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NOMINATION OF GEORGE P. SHULTZ

TUESDAY, JULY 13, 1982

UNITED STATES SENATE,
CoMMITTEE ON FOREIGN RELATIONS,
Washington, D.C.

The committee met, pursuant to notice, at 9:35 a.m., in room
1202, Dirksen Senate ce Building, Hon. Charles H. Percy (chair-
man of the committee) presiding.

Present: Senators Percy, Baker, Helms, Hayakawa, Lugar, Kasse-
baum, Boschwitz, Pressler, Pell, Biden, Glenn, Sarbanes, Zorinsky,
Toion Tt SR

nt: Senator Arlen r. .

The SHAIRMA.N This morning, as we open our hearing on the
President’s nomination of George P. Shultz to be Secretary of
State, we are well aware that the attention of the Nation and
indeed the attention of the people of the world are on Mr. George
Shultz and on this hearing. Everyone wants to know more about
the nominee and the type of influence he will bring to bear on U.S.
foreign policy. _

We will not look merely at his qualifications, but concentrate
upon his feelings about the world in which we live and the U.S.
role in that world. Traditionally, the hearing on the confirmation
of a Secretary of State has been used for that purpose. He will be
replacing Secretary Haig, a man with whom we have worked close-
ly through the years, a man who has devoted himself to his Nation
for virtually four decades. His service to this country has been ines-
timable, and his working relationship with this committee has
been, after a thorough confirmation hearing, a very close one.

I was particularly pleased when Secretary Haig expressed him-
self with tremendous admiration at the President’s selection of
George Shultz to be his successor. He termed George Shultz an ab-
solutely outstanding choice, an outstanding man.

Those of us who have been privileged to know George Shultz
through the years, and I have had that privilege for 25 years, know
him to be an extraordinary man with vast experience, a reputation
for prudence, for fairness and justice, and with a broad understand-
ing of international politics and economics. The high esteem in
which he is held is illustrated by the fact that he was chosen to
serve in a variety of posts in the administrations of Presidents Ei-
senhower, Kennedy, Johnson, Nixon, and Ford.

He has been Secretary of Labor, Director of the Office of Man-
agement and Budget, and Secretary of the Treasury. He has negoti-
ated for and represented the United States in both Europe and
Asia. Most recently, he has been Chairman of President Reagan’s
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Economic Policy Advisory Board, and played a prominent role in
l\ﬁaratlons for the Versailles economic summit.
Shultz, you have been nominated for a position which will
enable you to make a tremendous contribution in developing and
U.S. foreign policy, to promote U.S. interests throughout
the world, and, in fact, the interests of the entire free world. You
have the opportumty to apply your talents to the tasks of seeking
peace and security for the United States, our allies and our friends,
indeed, for all nations and all people of the world.

The responsibility is immense. There are major problems, but
there are also major challenges and opportumtles that face the
United States in its foreign policy in Europe, Asia, Latin America,
and Africa. The situation in the Middle cnes out alone for
special attention and special wisdom at this particular moment.

We welcome you to the committee very much.

Senator Pell.
Senator PELL. Thank you, Mr. Chairman. I join u in welcoming
Mr. Shultz here today. He certainly has a wonderful and distin-

guished record in Government and the business world. He is well
known to many of us here as a man of great intelligence, ability,
and integrity.

However, this change in the position of Secretary of State comes
at a very difficult time. The administration is in the position of
changing horses in the middle of a stream, with two powerful cur-
rents of crisis, in Lebanon and in Western Europe regarding the
Soviet plpehne project.

The abruptness of Secretary Haig’s departure and the reference
in his letter of resignation to the shifting course in the administra-
tion’s conduct of foreign policy do suggest a foreign policy in some
state of disarray. Your immediate priority should be to convey to
the American people, our allies and friends, and our adversaries
that a steady, reliable, and, I very much hope, peaceful hand is at
the helm of our American forelgn policy ship.

earing today and tomorrow can provide an initial opportu-

ggor you to do that.

hteen months ago, when your predecessor was before our
committee, I stated that the Secretary of State should be our Na-
tion’s secretary of peace. I made that statement then because I was
concerned that President Reagan’s bellicose campaign rhetoric
might actually become administration policy. I repeat that state-
ment u;dﬁ because much of 1980’s campaign rhetoric has become
ggh%ye;l a there is an urgent need to mute the drums and change

e

I would hope that the nominee would become our secretary of
peace, and do what he can to put an end to the cold war rhetoric
that often gives the impression abroad that we are preparing for
war instead of working for peace. Instead of seeking out opportuni-
ties for confrontation with the Soviet Union, Cuba, and Nicaragua,
I would urge you to review the bidding and see if perhaps some-
tll;:l:es a more conciliatory approach might not produce better re-
sults

I would hope that in the course of the hearing, you would show
special interest in the stategic arms reduction talks [START] nego-
tiations that began last month in Geneva. Sometimes it appears
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that the administration would prefer an arms race to an arms con-
trol agreement, because such a race would be economically crip-
pling to our adversaries. Right now, the burden of proof, I think, is
on us, on the United States, to demonstrate that these concerns are
not valid, and I hope that you would do that.

Finally, because of your prior firm’s large dealings with Saudi
Arabia and other nations around the world, you may have to con-
sider dlsquallfym% yourself on certain issues, and would certainly
have to lean over backward when you come to making certain obvi-
ous decisions. However, because you are possessed of such high
character and integrity, I personally am not particularly worried
on this score, and I understand that you are already in the process
of drafting a formal document that is sensitive to these concerns
and will specify the types of decisions potentially involving Bechtel
from which you will recuse yourself, and I applaud this action.

Finally, on a personal note, as a fellow cum laude Princetonian
and with an honorary degree which we both have from Princeton, I
welcome you to this committee. Good luck.

The CHAIRMAN. I am going to ask that other introductory state-
ments be incorporated into the record before the questioning, so
that we can get as quicklx as possible to the Secretary’s testimony,
but in this case, I would like to make an exception, because al-
though the majority leader is an ex officio member of every com-
mittee in the Senate, this is the only committee on which he does
serve as a full-fledged member, so at this time I would like to ask
the majority leader if he has any comments.

Senator BAkEr. Mr. Chairman, thank you very much, and mem-
bers of the committee. I am grateful for the opportunity to add my
voice to those of the distinguished chairman and the distinguished
ranking minority member in terms of our optimism for the future
and good service of Mr. Shultz to be Secretary of State.

First, may I congratulate you, Mr. Shultz, on this nomination to
the senior position in the Cabinet of the President of the United
States. You have served long and faithfully in other Cabinet posi-
tions and other positions in Government, but this clearly is your
greatest challenge, and one which you will meet and discharge
with great dignity and efficiency.

Next, I would congratulate President Reagan for choosing you. I
believe that Secretary-designate Shultz is a man of such obvious
skill and talent and such unique qualifications that his tenure as
Secretarﬁ' of State is certain to be a successful one and to contrib-
ute to the cause of peace and to the management of the foreign
policy of this country.

Finally, Mr. Chairman, I would like to say that I have had the
opportunity to speak with Mr. Shultz in the last few weeks, since
the President announced his intention to nominate him to this
high post. I am convinced that he will serve with distinction, that
he is a good choice, that he will comport himself well in these hear-
ings, and I trust that the committee will report his nomination fa-
vorably to the Senate, in which event I intend to ask the Senate to
turn to the consideration of this nomination at the earliest possible
moment.

I think to have a fully confirmed and a fully qualified Secretary
of State in the President’s Cabinet and sitting at his right hand in



4

those meetings is urgently important in any circumstance, but
given the world situation as we know it today, I think it behooves
the Senate to move as promptly as possible in the fulfillment of its
constitutional duty to advise and to grant its consent to the nomi-
nation of a distinguished American, Mr. George Shultz, to be Secre-
tary of State.

Thank you very much, Mr. Chairman.

The CHAIRMAN. I thank you, Senator Baker, very much, and I
can assure you that we will report this nomination out very
promptly. It been my privilege in the past when George Shultz
was a citizen of Illinois to present him to other committees of the
Senate. Now that he is a California transplant, as President

has been, from Illinois to California, two members of our
committee have the distinct honor to present him. Senator Hayaka-
wa will be first.

STATEMENT OF HON. S. I. HAYAKAWA, A U.S. SENATOR FROM
CALIFORNIA

Senator HAYARAWA. Thank you, Mr. Chairman.

Mr. Chairman, it is with great pleasure that I appear today to
support the nomination of George Shultz for the position of Secre-
tary of State. I know that he will fully justify the confidence the
President has placed in him by this appointment.

Mr. Shultz has had not one but a number of distinguished ca-
reers. Two years after I left the University of Chicago to seek my
fortune in the West, a young professor named George Shultz joined
the Graduate School of Business at the University of Chicago. As
has been typical of his success in life, 5 years later he was appoint-
ed dean. I am happy to say that Mr. Shultz has retained his ties to
the academic life.

Soon thereafter, he followed me to California, and joined the
Stanford University School of Business, and there he has greatly
enhanced academic life in the Bay area.

Mr. Shultz was not always a Californian. As is clear, he was born
in New York in 1920, and grew up in the Northeast. Despite these
handicaps, he has had a distinguished career. He has served with
the Marines in the Pacific in World War II, entering as a private
and leaving active duty 3 years later as major. His pattern, once
again, was one of success.

In 1969, following a distinguished career in industrial relations,
including his first ties with Stanford University, George Shultz was
appointed as Secretary of Labor, but he was in too great a demand
to stay there long. He served as Director of the Office of Manage-
ment and Budget, and then from 1972 to 1974 as Secretary of the

He emerged from those long, difficult years in the early seventies
with a reputation for unlimited ability and unquestioned integrity.
He emerged as well with a keen understanding of international af-
fairs and personal ties with many of the world’s leaders.

During the last half-dozen years, he has enhanced his interna-
tional experience as a senior officer and most recently president of
the Bechtel Group, Inc., of California. It is during this period of
time that I had the opportunity to get to know George personally.
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He generously agreed to serve as chairman of my Advisory Com-
mittee on the Budget, which I established in 1978. The ﬂurpose of
the committee was to provide me with advice regarding the budget,
tax ﬂolicy, and inflation. I shall always be grateful to him for his
much needed assistance.

In December 1980, I wrote to President-elect Ronald Reagan
u.rging him to appoint George Shultz as Secretary of State. The
President declined graciously, but I am happy that 1% years later
he has acted on my advice.

In the stern days of World War II, Winston Churchill said:

The only ﬁu.ide to a man is his conscience. The only shield to his memory is the
rectitude and sincerity of his actions. It is very imprudent to walk through life with-
out this shield, because we are so often mocked by the failure of our hopes and the

upsett;:f' of our calculation, but with this shield, however the fates may play, we
march always in the ranks of honor.

Mr. Chairman, in George Shultz we have a man of such charac-
ter and more. We have a man of proven ability and judgment. He
appreciates the immense challenges we face. He has the wisdom
and the ability to meet them. There can be no question that Amer-
i‘i‘aé intdeeed the world, needs a steady hand at the post of Secretary
of State.

We need not look far to see the peril of our times. The Soviets
continue a massive buildup in nuclear weapons while their troops
brutally repress Afghan freedom fighters. Vietnamese troops
occupy Kampuchea. Polish thugs beat Polish workers. Libya
spreads terrorism, and Cuba provides arms and support for radical
groups in our own hemisphere. Nor need we be reminded of the un-
expected and sometimes violent twists the world can take.

A new Secre of State will face continued unrest in the South
Atlantic and unabated suffering in Beirut, but we can predict the
need for creative and diligent efforts to protect democracy in Cen-
tral America, to ease strains in our alliances, to enhance our ties in
Asia, to build in Southern Africa, and to bring peace and sta-
bility to the Middle East.

In short, the next Secretary of State, Mr. Chairman, will have
the caﬁcity to do much good or, if we choose unwisely, much
harm. In George Shultz, the President has chosen well. Mr. Shultz
is held in the highest regard in California, throughout America,
and indeed in the major capitals of the world. I would be hard put
to think of a man better suited to the task ahead.

I am deeply honored to present George Shultz to this committee.

The CHAIRMAN. Thank you, Senator Hayakawa.

It is now a great privilege to call upon the assistant minority
leader, a distinguished member of this committee, Senator Alan
Cranston.

STATEMENT OF HON. ALAN CRANSTON, A U.S. SENATOR FROM
CALIFORNIA

Senator CRANSTON. Thank you, Mr. Chairman.
-1 am pleased to introduce to this committee a distinguished
fellow Californian, George Shultz. Mr. Shultz is a man of wisdom,
experience, and integrity. George Shultz has an impressive record
of public service that has won him wide respect. He has served his
country with distinction as Director of the Office of Management
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and Budget, as Secretary of Labor, as Secretary of the Treasury,
and as an adviser and aide to Presidents on foreign policy matters.

He has also had a distinguished record as an economist and as
an educator. )

These hearings afford the American people the opportunity to
learn more about the foreign policy views of Mr. Shultz and the
foreign policy course of an administration which to many has
seemed to be afflicted by uncertainty and lack of coordination by
competing voices and conflicting personalities.

When Alexander Haig came before this committee to be nomi-
nated to be Secretary of State, I anticipated that I would vote
against him. After the hearings, I voted for him. When Eugene
Rostow came before this committee nominated by President
Reagan to be Director of the Arms Control and Disarmament
Agency, I expected to vote for him. After he was cross-examined by
Senator Claiborne Peéll, I wound up voting against him.

So, while I am presently inclined to vote to confirm Mr. Shultz, I
have a significant number of questions which I want to explore
with him in these hearings before I form final views regarding his
nomination as Secretary of State. I want to explore his views on
United States-Soviet relations, strategic arms control, nuclear pro-
liferation, the Bechtel Corp., and U.S. policy toward China and the
Middle East, but I do not hesitate now to welcome him before this
committee and to pay tribute to him as a respected friend and a
notable public servant.

George, it is a pleasure to have you before us today. Thank you.

The CHAIRMAN. Thank you very much, Senator Cranston.

For the benefit of members of the committee and our audience,
this hearing will recess at 1 p.m. We will ask everyone in the audi-
ence to remain seated until Secretary-designate Shultz, Mrs.
Shultz, and their family have departed, and then we will recess
until 1:45, at which time we will resume until shortly before 4
o’clock, in order that Secretary Shultz and the leadership of the
Co , the bipartisan Congress, can meet with the President at
the White House on the situation in the Middle East.

We will not return from that session, but will convene again to-
morrow morning at 10 o’clock. It will be the objective of the Chair
with the cooperation of the membership, to complete the hearing
tomorrow, so that we can move this right to the floor.

Secretary Shultz, we would be very happy to have any statement
that you would care to make at this time. .

STATEMENT OF SECRETARY OF STATE-DESIGNATE GEORGE P.
SHULTZ

Mr. SHuLTz. Thank you, Mr. Chairman and distinguished mem-
bers of this committee.

First, Mr. Chairman, I would like to take note of your opening
tribute to Secretary Haig and associate myself with it. He is an
outstanding public servant and deserves all of the praise and sup-
port that his country has given him over many years.

I would report t Secretary Haig told me that his counsel
would be available to me at any time, and since my nomination, I
have talked by telephone or in person with every living former Sec-
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retary of State, and each has pledged to me the availability of his
counsel and willingness to help out, and I appreciate that.

The CHAIRMAN. Secretary Shultz, I wonder if you could pull the
microphone in verﬁaclose to %ou. The people in the back of the
room appear to be having trouble hearing. The microphones are di-
rectional. Thank you.

Mr. SHuLTZ. President Reagan honors me by his nomination to
be the Secretary of State for the United States of America. I regard
service in this post as a high privilege and a grave duty. If I am
confirmed by the Senate and have the opportunity to serve, I will
muster whatever energy, intelligence, and dedication I possess and
pour all of it into the performance of this job. ‘

I recognize and accept the nsibilities that will be placed
upon me, but I say this, too: I will need and I will expect help and
cooperation all around. And judging from the many assurances al-
ready voluntarily extended to me, I will get it.

I look especially to members of this committee and your counter-
parts in the House of Representatives, but my ap reaches much
't;'tl:‘rther,l 30 every corner of our land and to our friends throughout

e world. '

President Reagan has expressed his confidence in me by making
this nomination, and I will strive mightily to merit that confidence.
I will do so fully conscious that the conduct of our foreign policy is,
in accordance with the Constitution, a Presidential duty to be per-
formed in collaboration with the Congress. My job is to help the
President formulate and execute his policies. I s be ever faith-
ful to that trust.

I have appeared before a Senate committee for confirmation to a
Cabinet post on two previous occasions. Thirteen years ago I was
the nominee to be Sgae of Labor before the Committee on
Labor and Public Welfare. h Senators Cranston and Pell, who
sit before me today, sat on that panel and voted favorably on that
nomination, and I might say I hope there is room in this committee
for the force of p ent and consistency. [General laughter.]

I was accompanied to that hearing by a friend of long standing
and Senator from my then home State of Illinois, Senator Percy.
His wise and informed counsel, in Government and out, has always
been available and most helpful to me. I deeply appreciate his as-
surances that I have received in my meetings with him that I will
continue to have that counsel.

The biographical material available to you shows that I have
brought to my Government service two decades of experience in
university activities, teaching, and doing research and administra-
tion at the Massachusetts Institute of Technology and, as Senator
Hayakawa has noted, the University of Chicago.

After serving as the Secretary of Labor, I went on to be Director
of the Office of Management and Budget and then Secretary of the
Treasury. For the last 8 years I have been with Bechtel, most re-
cently as president of Bechtel Group, Inc. Bechtel is a truly re-
markable organization, astonishing in the range of its capabilities
and impressive in the quality of its people, who bring integrity, in-
telligence, enthusiasm, and drive to their work.

I feel privileged to have played a part in Bechtel’s activities.
During this period I have also served part-time on the faculty of
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Stanford University, from which I plan to be on leave, if the trust-
ees grant me a leave, in the period of my Government service.

During the last few days and in introducing me here, a number
of Senators have asked me to address myself to the question of my
relationship to Bechtel should I become Secretary of State. To
those questions I see only one possible answer: none. If I am con-
firmed, agreements already executed by me will result in my resig-
nation from my ofﬁcersh;])s in all Bechtel entities. I will retire as
an employee, retaining only vested rights to medical and insurance
bﬁ:??tsl::sd to aseets already accumulated under Bechtel trust and
thri .

1 'laell,ataprioedeterminedbyanestablishedprowss,allvlv?ﬁ
Bechtel-related investments, and for the most part, that wi
happen immediately. There are only some that require a period of
time to make an assessment of their value, but the date of the sale
will be the date when you vote my confirmation if you do so. So it
will all be done on that date.

Although I understand from counsel that these steps leave me
with no legal conflict of interest, I will, if I become g:cretary o
State, execute a statement removing myself from any so-called
“particular matter” as defined in the law involving Bechtel. In the
words of my counsel, concurred in by the Office of Government
Ethics, these steps ‘“will assure your full compliance while serving
as Secretary of State with the terms of”’ the various Federal con-
flict of interest laws.

I believe, Mr. Chairman, that a statment of counsel to this effect
has been placed with the committee and also a draft of the recusal
statement that I will sign if I am confirmed and sworn in as Secre-
tary, and that will be appropriately signed after I am sworn in.

e CHAIRMAN. Those papers are filed with the committee. They
seem to be in absolutely first class order and are available to any
committee members.

c l\ltilr. SHurLTz. Well, I have had a first class counsel, Mr. Lloyd
utler.

The CHAIRMAN. Lloyd Cutler is well known to this committee
and highly respected by this committee and its membership.

Mr. SHuLTz. Mr. Chairman, for those of us who have spent the
better part of our lives watching America’s deepening involvement
in the world around us, it is easy to forget that the United States
has throughout most of its history only episodically been concerned
with foreign affairs. The world of 40 or so years ago seems almost
go;talgi ly simple in comparison to the complexities we confront

ay.

In the decades that have passed, scores of new nations, many
with frustrated aspirations, have achieved independence. The inter-
national economy is no longer managed from a few world capitals
but has developed into a global network of mutually dependent
ers. Extensive trade in goods and services, the international
ow of critical raw materials, the emergence of new technologies,
and the revolution in communications have created a world in
which no nation is immune from the influence of the international

economy.

Forty years ago we could not even glimpse the enormous dangers
of nuclear weapons or the complexities we would face today in our
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efforts to control them. And 40 years ago few could foresee that the
collapse of the old order would bring with it the spread of increas-
ingly sophisticated military arms to new and contending nations,
so that today regional conflicts carry with them the constant
threat of tion.

General Douglas MacArthur saw these broad interrelationships
and put the point succinctly and eloquently as long ago as 1951:
“The issues are global and so interlocked that to consider the prob-
lems of one sector oblivious to those of another is but to court dis-
aster for the whole.”

Today most Americans recognize that the nature and strength of
our diplomacy and our strategic posture are linked to and heavily
dependent on our performance at home. Our economy, despite cur-
rent rough water, is fundamentallrastrong and will strfzfvg:en fur-
ther as economic policies now in place and in prospect take hold. A
strong and productive America makes us a strong trading partner
and a resourceful ally, giving to our friends a confidence that
strengthens their will to resist those who would deprive us of our

oms.

Today most Americans are uncomfortable with the fact that we
spend so much of our substance on defense, and rightly so, and yet
most Americans also recognize that we must deal with reality as
we find it, and that reality in its simplest terms is an uncertain
world in which and security can be assured only if we have
the strength and will to preserve them. ’

We have passed through a decade during which the Soviet Union
expanded its military capability at a steady and rapid rate while
we stood still. President an has given us the leadership to turn
that situation around, and just in time.

The past decade taught us once again an important lesson about
United States-Soviet relations. In brief, it is that diminished
American strength and resolve are an open invitation for Soviet
expansion into areas of critical interest to the West and provide no
incentive for moderation in the Soviet military buildup. Thus it is
critical to the overall success of our foreign policy that we perse-
vere in the restoration of our strength; but it is true that the
willingness to negotiate from that strength is a fundamental ele-
ment of strength itself.

The President has put forward arms control proposals in the
strategic theater and conventional arms areas that are genuinely
bold and that will, if accepted, reduce the burdens and the dangers
of armaments. Let no one doubt the seriousness of our purpose, but
let no one believe that we will seek agreement for its own sake
without a balanced and constructive outcome.

We recognize that an approach to the Soviet Union limited to the
military dimension will not satisfy the American people. Our ef-
forts in the area of arms reduction are inevitably linked to re-
straint in many dimensions of Soviet behavior, and as we enter a
potentially critical period of transition in Soviet leadership, we
must also make it clear that we are prepared to establish mutually
beneficial and safer relationships on the basis of reciprocity.

Today most Americans recognize that a steady and coherent in-
volvement by the United States in the affairs of the world is a nec-
essary condition for peace and prosperity. Over and over again
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since the close of the World War, the United States has been the
global power to whom others have turned for help, whether it be to
assist in the process of economic development or in finding peace-
ful solutions to conflicts.

Our help continues, as in President Reagan’s Caribbean Basin
Initiative, an example of America’s commitment to a more prosper-
ous world. I would say, Mr. Chairman, this is a commitment on
which we must deliver. It must be an example as well of the key
role in economic development of private markets and private enter-

prise.

As the President said in his address in Cancun:

History demonstrates that time and again, in place after place, economic growth
and human progress make their greatest strides in countriee that encourage eco-
nomic freedom. Individual farmers, laborers, owners, traders, and managers—th :{
are the heart and soul of development. Trust them. Because whenever they are
lowed to create and build, whenever they are given a personal stake in deciding eco-
nomic policies and benefitting from their succees, then societies become more dy-
namic, prosperous, progressive, and free.

In our international endeavors we are strengthened by a struc-
ture of alliances that is of central importance. Ours is not a hege-
monic world but a diverse and pluralistic one, reflecting the com-
plexity of the free, independent, and democratic societies with
which we are associated.

Just as we expect others to work in partnership with us, so we
must conduct ourselves as a responsible partner. Frictions and dif-
ferences are inevitable among allies, and we can never assume
complacently that they will automatically disappear. Tolerance of
the needs and perspectives of others. So is candid recognition of our
difficulties and challenges.

Above all, there has to be a commitment to the common values
and interests on which the truly unique multilateral institutions of
the last three and a half decades have been based. Our commit-
ment is firm, as President Reagan made clear during his recent Eu-
ropean trip. Iam confident that the same is true of our allies.

Mr. Chairman, if we are strong, we buttress our allies and
friends and leave our adversaries in no doubt about the conse-
quences of aggression. If we provide assistance to help others to be
strong, our own strength can be husbanded and brought to bear
more effectively. If we are confident, we give confidence to those
who seek to resolve disputes peacefully. If we are engaged, we give
hope to those who otherwise would have no hope. If we live by our
ideals, we can argue their merit to others with confidence and con-

viction.

" Mr. Chairman, during my individual visits with members of this
committee, many expressed a strong interest in my views on prob-
lems and opportunities in the Middle East, particularly as related
to the conflict between Israel and the Arabs. Responsive to this in-
terest but even more to the importance of developments in this
area, I will conclude my statement today by a brief discussion of
my views.

I start with the terrible human tragedy now taking place in Leb-
anon. Violence on a large scale has come once again to a region
whose strategic importance inevitably guarantees that any local
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conflict will receive global attention, with all the dangers for world
peace that implies.

In late 1974 I visited Beirut, at the time a beautiful and thriving
city, even then marked, however, by the presence of Palestinian

ees. But since then, Lebanon has been wracked by destruc-
_tion, enduring the presence of armed and assertive PLO and other
forces. Coherent life and government are impossible under these
conditions, and inevitablzml;ebanon became a state in disrepair.
The Lebanese deserve a chance to govern themselves, free from the
presence of the armed forces of any other country or group. The
authority of the Government of Lebanon must extend to all its ter-
ritory.

The agony of Lebanon is on the minds and in the hearts of us all,
but in a larger sense, Lebanon is but the latest chapter in a history
of accumulated grief stretching back through decades of conflict.
We are talking here about a part of the globe that has had little
genuine peace for generations, a region with thousands of victims,
Arab, Israeli and other families torn apart as a consequence of war
and terror.

What is going on now in Lebanon must mark the end of this
cycle of terror rather than simply the latest in a continuing series
of senseless and violent acts. We cannot accept the loss of life
brought home to us every day, even at this great distance, on our
television screens; but at the same time, we can as Americans be
proud that once again it is the United States, working most promi-
nently through President Reagan’s emissary, Ambassador Phili
Habib, in my judgment a genuine hero, that is attemtﬁting to sti
the guns, achieve an equitable outcome and alleviate the suffering.

Mr. Chairman, the crisis in Lebanon makes painfully and totally
clear a central reality of the Middle East: the legitimate needs and
problems of the Palestinian people must be addressed and resolved,
urgently and in all their dimensions. Beyond the suffering of the
Palestinian le lies a complex of {glitwal problems which must
be if the Middle East is to know peace.

The Camp David framework calls as a first step for temporary
arrangements which will provide full autonomy for the Palestin-
ians of the West Bank and Gaza. That same framework then
speaks eloquently and significantly of a solution that must also rec-
ognize the legitimate rights of the Palestinian people.

The challenge of the negotiations in which the United States is,
and during my tenure will remain, a full partner is to transform
that hope into reality. For these talks to succeed, representatives of
the Palestinians themselves must participate in the negotiating
process. The basis must also be found for other countries in the
region in addition to Israel and t to join in the peace process.

Our determined effort to stop the killing in Lebanon, resolve the
conflict and make the Government of Lebanon once again -sover-
eign throughout its territory underscores the degree to which our
Nation has vital interests throughout the Arab world. Our friendly
relations with the great majority of Arab States have served those
interests and, I believe, assisted our efforts to deal with the current
Lebanon crisis.

But beyond the issues of the moment, the importance to our own
security of wide and diverse strengthening ties with the Arabs is
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manifest. It is from them that the West gets much of its oil. It is

"with them that we share an interest and must cooperate in resist-

iv:EISOViet imperialism. It is with them as well as Israel that we
i1l be able to bring peace to the Middle East.

The brilliant heritage of science, culture, and thought has a.
fresh dynamism. Working together with us, our Arab friends can
contribute much, not only to our bilateral interests and those of
the region but to the global future and the world economy as well.
ihwill tl?o all in my power to sustain these relationships and to fur-

er them.

Finally and most important, Mr. Chairman, the Lebanese situa-
tion is intimately linked to the vital question of Israel’s security.
Israel, our closest friend in the Middle East, still harbors a deep
feeling of insecurity. In a region where hostility is endemic and
where so much of it is directed against Israel, the rightness of her
preoccupation with matters of security cannot be disputed, nor
should anyone dispute the depth and durability of America’s com-
mitment to the security of Israel or our readiness to assure that
Israel has the necessary means to defend herself.

I share in this deep and enduring commitment, and more. I rec-
ognize that democratic Israel shares with us a deep commitment to
the security of the West. Beyond that, however, we owe it to Israel
in the context of our special relationship to work with her to bri
about a comprehensive peace acceptable to all the ies involv.
which is the only sure tee of true and durable security.

America has many n competing concerns and interests in the
Middle East. It is no secret that they present us with dilemmas and
difficult decisions. Yet we must, using all the wit and compassion
we possess, reconcile those interests and erase those contradictions,
E?Irreitisinthelastanalysispeaoeweareseekingtocreabeandnur-

Today’s violence should not cause us to forget that the Middle
East is a land of deep spirituality where three great religions of
our time were born and come together even today. Some have sug-
gested that it was only natural in a land of such vast, harsh and
open space that men should be drawn toward the heavens and
toward the larger sense-of life’s meaning. Whatever the reasons,
the force of religion in this region is as powerful today as ever, and
:ll:irs plaqstyfor peace will be profoundly incomplete if they ignore

Let me close by recalling to you President Reagan’s definition of
America’s duty in this region. “Our diplomacy,” he said, must be
sensitive to the legitimate concerns of all in the area. Before a ne-

gotiated peace can ever hope to command the loyalty of the whole
reﬂgn, it must be acceptable to Israelis and Arabs alike.

. i , I pledge to you and this committee that if I am
confirmed as Secretary of State, I will do my best to help the Presi-
dent carry out the task so clearly defined in his statement. We
must dare to hope that with effort and imagination, we can arrive
at an agreement that will satisfy the vital security interests of
Israel and the political aspirations of the Palestinians, meet the -
concerns of other parties su-ect ly involved, and win the endorse-
ment of the international community.

Thank you, Mr. Chairman.
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The CHAIRMAN. Mr. Shultz, we thank you for an outstanding and
trul{esignificant statement.

I believe that if we stay with the 10-minute rule and carefully
observe it, we will be able to have at least a first round of question-
ing for every Senator here this morning.

irst, because you have placed such important emphasis on the
Middle East and have indicated quite rightly that the world is look-
ing to the United States for leadership to resolve this dilemma,
would you say that this is oertaixvlllﬁ one of the highest priorities in
the Reagan administration and will be one of the highest priorities
as Secretary of State to resolve that problem and bring peace to
that area?

Mr. SHuLTz. Yes; it certainly must receive very high priority at-
tention.

The CHAIRMAN. Mr. Shultz, the President has indicated that he
is considering the introduction of American troops, up to 1,000
troops into Lebanon in order to facilitate the withdrawal of PLO
contestants and to assist the Lebanese Government to reassert its
authority over Beirut. He has put a limitation of 30 days on those
troops remaining in Lebanon.

How long do you believe it will take to remove the PLO from
Beirut, and where are they most likely to go?

Mr. SHULTZ. It remains to be seen how long it will take. The 80-
daf estimate is one that I have seen, and that seems like a reason-
able estimate. Obviously it depends somewhat on whether they
move by sea or by land and where they go. One of the problems
right now, as I have followed these events—and I say to the com-
mittee I have not been in the decision loop but I have been trying
to get up to speed and hear what is going on—but one of the prob-
lems is that it is not certain where the PLO will go. No country
seems too anxious to have the PLO fighters in their country, and I
would have to conclude there is a message there. But as yet, that,
as | understand it, is one of the unresolved issues.

laTcltlae CHAIRMAN. I look upon Syria as probably the most likely
place.

Is Syria an acceptable location so far as most of the parties are
concerned who are deeply involved in this?

Mr. SHuLTZ. Yes, I believe so, although Syria has lately ex-
pressed some reservations, I gather.

The CHAIRMAN. I was encouraged, on my most recent trip to Leb-
anon, in contrast with a previous visit to Lebanon, that there has
been a degree of reconciliation between Christian and Muslim
forces there.

Is the Lebanese Army, in your judgment, ging to be capable of
reasserting authority over and West Beirut, and have the
local Christian and Muslim militias agreed to the deployment of
American and Lebanese troops? Have we received an official re-
quest from the Government of Lebanon, which I believe would be a
:xhecesgary pre-condition before we could consider sending forces

ere?

Mr. SnuLrz. Well, I understand we have, but for this purpose of
evacuating the PLO fighters from Beirut. That is the purpose, as I
understand it, of any use of U.S. forces, along with forces of other
countries.

96-666 0 - 82 - 2
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The CHAIRMAN. There has been some public discussion that the
administration may consider using Section 4(aX2) of the War
Powers Act rather than section 4(aX1). The difference would mean
E;%t there would be no time limitation placed on troops going into

anon.

I have expressed my personal judgment that it would be best to
act pursuant to section 4(a)1). Members of this committee met yes-
terday with Secretary Stoessel and a majority of those present felt
that it would be best to proceed under section 4(aX1).

Do you know whether the administration has made a determina-
tionvas to which provision will be applied if troops are sent to Leba-
non?

Mr. SHuLTZ. I believe, Mr. Chairman, that that is a question the
President will have to resolve when and if he makes the decision to
use our troops for that purpose, and there has been a good amount
of discussion of the distinction between these cases, and he is cer-
tainly well aware and wants to be aware of the views of the com-
mittee.

But it is his decision to make, and in the light of the circum-
stances at the time, I am sure he will make the appropriate deci-
sion.

The CHAIRMAN. The War Powers Act does call for consultation.

Mr. SHULTZ. Yes, indeed.

The CHAIRMAN. And we are very grateful that we will have that
consultation this afternoon with the President.

The President is required by law to promptly report to the Con-
gress whether American law governing the use of American weap-
ons has been violated by any country using those weapons. The
question now is certainly pertinent as to whether or not—and
many Senators and members of this committee have put that ques-
tion directly to the administration over the past months now, as to
whether or not Israel has violated the law in its invasion of Leba-
non.

Can you give the committee some idea as to when we will receive
that report from the administration? I had an informal opinion
that it may be u;l)ut]his week.

Mr. SHuLTz. I know that the subject is being worked on. Again, I
have not been in the decision loop. I can assure you, Mr. Chairman,
that if I am confirmed and become Secretary of State, that I will
work promptly on that.

The CHAIRMAN. Thank you very much.

When Prime Minister Begin was here, both in a private meeting
with him and then in the meeting with other Senators, we asked
thtla question about the use of cluster bombs against civilian person-
nel.

Prime Minister Begin said that the use of such weapons against
civilians is abhorrent to him. We requested a prompt report from
him as to whether in fact they had been used, and if so, why and
under what circumstances.

I understand the administration has also made such a request to
the Prime Minister. The request is several weeks old now.

Has the administration received a report from Israel on this, and
if not, what are we doing to see that we do get a report? Also, what
can you tell this committee about such usage?
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Mr. SHuLTZ. Obviously it is a very important problem and con-
nected to the tragedy of Lebanon. I understand it, the under-
standing has to do with the use of cluster bombs in areas where
civilians might be affected, even though there might be a military
objective there. That is my understanding of the way the under-
standing is set up.

I know that there is evidence being collected and reviewed, and
again, just what the status of that exactly is I cannot say, but I can -
gay that I will look into that diligently if I become Syecretary of

tate.

The CHAIRMAN. Thank you.

As you know, I have just completed visiting 102 Illinois counties
since my last election. '}‘}us last recess I visited 12 counties, many
of them rural, agricultural communities. Everyplace we went,
every farm we were on, every group of farmers we met with, Farm
Bureau and others, every town meeting we were in, we were be-
seiged with questions about the huge surplus of grain we have.
What are we going to do with it? How are we going to move it?

The Government is spending $10 billion this year to buy Ameri-
can grain and store it, and then pay rent on it, when we have huge
markets out there.

In the early seventies you were very instrumental and effective
in negotiations that eventually led to grain agreements. We have
had a 5-year grain agreement with the Soviet Union. I understand
the administration intends this week to make a decision, possibly,
as to whether we will extend, expand or eliminate the long-term
grain agreement.

What are your own thoughts on the effectiveness of using grain
as an economic weapon, and do you feel that the original agree-
ment has served its purpose and should be extended?

Mr. SHuLTZ. Mr. irman, first of all I would say I would much
rather have the problem of dealing with the bountiful surplus that
our form of economic organization and our farmers produce in this
country than I would have the problem faced by the Soviet Union
of year after year of inability to feed themselves. So that would be
my first comment. And I am sure that we must be cognizant and
supportive of our farmers and their long-term interests in the mar-
kets that they seek..

I know that the President is considering this, and should I
become Secretary, I will weigh in my part. I am very keenly aware
of the surpluses and of the importance of this issue.

I would say this in terms of my own thinking. Negotiations on a
new long-term agreement were suspended, as I understand it, as
one of the responses we made to show our abhorrence of what was
going on in Poland. Thi have not changed in Poland. So at least
In my opinion this would hardly be the time to negotiate a truly
lox'i%;te:erm grain agreement.

CHAIRMAN. But all over Illinois, as I campaigned with him,
Governor Reagan denounced the ﬁram embargo as ineffective. It
was a unilateral embargo. It only hurt us, not the Soviets. He said
he would remove that embargo. He has removed it.

Would it not be wise for us to at least continue this policy and
demonstrate to the world that this system does work? We are get-
ting hard currency from the Soviet Union and yet we are becoming



16

a line of last resort, a supplier of last resort rather than the earli-
er, preferred position that we used to have. We are being regarded
by some as an unstable supplier.

Should we not take into account our own economic strength as
very important and move aggressively in the dxrectlon of selling
this grain rather than storing it at pubhc expense?

Mr SHuLTZ. Well, as you noted, Mr. Chairman, the President

TheCmmm.MayIsaythxs?ThePresxdenthassmdhewﬂl
not impose an embargo. Secretary Haig reaffirmed that there will
be no grain embargo. If you were Secretary of State, what would
your recommendation then be to the President with respect to
maintaining the consistency of that policy?

Mr. SHuLTz. I do not wish to say anything here that in any sense
prejudges the President’s decision. I will weigh in, if I am Secre-
tary, with my views, but I have stated here that I think that to
take this time to negotiate a long-term agreement in the light of
the fact of the Polish repression, and lift that sanction, would be a
mistake, would give the wrong signal.

But that still leaves open many options that will provide for
sales of grain.

The CHAIRMAN. I thank you, and I can assure you that represent-
ing the largest Polish constituency in the United States, 1 million
Polish Americans, I am deeply concerned about anything we can do
to remove that repression. But we have found that unilateral
action sometimes is like k1ck1ng ourselves in the shin or shooting
ourselves in the foot.

Senator Pell.

Senator PeLL. Thank you, Mr. Chairman.

Following up on the questions of our chairman with regard to
economic sanctions, there was an article in the Washington Post
recently by Murrey Marder in which he quoted a State Depart-
ment official as saying that you as Secretary of State would con-
front a monstrous problem resolving a dispute within your admin-
istration as to whether trade sanctions directed against the Soviet
Union are an effective political instrument. I ask unanimous con-
sent that Mr. Marder’s article and a related one by Mr. Robert D.
Schmidt in the June/July 1982 “East-West Outlook” be printed in
the record at this point.

[From the Washington Post, July 5, 1982)
SuuLTz To INHERIT “MONSTROUS PROBLEM’’ OVER SOVIET GAS PIPELINE
(By Murrey Marder)

President Reagan’s insistence that a ban on American-licensed equipment for the
Soviet-European natural gas pipeline is “a matter of principle” poses a formidable -
task for trans-Atlantic diplomatic ingenuity, and for the vaunted mediating abilities
of his newly chosen secretary of state.

The outcries from the western European allies have been loud and angry, and the
prestige of every major leader in the western alliance is now publicly impaled on
this escalating dispute. Diplomats on both sides of the Atlantic are driven to find an
elusive compromise, save an extraordinary amount of face and avoid shattering the
western alliance.

George P. Shultz, designated successor to Alexander M. Haig Jr., inherits a cen-
tral American role in grappling with what a senior State Department official de-
scribed last week as a “‘monstrous problem.”
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Inside the Reagan administration, there is reported agreement at the Cabinet
level to seek urgent ‘“damage limitation” talks with Western European policy
makers while attempts to resolve the dispute are under way.

Reagan left himself in a vulnerable position Wednesdaé‘:ry claiming that his ad-
ministration “largely eliminated” the ““disarray with our European allies” inherited
from the Carter inistration. The next day British Prime Minister aret
Thatcher, Reagan’s strongest supporter in the western alliance, confounded his
claim by telling the House of Commons that “it is wrong” for “one very powerful
nation” to to prevent the fulfillment of “existing contracts” in the pipeline
uproar. The peans are now mounting legal challenges against the American
sanctions, and the arguments already extend beyond equipment for the Siberian

ipeline to disputes over new American duties on European steel exports to the
nited States, to tax subsidies for foreign subsidiaries of American corporations and
to other trade-related controversies.

“It may be premature and exaggerated to talk in terms of a ‘trade war,’” British
Minister for ’Igade Peter Reese said in New York last week before pressing the Brit-
ish case with officials in Washington, “yet the danger of a series of measures and
countermeasures—tit for tat—must be obvious to all.”

Talk of a trade war among the western allies is a reversal of the original argu-
ment over East-West trade sanctions. West German Chancellor Helmut Schmidt
and French President Francois Mitterrand warned last month that they will not
join in a “trade war” with the Soviet Union, which they said would lead back to the
era of Cold War. The United States denied that was its intention.

Nevertheless, the allied clash is more about ideology and East-West strategy than
about pure economics, and the debate runs through the Reagan administration as
much as it does through the western alliance.

A major American casualty in the dispute was departing Secretary of State Haig,
who led and lost the argument inside the administration over imposing the pipeline -
sanctions.

Haig argued that Western Europe would reject overt economic pressure on the
Soviet Union, opening a breach in allied ranks that could undercut all U.S. strategy
fomxtting pressure on the Soviet Union to curb its buildup of military power.

is successor, Shultz, is noted for skill as a mediator, from his experience as sec-
retary of labor, director of the Office of Management and Budget and ultimately
secretary of the treasury in the Nixon administration. It will be several weeks, how-
ever, before Shultz goes through confirmation hearings, takes office and can begin
to apply his negotiating talents to the trade dispute.

In the meantime, some Reagan administration officials are drawing encourage-
ment from the European Economic Community’s agreement last week to raise inter-
est rates on ﬁnanciniewestem exports to the Soviet Union. The Reagan administra-
tion campaigned earlier for a curb on government-subsidized trade credits for the
Soviet Union. That misled Western Europeans into believing that the United States,
in turn, would drop its demands for sanctions on equipment for the 3,700-mile pipe-
line between the Soviet Union and Western Europe.

Some U.S. officials privately talk of ending dispute by trading the pipeline
sanctions for further restrictions on on Soviet credits. Others, determined to exert
maxium preesure on the Soviet Union, adamantly reject such a bargain.

The hard-liners insist that the only route open for lifting the pipeline sanctions is
the easing of Soviet-supported repression in Poland. That was President Reagan’s
declared reason on June 18 for imposing the broadened ban on American-built or
American-licensed pipeline ipment produced abroad.

Many administration offi concede privately, however, that the Polish situation
was not the overriding reason for the pipeline sanctions. Rather, they say, it was
the President’s determination to inflict économic penalties on the Soviet Union. At
his news conference Wednesday night, Reagan gave both rationales for his decision.

He said one purpose was to tighten the trade embargo on the Soviet Union until
there is relief for its support of “the opp{heaaion that is going on of the people of
Poland by their military government.” e “second thing,” he said, is that the
Soviet Union “is very hard- financially and economicall todag.”

Its “massive military buildup,” he said, will benefit from "fm-sl billion a year
in hard cash payments” which the Kremlin would obtain from natural gas delivered
to Western Europe in the pipeline.

The Western governments contend that the pipeline will be built in any
case, and reject the argument that trade can be used as an effective weapon to con-
strain Soviet nditures on its vital security interests. Many U.S. experts agree,
but American officials are deeply divided on this issue. As Haig’s resignation and
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the President’s decision clearly illustrated, the prodominant weight inside the
an administration is on the pro-sanctions side.
ite House national security adviser William P. Clark has stated that it is ad-
ministration policy to “force our principal adversary, the Soviet Union, to bear the
brunt of its economic shortcomings.” Defense Secretary Caspar W. Weinberger,
Haig’s principal antagonist on this subject and many others, was the first to enun-
ciate that policy in the earliest days of the administration.

The argument is bound to recur in any effort to reach a compromise on this issue
with Western Euro governments. ermore, any improvement in the situa-
tion in Poland could provide a rationale for a change in the American position.
There is therefore high interest in Washington and throughout the Atlantic alliance
Ln bfahe attitude and compromise skills that Shultz will bring into the bruising

ebate.

There are several parallels in the Haig and Shultz positions. According to Haig’s
associates, his dominant reason for reproaching the administration in his resigna-
tion for a lack of “consistency, clarity, and iness of pugose.” was his complaint
over shifting U.S. positions on sanctions against the Soviet Union.

Shultz has been committed for to the need for consistency in American
policy abroad. In his last major public address, in London in October 1981, Shultz
stressed the need for “giving confidence to ourselves and our partners in the
predictability of our behavior and the consistency of ou:fpurpose."

Shultz is also on record as a long-standing opponent of the use of trade as a politi-
cal weapon. In the early 1970’s, as an advocate of detente in the Nixon ini
tion and a strong supporter of Henry A. Kissinger’s strategy, Shultz opposed the use
of trade sanctions to exert pressure on the Soviet Union to relax its emigration re-
strictions.

As a champion of broader American-Soviet trade, Shultz twice went to Moscow as
treasury secretary in attempts to resolve the emigration dispute with Soviet leader
Leonid Brezhnev. Those efforts were blocked by congressional insistence on impos-
ing a trade-emigration link in the 1974 U.S. Trade Act.

issinger, however, has since concluded that the use of trade to influence Soviet
globd behavior was doomed to fail. Shultz may have reached the same conclusion.
hultz presumably accepts the policy of the administration he is entering, an ad-
ministration that scorns what it calls the “illusion of detente” and openly invokes
trade as leverage against the Soviet Union. His specific views on trade sanctions as
a weapon, however, are unknown, even among many former associates.

As secretary of state, Shultz will be in an entirely different relationship with
Haig’s chief opponent in the administration, Weinberger. Weinberger was a subordi-
nate of Shultz in government during the Nixon years, and later served under Shultz
in the powerful htel engineering and construction conglomerate, which Shultz
headed as president until last month.

When Sgultz directed OMB, Weinberger was his deputy and then his successor
after Shultz went to the treasury. Shultz left the rnment in 1974 to join the
Bechtel Group, where he became president in 1975; Weinberger joined Bechtel that
year as a vice president.

An intriguing question inside the bureaucracy, therefore, is whether the Shultz-
Weinberger friendship will transcend the normal State-Defense competition on
many issues of government policy, including the present deep disagreement between
the two departments on trmg sanctions aimed at the Soviet Union.

[From the East/West Outlook, June/July 1982)

TRADE AND NATIONAL SECURITY

(By Robert D. Schmidt)

Mr. Schmidt is Vice Chairman of the Board of Control Data Corp. He is also Presi-
dent of the American Committee on East-West Accord. Mr. Schmidt delivered these
remarks to the Annual Meeting of the American Committee.

I must presume that all of us here today share a common desire—the desire to
exist. Imustpresumethatotherm le in the world share this desire in common
with us, and I must presume that iets, too, share this will to live.
sharerthe isks 10 the continiuance of society.—the Haks that 5,000 years of striving

isks to continuance of society— i t 5,000 years of striving
for a better world will end with a finger on a button?

Certainly, ont:afrment attitude toward the Soviet Union considerably enhances
the risk of mu annihilation.
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I would not be so simplistic as to argue that a restoration of trade with the Rus-
sians could eliminate that risk. But I do argue that trade, and the increased oppor-
tunities for communication that go with trade and a growing interdependence will
substantially reduce the risk.

It may give us time to realize that while irreconcilable differences in ideology se] sep-
arate the West from the East, we can each at least learn to tolerate the other’s
right to share this planet Earth.

Ostensibly, our trade with the Soviets is governed by the Export Administration
Act of 1969, last amended in 1979.

In enacting the Export Administration Act of 1979, the 96th Congress stated that
“It is the policy of the United States to minimize uncertainties in the export control
policy and to encourage trade with all countries with which the United States has
diplomatic or trading relations, except those countries with which such trade has
been determined by the President to be against the national interest . . . and it is
the policy of the United States to use export controls only after full consideration of
the impact on the economy and only to the extent necessary to restrict export of
goods and technologies which would make a significant contribution to the military
Ppotential of any other country or combination of countries which could prove detri-
mental to the national security.”

That was the expressed will of Congress.

I do not believe it was the intent of Congress that the Export Act should become a
major instrument of foreign policy designed to bring the Soviets to their knees.

Yet, it seems that the intent of the present Administration is to do just that.

The Military Critical Technologies List of nonexportable preducts and technol-
ogies has grown so long that it looks like the Washington Yellow Pages. But we

aren’t stopping there. The Departments of Commerce and Defense are shutting off
trade in anything that might conceivably contribute to Soviet industrial progress
and energy production. Added to the embargoed goods and technologies are, among
others, oil and gas production and transmission equipment, chemicals, metallurgy
and transportation.

We have, in essence, declared economic war.

Before it is too late, weshouldstopandaskourselves mntreallymourbestm-
terests to declare economic war on the Soviet Union?

Does the Administration seriously think that our allies in the Atlantic Pact will
go along with such a policy? To them, trade with the Soviet Union is far more vital
to their economic well-being than it is to the United States.

Won't we, by further isolating the Soviets from the mainstream of world com-
merce, increase the risks of global war?

And, as if the increased threat of war were not enough—our trade policies are
depriving American industry of the right to compete in world markets, and costing
us thousands of badly needed jobs. By default, we are handing our share of the
Soviet market to Japan and our weetern allies—and then asking them to forego
along with us the opportunity to trad

IfsuchapohcyeouldreducetheSothmﬂntarythreat,perhapsthesacnﬁees
might be worth it. But our policy will not reduce the Soviet military threat one iota.
The Soviets have demonstrated that by whatever means they find necessary—covert
or overt acquisition, or by md:genous development—they will get what they need.

CAN WE AFFORD IT?

With the demands be;n;g made on our economy by huge increases in spending for
defense, we cannot aff make curtailment of non-military trade a national
policy. In 1970 the U.S. shm of world e?orta was 15.7 percent. In 1981 world ex-
ports were 1,800 billion. Of this number, U.S. export were 234 billion or 13 percent
of the world total. If we had maintained our market share, U.S. export would have
been 270 billion or 36 billion more. This margin would, for instance, have been more
than adequate to cover our increased defense spendmg

In our efforts to protect our militarily critical technology—which I fully agree we
should do—we are making the U.S. an unreliable supplier in world markets. A vali-
datedexporthcenae:snowreqmredtoahlpmanyproductatoourwestemalhes
Additionally, we require that the western recipient agree to not re-export the prod-
uct without U.S. Government permission. The need to obtain an export license and
our claim to extraterritorial privileges adds delays and uncertainties to the process.
Why should western nations bother, when they can freely trade among themselves
or with the COMECON countries.
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Somehow, we need to develop a balanced perspective of the relationship of mili-
tary security with the right to trade. Trade and security are not mutually incom-
patible unless we continue to make them so.

A PROPOSAL

So'slhe 8merican Committee on East-West Accord supports increased trade with the
iet Union.

Let me propose then a four-point plan that will restore our trade with the Soviets
without increasing the military risk to our continued survival.

Point One: Carry out the intent of the Export Administration Act of 1979.
nize that the world trade is a right—not a privilege for American industry. Control
only that technology that maintains our leadershlg (which may be only two or three
years) while concentrating on the research and development of newer technology.
Our government should analyze the lead time that our advanced technology has
over that which is available from foreign sources. Set the limit of controls equal to,
but ul:l:mﬁmm greater than, t::; technologiﬁhat is widely available and would not contrib-
ute signi to an adve itary weapons systems.

Point Two: go 't adopt unilateral restrictions that deprive the Soviet Union of
nothing, but give unfair competitive advantages to our . Unilateral controls, in
the face of widely available products or technologies, serve only to weaken the U.S.
industrial base and deprive Kmencan workers of thousands of jobs.

Point Three: Reduce political tensions by treating the Soviets as we do the major-
ity of nations. Repeal, or at least modify, the Jackson-Vanik Amendment to the
Trade Act of 1974. Repeal the Stevenson Amendment to the Export-Import Bank
Act. Both amendments serve only to exacerbate our relations with the Soviets.

While it may seem moot to these restrictions in the light of an almost
total absence of U.S.-Soviet trade, the American Committee continues to feel strong-
ly that such unwarranted barriers to free trade should be eliminated.

The Jackson-Vanik Amendment was a well-intentioned effort to tie the granting
of most-favored-nation status to freedom of emigration from the Soviet Union. In
practice, it had the opposite effect of that which was intended. Jewish emigration
from the Soviet Union dropped from a high of 34,500 to a current rate that is less
than a third of what it was before enactment of the Jackson-Vanik Amendment. We
should have more wisdom than to attempt to legislate from without the internal af-
fairs of a proud and sovereign nation.

The Stevenson Amendment severely limited the amount of Export-Import Bank
credits to the Soviet Union, giving the Soviets another reason to abrogate the 1972
trade agreement.

Such linkages of economic issues with political concerns serve only to strengthen
the will of the nation that is the target of our displeasure.

Point Four: Use ex Upo rt control to protect national security—not as a political
weapon. Unless the can persuade all other sources of supply to join in an em-
bargo, the embargo is ineffective and simply penalizes the American farmer or busi-

nessman.

The export control policy I have outlined is, I believe, a realistic one that would
restore to American business the right to trade while p rotecnni:ur lead by control-
ling the export of goods and technologies that we consider to be militarily critical.

Moreover, by granting the Soviet Union the same rights to trade with us as we have
given to most other nations, we would do much to relieve the political tensions.

Senator PELL. You know better than I from your last trip to
Europe how the Europeans feel about our sa y1.rﬁ that they cannot
“hel w1th the pipeline while we go ahead and wheat.
be specific, do { u view trade sanctions against the Soviet
Union as effective in lessening the Soviet pressure on Poland or on
Afghanistan or in promoting liberalized emigration policies?

Has it had any result, in your view?

Mr. SHULTz. As a general proposition, Senator, I think the use of -
trade sanctions as an instrument of diplomacy is a bad idea. I do
not think it has—we just are using it here, there and elsewhere to
try to affect some other country’s behavior. It basically has not
worked and has led us into a situation where our own trade is
damaged and in its use it becomes a wasting asset. And I have
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written about that, and I think in the documents that I filed with
the committee, the article that I wrote on that is represented.

Senator PELL. And it would go against the laissez faire economic
doctrines of your administration, too.

Mr. SHuLTZ. However, let me go on to say that given my belief in
the general proposition that the use of trade as a diplomatic
weapon is not a good idea, I can readily conceive of situations
where overriding considerations would 1 you to do so, and I can
fully support and understand the President’s decision to apply
sanctions, as he has, in the light of the terrible things that have
been done in Poland, and to express ourselves in that regard.

Now, it is said on the one hand that these sanctions hurt us, and
it is true, they do. And to a degree, I think that shows our serious-
ness of purpose. It shows that we really mean it, we care. It is
sometimes said that these sanctions have no effect. I would not say
that. And I find it a little peculiar that many people who say they
have no effect at the same time are screaming bloody murder
about their use. If they really did not have any effect and did not
bother anybody, I do not expect that we would hear all the com-
plaints that we are hearing.

So I think they are having some effect, all right, and at least
they are calling attention to the fact that the President, the Ameri-
can ple are deeply concerned about the way the Polish people
are being treated, and very much want to see that situation

change.

Senator PELL. Is it not a question of the degree of hurt and who
is getting hurt? Do you specifically believe the recent administra-
tion restrictions on the export, direct and indirect, of the pipeline
equipment and technologies hurt the Soviet Union more than it
has hurt the NATO alliance?

Mr. Snurtz. I think it is a ‘proper decision that the President has
made, and I fully support it for the reasons that I have outlined in
the previous answer.

Senator PELL. Do you think that the balance of hurt is greater on
them than on us, on our side, in your view?

Mr. SHuLrz. It is hard to know what a balance is. It obvi%t:gy
has a bad effect on some of our suppliers, and it is causing us diffi-
culty in Europe. Everybody knows that. I think that it is making a
point, and making a very important point, and I do not know how
you weigh all of these things in the balance, but to me the making
of that point and registering it as a strong matter of principle is
extremely important.

Senator PELL. Robert Schmidt, who is president of the American
Committee on East-West Accord and an industrialist, said we have
in essence declared economic war. Before it is too late, we should
stop and ask ourselves whether it is in our best interest to declare
economic war on the Soviet Union. Does the administration seri-
ously think that our allies in the Atlantic alliance will go along
with such a policy?

Will not the further isolation of the Soviets from the mainstream
of world commerce increase the risks of global war?

I would think that this view would be very sympathetic to your
own views, to the viewpoint of your own economic background.

What would be your reaction?
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Mr.MSnUL'l:.uIdonotthmk’ thatwearedeacbo' ecogcl)::ti;war
on an , but we are registering our view about i vior,
and it seems to me we must be realistic about what is going on and
thatregister that view and nurture our strength and be clear about

Now, that does not mean for a minute that we want to have an
economic war or whatever. We, as I said in my statement, should
hold ourselves ready for a more mutually beneficial relationship,
but not until we see some responses from the Soviet Union.

Senator PELL. you.
Changing the subi';ct to the question of nuclear war and nuclear
freeze, we used to have a Secretary of War. We do not anymore.
There now is a Secretary of Defense, there are Secretaries for the
separate services. You are de facto, I guess, Secretﬂ of Peace.
And in that regard, and in connection with the START negotia-
tions, I would be very interested in your views as to how they can

be helped alonimk :

Some of us thi thattheMe,thecastofcharactersthatare
at the top of them, General , Mr. Nitze, Mr. Rostow, are not
noted for their arms control views, and it would seem to me that it
is going to take a considerable effort on your part to push those
neﬁo:iations along, or do you see yourself doing that?

. SHuLTZ. I certainly do, but I would say beyond that that I
have known Mr. Rostow for a number of years, I have met with
hinil:ehgre he left for Geneva 2 days ago. I had a long discussion
with him.

I know, although not well, Mr. Nitze, but an outstanding Ameri-
can, very knowledgeable, as is General Rowni:nl could not imagine
people who are more af;)fessional and more knowledgeable in this
area, and I believe toughminded. And it seems to me that
what we want to project into these negotiations is the notion that
the people there are highly professional and knowledgeable, nobod;
is going to pull the wool over their eyes. They are toughminded.
And, as I tried to ‘put it in my statement, that no one should doubt
our seriousness of purpose, but also no one should think that we
are going to get in a position where for the sake of an agreement
we will agree to something that is not in our interest. We only
want an agreement if it is a constructive and balanced agreement.
And I believe that our negotiators will carry that out, and that
would certainly be my attitude.

Senator PeLL. I would agree with you that our negotiators are
certainly toughminded and knowledgeable. My point was th:glsare
not noted for being strong supporters of arms control, and this is
where I think a certain amount of pressure has to be exerted.

In connection with the freeze resolution, I believe I was the first
Senator to suprort the American Friends Service Committee’s pro-
posal for a nuclear freeze.

Why do you or the administration consider it harmful to Ameri-
can national interests?

Mr. SHuLTzZ. I will just have to give my opinion about it, Senator,
which is, first of all, that I think anyone can understand and feel
personally why the existence and even the slender threat of use of
nuclear weaggzsxs is so bothersome to everybody. It is a menace that
our society inherited, and we want to do something about it.
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But as I have thought about it, it seems to me that a freeze is a
bad idea, fundamentally because a freeze is the enemy of a reduc-
tion. And what the President has proposed is a reduction. That is
where we want to go. If we agree to a freeze of the current situa-
tion, we take away any incentive that the Soviet Union has to
engage in negotiations for reductions. That is the fundamental
point.

Senator PELL. As you know, of the two superpowers, we are the
one whose policy is most openly based on the idea of first use of
nuclear weapons in the event of a reversal in a conventional war.
Now, in this regard, if you subtract the Eastern European forces,
the Warsaw Pact forces, upon whom the Soviets would have a
tough time depending, and make some allowance for the Soviet
forces on the Chinese frontier, you find that the NATO forces, not
including the United States, would outnumber the Soviets.

Why do we have this defeatist idea that we must resort to nucle-
ar weapons in order to defend Central Europe?

Mr. SuuLTZ. You mentioned this factual situation to me when we
had our individual discussion.

Senator PELL. Yes.

Mr. SHULTZ. And so I checked on it, and the numbers that I see
on the balance of conventional forces are different from what you
have said and show that on the whole there is a preponderant
number, preponderance in Soviet troops or Warsaw Pact troops, in
various forms of heavy military equipment such as tanks, and so
this notion of an imbalance I think is there, as I have seen those

res.

Now, I believe that our policy is that we are not going to engage
in aggression. We are not going to have the first use of armaments.
If somebody else engages in aggression in Europe, then we have to
reserve the option and preserve the uncertainty as to what we are
going to do.

Senator PeLL. Thank you. My time has expired.

Just for the record, I would point out the freeze resolution also
included reductions in it.

Thank you very much.

The CHAIRMAN. I would like to note also for the record that Sen-
ator Javits, who is the author, with Senator Stennis, of the War
Powers Act, would have liked very much to have been here. One of
the greatest proponents of arms control we have ever had in the
Senate of the United States is here, and I am pleased to recognize
the presence of Senator John Sherman Cooper of Kentucky in the
third row right here.

John, welcome back to your home in the U.S. Senate.

Now the distinguished chairman of the Agricultural Committee,
but more important, a member of the Foreign Relations Commit-
tee. '

Senator HeLms. Thank you, Mr. Chairman.

Mr. Secretary, I watched with some care and great interest your
cochairman of the board at home, Mrs. Shultz, while you were deli-

vering your statement. She followed it very carefully, and she
nodded. I think you got an A plus.
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Mr. SauLTz. Senator Helms, I have to correct you. She is not co-
chairman of the board at home; she is chairman of the board at

Senator HeLMs. That shows he is a diplomat, does it not?

Mr. SHuLTZ. No, I am a realist. [General laughter.]

Senator HeLms. Mr. Chairman, if I could use a minute of my
time, I believe the Secretary’s son, Alex, and his daughter, Meg,
are also here along with Mrs. Shultz. I know the rest of the com-
mittee joins me in welcoming all of these members of your family.

Mr. SnuLrz. Thank you. Yes, they are.

Senator HeLms. But what I am really getting around to is two of
Senator Percy’s grandchildren are in the audience, and we are glad
to have them. I expect equal time when my grandchildren come.

Mr. S8uuLrz. I have a f:&ing I am being set up.

Senator HeLMs. Yes, you are. l'l(;‘veneral laughter.]

You can count on it. [General laughter.]

The CHAIRMAN. No; it is just your appeal to all generations.
[General laughter.

Senator HeLms. Mr. Secretary, I very much enjoyed the visit that
you and I had several days ago, and I have no predigﬂosition to try
to paint you into a tight circle, because you have ahead of you a
full plate of variables.

I will say that I was interested that your statement said very
little about Latin America, but that does not bother me because I
know from our conversation your awareness of and your concern
about the peril that faces this country in terms of our neighbors to
the south. The w of an spudding is in the eating. And the as-
sessment of a etary of State will depend upon his judgments
and his recommendations to the President.

Let me ask you one general question—and this is not designed to
hem you in or pin Kcl)u down—are you familiar with the foreign
policy platform on which President Reagan ran in 1980?

Mr. SHuLTZ. Yes, sir.

Senator HELms. Do you think it is a pretty good platform?

Mr. SHuLTZ. Yes, sir.

Senator HELMS. You think then that it ought to be implemented?

Mr. SHuLTZz. By and large, yes, sir.

Senator HeLms. Do you think that the second, third, and fourth
levels of the State Department ought to be interested in imple-
menting the Reagan foreign policy?

Mr. SHuULTZ. It is up to the civil servants in the Government to
serve the Government that is in power and in accordance with the
laws of the land. I am sure that that will be the case.

I would say, Senator, that I have been at the State Department
for only a brief period, and they have been helping me to under-
stand the various issues, to get my statement up and so forth. And
I found there, as I found in the other Government departments
where I served, a great reservoir of talent and dedication. They
really helped me a ﬁ:at deal.

Senator HELMS. t is good. [General laughter.]

Let me move on to one specific thing. You have no problem
whatsoever, do you, with the administration’s constant and firm as-
surances that Taiwan need have no fear from any action by this
administration?

-
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Mr. SHuLTz. I have no problem with that whatever, Senator. But
I say as well that I thmE' the continued development of our rela-
tionships with the People’s Republic of China is a matter of great
importance. But that is not to say that I have any hesitation in
supporting the relationship we have with Taiwan and in the faith-
ful ing out of the provisions of the Taiwan Relations Act.

Senator . Do you have any problem—well, let me put this
in general terms—do K?u have any problem with a third country
dictating our relationship with another, with a second?

Mr. SHuLTz. Well, I think, Senator, that we have to think
through what is in the best interests of the United States and then
act on the best interests of the United States wherever in the world
we may be turning. So our touchstone is our interest, and we have
to look at everything that way.

Senator HELMs. Mr. Secretary, I am going to let that answer go
by, but that is not an answer to my question. Again, I think I know
your concerns about this matter, and as I said earlier, I do not
want to be among those who may try to pin you down.

Mr. SaurTz. I would be delighted to have you pursue that howev-
er g'eou wish. ~

nator HELms. All right, I will. How about aircraft, the sale of
aircraft to Taiwan, where do you stand?

Mr. SuuLrz. If it is determined by us that that is needed for the
defensive purposes for Taiwan, that we should do it. .

Senator HELMS. So you will not be deterred by protests from
Peking about the sales of promised military equipment to Taiwan?

Mr. Saurrz. No.

Senator HELMs. Now, you are going to have an outcry from
Peking. Are you going to say this is our business, or are we going
to be nervous and shaky about Communist China?

Mr. Snurrz. It is our policy, and it is a policy that I support, that
the differences of opinion between the Chinese on the mai d
and the Chinese on Taiwan is a problem for them to work out,
except that we have undertaken, and I support that undertaking,
that any solution to that problem should re:s);dpemﬁﬂ means.
And in pursuit of that objective, we have exp our willingness
and determination to provide defensive arms as needed to Taiwan.
And personally I think that is exactly where we should be.

Senator HeLMs. Have you discussed the Taiwan situation with
the President specifically in any detail?

Mr. SuuLTz. No, sir, I have not. But I have read things that the
President has said. I have discussed it with him on earlier occa-
sions. I have seen the President briefly when I came from London
and met with him at Camp David, and then shortly thereafter he
went to California, and I hit the books. And I met with him yester-
day, but it did not happen to ‘come up.

nator HeLMs. In that case, I have you at a little bit of a disad-
vantage, and I do not want to push that. But the President called
me on one occasion and gave me his absolute flat-out assurance on
the <£1estion of Taiwan. This goes back to the original question that
I asked you about the 1980 foreign policy platform on which
Ronald Reagan ran and was elected.

Mr. SxuLTz. Is there some ambiguity about my answer? I did not
think there was.
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Senator HeELMB. No, I did not think so. I think it is fine, particu-
larly under the circumstances.

Finally, would you address yourself to the degree of your con-
cerns about Central America, what our responsibility is in that
area and what our failure to exercise our responsibilities will be in
terms of results? Your statement had a mention only of the Carib-
bean Basin. I think this confirmation hearing ought to include a
statement by you with reference to Central America and South
America, if you can.

Mr. SHULTZ. Yes, sir. Let me make a comment first about the di-
lemma I faced in writing out a statement to present to the commit-
tee.
Senator HELms. Oh, I understand.

Mr. Suurrz. I scratched my head and thought, well, maybe I
ought to try to say what I think about everywhere in the world,
and there is no space to do that. The problem then is if you speak
about any place, then people may infer from that that you do not
think some other place is important. So my decision was, since so
many members of this committee asked me about the Middle East,
in view of the fact that I had a prominent role in Bechtel and we
had lots of work in the Middle East, in the Arab countries, I
thought that was a fair enough question and that I ought to ad-
Ot that docs sot b hat I

ut that does not by any means suggest that I am not cognizant
of the tremendous problems and opportunities and relationships
that we want to nurture in other parts of the world. And I meant
to cover that by saying that it seems to me we must have a global
outlook, as General MacArthur reminded us some time ago, or re-
minded this Congress at a joint session so eloquently. :

Now, as far as Central America is concerned, it must be a matter
of great importance to us to see that in Central America, so far as
we can help to bring it about, there is an opportunity for that nec-
essary stability if economic development and progress and a decent
life is to take place.

We must recognize that there are difficult problems in many
countries of Central America, and to a very considerable degree fo-
mented by a flow of armaments that seems to come from the Soviet
Union to Cuba, to Nicaragua, and to wherever. And that is a reali-
ty that we have to look in the eye, and we have to know where our
interests are and support them.

At the same time, I would say, we never want to get ourselves in
the position of feeling that the essence of the problem is essentially
military. I think it is true in these situations that, in a sense,

_having a stable environment from the standpoint of law and order
is a necessary condition, a necessary condition but not a sufficient
condition, for the kind of development we would like to see in that
area, and in order to have both a necessary and sufficient condi-
tion, there has to be a chance for economic development and a
chance for freedom and liberty and the things that we enjoy in this
country.

Senator HELMs. Mr. Chairman, let me just make one closing
remark. Secretary Block is an excellent Secretary of Agriculture,
and I believe that he offers to our country one of our major foreign
policy levers. And I do hope, Mr. Secretary, that there will be a




217

close relationship between you and Secretary Block because I be-
lieve it will be to the advantage of the United States. I feel sure
that my friend Dick Lugar is going to address himself to grain and
one thing or another.

Thank you, Mr. Chairman.

Thank you, Mr. Secretary.

. Mr. SHuLTZ. I could comment, Senator, that Secretary Block was
ight on the stick. I had hardly set foot in Washington when he
ed me up, and he had a c{nece of paper in front of me right
:ﬁvay. And he came over, and we had a nice talk. So he is right
ere. :

Senator HeLMs. I forgot, this is all an “Illinois Mafia” that we
are operating here. [Laughter.{

The CHAIRMAN. Secretary Block called me Sunday at home when
I returned from Illinois, to comment on how much he was looking
forward to working with Secretary Shultz. They have a very high
mutual regard and, I think, will have a very close relationship.

Senator Helms, I would like to say that certainly the President
has given us assurance, in response to a letter that I wrote to him,
that there will be close consultation on this delicate Taiwan-Peking
situation. .

And I would like to commend the President on withdrawing the
sanctions from Argentina now, commend the British on the return
of all prisoners, and the effort being made by all of us to get this
tragic Falkland Islands situation behind us as rapidly as possible.

nator Biden.

Senator BmeN. Thank you ver¥ much.

Good morning, Mr. Secretary. It is nice to see you again.

Mr. SHULTZ. morning, Senator. :

Senator BmeN. I would like to make one comment prior to begin-
ning my questioning. As long as you follow the dual advice of Sena-
':l,rli Pell;ctz aind Helms on Taiwan, we will have no problem. [Gener-

ughter.

You will satisfy everyone. They refresent both points of view.

Mr. Secretary, you are here—and I call you Mr. Secretary not be-
cause you have been confirmed yet but because you have been Sec-
retary at least on two other occasions, and I expect on a third—you
are here because there is a problem. You are not here in the
normal course of events, although it has become normal in the last
two administrations to see a Secretary of State leave in midstream.

And as you know as well as any of us on this committee through
your worldwide travels and close relationships with the various
world leaders—and I am not merely referring to the Middle East; I
am referring to Europe, Germany, Great Britain—that is an ex-
tremely worrisome aspect of American foreign policy to our friends
and foes alike.

So you are here because we have a problem. And your job is
going to be to solve the problem, not merely to be the etary of

tate, which is an awesome responsibility.

To an outsider looking into an administration as I am, it seems
as though in order to solve that problem, one of two things has to
happen: Either there has to be a structural reorganization within
this administration which has little foreign policy organization—
and I say that about the last administration, too, although this is
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like Carter revisited from the right—you have the National Secu-
rity Adviser bounced out after less than a year, a very strong
figure, strong personality; you have the No. 1 person in the Cabinet
bounced out in less than 2 years in an administration; the two
chief foreign policy spokespersons of this administration, the only
two with acknowledged expertise in the area of foreign policy prior
to assuming the office, gone.

And now we have a man of your caliber. And I do not say that
lightly. I think you are, of all the peoi;le who have been submitted
in the four presidential terms that I have been through as a U.S.
Senator, you are at least as qualified intellectually, politically, mor-
ally, and every other way as any man who has ever sat before any
of our committees. .

But to get to the specific question. It is either a structural prob-
lem or a serious personality problem. And you in a newly pub-
lished book criticize the overreliance on “the exact organizational
form of the coordination mechanism for shaping policy. What
counts more than the structure of the coordinatin% mechanisms
are the personal qualities of the key officials and their ability to
work together.”

You go on to say, “The White House has many of the attributes
of a royal court. Access to the President. can easily become an end
in itself. Intrigue can too easily replace analysis in policy formula-
tion and execution.” .

Simply put, Mr. Secretary, how are you going to solve the prob-
lem for America? How are you going to solve the problem for this
administration of having one person, one voice, one policy in for-
eiﬁ policy? Can you do the job, and how are you %oinﬁlto do it?

r. SHULTZ. I think it is basically extremely simple. The foreign
Kolicy we talk about is the President’s foreign policy. My job is to
elp him formulate his foreign policy, along with others, and to
take a major part, both in the formulation and in the effort to ex-
ecute that policy, and maintain a consistency of it. But it is simple
in that it is the President’s policy. We are all in the administra-
tion, fundamentally working for him. He is the boss.

So I think it is a very simple proposition. There are procedures
set out, and there is a National urity Directive that states the
responsibilities of the Secretaries of Defense and State and the Na-
tional Security Advisers and other Cabinet officials. And I have
that—I am sure aﬁou have it—that lays it out very clearly.

But I personally still agree with what I wrote, and which you
read, that in the end you have a group of people there and they
have to develop a good, solid, respectful working relationship. And
that is always the way I have gone about it in other jobs that I
have had in government and the university and companies, and
that is the way I intend to go about it here.

