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The Honorable Jimmy .c;:ar;ter A,:,· 
P. O. Box 7667 
Atlanta, Georgia 30309 

Dear Jimmy: 
'" 

It occurred to me that yo~ may soon have to speak up on 
the question of u. s. -sovie.t relations, and thus the en­
closed me.morandum may be of. some. help .to you. 

As you can see, it is . baseq . _in:. part. on. a recent visit by 
me to Moscow and it conta.i~s both: .an :~~alysi."s, as .well as 
some ~ec~~endations'~ I '.i2ll\ ge~eraliy t~~ubiec1~ by the way 
the Administratio.n is hand.ling the u. s. -soviet .detente, 
though on the whole ;! do. feel that it, .. is :in .the American 
in tere~t to proln~te . .,;_~ :ilunerica~~.So:\llet. det;~~te ., .. ~Ho~~.;;er, 
that detente oug~t:.\~· ·~-~;'~il'.j~: -~~'~{PiQJ~~-~·:;ait~;:ti:~;siiJ:g~t~:·to 
be shaped with .clearer ,_Am~rican. po];,itical .. objectives. in 
minq. ·:,:--- ··.·_: ... .,v .• • ... ~y : .. · ··.. ·:···.· '. c: ... J.":.'~. •· 

I hope .ap 
be of some 

·., 
'" 

. -~: . 

). I i:n~·~:,<_', ,1 •. ;.1.::· •• -;"j,.,,~·,,, • '~ '! ·.,t~;.( .. ' 

goes well with you, and do let me know if I can 
further help. 
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June 18, 1975 

CONFIDENTIAL PERSONAL NEMORANDUM - NOT FOR CIRCULATION 

FROM: Zbigniew Brzezinski 

SUBJECT: Detente: A Strategic Review 

Basic Propositions: 

1) That in the course of the last .three years, the U.S.~Soviet 

detente has increasingly acquired a content and a character 

more largely in keeping with Soviet foreign policy objectives 

than with the presumed initial U.S. goals for such detente; 

2) That as a consequence of the above the balance of benefits 

and costs has become more favorable to the Soviet side; 

3) That the manner in which the U.S. has conducted its detente 

policy has contributed to the political and military decompo­

sition of the western alliance; 

4) That Soviet gains obtained from detente, instead of making the 

Soviet Union more "responsible" and "restrained," could pre-

cipitate a new wave of Soviet assertiveness, from a position 

of greater confidence, the latter further stimulated by the 

current crisis of the West; 

5) That a more reciprocal detente, .and not a return to Cold War 

tensions, should be. the U.S. goal. 
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With reference to l)*: 

Neither side, understandably, announced in advance its goals for detente. 
Each side, for its own reasons, desired detente, and thus detente has not 
been a case of successful courtship of one by the other; rather, it has 
involved the interaction of two varying sets of goals within a mutually 
desired framework of gradual accommodation and normalization of relations 
(i.e. , detente). 

Soviet objectives can be inferred from Soviet statements and actions. 
After a period of uncertainty following Khrushchev's removal, an uncer­
tainty intensified by the events in Czechoslovakia, the Soviet leadership 
by the early seventies gradually crystallized a new policy, the purpose 
of which was essentially: 

1. to forestall a renewed "encirclement" of the Soviet Union, 
this time by the United States and China; 

2. to obtain the status of global political equality with the 
United States; 

3. to improve the Soviet strategic posture, at least initially 
to the level of parity, without precipitating colLDtervailing 
U.S. moves; 

4. to obtain de facto and de jure acquiescence by the West to 
the division of Europe and of Germany, and to Soviet pre­
dominance in Eastern Europe; 

5. to gain additional influence in areas broadly contiguous to 
the Soviet sphere, notably the Middle East and South Asia, 
perhaps even Western Europe; 

6. to relieve Soviet economic bottlenecks through the impqrtation 
of Western technology, preferably on a credit basis. 

The new Brezhnev design involved a continental policy, unlike Khrushchev's 
premature globalism; it was to be pursued and achieved with less fanfare, 
without arising Western anxieties and reactions. It took for granted a 
period of international quiescence; the Soviet leaders went even as far 
as to forsake publicly the older goal of Soviet economic autarchy, pro­
claiming instead the need for closer economic ties with the industrially 
advanced countries of the West. 

All of this was to be sought while avoiding the internal ideological and 
political challenges that earlier periods of -detente, notably that of the 
mid-sixties, had generated. The occupation of Czechoslovakia, stricter 
doctrinal controls, and the deliberate compartmental.ization of detente to 

* "That in the course of the last three years, the U.S.-Soviet detente has 
increasingly acquired a content and a character more largely in keeping 
with Soviet foreign policy objectives than with the presumed initial U.S. 
goals for such detente." 
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external issues were to forestall any repetition of the earlier contagion: 
The new detente was to be limited and conservative; it was not to be ac­
companied by any domestic evolution in Soviet or East European politics. 

The Soviet approach interacted with the new foreign policy fashioned by the 
U.S. Adrr~nistration that took over in January of 1969. The U.S. side, too, 
felt it desirable to move "from confrontation to negotiation," in order, it 
would appear, to attain the following objectives: 

1. to. obtain Soviet collaboration in achieving a tolerable U.S. 
disengagement from Vietnam; 

2. to use the leverage obtained through a gradual improvement 
in U.S.-Chinese relations to increase the Soviet stake in less 
tense U.S.-Soviet relations; 

3. to slow down the pace of the strategic arms race at a time of 
declining American, and of increasing Soviet, momentum in order 
to stabilize a relationship of approximate strategic parity; 

4. to spin a wider web of various relationships, including economic, 
thereby increasing the Soviet stake in stability; 

5. to derive from the foregoing greater Soviet accorrunodation in the 
resolution of various regional conflicts. 

To promote these ends, the U.S. moved on two fronts at the same time, 
towards both Peking and Moscow, exploiting the Sino-Soviet dispute to 
enhance the Soviet stake in the U.S.-Soviet accommodation. This accommoda­
tion did initially result in some regional arrangements (as in regards ·to 
Berlin), though evidence of Soviet help in extricating the U.S. from Vietnam 
is less clearcut. Moreover, the Soviet side promptly began to exploit the 
new U.S.-Soviet summits as proof that a new, globally decisive bilateral 
relationship has been forged over the heads of other governments. 

Soviet ability to exploit detente to its ends was enhanced by the growing 
domestic weakness of the U.S. President. His domestic difficulties increas­
ingly began to dominate his conduct, prompting him to attach exceptional 
significance to the U.S.-Soviet summits as offering tangible proof of 
progress in building "a generation of peace." More generally, our foreign 
affairs principals have created a widespread feeling that the U.S. is re­
ceptive to the idea of a special Washington-Moscow relationship. 

With reference to 2)*: 

As a consequence of the above, it would ·appear that initial Soviet concerns 
over the implications of the feared U.S.-Chinese collusion were gradually 

* ''That as a consequence of the above, the balance of benefits and costs 
has become mo.re favorable to the Soviet side." 
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dissipated. By 1974 or possibly even 1973 the Soviets could justifiably 
conclude that they had succeeded in downgrading the Washington-Peking re­
lationship, while American acceptance of Soviet formulations concerning 
the U.S.-Soviet relationship (including the symbolically important use of 
the Soviet concept of "peaceful coexistence" to define the relationship 
and the use of phrases signifying the special global co-responsibility of 
the two powers) also had the effect of helping to attain the Soviets' 
second objective. 

Thirdly, the Soviet side has been able to improve very substantially its 
position in the strategic equation, without precipitating U.S. reactions, 
creating thereby grounds for concern that perceived Soviet predominance 
could become a political threat to U.S. interests. This the Soviet Union 
has done by carefully progranuning a steady growth in its military capa­
bilities, without (unlike Khrushchev) advance public announcements or 
political boasts, thereby making it more difficult for U.S. political 
leadership to generate an offsetting effort. 

The Soviet side, furthermore,·might be justified in concluding that it 
has largely achieved also its fourth goal. It has been taking advantage 
of the prevailing situation to strengthen its controls over Eastern Europe, 
while the U.S. appears increasingly disinterested in the region. 

Fifthly, the Soviet Union has increased substantially its role in South 
Asia and it has retained its presence in the Mediterranean, though with 
some retraction of its political influence in Egypt. Moreover, events in 
Portugal have created the possibility of a Soviet "leapfrog" to the Atlantic. 

The Soviet side has been partially successful in attaining its sixth objec­
tive, though somewhat less so in the United States, given the appearance 
of congressional opposition to large U.S. credits. Nonetheless, American­
Soviet trade relations also gave the Soviet side additional leverage.vis-a­
vis Western Europe and Japan, particularly in regards to credits. 

On the U.S. side, with respect to the first U.S. goal, there is no conclusive 
way of establishing that detente contributed to a greater Soviet willingness 
to help the U.S. to extricate itself from Vietnam. It is relevant to 
note here that the bombing and blockade of North Vietnam (including Soviet 
ships) seems to have been related more directly to the restraint shown in 1972. 

With respect to the second goal, it is likely, in fact probable, that the 
Soviet stake in better U.S.-Soviet relations was actually heightened by the 
opening of U.S.-Chinese relations. However, it is the substance of the 
improvement rather than its fact that is a more important indication of 
relative success or failure, since an improvement was in any case also 
desired by the Soviet side. 

Thirdly, there are grounds for concluding that detente may have somewhat 
slowed down the pace of Soviet strategic deployment, since it is u_r1likely 
that a firm limit on Soviet missile strength could have been set in the 



-5-

context of high tensions. Thus the attainment of the third goal of U.S. 
policy was, in all likelihood, abetted by detente, notwithstanding some 
possible dissatisfaction over the actual numerical limits arranged thereby. 

It is certainly premature ·to conclude that the various cooperative arrange­
ments so far contrived (space, medicine, science, etc.), not to speak of the 
limited increase in trade, have spun a web of relations capable of restrain­
ing the Soviet Union from adopting a more assertive posture, should an 
appropriate opportunity be perceived by Moscow. Thus the fourth goal is 
yet to be obtained, or its attainment truly tested. 

With regards to the fifth goal, one can certainly argue that Soviet "re­
straint" in the Middle East during and preceding the 1973 war, was condi­
tioned by long-standing standards of prudence which traditionally have 
shaped Soviet policy. It seems highly doubtful that -- given the historical 
record -- the Soviet Union would have acted very differently even without 
the surrunit meetings, without the U.S. acceptance of the Soviet view of 
"peaceful coexistence," without the tacit siqns of U.S. disinterest in 
Eastern Europe, and without U.S. credits. 

It should be noted, finally, that as a byproduct of detente, probably at 
least initially unintentional, the Soviet side has gained unprecedented 
access to the U.S. elite, which it has fully exploited, especially in 
Congress but also in business. U.S. access to Soviet political decision­
makers has not increased on the same scale. 

Accordingly, on balance it would appear proper to conclude that all six of 
the postulated goals of the Soviet detente policy have been already at­
tained or are well on the way to being attained; that this is largely not 
the case -- or, at least, not yet the case -- with the majority of the 
postulated goals on the American side of the detente equation. Moreover, 
the more tangible concessions, both material and symbolic, have been made 
by the U.S. side. 

With reference to 3)*: 

There is a fundamental difference between a detente which promotes peaceful 
change within the communist world, and one which obstructs it; between a 
detente which consolidates the West and one which facilitates the emergence 
of non-democratic pro-Soviet governments; between a detente which keeps 
moral issues in sharp focus, and one which obscures them. 

In recent years U.S. foreign affairs principals have spoken loosely of "a 
generation of peace" and have pointed to alleged Soviet restraint, claiming 
both to be the consequence of the current U.S. detente policy. The public 
has been encouraged to believe that U.S.-Soviet rivalry (or the Cold War) 
has ended; symbolic gestures (such as the joint space flight) and rhetoric 

* "That the manner in which the U.S. has conducted its detente policy has 
contributed to the political and military decomposition of the western 
alliance." 
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of moral equivalence have contributed at home and abroad to the impression 
that a new condominium of peace might be in the making. Finally, various 
governmental and business spokesmen have claimed that U.S. credits and trans­
fer of technology to the Soviet Union would also firm up the new relationship. 

All this has taken place at a time when the Soviet Union has been moving 
steadily and ably to consolidate its position in Eastern Europe and to create 
the preconditions for a more assertive relationship with a post-Tito Yugo­
slavia. Eastern Europe, faced with higher fuel costs and increased diffi­
culties in its trade with the West, has been drawn more tightly into the 
Soviet orbit, and this process has been accompanied by the tightening of 
ideological controls even in such relatively more autonomous states as 
Poland. Within the Soviet Union there has also been a more effective 
crackdown on dissent. Yet at the same time, the U.S. side has been quietly 
reducing the political thrust of the principal organs for the dissemination 
of independent points of view in Eastern Europe and in the Soviet Union, 
namely Radio Free Europe and Radio Liberty, instruments which over the years 
have given the U.S. unique leverage on the minds of the populations of 
Eastern Europe and the Soviet Union. 

The deliberate downgrading of moral and philosophical concerns in our rela­
tionship has made it easier also for communist parties in the West to discard 
their image as anti-democratic and to pursue more effectively the goal of 
sharing and eventually assuming governmental power. The fact of the matter 
is that democratic publics can be held together in prolonged historical ef­
forts only if their sense of moral concern is fully tapped. Diluted, the 
resulting moral relativism makes it easier for non-democratic communist 
parties to reach out for power, be it in Italy, Portugal, or before long 
in Spain or France. 

This is made all the easier, and therefore also all the more ominous, by the 
widespread feeling (which public opinion polls indicate is shared both by 
the U.S. and West European publics) that the Soviet Union no longer repre­
sents a security threat. Despite the unprecedented growth in .Soviet power, 
the prevailing viewpoint is that security issues are no longer important; 
indeed, there is a paradox here for in the past the Western publics tended 
to overestimate Soviet power at a time of relative Soviet weakness. Today, 
that power is matching that of the United States, and when all indications 
point to major Soviet efforts to exceed the United States, the public re­
sponse is complacent. The unpopular task of reminding the public that 
power still counts is left in the U.S. to the Secretary of Defense, with 
no other major Administration figure engaging his prestige in thi.s cri ti­
cally important issue. 

Finally, the tinkage between U.S.-Soviet summits and U.S.-Soviet agreements 
has tended to place more pressure on the U.S. side to reach specific accom­
modations, even if the negotiating process in regard to specific issues has 
not been consummated. With political expectations "of progress" running 
high at home, U.S. leaders have found themselves more tempted and pressured 
than their Soviet colleagues to turn such summits into seeming diplomatic 
triumphs by announcing various specific agreements. 
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With referenc~ to 4)*: 

There are signs that the Soviet leadership is concluding that the phase of 
historical quiescence is corning to an end, that "the general crisis of 
capitalism" means that the possibility of qualitative political changes is 
shifting back to the advanced world from the LDC's, and that the strategy of 
decomposition (rather than, as in the past, of revolution or of confrontation) 
is best suited for the times. 

That strategy of decomposition is to be pursued prudently but also assert­
ively. The moment is not ripe for overt pressure; indeed, it would be 
counterproductive since it would alert the U.S. and perhaps cause reaction. 
Instead, detente and military parity provide the best umbrellas for a policy 
designed to encourage change in Western Europe -- a policy of active detente 
similar in many ways to the policy which the. U.S. had pursued towards the 
East in the sixties, until the Soviet occupation of Czechoslovakia. 

The present Soviet perception of the situation has been shaped in the course 
of inner debates held in the latter months of 1974 and lately it has been 
authoritatively articulated for the communist elite at home and abroad. 
(This is standard practice, since strategic concepts must be shared more 
widely.) A particularly revealing and important statement of these views 
is contained in two major pronouncements made earlier this year by Boris 
Ponomarev, candidate member of the Politburo and Secretary of the CPSU, 
entitled "The Role of Socialism in Modern World Development," (Problerny 
Mira i Sotsializma, No. 1, 1975) and by A. I. Sobolev, Member of the 
Central Committee Staff, "Questions of Strategy and Tactics of Class 
Struggle in the Present Stage of the General Crisis of Capitalism," 
(Rabochiy Klass i Sovremenny Mir, No. 1, 1975). 

Both statements are quite explicit, and they deserve careful reading. The 
Soviet authors insist that the combination of detente and parity makes it 
impossible for the U.S. to respond politically or militarily to the con­
sequences of the present "general crisis of capitalism." In. this connection, 
Sobolev speaks explicitly of Portugal, Italy and France, as well as some 
other areas. Rejecting the arguments of ultra-revolutionaries for more 
activist policy, the two Soviets argue that the present policy is the one 
most likely to promote the internal decomposition of the West, without pre­
cipitating, as Stalin and Khrushchev did, a Western reaction . 

The above analysis should be kept in mind when evaluating the argument 
that economic links with the Soviet Union will in time integrate the Soviet 
Union into the world economy, thus reducing its capacity (or inclination) 
for unilateral action. One :~:hould bear in mind that such "integration" 
is, at best, a prolonged process, which in the rne.~rntime may reduce Soviet 
short-term difficulties, thus actually enhancing its capacity for unilateral 

* "That Soviet gains obtained from detente, instead of making the Soviet 
Union more "responsible" and "restrained," could precipitate a new 
w~ve of Soviet assertiveness, from a position of greater confidence, 
the latter further stimulated by the current crisis of the West." 
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behavior. This is especially the case with the transfer of highly ad­
vanced technology, which of itself produces no necessary changes in the 
outlook of those who gain access to it. On the contrary, enhanced ability 
to act may enhance the desire to act. 

With reference to 5)*: 

The above is not an argument for resuming the Cold War, but for a more 
deliberate and concerted U.S. policy designed to pursue a detente that is 
truly reciprocal. In some ways, reciprocity is the key word, and it ought 
to be the benchmark for every relationship: 

a) the Soviet side never fails to exploit as anti-detente any new 
U.S. military allocation or change in strategic concepts. Yet to this day 
its own concepts are secret, so is its military budget and longer term 
plans for weapons development. Even arms control arrangements and nego­
tiations are based entirely on U.S. estimates of Soviet weapons character­
istics and numbers. We have no knowledge of Soviet long-term strategic 
planning. We have no idea whether it is geared to a permanent relationship 
of parity or whether it is designed to obtain something which might be 
called political-military superiority. Can we not insist more publicly 
that the above is not compatible with detente, that the Soviet side must 
break this habit of secrecy which produces its own fears and uncertainties 
in the U.S.? Does such secrecy not lend itself to the justifiable suspi­
cion that detente is a cover for quietly gaining politically significant 
military dominance?l 

b) the increased Soviet access to the U.S. elite should be matched 
by an increased U.S. access to the Soviet elite. I gather that the U.S. 
Embassy now has somewhat increased access but not sufficient staff to 
exploit this access effectively. Are the respective Embassy staffs sym­
metrical? Could the U.S. Embassy staff be increased? Can we insist on 
more access to Soviet Central Committee staffs, as reciprocity for Soviet 
lobbying in Congress? 

c) the Soviet side never t±res of insisting that larger trade rela­
tions are an inherent part of political relations. But in our interde­
pendent world, so are social relations. Cannot the U.S. side make more 
explicit its desire for more open contacts, instead of letting Congress 
turn this vitally important issue largely into the question of emigration 
from the Soviet Union? For detente to endure, our two societies must 
develop more ongoing links. and this calls for more openness. (A minor 
example, with thousands of U.S. tourists in the Soviet Union, the Soviet 
side still continues to bar Western newspapers even from its hotels for 
foreign tourists.) 

* "That a more reciprocal detente, and not a return to Cold War tensions, 
should be the U.S. goal . 

.1 One step in that direction might involve the re.lease to the public of 
the protocols of earlier SALT talks. Broader circles of the Soviet elite 
would thus also gain access to these discussions. This would have the 
effect of chipping away at the tradition of secrecy. 
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Soviet side insists that changes in Portugal are a natural 
fading of the Cold War, what about changes earlier in 
What about withdrawal of Soviet troops from Czechoslovakia, 

so that both Portugal and Czechoslovakia can seek "socialism with a human 
face"? Perhaps both should be allowed eventually to leave NATO and the 
Warsaw Pact, respectively? Is the current tightening of Soviet control 
over Eastern Europe compatible with detente? Though the above may sound 
like debating points, there is a larger reality involved here: to be 
stable, detente should be allowed to promote political changes on both 
sides of the dividing line. 

e) should we not insist more on the principle that U.S.-Soviet ac­
commodation entails also a more cooperative Soviet involvement in dealing 
with some of the emerging global problems (food, population, oceans, de­
velopment, etc.)? Is it a real detente if at the same time in international 
forums the Soviet side takes a decidedly self-centered or expedient position, 
fanning the extremist rhetoric of some states and refusing to join in 
constructive engagement in regard to some of the central problems of 
our time? 

f) should we not seek to cut the linkage between. summits and agree-
ments turning them deliberately into consultative meetings, designed to 
create greater confidence between our heads of governments? Otherwise, 
given the role of public opinion and the nature of our political process, 
any President finds himself under pressure to produce agreements, however 
halfbaked. 

g) should the U.S. not again cultivate more actively our relations 
with Chi~a, especially since leadership chang~s there could result in 
some undesirable outcomes? Have not Soviet actions in regard to Vietnam 
(arms deliveries) or the Middle East justified a new look at the implica­
tions for us of the Sino-Soviet relationship? 

To conclude, U.S.-Soviet accommodation is desirable and essential. 
But it must be comprehensive and reciprocal if it is to endure . 



IS REFORM AN ILLUSION? 
A Trilateral Perspective on International Problems 

by CHRISTOPHER J. MAKINS 

The Trilateral Commission entered its third year shortly 
after the Kyoto meeting in May. 1 The Commission's 
second birthday coincided with increasing public aware­
ness of its activities and reports. The Kyoto meeting 
attracted extensive coverage both in the Japanese press 
and in North America. And, in a different vein, the Com­
mission's work has increasingly become the subject of 
more sustained academic critiques. For example, Professor 
Geoffrey Barraclough, writing in The New York Review 
of Books, has produced a lengthy examination of the Com­
mission which he sees as one of the most prominent and 
"vociferous" front organizations of the liberal establish­
ment. Jn Professor Barraclough's view these organizations, 
like the U.S. Administration to which he attributes a more 
conservative and defensive approach, are advocating inter­
national policies which are seriously flawed because they 
fail to take due account of the new realities of international 
power. 

In a somewhat similar way, Professor Richard Falk, in 
the Yale Law Journal, interprets the Commission's ideas 
as reflecting the transnational ideology of the multinational 
corporation. This ideology, as described by Professor Falk, 
seeks to subordinate territorial policies to non-territorial 
economic goals just as the Pope in his enayclical Unam 
Sanctam in 1302 sought to place the spiritual sword 
of the Church above the secular sword of kings. The 
Commission, he alleges, is seeking a formula which will 
preserve intact the concentration of wealth in the hands 
of the capitalist sector of the developed world. This 
approach, in Professor Falk's view, is that of predators 
and is a creature of economic inequality. But because, he 
believes, it is a credible strategy of transition through the 
current international economic disorders, it must be 
actively opposed by those sympathetic to his preferred, if 
indistinct, vision of a world order based on "global 
populism." 

These academic critiques of the Commission deserve 
attention if only because of their authors' apparent unwill-

1 A full account of the Kyoto meeting was given in Trialogue 
No. 7. 

ingness to accept a gradualist or reformist approach to 
building a new and more equitable international system. 
Such critiques imply that the only two options for the 
developed world are essentially a more or less enlightened 
defense of the existing, "predatory," world order and the 
acceptance of what would in effect be a revolutionary, 
though possibly peaceful, transformation of the current 
structure of international relations. Paradoxically, the 
apparent conclusion of Professors Barraclough and Falk 
that there is no acceptable middle way of reform between 
these two extremes threatens a global confrontation 
scarcely Jess acute than that which they accuse Dr. 
Kissinger of seeking to provoke. 

Is the reformist approach, the middle way between the 
rock of conservatism and the whirlpool of revolution, an 
illusion as such critics assert? The question is not easy 
to answer dogmatically. Among other things the middle 
ground on which any reformist path would be found tends 
to be occupied by a number of conservative and revolu­
tionary wolves clad in the clothing of reformist sheep. 
This is how Professor Barraclough judges Dr. Kissinger. 
After arguing persuasively that the initial response of 
the U.S. and other governments to OPEC's decision to 
raise the oil price in 1973 was profoundly defensive and 
conservative, he contends that the changes in Dr. Kis­
singer's ideas announced since then have not affected this 
basic approach. (Perhaps unfortunately for Professor 
Barraclough, he launched his article before Dr. Kissinger's 
recent major statement to the 7th Special Session of the 
UN General Assembly.) Likewise Professor Falk, who at 
tirrt~s loudly proclaims the relevance of a peaceful revolu­
tion in political priorities whose social and economic im­
plications could hardly be other than far-reaching, can 
also declare his goals to be reformist. 

The Advantages of Gradualism 

Difficult though it may be to distinguish the sheep 
from the wolves, the question whether a viable reformist 
approach exists is important and cannot be shirked. Its 
importance lies, first, in the fact that the achievement of 
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October 8, 1975 

Governor Jimmy Carter 
Jimmy Carter Presidential Campaign 
Post Office Box 7667 
Atlanta, Georgia 30309 

Dear Jimmy: 

In case you have not seen last Sunday's 
New York Times I am sending you a copy of an 
article of mine that appeared in it. Its 
general theme seems to me to be quite perti­
nent to any critical discussion of the present 
u.s. foreign p0licy and I thought that it 
might be of interest to you. 

Best regards, 

Zbigniew Brzezinski 
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MEMORANDUM 

"TO: 

FROM: 

Members of the Corruniss~on(/ 

Zbigniew Brzezitiski ~~ 

I think you will find the enclosed issue of Trialogue 
-particularly interesting because the articles in it by 
my colleagues Makins and Heck bear directly on some 
current policy issues. 

I also enclose a recent New York Times article by me. 
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THJt NEW YORK TIMES, SUNDAY, OCTOBER 5, 1975 

The Changing International System, and America's Role 
By Zbigniew Brzezinski 

The re-<"~ntly concluded debate In the 
•pccial lini:ed Natinn' General A'.1cm· 
b!y concerning "the rew world e<:Qo 

n0:"!1ic o:-dcr" hi~hlig!1t~ th~ ba . .,!c 
ch.\r.;;e t!'\a~ ls no\~ tak!.~g pli\ce In the 
lr::·~;.:3'.'.::r..:'.! 5y~te:n a~ a whole. It i~ 

im;K1rt,,r.t t~at :\mc~:C:l.iH s~e this 
corn~e in it~ prur.er historical per­
~;ii-cfr;e <'illd ai!-io appreciate its far· 
reaching ac.d longer·term consequenc· 
eJ. 
Th~ ~"~t·nce oC that ch.1nge c.in he 

exvr~!'-.;ed 3.~ follow~: T:1e internR.tional 
~y~:~::1 i~ cr .. 1q•lnp, f!O;il !\ systrm Ce· 
!ii,'~ned ta ;;romotc ir1tE'r.st.1t'! peace to a 
~y:>1te~ :-..~"0 d~~ignrd to ~romot~ intra· 
state prc;;r~o;;s: (tom a ~ystr:n rle!<ii~ned 
to nuk~ poi;;sihle gre;i.ter glnh:il econ· 
omic. prnducli,·i1y to a syc:.tem Also <le· 
sigr.ed to enhance greater economic 
tquity. 

Ch.1n~~ .. or .'>llCh hie.torte prnportions 
d0 not cnnie illu~ut r:a~l\y, nor C.:\n lhC'y 
hn ,:::\·en 1:1 t1.i..!\-ancc .1 prcci:.e <!dini· 
ti::.n. Tr.~ !):'lJ1.-e'iS of tr:in.~fnrma:ion 
wi!I n~tf''\s,1:-i\~,.: in•;oiq~ p;-otr.1cted d~­
hat!":~. cl.lfri1n,i;: intNe~L'I. nm! value~. It 
is bf1u11d to he full of incon.~i.'.lcncics 
nnd p<1ra-~0:H11 s. 

For ex,1mp!c, one o( the mo.'H cher· 
i_,;:he<l prin~iµlr.c: of international poli­
t:c~ L'\ th,1~ of sovereignty And m1ninter­
fcrr.:-ice. 

T:1~ n,..,.,. 11ltio:1." nre pnrtin:larl\' sen· 
~lti·;~ ,'\,~1uu~ it. Yet 1t i." ~Lrn thc.s.e nR· 
tion.~ t:ii\l are ~!-.pcci.1lly in~istt•nt that 
the intern:::\lion;i\ ~~· .... tcm inuea~ingly 
~hift [he focu,: of 1t.'I. (oncern frorrl a 
pr,.0crup.1tion V.'ith the preservation of 
peace lo a g:-catPr cnnl·ern with tl1e 
pror1H1:ion of J::oh~l cle·:elopmcnt, e~pr· 
d.:\li'y in ~1rder ro ob·~·ia:!": 1he CX!~ling 
inrq·.!.1l11:~~ in the m."lte:-i.'.11 conditions 
of h•imJ:-.ity. 

To ac,·..-,mplic:h that ohjecti\'f', clo~l'r 

<:00/A!ril.!ion among nalinns. and a mca· 
!iUre o! interf~ri:nr.:l' in the internal af­
fair.< or ~ome by others, will almost be 
inevitable. 

Just a.< in our dome1tic ~ocieties, the 
~hift fro:n A go\'ernm~nt con~crnr.d 
with the prr,.rvalion or order to a 
~0·.-~rnrnent concerned with the promo· 
t111n or '.\'elf<1rr. hf\.5 im·olvr:d incvltahly 
IH\ exp.ns:nn in th~ ~m·rrnn1f!nt'.'i 

~(r.j't O( ~rKial ir.tcrfrrrr.re, ~O Clrl the 
~!0b.ll .i,c,,nr: thr: :i.'i'illmption of new 
re.,pcr.;ihditic,, l'y U1r ''!iy.,tc:m" vi~-:i:­

vis it.' par11cipan1." i~ bo11nd to involve 
li:':'li1.1t10r..c; 011 nitlio:ial ~o\'rreis:nly, 
coo:cary tn th~ c!e3irr~ or the ~!itcs or 
th~ ma:iy r~~w r .. n\,rns. 
T~~ ~~:d~ frtm1 iln 1:::~j)!1i:;:s on pro· 

ductivity to n greater conce.rn with 
global r.quity Is similarly not going to. 
be rasy. A rapidly ~xpnnding world 
product Is cer1.1inly less 1lifficult to di· 
vidi;- th.in one which grow.Iii morn .c;low· 
ly. Yet lower rates of growth ere likely 
in • system in which considerations 
other than those bearing on pro<luc· 
ti\'ity arc t!lc po!nt o: ~cp:'lrt11re for 
intcrnatlonal ei.::onnmic d('cislons, and 
this will make more equitahle and 
\'Oiunl:1r;• distribution o( f.iobal wealth 
more difficul~ to achieve. The result 
might weil he more connicting de· 
mands nnd less chance o( comproml.sc .. 

Thr!'e .1rc thus chJnges of truly 
m:tj1Jr 1.1;mrnsion.c;: they involve drn.ng~s 
r.nth in b.1~ic \•;.\lue~ a1~d in processes. 
~1orc•o\·cr. som'! ot

1 

them nrc Jikelv to 
be in conflict wilh our domestic ~tand· 
nrds and views. 

~1any might reel that international 
arrangements should not be concerned 
with social progrrss nor that we 'hould 
sacrifice productivity to cq·.tity. Yrt we 
mu.c;t also iralizc that these changes 
nre inherent In the far-rc~chini; trans· 
formation of t!ie political ch>.racter or 
the glooe that lias been taking place 
durini; the century. 

Until quite recently most or the 
globe's populalion has been politically 
pliant. This i.• now less and le.ss the 
ca.<;c--hc it in Papua New Guinea or 
B,1n1;ladcsh or. in Porlugal. We arc 
\1,·it11c.<;.<:;ing tod<1y a rapid c:q1~11sion in, 
politicnl &\'v'O\rcnr~s nnd an incrr.asin;; 
actin1Uon of hilh~rto d•1rmnnl ma.c;;sc.c;, 

Un!ikc the initial ph"e.• of the In· 
dustrial RevoltJtion, \Vhf.n the . wny 
people lived tendrd to change more 
rapidly than how they thought, today-· 

because or m3ss communi~atioM and 
education-the way people think Is 
changing more rnpidly than how they 
li\·c. All this make". for h!gbcr political 
owucness, increasingly focused on the 
desire lo eliminate the enormous dis· 
parities in the global standard of liv·. 
inci. 

Thi• general mood Is channeled 
through so1·t'rcign states, which today 
number ,1pproxii:-1Jtely 150 and provide 
the basic framework for the political 
on:anlr.ation of mankind. The rapid ex­
pansinn in the number or states from 
approximately ~Oto 150 in the last 30 
years. thereby altcrinr, drastically the 
distribution or votiog power in the 
llnitcd Nations, has further enhanced 
the prc .. ~urr.c; !or the transformation or 
the international system, of whkh the 
recent special Genernl Assembly ses· 

sion Is but. the latest sympt<>m. 
· The American respon.1c · to these 

changes ha< been he•itant and, until 
·very recentl;'. lacking in fore.1ight. The 
basic predisposition hJS bcr·n to avoid 
facing the emerging realities, to delay 
change, to use the Organization 0r 
Petroleum Expnriing countries n.> n 
specter. rather than to try to give more 
positi\'c aml rcspo:i."liblc direction to 
the inflamed emotit1~s and of:en un. 
rNlistic aspiration.• th.it these fu11. 
dam~ntal changes have been generat­
ing. 