Senator BmeN. If I can pursue that a little bit further. In an-
other article in May of 1979 in Business Week, you referred to, I
think very accurately, “lightswitch diplomacy.” And for those who
did not read the article, as I expect most have, ¥ou were referring
to the “off-again, on-again” quality of American foreign policy.

Mr. SHuLTZ. I was referring to the “off again, on again” use of
trade as a tool and all over the world with friends and foes and just
the idea that here is something we can get a hold of and switch it
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back and forth and have some impact. And the article was an
attack on that line of thought.

Senator BipEN. There are some people within this administration
who appear to believe in that type of foreign policy as it relates to
the use of trade.

Mr. SuurTtz. Well, I do not sense that. But as I said earlier, I do
think in the case of the sanctions that have caused so much atten-
tion, that there you have this overriding concern with the treat-
ment being accorded to the Polish people and the desire to register
our views about that and to have some impact.

Senator BmpEN. I will not pursue the inconsistency of selling
grain and not letting the Europeans conduct trade. I will let
Helmut Schmidt tell you more about that.

Mr. SuuLtz. I am sure he will.

Senator BIDEN. I am sure he will, and everyone else.

But let me, in the 2 minutes I have left, continue to pursue the
point about who is going to state the foreign policy. And I am not
being facetious when I say this.

The President of the United States, not unlike the last President
of the United States, came to office without any recognizable dis-
cernible background in the area of foreign policy. His strong suit
has not been foreign policy.

Now, hold on a minute before you leap to the defense here. The
President’s strongest supporters have always said with regard to
foreign policy the one thing they would be certain of, he would sur-
round himself with good people. No one ever talked about the
President being a Richard Nixon in foreign policy, a man who
thought that was his area in terms of his background, his interest,
and his concern.

Now, this President has as apparently his chief remaining for-
eign policy adviser a man who has even less background in foreign
policy, the National Security Adviser, a man who is a fine man, a
man who is one who is able apparently to bring together disparate
views, but also a man who appears to be having a greater and
greater influence on the policy decisions relating to very important
foreign policy questions. And I refer obviously to Mr. Clark.

Do you anticipate—and I know what the answer will be, but I
want to ask it for the record—do you anticipate being able to have
a close relationship with Mr. Clark, and do you anticipate being
able to have the President’s ear on foreign policy matters when-
ever there is an important foreign policy question to be decided?

Mr. SHuLTZ. The answer to those questions is “yes.”

Senator BIDEN. Have you asked the President whether or not you
will be able to have access whenever there is a foreign policy
matter?

Mr. SHuLTZ. The President has told me that I have access to him
personally or by phone or whatever wherever we are at any time.

Senator BipEN. Well, there is much more to pursue on this, and
that red light is about to go on. There is a lot to talk about in
terms of the Middle East and nonproliferation and Bechtel and all
the other things that you have raised.

Let me ask you one question with regard to Bechtel, and I com-
pliment you on your statement with regard to your recusing your-
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self and divesting yourself of interest, et cetera. Are you going to
go back to Bechtel?

Mr. SHuLTZ. I have no plan. I have no invitation to go anywhere,
no plan to go anywhere. I have not given any thought to what I
will do. And the only more or less commitment I have is to go back
to Stanford, and at that point I will be, assuming I can hang in
there, just about at retirement age. [General laughter.]

Senator Bipen. Would you be willing to commit not to go back to
Bechtel? And before you answer, let me tell you why I ask. You are
going to receive a number of questions from my colleagues here,
who have done a lot of research on Bechtel and its relationshp with
the Arab world, and everyone is fully aware of the Saudi policy,
among others, with regard to with whom they deal if they deal
with the Israelis.

Some are going to suggest to you that if, in fact, you were re-
quired to take a position in the interest of the United States of
America that was viewed as very supportive of Israel and against
the interest of Saudi Arabia, that you might very well be reluctant
to do so because you would know that that would prevent you from
ever being able to reassume a position at Bechtel.

Mr. SHuLTZ. Oh, no. I do not have any such concern in my mind
at all. In the first place, I think, even though I was part time at
Stanford, I am on tenure. So I have a job. Any tire you want to
get rid of me, I have a job. Senator Hayakawa used to be a college
president, and as he knows, people on tenure are tough. [General
laughter.]

And that is my situation. I also am fortunate to have accumulat-
ed enough assets so that if I choose to sit around for a while, I am -
not going to starve. So I have a free hand.

Senator BipeN. I would be presumptuous not to suggest to you
that it would allay a lot of concerns, beginning with this Senator,
and maybe also give you a freer hand if you would be willing to
make a public statement that you would not go back to Bechtel,
even though you are not required to make such a statement. l}ut I
will not press that point at this time.

The CHAIRMAN. Thank you. Senator Hayakawa.

Senator HAvakawa. Thank you, Mr. Chairman.

Since I am concerned as chairman of the East Asia and Pacific
Affairs Subcommittee, I am going to ask a couple of questions
having to do with East Asia. Something that bothers me a lot, is
that Vietnam continues its military occupation of Cambodia and
resists the ASEAN governments’ and the U.N.’s efforts to negotiate
a political settlement.

However, a tripartite coalition government in exile has just been
formed under the leadership of Prince Sihanouk, Son Sann, and
Khieu Samphan with the blessing of ASEAN [Association of
Southeast Asian Nations], and will soon be seeking international
assistance.

Now, from the point of view of the West, that looks like a hope-
ful sign. Do you believe that the recent formation of such a coali-
tion government in exile for Cambodia is a step in the direction of
a political solution in Cambodia? And to what extent do you think
the U.S. Government should support such a coalition?

-~
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Mr. Saurtz. I think it is a constructive step. I think the main
point is to get Vietnam out of Cambodia or Kampuchea, or what-
ever is the right name for that part of the world. It seems to me
that our right posture is to strive for that and to support our
friends, the ASEAN countries, in what they are doing.

Senator HaAyAkawA. Thank you. I, too, believe that the ASEAN
alliance is a force for good in the world, and if they believe that
this coalition, this tripartite coalition, in Kampuchea is something
that offers hope for the future, I think I would agree with you that
it is something we should encourage.

But should our policy go so far as to offer military supplies for
Son Sann’s forces? Or would you rather address that when it actu-
ally comes up? ,

. SHuLTZ. I think I would rather leave it that way.

Senator HAvyaARAwA. Last August I visited Laos in the hope of
finding out something about our unaccounted-for POW’s and MIA’s
and got, I thought, somewhere with the negotiation. But it turned
out that I got nowhere at all.

I offered -to encourage the sending of an American team of ex-
perts to clear the Plain of Jars of the unexploded bombs that still
lay there, endangering the lives of Laotian farmers who would acci-
dentally strike them with their plows or hoes.

I hoped that in return for such a humanitarian gesture, they
might give us assistance in accounting for some of the aviators we

-know were shot down, and we know exactly where they were shot

down, so that we could be given access to those places so that we
could identify their bodies or identify the wreckages and report to
their next of kin exactly what happened to them, if they could be
identified.

I had hoped that something would come of that, but despite the
hopeful signs last August and September and exchanges of corre-
spondence, nothing has come of it.

Is this a promising way of approaching this problem? Is there
any hope of getting from such stern and what are apparently inhu-
man dictatorships that you have in Laos and Vietnam, any such
%i%t?gw for questions of this kind, like the MIA's and the

8?

Mr. SHuULTZ. Senator, I think that we must have hope. We must
have effort and work, and we must follow every lead we can find
and use every avenue we can find to give as much information as
is possible to the people directly involved and to their families. It is
a matter on which we have to work hard and extend our greatest
sympathy and efforts.

Senator HAvaAkAwA. I am doing the best I can but seem to be get-
ting nowhere. I would certainly be grateful to you for your help.

Mr. SHuLTtz. It has certainly been one of the heart-rending as-
pects of the aftermath of that war, and it has also been a measure
of those governments to see how cruelly they have used that fact.

Senator HAvakawa. What should our policy be on the release of
commodity stockpiles which have a direct effect on commodity
pirlices of our friends in Southeast Asia? We do have those stock-
piles.

Mr. SHULTZ. Are you speaking of the tin problem, mainly?
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Senator HaAvakawa. Well, to release those commodity stockpiles
would have a direct effect upon commodity prices for our friends in
Southeast Asia.

Mr. SHULTZ. Any time that you sell into a market, you have
some effect on the price.

Senator HAYAkAwA. Yes.

Mr. SuurTz. I think from our standpoint, as a general proposi-
tion, if we are going to sell off stockpiles, it is best to sell them into
a rising market rather than a falling market, as a general proposi-
tion, and using the fact of the sale in whatever constructive way
we can. I was in Malaysia recently, and I heard a lot about this.

Senator HAvakawa. Trade friction between Japan and the
United States continues to be very high. What do you believe to be
the source of this enormous trade deficit with Japan? What steps
do you see as neoeasa.liy to rectify this?

Mr. SuuLtz. First, I think the biggest problem to be worked out
is access to the markets of Japan. The Japanese have taken some
steps recently, important steps, that help in that regard. And I
think there are further things that need to be done.

To me a particular problem is the system of inspection by which
particularly manufactured goods enter Japan. And they have com-
mitted themselves to streamline that. I think we need to watch
that closely and helfaceem to follow through and be sure that that
actually does take place. That will be of some assistance.

At the same time we must acknowledge that one reason why
there are so many Japanese goods sold in this country is the Japa-
nese have done a darned good job of producing high-quality goods
at a low cost, and that is a great advantage to our consumers.

I would say further that while the imbalance with Japan is very
large—and basically, it is undesirable to have that big an imbal-
ance with one country—fundamentally, we have to look at the
trade picture on a multilateral basis and not get too wound up in
any one country. On a multilateral basis we have a reasonably
good trade picture, all things considered.

Senator HAYAkAawaA. This is not a question, sir, just a bit of infor-

- mation. I am working on legislation to make an exchange by
means of which we ship Alas oil to Japan while Mexican oil
goes to the east coast via the gulf in a sort of exchange process.
And if this kind of legislation goes through, it might reduce our
trade deficit a little.
thMril?SHUL'rz. I wish you luck. Why do you not include gas with

e o

Senator Havakawa. It is uphill work. There is a lot of objection
to it. Thank you, Mr. Shultz.

The CHAIRMAN. Thank you, Senator Hayakawa.

It might be appropriate, without objection, to insert in the record
at this point a letter that I have just received from one of our most
respected former colleagues, the former majority leader of the
Senate and now Ambassador to Japan, Mike eld.

Dear Chuck: I should like to add my full support to the nomination of
Shultz to be Secretary of State. I have known him for over 20 years as one of
Naﬁ:n’s gr:at &%opgamitsjt:i’ a :ntin; of ﬁot?:dge' gel:hi;catioq, and mtegnttly He is the

man ior al an Services are needed in
ﬂﬁme of great ﬂculty. He hungvisiml ?I’apan and the Pacific gmAsianyarea many
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times and during the last 2 months had lengthy and productive meetings with
Prime Minister Suzuki and also meetings with other high officials and businessmen.
g:sthfs'the confidence and trust of the government and the people of Japan and
18.

The CHAIRMAN. And I think before Senator Lugar, as chairman of
the Subcommittee on Europe asks questions, we should note also
that throughout Europe there has been widespread acclaim for this
nomination, as we did when Secretary Haig was brought before this
committee. They had a very high regard for him as well.

Senator Glenn.

Senator GLENN. Thank you, Mr. Chairman.

Mr. Shultz, I had asked the committee to have Secretary Haig in
for a hearing before your hearing. I thought that was important.
That request was not honored.

But you are here today because Secretary of State Haig resigned
because of a change of policy that he could not accept. What is that
change of policy?

Mr. SHULTZ. Senator, when the President called me, what he said
to me is, Secretary Haig has resigned—past tense—would you be
Secretary of State?

I am concentrating on the future. And I think to get authorita-
tive word on whatever precipitated Secretary Haig's resignation, it
is really appropriate to talk to the people who were involved. I was
not there. I was not even in the country. And I do not know.

Seﬁxl:'t?or GLENN. Have you not questioned Secretary of State Haig -
on this?

Mr. SHuLTz. I have talked to Secretary Haig, and our conversa-
tion has been directed toward the future. We had a lengthy conver-
sation a week ago Sunday, I think it was, about 3 hours. We went
around the world, and he was most constructive and helpful. But
we did not try to warm over his situation. That is for him to work
out.

Senator GLENN. Did Secretary Haig tell you why he was resign-
ing? That surely must have come up in your conversation.

Mr. SHuLTz. I did not try to press into that.

Senator GLENN. No; but did he tell you why?

Mr. SuuLrz. One can make inferences of various kinds from
what you read in the papers or things that people say. But I basi-
cally felt that it was not my issue, and I have enough things to
think about than to get into that question.

. Senator GLENN. Well, did he volunteer to you why he was retir-

mmr resigning?

. SHULTZ. He made a few comments to me about it. But as I
say, I wanted, and he preferred, to have our conversation concen-
trate on doing the job as Secretary of State and the problems that
were facing us and matters of that kind.

Senator GLENN. President Reagan has said that the public knows
as much as it needs to know about this matter, which was a rather
incredible statement, it seemed to me, with his having come to
office with a pledge of an open Presidency and free information.

Stonewalling, in this case, has left our own citizens mystified and
our allies greatly disturbed. And I know that personally from
having talked to some of the Ambassadors who do not know what
direction we are going. I think it is important that we dispel some
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of this. How do we take away this doubt and clarify it if we cannot
find out what the change of foreign policy is? And I find it rather

I apg;e;cmte the position you are in, wanting to look forward and
not rehash old things here. But the Secretary of State, the leading
foreign policy person in the world’s leading nation, resi over a
change of foreign policy he cannot go along with, and the Ameri-
can people and other nations around the world do not even know
what that change of policy is.

are we goix:ig to take away this doubt or clarif¥ what our
new policy is if we do not even know what the chax:fe is?

Mr. SHuULTZ. I can only tell you what I know and what I plan to
do. And from my standpoint, I plan to work closely with the Presi-
dent and his advisers and to continue work on the formulation and
execution of our fo:aiﬁn policy. And as I have watched it emerge,
from a distance, ifornia, travel around the world, it has
emerged to me as a consistent and coherent foreign tgolicy. I have
not had any trouble with it, and most mple around the world that
I have talked to have seen that there been a shift and can see
the general outlines and directions of it.

Senator GLENN. Well, do you feel there has been a change in for-
eign policy yourself?

. SHULTZ. From the Carter administration, yes, a very distinct
change.

Senator GLENN. No; I mean in the Reagan administration,
during the an administration.

Mr. SHuLTZ. I think there has been an unfolding and an evolu-
tion and emergence of a very clear foreign ﬁglsicy, yes.

Senator GLENN. So you do not feel there been a change?

Mr. SuuLTz. I read about that all the time, but when I look at
what is ha;(?ening, I think it is pretty clear and consistent.

Senator GLENN. Well, I am not saying there has or has not been.
I am just quoting the former Secretary of State who says there is a

c e.

Mr. SHuLTZ. Do not ask me about it. Ask him.

Senator GLENN. Well, you are the new Secre of State. I am
asking you. And if you do not perceive there is a ¢ e of foreign
g:iicy, then that means we go along with the direction we have

n going. I am not quarreling with the overall direction at the
moment here, but I will have some details to bring up later on
some of these things.

Mr. SHuLTz. I think the essential point is that we have the same
President, same man calling the shots, and that is the continuity
that we have.

And I would s:}y one other thing, if I could. I would like to make
one other point if I could on this, and this is just a personal view of
mine, although I believe it is widely shared. I think it is important
to have continuity in our foreign policy, and I do not mean day-to-
day, week-to-week continuity, but in sort of the broad sweep of
what we stand for around the world.

I do believe that there is a broad consensus in the United States
about what our country should be doing and that this is a biparti-
san consensus. And it seems to me important to nourish that idea
and work at it. That was one of the reasons I made an effort to call
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all my former colleagues, the Democratic Party’s Secretaries of
State, and the Republican Party’s.

And that is why I was heartened that they all were very forth-
coming in their willingness to help and why in my work as Secre-
tary of State, if I am confirmed for the post, I would intend to con-
sult and work with members of this committee and your counter-
parts in the House, on both sides of the aisle, because I think the
ﬁ:a.rantee of continuity comes from the breadth of support that we

ve for the fundamental things that we are trying to do, given
that we are always going to have t’s to cross and i’s to dot and one
thing and another where we will disagree.

Senator GLENN. I will get back to the issue of the consistency in
foreign policy, at a later time.

But before my time is completely up, do you favor sending the
Marines into Lebanon?

Mr. SHuLTZ. I favor the use of U.S. forces if it can be done pro
erly and safely in order to resolve the problem we see in Beirut. If
we can remove the PLO fighters from Beirut peacefully, get them
somewhere else, and avoid an explosion in Beirut, we will have ac-
complished something very important for the longrun cause of
Bieace, and we will have avoided a tremendous amount of

So if we can do that properly and in conjunction with the forces
of another country which I think shows that it is not just us, I
would favor doing that, yes, sir.

Senator GLENN. You used the word “safely.” I would submit that
if it can be done safely, we do not need the Marines. And-if it
cannot be done safely, then we are going to be attendin%:gme fu-
nerals over in Arlington with Marines coming back in y bags
one of these days. It is one or the other.

Mr. SHuLrz. Well, we certainly do not want that. But I do not
agree with you. I think that on our streets, if there are some police,
it helps safety. It is not a question of saying if things are safe, we
do not need the police, and if they are not safe, we cannot use
them. I think the presence of people who are capable of maintain-
ing peace contributes to it.

nator GLENN. Well, that is a combat situation there. And it

would seem to me that if we have the agreement that really makes

- it safe for Americans to be there and go right smack dab in the

middle of West Beirut, then what we need over there are some

people with clipboards checking the people out by name and not a
combat force.

The implication of a combat force is it will be used, and it might
be used whoever breaks the peace, whether it is the PLO, whether
it is the Israelis or whatever. If we are there with a combat force,
it is not a ceremonial function like the Sinai is basically. And it
disturbs me very much that that is the position we might be put-
ting a substantial number of Americans into. And we can expect to
take casualties. If we do not, then it should not be that type force
that goes in there, it seems to me.

Let me ask, too, I have been unable to get from anybody in the
State Department any idea of the long term settlement we are
trying to get out of the leverage that we have right now. We have
leverage in there now. If Lebanon wants us in, are we asking them
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return to, say, agree to the Camp David Accords? The PLO
wants us in. Are we asking them to cease terrorism and make
some agreement or other?

The Arab nations want us in. Are we asking them to

they can withdraw. They are a little less vocal about it. But are we
pushing them to get the West Bank on as part of the autonomy
talks so we can get that going again?

I have been unable to get a handle from anyone in the adminis-
tration about this. Are we using the leverage that we h‘%gpaen to
have right now because all parties want us to come in? t are
we u.lp ing in the waf of a loxgaterm solution to this thing that
could come out of this leverage that we have right now and which
will not last forever?

Mr. SHuLTZ. Senator, I agree completely with you that this is a
moment when, for reasons that are tragic in many ways, it never-
theless is a moment when there is a chance to establish a
Lebanon, and there may be a chance for a breakthrough in other
aspects of Middle East developments.

And it seems to me that we should be working hard on that as a
matter of urgent short term implementation of a long term pro-
gram. I agree with that. )

Now, having said that, I would have to say I do not have in my
mind some plan, and I do not think that you really succeed in a
negotiation by having a preconceived idea of what everybody
should accept. I think you have to work at it.

I said in my statement that I do believe that for it to succeed
there has to be Palestinian representation in this picture so that
the Palestinians feel that whatever outcome emerges is something
in which they have had a part. That representation has to be legiti-
mate in their eyes.

Senator GLENN. My time is up. But would you include talking to
the PLO as representatives of the Palestinian people?

Mr. SnuvTz. If the PLO acknowledges Israel and its right to exist
and the U.N. Resolutions that have been passed on this subject, 242
and 338, then that is something to consider. And the President, I
believe, has said that under those circumstances, and t‘mr!:icxularly
if they get off this guerrilla kick, they are one voice of Palestin-
ian people. Whether they are the voice is another 11uestion.

Personally, I hate to see people who have been elected mayors on
the West Bank or who perhaps have been appointed but apparently
have some degree of legitimacy in the eyes of the residents of those
towns removed from office, because you are just removing people
who have a certain level of legitimacy. You never get legitimacy by
appointing somebody to a post and specifying that they will do the
re resentmg.

nator GLENN. My time is up. But I hope when tﬁu are con-
firmed, that one of your top priorities will be using that leverage
we have right now, and which will be a fleeting thing to get some
of the long term aspects of this situation settled. I think this is
being overlooked right now.

Thank you.

The CHAIRMAN. Senator Glenn, because of the important princi-
ple that you have enunciated on setting a consistent and predict-
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able foreign policy, I would like to say to you, Secretary Shultz,
that this hearing should be a two-way exchange. You should learn
our views as well as we learning yours.

I would like to say that though we are, as you know better than
anyone, a separate branch of Government with separate responsi-
bilities, this committee has unique constitutional responsibilities
with respect to foreign policy. To the extent that it is possible the
members of this committee have tried through succeeding adminis-
trations to adhere to a bipartisan foreign policy.

We will work closely with you in attempting to develop a consist-
ent, steady, predictable foreign policy that will avoid miscalcula-
tion by both our allies and friends and by our adversaries, because
it is miscalculation that so many times leads to disaster. We look
upon that steadiness of policy as a part of our responsibilty, and a
part of our responsibility is to work with you.

Senator Lugar is next. He is the chairman of our European Af-
fairs Subcommittee.

Senator LuGaAr. Thank you very much, Mr. Chairman.

Secretary Shultz, two general statements have been made from
time to time regarding grain trade and other trade with the Soviet
Union. One you have reiterated this morning, in suggesting that
we suspended the negotiations for a long-term agreement on grain
after the Polish situation in December to show our abhorrence of
what occurred in December. You said it would be inappropriate to
renew negotiations now, because that would give the wrong signal.
This idea of “giving signals” seems to have permeated State De-
partment talk about grain in particular and trade in general.

The second statement that has often been made is that it would
be inconsistent to open up grain trade while at the same time op-
posing the gas pipeline. This has been regular diplomatic jargon,
and the press has picked it up again and again. Grain trade has
been regarded as a parochial interest of some Senators and Con-
gressmen in constituent-oriented casework which has very little to
do with foreign policy.

It has appeared almost troublesome for Secretaries of State and
others who have to deal with people who insist upon grain trade.

Let me try for a moment to review the bidding, because your an-
swers to Senator Percy this morning set off all sorts of alarm bells
for me. If you are suggesting that it is inappropriate for new nego-
tiations on a long-term agreement because of “wrong signals,” I
hope that you would reconsider your view. OQur agricultural produc-
tion base, as you have rightly suggested, is very important. You
suggest that agriculture reflects the difference between our system
and the Soviet system. It is very important to consider the great
stake we have in maintaining that base. It is vital whether we are
going to have a farm economy in this country that works or one
that does not.

I would contend that trading grain for gold is a good trade. It is
different from the pipeline in which Europeans will be lending the
Soviets money to facilitate trade, and which we believe will make
Europeans more dependent upon the Soviets. In fact, it is the Sovi-
ets who are dependent upon us in grain trade, and they give us
gold for grain, which extracts something of equal measure.
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I am not able to fathom the rationale for the embargo that Presi-
dentCarterxmpoeed,anembargowhlchwasadxsasterforagncnl
ture. History may judge whether it was of value in foreign policy. 1
thmknot,butthatnsarguabe What concerns me now is that we
have had a semie 0 under Secretary Haig, with the threat
that the other shoe t fall at any point. There has been a chill-
gﬁ effect upon Amencan agriculture, and people in American agri-
resent this. This may be perceived by the administration or

not, but it happens to be true.

We come now to a very important week in the life of American
agriculture and, I think, the life of the country. You will be weigh-
ing in with your opnuon, and it is a mighty important one at this
stage. We continue to hear arguments that grain trade gives the

signal, that food is an ap glropnate weapon, and that by di-

Sov1et herds, Soviet chicken flocks, and the Soviet diet,

that we bring some injury in the relationship of Soviets with the

state. These are ve tenuous arguments and I wonder why we

don’t get over this. can’t we get beyond the illusory thought

that somehow agncultural embargoes or the lack of trade is a
weapon of value?

In other words, why are Iyou reticent to say “let’s put this thing
aside, let'’s get over this, let's get beyond the State De ent
jargon which has permeated this argument too long? In short, this

i8 the txme for a new policy.”

Now, I know, and {ou have stated for the record that you were
involved in the last long-term agreement on iculture. You vis-
ited with Premier Kosygin himself about this. You know the argu-
ments backward and forward, and have dealt with these things
more than any other mdwxdual in public life. This is why I press
the point this morning. It is so important that somehow you get
through to the President and to the other Cabinet Secretaries that

this is fundamentally important for this country and its foreign
policy. This is not an argument that is related to the pipeline or
w1th anKthmg we have done before: it is important to resolve in its

Now, after all of this, do you have any comment? I must say,
after listening to Senator Percy and to your answer, I had a feeling
we are in for a very bad week. I would like to see if that could be
turned around.

Mr. SHuLTZ. I am tempted to quit while I am not too far behind,
but I will make a few comments.

First, I with your distinction between the pipeline and the
structure of that relatlonshlﬁaand the selling of grain. That distinc-
tion is a valid one. I do not have any trouble with the second. As a
matter of general policy, I have stated my view and written it out
some time ago about the use of trade as a day-to-day weapon in for-

ign policy, but I do not think it is a good thing to do.

aving said that, and having reflected on the behavior of the
Soviet Union in Poland and what is going on there, I find myself in
total sympathy and support for the President’s effort last m-
ber to r e%ster and make clear and give some effect to our objection
to that. Now, at that time, the talks on a long-term agreement
were suspended, and the notion was that they would stay suspend-
ed unless we saw some change in the situation. At least t| t’s what
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I read. I do not think we have seen any change. Maybe there will
be one, but so far there has not been one, and we do have a matter
of keeping some faith in a way with the Polish people in this coun-
try and in Poland. So, that weighs heavily with me.

Now, of course, it is obviously true that within the framework of
not undertaking a major discussion for a new long-term agreement,
that still leaves lots of possibilities for how trade may be conducted
in the next crop year. I do not foreclose any of those. I do happen
to believe, having struggled with this issue before, as you noted,
and let me correct the record, I was not involved in the negotiation
of the agreement as such. I think the first one went into effect
after I left Washington, but I was involved in a lot of the earlier,
cox(xlsiderations of long-term relationships between their economy
and ours. g

I do think that if we are going to provide them access to our
grain markets it is better to have a structure for doing that. So, if
we are going to have that trade, there should be some kind of
structure within which it takes place. I agree with that.

Senator Lugar. What type of trade? If you feel that we have
made a commitment by predicting long-term negotiations on
changes in Poland, and change has not occurred, what can we do in
terms of trade? What are the other options that exist in this cur-

rent crop year?
Mr. SauLTz. Well, markets could be opened. You could have sales
without an agreement. That is one thing that could happen. You

could have the current agreement extended as it already has been,

and the level of purchases could be what it has been or it could be

changed. There are all kinds of possibilities that are present but

which are not the negotiation of a new long-term agreement that

lf;as a span of years connected with it, that looks well into the
ture. |

Now, I would agree that given the right kind of situation, that
sort of relationship is desirable. It gives people a chance to plan
and think, the farmers as well, but we have a relationship with the
Soviet Union that is all of a piece, and we want it to improve as a
general proposition.

Senator Lucar. What you are arguing, then, is that it would be
desirable to have a long-term agreement so that there would be
fewer surprises and inappropriate buyj::ﬁ by the Soviets—but that
because of the tie-in with Poland we will need to proceed without
an agreement. Will this be so until there is a change in Poland,
and therefore that commitment can be laid aside and we can final-
ly proceed to do what would be most desirable?

Mr. SHULTZ. I think the situation in Poland is important in and
of itself and by itself, but we must also remember that it is part of
a pattern. We look at Afghanistan. We look at other areas of the
world where I think the Soviet Union has been disruptive from our
standpoint, so it is not as though Poland is a kind of isolated inci-
dent by any means.

Senator Lucar. Thank you very much.

The CHAIRMAN. Thank you very kindly.

Senator Sarbanes.

Senator SARBANES. Thank you, Mr. Chairman.
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Shultz, first, I want to commend you on your opening
statement and your w111mgness to address forthrightly some of the
concerns that have been raised. I want just to follow up on a couple
of 8omts first that are in your opening statement.

ou state, and it is a statement with which I concur, if I under-
stand it correctly, “I will do so fully conscious that the conduct of
our foreign pohcg'els, in accordance with the Constitution, a Presi-
dential duty rformed in collaboration with the Congress.
My job is to help the President formulate and execute his policies. I
shall be ever faithful to that trust.”

That trust, I take it, is to help the President formulate and ex-
ecute his pohcles, developed in accordance with the Constitution.
Would that be correct?

Mr. SHuLTZ. Yes, sir.

Senator SARBANES. And that in the last analysis the duty of a

ublic official is first and foremost to the Constltutlon and to the
ws of the land.

Mr. SHULTZ. Absolutely.

Senator SARBANES. You have addressed the Bechtel tie, about
which some people have raised questions. I must say, that I find
your comments proper and appropriate. I think that you ought not
to come in defensively or apologetically and you have not done so.
At the same time I think you have tried, as you state, to make
clclaar that there has been a full break in any legal ties with Bech-
tel.

Mr. SHurTz. Or financial.

Senator SArRBANES. Or financial. I want to take it a step further.
There is the questlon of mdependence of judgment—that the deci-
sions now being mad ing to be free of an lz'acarryover from
the past connection. I woul ask you first of all what you can point
to over your career that would give people confidence or reason to
believe that in the exercise of your new responsibilities you will re-
flect that md%ndence of ju ent which I think the American
people expect from their Government officials when they leave pri-
vate life and enter public life.

Mr. SauLTz. Well, I can only refer to my record. I sup that is
better than anythmg I can say. I certainly contend and believe that
I am able to exercise objective judgment, but that i 1s for you to de-
termine, and rather than listen to what I say, I suppose you have
to examine my record. I am not a newcomer to Was n, SO you
can examine it.

Senator SARBANES. Let me now ask you to recount for us in sum-
mary your involvement in the boycott issue.

. SHuLTZ. The Arab boycott of Israel issue and the legislation
that was produced? .

Senator SARBANES. Yes; and there was a Bechtel involvement at

one point as well.
- Mr. SHuLTZ. Yes. Well, I can recount that, recognizing that it
was a long and comphcated set of events with many things, and I
don’t remember them all, and may not get them all exactly
straight, but within that framework, let me recount that.

First of all, as you know, I think some time in late 1975 the Gov-
ernment entered an antitrust suit against Bechtel, accusing Bech-
tel of violating the antitrust laws by including in some of its con-
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tracts language pursuant to the Arab boycott. I might call your at-
tention to the fact, and there were some contracts where that was
the case, but I might call your attention to the fact that the U.S.
Corps of Engineers, the U.S. Coast and Geodetic Survey also had
clauses of that kind in their contracts. There was no public policy
about that.

President Ford made a statement of policy and Bechtel corrected
its procedures to be in accordance with that. Then came the anti-
trust suit. Bechtel fought that suit, and I think filed a very power-
ful brief, having read it. The law firm here in Washington, Hogan
& Hartson, prepared that brief.

Subsequently, a consent decree was negotiated, and the broad
nature of that consent decree in many res can be said to have
formed the basis for the subsequent legislation. That is, the basic
ideas worked out were the ideas that wound up in the law.

There was a feeling in Bechtel after the consent decree was
agreed to that the Government’s interpretation of it suddenly was
different from what we thought it was at the time the consent
decree was entered, and so we objected to it, and that objection was
carried on through.

In the end, the Supreme Court denied certiorari. In other words,
the consent decree stood.

Now, that is the legal line of events, the event being taken up in
the law having taken place before I arrived at Bechtel, and the
antitrust suit was something that took place shortly after I got
there, and I followed that process. Some time in the spring of 1976
or thereabouts, there started to be a lot of discussion of legislation
amending the Export Administration Act or providing a section in
the Export Administration Act dealing with foreign boycotts.

As ] examined that and others in Bechtel examined that, it
seemed to me that many of the things proposed amounted to a law
prohibiting trade between a U.S. firm with a country that was con-
ducting a boycott against some other country. That seemed to me
to be a most unwise piece of legislation, and so Bechtel and I, play-
ing an important part in it &ersonally, decided we would work on
that subject. We employed Walker Associates as a lobbying firm.
Wedlrggxsted istered properly in the Congress to lobby on the subject, and
we did.

My own approach to that subject, as to many other subjects, as I
have tried to get into one thing or another, was first to go to my
friend and business partner, Walter Shorenstein, in San Francisco,
and discuss it with him. He suggested to me that I ought to sit
down with some of the leaders of the central Jewish groups and he
volunteered to arrange it, and so I did in the summer of 1976, have
two meetings that I can remember with various people in which we
discussed the issues, I think, amicably and fairly thoroughly. We
did not agree, but we did have a discussion and exchange of views.

As it turned out, in 1976 the Export Administration Act died
without being renewed and so the issue was never resolved in the
Congress that year, but of course the subject came up right away,
as everyone ex it would, when the new Congress came in
1977. In Bechtel, we continued to register prom:ly with the Con-
gress as a compan‘{nl;aving an interest in this subject, and to
employ the Walker to represent us.
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By this time, Irving Shapiro, who was then the head of Du Pont
and subsequently the head of the Business Round Table, was
taking an interest in this subject. In fact, he had joined me in 1976
as one of the leaders with the Jewish organizations. I imagine you
may or may not know Irving Shapiro. He is an outstanding person,
ami in addition to being an outstanding chief executive, is also an
attorney. So I think that was particularly helpful.

There emerged in early 1977, as the issue came to prominence, a
relationship between the Business Round Table, of which Bechtel is
a member, and I have been a member of the Poli? Committee of
the Business Round Table, representing Bechtel, there emerged a
relationship in a sense between the Business Round Table and a
grouping of the Jewish organizations. We had a number of some
sort of big meetings on the subject. At any rate, out of it there
emerged a negotiating group, so to s some lawyers who were
put in place by the two groups, and they worked and referred back
and forth and so on, and eventually an agreement was reached
that in the end we all thought was a good agreement.

It was reduced to writing, and if I am not mistaken, the Con-
gress, perhaps with a sigh of relief—at least I got that impression
at the time—took that language absolutely as it was worked out by
the lawyers and signed on by the or%aa.nizations involved, including
Bechtel, and imbedded that into the law, which is in the law today.

Now, so far as Bechtel is concerned, we support that. Our proce-
dures are worked out absolutely in accordance with the law. We
have every reason to believe that we are doing things properly in
accordance with the law that we have to participate in.

Senator SARBANES. Do you support that law?

Mr. SHuLTZ. Yes.

Senator SARBANES. Do you think it is appropriate?

Mr. Saurtz. Yes; I think it is a good law. It is not without its
problems for companies doing business abroad, and you get some
perverse little aspects to it. For example, we were thinking about
doing business in a country that was botﬁcotting South Africa, so we
were asked about our business in South Africa, and we said, well,
we are sorry, we will violate the U.S. law if we produce informa-
tion about that.

So, I think it is an interesting thing to consider that it has its
offshoots, but at any rate I think it has been a constructive contri-
bution to resolving reasonably satisfactorily the issues connected
with the Arab boycott of Israel insofar as U.S. firms are concerned.

Senator SARBANES. And if you are confirmed as Secretary of
State, I take it you regard that question as, in effect, settled by this
law, and will accept it as it now operates. Would that be correct?

Mr. SHuLrz. I wish it were settled by that law. One of the prob-
lems that we have is that there are two other laws of the United
States that also bear on the subject. One is the Ribicoff amend-
ment, so-called, of the Tax Code, and the other, of course, is the
antitrust law. So the Commerce Department has a law it adminis-
ters. The Treasury Department has a law it administers, and the
Justice Department has a law it administers, and it can be a little
confusing at times.

I think myself, just to tell {ou my view of it, but I do not think
this is an appropriate thing for me to be getting into particularly




43

as Secretary of State, but my opinion is that a great effort was
made by all the interested parties to work out what became a sec-
tion of the Export Administration Act, and in the interest of what
everybody here talks about, consistency, predictability, and so
forth, we ought to have a law that is on that subject. That is the
one that got all the attention, and let that be the ruling statute on
- that subject.

Senator SARBANES. But you accept the antiboycott legislation. Is
that correct?

Mr. SHuLTZ. Yes; I do.

Senator SARBANES. You would do so as Secretary of State?

Mr. SHULTZ. Yes, sir.

Senator SARBANES. Would it be fair to say that other Bechtel offi-
cials, if asked that question, would like to see that law changed in
some respects?

Mr. SHuLTz. Well, they will have to speak for themselves, but I
do not hear any talk around Bechtel that an effort should be made
to ¢ that law, no. I might say that after that law was passed,
Irving piro and I and our wives were invited around and we
went to Saudi Arabia, to Jordan, and to Israel together. I think
Irving would corroborate the fact that we were given high marks
in all the countries that we went to. They expressed their apprecia-
tion for the work done.

Senator SARBANES. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much, Senator Sarbanes.

Secretary Shultz, Senator Pell and I have agreed, in order to
save hearing time, that a great many questions pertaining to rou-
tine relationships will be submitted to you to be answered for the
record. We will submit those questions as quickly as we can so as
not to take the time of the committee.

Senator Kassebaum.

Senator KasseeauM. Thank you, Mr. Chairman.

Mr. Shultz, I would like to follow up on Senator Helms’ question-
ing regarding our policy in Central America. But first, because it
hasn’t been raised yet, I would like to ask you about a report I
heard on the news this morning which I found very troubling, and
that is the purported amassing of troops on the Iranian border pre-
pared, evidently, for a major attack on Iragq.

Could you share with us some information regarding that, and if,
indeed, this is an imminent assault, an attack on Iraq, how do you
see ;.hls affecting our negotiations regarding the conflict in Leba-
non?

Mr. SuuLTz. I don’t know what the intentions of the Iranians
are. From what I have seen, it is a fact that there are troop concen-
trations there, and we can all read the statements made. I would
not want to predict what will happen, but it is obviously a poten-
tially explosive situation.

From the standpoint of the United States, I believe it is unfortu-
nate. Perhaps that is not a strong enough word. It is not at all de-
sirable that we have a situation where one country is invading an-
other, just as I think it was unfortunate when it was the other way
around. So our stake, I think, is in the sanctity of international
borders. That is what we should stand for there.
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It is worth noting that we do not have diplomatic relationships
with either Iran or Iraq, although we do have a few people in Iraq.
So I think that suggests that we are not the most influential coun-
try with those two countries.

Senator KasseBauM. Do you see other nations getting involved?

Mr. SHuLTz. I would hope not, although those events are of great
concern to other countries in the gulf and in that region. While
there is a tendency to focus on the Arab-Israeli dimension of prob-
lems in the Middle East, this reminds us that there are many other
problems and concerns that some of our Arab friends have other
than their conflict with Israel.

Senator KassesauMm. Thank you.

Regarding Central America, certainly I think we have to deal
with the realities of the situation as they are there, but past policy
has tended to regard Central America as a proving ground for
East-West strategy to a certain extent. Within that framework, we
had a confrontational attitude, on one hand, and on the other, cer-
tainly this administration has stressed that a political solution, just
as you made mention, was, of course, the desire of the administra-
t{;)n, particularly regarding El Salvador and any of the conflicts
there.

I think a confrontational viewpoint obscures frequently the need
to recognize that economic and political and social injustices simply
only create the unrest that doesn’t lend to any stability.

It has been reported that combat in Central America has in-
creased to the point where there is fear now of a regional breakout
in ﬁ§hting. Do you see any validity to those reports and that con-
cern?

There are a couple of questions that I would like to ask you to
respond to also. How do you feel about negotiations with Nicara-
gua? Do you feel we should lend support to Mexico and Venezuela
in taking a leadership role in working within the regional situa-
tion? Exactly what structure do you think can best serve us now in
shaping policy in Central America?

Mr. SHuLTZ. Well, you have asked me a lot of questions at one
time. Perhaps my best way of responding is to state the situation
as | see it and express my own views about the nature of our pre-
ferred response to that situation.

I think, unfortunately, there is a military dimension to the prob-
lems of Central America, and these involve the flow of armaments
that essentially come via Cuba from the Soviet Union, apparently
to Nicaragua and thereby into various guerrilla hands and become
quite a destabilizing force, whether you are talking about El Salva-
-dor, Honduras or wherever you are talking about. I think that is
an apparent fact of life. It is undesirable. We have to support the
notion that military upsets of those countries are not in our inter-
est and we should support deterring them. :

Now, having said that, I agree with you that we need to wor

toward the establishment of legitimate governments, governments -

that have the support of the people as evidenced by an election, as
happened in El Salvador—and if I am not mistaken, you were an
observer of that election so I would be glad to be instructed by {(;l;
on what you saw—but to construct a stable government that
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the sul‘)fort of people.and to help set the environment so that eco-
nomic development can take place.

At least it is my observation that if iyou can do something about
the depressed conditions in many of these countries and give
people the hope that there is somewhere to go, many times severe
problems will start to drop away. So I think in a sense that is the
ultimate way of solving the problem, but you can’t get there if it is
allowed for armaments to be coming in for the kind of guerrilla
warfare to be taking place or for us to wind up supporting the idea
that people should be able to shoot their way into a government.

Senator KasseBauM. Do you see any hope for some type of re-
gional arms control? I am going back to my asking you if you saw a
role for Mexico or Venezuela in trying to be a force that would
bring Nicaragua, El Salvador, Guatemala, and Honduras together?

Mr. SHuLTZ. If we could have a diminution in arms and really
see it carried out, I think that could be constructive. Certainly the
good offices of Venezuela and Mexico can be important there. They
have a lot of credibility and they have a big stake, as we do, in that
region.

I think we, on the one hand, think of Venezuela as a South
American country, and it is, but if you look at the map, you see
readily that it is a Caribbean country, too, and has a great stake in
what goes on in the Caribbean and Central American region.

Senator KasseBauM. You spoke in your opening remarks about
support for the Caribbean Basin Initiative, and I would agree that
the long-term aspects of trade are very important as spelled out in
that initiative. But it is, I think, cause for some analysis. We re-
flect on the fact that the Alliance for Progress :gent some $20 bil-
lion over a 10-year period in Central and South America, and a
large share of it in Central America went to El Salvador and Nica-
ragua and Guatemala, and there is little in results, it seems to me,
to show for those efforts.

It has been my concern regarding the CBI that if we just count
on that as a vehicle, and it is a modest one, really, at that, that we
should be giving emphasis to the importance of building up some
infrastructure, with education and small business playing a leading
role; otherwise, are we just giving further money that is not going
to be of any real benefit?

Mr. SHuLTZ. I think the problem of how to bring about economic
development in a country that has not advanced industrially is a
difficult problem. People have thought about it and worked at it. I
don’t suppose anybody could feel that they know the answer and
here is exactly how to do it.

But it does seem to me that reflection on our history and the
long history around the world and recent experiences around the
world shows that aid of the kind offered in the Caribbean Basin
Initiative can be an important catalyst. But the fundamental of
economic develolpment has to spring from within the country in-
volved, and at least in my observation, most productively when
that is in the framework of private enterprises and markets, of
course drawing on a reasonable infrastructure and the kind of sta-
bility that only government can provide. That is the sort of setting
that seems to bring about economic development.

96-666 0 - 82 - 4
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So I think that the funds requested should by no means be in a
sense the total focus of attention. It is more what might be stimu-
lated by the environments that those funds will help create. That
is the thing we should be taking a look at.

Senator KasseBaAuM. Do you believe that the land reform pro-
gram is an important element of improvement in El Salvador?

Mr. SHuLTz. I understand that the land reform involving the
large estates is basically in place and working reasonably well, in
some cases quite well, in other cases not quite so well, and I am
speaking of estate by estate, but on the whole, it is successful. As I
understand it, what is called phase 2, the intermediate size proper-
ties, it is almost universally agreed was a mistake and should
never go forward, and it is not going forward. That is not an issue.

The Land to the Tiller program did have a setback, but as I un-
derstand it, the titles are being issued and that has a good chance
to fly. So those programs are going forward and we hope they will
be successful.

There are other reforms in the picture that, at least from my
perspective, are reforms we could do without. To me it is not a
reform to insist on nationalizing the bank. So if we don’t have that
reform, I would put that down as a plus, not a minus. But at any
rate, that situation has to be judged and I understand that there
will be the necessity for a statement about it before long, and I will
want to participate in it.

_ Senator KasseBauM. Thank you very much, Mr. Shultz. My time

is up.

Before I relinquish the microphone, though, I have a statement
from Senator Dole, my senior Senator and colleague from Kansas,
welcoming you before the committee and expressing his great ad-
miration for your dedication, intelligence, good judgment, and good

sense.

I would like the full remarks to be made part of the record of the
hearing this morning.

The CuairmMAN. Without objection, they will be entered in the
record at this point. .

[Senator Dole’s prepared statement follows:]

PREPARED STATEMENT OF HON. ROBERT DOLE, A U.S. SENATOR FROM KANSAS

Mr. Chairman, I welcome with great pleasure the Senate’s confirmation of Presi-
dent Reagan’s appointment of George Shultz as Secretary of State.
'l'hoseofuswohavehadanopportunitywworkwithhimduﬁnge‘l;mi{;many
ears of Government service in the past—expecially when he served as tary of
r and as Secretary of the Treasury—have been deeply impressed by his out-
standing qualities of dedication, intelligence, good judgment, and good sense. Our
country has already profited substantially from the contributions he has made
not only in public service but as an energetic businessman and as a teacher.
In his new capacity as Secretary of State, George Shultz will provide a firm and
consistent right hand to the President, who also has known him well for many
years. I am confident that the procees of formulating foreign policy, with all of its
personal as well as institutional complexities, will move forward smoothly with his
participation. ’
Beyond his substantive expertise and his wide personal appeal here at home,
George Shultz has also won the confidence and the friendship of many officials in
other countries, in Europe and elsewhere, with whom he will be working as Secre-

of State.
ta%xis asset will, I am sure, be of special value as we work to overcome some of the
many quite serious differences of view and differences of approach that have recent-
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ly emerged in our relations with these countries, especially in the area of interna-
tional economic and trade polig.“

George’s particular skill in this area—and his close personal involvement in eco-
nomic policy issues on a very current basis as a result of his active participation in
preparations for the most recent economic summit in Versailles in June—is one
that has become increasinﬁly important for a Secretary of State to have. Foreign
economic and monetary policy matters have become increasingly linked to the more
traditional political and security aspects of our overall foreign policy, and this link-
age is also growing in the foreign policies of all the countries with which we must
deal. In the effort to sort out these difficult linkages and relationships, and to estab-
lish a firm and effective foreign policy that embraces all these issues. The contribu-
tion that he will make will be of the highest importance to us.

It is a difficult world, and a difficult moment, that we face today with ia-
tions underway on strategic arms control with the Soviet Union, with a pai con-
flict in the Middle East and the risk of even more widespread violence to come, with
deep strains in our relationships with our allies especially in the area of economic
and trade policy. George Shultz will face as difficult a task as any Secretary of State
has ever confronted, but I welcome him to his new field of endeavor and look for-
ward to working closely with him.

THE CHAIRMAN. Thank you very much.

Senator Tsongas.

Senator TsoNGAs. Thank you, Mr. Chairman.

I would start off by saying, Mr. Shultz, I came in here intending
to vote for you. Nothing that you have said has altered that feeling
at all. You have been a remarkable example of damage control.
The line outside, I am told, is to the door. When Secretary Haig
was here, the line increased as the testimony went on. With you, it
is diminishing rapidly. [General laughter.]

I think that is a successful performance.

Mr. SuuLtz. Don’t mess it up, Senator. [General laughter.]

Senator TsoNGas. Well, let me try. [General laughter.]

You were pictured recently playing golf in western Massachu-
setts where you have a summer home, so let me pursue the golf
analogy with you, if I might.

In Evans’ and Novak’s column of yesterday, an administration
official signaled distress over what he referred to as Begin treating
Reagan as his caddy. Now, let me raise two particular issues. Are
you op to the Israelis going into West Beirut?

Mr. SHuLTz. Yes. I think that would be an unfortunate thing and
I hope that can be avoided by the negotiations that are going on.

Senator TsoNGas. Is the administration opposed to the Israelis
going into West Beirut?

Mr. SuHuLTz. As I understand it. I am not part of the administra-
tion. I am not here speaking for the administration. But I believe
that is the case. '

Senator TsonGas. And if they do 50 into West Beirut and they
say, “So what?”’—your response would be?

r. SHuLTZ. Well, there are various things that I think the Sec-
retary of State is required to send to the Congress having to do
with the use of weapons by any country that we provide with weap-
ons, and as I understand it and Senator Percy brought out, there is
a report due you that hasn’t come yet, and tl{at is something I will
have to pay attention to when I get in office, if I do.

Senator TsoNcas. If Israel were to go into West Beirut, will they
pay a cost in terms of their relationship with the United States?

r. SHULTZ. I think that the problem, I am sure as much as a
problem for Israel as for anybody else, is that there are many civil-
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ians involved, and the problem escalates very rapidly when you go
into a big city. It is bad enough in the countryside, but when you
go into a big city, the noncombatant casualties mount up very, very
rapidly. So I think that the sense that there is around the world
and that I personally feel is that the number of people who have
lost their lives or who have been wounded or displaced, you cannot
hel but react to that, andIa.msurethatpeopledomlsraelas
They don’t want to do it, I don't i

Senator TsoNGAs. Has President Reagan called any Israeli leader
in the last week or so to indicate his opposition to Israel’s going
into West Beirut? Do you know?

Mr. SHuLTZ. I know there have been some diplomatic exchanges.
As I have said here, I am not part of the decision loop at this point
and I am aware of some things that are going on but I am not ne-
cesssarily fully posted. I have tried to be. I have a stack of books
that have been provided me to read on all of these subjects that we
are talking about here, and I have been really concentrating my
attention on trying to get up to speed and get somewhere near
;l;ere you people already are. That is where my attention has

n

Senator TsoNGAs. When Prime Minister Begin had his now-
famous session with members of the Senate Foreign Relations Com-
mittee and others, after a rather rough going between the parties
he said, “I have met with the President and I have his support,” or
somethmg very close to that. He certainly walked away with an
lm ression from his meeting with President Reagan that he de

have his support. The President did not raise the issue of
cluster bombs, he did not raise the issue of the use of defensive
weapons offenswely, et cetera.

Do you think that was a wise approach by the President, not to
raise nettlesome issues?

Mr. SuuLrz. I don’t know that that is correct, that the interpre-
tation you have given is a proper representation of the meeting, if
I, in my reading of this, am registering on the right meeting. But I
am not in a position to make any statement about that meeting.

I do know that the administration opposed the movement of Is-
raeli forces into Lebanon. The administration has voted in the
United Nations for a cease-fire and withdrawal. So I think the posi-
tion is formally clear enough.

Senator TsoNGAS. Prime Minister Begin also said when he met
with us, and this is now in regard to the West Bank settlements, he
said: President Carter used to tell me that the settlements were il-
legal and an obstacle to peace; President Reagan tells me that they
are neither.

Mr. SHuLTz. What President Reagan has said, I believe, is that
they are not ﬂlegal As I look at the situation, and I am just speak-

for myself here, I cannot feel that those settlements in the
volume that they have taken place, and we have no statement from
Israel that they have reached their conclusion, I don’t think that is
constructive in the effort to bring about some sense of identity for
the Palestinians.

It is not, I sup , even particularly the number of people in-
volved in the sett ements but as I understand it, there is some 30
percent of the land used by them and other aspects of Israel’s work
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in that area, and some 40 percent of the water, water being of cen-
tral importance. And if we are going to meet the problems of the
Palestinians, certainly the West Bank and Gaza are going to be a
part of the terrain on which that is going to be done. So that is my
opinion about it.

Senator TsonGgaAs. But I don’t understand who in the Administra-
tion is going to be tough enough to tell the Israelis that there has
to be some change in their policy in the West Bank. Sharon clearly
has no intention of living up to the Camp David Accords. Your
President tells them what they are doing is not illegal. Who in the
administration is going to reject the caddy relationship that now
exists? Is it going to be you?

Mr. SHuLTZ. | have made an effort in my opening statement and
in my comments to be as candid as I can and direct as I can about
my own feelings, in part because ple have raised questions
about my capacity to be objective in this case, so I have wanted you
to know what I think going in.

Senator TsoNGAs. | am more concerned what you are going to
think coming out. :

Mr. SHuULTZ. | am sure that any efforts in this arena are going to
benefit from and be in part a reflection of the kind of support that
they can command in this committee and the Congress and
throughout the country, so your own attitudes are very interesting
to me. And I take it by implication you have laid them out here.
You question those settlements. Am I correct in inferring that?

Senator TsoNGas. You certainly are. :

Mr. Suurrz. OK.

Senator TsoNGas. I think what is going to happen in the Middle
East, especially if the Israelis go into West Beirut, is the spawnitgg
of a generation of terrorists. I think it is going to hurt the Uni
States, I think it is going to hurt Israel. I think it is going to hurt
everybody in the process except the Soviets.

en you met with me you were very clear about the need to
take a tough, firm stand vis-a-vis the Soviets. I am asking that you
take the same rather strong stand with our friends. Tell them that
certain thi are not in our interest and not in their interest. I
think we will all be better served.

I think that if one is truly loyal to Israel, one has an obligation
to indicate that there are excesses. It is a lot easier not to say that,
I can tell you, having been outspoken the last month or so. But I
think that is the higher responsibility, not to simply acquiesce to
everything that is being done by any foreign leader. We don’t do
that with anybody else, we should not do it with Israel.

Would you care to comment on that?

Mr. SnuLrz. Yes; I would like to make a comment on that be-
cause it seems to me that we also must place an emdphasis on the
positive ibilities and on the benefits of peace, and they are im-
mense. It can be a much better world over there if a reasonable
settlement of these issues can be worked out, not simply a lessen-
ing of the burden of armaments but a far better use of water,
which is so critical in that area and which can only really be used
if it is a kind of joint enteﬁise.

I had two experiences that have affected me deeply in my esti-
mate of the underlying feelings in Israel. One happened to me
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when I was dean at the University of Chicago. We had a student
there that my wife and I saw a fair amount of because we typically
gave a little party at the end of each quarter for the students who
were on the so-called dean’s list, the people who did the best, and
there was a young man, and his wife came with him, of course,
who was always on that list.

His name was Joseph Levy. He was an Israeli studying there. He
was to me not only an extraordinary student but a wonderful
person with such %‘omise. The 1967 war came along and he was
gone like a shot. He left and went back, and it was almost as
though only a moment passed when we got word that he had been
killed. I Wlﬁ never forget it. I feel emotional about it right now. He
was such a wonderful person.

So I look at statistics, and I brought some statistics along about
the casualties, but to me statistics are one thing, but it comes down
to a human being, an individual, in this case a very wonderful one.

The other instance had to do with the journey that I mentioned
in response to Senator Sarbanes’ question about the Arab boycott,
and the trip that my wife and I took with the Shapiros. By chance,
because the trip was scheduled some months in advance, we hap-
pened to go through that area shortly after President Sadat’s first
visit to Jerusalem but before anything else had happened, so of
course there was a sense of excitement about it.

And I suppose the thing that I recall the most vividly in Israel
was the numerous occasions when we were invited to homes or par-
ties of one kind or another where we were sitting around with fam-
ilies, and the sense that you got, particularly from the women, that
there was a sudden shift in the whole psychology; that we had
lived with the idea that war was inevitable, that there wasn’t an
other way, and all of a sudden, with President Sadat’s visit, sud-
denly peace, if not probable, was at least possible. You could see it,
the tremendous impact that that had.

So all of this is simply to get around to the idea that obviously—
you urge tough talk and so on and so forth, and no doubt there is a
great eal in what you say, but I believe that there is in that trou-

led part of the world a yearning for peace that is very deep, and a
recognition of how much better off we will all be and they will be if
we can attain a peace.

I say that fully cognizant of how difficult it is and how many
issues there are and so on, but the objective is so important and so
beneficial that I think, as the Chairman suggested in the begin-
ning, it is certainly worth our best shot.

Senator TsoNGAS. Let me say that there are a lot of Joseph
Levys in that part of the world whose lives will hang in the bal-
ance in terms of how well you do your job. In that respect, we sup-
port you and you have our assurances. I hﬁi)e that the vacuum in
the leadership that I perceive will be quickly filled when you are
confirmed.

Thank you.

The CHAIRMAN. Thank you very much, Senator Tsongas. I know
that we do sometimes tend to overemphasize statistics, but I would
like to report that Ambassador Moshe Arens from Israel, when he
appeared and met with us recently, sal;e with deep feeling of the
300 Israeli soldiers whose lives have been lost. The Lebanese am-
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" bassador from the United Nations met with us the next day and
spoke with deep mourning and feeling about 10,000 noncombatant
lives that at that time had been lost, updated now to 14,000. The
10,000 we have confirmed as an accurate figure. The 14 000 we
have not yet been able to confirm.

On the point of the settlements, I did say to Prime mester
Begin, when he was here, that both Senator Javits and I strongly
supported a unilateral statement, an unequivocal pledge by Israel
that would be dramatic, now, that there will not be any further set-
tlements made in the West Bank, in Gaza, so long as full autonomy
talks are underway. There must be a resolution, as you have said
many times, to the Palestinian problem.

Thank you.

Senator Pressler.

Senator PressLER. During the AWACS debate, it was alleged that
your company lobbied for the AWACS sale.

Was that true?

Mr. SHuLTZ. I and others in my company supported the Presi-
dent’s decision and the sale of AWACS to Saudi Arabia, and we
made that known to people. Just to be sure that it was known, we
had our manager of our Washington office, who is registered as a
lobbyist, write to I believe each Senator and express our point of
view.

Senator PressLER. At that time, I heard from several people
across the country who appeared to be contractors or subcontrac-
tors. I also heard from the Governor of my State, after I had made
a decision to vote for AWACS. There is nothing wrong, I am sure,
}nth Bechtel’s lobbying, but I am just trying to recoenstruct the

acts.

Did your company actively urge its business associates working
in different parts of the United States on domestic projects, and
your contractors and subcontractors, to contact public officials re-

ing the AWACS sale?

Mr. SHuLTz. We made no secret of our point of view. In fact, we
;lvere glad to express our point of view, as any American expresses

ere

Senator PressLER. But what specifically, what specific—

Mr. SuuLtz. But we did not go around twisting people’s arms,
using our relationship with them to try to get them to do some-
ﬂ;ath%ng or other that they might not want to do. We do not go in for

t

Senator PrEssLER. Did you do mailings? I am just trying to get at
what steps did you take within the firm, and as I understand it,
you were the head of the firm then—what steps did you take to get
the information out or to contact people?

Mr. SuuLrz. I do not think we took any particular steps. We did
not have an organized, systematic campaign of any sort, but the
principal, specific thing that we did was to have the letter written
that I mentioned and of which you ﬁrobably %;); a copy.

Senator PREssLER. Yes. ] am well aware that you were publicly
committed to it, but I was wondering what steps you took as a cor-
poration to advocate this point of view besides that, or maybe there
were none.
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Mr. SHULTZ. Senator, I think that is the principal step we took.
The subject was a subject that people discussed a lot, as you know,
not only here, but elsewhere around the country, and we took part
in t{lgse discussions and expressed our views as other Americans
would.

hSenator PrEssLER. Certainly, and there is nothing wrong with
that.

Did you do any letterwriting?

Mr. SHuLTZz. I would say there is not only nothing wrong with it,
there is everything right about it.

Senator PressLER. That is right. But I am just trying to define
what steps you took within the firm? Was there a letterwriting
effort? Was there information sent to various managers on it, or
was it just sort of disseminated informally?

Mr. SHuLTz. I think the latter, but if there were pieces of paper
around, they were not featured.

Senator Ig;mssmn Could you check and provide the committee a
brief statement on that later, if there were any internal organized
efforts or letters or cables or other information, however it would
be done within a company, in terms of advocating the AWACS
sale—and I am not saying that there would have been anything
wrong with it. I am just trying to understand better how a compa-
ny as large as Bechtel reacts—and there is nothing wrong with the
gompany taking a position, but I want to know internally what was

one.

Mr. SHuLTZ. I do not know whether anybody can really say in an
authoritative way. If you would like me to ask our general counsel,
or Bechtel's general counsel to make a statement for the commit-
tee, I will be glad to do that.

But I think that basically there is not much—not that much
there, and the principal thing that we did is the one that I men-
tioned, and we did it that way because we wanted you all to know
what we thought, for whatever that was worth to you, and we
wanted to do it in a proper way, and we thought the proper way
was to write a letter on the record and have that letter go from the
?ﬁrson in our organization who is registered as a lobbyist with the

ngress.

Senator PressLer. Yes, well, I airee with that, and I got the
letter, and I appreciated it very much.

But what I am saying is, then, you are safvinﬁ:hat there was no
additional effort in the firm to contact people that you have in the
different States, such as subcontractors—that there was no orga-
nized effort within your company other than that letter to work on
the vote on AWACgt

Mr. Suurtz. I am picking you up on the word “organized.” We
did not have a big effort and a lot of money ?propriated and so
on. However, I and others supported the President’s decision, and
as it turned out, the majority of the Senate did, too, and whenever
we had an opportunity to let anybody know about that, or if there
was an argument about it, we would pitch in. ’

But I cannot remember every time that anybody did that or issue
a statement that says here is one, two, three.

Senator PREsSSLER. Another subject that is of great interest to me,
and it has been mentioned before, is the long-term grain agreement
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with the Soviet Union. I recently returned from there, and I am an
advocate of a 15-million-metric-ton agreement. We presently have
about an 8-millon-metric-ton aireement with them, and I would be
perfectly happy to hold up such an agreement if it were an across-
the-board embargo or if I felt strongly that there could be concrete
results from it in terms of altering the Soviets’ behavior.

I know that Secretary Block has been arguing in the Cabinet for
an agreement and yesterday went to the President, and I praise
Secretary Block for that. I think he is doing an excellent job on
this particular sx:vbﬁlect. Have you thought through your own posi-
tion on this and will you become an advocate for a long-term grain
agreement?

Mr. Snurtz. I think basically if we can have the right kind of
relationship with the Soviet Union, that is a highly desirable thing
to develop. I thought about that subject when I was in the Govern-
ment before, and it has been an important enough issue that I
have reflected a little bit on it since I have been back here in
Washington.

I cannot say that I have now come to my conclusion. My mind is
still trying to assimilate things. You have to remember that a little
over a week ago I was a businessman in London trying to do my
job, and all of a sudden, here I am, and I am trying to get up to
speed, and it is not ea?n

Senator PreEssLER. Another subject. As chairman of the Arms
Control Subcommittee, I have been concerned about the nuclear
power industry, and I know that Bechtel Corp. has held a predomi-
nant role in the construction of nuclear facilities both in the
United States and abroad. _

Do you, as the president of a company i as a m:;ﬁz
builder of nuclear powerplants here and ab: , believe that thi
9xper§?ence will influence your decisionmaking on nonproliferation
issues'

Mr. SHuLrz. I think I can address those issues as a citizen, as a
person who is concerned as anyone about the problem of prolifera-
tion. It is a big and important issue. I think we all start with a
firm recognition and full recognition of that fact.

So that is where I start from.

Senator PressLER. But based on your association with Bechtel, do
you believe there would be any situation in which it would be ap-
propriate for you to disqualify yourself from making decisions on
nonproliferation issues?

. SHuLTZ. Well, I do not know quite what a nonproliferation
issue is, so I certainly would not make some sort of b et state-
ment like that. In fact, I would certainly not read myself out of any
participation in discussion of that subject. It is too important a sub-
ject, and if I am not qualified to take&:tein a discussion of non-
proliferation, I am not qualified to be tary of State; you want
somebody else.

But as far as anything to do with Bechtel, that is, if Bechtel
makes an application to the Government to do something or other,
whether it 18 in that area or any other area, I have already stated
to the committee that I am prepared to sign a statement which ggg
have and that would be executed immediately upon my being Sec-
retary of State, if I am confirmed, that removes me from anything
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that in the law is defined as a particular matter, which I take it
means anything that Bechtel, is a direct Bechtel application, I
would not have that come to me. And I would instruct the Deputy
Secretarytosetupagrocednresothatldonotevenknowaboutxt.

For example, I understand that in the mid-1970’s, Bechtel eought
Federal authority and subeidies, together with other firms, to
engage in the enrichment of uranium.

Could you tell the committee about this effort, its objectives and
outcome, and if you had to rule on—that is the sort of a nonprolif-
eration issue that I am talking about—if you had to make recom-
mendations, would you feel uncomfortable?

So this is a two-part question here. First of all, is that true, and
would you describe it for the record. And second, would you feel
uncomfortable in ruling on—either an administrative ruling or a
recommendation to Congress—such a subject as enrichment of ura-
nium and its sale abroad or dispersal abroad?

Mr. SuHuLTZ. I would not feel uncomfortable abroad about taking
part in issues having to do with the nuclear fuel cycle. As a gener-
al proposition, I think it is a matter of great importance in this
country and abroad, and the Secretary of State ought to be con-
cerned about nuclear proliferation and working on it. And as I said
before, if you do not think I am qualified to take part in those dis-
cussions, you want another guy or gal.

Now, as far as the effort that you mentioned, I will be glad to
describe that as I remember it, and it started long before I came to
Bechtel, and ended I think in 1976, if I am not mistaken.

But in the early days of the Nixon administration, in an effort to
privatize things, a decision was made—I was not a part of it. 1 was
the Secretary of Labor at the time—to encourage private compa-
nies to undertake the job of enriching uranium for the use of nucle-
ar powerplants. I imagine that the reason was there was a budget
crunch, like always, and the Government was doing that, is doing
that, and so this seemed like something to do. At any rate, that
was the Government’s policy.

And Bechtel was one of the companies that responded to the
Government’s invitation, and it formed a consortium of other coun-
tries which was called Uranium Enrichment Associates, I believe
was the name of it, and Bechtel was involved, and pursuant to the
Government’s invitation, developed a proposal.

Now, if you are going to get an enterprise like that off the
ground as a private venture, you have to have, for anybody to loan
you any money, some kind of assurance that the Government is
not going to suddenly pull the rug out from under you after you
have spent a billion dollars or so by changing its mind. So you seek
to have some sort of guarantee of that.

And to get that, some legislation was proposed. And I do not re-
member precisely what it was. But at any rate, in the end the Con-
gress declined to go along with that legislation, and so the Urani-
um Enrichment Associates folded up, and Bechtel, along with the
other firms, pursuant to a request of the U.S. Government dropped
a little money down the tube. But so be it.
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I would say in the process, however, Bechtel did learn, or individ-
uals in Bechtel did learn a bit about the nuclear fuel cycle and that
has been an asset to the company.

Senator PresSLER. My time has expired.

The CHAIRMAN. Thank you, Senator Pressler.

Mr. Secretary, with your indulgence, we would change the hour
of adjournment from 1 o’clock to 1:10 or 1:15 so that we can finish
the first round of questions unless either Senator would prefer to
hold over until we resume again at 2 o’clock.

You would both like to continue now?

ause.)
%e CHAIRMAN. Senator Cranston, you are recognized.

Senator CRANSTON. Thank you, Mr. Chairman.

Mr. Shultz, we are all quite aware of the plethora of stories cir-
culating about the Bechtel Corp. and how its policies in such fields
as nuclear export alfolicies and Middle East issues might relate to
those you person would advocate as Secretary of State. I want
to make plain that I reject the notion that simply because a corpo-
ration is big and privately held, it is therefore sinister. Bechtel is a
remarkable concern with a record of growth and success in the
business world that is virtually without parallel. It has built and is
building some of the modern wonders of our technological industri-

al age.
%ﬁ]e I Fersonally do not agree with Bechtel’s priorities in the
nuclear field and in Middle East politics, I see this as no reason in
itself to encumber your present nomination, but I want to be very
clear in my own mind as to where, as Secre of State, you would
part company with past Bechtel practices such as farticipation in
the Arab boycott of firms doing business with Israel and the solici-
tation of exports of our most sensitive nuclear technology.

The spread of nuclear weaponry around the world is plainly one
of the greatest hazards to our national security and indeed to our
survival. The scenario that many feel would be most likely to pro-
duce a nuclear holocaust between ourselves and the Soviet Union
would be the beginning of another conflict with other nations using
nuclear weapons in a conflict that would sBread and engulf us,
engulf the Soviets, engulf the whole world. Plainly this is one of
the most important matters confronting our country, and plainly
the development and support in a sustained, intelligent way of a
sound policy to deal with this problem would be one of your great-
est res&({msxbilities as Secretary of State.

In 1975 when you moved from executive vice president to presi-
dent of all Bechtel operations, Bechtel officials critically under-
mined at that very time efforts by President Ford and Secretary of
State Henry Kissinger to convince West Germany not to sell Brazil
sensitive uranium enrichment and plutonium reprocessing technol-
ogy. At the very time that State Department officials were in Bonn
trying to halt such dangerous nuclear proliferation, Bechtel offi-
cials, the organizing force behind an international consortium
called Uranium Enrichment Associates, were secretly offering the
Brazilians “the entire gamut” of nuclear enrichment and fuel-proc-
essing technology.

The correspondence on this, including the March 21, 1975 and
the April 14, 1975 letters from Bechtel business development man-
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mine U.S. efforts to curb the spread of nuclear tech-
nology in this i Bechtel, in effect, undercut the State
Department and our dipiomatic efforts with West Ger-

many.

My first question is, were you aware of or involved in any of
those events at that time?

Mr. SauLTz First of all, Senator, let me say that I resent what I
regard as a kind of a smear against Bechtel. I think it is a marvel-
ous company, an honorable company, a law-abiding company, a
company that does credit to our country here and all over the

wor
Now, first of all, about your implication——
Senator CRANSTON. Well, let me——
Mr. SHuLTZ. Well, now, wait a minute. You had your say. Let me

have my say.

Senator(gnAnsros.Allrightlsaidthatlhavegreatrespectfor
the company. I have questions about one pursuit of policies by that
cmlc{)atg' at one icular time.

r. SHULTZ. You inferred that Bechtel continues—that Bechtel
violates the law insofar as the Arab boycott is concerned. That is
not correct. Bechtel abides by the law. Bechtel has made a tremen-
dous effort to construct ures that are as airtight as they can
be to abide by the law that this Congress passed and basically put
those procedures in effect pretty much when President Ford stated
his view of how United States companies should conduct them-
seves, and in the process changed the procedures being used by
Government agencies themselves.

So in your question you said will I part company with Bechtel
and not encourage violation of this law, I just reject that. Bechtel
abides by that law.

Now, as far as the nuclear technology and that incident in Brazil
is concerned, I heard about that long after the fact, but that was
an overenthusiastic business development person. I do not know
whether you have ever been in a com%any and had to do with
salesmen, but salesmen are always enthusiasts, they are always
wanting to sell, and so this letter came from a middle-level official
who wrote that to Brazilian officials offering Bechtel’s service.

It was not followed up or in any way pushed by the company as a
compan{‘.

And there is no effort at all, ever, to undercut the policies of the
United States by Bechtel.

Senator CRANSTON. Were you generally aware of Mr. Damm’s
discussions with the Brazilian Government?

Mr. Sxurrz. I was not, no.

Senator CRANSTON. We are talking about what was potentially a
very large business venture, are we not?

r. SHuLTZ. Well, in response to Senator Pressler’s question, I
tried to relate what happened to Uranium Enrichment iates,
which was the handle that you used here, and it has long since de-
ceased. It was an effort to respond to the invitation of the U.S. Gov-
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ernment to try to do something in this field, and it did not succeed.
And in the process, Bechtel lost some money. But that was not un-
dercutting the Government; that was responding to the Govern-
ment.

Actually, I do not think Uranium Enrichment Associates had
any}tlhing to do with the Brazilian thing, although I may be wrong
in that.

Senator CRANSTON. Well, American policy carried on by Secre-
tary Kissinger at the request of President Ford, was to seek to per-
suade West Germany not to sell this technology to Brazil. The
letter of March 21, written under the Bechtel Power Corp.’s sta-
tionery by John A. Damm, business development manager, stated
among other things, “UEA can offer Brazil for the entire gamut,
from the development of the mine, ore processing, enrichment, fuel
processing.” This was a multi-billion dollar potential transaction
involving transfer of sensitive nuclear technology.

I am not suggesting a violation of the law. I did not sugiest that,
incidentally, in regard to the Arab boycott. I will get back to that
later. But I did not use the words ‘“violating the law.” You used
those words.

In 1975 were you aware of the U.S. Government’s policy regard-
i.mg&eeging this nuclear technology out of Latin America?

. SHULTZ. Whether the person that wrote the letter, Mr.
Damm, whether he was aware of it, I do not know. I was generally
aware of this issue. I considered the effort of Mr. Damm inappro-
priate, and it was stopped.

Senator CRANSTON. Would you provide for the record, not now,
obviously, the supervisory structure between yourself in your role
at that time in the corporation, and Mr. Damm?

Mr. SHuLTZ. Well, I can say what it is.

I do not have to do research about it.

In 1975, by that time was I president of Bechtel Corp. or execu-
tive vice President, one or the other? You say I was president, the
man who is nodding his head back there.

At that time, there were three companies. One was called Bech-
tel Corp.; another called Bechtel Power Corp.; another called Bech-
tel, Inc., thro which our engineering and construction and other
business was done. Bechtel Corp. was the company in which these
investments were emerging and in which one of our divisions,
mining and metals, was located, and in which the corporate serv-
ices were located, and those represented the main lines of my re-
sponsibility at the time.

I was also an officer of Bechtel Power Corﬁ., but not in the direct
line responsibility other than being generally responsible, as any
meﬁdbe;e of the executive committee of the company as a whole
WO . ’

Senator CrANsTON. Would you be committed to vigorous imple-
mentation of U.S. laws and sanctions against the spread of nuclear
enrichment and sensitive reprocessing technology in your role as
Secretary of State?

Mr. SHuLtz. I will always examine those issues and of course
abide by the law. I believe that we should be willing to sell en-
riched uranium to countries abroad. We have been doing it. We
have encouraged them to develop nuclear power themselves, and in
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the process of doing that, we do have some undertakings with
regard to the use of spent fuel and their rights to reprocess it, and
I believe, or I know the President has issued some points about
that recently, long before I came, with which I agree.

But certainly I agree the issue is a very important one.

Senator CRANSTON. The real issue is the spreading of sensitive
technology that can be easily transformed, once acquired, into
bomb production.

Where do you stand on that particular aspect?

Mr. SHuLTZ. I think that has to be safeguarded very carefully.

Senator CRANSTON. How?

Mr. SHuLTZ. By being careful about where it goes and the condi-
tions under which it goes, and trying to create a diplomatic struc-
ture for the control of it.