This is why the recent Amer.c.1n in­
ltiath·e taken In the special Genernl 
·AS.'iC'rnhly Is so much to be wckomrd. 
The sper.-ch prrscnt<'d hy Amha~sador 
Daniel P. ~toynihan on Secretary o/ 
State Kis•inger's hehalf, in which the 
United States called for the creation 

to nssure the developing countrieg 
greater opportunity and •tahi!ity tor 
t?lcir development, contilined a rC'alistic 
and thoughtful program, though much 
over.Jue. 

lt received, de5Cr':inr,1:;, R positive 
respcm~e. and it a\·rrtrd an imm~Cic\t~ 
and d1vi~i\'e t-."orth·South CO!lfro:'ltt1.· 
tion. It he.lped to focus deb;ite or. prac­
tical and ~e:-iou~ a~r,.l·~s of Li~ pr>:>~· 
km, searching fnr cn1~r:ctc ~olut:or.~ 1 
;intl·avoiding the rhetcrii: either cf con· 
rrnntJtirm or of ii!usion. 

It represer.ted n m11ch·n~e~ctl ~tep 
toward a more respo1\;ible-a'1d loss 
dm:~rin:drc-cli!;CUSSi 1Jn or wr.at C.1n be 
changer! in the cxlslir.;::, t:~a:i.1: nrrar.ge­
mC'nt~. 

IL wou!d he wrong, howev~r. :o 2:!-:· 

su:-nc that 1hc da:i~cr !nhcrc:.t ir. t:ir. 
p:-r.ssurc~ for a funC,1mCtii11l tr<.:-.~· 
formation of the intrrrational sv~lein 
has been a,·ened. The United States 
has hought time, and that in it,rll is 
a prcciou.'i thing and a majo:- ncco;n. 
p\J.,hmcnl. 

fill!. !-ohou!ct il turn (lUl th.1t .n1! tha~ 
th':! Uni~cd State~ hart in mi!"ld wa~ to 
huy ti:-nr, ~hrrn!d it tu:-n out th.H t~e 
ml'!iUUrC"S rrnroscd to the Cn:tc<l Ni'.· 
tinns by ~\r. KissingPr ha\'e beri1 es~en~ 
ti<lllv or j\ cosmc-tic cbaracter, I hen the 
long··r.1ng(' cOsl.c; of th~ dis;ippc·inl1T1~nt 
and irrit'1tion then-by c11gcndrre<l wia 
be enormous. 

A nr-w i\nrI mrJ;e vinlC'nt cvclc of 
confronL1;io:-1~ will hP- ~f'!. in motion, 
w!th the t..::utC'd Stiltcs 1!1:·r.;!t~:--.cc1 i;;­
r.rc:1~1ngly hy isol3.!ion and wo.:-lc!\•.-ide 
hoslilitv. 

This ·dangrr was averted du,ing the 
special ..-e~.c.~on and 1:-ic conlra5t be· 
l\.&.'Cf!n the thoughl(u\ presentation of 
the United Stat"s and the totallv 
Clllpty Soviet rhetoric 'poke well fo~ 
the United Slates and for itJ role ir. t~e 
world. 

·Whal i~ now needed is ~u~taincd :l!:.d 
=-rriot..:s fo!lou1-!hrour,h. hi1.~C'-.. i on Con­
g:·r.~sional support ar~ct bniad ;JOpular 
undersland;ng of the need ror a truly 
historical effort to update and reform 
the intcrnationi\l system. 

In the post-Vietnam :nood of abnq;~· 
tion, m<ldc ~rimmer by the p:-csl'nt 
rrc:.cs~.ion. the notion thlt American 
initi<1tive and lcJLc1'sl1i;i arc nc·:i.!e(1 
mii;ht not he ,·er~' popu;;1i-but t:H'ii 
ahscnc~ could r:-:ake tor P.n intE-rn.\· 
tion:::ii syslem lhi\t provide .... neill~cr 
pc;icc no:- progri::~s. 

Z!Jigilirw Dr:.c:.inshi is 1lcrbrrt Lchrnmt 
Pro/r.i:.sor of Govcn::nrnt. end dirrrlor 
1)[ thr:. 1\1'.~::r.rc.11 l1~.-;:f;<11r 01; fn~r:-r..i· 

rir:•nr:l C!:~:·:~;r:, c[ C'.1!!:!11!1!t1 t ·n1'l~~ . .:::uy. 
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city has on hand in cash, securitie.~ anct sv-0 .... 

A DISTURBING REPORT !· 
The newest edition of Jane's Fighting Ships, the ac- ii., 

'c
8
epted authoritSy 011 sea po'.\'i~l', }pro\h'icles ~l!con~pa1rison of a • 

• oviet and U. . naval strengt 1 t at w1 s1Wt?K--.nwnr , . 
American8. .. 1

1
"·. 

Russia 110\'.- has an uncontested lead over this country .. : 
in submarines and cruisers; is building fleet aircraft ca}:~"· 
riers as rn.riicll,v as its yards can turn them out: leads the:: 
world in sea-going missile strength, surface and undersea. 

··The USSR's Nav:'-· now has 1,062 ships of all size:;, while 
1 ·, om·s has >;hnmJ.:, since J 968. from 1.000 ves;::els to 514. I,. 

· To those figures, Jane's. editors add this trenchant I •. 
comment: Id 

· ll• ·"Of those countries to \\'horn a navy is todny essential, Id 
the U.S. is one of the foremo:.;t, and the U.S. i'Iav~· is Jll'OiJ-.. It'· tlll:. 

·. ··. · -.. ably also in the \'an of na\'ies subjcc:tcd to misi11form,~d. thi;-. 
.-· illogi:_al and i;·,rational ~ttad:s by son~F of those who depend I Wl'-

! . , .• ,upon ~-t. mo5t., .. . •. . .. .. . .... , . ·" · .. .- ,- : -. ., . · , , . '. • . I att· 
We }iope certain parties:.iu·.\Yas,hi-ngtq:.1 2.i;o"'t,i,v1ccl;ifo'. .~, tile 

,•. 
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Firms must buy from overseas nations; 
deficit of $1 7 billion forecast for 19 7 4 

By Harry B. Ellis 
Staff correspondent of 

The Christian Science Monitor 

Washington 
Each American consumes more 

than 40,000 pounds of raw materials a 
year, and U.S. dependence on foreign 
minerals steadily grO\vs. 

This year, according to the U.S. 
Bureau of 1\t:ines, the U.S. will sustain 
a $17 billion trade deficit in raw and 
processed minerals, up from an $8 
billion loss in 1973. ' 

This deficit, notes Rep. Thomas M. 
Rees (D) of California, ls almost as 
huge as the much-publicized dollar 
outflow this year to pay for foreign oil. 
A House subcommittee chaired by 
Mr. Rees is completing a study 
dealing, among other things, "with 
natural resources upon which the 

' United States is dependent." 

Turning point seen 
_During the 1920's, described by 

subcommittee staffer Michael A. Rat­
Ugan as a "turning point," the United 
States "became a net Importer of 
many key industrial materials." 

Now, he adds, "total U.S. con­
sumption of raw materials (is] a mix 
of 85 percent domestic production and 
15 percent imports." 
"Fifteen percent may not sound like 

much. But it conceals the fact that the 
U.S. imports more than 75 percent of 
its bauxite (for aluminum), a!umnia 
ore, and tin. More than half of all zinc 
ore comes from abroad. Imports of 
iron ore and lead supply between 25 
and GO percent of U.S. requirements. \ 

"Of the 13 basic industrial raw1 
materials required by a modern econ-! 
omy," writes Lester R. Brown in 
"World Without Borders." the U.S., I 
by the end of this century. "will be \ 
dependent primarily on foreign 
sources for its supply (of all 13) \ 
except phosphate.'' 

Big change forecast 
The U.S., says the subcommittee 

report, "will undergo a basic trans" 
formation from a position of relative 
abundance to a position of relative 
scarcity between now artd the year 
2000." . 

Part of the reason ls the insatiable 
and growing demand of Americans 

for cars, houses, consumer goods, and 
food - all of which require metals 
and other minerals to produce. U.S. 
demand for nonfuel minerals soars 

. almost 5 percent yearly. 

But the world demand grows even 
faster. So prices of raw materials 
jump, as industrialized nations com­
pete with the U.S.Jor limited supplies. 

What can be done? The House 
study, still in a preliminary stage, 
suggests: ' 

0 Economic growth, not only in the 
United States but throughout the 
industrialized world, must slow down. 
(This is one aspect of the general 
argument that inflation can only be 
licked by slowing down growth rates.) 

o Recycling of used materials 
must be greatly expanded. Tech­
nology of mining and refining miner­
als needs improvement. 

0 Industry requires "proper eco­
nomic incentives," including deple­
tion allowances and investment tax 
credits, to explore and develop secon-
dary U.S. mineral deposits~ . 

Q U.S. mining laws,· which "are 
,archaic, vague, unworkable, and a 
\source of uncertainty," need to be 
'overhauled. 
\ Q The United States should v!gor-
0usly oppose the "formation of any 
~iineral cartel" - as for bauxite or 
1~ - similar to the OPEC oil cartel. 
~ Beyond this, Washington should 

"r with other industrialized states 
1y access to global mineral sup-

·"I--.\ 
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tour - it could be mad~ ~\v·it-i1 ~ ·i:;~lf-poiind>'' 
The fourth expert agreed that Americans 

Ameri,a'.s, h~avy Y wke as Str~!~§! -
As Russ~a s ~ie~t of Vtf arsMps 

The Sov1~t Umon nas more military ships 
th::n the Umted Sta~es. but the U.S. Navy is 
twice .as ?trong ~?ns1dering total fleet tonnage 
and f1ghtmg ab11ttv . 

. Tl.1at's the word f1:om Congressman Bill 
D1ckmson of. Alabama, a member of the House 
Armed Services Committee. · 

Dickinson says "Jane's Fighting Ships" 
sl~o.ws the U.S_. Navy floats 5.6 million tons 
wrule the Soviet Navy has onlv 2 6 ·11· I 
tons. J • nu wn I 

· "Jane's Fighting Ships" is the leadin referenc: bo~k on naval power. g I i.:.2:/:'~_:.f::'":i,'.:•i>Jo 

r9k';,47-'l'Y,"J:[f:;"fi'{t~J;Pt~hfY'f;"f'[f:,YJiftfJ,~ 
~$~~ .. 

!J!«/,c /Z....1 ell<-< -/w.,J/L . '] -, ti, ) , 're_,,,,,..., ,- /n.,..,_,."j-'-r 
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ENERGY 

Do you have a general program to helu conserve our energy? 
If so, what are the outlines of the prograrn? 

Cv~ ... ~ ---· 

Would you favor a gas tax? Please explain. 

l fr'--ej ~ /~?L- c~'--J'\ -it_ c!e'F~..te_/} L~ dk, 

c;l..y"-(!_.L-P~.,,..4 ''b d!_.&·>-'YVl~{.,.-c/ ri..;A...t.~/j . ....-i.4~4CA--e"·~ 

3r Would you favor reducing our dependance on foreign imports 
of oil and other energy sources? If so, how can this de­
pendence be reduced? 
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4. Do you feel ~hat ~ere sho~d be some relaxation in environ­
mental polution regulations in light of the energy crisis? 
If not, please explain. 
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51. What is your position on so called "Superports'~ 1 I rf ,., l' 
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The Editors: The Republican admin­
istration has proposed· to solve the 
energy problem through a tariff. This 
tariff will increase the cost of gaso­
line. The administration believes that 
increasing the cost of gasoline will 
have a significant effect on the con· 
sumption. 

While consumption might be re­
duced somewhat there is very good 
evidence that the demand for gasoline 
is fairly inelastic and that a large per~ 
centage increase in price results in a 
smaller decrease in consumption. 
Therefore, the price mechanism is not 
the most efficient way to reduce gaso­
line consumption. . · 

The administration also believes 
that their tariff will reduce foreign 
imports and increase domestic crude 
consumption. While this has certain 
favorable balance of payments ef­
fects, it reduces the amount of crude 
oil reserves which the United States 
holds. 

The greatest negative of the admin­
istration proposal is that it will ori­
marily have a serious adverse effect 
on the poor .. The many persons who 
live on expense•account.s do not care 
how much gasoline costs since they 
charge it to their expense account. 
But the poor worker who has to drive 
.from southeast and southwest Atlanta 
to his place of employment is unable 
to charge his gasoline to his employer. 

I propose that the total amount of 
gasoline which the United States 
wishes to consume in a year period be 
defined. That amount should be placed 
in the numerator of a fraction; the de­
nominator of the fraction is the total 
population of men, women and chil­
dren in the United States. That 
,amount should be divid<!d by four to . 
get ihe desired gasoline consumption 
per calendar quarter in the United 
States. Ration tickets of 10 gallons 
each should be issued in such amount 
to each man, woman and child regard-

. less of age or whether they have an 
automobile or not. Those persons who 
do not use or need their tickets could 

. sell their ration tickets on the open 
market. Brokerage firms and banks 
would set up systems of trading ration 
tickets as they have for stocks, bonds, 
gold, and other commodities .••• 

Unlike the administration system of 
using a tariff, what I have recom­
mended would set a definite ceiling on 
gasoline consumption. There \;1ould 
even be a shortfall from this figure 
since some ration coupons would ex­
pire before people used them. 

It Is exceedingly democratic since it 
dlvides the gasoline supply on a per 

41capita basis. It is exceedingly flexible 
since those persons and firms "hich 
need gasoline could buy the· ration 
tickets through eslablished brokerage 
and banking channels. 

I would like to propose for your It would provide an economic asset 
consideration a very novel, simple, . .(ration tickets) to persons who 
efficient and certain method of reduc- l presently have no economic assets, 
ing gasoline consumption without the and it would create a number of jobs 
adverse effects set forth above. t.. _ jp administering the issuance of ration 

"';t· 
I 

l,j 

·! 
\ 

.. 

coupons and in handling the trading 
therein .••• 

ELIZUR P. HOOVER 
Professor i. 

Georgia State University 
Atlc.nta 

Saving Needed 
.The Editors: I wish to comment en 

the merit of saving. 
Saving is apparently part of man­

kind's bf.,ic nature since we see on 
every hand busy people working at the 
task of S3Ving. Stores campaign to 
save us money on the items we buy. 
The salvationists are bent on saving 
souls. The Congress saves daylight. 
The safety council works at saving 
Jives. Products for the home are 
labeled "step savers." Even the canriy 
mints in our pocket proclaim thG 
word.... . 

Saving is one of the most widely 
disseminated doctrines ever known in 
human history. Its merit is simple to 
discern in that it presents a key to 
survival. • • • · • 

With such a thorough preoccupation 
among our people, what reasonable 
explanation can accompany the irre­
sponsiblefiscal policies of our govern­
ments? How can endless deficit spend­
ing be justified? 

. Perhaps with a better class of 
leadership we might still have the 
opportunity to save our country; · 

L. F. CAWTHON 
.. Tucker 
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THE NAVAL ARMS RACE 
Need for Naval Arms Limitation Talks 

THE DEFENSE MONITOR IN BRIEF 
•The U.S. and U.S.S.R. are both spending hug1.: sums on naval forces. 

• The U.S. is spending $3.S;hillion this year for new navy ships. 

• The U.S. Navy will re4uc~·t up to $5 billion for new ships next year. 

•The U.S. Navy has arbitrarily and unilatcrally cut its number of ships. 

•The U.S. Navy maintains<1 separate 1.:xpcnsive air force. The Soviet Union has a small land hased naval air force.· 

•The U.S. maintains a L~rge and expensive 1\-larine Corps. The U.S.S.R. maintains a small force of naval troops. 

Conclusions 

Based on its analysis of the growing U.S. and U.S.S.R. navies the Center concludes: 

Limits on n<1val forces would benefit both the lJ.S. <ind U.S.S.R. 

Limits on n~1val forces arc rracticahk. 

Ncgoti<1tions between the lJ.S. and IJ.S.S.R. to limit naval forces should he initiated. 

"We ... consider 11se/11/ the witlrdrawol fm111 tire 
M editarane{Jn of {JI/ SrHi1·t & ll.S. slri11.1 rnrrring 
nuclear weapons. Regret(ulfr. 110 agn't'/11£'11/ u11 1his 
score hus heen so fur achiCl'l'd. IJtit 11•1· 1ire c11111•i11ced 
that implementotiun oj u1ir /llD/111.rn/s would lw a reol 
co1lrrih11tion 10 the 11rengt/r('lli11g of /ll'ru·c. ·· 

(/eneru/ .\eaetary l.eonid /Jre:::lr11er 
./ii/1· :!I. 1974 

"I would {Jgree that the i111{lres.1i1·e growth of the 
."}ol'ict -'V111T 111cn gil'e su111t' Sllflerficia/ attractiveness 
lo till' rnhj1·ct u( nova/ /i111ita1io11s h11t for se1•eru/ 
ri·a.10111 I rlr111k that it would he a serious 111is1ake 10 
t'llll'r i11ru such di1·£'11s.1io111 11·i1h the .\r11 il't Union." 

.·1d111iral IJ1110 71111111·a/1. US:V I Ret. / 
For111 er C:\' 0 

Fehruarr 19. 1974 
'.=:====--============----~ ___ --_-_-__ ::_ ____________ -=-=~========================:::=: 

"If tire 5;uvil!I Nr11'y is 11 gro11'i11g tlrrl'at. thl'11 ii is ti111r• tu h11rgai11 in order to red11cc the threat. If the US .. .\'(/\y is more 
1w1,·1·rj1il. then l\l' slr1111/d hegi11 111 h11rg11i11 fi-11111 11 11u.1itiu11 of .1/re11gth. Litha \\£1\' the ti111e 111 hcgi11 :Ya1•11/ .·ln11s 

U111{tatiu11s '/'11/ks I /\'A I. '11 i.1 11n11 .. 

Rear Ad111iral Ge11e R. La Rocque 
l. S. ,1\'an· I Rn. I 

'-------------·----------------------------·------------------·-----------·----------

Ct>pyri!,dll e> 1'!7-1 hv tlic Center ft>r llcknse lnf<1r111:1t1111i. ,\JI riµhts reserved. The Center for lkknsc lnfor111:i1i1111 rnvllur;1ges ljUlllation of 
a111 11r the n1:1tcri:tl hcr1·i11 w1th11111 111:ri111ssi1111. prtJvided the Cclller is cri.:di1cd Th~ Center req111.:sts ~1 cllpv ,,r ~1111· ,uch u.sc. 
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THE SCOPE AND THE COST OF THE NAVAL RACE 
The rurruscs of arms limitations are to save money, save 

natinn~1I resrnm.:es and improve relations hctwcen the two 
supcqwwcrs hy r.:ducing tensions. The last of these is es­
pccia lly important ht:cause the U.S. and the Sovict Union 
ar.: cn/!;1gcd in a naval arms race even more costly than the 
str;11<.:giL· weapons race. Th~ U.S. Navy has thc highest 
hud).!et of all the services for the third year in a row and it is 
growing. U.S. naval shiphuilding costs ;1hout $3.5 billion 
per year and will soon increase to $5 hillion per year. 
Because each nation predic;.1tes its ship construction on the 
basis of the other·s construction and bases argum.:nts for 
additional ships on what the othcr is doing or intends to do, 
American programs have a significant impact on the Soviets 
and Soviet programs on the U.S. As a result, projected 
growth of hoth navies will he uncontrollahle unless promrt 
agreements arc reached to slow the growth. 

Since 1968 the cost of new U.S. ship construction has shot up 
700 per C(:'nt. lkhn~l·n 1973 and 1975 the cost of n(:'w con­
struction doubled. Total cost for ship repairs, all(:'ralions, 
con1·ersions and new construction tripl(:'d belw(:'en 1968 and 
1975. 

Du ring the period of 1965 to 1974 the U.S. huilt ahout 
169 surface ships over 1000 tons. For the same period the 
Soviet Union huilt ahout 175 surface ships. Hoth huilt large 
numhers of submarines. The cost to the U.S. for new ships 
was S20 billion. However, the U.S. Navy plans in th<.: next 
five years to build about 157 new ships and submarines at a 
cost of $21.4 billion - mor<.: than the cost of the previous 
ten years. The U.S. Navy has proposed a $50 billion ship­
building program for the next ten years. The Center expects 
the Soviet Union will huild approximately 133 nt.:w ships in 
the next five years. 

;\ conscious decision hy the Navy to huild ships largc.:r. 
faster and more complex is driving the cost higher. The 
U.S.S. California, a recently cornmissionc.:d nuclear frigate.:. 
at 10,000 tons is faster and more sophisticated than an) 
Soviet surL1ce ship anoat. Soviet ships arc smaller and kss 
complex than those heing huilt by the U.S. 

Since 1968 the cost of new U.S. ship construction has shot 
up 700 per cent. Between 1973 :.ind 1975 the.: cost of new con­
struction douhlcd. Total cost for ship repairs. alterations. 
conversions and new construction tripled bc.:t wern 1968 :111d 
1975. 

The phenomenal cost of each ship has skyrockc.:ted two to 
three times in the last kw years, and the Navy's nc.:wc.:st 
nuclear powered aircraft e:.irrier CVN-70. will en-,t more 
th:in a hillion dollars, which is greatc.:r than the.: annu;il 
hudget of the State Department - $8'J4 million. 

On(:' Poseidon suhmarine has th(:' capacit,\' to d(:'stroy 1611 
Sovil'I citit·s. H,\ comparison So1i(:'t strategic suhmarirws now 
carry only 636 nudt·ar Wl·apons and on(:' Sm iet suhmarirw 
can d(:'slroy onl,\ Ill I J.S. dtil·s. 

Total tonna~es of the two neets tell an intcrc.:5ting -;ton. 
(See T:1hle.) The U.S. presently has a sizeable lead l\l'er the 
Soviet Union and will increase the lead hy 1%0. The ad\'an­
tagc in 1974 is 3.000.000 tons and will be :i. 700.000 by I lJSO. 
In 1%4 the U.S. had 4.5 times the tonnage of the Sl11·iet 
Union. In 1974 thc U.S. leads by over twi.::c.: as much and the 
same will be true in 1980. In th.: next six ye;1rs the tonn:.igc.: 
of the U.S. Navy will increase ahnut 20 pn c<.:nt. For tht.: 
U.S.S.R.. tonnage will increase 14 per cent in the n.:xt six 
y..:ars. 

Anuther dimension of continued U.S. Na\'\' expansion is 
the.: plan Lo huild still more hasl'S outside thl' L.S. New naval 
b;1ses at Tinian in the 1'aC1tic Ocean and Dic.:go (iarcia in the 
Indian Ocean are bc.:ing built. The planned h11ild-up ~1t Diegn 
(i:1rei:1 wuuld undoubtedly lead to the permanent presence 
ofa carrier task force in the.: Indian Occ.:an. Alsu, tht.: U.S. is 
incrt.:asing the number of ships home-port.:d oversi;:as. The 
U.S. Navy has 22 majur hases and home ports outside the 
U.S. By contrast, Russia has no forward bases :.ind no 
"home ports" in foreign countries. 

Th(:' capability of U.S. strat(:'gic submarines is another in­
dicator of the power of the nation's navy. Upon completion 
ol' the conversion llf Pul:1ris suhmarines to 31 MIRVed 
l'oseidun hoats, U.S. nuclear submarines will carry over 
5000 nuclear weapons. One Poseidon suhmarine has the 
cap;1eitv to destroy 160 Soviet cities. By c.:omparison Scviet 
str:11t:gie .'ittbmarines now carry only 636 nuclear weapons· 
;1nd one Soviet submarine can destory only 16 U.S. cities. 

Hoth rnuntries have expensive shipbuilding programs that 
will increase the number of ships and eornhat capability. 
Nal'al Arms Limitation Talks (NAL T) could lead to a 
slower pace of expansion and the savings or suh'1antial 
n~1 t iuna I resource,. 

1u1110-..s 
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The U.S. Is Superior to the lJ.S.S.R. in Total Tonnagl' 

United States 
J\ t Lick C:1 r1·iers 
I klicor11n Carriers 
SurL1n: Ship.-; 
Diesel S11h111:1rin1.:s 
Nuckar Suhm:1rin1.:s 
J\n1phihi11us Ships 
Supp()r\ Ships 

l!.S. TONS 

Smfot l .'nion 
J\tt:1ck C :1rri1.:rs 
lklicupt1.:r Carri1.:rs 
Surra1.:1.: Ships 
lh:s1.:I Suh111:1ri111.:s 
N llL·le:1 r Su hm:1 rin1.:s 
;\111phihi1Hl'i Ship,; 
Supp11rt Ships 

SOVIET TONS 

1%4 

Tons 

1.807.000 
210.000 

2,313.400 
.302 .400 
486.60() 
926.4()() 

2.697. \()() 

8.742.'JOO 

0 
() 

1.05 1,000 
:'28.(1()() 

I 20.:-100 
(I 

20ii.00() 

I . 'JO). :-100 

I Iii-' t4XO 

Ton' Ton' 
; ________ 

(~ ~- ........ , 

\.~._l}<2!lVi1 __ ) 'II 1.t,:100 

128. \()() 441 )_()()() 

'J2 (i. )()() I . I (1 1. 2110 
.Jl.\()() (I 

i )'J2.300 89 I . .?[HI 

83 I .Ot Hl :-; _\ : . 01 J(J 

I .'JlJO. I 10() L'i7-Urn1 

\6.17 _()()() h.74-UOtl 

(_:::{'2) () 

J(i.()(J() .? I !1. 000 
'J72.-l()IJ 1:14-l.2\JI) 

.HU.41Hi 188.lilJ() 

i (1 73 . .?( J() I. I I 2.4tJO 
I 3!i.llt)(I 2211.1 )()() 
4()2.(JIJ() 4')( l.1 )()I I 

U1lJUJOO _l,()7 \ .2()() 

COMPARABLE CATEGC>RIES 

Th1.: pLirpos1.:s of hoth nal'ics are to tkknu their home 
lanUs. kt.:t.:p SC:! lant.:S opt.:n. :111d [1r•>_leC\ [10\\n ()\CrS<.::IS Ill 
support or th1.:ir l'ort.:ign policy. 

Comparison of Two Fleets 

There arc 1.:l1.:v1.:n m:1jur cat..:gori..:s \\'hich lcnu thc111selv..:s 
t<l C•>rnparison: 

Categor~' I: Attack .-\irnaft Carrit·rs 

The Sllvi1.:h Ull not ha1·e l:1rgc :1tt:1ck :1ircr:1r1 carriers. The 
U.S. h:1,; \.:I attack carri1.:rs i11 u1111111is'il1111 i'•>r C•>Jl\·enti1111;tl 
a tt:1ch i 11 1- u fllpc·and the third \\'()rid ;1 nu ;1g;1i11'\ S1 )\'IC! 
'hips_ By the e:1rly \')8()'s the lj. S. 1\ill h:i\e :i 1cn 11111dcrn 
1'•11-cc ,i1· !'.iur nuclear pll\ll:rcd carriers and ci!,'hl a1rcr:1lt 
c:1rr1cr,; 11•>W<.:r1.:d lw •iii. 

Category 2: I lt'lirnpr~r Carrins 

The US. h:is scv..:11 hL·lic•>ptt.:r c:1rricr-; :111d the Sll\'iets 
h:1v..: l\\ll_ ll\ !ht.: 1.::1rly l'!XO's the l_i S will ha\c 12 \;1rgc 
hclic•>picr c:1rriers -.1hik th<: ""''ids \1ill li;11·•: 1>111\ '1\. Th..: 
p11rp1i.,e lli' 1l1csc sliq1, i., t•i 11i;1kc :1111phihill11.s L1nd1J1g' 111 
lighth' defended :ire:" 1d- th..: tl1ird w"rld Th..:v L':tll al.s11 he 
us..:tl I'm :1J1li-suh11i:1rine '' :1rLtre In ;1ddi111111 the 11.S. h;1-; :1 
proµr:1111 I" h11ild :1 llC\\ cl:tss qf' X s111all hcliuipter c;1rrie1s 
:1:; 1.:sc11rts f11r incrcl1:1111 ,hip-, :ind •1ther l i S '.\Ian· shi11s. 

( ·art•J!or~ J: ( ·rui,t-rs/ Frigatt-s 

., he l.i.S. h:ts sc1e11 Crlll'Cr-; :111d J_1 frig:1tcs f'ur a total uf 
40 "hile the l{11s'>i:111' h:11<.: 2'> cru1s1.:rs_ The: mo,;t recrnt 
I i.S. 1·r1g:1tc., arc twic:c 1'1c ,;111.: lll' new Su,i..:t c:ruiscr..; :ind 
h:11L· lll•ll·e 111•Hkrn :111d lictt..:r cumh:it L·h.1r:1ctcri,;tics than 

ihe S,1\1e·1 'h'P'· 

( alt'j!on ~: lh-str01t·rs and l>tslrnn·r Fsl"orls 

The 11:111..:.-; h:i\e '1rtu:tlil the ,;,111c numho.:r nf these curn­

p:1rahk .ships - the LJ .. "i. h;1-; .:'llJ: ihc ."i.11ict Lni<lll 21(1_ By 
\11811 the L·.S. -;h111ild he \\t.:11 .1he·:1d hc:L·:111,;e ih pr11_1cL·tcJ 
de.,lrll\cr C>llhlr11ct1"n i,; 111ue·h µrc:1tcr. The purp1i,;c 01· 
dc,lr111cr.' :11HI lk,1r11\t.:r e·-;e·11r1' is 1<1 ·1r,,tcct :11re-r:1t't - ' 

c·:1rr1cr-, ;111d 11thcr ,hq1,, rrlllll .11:· :111d ,,;uh111:1r111c :1lt:ick,, 

( 'atq,!llr\ ~: .\mphihi1111'i .\ILll'k Ship' 

'\11111he·r, .ire· de·L'c'l\'111',' \\ hc11 L'••11111:1r111!2 :i11111hihi.1u,; 
,\1111·, lite ."ill\ICI I ini"ll h.1' ~I :1111\ :he· l.: s h:1' (,_:' sl'\'l.'.lll\ 

111' the:·""\ 11·1 ,11111, :11c '"iii \(11111 '"11·'· The· l:1rl2c 111:1111ritl' ,,r 
,\111c1·1L·:111 .1111ph1h1"li' '"Ii'' :<re: •l\t:r \ll.1111(! 11111' The· I :.s. 
ell\"-''' ;1 k:td Ill 1111111:1.l'L' lll. (Ill() ['lt:rL'l.:lll J'h<: purr11.sc is tu 

111;11\c: :111111hihi11Lh \:tlldlll)!S. 

( ·a11·con '1: Support Ship.; 

Thi· [1.S '\;1\'\ \i:,s :1 gre·;1l :111':1111:1)-!c' 111 .su; 1 p11rt ,;hi1 1 s :1s 
it 11e·rn1its the· l' S. 'hi1'' l11 11;1cr.11e· \\l•rld "idc: \\tlil1 1 Ul 
rel\ 1111! >111 \u,L·, 'I lie: 1111111\iero.; 11hl1c;tl,· :1 k:1d "t .. ~(•lei h_I. 
J \,,\\C\el'. :·.;_\ .11· Ilic·\ I .. ')_ 'll\'Jl•lrl s\1i11, :ire [l\'1·:· \11.lJIHl i•llh. 

\\l>1k !he: S>111cts llllh li:i\·c (\\ll 111c·r ltl.11(111 (1111,_ Ch'c:r:1ii 
1'11· l IS. h:1s ~()()per c<.:111 111l1r1· l<l111i:t!!L' in '"l'l'"rl ,hips. 

,. 
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Category 7: Strategic Submarines 

The Soviets arc building strategic submarines at a higher 
rate than the U.S. Currently the Soviet Union has 45 
strntegic subs to 41 for the U.S. By 1978, with building con­
tinuing at the present rat1.:, Russia will have 62 strategic sub­
marines, the maximum number ·allowed under the SALT I 
agreement. The U.S. will have its fleet of 41 
Polaris/Poseidon submarines and the first two of the ten 
hug1.: Trident class by 1980. In spite of the numerical lead of 
the Soviet Union in numh..:rs of submarines, the U.S. has 
seven times the number of nuclear weapons in its sub­
marines. 

Category 8: Attack Submarines 

The purpose of attack submarines is to attack aircraft 
carriers and surface ships as well as other submarines. The 
U.S. Navy leads the Soviets in nuclear attack submarines 61 
to 32. However, the Soviet Union has 40 nuclear cruise mis­
sile submarines to zero for the U.S. Navy. The U.S. has 
scrapped all but 12 of its diesel powered suhs while thi.: 

Soviets have retained 178 of their WWII suhs. By 1980 the 
lJ .S. will no lnnger have in commission any of this obsolete ' 
typi.: of submarine while the U.S.S.R. may retain as many 
as 50 for cnastal defense. 

Categor)· 9: Aircraft 

U.S. Navy has 6700 opi.:rational aircraft hoth on aircraft 
carriers and on land. The Sovii.:t Union has only 700 naval 
aircraft, all land-hasi.:d. 

Category IO: i\fanpo"w 

IJ.S. Navy has 575.000 offici.:rs and mi.:n to 460,000 for 
thi.: Sovii.:t Union. 

Category 11: Amphibious Manpower 

US has )<J7,000 Marines to thi.: Soviets' 14.000 naval 
troops. 

The foregoing 11 catcgorii.:s present specific examples of 
ships, submarines, aircraft and manpower where naval 
limitations could be mutually agreed upon. 

The Soviet Navy is Older 

The U. S. ncct is youngi.:r and more modi.:rn than the 
Soviets. The average age of U.S. majur surfaci: combatants 
is 12.1 years and for the Soviets it is 13.4 years. U.S. sub­
marines arc also younger with an avi..:ragL: agi.: of 'J.8 y<:ars 
compared to 12.6 years for the U.S.S.R. 

Soviet Fleet is Older 

Ag(• In Years 

Major surface United 
combatants States Sol'iel 

Attack Aircraft 
ca rr1ers 18.1 !\ llllC 

' I klicDpti.:r carriers 8.5 )j; 

Cruisers 27.7 I IJ 
O<:s t ro ye rs 15.(i 1-1.X 
Ocean Escorts 4.5 12) 

Avcrag<.: ship age: 11.1 years 1.l.4ycars 

Submarines: 

Attack suhmarines 'J. 7 12 I) 

Strati:gic submarines 'J.9 7.X 

Average suh age: 9.X years 12 .Ii years 

Information as of .January I. 1974 presented hv 1\dmiral 
lly111an Ricknver to the .l1iint Co111111itti:i: 1111 i\l11111ic 
Fnergy. 1\pril J. 1974. 

An.·rage Age of Ships 
1974 

L.S.S.R. 
13.4 yi:ars 

U.S.S.R. 
12.ti ~ears 

\lajor Surfarl' ( omha1anh Subm;irincs 
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Major Narnl Surface Combatants 
and Support Ships Built 1965 - 1974 

U.S. U.S.S.R. 
Attack Carriers 
I klicoptcr Carriers 
Cruiser/ Frigates 
Dcstrnyns/ Destroyer 
Escorts 

Am phihious At tack 
Ships 

Total Combat Ships 

Support Ships 

Total 

2 0 
4 2 

12 12 

71 59 

47 71 

136 144 

31 31 

169 175 
. ./' 

---------~ ··,,,\, 
Ships in Operation - 1974 \,\ 

Attack Carriers 
Helicopter Carriers 
Cruiser/ Frigatt.:s 
Dt.:stroyt.:rs/ Dt.:stroyer 
brnrts 

Amphibious Attack 
Ships 

Total Combat Ships 

Support Ships 

Total 

Attack Carriers 
Helicopter Carriers 
Cruisers/ Frigates 
Dest roycrs/ Uc st rnyer 

Escorts 
Amphibious Attack 

Ships 

Total Combat Ships 

Support Ships 

Total 

U.S. 

14 
7 

40 

204 

62 

327 

86 

413 

;. I 

I 1-

U.S. 

3 
13 
6 

80 

0 

I 02 

26 

128 

U.S.S.IL 

0 
2 

28 

216 

81 

327 

63 

390 
~· '; 

lJ.S.S.R. 

() "\--
4 

12 

2() 

12 

48 

15 

(13 

\ 

\ 

ll .S. and Sovit>t Na\')' Submarint> Flct>t 
Submarines Built 1965 - 1974 

lJ.S. U.S.S.R. 
Strategic Suhs 

(Nuclear) 25 36 
Attack Subs 
(Nucle:1r) .fl 19 

Cruise Missile 
Subs (Nuclear) 0 33 

Cruisc rvt 1ssilc 
', ..... . 
i ~: ~ ... ;'> 

Suhs (Diesd) 0 x L. l . ".\·~, : -' J J '.' 

AtL1ck Subs 
(Diescl) 0 24 ls- \ .~' :::: 

1' 7 I i 
.?\ 

Submarines in Operation - 1974 

U.S. lJ.S.S.R. 
Strategic Suhs 

(Nuclear) 41 45• 
Attack Subs 
(Nuclear) 61 32 

Cruise Missile Suhs 
(Nuclear) 0 40 

Cruise l'\lissile Subs 
(Diesel) 0 25 

1\ltack Subs 
(Diesel) 12 153 

*Tht.: Sovit.:ts ha1e ]2 ohsolete diesel submarines with only 
thn.:e missiles eac.:h with 700 mile range not included in 
SALT I because they arc obsolctt.:. 

Submarines to be Built 1974 - 1980 

U.S. U.S.S.R. 
StrategiL· Suhs 

(Nuclear) 2* 26H 
Attack Suhs 
( N LIL"le;11") 27 .10 

CruisL· 1\1 issik 
.'>uhs(Nuclt.:ar) 0 14 

*First 1wo suhs in lt1 oi" Trident class 

**Slll·icts will have to s.:rap nine uklt.:r subs in order to stay 
within tht.: <>2 ll>tal in Si\l.T I :1grecrnent. 

.· ., 
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DEFENSE MONITOR 

Possible Naval Limits 

There arc many apprn;11.:hcs to nav;.il arms limitations: (I) 
. geograrhical limitations: (2) limits llf certain cat<:gorics of 
'ships ;1nd aircraft levcls: and (J) limitations on thc kinds of 
wearuns rcrmillcd. 

"It is not too late .. to pro/){).\'(' and 11egu1iute tlw 
de111ilitari::a1in11 u/' the C<111<1/. I /)('li<'l'l' 1/ic /ld-
111i11i.1tru1iu11 slru11/d 110\\· insist 1ha1 1/re .'•i11c:: (<1110/ he 

cln.11·d 111 flrl' 11·arsl.11j11 u/all u1111idl' 11.1n1'!T1·. i11clwl.i1;1~gJ 
1/rc 11111·a/ \'/'11d1 uf 1he L111il<'ll .)'1atn 1111d rhe \'n1il't 
l . II ir JI/. " 

Se11a1or /fr11rr .lad:. rnn 
Al11rch 7, /974 

Geographical limilalion.-; could take several forms ;.ind 
thcre arc ample preccdcnts. Cert;.iin types of warships could 
hc hanncd from a sea such as tht: Mt:ditcrrcan llr lhc Indian 
Oct:an. In llJ37 a trt:aty ht:tm.:cn Francc. Unitcd l\.ingdom 
and Italy rt:strictcd the dcplllymrnl of submarines in the 
Mt:ditcrr;1ncan. Rcccntly. thc LJ.N. V(Jted ;1pproval of ;1 
prorosal rrnhihiting fon:ign warships in the Indian Occ;111. 
Rathcr th;1n 1·utc on the issue thc U.S. abstained ;ind con­
tinucs lo 11l;1intain "arships in th<.: Indian Oce;.in. 

Anutht:r gt:ogr;1phic limitation would he to "d..:111ilitar11c" 
ci:rtain narrn11 str;1ils nr can:tl..; or rcslrict pass;1ge l11'u.:r1a1n 
cbsses of ships or lilllit th<.: nun1h..:r of shirs pcr111111<.:d lli 
p;1ss within a pcriod of tirm:. Thc iVluntre11.\ C<J111·c111i"n 
s..:rvi:.s a.'i ;1n ..:.x:1mple as it c:;tahlishcs c:crt;1in li111it:1ti111i-; <lil 
the p;1ssagt: nf 11 arships thruugh the Danknclks. 

The success and failure of the 1922 Washington and thl' 
1930 London agreements pr111idl' rnluahle lessons on how arul 
how nol to l'Stahlish effrc1in.• na,al arms limitations. Lnlikl· 
the 1922-19.~0 period thl'rl' an· onl~· two major n:l\al powl'rs 
today and it i-; in their inll'rl'St lo n·ach an al,!rtTllll'lll and 
adhere to it. 

Cert:1in arc;1..; f)r the 1rnrld could h<.: pr!l.-;c:rihed rur the 
construc:tion "r 111;1intcnancc <JI fqrcif,'n and 111il11:1ry hascs. 
Currently tht: U.S. h:h .:2 111ajor nav;il hast:s in ;1r..:as outsidt.: 
the lj .S. The S<l\·icts h;1\'L'. ll<J n:1., ;ti hasc., u11ts1clc the S"' 1cl 
Uni1Jn. lloth the U.S. :111d S<J\'lt:h a1·c 11111v1111• 111 h11ild 11:11:11 
bases in the lndi;1n (kc;111. ThL· l '.S. 1,. l'irni\1· c<•111111itkd to 

the c:onstruction nl' a naval hase in the Indian Ocean al 
Dicgu Ciarc:ia. If tht: U.S. dot:s buiid a h:1sc in lhe Indian 
Occ;111 it will acc:clcrate the 11;1v:.d race in tk1t arc.i and lhe 
Snvicls will f<Jll<Jw suit hy cunstruction "r a s.wict n:11·:il 
\J;1sc. 

Warship Limitations have been successfully ;1greed t!l in 
the pasl. Ninc c::1lcg<lries .. 1· ships and :1ircraft -;h1111·11 in this 
M<Jnitm uiuld he cx:1111incd 1'1ir p1issihlc arc;1s ,,r agreement 
as 1<1 li11111:; on nu111hns. ,11c. f'ircpow<.:r. <.:le. 

Earlier in this ccntury significant 1i;1val tn:atics cllccti\'ely 
limited the naval r:1c:c for at least a pi:riod or time. The 
succ:css a11d 1':1il11rt: or tht.: 1922 \\lashinglfln and tht.: 19.lO 
l.nnd1J11 ;1grc..:1111.:n1s provide ,·aluahlc lessons llll how and 
how 1111l 10 c'L1hlish cllcct1vt: n:1val Jrms limitation-;. Unlike 
the \')22· l'J.\0 pi:ri"d thcrt.: are !lnly two major nav;.il powers 
tmhy and it is in their intcrc.'>l to re~1ch an agrecment and 
adhcrc t<1 ii. 

New construclinn llfships and aircraft is e.xtr..:mely costly 
;ind it 11011ld ht: in lhc i111crt:sl of the U.S. and the U.S.S.R. 
lo li11111 the con-;truclion "r new ships each yc;1r. Limitations 
1111 !lL'" c:on . ..;tr11L·1i"n c:nu\d hc agrccd to on the basis of ton­
n;1gc. l'ircp<l\H:r. purp<hc <lf' the ship <Jr airc:raft. etc . 
l{c,11·;11111 hascd on the a1cragc age <11' comparable 
c:1lq2111ic, <11' 11ar.,h1p' 1, al-;n p1issihlc. S:1tt:llitc i\hsen·a11nn 
111akcs ii 1n1p<1,sihle for citht:r nali!ln t<J cllnstruc:I any ship 
11 ilh"ut the olhcr n;1tii\n·, kno11lcd12c. Thcrt.: ;ilso c:11uld he a 
lim1t;<li<lll :1)2l'Ccd l<l <ll1 the llllillhcr of officers and men in 
c:1ch 1i:11·v ;ind 111;1rinc u1rp-,. 

'\uek:ir \\'capons l.i111itatio11s: Ships. \Vl·apons and l.om·s 

NuL·k;1r 11c;1prni:; :ind 111i:;.;ilcs 111:1kc n:1v:d forl'L'' br nwre 
P<>IL'lll 1'1;111 CIC(' hd<lr<:. l.i1111t'i c:uuld he p\ac'ed c)n the t\pes 
,,f 11·L·ap1l11s c:arricd \lll 1\:1r,hips :111d un thc :1rcas whcrc tht: 
n11clc:1r L·;q1:1hlc .,hip..; c\111\d 11per;1tc. hir C.\;1mplc. a long 
-,1;111d111g 1rc:1I\ hct11cc11 1hc l:.s. :111d U.S S.R . ..;trictly 
l1111i1:; lhc 11·pcs ,11· ll'cap1li1s nn h1l;1rd 11;1r,hip,; entering thc 
Bl:ick Sc;1. In additi11n .. lap;in forbids the crllr;111cc intll iis 
h;Hl1<\rs "'. ;1111· ships carryin!,! nuc:k·:.1r wcap<11h. There is 
st1111c 411cstilll1 11hcthcr the U.S. 1i:1vy ships ;ictu;ill\· h"rHlr 
Ilic .lap;1ncsc pr<1SLTiptio11 ,,f nuckar 11capurh and 1111..;silcs 
:1s suh1cch l"1r limi1:11i1111. Unlike l'On1en1ion;tl 11e:1p:ll1'. 
n c i l Ii n l h L' U S. n < 'r l he U . S. S R . i' Ii k e JI· t n cm 11I\l1 
1111..:lear 11c;q1ons a)2;1i11sl :1 third \1'\ir\d L'<Jlllllr.\. I lt:ncc there 
1' ll<l rcq11irc111c111 l•> keep thc1n ;1hoard ;11 :tll tin1cs and 111 :ill 
arc:as pf the 11'\1rld. With1iut n:d11L"1ng their c·:1p:11'ilit\· fur 
co111h;1t 11i1h third "">rid L·11u111rics. 1hc U.S. :111d U.S.S.R. 
1i:11·ics <.:<Hild eli11111i;11e 111<1.-;1if11<>1:di1111l·k:11· 11c:1p111i:; !'r1rn1 
surl':1;,:c . .;liip.;. 
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Possible NA LT Agenda 

Possibilities for naval li111itations 

I. Estahlish a ceiling for certain categories of ships. 
2. Estahlish a ceiling on the numhcr of aircraft. 

3. Establish a ceiling on the number of suhmarines. 

4. Establish a ceiling on the number of officers and men. 

5. Limit construction of new ships in any category to he built in a five year period. 

6. Estahlish a ceiling on tonnage, firepower and number of men al sea. 

7. Ban all ships carrying nuclear weapons from srecilic geograrhical areas, e.g., Mediterranean Sea. 
8. Delineate warship free zones such as the Indian Ocean, Mediterranean Sea, etc., - a ban of all warship frnm certain 

geographical areas with the l:XCeplion of port visits, humanitarian cunsiderations and transits. 
9. Limit construction of new naval hases ill the Indian 01:ean, Pacific Ocean, etc. 

IO. Limit number of anti-submarine warfare forces. 

In Summary 

There are many geographical areas of the world which 
lend themselves to serious naval limitation. 

There arc 9 categories of warships and airer a ft which lend 
themselves to serious naval limitation. 

There arc possibilities for limitation of nuclear weapons 
on surfat:c warships. Limitations rnuld he agn:cd to on 
number of officers and men assignt.:d to each nation's navy. 
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LimiL1tions on personnd would provide a welcome relief 
from the ever increasing cost of manpuwcr. 

I.imitations have heen made in the recent past on 
numbers and ch;1ractcristics of strategic nuclear submarines 
and there is goml rcason t11 believe it would servc the in­
tcrcsts of both lhc lJ.S. and the U.S.S.R. if talks were 
startcd t11 limit convcnt1onal naval forces along the lines 
descrihet..I in this Deknsc Monitor. 
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THE INDIAN OCEAN: A NEW NAVAL ARMS RACE? 

DEFENSE MONITOR IN BRIEF I 
• The United States is at a crucial turning point in •Then; is no military1/ihrcat to the United States in 

policy toward the Indian Ocean region. Until very recent- the Indian Ocean. The l.ii.S. today has naval superiority 
ly the U.S. followed a sound policy of low-profile and in the region. Soviet nGval forces in the Indian Ocean 
minimal military involvement. Now the U.S. Navy plans have important limitat'iuns and weaknesses. Most Soviet 

I 
to establish a naval and air base on the island of Diego ships there arc nonicombatants. The Sovit:t Union. as 
Garcia and increase the dcployrm:nt of na va I f urces in the docs the U .. S .. h:1s .dccess tu ports in countrii.:s on l he In-
I ndi:1 n Ocean. These plans require thi.: most rigorous ex- dian Occari. hut )t1 

docs not have any real na1al bases of 
aminatiun to insure that •>ne-sided cmphasis un short- its own. The U-:S. is building its own basc :it Diego Gar-
term military goals dues not rcsult in hasty stqis which cia, an cscalati<>n of outsidi.: milit:1ry presence in the area. 
would stimulate an arms racc in the region, i.:xaL·nhate 
tensions and undermine U.S. influencc. 

•The basic issue is: Should the U.S. Navy dominate 
U.S. forcign policy in the Indian Ocean arca, or should 
the Navy support thc traditional restrained US. forcign 
poli..:y in the rcgion? 

• The lJ .S. has not excrtcd strong efforts to reach 
agrecmcnts with thi.: Sovicl Union and •>lhcr intcn:stcd 
countrit:s such as 13ritain and Frann: t<> c.x<.:rcise mutual 
restraint on deploymc.:nts and hases in the Indian Ocean. 
Nearly all the countrit:s on the Indian Ocean have sup­
ported cffurts within th<.: Unitcd Nations to havc "a l<>ne 
of peace" in the Indian Ocean. F.v..:n U.S. allies such as 
Australia and Nt:w Zt:aland take a critical view of expan­
sion of U.S. military pn:sencc . 

U.S. INDIAN OCEA!\ POLICY 197J 

"The subcontinent is n·r~· far away. I think our in­
terests arl' marginal. I think the '.\ix on dol'lrine is quill' 
applicahk-namcly, "e our,l·hes don't want to become 
imohed." 

.fu.1t't>h .!. Sisco 
:l.1si11a111 .">.C'cre/ar.1· 

/111rea11 11/ Near f:'a.1·11·rn r111d So111h .·I 1i1111 .·I f/11ir.1 
/.:'.S Oe111ir11111'1ll nfS1a1t'. M11r I. /<;73 

•U.S. military build-up in the Indian Ocean does not 
conlrih11tc l<> solution of the U.S. or wmld energy 
prnhlt:ms or insure a flow of oil. C>il is much more likel; 
to ht: turned <>ff "al the wt:llht:ad" than blockaded hy the 
So\·it:t N;1vy. Tht: Soviet L!niun. with exlensin; economic 
and p<ilitical intcrt:sts. has littlt: to gain h~· attacks on 
Western oil tankt:rs. 

•Th.: c.xpectcd reopening of the Suez Canal. a symbol 
of rcturnin!! slahilit1· in lht: \tiddk East, has heen seizt:d 
11pun hy sum<.: in the U.S. as an cxcust: for the U.S. Navy 
lo rthh int<> th<.: Indian Oct:all in fultillmt:nl of long­
sianc..ling ambitions.,\ much hdler step would be to seek 
lirni1at1nn on military tr:1ffic through the Canal. In an; 
case. the Canal could very easily be closed in ;1 crisis. 

l.S. 11\I>I.-\:\ on:A:\ POLICY 1974 

"Thl' Indians primaril~. hut other nations in tht area, 
too. hall' talked about ha1ing a zonl· of pl·an· in the 
an·a. \\ l' think this is a 1ery dangl·rous COlll'l'pt." 

Atl111iral /:'Imo I<. 7111n11ci/1. Jr 
Chief u( Sa nil Opa111i1111s 

. lflril I. !9i.J 

COl'YRl<ilrl '!J 1'17-l ll\ 1he Center !or lkkri>c lnf.,r111ati11n. All rights resn1·cd. The Center fur lJcknsc lnf1H111C1!1<.•11 cnl'•llt1;1tcs 
LJU<llC1tit1n ,.f any ol the nntc:rr<il he.rein v.i1lwut rcrrnis"'"1. provided !IH: C.:e111er is crt:dited. The Center rcLJiiesls ;1 i.:<JJ1) ,,j· ;111' .;uch ti>c. 
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DEFENSE MONITOR 

THE INUIAI'< OCEAN BUILD-UP 

"We do nol belie•e ii help~ lhe Indian Ocean lilloral slates for !here 
lo he a greal power rhalry in the Indian Ocean. We "ould hope !here 
would be agreemenl between the United Stales and rhe Smiet Union 
lo restrici lhei~ buildup.·· . · 

, '· C,ough Whit/am, Prime Minister of Australia 
' · March /9. 1974 

"If we are going 10 ha•e a b!g buildup 'mer there lhal "ould call for 
another neel. a greal augmenlalion, al leasl, of whal ... e ha•e. why 
couldn'I 1ha1 au•a he 1hi: subjecl of nego1iations or agrei·menls of 
some kind? .. 

Sena111r John S11·n11i.1. Chairman, 
Sena/<' Ar111t'd Service.1· Commirte•· 

f."e/in1ary 5, / 1J74 

"From time lo time oppor1uniti1·' for rci:ional reslrainl present 
thcmsehcs; and in m~· judi:i·menl lhc region is the Indian Ocean and 
the opponunily is no" ... 

Senator lfrnr_1· Jackson 
March 7. 1974 

Departure from Sound U.S. Policy 

Until very recently, U.S. policy toward the Indian Ocean. 
with some exceptions such as the dangerous "tilling" exer­
cise in gunboat diplomacy during the India-Pakistan war in 
1971, was sound and reasonable. one of restraint and con­
strained military presence. This was in recognition of the 
fact that the U.S. has no vital interests at stake in the region 
:.ind that U.S. security interests there arc comparatively 
limited. Overall U.S. objectives and the well-being and 
security of the countries of the region was hcst achieved 
through non-military, economic and dirlomatic means. 

The Pacific. Atlantic. and Mediterrcanean were perceived 
as areas of much higher priority. U.S. policy makers 
acknowledged that in the highly improbable event of a con­
ventional connict between the U.S. and the Soviet Union, 
the Indian Ocean was a most unlikely area for confronta­
tion. The State Department and the White House did not 
believe that a major U.S. security interest would he served 
hy an expansion of' U.S. naval presence in the region. In 
general, the U.S. actions proceeded in a careful and, 
cautious manner. aware that overreaction could he as \ 
damaging as undcrreaction. Congressman Fraser well cap- i 

sulizcd the government consensus in rejecting escalation 
when he uhscrvcd in March l'J72 that "an aprroach that 
defines the Indian Ocean as vital to the security or the 
United States leaves little room for n:asonahle dialog." 

The position of the State Department was stated in 1971 
hy David Ahshirc, Assistant Secretary for Congressional 
Relations: "U.S. security inten.;sts in the lndi:1n Ocean 
region arc quite limited and primarily involve Iran. 
Ethiopia. and Saudi Arahia. Our interests in Australia can 
better he viewed in the Pacific context, and those involving 
Israel and Jordan relate to the Mediterranean Sea." In May 
1973, Joseph Sisco, Assistant Secretary of' State, Bureau of 
Near East and South Asian Affairs, observed that "the sub­
continent is very far away. I think our interests are 
marginal. think the Nixon doctrine is quite 
applicable-namely, we 111irselvcs don"t want to become in-
1·olvcd." Mr. Sisco further stated that "in accordance with 

' • I'·'! "·.; 

the'Nixon doctri~·e;we think the search for stabilitv in South i. 
. . .· . , . • .. I 

Asia is primarily a task for the nations of the region." · "· 
Officials of the Defense Department also at one time 

seemed tu agree with the low-profile policy 'consensus. 
Former .Defense Secretary Melvin Laird said in 1972 that· 

. ' . 

"our strength in the Indian Ocean lies not so much in main-
taining a large standing force ... b~t rather in b~r.abilit)· to 
move freely in· and out of the Ocean as the occasion arid our .. 
interests dictate.·· Former Navy Secretary, "John -Cha.fee 
stressed in 1972 his view that "we ought to go slowly here 
and not escalate the thing and see what happens." 

('()N(;1u:ss10NA I. lffJ ECTION OF 
lllEGO GAHCIA IN 1969 

"When presi·nted lo lhc Senale, !here was slroni: opposition from 
within th1· s .... ale Apprupria1ions C'ommillee to the United States 
he1·oming commillcd Ill anolher na•al hase in 1he Indian 
On·an .... The Mililary Con,lrur1ion Subcommiltee and lhe full 
rnmmi1tc1· d<·kll'd lhe llicgo Garcia l'roject completely from the 
foral 19711 1\lililar~ Conslrul·tion Appropriation Hill. This maller 
"a' tahn 10 confi·n·nrr with the House and lhe Senate's position 
1m.,aikd and lhe project "as stricken from the bill. Finally, an oral 
agrc1·m1·111 "as rearhed "hen·in th<' Na•y was in,tructed 10 come 
hark in focal )·ear 1971 for a new appropriation which "ould support 
uni~· a rnmmunkalions 'talion." · 

Senator Mike Ma11.1jield, Chairman, 
S1'11ate ,'1ppmpri111io11s Military Construction Subcommittee 

April I. 1974 

IJ.S. Na\y and the Diego Garcia Base 
The construction of an austere communications facility at 

Diego Garcia was aprroved hy Congress because of ccns­
tant Administration reassurances that only a com­
munications facility. in part as a replacement ;for one in 
Ethioria. and nothing else was intended. In 1973, James 
N <lyes of the Defense Department assured Congress that 
"there arc no plans to transform this facility into something 
from which forces could he projected, or that would provide 
a location for the basing of shirs and aircraft." 

The U.S. Navy. howc1·er. has long had different ideas, 
The Navy dream has hccn tu inherit the British Imperial 
legacy "L1:il of Suc1.." Plans for moving into the lndiari 
Ocean date hack to the carl1 1%0's and even before. Quie!_ 
efforts 11cre undertaken tu search for new bases in the In: 
dian Ocean and other areas. ~avy plans to establish several 
new O\·crsc;1s naval hascs \1·crc kept highlv secret in .order 
Jhll to alarm foreign countries ur the American people and 
Congress. Dicg<l (i;1rci;1 emerged as the ideal location for 
c1lvcr;1gc 11f the Indian OL·c;111. Diego Garcia was selected 
because or its central location and potential for a major 
na1·al hase rather than simply hecause it could serve as a site 
for a co11111lunicati1111s f;1cility. Admiral .lohn McCain. past 
Pacific Comlll;111dcr-in-Chief. s;1id that ··as Malta is to the 
l\lcditi.:rr;i11can. Diego Garcia is to the Indian Ocean.'' 

Negotiations hctwcen the Uniti.:d States and (]real Bri­
tain led tu the crcalion ufthc Rriti.;h Indian Ocean Territory 
(RIOT) and the Dccclllber J'J(,(i aµrcclllcnt tu make the 
isl;inds comprising the HIOT avaiL1hlc t!l hoth countries for 
military purposes f'or a period 111' :)()years. The British lent 
their name to the pr<ljcet as a C<l\Cr fpr adu;il U.S. control 
and dominance. This w;1s perh;1r' due to h;1shfulncss on the 
part or the U.S. ahoul h;111ging on to some rc111nants of the 
crumbled British C!llunial empire. 

-----~~-----~===-=-
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::;);~!,ii;~:\i;;,'ship-day comparisons also .igp~re ~he ri·~t·u~l rrnture of the 
.:o.:'l;t!Y 'krnds of shrps rn the Indian Ocean and lthe1r combat 
;;,:;:i,:\~f:!' capabilities. Minesweepers ar~ · equated 'with aircraft 

Maritime Interests -~:;) 

. . carriers. (The figures also ignore submarines and the con-
., tribution th~ t Polaris/ Poseidon patrols would make to U.S. 
totals.): Most of the Soviet naval ships in the Indian Ocean 

'are non~c6mbat<jnts, suppqrt ships and auxiliarics: oilers, 
repair .ships;. distiller ships,· space support ships, 

. minesweepers, oct-~~nogr~phic ships, tenders, etc. In general; 
the most copin1qp. Soviet combat presence in the Indian 
Ocean since l '.)68 has been in the range of three or four sur­
face·combat<lnls: In January 1974, the Soviets had five sur-

. face combatants and four submarines in the Indian Occan. 
The fact that in winter months some Soviet home ports are 
frozcn may cncouragt: thc Soviet Navy to send ships to the 
Indian Ocean to ke.:p crews active and proficient. 

·The Soviet Union has important non-military maritimt· 
interests in the Jndian Ocean. Several ) ears agL1 some 12% 
of the merchant ships transiting the Indian Ocean were 
Soviet. With the continued expansion of its merch:.int lleet. 
it is likely that the level of Sovid merchant activity in the 
Indian Occan has incrcast:d. The Soviet Union als.,1 has a 
growing Indian Ocean fishing fleet. which several years ago 
accounted for almost one-third of the Soi iet total annual 
catch. The Soviets havt: numerous civilian oceanographic. 
hydrogr;_iphic. and space and missile test support ship;; in the 
Indian Oct:an. In addition tu tr:1de with and aid to many of 
th;; countries along tht: Indian Ocean, Soviet merchant ships 
passing h.:twe;;n the castt:rn and western parts of the Soviet 
lJnion fn:quently tran.~it through the Indian Ocean. The ln­
di;in Oce;1n is a sea lane connt:cting the vast expanses or 
t::1stt:rn Kussia with western Kussia. fro111 th..: Soviet point· 
of view. the pr.:scnce of Sovit:t naval shirs in the Indian .. 
Oct:an prnhably has some relatiunship to the Soviet com-· 
rncrcial shipping in the area. 

, !-. ; Unilcd States. British, Frrnrh and Smirl Na1al l'orn-s in till· Indian Orran 
I :\I arch 19741 

U~In:o STATES 

GRt:AT BRITAI:-. 

FRA~Ct: 

. SO\'IET IJ~JO~ 

1 ~wcraft c:.irricr (110 alrcralt) 
h dc~trovcr' ~ind dn1r1iycr C'>t:11r1 .... 

I oiler 
I :imphihiou~ av.;aul! ~hir converted lo command 

'hir for lJ.S. Mid-Ea't Force (al lbhrain1 
I nuck;ir allad \uhn1arinc pri,hably itt:CCJlll[lMlic' 

c:1rr11.:r 
1'\:;1v;d p;1\rol :.1irn;1ft opcr;1k frorn llicgo (iarcia 

:ind lJ ·I :1p:w 1Tli:1il:1nd J 

r guiJt·d miv;ih: dl'\lr11~cr 
5 tk..,trll_\cr c .... 1..orh 
(, .,upp•irl ... hir, 1rrirn:1ri!y oiler\) ~ 

~:.iv:d p:1t111I .11rcr:1fl 11pcrate frorn Sing~port: and 
(i~in in the ~t.dd11,·c hbnd., 

1 guided mi.,...;ilc p:ilr<ll -.hip 
2 Jc .... trc1\cr t:'etHl~ 
4 r.:c1a,la

0

l p.ttro] .,hip' 
I oiler l"Clrl\'Lrl.;d l11 aruu:d command headquarter.\ 
! l:ir1d1n~ cr;1 ft 
l net la\cr 
:-;:iv:!\ p:ttr1il ·aircr:.di ()peratc lr11rn _l}Jihouti at tht: 
rlH1uth 111· 1he ked Se:1 

I <.rui"er 
7 other cornhala

0

nh (de\lroyer..;. dc,trovt:r e:-.corl\, 
,uhmarin") · I ' 

J 1nim;\\l.~cpcr.., i 
I ;1mphihiou.' ~hip . " .~ I 

17 1111n-cornhal;t11! ... uppon :-hip\ (mh:r.,, ... upply <.hipo:;.. 
\\a\cr c:1rr1cr\. harr.11.:~ .... hip, dn:dpcr\,, lender.,, 
c.:ll'.j 

W11hi11 1h1' rmt lii't' '"'''11h1 1h1• II.\'. ha1 hud IH.'o 
11/h1•r (CJrrit'rl and u ''l'rlt•lJr-1iu"' f'rt~d /rifiUUt' u/\fJ in 

th1• /11tli1111 (ht'(J'1 Th1' ( .... ;. r1'1r1 r.pt'r(l/f'\ 

/'11/11n1//'1,q•11/,,11 11,hf/IUT/'11'\ lll'f(l\lf1tlf1/ll' If/ lh1• 

on·u. ·1 h1·r1· 111(/\" lw uddi1/,,•1al alloc~ n.h111an111·1 

In .\"1·p11·111hn / 1173 Frm1c1' c'n•u1ed a nt'K' Indian 
(J,·1·t111 11r1111/ ru111ma,1d. Iii .\furi·h l'•iJ a wwll rud 
t!ffll1/I. 1r1.-/11J111~ tJ hdicup/1•r clJrri1•r. cn.i1<•d in tht• 
/mlum On·,111. fh,·r1• ar1• r1·purr\ ·~f o f."n''l<h 1/rCJ/t'l(iC 

111/1n11iri111· •WCCl'i''"""Y iii 1h.· /1uli11•1 fh1'/J'l. 

In :lum1on: 1r11-11hn1· 1,1·rt• .~ .111rlac1· c11mha1cu1f5 fl 
Cf.(/'. I J_>IJi. I /)/J . .1 />/:J .a11d -I .wh1•1c:rint'\ 
ll'i1hi11 !111· f, _.\" .• r:-r111•n11•11••11 lht'ri· (lr1' <u11,·lie1in~ 

l/\1('1111/t'll/I u(.\"t)\/1'/ /1,f11'1 .. \//111'l>\('t'[lt'r1 a1;J111h1'' 

1/11j11 fah11111 Iii hu1·1• lwf'I! 111~11/11·d in hllrhur deunn.i.:. 
;,, Uu11f(lad1·1h 

' ' 
So,iet Na1·a1 \\'('akm·ss('S fleet, and the l'al'ifk fleet. I With So\·ict na1·;tl resources dis-

"/11 1i111e of war ,c.,·oviel .1h1jJ.1· would he i.wla1cd from 
thl'ir ha.1·e.1· by U.S. and N /I TO forces and pmhahly 
quickly s1111/..:." 