My observation is that in the last few years we have sort of
taken ourselves out of the action and we have to remember that we
do not have any monopoly of knowledge about these matters. Other
people know how to build and develop. So we need to be a part of
the process, and I think we are getting to be part of the process.

We are alienating Japan and Germany, and we are better off to
be working with those countries, and in the process of working out
our arrangements with them, have them agree about what they
are going to do and not do with this sensitive technology.

Senator CRANSTON. The question is, How do we stop others from
selling imprudently if we sell imprudently ourselves?

I recognize the competitive problems that we face in this field,
but what we require is American leadership that seeks to restrain
others and exercises self-restraint on our own part, as well.

I see that my time has expired, Mr. Chairman.

Mr. SuuLrz. Well, if I could cut into my own time or whatever,
Senator, I think we have to be very careful with this technology
and see that it does not fall into hands that are undesirable, and
that means working with others who have the capacity to do that
and getting them to agree with us. And on the whole, I think,
nobody wants to see it spread around.

The CHAIRMAN. Senator Cranston, thank you.

Senator CRANSTON. Thank you.

The CHAIRMAN. Finally, Senator Dodd. -

Senator Dobp. Thank you, Mr. Chairman.

Thank you, Mr. Secretary.

I first of all want to congratulate you on your nomination and
wish you well. I was interviewed this morning and I indicated that
I did not think you would have any difficulty in winning Senate
confirmation and having listened to your questions, at least in this
first round this morning, I am impressed by your responses, and I
am confident the committee will confirm your nomination.

Mr. SnuLTz. I would expect you to be complimentary about the
que]stions, but I hope the answers were all right. [General laugh-
ter.

Senator Dopp. I am sure they will be.

I came back from the Middle East last night with Senator Levin
of Michigan. We spent several days in Lebanon and in Israel and I
will tell you, which you are probably already aware of anyway,
there is a sense of optimism about your nomination. There are a
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lot of questions about it, I might add, as well. The peo¥le are very
interested in your views on that part of the world, and I would like
just for a second or so to share some general observations and then
raise a couple of questions.

I r%ﬁou are sitting here today as a private citizen, a nomi-
nee, but still a private citizen, and therefore it is difficult for you to
express administration views, and I respect that. I think it would
‘be educational and beneficial for all of us if we might try to extract
some personal views, as well, as you are about to assume the offi-
cial capacity of Secretary of State.

First of all, let me just mention to you, Mr. Secretary, that one of
the things that has disturbed me—and I will have to admit igno-
rance on this as well—having visited Lebanon for several days, we
have heard great discussions, numerous questions raised about our
interests, obviously, as they are affected by the events of the last
month or s0, numerous questions about Israel’s interests, the PLO’s
interests, Europe’s interests, the Arab world’s interests, but what
seems to be lacking is what you pointed out in your opening state-
ment—and I congratulate you for it—and that is the interests of
the people who are being most directly affected by the events not
only of the last 6 weeks but of the last 7 years, and that is the
people of Lebanon. That country has virtually been bled white.

And if there was one thing that came through loud and clear,
whether you talked with Christians or Moslems, Shiites, Sunnis,
Armenians, Maronites—it did not make any difference who you
were talking to—is they want everybog out. They want the PLO
out, they want the Syrians out, and they want the Israelis out.
They want their country back. And that was one common denomi-
nator—it may have been expressed different ways at different
times, but it was very, very clear, and they would like the PLO out
first and foremost, quite honestly, and they would like it done
peaceful:K.HEvery group we to expressed that strong desire.

With t in mind, I should point out, there was some dee}l) con-
cern expressed about the willingness of the PLO to leave,
whether or not they have actually come to terms with the reality
of the t 6 weeks, or whether or not they are delaying for the
sake of delay merely to sort of regroup or recapture some of the
poliiiscal and military position that they had lost over the last 6
weeks.

So, first, in that sense, let me ask you, based on your knowledge
of the region, whether or not you timk, personally, again, I am
asking you because I realize you are hamstrung in ing in an
official capacity, but personally, do you believe that the PLO is

illing to leave West Beirut?

Mr. SHuULTZ. As I understand it, they have said they are.

Senator Dopp. Well, do you believe they are?

Mr. SHuLTzZ. I read the cables and I hear reports on what Phil
Habib says, things like that, and so I assume they are. They have
considerable incentive as well because I should think they would
feel a little uncomfortable there.

Senator Dopp. Let me ask you this. Maybe I should have pre-
faced my question with this, and I ask it——

Mr. SHuLTZ. I think their problem is that nobody seems to be
anxious to have them. As I said earlier, there is a message there.
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Mr. SruLTZ. Well, I think what we see is, from a military point
of view, a very impressive performance on the part of Israel, and it
is dominant.

Senator Dopp. But were you surprised at the absence of the Arab
world’s support of the PLO materially?

Mr. SHuLTZ. I think they were stunned the movement into
Lebanon, its dimensions, and its force and and were over-
whelmed by it. I would have to say that I have not really had a
chance to talk with very many people from that part of the world,
80 I do not have anything direct to go on other than my own im-
pressions and what I read.

Senator Dobp. Are you surprised at all by the reluctance of the
?ralbworldtoacceptt.bePIDasrefugeeﬂYouknowtheama
airly well.

Mr. SHuLTzZ. I think there does seem to be a hesitation in many
countries to accept in their country a group of people who have a
pattern of arming themselves and in effect forming a government
within a t. It is not anything that a country that can
help it will tolerate.

SenatorDonD.WouﬂdyouchamcteriaethePwasatemrist
group?

Mr. SHULTZ. wyeertamlyhaveengagedmtermnstacts.

Senator Dopp. Would you characterize them as a terrorist group?

Mr. SHuLTZz. They apparently have many dimensions, and there
is a terrorist dimension. There tends to be terrorism and guerrilla
aspects to protest movements, typically. I do not say that to excuse
these terrorist acts at all. I do not excuse them.

SenamrDonn.Iztmeasktﬂethis,again,andlammkingfor
your personal viewpoints on i do you think that Israel
was wrong in crossing the Lebanese border on June 6?

Mr. SHULTZ. They have to judge that for themselves. I regret that
they did because there still was a cease-fire, more or less. All cease-
fires tend to erode, granted, and the need for further diplomatic ef-
forts not only in Lebanon, but I think the basic problem underlyi
it all is the total lack of progress in doing an about the
eshnwnpmll:llclem.Andaceal;s:-ﬁremtgiuaﬂyahndofahold:ﬂg
operation while something happens t is going to rectify the
reason why you had to have the cease-fire in the first place. And
the something in this case must be an effort to come to grips with
these Palestinian issues, and they were not come to grips with
during the cease-fire, and I think t.hat is a fundamental problem.

Senator Dobb. Amleorrectmreadmg ur last comment that -
Israel made a mistake—putting aside the legal questions for a
minute. Those will be answered, I gather, later, but as a political
decision, if you will, that Israel made a mistake in crossing the
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Lebanese border, that you believe that that action has retarded the
Camp David peace process as it affects the autonomy talks?

Mr. SHULTZ. When you say they made a mistake from a political
standpoint and all that, I do not know quite how to judge that. I
have said that I personally oppose their movement into Lebanon. I
see that the President did, that the U.S. position in the United Na-
tions was in opposition to it, and on I think at least two occasions,
a vote for a cease-fire and withdrawal, so that is the general opin-
ion that I share.

Senator Dobp. Do you think the Camp David peace process has
been retarded by that?

Mr. SHuLTz. It has been harmed in the sense that I am sure in
the Arab world this tremendous amount of bloodshed that we have
seen is just appalling to people, as it is to me, and it must be to
you.

It does seem to me that we should say to ourselves, well here we
are now. What can we go forward with, and see if we cannot take a
lesson from this and say, you know, here are all these people
killed, all these people wounded, all these people displaced. There
has to be a better way. And let us try to find it with more sense of
urg:ncy than we have had before.

nator Dopp. In your opening statement you made reference to
the fact that the PLO, or rather the Palestinians should be permit-
ted to participate directly in the autonomy talks.

Do you believe the PLO ought to be brought into those negotia-

tions directly?
Mr. SHuLTZ. I think that the Palestinians should have their rep-
resentation, representation that they consider to be legitimate.
Whether that is the PLO, I would not say that, and I think that
the statement that has been made that if the PLO recognizes
Israel, recognizes U.N. Resolutions 242 and 338 and if we can have
a renunciation of these terrorist activities, then you have a differ-
ent PLO and I am sure that they would be welcome.

But that is a totally different thing than the present situation.

Senator Dopp. Should that be a condition precedent to our recog-
nizing, assuming the Palestinians select the PLO as their repre-
sentatives in those negotiations, before we accept or agree to that,
should the precondition be that the PLO recognize the right of
Israel to exist, or should that representation be allowed to go for-
ward without that precondition having been met?

Mr. SHuLTZ. I would think that we should stick with the position
we are on, and of course, there is a sense in which when you sit
down to negotiate with somebody, you recognize that they are
there. They are sitting across the table from you. So it is implicit
in the process.

Senator Dopp. Mr. Secretary, my time is up.

When we met in my office, I talked to you principally about Cen-
tral America. I had no intention at the time, or no plan of
ing the Middle East. So this afternoon in the second round I will
focus on that.

I thank you for your responses this morning.

Mr. SnuLTz. Thank you.

Senator Dopp. Thank you, Mr. Chairman.

96-666 0 - 82 - 5



May we have order in the room, please?

Senator Zorinsky. Thank you, Mr. Chairman.

Mr. Shultz, we have discussed in private some of your philosophy
Wtograinembargoesandgminagreemenls.Wehave

the fact that if you do not have a corner on a commodity

and you are not the only one in the world producing a given prod-

uct, that many times embargoes are meaningless and ineffective.

Early in your testimony this morning you made the comment that

{&u would rather deal with the surpluses of the farmers of Amer-

than deal with the worry about a grain shortage. Certainly we

do have excessive surpluses, and some of these surpluses can be di-
rectly related to the previous embargo.

Inasmuch as you are a businessman, I am sure you are aware
that other nations, no matter what they say outwardly about hon-
oring their commitments, often do not do so. I was concerned about
your comment that any grain agreement at this particular time
would have the poseibility of sending a wrong message to the
Soviet Union with res to Poland. Knowing basically your busi-
ness philosophy, I feel there is a dichotomy between your state-
ments and your philosophy. The Polish situation is a duplicate of
the Afghanfstan situation wherein the Carter administration im-
g;nd an embargo. They wouldn't lift it, and I was told at that time

the Secretary of State that to lift the embargo would send a
wrong message to the Soviet Union with respect to Afghanistan.

The current President said he would lift the embargo resulting
from the invasion of Afghanistan inasmuch as it was meaningless
and not accomplishing what it was intended to do. Obviously, the
embargo did not remove the Soviet presence from Afghanistan, so
the message we sent at that time was to the farmers of America.
The message was that they have a lower priorit{ with respect to
the economy of this Nation and the world than I feel they should
have. I am concerned that we are seeing this same situation again.
If we are worried about sending messages, I think we should be
more concerned with the internal message we send to the farmers
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of America with to cu.rta.lh.nﬁ their ability to market their
product in a so-called free world marketplace.

I am foing to give you a bit of information that has not been re-
leased. It is supposed to be a secret, but obviously in this room it is
not going to remain a secret. While we sit here and talk and dis-
cuss and worry about sending wrong messages to the Soviet Union
or wrong signals about being accessible to them, or about being
willing to enter into a negotiated 5-year farm gam agreement, an
individual named David ion, who is with a Canadian grain
export firm, has stated that the Canadians have negotiated with
the Soviets an agreement for 7 million metric tons of wheat, and
that is red winter wheat. That is twice the annual production of
the State of Nebraska. If we were to have that market, we could
have raised a dollar a bushel the return to the farmers of Nebras-
ka, and it would not have cost the consumers in this Nation a
penny.

Thgs sale amounts to $1 billion in Canadian money, $800 million
in U.S. dollars. This is the amount of credits they are giving the
Soviet Union, in utter disregard of a pledge that there would be no
credits given to the Soviet Union for this type of sale.

Having been a businessman, I am a little suspicious of some of
my comﬂetitors. I am sure in your position with the Bechtel comga-
ny which is highly competitive worldwide, you were a little bit du-
bious and suspicious about your competitors. I would hope that you
as Secretary of State would be likewise with regard to U.S. compet-
itors in the world marketplace, and allow our farmers the opportu-
nity to compete.

, my question, Mr. Secretary, would be this: Given the condi-
tions that exist, and the reality of the free enterprise system, will
your recommendations be to send some more signals or messages
with res to Poland, or are you truly a supporter of the free
marketplace where it is to our benefit in terms of economic stabil-
ity to provide our farmers with the ability for long-range planning
by a long-range grain agreement?

I personally do not think you should be involved in it. That is
what we have the Secretary of Agriculture Jack Block for. Unfor-
tunageg, under both Democratic and Repulican administrations,
the ce of Management and Budget and the Secretary of State
seem to make these decisions.

Could you give me some idea of your philosophy in this regard?

Mr. SHuLTZ. I basically subscribe to the sentiments that you ex-
pressed. I think if I could correct one impression from this morn-
Ing’s testimony, you quoted me as saying that I had a reservation
about any agreement. I believe what I said, or at least let me sa
what I mean right now. If I have a reservation, it is about the ad-
visability of starting at this time to negotiate a long-term agree-
ment that envisages a relationship on this over a period of time, a
long period of time. :

ow, that does not suggest anything about sales or the extension
of the existing agreement at whatever level, but raises a question
about whether, having slowed that down, it is the time to pick it up
again, but having said that, I agree with the basic thrust of your
comment that a long-term type of arrangement in the right kind of
world is the way to do it, because it gives our farmers a knowledge
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of what is in store and from the side of the Soviet Union they also
have some assurances, so it is a much more beneficial type of rela-
tionship.

Senator ZorinNsky. Well, George, then, you are not concerned
about Canada locking in more than their fair share?

Mr. SHuLTZ. Oh, I agree with your comments about competitors.
Wile have wonderful competitors and all that, but you have to watch
them.

Senator ZorinsKky. I have one final question, Mr. Secretary. With
previous Secretaries of State, and in 5% years I think I have seen
two or three of them, there has been a proliferation of ambassado-
rial appointments: An ambassador for refugees, a second ambassa-
dor to Mexico, and an ambassador for anything. I guess that is
better than raising the salary, giving another position.

Mr. SHuLTZ. Now you are talking like a businessman, substitute
a title for money.

Senator ZorINsSKY. I have attempted to be very consistent in not
supporting new ambassadorial positions, other than the ones that
we have always been accustomed to, because I feel it dilutes and
demeans the title of ambassador. Do you have a feeling about that,
or do you have any position on it?

Mr. SHuLTZ. It is not an issue that I have caught up with, to
have really registered a view. I can certainly see as in any organi-
zation, if you tend to proliferate a title, you remove some of its
value, but I can also see that there may be occasions when you
have something of great importance that you want to get done, and
that deserves the attention of a person of very high standing. Then
you can create a post of that kind.

Senator ZorinNskY. Do you feel an ambassador should speak the
lang'uage of the country to which he or she is appointed?

Mr. Suuvrz. I think it is highly desirable, though not absolutely
necessary. As was noted in the Cimrma.n ’s letter from Mike Mans-
field, I have been in Japan a few times since Mike has been the
ambassador, that is, since Senator Mansfield has been the ambassa-
dor, and I would say that we could not imagine a better ambassa-
dor for our country than Mike Mansfield for Japan, and he does
not speak the language.

Senator ZoRINSKY. I agree with you.

Mr. SHuLTZ. So, I think you are right. It is highly desirable, but I
would not lay it out as a rule, because then you would rule out
people like Mike Mansfield.

Senator Zorinsky. Thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much, Senator Zorinsky.

With the understanding-that those Senators who have not yet
asked first questions will be accommodated—Senator Mathias, for
instance, has been called out of town, but will be called back this
afternoon, and Senator Boschwitz has not yet had a chance—we
will begin our second round.

I would like to say first, because the Bechtel name has been
raised a number of times today, that from personal acquaintance-
ship and friendship of 32 years with Steve Bechtel, Sr., and about a
quarter of a century of knowing Steve, Jr., I have never known
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finer industrialists, finer Americans who have done a better job for
this country here and abroad.

So, I think you can be very proud of the relationship and associ-
ations you have had and that you have severed, I am sure, at con-
siderable inside pain to you.

I would like to begin %‘am on questions concerning nuclear arms
control. As you know, Mr. Shultz, the nuclear freeze phenomenon
has swept the country. Itisalmostasiftosaywearegoix;gototake
it out of Government’s hands if you do not do something about this
problem (ﬁi:kly. The President has responded remarkabli;, and
certa.zl! is speech at Eureka College in Illinois when he an-
nounced our opening START position, pleased me and others im-
mensely. I was pleased that negotiations on throw-weight limita-
tions, which would be very difficult and would tie up START for
years, have been deferred to a second phase of the negotiations.

There are now, however, reports that some administration offi-
cials are claiming that there will only be one negotiation with
throw-weight included right from the beginning.

First, do you agree with the President’s decision to have the
phase I of START focus on the most destabilizing systems, such as
missile warheads, and leave throw-weight discusssions for phase II?

Mr. Suurtz. Mr. Chairman, I have studied these questions very
recently, and the position that the President has taken, as I under-
stand it, is to think of this negotiation as going through two
phases, but nevertheless recognizing that they are related to each
other, it seems like a sensible position to me.

I would have to say that while, like any other citizen, I have
watched this issue of arms control with great interest, and I was
very excited to read of the position being advanced in the START
talks of a reduction, and to see that the Soviet Union has come to
the negotiating table knowing that that is our position, I find that
very exciting. I also recognize that this is a very difficult technical
subject when we are starting these negotiations, and when it gets
tl;low the level of certain obvious things, it is not a field that I

ve 8 in.

So, with your permission, I would like to respond to any sort of
general ways of thinking about the problem that you want to put
to me, but I would like to study and think a little bit more in a
field that I am not that familiar with before I get into the details of
it. But I would say to you that I realize it is of immense signifi-
cance, and that it is a subject that the Secretary of State should be
right in the center of. I intend to devote the time that I need to
understand it fully and to play a central part in helping the Presi-
dent in these negotiations.

The CHAIRMAN. Because of the immense importance of this issue
to the country now, and to tl:veﬂfosition which was enunciated per-
sonally by the President, we will keep the record open for 24 hours,
if you would like to refine or amplify your comments on these or
any other questions that I put to you.

you believe, as Secretary Haig stated in testimony before this
committee in May, that phase I should be concluded as a separate
agreement before moving on to phase II?

Mr. Suurtz. Well, that in a way is similar to the first question

you asked me, and I think I would have to give the same answer. I
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to the floor, it would be helpful, because I think it is of grest inter-
sst to many members of this committee.

[The information referred to above follows]

Trmow-Wocwy ov Second Prass or START

Qreention —Do yon agree with the President’s decision ts have Phase | focus on
dmﬁliﬁ%mmhznﬁkwhﬁﬁmw&
for Phame [

PR o e s i gt e vl s Pt oo
linked a8 parts of a single, in seems quite logical to me we
eoncentrate our initial energy on reducing and limiting those systems which are
most destabilizing.

Thus, in the first phase, the United States bas proposed significant reductions in
the number of ballistic missiles and their warheads to equal levels. The natural
result of such numerical reductions, however, will be to reduce the Soviet throw-
weight by about one-half—in the first phase.

In the second phase, we would continue in this direction and seek full equality in
throw-weight as weil as in numbers.

START—Fxsr AxD SzconDp PHAsES

Question.—Should Phase 1 of the START negotiations be completed as a separate
agreesment before Phase 117

Answer.’l’hetwoghase- of the US. START proposal are clearly linked as integral
parts of a single U.S. . Whether the results gained through this approach
will be implemented in a series of agreements or in a single, comprehensive agree-
ment will depend on the progress made, and the state of the ongoing negotiations as
the first phase is completed.

The CHAIRMAN. Finally, you may want to respond in the same
way to the third mrt of this. Do you believe this agreement should
be submitted to the Senate in the form of a treaty?

Mr. SuuLrz. Oh, aasuredwg.m

The CHAIRMAN. In his orial Day speech at Arlington Ceme-
tery, the President declared that the United States would refrain
from actions which would undermine the existing SALT agree-
ments so long as the Soviets show equal restraint. This policy of
restraint vis-a-vis the SALT I and SALT II agreements has been
formally endorsed in a joint resolution passed by a 12 to 5 vote by
this committee on June 9. First, do you agree with this policy?

Mr. Snurrz. Yes. ’

The CHAIRMAN. Second, would you foresee any circumstances in
g‘,? netlay t§rm which might require the United States to abandon

s policy

Mr. S8uurrz. Only if the Soviets started to behave in a manner
inconsistent with such understanding.

The CHAIRMAN. That would be understood. Do you believe that
the United States or the Soviet Union would be in a better position
to exploit an abandonment of all SALT restraints?

Mr. SHurrz. Well, that is a curve ball. Well, I do not mean to——

The CHAIRMAN. Would g'ou like to study that a little bit? Because
there are two theories of thought on that. The prevailing theory as-
serts that the Soviets would really benefit more from an abandon-
ment, but it is again a complex issue, and if you could answer that,
we would appreciate it.
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[The information referred to follows:]

INTERIM RESTRAINTS UNDER SALT

I would suggest that if we were to drop our policy on interim restraints we would
both be the loser. This policy does not represent an endorsement of SALT II as the
foundation to a long term arms control agreement. It does restrict the Soviets and
could be helpful in achieving a sound reductions agreement on the basis of equality
and verifiability. The position represents an interim policy that allows for the neces-
sary strategic modernization program which the President has initiated and the

Congress has supported.

The CHAIRMAN. Finally, do you believe it would be constructive
for the Soviets to issue an authoritative declaration paralleling the
President’s pledge of SALT restraint, and would you encourage the
Soviets to make such a pledge? Such a pledge would be much more
reassuring to this committee than just our making a unilateral
statement without having a more formalized pledge by the Soviets.

Mr. SuuLTz. As I understand the current situation, it is that we
are basically abiding by these treaties, and as far as we know, the
Soviets are.

The CHAIRMAN. Right.

Mr. SHuLTZ. Now, it is nevertheless the case, one of the principal
questions raised by the Congress and others about SALT II had to
do with verification, so I put a little line under that “as far as we
know” because it is one of the issues about this treaty, and of
course that is a subject that has to be at the center of the START
negotiations, that what you agree to you can verify and know that
it is going to be carried out.

I think for that reason the sort of implicit understanding that
has emerged is pretty good, and to try to get it tied up into some-
thing highly specific or binding might do us more harm than good.

The CHAIRMAN. Verification is a subject in which Senator Glenn
and others have great interest. The Threshold Test Ban Treaty
[TTB] and the Peaceful Nuclear Explosion Treaty [PNE] have been
under review by the Reagan administration, for well over a year.
There has been a request from this committee to come to a decision
alsl to whether the administration wants the committee to act on
them.

. I have informed the administration that I believe they would be

approved, which would be evidence to the Soviets that we can
follow through. We have not ratified any of the three treaties that
have been approved by Presidents in the last 7 or 8 years.

Director Rostow recently told this committee that this review,
which had been underway for over 1 year, has run into a “pro-
found stone wall.” I wonder if you would undertake as Secretary of
State to try to break that stone wall and to reach a decision?
Would you want this committee to take up those treaties and
submit them to a vote for advice and consent so that they can be
ratified, because one of them does provide for onsite inspection
with seismic instruments. That takes us much closer to improving
verification than we have ever been before.

Mr. SHULTZ. My mind is running on about what could be a pro-
found stone wall. It sounds pretty formidable. You have mentioned
this to me before, and I have discussed that with some of my pro-
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spective coll es, and I think that I should get myself into a
position to be able to discuss it with you shortly.

The CHAIRMAN. I would very much appreciate that. My quarter
of a century experience with you has been that you take stone
walls as challenges and scale them and manage to come down with
an answer to the problem.

Finally, regarding the Law of the Sea, on July 9, a statement
was issued by President Reagan announcing that the United States
will not sign the convention as adopted by the conference and our
[mrticipation in the remaining conference will be at the technical

evel and will involve only those provisions which serve U.S. inter-
ests. The President cited major problems and so forth. If you were
convinced that significant improvements could be negotiated in the
resent draft Law of the Sea Treaty prior to its formal adoption in
Becember, would you seek to pursue such negotiations?

Mr. SHuLtz. Yes; but I understand, Mr. Chairman, that there
have been very strong and serious efforts, and they have been
pretty much rebuffed.

The CHAIRMAN. I feel that in this case, when we are so isolated
in the world, and it is such a subject of importance to such a vast
part of the world, that some of those barriers may not be insur-
mountable. I am sympathetic with some of the problems, but I am
not sympathetic that we have not been able to resolve those prob-
lems. Would you feel it worthwhile, considering the great stake in
this, and the position of the United States, in a sense almost
isolated from much of the rest of the world, that it ought to be
worth one last all-out effort?

Mr. SHuLTZ. Well, certainly, I can look into that. If there is some
prospect of gettin% anywhere, then it is worthwhile, but if basically
1t is closed, then I think you just spin your wheels and raise peo-
ple’s hopes when they are going to get dashed. I think, as I under-
stand the recent decision of the President, it is to be clear with
people about where we stand, so they know that at this stage of the
game we will not sign that treaty as it now stands.

The CHAIRMAN. It is my feeling, and I believe the feeling of some
of my colleagues, that remaining outside the trea:K will pose a sig-
nificant cost to the United States in areas other deep-sea-bed
mining, and I think it is worth that effort.

My time is up. Senator Pell.

Senator PeLL. Thank you, Mr. Chairman.

I would strongly like to endorse Senator Percy’s wish and urgent
hope that you might wish to reexamine the Law of the Sea Treaty.
There is a current article in Foreign Affairs by Leigh Ratiner, who
was our de facto negotiator of a great deal of it. And I would hope
that you would look at his article, because I do not think the ad-
ministration has properly thought out what will happen if we do
not sign the treaty.

We will wish to have the 200-mile economic zone and the right of
passage through the 12-mile territorial zones, because that is a part
of the treaty, but we will not be a part of the treaty and we will
really have no recourse under international law to prevent in-
frir‘ljements on the rights we wish to exercise. So I would hope you
ng d reexamine it and read this article by Mr. Ratiner in Foreign
airs.
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Mr. SHuLTZ. I certainly will do that. I do feel, and I gather this is
our position, that no one can come along and, by a treaty we are
not party to, take rights away from us that we have.

Senator PELL. We have it by courtesy of the treaty, too. That is,
the 200-mile economic zone.

At any rate, I wish you would examine it.

Now, Mr. Shultz, I don’t want to belabor the issue I raised
before—concerning the conventional force balance in Europe and
the need for a NATO doctrine envisaging a first-use of nuclear
weapons—but I do wish to place on the record certain statistics
from the Military Balance, the annual publication of the Interna-
tional Institute for Strategic Studies.

Today, according to that authoritative source, the Soviet Union
has on active duty some 3.7 million men. If one makes two reason-
able assumptions: (@) that one-third of the Soviet military must
remain allocated to the Chinese frontier; and (b) that the Soviets
could never count on East European forces in the planning or im-
plementation of any aggression against NATO, then the threat
against which NATO must defend actually consists of no more
than 2.5 million Soviet troops. This is in contrast with an active-
duty NATO force of 5.4 million, of which 3.4 million are in Western
Europe. In sum, NATO has on duty in the European theater about
1 million men more than the available Soviet force. I just wanted
that to be in the record.

Now, on another subject—and there is a certain amount of hop-
ping around on my part to try to cover a variety of things. In con-
nection with the nuns murdered in El Salvador, in my part of the
country the murder of the three nuns and a lay worker is of great
concern, and under the law only one certification had to be filed by
the President explaining whether all is being done to bring them to
Jjustice. We expect soon to be passing another law to require it

again.

But if we neglect to pass that law, could you give us your assur-
ance that you would move ahead with that certification?

Mr. SHuLTZ. I certainly would want to do everything I can to
clarify that situation and see that responsible parties are brought
to justice. The particular issue of certification as you raise it goes
by me a bit in terms of the structure of all of this legislation. So I
would like to come back to you on that.

Senator PELL. It is a legal point where the President was re-
quired to give us a one-time report on whether any progress had
been made in bringing to justice the murderers of these people.
Under the law that we passed originally, we thought the whole
thing would be long since settled, but it has not and now another
certification is due, and it should address the questlon of the mur-
dered Americans.

Mr. SHuLTZ. You mean later this month.

Senator PELL. And we hope to be legislating a requirement that
the next certification also address the question of the murders. But
if we do not get around to doing that, I wonder if you could give us

your assurance, that at the same time the general certification is
made, if it is made—and some of us question whether it should be
made—that you will include the nuns.
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Mr. SruLTz. I will look into that and I will give you a report on
it. I do not want to say something that gets me into a legal position
of some sort that I do not want to be in.

[The material referred to follows:]

EL SALVADOR: CHURCHWOMEN CASE

As you know, Section 728(e) of the International Security and Development Coop-
eration Act of 1981 does not require that this issue be addressed in this second
Presidential certification.

We understand there continues to be intense public and Congressional interest in
this case and that legialation has been introduced which would require that the sub-
ject be addressed in future certifications.

Because of this interest, the certification will include information on the latest
developments in the case.

Senator PELL. All right. Thank you very much.

Now, a year and a ago when your predecessor was here, in
answer to a question of mine he indicated the possibility, or rather
he said: “There are contingency plans in the NATO doctrine to fire
a nuclear wea%(gx for demonstrative purposes, to demonstrate to
the other side that it is exceeding the limits of tolerance in the con-
ventional area.”

This created a good deal of consternation, the idea of a sort of
warning nuclear shot across the bow. I would hope this is not a
Eart ‘;)f the administration’s nuclear doctrine. Am I correct in that

0

K‘Ier. SauLTz. I have a recollection of that incident, and I have a
recollection of a rather flat comment from Secretary Weinberger to
the contrary shortly thereafter.

Senator . That as far as f'ou know is the present doctrine?

Mr. SuuLTz. That as far as I know is the present doctrine. I
think nuclear shots across anybody’s bow are a very bad idea.

Senator PELL. I would agree.

In connection with Cuba, why is it that when Cuba seems to be
holding out a little bit of an olive branch, why is it we are seeking
to escalate our confrontation with Cuba through Radio Marti and a
variety of other programs that the administration has? It would
seem to me that this would be a time when we could well engage
in, to coin a phrase, verbal disarmament.

We talk about nuclear disarmament, weapons disarmament. This
is a time—and you have a very nice, laid back style—when we
could have more verbal disarmament. I am parti ly thinki
here not only vis-a-vis the Soviet Union, but vis-a-vis Cuba, whic
has wanted to move in this direction.

What is your view here, sir?

Mr. SHuLTz. I think that the thing that counts is behavior. And
from what I know and can see, the behavior of Cuba is reprehensi-
ble. They are causing problems around the world. And it is my
observation that in a sense this was tried in the period about 4
years or so ago, of warming up relationships with Cuba, and what
we got out :f that was additional Cuban behavior that is very un-
desirable from our standpoint.

So I think that the answer to a different kind of relationship
with Cuba is a shift in Cuban behavior and a cessation of their ac-
tivity, and being an arms supplier and fomenter of ins .
They have troops in Angola, they have troops in Ethiopia, they
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have considerable forces in Nicaragua right now. So all of those I
regard as problems, and problems that if the Cubans wanted to
they could change, and if they could change we could change.

Senator PeLL. From the point of view of style—and I will return
to this question of verbal disarmament—it would seem to me you
are in a very fortunate position, coming in as you do with a very
reasonable and rational approach, to try to lower the war of words
which has been going on between us and our Communist adversar-
ies.

Iam tf;st curious if you felt similarly a need to lower the level of
words that are exchanged.

Mr. SHuLTZ. Well, I am a quiet type person, but I do believe in
saying what I think, even if I do not shout it. And it does seem to
me that it makes sense for us to try to ensure that individual
Cubans do understand what is going on. And they are not treated
1:txl)l a free press or in any way a free display of understanding before

em.

Senator PeLL. Although, as you know, they listen pretty atten-
tively to our radios in Florida. They tune in to the American radio.

Mr. Secretary, what would be your view with regard to the Geno-
cide Convention and the other human rights Conventions that are
before us.

Mr. SHULTZ. I am sorry?

Senator PeLL. The Genocide Convention. The Genocide Conven-
tiotxilﬁ l:ls been before us for 20 years or 25 years and has never been
ra .

Mr. SHuLTZ. It sounds like the sort of thing that should be rati-
fied, from the way you are looking at me and [indicating]. But it is
something that I am not familiar with. [Laughter.]

Senator PELL. I guess I feel personally intense about that because
my father played a role in its being considered a war crime, and I
would hope it would be ratified.

[Tlrlg] following material was subsequently supplied for the
record:

GENOCIDE CONVENTION

The Department of State has given priority consideration to the Genocide Conven-
tion. The Department’s review of the Genocide Convention is nearly completed, and
I should soon be in a position to consider the matter and make a recommendation to
the President concerning the question of U.S. ratification of the Convention.

Since I have not yet had an opportunity to examine the issues involved in detail, I
would like to reserve for the moment the expreesion of my views on United States
ratification of this treaty.

Senator PeLL. Would you support submitting the Falkland Is-
lands dispute to the World Court, the ICJ?

Mr. SHuLTZ. Well, again, you are asking me some questions that
are very specific, that I feel should be thought through carefully
with the advice of counsel in the State Department and elsewhere
before I give a kind of instinctive answer.

The Falkland Islands dispute is something that has boiled up
into a very serious war, in effect. And somehow that has to cool
down a little bit. At this point I do not know that the British would
3e ready to accept somebody’s judgment about what they should

o.
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Senator PrLL. Well, my recollection was the British were more
willing to accept it than the Argentinians, but I may be wrong.

The CHAIRMAN. That is correct.

Senator PELL. Thank you. My time has expired.

The CHAIRMAN. Senator Kassebaum.

Senator KASSEBAUM. Mr Shultz, as chairman of the African Af-
fairs Subcommittee, I have been very pleased that that particular
area of the world seems to be moving along in a constructive way.
Perhaps that is because it has not been in the glare of the spot-
light. But I think it is an area that we can point to where we have
established or are working on establishing a constructive policy
and a leadership role of action, rather than having to react to im-
mediate crises.

The crucial stage has been reached in the Namibian settlement,
and I do not know if you have had the opportunity yet to study all
of the details of that particular process. But it seems to be increas-
ingly focused on the need for movement toward the withdrawal of
Cuban troops from Angola.

What is your position on the linkage of this troop withdrawal
tfi'om Az;gola as a precondition, if necessary, for the Namibian set-

ement?

Mr. SHuLTZ. As | understand the discussions—and as you have
noted, I am not fully in them—but my impression is, however way
you may want to put it, that it is most difficult, perhaps unlikely,
that there would be a near-term settlement in Namibia if the
Cuban troops just remained in Angola, because the fear and con-
cern would be that if any kind of vacuum is created there the
gunl:::lll troops will move into Namibia just like they moved into

a.

Senator KassepauM. It could well be that this becomes a sticking
point, and I would agree with you. But I suppose it is drawing a
fine line on the timing of that withdrawal, as well as the South Af-
rican withdrawal from Namibia. I realize that you probably have
not had the opportunity to study it in the fullest of details, but
whether we can even make linkage a possibility at that point and
if the South Africans seem to be using that perhaps as a means of
avoiding any further action and movement on the Namibian settle-
ment.

Mr. SHuLTz. I think the linkage is not in the negotiations or the
technicality of it. The linkage is sort of inherent in the situation, in
that you have foreign troops poised right across the border and ca-
pable of moving across, and that presents a factual situation that is
not acceptable.

Senator KassgBauM. The administration has pursued a policy
that has been termed ‘“constructive engagement” toward South
Africa, and I have been one who has supported that. I do not think
we can just turn our backs on South Africa if indeed we are trying
to resolve either the Namibian settlement or the question of the
economic and political stability in southern Africa.

Certainly it has had its critics, and I think that more and more
are saying, well, what are we getting in return for having extended
the hgnd of fnendsh1p, and are we seeing that it is a two-way
street?
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But in this constructive engagement, I wonder how you interpret
it extending to the nuclear field. You touched on proliferation a bit
this morning, but I think, particularly given your understanding
and background in the nuclear field, it would be very helpful to
hear your analysis as far as the policy of constructive engagement
and if that would extend to our sale to South Africa of helium-3,
for instance, which has been a controversial request that has been
under consideration.

Again, you may feel that it is something you have not had a
chance to analyze thoroughly enough.

Mr. SHULTZ. I would think any sale to South Africa of what in
our earlier discussion might be classified as sensitive nuclear tech-
nology would be something you would want to look long and hard
at before you did it.

Senator KASSEBAUM. Any sale?

Mr. SHULTZ. Any sale.

['I‘ll‘x;]follomng information was subsequently supphed for the
reco:

U.S. NucLEAR COOPERATION WITH SOUTH AFRICA

Since U.S. policy and law would require denial of an export license in the absence
of South African adherence to the NPT and acceptance of full-scope safeguards, the
fuel could not be exported under current circumstances. The longstanding position
of the U.S. Government has been and continues to be that we would be prepared to
supply nuclear reactor fuel to South Africa if that country adhered to the Non-Pro-
liferation Treaty (NPT) and accepted IAEA safeguards on all its nuclear facilities.
Nuclear fuel supply for the Koeberg reactors has been the subject of confidential
diplomatic discussions. The U.S. Government is continuing discussion of this matter -
with the South Africans in an effort to find a balanced and equitable solution.

The matter of the pending Helium-3 export application remains under Executive
Branch review. Consultations with the Congress will take place before a final deci-
sion is made.

Senator KasseBauM. Thank you very much.

The CHAIRMAN. Thank you, Senator Kassebaum.

Senator Boschwitz, you have not had your first round of ques-
tioning and, without objection, you will be recognized now.

Senator Boscawrrz. Thank you very much, Mr. Chairman.

Secretary Shultz, under the Reagan administration the United
States has become mcreasmgly involved with the King of Morocco
and his efforts to gain control of the Western Sahara. My question
is whether or not the closer identification with Morocco has
harmed our relationship with Algeria or other African states.

Mr. SuurTz. I think our relationship in Morocco is not directed
toward their problems in the Sahara with the Polisario so much as
it is, from our standpoint, giving us on the one hand rights of
access, and on the other providing the Moroccans with a greater
self-defense capability, in the light of the fact that countries in that
region are threatened by the very substantial arms buildup and the
aggressive actions that are emanating from Libya.

Senator BoscHwITZ. Mr. Secretary, let me skip over part of my
region, as I look at my questions and what I have. I normally like
to go from west to east, from Morocco to Bangladesh. But since you
addressed in your opening statement the Middle East crisis princi-
pally, let me direct my questions there.
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Mr. Secretary, in a way I find rather disturbing your statement
that the crisis in Lebanon makes painfully and totally clear a cen-
tral reality of the Middle East, the legitimate needs and problems
of the Palestinian people. I would certainly say it is a central prob-
lem, a central problem of the Middle East, but certainly not the
underlying and only problem of the area.

Do you think it is the central problem of the Middle East?

Mr. SHuLTZ. No; there are many problems in the Middle East.
But I do think that without a satisfactory solution of this one it is
very hard to imagine the prospect of peace in the Middle East. But
there are certainly many other problems.

Vl:’e have a very serious conflict between Iran and Iraq going on
right now.

Senator BoscHwirz. Is that related in any way to the other?

Mr. Suurtz. No; I do not think so, no.

We have a problem—not a problem, but a matter that we must
attend to continuously; namely, the security of Israel. We have
commitments there. t is a problem. There are problems con-
nected with the dependence, less ourselves than of our friends and
allies such as Japan and Europe, on oil that comes from that
region.

There are many problems that one can point to. But I think
right now the issue of the Palestinian needs and grievances and ob-
jectives is one that we must address ourselves to.

Senator BoscHwITz. I certainly agree with that. But certainly the
problems that we have with Libya cannot be related to the Pales-
tinian problems.

Mr. SHuLTz. I subscribe to that.

Senator BoscHwrrz. In Lebanon, over the past 7 years—as I note
in the paper this morning, there was a full-page ad—100,000 people
have been killed. I suppose the greatest single time when that oc-
curred was during the shelling of East Beirut by the Syrians, and
that civil war there has certainly involved many scores of thou-
sands of people more than unfortunately have lost their lives
during this latest invasion.

But certainly that is not traceable, those problems of Lebanon
are not directly traceable, and are only indirectly traceable to the
Palestinians as well.

Mr. SuuLTz. Well, it is all part of the same problem. You have a
very substantial number of people who are a capable, energetic
people, with no place to go. It is just an inherently explosive situa-
tion, and it has been that way. )

In my statement I said that this recent conflict that we see—and
I am quoting myself, I think—is really the latest in a long series of
violent acts in that part of the world. And it seems to me that we
have to come to our senses and make everybody else—sort of shake
everybody and say, now, come on, we have to do better, and we
must get at this problem. . ]

Senator Boscawrrz. Were the Palestinians a particular problem,
Mr. Secretary, between 1949 and 1967, when the Jordanians occu-
pied the West Bank? . ]

Mr. SHuLTZ. The Jordanians, of course, had their problems with
the PLO. We know that.
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Senator BoscHwrrz. In 1970. But there was no effort to resettle
or ilo anylthing during that period with respect to the Palestinians,
as I recall.

Mr. SHuLTZ. I cannot give you an authoritative answer on that,
Senator.

Senator BoscuwiTz. In your prepared statement you state, Mr.
- Secretary: “For these talks to succeed”’—talks in order to solve
these problems—‘representatives of the Palestinians themselves
must participate in the negotiating process.”

We have seen quite a conflict there that involved the PLO, and it
was interesting to note that none of the Arab nations came to the
aid of the PLO. The Persians, the Iranians, did to a slight degree,
but no one else. But no country is now anxious to have them. I be-
lieve you said “No country is anxious to have them.” Those were
your exact words, as a matter of fact, earlier today.

And yet, they have fostered the impression that they are the
wronged victims of this entire invasion. Is it your thought that for
these talks to succeed representatives of the Palestinians them-
selves—do you mean the PLO by that statement?

Mr. SHULTZ. Not necessarily. .

Senator Boscawrrz. You would include the PLO?

Mr. Suurtz. If the PLO changes and becomes something other
than the PLO as we have known it, namely a group that fore-
swears terrorism, recognizes Israel, agrees to U.N. Resolutions 242
and 338 as a basis for negotiation in that region, certainly we
should consider including them.

But I do not prejudge the question of who should be representing
Palestinians except to say that it has to be what I would think of
as legitimate representation, that is, somehow stemming from the
Palestinians themselves.

Senator BoscHwrrz. The administration has adopted a very firm
attitude with respect to Colonel Qadhafi and Libya. The objectives
were to discourage the Libyans from subverting their neighbors
and becoming involved in world terrorism to yet a larger degree.

Has this policy been successful? What further measures are nec-
essary to promote those objectives, and what has been the success
of that policy?

Mr. SHULTZ. I cannot give you a rundown, chapter and verse. But
I do have the impression that there has been some impact and
some sobering of Libya. But I cannot say that there has been any
great tremendous shift, but maybe we see the beginning of some-

At any rate, I think the Libyans have behaved in a genuinely un-
acceptable manner and I personally am in complete support of
what has happened.

Senator Boscawirz. The President has stated that Israel is “a
fnmgao' 5 3trategic asset to America, not a client but a very reliable

end.

Mr. SHuLTZ. I am sorry, would you read that again? I could not
quite hear you.

Senator BoscHwrrz. The President has stated with respect to
Israel that Israel is “a major strategic asset to America, not a
client but a very reliable friend.”
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Do you agree with this? That is a direct quote from the Presi-

Mr. SuuLrz. Yes. )
Boscuwitz. You agree with that?

Senator

Mr. SHuLTZ. Yes. . <

Senator . The President has also said that the corner-
stone of our effort and our interest in the Middle East is a secure
Israel. Do you with that as well?

Mr. Suurrz. Yes; and I think I stated that in my opening state-
ment. I more or less did not use your exact words, but that is the
thrust of it.

Senator Boscuwrrz. To weaken Israel is to destabilize the Middle
East and risk the peace of the world. And I believe you also said
approximately the same thil:gll:kyour opening statement.

r. SuuLtz. Yes. But I think that we and evexzbodg else in-
volved weaken Israel when we do not insist and work and strive to
bring about a peaceful situation there. We do not do anybody any
favor by letting this thing drag on. So I believe that strength is not
simply military strength, but what you do with it and what you do
witg the situation that may be created by it. -

It is not military strength that we want; it is peace that we want.

Senator BoscHwrTz. I agree with that, Mr. Secretary. And I will
have other rounds of 1uestioning.

Mr. Chairman, will I?

The CHAIRMAN. Pardon?

Senator Boscuwrrz. Will I have further opportunity?

The CHAIRMAN. Oh, yes, there will be.

Senator Biden, and then after you, without objection, Senator
Kassebaum did not finish her time. I think I have three minutes
lgfdl:. If you have one or two questions, they can follow Senator

iden.

Senator BmpeEN. Thank you very much.

Mr. Secretary, to pick up where I befa.n, not left off this morn-
Ef, I indicated that you were sitting before us because there was a

ilemma. And I am sure you will be confirmed. My first question
is, are gou signed on for the duration?

Mr. SHULTZ. As far as I am concerned, of course, you people and
the President can dispose of me. But as I said this morning, I am a
professor on tenure, and I have security.

Senator BIDEN. On a more serious note, it has been ramfu.ll
clear to us on this committee and, I sus , to the whole worll
that there have been in the past year and a half serious policy dis-
agreements, as there always are in an administration, but serious
policy disagreements in the foreign policy area within the adminis-
tration.

It is characterized bﬁhe shorthand characterizations of hard
liners and moderates. ether or not it is true, Secretary Haig
was viewed as being one of the moderates. We know on this com-
mittee that he was one who hﬁued against the decision with
regard to the pipeline, that he taken a divergent point of view
with regard to other European matters from the of De-
fense and others within the administration, that he had a slightly
different view, if not significantly different, from some leaders in
the administration, on the matter of arms control.
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And one of the things, quite frankly, that some of us would like
to be able to get a preview of is where you are likely to fit in all of
these continuing concerns.

My question is this: The President, to paraphrase Senator Helms,
were he here, the President is committed—and he asks everyone
this question—to the Republican platform; the Republican platform
declares that détente is dead.

Now, that is all well and good. This administration has said dé-
tente is dead. The Europeans still treat it as if it is alive, for them
at least. They think it is important. And I am not so concerned
about it being dead, but I wonder what lives.

We have declared détente dead, but I do not know what our
policy is with regard to the Soviet Union, if it is anything other
than one of confrontation from the first act of denying the Ambas-
sador the riiht to park underground in the State Department
garage straight through to a recent speech by the National Secu-
rity Adviser, Mr. Clark, and others, that we have economic con-
frontation, to the article recently in all the major newpapers about
our allies being stunned by the administration’s characterizations
of relationships with the Soviet Union.

So I would like to know this from you. And I think the best way
to pursue it is in the context of trade again. Your phrase, I am
sure, will be quoted a thousand times, that of “lightswitch diploma-

.’ It is clear that part of the administration believes that switch
should be off and stay off. There is no question about it; everyone
in the administration agrees so far that you should not be putting
it on and off.

But it appears as though the dominant forces in the administra-
tion now believe the switch should be off, and not turned back on.

From your statements here today you seem to suggest that the
switch should be on, that it is important that we have trade. You
left open thtgdl;ossibility of future grain negotiations, as I read your
testimony y. You have spoken in the past about the need to
have continuing trade and dialog, economic intercourse with the
Soviet Union.

Do you believe the switch should be on or off? And if the answer
is neither of those two, under what conditions is it on and off?

Mr. SHurTz. The position that I tried to set out was that, as a
general proposition, I do not subscribe to the use of trade as a
switch to be turned on and off. In the case of the sanctions that
have become so controversial, I subscribe to what has been done on
the grounds, the sort of overriding grounds, of what has taken

lace in Poland and the need to register our view on that in a
orceful and powerful way.

Now, insofar as your comments about what our relationship with
the Soviet Union is like, is détente dead or not dead and so on,
rather than debate the meaning of the word, it seems to me better
&aset out where we are, as I see it anyway. And I will try to do

t.

Senator BmeN. That would be helpful. :

Mr. SHuLTZ. First of all, we have a sense of realism about what is
going on, the manner of Soviet behavior, the growth in their
strength, the fact that while we were basically standing still, they
continued to build up, and in the face of a more passive kind of
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Second, having i that, we have said to ourselves as a
country, we should to our strength. And I think as we look at
what has happened to our defense budgets in the last year of the
Carter administration and certainly in the first 18 months of the

and we are working on them.

Now, in my testimony I also said that it seems to me we should
have a willingness to build a more mutually beneficial relationship
but on the basis of reciprocity. If we are going to be subjected to
this constant turmoil around the world from the Sowviets, you
cannot build a constructive relationship on that. But if there i1s a
change in their behavior and a response to all these things, we can
change, too.

Now, as I see it at least, that is where I come in. And I do not
know what you want to label that. Maybe it is not useful to label
it

it.

Senator BIDEN. I am really not looking for labels. I am looking
for, if you will, almost a philosophy of how we are going to pursue
rel’ﬁt;ions with :l}:e %oviet I{im’t%n. Tim 41

ere is in the Post an e Times and, I suspect, every major
newspaper in America today, a headline similar to the one in the
Post saying, “Soviets Held Dependent on Imports,” referring to a
study released by Census Director Bruce Chapman and the implica-
tion that the Soviet Union is also far more vulnerable to economic
sanctions than previously thought.

And he cites a number of figures, saying that 7 percent of their
total economy relies on exports, 20 percent of their total income is
spent on imports, and so on and so forth. But he gives a very much
increased picture of the reliance of the Soviet economy upon world
economic trade.

Now, how much of the Soviet behavior has to be altered for you
to set up a relationship? Let me be very specific. Let us suppose
that tomorrow the church, Solidarity, the Polish Government, with
the sanction of the Soviet Union, get together and work out some
accommodation and restrictions are in Poland. Well, that is a
step forward.

ow, the President then may very well—I do not know, but let
us assume—change position on the gas pipeline and/or begins addi-
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tional relationships with the Soviet Union on the economic level.
But 2 weeks from now things blow up in Iran.

Now, from the European view, you and the President—you as a
business person and with your former life as a Secretary in other
capacities—and the administration policy in the area of nuclear
proliferation has chosen a divergent gath from the Carter adminis-
tration. President Carter said the object and the most important
priority there is to stop the proliferation; and this administration
says that is important, we are committed to that, but the most im-
portant thing is to be a reliable supplier.

Now, the Europeans, they look and they say, on economic fronts
we are going to be reliable—I am not just talking nuclear now—we
are going to be, in effect, reliable suppliers. You cannot make a
linkage between dealing with the Soviet Union economically and
every other action they take around the world.

And so what I am trying to get at is, and I have no sense of it, is
how fundamental a change need there be in Soviet policy for us to
have a long-term continuing relationship that would give you as
Secretary of State a degree of confidence to know that tomorrow
you would not be turning the switch back off, that it would prob-
ably be better not to turn it on if you knew there was a possibility
you were going to turn it off in a month or 6 months or a year?

I know of nothing more destabilizing to our relationships with
not only the Soviet Union but with our major trading partners
than this notion of, as you paraphrased it, “Prince Hamlet of world
affairs,” where you are on again, off again, not knowing what we
are doing.

So my question is how drastic a change in Soviet behavior has to
occur in order for us to once again have a major positive economic
relationship with the Soviet Union, an active one as opposed to
what is being pursued now, which is characterized as economic
warfare? Whether or not that is accurate I will leave that to you.

Mr. Suuvtz. If there is a fundamental change, to use your words,
and I do not see any special evidence that there is, but if one
should take place, then we would start to see the symptoms of it,
you might say, the offshoots of it in particular actions. And we
would sort of put the pieces together from that as we see accumu-
lating evidence.

And no doubt the way in which something like that could unfold
is in a pattern of reinforcement. In other words, you get into situa-
tions sometimes—let me take it away from the Soviet example—
where people are in a dispute of some kind and one thing leads to
another, as the saying goes, and the whole cycle is one of going
from bad to worse.

What one, I suppose, could envisage is something that cycles in
the other direction. But it is well given the situation as it is and
the realistic appraisal of where we are, that before we conclude
that there is any really fundamental change, we would like to see a
lot of evidence. And I think we should wait for a lot of evidence.

Senator BmEN. So that we should see a fundamental change.
Absent a fundamental change, these spot changes are not things
that would, in fact, encourage you to suggest that we have an in-
creased economic relationship with the Soviet Union?



llrSnumYoutellbywhatpeopledo,andyouwatchwhat
they do over a period of time. And if over a period of time you see
w‘MMMpaﬂememerge,yonwndMethatmaybe something
mh’Senatoer Bsggta:yhaw trespassed on my time. Thank you very
m!

The CHAIRMAN. Thank you, Senator Biden.

Senator KassgsaAuM. Mr. Chairman, that is all right, it was a
follow-on to some exchange between Mr. Shultz and Senator Bosch-
witz My turn will be back around in a few minutes. I will just
wait.

The CralrMAN. All right. Fine. Thank you.

Senator KassgsauMm. Thank you.

The CHAIRMAN. Senatorlhyakawa,youhavenothadaseoond
round.

Senator HAYAKAWA. Thank you very much, Mr. Chairman.

We have had a lot of discussion lately about Japan’s current de-
fense efforts, and there has been a lot of criticism about Japan not
doing enough to defend herself in view of Soviet ships prowlmg
around in the Indian Ocean using Cam Ranh Bay as a naval base
and other Soviet forces in the Sakhalin and in the Kurile Islands
and so forth.

What are the Japanese doing about it? A resolution was intro-
duced jointly by a Republican and a Democrat saying it is the
sense of the U.S. Senate that Japan should increase its defense
spending to 1 percent of its GNP because it is a good deal below 1
percent right now. This resolution has not yet been acted upon.

Well, in a hearing of which I was chairman—this was the first
part of the hearing—we heard the testimony of these two Senators.
In the second part of the hearing we heard from three other
people, one an admiral, one a lady who was an authority on Aus-
tralia and New Zealand, and the third a historian. They had quite
contrary views. And so I asked them if they were Senators, how
would they vote on this resolution that Japan should spend 1 per-
cent of its GNP on arms?

All three of them said they would vote no. I asked why. They
said, well, you should not push the Japanese, it is probably coun-
terproductive. They may very well have been right, because the
most recent announcement on the part of the Japanese Govern-
ment is that they are going to spend less in the coming fiscal year,
a smaller percentage of their GNP on armaments than they did
the previous year.

Would you care to comment on this fact?

Mr. SHuLTZ. I think myself that it would be desirable for Japan
to step up a little more in the defense arena. I do have experience
myself in dealing with the Japanese, that they are a very sort of
consensus-oriented society. They talk things over. They work at it
for a while, andnttakesagoodbltofhmewmakeashlﬂ:.Once
theymakext,theymakelt.
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You can push on it to a certain extent, but you have to respect
their process. I think we also have to respect the fact that thei:ldo
have a constitution that we had something to do with and which
has said to them that they should basically rely on others for their
fundamental defense.

But I believe we should make it clear to the Japanese that we
feel their efforts should be greater. I think it should.

Senator HAYARAWA. You do feel then, do you, that pushing them
in this direction is counterproductive?

Mr. SHULTZ. Making clear to them what we think is fine. Resolu-
tions being passed by a body like this I think is a tremendous thing
to have happen, and to be telling some other country how to
behave that way, I would question the wisdom of that.

Senator HAYAKAWA. Thank you very much.

Now let me go back to another area of the world altogether. I
came across this problem just recently in the African nation of Bot-
swana. I recently returned from there as part of a four-nation tour
to western and southern Africa, and Botswana is a democratic non-
racial country which is a force for moderation in a volatile region.

Before it became Botswana and independent, it was known as
British Bechuanaland. Because of previous United States and Brit-
ish unwillingness to provide military equipment to Botswana, they
turned to the Soviets, who are only too willing to supply what the
country wanted for its defense.

It seems to me that we should not try to second-guess a good
friend like Botswana, and should be willing to respond to their le-
gitimate requests for security assistance. Would you care to com-
ment, sir?

Mr. SHuLrz. I think we always should look at each case where
people make a request for security assistance. That does not mean
we always should do it, nor should we always feel that just because
the Soviets will do something, we should. But certainly, we ought
to look carefully at each case.

Senator HAYAKAWA. After all, you see, they were not at the time
involved in any war or internal strife or strife with neighboring na-
tions. So it seemed to me to be a reasonable request.

1 also visited Liberia and was very much reassured by what I
found. You will recall they had a bloody coup in 1980 in which they
took the president and a number of his cabinet out and shot them
on the seashore. And the leader of the coup was a man by the
name of M. Sgt. Samuel Kenyon Doe, who has since called himself
commander-in-chief and is addressed as Mr. Chairman.

Since there was no countercoup, there was no bloodbath follow-
ing this first bloodbath; that is, one group was slain but there was
no vengeance taken. And so the coup was entirely successful.

Master Sergeant Doe, or now commander-in-chief, seems to be a
man of modest education. He tries very hard to educate himself
and seems to have surrounded himself with wise and moderate ad-
visers, so that he has released from custody all the previous sus-

who were members of the previous government whom he had
imprisoned.

He has recalled from exile those who had fled to the United
States or Canada or England, and the country is now restored to
some degree of tranquility and foreign governments, Japan, Ger-
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many, the United States, China, and 3o on, have sent embassies,
emissaries to look into the possibilities of trade.

I think the United States can be proud of its role in encouraging
these favorable developments in Liberia Somehow or other, I think
anme of the wisest things we do are things that we do not read
about very much in the newspapers, that this has not been since
the assassination itself a headline story to be followed day by day,
butthedevelopmenuseemtohavebeenvery&vmable

Senator HAYaRawAa. I think that any technical assistance we can
give to a country like that, and especially educational assistance,
would be of great importance.

Thank you very much, Mr. Secretary.

Mr. SuuLtz. Thank you, Senator.

The CHAIRMAN. Senator Hayakawa, I will have to leave in a few
minutes to go to the White House, and I would ask you to chair the
hearing. Secretary Shultz is due down there about 4:10, so if we
could adjourn no later than 3:50. That would mean that we will
recognize Senator Glenn next, and when we resume at 10 tomor-
row morning, we will continue in the same sequence so that Sena-
tors who have not had their second round will be first up tomorrow
morning

It would be the intention of the Chair, there being no objection

nomination to the Senate floor tomorrow. There has been no re-
quest for a report. That would enable us to have an expedited vote
by the full Senate. It cannot be done for 24 hours, but it could be
done by late Thursday afternoon. It would be highly desirable for
us to have a Secretary of State, and if there is no objection to that
procedure——

Senator GLENN. Well, reservmg the right to object, Mr. Chair-
man, and I think we will object. We have a lot of very important
matters to go into. I do not think going over one extra day is going
to hurt. I asked, as you are aware, that we have these hearings
during the recess because I thought it was that important, but we
didn’t see fit to do that. I don’t think going one day or the next is
going to make that much difference right now in the Secretary get-
ting on the job. We have some things on nuclear proliferation I still
want to get into, and I would not want to call it off by agreeing
now to a time certain.

I am not trgmg to prolong this, nor do I have a very lengthy list

uestions, but this goes rather slowly on our 10-minute sections
I would not want to commit to a time now, so I will object.

The CHAIRMAN. It may still be the intention of the Chair to aim

toward a vote tomorrow.
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Senator GLENN. We can aim toward a vote tomorrow. I would be
happy to do that. We can aim toward a vote before 4. I still want to
get my questions in.

The CHAIRMAN. I will try in every way to accommodate you, but
we will aim in the direction of moving this forward, there being no
serious problem that has arisen today. I think it is desirable and
the majority leader has indicated his desire to place this on the
floor just as soon as possible. So we will try to accommodate every
Senator, and certainly I will yield some of my time to you, Senator
Glenn, so that you can ask more questions.

Senator Hayakawa, would you be good enough to assume the
Chair at this point? Would you adjourn in time for the Secretary to
be at the White House at his appointed time.

Mr. SHULTZ. I don’t believe that I am——

The CHAIRMAN. Are you not going to that meeting?

Mr. SHuLTz. Not that I know of. I have not been invited. I am
not the Secretary of State. I am at your disposal to stay here as
long as you want to.

e CHAIRMAN. I thou.?ht you were going over. If you are able to
stay on, then, that would be fine. That would take care of both the
Chailxl' and Senator Glenn’s goals and objectives. Thank you very
much.

Senator TsoNGas. Mr. Chairman, can we question you when you
come back? [General laughter.]

The CHAIRMAN. Under those conditions, I may not come back.
[General laughter.]

Senator CRANSTON. Mr. Chairman, for the information of com-
mittee members, there is presently scheduled a rollcall for 3:40 this
afternoon.

The CHAIRMAN. Pardon?

Senator CRANSTON. For the information of the Committee, a roll
call is presently planned for 3:40 this afternoon.

The CHAIRMAN. Thank you ;elﬂ' much.

Sqnator?HAYAxAWA. o will speak after Senator Glenn, Mr.

The CHAIRMAN. I would suggest that gou continue the hearing
% afternoon just as long as you can and come back from the roll-
vote.

Senator HAYAKAWA. Senator Kassebaum, you have had your
second round?

Senator KassgBauM. [Nods affirmatively.]

) Segator TsoNGas. Will we all have a second round this after-
noon?

The CHAIRMAN. Yes, I would suggest you carry right on this
afternoon. I was under the mistaken impression that Mr. Shultz
was due over at the White House also.

Senator Glenn.

Senator GLENN. Thank you.

Let me make it clear that I am not tryin%;grgold uf any vote on
z:u,. I already assume that you will be Mr. tary. I just want to

sure that we get on the record questions that we have on partic-
ular subjects.

Let me go back to a point that was mentioned this morning. Sen-
ator Biden started the questioning and we got off on some other
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questions about how we bring order to foreign policy. You replied
to that by saying that it is the President’s policy, and I agree with
that, an thimgecretary of State implements this, as do other
people. But this implies that the President is involved and makes
those policy decisions clearly himself. )

Now, we had a situation where Prime Minister Begin has been
here on two trips. The President and the Prime Minister never per-
sonally discussed the West Bank nor offensive-defensive use of

uipment. Mr. Begin told us this. When I was at the White House
ﬁrought this up and no one denied that, although other groups
discussed scu Hali;’ the ideilt and the Prime Ministe h.m;shad xggt. Mideast

. Haig is apparently negotiating some thi on the Mi
while Mr. Clark out of tl?:e NSC is negotiating on the Mideast with
the Saudi Arabians, unknown to Mr. Haig apparently. We have
had a whole series of flip-flops that have occurred, on the grain
deal, in the Versailles discussions regarding the ]Eipeline and
credit, the U.N. votes, changing policy between the PRC and
Taiwan, we are loosening up things in South Africa, which is a

change.

We start out with a strategic consensus emphasis in the Mideast,
now we are back over on Camp David, détente is dead, linkage is
in. Then all at once we have the START talks put on. Nuclear
policy was going to be drastically changed, then it was reaffirmed.
Now our domestic nuclear policy is being changed again.

Now, my number one question is this. Did the President make
those decisions, all of them, to the best of your knowledge?

Mr. SuurTz. I have no knowledge of that, Senator. I was not here
and I cannot speak about the past.

Senator GLENN. I think most observers of the Washington scene,
including all of the ambassadors, feel that we have been articulat-
ing pretty much a quadriheaded foreign policy here, some from the
tlf‘resident, some from NSC, some from State and some from De-

ense.

I guess my main question is: How are you going to plan to get
the President to take hold and make these decisions'yl guess [
would say that somebc;il{ over there has to speak with an authori-
tative voice if we are all going to know what parade we are going
to march in here.

There has to be a very clear decisionmaking process. It comes
from one office and can come from one office alone, it seems to me.
Then everyone knows where the parade is headed and can get with
it and march in unison. But until that happens, I think we are
m to—I have ambassadors come into my office who are con-

by this policy or that policy or something else and say, you
are a member of the Foreign Relations Committee, can you tell us
what this means? They are confused.

I agree with you 100 percent in your statement that is the Presi-
dent’s policy, but that implies to me the President has to make de-
cisions and then everybody knows what drummer he is march.ing
to. I don’t know whether you wish to comment on that or not, but
guees? I would ask how do you get the President to make those deci-
sions?

It seems obvious to me that the President has not made all those
decisions. Surely he would not have been that confused. I cannot
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believe he would be. But somebody has made those decisions or let
it drift to where it appeared that there was no clear decisionmak-
i rocess. How do we reverse that?

. SHuLTZ. Well, without agreeing with the premise that things
are confused, I would say from my observation with the President,
having talked with him and watched him prior to the nomination,
during the campm(fn and to some extent in the early stages of the
administration and in my role as Chairman of his Economic Policy
Advisory Board, taking part in discussions and watching the mate-
rial go by to the extent that I have been able to since I have been
balckeélere, my impression is that the President is very much in-
volved.

Senator GLENN. Do you think he made those decisions?

Mr. SHuLTz. He is right on top of things. At least that is in the
direct observations that I have had, and I can only speak about
what I have been directly involved in. You spoke about inconsisten-
cy on Taiwan. I don’t know what inconsistency there is. He has
been on the same ground all the time.

Senator GLENN. I think we are in the middle of a change in that
one now. Perhaps I should not have put that in my list of accom-
plished flip-flops. But it seems to me if the President was involved
with all of these, then there is a very confused policy at the White
House because those are definite changes of direction that we have
made that have left our allies confused, and the Foreign Relations
Committee confused, I would add.

Let mt:dgo to a different area. During the campaign in 1980, you
are quoted as having said, “If I have any difference with Reagan, it
is about Middle Eastern policy.” I would ask first, what is the
Rg:fg?’ Middle Eastern policy; and second, where do you differ
with it?

Mr. SHuLTZ. That was in response to a question of whether I
agreed with the President more or less across the board, and I
made that reservation. I suppose it reflected my perception that
some of the problems that we have been talking about here today
didn’t seem to be very prominent in some of the earlier thinking.
But that was only an impression and the kind of offhand comment
that got picked up in the papers, and not the groduct of a serious
effort on my part. You know, people ask you these questions. You
are a rglrivate citizen, you make a remark, and all of a sudden it is a

case.

But if there was a foundation for it, as I have said, I think from
what I have seen and heard him talk about, I will be able to work
very comfortably with the President in this area. That doesn’t
mean he agrees with everything I said here. I don’t know whether
he does or not. But I will, I am sure, be able to work with the
President and his advisers comforl:ablg;c

Senator GLENN. Were you head of Bechtel at that time?

Mr. SuuLTZ. I was president of Bechtel. Steve Bechtel, Jr., is the
R ator G You have nothing specific, then, no specific dif:

nator GLENN. You have nothing specific, then, no specific dif-
ferences on Mideastern policy?

Mr. SHuLTZ. No, sir.

Senator GLENN. An earlier reference was made to lightswitch di-
plomacy in an October 1981 lecture which you gave in London—



vehicle to address both a sort of stopping the negative trends and
looking for some positive ones in the trading area.

Similarly, I think one of the things that we lack in our interna-
tional economic affairs is what I called in that paper a GATT for
investment: In other words, some rules that are generally under-
stood in the way investment is going to be treated. And, on the
whole, people know the nature of what these rules will be, but it is
hard to get them agreed to.

Incidentally, I was very pleased to learn that we have developed
a set of rules jointly with ngypt, and I think if you can’t do it on a
grand scale, maybe you can do it country by country and let the
thing build up. The European Community in the Treaty of Rome
has done a pretty good job in the investment rules, and I under-
stand they have held pretty well.

8o, trade is an area that needs work, investment is an area that
needs work. And I think also that, certainly with some controversy,
but nevertheless thinking about economic development is ¢ ing.
The conventional wisdom of 10 or 15 years ago has shifted, and
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while it may be that Feople don’t buy a full free market, free enter-
prise approach to all this, I think there is a realization that the
central dominant State control model hasn’t worked. This is fasci-
nating to me, although I have never been to China, to read and see
that the Chinese are struggling to have a greater element of decen-
tralization: In other words, to change.

So, I think it is a good moment to be working on that subject.
And, of course, I think we all have to recognize that our own econo-
mies and our policies toward them are important to ourselves but
they are also important to our trading partners. And that doesn’t
mean that we should have somebody else telling us in the United
States how to run our affairs, but we certainly ought to be cogni-
zant of the impact of what we do on them and expect them to be,
vice versa.

So, that is the sort of thing that I had in mind, and I was really
saying, in effect, to that audience that things are moving in the
wrong direction, let’s take stock and let’s take a deep breath and
let’s see if we can’t move them in a positive direction.

Senator GLENN. I could not agree more with your statement. You
did not have, though, a specific International Economic Constitu-
tion per se? -

Mr. SuuLrz. No, sir.

Senator GLENN. OK. The way it was spelled out in caps, I
thought you had something specific in mind there like a new World
Bank or something of the sort.

Mr. SnuLTrz. No, I don'’t.

Senator GLENN. Your statement, incidentally, I think is very
good on the new era that we are moving into.

Senator HAYARAWA [presiding]. Senator Glenn, let me remind
you that your time has expired.

Senator GLENN. Yes; my time has expired and we are also on a
vote. I am sorry. I didn't note the red light.

Mr. SHuLTz. I think I took your time, Senator. I am sorry I gave
such a long answer.

Senator GLENN. No; it was a good statement. I welcome you
taking my time like that. Thank you.

Senator HavarawaA. I would like to suggest that we take 10 min-
utes to go and vote and then come back.

Senator CransTON. I would like to carri:n, if I may, because 1
have to go down to the White House for that meeting and I would
like to have my 10 minutes at this point. ,

Senator HAYAKAwA. Would you like to recess?

Senator CrANSTON. No; I would like to proceed now with my 10
minutes and then go vote.

Senator HAYARAwWA. All right, that will be fine.

Senator CRANSTON. Nancy, is that all right with you?

Senator KassgsauMm. I would be happy to yield because I know
you need to leave. .

Senator HAYAKAWA. Would you take over the Chair for me, Sen-
ator Kassebaum?

Senator KasseBauMm [presiding]. Certainly.

Senator CRANSTON. Mr. Secretary, you took umbrage at my earli-
er statement today regarding Bechtel’s relationship to the Arab
boycott because you apparently believe I had accused Bechtel of



violating the law. I would like to read I said: “I want
tobeveryclearmmyownmmdwhere, ofState you
would part company with past clpa-
tion in the Arab bo; ofﬁrmdmmbusmemthh

I did not then to,nordolnow,nordolmeanto,a:{ ‘vio-
lation of law” by Bechtel in that respect. I want the record to be
clear in that I wanted you to understand that.

Mr. SruLTz. Thank sir. I appreciate that.

Senator CRANSTON. You have stressed Bechtel’s record of compli-
anoemththeExportAdmmstmhmActAmendmen&ole7re—
mboyeoﬂx,solthmknwou]dbewellto ore exactly how

went about complying with that law. How did Bechtel
its operations as the result of the enactment of that law
and 1979 consent decree with the Department of Justice?

Mr. Sauvrrz. Basically, Bechtelhmasetofpmcnrementproce—
dures and employment procedures that fundamentally remain the
same. They are procedures that expect that we will identify on the
procurement-side suppliers who are qualified and with whom we
havehadexpenenceorBechtelhmhadexpenencethatshowsthat
they supply on time and so on. And in the case of employment, of
course, we do not discriminate, have never discriminated insofar as
employment is concerned.

I think it is fair to say that after President Ford's announcement
ofadlﬁ'emntpohcyfortheUmtedStates,theseproeedureswere
gone over very carefully and then again after the law was
to see that they conformed in every respect to the tions that
had been tforward.ldon’thavemm mind a catalog of precise-
lyexactlyhowtheywereshnﬁed,butl have a set of our current
procedures in my briefcase here. They are proprietary. I don't want
to leave them with you unless you insist because somebody made a
comment about competitors, and Bechtel would just as soon keep
its hard-worked-out procedures to itself. But I have them here and
I would be delighted to go over them with you.

Senator CRANSTON. Itdxdn’treallyamounttomakmgan sub-
stantlalchangetoeomplymththeconsentdeaee,lsthatcorrect’

Mr. SHuULTZ. No; because the procedures were basically fine as
theywere Thereareallsortsofverypartlcularthmgsmthelaw
about what you can do and what you can’t do, so then I think it is
natural that you are going to go thro your procedures and see
that they are correct, and then a big effort was made in Bechtel to
go out to various offices, and instruct people, and go through the

andsay,thlslswnttendownhere,weexpectyouto
read it and we mean it, and let’s be sure we follow this.

Senator CrANsTON. Did the ongoing procedures, then, really
amount to nothing more than Bechtel giving the Saudis a list of
potential subcontractor firms and the Saudls then exercising their
ownboycott,meﬁ'ect,byexcludlmmaBechtelsubeontractor
list any firm that did business with

Mr. SauLrz. No; I think the procedures as they now are and as
the law requires prevent a U.S. company from itself making a se-
lection of a supplier on any basis having to do with the Arab boy-
cott of Israel.

Senator CrRANSTON. But in effect, Bechtel would supply Saudi
Arabia with a hst of subcontractors, some who do business with
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Israel, some who do not, and the Arabs would proceed then to
select from that list firms that do not do business with Israel as a
way of their seeing to it that their boycott was complied with.

Mr. SHuLTZ. A typical procedure—and our procurement proce-
dure is the same worldwide, it isn’t different depending upon what
country we are in. It is the same procedure. If it is an instruction
to go for a worldwide tender on a particular thing, we have our
suppliers identified, we go out for bids, we check the bids over, we
make our recommendation to the client.

Now, when people are buying important things for their subse-
quent use, it is absolutely typical that the client has the say on
what purchase is desired.

Senator CRANSTON. Do all countries that you deal with insist
upon selecting the subcontractor?

Mr. SuuLTz. For the most part on major projects, the client, who-
ever that is, and you said most countries, whoever the person in
charge is, the purchaser does do that. By and large they take the
recommendations. That is what they are paying you for, to get up a
recommendation and make an accurate recommendation.

Now, I think there is an attribute, of the purchasing in Saudi
Arabia, at any rate, that in a way makes the whole point a little
different because in order to do business in Saudi Arabia, you have
to have a Saudi Arabian partner, or an agent, or be registered.
That is not unique to Saudi Arabia. Most developing countries have
a requirement of that type because they believe that this will help
their nationals learn how to do business and, in the words of the
daﬁ, transfer technology to people.

ut at any rate, you can see that if the bidders list is confined to

geople who have met these requirements, that has been screened

y the country involved. That is not our screening, that is their
screening.

Senator CRANSTON. I would conclude from that that the Saudi
Arabians did thus retain the power to maintain their boycott by
the method of selection that they would follow.