. ·~ 1:., 

Thc Soviet Navy has a number of weaknesses and 
. vulnerabilities that have particular significance in thc lndja~ 
Ocean. The lack of seaborn f'i.xed-wing aircraft to provide 
protection and the lack or aircraft for reconnaissance: 
severely constrains the flexibility of Soviet naval forces in 

·the Indian Ocean. The Soviet Navy d"es not have a signifi­
cant seahascd intcrvt:ntion cap;,ihility. The Soviets must sup­
port four major fleets in widely separated arl'.as (the Black 
St:a-Meditt:rranl'.an fkeh, tht: Baltic fleet, tlte Northern 

persed over st!ch dist:tnt :treas. the Indian Ocean is :.i par­
ticular!\' rcmute an~ \:ulnt:rahlc rlace fur So\'it:t naval ships 
to bt:. Westt:rn powers control most of the egress and ingress 
poipt.~ to the lm!ian Ocean. and the p1lssihility of wartime 
reinfurc.:m.:nt for ~ovi;;t ships in tht: Indian Ocean seems 
vinualb ruled 04l. ·The U.S 7th fl..:t:t dominati.:s the 
Wt:stt:rn l~acifi1: and 'w;;stL'rll arprnal·hcs to the Indian 
Ocean and. as Admiral M111iro.:r rect:ntly pointed out. "in 
ti111..: of cunllict, any \\';ltt:'rway such as the Suez Crn;tl is 
highly vul11cral~lc Const:4ut:ntly. it wuuld hi: highly likely 
·1hat it wiluld he clused hy ont: sid;; or tht: othl'r ... In time of 
war S1wiet ships would he isoLtted from tlh:ir has..:s h) U.S. 
and NATO fur~·.:s ;111d pruhahly quickly sunk. 

(,·,1Jffillltt'd f1fl /1Ut:t•S! 

.. , 
I 
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DEFENSE MONITOR 

U.S. STRATEGIC SUBMARINE PATROL AREAS COVER THE WORLD 
(Today: Polaris/Poseidon - Tomorrow: Trident) 

[~--~]TOMORROW 

The Sovi..:t Navy lacks reliable and s1.:cure shore-hased 
support facilities on the lndi;1n Ocean. In fact. Sovi1.:t prac­
tice has hcen lo rely primarily on its own auxili;1rics for fuel, 
provisions. ;ind repairs. This is •llle of the reasons the 
Soviets lend lo hav<.: mor<.: naval ships in the region. The 
Sovi..:t lJ n ion has growing econll111 ic and dipl•Hnat ic 
relations with local countri..:s hut s..:erns Ill h:1\·e no secure or 
formal base rights al,111g th1.: littural. Th..: Suvi..:t Na\·y. as 
docs the U.S. Navy, has access Ill p•lrts and f;1cilities in a 
nurnher of cuuntries. hut the us1.: uf these L1cilities dut.:s not 
conkr has<.: rights or cunvert them into So,·i..:t nav;il hases. 
The instability of <.:ven oisting h:1se utili1ation 
arrang<.:m<.:nts is dt.:111nnstrated hy Suvil'.l <.:xpericnc<.: with 
Egypt. wh..:re th<.: Soviet ljnion suddenlv in 1'!72 lost most of 
the militar> advant;1ges it had pn:viuusly accumulated. The 
Soviets have aided in harbor de,elupment in lr:1q. S•1111alia, 
Yemen. Aden. India. :1ml Bangladesh hut this d<>es ill>\ seem 
to h;i,·e led tu speci:il milit:1f\ base rights. 

There i.'i much vague and un:rnpp<>rtcd speculation :1h,>11t 
what n:1val hase.'i the KLhsians may t1r 111av not ha'e on the 
Indian Ocean. One 0:1mpk is Admiral Zu11l\,al1·s persis­
tent allegation that the Sllvit.:\S havt.: aequin.:d rrivilegt.:d 
usagt.: or lndi;in ports, dt.:spit..: th<.: fact 1h;1t there is llll sup­
porting evidence 10 1h;1t el'ft.:ct. 

In fact, the dt.:sire fur a stable and secure h:is..: of on..:·s 

<lWll 1h:1t c;111 he us..:d without di.:pt.:nding "n :tny<1nc·s guud 
"ill is what has prn111ptt.:d th1.: lJniti.:d Stat<.:s t<1 g<J after a 
nav:il has1.: at Diego <i:trc1:1. Thi.: l_jn1ted St:1tL·, i,; building a 
n;ival support has1.:, i.:.ss<.:ntially under its O'-'·n contrnl. in the 
Indian Oci.::111. The Soviet lJni11n is not. In 1\drniral 
Moor..:r";; "'mis. the U.S. ne1.:d.'i a facility in the Indian 
Oc..:an "th:1t can h1.: Lht.:d hy <1ur air and naval 
forces ... without luving tu rnak<.: :igrei.:111ents each time on a 
casi.:-hy-cas1.: basis as is th<.: situation tud:ty ... 

l'.S. '\:11al Strl'ngths 

In t1.:r111s of capahilit> ttl s11ppt>1·t :111d di.:pluy n;l\·al furces 
t>vnsi.::1s "ithout ext<.:nsive base: suppurt. tl11.: Ln1t..:d Statt:s 
tod:1y has :1 suh-.tanti:d advantage: t1vi.:r thi.: Sri1·ii.:t l_ini,1n. 
N11ck:1r-pt>w<.:r1.:d naql surL1cc ships arc: csp..:ci:illy useful 
l<1r i.:\ti.:11dcd di,1:1111 dcpl<1>rnents. Thi.: Su,1cl '.':l\y has nn 
11uck:1r-p"''ercd c<11nh:1t ,urf:1ce shq1-;. Thi.: Lnit..:J Stat<.:s 
has 1n opera11t111 ''r l'unded :1 lllt:d "1· i4 nuck:1r-p<>wcred sur­
!'an: L'll1i1h:1L111ts. inc·lud1ng 4 1H1cli.::1r-p'1'-'Cri.:d :11rcr:1ft 
c:1rriers. The l.initcd St:1ll!' :1ls,, h:1,; 111"re <1ikrs. repair 
,hips. :ind 11nLkn,:1v n:plen1.,h111i.:1ll ,hip' :ind can su,tain a 
lkt.:t at s1.:a \1ith,1ut slllir1.: f.1,·1l1tie' heller than the Sll,·ict 
Un1un. ·\s Si.:L·ri.:L1rv Schk,in!!cr reL·e11th ,;:11d. 'the :1hili1> 
ul' th1.: United St:1te-. fleet t<I "Jler:lle :1l l<lli.l' dht:inci.:,; :,; 
gr1.::1t1.:r th:1n that <lf the s,1,1et '.:in 

U.S. Has Much Greater Capahility for Extl'nded 
Distant Naval Deployments 

l nitl'd StalL·s Sm iL'l I 'nion 

Aircrart carriers 

Nuck:1r-powcrcd surlac<.: ships 

lJ n1krway r1.:pleni,h1111.:nt ships 
( 1·or luel. s11pplii.:s. i.:tL· I 

l:lect '1q1port ship, 
lltH rc:pairs) 

14 uperati•lllal or 
l'und..:d (including 
4 carrier') 

C, I uv..:r I ll.lltltl tun.; 
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GE.FENSE MO!\JIT Ori 

Threats to Oil Shipments 

By wuy of explanation for an expanded U.S. naval 
pn:sence in the Indian Ocean. one of the more prominent 
fears suggested by proponents is that the Soviet Union 
would altack U.S. and allied merchant ships and oil tankers 
in the area. This does not appear to be a plausible action on 
the part of the Soviet Union when one taki:s into account 
such important factors as relative military pllwcr, time and 
distance factors, and the alternative means of exerting in­
fluence and pllwer at the disposal of the Soviet Union. The 
Soviet Navy is ill-prepared to engage the Western powers in 
a lung-rang.: conventional war. The Unitcd States has 
demonstrated it can survivc for a long period without Mid­
dle East oil. If the Soviets were to seriously attempt to cut 
oil oil shipments to Japan :rnd Western Europe then: are 
areas outsido.: of the Indian Ocean, clnscr to Soviet home 
base,, which would he more suitable for that type of war­
fare. This is espc(;ially true with respcl:t to the use of Soviet 
submarines. Hcc1w,c of its extensive rnmmerl:ial and ship­
ping interests in the Indian Ocean, the Soviet Union itself 
would have 111ud1 to lose in a war at sea or a disruption of 
shipping. In many ways. the Soviet merchant m:1rine itself 
serves :1s a growing hostage to Western military power in 
the e\'ent of a crisis. 

There appan:ntly arc conflicting assessments within the 
U.S. go\'crnment about the ease with which a hlockagc of 
t>il shipments could he carried out through military means 
and the probability of that occuring. For example. Admiral 
Zumwalt and others allege that such so-called choke points 
as the Strait of llormuz at the mouth of the Persian Gulf 
could he blocked with ease. The Central Intelligence Agen­
cy, however. in 1973 expressed a different puint ufview: "'It 
(the Strait of I lurrnuz) is too dc:ep and wide to ho: hlucko:d by 
sunken ships and too wide to he effectively controlled by 
co:1st artillery. Naval and air power wnuld he ro:4uired to 
close the strait. :1 serious step since it is considered int1.:r­
national waters by the world community.·· 

In general. the Soviet Union has nut played a disruptive 
and threatening role in the Indian Ocean n.:gion. One exam­
ple of a p<hitive Soviet influence is th1.: Soviet effort to bring 
about an end to th...: India-Pakistan w:1r in 196:1 through the 
T~1shkent 1\grc..:mcnt. Those who arc prone to h1.:lieve that 
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the Russians are always up to no good and constantly trying 
to damage the United States would Jn wdl to note the 
observation of Defense Secretary Schlesinger that '"the 
Soviet Union has historically been a relatively prudent and 
sober power." Sl:enarists of a war on otl shipments should 
take heed of anL'lher remark of Secn:tary Schlesinger: ··one 
can always design the wurst possible case which shows the 
U.S. military forces at a decided disadvantage. What one 
must also du is to estimate the probability of that worst 
possible case occuring.·• 

), 

"II i' 1101 too lalt' ... to propow and nei:otiatc the demilitarization of 
thl' Canal. I helie•l' th1· Admini,tration 'hould no" in'i't that the 
Sul'l (·anal he do"·d to th<· "ar,hip' of all ouhide po,. er' includinj! 
lhl' na•al '"'""I' of th•· t nited States and th<· So•iet I. nion." 

5ienutur J/enry Jackson 
\lurch 7. /t;74 

Hroprning of the Suez Canal 

The probable rt.:opt.:nin):! of the Suez Canal in the relative­
ly near future has been another stimulus to arguments for a 
lJ.S. 1L1\·:il build-up in the Indian Ocean to counter 
predicted 1ncr<.:ascd Suviet depluyrnents. It remains to be 
s..:en whether in fact the: So\·iets do intend to utilizt: the Suez 
Can:il to incrcas..: significantly the number of naval com­
h:1t:1nts th..:y have in the Indian Ocean. Because of Soviet 
needs for naval forces in other higher priority regions. there 
111:1y ho: grn11nds for skcptil:ism that the Soviets have many 
surplus nal'al ,hips lying aruund that they can spare for the 
lt:ss important Indian Occ:an. In any cas<.:, efforts should be 
rnadt: to sec if :1gre...:111ents m understandings can be reached 
abt>ut controlling military traffic through tho: Suez Canal. 
lkfnr1.: setting lirmly on the path toward a nal'al arms race 
in the region, the U.S. should exhaustil't:I\' explore alter­
nativ..: methods or coping with pussible dirticulties. 

Too much stress has bo.:en put on alleged benefits that the 
Sul'ict Union will gain frnm the reopening of the Suez 
Can:1l. It shuuld he obl'ious th;,it in terms uftho: stability and 
crnnumic prngress llf the Middle E:ht and the Indian Ocean 
region. the restoration •>I' the Sut:/ link with Europe will ho: a 
most b1.:ncficial d1.:velop111ent frnm the ptllnt 11f \iew of the 
West. It is also probable that there will he an increase in 
Western trade with and influ..:ncc in countri..:s such as 
Somalia and Ye111c11 wh1.:rc tho: Soviets h:t1·e made g,1ins 
while th<..: Canal was clused :ind lsr:11:l :ind the t\r:1hs "·en: so 
hitt<.:rly divided. 

I ,P, 
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Threats to Oil Shipments 

By way of explanation for an expanded U.S. naval 
presence in the Indian Ocean. one of the more prominent 
fears suggested hy proponents is that the Soviet Union 
would attack U.S. and allied merchant ships and oil tankers 
in the area. This does not appear to be a plausihk action on 
the part of the Soviet Union when one takes into account 
such important factors as relative military power, time and 
distance factors, and the alternative means of exerting in­
fluence: and power at the disposal of the Soviet Union. The 
Sovic:t Navy is ill-prepared to engage the Western powers in 
a long-range conventional war. The United States has 
demonstrated it can survive for a long period without Mid­
dle East oil. If the Soviets were to seriously attempt to cut 
off oil shipments to Japan and Western Europe there are 
an.:as rn1lside of the Indian Ocean, closer tn Sovit:t home 
bases. which would he more suitahh: for that type of war­
fare. This is especially true with respect to the use of Soviet 
submarines. Aecau1>c uf its extensive commercial and ship­
ping interests in the Indian Ocean, the Soviet Union itself 
would have much to lose in a war at sea or a disruption of 
shipping. In many ways. the Sovit:t mcrchant marine itself 
serves ;1s a growing hostage lo Western military power in 
the C\enl of a crisis. 

There ;1ppan:ntly arc connicting assessments within the 
U.S. go\'ernmrnl about the case with which a blockage of 
oil shipments L·ould he carried out through military means 
and the prnhability of that occuring. For cxampk. Admiral 
Zumwalt and others allege that such sn-called chukl: points 
as the Strait of Hormuz at the mouth of the Persian Gulf 
could he hlocked with case. The Central lnti.:lligcnce Agen­
cy, however. in 1973 expresscd a different puint ufvil!w: "'ll 
(the Str;1it of I lormuz) is loo deep and wide lo he hlocked by 
sunkl!n ships and too wide: lo he effecti\'t.:ly controlkd by 
co~1st artillery. Naval and air rower would ht.: re4uirt.:J to 
closc the strait. a serious step since il is considered intt.:r­
national waters hy the world community.·· 

In gl'nt.:r;1i. the Soviet Union has nol played a disruptivc 
and threatening role in the Indian Ocean region. One exam­
ple of a positive Soviet influence is the Soviet effort to bring 
about an end to the India-Pakistan war in 1%5 through tht.: 
Tashkent Agreement. Thost.: who arc rronc lo hcl1cve that 
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the Russians are always up to no good and constantly trying 
to damage the United States would Jn wdl to note th.: 
observation of Defense Secretary Schlesinger that ··the 
Soviet Union has historically been a relatively prudent anJ 
sober power.·· Scenarists of a war on Dil shipments should 
lake heed of anL'lher remark of Secretary Schlesinger: "'One 
can always dcsign the worst possible case which shows the 
U.S. military forces at a decided disadvantage. What one 
musl also do is to estimate the probability of that worst 
possible case occuring." 

)', 

,-"'"-.-. 

··11 ;, nol 100 lak ... 10 propow and negolialc 1he demililarization of 
rh,• Canal. I hrlicH· th1· .·\dmini,tra1ion 'hould no" in'i'I lha1 lhe 
SuCL ( anal hc dowd lo lhc "ar,hip' of all ou1side P""'r' includin11 
lh" na•al '"'""b of lhl' Lnilcd Slale' and th!" So•iet l;nion ... 

.~·t'IWfur llenry Jack.son 
.\lurch 7. 1974 

i{copcnini.: of the Suc1 (·anal 

The proh;1hlc reopening of thc Suez Canal in the relative­
ly ni.:;1r future has been another stimulus to arguments for a 
US. 1L1\';il build-up in the lndi<in Ocean to counter 
rrt.:dictcd 1ncrcascd Suvict deployments. It rrn1a1ns to be 
seen whether in fact thc Sm·iels do intend to utilize tht.: Suez 
C1n;d to inne;1sc significantly the: number of naval com­
lntants they have in the Indian Ocean. Because of Soviet 
needs for naval forces in other higher priority regions. there 
111;1y hc grounds fur skepticism that the Sovit.:ts have many 
surplus naval ,hips lying around that they can spare fur the 
lcss in1rortant Indian Occan. In any case, efforts should be 
made to sec if :1gree111cnts or understandings can bc reached 
about controlling military traffic through the Suez Canal. 
Befort.: setting lirmly on the path toward a na\·al arms race 
in the region. the U.S. should t:xhaustivelv explore alter­
native methods ()f coping with possible difliculties. 

Ton much stress has becn put on alleged hencfits that the 
Suviet lJniun will gain from the rcopcning of the Suez 
Canal. I l shciuld he obvious th;,11 in lcrms of the stability and 
economic prngrcss llf tht: Mid die fast and t hc Indian Occan 
region. the restoration ()f the Sua link with Europt: will he a 
most bt.:ncl'icial dt.:velopment frum the pciint "f \'iew of the 
West. It is also prohahh: lh;1t thcre will hi.: an increase in 
Wi.:stt:rn trade with and innui.:ncc in uiuntries such as 
Somalia and Yc111c11 whcre the Soviets ha\·e madt: g;1ins 
while the Canal wa.s clusccl and lsrat.:1 and the A rahs wc:rc: so 
bitterly divided. 
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DEFEr>JSC. t·J10NITOR 

U.S. STRATEGIC SUBMARINE PATROL AREAS COVER THE WORLD 
(Today: Polaris/Poseidon - Tomorrow: Trident) 

The S(l\'iet N ;1 \'Y l;i.:k s rt:liabk ;1 nd secure shDre-hased 
support L!L·ilitics on the Indian 0c"c;111. In L1cl. Soviet prac­
tice has heen t•> reh prim;1rily on its own ;111xiliarics fur fuel. 
provi.;lllns. and repairs. This is one of the reas,lns the 
Soviets tend lo ha\·e more na\·al ships in the region. The 
Soviet lJnion has grll\\ing c:co1wmic and diplum;1tic 
relations with luc:tl cnuntric:s hut seems to have nu secure or 
formal base rights ;dung the litlural. The Soviet Navy, as 
d1Jcs the U.S. N;1vy, has access to purts and facilities in a 
number uf countries. hut the 1he of thc:se facilities dues not 
confc:r b:1se rights nr convert them inlli So\·iel naval bases. 
The instability of nen e.\i'ilinµ base utili1ation 
arrangements is demunstrated by Su\icl c.xpcrience \\ilh 
Lgypl. \\here the S\J\·iet lJnion ,;uddcnlv 1n l'J72 lust most 1if 
the military advantages it h;1d pn;\ i•lusly accumulated. The 
Soviets h;\\e ;1idcd 1n harbor dt:vcluprncnl rn lr;1q. Somalia. 
Yemen. ;\den. lnd1:1, and Bctnglade.;h hut this docs not se..:m 
to h:1ve led tu speci:tl 111ilitary b:1se rights. 

Then.: is much \ :q.!11e :111d unsuppurt..:d spccul:1tion ahuul 
what na\·;_il h:1s..:s the R11'.;i:111s may or may not ha\·e on the 
Indian Ocean. One cxan1pk is i\dmiral Zu111w:tlt',; persi,;­
tenl allegation that the s.iviels have ac4uin.:d privikged 
usag..: ur Indian ports. de,; pit.: the !'act th:11 thne is no sup­
porting e\·idenn: l11 that ellcct. 

In fact. the desire for :1 ,;table and secure hase of one's 

own th:1l can he used \1ithuut dt:pending on :1nynne's good 
\\ill is \I h:1l has pr11n1pled the lJnitt:d St;1tes lo go after a 
na\':11 h:1se al Dicg•1 Garc:ia The Uniti:d States is building a 
11:1val ,,i1pp()rl h:1se, esst:ntiall) under its own control. in tht: 
l11dia11 Ocean. Tht: SO\iet Union is nut. In Admiral 
Mo!1rer's ll'ords. the lJ S. needs a facility in the Indian 
Oce:111 "that can he ust:d by our air and naval 
l'orct:s. .with•nrl havi11g lo m:1ke agreements each time on a 
c:1SL'-b\'-ca'c basis as is the situation today." 

l r.s. '\a1al Stn·ngths 

In terms of capability tn support and dt:ploy naval forces 
ovcrse:1s without extensive hase support, the United Stale~ 
t()day ha.s a sub-;t;1ntial :1dvant:1gi: over the Soviet Union. 
N11clcar-pm1t:rcd n:1\·al surface ships are especially useful 
r,lr e\tc11dcd di,;t:1nl deployments. The Sovit:l Navy has no 
11uckar-p•1\\<.:rcd cll :1l surf:1c..: ships. The United States 
has in 11p<.:r;1lion llr fundc :1llllal1lf I-\ nllL'iear-pnwt:red SUr­

L1ce c1>111l1:1t;1nls. inc uding -l nuck:1r-po\,·cred aircraft 
c:1rr1t:rs. The United States also ha,; mnrc 1lilers. repair 
ships. and unden\ a\ rcplt:nishrnt:nt ships and can sustain a 
lkt:t al sea \\ithoul shore facilitics better th:rn the Soviet 
Uni11n. :\s Secrt:lan Sc:hlesingt:r reL·cnth s:.iid. "!ht: ability 
,if the United St:1tcs ilccl l•l opn:1lc ;1l long distances is 
grt:atcr th;1n th:1t of the Su\·iet 1'\an_·· 

U.S. Has Much Greater Capahility for Extended 
Distant Narnl Deployments 

Ai rcr:1 f't c;1 rriers 

Lnih·d Slaks 

1:1 

S1nil'I l 'nion 

0 

() Nucle:1r-p1i\1·crcd surL1ce ships 

Undcrw:1y repll~nishmenl ships 
ll1ir fucl. supplics. i:tc.) 

I leet 'urporl ships 
<r11r repairs) 

1-l opcral ion a I or 
funded (including 
-l carriers) 
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DEFENSE MONITOR 

Threats to Oil Shipments 
By· way of explanation for :.in expanded U S. naval 

presence in the Indian Ocean, one of the more prominent 
fears suggested by proponents is that the Soviet Union 
would attack U.S. and allied merchant ships and oil tankers 
in the area. This does not appear to he a plausible action on 

·the part of the Soviet Union when one takes into account 
such important factors as rdative military power. time and 
distance factors, and the alternative means of exerting in­
nuence and power at the disposal of the Soviet Union. The 
Soviet Navy is ill-prepared to engage the Wt:stern powers in 
a long-range conventional war. The United States has 
demonstrated it can survive fur a long period without Mid­
dle East oil. If the Soviets were to seriously alternpt to cut 
off oil shipments to Japan and Western Europe there are 
areas outside of the Indian Ocean, closer to Soviet home 
hases. which would be more suitable for that type of war­
fare. This is especially true with respect to the use of Soviet 
submarines. Because of its extensive commercial and ship­
ping interests in the Indian Ocean, the Soviet Union ihclf 
would have much to lose in a w:.ir at sca or a disruptinn of 
shipping. In many ways, the Soviet merchant marine itself 
serves as a growing hostage to Western military rower in 
the event of a crisis. 

There apparently are connicting assessments within the 
U.S. government about the case with which a blockage of 
oil shipments could be carried out through military means 
and the probability of that occuring. For examrlc. Admiral 
Zumwalt and others allege that such so-called choke points 
as the Strait of Hormut'. at the mouth of the Persian Gulf 
could he blocked with ease. The Central lntclligence :\gen­
cy. howe\·er. in 1973 e.xpn:ssed a different point of view: "It 
(the Strait of Hormut'.) is too deep and wide to he hlm:kl:d hy 
sunken ships :.ind too wide to he dfcctivdy controlled by 
coast artillery. Naval and air powt:r would he required to 
close the strait, a serious stt:p since it is considncd inter­
national waters by the world community." 

In general, the Soviet Union has nut rlayed a disruptive 
and threatening role in tht: Indian Oct:an r..:gion. One cxam­
ple of a positivt: Soviet innucnce is tht: Suviet t:ITort to hring 
about an end to tht: India-Pakistan war in 1965 through tht: 
Tashkent Agreement. Those who art: pront: to helit:vt: that 
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the Russians are always up to no good and constantly trying 
to damagt: the United States w<.rnld do "t:ll to note the 
observation of Dt:fense Secretary Schlesinger th::it ":he 
Soviet Union has historically been a relatively rrudent and 
sober rower." Scenarists of a war on oil shipments sh,rnlJ 
take heed of another remark of Secretary Schlesinger: "One 
can always design the worst possible case which show> the 
U.S. military forces al a decided disadvantage What one 
must also do is to estimate the probability of that w1Jrst 
possible case occuring." 

"II i' not loo lah'. .. 10 P"'I'""' and negoliall' th« demilitari1a1ion of 
!h<· Canal. I hl'li'"'' lhl' ..\dminis1ra1ion 'hould no" in,isl 1ha1 !he 
Su«t Canal h« do"·d lo lhl' """hip' of all outside po"er' inl'luding 
lh« na1al '"""I' of lh« l.'nill'd S!all's and !ht· So•i«I l-nion." 

Sr•rwtor /Jenn- Judson 
.\fan h 7. J 974 

Heopl'ning of tht· Sm·z Canal 

Tht: rrohahle reopening of thc Sua Canal in thc relative­
ly near future has bet:n anotht:r stimulus tD arguments for a 
U.S. nal'al build-up in the Indian Occan to counter 
predicted increas..:d SlJ\·1t:t dcpluymrnts. It remains to he 
s..:rn \\hcthcr in Lict tht: So,·ieh do intcnd to utilize the Su1:z 
Canal to incr..:ast: significant!' tht: numbt:r of naval com­
batants th..:y ha1·..: in tht: Indian Oc:..:an. lkc1use of Soviet 
net:ds for naval forces in other higher pr1urity rcgions. there 
may he grounds for sk..:rticisrn that tho.: Soviets h:l\·e many 
surplus nal'al ships lying around th:1t the\ can spare for the 
less impnrtant Indian Oct:an. In anv cas..:. efforts should he 
madc to set: if agreem..:nh 11r understandings Cfn he reached 
:1hout contr11lling military traffic through the SueL Canal. 
Hdore setting firmly on tho.: p:1th to11:1rd a n:1\·al arms race 
in the regiun. the U.S. should ..:xhaustivt:ly oplor..: alter­
native meth11ds uf Cllring with possible difficulties. 

Too much str..:ss has ht:o.:n put on :ilkged hencfih that the 
Soviet L:nion will gain from the r..:upt:ning nf the Suez 
Canal. It should ht: obvious that in terms ul thc stahilit\· and 
ernnomic progress of thc l\1iddle L:1st :ind the lndiJn OL·ean 
r..:gion. the restnr:1tilln uf the Suct link with Eurure will ht' a 
lllllSt hcnefici:tl dn·elurment frnm the p11int of view nf the 
W..:st. It i.; :tlso prnhahlt: that there ''ill he :1n in..:rease in 
Wt:stcrn tr:tdc with and innu..:nct: in c11untrie.s suL·h as 
So111:tlia :111d Yl'111..:11 whcrt: the SP\'iL·ts hav..: mad.: gains 
while the C111al was do1,t:d :111d lsr:10.:I and tho.: .-\rahs 110.:n: so 
hittt:rlv di,·idcd. 
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DEFENSE MONITOR 

Potential Superpower Conflict 

In any case, the U.S. Navy has the capability to move 
into the Indian Ocean in force from the Pacific and Atlantic 
on any necessary occasion. The fact that there have been 
three different U.S. aircraft carriers in the Indian Ocean in 
the past five months demonstrates this. A support base at 
Diego Garcia in the Western Indian Ocean makes 
reasonahlc sense only if significantly incrcasl'd on-station 
deployments in the Indian Ocean arc planned. The need for 
e.\pandcd U.S. naval forces in the Indian Ocean at this time 
is very doubtful. The marginal benefits in efficiency that a 
support base would provide do not compensate for the 
problems created. 

There will also be temptations for friends of the Li .S. in the 
region to try to immerse the U.S. in their local squabbles. 
The dangers inherent in an aband,rnment of the low-profile 
policy by the U.S. in the Indian Ocean are increased 
because the search for int1uence can quickly become a 
matter of defending established positions and privileges. 
which soon become national sernrity imperatives as com­
mitment and involvement grow. 

In 1971. Ronald Spiers, Director of the State 
Department's Bureau of Politico-Military Affairs, cogently 
summed up a restrained U.S. policy toward the Indian 
Ocean which is just as sound today as it was then: 

One reason for caution is the risk-{)f a local connict tur­
ning into a confrontation between the two superpowers. Ex­
amples would be hostility between India and Pakistan, or 
~etween Iran and some of its neighbors such as Iraq and 
Saudi Arabia. An escalation of naval forces would make 
great power involvem..:nt more likely. Some local countries 
fear that they will he dragged into sup..:rpower conflicts. 

"There appears to be no requirement at this time 
for us to feel impelled to control. or even 
decisively influence, any part of the Indian 
Ocean or its littoral given the nature of our in­
kn:sts 1h..:re and the current levd of Sovid and 
Chinese involvement. We consider, on balance, 
that our present interests arc served by normal 
c1>mnH:rcial. political, and military access. 

Senate Resolution Seeks Arms Limitation 
In Indian Ocean 

<1'11, <'IJS<ifl.i'.~~ 

~'' '5•...,.J<a< S. CON. RES. 76 

~f~M· IJ !\•. ]'174 

Hr. l\t""'<rllY ''"' ).1m•<l'lf. \Ir. ('111~· 11. \Ir. ('1.AJoa, \Ir. l.',A.,,..,,,,., Mr. 
ll•·M111w.r. \fr. i'ru. \h. "T"•~-,,. ,,,,j \Ir, 11·'.'FIJ ~11l>r11ir1,.J ll"' 
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Conclusions 

DIEGO GARCIA 

_ The present use of the island of Diego (;arcia for a com­
munications station is reasonable at this time. hut Ii .S. 

: facilities and usage of the island nel·d 1101 bl· expandl·d 
beyond that whil"h exist today. Careful oversight should he 
ex~rcised to ensure that the Navy docs not surrcrtitiously 
upgradl: its facilities on Diego Garcia. Even the com­
munications role may hecorne ohsulcte because of thl: use of 
satellitl:s for communications and the imrrovemrnt of U.S. 
facilitil:s on the west coast of Australia. 

TREATY 

The new agreement on l'Xpansion of the U.S. military base 
at Diego Garcia now being nl·gotiated betwl•en the l J .S. and 
Great Britain is of suffil'ient importance to be a formal treaty 
rather than a simple executile agreement. 

INl>IAN OCEAN ARMS I.IMITATION 

The lJ .S. gmernment has not exhausted the possibilitil·s 
for reaching agreeml·nts or understandings with thl· S1>\frt 
Union and other inrnll'ed countril·s to pn·1ent a na1al arms 
race in thl· Indian Onan. Such ell\lrts should he made. 
perhaps including calling fur a special inti.:rnatillnal cun-

. fcrencc to discuss naval deployments and hascs in the Indian 
Ocean. In addition to the United Statcs and the So\'ict 
Union. Britain and France also h;t\'C naval forces in the In­
dian Oce:.in :.ind could take p;1rt in such a conference. Tht:rc 
arc prcc:edents in the SALT I ~1grern1ent and the llJ72 L.S.­
Sovict ;1grccment on rre\·cntin12 incidents at sea fur entering 
into limitations on na\·al rurccs and use of na\·al furces. 
Possible avenues of limitation include limits on t1ital ton­
nage. limits on the size of ships. limits on sea-h~1scd aircr;1ft. 
limits on numbers or surran:-to-surf'ac:e mi~silcs 1in ships. 
prohibition or bases undl:r the Cllntrol of outside pm1crs. 
and prohibition or nuclc;1r weapuns in thc Indian Occan. 

i\Al.T TAI.KS 

There is an urgent requin·menl for the Lnill'cl Stall·s and 
the SOlil'I Union to han: on·rall discu . .,sions ahout lhl' g1:nl·ral 

na1al arms race het"een them ('ALT talks/. Thi,; ongoin~ 
naval arms race 111;1v he more expensive th:1n the stratc·gic 
arms r~1<.:e. It is n:rtainh 1111ire likch to lead ll' w:1rs. This 
year the U.S. N:.ivy budgcl exceeds that ofthc uthcr two scr­
vices for the 1hird straight year and ,\dmiral Zurm1alt :.ind 
other nav:.il lcaders havc very ambitious plan,; for thc futurc. 
The Snviels, of <.:!)Urse, have also hccn building up th<:ir 
n;1val forces hut have on occasion c.\prcsscd intcrcst 1n cx­
pl1iring the possibilities of nav;tl arms li111it:1tion. 

SUEZ CA,.\I. 
Considl'ration should bl· gilen to rxploring how utili1ation 

of the Sue1 Canal rould be fl·gulated to control milirnry traf­
fic through it. Thl: nature uf contr1ils cuuld he as L'lJ111pletc a:, 
ni.:ulralil'alion or dcrnili1ari1atiun Scnatms Stennis and 
Jackson have expressed interest in thc lJ.S. -.ecking such 
limitations with the SOl'ict lJnion. 

Ol 1. 

A U.S. military huild-up in the Indian On•an does not con­
tribute to an alle1iatio11 or solution to the world l'nerg~ shor­
tage. Military puwcr docs not ensurt: a supply of oil. as re­
cent cn:nts dc1111in.s1rale. lJ..S. rcsuurccs and atlt:ntion 
shnuld he Cllllccntratcd on non-military. murc produ<.:ti\·c 
111c:111s or .'>llh ing l1ing-tl:rrn c111:rg_\ needs. Visions of gun­
hn:1ts and conv1i1·s sh1iuld not distract us frwn more seriuus. 
l1ing-tcr111 appro:1dics. 1 n tcr111s <Jf thc stability and progrcss 
of tlte region. thc U.S. money t<J hc spcnt lln a hig LJ.S. 
naval c-;tahli·il1111cnl in the lndi:1n (Jc'e;111 clluld perhaps 
hettcr he spcnt on assisling in ccunumic den:lopn11.:nt of 
L'<llllltrics 111 •h1: ;irc:i: both the l; .S. and the: wuuld benefit. 

DFPLOY\IL~TS 

In gem·rnl, orrasional patrols from the Atlantic and 
\frdill'rranean 6th Fll'l'ls and from thr l'acifir 7th Fleet into 
till' Indian Ocean "(JUld .,uffil'l' lo sho11 lhl' l :.s. flag and 
militan pn''>l'llt'l' on those n·la1i11:h ran· orrasions "hl'n that 
i.s warranll'd. Thc openinF ol thc Suc; C:in:1l. depending on 
\1lt:1t uintrol-; :ire plaL·ed "n 111ilit;1n· tr:1il1L'. will facilitate 
dL"ploymenh or ,;!tip,; fr1im thc htlt Flct.:t to the Indian Ocean 
and l'c:r,1:111 (iulf. The 1ipt.:11in12 ,,1· thl· C:1nal "·111 also put 
l i S. n;1\"<tl h:1.;cs in 1hc \kditnr:1ne;111 L·lus<:r to the Indian 
Un:;in th:i11 ;1re S1iv1cl h;1>es 111 the Bl:11.:k Se;i 

t>O 1111- IH SSl\~S IL\\ I BASIS I~ TIU. 
I!\ l>L\' 0( L\ V' 

"\\'e h~11e 111 sorl of "all"h thl· word 'hases' ht·n· ht·rnUSl' lht· l{ussians do not ha1t· has1·, Jll'r st·. 
N!'ar .·ld//liral ( ·1iur/,·1 /) (1r11i,·1111. /lircnor. 

/'11/i//<"11- .\/ ili1ur~· /', ,/1c 1· /)ii i1 '"". 

/J1·1>111y Chic/ of .\'111·11/ 01wr11//11111 1 f'/0111 (/I/ii /',,/1".1· 1 

.\Jnri/1 ,,' / 'i /.I 
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CONGRESSMAN HAMILTON OPPOSES nlFGO GARCIA BASE EXPANSIO:\ 

/Jirrc"lnr: 

HON. LEE H. HAMILTON 
OF lNDlANA 

I!' THE HOUSE OF REPRESENT.'\Tl\"EH 

Thursday, April 4, 1974 

••• the sJgnificance of lhis requ~~ rJ 

far ou~weighs ihe $~9 million in the :-:;11p­
pl~mcntal bill. If passed, we would be 
establishing a major military prrse1lC'e in 
:l n~motc area where herctoforP our pn~~­
rnce was rntntmal and our proftle low. 
l·o :-.H·k tacllitics to ::;11pport UiP l'PfHll<tr 

clt~ployment uf a carrier in the Indian 
Otea.n would represent an important new 
type of µresence and would give the 
United s1 ntes new en.pa bi lilies in a J'f'J.don 
half way around the world where every 
So\•lct military move to date has been In 
direct response to someU1ing we IHI\ c 
done previously. 

••• Almost overnight our militar.\ 
involvement in the Indian Orran arr;1 
and the Persian Gulf sec1ns to br l'M'illat­
iug unchecked. On the one hnnd, v.c' nit' 

seeking a permanent bat.e in tile Jn.Uia11 
Ocean and on the other. we continue 1~, 
promote the seemingly unrestricted rtov. 
of annR to states in the Per~ian 011lf 
whrre last year perhaps Upward of fl 
billion worth of nrms were ::.old to Jran 
and Saucti Arabia. Congrc~~s ur~:cntJ:, 
nrcd~ to consider the lmplication..s of t Lt· 
course of a.ctlon our Government i.s tnk­
i11g in the Indi::u1 Ocean and Pl0 :·~;1: 1: 
Gulf arca..<J .••• 

TJ-IE STAFF 

/..',,,,, /lunri/11,n 11 ("hr11rm11r1 nf 1h1· /f11i.q· !"ur1·i~n ,·1/fflif'\ .~'uhc1•nimu1~·~· ,,n 

\,·r11 J.<111 tu11/ .\,,11ih 1-.;,, 1h1· ,,,,/1, < ·,,,,g,..1·1.11111,1/ Co•,1·,1r11~,,· 1·,·1 ,,, Ji,,1J 111 -

iJ,prh h1'i1n11.s:.1 11r IV!4 1111 1'11· /111/;1111 (), n.Jn u11d /)1,·1111 1;1Jr,·w 

I st•e no need to hurry because: 
First. we have no known commit1nent 

in Lile area that WR.rnu1ts prompt action. 
Rf'rond, the Navy admits that there Is 

no rt'lat.lnn:;hip for the foresr.enble ftaure 
of farllities on Diego Garda RilCi tlif'! 

rlf'ed to get supplies to countries in the 
rv1iddlc East should any hostilities war­
rant air!Jfts. 

Thini. the Navy plans for Dif.'(!0 Garcia 
nrc old ones. dr.~iuned in tile 1960~; and 
(Jeft•;tl-<'d rt•peate<IJy within the Detcns.e 
Dl!Jiartmcnt. TI1e 1974 ratlonrdc for thC'se 
old pluns therefore descrvc·s extra close 
att1:ntion. 

Fourth. t.o delete thl.s n•quc'st nnrl wait 
until the regular fl.'""'al ycnr l1.17J Drlt~ll."~ 
bill ls considu·e<l \i,.·011ld 1Tlt·a11 a dt·hlV nf 
only fi to 8 montli~ in con~truttion on t~1e 
bland. 

Fiflil. v.·c no\i: have nnvaJ r-.upf.'riol'llY 
in Uie fndiun Ol'can and 1,1,.•ill have great­
f'r nnval capabilHiei; for the lmmediute 
future, nnd 

Sixth, the nr\lj Jlt1tl.•;h Governmrnt Is 
pref;cntly conslderi11g the Issue CJf wlwth­
l'r to allow rhan•'.CS in the Brili!-h·United 
Slates agn•r.111cnt U\'f'f lht~ 11.<;e of tile· 
bland iii orcler to 1wrrnlt n1!'A' f:il:illth·s. 
It wo11icl bt~ prt.:'T11al11n~ for this body t0 
act !>don; t.IH· 111~i:otbtiu11.'; \.\"lUl EH1:l:111rJ 
arc finalizL"d. • • • 

• • • Since H168. the Sovit·t Onion ha'i 
heen dC'veloping a military cnpabil1tv 111 
the Indian Oc:Nin region and it 110w il<a.<:: 

a permaneont prer-.ence. Uut it i.i, Ull•'leat 
what dlfferer:ce this pre.<.:enr,c mrikr~ aurl 
what thrrats 1l poses to 011r 111tp1c~t,.., 
nnrl to our access to Pen;ian l.iulf oil 
TlJP SO\"il't Union, like the Uidt1·d Slate~. 
has a. permanent presence 111 the area 
a11d t>0lh nrivlcs make port call.'> lfJ mauy 
coui;trie'i on the littoral. The Srn1et;> 
have u. 1rnmrdrally lhrger nurnbt'r of 
ships there. IJUt. with evrn the a;·a11-
f11Jil1Ly o! a cc1rrler from our P.ac1fk Jleet. 
we hn\·e dPftnite na\.':tl tlrcpOY: 1_·r !'IUi•C­
l"lorny. 

The Defense Ui·partment oflers n 
ld;llly rn1 places wbt:"re t.hf! Sonet U111011 

i<> dciin1~ lh111'-!S or ha·; fac:ili111:.<;. But wr 
111w;t lrHJY.. twhlnd "·Jmt tli.P. So·•lf'ts i.rr: 
clo111g- !n Soma!Ja. Hocot.ra, Adf·n. Ii ;1q, 
l\f.1urlti1L'i and BnngJadr~h I v.ould .-)ub-
111it that the SO\.'iets· nav1tl 1n..,·ol\·1~m,~nt 
m hnd nround tile prirt.-, of Uw.<.,e .c:ta:f·~ 
ii. related dJrectly to µrotecttnlit' and 11r 1)­

llHJLlflr.( thL•Jr r>olltlcal int..cre.'itH in tll(I'><! 
rountrieH where they have clo:,t t11-.~,, 

Prc.'>e11Lly·, tht &n·ict Union ctr":".'. 11r)t, to 
rnv k111i-.•:lf·dgr~. h:.t.\'l' :~IJY I.Jase m thr. In­
dian Ocean. 
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ByJ. Sii0uck·HiirgronJe . , , , , · ,· . · .·~• 1 

( ,··•·W~hlngton has· been forced to The Soviet Union enJoys ~ na~·· ,'. .. 
;, · · i : rethink lts mllltary strategy as Sovlet geographic advantage In Euraaia, '' \ ; · 
:· " seapower has grown steadily In the and has been adding to 1t a first-rate 

-.: : r: ,last decade. Amerlcan statesmen are Oeet of subrnarlnes and surface shJpa, 
· ·. turning away from distant ABla to whlch could hope to accompllsh the 
i : . IOC)Jt to thelr llnes of communlcatlon to 1so1atlon of the European subcon· 

•' '· W,estem Europe. ttnent from North American assla· 
iJ ,. •.A hundred years ago Brltairi went tance long enough for the Warsaw 
i µirough a slmllar reappralaal of its Pact forces to make thetr superlor 
f.> '. 1Jrlperlal commltments to a challeflge weight felt from their superlor post· 
io: . of . s1mUar proportions In Centraj Uon. 

f
1·"1 Europe , - .. from Bismarck's Ger· The prlnclpal way for the U.S. to 
l . many .. A brlef glance back wW help to break loose from the geographical 

. ~ unders.tand Washlngton's problem of constrlctlon threatened by the Soviet 
in .~Y: . . superiorlty In. naval sh!ps ts to build 
~·I '"·:~"Jn .the 1870's, Brltaln was at the new shlps that can compete at an 
1~ :;helghtofttspower.BenjamlnDlsraell equal level with sh1ps In the Soviet 
~ l; W~ Prime Mlnfster. He preached Oeet. , , 
~: q1,~ta1n's world responsiblllties a~ As 1t stands the Soviets have taken 
;a·I J~ppo~ties. . . the lead in introducing many clasaes 
'.l, ,,. i.:But D1M9.ell .was challenged, and of submarines and surface ships 
:a. (.~rougl)t down, by Gladstone and hls whlch far outstrip most U.I:). shlps on 

.. l:P. ".·!.~µ. t~e Englanders" who were not the ways 1n weaponry (combat capa· 
"~W Jf!Olatlonallst, but who were reacting butty l. not to speak of out-performing 
·.,ftjf.~},ranc .. e's sudden defeat by Ger· the designs of other NATO nations. An 
)\ '.:many. As liberal cabinets succeeded example of U11s momentum may be 
j;;.~ ·~'!I-Ch ~ther, Britain cut down on far·oft seen 1n the new Krivak class of 
:u1 ; .. commitments to bejter balance Ger· destroyer whlch crams more kinds of 

~
' 1'& ''.':nl.any's rising power. As the wiser air, surface and subsurface weaponry 

j ,. h'and of Bismarck was removed from into a 8,400-ton hull drlven with 
1 >Uie helm of German foreign policy, 1n modern gaa turbines than the U.S. has 
~ ·1890. England Increasingly worked to been able to plan for its unf1n1shed 
f f0«ue Its power 1n the North Sea. The 7,lOO·ton Spruance class equivalent. 
! (volatile Kaiser's decision to expand Similarly the Kresta and Kara class 

~} .,hls small navy into a flrst·rate fleet cruisers make Amerlca's DLG coun· 
;;(i' ; ~Ufled Brltaln to form an alllance terparts look conspicuously 1nsip1d. 

1
!. ..wtqi Japan 1n 1902, to wrlte a naval In submarines, the Sovteta have 
, , agreement with France 1n l!IOll, and to designed and put to sea five new 
. concentrate the Royal Navy tn home classes of ·nuclear-powered attack 

t .. -~wAtP...... boats to one American. and 1n num· 
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trul--ltDYllil Navy in home lasees · nucl ck 
wa rs. . · .. : ' · · · ts to one . , and 1n num· 
... Tooay, behind" the · ~urrent SALT · ,,: btlr8 they_ ootbulld the U .s. approx!· 
and force reducUon. negoU&Uona fu mately three· to-one. , . . ... 
Vienna, aa in the historic evolution of It wW be necessary to exploit the 
the triple entente, there looms . a opportun1Ues ottered by detente gen. 
backdrop of great fleets trying to ·· erally,. and the arms control talks 
reform on the one hand, and new apec1f1cally, to en&Ure that con· 
fleets strongly contesting their' pre~ v'entlonal, limited attacks on NATO 
eminence on .the other. The raising or territory do not become plausible or 
armies on the conUnent has never desirable alternatives to nuclear war. 
alone 'been sufficient to endanger For lt is' the Soviet naval expansion 
successive AUantlc alliances. It has and not nuclear numerology which 
been the combination of a big army in has caused the instabillty in Europe. 
Europe and a powerful navy based on U.S. arms control representatives 
the continent which has threatened should fasten their attention on th1a 
such maritime coalltlons as the triple · issue. 
entente and the North Atlantic Treaty The U.S. should also take steps to 
Organization. smooth differences in the NATO al· 

In domestic politics, the simllar1ty Uance rather than inflame them. Aa 
of the two eras can be seen in the wisdom prevailed in Britain over im~ 
debate between the supporters of Sen. p~_r.1al pride at the tum Qf the century, 
Mike Maitsfleld, who wish to extricate an American effort should be made to 
the United States from foreign obllga· secure the friendship of the nauona it 
Uons, and the internattonallsts of both needs to help conduct its own defense. 
parties. The supporters of a one-sided Canada, Iceland,. arid France should 
cut in 'American forces in Europe appear at the top of the U.S. list for 
repres_ent the same stream 1n Amer'. . dlplomaUc initiative, while' secondary 
ica.n history evident in Liberal pol· considerations . such if.a those ot the 
lcles from Gladstone to Asquith 1n Indian Ocean should be assigned their 
British history. However, there Is one proper place. 
difference. The Liberal Party did not 
add to their view of British foreign 
and defense policy a disregard for the 
challenge of Germany expressed in 
the building of a large fleet. · 
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Mr. Snouck-Hurgronje Is editor, 
U.S. Naval Institute, Annapolis, 
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Gw(:ndolyn Stcwnrt 

Galbraith: Style, wit and sensihlc radicalism 

ECONOMICS AND THE PUBLIC PUB· 

POSE. By John Kenneth Galbraith. 
83'4 pages. Houghton Mifflin. $10. 

There seem to he at least three.John 
Kenneth Galbraiths: Galbraith the states­
man (former ambassador to Indfa), Gal­
braith the satirist ("The Maclandress Di­
mension," written under the nom de 
plume Mark Epemay) and of course 
Galbraith the economist ("The Aflluent 
Society," "The New Industrial State"). 
When Galbraith employs his mordant 
wit and elegantly yenehant style in the 
service of economics, his more conserva­
tive colleagues react as if he were in­
deed an unholy trinity. 

Galbraith knows that economic sys­
tems are supposed to reflect reality; he 
also knows that ours does not. His books 
have been searching efforts to separate 
economic fact from theory. In his new 
book he has found what he has been 
lookiug for-and he has left the economic 
land~cape littered with myths, especially 
the "neoclassical" theory of the open, 
competitive market. 

Basic to Galbraith's new economic sys­
tem is the recognition that power resides 
more and more with the "planning sys­
tem" (the 1,000 or so large corporations 
that account for more than half of the 
gross 11a tional product) and less and less 
with the "market system" (farmers, re­
tailers, the small-business men who op­
erate the nation's service industries). The 
powerful pla.rming-systcm bureaucracy 
both complements and influences the 
governmental bureaucracy. What Gal­
braith calls "bureaucratic symbiosis" has 
devdoped between the huge corpora­
t ious and government agencies. And by 

94 

manipulation and persuasion, the "tech­
nostructurc" -the scientists, engineers, 
lawyers and lobbyists who run the corpo­
rations-convinces the supposedly "sover­
eign" consumer that corporate and public 
policy are one and the same. 

The result of this blurring of public 
and corporate interests, argues Galbraith, 
is that we have missiles and moon shots 
but too little housing and too much dirty 
air. And all of the exploitation of the 
market system by the planning system, 
all of the fancy technology is not em­
ployed merely to "'maximize" corporate 
profits. "The primary affirmative purpose 
of the technostructure," Galbraith writes, 
"is the growth of the firm." That steady 
economic growth has been accepted as 
a "convenient social virtue" is undenia­
ble. 111at it is also responsible for pollu­
tion, enviroumental assault and inflation 
becomes clearer with each smoggy day. 

Nor docs Galbraith overlook the role 
of the housewife in the planni11g system's 
scheme. A wife in the U.S. economy, he 
says, is converted into a "crypto-scrvant" 
who administers the consumption of end­
less artifacts she is persuaded she cannot 
live without. Dut the current reality of 
women's lib reflects a growing aware-
11ess of the predicament. 

If Galbraith is certain that the people 
arc heiug exploited Ly a planning sys­
tem whose interests run increasingly. 
cou11tcr to their best interests, he is just 
as blunt about what is required to recti­
fy the situation-"a new socialism." This 
socialism demands various actions: 
• Set up "full organization under public 
ownership" of the weak parts of the mar­
ket system-housing, medical care and 
transportation. 
• Encourage small-business men and 
firms i11 the market system to form trade 

associations, with governmental regula­
tion of prices and extended coverage of 
the minimum wage as well as a major 
increase in the amount. 
• Aba11don the unrealistic goal of full 
employment and institute instead a guar­
anteed or alternative income for those 
who cannot find satisfactory work. . 
• Convert "fully mature corporations" in­
to fully public corporations. This would 
mean public purchase of stock for fixed­
intcrest-bearing sccmitics so that capital 
gains would accrue to the public treas­
ury. Such public corporations as He­
nault and the Tennessee Valley Author­
ity are nrn this way now . 
• Also co11vcrt large specialized weapons 
firms doing more tha11 half their business 
with the government i11to full public cor­
porations. "The large weapous firms are 
already socialized except in 11ame" -e.g., 
Lockheed and General Dyna111ics. 
•Impose a public authority to coordi­
nate diHerent areas of the planning sys­
tem. Thus the promotion of electrical 
use by appliance firms will not run ab­
surdly ahead of the utilities' ability to 
supply electricity. 
• Establish "a special presumption" in 
favor of public support of the arts .. 

Admittedly not a "revolutionary," Gal­
braith allows that all this will conie about 
only through political processe.s-once 
politics itself is emancipated from the 
grip of the plan11ing system. Since he 
believes the Republican Party is "the 
instrument of the planning system," Gal­
braith's hopes repose in the McGovern 
wing of the Democratic Party. Will Gal­
braith's ideas, which may be "radical" 
but certainly sound sensible, work? May­
be time will tell. But John (;albraith 
sounds like an idea whose time has come. 

-ARTHUR COOPER 

Dead or Alive? 
ART AND THE FUTURE. By Douglas 

. Davis. 208 pages. Praeger. $20. 

"Art is dead," proclaimed the poster at 
the International Dada Fair in 1920. 
kLong live Tatlin's machine art." Nowa­
days the cry that art is dead is much 
inure likely to come from the proponents 
of traditional ·art, a dwindling bastion 
surrounded by the ever-spawning succes­
sors of Tatlin and other innovators of 
twentieth-century art. Despite today's 
near-instant communication, most of the 
"public," at least in the U.S., is really 
unaware that what they still think of as 
"art" is a minority activity. Painting and 
sculpture, in the sense that most reason­
ably cultivated people think of them, are 
indeed, for all practical purposes, dead, 
replaced among young artists all over 
the world by myriad activities closely 
involved with new science, technology 
and philosophr. 

This state of affairs has given rise to 
increasingly acrimonious debate among 
critics, a debate that Douglas Davis is 
not too far out in l'haraderizing as 
largely "generational." :\s NEwswEEK's 

Newsweek 

.i 
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· SEEKING A NEW ACCOMMODATION IN WORLD COMMODITY MARKETS 

I. INTRODUCTION 

The subject of this report is access to supplies of commodities as a 

policy issue in international ec'onomic and political relations. In contrast to 

many of the issues that now preoccupy the international community, recognition 

of access to supplies as a distinct problem area has arisen with dramatic sudden­

ness. Heightened awareness of, and concern over, this problem accompanied the 

sharp increase in the world oil price brought about by the actions of the OPEC 

cartel and the worldwide emergence of general inflation rates that are unprecedented 

in modern peacetime experience. 

Historically, policy issues that arise quickly and dramatically tend 

to lack permanence and some commentators have argued that this is likely to be 

the case with access to supplies. It is true that earlier this year there were 

signs of some relaxation of concern over this issue as widespread commodity 

shortages gave way to excess supplies in the face of the most serious economic 

recession of the past forty years. The prices of many commodities had declined 

significantly from the peaks achieved last year or early this year', and further 

downward pressure on prices was being exerted by depressed demand conditions. 

It now appears that the low point of the current recession has passed, 

with positive rates of growth slowly being restored in several key countries. 

Yet, even while the world economy struggles along in the early stages of recovery, 

a resurgence of price pressures for certain products and the threat of another 

round of' oil price increases are contributing to fears that economic expansion 

will be cut short by an early re-emergenc'e of commodity supply problems. 

It is argued in this report that it would be a mistiike to focus excessively 

on the access to supplies issue as a short-term, cyclical phenomenon, even though 

cyclical fluctuations have magnified, and probably exaggerated, the problem. 
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The full dimensions of the problem are still unclear, but the task facing the 

international community in general, and the Trilateral countries in particular, 

if they are· to respond constructively and intelligently to this issue, is as complex 

and demanding as any now being confronted. In fact, access to supplies is npt an 

issue that should be isolated from others now facing the international community; 

it reflects, in large measure, the failure to achieve within national policies and 

international organizations the. kinds of attitudes and mechanisms that are essential 

to achieving and maintaining stability in a highly integrated world economy. 

As an introduction to this report, it is important to define carefully 

two terms that will appear frequently -- commodities and access to supplies. 

Commodities. The term "commodity" will refer to all primary products 

that enter, or that could enter, into trade runong nations. Commodities are often 

subdivided according to a variety. of criteria, but no single set of conventional 

criteria has proven fully satisfactory in a policy context. For example, the 

distinction between products that are based on "renewable" or "non-renewable" 

resources may give the impression that renewable resources are infinite while non­

renewable resources are close to being exhausted. In fact, at current prices many 

non-renewable resources (e.g. iron ore and bauxite) are in great abundance in 

relation to anticipated demand during the foreseeable future, whereas other resources 

in this category t.hat are. in potentially tighter supply can be "recycled" for 

additional use or can be substituted for by using alternatives in the production 

process. In contrast, some renewable resources (e.g.', arable land and fresh water) 

are being exploited so intensively :Ln certain regions of the world that they can 

be said to be in short supply in relation to demand. 

What ultimately differentiates primary products from other products in 

the international economy is that: pri~ary products require resources for which 

there are natural iimits on the total quantity available, although output from these 

finite resources can be expanded by increased use of labour, capital, and 
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technology; and the'distribution of these natural resou.rces a~o~g nations is very 

uneven, although trade in the primary products produced from these resources can 

overcome imbalances between domestic demand and supply. But commodities differ 

in terms of potential supply, the cost and time involved in expanding supply, and 

opportunities for substitution in consumption and production. It is therefore 

important, from a policy standpoint, to bear these differences in mind and to treat 

each commodity on a case-by-case basis. Furthermore, any general framework for 

dealing with commodity policy issues must be sufficiently flexible to allow for 

these differences. 

Access to Supplies. The term "access" will refer to the conditions that 

determine the volume of, and the price for, commodities that are available for trade 

in international markets. Access issues arise in the context of restraints on the 

development of new supplies, discriminatorytreatment among nations in the marketing 

of available supplies, and artificial determinants of tne form in which resources 

are exported (i.e., the ~tage to which they are processed prior to shipment), as well 

as with reference to the more traditional forms of general supply restraints such 

as export quotas and levies. 

Unrestricted access to supplies would mean that the price for a commodity 

would be the same in all countries, except for transport costs, and that this price 

would be determined, over time, by the cost of bringing additional sources of 
\ 

supply onto the market. 

Access to markets. is as importa~t from the standpoint of producers as 

access to supplies is from the standpoint of consumers.. In the case of the former, 

unrestricted access would mean an absence of artificial barriers to the sale of 

commodities at the prevailing world price and to the processing of the primary 

products involved into more sophisticated, and valuable, forms prior to export. 
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This report will be divided into three main sections. The first 

outlinesthe various factors that have created, or that may create, access to supplies 

problems in international economic and political relations. The second section 

considers the alternative approaches that might be adopted by nations, either in­

dividually or collectively in response to these problems and evaluates the probable 

consequences of these approaches. In the third section, recommendations are made 

for policy initiatives that would represent a constructive international response 

to access to supplies problems. In keeping with the perception that this issue has 

a number of dimensions that must be related to the broader challenges facing the 

international community, these recommendations are fairly wide-ranging, covering 

the topics of commodity price stabilization, international trade and investment 

reform, aid to less-developed countries, and the systematic collection of information 

concerning world commodity developments. A final section summarizes the conclusions 

and recommendations of the report. 

The basic theme of'this report is that there must be a new balance of 

responsibilities in the international economic and political system and that this 

new balance will require changed perceptions and attitudes as individual countries 

seek to accommodate national objectives within an increasingly integrated world 

economy and a natural environment that is creating more demanding challenges and 

constraints. On the one hand, the developed countries, especially those represented 

in the Trilateral regions, must adopt a more conciliatory and enlightened approach 

to the needs and aspirations of the less-developed world if conditions for stable 

and sustainable economic growth are to be achieved. On the other hand, the less­

developed countries, and particularly those that are commodity producers, have a 

responsibility to respond cooperatively to the initiatives of the developed nations 

to create the kind of stable trade and investment environment needed to promote 

global expansion and prosperity. And all nations have a responsibility to ensure 
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that the world's finite resoiJ.rces are utilized more efficiently so that prosperity 

today is not achieved at the sacrifice of the well-being of future generations. 

This is not a report of pessimists. It looks to the future as a challenging 

but potentially exciting period in which new opportunities will arise for the 

efficient use of the world's natural endowment of resources in ways that are con­

sistent with greater equity in the distribution of the benefits from this endowment. 

At the same time, this report does not reflect unguarded optimism about the political 

will of nations to respond affirmatively to these new. opportunities. If the inter­

national community waits to act until the full dimensions of the challenges it faces 

are clearly visible, it will be too late to avoid the harsh consequences of allowing 

these challenges to remain unmet. 

II. THE ROOTS OF A SUPPLIES PROBLEM 

The purpose of this section of the report is to provide a precise frame­

work within which to discuss the various dimensions of the access to supplies problem. 

This framework is essential for purposes of evaluating concrete policy issues and 

alternatives. The discussion is cast in terms of different types of shortages, since 

it is only in the context of a shortage that an issue can be described as involving 

an access to supplies problem as such. At the same time, it is recognized that 

shortages represent a problem from the perspective of consumers. To balance the 

discussion, each of the types of shortages will also be examined in terms of the 

issues they present from a producers' standpoint. 

The term "shortage" has been used in a variety·of contexts. Depending 

u~on the specific context, a shortage may mean supplies are unavailable at any price, 

or that prices have increased sharply in relation to what they had been in the past, 

or simply that prices are rising gradually over time in real terms (Le., that they 

are increasing more rapidly than the general rate of inflation). For the purposes 

of this report, attention is focused on the causes of shortages and these causes 

have been divided into four general categories, each of which will be described in 
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turn -- natural, cyclical (or temporary), structural, and ·contrived. 

1. Natural shortages are observed when the costs of obtaining additional 

supplies of a conunodity are rising persistently over time .in real terms (i.e., in 

terms of the units of other resources required to produce a unit of the commodity). 

Any finite resource is a potential candidate for natural shortages, but such short­

ages only emerge in fact when demand can no longer be supplied except at risinc; real 

costs, taking into account opportunities for substitution of alternative resources 

to meet this demand. 

There has been, in recent years, a renewal of interest in the issue of 

natural shortages, based on highly publicized forecasts that the world is "runninc; 

out" of essential resources. This issue has been the most difficult faced in pre­

paring this report. On the one hand, forecasts of the imminent exhaustion of 

critical raw materials have been made throughout history yet the discovery of new 

sources of supply and improvements in technology, con1u_;_ned with the process of 

resource substitution, have thus far enabJedeconomic growth to proceed without 

serious constraints being imposed by the ultimate finiteness of the world's resource 

base. In fact, the "resources problem" has traditionally been perceived as one of 

deteriorating terms of trade for raw materials, creating a "vicious circle" in the 

economic development of nations heavily reliant on raw material exports for their 

foreign exchange earnings. 

On the other hand, there are considerable risks to simple extrapolation 

of past trends indefinitely into the future. Exponential rates of growth in 

population and economic activity have created massive demands on the world's supply 

of natural resources. Technological advances, discoveries of new supplies, and 

the substitution process continue, but in discrete Jumps that are not always well­

tL~ed in terms of the needs of the highly complex, and fragile, modern world economy. 

And nations have been severely penalized for assuming that resource supplies can 

always be expanded indefinitely at a constant cost (e.g., the case of natural ~as 
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in the United States). 

To economists, the issue of natural shortages can be analyzed through 
' 

careful empirical researc9, although any forecast based on such research will be 

subject to challenge on the grounds of the assumptions made. To the policy-maker, 

however, the perception that a problem exists is at least as important as ti1e fucts 

of the case. There can be little doubt that there is a widespread uneasiness a-om;c 

the future adequacy of resources, particularly in the advanced countries of -c.he w0~·1c., 

which are consuming resources at a prodigious .rate. 

This uneasiness could lead to a struggle to secure, or to preserve, 

available supplies of resources. Nations with indigenous supplies would be teir.,)tc'~ 

to hoard. them for their own future use; and nations without ·these supplies rni{r,i1L ,,,_. 

forced to conclude whatever arrangements they could to secure them, whether or :101_, 

these arrangements were compatible wit.h existing international rules and. ob_._igat~ons. 

Furthermore, a perception that widespread natural shortages exist or are on tile near 

horizon would give producer nations exceptional leverage in the international economy, 

a leverage that could be used constructively or destructively depending on t.he goais 

pursued. 

There is inadequate information at present to determine the extent to 

which natural shortages in fact present a problem in international relations. 

Sharply higher prices for a variety of raw materials do not provide satisfactory 

evidence of natural shortages, since other factors discussed below may be t.r1e cause. 

Indeed, one would tend to expect natural shortages to produce gradual increases in 

prices over time rather than the kind of drainatic, and erratic, increases observed 

in recent years. 

Most of the research that has been done on this area suggests that there 

is little imminent danger of exhaustion of the world's resources, although the 

problem appears to be more serious the further out in time one looks. This research 
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is not totally convincing, however, since it has pr~ven difficult to attach reliable 

cost estimates to finding and/or developing additional sources of supply that are 

thought to exist in relative abundance. Furthermore, our knowledge is inadequate 

concerning the possibilities for, and the consequences of, substituting other 

resources for those in short supply and the feasibility of future technological 

advances. 

Even if natural shortages should prove to be a near-term problem, this 

problem need not confront the international community with insurmountable difficulties. 

For example, the strategy of keeping resources "in the ground" in anticipation of 

higher prices in the future becomes a rational decision only if it is assumed tnat 

there are no opportunities for employing the revenues generated from the sale of 

these resources at a higher rate of return. Such an assumption, however, involves 

a logical contradiction to the extent that, for example, opportunities exist for 

developing lower-cost substitutes for those resources ror which there are natural 

shortages. The issue then becomes whether producer nations are able to participate 

equitably in those activities generating the higher returns. 

Having said this much, it should be recognized that not all aspects of the 

natural shortages issue can be argued away so easily. Two examples will illustrate 

the point. 

First, it is by no means clear that current market prices provide a 

completely accurate reflection of the future scarcity value of resources. It is 

quite possible that a bias exists in favour of rapid development of natural resources 

for the current generation at the expense of future generations. The kind of policy 

issue to which this situation might give rise would be illustrated by a producer 

nation choosing a slower rate of resource development because it felt that a greater 

preference should be given to the needs of future generations of its citizens than 

that indicated by current international market conditions. (Technically, this would 

imply that the country was discounting the future at a lower rate than that used by 
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,_~ other countries. ) 

Second, an individual producer nation will perceive the exhaustion issue 

quite differently from the international community as a whole. ·once that nation's 

resources have been fully exploited, it has to rely on other means of providing 

for its economic needs, even though additional sources for supplying these resources 

may be readily available to the international community. Arguments to the effect 

that natural shortages are not a very serious issue will carry little weight with 

that nation unless it is able to use the revenues from the sales of its resources 

to develop a viable economic base for the time when those resources have been 

J. exhuasted (or, in the case of "renewable" resources, exploited to their physical 

limit). 

In short, while it may be appropriate to treat concerns about natural 

shortages somewhat skeptically, at least in a current policy context, t~ese concerns 

represent widely held perceptions and potentially serious problems for individual 

'" producing nations with an excessive concentration on resource exports and the future 

f. 

generations whose needs are not directly represented in the marketplace. 

2. Cyclical (or temporary) shortages involve imbalances between supply 

and demand that can be expected to reverse themselves with the passage of time. 

Commodity markets have historically been subject to pronounced fluctuations. In 

recent years, however, these fluctuations have raised increasingly important 

international policy concerns for at least three reasons. 

First, the major national economies of the world have.been experiencing 

a greater similarity in the timing of their business cycles than in the past. As 

a result, commodity producers have found it more difficult to balance the impact of 

declining sales in some markets with rising sales in others, so that price fluctuations 

have been magnified. 