Mr. SHuLTZ. I think that one has to keep in mind the nature of
the law, and let me state the fundamental principle of it as I un-
derstand it. That principle is that each country, the United States,
Saudi Arabia, Israel, any country has the sovereiﬁl right to decide
gll:: and what it will allow into that country. Nobody questions

Now, the question that was raised and worked on and which, as I
understand it, the law sought to distinguish from that case is one
in which a country has, let’s say, an important capacity to buy, and
then says, if you want me to buy this from you, then over here in
some other country I want you to behave in such and such a wa§, 1
want you in the United States not to purchase from company XYZ.

So as this law was worked on, fundamentally people had no
quarrel with Israel, Saudi Arabia, the United States, any other
country settingBup restrictions on what will come into that country,
what or who. But the objection was to what we might call in the
current parlance the extraterritorial reach of that. That is what
one was getting at.

Senator CRANSTON. I have to go vote. Would you try to give me a
brief answer to one last question?



90

Mr. SHULTZ. Sorry.

Senator CRANSTON. Did the law or the consent decree in any way
reduce the scope or volume of Bechtel’s work in the Arab world?

Mr. SHuLTz. Bechtel’s work in the Arab world has gone on for
many years, back into early World War II days, and it is very
strong today.

Senator CRANSTON. It has been growing all the time.

Mr. SHuLTz. Well, it has gone up and it has gone down. It is
strong today. It has been strong in other periods. It has been very
low in some periods.

Senator CRANSTON. But the law and the decree did not affect ad-
versely the business of Bechtel in Saudi Arabia.

Mr. SHuULTZ. Not so far as we can see, no, sir.

Senator CRANSTON. Thank you very much.

Senator TsoNGaAs [presiding]. Mr. Secretary, in the Washington
Post on the 28th of last month, Defense Minister Sharon said that
plans have been drawn up to settle 70,000 more Jews in the occu-
pied West Bank in the next 3 or 4 years.

Do you have any comment on that specific interview?

Mr. SHuLTZ. Well, you and I agreed this morning that that is not
likely to be helpful. Maybe I should put it in a more positive way.
It is certain to set back the effort to deal properly with Palestinian
needs because it implies that there are going to be more demands
on the water, more demands on the land, and so on.

Senator TsoNGaAs. Do you think that position should be communi-
cated to him?

Mr. SHuLTz. I imagine there are people who are reading the
transcript here, and they understand, and I understand you have
made your own point of view clear on earlier occasions.

Senator TsoNGgas. When Secretary Haig was before us, he com-
mented, and I quote: “International terrorism will take the place of
human rights in our concern because it is the ultimate base of
human rights.”

Do you share that view or do you——

Mr. SHuLTZ. I share the view that international terrorism is a
g;eat deprivation of human rights, and in a country where you

ve terrorism endemic, it is the worst enemy of human rights
that one can imagine both in the sense of what it does directly, and
unfortunately, in what it brings forth as a reaction, that is, almost
inevitably governmental reaction to get hold of the terrorism and
do something about it, and so a rather harsh reaction is typical.

So I think that international terrorism is a great menace to

- human rights, but I would quarrel, I guess, with the words “take
the place of.” It seems to me what Secretary Haig said, by the time
you got through the end of that, was that these were basically simi-
lar types of problems.

Senator TsoNGas. On the issue of the pipeline as trade policy and
the grain embargo as trade policy, you and Senator Lugar had an
intriguing discussion in which you came to some agreement.

Can you name me one European leader who would read that
transcript and think that it made sense?

Mr. SuHuLTtz. I have not read the transcript yet. I am always ap-
palled when I read transcripts of things that I have said, at what
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hash I make out of the English language. It makes me very ner-
vous. But I think that on the whole it is clear enough.

Senator TsoNGgas. Oh, it is quite clear. Most Europeans that I
have spoken to think that we are rank hypocrites. When it comes
to our economic interests, that is, the grain embargo, we opt out for
our interests. When it involves European economic interests we
take a very hard line.

And I am just wondering, can you name me a European leader
who does not share that view?

Mr. SuuLTz. That is the general view, but I think one should
notice, unhappily, that the sanctions, nongrain sanctions are hurt-
ing us as well as hurting the Soviet Union. For example, Caterpil-
lar Tractor is not exactly enthusiastic about it. I saw Bob Michel
the other day, and he had just gotten back from Peoria, and he
thinks that—well, I will not quote him, but he finds that there is
certainly a big problem there.

So it is not as though—I will disagree with the European view
that what we have done does not mean anything to us. It does.

Senator TsoNGas. Well, it certainly has had the very positive
effect of unifying Europe, at least, on one issue.

Mr. SuuLTz. Is that a statement or a question?

Senator TsoNnGas. I was just wondering how you would react to
it. Senator Pell looked at you a certain way and you agreed to the
Genocide Convention Treaty, so I was hoping to do the same thing.

Mr. SnuLtz. I could not—I had a hard time understanding what
Senator Pell was saying. I was a little lost there. I am sorry.

Senator TsoNGas. When you were in my office you made a very
strong pitch for continuity and bipartisanship in foreign policy. I
share the view, and indeed, you raised it again today. I have forgot-
ten in response to which question, but you went out of your way to
raise it as a perspective.

I think that is the case. Unfortunately, I think it has been eroded
on this committee. This committee used to have one staff, as you
know. It now has two staffs, majority and minority, and I think
that is a mistake. But let’s look at President Reagan’s record of
continuity and bipartisan foreign policy support.

The Panama Canal Treaty. Do you know what the President’s
position on that was?

Mr. SuurLTz. The President did not favor the Panama Canal
Treaty.

Senator TsoNGas. SALT 1.

Mr. SHuLTZ. The President has been very consistent on the
Panama Canal Treaty. He disagreed with it for a long time, de-
bated against it, and there is nothing inconsistent about his view
on the treaty.

As of now, obviously the treaty has been made, it has been rati-
fied, and I know of no evidence that the administration has not
been carrying forward the terms of the treaty.

Senator TsoNgas. What about SALT I? Do you know what the
President——

Mr. SHuLTZ. I do not know of any evidence that the administra-
tion has backed off from SALT 1.
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Senator TsoNGas. No; I am asking you what the President’s posi-
tion was before he became President, what his commitment in con-
‘tinuity and bipartisanship was before he entered the Oval Office?

Mr. SHuLrz. Well, I think the relevant point is SALT II, which
was the item before the House during the campaign, and the Presi-
dent opposed that, and I think it is worth noting that the Senate
had ample opportunity to ratify SALT II and chose not to do so. So
that does not give you a lot of confidence in SALT II.

Senator TsoNGgas. Well, we could argue that, obviously. I think a
majority of the Senate would have voted for SALT. The question
was two-thirds.

What about Law of the Sea? Well, you discussed that already.
The Genocide Convention and the Taiwan Relations Act.

The fact is, the man who nominated you to be Secretary of
State—and as I said before, I think it is a good nomination—has
probably the worst record of any President in this century for carp-
ing on treaties, et cetera, made by people in the Oval Office. And it
seems to me hypocritical on one hand to spend your entire lifetime
doing everything you can to sabotage everything from SALT I,
Panama, on down recently to the Law of the Sea, and then become
President of the United States and demand bipartisanship.

Would that not embarrass you to some extent?

Mr. SHuLTz. I do not agree with your premises at all. As far as I
can see, the President’s foreign policy positions have been consist-
ent and clear for quite some period of time. You mentioned the
aaiwan Relations Act. What has he tried to change about that?

othing.

Senator TsoNGas. So if we have positions that are consistently in
opposition to what the President is espousing, it is our obligation to
oppose them.

Mr. SuuLrz. I did not demand or he has not demanded, to take
your word, bipartisanship. Bipartisanship is something that can
only grow out of a process of consultation and broad agreement on
a line of action that we decide on, and all that I have said here is
that I hope to have the opportunity to consult with you and others
on the Democratic side as well as the Republican, and to the
degree possible, if we can reach common positions, I think that
bodes well for continuity and consistency and these other virtues
that people have talked about, and which I agree are virtues in for-
eign policy. .

Senator TsoNGas. You are a tough witness, I really have to say.

Mr. SHuLTZ. You are a tough questioner, Senator.

Senator TsoNGas. But you win the standoff, so in that sense you
have the advantage.

What would you say is the greatest success in foreign policy of
this administration to date?

Mr. SnurTz. I think the greatest success is undoubtedly what has
taken place right here at home, namely, the bipartisan agreement
that we need to look to our defenses and strengthen our defenses so
that as we are perceived abroad, we are perceived as a country
once again looking to our own strength, but at the same time, as
exhibited in the proposals for strategic and intermediate and con-
ventional arms, ready to negotiate from that strength.
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Senator TSoNGAs. So our greatest foreign policy triumph has
been our defense budget?

Mr. SuuLTz. That lays the foundation, one of the things that lays
the foundation. I think there are lots of other things that could be
named, and I asked for a list of things the other day, and it was
quite a pile. I almost got tired of reading it, it was so big.

Senator TsonGas. I am sure it should be shortened with some

screening.

Mr. SnuLTz. I think if I gave it to you you would probably edit it
somewhat.

Senator TsoNGAs. Do you think the imposition of sugar quotas
does damage to our initiative with the Caribbean Basin Initiative?

Mr. SHuLTZz. All these things have pluses and minuses, and no
doubt that was a minus as far as our Caribbean Basin relations are
concerned.

Senator TsoNGas. I am so shocked to get a straight answer I do
not know how to react.

Mr. SHuLTZ. That also has pluses. [General laughter.]

I am a two-armed economist, as the saying goes.

Senator TsoNGAS. On the issue of cluster bombs, the information
that we have is that cluster bombs were used in Lebanon. In April
1978, Moshe Dayan signed an agreement for Israel with the United
States, and you are familiar with those terms. It appears now that
those terms were violated, and the issue of cluster bombs I think
should be on the t:ienda.

Assuming that they have been violated, and assuming that is the
information we have received from the administration, what
should we do about it?

. SHuLTZ. First we have to determine that fact, and if I
become Secretary I will diligently look into that as in other aspects
of this, and make an appropriate report, and depending upon what
we find and how the situation olds, we will have to consider
what is the appropriate action. And I do not have in my mind some
set of alternatives or a preconceived notion of what should be done.
But I would regard it as a serious matter.

Senator HAYAKAWA [presiding]. Senator Tsongas, your 10 min-
utes is more than up.

Senator TsoNGgas. Thank you, Mr. Chairman.

Senator HAYARAWA. Senator Pressler wants to ask a few ques-
tions now, and I dam going to take my leave now, and Senator
Glenn, if you want to ask your questions after that, please do so.

Senator GLENN. Thank you, Mr. Chairman.

Senator HAYARAWA. Senator Pressler.

Senator PRESSLER. Mr. Shultz, I have a few questions regarding
arms control and related to arms transfer policy.

First of all, the Arms Control Subcommittee of this committee
held field hearings last winter before the nuclear freeze became so
popular in the press, and we did find a growing sentiment, a desire
for an afreement with verification provisions. Indeed, even the
labor and agricultural groups always qualified their endorsement
of a nuclear agreement by insisting that it should have strong ver-
ification provisions.

What sort of leadership will you take in terms of both the strate-
gic and the theater ? Do you think we are moving quickly
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enough, and would you envi that during Ronald Reagan’s first

téo;rm t‘}xat we will have a START agreement to present to the
nate

. What is your feel for the timing of the talks that are just start-

. SHULTZ. Well, it is hard for me to ap;;‘e:.r as a person who
has been involved and has a strong sense of that. It is obvious that
the START nefotiations have just started and positions are being
put on the table. One would hope that there is an cy about
them so that if there is a disposition to work something out, it
could be done within the timeframe that you suggest. It is a matter
of tremendous importance, so that means to me that it is impor-
tant to do it carefully and professionally, with due attention to the
subject of verification, as you mentioned. And so that care must be
exercised.

I think it is also important, as I said in my statement, that we
not get ourselves in a posture of wa.ntinti]a-nng ment to the point
where we are willing to agree to somethi t is less than what
we really think is desirable.

SoSenator Pnnssml s vﬂem utlh Moscow recently, k::lglie oti; tlni;
viets, includi iktor , their negotiator, jokingly, but
think seriously, said that he would have to get a house in Geneva
because he would be there for at least 10 years because the Reagan
administration really was not serious about this negotiation. Of

course, we are serious about it.

The point is, what timetable do you see? Do you believe it is pos-
sible we could have submitted to the U.S. Senate a START agree-
ment during Ronald Reagan’s first term, that is, within 1 year to
18 months?

Mr. SHULTZ. It is certainly possible, but I think it is a mistake for
us to get ourselves boxed in to the point where we feel we need to
have an agreement and thereby might be tempted to agree to less
than we should.

So I think that kind of a deadline is not a good idea. But certain-
ly we would hope to conclude an agreement as rapidly as possible.

Senator PressLER. Will onsite inspection be insisted upon by the
United States?

Mr. SuuLTz. The details of verification I would not want to com-
ment on until I have had a chance to become much more familiar
with these issues than I am now. But certainly the importance of
genuine verification cannot be overestimated.

Senator PRESSLER. Several committee members last year ex-
pressed their concern that the administration has relied too heav-
ily on the sale of advanced fighter aircraft as a diplomatic tool.
Recent fighting in the Falklands, Lebanon, and Iran tends to lead
to certain conclusions which reinforce these committee concerns.
First, advanced smart weapons can be used with devastating effect
against strong adversaries, and second, the United States has little
control over U.S.-made weapons once they are sold. And third, US.
weapons are often used by others for purposes that are inconsistent
with U.S. foreign policy goals. :

As the incoming Secretary of State, what lessons do you draw
from our arms transfer policy as a result of recent wars in the
Falklands, Lebanon, Iran, and elsewhere?



.

95

Mr. SauLTZ.Well, that there are pluses and minuses. You cited
some problems. There are also instances where we have achieved
great results through our security assistance program, and I think
the security assistance program is an essential part of our whole
defense effort.

Senator PrEssLER. So you do not see this as a major problem or
you do not see a need for a change of policy in this area.

Mr. SuuLtz. I do not see a need for a change of policy, but the
policy now is and should be one of careful examination, case by
case, of what we do.

Senator PressLER. You are not troubled by the results of these
relatively small countries getting hold of these devastating weap-
ons and smart bombs and so forth and being able to inflict severe
damage? I guess we are all troubled b{ it, but——

Mr. SHuLTZ. Of course we are troubled by it, and I noted in my
statement that it is a great problem.

Senator PrEssLER. How do you see overall relations with the
Soviet Union? I sense that the Soviets have reached a point—and
this is just my own judgment—that they would like a semidétente
relationship. I think they would like to buy grain from us. I think
they would like to move toward an arms control agreement, al-
though it may well be on their terms. Their behavior in Afghani-
stan and Poland certainly does not satisfy me, but, if you could
look into a crystal ball at the next 3 or 4 years, how do you think
you would see our overall relationship with the Soviet Union?

Mr. SuuLrz. I think we have to start, as I said awhile ago here,
with a realistic appraisal of what is going on and in the light of
that appraisal look to our strength and the strength of our allies,
security assistance programs, and posture ourselves that way.

The Soviet Union can very readily change things by changing
their behavior in Afghanistan, by changing their behavior in
Poland, by changing their attitude toward dissidence in the Soviet
Union, and so on. It is behavior that counts. And in the meantime,
we need to be strong, and I think it is important that they under-
stand that we not only intend to be, but we have the capacity and
the willpower and are in the process.

Senator PressLERr. Earlier, I began to ask some questions on our
practices as a nuclear supplier.

Do you agree with the administration policy that being a reliable
and competitive nuclear supplier is the best way to prevent the
spread of nuclear weapons, and what leverage do we gain through
this approach that we did not have through certain past adminis-
trations’ more restrictive approach to nuclear technology?

Mr. SuuLTz. Well, what we gain is a capacity to develop agree-
ments consequent to sharing of technology, on a case-by-case basis,
with just a few countries, we gain an agreement about what they
are going to do with that same technology, recognizing that the
countries we are talking about are full of capable people who can
ﬁﬂre these things out for themselves sooner or later anyway. So
what we are trying to achieve I would guess in this area is some
way to deal with proliferation through diplomacy sipce if you just
sort of let it go, the capacity of people to deal with the scientific
and engineering problems is very widespread.



Senator Pressiza  As Secretary of State, what steps will you take
to strengthen the international nonproliferation regime, if any?

Mr. Ssm.n.Areyonspmhngofthewoblammthemtema-
tional atomic——

Senator Przssizz. Yes. Well, I guess the problem that countries
have the capacity——

Mr. SauLrz. Who or what. I am not sure what you are talking

Senator Pressiza. The countries that have the capacity to build
the bomb, for example. We had it in Iraq, we are having it in
Korea. We are told Argentina, South Africa, and Israel, are near
having a bomb. There are about a dozen countries that are near
having the bomb, so to speak, and I am very concerned that when
this happens we can have international chaos, and I am just ner-
vous about our supplying enriched uranium to some of these coun-
tries who might use it for other than purposes.

I personally feel strongly that our Secretary of State has to be a
very vigilant spokesman against the misuse of these materials.

Mr. SuuLrz. I agree.

Senator PressLER. And what steps will you take, or what specific
things will you do?

Mr. SuuLtz. Well, ask me some questions about things you think
I should do.

Senator PressLER. All right, as regards Argentina, for example.

Mr. SHuLTZ. I think it is not a good thing at all if Argentina is
on the verge of having an explosive devise. I do not know that they
are, but that is something that we should oppose and make clear
that we oppose it, just as in the case of Pakistan where I gather the
evidence is clear, we should make our views known and try to see
that measures are taken that make a nuclear device unneeded by
them and undesirable for them.

Senator PressLER. What about Israel?

Mr. SHuLrz. I do not have any knowledge of a nuclear device in
Israel, although you read about it from time to time, but the same
would be true there.

Senator PRESSLER [presiding]. I am told my time is up. I will
pursue this a bit more.

Senator Sarbanes.

Senator SARBANES. Thank you, Mr. Chairman.

Secretary Shultz, in your statement this morning you made ref-
erence to Israel as our closest friend in the Middle East and then
went on to point out the deep and enduring American commit-
ment, which you stated you shared, to the security of Israel and
our readiness to assure that Israel has the necessary means to
defend herself.

Some of us have become increasingly concerned about the eco-
nomic dimension of that problem as well as the military dimension;
namely, that the burdens which Israel has had to assume in order
to maintain its qualitative arms position, and to address other
ﬁroblems, are increasingly severe and have placed a heavier and

eavier economic burden upon the country. To what extent do you
recognize that burden?
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As you probably know, the committee has tried to be responsive
to that situation. I am interested in your own perception of that
problem, as an economist.

Mr. SHULTZ. I think it is clear that the burden of armaments in
Israel is very heavy and their economy pays a penalty for it. I am
not a close student of the economy of Israel, but I am aware of the
fact that inflation is at a very high rate, they are heavily indexed
so that it is not quite as much of a problem for them as it might be,
but on the other hand, inflation at those rates is always quite dis-
ruptive. So it would seem to me that Israel would benefit a great
deal from an arrangement of the situation so that the burden of
armaments was less.

This is one of the incentives for peace. But I think in the total
scheme of things, the more fundamental incentives have to do with
human life itself.

Senator SARBANES. Until we work that out, I take it that you are
supportive of the efforts we have made to provide economic support
assistance to Israel.

Mr. SHuLTZ. As a general proposition, yes. I gather there has
been some controversy in the committee ut a formulation that
in effect turns loans into grants, but as a general proposition, I
would certainly agree with you.

Senator SARBANES. The committee has evolved a formula to try
to address a growing economic burden, and that is a mix, of course,
between grants and loans. But I take it you recognize that thereis
a problem we need to address.

Mr. SHuLTz. I recognize the problem. We need to address it. So
does Israel. And one way to address it is to say that we really do
need a very strong and serious effort toward what is referred to as
the peace process.

Senator SARBANES. Let me follow up on that, because in your
prepared statement you talk about the need for the United States
to develop wider and stronger ties with the Arabs. Would you say
that a stumbling block to achieving that is the continuing unwill-
ingness of certain Arab nations to recognize Israel and accept its
%astxiste? nce as an independent and sovereign nation in the Middle
Mr. SHuLTZ. If a peaceful settlement can be arranged, obviously
that is implied that that would take place. Arab countries have dif-
ficulty in the present situation because they see Arabs in Lebanon
undergoing a military operation. Many Arabs are being killed and
wounded, and they see that taking place with U.S. arms. They read
about cluster bombs, and they probably read about what has been
said here in this hearing about them, and that leads them to want
to put some distance between themselves and the United States. It
is a problem. . ’

Senator SARBANES. Did you welcome the initiative of President
Sadat in taking what everyone regarded as a bold step in recogniz-
ing Israel and reaching agreement with it?

Mr. SHuLTZz. Of course. I thought it was a great thing that he did.

Senator SARBANES. And as a co; uence of us doing that, sig-
nificant relationships were established and developed between the
United States and t. Is that not the case?
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Mr. SauLrz. I think it is more a of how the
situation deteriorated, and inly the emergence and entry
there of the PLO as an government within a government
had a great deal to do with it.

Senator:l%mmWiththePID’smtryintoLebanon,Iﬂael
was then jected to attack from Lebanese territory, something
which had not happened before. Is that correct?

Mr. SnuLTtz. That is correct. That is what I was getting at in my
comment.

Senator SARBANES. You are an economist. How important do you
think the economic dimension of American foreign policy is?

Mr. Suurrz. I think it is a very significant part of our foreign
policy efforts, and it plays a very significant part in the health of
our own economy. We are part of the international trading world.

Senator SARBANES. Do you think we have had a tendency to ne-
glect it as an effective dimension of our foreign policy?

Mr. SHuLTZ. We have had a tendency in the United States not to
pay sufficient attention to this subject, not to pay it the attention it
deserves. That is probably historically because it has only recently
become quantitatively as important as it is today. The proportion
of our GNP that is accounted for by imports or exports, or if you
added the two together and expressed it, is now quite substantial,
whereas 40 years ago it was not so substantial at all. So, it has
been growing in its importance and in recognition of that fact.

Senator SARBANES. Would you expect to make greater emphasis
on it and to involve the Secretary of State more directly and inti-
mately with international economic matters?

Mr. SHuLTZ. Yes.

Senator SArBANES. How important do you think the human
rlqwhts dimension is to American foreign g)olicy?

r. SHuLTZ. I think what we think of as human rights is at the
heart of what we think of when we think of America and what we
stand for. We have to stand for our ideals wherever we are. That
does not mean that we want to try to im our system of govern-
ment on everybody else. There is room for a lot of variety, but it
does appear to me that our ideals are very important to us, and
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than projecting one of the two major superpowers directly in a po-
tential combat role in that situation?

Mr. SuHuLTz. Well, I think you raise good questions, and they
have to be weighed by the President as he considers this decision.
It is also the case that if this can be worked out, and assurances
can be gotten, and that basically the people there in these various
groups see that they have a big stake in having this take place,
that maybe it can be brought off, and if it can be brought off, then
you save an awful lot of lives in Beirut, and you save an awful lot
of the aftermath of the kind of difficulty that a firefight in Beirut
would bring upon us.

So, all I am saying is, there is a lot to gain if it can be brought
off, and there are problems no doubt, and you have brought them
out very clearly and effectively.

Senator Dobpp. Let me ask you something else in that same con-
text just about the PLO. It is a question of the devil you know
versus the devil you do not know. There is some concern among
those who at least saw the PLO in a significantly diminished politi-
cal profile in the Middle East as a result of the successful Israeli
invasion of Lebanon, and that in the last 10 days or 2 weeks, the
PLO in the person of Yassir Arafat has been successful in regain-
ing political stature lost through a very significant military defeat
at the hands of the Israelis.

Is it your feeling that maybe we ought to keep the PLO political-
ly alive rather than destroy them politically and not know what
may replace the political wing or the political representation of the
Palestinians, or would you comment on that generally? I am not
ﬂg_ you to say yes or no. I would be more interested in your

ysis.

Mr. SnuLTz. I think that an organization that conducts the kind
of guerrilla and terror activities and foments them and that has
been a sort of center point of how to express an anti-Israeli senti-
ment has not been a constructive force. So I do not see that it is
helpful to keep that around. At the same time, I do believe, as I
have said, that in any negotiation that addresses itself to the prob-
lems of the Palestinians, the Palestinians must be represented, and
they have to be represented by someone they consider legitimate to
be their representative, and looking out for their interests.

If the PLO shifts its stance and its behavior, or the people there
do, maybe they have some role here, or perhaps it is some others.
So I do not see anything to be said for keeping the terrorist side of
this organization together, but we will be looking for people who
the Palestinians regard as legitimate.

Senator Dopp. If you could step forward a bit in another few
days, when I presume you will be sitting as Secretary of State, and
Syria decides once and for all, since it is still rather vague as to
whether or not it has actually rejected the PLO as a safe haven,
but let us assume they do, it becomes clear that no one will accept
the PLO. At that point, is it your position or would it be your opin-
ion or is it your opinion that as an alternative to the mili con-
flict that could ensue to a larger extent than the one presently un-
derway, that it would be wiser to take the position of having the
PLO remain in West Beirut, contained, if you will, rather than to
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tions. Just the ones we mentioned would be a Herculean task, I
suppose, to secure, but when you begin to look closer, you discover
that within Lebanon itself, of course, you have various isti
factions, various Moslem factions. Within the umbrella of the PLO
there are various factions as well. When you start to add them all
up, then they become much more numerous than the three or four
that you mentioned.

I am wondering whether or not in that kind of request we would
also have to get the assurances from within the various factions of
those organizations. My obvious question to you is, how do we
achieve that kind of assurance when you have so many disparate
groups that have en internal di ties with each other that
we could have the kind of assurance that the Marine force would
not be, as my fear is, such an attractive target for those who, for
whatever reason, may decide they want to draw the United States
into this icular conflict in a role above and beyond the role
pfl:efeﬁﬁtl Eru?glb played, and I think the proper role, by the person
o .

Mr. Snurtz. It is difficult. There is no doubt about it. Because
Lust as you sati,athere are all sorts of splinter groups or factions or

ittle groups that have their own point of view, and it is a charac-
teristic of Lebanon right now that one of the big things that is
lacking, obviously, is a firm sense of government and discipline. We
do not realize how fortunate we are in this country, because we
just take it for granted that there is law and order basically. That
is n<l>t the case in many other places. So, it is a hard problem to
resolve.

Senator Dobbp. I realize that we are talking about risks, and obvi-
ously the securing of a peaceful withdrawal of the PLO is the pri-
mary goal that we all share. My concern with it is, I have a feeli
we are being set up. That is my gut feel.in% on it. When you consid:
er the possibility of others playing that role in addition to the role
we are playing, I am worried about us losing the present position
we have and all of a sudden becoming more of a direct participant
rather than a negotiator. I am worried that in fact there will be
those who will take advantaﬁ(:’f their presence if, in fact, we gt
to that point and that they me the target, and then it is the
question of projection of power, which I am not fearful of. I do not
have that Pavlovian problem that some have described about the
prc:fection of power. 1 just think we ought to do it very carefully
and selectively, and if, in fact, we have a Jeep or a handful of Ma-
rines who become the target of a group that we may not be able to
identify very clearly, obviously, as Marines, they are going to be
armed, and we would anticipate them responding to that. You
would not anticipate instructing a U.S. Marine force if subjected to
enegny fire from whatever source not to respond to that fire, would
you?

Mr. SHuLTZ. No, sir. Senator Glenn would not stand for that,
either, would you?

Senator GLENN. No way.

Senator Dopp. It would not be a successful order anyway. Well,
isn't the risk and the likelihood of that occurring, does that not
outweigh the potential advantage, and can we not be trying to
secure that peacekeeping force through some other vehicle other
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than projecting one of the two major superpowers directly in a po-
tential combat role in that situation?

Mr. SHuLTz. Well, I think you raise good questions, and they
have to be weighed by the President as he considers this decision.
It is also the case that if this can be worked out, and assurances
can be gotten, and that basically the people there in these various
groups see that they have a big stake in having this take place,
that maybe it can be brought off, and if it can be brought off, then
you save an awful lot of lives in Beirut, and you save an awful lot
of the aftermath of the kind of difficulty that a firefight in Beirut
would bring upon us.

So, all I am saying is, there is a lot to gain if it can be brought
off, and there are problems no doubt, and you have brought them
out very clearly and effectively.

Senator Dopp. Let me ask you something else in that same con-
text just about the PLO. It is a question of the devil you know
versus the devil you do not know. There is some concern among
those who at least saw the PLO in a significantly diminished politi-
cal profile in the Middle East as a result of the successful Israeli
invasion of Lebanon, and that in the last 10 days or 2 weeks, the
PLO in the person of Yassir Arafat has been successful in regain-
ing political stature lost through a very significant military defeat
at the hands of the Israelis.

Is it your feeling that maybe we ought to keep the PLO political-
ly alive rather than destroy them politically and not know what
may replace the political wing or the political representation of the
Palestinians, or would you comment on that generally? I am not
asking you to say yes or no. I would be more interested in your

ysis.

Mr. SxuvTz. I think that an organization that conducts the kind
of guerrilla and terror activities and foments them and that has
been a sort of center point of how to express an anti-Israeli senti-
ment has not been a constructive force. So I do not see that it is
helpful to keep that around. At the same time, I do believe, as I
have said, that in any negotiation that addresses itself to the prob-
lems of the Palestinians, the Palestinians must be represented, and
they have to be represented by someone they consider legitimate to
be their representative, and looking out for their interests.

If the PLO shifts its stance and its behavior, or the people there
do, maybe they have some role here, or perhaps it is some others.
So I do not see anything to be said for keeping the terrorist side of
this organization together, but we will be looking for people who
the Palestinians regard as legitimate.

Senator Dopp. If you could step forward a bit in another few
days, when I presume you will be sitting as Secretary of State, and
Syria decides once and for all, since it is still rather vague as to
whether or not it has actually rejected the PLO as a safe haven,
but let us assume they do, it becomes clear that no one will accept
the PLO. At that point, is it your position or would it be lf'our opin-
ion or is it your opinion that as an alternative to the military con-
flict that could ensue to a larger extent than the one presently un-
derway, that it would be wiser to take the position of having the
PLO remain in West Beirut, contained, if you will, rather than to
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acquiesce by silence or some other means of communication to an
Israeli invasion?

Mr. SauLTZ. I do not think that is a stable situation.

Senator Dopb. Do you regard that as an option?

Mr. SauLTz. The PLO in West Beirut and the Israeli forces there,
and the constant ﬁ)ing at it, there is no stability in that.

Senator Dopp. My time is up. I guess in the last round I prom-
ised we would talk about Latin America, but I will have to save
that for tomorrow.

Mr. SuuLtz. I will stay here as long as you want, Senator.

Senator PressLER. We have a situation where we want to ad-
journ at 5 o’clock today and start aﬁam at 10 a.m. tomorrow, so we
imve time for Senator Glenn to 10 minutes of questions, and
then the Secretary can leave the room under our agreement before
everybody else, so that he can get out of here. We will start again
tomorrow morning at 10. I have some more questions, but I will not
ask them now. I will ask them tomorrow. But I think we will have
one more 10-minute round of questioning, if that is all right with

you.

Senator GLENN. Thank you. If I could, I would like to try to
finish up. I think perhaps we can do it in 10 minutes. If not, maybe
a few minutes over that, because I have to leave at noon tomorrow,
so that I could get these in tonight, and then I would be finished.

Senator PREsSLER. Very well. Senator Glenn.

Senator GLENN. Mr. Shultz, back in 1976 we were trying to get
going with nonproliferation policy improvements through the Nu-
clear Non-Proliferation Act ['Kl?N'PA] and other instruments. We all
wished—anybody who had anything to do with nuclear matters
wished that we could go back to the days of Lilienthal and Baruch
and put that genie back into the bottle under some sort of interna-
tional control. We could not do that. We were faced with trying to
negotiate reductions in arms with the Soviets and at the same time
we saw the spread of nuclear weagons going on to more and more
and more nations around the world.

While the SALT negotiations were going on and while we were
trying to get control of existing weapons supplies, we devised the
Nuclear Non-Proliferation Act as an attempt to prevent the spread
of reprocessing and enriching equipment around the world so that
we could prevent the spread of nuclear weapons to more and more
nations while we tried to get control of the bi?ger problem.

Now, we debated at that time very seriously and at length. I do
not know how many hundred hours we spent m.l.lu.ngl privately
back and forth with the administration and in offices here about
the best way to do this, whether it was to get American business
involved everywhere, in every deal all over the world and hopefully
have a good influence, or would it be more productive if we went
theégovernment-to-govemment route, put some restrictions on, and
tried to prevent the spread.

After much debate here, it was decided we would go that second
route, that we would go the government-to-government route, and I
think we may have a basic disagreement on this. I do not know
whether we do or not.

Mr. SHuLTZ. No, sir, I agree with that.

Senator GLENN. OK, good.
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But your statement earlier this morning implied that in matters
nuclear we need to be part of the action. Well, I would not disagree
with that if we can do it under the right controls. But what we
have found is that when the new administration came in, there
was a transition team report suggesting we undo all this and basi-
cally open the floodgates again to sell. Now, perhaps that over-
states it a little bit, and Jim Buckley behind you may agree slight-
ly with that, but that is basically what was suggested.

Mr. SHuLtz. I will get Jim to come up here. He is a strong advi-
8SOr.

Senator GLENN. Fine with me. I would welcome him.

But basically, it was proposed to really weaken the Nuclear Non--
Proliferation Act.

Well, that did not go through, but in recent months we have seen
where there are a number of changes now, ranging from allowing a
progammatic approach for reprocessing and return of plutonium
to the nation that sent it in, to talking about starting commercial
reprocessing here when it is the wrong signal to send to others and
we do not.really need it now.

In the Carter administration I fought that fuel shipment to India
because of their misuse of exported materials and their refusal to
accept full-scoglls:f;guards, and we lost that one.

Now this administration is prepared to send arms to Pakistan,
even though Pakistan has not upgraded their safeguards. There
has been talk at least that the administration is preparing to let
India reghrocess Tarapur fuel. I do not know whether that is correct
or not. The administration wanted to overlook—they did overlook
the South African efforts to get nuclear fuel through American
brokers. We took no action to try and prevent that.

These are quite a number of &mgs that indicate a real change in
our nuclear nonproliferation policy.

Now, I do not know where we are going and I do not know what
your view on this is, and I would like to really know what your
view is and whether you think business-to-business should be the
route or government-to-government is the route. In any case time
is running out.

I have welcomed all the nuclear freeze talk because it finally fo-
cused some world attention on something that some of us here
have been working on since 1976 and could not get much interest
in it whipped up. And one of the reasons I did not sign on to some
of the original nuclear freeze proposals was because I did not think
they did anything, quite frankly. In this area of preventing nuclear
spread to more and more nations, they did not do anything. They
did not involve other nuclear weapons states that are involved in
the whole process. The Soviets are not foing to take their arms
down to low levels as long as Britain and France are free to build
theirs up, for instance. So they just did not do that much and we
needed some additional steps in there in addition to any nuclear

Let me add another item to the list of things. A year ago when
the President was preparing to go to Ottawa, to the economic
summit, we passed in the Senate a resolution on nonproliferation I
submitted, by a vote of 88 to 0. In that resolution—it was just after
the Baghdad raid—we asked the President, since some of the major
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nuclear suppliers were going to be at Ottawa, to bring this mstter
up and see if we could not get some agreement an preventing the
spread of enriching and reprocessing equipment and really make it
stick. He did not even bring it up up there.

This year I again submitted and we passsed virtusally the same
resolution, before he went to Versailles, by a vote of 96 to 0. Once
again it was ignored. [t was not even brought up at Versailles to
the best of my knowledge, and that is the report we got back, the
classified report after the Versailles summit.

Now, this just shows a whole changing attitude toward matters
nuclear that is very disturbing to some of us that have worked in
this field for many, many years, and I imow this is more of a state-
ment than a question, but do you think we should keep this—I will
make it a question—do you think we cught to keep this govern-
ment-to-government? Are we really behind the NNPA? Are we
g)‘;t;%itlipserviceon one hand and trying to undercut it on the
other’

What is your view on this, because you will be the key man in
this area?

Mr. Snurrz. First, I think the problem is a problem of great im-
portance and deserves high priority attention.

Second, I think that it is essentially a government-to-government
type of problem, particularly since what it is dealing with in the
end is nuclear weapons. Private interests have no business with nu-
clear weapons.

Now, it has been in our tradition, having said that, going right
back into the Manhattan project, that private companies have
come in and under governmental contract, managed on behalf of
the government various kinds of facilities. The duPont Co., for ex-
ample, played a key role, as did Carbide, I believe, and some others
in the whole process there, and private companies do today. That
has worked well. It has been a good arrangement as far as I know,
and I do not see any reason why that should not be continued.

We have sold nuclear powerplants around the world as promot-
ed, really, by our Government. Private enterprises have responded
to that. We have done so on the understanding with the people
who bought those plants, that they would be supplied with the fuel
for them. And I think that we have to be faithful to that commit-
ment.

Now, in the case of a country like Japan, for example, I think a
very reliable country, sophisticated country, they have no domestic
sources of energy, s0 reprocessing is of great importance to them
just from the standpoint of their electric power. So I think that it
is something that we should want to have Japan do, and that is in
the nature of part of this decision, but more than that, with coun-
tries like Jgpan and Germani, but not in any profligate sense at
all, if they wish to work with us on technology such as that in-
volved in reprocessing, we should do so only in the framework of a
careful understanding with them of how they are going to handle
that technology so that we develop at least in the way I see it at
this point a network of understandi among key countries that
have scientific and engineering capability and after all are going to
be able to think of things that we can think of, that prevents the
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spread of weapons oriented or potential technology and fuels. It is
a matter of great importance.

I fear that if we are not willing to work with others, they are
goi:ag to go their own way and we will miss the chance to develop
solid understandi with them.

Senator GLENN. Well, I want to work with them, too, but would
your working with them include sending reprocessing and enrich-
inﬁo;q ipment to other nations around the world?

. SHuLTZ. Well, other nations around the world is a big
hr:;e;). I think we would have to go case by case, and be very care-
ut it.

Senator GLENN. I have no concerns about the Japanese, but it is
difficult, then, to tell other countries we trust you less than we
trust the Jafanese when they want similar equipment. And be-
sides, a lot of the early need for reprocessing and enriching plants
to extend fuel life has gone by the because we now have far
more uranium in the world than we thought we had, and far more
enriching capacity in the world now than is really needed in the
near future for the world’s nuclear community.

Mr. SuuLTz. I think that is an important point, and one of the
things that has emerged and has not been realized is how much
greater use now the nuclear powerplant gets from a given incre-
ment of fuel. They burn longer, and of course, that also means the
burn down more, and to the extent we are worrying about plutoni-
um, the potential for plutonium and its quality is reduced a lot by
that very fact. So that is all to the good.

But I agree that the situation is changing somewhat.

Senator GLENN. I hope that we can have at this end of the
avenue no surprises in this field because we have worked very hard
on this. We have worked back and forth together on this as much
as we possibly can, and in the last administration and this, it has
been pretty much a bipartisan effort. We have not always been in
agreement with either administration. In fact, I was the biggest
critic of the Carter administration for that nuclear fuel sale to
India. But I lost that fight.

But this is something that I think we have to keep on the front
burner and keep emphasizing. We sometimes get the feeling time is
running out on us here because we know that laser isotope se -
tion and some new technologies like that are right around the
corner, and I have no doubt we will have that in a few years. And
when that becomes practical, we are going to have a situation in
which almost every nation that wants a bomb will probably have a
bomb unless we have worked out some sort of international means
of control in the interim period. And the only one we have now is
the SALT process and the NNPA. And if we can devise something
new together, bless you. I hope you can come up with it, and we
want to work together on it.

But time is really running out on us, and I just felt the press of
this matter for so long that I just cannot overemphasize how
strongly I feel about it. As we see more and more nations join the
nuclear club, it just means we have more and more danger in the
world, and somehow we have to get back to where there is some
sort of control over all this, and we are not going to do it by just
spreading the equipment around the world and hoping for the best.
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Mr. SHULTZ. Senator, you are well known for your interest in
this subject, and more than that, for your expertise in the subject,
and I will welcome a chance to work with you, consult with you in
this area and benefit from your advice and views.

Senator GLENN. Thank you very much.

Let me just ask a couple more questions if I might, and these are
on different subjects.

Back to the Mideast again, what do you think the role of Jordan
cgg?be in getting a comprehensive settlement? Are they vital to
this?

Mr. SHuLTz. If it is a comprehensive settlement, it has to involve
the Jordanians. They are right there.

h%nator GLENN. I think so, too. I think they are key to a lot of
this.

Under arms control, the President has said that the administra-
tion will refrain from actions which would undercut existing SALT
agreements so long as the Soviet Union shows similar restraint.

At a committee markup session on June 9, a State Department
representative, Chris Lehman, equated ‘“grossly inconsistent”
action with those which would ‘“undercut.” There may be a fine dif-
ference there.

In your own view, what is and what is not undercutting?

Mr. SHuLTZ. I think one of the problems in the debate about that
is that it is kind of a loose understanding, and in a sense, necessar-
ily so because if an effort is made to really tighten it up, then you
get yourself involved right away in renegotiating the SALT II
Treaty and trying to get it into a form that would be satisfactory to
the President and ratifiable here in the Senate, which it was not
when it was first sent up here. And I think that at this stage, the
important thing is to work on reduction and concentrate on the
SALTIH)W going on, and not be distracted by another debate on

Senator GLENN. I agree, but it may take many years while we
ne%qhtiate that with the Soviets, if past hishorg is ani\_'I indicator.

y not put a limit on here which is the SALT II limit so we at
least do not go above that and the Soviets do not go above it while
we are negotiating the reduction.

Mr. SauLrz. Well, we do have this understanding that you re-
ferred to that is in its way being adhered to as far as we know.

Senator GLENN. Well, I do not know what grossly inconsistent
violations would be and what undercutting is, and it is all so vague
that we could do anything and they could do anything, and we
could say we were legal.

Mr. SHuLYZ. It is a vezi/ loose kind of an implicit understanding.

Senator GLENN. I would prefer to have an agreement of some
kind that the President signs even as an executive ment. In
fact, I think you could ratify SALT II now if the ident got
behind it because we can verify it adequately now where we could
not a couple of years ago. We have new ways of doing some of
those things now.

But if we cannot ratify it, at least the President could make an
executive agreement which at least would make it more than just a
personal thing between Reagan and Brezhnev, make some sort of
official action here that at least locks it in a little bit more, it
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seems to me, and that would be at least a step forward while we
are negotiating the reductions.

If we do not undercut, will we respect all the terms and provi-
sions of SALT I and SALT II?

Mr. SHuLTZ. I understand the word ‘“‘undercut” refers to both
treaties.

Senator GLENN. I think that is correct.

And we will respect the SALT ceilings?

Mr. SuuLrrz. I think that would fall within the general notion of
undercut.

Senator GLENN. Now, I wonder what our reaction would be if the
Soviets only refrained from grossly inconsistent action? Would we
call them on it? At what point does it become gross and what point
is it acceptable?

Mr. SHuLTz. The negotiations that we have underway, which I
think are perhaps appropriately described as deadly serious, are ex-
tremel ig:fortant, and I think we all have a e in not having
them derailed by behavior in some other forum or in some other
way that is grossly inconsistent with the notion of reduction in nu-
clear armaments. .

Senator GLENN. Yes; coming back to grossly inconsistent.

Mr. SHuLTZ. Well, is inconsistent.

Senator GLENN. We will be consistent on behavior that is grossly
inconsistent.

Mr. SHuLTtz. Well, I will drop the word “grossly. ”

Senator GLENN. Will we continue to retire submarines to stay
within the SALT limits?

Mr. SHuLTZ. You are asking me a question that I do not want to
just come off the top of my head on, and I am not that versed in
the subject, Senator.

[T:}g]following information was subsequently supplied for the
record:

PorLAris DiSMANTLING UNDER SALT

We have begun dismantling of a submarine in accordance with Interim Aﬁe»
ment procedures. No further action is now needed in this regard. The Soviets have
also dismantled a number of Yankee-class submarines.

Senator GLENN. All right.

- There are a number of specifics on some of the nuclear matters
here that I will not go into since the hour is late and it is almost—

it is 5:00 o’clock. Let me get on one other one here.

I am concerned that nuclear nonproliferation is not getting the
kind of high-level coverage that it has deserved in the State De-
partment. James Malone, who has been Assistant Secre for
this area, has been nominated as Law of the Sea ambassador. I

ess he is in somewhat of a lame duck status at the moment.

nder Secretary Kennedy, has been given a lot of authority in this
area, but he has to divide his time on other major areas that nor-
mally would require full-time attention; for instance he is the key
administrative manager at State and is IJAEA ambassador. And
Mr. Buckley, who is with us here today, used to oversee the non-
proliferation field. I guess you are to become counselor, is that cor-
rect? It looks like the whole team on nonproliferation has fallen
apart over there. .
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Do?you have people already set to go into that and start working
on it?

Mr. SHULTZ. Itisanimporhntareaandneedsgoodpe:}:le,andl
'cannotresponquuesﬁonintemdablglist my own
that I am ready wi

Senator GLENN. You do not have them selected yet. No one has
been selected yet as far as your——

Mr. SHuLTZ. Well, as far as I am concerned there have not been
an{l:lecbed.ldonotknowwhattheperaonnelpipelinelookslike
in that area.

Senator PressLER. Senator Glenn, we will have to finish. Perhaps
you can be first in the morning. .

Senator GLENN. All right. Just 1 minute, Mr. Chairman, and
theanillgfﬁnishgdwithallmyquestionsandwillnothaveto
come on in the morning, probably.

I just want to make a short statement. I suggested something to
Secre Haig when he was here that was not entirely in jest. You
look at the Mideast and you look at some of the major problems in
the world, and they all center around our differing beliefs in God;
the problems in the Mideast are problems of Arab and Israeli, Jew
and Christian, andthetgroblemsbetweenlranandlraqamband
in different versions of the Muslim religion.

And I suggested to Haig, not completely in-jest, that perhaps it
was time that we got some advice in this area in the State Depart-
ment. I do not think it would be unreasonable necessarily to have a
griest, a pastor, a rabbi, a mullah, a Buddhist priest, an animist. I

o not care, whatever the religion is, it is going to give us trouble
across southern Asia and other of the world. Perhaps it
would be if we had some of these people trying to foresee
trends in their religions, because right now the big fears around
the Persian Gulf, I can tell you from a couple of trips over there
this ear,arenotneceasarilyalltiedupinlsrael.Theyaretiedug
in what happens when the Shiite Ayatollah’s troops come aroun
through Kuwait and start down the western side of the gulf. They
are petrified of that, and religious differences once again. There is
concern about the efforts that the Ayatollah and the people out of
Iran are making in the Shiite community in each one of the na-
tions around that area, and it just seems to me that maybe we can
look into some of these basic religious differences and maybe fore-
see some of these trends that we did not foresee before the Ayatol-
lah came in and maybe do something about it. The Muslim religion
in particular, with all its varied stripes, stretches clear from Mo-
rocco to Mindinao in the Philip&i:es, and with things going on in
each one of those countries t involve one sect within the
Muslim religion against another. '

It just seems to me that a lot of our difficulties are revolving
around that and perhaps we do not pay enough attention to some
of the religious differences.

Mr. SHULTZ. May I respond?

Senator PRESSLER. Yes.

Mr. SuuLrz. I would like to nd because I think it is a very
thoughtful statement, and I woulﬂ respond, if I could, by re i
a portion of my testimony. Today’s violence should not cause us to
forget that the Middle is a land of deep spirituality where
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three great religions of our time were born and come together even
today. Some have suggested that it was only natural in a land of
such vast, harsh and open space that men should be drawn toward
the heavens and toward a larger sense of life’s meaning. Whatever
the reasons, the force of religion in this region is as powerful today
as ever, and our plans for peace will be profoundly incomplete if
they ignore this reality.

Senator PRESSLER. I am going to call on everybody to continue
this tomorrow at 10 am.

At this point the Secretary and his party may depart. We thank
you for your testimony, and if the police could escort the Secretary
and his party out first, would everyone else respect that, please.
Would everyone else remain in their seats until the Secretary and

his party have departed.

With that, I shall conclude this meeting. We will start again at
10 in the morning.

[Additional questions and answers follow:]

STATE DEPARTMENT'S RESPONSES TO ADDITIONAL QUESTIONS SUBMITTED BY SENATOR

Question 1. Do you believe that key Committees of Congress should be consulted
in advance of major Presidential policy decisions, and provided an opportunity to
consider the realistic options facing the President, or do you think it is unrealistic
to expect such a role for Congress? What will your approach be for such matters?

Answer. I have always believed that the Senate Foreign Relations Committee and
other appropriate Committees have an active and direct role in the formulation of
US. for policy and I intend to put those beliefs into practice. I believe it essen-
tial that I inform the President of the Committee’s views on various courses of
action he will have to consider. I can discharge this obligation only if there is an
active partnership between the State Department and key Committees recognizing a
distinction between consultation and prior notice. A genuine dialogue between the
De) ent and Congress is a vital precondition for a coherently developed foreign
policy and essential to its success.

1 personally will make every effort to work closely with the Committee and, spe-
cifically, will attempt to be available to testify before the Committee whenever poe-
sible. I will also instruct my subordinates in policymaking roles to work closely with
the Committee and other interested Members by sharing information and seeking
your views on various possible courses of action.

We will obviously have policy differences from time to time—that is natural in
our form of government. But whatever they may be, I don’t want to see them en-
cumbered by unnecessary quarrels between us over procedures and consultation.
For my part, I will make every effort to conduct our business so that these issues do
not arise.

Question 2. Do you have reservations about the ability of this Committee to main-
tain secrecy of information and o] injont:frovided by your Department in confi-
dence?,Are there steps which could be en to increase your confidence in this

Answer. I share my predecessors’ confidence in the Committee. Secretary Vance
develo very liberal guidelines as to ing information. Secretary Hiag reaf-
tacﬁmhed) them. I have now reviewed them and intend to follow them (a copy is at-

DEPARTMENT NoOTICE

CONGRESSIONAL ACCESS TO DEPARTMENTAL INFORMATION

In order to meet the objectives of the Secretary’s memorandum of April 5, this
notice authorizes and encourages all officers t:.fmmde prompt and forthcomi
8y to Congressional needs for Departmental information within the gene:

ines set forth below.

Apart from consideration of efficient policy-making, goodwill, and productive Con-
gressional relations, Congress has a right to information. The only statutory and

96-666 0 - 82 - 8



110

from Congress are set forth in Section II D within
These guidelines do not cometitute a complete codification of all types of Congres-
ﬁm@mﬂ“ﬂw“wmu‘mdl@ted

ings Committees, and

sons, in response to requests and on the initiative of the Department.

II. CLASSIFIED INFORMATION: OmAL AND WrrrrEN REQuEsTs rog WRITTEN MATERIAL
AND OmaL Bamxrmecs

A. RECXIPT, DEFINITION, AND PURPOSE OF REQUEST

uests for Departmental classified information may be received in written or
oral form by H or directly by bureau officers, who should promply notify H. Wher-
ever ible officers should encourage that requests be made in correspondence
signed by a Member of Congress and addressed to the Assistant Secretary for Con-
gressional Relations. If this is not feasible, the officer receiving the request should
n%‘ohrdi'éﬁmabﬁd the m oy the clearest poesible defini

e officer receiving request attempt to get e i-
tion of the classified information that is being sought and the purpose for which it is
needed. D:acumonofthesepmntsoﬁenmnlhmrﬁnmgtherequestandm
making the response more relevant and feasible. Repeated efforts to narrow the in-
quiry may be necessary when compliance would cause undue burdens and/or ex-
penses on the Department for little or no apparent purpose.

B. REQUESTING PARTIES AND CLEARANCES

The authorized requesting party may be a Member of the Congressional leader-
ship, committee or subcommittee chairpersons or members, individual Members of
Congress, or cleared staff members of Senators or Representatives or committees.
Cleared staff persons are entitled to the same access to information when author-
ized by the Member.

H will be responsible for maintaining current information on the clearances of
Members of Congress and Congressional staff persons or obtaining such information
as required on a case-by-care basis.

C. PROCESSING OF REQUESTS

Bureau Congressional Relations Officers are responsible in the first instance for
the handling of Congressional requests for classified information upon receipt from
S/S, H, or directly. In all cases, H should receive a copy of each request. All action
ofﬁeers should be gmded by the following principles.

1. Any classified document should be revxewed initially for possible downgrading
or declassification.

2. The request should be met as fully and thoroughly as possible within the limi-
tations set forth in Section D. The quality, candor, and thoroughness of the response
is of primary importance.

Inquiries regarding actions or decisions previously taken should be met fully, in-
cluding an account of the circumstances and factors involved, and reasons for the
decision or action chosen. Special memoranda, chronologies, or summaries, wi

backup documentation, particularly when accompanied by offers of oral
m may answer Congressional needs better than more voluminous literal re-
sponses to requests. The optimum form in which information is provided will, there-
fore, need to be determined in the circumstances of each case in order to
satisfy both Congressional need to know and applicable constraints set forth below.
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3. Congressional requests for information require prom% as well as resionsible
handling. The timeliness of the response may be essential. If compliance with the 3-
day rule is not possible H should be consulted to set an appropriate deadline.

4. In a substantial majority of cases bureaus will be able to determine how re-
quests should be answered or not answered, in consultation with H and L as appro-
priate, and the response will be returned to the Hill by H. If the bureau and H
agree, a bureau officer may be asked to accompany and to explain the response.

5. If a bureau differs with H on a substantive response, whether positive or nega-
tive, the matter should be promptly referred by the action office within the estab-
lished deadline, with the views of the bureau, H, and L clearly indicated, to the
Deputy Under Secreta.rﬁ for Management for decision by M or, on reference from
M, by another Seventh Floor principal as appropriate.

6. Physical possession of any classified information requires adequate storage
facilities and access control, and H, relying on SY advice, is responsible for deter-
mining whether adequate security arrangements exist. The only circumstances in
which Members who are given access to classified information should normally be
asked to read but not retain such material are when: (a) no adequate storage/con-
trol facilities are available, or (b) the document is so sensitive that comparable
access limitations are enforced in the Department, e.g., HODIS, EXDIS, etc.

D. CONSTRAINTS

The following constraints may require editing of material provided, or partial or
full refusal of Congressional requests, although as much information as possible
that does not fall within the purview of these limitations should be provided in all
cases. Differences as to the applicability of these constraints will be resolved as pro-
vided in C.5 above.

1. Release of the information requested may be limited or proscribed by statute,
regulation, or Presidential Order.! Consultation with the Legal Adviser's Office
should occur on difficult issues. (Note: Conversely, a statute, regulation, or Presiden-
ti;l Ou!it)iﬁr )may provide for disclosure of the requested information to Congress or to
the public.

2. Documents should be provided in a form that does not identify drafting officers
of proponents or opponents of icular views or positions in order to protect the
internal deliberation process. Similarly, information revealing internal discussions
and recommendations should not be provided.

3. Information revealing intelligence sources and methods should be protected.

4. If the information requested constitutes advice or recommendations to the
White House or it ori&inatee in the White House or another Agency, the requester
should be referred to the Agency controlling such information.

5. Information obtained under conditions requiring agreement of the originator
for release (e.g., confidential communication from foreign governments, proprietary
information, etc.) should not be released without such ment.

6. Records of negotiations ordinarils{l cannot be provided. However, where compli-
ance is deemed essential, the matter should be discussed with L to determine wheth-
er summaries of other handling would be appropriate.

E. SPECIAL HANDLING

While the basic terms of this notice apply to the bulk of Congressional requests,
special handling is required in some cases. Eocumentation under the control of S/S
requires S/S clearance and release. BF/OAG coordinates all requests of GAO, which
are to be handled on the same basis as Congressional Committee staff requests. Re-
quests for intelligence material should be referred to IRR; for inspection informa-
tion to S/IG; for budget information to A; for personnel information to DGP. These
offices are responsible for developing their own further internal guidance, in coordi-
glation with E and L, and will keep E fully informed of their actions on Congression-

requests.

F. INQUIRIES TO THE FIELD

Field posts receiving Congressional uests should be guided by these instruc-
tions; in the case gfm&AO, additional gnu?danoe is providenﬂ;y BF/OAG. Problems
should be promptly referred to the Department.

1(Only the President may invoke executive privilege; no other person may assert it or decide
on the ident's behalf to invoke it. The De, tmmeeommend that he invoke it, but
such a recommendation would be made only w| deemed lutely essential.)
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G. ORAL BRIEFINGS

II1. ProvisioN OF OTHER INFORMATION TO THE CONGRESS

After consultation with the bureaus concerned, and the concurrence of M if there
mdiﬁmncuofﬁew,Hwiﬂdixumwithmlmt(bngre;.&:ndCommiﬂeathek
interest in receiving on a systematic basis regular or periodic Departmental brief-
i and/or written products, classified as well as unclassified, which might be
heipﬁﬂtoenablethemtobetterfulﬁﬂtheirmponsibihﬁu,mhummntFob
eign Relations, CERPs, certain IRR reports, etc. and undertake to provide the appro-
priate briefings and material.

After consultation with the bureaus concerned, H will offer to interested commit-
tees situation reports, briefings, and other material on crises and other situations of
special topical importance, and arrange with the appropriate bureaus to provide the
same

This Department notice places substantial, enlarged responsibilities on bureau
Congressional Relations cers and the office of the Assistant Secreta.;yn for Con-
gressional R&lations. They will need the full cooperation and support of all bureaus
in carrying them out.

This material will be codified in the Foreign Affairs Manual.

BIPARTISANSHIP

Question 5. What are your views on the meanin&;ni‘d importance of the term ‘bi-
isanship” in U.S. foreign relations? Do you think that there is a danger that
oreign policy will become increasingly partisan in the next 2 years?

Answer. American foreign policy must in general reflect consistency and reliabil-
ity. Unless our actions reactions are on the whole dependable, we risk mislead-
ing our adversaries, confounding our allies and unsettling world leaders everywhere.
To obtain this reliability and consistency over time—and I speak here not just from
year to year but from administration to administration—requires a broad bipartisan
consensus among the American people. I rank among my foremost tasks the
strengthening of such a consensus. - .

Having spoken in favor of a broad bipartisan consensus, let me add that nothing
in the world could—or should—prevent a lively exchange on the great issues of our
day. Such debate benefits us all.

LEGISLATIVE ACTIVITIES

Question 4. Do you think that Congress has legislated excessively in the foreign
affairs area during the last 15 years. Are there any particular statutory require-
ments which you would Yrefer to see changed or repealed? In particular, do you
favor the retention of the legislative veto provision on major arms sales?

Answer. I believe that the substantial increase in the volume of foreign affairs
legislation over the past 15 years has inevitably resulted in some laws that do not
consistently operate in the interests of the United States. I think it is of the
utmost importance that there be full consultation between the Congress and the Ex-
ecutive on legiaslative proposals that would affect the President’s conduct of foreign
affairs, and that cooperative efforts be made to develop legislation that will achieve
worthwhile policy objectives without imposing unn: rigidity. With respect to
the legislative veto procedure, I would prefer to see legislation which provides sub-
stantive guidance to the Executive and contains procedures for effective oversiﬁl;:
bmm' without involving Congress directly in the execution of the laws it
el .

ACCESS

Question 5. Do you have any reservations about allowing this Committee or other
Committees of Congress direct access to information and analysis developed by tgt:cm-
E:Eartment, as distinguished from the specific views or recommendations of individ-

or bureaus?
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Answer. I have no reservation about ing information with the Congress to the
fullest possible extent. I recognize that the Congress must be informed in order to
carry out its constitutional responsibilities. Obviously, questions can arise about the
form and manner for &rf%viding sensitive information to Congress in particular cases
and it is sometimes difficult to separate analysis from the views of the analysts.
tI-’ll;i:;vever, I would certainly try to work with the Congress in minimizing friction in

Question 6. What kinds of information would you think it necessary or appropri-
ate to withhold from this Committee or other Committees of the Congress?

Answer. While there are special procedures for certain kinds of information such
as intelligence, I would not want to list any particular categories of information
that would never be shared with the Congress. I will work within established proce-
dures to be as forthcoming as possible.

TREATIES AND AGREEMENTS

Question 7. Many commentators over the years have lamented what they consider
to be the difficult hurdle of obtaining the support of two-thirds of the Senate for
complex or controversial treaties. Do you share this concern?

Answer. Article II, section 2, of the Constitution provides that the President
“ghall have Power, by and with the Advice and Consent of the Senate, to make
Treaties, provided two thirds of the Senators present concur.” Although some com-
mentators have expressed concern at the difficulty of obtaining support of two-
thirds of the Senate for complex or controversial treaties, I have no doubt that this
Administration will be able to work constructively with the Senate within the Con-
stitutional framework adopted by the Founding Fathers.

WAR POWERS

Question 8. Would you outline briefly your understanding of the obligations of the
President under the War Powers Resolution of 1973? Do you have any reservations
about complying in full with both the spirit and the letter of these obligations?

Answers. In the case of an introduction of U.S. Armed Forces into foreign terri-
tory while equipped for combat, the President is obligated under Section 4 of the
War Powers lution to submit a writtern report to Congress within 48 hours; in
the case of an introduction of U.S. Armed Forces into hostilities or situations where
their imminent involvement in hostilities is clearly indicated by the circumstances,
the President is obligated under Section 3 of the Resolution to consult with Congress
in every possible instance prior to such an introduction, and in addition to provide a
written report to Congress under Section 4. I have no reservations whatsoever about
complying in full with both the spirit and the letter of these obligations.

Question 9. Since you were a member of President Nixon’s Cabinet at the time he
vetoed the War Powers Resolution and argued its unconstitutionality, do you regard
any aspect of the Resolution as being unconstitutional?

Answer. I understand that questions have been raised from time to time about
the constitutionality of certain of the Resolution. I have not had an opportu-
nity to explore these questions. However, I assure you that this Administration has
every intention of complying fully with the consultation and reﬂ:ting requirements
of the Resolution, and as a practical matter I can foresee no likelihood of any dis-
pute arising between Congress and the Executive Branch on these matters.

Question 10. In your view, what types of U.S. military activities or operations in
Lebalncg_l w;ould trigger the consultation and reporting provisions of the War Power
Resolution'

Answer. The introduction of combat-equipped U.S. Armed Forces into Lebanon
would trigger the requirement of Section 4 of the Resolution for a report to Con-
gress within 48 hours. The introduction of U.S. Armed Forces into hostilities or a
situation where their imminent involvement in hostilities is clearly indicated by the
circumstances would trigger both the reporting requirement of ion 4 and the
requirement of Section 3 for prior consultation with Congress in every possible in-
stance.

Question 11. Former Deputy Secretary of State Warren Christopher wrote recent-
ly of the need for a new “compact” or set of understandings between Congress and

e Executive Branch to reduce the inefficiency and damage resulting from excee-
gsive Congressional involvement in foreign affairs management, on the one hand,
and the neetge fo:hzmter Executive Branch sensitivity to Congressional and public
opinion on other.

a. Do you think discussions along theee lines are needed and would be productive?
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b. Do you have amy specific suggestions as to how the process of Exacutive-Con-
gressional cooperstion can be i ?

Answer.  we are i to have the genuine dislogwe I have already dis-
cussed above, then such guidelines are not necessary. If either side falters m its

and loyally. The relationship will be one of teamwork.

Question 13. Would you object to the NSC Adviser or his deputy performing any
of the following functions: meeting officially with foreign leaders and diplomats;
leading U.S. delegations abroad; holding press conferences and making public ap-
pearances as a spokesman for the Administration on foreign policy matters?

Answer.lbelwvetheSecretaryofStateshmﬂdbetheT&-imarypointdcontact
with foreign leaders and with diplomats in Washi President naturally is
the&nma voice articulating American foreign poli totheAmicm:emle,
on y-wa foreign policy matters I believe the nation will be best if the
Secretary of State is the ible spokesman. I would not anticipate that the Na-
tional Security Adviser would lead delegations abroad.

Question 14. Do you think there are circumstances under which the NSC Adviser
shoAuld be ex to appear before Congressional committees?

nswer. No.

Question 15. Resources: Since 1960, the number of U.S. embassies, missions to in-
ternational bodies, consulates and liaison offices overseas has increased from 165 to
250 (approximately 51 percent), but the number of State Department Foreign Serv-
ice Officers has declined from 3,717 to 3,500. Despite the decline in diplomats, the
work has increased considerab?;—for example, consular work has increased 900 per-
cent and Washington’s demands for reporting cables by 400 percent. In light of the
above and the fact that the Department’s operating budget is one of the smallest of
all government departments, what is your view of the Department’s needs for re-
sources to sa&port Iyou in carrying out the President’s foreign policy?

Answer. ile I have not the opportunity to examine the Department’s re-
source requirements in detail, the Department of State is clearly a critical element
of the nation’s national security apparatus. It should get all the resources it needs
to serve the President well. I intend to see that we use our resources wisely and
efficiently, and to insure that any new requests for resources are carefully and per-
suasively justified in accordance with the ident’s policies and T;?mms

Question 16. Organization: Despite dwindling resources, there been a prolif-
eration of new bureaus of the Department of State. There now exist approximately
22 assistant secretaries or their equivalents in the De ent. Do you foresee any
major reorganization of the Department which would consolidate the functions of
some of these bureaus?

Answer. | have always expected efficient management practices to apply in gov-
ernment as well as in private industry. As part of my duties as Secretary, if con-
firmed, 1 glan to review the organization and ures of the Department.

I should point out, however, that much of the proliferation of new bureaus in the
Department over recent years has been in response to new functions undertaken by
the Department in light of international developments and often at the strong
urging of the Congress. This is true with respect to the Bureaus of Oceans and In-
ternational Environmental and Scientific Affairs [OES), International Narcotic Mat-
ters [INM], Refugee [RP), Human Rights and Humanitarian Affairs [HA).

Question 17. Am| ors: In recent years, the practice of awarding ambassador-
shipe as political rewards rather than on a straight merit basis has drawn consider-
able criticism from the Foreign Service and from this Committee. Is it your inten-
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tion to increase the percentage of Foreign Service officers who receive appoint-
ments? For non-FSO appointments, is it possible for the Department to employ a
screening process, such as that used for judiciary appointments, to ensure that such
apx:i::ees are highly qualified?

er. The Reagan Administration firmly believes that the best possible individ-
uals must be appointed to represent this nation abroad. It seeks to tailor ambassado-
rial choices to meet the unique circumstances of our relations with a particular
country.

In the Administration’s view, a view which I share, the issue is qualifications and
not the career or non-career status of the candidate. I understand that the mix of
ambassadors appointed or retained by President Reagan is consistent with the mix
under all other Presidents for the last 20 years—between 65 and 75 percent. The
Administration’s current percentage of career ambassadors is al?roximately 70 per-
cent. I think this is about right, but obviously it will vary up or down a few percent-
age points depending on circumstances.

With reg::d to a screening process for non-career appointments, it is my under-
standing that such a process exists in effect in the White House, which of course
consults the Department on every noncareer appointment.

Question 18. Ambassadors at Large: Over the last several years, there has been a
growing tendency to name special advisers to the Secretary of State as Ambassador
at Large. Some have criticized this practice as creating additional bureaucratic
layers, detracting from the authority of bureau assistant secretaries, and lessening
the status of ambassadors as personal representatives of the President. Do you ap-
ggve?of this practice? Do you intend to reduce or eliminate those positions in your

ce'

Answer. At present there are three Ambassadors at Large: General Vernon Wal-
ters, Daniel J. Terra (for Cultural Affairs), and H. Eugene Douglas (for Re: Af-
fairs). I understand that this is fewer than there were under the previous ini
tration. .

I believe the number of ambassadors at large should be kept to a minimum. How-
ever, I do think that under certain circumstances the special rank and title of am-
bassador at is appropriate for an individual with a particular portfolio.

Question 19. Role of National Security Council: In the past, there have been con-
flicts between the National Security Adviser and the Secretary of State which
caused confusion abroad concerning U.S. foreign policy. What do you envision as the
NSC’s role vis-a-vis the Department's? Thro what organizational mechanism will
the Department interact with the National Security Council?

Answer. The President has established the policymaking structure of the adminis-
tration in National Security Decision Directive 2, which defines the relationship of
foreign affairs agencies to White House. There is a formal m of interagen?'
and senior interagency committees to intergrate domestic and foreign policy consid-
erations in dealing with international issues.

Question 20. Interagency Working Committees: Shortly after assuming office, your
Predecessor, General Haig, submitted a 20-page memorandum to President Reagan
‘urging that key inte cy working committees be placed under the State Depart-
ment’s leadership.” Under your stewardship, will the State Department now assume
the lead with respect to the interagency management of international crises? Will
the Department, in light of your background, assume a greater role with respect to
the development of international economic polici:vll"‘?h

r. The poli ing structure is established in National Security Decision
Directive 2, which I have referred to previously. International crises of major pro-
rtions are managed by the Special Situations Group (SSG) established by the
gmde’ nt and chaired by Vice President Bush. The Department of State and other
national security agencies support the SSG when it is convoked. With regard to eco-
Wha icy, interg:ﬁonal economic T:g‘m evolve 1;1 S:a political context am:d invari-
y have diplomatic consequences. Secretary o te is a major voice advising
the President in such matters, but not the exclusive one, since many other parts of
the government will have legitimate interests in the issues.

Question 21. Over the past 10 years, 14 diplomats were killed overseas by terror-
istsincludingﬁAmbauadon.!!zwminjurednnd%werekidmpped.Doyoucon-
sider that the Department is doing a satisfactory job of protecting our personnel

Answer. We have had casualties from terrorists over the past decade. Our diplo-
maticnrvieeworhinaﬁnkg:;dlometimumdl us environment. Threats
minu'eu"li%inWemm pe and the Middle . There are over 14,000
American employees overseas of which 4,400 are employees of the Department
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of State. We are dispersed around the world in some 253 posts (not counting 34
counsular agents) and about 500 installations. So we are vulnerable.

The primary responsibility for the protection of American diplomatic personnel
rests with the host government under the Vienna Conventions. We have a similar
obligation in the United States for foreign diplomats. Foreign governments have
?onorally been very responsive to our security requirements. In a survey in 1981 we
'ound that host governments are devoting some 3000 work years to the protection of
our diplomatic establishment and it would cost us some $200 million if we had to
duplicate that protection. We ourselves are spending over $100 million annually to
p::‘tfct our personnel and facilities. So the Congress has been very responsive to our
needs.

We can improve our performance. We are taking steps to provide better training
to our personnel, including our security officers, and we are spending substantial
sums of money especially on strengthening our physical facilities to protect our per-
sonnel and information. Overall, I consider that we have a prudent level of security
501' (})‘ur personnel but we have to keep the situation under constant review. We will

o that.

Question 29. Parallel Services Problem: U.S. agencies responsible for specialized
areas, such as defense, trade, finance and agriculture, send their own officials to for-
eign posts. As a result, only a small minority of Americans representing this coun-
try ag:;ad are Foreign Service officers—fewer than 23 percent of the total of 16,000
American officials assigned to overseas missions. In your view, what type of control
should an ambassador exercise over non-State Department government personnel
assigned to an embassy? To whom should these individuals be ultimately responsi-
ble? Shouldn't the Department be concerned about the decentralization of the con-
trol of embassy personnel abroad. Doesn’t this decentralization confuse host govern-
ments with respect to U.S. foreign policy? Do you believe that something should be
dor;;:'oi er;hanoe the control of ambassadors over government personnel assigned to
em e’

Answer. There is no question that ambassadors exercise full authority over all
personnel assigned to their embassies whether they belong to the State Department
or other agencies. This authority applies to all U.S. Government personnel in the
country of assignment except for personnel under the command of a United States
area military commander.

President Reagan, as have his predecessors back to President Kennedy, has sent
each ambassador a letter stressing that the ambassador is the President’s personal
representative abroad and that he is responsible for directing, coordinating, and su-
pervising the activities of all elements of the diplomatic mission under his authori-
ty. All such USG personnel in a foreign country are thus responsible to the Ambas-
sador, and all agency heads with personnel overseas in embassies are aware of this
authority. The President’s letter indicates that his ambassadors overseas receive
their instructions from him or through the Secretary of State, who of course is the
President’s principal adviser on foreign affairs.

I believe that the President’s letter amply makes clear who controls embassy per-
sonnel abroad, and that host governments need only consult our ambassadors if any
confusion on that score exists.

I cannot see how the President’s views on the authority of ambassadors over per-
sonnel at their missions could be made any stronger or clearer.

RELATIONSHIP TO THE PERMANENT REPRESENTATIVE OF THE UNITED STATES TO THE
UNITED NATIONS

estion 43. In recent months, the differences in opinion with respect to foreign
Gml?c‘ybetmntheSeaehryofSuuandtheUs.PemmtRemhﬁwwthe
nited Nations received a great deal of public attention. What, in your view, should
be the relationship between the Secretary of State and the U.S. Permanent Repre-
sentative to the United Nations? In differences of opinion, whose view should be
controlling? Why is it necessary for the U.S. Representative to the United Nations
to be a inet member.
Answer. The Permanent Representative to the United Nations has the very im-
portant responsibility of carrying out Administration policy in the United Nations.
The Permanent tative receives policy guidance from the President
the Secretary of State concerning U.S. positions at the United Nations.
It has been the practice of all Presidents since Eisenhower to have our United
Nations Representative sit in the Cabinet.

~
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Given this unique position and the wide range of complex and delicate issues we
face in the United Nations, I certainly intend to work clos::ilwitb Ambassador
Kirkpatrick and look forward to a close and productive relationship.

StATE DEPARTMENT'S RESPONSES TO ADDITIONAL QUESTIONS SUBMITTED BY SENATOR

Question 1. Do you believe we are inferior overall to the Soviets in capability of
nuclear weapo

Answer. Although our nuclear deterrent remains effective today, there can be no
disagreement that, in the overall strategic balance, the United States has experi-
enced a long downward trend relative to the Soviet Union. In some critical areas,
the U.S.S.R. has advantages over the United States that are not offset by U.S. capa-
bilities in other areas.

As President Reagan said on March 31, the Soviets have a “definite margin of
superiority, enough so there is a risk. . . .” He was referring to such concerns as
the vulnerability of our ICBM force and the Soviet monopoly of intermediate-range
nuclear missiles in Europe.

The President’s arms control proposals are designed to achieve equality at sub-
stantially lower levels of nuclear weapons and destructive power. Qur arms control
approach complements the President’s strat?ic modernization program, which is
designed to correct existing deficiencies in U.S. forces and to sustain the credibility,
surviviability and effectiveness of our deterrent.

Question 2. Do you believe we could retaliate against a broad range of Soviet mili-
tary and industrial targets in the event of a Soviet first strike against our land-
based ICBM's or do you believe we would be limited to an attack on Soviet cities?