Second, the incidence of "temporary" factors affecting commodity supplies 

·' appears to have been increasing. Adverse weather conditions, for example, have 



- lo·-

plagued agricultural output in different parts of the ~or.ld with disturbing 

regularity, and ~orkstog:iages have become a prevalent.factor affecting supply 

conditions. Because of the increased integration of the world economy through 

trade, the vulnerability of all nations to the impact of these localized temporary 

phenomena has grown. 

Third, institutional changes have t,ended ·to produce a situation in which 

.it is. much easier to reverse the impact of cyclical (or temporary) shortages on 

quantities supplied than on prices. The trend toward the incorporation of cost-

of-living clauses in wages and other forms of income, for example, means :that higher 

:price.s rarisihg from .shor,t-.term '.ShQr:tages t.end,-. t.O_ "be.COytle _imb<;!ddetj, into p_er,n1,aneritly 

higher costs of production. A related problem is that these shortages giv;~-;r,ise 

to temporary .. "windfall gains" as highe.r I_)rices ration availal?le .. supplies. There is 

_,, . ·aL.tendency ,for "governnients .to: perceive· t·hese windf!ills ~as-being more.long t_erm than 

·,they ·are, and.efforts to capture-.these wi_ndfalls(e.g.,,. 'vn-r-ough higher royalt;i.es, 

··· ; again have the ,effect.;..of :making production costs permanently higher).· 

Shortages in: this category. have raised a number: :of international poli~y 

\ ,iss~es ... · Pro.duc~ne?; n~t.ions, espec_ial_ly. those. ~n the deyelope_d world, have placed 

var.ious .. form::; .. of restraints 9n e){ports ,in an; atte'.TI_pt ;to _sh:i.e~_?- domestic c.o~.sum~rs 

. rrom -~he .f'.ull!,br:i11:~::.of the FE!~uce.d. ~\fJ_)Pli~s and ~ighe,r J?rices cau_sed. by the,~-~: 

shortage_9,. . Consuming .nations,,. again .especi.ally _those. in the -Cl.~veloped world., have 
-·'·"- - . ' .. _. - ., .. , . '' -·- ···' .. ·- . - .. . ~ .. -·- .. . . . - . ' . '·' - - .. . , . .. ; ~ .. , 

P.attern::>~ py b,idding uri prices anQ., ey~n .. t on ,oc.casion,_ to. accumulate inventories in 

anti.c:.:iJ>J~t;i.op of f\1:ture .. shortages, there.by adding to t_r_e. iri_s:tf3:l:>i~i ~X ~f H.~mmodi ~Y 

developed nations. As consumers, they have been unable to obt8iin;. rl:l.sieql.1-a:j:.e, m..~aps of 
• .L...J,-:;J, __ ..L.• .... d .. UJ..- ,.J.._,_,,\_; -· .JJ::.•l.;. 
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during which they usually get only a portion of the windfall gains from the high 

prices, are almost inevitably followed by periods of glut ar.d low prices, and these 

sharp fluctuations play hayoc with their export earnings and their development 

plans. 

3. Structural shortages reflect a variety of factors that frustrate the 

expansion of supplies that would otherwise be possible. Once the types of problems 

outlined here are recognized as having a significant effect on the availability and 

price of important commodities, policy initiatives to correct them can be anticipated, 

~ but these initiatives are likely to_ take a fairly long time to produce concrete 

results. Therefore, shortages in this category will be of longer duration than 

cyclical shortages, but not as permanent as natural shortages. 

One of the major causes of structural shortages in the extractive 

industries is an unattractive investment environment. On the one hand, the 

financial resources that must be committed to finding, developing~ and delivering 

new supplies of these products have risen dramatically as low-cost sources close 

to markets have been depleted and as inflation has borne particularly heavily on 

the inputs required for these projects. Moreover, a characteristic of many of the 

new technologies for expanding resource supplies is that the period between the 

time large expenditures are made and the time that earnings start to flow has been 

extended considerably. This problem is compounded when new transportation 

facilities must be provided to bring the output of these projects to market, as 1n 

the case of the Alaskan oil and gas undertakings. 

On the other hand, the risks associated with these investment projects 

have also increased. The chances of these projects being expropriated has risen 

-· in the current world political environment, but there are more subtle risks with 

c which companies must be concerned. For example, the high profits that are the re­

s ward for success in the development of new supplies are increasingly vulnerable to 
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higher truces and royalties while, at the same time, companies are still expected 

to bear the costs of unsuccessful exploratory activities. These exploratory 

activities, in turn, have increased massively in cost since the days of the lone 

prospector and the independent "wildcatter." Another type of risk involves the 

problem of projecting prices (and costs) that can be anticipated over the life of 

a project in the current unstable market environment. A key dimension of this 

problem, which is seen most clearly in the case of petroleum, is that a growing 

spread between production costs and price gives rise to the possibility that 

prices will be undercut, thereby placing a project that had appeared profitable in 

jeopardy. 

Another cause of structural shortages is delays in the policy decision­

making process. Environmental concerns, even though often quite legitimate, fears 

about the broader economic effects of a major resource project (e.g., in terms of 

its demands on regional labour markets or its effects on the exchange rate), and 

bureaucratic inertia have combined to retard the investment process. 

In the same vein, jurisdictional disputes and uncertainties are re­

sponsible for additional delays. Companies seeking offshore drilling licenses 

often confront two or even three jurisdictions claiming authority in the area 

(e.g., on the continental shelf off the east coast of North America). And in the 

case of the deep sea bed of the oceans, where massive quantities of certain minerals 

are located, companies as yet have no one to go to for licensing authority. 

This list of the causes of structural shortages could be expanded con­

siderably to include factors such as controls on prices that yield returns that are 

too low to attract financing for a new investment, inadequate flows of savings into 

resource projects because, say, of preferential lending rates for competing uses of 

funds, income support programs that provide disincentives for workers to seek 

employment in the remote areas where resources are to be'found, a failure to provide 

the transportation and related infrastructure required to open up new regions for 
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de-velopment, etc. 

While the nature of the causes of structural shortages varies, both 

in kind and in degree, among commodities, the most general causes are major changes 

in the complexity of the investment decision process and an environment for resource 

investment decisions that fails to reflect adequate concern for supply problems. 

4. Contrived shortages result from systematic efforts aimed directly at 

increasing the margin between price and production costs. Such efforts may be 

initiated by governments in producer nations or ~y private firms with sufficient 

market power to control supplies. Although it is recognized that the market power 

of private firms must pe treated as an important policy issue, especially from tnc 

perspective of producer nations, it is unlikely that the exercise of this power 

would lead to the kind of sudden, sharp increases in price that have caused concern 

' in recent years. Increases of this sort are more characteristic of the exercise 

of "commodity power" by producer nations (e.g., the case of OPEC), and it is this 

issue that will b_e examined here. 

The success of the OPEC cartel in enforcing a dramatic increase in t11e world 

oil price has led to similar efforts in other commodities and will undoubtecl~y lead 

to more, particularly in the absence of constructive international responses_ to the 

needs and aspirations of commodity producing nations. At the same time, there o.re 

limits on the power of producers to restrict supplies and raise prices ar~ificiaJlj. 

These limits are determined by the cost of bringing new sources of supply into 

production, by substitution of alternative means to satisfy resource needs, a.ncl oy 

the ability of consumers to moderate their demands in response to higher prices. As 

a practical matter, these limits place fairly narrow restrictions on the actions 

of producers of most commodities; the OPEC experience should be regarded as a unJ_que 

situation rather than as a general rule. 
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Contrived shortages ~ay, however, work for a period of time, during which 

considerable disruption may be caused in consuming nations. But after that period 

of time, when effective response becomes possible, producers are likely to find that 

they have achieved short-term gains at the expense of long-term sacrifices. 

Why, then, are attempts aimed at bringing about contrived shortages being 

pursued? A narrow economic interpretation of this issue would relate it to the 

perception that natural shortages are in fact a near-term, and widespread, problem. 

If this were the case, although the position of this report on the question is one 

of skepticism, resource supplies withheld from markets today could find a ready 

market, at even higher prices, in the future. This line of reasoning is likely to 

be especially persuasive to those less-developed countries that are heavily reliant 

for their export earnings on a narrow, and dwindling, resource base. 

In order to appreciate fully the nature of the contrived scarcities issue, 

though, it is essential to consider it from a broader political context. On the 

one hand, the resource-~roducing nations of the less-developed world can point with 

frustration and anger to the fact that the disparities between the living standards 

of the rich and the poor have been expanding even while these producers are selling 

off the resource that constitutes their main source of export earnings. 

On the other hand, the less-developed world finds that it has new sources 

of power to disrupt the increasingly fragile world economic and political environ­

ment. One of these new sources of power, no matter how limited it may be in the 

long run, is the ability to undermine, at least temporarily, the delicat.e balance 

that exists between surplus and shortage in the high-consumption nations of the 

world. It is unrealistic to suppose that these new powers will not be used if that 

appears to be the only option for achieving progress in reducing disparities in 

income and opportunities. 
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III. ALTERNATIVE POLICY APPROACHES AND CONSEQUENCES 

Although an effective policy response to the access to supplies issue 

must address all of the problems reviewed in this section of tt.2 report, the need 

to find a new accommodation between the less-developed and the developed worlds 

lies at the heart of this and other current issues in the international system. 

Consider first the nations comprising the Trilateral Group. Canada, a 

major net exporter of a variety of primary products, will clearly tend to view 

access to supplies issues differently than Japan, which relies on imports to meet 

the vast majority of its primary product needs. While the United States must 6.epend 

increasingly on import~ to satisfy its requirements for certain primary products, 

it still possesses ample supplies of many resources and is a major exporter of certain 

important commodities such as grains. Europe is more reliant, in relative terms, 

on primary product imports from the United States, but the European Community has 

established reasonably constructive arrangements with former colonies, including a 

number of important producer nations. 

While there ar3 these significant differences among the Trilateral nations 

in terms of resource vulnerabilities, similarities within this group should not be 

minimized. Existing trade patterns and links have brought about a substantial 

degree of integration of these economies, and the entire group would be. affected 

adversely should any of them be subjected to protracted dislocations because of an 

inability to obtain essential commodity supplies. 

Among the developing nations outside the Communist Bloc with significant 

export potential in primary products, emphasis will be placed on obtaining the most 

favourable terms for their resources. This objective need not involve irreconcilable 

conflicts with consumer nations regarding access to supplies issues, as long as there 

is progress in providing these countries with greater opportunities to diversify 

their economic activities and to improve, or at least to stabilize, their terms of 

trade. If appropriate initiatives are not forthcoming, however, nations in this 

group can be expected, to try to use whatever power they can generate, including 
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that of coordinated action, to force these initiatives. 

Net commodity importers among the less-developed nations are particularly 

vulnerable with respect to restrictions on access to supplies. They require primary 

product imports for subsistence, as well as for development purposes. As a result, 

these nations are likely to be susceptible to bids to join in efforts to restrict 

the supply of any product to exports they may have or to otherwise secure the means 

of payment for their import needs. 

The perspective of the Communist Bloc nations on access to supplies 

issues has two basic dimensions. First, the former isolation of these nations, 

arising from the goal of sustaining the maximum possible degree of self-sufficiency, 

is giving way to a greater degree of integration with the broader world economy. 

Second, instability in world commodity markets provides the kind of environment 

within which the political objectives of the Communist Bloc can be advanced. .It is 

difficult to know how this bloc will ultimately balance its economic and political 

interests, but efforts must be made to bring these nations into the process whereby 

a new accommodation in world comm?dity markets is sought, given their increasing 

involvement in these markets. 

There are essentially two main paths that ,might be followed regarding 

access to supplies issues -- conflict or cooperation. The potential consequences 

of conflict are so serious that some form of cooperation will alihost certainly be 

worked out, and this is the spirit in which these issues are now being addressed 

in the international policy forum. The crucial question remains, however, of whether 

this cooperation will be based on a grudging acceptance of the inevitable or on 

a perception that the time is now appropriate for bold new departures in the way 

the international community approaches its economic relations and problems. 
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The costs of conflict are easily documented. Options for unilateral 

action by commodity importers would be limited and costly, but such options certainly 

exist. Stockpiles of materials might be accumulated in the hope of easing the 

burden of prospective shortages on the domestic economy, but only at the expense 

of placing further pressures on world commodity markets. Vigorous conservation 

measures might be adopted to restrict demand, but at the sacrifice of livinc; 

standards and economic expansion. Domestic production of substitute sources of 

supply might be subsidized, but at the sacrifice·of efficiency and thus real incrnne 

levels. And efforts to retaliate against nations restricting supplies might be 

attempted, but such efforts would not be very successful, in most instances, unle~;~; 

retaliatory measures were to be adopted in common by a number of countries. 

Concerted actions among importers would provide a wider and more effective 

range of options in terms of both a bargaining coalition and a fall-back position 

in the event that international cooperation among producers and consumers were to 

fail. Stockpiles could be accumulated and production potential expanded more 

efficiently within the group; counter measures to the actions of nations 

restricting supplies could be applied more effectively; and efforts to split 

producer cartels would have improved odds for success. 

It would be'a serious mistake for producer nations to underestimate the 

collective potential of the industrial nations to adjust to the consequences of 

restrictions on access to supplies. Already, these nations, as a group, account 

for about 60 percent of world exports of primary products (excluding petrolewn), 

and the combination of their technical and financial resources could be applied 

with considerable effectiveness to the task of developing alternatives to restricted 

supplies. At the same time, these resources would have to be diverted from c.heir 

most efficient employment, so serious costs would be involved. More important:Ly, 

it would be exceptionally difficult to reach agreement on concerted actions a·,:;ong 

the industrialized nations, given the differences noted earlier in this section. 
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The costs of conflict to the producer nations would be quite high, 

although it is understandable that they might be willing tG bear these costs out 

of a sense of frustration with the lack of progress made in improving their long­

term economic prospects. If conflict were to persist, the danger faced by these 

countries is that their access to markets, technology, ma~agement skills, and 

even certain primary products would be further restricted and that they would find 

that the development of substitutes and alternative sources of supply by importers 

would reduce their potential markets. 

The most serious costs from conflict regarding access to supplies, however, 

are likely to be observed in terms of instability in the broader international 

economic and political spheres. Rather than producing well-defined "blocs" of 

consumer and producer nations, conflict here would be more likely to result in an 

acceleration of a trend away from multilateral approaches in international relations. 

Certain industrialized nations, either out of economic 11ecessity or a particular 

sense of responsibility to the needs of less developed countries, could be expected 

to seek accommodation within discriminatory arrangements with these countries. 

Other nations would respond with their own special arrangements, which might take 

a variety of forms. The re.sult could easily be a world of "economic warfare," 

withdisd'.'iminatory and retaliatory measures proliferating, with efforts to insure 

domestic self-sufficiency diverting massive amounts of productive resources from 

their most efficient employment, and low rates of economic expansion and in all 

~robability high rates of inflation. 

While the high costs of conflict should be clear, the problems involved 

in seeking cooperative approaches, especially in the current economic environment, 

must also be recognized. Appeals to "striking new bargains" between consuming and 

producing nations sound logical and attractive, but the reasons these "new bargains" 

have not been struck in the past are deeply imbedded in the attitudes and the per-
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ceptions of those to whom governments in the industrial nations must respond. 

New bargains require adjustments that are resisted in a comfortably affluent 

environment. When that affluence is threatened, initial reactions tend to be 

defensive rather than accommodating. 

A new accommodation between consumer and producer nations will require 

some redistribution of income and employment opportunities internationally, and 

it is this redistribution that will lead to resistance. Evidence of this resistance 

can be found in the difficulty that industrial, nations are having adjusting to 

changing economic conditions generated within their own economies, and this is an 

important factor in the high inflation rates being observed in these nations 

simultaneously with rising rates of unemployment. Thus, the search for this new 

accommodation must be conceived as offering an opportunity to return to a more stable 

economic environment both domestically and internationally, and in this sense all 

nations share responsibilities. 

IV. TOWARDS A NEW BALANCE OF RESPONSIBILITIES 

The purpose of this section is to put forward an integrated series of 

broad recommendations that would constitute a constructive response to the issue 

of access to supplies. Five points of reference have been considered in framing 

these recommendations: 

1. What is regarded as necessary is an approach that goes beyond modest 

incremental changes in the current international system. 

2. There is an emphasis upon consistency between the approaches sug­

gested in the area of access t.o supplies and those that would be appropriate for 

other issues confronting the international system '(many of which have been, or will 

be, the subject of other Trilateral Task Force Reports). The priorities implicit 

in these recommendations have been set with the specific context of access 'to 

supplies in mind, and these priorities might be re-ordered from a broader context 

for international reform. 
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3. It is felt that recommendations should; as a pragmatic matter, go 

beyond broad generalities without becoming excessively specific. Implementation 

of these recommendations will require painstaking negotiations on precise details 

and mechanics. 

4. While efficiency and equity are regarded as equally important 

obj~ctives, these recommendations seek to make a clear distinction between the two 

concepts. 

5. It is regarded as important that there·should be both the appearance 

and the reality of balance in the responsibilities of both consumer and producer 

nations in the .area of access to supplies. 

These recommendations are presented under six maJor headings: general 

principles, information collection and research, commodity price stabilization, 

trade reform, investment matters, and income redistribution. The order in which 

these recommendations are presented should not, in itself, be regarded as implying 

a ranking of priorities. 

General Principles. The problems confronting the international economic 

community in assuring the adequacy of commodity supplies merit the incorporation of 

general principles in this area in such documents as the United Nations Charter 

and of meaningful codes or rules of conduct to implement these principles in such 

documents as the General Agreement On Tariffs And Trade. Specific principles in 

the form of codes or rules will be discussed under subsequent headings; here, some 

recommendations for general principles are put forward. 

1. National sovereignty implies the rights of countries to control the rate of 

development of, and to collect a fair return for, resources located within their 

boundaries; resources located outside the national jurisdictions (e.g., those of 

the deep sea be.d and in space) are the common property of all mankind. 

2. In determining the pace at which their resources are to be utilized, nations 

have an international obligation to minimize hardships in other nations that might 
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result from discretionary actions to reduce the rate of utilization from what it had 

previously been. 

3. There is a collective responsibility to weigh the needs and. rights of future 

generations as being equal to those of the current generation. (This implies, for 

example, the possibility of establishing certain international minimum standards for 

efficiency in resource consumption.) 

4. Access to supplies should be available to all on a non-discriminatory basis, 

subject to exceptions negotiated internationally in advance, which might include: 

a. Provisions for preferential treatment of domestic customers in the 

event of temporary or natural shortages. 

b. Provisions for preferential treatment of traditional foreign 

customers in the event of temporary or natural shortages, pro­

vided that the general terms of such arrangements were registered 

with an appropriate international institution in advance. 

c. Provisions for discriminatory treatment as a method for 

penalizing participants in. measures giving rise to contrived 

shortages. 

5. Access to supplies should be taken to include all forms of inputs into the 

economic growth process, except for those determined thrOugh international agree­

ment to be critical, for the purposes of national security. 

If general principles are to have any practical significance in the 

conduct of nations, appropriate institutional mechanisms to implement them must 

be put in place and a system of sanctions for penalizing violations must be worked 

out. Some suggestions in this regard are contained under-later headings. 

Information collection and research. Effective policy-making, particularly 

in an area as complex as commodity supplies, requires far better information than 

what is currently available. One of the major recommendations of this report is 
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that an internat~i.Q1i.i;:l;r information and research center for corrunodi ties be established. 

The organization and functions of this center sho~ld be along the following lines: 

1. Organiz-a:t:ion -- The center should be a non-national, non-politic al 

institution •.. It should be staffed and supervised by experts, and while.the goal 

should be·to achieve a balanced representation between producer and conswner, and 

industrial and other, countries in the nationalities of those employed by the center, 

there should be no.i:lf.igid formula and all employees should be as independent as 

possible from political pressure. Decisions regarding the activities of the centE 

should generally be taken without formal voting, with reliance instead on a proceE 

designed to maximize the role of professional analysis and judgment. Financing of 

the center's work should be on an automatiq basis for periods of at least five 

years. Its day-to-day operations should be supervised by a director who would 

be appointed for at least a five-year term and who would be someone with a lone;­

established reputation for independent, professional 0 udgment. This director woul 

report to an executive committee that would be representative of, but not rep­

resenting in an official capacity, the na~ions sponsoring, and adhering to the rul 

of, the center. This center might be patterned after, and possibly even affiliate• 

with, the World Bank or the GATT Secretariat, but some of the other recommendation 

in this report will oear on this decision. 

2. Functions -- The center should serve first as an information clearing 

house. Participation in the center, which would entitle the participants to all 

information received, would reQuire nations to submit regular reports, according to 

a prescribed format, covering such topics as commodity conswnption; commodity 

production rates; capital spending on resource-related projects in place, under 

way, and planned; and inventories. The center would also serve a forecasting 

function and would undertake technological surveys, including in these surveys an 

analysis of the anticipated environmental conseQuences of:technological alternatives 

and planned investments. The center would publish its reports and studies, 
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· although the timing of publication releases would take into account their possible . 

impact on commodity market behaviour. It is felt that the c~~1ter should have the 

responsibility to investigate, and to report on, charges of. contrived shortages and 

to make recommendations concerning instances it identifies of important examples 

of structural shortages. The center should not, howeve~, be responsible for any 

enforcement activities concerning its recommendations. 

Commodity price stabilization. It is possible to be very sympathetic 

with the objective of stabilizing commodity prices while at the same t:Une being 

highly skeptical of the prospects for bringing about this objective. This describes 

the basic position of this report. For one thing, the history of commodity agree­

ments does not lead to much optimism about the chances that they will prove very 

durable. For another, there is usually a confusion of the objectives of these 

agreements, and this confusion becomes a major factor in their poor performance 

record. Finally, there is reason to suspect that some of the support for these 

arrangements in current discussions stems from the belief that buffer stocks, which 

are a necessary feature of a workable agreement, would prov~de a form of hedge 

against the possibility of contrived shortages. 

A fundamental question, which rarely receives the attention it deserves, 

concerns the reasons for thinking that short-term fluctuations in price should be 

dampened. These fluctuations, after all, provide valuable signals to both producers 

and consumers. A traditional argument for commodity agreements is that they help 

stabilize the revenue flow to producer nations that are heavily reliant on one 

or a few primary products for their export earnings. It is by no means clear, 

however, that stable prices will produce stable incomes. (They would not if there 

are major fluctuations in supplies.) 

Having said this much, it is recommended that serious efforts be made to 

devise new approaches to the commodity price stabilization issue. The reasoning 

beh i ·id this recommendation is that it would be desirabl~ to reduce the uncertainty 
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that exists in world commodity markets and the possibility of sudden sharp changes 

in commodity prices. Uncertainty and sudden changes create instability in the 

economies of producer nations and raise the level of risk that is likely to be 

associated with investments in resource-oriented projects. An additional factor 

in the argument is that, as noted earlier in this report, the spread of the use of 

cost-of-living escalators for wages and other forms of income may mean that large 

temporary increases in commodity prices have a "ratchet effect" on costs and thus 

the rate of inflation over time. 

The specific recommendations made in this area fall under the headings 

of principles and mechanics. 

Princip.Les --

1. Commodity agreements should be confined to the single objective of stabilizing 

price fluctuations caused by temporary shortages. (The objective of income re­

distribution is covered later under the appropriate hea~ing.) 

2. While stability, or at least reasonable predictability, in commodity prices 

should be sought over the mediu.m term (three to five years, say), measures to achieve 

this result should be sufficiently flexible so that prices are responsive to market 

forces over the longer term. 

3. There should be a case-by-case approach to determine whether or not a particular 

product should be made subject to a commodity agreement, and the decision in this 

matter should rest with the consumers and producers involved rather than with some 

"wnbrella" organization. This principle follows from a perception that the 

effectiveness of commodity price stabilization arrangements depends upon a wide 

variety of factors that differ significantly among commodities. Some of the 

important factors here include the degree of concentration of production, the 

economic situation of the producers, the economic importance of the commodity to 

consumers, the opportunities for substituting other commodities, the cost of 

carrying buffer stocks, etc. 
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4. Commodity agreements should be self-financing in the sense that the carrying and 

operating costs of buffer stocks should be recovered from the administration of 

these stocks. (Special provisions will have to be made in cases where the real 

price of a commodity is falling over time, and these provisions are discussed later.) 

5. Commodity agreements should follow general conditions set forth by an inter­

national body (such as the GATT) and should be open-ended to permit any country 

willing to ascribe to its positions to JOln. Sanctions, subject to terms agreed 

upon internationally in advance, would be permitted to respond to actions contrary 

to the agreement. 

Mechanics --

1. An international organization (the GATT would be a candidate if its member­

ship were to be broadened) would serve as a registration and monitoring center for 

commodity agreements negotiated among producers and consumers. One of the functions 

of this center would be to establish general criteria 10r these agreements that 

would have to be satisfied before a registration would be approved. 

, 2. Buffer stocks should be a necessary feature of any commodity agreement, and the 

, creation and administration of these stocks should follow guidelines established by 

the organization registering the agreements. It is envisaged that the 'financing 

of these buffer stocks could be provided by an organization with a broader mandate, 

the terms of which will be set out below. (In this context, a joint affiliate of 

the World Bank and the GATT might be an appropriate organization for the tasks 

envisaged.) 

3. The appropriate size of buffer stocks would have to be determined on a case-by­

case basis. For some commodities (e.g., grains) they would have to be large enough 

to serve the dual objective of price stabilization and emergency relief; for 

others (e.g., most metals) these stocks might only have to be large enough to 

moderate extreme fluctuations in demand or supply. 

\ 
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4. Commodity agreements should be subject to periodic review to insure that their 

terms and operations are responsive to long-term market forces. 

5. In terms of the day-to-day operations of these agreements, it is recommended 

that certain reasonably automatic procedures along the following lines be adopted: 

a. A certain basic price would be negotiated, and it is anticipated 

that this basic price might be allowed to vary over the medium term 

(i.e., until the next periodic review of the agreement) with some 

appropriate measure of the overall rate of inflation (e.g., a weighted 

average of national industrial selling price indices). (Note: The 

general subject of indexation is covered later under the heading of 

income redistribution.) 

b. Buffer stocks would be accumulated when the market price fell below 

this base price, and the rate of accumulation would accelerate the 

greater the difference became; buffer stocks would be sold off when 

the market price exceeded this base price, and the rate of sales 

would again accelerate as this gap widened; 

6. Penalties should be imposed on nations violating the terms of commodity agree­

ments, both through the provisions regarding purchases and sales by the buffer stock 

administration and other sanctions to be proposed later. 

7. While buffer stocks should be administered internationally, this should not pre­

clude individual nations from undertaking their own supplementary buffer stock 

r~ograms. The conditions should be imposed, however, that these national stocks 

not be "visible" and that no additions to them from imports should be made when 

international stocks are being sold off and that no sales should be made for export 

when international stocks are being accumulated. 

Trade reform. This report places primary emphasis upon trade reform as 

a response to access to supplie's issues and regards this emphasis as appropriate 

from the standpoint of both producer and consumer interests. Recommendations are 



- 27 -

grouped under .two headings: general principles and specific proposals. 

General principles 

1. The multilateral, most-favoured-nation principles of GATT should be applied in 

the same way to exports as to imports. 

2. The level and structure of tariffs and non-tariff distortions should not prevent 

the balanced economic development of any nation adhering to international trading 

rules. 

3. Regionalization of trading arrangements (an example might be the LOME Agreement 

between the European community and certain less-developed, commodity-producing 

nations, although this report views the agreement as a constructive prototype 

for a broader international agreement) should be avoided unless there is a failure 

to reach international agreement on basically similar terms. 

4. In the event of temporary shortages, "escape clause" provisions should be per­

mitted as an exception to rules regarding non-discrimii.ation in access to supplies, 

provided that these provisions are made known in advance and follow guidelines 

agreed upon internationally. 

5. Subsidies in the form of preferential prices for domestic customers in producer 

nations should be permitted only if these subsidies do not provide an artificial 

incentive for the relocation of production activities. An exception to this 

principle, similar to the "infant i_ndustry" argument for tariffs, would be made 

for less-developed countries on the condition that preferential domestic prices 

would be phased out according to a firm schedule. 

Specific proposals --

(Note: This report regards a package approach to trade reform to be necessary . 

. It is inconsistent, and impractical, to argue that restrictions on exports should 

. be controlled in the interests of eq_uitable access to supplies without also arguing 

the restrictions on imports should be reduced in the interests of eq_uitable access 

to markets. ) 
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l. The tariff schedules of inclt1strializcd nations })roviclc for an "escalation" of 

tariff rate~-; as the degree to which imports are processed increased. 'rhis escalation, 

which i~; es1)ecially pronounced when going from raw materials to semi-processed 

materials, is an artificial ba.rrier to the industrial development and diversi.fication 

of lcss-clevelopecl, comrnodi ty--proclucing nations. Thi~; barrier, and non--tariff 

distortions tlrn.t have the sarne effect, should be sharply reduced, and progress 1n 

this area should bcr;in promptly, without waiting for the co!ilpletion of the current 

round of GNl."l' negotiations. 

2. At a broader level, generalized preferences for the exports of less-developed 

countries should be made more meaningful by reducing the list of exemptions to these 

preferences and by relaxing the quantitative limits beyond which these preferential 

rates no lone;er apply. Again, these initiatives should not be delayed by the 

current GATT negotiations. 

lnves:_tment ma_tt~r~. Investment is the principal means of relieving supp~y 

sho:ctages, regardless of their cause. In recent years, however, three major problem 

areas have emerged in which barriers are being created to the expansion of invest­

ment in important resource sectors: the massive scale of financing required to 

expand outpL1t, er>pecially in the extrccti.ve industries; an increasingly unstable 

investment environment within the producing nations; and a variety of forms of 

government intervention, taking place without a recognizable long-term policy 

focus, in several of the maJor industrialized countries. 'l'he recommendations 1n 

this section are directed to these three major problem areas. 

1. There is a need fo~·careful study of new forms of business organizations to 

respond to basic change~ in the magnitude and the risk of major resource under­

takings. In some cases this may involve large-scale joint venture among two or 

more private enterprises; in others, Government involvement in a risk-sharing 

capacity with firms in the private sector may be necessary. These new approaches, 

especially those involving mixed private and public sector ventures, will raise 
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important issues concerning the speed of the decision-making process, attitudes 

towards risk, and. pricing actions. 

2. The view of this report is that while tl1ere i~ a need for more effective 

· international coordination of the economic regulations governing the activities 

of multinational enterprises (MNEs), these companies are generally a constructi~c 

u and dynamic force for the efficient mobilization of. financial, managerial, and. 

technological resources on a world scale. At the same time, the_ less-developed 

nations are striving to achieve greater management control over their economies, 

and their :efforts have created an unstable international investment environment.. 

One way of approaching this problem is through the service contract route, whereby 

Iv'il'JEs perform certain tasks at a guaranteed rate of return. A major weakness of 

this approach, however, is that most producer nations (apart from some of' the OPEC 

members) do not have the financial resources to risk in the highly speculative, 

: , but essential, stages of pre-exploration and exploration. An alternative course, 

and one particularly recommended in the context of this report, is to create a 

., more stable investment environment in which Ml'JEs ma.y operate while providing for 

the gradual assumption of an ownership position by the host country. Such an 

approach would require agreement, in advance, to a binding contract betwe::cn both 

parties, and a push in this direction might be given by the industrialized countries 

through the provision of insurance against. ,expropriation in resource pr-ojccts for 

cases where companies couJ.d produce a contract meeting certain prescribed conditions. 

'rio af;sist host eountries obtain the financing. necesf3ary to achieve a gradual 

asswnption of a controlling ownership position in these ventures, it is proposed 

-·- that there be a maJor increase ir1 the authorized capital of the International 

,., Finance Corporation. 

3. Severai of the Trilateral nations (Canada and the United States, in particular) 

i·can be charged with creating the kind of structural ~hortages discussed earlier 

1 in this report. The failure to develop clear and consistent approaches to 
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domestic resource policy issues creates an impression runong producer nations of 

the Third World that there is a lack of resolve on these issues, anc they will 

be able to say with considerable justification that ?horLases that n1ay soon 

develop E1,ga:rn in the industrialized nations are, to a large extent, of their 

own making. 

Income redistribution. Several of' the recrnnmenclations above, principa.lly 

·in tlle area of trade .reform, would, at a minimum, create new opportunities for 

increasine; the incomes of'. lc~>s-developed nut ions.· Tiw~;c recormnendations have as 

their primary e;oal, hovevcr, the removal of imperfections and artificial barriers 

in the international economic syf_; Lem, cor1sistcnt w:i.. th the view of this report that 

efficiern:y is an appropriate starting point for dealia:; with the issue of acce~;s 

to supplies. In this ;,cr.i.ion, addition al reconrn1cmclntion~~ are made rec;arclinc; 

income rcclistribul;ion me<1.~;ures from the stawl.point of equity. 

1. '.l'he heart of any inco!rte rccli~;;tribution proposal is its source of f:ino.ncing. 

The recommendation of tliis report is that a. gra.du.atr::d intern:~.tional tax be levied 

··on the ba::;i'; of national coM;wnption. B~low a certain level of consumption, the 

tax would be zero. 1'hi~> tax would be set in reco[~nit.ion of the fact that it \TOuld 

probably dif;pJ.ace a fairly significant proporl;:i.on of exist inc; aid contributions. 