Answer. One of the purposes of the “triad” concept is to provide a balanced capa-
bility to retailate against a broad range mets, including hardened military
facilities. This mix of strategic forces (land and sea-based missiles and long-
range bombers) has been preserved because it complicates an aggressor’s ability to
attack our strategic forces, provides us with maximum employment flexibility and
hedges against catastrophic failure—either through technical malfunction or hostile
action—of one leg of the triad.

Nevertheless, due to inherent limitations in our currently deployed forces, a suc-
cessful first strike against our land-based ICBMs would greatly roduce our ability to
retailiate against hardened Soviet military targets, ially on a prompt basis.
However, under current circumstances, the U.S. would not be limited to a counter-
attack inst Soviet cities alone, as our submarine-launched missiles and bomers,
some with ALCMs, would have capabilities aﬁ;unst Soviet military targets.

In view of the increasing first-strike capabilities of Soviet forces, the Soviet invest-
ment in anti-submarine warfare, the growing capabilities of Soviet air defenses, and
the Soviets’ continued effort to harden and protect important assets, it is necessary
for the United States to take prudent steps to ensure the continuing effectiveness of
all elements of the U.S. strategic triad. The President’s strategic modernization pro-
m’.:n is intended to do this in order to maintain and improve our ability to deter

iet aggression. In addition, the U.S. START proposal is intended to reduce the
threat to U.S. deterrent forces and enhance the stability of the strategic balance.

Question S. If we had to pick between retaining diplomatic relations with Main-
land China or Taiwan, which would you recommend to the President?

Answer. On Jan 1, 1979 the United States recognized the government of the
People’s Republic of China and acknowl the Chinese position that there is but
one China and Taiwan is part of China. Within that context we made it clear that
we would maintain commercial, cultural and other unofficial relations with the
Fople of Taiwan. On April 10, 1979, then President Carter signed into law the

'aiwan Relations Act, which provided the legal basis for our unofficial relationship
with the people of Taiwan.

At present therefore we have diplomatic relations with the People’'s Republic of
Chin: and unolﬁtc;al relations with Taiwan. I support this policy and would recom-
mend no ¢! it.

Question éuro you believe it is consistent for us to sell wheat to the Soviets while

umr pean allies not to build a pipeline? If so, why?

. US. concern about the pipeline is based on the security implications of

dependence on the Soviet Union for a significant amount of energy. There are no

security implications in United States-Soviet grain trade. In addition, the sale of

sl:.in to the Soviet Union does not contribute to their technological capabilities nor
it provide them with a source of much needed hard currency, which the pipe-
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line will. With regard to our Poland sanctions, these sanctions were not intended to
be sweeping all-inclusive measures to cut off all trade. Rather the economic steps we
took were a purposely measured response to the repression in Poland. Finally, a

n embargo would be sterile and ineffective without multilateral support. As the
F:leont stated, such an should be used only under extreme circum-

stances and then only as part of a broader embargo.

Question 5. Do believe we should seek human rights concessions, or conces-
sions ro.lou':ivo to or Afghanistan, from the Soviets before we agree to sell
them additional wheat?

Answer. Human rights concerns form an essential part of our relations with the
Soviet Union involving not only issues of emigration, religious persecution, and re-
striction of political expression, but also Soviet instigated suppreesion in Poland and
Soviet brutalities in A&h‘mnun We are deeply concerned at Soviet suppression of
basic freedoms and consider these actions a part of our major decisions on United
States-Soviet policies. . .

With regard to linking grain sales to human rights in the Soviet Union or Soviet
behavior in Afghanistan or Poland, an attempt at a rigid and direct linkage would
severely damage the U.S. agricultural sector without su ing in its objective. The
Soviets can buy from other suppliers and withholdi.ntglle .S. grain pend%a:
:lhanze a{n So;i:t uman rights policy would amount to another sterile and in

ve n em| .

%f;u'on 6. H:;gvo do you intend to get our “friends” who violate the human rights
of their citizens to stop such violations?

Answer. We oppose the violation of human rights whether they are committed t;y
friend or foe, but our choice of ‘tactics will be guided by the test of effectiveness. It
would not serve the cause of human rights nor meet this test of effectiveness if we
were to make a habit of publicly attacking states with whom we have good rela-
tions. Our preference is for use of traditional diplomacy to discuss human rights
problems. We believe this approach can get results and preserve the basis for
making further progress on human rights problems in these countries. We do not,
however, rule out public criticism. Particularly with respect to those countries
where our private approaches do not seem to be working, or are ignored, we are not
reluctant to speak out forcefully and to call human rights abuses to international
attention in order to mount pressure against these practices. Our forthright state-
ments concerning the US.S.R. and Eastern Europe at the Madrid meeting
provide the best example of this kind of approach.

At the same time, we intend to work for the protection of human rights over the
long termulx romoting I institutions and the forces of democ . The exercise
of individ g‘eedonu can best be assured in democracies with free elections and by
institutions which protect the rights of the individual.

We will be worl quietly with friendly governments to improve such things as
legal systems and electoral procedures to help establish the conditions that promote
the cause of freedom in the long run.

tion 7. Do you believe that Saudi Arabia has directly or indirectly supported
or funded terrorist acts against Israel?

Answer. Saudi Arabia, In common with all of the Arab States, izes the Pal-
estinian Liberation Organization [PLO] as the “sole representative of the Palestin-
ian people.” At the Rabat Arab summit in 1974, the Saudis committed themselves to
an annual contribution to the PLO, making it a substantial financial supporter.

At the same time, however, Saudi Arabia has publicly condemned “terrorism in
all its forms,” and has persistently argued that the Palestinians should reject the
use of international terrorism as a policsl instrument and should, instead, seek their
objectives through political means including negotiations. In this context, the Saudis
have, through the years, used their influence with the Palestinians to strengthen
the hand of the more moderate elements within the PLO.

Question 8. Do you believe Camp David accords were a positive step toward peace
in the Middle East?

Answer. Yes. Camp David lead directly to the first peace treaty between Israel
and an Arab state, E‘g)ypt. This in itself was a major achievement. Camp David also

provides a vehicle for resolving the Palestinian problem and establishing peace be-
tween Israel and the Palestinians, Jordan; and Syria.

Question 9. How can we help get Israel’s neighbors, who are still at war with her,
to negotiate with her?

Answer. The Palestinians, Jordan, and Syria ought to join in the peace process on
the basis that Camp David is founded on SC lution 242 and 338, which all
but the Palestinians have accepted. We understand their doubts about Camp David
and their concerns that Israel is not prepared to be flexible enough to meet any of
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the Palestinians’ aspirations. We would hope that the nts we will be seek-
ing for the traditional period; a truly full auwnomy,m their perceptions
and encourage them to join us.

Question 10. Describe the specific portions, if any, of the President’s speech of the
B’nai B'rith in 1980 in which you did not occur.

Answer. As I said in my July 13 testimony before the SFRC, “My job is to help
the President formulate and execute his policies.” The President and I have dis-
cussed his Mideast policy in general terms and I can assure you that I will have no
difficulty in sugorting his policies in this as in other areas.

tion 11. Did you, or anyone at your request, contact or attempt to contact any
U.S. Senators about the AWACS vote prior to the vote? Please describe such efforts.

Answer. I and others in my oomdpeny supported the President’s decision on the
sale of AWACS to Saudi Arabia and we that known to people. To be sure that
it was known we had the manager of our Washington office, who is registered as a
lobbyist, write to each Senator and let him know our point of view. I did not ask
others in the eomfany to contact Senators on this. I did not contact any Senators
directly. So far as I know, our %m(cgel effort was that letter.

Question 12. Prior to the AWACS vote, did you have any discussions with any
member of the Saudi government, ru.l.i.n&family or emlgl ee of Saudi government
or family—relative to the sale of AWACS planes and F-15 enhancement package?
Please describe such contacts.

Answer. Not that I can recall.

Question 13. Did you, or anyone at your request, contact any firm, company, or
individual other than a U.S. Senator about AWACS vote prior to said vote?
Please describe such contacts.

Answer. We did not have an organized, matic campaign on the AWACS sale.
Obviously, as I and other officials dealt with our associates ughout the country,
the AWACS subject would come up and we made no secret of our point of view. We
did not, however, ask firms, companies, or individuals to twist anyone’s arm nor did
we go out and “contact” people specifically on AWACS. As I said, it was a topic of
considerable interest. It obviously came up in a variety of discussions and we let
people know that we supported the President’s decision.

Question 4. Did ogou or your company contribute financially, or in any other way,
to any organized 1 ing effort directed at affecting the AWACS vote?

Answer. I have descri the extent of our lobbying effort on AWACS. We had
our registered lobbyist write a letter to each Senator. I am not aware of other finan-
cial support to any lobbying effort.

Question 15. Have you ever expressed, prior to your nomination, an opinion as to
whether a former empl:gee of Bechtel should serve as Secretary of State while an-
other formel; employee of Bechtel is serving as Secretary of Defense?

er. No.

Qu‘;;tion 16. If so, when, to whom, and what was the substance of all such state-
men

A""Quaer' I%A'Do the anti-boycott legislation aimed at red th

tion 17. Do you support the anti-boycott legislation aimed at ucing the
in;tpl:ctofghebhckhsﬁngpg;oenainwwmtnuagainstﬁmsdohgbusineu
with Israel

Answer. Yes. | participated in a business roundtable group led by lrv:ﬁ Shapi
which developed ideas on the Export Administration Act Amendments opteg‘{:
1977, and I think it is a reasonable law.

Question 18. Why did Bechtel appeal a judgment to which it consented which pre-
vented it from participating in any boycott of American companies blackli by
certain Arab nations because they do business with Israel?

Answer. Let me recount some of the events leading ugetg that. Sometime in late
1975 the Government entered an anti-trust suit against Bechtel accusing Bechtel of
violating the anti-trust laws by including in some of its contracts language pursuant
to the Arab boycott. There were some contracts with that language but I should also
E:Elnt out that the U.S. Corps of Engineers, the U.S. Coast and Geodetic Survey also

clauses of that kind in their contracts. At that point there was no gublic policy
on this issue. Subsequently, President Ford did make a statement of policy and
Bechtel corrected the procedures to be in accordance with that.

Bechtel fought the anti-trust suit and filed what I believe was a very powerful
brief. The law firm Hogan and Hartson here in Washington prepared that brief.
Subsequently Bechtel and the Government signed a consent decree and I think if
you would review subsequent antiboycott legislation would see that the broad
nature of that decree formed the basis for that legislation, that is the basic ideas
that we worked out in the understood decree wound up in the law.
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After the consent decree was agreed Bechtel found that the Government’s inter-
pretation of the decree had changed from what Bechtel thought it was at the time
the decree was entered. Consequently, we objected to the decree because of the Gov-
ernment’s changed interpretation. We carried through on the objection to the Su-
preme Court which in the end denied certiorari. In other words, the consent decree

As 1 recounted yesterday, following this, Bechtel became involved through the
Business Round Table with a number of Jewish organizations in working out an
agreement on the boycott question and this agreement is now largely found in exist-

ing legislation.
[Whereupon, at 5:05 p.m., the committee recessed, to reconvene
at 10 a.m., July 14, 1982.]



NOMINATION OF GEORGE P. SHULTZ

WEDNESDAY, JULY 14, 1982

UNTTED STATES SENATE,
CoMMITTEE ON FOREIGN RELATIONS,
Washington, D.C.

The committee met, pursuant to notice, at 10 a.m., in room 1202,
Dirksen Senate Office Building, Hon. Charles H. Percy (chairman
of the committee) presiding.

Present: Senators Percy, Mathias, Kassebaum, Boschwitz,
llgroﬁs;ler, Pell, Glenn, Sarbanes, Zorinsky, Tsongas, Cranston, and
Also present: Senator Barry Goldwater.

The SHAIRMAN Secretary Shultz, we welcome you back to this
committee on what I trust will be the final day of hearings.

Once again I would like to advise the committee that it is the
intention of the Chair to complete the hearings today and to have a
vote on the nomination so t it can be sent to the floor of the
Senate. I think it is a unique situation that we face in the world
today, and we should have a Secretary of State in place.

Senator Mathias will be recognized first as a member of the com-
mittee who has not yet been able to attend the hearing because of
other official duties, and without objection, after Senator Mathias
completes his 10-minute round, the Chair would like to recognize
the distinguished chairman of our Intelligence Committee, Senator
Goldwater, so that he might ask a few questions of the Secretary.
Then we will continue where we left off last night.

Senator Mathias.

Senator MATHIAS. Thank you, Mr. Chairman.

Mr. Shultz, first of all let me offer my congratulations to you on
your nomination by the President of the United States to be Secre-
tary of State. Being nominated by the President is no new experi-
ence for you, and for that reason, I think we owe you a special debt
of ﬁatitude for accepting service again.

ere is some satisfaction and fulfillment in having moved
through the chairs in the Cabinet to the one at the right hand of
the President, but—and I say this seeing Mrs. Shultz over your
shoulder—there is also some price you pay, some sacrifices you
make. I personally want you and Mrs. Shultz to know that we ap-
preciate that fact.

The country needs you and we appreciate your having left what
was obviously an interesting career in the private world to come
back to the stormy and difficult public world. My thanks extend to
Mrs. Shultz because wives pay a heavy price for the public careers
of their husbands.

azn
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I say it is a stormy public scene. Foreign affairs are frequently
stormy, and at the moment it seems to me that foreign affairs are
not only stormy but that the surface of the sea is flecked with some
very dangerous chunks of ice, ice floes that could founder us in var-
ious storms in the Mideast, trade problems with Europe, uncertain-
ties in the Far East, a disruption in hemispheric relations with our
Latin and South American friends, ice floes of a sizable character.

But the big iceberg, the real iceberg that threatens the naviga-
tion of the ship of State continues to be our relationship with the
Soviet Union. Never before in all of history have two nations had a
relationship such as the current relationship between the United
States and the Soviet Union, because never before have two na-
tions commanded such enormous destructive power. We are in a
unique position for which there is no precedent in the whole histo-
ry of mankind, and the management of that relationship will in a
very large measure fall to you.

I am wondering if you could tell us how you assess the danger
that, as President Hoover once said, in obedience to the inexorable
laws of nature someday a new government will come to power in
the Kremlin and will feel unable to communicate with the West,
unable to negotiate with the United States.

?No. 1, do you think that is a danger? No. 2, how do we cope with
it?

STATEMENT OF GEORGE P. SHULTZ, SECRETARY OF STATE-
DESIGNATE

Mr. SHuLTzZ. Clearly, Senator, it is important that we have a ca-
pacity to talk and to resolve our differences as best we can. I think
communication includes, obviously, a vast array of things beyond
just talk, and it seems to me that our relationships with the Soviet
Union will go best if it is clear to everyone, ourselves, them, our
friends around the world, that the relationship proceed on the
basis of, first of all, clarity and realism about what is going on
around the world, and the implications of Soviet behavior and our
attitude toward them, and second, that we are clear in our minds
and in our actions that we will provide ourselves with the strength
we need to defend our interests, not to be aggressive, but to be able
to deter any aggression that they may have.

As ] said in my testimony, I think the turnaround in our attitude
toward our own defenses that has been evident for the last 2 years
by our Government and as evidenced by the pledges and commit-
ments that Congress has been making in response to the Presi-
dent’s leadership is a central element in this whole process.

Third, I think on the basis of realism and on the basis of
strength, part of that strength itself is the self-confidence to under-
take negotiations when they are called for. I think the negotia-
tions, of course, have to be seen, any individual negotiation, as part
of a whole picture. In that regard, I personally welcome very much
the initiatives that the President has taken in the strategic theater
and conventional areas, proposing reductions. I think that is impor-
tant in and of itself, and of course it is one of the many points of
contact that we have, and that is desirable.
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I also think that we should make clear that, depending upon
Soviet behavior and the way they conduct themselves, we are ready
to have as constructive and mutually beneficial relationships as
possible, recognizing that they have a view of how life and econo-
mies should be organized that is about as different from our view
as you could imagine. We don'’t think their system or I don’t think
their system is anything I would want to live under, but neverthe-
less, given a pattern of behavior—behavior, not words, but behav-
ior—we are certainly ready to work at that.

But again I think we have to come back to a realistic view of
what they atxie d°if§ and a determi%vati%r; on our part to h?ive the
strength to deter their aggression. We have no aggressive designs
of our own. So I think on that basis we can have discussions, all

ight, but I guess my main point here is to say that communication
es place in words, meetings and so forth, but in a deeper and
more important sense, you communicate by what you do.

Senator MATHIAS. You say that we should STak with clarity, and
you have talked about negotiations which should be part of the
whole picture. That presup that there is a whole picture, that
there is a strategy more t! a day-to-day tactic, more than just
r?nding to what is in your “In” box every morning.

l.dvou feel that we have a stratﬁy? Do you feel that, say, the
record of the past decade or two indicates t the United States
has a stra which is not only comprehensible to us but compre-
hensible to the men in the Kremlin?

Mr. SuuLTz. Broadly speaking, yes, I do. We have tried various
implementations of it. I think we learned a few years ago that an
implementation that involved not building our armaments and
having a view of them that was more benign than what I am ex-
pressing here didn’t work. They continued to build up their mili-
tary forces, and their pattern of aggression increased based on that,
which I think only reconfirms the importance of a kind of strategy
that I have tried to suggest in my comments. It is not a strategy of
aggression. It is not a strategy of confrontation. It is a strawg of
confidence and strength and realism about the nature of their
system and what they are trying to do.

Senator MATHIAS. You say that we should negotiate when we
need to negotiate, but of course, for a negotiation to be successful,
the parties sitting down on either side of the table have to meet
with the expectation that there is at least a chance that they are
going to succeed, that there is a chance that they are going to
agree on something before they get up again.

Now, do you see any er that the rhetoric between us can
become so ted that neither side would feel that it is really
worthwhile to negotiate, that there would be a perception that it
would be im ible to come to any useful, meaningful, and posi-
tive result? If you think that danger exists, how do we avoid it?

Mr. SauLtz. Well again, I think the 1|lmnc1 thing for us to
have our eye on is behavior, and I do believe t if we identify a
pattern of behavior that we think is reprehensible and wrong, we
shouldn’t hesitate to say so. That doesn’t mean that we have to be
flamboyant about it, particularly, but we should be clear about it
and definite about it. The use of biological and chemical weapons,
for example, is something that we find reprehensible. It is against
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agreements. It seems to me that we should, as we have, say so and
point it out and not get ourselves into a position of fearing to say
‘'what is the reality because it might bother somebody.

Senator MATH1AS. Shifting for just a moment a little to the south
of the Soviet Union and to Iran. Iran is in the news this morning,
as it has been, unhappily, for the last several years. Our experi-
ences in Iran have not been happy ones in recent years, but wheth-
er they have been happy or unhappy doesn’t change the fact that
Iran is very strategically located in the center of the world island.

We have treated Iran with something less than benign neglect
during the last few years. We have tried to ignore its existence. In
your judgment, has the time come for the United States and, to be
absolutely specific, for this committee working with the Depart-
ment of State to begin to examine the directions that we ought to
take in the future in our relationships with the people of Iran?

Mr. SHuLTz. I agree with the premise of your question that Iran
is a very important country in a very important part of the world,
and certainly we should continuously be examining what is taking
place there, its relationship to us and how it affects our interests
and the interests of our friends and allies. So I concur in the obser-
vation that we should be watching carefully, and so far as I know,
we are. Unfortunately, we have no diplomatic relationship with
Iran, so we are somewhat limited in what we can actually do.

Senator MATHIAS. Mr. Chairman, I am notified that my time is
up, but I am going to raise with you at some early date this ques-
tion of the committee examination of the United States relation-
ship with Iran, both what is instructive in the recent past and the
direction that we might possibly take in coordination with the Sec-
retary of State.

The CHAIRMAN. I can assure you, Senator Mathias, that I will
certainly support whatever request you may make, and I am sure
the Secretary will be cooperative in that regard.

Mr. SHULTZ. May I make one further comment on that?

The CHAIRMAN. Please.

Mr. SHuLTZ. I think in the current crisis of the Iran-Iraq rela-
tionship, we, of course, are limited in what we can do directly, but
we need, I think, to work with and give assurance to our friends in
that part of the world of our commitment to them and also to be
working with our friends such as the Japanese and the Europeans,
who have a big stake in what is going on there, so that we have as
much information as we can get and ideas that we can get and are
coordinating our thoughts as best we can.

Senator MATHIAS. Mr. Chairman, if I may, that is exactly the
kind of approach that I was suggesting, that this be a time in
which we collect the facts, in which we review where we have been
and draw what useful conclusions that we can. Let me assure Mr.
Shultz that I was not proposing to take a subcommittee out to meet
in Basra next week.

Mr. SHuLTZ. Far be it from me to advise the Senate. You advise

us.
The CHAIRMAN. Thank you very much.
The committee is very pleased to have with us this morning, Sen-

ator Goldwater.
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Senator GOLDWATER. I thank you, Mr. Chairman. It is a real
pleasure and honor for me to welcome Mr. Shultz aboard, a man I
have known for a long time and for whom I have a great admira-
tion.

I have a few questions on Taiwan, and if I don’t finish them, I
will submit them for your answers.

Mr. Shultz, several news reports claim that a joint communique
or joint statement is being negotiated with Communist China that
sets a time certain for ending or phasing out United States arms
sales to Taiwan. Do you believe we should continue to provide
Taiwan with arms of a defensive nature without any time limit as
long as conditions indicate Taiwan may have a need for such arms?

Mr. SuuLTZz. Yes, sir.

Senator GoLDWATER. You do?

Mr. SHuLTZ. Yes, sir.

Senator GoLDWATER. Thank you.

Section 3(a) of the Taiwan Relations Act expressly requires that
the United States “will make available to Taiwan such defensive
articles and defensive services in such quantity as may be neces-
sary to enable Taiwan to maintain a sufficient self defense capabili-
ty.” Do you believe the executive branch can change or nullify this
binding statutory requirement without coming to Congress, by
merely announcing a new joint communique or statement with
Communist China?

Mr. SHuLTZ. No, sir; as Secretary of State I will take an oath of
office to uphold the Constitution and obey the laws of the land.
This is one of the laws of our land.

Senator GOLDWATER. I thank you.

Section 3(b) of the Taiwan Relations Act specifically provides
that, “the President and the Congress” shall determine the nature
and quantity of defense articles provided Taiwan, based, “on their
judgment”’ of Taiwan’s needs. Do you believe that the act means
Congress is to participate jointly with the executive branch in
making the initial decisions of what arms and services may be
needed by Taiwan, or do you believe the executive branch alone
shall make that decision, with Congress having no role in it until
ge l:;resident chooses to notify Congress he has approved any arms

es?

Mr. SHuLTZ. Well, sir, it seems to me that in this as in other
matters of significance, it well behooves the administration to con-
sult with the Congress and to know the views of the Congress. Ob-
viously, in the division of power set up by our Constitution, it is for
the President to make certain decisions and for Congress to review
them, and there is a procedure; but I think it works much the best
if there is a process of mutual consultation so that when decisions
are actually made, views are known, and to the extent possible we
have a decision on an imggl;ltant matter that is broadly agreeable.

Senator GoLDWATER. I thank you.

Section 3(b) of the Taiwan Relations Act ifies plainly that
arms sales to Taiwan shall be determined “solely” on the basis of
the needs of Taiwan and not on the ground of what Red China may
demand. Do you fully support this requirement of the law?

Mr. SHuLTZ. Yes, sir.

96-666 O - 82 - 9
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Senator GOLDWATER. The 1972 Shanghai Communique and the
Joint Communique of 1978 each declare that the United States “ac-
knowledges the Chinese position” that Taiwan is “part” of China.
We do not recognize the position because acknowl means O
to take note of. We do not declare that it is the United States posi-
tion, nor do we refer to Taiwan as a province of China.

Would you agree from this that the United States has never for-
mally recognized the People’s Republic of China’s political sover-
eignty and jurisdiction over the people and governing authorities
on Taiwan?

Mr. SuuLTZ. Yes, sir; but if I could just add something there.

Senator GOLDWATER. Yes.

Mr. SHuLTZ. The communiques that you refer to acknowledge
that the Chinese on mainland China and the Chinese in Taiwan all
agree that there is one China, and our position, I believe, or the
position that seems sensible to me is that how that is resolved, that
difference of opinion, is fundamentally up to the Chinese. However,
we undertake, particularly in view of the longstanding, mutually
sugportive activity with the people on Taiwan, to insure that that
is by peaceful means. In view of that commitment on our , We
have undertaken, and the Taiwan Relations Act is very clear and
explicit about it that we will be willing to supply defensive arms as
they may be needed in our judgment to ensure that that peaceful
resolution takes place that way.

Senator GOLDWATER. Well, of course we all hope and pray that if
it is to come, that will come in a peaceful way. I cannot conceive,
though, of any country recognizing the sovereignty of a portion of
land over another portion of land when the mainland, as I refer to
it, is Communist dominated, and the Taiwan that we refer to is a
free country. That is not compatible, in my estimation, with the
American way of thinking, and I am glad that you feel as you do
on it. All of us who feel strongly about Taiwan will help you in any
way that we can to bring about a peaceful agreement if a peaceful
agreement can be reached.

Mr. SHuLTZ. Thank you, sir.

I perceive myself having been acquainted with Chinese people in
many parts of the world, as one who has a deep respect for them,
their ability, the ingenuity, their capacity to tE.m.k‘ in broad and
long terms, and so I am dee&ly respectful of the capacity of the
bCah}nese people to work out their problems. So I proceed on that

is.

Senator GOLDWATER. I certainly agree with you. I had the privi-
lege of ing with the Chinese in China. I don’t think anyone
who has ever known—I have more than 2 minutes, I have 3 min-
utes. [General laughter.]

Mr. SHULTZ. As far as I am concerned, you have all the time you
want. Your problem is with the chairman.

Senator GoLDwATER. Well, I am going to obey my boss here.

Everyone who knows the Chinese has great affection for them,
whether they be under a Communist tgc:e'ernment or a free govern-
ment. My desire is to see them all , 800 million free people.
Theiawould be a real power.

I have one more question here. On June 19 the Chinese Commu-
nist Foreign Ministry notified the Palestine Liberation Organiza-
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tion that the People’s Republic would grant $1 million as an emer-
Sency fund to be used in the “just struggle”’ against Israel. On

une 25, Red China’s Defense Minister, Geng Bao, stated that “the
Chinese people * * * strongllg demand that the United States im-
mediately pull out of South Korea all of its troops and equipment.”
Communist China also opposes ouxéafositions in South Africa,
Poland, the Falkland Islands, and El Salvador.

In these circumstances, do you or disagree with the state-
ment of a State Department official, Mr. Walter Stoessel, who said
on June 1, “strate%'ncally we have no fundamental conflicts of inter-
est” with the Pe’tl)‘g e’s Republic of China?

Mr. SuuLtz. They are entitled to their opinion on the list of
things that you read and so are we, and we have many differences
of opinion, obviously.

Senator GOLDWATER. I agree with you, but I don’t——

Mr. SuuLrrz. I think probably Mr. Stoessel was referring to the
problem with the Soviet Union and the relationship that the Chi-
nese have and that we have in that regard.

Senator GoLDWATER. We had anothcz:‘i)lerson in the State Depart-
ment, Mr. Tom Shoesmith, who repea denied at a congression-
al hearing on May 3 that Communist China is a dictatorship, so
maybe a little education over there wouldn’t hurt the troops a bit.

Mr. SnuLTz. May I just say a word, since the name of Walter
Stoessel has come up. He is Acting Secre right now.

Senator GOLDWATER. I know he is, and it bothers me.

Mr. SauLTzZ. Well, as a person who is sitting there and watching
what is going on and seeing him pitch in, I would just take a
moment to express my admiration for him as a longtime civil serv-
ant of our Government, and I tip my hat to him.

Senator GOLDWATER. Thank you very much, Mr. Shultz. My 10
minutes are up. I again want to thank the chairman. He has n
most generous.

I do have a few more questions that I will submit for the record.

The CHAIRMAN. Why don’t you ask one more.

Senator GOLDWATER. One more?

The CHAIRMAN. Sure, on my time.

Senator GOLDWATER. In January 1982, President Reagan an-
nounced that Taiwan would be allowed to continue coproduction of
the F-5E fighter aircraft. Yet the formal notice of the transaction
that must be given to Congress and the actual signing of a letter of
agreement have been delayed and withheld.

Would you support prompt action on these steps in order to
avoid a break in the production line?

Mr. SHuLTz. Of course, a decision to send something up here will
be the President’s decision. My advice to him would be to do it, but
he will have to decide that.

Senator GOLDWATER. Thank you. There is a telephone right back
here if you want to use it.

I thank you again, Mr. Chairman. I will turn these questions

over to you.

The &-IAIRMAN These are questions that we will submit for the
record, and we ask that they be answered by the Secretary.

Senator Goldwater, I would like to cordially invite you, at any
time that we do have consultation with the Secretary—and we
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have had commitments from the Department on this matter that
we will have consultations—to join the committee at that time.

Senator GOLDWATER. Thank you.

The CHAIRMAN. On the question of removing troops from South
Korea, the Carter administration, who fought the resolution I spon-
sored that no troops could be withdrawn without the advice and
consent of Congress, on which you helped me so much—we won, I
think, 79 to 7. Cy Vance had the character and the quality to call
up after Park was assassinated and say, thank heaven your resolu-
tion was approved, because the North Koreans might have moved
straight into South Korea at that critical time. Our forces being
there prevented a war once again in that area.

Senator GoLDwWATER. All I can say, in a light vein, is if you are
half as good a Secretary as you are a golf player, we have nothing
to worry about. [Laughter.]

The CHAIRMAN. Thank you very much.

Secretary Shultz, with your long background as an economist, do
you agree with me that the great strength of this country rests not
only on moral principle, but also on the economic strength of the
country? That enables us to have a solid defense. That enables us
to help the free world defend itself. And we must keep that econo-
my strong.

I want to mention one aspect of that economy which is in a bad
way, outside of pork producers. Having just come back from Illi-
nois, farmers continually tell me about the very weakened condi-
tion, about the agricultural industry today. They bemoan the fact
that $10 billion of American taxpayers money is used to buy up
surplus crops that cannot be sold, that hang over the market,
thereby depressing prices and hurting the farmer.

I have already advised the President that throughout my tour
farmers continued to refer to statements he made about agricul-
ture. In particular, they quoted the October 1980 interview of the
Ili’resit'iéent in Farm Journal, which was widely distributed, in which

e said:

I do not believe in singling out farmers to bear the brunt of an embargo. I hope it

will never be necessary to impose any embargo on trade other than on items of stra-

tegic importance. But if it should become necessary, then all industries would have
to expect to share the burden.

He continued:

1.Ending the embargo will help to restore confidence in America as a reliable sup-
plier.

That was just a month before his election as President. In April
1981, President Reagan lifted the grain embargo. In March 1982 he
issued a grain export policy statement that touched on many of the
themes of his Farm Journal interview. Note that these quotes are 3
months after the Polish sanctions were put into place. He said he
would ‘“not hesitate to declare an embargo if it were part of a com-
plete boycott.” And if we could not have the cooperation of other
nations, the President said, “so that we would not end up hurting
ourselves, with no harm done to those who we are trying to influ-
ence.”
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Continuing, he said, “In the past eight years our stop-and-go
ex?ort actions have weakened our reputation as a reliable suppli-
er.”

I will not quote from your own eloquent article entitled “Lights-
witch Diplomacy,” but certainly you and the President see eye to
eye on this issue in principle and in fact.

The President ended by saying that—

The bottom line is that the Soviet embargo was bad for our farmers, bad for the
economy, but not that bad for the aggressors we are supposedly going to punish. We
are now in a situation where we have not been joined by our allies, and we have not
only concern about extending a grain agreement and the farmers are watching hour
byckl;%‘ur as to what the decision is, but also now sanctions that are selectively
p1

I will not ask you for your policy now, but I would only ask this.
Knowing that you must and will support the President when he ul-
timately sets the policy—and in this regard he has set the policy—
do you feel that you can and will continue to fight within the Cabi-
net room for what you believe is a right foreign policy linked up
with an economic policy that makes sense for this country?

Mr. SHULTZ. Certainly I will fight for my views. And as you sug-
gested, I will also fight for the President’s decision when he makes
it. Of course, I would not have accepted to stand for a nomination
for this job if I did not believe that his judgments and decisions are
going to be ones that I am wholeheartedly in favor of.

The CHAIRMAN. I would expect that, and respect your position on
that. That is the nature of our Government. It must be done that
way. But we would always expect that your eloquence would be
used to fight for what you believe is the right thing, until such
time as the President does make his decision.

I would like to point out that there was a meeting in the White
House among six of the major manufacturers affected by the sanc-
tions. During the course of that meeting the chairman of the board
and chief executive officer of General Electric said:

We are the only ones involved in the pipeline. All of the other manufacturers in
this room, all of them from Illinois, they are bearing the brunt of three-fourths of

the lost employment because of sanctions, that have nothing to do with the pipeline.
Why do we not separate those issues then?

I thought it was a magnanimous and noble statement and posi-
tion for him to take.

I have a letter from Judge Clark dated July 6 in which he says:
“However, we are reviewing this case.” That is, the whole sanc-
tions situation, because there is a comment period now provided by
law until August 21, and we are making comments.

He said: .

We are reviewing this case and a number of others in light of the comments made

at the meeting, especially those of Jack Welch. Although I can obviously make no
forecast at this time, it may be that some accommodation can be reached.

Again, as you know, I am working very hard to promote with our
allies in Europe the President’s policies to not give concessional
loans, to not be overly generous in credit that is extended, to look
for alternate sources of energy, and certainly to put as much pres-
sure as we can on relieving the condition and the plight of the
people in Poland.
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But in the light of this circumstance, it does seem that there is a
reevaluation being made during this comment period. And again, I
would only ask that you follow your conscience in this regard and
fight for what you think is right, and then, obviously, keep this
committee up to date, under whatever classification is necessary.

Mr. SHuULTZ. I certainly intend to do that. As you suggested, I do
believe that we must not forget the plight of the Polish people and
the }:‘;eatment that they are getting. We need to keep that in our
minds.

I certainly agree with your statement that I should fight for my
beliefs, and I am just trying to say that in these matters not every-
thing important 18 in the economic sphere. There are other things
that have to be considered, too.

The CHAIRMAN. That is right. Some of it oertainlé is the military
field, and I have a very high regard for Secretary Weinberger. Yes-
terday I talked to a mutual friend, David Packard, former Deputy
Secretary of Defense. He has very strong views on these i
issues as they relate to defense and the well-being of the United
Statee ﬁ?mel;gtfun est that d Mr. Packard might

would res y sugg you an . Pac
have a discussion about that also as we formulate policy, which is
now being reevaluated.

On the pipeline, I would just like to mention that the best intelli-
gence I can get from u})rivate sources is that the pipeline is moving
ahead. It is on schedule. It is close to schedule.

As to the status of turbines, the Soviets could divert machines
from other products, they could use spare units. Also, the possibil-
ity exists, if the Soviets are really pressed, they could use existi
gas pi@lines, including the so-called Mego-Line, to carry na
gas to West Germany.

As certain as I am sitting here, that pipeline is going to be con-
structed and built, and it is going to be built either with under-
standing receptivity by European countries to the President’s con-
Slm or through confrontation between ourselves and our closest

ies.

Nothing would suit the Soviets better than to see a real breach
between us and our Western allies on an issue of this kind, which
our allies consider to be their sovereign right to decide.

Senator Pell.

Senator PeLL. Thank you, Mr. Chairman.

The CHAIRMAN. Senator Pell, to accommodate other Senators, I
will yield whatever time I have to other Senators, so that we can
stay on schedule and hopefully conclude the hearing today.

nator PELL. Fine. I will cooperate to the best of my ability.

I would just like to comment on the China question for a
moment. I can see it from a different perspective still, and that is,
under the theory of self-determination. The 14 million native
Taiwanese would much prefer independence from either mainland
China or the 2% million invading Chinese who came over with
Chiang Kaishek. This is a view that I realize is very unpopular
with both Chinas, both regimes claiming to be the Government of
China, but is really popular with the Taiwanese people who inhabit
that island.

I am wondering what your view is with regard to this theory.
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Mr. SHULTZ. I do not know what a plebiscite would result in. I do
have the observation from my visits to Taiwan that it is a very
strong economy compared with others in that region, that the dis-
tribution of income is very broad, and that on the whole there has
been a lot of progress for everybody on Taiwan.

So if you compare Taiwan with other Asian regions, you would
have to say that it is measuring up extremely well, and under
those circumstances I would imagine the people there would be in-
clined to support what is going on.

But I have no basis for an opinion poll or anything like that or
any comment on i'our statement.

nator PELL. It still is, as you probably know, under martial
law. It has been under martial law longer than any other nation. I
guess my own view comes from World War II, when there was a
up of naval officers being trained for military government on
'aiwan. We were taught the doctrine at that time that if there is
one group gigeople that the Taiwanese dislike more than the Japa-
nese, who occugied them for 90 years, it was the mainland Chi-
nese. So we, the U.S. Government, were going to occupé them until
they were able to govern themselves. Then after the Cairo confer-
ence that was quickly forgotten and we said Taiwan would be a
part of China.

So I have always been a little bit sorry for those 14 million
Taiwanese who have a different view.

But getting on to other questions, if I could. They are sort of scat-
tered, but I think they should be cleaned up in the public record in
this way. In connection with deep seabed mining, how would you
propose creating the conditions for the security of tenure of our
companies—such as Kennecott Copper, or whatever company it
might be—if we are outside the framework of international law? In
other words, other countries will be within the framework of a
treaty and we will not. How will that give security to our deep
seabed mining people? :

Mr. SauLTZ. Well, of course, we have to look to the security of
our enterprises. But I would suppose that the conditions that you
put forward add to the risk of the enterprise, since it is very risky
to begin with and expensive. It seems to me the lack of ability to
clarify all of these things will slow down deep seabed mining.

Senator PELL. I think you are riiht, because I think the compa-
nies in fact, while they have done their best to sabotage the treaty,
will at the same time find their own interests hurt use they
will not have the security that they need.

Mr. Suurtz. Yes. I would like to say, however, that I am fully
supportive of the position that has been taken on that treaty. I
think the proposals for deep seabed mining that are contained in
that treaty are very bad, are not likely to result in very much
action. And we have enough trouble in our economy with regula-
tory agencies when it is just the United States, but to think that
we are going to be able to develop a deep seabed mining industry
in a new and creative area under an international regulatory
agency I think is stretching anyone’s imagination.

Senator PeLL. You may be right. But time will tell, and we will
see, I, myself, am not so concerned about an international

company.
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But would it not be a good idea if in any major negotiations, such
as START, we had on our negotiating team a a man
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andthempu]sesoftbepeoplemthwhomyouamdeahng
garsmP.l:.lEY rda I raised, perhaps clumsily,
nator esterday the question
of the Genocide Convention and did not make clear what I was
driving at. I would like to know two specific points:

One, what is your own personal view on the convention, on the
advisability of its ratification?

And second, when can we expect an administration position con-
cerning ratification?

Mr. SauLrz. Well, in terms of a personal view about the subject
generally, certainly it is a subject on which we can only have one
view, namely that we support prohibitions and the general thrust
of that treaty. What the status of technical details are with it is
something that I am looking into, and I have had an answer pre-
pared for the record which will be submitted with a package that
Chairman Percy has asked for on that.

Thegletsofltls{.hatlthmkweahouldbeabletooomebackto
ySenalaor ’f‘fm much.

In today’s New York ere is a report that a senior official
ofhePI.Osmd tthePIDwaspreparedtorecogmzelsraelon

a reciprocal basis.” A related article quoted a State Department
ofﬁcialas ymg this is something we want to think about -
carefully.
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I wonder if you could share with us the State Department view
or give us your reaction to this PLO statement, because to my
mind this may be the time for a breakthrough. I do not know.

Mr. Snurtz. Well, I do not know where this statement came
from. And one of the problems is that there are always statements
floating around that are, somebod! said to somebody, said to some-
body, that if only somebody would do something, then there would
ge a statement of some kind. So it is always a little difficult to pin

own.

But as I said !esterday, it seems to me if the PLO leadership
would get up and say, we recognize Israel, we recognize U.N. Reso-
lutions 242 and 338 as a basis for resolving some of these issues,
and we are laying down our arms and we are not going to continue
the terrorist activities, then we would be dealing with a different
organization.

And as I also said yesterday, I think we must be seeking in this
process representation for the Palestinians. They have to be repre-
sented in the discussions. And the PLO is one claimant for that
role. There are others. We have to be watching for them.

But I am disinclined to be commenting on things that are essen-
tially rumors that get passed around on what somebody might do
under what circumstances. It is very possible for them to stand up
and say what they think in public, and that is the kind of action
that I would take seriously.

Senator PeLL. The newspaper report says specifically the name of
the man and that he could state officially the PLO was prepared to
recognize Israel on a reciprocal basis. I agree with you, though, he
is just one official. There could be others. We have been caught in
that trap before.

Mr. SeuLtTz. We have the problem, Senator, that we were dis-
cussing when you mentioned your friends in the business of psychi-
an&nz:nd we were talking about the ?roblem of the negotiations
within groups. Certainly that is one of the things that one has to
look at with respect to the PLO. There are many different groups
within that umbrella organization.

Senator PELL. I realize that. It makes it very difficult in any po-
tential dealing with them.

I have two more very specific questions. First, in the administra-
tion’s discussions on the fa.m agreement with the Soviet Union,
was the g’uestion of Jewish emigration raised, or are you familiar
with that?

Mr. SHuLTZ. I am certainly familiar with the subject.

%enator PeLL. I know that. But I mean whether it took place or
not.

Mr. SHuLTZ. Precisely what has taken place in the individual dis-
cussions, I am not posted on. So I do not know. But I do know that
the President has instructed people who are undertaking discus-
sions with the Soviet Union that the numerous and various human
rights issues, of which emigration is one, Jewish emigration, should
be always put up there so that the Soviets see that we care about
ﬁm{ and that we link them to a pattern of behavior that we care

ut.

'l‘hg’ CHAIRMAN. Senator Pell, would you yield on that same
point’
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Senator Specter was here yestetdaiagnd requested I submit a
question on the same subject which disturbed all of us. We
have all worked hard on individual cases, but the total number is
down so dramatically over previous periods that we would really
like a very high priority placed on this. .

And It you for asking the question.

Senator PeLL. To finish out that thought, I am delighted MOu
are going to put this emphasis on human rights, which I think is
important. But to answer my question specifically, if you are Secre-
tary of State or when you are Secretary of State, is it your inten-
tion to raise the question of Soviet Jewry?

Mr. SHULTZ. Yes.

Senator PeELL. Thank you.

Along that same line, we have an honorary American citizen in-
volved, Raoul Wallenberg. There has been, as you know, a great
deal of interest throughout the world concerning him. Is it your in-
tention to do the best you can and raise it directly with the Soviets,
to try to bring forth some answer from them as to his fate?

Mr. SHuLTZ. I certainly shall.

Senator PELL. Thank you very much.

My time has expired.

The CHAIRMAN. Thank you, Senator Pell.

Senator Kassebaum.

Senator KassepauM. Mr. Shultz, for the past decade, the multi-
national financial institutions have been dealing with what some
have called a house of cards in constructing their loan policies to
less developed countries. There are some who have even predicted
that there is the possibility of worldwide financial crisis and col-
lapse. Just recently, we have seen the case of Poland face financial
ruin, being unable to pay the interest on its debt. It is interesting
to observe that the loans to Poland total $30 billion, and in 1972
there were only $3 billion to $4 billion.

You are an economist with worldwide renown, and I think per-
sonally it is a very important background to bring to the formula-
tion of foreign pohcg as the Secretary of State. I would like to have
you give us some of your thoughts on this situation, and how you
see this relating to formulation of policy, and how we should take
this potential threat of a financial collapse into account.

Mr. SHuLTZ. I do not believe there is a threat of financial col-
lapse, but there are severe and important problems. The debts of
some of the Eastern European countries are one element of the
groblem. There are very heavy debts in Argentina, Mexico, and

razil, to name three other countries. So, there are problems. The
world financial community, private and public, is not to be under-
estimated in its capacity to cope with problems.

I think one of the problems that is not mentioned very much but
which may, over a tperiod of 4 or 5 years, turn out to be the most
significant result of the point that you have made is that private
lenders seeing that some of the loans they have made are quite

uestionable will be drawing back. I do not see in the next 5 years
the likelihood that private lending will be coming forward in the
volumes that we have seen, let’s say, in the last 5 to 10 years.

So, the problems of international finance or investment will be
getting a closer look, and I think there is a message here about
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world economic development that somehow we have to take into
our thinking, and just exactly where that leads us, I am not too
sure, but one place it leads us is to look to all of the things that are
done now that create uncertainty for investment. The more we can
do to reduce that uncertainty, the more forthcoming that invest-
ment will be, and the more willing private lenders will be to pro-
vide funds.

At any rate, I recognize the thrust of your question is more to
the problem of countries not being able to pay on their obligations.
I recognize that problem, but I do not think there is a danger of
collapse. What I am trying to do is call your attention, however, to
the fact that private institutions have been very alert to this, and
they have been pulling back.

In fact, if you look at the Polish debt, which you cited as having
increased very substantially in the last 10 years, I believe what you
will see is that while the private sector was very active in that for
a while, in the last few years the private sector portion has pretty
much stayed the same. It has been rolled over, and the increases
have come from Government-supported debt.

Senator KassesauMm. Do you see, though, the possibility with the
private financial institutions drawing back then a pressure growing
for Government loans, and again, the pressure brought to bear on
various foreign-policy decisions?

Mr. SHuLTz. I am sure there will be that pressure, and in some
cases no doubt we, to the extent we are involved, should accede to
it, but basically I think we should be pushing in the other direc-
tion, as I suggested in my earlier comment, namely, the direction
that says, let’s reduce the level of uncertainty so that the incen-
tives for private investment will be there.

It is this general level of uncertainty, I think, that has created
the conditions where the hurdles for investment have gotten very
high, and thereby discourage investment. So, I do not think just ac-
ceding to the idea that if the private sector is not there, that we
should come through with public funds. Rather, we should say,
why isn’t the private money there, and there are reasons. There
are things that you can do about it, and we ought to address those
things.

Senator KasseBauM. Do you have any observations on the role of
the International Monetary Fund [IMF] and its present structure
and the emphasis being given in the past couple of years to bilater-
al loans rather than multilateral funding?

Mr. SHuLTz. I think the IMF, the World Bank, and the other de-
velopment banks, the GATT, the OECD, all of these international
financial institutions and economic institutions serve very impor-
tant functions, and we need to work with them.

It is significant to me that in the Versailles summit discussions
and in the communique that I saw that came out of that, the
United States was able to find the agreement of its summit part-
ners that in proceeding with global negotiations on economic mat-
ters, the vitality and jurisdiction and integrity of these financial in-
stitutions should be preserved and the other summit partners agree
to that. I think it is a very significant thing.
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Senator Kasszmaum. I would like to leapfrog from that for a
minute to the Polish debt. I do not know if this has been asked, but
how do you believe we should handle the Polish debt?

Mr. SHULTZ. Well, first, to a very considerable extent the debt is
owed to private parties and they are struggling with their portion
of it and trying to determine how best to conduct themselves, to
preserve the maximum amount of flow of funds back to them. I
think we should certainly want to see process go on in private
hands and see what decision they make.

Senator KasszBauM. Poland had petitioned, I believe, to be a
partner in the IMF prior to this collapse or potential collapse. Do
you think it would be beneficial to encourage that participation
and the requirements set for meeting more responsible financial
accountings that might be requirements or would be requirements
of the IMF?

Mr. SHuULTZ. Well, in a general way, yes; but under the present
circumstances, with martial law, with dissidents imprisoned, with
the lack of any discussion with the church or with Solidarity, I
would not think it is time for that.

Senator Kassepaum. I would like to ask one other followup ques-
tion. I understand Senator Mathias brought up the question of Iran
and Iraq this morning.

Mr. SHuLTz. Yes.

Senator KasszBauM. I had asked you yesterday about that. It is
of concern to all of us, but one aspect that I would like to pursue to
which I don't know the answer is, do you see in this particular situ-
ation anything that propels a resolution to the Lebanese crisis?
Certainly it seems to me that the Arab nations must be very con-
cerned with the potential for Iran’s success in Iraq and the over-
throw of the Hussain regime. Where would they then go next?
There is that side of it. Do you see any opportunity in this particu-
lar situation that has developed there now in what looks like is
going to be an expanding war for a resolution in the present Leba-
nese crisis?

Mr. SHuLTZ. I think there are many incentives to try to deal con-
structively with the crisis in Lebanon, and we do not need an addi-
tional one on the Iraq-Iran border, but perhaps that will be of some
motivation to people. I do think that the Iran-Iraq conflict under-
lines the importance to them as well as to us of strong relation-
ships with the other Arab States in that region, and our assurances
of support to them, and our work with our friends in other parts of
the world who also have great concerns in that area, such as Japan
and Western Europe, that actually depend upon energy from that
area more than we do.

So, those are all things that I think we should be working at.

Senator KAssEBAUM. It seems to me the fragile relationships
there just simply cannot withstand not only the radicalized Pales-
tinians, if indeed they are scattered out, but the fundamentalist
Moslems. It is a potential that perhaps presents an opportunity to
pressure all parties concerned to come to some terms in Lebanon.
Perhaps not.

Mr. SeuLTZ. That is an interesting obeervation.

8
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Senator KassgBaumM. Is it an opportunity that you can see us
using to try to get everybody to sit down at the table with some
of heightened tension, that is, a pressure to come to terms?
. SHULTZ. Well, certainly it is desirable to resolve the issues as
rapidly as we can, and any strong reason that comes to hand we
should use in order to bring that about. Underneath it all, howev-
er, in terms of resolving, say, the Palestinian issue, there has to be
a resolution that stands a test on its own terms as being a reason-
able resolution of the issue.

Senator Kassepaum. Thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much.

Senator Sarbanes.

Senator SARBANES. Mr. Chairman, I had my round yesterday, but
I think Senator Zorinsky may not have. .

The CHAIRMAN. Senator Zorinsky.

Senator ZorinNsky. Thank you, Mr. Chairman.

Mr. Secretary, for the record, I would like to receive your com-
mitment to do all within your power to resolve the MIA/POW situ-
ation resulting from our Nation’s involvement in the Vietnam war.
Can you assure this committee of your continued commitment to
seeking a resolution to this painful problem that we have? There
will be many opportunities hopefully in the very near future, to do
a great deal more than we have done in the past. Would this com-
mittee have your commitment to continue to pursue the MIA and
POW situation? .

Mr. SHuLTZ. Yes, sir. _

Senator Zorinsky. Thank you.

George, I would like to say that the Secretary of State has tradi-
tionally set the tone for the entire foreign affairs bureaucracy re-
faarding the ability of Congress and the Committee on Foreign Re-

tions in particular, to obtain information and documents from
the executive branch. I have just gone through a traumatic experi-
ence in my attempt to obtain the Woerner report. I do not know if
you are familiar with that document.

Mr. SHuLTZ. You mentioned it to me when we talked.

Senator ZorINskY. I went to a great deal of painful endeavor, in-
cluding the threat of a subpena, in order to obtain that. The ability
of the committee to exercise effective oversight, to contribute to the
formulation of policy, and to respond adequately in time of crisis
depends upon sufficient and reliable access to information and
analyses of the Department of State.

Do you have any reservations about allowing this committee or
other committees of Congress direct access to information and anal-

i %::;lo;;esd ?er? your Department, should you be confirmed as

of State? .

Mr. SHuLTZ. I think it is highly desirable that relevant informa-
tion be available to the committee. It is part of the process of con-
sultation and the ability of people to form views that are based on
facts. There are obviously problems on certain kinds of material, I
think, exchanges of information that involve something provided
by a foreign government that is typically not shared.

Beyond that, I think that to manage any institution there has to
be a capacity to discuss things among a group of people without
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fee that you are constantly in a goldfish bowl. But subject to
what woulci think of as reasonable constraint, I would be in favor
of sharing information and working constructively with the com-
mittee. It is my understanding that Secretary Vance, in addressing
this issue, developed a set of guidelines designed to maximize the
flow and that these have wor reasonably well. It is my inten-
tion to continue them.

Senator ZorINSKY. George, you used the term ‘“relevant informa-
tion.” That is the of term I would use, because I am an elected
official, so I need that latitude. What is dyou.r defintion of “relevant
information,” and specifically what kind of information would you
think is necessary or appro&riate to withhold from this committee
or other committees of the Congress?

Mr. SauLTz. Well, I did mention the category of information pro-
vided by another government.

Senator Zorinsky. Well, what sort of information provided by an-
other government is typically not shared with the committee?

Mr. SHuLTz. Intelligence information. I cannot give you a total
rundown on this.

Senator Zorinsky. Is intelligence information any information
that may have a classified label?

Mr. SHuLTZ. Information that is provided by another country to
us in confidence.

Senator ZoriNsky. What happens, say, in the event of our com-
mittee being responsible to vote for a $500 million aid protgram
somewhere on confidential information as to the need of that
nation? Are you saying that we would be denied access to that con-
fidential information which would be important to our ability to
reach a judgment?

Mr. Saurtz. I think we have to have a capacity to say to another
government that if they provide us with information in confidence,
that we can preserve that confidence. Now, obviously, to take the
case that you mentioned, let’s say that there is a wish to have a
large aid grant in some country to build something or other, and
we are trying to persuade the committee and the Congress to go
along with that.

To say, we want you to go along with this but we are not going to
tell you why, or not give you any information about it, is not a
very persuasive position to be in. So, presumably, we will be forth-
coming with the reasons why. So, I would not see a problem in that
regard, but I do think that we must preserve the capacity to re-
spect the confidence of another country or we will not get informa-
tion from other countries.

Senator Zorinsky. I would point out that we do have code word
level briefings. We have had briefings that I think have set a con-
stant and continuous precedent of our receiving information from
other nations that evidently was given in confidence. Obviously,
the information was intended to be kept confidential by classifying
it at a code word level.

My concern is, Where is this all-encompassing computer that
spits out the word “yes” or “no” as to whether we have access to
information? Whose philosophy is going to be used as to whether it
is pertinent or relevant or needs to be known? My advice to you,
George, would be to recognize the fact that we are always placed in
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a position of having to respond to the electorate of this Nation
about why we vote certain ways in the Congress. We have to have
a logical reason, and that logic is derived from our ability to seek
and find out this information.

Mr. SHuLTZ. I understand that. I am supportive of that view-
point.

Senator Zorinsky. I also would like to ask whether your views
are such that you feel the nations of the NATO Alliance and Japan
should put a higher percentage of their own gross national prod-
ucts into their own defense. I ask that because we are constantly
told we are going to increase our exports in the free world market-
place. I am looking for a free world marketplace, and I am not
finding it out there. Because of our capacity with tax dollars to put
a defense umbrella over all of these nations, we allow them to
transfer more of their budgets into subsidizing their industry and
agriculture. This in turn, indirectly uses our money in the free
world marketplace against us.

For instance, Japan currently has $36 a pound sirloin steaks in
their supermarkets, while they deny us access into that market for
American beef. At the same time obviously we do a lot of import-
ing from them. In light of this, do you feel that currently they are
spending enough of their own budget for their own defense?

Mr. SHuLTZ. I believe the proportion of GNP spending by and
large should be higher. Saying that, I do not minimize at all the
fact that these levels of expenditure are very high. As a matter of
fact, one of the points that is most striking to me is that agreeing
with your observation on the desirability of a higher level of spend-
ing, and looking at the level of spending that we undertake here,
we have to say to ourselves and our allies, why are we spending all
of this money?

The answer is because of what the Soviet Union is doing. Then
you have to say to yourself, well, in the light of that, what sense
does it make to subsidize the Soviet economy?

Senator Zorinsky. I go one step beyond that to ask ourselves,
Why are we spending all of this money that we do not have, so
that we are operating in a deficit budget situation? I think it would
be preferable to let some of our allies operate with greater budget
deficits than to bankrupt the American people and our own econo-
my.

- Mr. SHULTZ. Well, I am tempted to make a comment about the
deficit and what should be done about it, but I will bite my tongue.
That now belongs to somebody else’s jurisdiction.

Senator Zorinsky. I may give you a proxy for my vote.

Mr. SnuLrz. I have enough problems where I am.

Senator ZorinNsky. One final question. You said you were going
to represent the President’s foreign policy, and he is going to pro-
vide the foreign policy for this Nation. Are you going to take any
iigegtiogs, either directly or indirectly, from the National Security

viser?

Mr. SHULTZ. Well, the President is my boss. He is the person who
will give me directions. I expect to have a good cooperative working
relationship, and I believe I do right now, with the National Secu-
rity Adviser.
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Senator ZoRINSKY. At one time, I had contemplated a bill which
would make the National Security Adviser subject to the advice
and consent of the Senate. I do not believe we need two Secretaries
of State. InthepastthlsNatlonhashadaproblemwnthtoomany
voices expoun foreign policy. You will be getting your foreign
policy directions from the President. Is that correct?

Mr. SuuLtz. Yes, sir. But I expect I will be working closely with
the National Security Adviser, the Secretary of Defense, and others
in helping the President formulate and execute his policies.

Senator ZoriNsky. Thank you.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much.

Senator Pressler.

Senator PressLER. Thank you, Mr. Chairman.

I do not think this microphone is alive.

The CHAIRMAN. Why do you not switch microphones? Something
must be wrong with it. Come over here to Senator Baker’s seat.

Mr. SHuLTz. The mikes always work better up near where the
chairman is. It is a law. [General laughter.]

The CHAIRMAN. Senator Pressler said he was going to conclude
his questions in this round, so I think that is an encouraging sign.

Senator PressLER. Yes. I wanted to finish some questions on nu-
clear weapons regarding four countries.

Yesterday you indicated that the risk of nuclear weapons prolif-
eration is of deep concern to you, and that as Secretary of State
you would seek to reduce the chances that peaceful nuclear energy
programs would become a platform for bombmaking. We on this
committee share this concern.

Mr. SHuLrz. I do not believe that is a direct quote, is it?

Senator PressLER. I do not think it is a direct quote, but that is
what I understood you to say. Is that right?

Mr. SHuLTtz. 1 think it is a good summary, but I am very sensi-
tlve about direct quotes. I do not think I used a word like ‘“bomb-

Senator PressLEr. Well, I did not put it forth as a direct quote,
butvlt is what you said, I thought or did you say something differ-
ent?

Mr. SHuLTZ. It is your paraphrasing.

Senator PressLER. All right. The spread of nuclear weapons is as
much a threat to global stability as is the growth of the United
States and Soviet nuclear arsenals. Indeed, the possession of a nu-
clear capability by other nations could well be the catalyst for the
superpower confrontation that we must avoid if we are to prevent
World War III.

For this reason I wish to continue my questioning from where I
left off yesterday.

As regards Argentina, since Argentina’s defeat in the Falkland
Islands there has been increased press speculation on that nation’s
interest in acquiring a nuclear explosive capacity. What is your as-
sessment of Argentina’s interest in developing nuclear explosives;
and gwo, what exactly do you intend to do to discourage such activ-
ities?
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Mr. SuurTz. Certainly any such activities should be discour-
gaged, and we ought to look to any means that we have at our dis-
posal to do so.

Senator PressLer. What steps in particular as Secretary of
State—well, first of all, what is your assessment of Argentina’s in-
terest in developmg nuclear explosives?

Mr. SHULTZ. I do not have in my mind a full range of intelligence
information on this particular subject, so I would rather not make
a statement about assessment, to make an assessment of something
like that. I would want to take that subject up and get it organized
and spend a considerable amount of time on it before I made an
offhand kind of comment.

Senator PressLER. Regarding South Africa, do you believe that
the United States should provide nuclear assistance to South
Africa under the current circumstances?

Mr. SHuLTZ. No.

Senator PressLER. The administration is contemplating the sale
of dual-use materials—that is, materials that can potentially assist
a nation that is contemplating a bombmaking program—to South
Africa. The materials in question are helium-3 and computers, nei-
ther olf which are under Nuclear Regulatory Commission export
control.

Do you favor restricting the sale of such dual-use materials and
technology to South Africa?

Mr. SHuLTZ. Yes. That question came up yesterday, and there
are aspects to it, and it was submitted to me, and there is a written
statement that will be here, I hope, by noon.

Senator PressLkr. OK. Probably this is true of Pakistan, also.
Last year in response to an administration request the Congress
approved a multiyear military aid package for Pakistan and
exempted Pakistan from the aid cutoff specified because of its en-
richments and reprocessing activities. Administration officials
argued that a forthcoming attitude on military aid would give the
United States flexibility in its efforts to deflect Pakistan from de-
veloping nuclear weapons.

Are there indications that Pakistan is being deflected from its
nuclear activities?

Mr. SHuLTtZ. Certainly the U.S. Government has made its posi-
tion clear, and the importance that we attach to this issue has been
made clear. The objective or one of the objectives in our work with
Pakistan is to rearrange the situation so that the incentives for de-
veloping a nuclear device are reduced.

Senator PressLer. What would you do as Secretary after, let us
say, 1 year, the Pakistanis have not altered their present course
which seems to be the development of such a weapon?

Mr. SHuLTZ. Well, we would have to look at all those circum-
stances and decide in the light of the facts that are there what we
should do. I cannot give you a list of 10 things I would do 1 year
from now about a thetical situation.

Senator PRESSLER. Yes, but what might some of your options be?

Mr. SHuLTZ. I do not know. We will see.

Senator PressLER. You have no possible concept of what some of
the options might be regarding Pakistan if they——

96-666 0 - 82 - 10
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Mr. SauLrz. Obviously there are lots of things that
butprec'uelga:vhattheywotﬂdbelyearﬁ'omnow
form and what I would judge to be
at this point.

Senator PRESSLER. In l974lndiademonstratedanuclearcam
ty. Do you feel that the United States should provide the Indi

ernment with nuclear fuels in addition to what
you believe that a cutoff of nuclear fuels to India would enhance
our nonproliferation rohcy” ?

Mr. SHuLTz. Well, I think this is a subject that is likely to be dis-
cussed with Mrs. Ghandi when she comes, and I will want to pre-
pare myself carefully for that meeting. I would rather not com-
ment until I have done that.

Senator PressLER. There is a belief in—at least I hear it from
constituents, and this in no way reflects on you—but a lot of voters
when I am out on the hustings express a belief that large corpora-
tions and large banks influence our foreign policy to a dispropor-
tionate degree—nothing illegal occurring, but I guess that this
would be part of the grassroots feeli about the Trilateral Com-
mission and the Council on Foreign Relations and so forth. More
basically it is a belief that big international banks and big interna-
tional companies influence foreign policy, and perhaps this commit-
tee, and the State Department, and administrations more than
they should.

And you have come from Bechtel, which is a big international
company, and I am not saging anything bad about that, and that
does not reflect anything bad about you, and I intend to support
you. But what do I say to reassure my constituents that our foreign
policy is not overly influenced by these large international con-
glomerates?

Mr. SHuLTZ. My observation, first of all, is that companies who
are selling abroad or investing abroad or working abroad on the
whole do a very good job for the United States, are good ambassa-
dors to the United States. I think international trade in general
makes a positive contribution to our life here in the United States.
So to me as I see this picture it is a great big fuss, and I think that
we should take note of that fact, that we are all as individual con-
sumers getting something out of it. That is the most important
thing, and, of course, that is the reason why companies do operate
abroad, that they are able to sell their products which creates jobs
here, and they are able to make worthwhile investments that dpay
dividends back here and support our balance of payments and so
on. All of these things go into that picture.

Now, insofar as our foreign policy is concerned, it is set by our
Government. Our Government consists of the executive branch, it
consists of the Congress, you, this committee; and you are open, I
am sure, to points of view and arguments and flow of facts that
come from a wide variety of sources, including companies who may
have information because they are abroad, and it seems to me that
is perfectly proper.

do not personally see any undue influence as far as my own
conduct of the office is concerned. Certainly I would intend to
listen to people who have experience abroad and things to report
and suggestions to make, but to many other sources as well. And

2
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the Government has available to it far greater resources for assess-
ing and obtaining information about what is going on around the
world than any private organization has.

Senator PressLER. Certainly. And some of these tasks require a
big company or conglomerate. As you know, Bechtel is one of the
partners contemplating the ETSI pipeline project in my State and I
think that has the support of most people in our State. It could not
be done if it were not for people willing to put up large amounts of
money through a large organization.

But I suppose Bechtel with two top Cabinet officers, may shift
more of their business to the international area, and if it does so in
a big way, there will be cynics who will feel that it is a result of
these high appointments. I know you have stated your position on
this many times very clearly; and it would be my view that you
very properly have disassociated ln):gurself from Bechtel. As a Sena-
tor from a rural State, I sense that there is a strong feeling that
these large companies and large banks have too much of an input
and influence on this committee and in the Senate and Congress
and elsewhere.

It would be my judgment that as Secretary you may find times
when that charge is brought up. I guess that I just would conclude
with that because I think you have already answered it very well,
as well as you can. It certainly cannot be held against you. But
there is a great concern among my constituents at least about their
inability to affect foreign policy in some instances. My colleague
from Nebraska stated some of those frustrations or at least some of
the policy results very well in his preceding questions.

I see my time has expired, so I have no further questions.

The CHAIRMAN. Thank you, Senator Pressler, very much.

Senator Tsongas.

Senator Sarbanes has yielded to you and will reserve his time
until later.

Senator TsoNGAS. Mr. Shultz, if I ever get nominated for a posi-
tion that requires confirmation, I am going to take your testimony
and memorize it.

Mr. SHuLTZ. You should be so lucky. [Laughter.]

Senator TsoNGAs. You are not supposed to be good at rejoinders,
so if you could keep that in mind, I would appreciate it. [Laughter.]

I would like to state for the record that I have a father-in-law
and a brother-in-law who used to work for Bechtel. I am not sure
that means anything, but just so it is on the record. I think the
Bechtel issue is basically a non-issue. I think Bechtel is a remark-
able company, and I questioned both of them about the political
orientation of Bechtel, and apparently there is not one. And for a
major company that is a plus given where they would be inclined
to go otherwise. So just put that on the record.

Mr. Shultz, have you read some of the press you have been given
the last few days?

Mr. SaurLtz. Not much. I have not had time. I have been here
and studying. I have seen a few of the articles.

Senator TsoNGas. Well, ¥ou have done remarkably well. I have
not seen this kind of press for anyone since the administration took
over.



When George Shultz appeared before the Senate Foreign Relations Committee to
bewnﬁrmduwyd&ate.onedtheprmplmuhnndem
Lloyd Cutler, counselor at the White House under President Carter.

Did you read this?

Mr. SauLtz. I heard about it. I did not have a chance to look at
the Times this morning.

Senator TsoNGas. I suspect Mr. Cutler has read it, but I will go
on.

In general, Mr. Sbullzmpported?rmntl!eagansfonlgnpohcydunngdn
confirmation hearings, including many of his excesses and stupidities. He could
scarcely have been expected to do otherwise.

I paused to allow a comment, but since there is not one, I will
continue.

Mr. SHULTZ. Mr. Reston is entitled to his opinion, but that does
not mean I share it.

Senator TsoNGaAs. Nor does it mean that you do not share it.

Mr. SHuLTZ. I tried to suggest otherwise yesterday.

Senator TSONGAS [reading]:

presence of Mr. Cutler tells us about Mr. Shultz’s a to his
ab namely that he recognizes that anmUmwd States forelgnps.?:fyhmnot

achwvedbyon alone or by a faction of any party, only by cooperation
ofmmm:hasbeentheforgmnpnnmpemtheﬁm
halfoftheReagan

I will skip the next couple of lines.

Mr. Reaganhastendedtobeperaonalandparhsanmhmforelgnpohcyappomt-
ments and judgments, probably not because he intended to be partisan but because
he just did not think much about it. His appointment of George Shultz is qmte dif-
ferent, and it is too bad he did not think of it before. Mr. Shultz has been around
Washington long enough and out of it just long enough to know that foreign pohcy
is too serious to be left to foreign policy professionals who as the years go by know
more and more about less and less, or to the partisan politicians who know less and
less about more and more.

[Laughter.]

But above all, Mr. Shultz knows that an effective foreign policy requires a consen-
sus between the parties.

And I would ask that the article be inserted in the record.

The CHAIRMAN. It will be incorporated without objection.
[The article referred to follows:]

[From the New York Times, July 14, 1982]
THE FORGOTTEN PRINCIPLE

(By James Reston)

WasHingTON, D.C.—When Geoe?e Shultz appeared before the Senate Foreign Re-
lations Committee to be confirm Secretary of State, one of the pnncxﬁlemmade
g rt:t his side was Lloyd Cutler, counselor at the White House under t

r.

In general, Mr Shultz supported President Reagan’s foreign policy during the
confirmation hearings, inclu ﬁg many of its excesses and stupidities—he could
scarcely have been expected to do otherwue But the presence of Mr. Cutler tells us

.
.
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ing about Mr. Shultz’s approach to his job: nam:}ly that he recognizes that an
effective United States foreign policy cannot be achieved by one party alone, or by a
faction of any party, but only by cooperation among the leaders of both parties.

This has been the forgotten principle in the first half of the Reagan Administra-
tion. Unlike Eisenhower, who seldom considered politics in his foreifn policy ?-

intments, and even Richard Nixon, who mted Nelson Rockefeller’s buddy

enry Kissinger as chairman of the National ts Council and then as Secretary
appoinenents and judgmenteprobably not besause ho iniended o be pareasn, ber
appointments and judgmen! y no use he inten partisan, but
because he just didn’t think much about it.

His appointment of George Shultz is quite different, and it's too bad he didn’t
think about it before. Mr. Shultz has been around Washington long enough, and out
of it just long enough, to know that foreign policy is too serious to be left to the
foreign policy professionals, who, as the years go by, know more and more about less
and less, or to the partisan politicians, who know less and less about more and
more. But above all, Mr. Shultz knows that an effective foreign policy requires a

consensus between the d;;arties.
President didn’t take this approach in the first half of his administration.

He blamed the Democrats for the lplight of the economy and the menace of the nu-
clear arms race, and all our troubles in the Middle East. And lately the Democrats
have been tempted to answer in kind and make things even worse by turning his
foreign policy failures to partisan advantage.

This, one gathers, is what Mr. Shultz is trying to avoid, for if the elemental strug-
gles over the control of nuclear weapons, the Middle East, and modern arms for
Taiwan become partisan issues, the past will certainly dominate the future and
nobody will gain except the Russians.

Senator Daniel Patrick Moynihan of New York recently warned against the dan-
gers of turning the puzzles and tragedies of foreign policy into partisan issues, par-
ticularly on the question of controlling nuclear weapons.

“It is absolutely necessary,” he said at Bi ton, N.Y., “that this issue be .
raised above partisan politics. If it ever divides the parties and hence the people, we
shall surely fall. . . .”

Mr. Shultz obviously agrees with this. He could not be expected to denounce Mr.
Reagan’s policies of selling some arms to Taiwan, or oppose the President’s sanc-
tions against allies who were selling American technology to complete the Siberian
gas pipeline to Europe. But his enthusiasm for using economic sanctions for political
objectives seemed to be somewhat limited in his testimony before the Foreign Rela-
tions Committee.

In his appearance there, Mr. Shultz ti through the political minefield. Israel
was our most reliable ally, he said, but the Arab nations were im t to the vital
interests of the United States, etc., etc. With the help of Mr. Cutler, he demonstrat-
ed that he is a master of the mysti?ing clarification, and by the weekend no doubt
he will be established on the seventh floor of the State De ent as the 60th Sec-
retary of State, with a g] view of the Potomac and all the monuments from
Mr. Lee’s house on the Virginia shore to the Capitol on The Hill.

The question, or so it seems here, is whether he will be able to restore, as General
Marahgll and Secretary Acheson and John Foster Dulles did after the last World
War, a fence of nonpartisan foreign poli?.

Mr. Shultz has many good comrades for such an objective. The chairmen of the
Foreign Relations and International Affairs Committees in the Congress are on his
side. Republican leader in the Senate, Howard Baker of Tennessee, though he
opposes President Reagan’s notion of sending American marines to Lebanon, is
probably the wisest politician in Washington today. And Mr. Shultz has at his
dis] , without doubt, the best professional diplomatic service in the world.

ut none of this will work unless he avoids a political struggle between the par-
ties. The Democrats are spoiling for a fight against the Administration’s economic
and foreign policies, but we have over two years to go before the next Presidential
election, and a partisan division on foreign policy between now and then could be a
disaster. George Shultz is obviously conscious of this danger, and may be the hope of
avoiding it.

Senator TsoNGas. I thought that was a very perceptive piece, and
I think part of the reason that people like me who disagree with
you on many issues are enthusiastic about your agpointment is the
sense that you are thoughtful and prmtlc, and that you have a

sense of how foreign policy must rise e partisan politics. And I
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would hope that that column would be something that does reflect
your views and that you take that very seriously.

You need not comment if you do not wish to, but I just raise
that. [Laughter.]

Would you care to comment on that? [Laughter.]

Mr. SuuLTz. I do feel very strongly that our foreign policy bene-
fits from having a continuity over the sweep of the decades, and
that it will only have that kind of continuity if it is broadly based,
which means bipartisan. It does not mean that everybody on every
side of the aisle has to agree with it, but since we are all basically
reasonable people and we like to believe we are, when we are talk-
ing about foreign policy we are talking about projecting our coun-
try and its interests abroad, that is especially a subject where it is
important to work hard to come together. So I do believe that an
element of bipartisanship, a strong theme in that regard is impor-
tant.

On the whole I think we have achieved a lot in that regard in
this country. Sometimes we have been more successful at it than
others, but there are threads that have woven through for a long
period of time; and I think the general support, for instance of our
NATO alliance, is an example. And it has been a bipartisanly sup-
ported alliance, and it seems to me that we can take some heart
from that. No doubt in part because of the NATO alliance we have
had a very long period of peace in Europe. So I take the idea of
bipartisanship very seriously, and that was one of the reasons why
in the rush of things to do the last few days as I have tried to pre-

re for these hearings I did make a special point of talking at

east on the telephone with all my predecessors. I was very pleased

that they all volunteered that they would be glad to give me their
counsel and hear about what we are thinking about, comment on
it, stand ready to initiate their own reactions. If they think of
something or hear of something that they feel is important to bring
to my attention, they have a way of doing it.

And certainly, as I said yesterday, I have the expectation of
being able to work closely with all the members of this committee.

Senator TsonGas. The reason I raised the point is I think the ad-
ministration spends too much of its time concerned about what
particular Senators think of them, and on particular issues, in es-
sence, trying to placate members of this committee or Members of
the Senate, and I would hope that you would not fall into that trap
the way it has been done before.

I have a few other issues that I will raise. I will touch on one of
them now, and I think the next round should finish me off.

AFGHANISTAN

When you were in my office you said that the Soviets are re-
spected—]I am paraphrasing, but you can correct me there—be-
cause they are not unwilling to use force; that in the sort of real-
politik th:egtapacity and willingness of a nation to exercise its force

respect.

Is that a fair restatement of what you said?

Mr. SuuLrz. Well, I would rather express it for myself if I could.
I think we have seen that the Soviet Union is militarily powerful
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gndt:las exhibited a willingness to use their military power with
rutality.

Now, I think that people see that and to a certain extent it
frightens them and has certain bullylike quality to it. And I think
observing that leads me to the conclusion that is, I think, very
widely shared and which I tried to express in my testimony, that
we should be realistic about what is going on, we should look to our
own strength, and while we do not—we are not aggressive, we are
not looking for confrontations, we should be firm, and at the same
time having said that, be prepared to have the strength to negoti-
ate from our strength.

Senator TsonGgas. Do you think from a Soviet perspective that
their invasion of Afghanistan was a worthwhile policy decision
given what they wanted to do at the time? Not from your perspec-
tive but a Soviet perspective, given what their needs and objectives
were, was that an appropriate or an effective decision on their
part" “Appropriate”’ has a value judgment.

Mr. SauLrz. They seem to be having a great deal of trouble in
oontrollmg Afghanistan, and once again I think we see the sort of
essential indomitability of people who do not want to be ruled and
brutalized. The Afghan people have been very valiant in that
regard, just as I think when we look at Poland we see that the
Soviet Union may be able to dominate Poland militarily, they are
absolutely unable to dominate the spirit of the Polish people which
remains strong.

Senator TsonGAs. There are some of us who feel that we should
supply arms to the Afghan rebels to the extent that they desire
them. Would you share that view?

Mr. SHuLTZ. I think we need to be clear to the Afghan rebels
that we support their cause. We have opposed the Soviet move into
Afghanistan, and precisely how we manifest that support in a ma-
terial way is a subject that bears a lot of thought and discussion.

Senator TsonGas. After all these years do you think enough
thought and discussion have gone into it to warrant a conclusion?

Mr. SHuLTz. Yes.

Senator TsONGAS. Any hint at what that conclusion might be?

Mr. SHuLTZ. I have some thoughts on it.

Senator TsonGas. I quit.

Thank you, Mr. Chairman.

Senator BoscHwITz [presiding). Senator Cranston, are you next?

Senabor CrANSTON. Yes, I am

Mr. Shultz, I believe that there is one issue that transcends all
others regarding the responsibilities of the Secretary of State. That
is the issue of nuclear war. I cannot really believe that anyone as
intelligent as you very plainly are can be benignly indifferent to
the spread of nuclear weapon capacity around the world. So I do
not believe you are. And yet some of the answers you gave to me
and to Senator Glenn yesterday troubled me deeply.

I believe that concerted efforts to restrain the spread of nuclear
bomb production capability around the world has to be one of the
most serious goals of any Secretary of State. There are now six or
seven nations that possess nuclear weapons. Unless we develop
more effective national and international policies and safeguards,
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there will soon be a dozen or more nations with the bomb, and the
danger of nuclear war will be greatly increased.

I grant that present nonproliferation policies that we are pursu-
ing are not working very well for several reasons—partly because
we and the Soviets are failing to restrain ourselves and our failing
to reduce our own stockpiles. We are not reducing our own reliance
upon nuclear weapons. We are therefore not setting a very good ex-
ample for other nations. We are not keeping some commitments we
made to other nations when we signed the Non-Proliferation
Treaty and therefore, it is difficult for us to lead the world in this
most momentous of all issues.

In an address to the Business Council on October 4, 1978—the
same year that the Senate passed the Nuclear Non-Proliferation
Act by a vote of 88 to 3 and the House passed the legislation unani-
mously, 411 to 0—you complained about “policy efforts” which you
said “were taking us out of the leadership position in the world de-
velopment of nuclear power.”

Could you explain what policy efforts you opposed?

Mr. SuuLrz. It seemed to me, trying to remember back to those
days, that we had had a kind of off-again, on-again approach to the
Japanese in our attitude toward supplying them with the enriched
uranium that we had committed ourselves to supply them, using
that as a device to force them into a certain line of behavior as to
reprocessing their fuel. I am just trying to remember. I may not
have it exactly straight.

It seemed to me that that off-again, on-again approach to the
Japanese was almost certainly going to be counterproductive, that
in the end what it would do would be to drive them to other
sources of enriched uranium, to other sources of information about
reprocessing technology which they are perfectly capable of get-
ting—after all, they are a talented group of people—and that in
the process we would wind up in a sense losing contact, and that it
would be much more preferable to maintain that contact and to
wrap it into understandings reached through discussion with them
and agreement with them about precisely how this technology
would be used and to develop safeguards that would keep it into
the category of peaceful uses, uses for the production of power.

So that is an example of the sort of thing that I had on my mind.
Let me say that if I left the impression in my conversation with
you or Senator Glenn that I have a cavalier attitude toward this
subject, I welcome the chance to correct it, and correcting it, I
would subscribe to the general statement that you made in your
statement of your own views leading up to the question you raised.

Senator CRANSTON. Thank you. I think it is very important that
the record be very clear on that point.

Yesterday you indicated to Senator Glenn that you would favor
the United States sharing our most sensitive nuclear technology
with direct nuclear weapons applicability with such nations as
Japan and West Germany.

Mr. SxuLrz. I also—

Senator CrRaNsTON. Do you question my question?
ahle\ad;d SHuLTZ. I am sorry. I thought you were finished. Please go
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Senator CRANsTON. Your response to Senator Glenn would seem
to have indicated that, and if that is your position, it would seem to
be inconsistent, I believe, with U.S. law and nuclear export regula-
tions. Under section 307 of the Nuclear Non-Proliferation Act, sec-
tion 129(2Xc) of the Atomic Energy Act as amended, it is illegal for
the United States to engage in any nuclear trade with a nation
which agrees to “the tranger of reprocessing equipment, materials,
or technology to another nation.”

So U.S. law requires the application of sanctions against other
nations that undertake sales and technology sharing, yet you ap-
parently advocate that the United States engage in that sort of
sales and technology sharing. .

Is that what you advocate, and if that is the case, is that not in-
consistent with present American law?

Mr. SuuLrTz. 1 believe the technology being referred to is technol-
ogy for the reprocessing of spent nuclear fuel so that it can be
reused or y reused to continue the production of electric
fower. I believe that is the technol we are talking about. At

east that is what I had in mind when this question was raised.

The process through which that might happen, if it happens, at
least as I would envisage it and understand it, would be a process
of negotiation with the Japanese through which there would be a
clear understanding of how they were going to use that technology
and the question of whether, if at all, they would sell or otherwise
make available to anybody else that technology.

Senator CRANSTON. The problem is that reprooessin§ technology
is the technology used to extract plutonium for nuclear weapon
production. So if we transfer that capability to another nation, we
are taking an action which if taken by another nation would cause
us to agp y sanctions inst them.

Mr. SHuLTZ. I don’t feel anywhere near fully qualified to get into
a technical discussion of how nuclear weapons are produced, but it
is my understanding that from the standpoint of getting weapons-

e plutonium, the way to get it is through putting the basic fuel
into a nuclear reactor, and you do it very quickly, you don’t leave
it in there in the way that you do in a nuclear powe?lant. By the
time you put the fuel into a nuclear powerplant and you have it
used, as I think in the discussion with Senator Glenn it was
brought out, there seems to be a greater and ter life to a given
fuel. In other words, the efficiency, so to s has improved more
than peorle thought, but the longer you use it, the less usable it is
or suitable it is for weapons-grade plutonium.

To put it another way, if what you are trying to do is produce a
weapon, you wouldn’t go about it that way, you would go about it
in an entirely different way. Now, as I say, I don’t pretend to be a
real expert on this by any means, and you and Senator Glenn both
know a great deal more about this than I do and I would be glad to
be instructed by you, but that is m¥ understanding of the situation.

Senator GLENN. Would you yield

Senator CRANSTON. Sure. I will yield to John Glenn.

Senator GLENN. All I wanted to say was you can do it either way.
Ideally you come out with the purest substance for a nuclear
weapon core if you do it using reactor fuel with the smaller
amount of irradiation that you were talking about. You still can do



the same thing, though, with fuel that has been in the fuel rods in
anuclearelectru:generahngplant are out
processed. It is just that the spent has a lot more impurities
and is a lot more difficuit to handle and things like that. So you
can do it either way.

the method of having a powerplant use up the fuel and reprocess
it, that would not be the way they would do it They would go
about it in another way

Senator GLENN. Thatlsnotthexdealwayatall.

Senator CRANSTON. Yes, that is not the ideal way.

Do you support or oppose U.S. sales ofennchment and reprocess-
g:gr?lants which can be used for producing nuclear weapons-grade

e

Mr. SHuLTZ. Well, of course “can be used” is a phrase that is sub-
ject to a lot of interpretation, but certainly I believe that it is not
in our interest or in the interest of the safety of the world to have
aspteadofnuclearweapons I think that is the starting point. It is
in our interest to see peaceful nuclear power used, and it is cheap
and it is efficient and it is safe.

Now, I think that we don’t want to compromise on the problem

ge roliferation. It is a very serious point.

nator CRANSTON. Well, the problem plainly does lie in “can be
used.” Once that capacity exists in the hands of another nation, we
cannot be certain that it will not make a decision to use that capac-
ity. So the objective of the laws that Senators Percy and John
Glenn and I have played a key part in writing is to try to reduce
the spread of that capacity, since we cannot be certain what will
happen once it spreads.
happens to be one of the areas where we and the Soviet
Union see pretty much eye to eye. As a matter of fact, it happens
to be one of the few places where they have a better record than
we do. They are more restrictive than we are in providing nuclear
technology to their allies, though I might add not for a particularly
good reason: the reason is they do not trust their allies.

The Soviets are rarely careless in their nuclear export policies.
For example, had they given a nuclear capacity to Poland, they
would probably be even more alarmed than they are over the pres-
ent developments in Poland. But it is that sort of situation that
leads to the need for a sound nonproliferation policy, for a better
policy than we presently have. I said at the outset that we do not
now have a policy that is working very well.

So I ask you for your opinion on how we deal with this problem?
How do we stop other nations from engaging in imprudent nuclear
trade, from, in effect, offering the bomb on the market to all
takers? Such trade can be very harmful to our national securi :ly

Mr. SxuLrTz. I think the way we do it is by being extrao
careful about just the technology you are talking about, by carry-
ing into any discussions the point of view that you have espoused,
but at the same time I think we are unlikel f‘; to really achieve our
objectives unless we are able to engage with countries like Japan
or Germany, that have great capability, and work out firm agree-
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ments with them about how we are all going to behave in this

regard.
. We don’t have a monopoly on knowledge or ability in this field.

You mentioned the Soviet Union, and the French are very ad-
wvanced in all of these matters. They have a breeder reactor that is
operative and impressive, and it is only an example of the fact that
while we have tremendous technical capabilities and we are ad-
wvanced in some areas, others are too, and I don’t think we can
expect that we are going to achieve the objectives that I share with
you by any assumption that we are able to control this knowledge,
that is, control it in the sense of denying it to other people, because
they are smart enough to figure it out for themselves.

I think we will do better by having very strong understandings
with key countries such as Japan and Germany about this technol-

and how it will be used and where it will go.
tor CRANSTON. I, of course, recognize that the knowledge is
out. We have no monopoly. Others have it or will have it.

Mr. SHuLTZ. They can get it.

Senator CRANSTON. Can get it. But certainly the best way to curb
the spread of sensitive nuclear technology is not for us to try to
hold the lead in nuclear sales development. I don’t think you are
saying that. You are saying we need a common policy worked out
with other nations.

Mr. SHULTZ. Exactly.

Senator CRANSTON. I agree with that also. I think we have not
yet found a common policy that works. The International Atomic
Energy Agency lacks the authority and the ability to inspect in
ways that we can rely upon. So presently we are dealing with an
anarchistic situation.

As you and Senator Glenn discussed yesterday there is at present
no one in the Federal Government with the principal responsibility
for overseeing nonproliferation initiatives. Counselor Buckley, who
is present today, and Under Secretary Kennedy have other more
prominent responsibilities, and James Malone, who doesn’t have
the confidence of a number of members of this committee, has
lameduck status in the Bureau of Oceans and International Envi-
ronmental and Scientific Affairs.

Will you see to it that the appointment of a full-time professional
charged with overseeing nonproliferation efforts will be a high pri-
ority in the early days of your tenure? Hopefully, this can be some-
one with creative intelligence to apply to a problem that we have
not yet managed to zero in on adequately?

Mr. SHULTZ. Yes, sir.

Senator CRANSTON. Thank you very much.

The CHAIRMAN [presiding]. Secretary Shultz, I would like to say
that Senator Cranston has for as many years as I can remember
held bipartisan luncheons on the subject of nuclear proliferation
and the nuclear problem. They have been of extraordinary value. I
know he would want to have you as a guest sometime at those
luncheons. I think they have contributed immensely to our under-
standing of the nature of the problem, and your statements have
been very reassuring to us.

Senator CRANSTON. Thank you.
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. The CHAIRMAN. Senator Glenn and I had the pleasure of author-
ing together—I am not sure it was a pleasure, because it was a
tough law—the nonproliferation law in the Governmental Affairs
Committee, and he has worked hard to try to stop proliferation. So
itisa subject of immense interest to this committee, and we think
it is the overriding issue facmg humanity today.

I understand that most o dyom' remaining questions are in this
area. We are nearing the end, I believe, over on this side. Senator
Boschwitz, I believe you have about 10 minutes. Then if you run
over a few minutes—well, you can finish up today.

It does not appear that we will be able to finish up before lunch.
We will take a break at an appropriate point. But it does appear,
just in tallying and talking with various members, that we will be
able to finish this afternoon, and we will just proceed along that
line, then.

Senator Boschwitz.

Senator Boscuwrrz. Thank you, Mr. Chairman.

Mr. Secretary, as we discussed in my office, and I have been here
now about 3% years and on this committee for about a year and a
half, during my 3% years you will be the fourth Secretary of State.
As my friend, Senator Biden, pointed out, he is getting tired going
to all these hearings. I am, too, and I think it must be difficult for
our friends and allies and foes, and wherever people are in between
friend and foe, to have a good sense of continuity of our policy and
to figure us out with such changes.

It would be my hope that during the next 6% years of the Presi-
dent’s term, presuming that he will be reelected, as we both pre-
sume, that you will be with him and that we will have that con-
tinuity once again, that you will be on for the duration.

Mr. SuHuLtz. To the extent that I have it in my power, and Lord
mllﬁulllg,lamheretoserve I will serve as long as I fe€l I can be

Senator BoscHwrrz. I really do think it is an important point. I
think I mentioned yesterday that assistant secretaries turn over
almost as fast. It must be very difficult for the world to gather
which way we are going.

Let me talk for a moment about the Persian Gulf, Mr. Secretary,
because that, as you know, is a very essential part of the world. It
is the particular area of the subcommittee that I chair. Regarding
Saudi Arabia, in 1973 oil accounted for 55 percent of all energy
used in the free world, and approximately two-thirds of that oil
came from the OPEC nations, so that the OPEC nations provided
about 35 percent of the total free world’s consumption of energy.

In 1982 oil accounted for about 44 percent of the energy usage in
the world, as opposed to 55 percent in 1973. The OPEC share of the
oil had gone from 65 percent in 1973 to 41 percent in 1982, so that
OPEC accounted really now for only 18 percent of the free world's
energy usage, which is a very sharp decline, by half. It was 36 a
few years ago.

Saudi Arabia has had an interesting metamorphosis in the whole
thing. Saudi Arabia in 1970, I think, had a total gross income of $1
billion or $2 billion from its oil. Last year it had an income of
almost $120 billion from that oil.
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Do you see in that enormous increase, as we saw it was a factor
in the undermining of the Shah, do you see any instability having
develo in the Saudi society because of that enormous increase
in funds? And then we will go back to the energy question.

Mr. SHuLTtz. No, sir. In general I think they have handled it ex-
traordinarily well.

Senator BoscHwiTz. And you see no instabilities having arisen in
a country of 4 or 5 million people with a budget of that scope?

Mr. SHULTZ. My impression is that if there are threats to the sta-
bility, they originate outside Saudi Arabia and not inside. That is,
the people are concerned about a religious threat. The Saudi Gov-
ernment has been very alert and conscious of the importance of the
religion in that country, and of course they regard themselves with
Mecca in that country as a fountain of the Moslem religion. So the
problems that were felt by some in Iran with the Shah I think are
much less so in Saudi Arabia.

Senator Boscawrrz. I make those remarks and ask that question
because, as I understand it, the budget in Saudi Arabia is approxi-
mately $90 billion, and if we were to extrapolate that and compare
it to the budget in our country where we have 50 times as many
people, the budget in this country would not be $770 billion, as we
are proposing, but $4.5 trillion.

Mr. SHuLTZ. Don’t let the Members of Congress know that. [Gen-
eral laughter.] :

Senator BoscHwrTz. Do you think we could spend the money?

Mr. SHuLTZ. Oh, yes.

Senator BoscHwrTz. So, if we were to spend that kind of money
in this country, that would make enormous structural changes in
our country, and I understand—well, I am not sure that their reli-
gion is more basic to them than it was in Iran. It certainly seems
to be very basic to the Iranians.

Do you feel that they have handled this great growth from §$1 bil-
lion or $2 billion in income in 1970 to $120 billion in 1982 well, and
that it has not in any way undermined or weakened some of the
fabric of their society?

Mr. SHuULTZ. Yes; I think basically it has been handled with
thoughtfulness and skill. That isn’t to say there hasn’t been some
money wasted here or there or problems, but by and large I think
it is quite an impressive performance.

Senator . Mr. Secretary, I outlined the decline of oil as
a source of energy to the world and the decline in OPEC’s partici-
pation in the declining use of oil. Saudi Arabia in 1969 produced
about 15 f)ercent of OPEC’s oil. By 1977 that had risen to 30 per-
cent. By 1981 they produced 45 percent of OPEC’s oil, and indeed,
during some of the periods, ajmost half. Now they are back down
to about 35 percent of the total OPEC production.

Their own production, as reported by the American Petroleum
Institute, is 9.8 million barrels a day last year on the average, and
is estimated for this year between 6.5 and 7 million barrels a day,
and I understand is presently at about 6.2 million. They use about
half a million barrels a day and they export, as you well know, the
balance.

The net result of all of that is that their income is going down,
and in 1982 their income will probably be about $40 billion less
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than it was in 1981. I understand that their budget as announced
in May—and a ntly they have a May fiscal year—is going to
be $92 billion. So as they had in 1977 and 1978 prior to the oil price
rise of 1979-80, they may have deficits in their country because
they are notuioing to take in $92 billion. By my figures they will
have a $20 billion shortfall, $15-20 billion shortfall

On the other hand, they have a very large accumulated surplus
of $120 billion, and one fellow I talkeg to said that even assuming
the prices hold where they are, that with their budgetary growth,
by 1987 they may eat through most of that surplus, and it is hard
to tell what happens, if Iran and Iraq get wound up and decide to
stop fighting and start producing oil again and flooding the
market, what that will do. As far as I can gather, there is a 14, 15,
perhaps even an 18 million barrel a day surplus in production
around the world today.

Having said all that, my question is: What are the consequences
of a developing imbalance in the Saudi budget? The questions that
arise relate to what kind of adjustments will the Saudis have to
make because of that and their capability for doing so.

Mr. SHuLTZ. Well, first, I think you have to consider the rate of
return from the accumulated assets they have before you consider
a rundown in the volume of those assets. You mentioned the figure
$120 billion. I don’t know what rate of interest you think you could
get on that, investing it around, but anything, take a round
number, 10 percent—and you probably ought to be able to do
better than that—that is a lot of money coming in that you can use
before you have to consider drawing down on your capital.

All I am pointing up here is that I think the Saudi Government
is quite solvent.

nator Boscuawrrz. Oh, yes.

Mr. SHuLTZ. And they have the capacity to develop their plans
and carry them through. I am not worried on their behalf about
their solvency. I do think that you point up a matter of tremendous
importance in giving this history of what has happened to the use
oofpgl(l) and the proportionate importance in the total picture of

It seems to me what we are seeing is a fairly typical pattern of
what happens to an international cartel over a period of time, par-
ticularly when the price goes up very rapidly to a very high level,
and fundamentally it is a question of the market going to work on
the subject and alternatives coming into play, not only alternative
sources of oil but ways of producing it and alternative ways of serv-
ing the use that the oil made in the first place.

the proportionate use is declining, and then as that takes
place and as OPEC seeks to be the sort of disciplining force in the
market, they become less and less of a factor in the market and so
their ability to control becomes less and less. So I think these are
trends that are predictable. They are in OPEC striving to maintain
their control, and I think you cited some figures on the variation in
Saudi Arabia’s proportion. That rise in their proportion was, I be-
lieve, due to a perception on their part that the price was going up
too fast and so they flooded the market deliberately in order to dis-
cipline the price and keep it from going up further and more rapid-
ly, and I think that it was in their interest to do so.
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So I do think the background you presented is of powerful impor-
tance as we look ahead, say, over the next 5 to 10 years and consid-
er what may be happening to energy prices.

Senator . Do you perceive that the decline in OPEC
therefore will continue?

Mr. SHULTZ. It depends a little on what other people do. I think
it would be very constructive, for example, in this country if we
would decontrol the price of natural gas, just as I think we benefit-
ed tremendously by Enally decontrolling the ﬂ;ioe of oil. And when
you do that g:u put into place new forces that tend to bring the
market into better balance and I think will benefit us and get the
price of oil and gas into a more market-related basis.

Senator BoscHwiTz. But do your feeling with res to OPEC,
assuming things as you now see them, that it will become less or
more influential? They seem to be unable to discipline themselves.

Mr. SHuLTZ. Well, they have done a reasonable job of dlscolé)lmng
themselves. They have brought the volume of their production
down, and the capacity overhang right now is very substantial. I do
not know what the latest are for total OPEC production. I
suppose it is on the order of 18 million barrels a day or something
like that. I just do not watch that figure very closely.

Senator . It was 31 or 32. '

Mr. SuuLTzZ. It has been up in those regions. I think if you made
an estimate of capacity and you included Iran and Iraq in that po-
tential capacity, you would probably be up in the range of 40. So
that is a big over on the market and a problem to control.

But they have controlled it to this point. I think it is a very im-
portant matter to keep track of and it has a lot of big imggications.

Senator BoscHWITZ. I do not mean to suggest that the Saudis are
going to go bankrupt, as we were discussing before.

Mr. SHuLTZ. Of course, one of the factors that is somewhat un-
known is the degree to which the falling use of oil is a result of
relatively low economic activity around the world and the extent to
which it is a reflection of the price elasticity of that commodity,
other things being equal. While we know there is a lot of both, dis-
tinguishing amox‘lg those two factors precisely we are not able to do
as well as we would like. '

Senator BoscHwrTz. Mr. Shultz, departing for a moment from
that subject to international trade, you over a long period of time
have made a series of statements, some of which I heard in this
committee, with respect to light switch diplomacy, and that we
cannot use trade as a tool designed to alter the domestic policies of
other countries. I have a series of quotes on that.

Are you going to be part of the meeting tomorrow concerning the
long-term agreement with the Soviets on grain?

. SHULTZ. Not that I know of. I am not going to take part in
any meetings unless—I will not say until—unless I am confirmed
by the Senate and sworn in. Then I will take part and not until

n.
The CHAIRMAN. That is the strongest incentive that we have for
getting you confirmed promptly.
. Senator BoscHwrTz. It is.
I know that many Senators have asked you questions in the area
of foreign trade. I would hope that those feelings would continue,
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because certainly out in Senator Percy’s part of the country and
mine so much depends upon the whole agricultural sector that de-
livered a $26 billion trade surplus during the past year, and it will
probably do somewhat the same this year, but could do much more
if the prices were more attractive. And we are selling more goods
but getting less for them.

It would be my hope that we would be able to work out some
form of agreement with the Russians. One of my predecessors from
Minnesota, Senator Humphrey, used to say that we should sell
them anything they cannot shoot back at us, and that since we do
not make them loans and since we are not giving it to them, if they
use more of their resources on food and consumable items such as
that, the less of their resources they can use for other goods.

Do you continue to hold the view with respect to trade as your
general approach, without—I understand that circumstances that
arise in the field of international affairs might color a specific in-
stance. But do you continue to hold those views with respect to
foreigu trade?

Mr. SHULTZ. As a general proposition, I do. I have reread that
article and I do not retract it. I sometimes regret that I seem to
have written so much. It gives everybody lots of ammunition. On
the other hand, since I have talked a lot and it has been made
available to you, at least you know what you are getting. I basical-
ly think what I think.

Senator BoscHwITz. One of the sources of funds certainly in
American money markets and other money markets has been some -
of the large surpluses that the Saudis have developed. In the event
they begin to have deficits or begin to recall some of their capital,
wﬂiN' 11:;118 have an effect on our money markets, in your judgment,

o.

I know that very often there is talk about the Saudis using the
financial weapon against the United States. Do you put much cre-
demﬁ?m their ability to use such a financial weapon or that they
wou

Mr. SHuLTZ. Well, they have not talked about it. Other people
have talked about it, but they have not. Their behavior in financial
markets has been respons1ble and skillful. I think most people who
are in the markets would agree with that.

I would go on and say that they have a big stake in those mar-
kets, and so the alternative of using their wealth to throw the mar-
kets into chaos, which I do not think they could do, but if they
tried to do that, they would hurt themselves as well as other people
because they have such a big amount of money there.

Senator Boscawrrz. I quite agree, Mr.

I have one final statement. It is almost not a questlon, Mr. Chair-
man, but a statement. I noticed in today’s New York Times that
the toll of Lebanon dead and injured is still uncertain. In the chaos
of war, there are many figures floating around, some that seem
low, others that seem very high.

It would be my hope that after your installation as Secretary yo
will make an effort not only to learn but to make public the actual :
toll that has taken Place in Lebanon, so that we can get a clearer
view on that basis of what has happened there.
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Mr. SHuLTz. Yes, I certainly will. I have been following that
myself. I asked our intelligence people to tell me what they can
and what is available without any classification on that.

The thing that strikes me is that all the estimates show that
there are substantial civilian casualties, but the variation in esti-
mates from credible sources is tremendous. I suppose the net of all
that is that you have to say that you do not know. What you do
know is that the losses are very substantial, but you cannot credi-
bly put a number on it right now.

Senator BoscHwirz. Thank you very much.

Thank you, Mr. Chairman.

The CHAIRMAN. As I understand it, that does complete all of your
questions?

Senator BoscHwITZ. Yes.

The CHAIRMAN. Senator Dodd.

Senator Dopp. Thank you, Mr. Chairman.

Mr. Secretary, as I have been listening to you for the last day
and a half now, one of the things that has struck me is, I guess one
of the healthiest aspects of our form of government, and that is the
sort of revolving door, that power and influence in this city is not
eternal. It is not a question of when you lose power, but when you

do.

One of the things that I take some solace in is I think you come
to this job having held others in other administrations and you are
going to be more concerned, I think, about performing the func-
tions of the job which you are about to assume, with the full knowl-
edge that at some point it will end and you will go back to normal
living. I sense a certain amount of confidence that you have in
yourself, and that makes me feel good, even though we may have
some disagreements.

There has been very little discussion of your immediate predeces-
sor here in the last couple of days. I do not know whether he is
watching or listening at this very hour, and he may find the source
of what I am about to say somewhat surprising, in light of some of
the differences we have had over the past year and a half. But I
was thinking this morning about the Mark Anthony speech in
“Julius Caesar,” when Mark Anthony says: “The evil that men do
lives after them; the good is oft interred with their bones.”

So let it be with Haig, in a way. He has been criticized for a lot
of things, and I suspect the failure that caused his resignation had
more to do with the fact that it was a marriage not made in
heaven more than any single policy decision.

I say that because I happen to feel that Secretary of State Haig
did a very good job in a lot of areas: in Africa, in the Far East; I
think he was on track in the Middle East. In arms control I think
he was moving in the proper direction.

He had good people around him, some excellent people. Maybe
that is something I should not say, because that .may seal their
fate, having come from me. But I happen to feel he had a darn
good team with him. .

The one area where I have had strong disagreements with him is
the area of Latin America. In my conversation with you the other
day, you were candid enough to suggest that it was an area in
which you did not have a lot of experience, that you knew other

96-666 0 ~ 82 - 11
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parts of the world better than you did Latin America, that you had
traveled there but you had not really focused your time on that
area of the world.

Mr. SuuLtz. I think I was particularly commenting on Central
America. 1 have not had the opportunity to be much involved
there. I have traveled and worked extensively in a number of coun-
tries in South America.

Senator Dopp. The reason I say that is I would like to think that
with a new face there is also time for new thinking, possibly, or at
least an assessment of old thinking, to determine whether or not
the policy direction in which we are headed in that part of the
world is a proper one.

You said, in response to a question, I think from Mrs. Kasse-
baum, that you believed that the fundamental issue in Latin Amer-
ica should be of a political nature and not a military one in terms
of solution. I applaud you for that comment. That has been said b
others in the past, and I fear far too often it has been dlsregarde({

M:l'. SauLTz. I wonder if I could put that point again as I under-
stand it.

Senator Dobbp. I wish you would.

Mr. SHuLTZ. Namely, that for economic development and prog-
ress and all those things we want to take place, there has to be
some stability. Therefore, the countering of the guerrilla and insur-
gency movements that tend to be very disruptive is an important
thing to do, so that a government that is duly constituted can
create a stable and lawful situation in which the society has a
chance to progress.

Having said that, I think that in the long run you do not really
resolve the problems unless you say to yourself: The real issue, now
that we have some stability, is to progress economically and work
on that. I recognize that I am sort of amplifying what you said, but
I do agree with the importance of both dimensions, particularly the
economic dimension, once we can get some stability in the situa-
tion.

Senator Dopp. What I would like to do is ask you a couple of
questions about Latin America and then take a short tour with
you, if I can, through some of the specific countries and solicit your
opinion on what we might do in each one of those cases.

As background, I mentioned that I had my difficulties with your
predecessor over the policy in Latin America. I do not think this
administration viewed the situation in Latin America much differ-
ently than its predecessors over the past 20-odd years, for the
simple reason that we have been incapable really of looking at the
region without first looking through the prism of Cuba.

Not that Cuban influence is minimal. It is significant. But I
think it has sort of paralyzed us in a way, in terms of making the
kinds of policy decisions that recognize the realities as they do
change. I think that is the problem. I am not sure how we over-
come that. But I sense that everyone has a difficulty in dealing
with the region in a foreign policy context because of that.

Let me just ask you generally this: the question of where the
Central American or Latin American interest ought to fall in
terms of the priorities of our foreign policy. Can you give me some
sense of that in your own mind? How important is Central and
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South America, the Caribbean Basin, to us? You have had some
time to dwell on that over the last few days.

Mr. SuuLTz. These countries are our immediate neighbors, and I
think, as in any situation, your neighbors are very important to
you, and we have to look at it that way. They are our neighbors,
and we must pay special attention therefore.

Senator Dopp. What do you believe to be the Soviet intentions in
Latin America?

Mr. SHuLTz. The Soviet contention? Well, I think the evidence is
that the Soviet Union has been a strong supplier of arms that have
come to Cuba, and from Cuba they have gone to other countries,
right now principally Nicaragua; and that on the whole these arms
have been put in the hands of people who have been very disrup-
tive.

I am just describing what has happened.

Senator Dopp. I know you are describing what has happened.
But I am asking you what you think their short- or long-term in-
tentions are in this hemisphere.

Mr. SHuLTZ. Well, the effect of their actions has been to cause
turmoil and make for difficulty to attain stability and to develop
the conditions under which people can have economic growth and
prosperity.

Senator Dopp. Do you believe that the Soviet Union, through
their surrogates, principally Cuba, are primarily responsible for the
turmoil in Central and South America?

Mr. SHuLTz. They have contributed powerfully to it. Certainly,
the turmoil also feeds on poverty and on a sense of hopelessnes
that may come to people if they do not see any progress. That is
why in our discussion a moment ago both you and I put emphasis
on the fact that there are two sides to this coin: One side is to
attain some element of stability; the other is to make use of such
an environment to gain progress.

So stability is a necessary condition. That is the image that I
used yesterday. But it is not a sufficient condition. There are other
things that have to contribute.

Senator Dopp. The reason I raise that is because I have sensed a
difficulty—and again, I do not just mention this administration, be-
cause I think it has been others as well that have confused cause
and effect in Latin America, as to what has caused the problem
rlalther than the effects of the problem, as you have just described
them.

I think too many people have assumed that the Soviets or the
Cubans have caused the problems in El Salvador, Nicaragua, or
Guatemala. They certainly take advantage of the situation. But to
suggest that they have caused the turmoil in that sense I think is a
serious error and complicates our ability to forge a foreign policy to
deal effectively with those problems. That is why I raised that
question. I hope you will give it some close scrutiny.

One of the serious issues, strictly in the post-Falkland-Malvinas
situation, is the question of arms in Latin America. I suspect that
we are going to receive some requests fairly soon, given the territo-
rial claims issue that exists in the Beagle Channel between Chile
and Argentina, the Guyana and Venezuela situation, and the
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Belize and Guatemala situation, and there are numerous others
that will arise. :

If it were possible to secure an agreement among other arms sup-
pliers to have an embargo on arms shiiments and supplies and
sales to the region, would you support such an effort? ]

Mr. SHurTz. I think in general certainly yes, it would be good if
on a worldwide basis we could see the general level of armaments
reduced. I think we have to confront the fact that that comes about
most naturally and reliably when people feel that the reason they
might need those arms is reduced, which is leading us back to the
same point we were discussing earlier. .

I do think that we need to take note, in the light of the various
disputes you mentioned, of the importance of the principle that the
British fought for and which we supported; namely, the principle
that tyou should not take territory by force. And that applies to a
lot of the disputes you mentioned, and I think is an important prin-
ciple that has a broad application.

Senator Dopp. I might like at a later date to sort of pursue the
notion with you maybe more specifically in Central America, since
I see the escalation of arms there exacerbating the problems in the
long term. But because time is limited here, I would like to move
along with you.

Let me take that little tour with you. Let us beg:l) in the most
troublesome area, I suppose, and that would be El Salvador. In the
conversation we had you indicated that you had been led to believe
in your conversations with administration officials that things were
generally imgrovi.ng in El Salvador, leaving me with the implica-
tion that on July 28, which is one of the first situations I guess you
will have to come to Co on, the certification of certain goals
and conditions which the ident must certify in order to contin-
ue the supply of military equipment to El Salvador must be met.

Have you been told by the administration that those conditions
or those goals have been met and that you would anticipate coming
before us some time around July 28 to indicate that the President
will certify that those conditions have been met?

Mr. Suurrz. The question of a specific certification and any at-

testing to it that I am involved in will result from a process, as far
as I am concerned, of examining the evidence and the law that
goes with that evidence and coming to a conclusion on the basis of
those facts. I am in no position to state right now what conclusion I
will come to.
. I'have studied the situation in El Salvador. I have formed some
impressions. But I have deliberately stayed away from matters that
are in a sense in the decision loop, because I had not wanted to be
in that during the period that I am on trial here as a nominee to
be Secretary of State. If I am found innocent and allowed to pro-
ceed, then I will get into those things.

Senator Dopp. I would like to ask you your impression, but first,
yesterday the House of ReYresentatives voted 399 to 1, adopting a
resolution which would include, in addition to the other conditions
laid out in that legislation which provided for certification, an ex-
tension of a requirement that there be a successful investigation
and prosecution of those responsible in El Salvador for the deaths
of the American churchwomen and AIFLD officials.
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Under the original bill there was only a one-time certification of
that issue. Senator Glenn has a resolution that we will consider in
this committee. I would like to ask you whether or not you would
agree, whether or not the administration would agree, whether or
not such a condition ought to be included in this certification proc-
ess as well, in light of the House vote yesterday and the anticipated
vote here.

Mr. SHuLTZ. Whether as a matter of law that should or should
not take place, I will make a commitment to you myself that I will
undertake to make a report on that subject.

Senator Dobb. In effect, what you are saying is you think it is an
important enough issue that, whether or not we would include it in
the certification process, you would include it as important enough
to consider as part of a request for additional military assistance
for El Salvador?

Mr. SHuLTZ. Well, I think it is sort of inherently important. It is
something that is very troublesome to me and to us and this coun-
try, and that is certainly signified by the House vote that you men-
tioned. At any rate, I feel no problem about committing to you that
I will regard that as one of the things I will want to look into, and
we will report whatever I can report on the subject.

Senator Dopp. My time has expired and I will come back to this.
Thank you very much, Mr. Secretary. )

The . you very much.

Senator Mathias, I believe that you have about 10 minutes left.
Why do you not take the remaining time to finish up?

Senator MaTHIAS. I hope I have much more than ten minutes.
This is only my second round.

The CHAIRMAN. I am sorry. I did not understand that.
laSelrlxatoi MaTHiAs. Hours and hours may be necessary. [General

ughter.

The Senator from Rhode Island looks very grim with that pros-
pect. [General laughter.]

Mr. SHuLTZ. I will make a deal with you, Senator. I will sit here
as long as you will sit here without leaving the room. [General
laughter.]

Senator MaTHIAS. No, I will be very brief, in fact. I do not have
very much more to ask. I think I can do it all in two rounds. You
spoke with some enthusiasm in your statement about the Caribbe-
an Basin Initiative. I must say I share the charitable impulse that
is the motivation for that, more than a charitable impulse. I think
there is some self-interest in it. I am very sympathetic to it, but I
do have a problem with the way it is structurecll),al and that problem
is, in order to pay for it, we are robbing Peter to pay Paul.

We put it forward at the very same time that we are projecting a
reduced U.S. commitment to the Inter-American Development
Bank. So it seems to me we are doing something over here with
this hand and taking something away with the other hand. I think
I understand some of the reasons that that is happening, but I am
wondering what your views are on a proper balance between secu-
rity assistance and economic assistance on the one hand, and be-
tween bilateral and multilateral assistance on the other.

Mr. Suurtz. Well, I think both bilateral and multilateral assist-
ance are important. We need to maintain our position in the var-
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ious international financial institutions. I am a believer in that.
There is always a question of adjusting your balance as between
the two, and it may be that our balance has gotten a little bit
skewed, and that we do benefit from some little more pointed use
of funds in areas that are of particular importance to us right now.
I think the Caribbean is certainly one of them.

Unfortunately, budgeting is tough. I used to joke around about
Washin%on as a city where the answer to “which” was always
“both,” but I think the problem is that we do have constraints and
so we must make choices.

Senator MATHIAS. As we make those choices, my concern is that
we see what the consequences are. Now, there is a multiplier effect
to the multinational, international institutions. For every dollar
the United States puts up, we probably leverage $3 in contributions
from other parts of the world. So, for that dollar you get a triple or
quadruple effect out of the money that the American taxpayers
invest, and I would say invest rather than give, because I think in
the long term it comes back to us, but if we do it on a bilateral
basis, we do not get that leverage. We do not get that multiplier
effect. So, the net result for the area of our interest is a diminished

support.

gecond, of course, if other nations who have programs of interna-
tional assistance—France, for example—are not encouraged to go
to the multinational institutions, they will go their own route. To
laﬁ' it on the table, they may give some money to the Sandinistas
which they would not do if they were contributing to a more gener-
al and comprehensive development program through one of the
multinational institutions.

So, I am wondering how you feel about this multiplier effect and
whether it does not really serve our broad interests in a peculiar
and unique way.

Mr. SHuULTZ. Let me be sure that everything I say shows I am on
your side of this argument about the multilateral institutions. I
think they are important for the reasons that you have suggested.
And I think the Inter-American Development gank [IDB] is a very
good outfit that deserves our support. I attended the last annual
meetitig of the IDB in Cartagena, and I support that bank very
strongly.

Senator MaTHIAS. Well, I learned long ago in a country court-
house that when a judge says he is on your side, he should quit and
not pursue that subject any more. So let us say that we are in
agreement on that subject. I want you to know that if you have
groblems downtown in maintaining that ition, you have some

riends up here who will push with you, ause I think it is an
extremely important concept to keep in mind.

Mr. SHuLTz. Yes. Well, I worked on this subf'ect while I was Sec-
retag of the Treasury, and one of the things I learned is, you can
use all the friends you can get when you are working on that sub-
ject

J .

Senator MaTHIAS. You stick to your guns, and we will be right
behind you.

Mr. SuuLTz. All right.

Senator MATHIAS. In the same general area, but on a different
facet, what concerns do you have with respect to Third World bor-
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rowing from private U.S. financial institutions? How far should
American go? Is there a danger point, and are we anywhere
close to it?

Mr. SHuLTz. I do not think that we are confronting any sort of
cataclysmic set of events at all, but there certainly are problems in
the amount of credit that has been extended, and in which some of
those credits are questionable. I think what we are seeing is a reac-
tion of private lenders to that, and a drawing back. We were dis-
cussing a little earlier this morning the implications of that as we
look out ahead, say, 5 or 10 years, and particularly relating it to
the questions you were raising about the Inter-American Develop-
ment Bank and other development banks.

I think that the cautions about credit that have come very much
to peogle’s minds here lately will have an effect on lending activi-
ty, and we are not going to see such a strong thrust of lending ac-
tivity just for the reason suggested by your question. That is going
to some issues for us about the pace of economic development.

nator MATHIAS. Mr. Chairman, I have just really one house-
keeping question, and then the Secretary can stand up. You have
an opportunity to fill an unusual number of vacancies in the De-
partment of State, in a number of very significant and important
posts. I am wondering if you feel confident that those vacancies,
which are important to the public interest, can be filled in a short
period of time. Do you anticipate difficulties in making those ap-
pointments?

Mr. SHuLtz. I have always felt in the Government posts I have
had and in other posts, for that matter, that the ke¥l to being able
to perform effectively is having first-class people in the various jobs
around you, and so I am positive that this has to be practically the
first priority, to work on the personnel side of things. I feel very
fortunate that there are in the Department now in many posts
people of extraordinary ability, and so that is fine, but there are, as
you point out, openings and some problems, and I need to address
myself to those and do it quickly.

There is a great problem in our country right now about Govern-
ment service, because a lot of steps have been taken to make it un-
attractive and to make it impossible to appoint somebedy and have
that person be effectively in office quickly. That is, if the President
were to nominate somebody to one of these vacancies today,
goodness knows how long it will take before all of the FBI checks
and the questionnaires have been filled out, and so on and so on. I
suppose it will take a couple of months to get somebody in office.
So, that is a problem.

I will be working on it from my end to make it go promptly, and
I will be coming around to this committee and talking to the chair-
man and others about getting action on people that may get nomi-
nated. I am sure that I will have your full cooperation in that.

The CHAIRMAN. Taking into account that this committee prob-
ably does have more nominations than any other committee, we
reached a point with the administration where we finally went to
the Vice President and just simgly said, we have to get more nomi-
nations up here. When you send them up, there will be a floodgate
opened. We then broke the log jam. We did get a great many nomi-
nations sent up, and I must say the staff has done an absolutely
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outstanding job in preparing the committee so that we can process
them and move them along.

S0, we will certainly process as rapidly as we can any new nomi-
nations that you send forward.

Mr. SHuLTZ. Great.

Senator MaTHIAS. | have a particular interest, and I think Sena-
tor Dodd shares it, because we are active on the International Eco-
nomic Policy Subcommittee of this committee, in the vacancy
which exists in the position of Under Secretary for Economic Af-
fairs and the impending vacancy that will occur when Mr. Hor-
abomats’ r};.:t ignation takes effect, so we do feel a sense of urgency

ut that.

What you say about the difficulties of public service leads me to
my final question, since this i8 an area in which you can mitigate
one of the lproblems, and that is with the professional Foreign Serv-
ice. Now, I raise this question not because so many of the Foreign
Service are my constituents, although I suspect I represent more of
them than any other Member of the Senate, but because I am con-
cerned about the level of morale and the level of professional
career expectation that exists in the Foreign Service.

n young men and women who commit their careers to the
Foreign Service look at the top posts and see that they are half
filled by other than career Foreign Service officers, it has to have a
chilling effect on their outlook as public servants. If they figure
they have just as good a chance of being an ambassador by going
out and working in the private sector as by plugging away through
the ranks of the Foreign Service, it does not take them very long to
become discouraged.

I know we are realists. I know the Secretary of State does not
have the final word in making appointments to embassies around
the world. The appointment comes from the President. The Presi-
dent’s choice is final, subject to the advice and consent of the
Senate. But I would hope that you would give careful attention to
those ve?' loyal and very talented men and women who will be
working for you in the years ahead, and to consider their aspira-
tions, their hopes, their desire to serve their country in a very spe-
cial way, and give them some optimism that if they do what seems
to be for Americans a very tough thing, learn foreign languages,
and master the complex subject of foreign policy, and immerse
themselves in the interests of this country as they relate to the in-
terests of other countries, that they have something better than a
50-50 chance of rising to the top of their professions.

Mr. SHurtz. I would like to make a comment, if I might, on that,
agreeing with the emphasis that you place on the importance of
the people who are the career people in our Government generally.
The first comment I would make is this. In the experiences I have
had before in Government, I have always found that the people,
the career people in the department—in my own case it was the
Department of Labor and then in the Office of Management and
Budget and in the Treasury, the career people made tremendous
contributions. I felt that their efforts were truly professional and
helpful, and I welcomed their support, and I felt I got it.

I also have the observation that the Foreign Service is one of the
most selective and competitive of the units around in any organiza-

~.
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tion, and it is full of people of very high quality. I might say, Sena-
tor Pell has made pretty much the same kind of comments as you
have to me when we discussed this.

So the first point I would make is that I recognize the qualit
that is there in the Department, and I intend to use it, and to see
their help and demand their help and expect their help. I know
that they are skilled people, and like any other skilled and profes-
sional people, you are happiest and your morale is best when you
are working hard and your capabilities are being put to use. t
is in general my objective.

The second point I would make is, while I fully recognize that in
Government, particularly at a Cabinet post, you tend to be domi-
nated in your thinking by all of the policy issues, the things that
we have been ing about here for the entire space of these hear-
ings. One of the ts of that is little attention is paid to the man-
agementf of the enterprise that you are at least temporarily in
charge of.

Of course, I am just coming, unconfirmed, from a business
career, and in business the thrust is very different, as all of you
know who have been in business. I know the chairman knows that
the person who can manage something is a hero, and a tremendous
emphasis is placed on that.

I want to conduct myself in this office in such a manner that I do
pay some attention to the managerial side of the Department, be-
cause I think in the long run, recognizing the importance of the
career service and the Foreign Service in the long run, taking the
20- or 25-year span, perhaps your contribution, as much as any-
thing, is to the quality of the organization that is kept there, and I
want to make a contribution to it.

The third thing I would say has to do with ambassadorial ap-
pointments. I believe, looking at the statistics that I have seen,
that somewhere around 70 percent of the currently serving Ambas-
sadors are from the Foreign Service. This percentage has fluctuat-
ed up and down somewhat, but not wildly. I think we must have
the basic criterion for ambassadorial appointments, that we seek
the best person available for that post, whether in the Foreign
Service or not.

I believe these percentages suggest that in the bulk of the cases
it is going to turn out that we are going to look to the Foreign
Service to fill those slots. I would say to you, however, that some of
the people whom I have observed abroad who are truly outstanding
as Ambassadors are not from the Foreign Service. There are truly
outstanding ones from the Foreign Service as well, but I went
around recently on behalf of the President and dealt with Ambas-
sadors. Two that come to mind immediately are Arthur Burns in
Germany and Mike Mansfield in Japan. I cannot imagine any
better representatives of our country than those two gentlemen.

So, I agree with you that we certainly want to make it a realit;
that a person in the Foreign Service can justifiably and realistical-
ly aspire and expect that ambassadorial posts are available to him
or her, but I do not think we should so structure it that we do not
recognize that other people can do well in those posts, too.

Senator MATHIAS. I welcome your general and positive attitude
toward the Foreign Service. I am sure that it will be very wel-
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comed at the State Department. I think you will get a great re-
?rom that. I share view that embassies should not be

staffed 100 percent with ign Service officers. In fact, I have
never advocated that every US. Ambassador should be a profes-
sional. I have known over the people like Averell

and David Bruce, as well as ur Burns and Mike Mansfield,
and I think that they, coming from other walks of life, bring a per-
spective and a contribution which is extremely valuable to the For-
elgn Service.
ut having said that, I think we have to look at the fact that 48
rcent of appointments to embassies in the last 2 years have been
Fr.;)m the Foreign Service, and 52 percent have been from outside. If
that ratio continues, we will not hold ug to 70 percent overall. That
70 percent includes a many holdovers. It is just a delicate
ratio which is closely related to departmental morale, which I hope
you will keep in mind.
ﬁnl\_dr. Chairman, in the spirit of Bastille Day, “c’est tout, c’est

l."

The CHAIRMAN. Thank you. As I understand it, that does com-
plete your Buestmg‘ .

Senator Pell?

Senator PrLL. Thank you, Mr. Chairman.

The CHAIRMAN. And let me say that we will recess after Senator
Pell finishes his comments.

Senator PrLL. Thank you, Mr. Chairman.

I am very glad that Senator Mathias raised the question of the
proper use of the career Foreign Service. I guess I feel a bit sul;;ec-
tive about it, because I believe I am the only member of the For-
eign Service to have served in the Senate, there having been a For-
eign Service only since 1924. Prior to that, we had separate diplo-
matic and consular services.

I wanted to read a backing up exactlg' what Senator Ma-
thias said. Under the %Eoreign Service Act of 1980, an individual a
pointed or assigned to be chief of mission “should possess clearly
demonstrated competence to perform the duties of chief of mission,
including,” and then giving a list. Then it says, “Given the qualifi-
cations specified in paragraph 1, positions as chief of mission
should normally be accorded to career members of the Service, al-
though circumstances warrant appointments from time to time of
qualified individuals who are not career members of the Service.”

Certainly Ambassador Burns and Ambassador Mansfield fulfill
those requirements. In this regard, Mr. Chairman, I would like to
insert into the record a message from Ambassador Mansfield sup-
porting the nomination of Secretary Shultz.

The CHAIRMAN. I think that message has already been incorpo-
rated in the record.

Senator PELL. Did we each get a letter?

The CHAIRMAN. Yes.

Senator PeLL. Very well. The request is withdrawn. The chair-
man already has received a similar letter and has inserted it into
the record.

Then, in order to support the idea of career appointments, the
law says, “the President shall %rovide the Committee on Foreign
Relations of the Senate with each nomination for appointment as a
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chief of mission, a report on the demonstrated competence of that
nominee’ to perform the duties of the position to which he or she is
to serve.’.

Well, this has really become a little bit of a spoof, because these
bits of fiction are a little like Alice in Wonderland demonstrations
of competence, which really boggle your mind. I will read out of
one here. I do not want to embarrass the poor gentleman, but he is
coming before us before long.

Mr. X has demonstrated a commitment to public service, having been involved in
the X Public Library Foundation, the Boy Scouts of America, the Rotary Club, the
United Fund, and his local chamber of commerce. Currently he serves with the Na-
tional Council, Eisenhower Medical Center and as a trustee of a couple of other in-
stitutions.

This is simply not, I think, a proper certificate of competence. If
we want to reward people or bring people into Government who
have ability and they want some kind of position, why is it, Mr.
Secretary, that they aim their eyes at being an ambassador?
Shouldn’t other Government services have the advantage of politi-
cal appointees?

I remember Mr. Pendleton James at the White House felt very
strongly that people with a generalist approach, with access to the
President, should be utili by the Government, but should the
State Department be the only Department to have this mixed
blessing? Could you not have men of that sort made admirals or
generals or Directors of the FBI or Assistant Directors of the FBI?

I just wonder if it is correct that these generalists, often very
well-meaning and nice people, though not particularly competent,
they are usually well off, that these people should all be pushed on
the State Department. I am wonde;i’rllﬁnwhat your view is with

illing to share this largesse

regard to that, or if you would be
with other Government departments.

Mr. SHuLTz. I like to keep all the largesse I can get for the State
Department, Senator. The Ambassador is the President’s repre-
sentative abroad, and I think it is very important to keep that in
mind, and recognize the implications of it. I think that the propor-
tions, as I have said, that more or less have held over the years
show that the Foreign Service fills the vast bulk of these ambassa-
dorial appointments, and will continue to do so, and should do so.

I do not think there should be any rule about it other than get-
ting the best person available, and I just go back to my statement
that while I have seen a lot of truly outstanding Foreign Service
officers as ambassadors, and mostly the people that I have dealt
with abroad, when I have had occasion to meet with the ambassa-
dor in my own activities, has been somebody from the Foreign
Service, and I am a great admirer. It is also true that some of our
outstanding people over the years have been non-Foreign Service
officers. Senator Mathias mentioned a couple of outstanding indi-
viduals, such as David Bruce and Governor Harriman. I mentioned
a couple. I think that people like this do us credit.

Senator PeLL. I would comgletely agree with you, but I think
there is a sort of no-man’s land in between the Dr. Burns and Mike
Mansfields of this world and some of the ap&intees that are
coming out from the White House. My hope is that you would do
your best as your predecessor did. He relied a great deal on the
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career Foreign Service, and I think morale was greatly helped by
that. My hope is that you, too, will rely on the career people to the
best of your ability. . .

Mr. g'm'rz. I have tried to say in response to Senator Mathias,
my admiration for the quality of people and my intent to work
with them. .

Senator PELL. Another point along the lines of the political ap-
pointees; in this administration apparently one of the qualifications
that is considered positive is to have an ethnic background of the
country to which you are appointed. I have always believed that
should be a drawback. You could be an ambassador anywhere else,
but you should not be sent as an ambassador to the country from
which you originate.

We have about half a dozen—I will not spell them out; I can do it

rivately if you wish—who do originate themselves, having been
rn, having family in, et cetera, countries to which they are
accredited. t is your view in this regard? To my mind a man
should not be put in the ﬁosition of having cousins in the country
and perhaps speaking with an accent that is local and not general
in that country. I would hope that if you do send a political ap-
pointee abroad with an ethnic bac] und of a particular country,
that he would go to a country not of that background. What would
be your thought on that? :

Mr. SHuvrz. I think it is a point to keep in mind. I think you
make a good argument. It does not seem to me that it should be a
flat rule, and I can think of ents in favor under certain cir-
cumstances where a person perhaps has a depth of understanding
and familiarity with the subtleties of life in their country, and that
that can be an advantage under certain circumstances. So I think
there are pluses and minuses.

I agree that there is weight to be given to the consideration that
you mentioned.

Senator PELL. I first became conscious of this in the war, when I
remember people in military government had a much harder time
dealing in either Italy or Germany if they came there having origi-
nated in either Italy or Germany than if they were an American
who had started out with maybe less good Italian or less good
German but was more respected by the people there because he
came from outside.

Mr. SnuLrz. Yes. I understand the point.

Senator PeLL. Thank you. Now, one other problem in the Foreign
Service is this. You may be familiar with what are called “stretch
assignments,” that is, when a junior Foreign Service officer is
given a senior assignment. It is good for the junior officer, but it
then means that a lot of competent senior officers are met without
senior assignments. I think there are now about 50 of these so-
called such assignments where, for example, an FSO-4 would be
given an FSO-2 slot. I hope you would look into this, because the
result is, you have a lot of very able and very competent senior
Foreign Service officers who are both substantially younger than
either you or I are, with a lot of energy still left to go, I hope, and
with nothing much to do. I would just bring this situation to your
attention, because it compounds the problem caused by political ap-
pointees as Ambassadors.
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Mr. SHuLrz. Thank you. I will look into it. I am not familiar with
that problem.

Senator PELL. Good. On that positive note, and having the high
regard that I do for you, I know that I look forward to voting for
your confirmation. I would like, incidentally, to congratulate the
staff, the joint staff, minority and majority, on the excellent job
that they did with our book here [indicating], which was a truly
fine job indeed. I am prepared to vote whenever the rest of my col-
leagues are.

The CHAIRMAN. On that positive note, the best estimate the
Chair can give our distinguished witness and his family and others
interested is that we have about 1 more hour of questioning, and so
we will resume at 2 p.m. promptly. We will set the vote for 3
o’clock, and ask all staff members to notify Senators that they
should be here at 3 o’clock, provisionally, that is. I would request,
please, that everyone remain in their seats at this point so the Sec-
retary and his family and party may leave, and then we will be in
recess.

[Whereupon, at 1:20 p.m., the committee recessed, to reconvene
at 2 p.m. the same day.]

AFTERNOON SESSION

The CHAIRMAN. Senator Cranston.

Senator CRANSTON. I would like to focus now, if I may, on the
issue that Senator Mathias dwelled upon this morning: How to
manage United States-Soviet relations and achieve an end to the
nuclear arms race.

You are joining the administration in the midst of an extended
debate over what kind of agreements we would seek with the Sovi-
ets. Defense Department officials and officials of the Arms Control
and Disarmament Agency have argued for a U.S. approach which
ignores what is negotiable but presses for the greatest U.S. advan-
tage by seeking extreme reductions in the throw-weight of the
Soviet missile force.

To my relief and I think to the relief of most members of this
committee this approach was rejected by President Reagan when
he articulated his START proposals. Instead, the U.S. position on
START reflected the views championed by Alexander Haig and by
David Jones, an approach which emphasizes balanced reductions in
launchers. But now both Secretary Haig and General Jones have
left the Government.

Where do you come out in this debate? Do you support negotia-
bility as a key criterion for U.S. arms proposals?

Mr. SHurLTz. As I understand the President’s decision it is that
there is a total arms reduction proposal that includes an emphasis
on throw-weight but divides the proposals into two so-called phases.
What happens in the course of the negotiations, of course, we do
not know as yet, but the separability of these two phases is some-
thing that will unfold as things go along, and we will see as we go
along whether or not there is some point in the negotiation at
which there is a useful break so to speak in which the agreement
up to that point might be brought back to the respective govern-
ments, in this case brought here for examination.
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Mr. SuauLrz. | have said in response to some earlier gquestioms,
Senator, that I do not consider myself to be expert in this field,
that I recognize its tremendous importance, and I intend to work at
it very hard and get a lot more expert than I am. I suspect 1 have
an answer to your question, but I recognize that this is a
extreme importance, and not being an expert I am rel
engage in too much of an exchange here
myself into a position or make a comment that would not be useful
in the negotiations. So I am really not trying to avoid but really to
beconﬁmte’ of these negotiations, and I would just say to you
that I recognize how important it is. I share your view on that com-
pletely, and I recognize how important it is for me

reach the level of expertise that you and other members of
committee have and then weigh in.

Senator CRANSTON. I understand that. I am glad you will be ap-
plying your intelligence to this problem because it is an immense
one, and I think some new thinking on it is essential.

I would like then to ask some slightly more general questions.
Senator Mathias and I went to the Soviet Union together last fall,
and we had a remarkable opportunity to meet with Soviet leaders.
Among them we met with Marshal Nikolai Ogarkov who is Chair-
man of the Joint Chiefs of Staff there and therefore their top mili-

tary man.

l\ﬁ'ed a series of questions, a sort of litany on strategic doctrine
to Marshal Ogarkov, and I would like to pose the same questions to
you as one means of clarifying for our understanding your general
views on nuclear war.

First, do you believe that if we and the Soviets had the calamity
of a military collision that this collision could be limited to conven-
tional warfare or do you believe that the odds are that it would
become a nuclear conflict?

Mr. S8HurTz. Well, I would think there would be great incentives
to limit any conflict to the conventional arena. On the other hand,
we have left ourselves open to do as we think proper in the event
of Soviet agéreuion and an attack in Europe.

Senator CRANSTON. Marshal Ogarkov’s response was that he
thought it would almost inevitably become nuclear because whoev-
er was losing any serious engagement with conventional weapons
would resort to nuclear weapons in an effort to retrieve the situa-
tion. If we got into a nuclear war with the Soviets do you believe it
could be limited? Or would the odds be that it would escalate up to
an all-out conflict?

Mr. SHuLTz. I would hope that the Russian general’s view on the
inevitability of movement from conventional to nuclear are wrong,
that that is not inevitable. My instinct would be that once you go
over the nuclear threshold, however, that you do wind up in an es-
calation. I recognize that we do have tactical nuclear weapons, and
the assumption there is that there is a kind of inherent limitation.
And I think that it is desirable to hold to that limitation if we can,
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fb'ufll if you try to assess the probability, I think it would be very dif-
icult.

You have the (froblem of launching on warning—we see discus-
sion of that—. it is sort of akin to this same subject. So to me
the principal emphasis needs to be on doing everything we can to
reduce these armaments and to create a situation that makes their
use as unlikely as possible because the alternative to that is not
really worth talking about.

Senator CraNsTON. Marshal Ogarkov’s conclusion was, like
yours, that the probabilities were that if we had a nuclear conflict
it would be an all-out nuclear conflict. If we landed in an all-out
nuclear conflict, do you think either side could “win” that conflict?

Mr. SHuLTZ. I cannot conceive of a winner in such a conflict. The
destruction is appalling.

Senator CRANSTON. That was Ogarkov’s view also. He replied in
three words, “No. Mutual suicide.’

Do you think either side can attain and maintain superiority
over the other?

Mr. SnuLTz. Well, there are categories of weapons systems in
which the Soviet Union now has a vergodistinct advantage. I sup-
pose there are some in which we do. superiority/inferiority is
always difficult to judge. ,

I think the proposals that the President has made and which I
know have had support here in the committee, including from you
as you have stated, are for reduction and getting into a more bal-
anced situation.

I think perhaps one of the most startling areas of disadvantage is
in theater nuclear weapons, and there, I think, is a very drastic im-
balance that needs to be corrected, hopefully through emergence
into reality of the so-called zero option. :

Senator CransTON. His view was that neither side could attain
real superiority and that neither side would let the other attain
real superiority. Do you think that either side could launch a suc-
cessful first strike, meaning a first strike so devastating that the
other side would not be able to strike back with equally devastat-
. ing force no matter how widespread the havoc it had sustained in
that first strike?

Mr. SHuLTz. That would seem to me to be very unlikely.

Senator CRANSTON. That was his view also.

Your response to me earlier that you were not familiar with all
the details of arms control at this stage. That is of course totall
understandable and I do not think necessarilﬂ all bad. We have le
arms control to the experts, and I think they have failed us. It
seems to me that we have just become bogged down in details. We
must look beyond the mundane mechanics of megatons and throw-
weight and surgical strikes and mutually assured destruction, the
doctrine known as MAD, or nuclear utilization targeting systems,
the acronym for which is NUTS. We have really lost sight of ethi-
cal principles and moral values, spiritual and religious values, and
I think commonsense and wisdom.

I believe we need a wholly new, broader approach to this prob-
lem. We cannot forget the details, of course. But I think we have
lost ourselves in them. We need a supreme act of leadership to lift
the negotiations to a different level, to sit down with the Soviets
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We have never, in my view, made that kind of an effort. We have
sorted everything out in bureaucratic negotiations first, and the
top leaders have gotten together and just to ratify agreements
worked out elsewhere without getting to the substance of how do
we Yget beyond these limited general agreements.

ou said earlier in the hearings that actions are more important
than words. I totally agree. But the sort of new negotiations that I
envisage as needed if we are going to break the cycle of tension re-
quires actions following the words. It seems to me that major
agreements might well come out of that sort of approach.

I hope that while you are mastering those intricate and arcane
details, you will also think about the broader picture of how we get
beyond them to a real solution.

r. SHULTZ. | appreciate your comments.

Senator CRANSTON. Thank you.

I would like to turn just briefly to one other matter and then I
will be done. I attended the meeting at the White House with the
President yesterday on Lebanon. It was on the subject of what is
haﬁgening in Lebanon and what may happen. Since gou are going
to ap%roved by this committee this afternoon and by the Senate
r;resuma ly tomorrow, you will be immersed in responsibilities re-

ting to Lebanon very shortly. I know you are having briefings
and are increasingly familiar with the circumstances there.

There is a difference of opinion presently over the War Powers
Resolution and how it should be applied if a decision is made to
send Marines in. Section 4(aX1) of the War Powers Resolution
states that if troops are introduced “into hostilities or into situa-
tions where imminent involvement in hostilities is clearly indicat-
ed by the circumstances,” then the executive branch certifies to
Coggress you are going in under that provision. That triggers the
need for a 48-hour report on why the troops have been dispatched,
and there must be a withdrawal within 60-days unless Congress ap-
proves their retention.

The other section under which you could report to Congress is
section 4(aX2), troops are sent to foreign nations ‘‘equipped for
combat,” but there is no reference to any anticipated hostilities
and there is no reporting requirement and no deadline as to when
you must get the troops out.

Some of the leaders on Capitol Hill think you should report
under the first section so that we are able then formally to say
“get out” if we feel the Marines should get out. Others feel that
you should not send them in under those circumstances if the odds
are they will be involved in hostilities. Therefore, if you send them
in and you do not anticipate hostilities and then there is no report-
ing requirement and no deadline for extrication under any formal
procedure of Congress, I gather that the White House and the ad-
ministration feels that they would rather go in under the second
than the first because they do not intend to send troops in if there
is the imminent prospect of hostilities.

What concerns me about the situation is that I have the impres-
sion, and it is only an impression as far as part of this goes, that on
the one hand the White House feels that if hostilities did unexpect-



173

edly break out that it would then be a simple matter simply to
withdraw since we do not want our people there if there are to be
hostilities. And the Members of Congress who are advocating that
you go in under Section 4(a)X1) where you have to report to us and
where we can then say get out if we wish to say that within 60
daf's, they, too, in my opinion are laboring under a misimpression.

t is my considered judgment that if Marines are sent there and
if there is more than an incidental assault upon them, then there
is something more than that that amounts to the sort of hostilities
that would be contemplated under 4(aX1), and then neither the
President nor the Congress would be apt to feel that it would be
agproptiate to pull out. To pull out under assault from some units
of the PLO or units of the Syrian Army would look very weak and
I think would be very unlikelg.

I think that we must think more carefully about whether if we
get in there it is going to be so easy to get out, whether the Presi-
dent would be willing to assume the responsibility for pulling out
under those circumstances, and whether the Congress would be ac-
tually likely to vote get out while we are under assault.

I have brought this up to express my thoughts to you, since at
this moment I can have the undivided attention of a coming Secre-

of State. It will not be that easy when this afternoon is over,
although I know we will have access to you. But this is a matter
that you are going to be confronted with very soon, and I beseech
you to think through this particular aspect of that matter.

Mr. SHuLrz. I appreciahtfngour comments very much. They are
very thoughtful. And I think any time we are contemplating the
use of American forces, even for a role of escorting people under
what we believe are agreed and peaceful circumstances, we need to
think very carefully about it. And I also agree with your thought
that in this, as in many other areas of Government activity, it is
always much easier to get into something than it is to get back out
again, and we must remember that in all kinds of activity.

Senator CRANSTON. Absolutely. I appreciate your responsiveness,
and I appreciate your responsiveness to the many questions that I
and others have posed to you. And I hope you understand that
when it sometimes seemed a bit abrasive, the purpose was to draw
the facts out and to give you the opportunity when colleagues are
advocating one course of action or another for you to cite the con-
cerns of Senators on Capitol Hill.

Mr. Suurtz. I appreciate that. I appreciate the exposure that I
have %otten here to the views of members of the committee. One
thing I have learned is that there are no reticent members.

Senator CRANSTON. Thank you very much.

Mr. SHuLTz. Thank you, sir.

The CHAIRMAN. Thank you very much, Senator Cranston. That
does complete your questions then.

Senator Dodd.

Senator Dopp. Thank you.

Mr. Secretary, I had left you at the conclusion of my last round
of questioning on El Salvador talking about that little tour.

. SHULTZ. Yes. We had a ticket and then the plane did not fly.

Senator Dopp. You stated your position more clearly, I think,
with regard to the effort to find political solutions rather than mili-
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tary ones in Central and South America, and I wonder if you might
share with us what your predictions or feelings might be with
to a political resolution of the conflict in El Salvador.

am constantly reminded of the fact that you have already
stated that Central America is not an area that you are as familiar
with as you are others. Maybe you might share with us what your
own views are but also maybe what perceptions you have received
alreadﬁefrom those who have been briefing you on these situations
as to the likelihood of a political resolution.

Mr. SuuLtz. Well, if by a political resolution you mean that the
present government somehow makes a bargain with the insurgent
or guenﬁa or whatever label is appropriate for them, I would be
loath to be ing that on that government because it seems to me
the situation we have is that an election was held, and in spite of
an effort by those who opposed the election to discourage people
from voting, there was a very large turnout, and people did express
themselves then on the nature of a new government.

And it does not seem to me under those circumstances a good
idea, a good Erecedent to say that here is a minority, a small mi-
nority—how big I do not know, but certainly a very distinct minor-
ity—can, so to speak, shoot their way into the government. I do not
think that is a good precedent to establish.

Senator Dopp. What is the analysis as to the present situation
milita; f;{ that you have you been told, or you may have concluded
yourself?

Mr. SHuLTZ. From what I have heard, the situation militarily is
that the present government is gaining better control, although
there still is a considerable amount of disruption taking place, but
progress is being made.

Senator Dopp. Would you exclude as an option to a political set-
tlement a ceasefire and negotiations between the government and
the opposition or guerilla forces?

Mr. SHuLTZ. I would certainly not urge that on a government.

Senator Dopp. I did not say urge. I wonder if you would exclude
it.

Mr. SHuLrz. I would be very cautious to say anythinﬁ that sug-
gested that that would be a good course of action to follow. I just
think as a matter of principle to have an election, have a huge
turnout, and then have a group that does not agree in a country
shoot their way into power is a very bad precedent.

Senator Dopp. Well, as important as an election is, it is just as
important as to what happens after an election as well.

r. SHULTZ. Right.

Senator Dopp. And if in fact there is, as I feel there is, a deterio-
ration in support—we have seen anywhere from 8,000 to 12,000

asants evicted from holdings that they had acquired under the

and reform program, not to mention the suspension of the Land to
the Tiller program, putting aside phase-2 which I may agree with
you was of questionable value in terms of the land reform effort, it
would appear that the left, their ranks may be in fact increasing
because of policies that have been adopted in the telection
period. So while the election itself may be important, the decisions
the government makes vis-a-vis its own people may create circum-
stances which increase support, as some have concluded, for the
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left and thereby necessitating some pressures from the United
States if they are going to continue to seek, as they have in the last
2 years, more than half a billion dollars in economic and military
assistance.

Mr. SHuLTz. Yes. Well, we sort of shifted from the shoot your
way into the government into how is the government conducting
itself, and I agree with you that it is vitally important that prog-
ress be made.

Insofar as the reforms are concerned, the one that seems to have
some controversy in connection with it is the Land to the Tiller
program, and it is my understanding that now really for the first
time—that is, it did not take place under the Duarte regime—titles ,
are being transferred, and the program does seem to be going for-
ward in a definite way.

Senator Dopp. Do you anticipate or have you been told of a re-
quest for additional U.S. advisers in El Salvador?

Mr. SuuLTz. I do not know of any request for additional advisers,
but I do not rule that out. I just am not aware that there is any
request pending.

Senator Dopp. Let me, if I can, move to Nicaragua. Mrs. Kasse-
baum raised this with you yesterday, but I wonder if you might
share with us your own views on how we might go about improving
that relationship. Let me just tell you I am deeply concerned about
the direction the government there is going in. It is deeply disturb-
ing. Indications and signs would seem to show that if they have not
arrived already, they are moving in that other direction.

What might we do? What thoughts do you have other than sug-
gesting that if they do, that is it in terms of any likelihood of sup-
port from the United States. Is there another, more constructive
way we might approach that problem to try to move the Nicara-
guans away from the direction they seem to be headed in?

Mr. SHuLTZ. As you suggest, there is the question of the removal
of what support there is flowing there, and it is not very substan-
tial, and of course there is the effort to see to it that our friends in
the area have the capacity to deter aggression stemming from
Nicaragua. I think it is vitally important also to assure our friends
there that any discussions we might have or efforts to construct a
better relationship with Nicaragua will not under any circum-
stances be at their expense or in any way adverse to their inter-
goiits, dbsecause I think we must maintain our bona fides with our

ends.

Within that framework if it is possible to discuss a better rela-
tionship and the nature of what it is in Nicaragua that we object to
so much and do something about it, I think that is a constructive
thing to do.

Senator Dopp. As was pointed out by Mrs. Kassebaum, the Mexi-
cans have made recommendations on how an accommodation
might be reached at least to create the climate for improving rela-
l;il%ns. Have you drawn any conclusions about the Mexican propos-

Mr. SHuLTz. Well, only that as in many cases the good offices of
other country often can be very useful and helpful, and I am not
going to make a comment explicitly on a particular proposal, but
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just to say that other countries obviously are tremendously con-
cerned. Mexico is one. Venezuela is another.

Senator Dobb. Correct.

Mr. SuuLTZ. And their underlying instincts are constructive, and
we want, if we possibly can, to work cooperatively and construc-
tively with them.

Senator Dopp. Well, I would just ask you briefly, would you give
us your assurance that you will examine those proposals and at
some point in the not-too-distant future maybe report to the com-
mittee, written or through one of your assistant secretaries, on
what your recommendations might be as to how we might proceed
with some of those pro ?

Mr. SHuLTZ. Yes, indeed. And it is something that I will want to
be getting into and working on in any case. So as we go along we
will want to consult, as I would expect to do in the normal course
of conduct, across the board on this matter. And I know that you
are especially interested in it, and I will make a point of seeing to
it that you are informed and we have a chance to hear your views.

Senator Dopp. Thank you, Mr. Secretary.

We have the President of Honduras in the United States. In fact,
we are going to be meeting with him later this afternoon. There
have been reports, I guess confirmed reports, that the Honduran
military has been assisting the Salvadoran military in their war
against the guerillas in El Salvador. Obviously there have been re-
ports, some confirmed, of Nicaraguan support vis-a-vis the Cubans
militarily in El Salvador.

The entrance of the Honduran military runs the risk of enlarg-
ing a conflict that is already serious and giving it regional, serious
regional implications beyond the political implications that are cer-
tainly at stake.

Do you have any specific views on whether or not the Honduran
forces ought to be directly participating? I gather that rebel guer-
illa forces in El Salvador have also penetrated the Honduran front
here and hit various facilities there, thus creating already, it ap-
pears, an expanded war in the region.

What thoughts do you have on that and what recommendations
might %'ou make with regard to trying to curtail and isolate the sit-
uation

Mr. Sxurrz. I think what is emerging is the fact that there is a
coordinated, to some degree, guerrilla activity, and we have a
pretty good idea where that coordination is coming from. And so I
think it is natural that you see the development of a coordinated
response.

Obviously, it is desirable to contain things, other things being
anywhere near equal. But if what you confront is a coordinated
effort, it may make sense—I do not say it does, but it may make
sense—to have a cooperative response to it.

I do not want to make a judgment about that, in other words.

Senator Dopp. To your knowledge, have we requested the Hon-
duran military to become involved in El Salvador?

Mr. SHuLTz. I do not know that we have, but I do not know that
we have not. I am just not informed about that particular point.

Senator Dopp. May I ask that that be something else you inform
the committee of at your earliest convenience.
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Mr. SHuLTZ. Yes, indeed.