'l'hc payment of this tax would b2 out of a nfltion' s c;eneral tax revenues. (An 

altcr11ative approach that was considered involved a tax levied directly on the 

consumption of a spec:ifj c .list of commodities within nations above a certain in·-

come level, but this would be a regressiv~ form of taxation and would involve a 

number of complex rncchanicul prol1lerns.) 

2. The procC'cd~; from th:i [; tax, which woulcl be administered by an ac;ency sueh as 

the World Ban}::, woulti be usecl for the follovring objectives: 

a. No nation shouJ.d receive less (non-military) aid than prior to 

the :introduction of the tax scheme. 

b. Funclin["; would be provided, as necessary, to meet a.portion of 
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any deficits ar.uanc; frorn the 011crn.tion of internaUon3.lly 

ref).stercd com:iodity stabilization ar:;recments. 

c. Funds .\wuld be 1nacl0 availaule for the purp0se of prGvi<ling 

adjustment asf,;i~;t.G.nce to cou.!1t1·ics f;ub1:1i.ttinc;, and having :1ppnwecl, 

pJmis to diversify thc:ir econornc u.cti vi ty away frora comIT'oC:.:i. tics 

for which thC:: reo.l t<Trms of tracle vere declining. 

cl. '~here would be an J.ncrca~;c J.n the authorized cal_)ital o:C the 

International Finance Corporation and financial assistance to the 

United Nation~; Development Pro[it:am in support of rc~.;mn:·ce expJ.cJration 

1n developing countries. 

e. Remaining p:roce(c:cls would be u::;ell to 1ncreaf,;e un,~oncli ti on al 2.id 

on the basis of incomes (as a sort of intt:rnat:i.011al '1negative" in--

come tax). 

3. This system would be approaclicc1 J.n a way that ]>rovicl:)d Hn j ntc:r;1·atcd sc::t of 

sanc~tions for nations Ul!'.-.'ilJing to partic:ipa:L-e either iu the con~;umpt:i.on tt:x or· rn 

the various propoc-.aJs for bringing about rt more assured access to supplies. Fo1· 

example, a nation founcl to be vioJating t.rauiug rules rcc;arding contriv(:d scarcit:i.1.:::'; 

wou1cl be ineligible for funding under the progn.:.rar; outlined above. 

l~. 'I'he tax schedule would have to b2 the subject of intcrriationaJ. negotinLion. 'l'ax 

phyment.s would be plmsed in over a. period of time, but it is noted th'ct.t the ma:c;sive 

gap between potential and current production fr1 the indu~;t.rialized nat:;_ons mA-kes 

this a particularly opportune time to initin.te such a, program. The initial ta:rcct 

for the total a_rnount generated f.rom the tax might be set at 0. 5 percent of the 

national inc~ne of a g~oup s~ch as the OECO nations, r1~1nG to 1.0 p8rcent at the 

end of five years, after which the pro0ram would be evaluated for. its cffcc·~ivc;1es:;. 

5. The m3.jor benefit of this proposal from the standpoint of the nationfJ pay:i ne: 

the tax would be that.it would be integrated into an overall approach to acccs:. 

to suppliec.; J ssues. It woulcl thus provide a posi tivt: bcnefi t 1n th~ fon11 of 
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creating conditions for a more stable cnvironm~nt for economic expansion. 

'l'he final reconuncnclatiou of this re510.rt cor1c0!rn~~ the issue of crnnmocl:ity 

pr1.cc indexation, a topir. th:cit hs.s been di.,;c!us.::cd at cowd.derable .length w.i thin 

the 'l'u.~;k Force. lndcxation is an attc;mpt to fix tcnn'; of trHdc durinc; a period 

of inflation. While the objective is unrkrstannable, this report rcgarcb in-

dexation as an unsatisfactory·approach. If, on 1:he oric hand, the real terms of 

t1·ade for a commodity arc irnprovinc;, uttcr:1ptc~ to ho.l.cl p:rice~ to a ri.gid indcxecl 

level over the long term uiJ..l eventual1y re~mlt in shortages. One the other hrn1d, 

if the real tenns of trade are deteriorating, an inde:x:c:d price cmild be ~mstci:itH:!cl 

only by tbe cont.:inuous accunml::i.tion of surpluse~; in srn~tc sort of "stockpile." 

A superior approo.ch would 1ie to strive to acbievc a ~:tn.b1c or irnprovini:::; l;•.:nM:; 

of trade for a diversified range of' eXJ>orts, and it J.S to this cm~ that c:ffJicr 

rec.:ommcndaLions have been rn.o.de HI this revort.. 
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72; campaign coort], McG.,vern for President, Southeast Ala.ska Dist. Three 
& Four, 72; secy, Southeast Alaska Dist. Dem. Conv, 72; mem, Southeast 
Dist. Dem. Comt, 72- Bus. & Prof. Pos: Instr. in French, Univ. Alaska and 
Juneau-Douglas Commun. Col, 69-72. Mem: Arn. Asn. of Teachers of 
French; Kappa Gamma Pl; League of Women Voters; Common Cause. Ful­
bright Scholarship, U.S. Govt, 57. Rel: Catholic. Mailing Add: Bax 594, 
Fritz Cove Rd, Juneau, AK 99801. 

BRADLEY, JOHN ALBERTSON R 
Mem, N.J. Rep. State Comt. 

b. Pleasantville, N.J, 4/1/08; s. Joseph Harry Bradley and Elizabeth Albert­
son B; m. 9/1/38 to Mildred Marie Hoole; c. Elizabeth (Mrs. Mullis), John A, 
U and Charles C. Educ: Drexel Univ, scholarship, 30; B.S, 32; Rutgers Univ, 
M.Ed, 65; Columbia Univ, Cert, 68; Blue Key; Theta Chi. Polit. & Govt. Pos: 
Chief of field training, U.S. Army, Wash, D.C, 50-52; chief of admin, Army 
Nat. Guard Bur, 52-53; sr. adv, Rep. Korea Army, UN Command, Korea, 
53-55; plans and operations off, Mil. Dist, Wash, D.C, 55-59; mem, Middlesex 
Co. Rep. Comt, N.J, 67- mem, N.J. Rep. St.ate Comt, 69- Bus. & Prof. Pos: 
Spec. investr. and mgr, Retail. Credit Co, Phila, 33-37; gen. mgr, Credit 
Rating Serv, Plainfield, N.J, 38-40; teacher hist, Franklin High Sch, Somer­
set, 63-; prof. mil. sci, Rutgers State Univ, 59-63. Mil. Serv: Inf. Off, Army 
Res, 32-40; inf. a.nd gen. staff off, Army, 41-63, released as Col, 63 after 
serv. in 78th, 79th, 3rd, 6th, and 9th div, rep!, sch, and Far East Command, 
UN, KMAG, MDW and OCSA, 32-63; Legion of Merit, Army Commendation 
Medal with Oak Leaf Cluster, Korean Distinguished Serv. Medal with Go>ld 
Star, _various campaign an~ serv. awards. Pub!: Administrative !nstruc-

lions-Field Training, Nat. Guard, 51; U.S. Govt. State Funeral Plans, Wash, 
D.C, 57; The Reserve Officer Training Corps, Rutgers Univ, 62. Mem: Nat. 
Educ. Asn; charter mem, Asn. U.S. Army; Rotary; Lions; Middlesex Coun. 
Boy Scouts; N.J. State Soc; Disabled Am. Vet; Am. Legion; Mason. Jennings 
Hood Award, Drexel Univ, 32; Rotarian of the Year, 62; Rep. of the Year, 
Milltown, 65. Rel: Methodist, Episcopal. Mailing Add: 316 N. Main St, Mill­
town, N .J. 08850. 

BRADLEY, MICHAEL JOSEPH D 
b. Philadelphia, Pa, 5/24/97; s. Dennis J. Bradley and Hannah McCarthy B: 

m. 7/6/19 to Emily Angiuli; wid; c. Raymond J, Marian T, Catharine B.(Mrs. 
Arter) and Edward J. Educ: High Sch. Polit. & Govt. Pos: Dep. ins. crnnr, 
Commonwealth of Pa, 35-37; U.S. Rep, Pa, 37-47; chrnn, Dem. Co.Exec. Cmt, 
Phila, 45-48; collector of customs, Port of Phila, U.S. Treas. Dept, 48-53; 
dep. managing dir, City of Phila, 53-55; mem, Bd. of Rev. of Taxes and Bd. of 
Viewers, Phila, 55- Bus. & Prof. Pos: Investment, security and brokerage 
bus, Phila, 20-35. Mil. Serv: Entered Navy, 17, released as chief radio elec­
trician, 20, after serv. in Europe, 17-20. Mem: Independence Nat. Park Ad\'. 
Crnn, 45-; K. of C; Arn. Legion; VFW. Rel: Roman Catholic. Mailing Add: 
9737 Redd Rambler Dr, Philadelphia, Pa. 19115. 

BRADLEY, RUSSELL WALLEN D 
b. Hermansville, Mich, 8/12/21;s.Martin R. Bradley and Jennie Wallen B; 

m. 1947 to Alice Marian Knapp; c. David Russell, Peter Alan, Robert Wil­
liam, Elizabeth Ann, Karl John and Richard Walter. Educ: Univ. of Mich; 
Cornell Univ; Wayne State Univ. Polit. & Govt. Pas: Field examiner, Nat. 
Labor Reis. Bd, 46-55; prosecuting attorney, Menominee Co, Mich, 59-68; 
de!, Mich. Const. Conv, 62; chmn, Menominee Co. Dem. Cmt, 64-65; judge, 
Dist. Court 95, Div. I, 68-73. Mil. Serv: Entered as Pvt, Army, 43, re­
leased as S/Sgt, 46, after serv. In China; China Theater Ribbon. Rel: Pres­
byterian. Mailing Adel: S.R. Bax 23, Menominee, Ml 49858. 

BRADLEY, THOMAS D 
Mayor, Los Angeles, Calil. 

b. Calvert, Tex, 12/29/17; s. Lee Thomas Bradley and Crenner Hawkins B; 
m. 5/4/41 to Ethel Mae Arnold; c. Lorraine and Phyllis. Educ: Southwest. 
Univ. Law Sch, LL.B, 56; Univ. Calif, Los Angeles: Kappa Alpha Psi. fur. 

·.mer Grand Polemarch: Student Bd, Univ. ReEgious Conf. Polit. & Gm·t. 
Pos: Mem, Los Angeles Police Dept, Calil, 40-62; mem, Calif. State D.em. 
Cent. Comt: city councilman, 10th Dist, Los Angeles, 63-73, cand. for mayor. 
Los Angeles, 69 & 73, mayor, 73-; chmn, State, Co. and Fed. Affairs Comt; 
chmn, Pub. Works Priority Comt; chmn, Comt. Proposed Legis; mem. bd. di rs. 
Joint Cornn. Ment. Health Children; former mem, Peace Corps Adv. Coun; 
mem, Coun. Intergovt. Reis. Bus. & Prof. Pos: Attorney-al-law, 62- Mem: Los 
Angeles Urban League (bd. di rs); NAACP; bd. di rs. South. Calif. Conf. on Com­
mun. Reis; Los Angeles Co. Conf. of Negro Elected Off; bd. dlrs, Bank of Fi­
nance, 64-; bd. di rs, UN Asn. of Los Angeles; South. Ca.lif. Asn. Govt. 68-69; Nat 
League Cities (mem. several comts, first v.pres, 72-73); pres, Nat. Asn. Re­
gional Govt, 70-72; second v.pres, Calif. League of Cities, 72-73. Letterman. 
Track Team, Univ. Calif, Los Angeles; All City and South. Calil. Champion, 
440 Yards, Polytech. High Sch, Los Angeles. Rel: African Methodist Episco­
pal; Trustee. Legal Res: 3807 Welland Ave, Los Angeles, CA 90008. Mail­
ing Add: 240 City Hall, Los Angeles, CA 90012. 

BRADLEY, Wil.,LlAM D. 'BILL' D 
Okla. State Rep. . . 

b. Fife, Tex, 1/13/13; s. Henry Duncan Bradley and Winnie Belle Walker B; 
m. 9/20/41 to Margaret Price; c. Henry Price and Patricia Evelyn (Mrs. 
Scott). Educ: Daniel Baker Col, B.A. Polit. & Govt. Pos: Okla. State Rep, 
53- Mil. Serv: Entered as Pvt, Air Force, 42, released as 1st Lt, 45. Mem: 
Am. Legion; Mason; Shrine; Farm Bur; Farmers Union. Rel: Presbyterian. 
Mailing Add: 1120 N. Pine, Waurika, Okla. 73573.• 

BRADLEY, WlLLlAM EDWARD D 
b. Jackson, Mich, 7/11/25; s. Elige Albert Bradley and Louise Crostic B; 

m. 6/4/66 to Laura Albright; c. Peggy Marie, Patricia Louise a.nd Christo­
pher Neil. Educ: Portland State Col; Nat. Radio Inst, grad. Poltt. & Govt. 
Pos: Ore. State Rep, 59-61 & 67-69; chmn, Multnomah Co. Dem. Party, 63-
64; alternate del, Dem. Nat. Conv, 68. Bus. & Prof. Pos: V.pres, United 
Steelworkers Local 330, 55-56. Mil. Serv: Entered as A/S, Navy, 43, 
released as Gunner Mate 2/C, 46, after serv. in S.Pac, 45-46; Asiatic Pac. 
Area Campaign Medal with 2 Battie Stars; Am. Area Campaign Medal; Phil­
ippine Liberation Medal with 2 Battie Stars; Victory Medal. Mem: Elks; 
Moose; VFW. Rel: Protestant. Mailing Add: 1806 N.E. 113th Ave, Portiand, 
Ore. 97220. 

BRADNER, MICHAEL DRAKE D 
Alaska State Rep. 

b. Washington, D.C, 3/1/37; s. George H. Bradner and Alice Abbott B; m. to 
Janet Ann Kruse; c. Michelle, Bonnie and twins Helde and Heather. Educ: 
Univ. Alaska, B.A, 64, grad. work, 68. Polit. & Govt. Pos: Field rep, Off. 
Gov, 65-66; Alaska State Rep, 66-, chmn, House Rules Comt. a.nd mem, Fi­
nance Comt. and Alaska Legis. Coun, Alaska House of Rep. Bus. & Prof. 
Pas: River pilot, Yutana Barge Lines, 57-62; nighted, Fairbanks News­
Miner, 62-65; ed, Jessen's Daily, 67-68; writer, currenUy. Young Man of 
the Year Award, Jaycees, 68. Mailing Add: 915 Kellum St, Fairbanks, AK 
99701.• 

BRADSHAW,CHARLESJACKSON R 
b. Lake City, Fla, 7/15/36; s. James William Bradshaw and Florence 

Synthia Sanders B; m. 6/13/59 to Julia Brewer; c. Charles J, Jr, William B. 
and Julia Dargan. Educ: Univ. Ga, 1 ~years; Wofford Col, A.B, math, 59; 
Blue Key; Scabbard & Blade; Kappa Alpha. Polit. & Govt. Pos: Nominee, U.S. 
House Rep, Fourth Dist, S.C, 68; finance chmn, S.C. Rep. Party, 69-73. Bus. 
& Prof. Pos: Mgt. trainee, Pierce Motor Co, Spartanburg, S.C, 59-61; pres, 
Spartan Food Sys!, lnc, 61-69, chrnn. of bd, 69- Mil. Serv: 2nd Lt, Army, 60, 
serv. in artil, Ft. Sill, Okla. Mem: Nat. Restaurant Asn; dir, Nat. Bank 
Commerce, Spartanburg; C. of C; YMCA; dir, Wofford Eleven Club; dir, 
Spartanburg Country Club; Piedmont Club. All-Am. Football, Assoc. Press, 
57; Outstanding Serv. A"·ard, S.C. Rep. Party. Rel: Presbyterian. Legal 
Res: 609 Crystal Dr, Spartanburg, SC 29302. Malling Add: P.O. Box 3168, 
Spartanburg, SC 29302. • 
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902 / ROCKWELL 

l\larblehead Little League Asn. Named and given plaque as Hon. Citizen of 
the Town of Swampscott, Mass. for Iegis. work done on behalf of town, 68. 
Rel: Catholic. Legal Res: 59 Bayview Rd, Marblehead, !\'IA 01945. Mailing 
Add: 39 School St, Marblehead, MA 01945.• 

ROCKWELL, GORDON R 
Mich. State Sen. 

b. Flint, Mich, 2/23/15; s. Harold C. Rockwell and Anna Lambert R; m. 
1/12/41 to Bertha Protzman; c. Jan E. and Jill (Mrs. Schoeppach). Educ: 
Flint Jr. Col, 33-35. Polit. & Govt. Pos: Mem, Bd. Educ, Mt. Morris, Mich, 
58-60; Mich. state Rep, 60-64; chmn, Twp. Zoning Bel, 62-64; appointee, State 
Sch, Reorgn. Bd, 65-66; mem, Rep. Co. Comt; Mich. State Sen, 67- Bus & 
Prof. Pos: Owner, Rockwell's Ace Hardware, Mt. Morris, 36- Mil. Serv: 
Entered as Pvt, Army, 43, released as M/Sgt, 46, after serv. in 14th Anti 
Aircraft Artil. Command, Southwest Pac, 44-46; Southwest Pac. Campaign 
Ribbons; Philippine Occup. Medal; 3 Battle stars. Mem: Mason; Lions; Farm 
Bur. Mich. Conservationist of the Year, 69. Rel: Methodist. Mailing Add: 
6401 Flushing Rd, Flushing, Ml 48433. 

RODBY, LEO BERNARD, JR. D 
Dem. Nat. Committeeman, Hawaii , 

b. Wahlawa, Hawaii, 1/12/26; s. Leo R. Rodby and Carita Fisher R; m. 
4/4/54 to Kuulei E. Directo; c. Leilani, Timothy, Leo ill, Walter and Peter. 
Educ: Va. Jr. Col, 2 years. Polit. & Govt. Pas: Various precinct and dist. 
oil, Dem. Party, Hawaii, 54-65; mem, Hawaii Dem. State Cent. Cmt, 65-66, 
treas, 66-68; treas, Dem. State Campaign Cmt, 66; alternate de!, Dem. Nat. 
Conv, 68 & 72; Dem. Nat. Committeeman, Hawaii, 68- Bus. & Prof. Pas: Pres. 
and gen. mgr, Wahiawa Distributors Ltd, Wahlawa, Hawaii, 48-; pres, Wahi­
awa Commun. Asn, 54; treas, Trinity Lutheran Church and Sch, 54-; pres, 
Wahiawa Hosp. Asn, 64-68. Mil. Serv: Entered as A/S, Navy, 43, released 
as Qm 2/C, 46, after serv. in Larding Craft, Pac, 44-46. Mem: Bishop 
Museum Asn; Honolulu Acad. of Arts; Hawaii Canoe Racing Asn; Lions. 
Named Jr. C. of C. Young Man of the Year, 54. Legal Res: 1828 Eames St, 
Wahi.awa, HI 96786. Mailing Add: P.O. Box 70, Wahiawa, HI 96786. 

RODDA, ALBERT S. D, 
Call!. State Sen. 

b. Sacramento, Calif; m. to Clarice Horgan; c. Mary Elizabeth, Steven Holli­
way and Margaret Anne. Educ: Stanford Univ, Ph.D. in hist. Polit. & Govt. 
Pas: Mem, Sacramento Co. Dem. Cent. Comt, Calif, 52-58; Calif. State Sen, 
58- Bus. & Prof. Pas: Instr. econ. and hist, Sacramento City Col. Mil. Serv: 
Naval Res, World War II. Malling Add: 4048 Capitol Bldg, Sacramento, CA 
95814. ' 

RODDEY, FRANK LANEY D 
S.C. State Sen. 

b. Lancaster, S.C, 2/3/27; s. Elliott B. Roddey and Beulah Mae Laney R; m. 
11/16/47 to Ophelia Melbrae Taylor; c. Glendora (Mrs. Roy Small, Ill), Sunni 
Leigh (Mrs. W. Glen Parker) and Jan T. Educ: Davidson Col, 44; Univ. S.C, 
47-48; Sigma Chi. Polit. & Govt. Pas: Mem, Lancaster City Coun, S.C, 52-59; 
S.C. State Sen, Dist. Six, 63-, chmn, Commerce and Mfg. Comt, S.C. State 
Sen, 69- Bus. & Prof. Pas: Owner, Frank L. Roddey lns. Mem: Mason; Jack­
son Lodge 53; Shriner Hejaz Temple; bd. of dir, C. of C. and United Fund; 
campaign chmn, United Fund, 61; pres, Jaycees, 56; pres, Jr. High Sch. PTA, 
61-62; Chesterfield Ave. PTA, 58-60. Young Man of the Year, 56. Mailing 
Add: Box 129, Lancaster, s.c. 29720. 

RODELL, MARTIN D 
b. N.Y.C, 8/14/15; m. to Sonya Bllmes. Educ: St. Johns Univ. and Law Sch. 

Polit. & Govt. Pos: Asst. dist. attorney, Queens Co, N.Y; N.Y. State Assem­
blyman, 64-72. Bus. & Prof. Pos: Lawyer. Mil. Serv: World War II. Mem: 
N. Y. State and Nat. Dist. Attorneys Asns; exec. bd, Martin Van Buren High 
Sell. Parents Asn; exec. bd, E. Queens Brotherhood Coun, Jewish War Vet; 
past chancellor, K. of P. Rel: Jewish. Mailing Add: 79-47 264th St, Queens 
Village, NY 11004.• 

RODERICK, GERALD JOHN D 
Mo. State Rep. 

b. Upton,. Mo, 12/22/24; s. Leonard Wheeler Roderick and Gracie Baker 
R; div; c: Sherri, Darrell, Kerry and Lisa. Educ: Univ. Mo-Columbia, 
B.A, 50, M.Ed, 52; Phi Sigma Gamma; Phi Delta Kappa. Polit. & Govt. 
Pos: Bd. dirs, Independent Dem, 68 and Dem. Unlimited, 70; mem, Mo. 
State Dem. Party, currently; chmn, Clay Co. Crime and Drug Abuse, 
Mo, currently; Mo. State Rep, 19th Dist, 73- Bus. & Prof. Pos: Chmn. 
dept. gen. practice, Kansas City Col. Osteopathic Med, 68, chmn. Intern 
comt, 69-, chief of staff, 70-71. Mil. Serv: Entered as Seam.an 2/C, Navy, 
43, released as Pharmacist 3/C, 46, after serv. in Seventh Amphibian, 
Pac. Theatre 44-45; Am. and Asiatic Medals. Mero: Am. Osteopathic Asn. 
(nat. de!, 66-\; fel. Am. Col. Gen. Practitioners (Mo. pres, 69); Am. Oste­
opathic Bd. Gen. Practice; Mo. Asn. Osteopathic Physicians and Surgeons 
(de!, 60-); W.Dist. Asn; VFW (med. adv, Post 5606, 59-); Am. Legion 
(med. adv, Post 61, 59-); 40 et 8 (grand med, 66-); Claycomo Lions. Rel! 
Baptist. Mailing Add: 56 Northeast 69 Hwy, Kansas City, MO 64119. 

RODGER, RONALD ALAN D 
b. Blue Island, Ill, 10/3/44; s. Alexander S. Rodger and Anne F. Mllmine R; 

single. Educ: North. Ill. Univ, B.S.Ed, 68, M.A, 70, Ph.D, currently; John 
Marshall Law Sch, 68:; Upper Classmen's Award, 66; Chicago Coun. on For. 
Reis. Polit. & Govt. Pos: Legis. aide, State Rep. LelaJ!d H. Rayson, Ill, 68-; 
speaker for U.S. Sen. George McGovern, S.Dak, 72. Bus. & Prof. Pos: 
Teacher, Sch. Dist. 65, Evanston, Ill, 68-69, Sch. Dist. 218, Oak Lawit, 70-
Publ: Paris peace talks, Northerner, 70; The Democratic National Conven­
tion 1972, Worth-Palos Reporter, 71. Mem: Nat. Hist. Asn; Lit. Guild; Ill. 
and Nat. Educ. Asns. George M. Pullman Found. scholar, 66. Rel: Protes­
tant. Mailing Add: 6636 Riverside Dr, Tinley Park, IL 60477. 

RODGERS,.DAVID H. R 
Mayor, Spokane, Wash. 

b. New Albany, Ind, 8/10/23; s. Clarence Earl Rodgers and Gladys Hardy R· 
m. 7/17/65 to Naomi Fowle; c. Nancy (Mrs. Varnador) and Maureen Fowle ' 
and John T, Rebecca J, Brian A. and Janet P. Rodgers. Educ: Purdue Univ, 
B.S, 47; Sigma Alpha Epsilon. Polit. & Govt. Pas: Precinct committeeman, 
Rep. Party, Wash, 52-54; Rep. Dist. Leader, Spokane, Wash, 52-54; pres, 

Spokane Co. Rep. Club, 54-56; chmn, Spokane Co. Rep. Party, 56-58; mem, 
Wash. State Rep. Exec. Bd, 56-60; Rep. State Committeeman, Wash, 58-60; 
mayor, Spokane, 67- Bus. & Prof. Pos: Mgr. group and pension dept, Aetna 
Life Ins. Co, Spokane, 49- Mil. Serv: Navy, 45, Ens, serv. in Underwater 
Demolition Team. Mem: Boy Scouts (bd, lnland Empire Coun); Mason; Ki­
wanis; YMCA (pres. bd. di rs, 62). Rel: Presbyterian. Legal Res: 4 511 S. 
Madelia, Spokane, Wash. 99203. Mailing Add: 654 City Hall, Spokane, Wash. 
99201. 

RODGERS, HENRY L. D 
Presiding Justice Supreme Court, Miss. 

b. Phila, Miss, 4/6/03; s. Henry Herman Rodgers and Ettie Lee Brantley R; 
m. 5/18/29 to Leola Edwards. Educ: Miss. Col, 20-22; Cumberland Univ, 
B.A, 22; Univ. of Miss, LL.B, 27. Polit. & Govt. Pos: City attorney, Louis­
ville, Miss, 45-46; dist. attorney, Fifth Judicial Dist, 46-51, circuit judge, 
51-61; Justice, Supreme Court, Miss, 61- Mil. Serv: Miss. Nat. Guard, 
29-35, Hq. Co, 155th Inf, 31st Div, Army, 43-44, 2nd Lt, 240 AAA East Coast 
Defense, Newport, R.I. Pub!: 'Search and SeiZure,' 12/56 and 'Process,• 8/59, 
Miss. Law J. Mem: Miss. Bar Asn; Inst. Judicial Adm in, N. Y. Univ; Sons of 
Confederate Vets; Am. Legion; 40 et 8; Shrine; Moose; Lions, 36 years. Rel: 
Methodist. Legal Res: 431 N. Spring, Louis\ille, MS 39339. Mailing Add: 
State Capitol, Jackson, MS 39205. • · 

RODGERS, JOSEPH F, JR. D 
R.l. State Sen. 

b. Providence, R.I, 11/18/41; s. Joseph F. Rodgers and Ce.trude Moan f!; 
m. 2/19/66 to Donna Boudreau; c. Joseph F, III and KristiJ· E. Educ: Pro\'i­
dence Col, B.A, 62; Boston Univ. Sch. of Law, LL.B, 66. ''olit. & Govt. Pas: 
Treas, Young Dem. Club of R.I, 66-68, pres, 68-; R.I. Sta .e Sen, 68- Bus. 
& Prof. Pos: Attorney-at-law. Mem: Elks; Elmwood Civ•C Asn; Hibernians; 
R.I. Bar Asn; R.I. Bar. Rel: Roman Catholic. Mailing Add: 233 Warrington St. 
Providence, R.I. 02907.• 

RODGERS, KENNETH DA VlD R 
Chmn, Dougherty Co. Rep. Party, Ga. 

b. Canton, Ohio, 1/26/41; s. John Rodgers and Mabel Clark.R; m. 1961 to 
Elizabeth Margaret Jenkins; c. Kenneth David, Jr. and Lloyd Kevin. Educ: 
Kent State Univ, 60-61. Polit. & Govt. Pos: V.chmn, Dougherty Cci. You!lg 
Rep, Ga, 68-70; chmn, Dougherty Co. Rep. Party, 70-; alternate de!, Rep. 
Nat. Conv, 72. Bus. & Prof. Pos: V.pres. opers, Davis Bros. of Albany Inc, 
63-73. Mem: Ga. Restaurant Asn.(pres, 70-71, v.pres, 71-73); Albany Boys 
Club (treas, 72); C. of C. Restaurateur of Year, Ga. Restaurant Asn, 72; 
Food Serv. Award, Fla. State Univ, 72. Rel: Catholic. Legal Res: 2603 
Northgate Rd, Albany, GA 31705. Mailing Add: 813 Highland Ave, Albany, GA 
31701. 

RODGERS, LOUISE V. D 
Mem, Ala. State Dem. Exec. Comt. 

b. New Market, Ala, 5/4/20; d. William Roe Vandiver and Lillie Henshaw V; 
m. 9/28/38 to Walton White Rodgers; c. William Stanley, Kenneth White and 
Augustus Donnell. Educ: New Market High Sch, grad, 38; Alverson-Draughon 
Bus. Col. Polit. & Govt. Pos: Co. off. mgr, DeGraffenried for Gov, Ala, 62 
and co. mgr, 62-66; oil. mgr, Glenn Hearn for Mayor, 64; co. off. mgr, Gil­
christ for Gov. and Madison Co. Dem. Cand. Comt, 66; v.chmn. women's div, 
Madison Co. Dem. Party, 67, chmn, 68-; alternate de!, Dem. Nat. Conv, 68; 
mem, Ala. State Dem. Exec. Comt, 70- Bus. & Prof. Pas: Bookkeeper and 
co-owner, Maple Ridge Hatchery, 45-62; free lance pub. rels. dir, 62- Mem: 
Press Club; Int. Concert Mgrs. Asn; Arts Coun, Inc; Phi Sigma Alpha; Ch·ic 
Club Coun; Rocket City Toastmistress Club; Huntsville Bus. & Prof. Women's 
Club; Adv. bd, Salvation Army; AJtrusa Club of Huntsville; Madison Co. Heart 
Unit. Outstanding Serv. Awards from Salvation Army, JJnited Givers F\tnd, 
Fantasy Playhouse, Civic Club Coun, Bus. & Prof. Women's Club, Cancer 
Soc, March of Dimes and Heart Asn; Good Neighbor Award. Rel: Presbyte­
rtan. Mailing Add: 208 White St. N.E, Huntsville, Ala. 35801. 

RODINO, PETER W ALI.ACE, JR. D 
U.S. Rep, N.J. 

b. Newark, N.J, 6/7/09; m. to Marianna Stango; c. Margaret Ann (Mrs. 
Charles stanziale, Jr) and Peter ill; granddaughter, Carla. Educ: Uni,•. 
Newark (Rutgers), J.D, 37. Polit. & Govt. Pos: Past nat. chmn, Columbus 
Found, Inc; spearheaded drive against Communism in April 1948, elec. in 
ltaly; U.S. de!, lntergovt. Comt. for Europ. Migration, 62-, chmn, 71-72; de!, 
N. AUantic Assembly, NATO, chmn, Sci. and Tech. Comt. and Working Group 
on Control of Narcotics, currenUy; U.S. Rep, 10th Dist, N.J, 48-, dean. N.J. 
Cong. Del, U.S. House or Rep, currently, Asst. Majority Whip, mern, Steering 
Comt. and chmn, Immigration and Nationality Subcomt, formerly, chmn, 
Comt. on Judiciary, 73- Bus. & Prof. Pos: Attorney-at-law. Mil. Serv: One 
of first enlisted men to be commissioned overseas; First Armored Div. and 
Mil. Mission Ital. Army; discharged 46 as Capt; U.S. Bronze Star and Other 

·decorations. Holds knighthood In the Sovereign Mil. Order of Malta; Grand 
Off, Order of Merit, Ital. Rep; Star of Solidarity, Ital. Rep; knighted by for­
mer King Umberto of Italy, Knight or the Order Crown of Italy, Knight of St. 
MauriZio Lazzaro; Ital. Cross or Merit and other for. decorations; awards 

. and citations from VFW, Cath. War Vets, Jewish War Vets; Amvets Cong. 
Silver Helmet Award; recipient of 64 Bill of Rights Award for Distinguished 
Pub. Serv. In the field of govt; hon. life mem. of Unico; Cavaliere de Gran 
Croce of the Order AI Merito della Repubblica, highest award bestowed by 
the Ital. Repub. Legal Res: 205 Grafton Ave, Newark, NJ 07104. Mailing 
Add: 2462 Rayburn House Office Bldg, Washington, DC 20515. 

RODRIGUEZ, ANTONIO F. R 
b. San Antonio, Tex, 3/29/34; s. Antonio Rodriguez and Guadalupe Saldafi~ 

R; m. 3/19/58 to Angie Lerma; c.. Tony, Rene and Carlos. Educ: Tex. Col. of 
Arts and Indus!, B.S, 58; San Antonio Col, 2 years. Polit. & Go\·t. Pos: Pre· 
cinct chmn, Rep. Party, Tex, 66-68; de!, Rep. Nat. Conv, 68; asst. state 
chmn, Tex. Rep. Party, 68-69; comnr. and dlr, Comn. for Border Develop. 
with Mex, 69-; exec. dir, White House Conf. for Spanish Speaking, wash, D.C. 
70-71 and Cabinet Corn!. on Opportunity for Spanish Speaking, 71- Mil. Son: 
Entered as Pvt. E-1, Army, 55, released as E-4, 57, after serv. in Fourth. 
Armored Div, 55-57. Mem: Life Underwriting Tralning Coun; K. of C; Opn­
mist Int; Boy Scouts of Am. Rel: Catholic. Legal Res: 231 West Hart, San 
Antonio, Tex. Malling Add: 7718 Bridle Path Lane, McLean, Va. 221 OL • 
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SUMMARY 

The use of the seas has greatly intensified in recent years. The tonnage 
of merchant shipping nearly quadrupled between 1951 and 1971. The world 
catch of fish, the source of some 10% of the world's protein, also quad­
rupled in the same period. New uses of the seas, spurred by technological 
development, have grown rapidly. Offshore oil and gas deposits, scarcely 
developed a few decades ago, now provide some 20% of world production. 
The polymetallic nodules on the seabed could meet much of future world 
demand for nickel, copper, cobalt, and manganese. 