Senator Dopp. Guatemala also is a serious situation. We are
moving rather rapidly through these areas. There either is—and
maybe I should frame it in the form of a question: Do you know
whether or not there is a present request from the new Guatema-
lan Government for military assistance to the United States?

er. SHULTZ. Let me get you the answer to that. I am not positive
of it.

Senator Dopp. There was a recent report that Rios Montt, the
new president of that country, has taken the position that Belize is
a territory of Guatemala, in effect. Do you know whether or not we
have communicated to the Guatemalan Government that that posi-
tion is unacceptable based on previous decisions made by other ad-
ministrations?

Mr. SHuLTZ. I cannot state as a fact that I know that, but I
cannot help but believe that that is the case.

Senator Dopp. Would that be your position as well?

Mr. SHULTZ. Yes. I think we have the general proposition that we
talked about this morning, about the taking of territory by
force and the principle of not going along with that.

Senator Dopp. Costa Rica is one of the jewels of democracy.

Mr. SHuLTzZ. It certainly is.

Senator Dopp. Last year I believe we provided a total of some
$15 million in additional aid, if I am correct. Costa Rica is in deep
economic difficulty. Rather than frame this in the form of a ques-
tion, I guess I would only ask, Mr. Secretary, that they have special
needs and given their precarious economic conditions, one of the
priority issues in Central America might be to consider what else
can be done to assist the Costa Rican Government in their needs.

I would also make the same point as to the Dominican Republic
and the Caribbean. The former British possessions have a special
relationship with the European Community with regard to sugar
prices. Obviously, Cuba has a special relationship with the Soviet
Union with regard to sugar prices. The Dominican Republic has
now gone through successive peaceful changes in government.
beey ha:: no one else to look to but to the United States in terms
of support.

And sugar is such an important issue to them. It raises compli-
cated political questions here at home as well. But I would like to
urge you to spend some special time and attention in looking at the
needs of the Dominican Republic, if you would.

Mr. SHuLTZ. I would certainly want to do that. It does happen
that I have been to both those countries, and I think the quality of
democracy there is notable in each case. They are countries that
deserve our concern and help.

Senator Dobp. I thank you for that.

I have just a few more questions, but there is a vote on and my
time is up at any rate, so I will yield to the Senator from Massa-
chusetts. you, Mr. Secretary.

Mr. SHULTZ. Well, we are down to the point now where there is
only one of you and one of me. Usually it is not that way.

nator TsoNGAS. You win. [Laughter.]

You are not only outlasting the Members of the Senate, but you

are outlasting the audience.
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Let me apologize for not having been here. We had a press con-
ference to reintroduce the ERA. Would you care to comment on
that? [Laughter.]

If it is subject to further discussion, you can get back to us.
[Laughter.]

Let me, if I might, just raise a few issues ’I%uickly and then I will
be pleased to vote for your confirmation. The issue of emigration
from the Soviet Union by Jews and dissidents, as you know, has
become a very painful issue. The rate of emigration in 1979 was
51,000. It is down in the last month to something like 182. It is a
virtual shutting off.

Many people have asked the question why, when the grain em-
bargo was lifted, there could not have been linkage between the
emigration policy of the Soviets and the right to use and consume
our g;‘am Do you think that linkage in that respect makes any
sense?’

Mr. SHuLTz. I think that linkage in the broad sense—that there
are many aspects and dimensions to the relationship and the po-
tential relationship between ourselves and the Soviet Union. I
think that notion of linkage is very important for us. And so we
should expect that if it does emerge that the pattern of interaction
moves in a positive direction and one would see responses, certain-
ly the question of emigration and treatment of dissidents is a
matter of great importance in that spectrum of things.

Senator TsoNgas. What do you think we got in exchange for the
President lifting the embargo?

Mr. SHuLTz. My impression is that our analysis suggested that
there was not that much impact, and so what we got was sales on a
somewhat more normal basis insofar as our farmers are concerned.

Senator TsoNGgas. So there was no linkage or quid pro quo in-
volved in that process?

Mr. SHuLTZ. There may have been and I am just not aware of it.
I was not involved, obviously.

Senator TsoNGas. One of the more obscure issues—and I obvious-
ly would not expect you to know this in any detail—but one of the
issues that I have spent some time on is the issue of the people of
East Timor and the relationship that exists now between them and
Jakarta. There is in my mind a great deal of repression going on. I
just want to raise that and flag it in your mind. I have no ques-
tions, because obviously it is of special interest to me and perhaps
at some later date we could go over it.

Mr. SHuLrz. Thank you.

Senator TsoNGAs. On the issue of arms control, as you probably
know, there was a great internal struggle that took place between,
on the one side, Richard Burt, Secretary Haig, and the Joint
Chiefs, arguing for the arms control ];;roposal that the President en-
dorsed at Eureka College, and on the other hand a group led by
Richard Perle, Secre Weinberger, Mr. Rostow, and Mr.
Rowney, who argued for throw-weight.

Team B lost the struggle for the President’s mind, but the major
force behind team A has been replaced. Obviously, if I were on
team B it would be in my interest now to sabotage the issue in the
President’s mind. In my view, if you do not in essence take a very
strong stand in support of the missile warhead approach, as op-

™~
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posed to the throw-weight approach, I think the arms control nego-
tiations are going to run aground.

Are you fa.ml.ﬁar' iar with that struggle? Do you intend to take a
part in it? Do you think the Eureka College speech should stand
unmodified?

Mr. SHULTZ. I am generally familiar with the issue, and so far as
I know the President’s decision, which was to think of these negoti-
ations as taking place in two phases, stands. It is a decision that he
%’;as_ made and there it is. The negotiations are proceeding on that

asis.

Senator TsoNGgas. There have been attempts in the last couple of
weeks to undermine what had been the consensus and the attempt
to reintroduce throw-weight as the major component of the U.S.
posture. Would ﬂ)u resist that attempt?

Mr. SHuLTZ. My impression is—and let me say what I said to
Senator Cranston, that I do not regard myself as expert enough to
want to get into a detailed debate on this subject until I have
gotten myself much more into it. But my impression is that from
the outset, in the overall two phases of the negotiation, throw-
weight has come down at the end of phase 2 as a key element in
the picture, and in phase 1, if the President’s pro were to be
accepted as presented, let us say, there would be a considerable
impact of that very fact on throw-weight. That is, not directly nego-
tiated, but as a consequence of the other changes that were made.

And so far as I know, that is the way it is set up and that seems
like a sensible approach to me. But this is, in effect, one negotia-
tion with two phases, and how, as the negotiation progresses, the
distinction between the phases will emerge is something that re-

. mains to be seen in the negotiations.

Senator TsoNGAS. Let me say that there are many of us who care
deeply about this issue, for obvious reasons, and we are going to
follow it very closely. If indeed the throw-weight advocates succeed
in sabotagin phase 1, we will be heard from. I would hope that
you woul e the same role as your predecessor did on that par-
ticular issue.

In closing, I wanted to raise the issue, but Senator Kassebaum
did it before me, on the negotiations in Namibia. You and I dis-
cussed that briefly in my office. I think the administration is on
the verge of a foreign policy triumph, which would certainly be
nice, I think, for everyone. And those of us who have been opposed
to the U.S. policy toward South Africa have been very quiet, as you
know, for the last year and a half, giving the administration room
to maneuver and to try to negotiate out Namibia. :

They are reallrizhat a critical stage now. I would only call that to
your attention. There is a great deal of suspicion about what so-
called constructive engagement is all about. But I would hope the
administration could conclude the agreement.

I think if you de-link the issue of Cuban troops in Angola from
Namibia, that settlement is yours. Having been to Angola, I can
tell you that if there is a more quiet situation I think you will see
the Cuban troops leave. I think 1t is worth looking into that issue.

Finally, let me run through a proposed plan in the Middle East

and just ask you for your comment, and then I will be through.
There are nine parts to it:
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One, the di ing of the PLO guerrillas in Lebanon. You would
have no problem with that.

Two, safe passage out of Lebanon for the PLO to a country ac-
ce] le to them and their hosts.

LO recognition of Israel’s right to exist according to U.N. Reso-

lutions 242 and 338.
Resolution of the Palestinian issue through a determined adher-
ence to the Camp David accords and urgent autonomy discussions.
Inclusion of Jordan and other moderate Arab States in the Camp
David peace process.

i between urgent progress on the Camp David autonomy

talks and the absence of PLO military and terrorist activity.

Evacuation of Syrian and Israeli troops from Lebanon.

Deployment in on, and s‘peciﬁcally in southern Lebanon, of
an international ping force with sufficient strength and
authority to be effective until the Lebanese army is able to replace
it.

And finally, provision of American assistance and expertise in
significant quantities for the immediate disaster relief and the
long-term economic reconstruction of a stable, peaceful, and secure
Lebanon.

Do you have any problem with any of those?

Mr. SauLrz. Just in listening to them, no, I think they are a good
statement of objectives. I would say, on the question of the physical
restoration of Lebanon, if stable conditions can be brought to place
I think there will be a need for a considerable amount of outside
funding. But I also believe that there will be a pouring of private
investment into that area, given a feeling that the conditions really
are stable, because Lebanon has been a very prosperous place and
a very inviting place for investment in mym

Senator TsoNGAS. Let me say that I think the major problem you
have in the Middle East is the absence of a perception of a policy.
There is a sense of “ad hocing”’ our way through. I think a clear
statement of an overall strategy and plan would be very helpful.

Mr. Saurrz. Could I say that I react well to the points that you
raised. I do think a genuine urgency about getting at these matters
is called for, as I said yesterday. And while it is good to have some
ideas in mind as you go into something like that, it seems to me
also that it is a very intricate situation, and just how the most
direct parties will want to arrange it is yet to be seen. And we need
to be in a position to move with the pace of the negotiations.

Senator TsoNGaAs. Let me say in conclusion, Mr. Chairman, that,
as you know, when Secretary Haig was before the committee, he
antf I had a round of nasty sessions and I ended up voting against

- him. I felt strongly about it and would have done the same thmg
again. I came over time, however, to respect him enormously an
felt that within the administration he was really a voice for moder-
ation.

I say this as someone who has no personal stake in making him -

look good, having, obviously, voted against him. But as time went
on, I felt that he was a pragmatist and I salute him for that. It is a
little late, perhaps, but nonetheless.

You are far more conservative than I am and I think we have
different views. We come out of different experiences, and that per-
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haps is the reason for it. But I think you are an extraordinarily
thoughtful man and I am looking forward to voting for you and
hope that you will have the same impact in terms of pragmatism
and thoughtfulness that I think is so urgently needed within an ad-
ministration that I think has a lot of good managers but needs a
clearer course in a more pragmatic sense.

I would be pleased to vote for your nomination. It speaks well for
those who vacation in the Berkshires, I might add in conclusion.

Thank you.

Mr. SHuLTZ. Thank you, Senator.

The CHAIRMAN. Thank you, Senator Tsongas, for a typically gra-
cious statement.

I know that Secretary Haig has benefited tremendously from the
long hours that he had with this committee and with you particu-
larly. He developed a hiﬁh regard for you, and I think his state-
ment at the end of the hearing is a tribute to the constitutional
process of confirmation, which enables us to get to know each other
in a way that we could not possibly achieve otherwise.

Thank goodness, it will not take quite as long in this case.

Senator Dodd.

Senator Dopp. Thank you, Mr. Chairman.

I have just a few minutes left and then would conclude my ques-
tions.

The CHAIRMAN. Senator Dodd, why do you not just go ahead
until you finish your questions.

Senator Dopp. Thank you, Mr. Chairman.

In Chile, Mr. Secretary, there has been a government of signifi-
cant controversy, the Pinochet government. There is word that
there will be a request for military sales. Would you share with the
committee your feelings about such a proposal in light of the Pino-
chet government’s record on human rights and its refusal, really,
to be fully cooperative with U.S. governmental agencies in the in-
vestigation of the Letelier bombing a couple of years back?

Mr. SnuLTz. I think before any requests for arms are approved
we would have to find evidence of improvement in the human
rights situation and have some clarification on that case.

Senator Dopb. There have been a number of efforts over the past
year on the part of the present administration to try to develop a
working relationship or a workable relationship with the Govern-
ment of Cuba and Fidel Castro. Those efforts have not been terri-
bly successful. I gather that the Cubans have not carried through,
despite those efforts.

I wonder if you might share with the committee what criteria
you would establish as Secretary of State for any normalization of
relations with the Republic of Cuba?

Mr. SHuLTz. Well, I think the touchstone should be evidence of a
change in behavior and an intent to continue a change away from
what I would characterize as aggressive and unsettling activity.

Senator Dobpp. Would you be a bit more specific?

Mr. SnuLTz. Well, as we discussed here a minute ago, they have
troops in Angola, they have troops in Ethiopia. I do not think that
the troops in Angola are a contribution to getting the Namibia
T‘naestion straightened around. Maybe there can be a solution to
that along the lines that Senator Tsongas suggested.

96-666 0 - 82 - 12
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But at any rate, there are Cuban forces in Nicaragua and a lot of
armaments going into Nicaragua via Cuba. And I think that it is
pretty clear that these are being used in other parts of Central
Am&la(xl'ica and not to the benefit of stability in that part of the
world.

So these are examples of things that it seems to me are behavior
by Cuba that we do not appreciate. And if they start to change,
then I think we should notice that.

Senator Dopp. Thank you.

Let me ask you a sort of broader question again. I started out
with some general questions and let me step back with another
one. In March of this year there were a number of press reports
that surfaced indicating that the administration had undertaken
some covert operations designed to destabilize the Government of
Nicaragua. In general, I wonder if you might tell the committee
what your views are regarding covert operations as a general tool
of foreign policy, and then specifically I wonder if you might share
with us what you have gleaned as to the accuracy of those earlier
reports on efforts to destabilize the Government of Nicaragua.

Mr. SHuLTZ. First, I do not have any information to provide the
committee on that. I am not posted on anything. I suppose I should
add that it is in the nature of covert activities that they are not
easy to discuss in a public meeting by definition.

As to the question of covert activities as a general proposition, I
think it is a possibility that we should have a set of options and
definitely we should have the ability to use covert actions.

Senator Dopp. What sort of criteria would you set up or establish
before making that decision whether or not to use covert activities,
recognizing the serious foreign policy implications? The Arbenz
government situation in Guatemala, for instance, has caused us
trouble in the region for a number of years.

Mr. SHuLrz. I am now thinking off the top of my head, and no
doubt people have thought about this question a lot. It is not a sub-
ject that a person in private business gives a lot of attention to, so I
have not thought about it.

But I suppose one would, first of all, think that it is justified in
terms of its objectives and that it can be carried forward in a
proper way in the framework of what covert action encompasses,
that it has some chance of meeting the objectives that are being
sought, that we are not going to endanger unduly our own people
or people in another country who we collaborate with, things of
that kind.

Senator Dopp. Does that not run contrary to your earlier stated
position about maintaining relations with governments with re-
spect between nations, in effect, regardless of whether or not we
agree with them? If it becomes common knowledge—and I should
tell you, from my own point of view, I do not have a blanket opposi-
tion to covert activities—but we run the risk of contradicting our-
selves in terms of our absence of support for what we may perceive
as legitimate nationalistic movements facing repressive govern-
ments, if, in fact, we also endorse covert activities as a way of de-
stabilizing existing governments?

>~
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Mr. SHuLTz. If the point is that covert activity or action is some-
thing that should be undertaken in relatively rare circumstances, I
would agree with that.

Senator Dopp. Not necessarily——

Mr. SuurTz. Not a sort of profligate use, as not the first thing
you think of when you have a problem. ,

Senator Dopp. 1 mi%ht ask you at some later point to maybe give
that one some more thought and share with the committee in some
detail how we might set up some standards. I think some already
do exist with our Intelligence Committees, but I think it would be
helpful for the Foreign Relations Committee.

Senator Tsongas and I introduced legislation earlier this year
when those reports surfaced dealing with covert activities in Cen-
tral America. It might be helpful to both of us if we could have
some additional thoughts and comments on what standards we
ought to apply in using covert activities.

I have just two other points, Mr. Secretary. There has been a
recent report in one of the national magazines that there has exist-
ed since 1973 an “understanding,” not in writing, between the su-

rpowers not to place ground troops or forces on the ground in the

iddle East. Are you aware of any such understanding?

Mr. SHuLTz. I am not aware of it, but that does not mean it does
not exist.

Senator Dopp. If on examination of whether or not it does exist,
you conclude that it does, would you also conclude that this is
something that the Congress ought to be aware of, whether or not
such an understanding does exist?

Mr. SHuLTZ. I believe I am correct in saying that there are
American troops in the Sinai force, or American participation. Is
that not right?

Senator Dopp. Yes.

fl_\gr. SHULTZ. So there is an example. And of course you are aware
of it.

Senator Dopbp. I will make the same request.

Mr. SHuLTz. OK, I have it.

Senator Dopp. The last point, and it should not necessarily come
last, for no other reason but based on my own ethnicity, Ireland is
a nation in great turmoil, because of the tragedy of Northern Ire-
land. The previous administration and the present one have indi-
cated a willingness to be helpful in trying to resolve that terrible
civil war in the north. I am wondering, first, if you might offer
some suggestions on how we might as a Government, both the ad-
ministration and the le%islative branch, be constructive in trying to
contribute to a peaceful resolution of that strife, and second,
whether or not we should make at least the offer of some economic
gssistance if the issue is settled, as the previous administration had

one. :

Mr. SHurrz. That was certainly a very distressing situation. If
there is something constructive that we can do, we certainly ought
to do it. I think it is a question whether there is anything we can
add to that situation, but basically, I should turn you over to my
wife, who describes herself as 100-percent Irish, and I do hear
about this, and I have been in Ireland, and one of the things that
interested me, and going back to my Bechtel days, is, there is a
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large alumina plant in Ireland, near Shannon Airport, on Augan-
ish Island, being built basically under Bechtel management. 1 vis-
ited the job, and during the time of the hunger strikes in Northern
Ireland, and it was striking to me to see how aware and involved
people in southern Ireland were.

ere were instances when the flag would go up and the job
would go down, and everybody left. They would go to Mass. We did
manage to arrange for a Mass to be held on the job, and things of
that kind, but it is obviously a situation that is of t concern
throughout Ireland, not just Northern Ireland. I could see that just
from my own observation on the spot.

Senator Dopp. Well, for your information, Mr. Secretary, a group
of us in the House and in the Senate formed an organization called
the Friends of Ireland, which has been specifically organized to try
to offer some constructive suggestions and an approach to the situ-
ation. It is one that has attracted, unfortunately, some very ex-
treme elements, not the Friends of Ireland, but other organizations,
and Speaker O’Neill, Senator Kennedy, Senator Moynihan, and
Governor Carey originally started the new approach to trying to

ive an American perspective to the issue, and we have since

roadened it into a very bicameral, nonpartisan kind of effort. I
certainly appreciate the support that we could have from the ad-
ministration in that effort to offer some constructive suggestions in
that arena.

Mr. SxuLrz. It is hard for anyone not to want to be involved in
something called Friends of Ireland, particularly in my household.

Senator Dopp. Well, maybe we can solicit your wife anyway as a
good, active member. .

Mr. Secretary, let me just say to you that I have been most im-
pressed over the last 2 days. I cannot say that I agree with every
position you have taken, but you have been candid where candor
was needed, and you have been evasive when evasiveness was prob-
ably the best response. I look forward as one member of this com-
mittee to working with you. I am impressed by your openness and,
I think, dyour willingness to consider other options, other opportuni-
ties, and I look forward to that relationship. I wish you well. You
have my vote. I appreciate your patience with the committee.

Mr. SHuLrz. Thank you, Senator.

Senator Dopp. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you, Senator Dodd.

Senator Pressler has one brief question.

Senator PressLER. I have one final question. I feel that you have
done a very good job here. I was trying to get an answer earlier on
Pakistan, on its nuclear power program, concerning whether they
would explode a nuclear device. I worded my question to ask what
we would do if this were to occur a year from now, and you said
you would have to weigh the options. I want to get a feel for this
from you, so I will rephrase the question.

You will be approved in the Senate tomorrow, and sworn in to-
morrow afternoon. Let us say tomorrow night Pakistan explodes a
nuclear device with the material we have provided. What would
your recommendation be to the President Friday morning?

Mr. SHuLTzZ. I cannot say offhand, but I can say that I would be
recommending some very serious changes in our approach to Paki-
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stan as compared with what we have today, but tprecisely what I
would recommend, I do not have right on the top of my head.

Senator PressLER. Thank you.

The CHAIRMAN. Thank you very much.

Senator Hayakawa has a brief comment.

Senator HAYAKAWA. I have a final statement to make, Mr. Chair-
man, before voting. Some 30 hours ago I came before you to say
that George Shultz fully justifies the confidence the President has

laced in him by appointing him as Secretary of State. Since then,

e has responded to our questions, not only thoughtfully but from
the backgound of an enormous storehouse of knowledge and experi-
ence, but also with humor and J)atience and good nature. He has
won the admiration of us all. Indeed, in George Shultz we have not
only a scholar and a man of character, but we have what promises
to be an outstanding diplomat.

I am honored, then, to vote in favor of his nomination. Thank
you, Mr. irman.

Mr. SHuLrz. Thank you, Senator.

The CHAIRMAN. I would like to make some brief comments, and
then I think we will be prepared for a vote. I would like each
member of the committee to think about the possibility of taking
the vote up this afternoon. The Senate will be going into executive
session on another nomination. Instead of holding over for 24
hours, on unanimous consent we could take it up this afternoon. I
think there is a sense of urgency about having a Secretary of State
in place at the earliest ible time. The committee seems to be of
one mind, and I think the Senate will accept the strong recommen-
dation of this committee. So we will ask if that would be agreeable
to the members of the committee, that we do take it up this after-
noon and try to have that vote with whatever reasonable time limi-
tations committee members and certainly any other Members of
the Senate would have ample opportunity to make statements on
the nomination. The leadership is prepared to do this.

Senator Pell.

Senator PeLL. Mr. Chairman, I think that is most acceptable to
us, and we would accept a relatively short time agreement. I also
think as long as we have a quorum here there is another matter
that is without, I think, a dispute—it passed the House yesterday
ttz' a 399 to 1 vote—that the Senator from Connecticut would like

raise.

The CHAIRMAN. Yes; I would like to defer that for just a moment,
until we finish comments on the George Shultz nomination.

Mr. Secretary, I would like to put a couple of questions to you
that have been of some concern to the members of the committee.
Members of Congress in fact have frequently complained that they
are too rarely consulted, as distinguished from being informed, at
the takeoff of major policy changes or initiatives that have been
made by the administration, and yet an administration always
looks to the Congress to keep the policy afloat with authorization,
money, support, and we share responsibility for crash landings
many times.

I can well recall when Senator Glenn almost went through the
ceiling of the White House when we were called over and informed
1 hour ahead of the President going on television to say that we
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were going to recognize the People’s Republic of China. That was
y consultation, as he said.

This administration has been extraordinarily good on that score.
I would consider the consultations we have had on the introduction
of American peacekeeping forces into Lebanon as the highest order
of consultation. No decision has been made. Policy is being formed
now, and I would only ask you this question. Is it your intention to
consult on those matters that affect the Foreign Relations Commit-
tee before a decision has been made by the administration, and
consult adequately, in time to be able to have us share our views
with you?

Mr. SHuLTZ. Yes, sir.

The CHAIRMAN. Do you have any reservation about the ability of
this committee to maintain secrecy of information and opinions
provided by your Department in confidence? Are there steps which
coula(ll‘d lg?e taken in your judgment to increase your confidence in this
r 7

r. SHuLTz. I have complete confidence, and I will proceed on
that basis until or unless experience proves me wrong.

The CHAIRMAN. Fine. I mentioned before, and we introduced a
question from Arlen Specter on Soviet Jewry. I have discussed this
s0 many times with the Soviets, and we are now at a very low level
of emigration. Families are broken up, and there is considerable
personal hardship experienced. To what do you attribute the sharp
decline in allowances for Soviet Jews to emigrate?

Mr. SHuLTZ. Well, it is a terrible thing that they are doing, and
it is hard for me always to ];;icture a society that feels thegfhave to
hold people in and do not have freedom of emigration. course,
this is a movement to a very low level, and it is hard for me to
imagine what the reason is. No doubt it has something to do with
the overall attitude toward the nature of our relationship. It is
always distressing to see that taken out on people.

The CHAIRMAN. What do égu feel are the most positive things
that we can do, first as a Government, to encourage emigration
policy changes, and also what role do you feel private organizations
can play in this effort?

Mr. SHuLTZ. What organizations?

The CHAIRMAN. Private organizations.

Mr. SHuLTZ. Well, on the last part of it, I think it is important
for private organizations to be ready to receive people who come
and to help them constructively to enter life wherever they go. I
know many of the Jewish emigrees from Russia have wound up in
California, and I am familiar with some efforts that have been
made there with respect to scientific and engineering personnel to

- be helpful, but I think that is the type of thing that private organi-
zations can do.

Insofar as what we can do, I think the first point always is to go
back to the things that affect the generality of our relationship,
and those are fundamental. Within that framework, then, I thi
we have to keep pointing out to the Soviet Union our views about
this and other elements of the human rights picture, making it
clear to them that we regard these matters as of great importance
and as one of the touchstones of any emerging relationship that we
might have.
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The CHAIRMAN. One question had been raised in recent months
by a growing number of Senators and Congressmen who have
called for unilateral U.S. withdrawal of troops now stationed in
Europe. In your opinion, what would be the consequences of U.S.
troop withdrawal in whole or in part from Western Europe at this
partigular time? How do you think our European allies would
react?

Mr. SHuLTz. I think it would be a devastating blow to the NATO
alliance and therefore to ourselves, and it does seem to me clear
that the NATO alliance must be given a great amount of credit for
the fact that with all of the troubles we have managed to have
peace in Europe for quite a stretch of time now, almost 40 years,
and that is a good record and a good accomplishment for that alli-
ance. They also are a strong element in the overall deterrence as
a&};lied to the Soviet Union. So, I think it would be a very bad
thing.

The CHAIRMAN. I certainly agree with you, and would vigorously
oppose it. We also have other strains, as we have mentioned earlier
todafv, with our allies. Certainly the article that appeared in the
Wall Street Journal on July 7, which I ask unanimous consent to
insert into the record at this point, indicates that Japan and the
Soviet Union will continue their joint development of oil and natu-
ral gas of the Sakhalin Islands despite a U.S. decision forbidding
Japan from using U.S. technology in the project. An official of the
Japanese Government said, we plan to complete the project no
matter what.

[The article referred to follows:]

[From the Wall Street Journal, July 7, 1982]

JAPAN To CoNTINUE SoviET ENERGY PROJECT DESPITE BAN BY UNITED STATES

Tokyo.—Japan and the Sovet Union will continue their joint development of oil
and natural gas off Sakhalin Island despite a U.S. decision forbidding Japan from
using U.S. technology in the project, an official of the Japanese government-backed
Sakhalin Oil Development Corp. said.

“We plan to complete the project no matter what,” the official, who declined to be
identified, said. “We didn't set up this Project to satisfy U.S. interests, and we won'’t
quit just because the U.S. wants us to,” he added.

The Reagan administration ban on using American technology on Soviet energy
pr'%tlacts was imposed mainly to hamper the Siberian natural gas pipeline to Europe.

e Japanese official conceded that the U.S. ban will delay the project at least a
year, but he insisted there is still hope the U.S. will lift the embargo.

If the U.S. ban remains in place, however, he said. “Our options are few, but
sop;ehow we will find a way.” One option would be the use of Soviet technology, he

said.
* The Asahi Shimbun, a Japanese daily, reported that Japanese and Soviet officials
already have agreed to continue the project in the northwest Pacific, using Soviet
drilling (:(luipment alone.

Originally, the next phase of the project was to use two offshore oil rigs, one
Soviet and one Japanese. The latter incorporated U.S. technology, however, and has
been withdrawn because of the U.S. ban.

The Sakhalin Oil Development official refused to comment on the Asahi report.

The CHAIRMAN. Similarly, in today’s Wall Street Journal, we
have an article that I ask without objection be incorporated, which
ints out that the 1960 embargo which we im on the Soviet
nion construction of a pipeline 20 years ago was comparable to
the present one. Both contributed slightly to Europe’s energy
needs. The Soviets have not cut off this 20-year-old pipeline, and
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the major effect of that older embargo was to complicate United
States-European relations. The West German Government was
nearly brought down by the embargo, according to the article.

[The article referred to follows:]

[From the Wall Street Journal, July 14, 1982)

U.S. Errort To BLock Sovier Gas PlpuAmx RecALLS FAILED EMBARGO OF 20 YEARS
GO

(By Steve Mufson)

“Trade denial has come to be an important symbol of our cold war resolve and
purpose, and of our moral disapproval of the U.S.S.R.,”” wrote a presidential aide.

These words weren't written about the Reagan administration embargo of natu-
ral-gas pipeline equipment to the Soviet Union in the aftermath of the military
crackdown in Poland. They were written 19 years ago by John F. Kennedy aide
Walt Whitman Rostow about an almost identical U.S. embargo of equipment for a
Soviet oil pipeline in the aftermath of the Cuban missile crisis.

All but forgotten in the U.S,, the pipe embargo of 1962-1963 remains a sore point
for West Germans eager for trade with the Soviet Union. Western experts on Soviet
trade argue the Reagan administration could learn much from the pipeline battle 20
years ago. They also say the outcome of the current fight (if the Reagan administra-
tion persists) will probably be the same: some construction delay, but ultimately
completion of the project, a political victory for the Soviets and a setback for the
unity of the Western alliance.

The American embargo two decades ago remains freshest for the West Germans,
who were the only ones to go along with U.S. efforts then. “The Germans keep
coming back to this (earlier incident),” says Angela Stent, Georgetown University

rofessor and author of “From Embargo to Ostpolitik,” a book about West German-
goviet relations. “They were the only country to go along with the (1980) Olympic
boycott as well. They aren’t going to be in the position again of forfeiting business
while their competitors and allies go ahead.”

The U.S. decision to embargo large-diameter steel pipes to the U.S.S.R. in 1962
was a reponse to growing European trade with Russia and to concern about increas-
ing Russian oil exports, according to Miss Stent.

Soviet plans at the time called for an increase in oil exports to the West to more
than a million barrels a day, from a 1960 level of 486,000 barrels a day. Even the
increased level was just 4% of world oil sales. About 40% of the Soviet oil exports
went to Italy, Japan, and West Germany.

AN EARLIER CONTRACT

West Germany was attracted to the pipeline project as much for prospective steel
exports to stop the slide in steel prices as for oil availability. On Oct. 5, 1962, three
major Ruhr steel companies signed contracts to supply the U.S.S.R. with $28 million
of 40-inch diameter steel pipe.

American officials cried out against the plans. “Economic warfare is especiall;
well adapted to their (Soviet) aims of world-wide conquest,” concluded Sen. Kenne
Keating’s subcommittee after hearings on Soviet oil. “They are using oil to buy val-
uable machinery and know-how from the West. They have even succeeded in ex-
changing oil for the pipelines, valves and tankers. . . . If these tactics continue to
succeed, there is danger that Western countries will become increasingly dependent
on Soviet oil supplies for vital defense as well as industrial activities.”

Oil companies also denounced the project. They charged that the Soviet Union
was dumping oil, selling it to Germany at a price of $1.71 a barrel, well below world
market prices of $2.56 a barrel, according to Miss Stent.

Unable to muster complete allied sumt for a formal Western embargo, the U.S.
obtained an informal North Atlantic ty Organization resolution opposing the
pipeline. Highly sensitive to U.S. pressure, the West German government agreed to
comply with the resolution and barred the three steel companies from fulfilling
their contracts. In the domestic political uproar that followed the ruling West
German coalition was brought to the brink of collapse after it used the heavy-
handed tactic of walking out of a meeting of the Bundestag, thus depriving the par-
liamentary body of a quorum and of the chance to vote down the proposed sanc-
tions.
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The three German companies slashed their operations in the wake of the sanc-
tions. The Soviet Union sued the firms. And West German-Soviet trade dropped

sharply.
OTHER ALLIES WENT AHEAD

Other allies weren’t so easily deterred. The British deemed the NATO resolution
non-binding and continued to supply large-diameter pipe to the Russians. The Ital-
ians interpreted the resolution as not applying retroactively and fulfilled existing
contracts. Japan and Sweden also continued to supply the Soviet Union.

The embargo stimulated increased Soviet production of large-diameter pipes,
albeit at the expense of other Soviet industrial goods. The Soviet pipe was also
somewhat inferior in quality to Western pipe. In 1961 the U.S.S.R. produced no 40-
inch diameter pipe; by 1965 it was producing 600,000 tons a year.

Soviet leader Nikita S. Khrushchev ridiculed the American embargo. “Anything
one pleases can be regarded as strategic material, even a button, because it can be
sewn onto a soldier’s pants. A soldier won’t wear pants without buttons, since other-
wise he would have to hold them up with his hands. And then what can he do with
his weapon? But if buttons really lgad such great importance and we couldn’t find
any substitute for them, then I am sure that our soldiers would even learn to keep
their pants up with their teeth, so that their hands would be free to hold weapons.”

In the end the pipeline was finished, though slightly late. Soviet oil exports in-
creased as planned. Miss Stent concludes in her book that ‘‘the chief result was a
general irritation both in East-West relations and in relations between the United
States and its allies.”

“It’s obviously comparable,” she says. Like the Soviet oil pipeline, the current
Soviet natural-gas pipeline will contribute relatively small amounts of Europe’s
total energy needs. The U.S. is again hinging its embargo effort on one crucial
item—compressors—instead of large pipe, and trying to enforce the embargo on Eu-
ropean firms retroactively.

EUROPE MORE OUTSPOKEN TODAY

One important difference today is that Europe is more galvanized in its opwsitjon to
the U.S. efforts. “The Germans don’t play the same role, but America is showing its
allies that it doesn’t like East-West trade policy,” says Miss Stent. “The Russian
are reacting in the exact same way: Their national virility is being salted. It is in-
ducing them to develop their own capacity.”

Another difference today is that some U.S. officials and conservative commenta-
tors are focusing their criticism on the credit arrangements through which the
Soviet Union is financing the pipeline. The say that some Western governments are
subsidizing credit that Moscow wouldn’t be able to raise on a free market. Such
credit, they say, will indirectly help the Soviets build other segments of their econo-
my or military. Proponents of the pipeline project reply, however, that the Soviet
Union will, in effect, pay for those credit subsidies through lower gas prices.

Miss Stent plays down U.S. arguments of potential security threats posed by
energy dependence on the Soviet Union. “Some of that dependence already exists.
Besides there are four areas, such as Berlin, where the Soviet Union can put pressure
on without sacrificing ings.” Furthermore, she adds, “it is in the security
interests of Europeans to diversity sources of supply. The Soviet Union is as attractive
as Libya or Algeria.”

“Yes, the embargo will hurt them,” argues John Hardt, Library of Congress ana-
lyst, about the Soviet Union. “The pipeline, like the one in 1962, will be more costly,
take more time, be of less quality. But the Soviet Union will offset the efficiencies it
would have gained by making different priorities.”

“We've created new opmunities for the Soviets,” says Ed Hewitt, Soviet Union
expert at the Brookings itution. “They’d like to come out with some diplomatic
coup, an agreement with Europe directly contrary to the wishes of the U.S. govern-
ment. If they can come off with a visible, highly publicized ageement (to replace
embargoed U.S. equipment), that would be worth something to them” -

The CHAIRMAN. So, once again, I think we have a very serious
problem. I would like, in my closing comments, to read one sen-
tence again from the letter from Ambassador Mansfield. I think
Senator Pell and I both received this. “George Shultz is the right
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man for the right job at the right time, and his services are greatly
needed at this time of great difficulty.”

We discussed earlier a statement made by a PLO official that the
PLO was prepared to recognize Israel on a reciprocal basis. Over
the lunch hour, I have had reaffirmed to my satisfaction from a
neutral source, but a source that is a close friend of the United
States of America at the highest level that this is a fact, that a
great opportunity now exists, and universally the moderate Arab
countries are hoping that we will see this nggrtunjtz;‘At long last,
possibly the greatest adversary that Israel had that has threat-
ened the peace of the region, magebe at a point where it will recog-
nize the right of Israel to exist behind defensible borders, and the
right of its people and the people of the whole region to live in
peace.

Mr. Secretary, I cannot imagine anyone better qualified to take
on that challenge and the many other challenges that the members
of this committee have laid before you.

Does anyone have any further comments or questions?

Senator Dopp. Mr. Chairman.

The CHAIRMAN. Senator Dodd, do you want to take up this one
resolution first?

Senator Dobp. This can be drawn up almost by unanimous con-
sent. This is the Glenn resolution, and if the Senator were here, he
would offer it. It reinstates the language as part of the certification
process, the successful examination and prosecution of those re-
sponsible for the death of the churchwomen and the AIFLD officers
as well as the journalist, John Sullivan, who disappeared in El Sal-
gggor. llt is the same language that the House adopted yesterday

to 1.

I would recommend, Mr. Chairman, that we adopt Senate Joint
Resolution 208 or the House resolution, whichever is simpler. The
words are identical in both resolutions.

Senator PELL. I would strongly support the motion of the Senator
from Connecticut.

The CHAIRMAN. Is there any objection?

Senator SARBANES. Why don’t we do the House resolution?

Senator Dobp. If we do the Senate resolution, we can change the
number on the floor.

The CHAIRMAN. Is there any objection to the Senate resolution or
a desire to set it aside and discuss it later?

[No response.]

The CHAIRMAN. Without objection, the resolution is adopted.

Senator Dopp. Thank you, Mr. Chairman.

The CHAIRMAN. Secretary Shultz, you are free to stay if you
wish. If you wish to be excused, we wﬂ{ take the vote.

Mr. SHuLTZ. I always believe that when the professors discuss
and vote, the students should leave, so I will see you later.

The CHAIRMAN. Thank you very much indeed. [Pause.]

The record will be kept open for additional ques-
tions that may be submitted to Mr. George Shultz. He has a
number already that have been submitted.

There being no further questions, the Chair would entertain a
motion.
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Senator PELL. I move approval of the nomination of Mr. Shultz.

Senator LuGaAR. I second the motion.

The CHAIRMAN. It has been moved and seconded. The Clerk will
call the roll.

Mr. KEaNEY. Mr. Baker.

Mr. SANDERS. Aye by proxy.

Mr. KEaNEY. Mr. Helms.

[No response.]

Mr. KEaNEY. Mr. Hayakawa.

Senator HAYAkawA. Aye.

Mr. KEANEY. Mr. Lugar.

Senator LUGAR. Aye.

Mr. KEANEY. Mr. Mathias.

Senator MATHIAS. Aye.

Mr. KEANEY. Mrs. baum.

Senator KasseBauMm. Aye.

Mr. KEANEY. Mr. Boschwitz.

Senator BoscHwiTz. Aye.

Mr. KEANEY. Mr. Pressler.

Senator PRESSLER. Aye.

Mr. KEANEY. Mr. Pell.

Senator PELL. Aye.

Mr. KEANEY. Mr. Biden.

Senator PELL. Senator Biden is unavoidably detained because he
is chairing a special closed-door hearing of the Intelligence Com-
mittee, but he votes af'e by proxy.

Mr. KEaNEY. Mr. Glenn.

Senator PELL. Aye by proxy.

Mr. KEANEY. Mr. Sarbanes.

Senator SARBANES. Aye.

Mr. KEANEY. Mr. Zorinsky.

Senator PeLL. Aye by proxy.

Mr. KEANEY. Mr. Tsongas.

Senator TSONGAS. Aye.

Mr. KEaNEY. Mr. Cranston.

Senator CRANSTON. Aye.

Mr. KeaNEY. Mr. Dodd.

Senator Dobp. Aye.

Mr. KEaNEY. Mr. Chairman.

The CHAIRMAN. Aye.

The ayes are 16, the nays are 0. We will leave the balloting open.
We have called Senator Helms’ office. I feel quite confident it is
just a matter of a moment before we have his vote. It is unani-
mous. I would ask the committee’s judgment on the time limita-
tion. I am sure the leadership on both sides will accept whatever
decision the committee makes. It is recommended that we limit
debate to 1 hour, half an hour to each side.

Senator TsoNGAs. What is the other side?

Senator PELL. What about 30 minutes and 30 minutes divided
evenly?

Senator SARBANES. Yes.

Senator CRANSTON. Anything.

The CHAIRMAN. We will then advise the leadership that it is ac-
ceptable with this committee to take up the nomination today, and
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that it will be limited to 1 hour equally divided. Is there any fur-
ther business to come before the meeting?

[No response.] . i
The CHAIRMAN. Members of the Committee, I wish to thank you
very much indeed for your usual splendid cooperation. This meet-
ing is adjourned.
Additional questions and answers follow:]
STATE DEPARTMENT'S RESPONSES TO ADDITIONAL QUESTIONS SUBMITTED BY SENATOR

Question 1. Do you think that the United States is militarily overextended in
terms of our foreign policy commitments? - . i

Answer. No. The United States does not approach the military requirements of its
foreign policy commitments with the assumption that we will have to act unilateral-
ly or in multiple theaters simultaneously. In any major military contingency, the
United States would rely heavily upon its Allies. ot .

The United States has allowed its military capabilities to dwindle by years of un-
derfunding the Defense De ent. To that extent we are overextended in some
areas. The President’s Five Year Defense Program is designed to bring our capabili-
ties and requirements more into line.

Question 2. US. Troop withdrawal in Western Europe.—In recent months, a
sgwing number of Senators and Congressmen have called for unilateral U.S. with-

wals of troops now stationed in Europe.
W(A) In your opvinion, what would be the consequences of U.S. troop withdrawal in
estern pe?

(B) How specifically, do you believe the European allies would react?

Answer. (A) American troops in Euro.m are there for our own vital national inter-
ests in the defense of Allied security. They are also essential for America’s leader-
ship of a united Western coalition. Placing that commitment in doubt by threats of
troop withdrawals would run counter to our long-standing interest in Western secu-
rity. It would also weaken and demoralize Western Europe and virtually exclude

ied support for U.S. efforts to meet the Soviet challenge outside of Europe.

Most of those who talk of reducing our troop presence ini Europe e that we
should maintain our commitment and our presence but that we should spur our
Allies into action by symbolic withdrawals or by threatening withdrawals. Their ap-
groach is largely tactical, designed to produce a more equitable distribution of the

urden, if not a greater overall effort.

This approach is bj%hly unwise. At a time when we are working with Allied gov-
ernments to warn publics as to the magnitude of the Soviet threat, even token troop
withdrawals would send a totally contradictory signal. It would be impossible to
counter the argument that the European security situation cannot be all that bad if
the U.S. has begun to pull out forces. We would cripple Allied ents in their
efforts tanolgm public and parliamentary suu;s:rort for improved defenses.

(B) Unilateral withdrawals would seriously degrade NATO conventional defense
capability, would weaken the concept of forward defense and undercut the NATO
position in MBFR negotiations. It would certainly be seen by both Allies and poten-
tial adversaries as a weakening of U.S. commitments abmati and a reinstatement of
a “Fortress America” foreign policy. It would be welcomed by the Soviet Union and
play directly into their hands, s'i)litﬁng the United States from Europe. This reduced
commitment on our part would be perceived as a relinquishment of world leader-
ship. It would not stimulate increased defense commitment by our Allies; instead,
the omite effect would more hke‘lly result. US. abilities to exert our influence
wii:}:l cﬁ'ee on political, military and economic issues would be further limited by
such action.

Question 3. Do you believe that additional U.S. military advisers are necessary or
advisable in El Salvador?

Answer. U.S. military personnel are assigned to El Salvador as part of military
tmin.:;s!teems. They are trainers, not advisers. There have been up to 57 of these
uUs. itary trainers in El Salvador in connection with our security assistance pro-
gram. We believe that we can successfully im%ement that program without any sig-
nificant increase in the number of incountry U.S. trainers.

Question 4. The Congress agreed last year to provide high levels of military aid to
Pakistan to strengthen our strategic position in South Asia and the Persian Gulf. If
Pakistan continues to develop the capability for nuclear weapons, however, at what
point should the U.S. terminate aid to show our opposition to nuclear proliferation?
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Answer. We have made it clear to the Pakistan Government that given our firm
commitment to nonproliferation, a Pakistani nuclear explosion or violation of inter-
national safeguards would have serious consequences for United States-Pakistan bi-
lateral relations. We believe that the current U.S. program of economic and mili-
tary assistance should enhance Pakistan’s sense of security and help remove the

rincipal underlying incentive for the acquisition of a nuclear weapons capability.
gakistan insists that its nuclear research is directed toward peaceful ends.

Question 5. The United States is behind on its commitments to IDA VI, but has
indicated it will begin negotiations on IDA VII this fall. Other donors might possibly
increase their relative contributions to IDA and other multilateral banks, but prob-
ably only at the price of reduced U.S. influence in those institutions. If the choice
was between reduced U.S. influence or reduced multilateral assistance flows to the
Third World, which would you choose?

Answer. The Administration has not suggested a reduction in multilateral assist-
ance flows, so we do not believe we face a choice between U.S. influence and assist-
ance levels. We do believe, however, that U.S. contributions to the concessional
MDB windows should be reduced, at least in real terms, and that such assistance
should be concentrated more on the neediest countries. It is conceivable that other
donors may wish to supg:rt a larger IDA VII than the United States will wish to
support, and therefore willing to increase their relative shares. However, we
expect the United States will continue to be the largest overall contributor to
concessional windows, and thus I believe our influence will remain considerable.
The difficulties we have experienced in funding IDA VI accentuate the importance
of reaching agreement on a level for IDA VII which will have the broad support of
the Congress. U.S. inability to meet our internationally negotiated commitments on
gdgmely basis is inconsistent with the leadership role we wish to exercise in the

Bs.
Question 6. 1 have been pleased this year to help launch the Export i
Industry Coalition—EPIC—which is a unique coalition of labor ango them
foods ind united to boost exports.

The goal of EPIC—and it is a goal I strongly support—is to increase value-added
commodity exports to enhance our balance of payments.

The State Department has been one of the most forceful proponents of further
value-added exports in the past year. Although other executive departments have
the primary export promotion responsibilities, our embassy personnel can play a
vaa:igniﬁcant role in expanding opportunities for value-added sales abroad.

you pledge to us your support for this effort and will you charge your ap-
pointment for the Under Secretary of State for Economic Affairs—whoever he or
she may be—with support for this export initiative?

Answer. I recognize the additional economic benefits, in terms of revenue, foreign

' , and employment, which exports of processed, or value-added, products
bring to our national economy. I can assure you that our embassies will continue to
play a significant role in expanding opportunities for value-added exports, in active
support of the market development prE:ms of USDA’s Foreign Agricultural Serv-
ice. The Under Secre of State for nomic Affairs in my Department, as well
as other economic officials, will be charged with supporting this initiative.

The State Department will continue to work closely with the Export Processing
Industry Coalition to boost value-added exports. This kind of private sector initia-
tive, in tandem with the efforts of government agencies, can make a real contribu-
tion to achieving our economic objectives.

Question 7. Early in his administration, Secretary Haig directed each of our am-
bassadors to make export promotion—of all kinds—a high priority at their embas-
sies.

As a member of the President’s Export Council, I know the importance of export
promotion to our nation’s economic well-being. I know you share that belief, too.
After you have taken office, will you instruct our ambassadors to make export pro-
motion a high priority in their overseas responsibilities?

Answer. amwellawareofSecretgﬁ' ig’s earlier guidance to Chiefs of Mission
ref:rding export promotion. I agree fully with the position he took.

recent years significant export contracts have been awarded to American com-
panies that energetically pursued sales opportunities abroad. In more and more
cases, our firms are beingFaasisted in their coméetition for overseas business by the
Foreign Service and the Foreign Commercial Service, including key officers of our
overseas posts.

The contribution which an American ambassador can make to the U.S. export
campaign is often critical to winning foreign businees contracts. In the past 18
months, and particularly in areas of major project contracts, there are at least eight

96-666 0 - 82 - 13
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cases in eight countries (Egypt, Argentina, Paraguay, Hungary, Yugoslavia, Korea,
Jam,-:ﬁandiwinwhkhthcfnnimohementbyourambaandorandhh
nniordduin-eounhyhnneonﬁhﬁedtoadedﬁonfavonblemtheUS.bidder.
lmttonethihndof:gpmtou.s.b\m continue and I will be advising
my Chiefs of Mission on the subject.

Question 8. On numerous occasions, the European Community has threatened to
limit its i of corn glul foedptodmﬁ'omtheUnitedStates.Comﬁll.um
feed is a protein animal feed ingredient, that is principally produced in Illinois
by corn wet ing industry. Exports of corn gluten feed to the European u-
Corn. gluten Toad exports have achis

gluten mhnmmmmuh?dyduemthem
that the EC grai pohcthnthcdmnﬁcdprined eed stuffs artificial-
high. Also, during the Kennedy Round of M Trade N tions, the

Hniud.suugmeeeumnynqoﬁ-udgguo‘dutyonm ten feed imports into

nited States granted certain trade advan to Community. Unfortunately,
i i h&l consultations under the General
t on Tariffs and Trade (GATT) with the United States to discuss the possi-
ty of limiting the amount of duty-free corn gluten feed rts that the United
States could nhiptothecommunimddiﬁonﬂly,onAm , 1982, the Communi-
ty has that corn gluten be placed under its grain import licensing
nﬂ:;thatwiﬂm.ﬁmummmtmhds,forthcﬁmﬁm&forthisimpor&
restriction on this binding is le. It is vitally important to our corn
mﬁnmd who are facing di t economic times. Recently, both the
te and Homumnimomlyn?mudmoluﬁonsurgingtheExecuﬁve
Branch to reject this protectionist move by the Community. As you know, I intro-
duoced this resolution in the Senate.

Do you agree that the United States must once again tell the EC that we cannot
and will not accept limitations on our exports of corn gluten feed? In other words,
isn't it a fact that this matter is a non-negotiable issue?

Answer. | share the Administration’s view that the binding on corn gluten feed is
non-negotiable. Qur exports of this product to the EC are the direct result of the
EC's grain prices, and I do not believe that U.S.
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us on corn gluten feed has been shelved temporarily. In response to the EC request
we have agreed to GATT consultations—not negotiations—on corn gluten feed.
These will take place in September. We have made our position that the binding
corn gluten feed is not negotiable very clear, and we hope that the EC will not con-
sider the consultations as the prelude to any negotiations.

As of A 1, corn gluten feed imports will come under the EC’s Common i
cultural Policy for grains, which means import licenses will be required. The EC
assured us that this move is not intended to restrict corn gluten feed im but to
allow the Commission to collect trade data more quickly and completely. We have
instructed our embassies in the EC capitals to monitor the implementation of this

to make sure that it is not used in any way to delay or restrict corn gluten

imports.
Question 9. If the Europeans continue to heavily subsidize processed food
despite our vigorous s:'otuta in the GATT, should we review our own ap-
pro.chhoeﬂ‘ortmhi'es—aspermittedinthel%li‘armmll?
Answer. The EC and the United States are the most im t players in world
gricultural trade, and their policies shape the direction of the entire system. The
nited States has consistently supported a liberalization of world agricultural trade,
which makes economic sense and benefits consumers and competitive producers. We
lan to work within the GATT to the rules for trade in agricultural products
gm:fhtmmcloalyinholinewi the rules for other ki of products. This
should increase discipline over the use of agricultural export subsidies. In that con-
text, I think it would be counterproductive, as well as costly, for the United States
:‘m?uwdiﬁngiwwrd rts. During the seventies, when we did not
idise, our agri exports q and our market shares increased. We
have the most to lose if the world agricultural trade system becomes more protec-

At the same time I recognize that the EC’s export subsidy practices disadvantage
US. farm ataﬁmewhenUS.&rm.incomesmsenouslydepruud.m
on our list of trade priorities must be protecting our access to the EC market
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mkix;gwim&mwthecﬁmmforUS.agriculmrdexpomwthirdmarkeu.The
1981 Farm does give us the authority to subsidize agricultural exports, but I
think we would be better served by continuing to seek improvements through GATT
and through a bilateral dialogue with the EC.

Question 10. Mr. Shultz, you are known to be a strong believer in a marketplace
economy and free trade principles, a viewpoint most of us share and most American
agricultural processing grms share. However, we seem to be faced with many in-
stances where U.S. businesses are competing against the treasuries of other govern-
ments and where subsidies by other governments are taking away markets of
American-produced and American-processed products. Do you agree that the State
Department must vigorously oppose trade J:olicies of other countries which give
them an unfair competitive advantage over U.S. products?

Answer. I agree with you that we must seek greater adherence to the principles of
free trade. In particular, I believe that greater discipline should be obtained over
the use of export subsidies which are expensive, inefficient and which lead to seri-
ous distortions in the world trading n:rstem.

Although, present international rules prohibit the use of export subsidies for man-
ufactures, rt subsidies are permitteJ for agricultural products under certain cir-
cumstances. %ncu.\ tural trade will be addressed at the upcoming GATT Ministerial
meeting. I understand that the goal of the Administration in that area is an agree-
ment for greater discipline over agricultural export subsidies; I fully support that

STATE DEPARTMENT'S RESPONSES TO ADDITIONAL QUESTIONS SUBMITTED BY SENATOR

Question 1. The full Senate is expected very shortly to consider Montreal Proto-
cols 3 and 4 which modernize the existing international system ing aviation
accident compensation and liability. How important do you consider ratification of
the Montreal Protocols? Will you be lending your personal sup to this effort?

Answer. This Administration strongly supports ratification of the Montreal Proto-
cols 3 and 4 as an important step in achieving its policy objectives in international
aviation. .

For over two decades, the United States has sought to forge broad international
agreement on necessary changes to the outmoded and inadequate international air-
line liability system under the 1929 Warsaw Covention. The Montreal Protocols rep-
resent such an ent and, as finally negotiated, are a significant success for
United States diplomacy. As the leader in this effort, the United States would face
serious consequences should the Protocols fail to receive approval; at stake is our
credibility in the international aviation community and the ability to negotiate ef-
fectively in the future. Moreover, we believe that the Protocols, as supplemented by
an adequate domestic compensation plan, will provide the U.S. public traveling in
international flight with a more speedy, certain and just system of compensation
than is ntly available.

The Senate Foreign Relations Committee reported favorably on the Montreal Pro-
:gcols last Deoembex;.hel understand bol::lléhtlli‘: Committee and the Admini:;rag::

oroughly assessed reservations whi ve been expressed regarding the
tocols and concluded that the Protocols, supplemented by an appropriate domestic
supplemental compensation plan, are in the interests of the United States and
the citizens we seek to fﬂ'l?m I will certainly be lending my personal support to
ensure approval by the Senate.

Question 2. U.N. as a Forum for U.S. Policy—The issues that come before the var-
ious bodies of the United Nations are legion, and very much reflect the global condi-
tion at any given time. Yet, in terms of evolving U.S. foreign policy, the United
States appears to under-utilize the United Nations as one of the several significant
instruments available for influencing world conditions. Moreover, except for prear-
ranged conferences, one sometimes has the impression that the United States is
reactizg to a sudden U.N. development rather than implementi B:rt of a pre-
planned foreign policy in which certain events had been anticipa you believe
this to be the case? If s0, how do you envision making U.S. activities in the United
Nations a vital aspect of State Department poli

Answer. The United States actively uses the U.N. to pursue our interests in those
cases that call for a multi-lateral approach. In other cases, we are better able to
protect our interests through bilateral and non-U.N. channels. We recognize that,
since the General Assembly and many other U.N. bodies are dominated by develop-
ing nations whose interests do not always coincide with ours, it is not always to our
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advantage that important issues—for example, sensitive arms control matters—be
decided in these bodies.

There will inevitably be a reactive element in the conduct of our diplomacy at the
U.N. since many of the most urgent crises are unforeseen.

On the other hand, the Administration has pursued clear policies and applied
them consistently in the U.N. In the Middle East, for example, we have adhered to
the principle of an equitable solution for all parties including Israel even when such
a stance isolated us from the majority. On the Falklands issue, we consistently de-
fended the principle of non-resort to force.

133 b:yon resud It of our principled stances, our positions are well known at the U.N.
an X

1 will, of course, continue our efforts to search for new ways to use the U.N. con-
structively and to increase U.S. influence in the world. The negotiations for a settle-
ment in Namibia—on which significant progress is currently being made—is one ex-
ample of an Administration initiative in close coordination with the U.N., which I
intend to su fully.

Question 3. Senate Concurrent Resolution 68 passed the Senate on April 14, 1982,
It mandates that the Secretary of State put members of the U.N. on notice that
should Israel be denied its right to participate, the United States will withdraw
from any further activity or participation in the U.N. General Assembly, or any
other U.N. body which expels or suspends Israel, and will suspend anments of our
assessed contributions to the U.N. As you know, this resolution followed the adop-
tion on February 5, 1982, by the U.S. General Assembly of a resolution declaring
Israel “not to be a peace-loving state,” (a criterion for U.N. membership). What is
your opinion of this concurrent resolution? Do you believe it is desirable to declare
in advance what specific U.S. reaction would be to a successful challenge to Israel’s
U.N. membership?

Answer. I can assure you that I share the concern expressed in the unanimouly
approved S. Con. Res. 68, as well as the nearly identical H. Con. Res. 322 passed
overwhelmingly by the House. While these texts have not yet been reconciled in
conference, they represent the unmistakable view of the Congress on this issue, and
1 pathize with the objective of these Congressional actions which is to deter any

ort to curtail Israel’s rights of participation in the U.N.

The Reagan Administration is deeply concerned about the threats which have
been made against Israel’s right to participate in U.N. bodies. I would oppose any
such challenge vigorously. As Secretary of State, I would reiterate firmly that an
action to deny Israel’s right to participate in a U.N. body, if suecessfuliy P
would have the gravest consequences for U.S. participation in and support of that
body, and I would ensure that this position is made clear to other nations.

I do not believe it would be wise for the Administration to state specifically in
advance precisely what the U.S. response would be to a successful challenge to
Israel’s U.N. membership rights. Qur strenuous opposition to such challenges is al-
ready abundantly clear.

I can assure you that the strength of the Administration’s opposition to any such
challenge is well understood around the world. We have constantly reiterated this
in our private diplomatic consultations with other nations, and I plan to continue
emphasizing this. The serious view the United States takes on this issue has been
reinforced by the Congressional resolutions.

Question 4. Polarization at U.N.—U.N. Ambassador Jeane Kirkﬁatrick has said
that the United Nations is being used to “polarize nations, spread hostility and ex-
acerbate conflict.”” The Department of State has indicated that it is taking various
measures to offset these develoFments—stan ing for principles even if it means
standing alone, and making it clear that the U.S. expects its friends who disagree
with distorted characterizations of our policies to stand up and be counted. What
additional steps, if any, do you think might be taken to reduce this politicized be-
havior in the United Nations, and thereby provide an environment where the insti-
tution can once mngage in “useful dmfogue and constructive action”?

Answer. The inistration is already making a strong effort to eneoursﬁe
‘“useful dialogue and constructive action’” in the speciali agencies of the U.N.
system by urging that discussion of extraneous political issues, which divert these
agencies from their real work, be avoided. This is one way in which we try to in-
crease the effectiveness of these valuable U.N. organizations.

As fortfﬁxrthetr awpafix}l tl:]e U.lN.’s polit&cal organs, e:!ve must continue defforts to en-
courage the nations of the developing and non-aligned majority to avoid using theee
forums in a way that exacerbates :ﬁaxer than resolves confict and to work harder to
deal with problems objectively.
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We recognize that since these are political bodies, a certain degree of rhetoric and
posturing are inevitable. Nevertheless, we will continue to impress upon other U.N.
members that peaceful solutions are not served by acrimonious unbalanced resolu-
tions which diminish gportum’ties for agreement and accommodation.

Question 5. Role of the United States in the U.N.—In the period immediately fol-
lowing World War II, the United States was the dominant force in building and
shaping the United Nations. In recent years, the U.N. environment has been less
favorable to the U.S. position and our influence has significantly diminished. What
do you see as the role and obligation of the United States in today’s United Na-
tions? What collective action do you think the United States can achieve through
the United Nations with regard to the specific issues of: (a) Third World aid and
development; (b) terrorism; (c) nuclear sales and arms proliferation; (d) the interna-
tional energy situation; (e) refugees; and (f) human rights? What will you do as Sec-
re to increase public understanding of the United Nations and its importance to
the United States?

Answer. The role and obligation of the United States in the U.N. is to strengthen
the ability of the U.N. to uphold the principles of the U.N. Charter and to encour-
age U.N. actions that promote international peace and security and a more coopera-
tive world, thereby furthering U.S. interests.

The U.N. provides assistance to develtwing nations throv.?h such agencies as
UNDP, UNICEF, FAO, and many others. We contribute to and support these agen-
cies. They provide an important supplement to our bilateral economic aid and to aid
from international financial institutions such as the World Bank and the IMF.

The U.N. system has produced a series of conventions and resolutions of the
Nordic countries on protection of diplomats. We have encouraged in the U.N. in-
creased accession to and compliance with existing treaties designed to combat ter-

rorism.

The United States also works actively through the International Atomic Energy
Agency, a U.N. body, to strengthen international safeguards on peaceful uses of nu-
clear energy. These are designed to detect diversion of nuclear facilities to military
P and to deter such diversion.

e U.N. took a useful initiative in the energy field through the Conference on
New and Renewable Sources of Energy in order to deal with energy problems, par-
ticularly in develo&ing nations.

The U.N. High Commission for Refugees, to which the United States is the largest
donor, is the leading international agency for providing relief and assistance to refu-
gees worldwide. We work closely with the CR to encourage effective relief and
protection and, whenever possible, repatriation for refugees.

We strongly support the U.N. Human Rights Commission which is the preemi-
nent multilateral human rights forum. It has made many important contributions
to increasing international understanding and suppport for human rights and en-
couraging nations to correct abuses. For example, in February the U adopted
a resolution, inspired by the United States, calling for an investigation of human
ri%hts abuses by the martial law regime in Poland.

will work actively to promote a creative role for the United States in the United
Nations and public understanding of the U.N. as one forum in which we pursue our

policies.

Question 6. Do you expect to make any changes in U.S. refugee policy?

Answer. No. This Administration is y committed to the policy and principle
that the United States should do its fair share in helping to shoulder the burden of
the world refugee problem. The continued flight of refugees from situations of perse-
cution and oppression constitutes a major rights responsibility for the world commu-
nity. The United States has long been the world leader in assistance efforts,
in cooperation with other concerned nations, and with the international bodies with

ibility to assist in particular the United Nations High Commission-
er for Refugees (UNHCR). In the current fiscal year (fiscal year 1982) we are admit-
ting into the United States for resettlement about 100,000 refugees—the majority
from the communist-dominated countries of Southeast Asia—and the remainder
from other areas, including the Soviet Union and Eastern Europe, Afghanistan,
Africa, the Middle East, and Latin America. We are also contributing substantially
to international relief efforts for refugees: Some $250 million annually in fiscal year
1982 and ﬁ":“nﬂ:" 1983, including major contributions for refugees in Thailand,
Malaysia, Somalia and Pakistan—countries that are providing essential temporary
refuge for unable to return to their homelands. The U.S. refugee commit-
ment is si ed again this week by the announcement of our contributions to
agsist victims of the conflict in Lebanon. A total of $65 million is currently ear-
marked for Lebanon, from both refugee assistance and AID funds.
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Question 7. What institutional changes do you feel are needed within the US.
Government to deal with the increasingly complex issues of refugee and migrant
admission to the United States?

(HHS). As prescribed in the Act, consultations take place with the con-
cerned Congressional Committees on U.S. refugee admissions and other aspects of

refugeepolégm'l'hereiscloseeoodma‘ tion between the Coordinator’s office and the
concerned in the other Federal agencies: the Bureau for Refugee Programs in
the State ment, the Immigration and Naturalization Service in Justice, and
the Office of Refugee Resettlement in HHS. On the ific issue of immigration,
the omnibus immigration bill that the President sent forward to the will
make a significant new contribution to resolving the problems of migrant admis-
sions and illegal immigration. While this is the primary ility of the Justice

])epartment, we will, of course, continue to work closely with them on this serious
issue.

Question 8. What relationship do you see between U.S. refugee policy and U.S.
human rights policies?

Answer. There is a very close relationship between the American commitment to
assist refugees and our concern about human rights. Refugees by definition are
people who have left their homeland to escape persecution on political, religious, or
social grounds. The conditions in those homelands that cause refugees to flee fre-
quently amount to serious violations of human rights—not just for those able to
leave—but for the large numbers who remain in those countries. Qur human rights
policies have the objective of encouraging human rights practices that meet accept-
ed international standards. When human rights conditions im this will often
have the effect of moderating or eliminating practices which have compelled refu-
gees to seek asylum abroad. We have joined with other governments in the U.N.
and other forums in pressing for international action to deal with the root causes of
massive refugee flows by examining the human rights conditions that cause them.

Question 9. International Environment—In July 1978, the Senate unanimously
adopted Senator Pell’s S. Res. 49 calling for the negotiation of a multilateral treaty
requiring the preparation of international environmental assessments in connection
with any Eroject or activity that “may reasonably be expected to have a significant
adverse effect on the physical environment or environmental interests of another
nation or global commons area.” The Carter Administration supported the idea of
such a treaty and pursued it thro the U.N. Environment Program.

(a) Do you favor such a treaty? If so, how do you intend to proceed? If not, why?

(b) What in your view are the major international and environmental issues re-
quiring priority action by the world community? Will this Administration be taking
any new initiatives in this area?

er. (a) This Administration continues to favor the concept of international
environmental assessments. pursuant to E.O. 12114 of Jan 4, 1979, the USG has
developed procedures for conducting such assessments on U.S. projects or activities
which may affect the environments of Canada, Mexico and other foreign countries
and in which the foreign country concerned is not participating.

With respect to a treaty requiring the preparation of international environmental
assessments, in 1979 the United States brought up the concept of such a treaty at
the United Nations General Assembly. However, it then became apparent that
there was substantial opposition to the treaty concept and a U.S. effort to push it in
the UNGA would be counterproductive.

On the basis of that experience, it was decided that the most effective action that
the United States could take conoern.ix;g international environmental asseesments
would be to work through the United Nations Environment Program (UNEP) and
other international organizations to foster a better understanding of the concept
(and the adoption of domestic assessment procedures by other countries). Interest in
environmental assessments is increasing. European Communities are currently
developing environmental assessment procedures. At the recent UNEP Session of
Speci r at Nairobi, many developing countries indicated interest in such

ures. Furthermore, the major international lending agencies have agreed to
n ate environmental assessments in projects they finance.

Administration will continue to work through appropriate international fora
and mechanisms to promote support for international use of environmental assess-
ments.
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(b) While some environmental issues can best be dealt with domestically by indi-
vidual countries, others, such as ocean pollution and potentially climate-influencing
changes in the atmosshere (carbon dioxide buildup, ozone layer depletion), by their
very nature transcend national boundaries and must be ad internationally.
As the United States stated at the UNEP Session of Special Character, we believe
international priority attention should be given the following areas:

(1) Monitoring and assessment of environmental conditions and trends, including
the upgrading of capabilities for anticipating the emergence of new problems, and
for the evaluation of changing conditions and interactions so as to provide an aug-
mented scientific data base to be used in determining the need for remedial meas-
ures. In this connection, the use of advanced space technology to investigate a
number of environmental stresses potentially threatening to affect global habitabil-
ity over the next 5 to 50 years offers significant opportunities for international coop-
eration.

(2) Natural resources management including, inter alia, curbing extensive defores-
tation, improving the productive capacity of arid and semi-arid lands, and prevent-
ing d tion of prime croplands by erosion, salination and waterlogging.

(3) Environmental education, training and information dissemination, with a view
to continued expansion of popular awareness and knowledge, and enlargement of
the base of trained personnel, in the environmental and resource areas.

Question 10. Are you familiar with the five human rights covenants now pending
before this Committee? If so, what are your personal views on ratification by the
United States of any of these covenants?

Answer. The issue of the five human rights covenants is an important one, and I
am not yet familiar with them in any great detail. The Department has been stud-
ing them and the issue of ratification, and I would prefer to withhold comment until
those studies are completed.

Question 11. The Covenants pending before the Committee are multilateral agree-
ments. Do you believe that the United States would be better served in the long run
to promote human rights objectives through multilateral institutions as opposed to
bilateral efforts?

Answer. I believe that we must employ both bilateral and multilateral efforts to
promote human rights. This Administration prefers to use traditional diplomacy in
this regard because it believes that is the most effective way to achieve results with
receptive countries. However, that approach does not work with all countries and it
all instances, and thus there is a real role for public expressions of our concern and
for the use of multilateral fora such as the United Nations, the CSCE process, the
regional bodies, and the exercise of our vote extensions of credit by multilateral de-
velopment banks.

Question 12. Do you concur that the Soviets now have a definite margin of strate-
gic superiority over the United States? If so, how would you define that superiority?

Answer. As President Reagan said on March 31, the Soviets have a ‘“definite
margin of superiority, enough so there is a risk . . .” In some critical areas, and
particularly in the numbers and capabilities of their ICBM force and the Soviet mo-
nopoly of intermediate-range nuclear missiles in Europe, the U.S.S.R. has advan-
over the United States that are not offset by U.S. capabilities in other areas.

does not mean that our nuclear deterrent is not effective today—for it most
assuredly is. There can be no disagreement, however, that, in the overall strategic
balance, the United States has experienced a long downward trend relative to the
Soviet Union. The President’s strategic modernization program coupled closely with
his ap, to meaningful arms control is designed to correct existing deficiencies
dmetg . t;orces and to sustain the credibility, survivability and effectiveness of our
rrent.

Question 13. If the Administration believes the Soviets must see the United States
as strong, and getting stronger in order to reach arms control, what is the point of
the verbal disarmament inherent in conceding superiority to them?

Answer. We must assess our capabilities relative to the Soviet Union soberly and
objectively. Such an assessment indicates that there are important and destabilizing
asglanmetries in the existing strategic balance.

ying that we are stronger than we really are may succeed in convincing our-
selves. rrence, however, depends on convincing the Soviets. This requires real
capabilities in-being, capabilities that can be understood by the Soviet Union.

t is essential that we proceed with the planned modernization program. Support
for these tgmgrams requires an objective appraisal of our capabilities and our re-
quirements.

Question 14. Do you believe that the United States now has a credible deterrent to
nuclear attack?

.
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To maintain a credible deterrent in the face of the Soviet threat we must proceed
with the President’s arms control and strategic modernization programs.

Question 17. Would you rather have at your disposal the US. nuclear arsenal or
the Soviet nuclear arsenal?
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Question 21. If the Soviets invaded Iran, would this Administration plan to use
the RDF to fight the Soviets?

Answer. The t?\reaary focus of RDJTF contingency planning is to respond to a
Soviet military t to the Persian Gulf region.
ﬁn%‘aesu&z 22 In such a hypothetical event, would you expect fighting to be con-

to the region?

Answer. Recognizing that any conflict has the potential for escalation, all RDJTF
contingency planning is directed toward co; the combat to the region.

Question 25. Coul the Umted States effectively contest such Soviet action with-
out reso to nuclear weapons?

Answer. The United States has a range of options in responding to such a hypo-
thetical situation. A major goal of this Administration is to further develop the
flexibility and responsiveness of our conventional forces. The RDJTF is being
strengthened to enhance our ability to meet the Soviet threat to the region.

Question 24. How do you view the question of balancing U.S. military aid to
Turkey with military aid to Greece?

Answer. We are committed—as req nni'\ law—to design our security assistance
programs to ensure that the balance of strength among countries of the
region is rved. The Administration’s FY 1983 proposed assistance levels for
Greece and Turkey meet that requirement. It is long-standing U.S. policy not to con-
dition assistance to one country on the level of assistance to another. A fixed,
mechanistic ratio would not be in the interest of either country or of ourselves.

Question 25. Do you think the United States should take on any responsibilities to
defend Greece against an attack from another NATO country?

Answer. Both Greece and Turkey are valued members of NATO and together take
part in the defense of the Eastern Mediterranean, an area of immediate security
concern for both nations and also vital for the security of the Alliance.

For phic and strategic reasons, the security of both Greece and Turkey is
enhanced ﬁ this partnership. Countries participate in the North Atlantic Alliance
because believe it is in their national security interest to do so. Full participa-
txon,we ieve, is the best way to enjoy the full advantages of Alliance member-

Vge continue to urge both nations to work to achieve a constructive and mutually
beneficial relationship. We would view with concern any outbreak of violence in the
region because it would be inimical to the long-term interests of Greece, Turkey,
NATO and the United States.
Quatwn 26. Is development assistance primarily a long-term tool, which should
y be minimally affected by current politics, or a shorter term "mechanism to
aumt friendly countries with more immediate needs?

Answers. elopment is generally viewed as a long-term process, and thus devel-
opment assistance does focus mﬂseon long-term goals. However, it is the Ad-
ministration’s position that su velopment is much more the result of ap-
propriate host country economic policies than of outside assistance. Thus, we em-
phasize directing our assistance to those countries which have adopted or are under-
taking policies which encourage free market approaches to deve opment and sup-
port self-sustaining, broadly-based economic . As such, our assistance often
takes into account, and has an impact upon, shorter term pohcy considerations.

Also, in terms of a country’s needs, p! toward long-term development objec-
tives and c es in ove hcles ve a favorable impact on more immedi-
ate needs—suc as increased ocal food production and rural incomes in areas of our

d::twn 27. Almost 46 percent of our bilateral fore &1 assistance is targeted on
the nations of the Near East, mainly Israel and you believe this adequate-
ly reflects U.S. foreign policy pnontxes? What, any, changes would you advocate
with respect to our aid levels and Israel?

Answer. Protection of U S. mterests in the Middle East remains a paramount ob-
jective of our foreign cafo stg Our assistance programs are major tools for promoting
economic and politi ility, supporting development efforts and demonstrating
the U.S. commitment to the peace process. Our aid levels are consistent with our
objectives in the area. While we recognize that the programs for Israel and ngt
claim a major share of our bilateral foreign assistance, we do not believe that -
ments about levels and thus about the im lport«ance of critical policy should be
made on a comparative basis. Assistance levels are reviewed ann and we will,
of course, be considering what is an appropriate aid level for Israel and both
in light of our interests in the region and availability of fundi

Question 28. Aid often seems to be provided to countnes which can point to a com-
munist menace within or in bordering states. To what degree can and should eco-
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nomic assistance be used as an offensive weapon against communist insurgencies or
territorial threats?

Answer. Failure to achieve economic growth and establish stable political institu-
tions makes developing countries more susceptible to political i ility and inter-
nal subversion. We have several different kinds of economic assistance programs,
each of which has its own special strexgths. These programs, in general, seek to pro-
mote long term equitable growth by helping countries to develop more effective eco-
nomic policies, by strengthening the indigenous private sectors in the development
process, by strengthening institutional i ructure, and by encouraging the diffu-
sion of technology.

Economic assistance alone, however, cannot provide the means to protect a coun-
try against hostile external threats or domestic insurrection. That is why the Ad-
ministration has proposed a blend of economic and security assistance. Programmed
together, such assistance can helss insure political and economic stability, and
growth sufficient to allow our friends and allies to pursue their own development in
peace.

Question 29. Since 1973 Congress has legislated a series of “new directions” in our
bilateral development assistance. This mandate has focused on meeting the basic
human needs of the poorest people in low-income countries. What are your views
with respect to this approach?

Answer. I believe that our foreign assistance program is the best instrument we
have to provide the generous support which Americans have traditionally displayed
to the less fortunate. I believe there are a number of ways to carry out the basic
human needs mandate. While foreign assistance should the immediate prob-
lems of hunger, malnutrition, lack of employment opportunities, and the other prob-
lems affecting the less-developed countries, it is also imperative that our assistance
marshall the greatest number of resources possible in support of our program.

Our foreign assistance program, therefore, should also emphasize host-country
policies in order to remove impediments to self-sustaining, broadly-based economic
development, and to ensure that the great technical advances for which the United
States is known are made available to LDCs. It should aid LDCs to develop the insti-
tutions which will support economic growth, while at the same time, limiting the
increase of burdensome dgovernmental structures which can limit or dissipate this
growth. Finally it should encourage United States and host country private sector
involvement in the process of development.

I believe that by pursuing a balanced approach to our foreign assistance, in which
both immediate needs and longer-term economic and policy concerns are addressed,
the United States can effectively help meet the basic human needs concerns ex-
pressed by the Congress through the FAA legislation.

Question 30. How does the Peace Corps fit into overall U.S. overseas programs?
Would you advocate a change in the current budget of $105 million (the year
1983 request is $95 million)?

Answer. The Peace Corpe is working closely with this Administration to assure
that its programs serve the overall foreign policy objectives of the United States.
These programs play an important complementary role to our bilateral economic as-
sistance programs. Peace Corps’ small but highly visible programs are one of our
most cost effective means for maintaining a visible U.S. presence in the poorest de-
veloping countries. In some cases, Peace Corps is the only U.S. presence in a coun-
t

ry.
In the past year AID and the Peace Corps have worked together so that both pro-
grams would more effectively contribute to the President’s foreign policy goals. Over
20 percent of the Peace Corps volunteers work in joint projects with AID. By next
fiscal year we will have in operation more than 130 joint projects in 38 countries.
We want to assure that Peace Corps has an adequate budget to maintain a strong
rogram which is supportive of our oreiﬂ policy objectives. I believe the fiscal year
983 request is a reasonable one; I will

looking in the weeks ahead at the ques-
tion of budget levels for fiscal year 1984.

Question 31. Are you familiar with Treasury’s recent review of the multilateral
development banks? How do you regard the banks in terms of furthering U.S. for-
eign policy objectives, both as regards the Third World, and with respect to other
donors? Have your views changed on the value of these institutions?

Answer. The recent Assessment of U.S. Partici‘ration in the MDBs was an inter-
'ﬁ.ency effort, and I support the conclusions and recommendations of that study.

ese institutions contribute importantly to the development of a more secure and
stable world through the promotion of steady economic growth. MDB assistance is
an important complement to our bilateral assistance in many countries of strategic

p
1



203

importance to the U.S. The value we and other major donors place on the MDBs
was highlighted recently at the Versailles Summit.

Question 82. The United States is behind on its commitments to IDA VI, but has
indicated it will begin negotiations on IDA VII this fall. Other donors mnght possibly
increase their relative contributions to IDA and other multilateral banks, but prob-
ably only at the price of reduced U.S. influence in those institutions. If the choice
was between reduced U.S. influence or reduced multilateral assistance flows to the
Third World, which would you choose?

Answer. The Administration has not suggested a reduction in multilateral assist-
ance flows, so we do not believe we face a choice between U.S. influence and assist-
ance levels. We do believe, however, that U.S. contributions to the concessional
MDB windows should be reduced, at least in real terms, and that such assistance should
be concentrated more on the neediest countries. It is conceivable that other donors

wish to support a larger IDA VII than the United States will wish to support,

therefore be willing to increase their relative shares. However, we expect the
Umted States will continue to be the largest overall contributor to concessional win-
dows, and thus I beheve our influence will remain considerable. The difficulties we
have experienced in funding IDA VI accentuate the importance of reaching agree-
ment on a level for IDA VII which will have the broad support of the Congress. U. S
inability to meet our internationally negotiated commitments on a timely basis is
inconsistent with the leadership role we wish to exercise in the MDBs.

Question 33. Under what conditions would U.S. sanctions on Libya be lifted?

Answer. We have made clear to the Lib, authorities through several channels
that it is Libyan external activities, e.g. destabilization of other governments and
involvement with international terrorism, that have so severely strained our rela-
tionship. The Libyan authorities have been informed that we are prepared to seek
ways to improve this relationship, but only after a significant and lasting reversal of
their illegal international behavior. Obviously, normalization of our economic rela-
tionship could be one means by which we could move towards a more normal rela-
tionship once Libyarr behavior has changed.

Question 34. Could you give us your assessment of the effectiveness of such eco-
nomic sanctions, both in the case of Libya and also as a general foreign policy tool?

Answer. The effectiveness of economic sanctions varies greatly depending on the
countries involved and the international economic situation at the time. In the spe-
cific case of Libya, we believe our sanctions have had an effect in the significantl
reduced level of revenues Libya has been receiving. For a variety of reasons, includ-
ing the world oil situation, hawkish pnclggupohc:es and U.S. sanctions, Libyan oil
income this year may be no more than of 1980 revenues. Libyan foreign re-

-serves already have been drawn down by several billion dollars.

This in turn is presenting the Libyan Government with hard choices. If oil rev-
enues do not increase dramatically, and if foreign reserves are not to be exhausted,
Tripoli will have bo choose among:

Continui ee&urchaxses of Soviet-made weapons (purchases far beyond
Libya’s self defense n
anﬁout’.mumg to fund, train and equip international terrorist and subversive groups;

Devotmg avaxlable resources to the economic and developmental needs of the

: % have oonﬂxctmg indicators as to which will be chosen. Obviously, we hope it
will be the last.

Question 85. Horn of Africa—As part of its Rapid Deployment Foroe, the United
States concluded a series of military facilities agreements with Somalia in August
1980. The Reagan Administration has endorsed the RDF concept and proposed in-
creaem&secun ty assistance to Somalia to $55.5 million in fiscal year 1983. Mean-
while, Somalia continues to chall Ethiopia for control of the Ogaden region, and
%ere is concern that the United States could be drawn into the conflict in the

orn.

What is current U.S. policy toward the Horn of Africa and, specifically, how im-
port;mt are the Somali facﬁxytxes at Berbera and Mogadishu to our security inter-

Answer. The Horn of Africa plays an important role in our strategy of protectmg
Waestern interests in Southwest Asia. U.S. access to Somali facilities is an im|
gll‘ement in this security framework, supplementing U.S. access to other f m

e

Quemon J6. As the United States becomes militarily more visible in the Horn, in
what ways can the United States guard against being drawn into regional conﬂxcts?
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Answer. U.S. policy has been and remains avoiding entanglement in or actions
which might exacerbate local conflicts. We have made it clear with the Somali Gov-
ernment that arms supplied to it are for defensive purposes only. We are enco -
ing rapprochement between Somalia and Kenya with a view to reducing long: -
ing regional tensions. We have significant security interests in the safety of our
friends in or near the Horn of Africa and are prepared to take carefully considered
actions to a?;stTthemhaand protect our interests if they are threatened.

Question 7. To what extent are our expanding security assistance programs in
Africa tied to a country’s good faith efforts to contribute to regional peace and sta-
bility? For example, will continued U.S. security assistance to Somalia be condition-
ed upon Somali pledges to refrain from committing regular troops to the Ogaden?
Simiﬁrly, in Morocco, will new U.S. security assistance depend in any way upon
King Hassan's willingness to seek a negotiated settlement in the Western a?

Answer. According to U.S. law, equipment supplied under our security assistance
programs may only be used for internal security; for legitimate self-defense; for par-
ticipation in peacekeeping or other collective arrangements consistent with the
Charter of the United Nations; or for construction of public works or other develop-
mental activities. In the case of Somalia, Co! ional approval of the provision of
military assistance was conditioned on Somali avoidance of having regular forces
present in the Ogaden. As for Morocco, we made clear the Administration’s policy
with regard to arms sales to Morocco in terms of the Western Sahara conflict in
testimony last year before the House Subcommittee on Africa and International Se-
curity Affairs. I understand that the Administration stated, “we will continue to en-
courage Morocco to find and to explore ways towards a peaceful, negotiated settle-
ment of the Western Saharan conflict. We will not, however, make decisions on mil-
itary equipment sales to Morocco explicn;gf' conditional on unilateral Moroccan at-
tempts to show progress towards a peaceful negotiated settlement. This position rec-
ognizes the ity that there are players other than Morocco in the Western Sa-
haran conflict with a capacity to influence the outcome.” Since we made this state-
ment on our arms sales policy, King Hassan has agreed to a ceasefire and a referen-
dum of self-determination in the Western Sahara, and he has repeatedly expressed

is readiness to cooperate fully with OAU toward these objectives. We believe that
King Hassan’s actions demonstrate his willingness to cooperate in a negotiated set-
tlement of the Western Sahara conflict.

Question 38. What is the status of certification for Argentina and Chile at this
time? Do you intend to move forward with these certifications? If not, why not?

Answer. The Administration continues to support repeal of the restrictions, We
are reviewing all factors relevant to a determination on certification. We have no
timetable on when the review process will be completed.

Question 39. Do you think the United States should lift sanctions against Argenti-
na as the European Community and Japan have done? If not, why not?

Answer. The President terminated the economic sanctions against Argentina July
12. The mili sanctions remain under review.

Question 40. you believe the Falklands/Malvinas crisis has jeopardized United
States-Latin American relations in a serious way? What steps do you believe the
United States should take to help improve relations with the hemisphere?

Answer. Although official an teg lic reactions varied widely in different coun-
tries, U.S. support for the United Kingdom affected relations with a number of
Latin American neighbors who back Argentina’s claim to sovereignty. Some have
charged that the United States is not a reliable friend of Latin America. We know
this is not true, but need to demonstrate that in fact we are. Now is not a time for
grandiose gestures, but for following through vigorously with the cooperative pro-
grams the President has laid out. The Caribbean Basin Initiative has become an
early, crucial test of U.S. credibility, and we are counting on prompt, positive action
by the Congress. In Argentina, we continue to have important interests and will
move to restore our relations with that country in an orderly wa%

Question 41. Nine members of this committee on June 17, 1982 submitted a letter
to the Committee on Environment and Public Works urging that Committee to
adopt amendments to the Clean Air Act which will achieve percen reductions in
emissions of acid rain precursors from sources in the eastern United States compa-
rable to those Pledged by Canada. What are your views on such amendments in
light of Canada’s serious concerns about its acid rain problems?

Answer. The problem of transbounm air pollution—acid rain—is an important
and serious issue in United Sta ian relations. The United States is accord-
ingothe matter a high priority. Pursuant to the Memorandum of Intent of August
1980, joint United States-Canadian Work Groups have assembled technical and sci- -
entific data on this problem. The work represents the leading effort in the world to
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improve the state of knowledge and understanding on long range air pollution. It is
testimony to the very high levels of cooperation that mark our relations with

As a result of the intensive efforts over the past 18 months, the United States has
concluded that present scientific understanding of air pollution is incomplete in key
areas of knowledge on transport and transformation of pollutants, and the relation-
ship between emissions and pollutant de{?sition. This situation makes it extremely
chfgcul' t to know what, if any, additional U.S. programs of controls to undertake and
what results they might yield. These shortcomings are all the more significant be-
cause new programs of emission controls would be very costly, and would likely
have significant effects in areas already suffering sever economic difficul mﬂg To deal
with these scientific uncertainties we are undertaking carefully f new re-
search programs and have invited Canadian cooperation in them.

Since the formal opening of negotiations with Canada on transboundary air pollu-
tion in June 1981, there have been four negotiating meeti the latest on June 15.
In February, Canada proposed a 50 percent reduction of dioxide emissions by
both countries. In the June 15 negotiating session, U.S. representatives indicated we
were unable to agree to such a proposal at this time, because of scientific uncertain-
ty. It is the view of the Administration that Congressional action now to achieve
similar reductions in emissions would also be premature. The Department will con-
tinue active negotiations with Canada to achieve mutually acceptable resolution of
the acid rain lem.

Question 44. Do you believe the United States is living up to its commitment to
Canada, as expressed in the August 5, 1980, Memorandum of Intent, in which the
}Jnited’?Statee agreed to “take interim action . . . to combat transboundary air pol-

ution’

Answer. It is my belief the United States is fulfilling its commitment to Canada to
take interim actions to combat transboundary air pollution.

Under the Clear Air Act of 1970, the United States is carrying out a comprehen-
sive program of federal regulation and control of pollutant emissions. Controls in
effect in the United States are second to none in the world today. On a per capita
basis, the United States emits nearly a third less sulfur dioxde than does Canada.
Sulfur dioxide emissions in the United States have been dropping since 1970, despite
substantial increases in electric power generation and industrial activity.

At the four negotiating sessions with Canada thus far, portions of the meetings
have been devoted to discussions of each countries’ actions under the “interim ac-
tions” provision of the Memorandum of Intent. Both sides have tabled a series of
explanatory papers. Special procedures have been adopted to assure timely notifica-
tion of regulatory and other decisions which might relate to the negotiations. As Ca-
nadian questions have been raised on rﬁato questions, the United States has
made every effort to furnish prompt and expﬂnations.

Question 45. Do you believe that further delays by the United States in moving to
deal effectively with the acid rain problem could bring about a serious deterioration
in our bilateral relations with Canada?

Answer. The United States is making concerted and active efforts to respond to

ian concerns over acid rain. Our accomplishments in the Work Groups and
the negotiations are evidence of this. I personally favor moving the negotiations
ahead. I hope we will be able to reach agreement with Canada on acid rain.

The United States-Canada relationship is extremely broad and varied. We work
closely ther on issues all around the world, in addition to cooperating closely in
solving bilateral issues, including environmental problems. From time to time we do
have differences. While we do not fully agree witg Canada on all matters relating to
transboundary air pollution, the issue is not causing problems in other areas of rela-
tions. I am confident we can work with Canada, as President has said, to under-
stand and solve this problem.

Question 44. Do you believe that further delays by the United States in moving.to
deal effectively with the acid rain problem could bring about a serious deterioration
in our bilateral relations with Canada?

Answer. The United States is making concerted and active efforts to respond to
Canadian concerns over acid rain. Our accomplishments in the Work Groups and
the negotiations are evidence of this. We favor moving the negotiations ahead as
fast as ﬁouible. We look forward to a further negotiating session in the fall.

The United States-Canada relationship is extremely broad and varied. We work
closely er on issues all around the world, in adgﬁon to cooperating closely in
solvin‘f‘fl;' teral issues, including environmental tgroblems. From time to time we do
have differences. While we do not fully agree with Canada on all matters relating to
transboundary air pollution, the issue is not causing problems in other areas of rela-
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45. Is ty”’ an appropriate concept to use in assessing the fair-
ne-ofU economic relations? If so, is the test of reciprocity

enjoy in Canada.
OvemlLtheUmtedStatee-Canadmntradmgrelahonshlpnstmngandhealthy In
this context, we will continue to work with the Canadians both bilaterally and mul-
tilaterally, to resolve our outstanding problems and to further strengthen our ties.
Question 46. There are a number of sectors in which it would appear that Canada
does not provide market access (trade and investment oppommities) for US. citi-
ivalent to that afforded to Canadians in the United States. Trucking is one
example. What should the Umwd States do about this apparent lack of “reciproc-

xty" on the
'K:tUmted States and Canada are one another’s largest trading and in-
vestment partners U.S. subsidies play a sxgmﬁcant role in Canadian industry and
the United States provides about 70 percent of Canadian imports. There are some
ﬁxons, however, where United States and Canadian approaches to market access
er.

Canada, for example, screens new foreign investment under the terms of the For-
eign Investment Review Act to determine whether the proposed investment is of sig-
nificant benefit to Canada. We have had problems with some aspects of FIRA for
U.S. investors. We are engaged in continuing bilateral discussions to press Canada
to make changes in the aspects of FIRA which are troubling to us. Some changes to
accommodate our concerns have been made, but more needs to be done. We have
fille)d a case in the GATT, challenging the trade distorting aspects of the FIRA
scheme.

On trucking the basic problem stems from differences in approach to hcensmg
While the United States has moved toward a deregulated system, Canada’s system
remains basically a regulated one administered by the individual provinces.

The ICC has been mvestxgatmg the trucking problems and interagency discussions
are continuing direct] J with Canadian authorities on the question.

Question 47. Several bills and treaties are before the Senate concerning many dif-
ferent aspects of United States-Canadian economic relations. Do you think the Ad-
ministration has a comprehensive view of these various legislative pro ? What
shoul('l? be the Administration’s legislative strategy on Canadian-United States
issues'

Answer. There are a number of bills, for example, on border broad , truck-
ing trade and in the tax treaty, before the Senate for oons:deranon The dminis-
tration has been following the progress of these measures with particular attention
and is continuing to work as closely as possible with Committee members and staffs
to shape proposed legislation. A general principle on legislatiave strategy should be
to maintain and improve the long-term, comprehensive, and close economic relation-
ships we have had with Canada and to intensify our discussions on particular issues
which have emerged as a result of tendencies toward economic nationalism and
trade protection.

Question 48. In light of Mrs. Gandhi’s impending visit, how would you assess the
current state of United States-Indian relations?

Answer. India and the United States are important to one another. India’s size,
military power, industrial muscle and stable democratic political system enable it to
affect significantly U.S. regional security interests, especially in Pakistan and Af-

ghanistan. We are India’s principal t partner and a source of much of the
wherethhal India requires to sustain development of its increasingly sophisticated
economy.
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We believe that India shares our recognition of the importance each country has
for the other. While we have sometimes had different points of views on certain
global and regional issues such as our security relationship with Pakistan, both
countries recognize the value of collaboration in areas of mutual interest.

Ques?‘on :J.? What are the principal objectives of the visit from the American
point of view?

Answer. The Administration wants to bring about greater Indian recognition that
there can be significant benefits to them from a more forthcoming approach toward
the United States. We will want to tell Mrs. Ghandi that the United States recog-
nizes the importance of democratic India and that we desire to expand the extensive
long-term basis for such collaboration in a number of fields including trade, technol-
ogy transfer, and agriculture. We look forward to an exchange of views on a number
of global and regional issues. In this regard, we want to reiterate our earlier assur-
ances that U.S. military aid to Pakistan is not directed against India.

Qt‘a’estion 50. What are the principal bilateral issues to be discussed during the
visit?

Answer. The Administration expects to discuss a variety of regional issues, includ-
ing, for examﬂe; the Soviet occupation of Afghanistan, U.S. security assistance to
Paki and India’s own relations with that country, India’s effort to improve rela-
tions with China, and the Iran-Iraq war. India will be interested in discussing ways
in which the United States might be helpful to its development efforts.

Question 51. What steps is the Administration taking to communicate Congres-
siona;’ concerns about the current state of civil liberties to the Pakistan Govern-
ment?

Answer. This administration has actively expressed its concerns about the restric-
tions on civil liberties in Pakistan in a number of forums, both public and private.
Our discussions with senior Pakistani officials have made clear our concern that the
human rights situation could undermine United States-Pakistani relations. In a
number of contacts, including a widely acclaimed speech in Karachi, Ambassador
Spiers has addressed U.S. human rights concerns, including the U.S. preference for
working with democratic representative governments.

Question 52. What prospects do you see for avoiding a nuclear arms race on the
Indign subcontinent? What policies should the U.S. follow to avoid such an arms
race?

Answer. We believe that the assistance we provide Pakistan gives that country a
greater sense of security and thus reduces its incentive to develop a nuclear explo-
sives capability. Since India’s nuclear policies are based in significant part on what
it perceives Pakistan’s intentions to be, we see our aid to Pakistan as a means of
Wdian concerns about the Pakistan nuclear p .

e believe that better understanding between India and Pakistan will reduce
the likelihood of a nuclear arms race in South Asia. We therefore have supported
discussions between India and Pakistan on measures which might be taken to
strengthen their bilateral relations. The next round of talks will be in August. The
United States remains in close touch with both the Indian and Pakistani Govern-
ments about our non-proliferation concerns.

Question 53. Do you see any pi for a diplomatic solution to the Afghanistan
crisis? What steps can the United States take to promote a Soviet withdrawal?

Answer. Although an embryonic negotiatinfg tgrocess involving Afghanistan and
Pakistan has been initiated under the aegis of the U.N., we see no indications that
an early negotiated Afghanistan settlement is in sight. The United States has sup-
ported the European Community and other initiatives aimed at solving the Afghan
problem. In our normal contacts with the Soviets, we make clear the U.S. convic-
tion, which is shared by most of the international community, that the sine qua non
for an Afghanistan settlement is Soviet troop withdrawal.

Question 54. The Israeli economy is facing great difficulties stemming from a vari-
ety of problems including costs caused by their withdrawal from Sinai and the
recent incursion into Lebanon. What are the most effective measures we can under-
take to assist Israel to deal with its long-term economic difficulties?

Answer. As I have indicated elsewhere bringing about a stable and lasting peace
in the Middle East would be the most beneficial smﬁle step which could be taken as
far as the economies of area states—especially Israel—are concerned. The U.S. Gov-
ernment has ﬁrr?ided in the past and continues to provide economic and military
assistance to el. Over the past five years this aid has averaged $2.2 billion per
annum. In Fiscal year 1983, if Congress approves the President’s proposal, this sum
will approach $2.5 billion. In addition, over the past four years we have given Israel
$3.2 billion to cover the costs of the Sinai withdrawal. In each of the last four years,
we have forgiven $0.5 billion in Israeli FMS loans. This year we forgave mil-
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Answer. Argentina has repeatedly declared that it has no intention of devel
nuclear weapons, and that while it reserves its sovereign t to develop n

explosives for purposes, it is not now doing this has no present inten-
tion to do so. We have no reeson to question these declarations or to believe that

3 eamhlmathat
would enable it to produce significant tities of nuclear material
. We are ;mdlm_&om

Question 1. What institutional means does the State Department have, or
plan,tom%‘ themndatelhhdbythehudent?

Answer the means which the Department has to out the President’s
ydwymadmﬁedlyhmted.WhattbePtddent is a political offen-
sive which involves a variety of ilities to conduct political action. As currently
constituted t is organized mostly to undertake actions that are more
reactive, defensive imiting: this is the necessary fare of traditional di-

wumwwm small staff of political action
pnmarynq:onn’hh nfoaneds:md:mfumwhlmsmﬁ
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eign governments. This staff is devoted to a large extent to guiding U.S. policy in
the international ‘“battle of ideas” and to developing creative strategies and political
initiatives in support of freedom and democracy in the world.

This office has also been responsible for working on a pro which we will be
presenting soon to the Congress for a major modernization plan for our chief means
of international mass communication: the Voice of America and Radio Free Europe/
Radio Liberty. As the principal vehicles for the flow of information and ideas to the
communist world, these radios serve as indispensable tools in our effort to support
the processes of democratic institution-building in those totalitarian lands.

In a similar vein, this core group has been working with the ICA in its informa-
tional, educational and exchange activities which can be directed increasingly in the
direction which President Reagan has charted.

Question 2. Do you agree that this dimension of foreign policy—an ultimate goal
for all our day- y operations—should be emsggasized?

Answer. Yes, I agree very strongly that we should never lose sight of an ultimate
goal for our foreign gohcy The that the President enunciated is that of a free
and democratic world whose states enjoy free elections, free press, free trade unions,
free enterprise and other free institutions. Unless we keep our sights on this goal,
our policy will become, quite literally, aimless and devoid of any stratng The very
act of articulating and putting forth an ultimate objective offers the world’s peoples
tl:‘positive vision to which they can aspire and which can give them hope for a better

i %i 'I!":Lsupply such hope is the key to successful politics be they domestic or inter-
natio:

Question 5. What specific steps do you think the United States can take to encour-
ﬁ: the development of free and democratic institutions in those parts of the world

ere they are not now allowed to flourish?

Answer. There are a variety of steps we can take to encourage the development of
free and democratic institutions abroad. We have pursued some of these in the past,
such as support of free elections in El Salvador, and will continue to do so where
possible in the future. Our tradition of oﬂ'erinf such support is Bpwerful testimony
that merely providing an example of the world is not enough. If we do not act to
support democratic forces, and act with a sense of moral purpose, we cede the field
of political action to those who would act to destroi democracy rather than build it;
we would remain solely in a defensive position, where the only direction in which
we could move is retreat. If we fail to act, we will neither win the support of our
people nor convince the rest of the world that our leadership is guided by a vision of
* Today e d wid of n tak

we are considering a wide variety of steps we can e on a systematic
basis tl{at would serve these purposes. The Pteein{:nt has joined the two political
parties, the AFL-CIO, the Chamber of Commerce and others in launching a major
study of how we can best aid the democratic institution building processes abroad
(including the communist world). We shall be looking at how various organizations
both here and abroad (such as the German political party foundations) s:gsort
democratic forces and institutions and what needs to be done to strengthen /or
create American capabilities in this field.

As a general rule, I believe that a variety of steps are open to us: the distribution

democratic literature abroad, the broadcasting of democratic ideas to people
denied access to them, educational programs and exchanges with emphasis on the
ideas of the democratic revolution, organizational and other forms of concrete aid to
democratic forces struggling for freedom, and increased cooperation with various
private g;ga.nintions in their efforts to build and su&port ocratic institutions
abroad. We shall continue to speak out in support of democracy and adapt our for-
:iign policies wherever possible and prudent to bolster our words with concrete ac-

ons.

Question 4. How far in advance did our intelligence know about the impending
Azx:gtine occupation of the islands? .,

wer. The crisis in the South Atlantic began with the incident of the landing of
a party of Argentine workmen on South Georgia island on March 19. There was a
steady concern that failure to resolve the status of the working party to the satisfac-
tion_of both the United Kingdom and the Argentines might escalate into a naval
confrontation in the area. There were no definitive indications of a possible invasion
of the Falkland Islands until March 31, when the British were prom to call for
the emergency session of the Security Council the following day and the U.S. Gov-
ernment to stemits efforts to prevent military action.

Question 5. was the Secretary of State told? President Reagan?

Answer. The Secretary of State was apprised of developments as they occurred
and the President was kept informed. OQur concerted efforts to obtain Argentine as-

96-666 O - 82 ~ 14



210

surances that the‘mdd not take military action continued through the President’s
telephone call to ent Galtieri, A 1.

Question 6. When did the British ask us for help? When did we first
commitment for help—before or after the mediation effort by Secretaryl-!mgen

Answer. r%l:fterthemvamonofthel?alklandsb tma,andbefore
then Secretary left on the first leg of his shuttle, the British asked for and
received a commitment of fuel on Ascension Island in conformity with the 1962 US/
UKagmmencmmmgourmeuieawakeMrﬁeld.

Question 7. ly, there is much detail which you do not now have at your fin-
gerhpabutmllyou 2 to come and brief the Committee on the mediation efforts
of your predecessor? ifically, while many pubhcly blamethe ntines for the
bre;:down of tge medmtwn. reports have emerged ged by Wash‘shlxl:vvlvln;2
no fewer than five different proposals b Argen proposalsw C
refusedtonlaytotheBnhsr}?owsoonwo dyoubewxllmgto these and
other related questions with the Committee?

Answer. At the present time I am not in a o}:onhontocommentontherepom
referred to in the question. The Department of State will, of course, be willing to
provide witnesses to brief the Committee at an appropriate time.

Question 8 ngmmwtednofewerthanﬁvetlmestoeometnthe
Subcommittee on the Western Hemisphere and discuss the critical nature of the

v

Secretary
this with us, which I found to be unfortunate. Will you ngeusacommtmenttbat
youmlldoso,onceyoumsettledm.anddoso,say,bytheendofSeptember?
Answer. I would be happy to brief you and other Committee members on the 1962
Understandmg We can work out the timing when I have a better idea of what lies

Qwstwu.? DoyouthmktheUmtedStateashould:mposesomahsteconomcpm—
grams on other countries as a prerequisite for U.S. aid?

AnswerNo.Iamnotmfavorofmponngsoaahsteeonomxcgeb rograms in El Sal-
vador nor in any other country as a prerequisite for U.S. aid. I believe that private
entrepreneurs operating within the context of a free market provide a cru-
cial stimulus for economic morhdemmymﬂnn both oping and devel-
oped nations. Within this understand the Salvadoran Government’s
compensatedlnndrefom asanefforttoallowgmatermg}.lmbasof&lva-

vadoran agrarian must be implemented in a manner least disruptive to the
Salvadoran economy.

QnstwnlaAsaneeonomutwell uainted with the shortcomings of socialist
structures, how dozou the situation in El Salvador, where the
bank&thcexponmusu-él farms have been nationalized?

Answer. I believe that Salvador.aswellasothereounuiaincentralAmeriea,

istration’s Caribbean Basin Initiative is aimed at fostering private sector develop-
ment in Central America and the Caribbean by creating new incentives for invest-
ment and for adoption of sound economic polices. I sound policies there as
moves toward openness, toward efficient and free capital money and foreign ex-
change markets, and in general, policies that move countries toward diversified

ex| economies.
gnstio{t 11. You were Secretary of the Treasury during the period the United

tional monetary Since that time, the experiment with floating exchange
nmhuMnealed?}somemmafaﬂ ure. Before the Versailles Summit,

Finance called for a resurrection of the Bretton Woods
system and I would like to yournacuonhothatsuggesum.AsyoumayknowI

uring Secretary
U.S. devaluation in 1973. Second, and tb.ldonotagxeedntthe
symdﬂmuuumhubmaﬁﬂmh&cnlbdmﬂogmbelpdm
better weather the drastic increase in payments imbalances ca by the first and
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second oil price shocks. It is doubtful that the fixed rate system would have had the
resiliency to survive the 1970’s. In a world in which nations have such variance in
economic policies and performances, fixed exchange rate ms are costly, imprac-
tical, and in fact are not really fixed. When economic damentals diverge the
record is clear that exchange rates cannot be held, no matter how massive is official
intervention. The way to bring about stable exchange rates is for economic policies
to be coordinated and thus for economic performance to converge. We and our allies
are working on that.

Question 12. American international economic policy has been called the last bas-
tion of orthodox Keynesianism. I understand that to mean that State Department
economists, through various agencies, advocate policies for our friends and allies
that the United States has rejected. I am particularly thinking of incomes policies,
various demand management strategies, high progressive tax rates and other poli-
cies that are of dubious value. As a trained—and a respected—economist, you would
be in a unique position to change some of those practices. What would you do?

Answer. (’i'hm Administration, has continually argued for the same policies abroad
as we follow there at home: steady and restrictive monetary growth to squeeze out
inflationary tendencies and expectations; reducing public sector expenditures in
order to reduce budget deficits and thus divert financial and other resources to their
more productive use in the private sector; freeing up the private sector to let its
dynamism lead our economic recovery and stabilization. I will continue to advocate
that policy at the Department of State and in an international context.

Question 13. 1, along with several other Senators, have become increasingly dis-
turbed by the continued and agressive use of export subsidies by the European Com-
munity. {'heae subsidies result in displacement of United States and other experting
nations’ agricultural sales in third country markets.

One, how serious do you consider this problem to be for American agriculture?
::g twot;lwhgt do you perceive the prospects to be for any near-term resolution of

problem?

Answer. The United States recognizes the EC’s right to decide its own internal
aﬁicultural licies, and we understand the social and political constraints within
which the must operate. However, through export subsidies, the EC’s internal

licies have a strong effect on the world market, to the detriment to the United

tes and other unsubsidized exporters. Clearly this does pose a serious problem for
U.S. agriculture. High on our trade priorities must be ing our access to the
EC market while seeking to improve the climate for U.S. exports to third markets.
We have a substantial stake in our trade with the EC—our agricultural em will
la)pf‘roach. $9 billion this year, and our agricultural trade surplus will be t $6.5
on.

The probability is low that we will be able to achieve a con'ﬁ:ete resolution of our
agricultural e problems with the EC in the near-term. These problems reflect
underlginﬁ:ocial and structural conditions which cannot be altered overnight. How-
ever, I believe we can make progress in the agricultural sphere. Together with
USDA and USTRA, the State m’tment will continue to defend U.S. agricultural
. trade interests in the future, while we pursue solutions to the problems of EC

rt subsidies.
ex&ation 14. Will the Department of State under your leadershi%grovide the nec-
essary support to the Secretary of Agriculture and the U.S. Trade Representative in
thziir et:f?'orbs to reduce trade barriers to our agricultural exports in Japan and other
nations'

Answer. In a March 22, 1982 address to agriculture editors, President Reagan
streseed the need to free world markets of trade barriers and unfair trade practices.
He noted that world economic health will be improved and strengthened by freer
agricultural trade. 1 supiort the President’s efforts to liberalize world agricultural
trade and expect to work closely with both the Secretary of Agriculture and the
U.S. Trade Representative in cargingrz;t the President’s policies.

tion 15. In the event that the ident might be forced to invoke an embargo
on U.S. exports to the Soviet Union or other countries under the authority provided
in the Export Administration Act, what is your assessment of the degree of coopera-
tion that the United States could expect from our trading partners?

Answer. An event of sufficient gravity to force the United States to invoke an em-
bargo on exports to the Soviet Union or other countries may—or may not—be con-
strued by our principal trading partners as of sufficient gravity to warrant parallel
action

How;ever, other countries are generally more reluctant than the United States to
use export controls to further political objectives. For example, in situations where
the interests of other nations are less directly affected than are U.S. interests, as in
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North Korea, Vietnam, Kampuchea, Cuba, and Libya, our trading partners are not
participating in our embargoes. On the other hand, if the USSR were to engage in
"overt military hostilities in Poland, it is highly probable that our Allies would join
us in broader trade controls than they feel are warranted under present circum-
stances.

Question 16. With regard to the independence procees in South West Africa (Na-
mibia), do you feel that it is essential for the Cubans to first withdraw from Angola,
prior to any final settlement in Namibia?

Answer. We do not believe it is useful or practical to establish preconditions
either for a Namibia settlement or for peace in la. However, we do feel that, in
the interests of regional stabxhzand the viability of a Namibia settlement, Cuban
combat forces must leave Angola parallel to the departure of South African forces
from Namibia, as called for in the settlement plan.

Question 17. There is a large North Korean presence in Zimbabwe. These military
forces are providing military instruction to M ’'s army. Do you believe that any
Mshould be conditioned on the removal of these North Korean forces from

e?
Answer. Noth Korea has a small mﬂltﬂeamstan ce advisory mission attached to
one element of the Zimbabwean army. British play the predominant role in
training and equipping the Zimbabwean armed forces and the preponderance of its
assistance, continues to come from the West.

U.S. economic assistance to Zimbabwe was predicated on that country’s urgent
desire to rebuild a war-ravaged society and Prime Minister Mugabe's pragmatic ap-
proach to Zimbabwe’s reconstruction efforts.

Pragmatism, a tone of reconciliation and sound development strategies are still
ev"rdtfntngnh Koreans have a long standing relationship fo Zimbabwe’ ru]ing

e reans have a long onship e’s
owing to North Korea’s willingness to provide assistance during the pre-in m

ence st le. .

To oong'tion continued economic assistance to Zimbabwe upon that country’s will-
ingness to reject aid from another source would not be sound nfolicy and would work
directly counter to basic U.S. interests in southern Africa. Moreover, to accept as-
sistance from a variety of sources is consistent with Mugabe’s non-a]i%ned posture.

Question 18. The Marxist MPLA government took over Angola in 1975. At that
time there was an agreement between the three political groups contesting for
mer—the MPLA, the FNLA, and finally the UNITA, which is led by Dr. Savimbi.

i ment, which was called the Alvor Accord, called for free elections. But
after Communists seized power, there have been no free elections. The Cuban
expeditionary force sees to that. Do you not think that the United States should
insist upon free elections as a pre-condition to a political settlement in Angola?

Answer. The Administration believes that reconciliation is an Angolan problem
which must be worked out by the Angolans themselves without interference. The
substance and the modalities are for the Angolan ites to work out. We have
made clear to the ruling MPLA government in Luanda that we believe there cannot
be long-term peace and stability in la, and more mrally southern Africa,
unless progress is made towards national reconciliation. This view is held by other
Angolan parties. UNITA leader Jonas Savimbi has publicly stated that he supports
our efforts to achieve peace in southern Africa and that he is prepared to enter into
discussions with the MPLA without preconditions. It is also our strongly held view
that there must be a Cuban troop withdrawal from Angola so that Angola and the
region at large can deal with its future without foreign interference.

Question 19. Throughout his polictical career, President Reagan has stood stead-
fast in his determination that the United States will not sell Taiwan down the river.
Is that your understanding of the President’s personal position %"

Answer. President Reagan as you know has a long-standing personal fri i
for the people of Taiwan. He is eeplg committed to the maintenance of an unof
cial ple-to-people relationship, and is also deeply concerned for the continued
well being of the people of Taiwan.

Question 20. In formulating the Taiwan Relations Act, the Congress specifically
required advance consultation prior to any decisions regarding the supply of wea
onry to Taiwan. The Taiwan Relations Act also required prior consultation
ing any decision not to provide Taiwan with the weapons it may need for its nation-
al defense. Do you intend to provide the Congress with adequate and advance con-
sultat:iog? prior to any decisions that might be made which affect Taiwan’s national

security’
Answer. I certainly intend to provide the Congress with adequate and advanced
consultation prior to any decisions in this area.
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Question 21. There are some who feel that this Administration is allowing Peking
to dictate our policies regarding Taiwan. Will you allow Peking to dictate our poli-
cies toward Taiwan? To what ;xte_nt will Peking’s desires and concerns influence
your decisionmaking regarding Peking?

Answer. I believe that U.S. policies on any issue must be decided by the United
States and in the light of U.S. interests as we, not some other country, sees those

interests.

Question 22. When will the Administration announce the continuation of co-pro-
duction of the F-5E aircraft for Taiwan?

Answer. This is a matter which has not yet been formally decided. We
however, to implement the actions envi: in the President’s early January deci-
sion in a timely manner. )

Question 23. There is a story around town that if the United States announces the
sales of weapons to Taiwan, Peking will “withdraw” its Ambassador. I understand
that Peking’s Ambassador is alroady due to rotate back to Peking as a matter of
course; his tour being over. If Peking does “withdraw” its Ambassador, or choose to
rotatﬁ lnmu;b;cl; to Peking without sending a new Ambassador, what steps, if any,
would you take?

Answer. That is a very difficult question to answer, Senator, based on an assump-
tion of a downgrading of relations with the PRC. I would hope that the present
course of action the Reagan Administration is pursuing would be successful in
avoiding such a downgrading. If the PRC does choose to remove its Ambassador, our

nse wog‘ld have to take iximo oonsideraltlion the <:n'¢|.unstano:}sl at thas timlg.
tion 24. What are our long-term policy goals in Asia with regard to Peking?
With regard to Taiwan? Where would you like for America to be in relation to these
two nations twentK years from now?

Answer. We seek to build a long-term relationship with China based on a common
strategic interest in deterring Soviet aggression and a broad network of friendly cul-
tural and economic ties between our peoples. Twenty years from now we will be in a
new century, in which China’s gower, in absolute terms, will be far greater than
today. It is essential that we find means to build a strong, durable foundation for a

ood relationship. In broad strategic terms, we face a common challenge from the
gaviet Union. A secure and modernizing China will be better able to deal with that
challenge. We intend to pursue policies which will strengthen the leadership’s com-
mitment to modernization.

I believe that the coming years will see the development of a still deeper and
more extensive relationship between the U.S. and the People’s Republic of China.
With the help of the Congress and other parts of the Administration, we can forge a
lasting relationship that will be of great mutual benefit to our peoples and avoid a
recurrence of the tragic hostility that marked our relations in the 1950’s and 1960’s.

With regard to our relationship to Taiwan, I believe that we will see further de-
velopment of the cordial and friendly unofficial relations between our two peoples.
Those relationships will continue to expand in the cultural, economic and social
fields based on our long historical associations. We would, of course, hope to see fur-
ther %r:gress toward the resolution of the situation between Taiwan and the Peo-
ple’s %lblic of China, but that is a matter for the Chinese people themselves to
resolve. We must stand by our commitment to Taiwan that any resolution will be by
peaceful means and be willing to sell defensive arms to the extent we deem neces-

”?ation 25. What steps do you believe are necessary to strengthen a free Asia
and free Pacific basin region against Communist e: on?
Answer. The security of Asia and the Pacific is dependent upon concurrent, inte-
actions in the military, political and economic spheres.
First, the military posture of the United States, its allies and its friends must be
ened. New, enco ing efforts have in fact been undertaken and were out-
lined by Under Secretary of Defense Ikle and Acting Secretary of State Stoessel in
their June 10 testimony before this committee. We wish to see these go forward.
Equally important, the economic growth which has made Asia our most impor-
t traing partner and which supports these milif modernization programs
must continue. The United States., Japan and our ANZUS allies have through as-
sistance programs and trade contributed greatly to the remarkably rapid growth of
the less developed countries in the region. These efforts should be continued and
augmented when poesible. It is also important that our trade problems be worked
out in a cooperative manner because a common dedication to the world market
economy is at the heart of our Asian and Pacific relationships.
inally, the close cooperation and determination our Asian and Pacific friends
have displayed in responding to the Soviet invasion of Afghanistan, the Vietnamese



rowing the broad gap its forces and those of North which is the
principal threat. Japan is wisely focusing on protection of its islands neighbor-
ing sea lanes. Since Japan not wish to see a Korean Peninsula by

Japan wishes to protect, their chosen roles are highly complementary. I believe,
however, that neither would wish to characterize this as a common defense posture.
Japnn’sreooﬁniﬁonofthePeople’sRepublicofChinaasthesoleGovemmentof
China as well as constitutional restrictions rule out a defense relationship of this
Qmmhz'gmgom believe that the United States should strongl the
tion 27. you beli t nif tates y encourage
on-going development in the military-security field that the ASEAN group is under-

Answer. ASEAN members are careful to point out that mili cooperation is not
a function of ASEAN. ASEAN members do cooperate with each other on security
matters on a bilateral basis. We strongly support such cooperation. In addition, we
have bilateral security assistance programs with these countries which meet their
own security needs and contribute to peace in the region as a whole.

STATE DEPARTMENT’S RESPONSES TO ADDITIONAL QUESTIONS SUBMITTED BY SENATOR
BoscHwWITZ

Question 1. What is your view of the Camp David Agreements? Does Camp David
remailx‘l? the basis for movement toward peace, or are you in favor of another ap-
proac

Answer. The Camp David Framework agreement remains the only agreed basis
for movement toward peace in the Middle East. It is on this basis and in this con-
text that we intend to pursue the negotiations called for in the Framework agree-
ment. I do not favor any other approach.

Question 2. Please give your view of the Fahd Plan. Is it possible to reconcile the
Fahd Plan with Camp David?

Answer. The Fahd Plan was an effort to bring the Arab world and the Palestin-
ians closer to the concept of a negotiated settlement of the Arab-Israel and Palestin-
ian problems. It is our objective to reconcile the Arab and Palestinian positions with
our approach to the process, but it is the Camp David Framework agreement
which must remain the basis for this effort. The problem with the Fahd Plan is that
it states conclusions which cannot be dicated. Whatever conclusions are ultimately
reached must come out of the process of negotiation.

Question 3. The President has pledged that Jerusalem will remain “one city, undi-
vided.” Do you support the view that any peace plan must preserve the unity of
Jerusalem, or do you believe that this should be an open question?

Answer. I fully share the President’s view that the city of Jerusalem should never
again be divided. The internationally recognized status of Jerusalem, however, must
be the subject of negotiations in the final status negotiations envisioned in the
Camp David Framework Agreement.

Question 4. Saudi Arabia objects to the build-up of the Strategic Petroleum Re-
serve. Do you believe that we should continue to build up this reserve in spite of
this objection?

Answer. It is my understanding that several years ago when Saudi Arabia was

roducing oil above its preferred levels in order to relieve pressure on oil prices, the
goudi Government felt that stockpiling efforts by consumer governments were
working against its own attempt to stabilize the market. There have been no recent
objections from the Saudis or other oil producers to the development of strategic re-
serves by the United States and other consuming countries. The development of an
adequate Strategic Petroleum Reserve is a key element of U.S. energy security
policy. It is important to our ability to assist in maintaining orderly international
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oil markets and in having some protection from the oil market impact of political
developments abroad.

Question 5. The President has made a commitment to preserve Israel’s margin of
qualitative superiority to offset the quantitative superiority of the Arabs. Do you
share this commitment?

Answer. Yes. I fully share the President’s commitment to help maintain Israel’s
technological and qualitative advantages in the region. We are also mindful of Isra-
el’s quantitative concerns.

Question 6. Some critics of U.S. policy advocate a reduction or suspension of sup-
port and arms sales to Israel. Do you believe the United States should threaten to
do this? Do you believe such threats would be successful in bringing about changes?

Answer. &lul e they may appear to have some short-term advantages, pressure
and threats are not in my mind the best way to bring about stable and lasting solu-

tions to long-term problems.
Question 7. Do you intend to appoint a special negotiator for the Middle East?
Answer. I have not yet fc on the question of how we will organize our efforts

to pursue the negotiations under the Camp David Framework Agreement. At pres-
ent, I have the able assistance of Ambassador Fairbanks and his staff and I have no
immediate plans for changing this arrangement.

StATE DEPARTMENT'S RESPONSES TO ADDITIONAL QUESTIONS SUBMITTED BY SENATOR
GOLDWATER

Question 1. For over 1 year, the State De ent delayed the approval of the
coproduction in Taiwan of the small Garrett 1042 aircraft engine.

Will you seek to break through the red tape and allow an early and favorable
decision to be made on this p ?

Answer. This is a complicated issue on which I will want to be fully briefed before
making a decision. I will be reviewing the question at an early date. I can assure
you that the red tape will be cut and we hope to have a favorable decision for you
soon.

Question 2. On June 1, a State Department official revealed that the United
States is conducting discussions with Communist China on an agreement of nuclear
cooperation that will assist the PRC in developing its nuclear power program. So
long as Red China refuses to join the International Atomic Energy Agency or
abide by its safeguards and fails to sign the Nuclear Nonproliferation Treaty, do you
believe it is wise or appropriate for our country to provide nuclear materials or
hardware to the PRC? -

Answer. This is a complex issue which I will be reviewing very carefully. No final
decision about how to proceed has been made. Obviously, there are potential eco-
nomic and political advantages in concluding an agreement for peaceful nuclear co-
operation with China. At the same time, the United States will approach China in
the same way as it would any country; and U.S. cooperation with any nation must
be conducted in a manner ﬁxll{:onsistent with, and supportive of, our nuclear non-
proliferation goals. We must have confidence that any eqm&ll)ent or material we
sell to China under such an agreement is used only for peaceful purposes and is not
retransfered without our consent. This is a sine qua non for our peaceful nuclear
cooperation agreements with all countries.

T understand that the Chinese may be considering membership in the Internation-
al Atomic Energy Agency. We would welcome this development.

Question 3. Do you agree with official United States policy in section 2(bX4) of the
Taiwan Relations Act, which states that we “consider any effort to determine the
future of Taiwan by other than peaceful means, including by boycotts or embargoes,
a threat to the peace and security of the Western Pacific Area and of grave concern
to the United States.”

Answer. As I have indicated, I fully support the policies of the United States Gov-
ernment as embodied in the Taiwan Relations Act. In this regard let me point out
that it is not merely the hope but the expectation of the United States that any
future resolution of the Taiwan issue will be peacefully arrived at by the Chinese
people themselves.

Question 4. Do you believe that the nine-point unification plan of Communist
China is a totally sincere offer or do dyon recognize that there are elements of propa-
%s.nda in it and that the plan would actually require the governing authorities on

aiwa'? to dm‘,cun their own extinction by yielding their claim to political sovereign-
ty on Taiwan?

-
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Answer. President Reagan, in an April 5 letter to Vice Chairman Deng Xiaoping,
stated that the United States was fully aware of the significance of the nine-point
proposal of September 30, 1981, and in a letter to Premier Zhao stated that we wel-
eomeit.lnmyview,theChineeeproposaldoeereﬂectapolicytopursueapeeeeful
resolution of the Taiwan issue. Because we have an abiding interest that the resolu-
tion of the situation between Taiwan and the People’s Republic of China be resolved
by peaceful means, it is only natural that we welcome it. In saying this I do not
imply any further judgment on the details of the proposal or suggest how a peaceful
tl;rwo:.t:ll‘:i;ilanofthispmblemsh(ruldbeachu',ved.' That is a matter for the Chinese

ves.

[Whereupon, at 3:25 p.m., the committee adjourned, subj to call
oftheChaxl;o] tect



APPENDIX

PREPARED STATEMENT OF REVEREND LEON H. SULLIVAN, FOUNDER/CHAIRMAN, OPPOR-
TUNITIES INDUSTRIALIZATION CENTERS INTERNATIONAL AND THE INTERNATIONAL
CounciL oF EQUAL OPPORTUNITY PRINCIPLES, WASHINGTON, D.C.

Mr. Chairman: My name is Leon Sullivan. I wish to testify in support of the con-
firmation of Mr. George Shultz as Secretary of State.

I have known Mr. Shultz for more than fifteen years. I have worked with him
closely when he served as Secretar{mﬁaﬁ.abor and my National and International
Jobbe"f _Projects required technical assistance and guidance from him and
members of 2

Later I developed working relaﬁonsggs with him while he served as Secretary of
Treasury and his department cooperated in a demonstration of job development for
the disadvantaged in units of his agency acroes the nation.

Additionally as a member of the Board of General Motors Corporation, I have
been associated with him since his return to the private secter as an executive at
the Bechtel Corporation.

Mr. Chairman, I cite these personal relationships to indicate that my knowledge
of his qualifications and my enthusiastic support of his confirmation is based on a
long period of personal witness of his commitment to the ideals of democracy his
involvement with humanitarian causes, and his finding of fulfillment in public serv-

ice.

I am convinced that in this instance the President could not have found a citizen
more eminently qualified nor tempermentally suited for the task of guiding the im-
plementation of our National Foreign Policy.

I am convinced that the current crisis in confidence in government which prevails
acroes the land can only be turned around if we get men and women of the caliber
of George Shultz to enter government service.

This man is mature, dependable, compassionate and dedicated. He is concerned
about the poor and disadvantaged and will bring hope to those who feel that all too
often public policy-makers have brilliant minds and no heart. At the same time he
isa Fragmahc realist in today’s world of complex international relations.
toI l:a‘el that he can be relied to literally walk with kings and keep the common

ucl

I am confident that the third and fourth world nations will find him as sensitive
to their concerns as will the first and second world nations.

I know that the President will have in him the kind of loyalty, and confidentiality
that the nature of this particular job requires. In addition it is clear that his long
history of successful administrative leadership in both the government and business
will assure the kind of support in the Department of State that will provide
maximum possible insurance of concentration on the goals and priorities of the
President and practical implementation of the policies adopted by the Congress.

In short, my own view 1s that we are fortunate in to find at this time the

ight man in the right place at the right time.
commend the dent for having nominated him and I urge the Committee,
2 i , to confirm him.

The challenges he will immediately face are so serious, the dangers that must be
dealt with are so threatening that we must sincerely say that he will remain in our
pra as he assumes a truly awesome task.

you for hearing my views on this matter.

PrEPARED STATEMENT OFr LYNDON H. LAROUCHE, JR., CHAIRMAN, ADVISORY COUNCIL,
NamioNaL DemocraTic Pouicy Commrrrer, Nxw York, N.Y.

Members of the Senate: It is my most carefully considered judgment that the
President of the United States should have a Secretary of State whose personality,

@
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qt'mliﬁl%ations, and outlook are subsumed by an overriding loyalty to the President

Our is a constitutional republic, and not a parliamentary system of government.
The powers and policies of Cabinet officers, including the of State, must
reflect the fact of our system of government, that the tEowers of Cabinet and lesser-
rank Executive functions are powers delegated by the President, but are never
alienated from the President in the course of delegating them.

Therefore, if the name of a Cabinet officer is p. in nomination for the advice
and consent of the Senate, if there be no disabling flaw of competence or character
in the person so nominated, it ought to be the wish of the Senate to accept the
President’s nomination and confirm it, if we can also be assured that the nominee
will function as an agent of the President’s undiluted constitutional powers, and un-
derstands that that submission to the President’s constitutional responsibility must
be the pervasive characteristic of his service in that office.

Althou%l;sl strongly di with numerous among the policies with which the
nominee been associated in past service to our government, I know of no flaw in
him on which account I would recommend that the Senate prevent the President’s
will in this matter from being effected.

However, the nomination of a Cabinet officer is not merely an occasion for exer-
cise of theadpowers of consent. It is also the occasion for exercise of the Senate’s
powers of advice. At few points in our nation’s history has advice been more urgent-
ly required. It would be difficult to imagine any point in our history during which
our foreign relations have been in a more perifous condition. We must explore, in
present hearings on this appointment, what areas of urgent change in foreign-policy
are required to rescue our nation from what presently appears to be a monstrous
foreign-policy catastrophe.

To this J”int’ I indentify summarily foreign-policy matters in which I have well-
established expert qualifications. There are three interconnected matters to which I
ask you to turn your attention. These are the interdependency between East-West
and North-South Strategic crises, the ongoing collapse of the world mo order,
and the im of gross disinformation of intelligence received from non-U.S. agen-
cies upon the shaping of our foreign policy .as well as our adjustments of foreign
policies in practice.

The Senate is more or less aware that I publish a series of quarterly analytical
forecasts on trends and turning-points in the U.S. economy, and that since these
quarterly reports were first published, beginning the last quarter of 1979, my own
forecasts have been the only competent forecasts published by any known lic or
private forecasting agency. I stress this fact to emphasize that the United States is
presently in a new economic depression, and to indicate that contrary assessments
of our economic situation originate entirely with economist circles which have
proven themselves incapable of competently forecasting trends in our economy over
the period from October 1979 to the present date.

I can also retfort, on the basis of regular discussions with international financial
institutions and other relevant policy circles of numerous nations, that it is the pre-
vaili’.)rf judgment of Switzerland, London, and other centers that the immediate
period of monetary crisis has two outstanding features. First, to the extent that
analogies can be drawn in such matters, we are presently in a situation of impend-
ing general monetary collapse comparable to Spring-Summer 1931. Second, that the
magnitude of the threatened monetary collapse dwarfs anything European civiliza-
tion l;‘aa experienced since the general collapse of Lombard banking during the four-
teenth century.

Every probrly;m confronting us domestically or in foreign relations now is either
directly a result of this slide toward the deepest depression in modern history, or if
not caused by this onset of depression, is shaped to a very large degree by economic
and mon pressures.

For example, to pin-point a very immediate, v]e;z concrete and potentially devas-
tating ir:blem. There 18, in some misguided but influential circles, a delusion to the
effect that we can collapse the “Soviet Empire” aid of forcing a default on the
external indebtedness of Poland, Hungary, and ania. In fact, although that
action might temporarily slow down certain features of the Comecon economy, it
would have no da.mafmg effect on the military sub-sector of the Soviet economy,
which is agroximate y one-third of the combined agricultural and industrial econo-
my of the Soviet Union as a whole, and would otherwise simply force the entire Co-
mecon into greater Soviet economic domination as well as emphasis on resuming
the kinds of relatively autarkical, dirigistic methods echoing the Stalin period. What
such a forced default would accomplish is a chain-reaction collapse of the entire
Western international monetary system as we now know it.
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The problem is much worse than even that implies directly. This so-called Polish
debt-scenario has been thoroughly studied in Japan, in the Federal Republic of Ger-
many’s bankng circles, and in London and Swiss financial centers. Some among the
London and Swiss gentlemen concerned have worked out the following cute little
operation against the U.S. dollar. First, they lure the United States into taking ac-
tions to damage the economies of the Federal Republic and Japan. This forces Ger-
many and Japan to join with London and Switzerland against the U.S. dollar,
simply as a matter of self-defense. These combined forces then, according to the
‘London and Swiss scenario, let the trillion-dollar Eurodollar market collapse upon
the U.S. dollar, putting the United States under financial receivership dn-eche({ by
the Basel Bank for International Settlements. .

To assist this sort of scenario, central European and other sources have been pass-
ing into Washington specially doctored intelligence on the Soviet economy, false in-
formation to encourage Washington to believe that shutting down credits to the Co-
mecon nations will cause an economic catastrophe hitting billiard-ball fashion into
the heart of the Soviet economy itself.

Meanwhile, our ever-loving allies, Britain and France, have resurrected the 1916
Sykes-Picot Treaty-agreement, the agreement under which Britain and France then
proposed to carve up the remains of the Ottoman Empire in Asia between them.
Aided by elements in Israel enjoyi.nf Ord Wingate’s pedigree, such as Defense Min-
ister Ariel Sharon, and with aid of certain expedient measures of mutual under-
standing between Moscow and London, the intent is to throw the United States out
of the Middle East. A similar Anglo-French policy is x:ﬁerational for Africa, and the
French government plans to take over our former influence in parts of our hemi-
sphere below the Rio Grande.

The administration of our foreign policy under the recently retired Secretary of
State has not been precisely what one would describe as an Empyreal height of serv-
ice to our national interests. Clearly, the relevant features of our foreign policy and
related Isractwee must be drastically changed, and immediately.

The North-South crisis is key to the complex of our foreign-policy problems as a
whole. The problem is exemplified by the condition of approximately a quarter tril-
lion dollars of external debt of Ibero-American nations. Presently, under present
world-market trends, perhaps only Mexico and, é)erhaps Venezuela among those na-
tions has the bare possibility of meeting the debt-service obligations coming due
during the 12 months ahead. Moreover, the refinancing arrangements employed to
cover over virtual debt-defaults over the recent five years are no longer functional.
International lending institutions are presently committed to “de-coupling” from
Ibero-America, Africa, and most of Asia. Virtually our entire, highly-exposed com-
mercial banking system is threatened with chain-reaction collapse as a result of
these combined circumstances.

If we could revitalize the world-market in capital-goods traffic and reschedule
Ibero-American debt-overhangs in a proper fashion, the looming disaster could be
prevented. There is no technical reason such measures could not be effected. The
difficulty is entirely a matter of combined perception of the solution and the will to
force through implementation of such solution in time to prevent the disaster.

Again, I must refer your attention to the implications of the successful perform-
ance of my quarterly economic forecasts. Those experts who argue that monetarist
policies must not be eradicated immediately, and who op restoring a gold-re-
serve basis for the U.S. Treasury’s issues of currency-notes, have abundantly demon-
strated, through the miserable performance of their own varieties of economic fore-
casting, that they have simply not understood the bare fundamentals of our present
economic and monetary situation.

This is a matter of foreign policy as much as of domestic policy. If the United
States summons its will to restore the power of a gold-reserve-based U.S. Treasury
currency-note, the world can be quickly induced to submit to our will in this matter.
Most nations will be instantly delighted that we have done so. Certain institutions
will resist strongly; the potential power of the United States must be summoned to
improve their opinion in the matter.

erhaps the genate is firmly committed to policies contrary to my strong recom-
mendations. The Executive and the Senate have the power to oppose my policy-rec-
ommendations quite efficiently in practice, that I concede. However, I forewarn you,
that that is an exercise in the power to plunge our nation into a kind of disaster
from which this republic might not rise again. Unless the shock of this new mone-
tary crisis and economic depreesion can rouse leading institutions of this nation to
clear away the fog of monetarist ideologies from our policy-thinking, we are already
as good as ﬁmahﬁ permanently as a world-power.
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If we summon our idled agriculural, industrial, and skilled-labor ntials to
duce an outflow of capital goods for medium-to-long-term high technology develop-
ment of the productive powers of labor in nations below the Tropic of Cancer, we
will find a joyful reception for our policies among those and other nations, as well
as a joyful eruption from our farmers, industrialists, and growing masses of unem-

loyed. If we do this, we shall be setting into motion the ‘“American Century” which
Fresident Franklin Roosevelt proposed during the period of the last World War. If
we take that new course in foreign policy, there is no problem in foreign relations
which will not become rather &uickly manageable.

As to the Soviet Union, in the context of our resurrection of the “American Cen-
tury” stra policy, the matter becomes elementary. We say to Moscow: ‘“We are
summoning from our idled farms, factories, mines, and labor a power which may
stun your powers of imagination. We are creating among our friends in this world a
new world economic order, which we call the ‘American Century.’ It is a world or-
de ing to the conceptions of those who designed our Constitution, a world
dominated by nations committed to the benefits of technological progress for each
and all, arranged through an ordering of our system of credit and commerce to
foster this result. Where does the Soviet Union stand with respect to our efforts to
lift the hungered nations of the southern portion of our globe out of that heritge of
folon%alist looting and degradation whose remedy has already been postponed too
o

arms negotiations are necessary, but in and of themselves they are almost
useless exercises. If the chaos the monetary crises are beginning to unleash is not
stopped, we shall go to war whether we presently intend so or not. And, sooner or
later, whatever remains of the thermonuclear arsenals of the world will be
launched, because no government will know how to stop itself from unloosing them.
If we bring the world to order, as the “American Century” implies, then, and only
then, does the lessening of the impulse toward war impel nations to spend less on
those weapons for which they have no prospective need.
These, 1 propose, exemplify the topics of advice on which the Senate should con-
duct its deliberations with the prospective Secretary of State.

PREPARED STATEMENT OF PAUL M. WEYRICH, PRESIDENT, FREE CONGRESS RESEARCH
AND EpucaTioN FOUNDATION, INC., WASHINGTON, D.C.

The condition of the modern world is such that American Presidents in recent
years have had to spend increasing amounts of time in dealing with foreign affairs,
even thouﬁl;etheir primary interests may have lain in domestic politics. Examples of
this have been the absorption of President Johnson and Nixon by the Vietnam war,
and President Carter’s agony over the Iranian hostages. Whether we like it or not,
foreign affairs impinge more and more closely upon our lives.

This fact means t the conduct of American foreign policy must be watched
closely, and that the man charged with the primary responsibility for conducting
that foreign policy bears a heavy burden.

We cannot know today how Secretary-Desi%nate George Shultz will discharge
those responsibilities, should he be confirmed by the Senate. But I should like to
summarize very briefly for you the view of American foreign policy which many
conservatives s| , and raise one or two questions which come to mind upon a
reading of Mr. Shultz’s rather infrequent published remarks on foreign policy.

I am sure that the vast majority of Americans—conservative and liberal—would
agree that the overall aim of our foreign ﬁ]’o:icy should be to support our friends in
the world, and undermine our ehemies. t provides a consistent and logical ap-
proach to our foreign golicy.

In one of his few published essays on foreign policy, Mr. Shultz has criticized what
he calls “light-switch diplomacy,” by which he means diplomacy guided by no firm
principles, the instrumentality of an unpredictable foreign policy. He is quite cor
rect in that fundamental criticism, and I fervently hope that he will pursue a con-
sistent and correct foreign policy during his tenure in office.

I add the word “correct” to “consistent” in that formulation because there has in
fact been a certain incorrect consistency in our foreign policy of late. The rule,
if;)idee&dg seems to have been that we should support our enemies and undermine our

ends.

President Nixon was, unfortunately, in measure, a follower of that precept.
He sought to court our greatest enemy, thl:gaeviet Union, with smiles and promises
of friendship and economic cooperation. After his first great ‘‘breakthrough” with
Soviet dictator Leonid Brezhnev, he announced the dawning of a ‘“generation of
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geaco." A decade later, after a mammoth Soviet military buildup, and with conflicts
lazing around theevslobe, we can see how utterly fatuous that statement was.

However, the evil fruit of this precept was most visible in Mr. Nixon’s China

icy, In 1971 he abruptly reveneg a consistent longstanding policy and by declar-
ing his intention to visit Peking, capital of one of the most barbarous regimes on the
face of the earth. By treating the Communist Chinese as though they were our
friends, Mr. Nixon cut the moral heart out of our strugtglhe against communism in
Vietnam, thus contributing materially to the fall of South Vietnam and of Cambo-
dia, and the holocaust visited upon unfortunate peoples of those nations. And
the fruits of that catastrophic policy are now emerging even more clearly in former
Secretary Haig’s campaign to y one of our most faithful allies, the Republic of
China on Taiwan, in order to culgz favor with our enemy, Communist China.

This is one of the most despicable examples of our false policy of supporting our
enemies and undermining our friends. But there are many others—for example, our
treatment of our ally the Shah of Iran, our betrayal of President Somoza of Nicara-
gua, and cwen—stn.{mg very close to home—our betrayal of American citizens in
theAnsib%onAe:.n’f'li based on the principle of rting

se! e American foreign policy—one on principle of suppo: our
friends and undermining our enemies—would yield very different results from
}nany of thlose produced even under the Reagan Administration. Let me give you a
'ew examples.

First of all, our China policy would be quite different. We would offer to re-recog-
nize the Republic of China on Taiwan, we would accord respect to their diplomatic
and other re) tatives, and we would strengthen our economic and cultural ties
with them. for Communist China—if we maintained diplomatic relations with
them at all—we would visit upon their diplomats the same sorts of humiliations and
insults which we have in fact inflicted upon the diplomats of the Republic of China.
We would seek to weaken Communist China economically and militarily, and to
work quietly but effectively to block its initiatives throughout the world.

If President Nixon could move resolutely to reverse a l})ol;g of more than 20

ears’ standing which was in the best interests of the United States, President
an can certainly move just as resolutely to reverse a policy of 10 years’ stand-
ing which is inimical to our interests.

e would pursue a similar policy toward the Soviet Union: we would seek to un-
dermine and weaken it through every means at our disposal. The Voice of America
would hammer incessantly at the deficiencies of the communist system. We should
not supply the Soviet Union with foodstuffs and technology which it needs to build
up its war machine. Any trade at all with the Soviet Union should be strictly on a
cash basis: we would extend it no credits of any sort, and we would quickly declare
it in default on any loans outstanding to it. Where it is involved in military
sion, as in Afghanistan, we would proudly and opel:ll{ provide its enemies wi& all
the arms and su Port they can use. In short, we would take advantage of every op-
pon&t::lﬁy ayu.lag' e to us to undermine the Soviet Union politically, economically,
an tarily.

In other instances, we would be certain to support our allies in the world. We
would, for instance, furnish political and mili aid to all those forces which are
fighting against communist tyranny throughout the world: not only in Afghanistan,
but in A_.ntgeola, in Vietnam, in Cambodia, in Loas, in Nicaragua, and wherever else
appropriate.

e would give unswerving and firm support to those countries which espouse our
Elitical rinciples, however, imperfectly. of threatening to suspend aid to

Salvador because their elections did not come out to the liking of the State De-
partment, we should be supporting them to the hilt, as we should the other Central
American countries which are under threat of communist aggression.

In Eastern Europe, we should let the ples of those nations know we are on
their side by constantly un ining and humiliating the governments which op-
greu them. In i , we should immediately declare the government of the

olish puppet dictator in default on its debts to Western creditors, and we should
cease to extend ally credits at all to the governments of Eastern Europe.

Mr. Shulte, mcldentallm a specialist in international finance, and I trust the
Committee will question him on his views on the extension of credits to countries of
the communist bloc.

Mr. Chairman, I realize that the picture I have drawn of what our foreign policy
ought to be is so different from what our foreign B“Eol.icy actually is as to seem hu-
morous to many people in this room. And yet, I submit, that picture follows logical-
ly from the principle which I enunciated—that of supporting our friends and under-
mining our enemies—one which, I am sure, tha vast majority of Americans would



les in the conduct of foreign policy, I have no doubt that he will find the
great of Americans willing to accept his leadership.
Bt&t.atllnhourulate.Wehavehtde' room left for maneuver. The armed conflict in

which our foreign policy must seek at all costs to prevent.

PREPARED STATEMENT OF ARNOLDO S. TorrEs, NATIONAL Execurive
Lzacur or UNITED LATIN AMERICAN CrrizenNs, WasHINGTON, D.C.

On behalf of the League of United Latin American Citizens (LULAC), this coun-

testify
companies this nomination and the limited time available.
. The reason for our interest in the nomination of Mr. Shultz stems from our exam-

T ding
as our foundation for U.S. foreign policy in Latin America, and has led to the de-
structive chaos in the South.

As Secretary of Stabe Mr. Shultz will be responsible for developing strategy and
policy to hopefull ify this situation. However, we in the Hispanic community
mustask,whatst hsandknowledgedoesMr Shultz bring with him in the area
of Latin America? t is his degree of understanding of the problems which con-
front this region and its implications on this country? Does Mr. Shultz have a work-
mfaknowledge of the historical complexities and dynamics of U.S.-Latin American

tions? These are some of the concerns we feel must be addressed by this Admin-
istratnon and this committee. We are aware of Mr. Shultz’ distinguished background
k'lmbhc servant and as a private citizen. We are aware of his capacity to learn
y and handle situations. But we are not aware of any background or interest

he may have with Latin America.

We do not raise this issue as justification to oppose Mr. Shultz for we are not
against his nomination. We raise this issue for this country must alter its approach
in dealing with Latin American countries. We cannot continue to neglect, take for

granted, or stereotype this region as “banana republics.” The fate of these countries
are much too closely tied to our development in one form or another. It is impera-
tive that we not treat these matters only when they are of crisis proportions, but
that we develop ways of ensuring that they do not reach such explosive levels.

With regards to our concern about the narrow and simplistic foundation of U.S.
foreign policy with Latin America the Senate Democratic Policy Committee said it
best in its report of June 1982—“From Gunboats to Diplomacy.”—

“U.S. policy toward Latin America has been based upon four assumptions which
are now obaolete (1) the strategic assumption of bipolarity, which held that the
world was divided into two opposing alliance systems, that of the United States and
that of the Soviet Union; (2) the economic assumption of American enterprise which
held that the principal motor of economic growth in the world was American invest-
ment and markets; (3) the ideological -assumption of bipolarity, which held that
there were only two significant world-views in world politics, liberal capitalism
versus totalitarian communist; and (4) the political assumption of military regimes,
which held that authoritarian military governments were stable and potentially

ml allies of the U.S. If the U.S. continues to base its policy on these obsolete unre-

ic assumptions, the result will be disaster for U.S. national interests.
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“New assumptions should be constructed which are based on the new realities: (1)
a strategic assumption of multipolarity, in which the U.S. will continue to contain
the ex?ansionist tendencies of the Soviet Union, but will do so as the ‘“Majority
Leader” of shifting coalitions of nations; (2) an economic assumption of multipolar-
ity, in which the U.S. will continue its extensive trade and investment ties with
Latin America, but will do so as “first among equals” in a system of many industri-
al and newly-industrializing countries; (3) an ideological assumption of multipolar-
ity, in which the U.S. acknowledges that it shares moral leadership with contemgt
rary social democracy and contemporary Church groups, as legitimate forces
tween capitalism and communist, in Latin America; and (4) a political assumption
that, in general and in the future, the best allies of the U.S. in Latin America will
be centrist party regimes (in the more industrial countries) or national-populist re-
gimes (in the less industrial countries), rather than conservative military ones.”

We have seen over the last five years a serious increase in the political instability
of Central American nations. We have seen, through the media, the actual horror
and senseless kﬂﬁnﬁlgf thousands of people brought about by the conflicting ele-
ments of civil war. This situation has rameS' the concern of the American people and
its government. However, it appears that many are viewing this situation as com-
munist forces against democratic ideals. While we must admit that this is an under-
lying concern which must be addressed, we do not consider it to be the major issue
at hand. Unfortunately, this perspective has historically governed the foundation of
our foreign policy with Latin countries. We believe that it has been precisely this
approach which stifled and limited our ability to assist in stabilizing this ever
increasing turmoil.

During this time, the Hispanic community of this country has grown by 61 per-
cent, in part due to major movements to the U.S. of people from Central erican
countries. Also, there has been an increasing fear that this country could tpossibly
be involved in these conflicts, as well as concerns for the senseless killings of human
beei:ags in the countries of origin for many Hispanic-Americans. There is a definite
need to have our pe ives known, discussed and integrated in U.S. foreign policy
in Central and Latin rica.

Perhaps more indicative of our interest in becoming involved in these matters are
the statistics which show that from March 1979 to March 1981, the number of Cen-
tral &r Sfouth Americans H‘; the U.S. incr?ased fron; S840,000 to 1,022,000, ttl!x‘usfbeopm-
ing the fastest growing Hispanic group of people of origin. Also, the foreign-
born population of the U.S. increased by 4.3 million n 1970 and 1980, with a
mg‘lorit{ residing in California, New York, and Florida.

early, the make-up of American society and the Hispanic community is chang-
ing daily due to the influx of people from the southern region of the hemisphere as
a result of economic and political instability. We must recognize, and act, on the
reality that our forei licy in this region does in fact play a major role in the
movement of people “push factor.”

In view of our growing desire to become involved in these matters, and in view of
ghhoixl rt:aliﬁes that are moving us in that direction we would recommend to Mr.

I. Creation of Hispanics Advisory Council to the Secretary of State. This Advisory
Council would meet on a quarterly basis or as necessary so as to discuss and recom-
mend on matters dealing with U.S.-Latin American relations. :

II. w::ﬁpoint a committee on Hispanics designated to travel on fact finding and
goodwill missions to Latin America. Countries of Latin America need to recognize
that our government is committed to involving Hispanics in foreign policy matters.

II. Appointment of more Hispanics to positions in the Department of State and
U.S. Foreign Service. Statistics submitted by the Department of State on December
14, 1981 to the House Subcommittee on Civil Service indicate that out of a total
1,939 employees in all categories there were 22 Hispanics employed. Furthermore,
they were primarily in es 1-5. In addition, of a total of 319 new hires in 1981
9nlyehi:£a:l Hispanic. These statistics are clearly deplorable and must be corrected
imm y.

IV. Establish a formal mechanism designed to recruit Hispanics for employment
in the Department of State and Foreign Service.

V. Development of program to include Hispanic Businesses in economic develop-
ment projects such as the Caribbean Basin Initiative. An effective element to bridge
the gap between Latin America and the United States would be the Hispanic busi-
ness community.

While we would not want anyone to draw the conclusion that our concern is for
Mr. Shultz to sim‘sly concentrate on matters dealing with Latin America, we do
want to make it clear that there must be more than a superficial understanding
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is activated only in crisis and fails to recognize the serious consequences for

such neglect and insensitivity.
We would request of the Committee support for the concerns and suggestions we
have raised in our testimony. Wewonldasktbattbeymentandahouldrwervesen-

ion by
Shulﬁwﬂlbewnﬁrmdbasedonhisdisﬁngumbedhackgrwndandabﬂnhes,we
nonetheless firmly believe that this Committee must work with him, and should en-
mragemnkhxmtoworkmthusmdeahngthhhhnhmerm

you.

CLFECT!
SEP 14 1532
“PPED
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