These developments have created a tension between the traditional law of 
the sea, based on the notion of freedom, and a growing recognition of the 
need for more sophisticated regulation. However, in addition to complex 
technical and.economic problems connected with the management and alloca­
tion of ocean resources, governments face strong domestic political pres­
sures to exert more extensive national jurisdiction offshore .. 

For many years governments have sought to resolve these tensions and claims 
through international negotiations under United Nations auspices, which are 
described in Chapter II of the report. The most prominent features of the 
current phase of these negotiations [the third UN Conference on the Law of 
the Sea (UNCLOS III)] have been accelerated movement towards a radical ex­
tension of national jurisdiction over ocean resources by means of a 200 mile 
exclusive economic zone; and support for the creation of an International 
Seabed Authority to administer mineral resource exploitation on the 
seabed beyond national jurisdiction. 

The report describes the global interest in rational management of the 
oceans and in related issues of equity in the use of ocean resources. 
These global perspectives suggest the outlines of an "ideal" regime of 
ocean management, which is a useful point of reference for judging the 
course of UNCLOS III. 

Agreement at the onference is by no means assured. Unilateral actions by 
frustrated nations or competitive regional treaties could undermine the 
prospects for the onference and lead to increasing conflicts over oceans 
matters. Even an agreed onference outcome would leave several important 
issues outstanding. 

Many of the Trilateral countries are among those which would benefit most 
from 200-mile economic zones. Advanced industrial nations would also be 
better able than others to manage large new areas under their jurisdiction. 
Despite this, the majority of Trilateral nations have not favored the ex­
tension of national jurisdiction offshore, though there have been important 
policy differences within the Trilateral group, Chapter III of the report 
describes the positions of the Trilateral countries on the principal issues 
involved. 



. . 

vi 

The recommendations of the Task Force attempt to bridge the gap between 
the longer term, global perspective on oceans management and the short­
term policy orientation of the Trilateral governments at UNCLOS III. The 
Task Force recommends: 

that Trilateral countries should not unilaterally extend offshore 
jurisdiction or commence deep seabed mining in 1976; 

that national continental shelf jurisdiction be limited to 200 
miles, with international sharing of a generous portion (such as 
one-half) of royalties derived from resource exploitation in this 
zone but outside territorial limits; 

that ·an International Seabed Authority should manage resource 
exploitation beyond the 200 mile limit and collect royalties 
therefrom to be reserved for internationally agreed purposes 

· (and operation of the Authority) ; 

that coastal state fishery regimes should be augmented by strong 
regional regulatory authorities related to species or groups of 
species and operating under coordinating guidance from inter­
national agencies; and that fees from licensing arrangements 
should be internationally shared; 

that free maritime traffic should be encouraged, with coastal 
states and the international community sharing responsibility 
for traffic management and pollution control; 

that freedom of scientific research should be maintained; 

that dispute settlement panels for oceans issues should be estab­
lished under United Nations auspices and that all states in dispute 
should be encouraged to have recourse to them . 



• 

TABLE OF CONTENTS 

CHAPTER I The Oceans in Global Perspective ............................ l 

A. Introduction l 
B. The Oceans as a Subject of International Negotiation 3 
C. The Global Perspective 6 

1. Navigation 
2. Fisheries 
3. Oil and Mineral Exploitation 
4. Environmental Management 

D. Technological Development 15 
1. Marine Transportation 
2. Fisheries Technology 
3. Off-Shore Oil and Mineral Extraction 
4. Off-Shore Power 

CHAPTER II - The Third United Nations Conference on the Law of the Sea .... 20 

A. The Existing Law 20 
B. The Conference Framework and Process 22 
c. Threats to the Conference 25 
D. The Single Negotiating Text 28 

1. Navigation 
2. The Exclusive Economic Zone 
3. The International Seabed 
4. The Marine Environment 
5. Marine Scientific Research 

CHAPTER III - Trilateral Interests and Perspectives ....•.................. 40 

A. The Exclusive Economic Zone 41 
1. Minerals 
2. Fisheries 

B. The International Seabed 50 
c. Navigation and Regulation of Vessel-Source Pollution 53 

CHAPTER IV - Prospects for the Oceans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 7 

A. Immediate Prospects 
B. A Longer View 

57 
65 

CHAPTER V - Recommendations . . . . . . . . . . . . . . . . . . . . • . . . . . . . • . . . . . . • . • . . . . . . . . . 70 

,(J 



.. 

CHAPTER I 

THE OCEANS IN GLOBAL PERSPECTIVE 

A. INTRODUCTION 

For over three hundred years, up to the mid-20th century, it 

was generally agreed that international interest in the seas was 

best served through a highly permissive regime which extended over 

the vast expanse of the world's oceans outside narrow territorial 

limits. Open and unimpeded use of the ocean was deemed to. be justi­

fied by virtue of a widely shared need to secure navigation, in 

particular for the purposes of international trade. The fish in the 

sea were believed to be· virtually infinite in variety and supply, 

their self-renewal assured by the bounty of nature. The vital en­

vironmental functions of the oceans were neither threatened nor 

understood. In the immense areas of the high seas restraints on 

passage.and fishing were minimal and the only legal system available 

to regulate life on board was that of the state whose flag was flown. 

In the traditional perspective the key concept was freedom. 

Today, modern technology has made possible a, much more intensive 

use of the. sea. The volume of world shipping, on which the great bulk 

of goods entering international commerce is carried, has grown rapidly: 

merchant tonnage nearly quadrupled between 1951 and·. 1971. The military 

use of. the oceans ha_s increased in importance, with the development 

by the Uniteq States and U.S.S.R. of powerful long range naval capa­

bilities. The fish in the sea - the source of approximately ten per 

cent of the world's .protein .- have been exploited at a grow_ing rate, 

from 16 million tons in 1950 to 60 million tons in _1970. The deposits 

of oil and gas _beneath the offshore continental margin now account 
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for approximately twenty percent of world production and the propor­

tion is expected to rise to about a quarter by 1980. The polymetallic 

nodules, containing nickel, copper, cobalt and manganese, which lie 

on the deep oceanic bed, mainly in the Pacific, are close.to.being 

cominercially exploitable. The·oceans are, in addition, increasingly 

the· receptacle for man-made wastes. Besides land-based activities, 

the source of· by· far the greatest· amount. of marine .pollution, environ­

mental' damage may result from ship operations, ·from: accidents in which 

cargo· is r~'leased~ or from offshore oil exploitation~ 

To these major ocean uses others could be added - for example, 

in· relation to' tourism and recreation, the conduct of marine scientific 

research,'the harnessing of tidal or thermal energy,· and the· possible 

transfer of industrial processes to offshore sites~ What is of particu­

la"r sigriificahce is the sp.eed with which the various· uses of the ocean 

have deve·loped ·and grown over the last twenty years, and indeed within 

the last ten years. The rate of technological advarice·has been rapid, 

ranging from the development of giant tankers and the capacity to drill 

at greater'depths, to the ability to track fish stocks and to capture 

themin quantities such as to imperil the abiiityof the stock to 

·reproduce. Changing economic conditions have been such :as to encourage 

development and use of this new technology ·and overall expansion of ocean 

activities. This overall expansion has oc·cu.ired against the background 

of increasi~g prosperity in the Northern hemisphere and:·the overall rise 

in world population, more concentrated in coastal regions. Governments 

have found themselves under increasing public pressure to maximise their 

position for the benefit of their inhabitants - to safeguard fishing 

catches, to. expand national limits over mineral resources,· and to protect 

the marine environment. At "the same time,·they have·been faced with the 

realization that few of their ambitions for more intensive use of the 

seas could be totally ~~~~~~~~~~~~~~~~~~~~~~~~~~-
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assured by individual national means, and that frequently national 

action to advance one interest would be detrimental to another, if 

other states reacted by taking similar or countervailing measures. 

The pattern of, developments has thus created a .tension between 

-
the notionof freedom, as contained iri traditional law,_ and a growing 

recognition that the entire expanse of hydrospace must be brought under 

new and sophisticated fonns of control and regulation. Expressed in 

economic terms;· the problem may. be represented as the passage from 

the assumptions of a free and apparently inexhaustible common property 

resource to one commanding a scarcity rent; from an economic stand-

point efficient use of the oceans requires limiting access to those 

willing to pay this rent. Politically, the problem has been one of 

allocation and management: how should ocean resources be divided and 

a more effective use of the marine environment achieved? A steady 

trend has shown itself over the last thirty years towards the establish- -_,. 

ment of much more extensive claims to national jurisdiction by coas~al 

states. Almost invariably these claims have been accompanied by state-

ments asserting or implying the claimant's right to exercise special 

or exclusive authority over economic activities in the offshore areas, 

now characterized as an extension of its land economy. The risk exists 

therefore of unrestrained, or unrestrainable, nationalism in ocean matters, 

side by side wi~h recognition that the extent and multiplicity of national 

interests cannot in fact be adeq·uately secured without recourse to multi-

lateral or regional efforts - that, if only out of self-interest, regard 

must be paid to international.considerations. 

B, 'rEtE OCEANS ..AS_A__S.tJBJECT OF INTERNATIONAL NEGOTIATION 

Repeated attempts have been made to resolve these tensions and 
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· conflicting claims, .notably by means of successive efforts at_ negotiation 

·within'· the United :Nations framework. · The First United Nations Conference 

· ·-.-.'on the -Law ·of the Sea,. held iri 1958, . led .to ,the adoption of four Conven-

-'' :· tions:which incorporated much of the customary law; .. as well as embodying 
~steps away from the traditional./ 

-·:··<::a· nUmber-d·f transitional/regime of freedom ... The Second ... Conference in 

,: ·1960 wa's 'an··unsuccessful. attempt to ·resolve·.<Various .·outstanding issues. 

· 'Th'e Third united Nations Conference on the Lawiof :the Sea. (UNCLOS III), 

which :began its subs tan ti ve work in 1974 ,· is the .latest ;phase of this 

· 'inte'rnational negotiation and provides the· essential ·background to any 

: 'Current discussion of the .subject. ':, 

·. ,:>' The·most prominent feature of the work of •UNCLOS III has been 

·· · tche ''.movement· towards a radical extension .of national j·urisdiction over 

·. ·Ocean resources. The basic division of traditional law has. •been between 

the ·territorial seas, a narrow band of waters.in· which the coastal state 

has ·sovereignty, and the high seas, the uses •and. resources o.f which are 

available to a:ll. The 1958 Conference authorized the .extension of the 

s i :sovere.i:gn rights of the coastal state . ove.r -.the. mineral resources of 

the continental shelf, which some states had al:r::~ady 

·. · · asserted in national legislation, At hlNCLOS· III there has been 

.. widespread support for the establishment by .coastal states of a 200 mile 

economic ·zone in which the state concerned would>: have special. or exclu-

,.· ,., sive rights with respect to living and non-living resources - in other 

J.. .words, fishing stocks would be placed under.the same basic regime as oil 

and gas deposits, and control over the latter would be extended to 200 
,These rights would be~ 

miles or, more probably, to the edge of the. continental-margin. Tcombined 

with the exercise by the coastal state of extensive powers as regards the 
1i 

prevention of marine pollution and the regulation Of.scientific research. 

While the detailed application and precise extent of the rights of the 
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.coastal state within the zone have yet to be determined and constitute 

indeed the main item of current negotiations,the general notion has 

already gained wide acceptance. The full force of the proposal may be 

appreciated when it is recalled that most fish stocks - indeed, in the 

region of 80 per cent or so of those now exploited - are to be found 

in the relatively shallow waters within 200 miles of the coast, that 

virtually all oil and gas deposits now exploitable are situated within 

the continental margin, and that most shipping - the ocean activity 

most affected by pollution measures - takes place in the crowded areas 

round the coast. While the trend in favor of national control is under-

standable1 therefore1 it raises a chain of questions as regards the bal-

ancing of national and international interests. 

The movement towards increased national control over ocean re-

sources has however been accompanied by a counter-tendency as regards 

the "international" area. It is proposed that the deep ocean floor 

situated beyond the seaward limits of the economic zone should be 

deemed to fall under a new jurisdictional concept; the "common heri-

tage of mankind". The exploitation of the mineral resources of this 

international area, essentially the nodules lying on the oceanic seabed, 

would be controlled by a new body, the International Seabed Authority. 

The process of agreeing on the establishment of such an Authority raises 

a series of issues: the choice of operators and the regulatory frame-

work to be adopted, the effect of exploitation on land-based produce~s, 

and the system of political controls to be incorporated in the proposed 

Authority. The demands of resource management, the pressure for equitable 
'. 

distribution of the benefits of the "common heritage", and political 

factors are thus closely interwoven. It is also possible that other uses 

of that area, such as environmental protection and scientific research, 



6 

may to some extent be brought under the same regime and that the Authori-

ty' s jurisdiction may be gradually extended upwards t.hrowJh the super-

· jacent water column to the surf'ace. 

C. THE GLOBAL PERSPECTIVE 

These proposals for modifying the freedom of the high seas have 

been made at a time in history when three non-legal perspectives have 

been brought to bear on the ocean in a newly urgent way; those of 

economics, politics and ecology. 

From the economic point of view, the ocean is essentially a 

uresource". This term is used to refer not only to the specific living 

and non-living resources found in the seas and seabed, but more widely 

to virtually all the other uses of the ocean. One beneficial result 

of this perspective is to underline the scarcity factor and thus to 
· · · '"the costs o~ 

enable more accurate estimates to be made of/altAv~ative uses. Even 

more important, the economic approach has placed appropriate emphasis 

on the need for tighter concepts and objectives in the management of 

living and non-living marine resources. Proper economic management of 

the world's fisheries, for example, would require limiting access and 

restricting fishing techniques in such a way as to maximize economic 

returns. But no single formula can be advocated as a conservation 

objective because of the wide variability in the stock composition of 

the world~fisheries. At one extreme, some fisheries consist only of one 

species of commercial significance; yet there are many more, at the other 
;;··;·.· 

extreme, that are composed of dozens of species whose interactions must 

be taken into account for purposes of effective management. The economic 

approach to ocean management tends, then, to reflect awareness of the 

importance of the level and scale of organization as factors in resource 
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management and scepticism regarding the potential effectiveness of 

fishery conservation solely at the national level. 

· The political approach has throughout been highly conspicuous 

in law of the sea negotiations. The deg·~ee of politicization now pre­
however 

vale~mplicated UNCLOS III enormously, drawing out the processes 

of alignment, consultation and pre-negotiation. The United Nations 

as a political system has had great difficulty in coping with the law 

of the sea: the operating·structure of regional groups has little or 

no relationship to the interests of the individual member states as 

entities engaged in ocean activities. It has only been by a process 

of reiterated politicization of the issue - rather than looking to 

immediate individual circumstances - that the Third World has been able 

to maintain its unity; and where that unity has not been fully maintained, 

the range and complexity of the issues involved have frustrated rapid 

progress. Many states have nevertheless been induced to focus on the 

complex of issues with a narrow and short-term interpretation of national 

advantage. Most coastal states espousing the concept of an exclusive 

economic zone1 for exampl~have understandably made light of their 

limitations in resource management and environmental protection. At the 

same time, the developing states, both coastal and non-coastal, have 

used UNCLOS III negotiations as one of several arenas for asserting a 

new set of rights and prerogatives and for demanding concessions 

from the developed states. Some of them have done so by mixing appeals 

to a sense of obligation with charges of historic injustice, showing that 

in their eyes the concept of international interest is virtually insep-

arable from that of the "new morality" in international relations. 
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Accordingly, for many states the UNCLOS III issues have a symbolic 

value in the context of North-South relations beyond the immediate 

practical benefits that might be achieved. 

The concept of a 200 mile economic zone is particularly problem-

atical from the point of view of global equity. The institution of such 

zones will amount to a virtual appropriation to national jurisdiction of 

over one-third of the present high seas, a surface area roughly equival-

ent to the total land mass of the earth; in other words the size of 

the are3. which states have to administer will double. A striking 

feature of this appropriation moreover is that nearly half - 46 percent 
involved 

- of the ocean a~ea/will Jgo to high income countries - North America, 

Australasia, Japan, some European countries, the USSR and South Africa -

that contain less than a quarter of the world's population, leaving 

just over half to the poorer countrie~ which already have over three quarters 

of the world's inhabitants. The distribution of economic resources 

on land is likely to skew the distribution even further: it is the develop-

ed countries which have the skills and capital to develop their zones. 

Thus from the perspective of global equity the movement toward national 

appropriation hardly serves the objective of international economic and 

social justice. Nor will the benefits to be &erived by the world 

community from the international seabed area be such as to counterbalance 

this tendency. 

From an environmental standpoint the sea is a complex of inter-

locking ecological systems, both human and natural. Now that more has been 

learned about the ocean environment, many marine scientists agree that its life 

forces, and consequently its vital contribution to the biosphere as 

a whole, are at risk; however it is also agreed that the process 
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of deterio~ation can be checked. Because the mariae environment cannot 

be managed scientifically in a random cir }?ieceme<u manner, it is 

regarded as obvious by scientists that environmental norms, standards 

and institutions should be devised and supported at various levels, 

not least the global level. It is generally conceded however that a 

special effort should be made at regional levels to apply particularly 

rigorous controls to those areas which are the most seriously polluted 

or the most vulnerable to catastrophic spillages. 

The perspectives of international society can be described, then, 

in a variety of ways. The global interest in proper management of 

the oceans derives from the scarcity of living and non-living resources, 

from problems concerning the world distribution of income and equity in 

the use of those resources, and from the need to foster the sense of 

D belonging to a single human society. From this it :wllows that there 

is a strong global interest in conservation of the world's fishing 

resources for more effective exploitation in a protein-short world, 

in maintenance of freedom of na~gation, in avoidance of widely-dispersed 

pollution, and, not least, in disposition of any net income arising 

from the exploitation of all ocean resources, no matter where it takes 

place. The global perspective might indeed call for extending the 

United Nations' notion of a "common heritage" to all ocean resources 

and uses - fishing,navigation and waste disposal, not just ocean minerals. 

There is no single way to translate these global concerns into 

specific principles of management. The following paragraphs are intended 

to indicate1 however1 what ocean management in four key areas - navigation, 
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fishing, oil and mineral extraction, and environmental manage,ment -

might look like when viewed from a predominantly global perspective. 

It should be emphasized that this section is not intended to be limited 

by "present realities", but is concerned instead with outlining an 

"idealized" system from a global point of view. We recognize that 

major obstacles to the implementation of the mojel. suggested are rooted 

in the nature of international society. .The UNCLOS I II negotiations 

reflect the current state of international society. Even if they 

are successful, which cannot be predicted with confidence, they will yield 

results different from those suggested in the following pages. We 

believe, however, that the global perspective offered here provides a 

useful point of reference for judging·the different approaches now being 

taken at the Conference. Such a perspective also helps measure the 

degree to which those approaches even if adQpted, wou.ld leave certain 

issues unresolved, where further negotiation to produce supplementary 

bilateral or regional arrangements would· in any case be necessary. 

1. Navigation 

I 

The maintenance of the srnooth flow of international cormnerce is of import-

ance to all countries. As in the past, there will be a universal interest 

in preserving and developing in+.ernationally agreed rules governing free-

dom of passage and the responsiblity of shippers. In the global perspective 

there should be a sharing of coastal state and international responsibility 

for the management of traffic in congested areas, which will grow in number, 

the financial burden of such management being shared by all. interested 

part:tes and not carried solely by the coastal state. There would be 

strict liability requirements for pollution from ships and special anti-
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pollution regulations might be imposed by coastal states within the 

framework of environmental management discussed below. 

2. Fisheries 

Many of the world's present fisheries are threatened with over­

exploitation. Under the laissez-faire approach which has hitherto pre­

vailed, there has been a reduction of fish stocks accompanied by an 

increase in the cost of fish to consumers and a decline in net earnings. 

The existing international fishing conunissions lack enforcement powers 

and operate chiefly as arenas in which bargaining can take place over 

the allocation of catches. The alternative to this system, as outlined 

at the Law of the Sea negotiations, is the extension of land boundaries 

and the system of land control out to sea by means of a 200 mile zone, 

with whatever modifications might or might not .be introduced in the 

final agreement. Most ocean resources would therefore be distributed 

in a largely arbitrary way, in which some states, including several which are 

already relatively prosperous, would benefit much more than others, 

and adequate conservation measures could not be easily established. 

From a global viewpoint, looking at the situation de novo, it would 

be better to take as the point of departure the biological factors 

regarding the different species - and to create the necessary regulatory 

and allacatory system around those facts. Arrangements would be 

devised therefore on the basis of distinguishable fishing 

grounds (by species or groups of species, on a regional or wider basis 

as appropriate). All interests would be represented within the institution­

al framework, special weight being given to the coastal states concern-

ed or those which already have interests in the particular fishery. The 
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functions of these agencies would consist on the one har.d, of providing 

rational management - the assembly of scientific data and their applic-

ation to the determination of optimum yields, and the limitation, where 

necessary, of access and of certain forms of fishing gear - and on the 

other, of determining how the total permissible catch would be alloc-

ated among the potential groups of fishermen. The diff:c.ulty of deciding 

how the catch should be allocated would obviously be very great, as 

indeed i.t is at present. If the task of management has been taken 

out of purely national hands, however, this would at least provide 

some assurance (both for those concerned with food supplies and con-

sumer interests and for those directly engaged in fishing oper-

ations) that stocks would be maintained. As regards the problem of 

allocation,which would remain the central issue, determination of the 

economic cost of fishing, defined as the most efficient way of catching 

the fish species and bringing it to shore, would have to be balanced 

against the social and manpower problems involved - the question of 

which particular human groups (whether states or groups within a state) 

should be engaged in the activity in the region in question. Regard 

would need to be paid to the situation of subsistence fishermen and to 

areas where alternative employment possibilities were not available, as 

well as to the possib\lity of negotiating phasing-out periods in 

certain instances. Having regard to the extreme difficulties involved 

in the process of allocation, it is worth while emphasising here that if 

any fishery which is currently over-exploited does come un~er economic-

ally sound_management, there is bound .to be a ver'_f substantial revenue 

gene:r:ated. The Food and Agriculture Organization, and other bodies 
. . : . 

within the United Nations family, would be responsible for providing 
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general guidance for conservation and proper management, and for en­

suring sufficient co-ordination between the various ~nstitutions, so 

that the overall structure operated efficiently, and was seen to be a 

coherent system. 

3. Oil and Mineral Exploitation 

The 1958 Continental Shelf Convention already establishes the rights 

of coastal states to exploit minerals on or under the continental shelf to 

a depth of 200 meters or to the limits of exploitability in adjacent 

waters. A global perspective would limit unrestricted national rights 

of exploitation to a fixed portion of the continental shelf; the narrower 

the limit the greater the. volume of resources and revenue would be 

available for international purposes. Exploitation of the resources 

beyond the coastal state limit on the continental shelf would there-

fore be undertaken on behalf of the international community and be 

subject to payment of royalties to an international authority. The 

coastal state would exercise managerial authority in this intermediate 

zone between the economic zone and the international seabed area on 

an equal andron-discriminatory basis. Access to mineral exploitation 

would not be restricted except when necessary to protect the environ­

ment, for reasons of conservation,or in order to reduce interference 

with other uses of the ocean. Beyond the intermediate zone an Internation­

al Seabed Authority would be vested with the authority of managing the 

exploitation of resources on the seabed. The Authority would be exer­

cised on the same basis as that of the coastal state in the intermediate 

zone. Royalties on oil and mineral resources are potentially very large 
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and further thought would have to be given to the best means of 
. - ._ 

mobilizing these royalties for economic development, but a possible solution 

would be to channel than through the World Bank ·institutions and 

existing regional development banks • 

. 4. Environmental Management 

Where waste disposal and other sources of pollution affect many 

nations there is clearly an international interest in regulating pollution. 

Indeed there is a global interest in the preservation of the ocean environ-

ment as a whole. However, the principal impact of waste disposal in 

the oceans is on coastal states in the vicinity of the disposal. Since 

the main source of marine pollution is run-off from the land, coastal 

states should be permitted to establish whatever level of overall 

pollution control they deem appropriate for their circumstances and 

values. General international standards are of course needed to govern 

waste disposal in the open seas, especially for those forms of waste 

that are long-lived and travel long distances, but it seems to be 

necessary, in the global perspective, to have also a world-wide network 

of (preferably harmonized) national legislation for pollution prevention 

and control. International standards would, for example, require that such 

national measures should be non-discriminatory in their applicability 

to ships using the area, and that in so far as possible they would 

not discriminate between foreign shipping and domestic polluters on land. 

Since only one-fifth of pollutants in the ocean comes .from ships, to 

focus anti-pollution requirements on ships alone is to slight the interests 

of the international community (by increasing shipping costs) with little 

gain in reduction of total pollution. It would be desirable that each 
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coastal state's anti-pollution requirements for snipping be kept in line, 

so far as. possible, with its anti-pollution requirements for run-off 

from the land, making due allowance for the different types of pollu­

tion involved. It would be contrary to the internq,tional interest to 

permit the use of anti-pollution control as an instrument for objectives 

other than control of pollution. 

D. TECHNOLOGICAL DEVELOPMENTS 

As a supplement to the global and irealistic perspective set out 

above, the following section contains a short descriptL:m of some of 

the technological developments likely to take place over the next decade 

or so. While sophisticated technologies may not provide the answer to 

the whole range of problems faced by ocean users, developments in ocean 

technology will in part determine future regulatory requirements and 

affect the context in wl1ich increased use of the oceans takes place. 

1, Marine Transportation 

After a five to seven year lull in the construction of super-tankers 

and ultra large cargo carriers (uLCC's),a resurgence is anticipated with 

probable return to the trend for larger ships in the category of 300,000 

to 500,000 tons. This development would depend on the completion 

of deep water mooring facilities which are now being planned. 

The development of terminal facilities and ships for the carriage 

of liquid natural gas will continue. Plans are already on the drawing 

boards for a number of pre-stressed concrete conventional barges on 

which the highly hazardous liquefaction of natural gas could take place 

offshore. A significant capability is likely to exist by about 1985. 
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The economic feas ibli ty of J.arge submarine tankers (towed, convention­

ally powered and nuclear powered) for the carriage of bulk liquid cargoes 

has been demonstrated in various studies. Despite the conclusions 

reached in these investigations, the huge investment in terminals, 

facilities, construction yards, training, etc., which is required is such -

as to necessitate a major decision of the government of a major industrial 

state. 

A number of sophisticated factory ships and ship-based industrial plants 

(e.g., for chemical processing) have already been completed. This trend 

will probably be accelerated in the next decade. An interesting factor 

in this regard is the unused shipyard capacity :!~esulting from 

the temporary surplus of tankers and ULCC's. 

A number of lesser technical developments in marine transportation 

will mature in the next decade, including precise navigation on the 

.. 

high seas and ship~to-shore communication via satellite. Thus precise navigational 

control of shipping will become possible in the next decade, but it 

may not be deemed necessary. 

2. Fisheries Technology 

Ocean fishing has remained essentially a hunting activity over 

the years. Recently, however, with the use of aircraft and increasingly 

sophisticated sounding techniques, the process of search has been greatly 

improved. With heavier and more expensive equipment the capacity for 

catching fish through trawling and seining has been significantly en­

larged, together with the development of factory ships on which large 
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catches can be stored and processed. The resulting changes in search 

and catch techniques put ever greater pressures on existing stocks 

of fish. In the not-too-distant future it may become possible to 

track schools of fish on a regular basis and to catch them when they are 

outside specified geographical jurisdictions, making it necessary 

to view the fish stock as the appropriate unit for regulation, rather 

than an arbitrary geographic area. Moreover, in time hunting tech-

niquesmay evolve into methods of herding, and it may become feasible 

to lure certain stocks of fish outside their original areas, thus 

raising further problems as regards the system of regulation and allo­

cation. It should be emphasised however that it is not possible to 

fix a reliable estimate as to when these developments may occur. 

3. Off-shore Oil and Mineral Extraction 

The development of semi-submersible oil rigs, off-shore storage 

facilities, off-shore terminals and other sea-based appurtenana:!s 

of oil and gas will continue, but may abate somewhat in about five 

years when the major fields, already discovered, begin to mature. In­

dustry may then wish to turn to off-shore extraction of sands, gravel, 

mineral sands, etc., as an outlet for its construction capability. 

The significant new development in off-shore technology is the 

ability to construct enormous prestressed concrete floating or quasi­

floating stable storage facilities. Built without the need for a 

shipyard per se, these large volume, low-cost-per-unit volume structures 

can fulfill a multitude of off-shore functions not limited to· the storage 

and processing of oil. The lead time from design to construction in this 
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area has been relatively short {five years). It is highly probable 

that these structures will proliferate for various 'forms of off-shore 

processing. Since much of the manganese. nodul'E~ processing will be 

energy- and chemical-intensive, it is likely to t'ake place eventually 

on stable platforms at sea, leading possibly to the construction of 

fairly large artificial islands. 

A concomitant to the large stable floating platform is the 

development of stable work and transportation ships. The key develop­

ment in this regard is the SWATH {Small Waterplane Twin Hull) - or 

the SSP {Semi-submerged Platform) ship. Such craft will be able to 

travel at a high speed and be stable in a heavy seas, albeit at a 

reduced payload. The substitution of these craft for helicopter or 

conventional work boats is likely to accelerate the growth of off-shore 

facilities. 

4. Off-shore Power 

A number of off-shore power plant concepts have been proposed 

or initiated. Furthest in advance are the floating nuclear power plants 

now under development. Capital investment constraints have been the 

major limitation to this project and it seems evident that some national 

or international effort in this regard will be required if such facilities 

are to become a serious option in the next decade. Environmental and 

safety considerations would, of course, constitute important factors 

in such initiatives. 

A number of studies indicate the technical and economic feas-

ibility of off-shore floating coa1-burning power plants as a substitute for 

land-based counterparts. The leadtime for design and construction 

would be much shorter than for nuclear power plants and the initial 

• 
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investment costs would be much lower. It is possible that a substantial 

number of such plants will exist by about 1985-1990. 

Developments are being pursued intended to lead to the develop­

ment of OTEC (Ocean Thermal Energy Conversion) plants for the fuel-less 

extraction of solar energy from the sea. The most optimJ.stic date for 

a prototype is 1981 and the economic feasibility of such a plant 

is in serious doubt. The probability that other than experimental proto­

types will exist in the next two decades must be deemed low. 
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CHAPTER II 

THE THIRD UNITED NATIONS CONFERENCE ON THE LAW OF, THE SEA 

A. THE EXISTING LAW 

The existing law of the sea consists of customary rules and of the 

four Conventions drawn up at the First United Nations Conference in 1958. 

In their territorial sea, states have sovereignty, the same plentitude 

of exclusive rights as they have over land, including control over the 

superjacent airspace. The sole exception to the principle of exclusive 

control by the coastal state is that foreign vessels have the right of 

innocent passage, namely, the right to proceed through territorial waters 

for the purposes of ordinary navigation, whether or not they are going 

to the ports of the coastal state concerned. The 1958 Territorial Sea 

Convention did not fix the outer limit of the t~.ritorial sea but a max­

imum width of 12 miles was generally advocated and most states have now 

come to accept this limit. 

In the high seas beyond the territorial sea, all states may exer­

cise the freedoms recognized in the 1958 High Seas Convention: free-

dom of navigation, of fishing, of overflight and freedom to lay submarine 

cables and pipelines. These freedoms, and others recognized by the general 

principles of international law, may be exercised by all states, coastal 

and non-coastal states alike, with''reasonable regard" to the interests 

of other states. The assumptions of the High Seas Convention are of a 

boundless universe, where all may prosper without need for payment or 

regulation other than as the flag state may impose with respect to 

its own vessels. 
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The 1958 Fisheries Convention, the least successful of the four, 

. . 
was a moderate move towards permitting coastal states to regulate the 

fishing of stocks round their shores, essentially from the standpoint of 

conservation. Fishing on the high seas has continued to be governed 

by the principle of laissez-faire 'first capture' subject to bilateral 

and multilateral quotaarrangements, mostly negotiated within the framework 

of regional fishing commissions. 

Fourthly, the 1958 Continental Shelf Convention granted coastal 

states sovereign rights over the submarine areas or "cq_ntinental shelf" 

outside the ·territorial sea for the purpose of exploring and exploiting 

the natural resources located there. This instrument has been widely 

followed and the main queption outstanding has been.the geographical 

extent of states' rights. The 1958 Convention ::-~_ves no more than an 

open-ended definition. States have sovereign rights to a depth of 

200 metres or beyond that limit "to where the depth of the superjacent 
1 

waters admits of the exploitation of the natural resources". of the 

submarine area. 

The 1958 Conventions, though widely regarded at the time of their 

adoption as a great advance in international law-making, thus left three 

major problems unresolved: the. width of the territorial sea, the outer limit 

of the continental shelf, and the arrangements to be made as regards 

the allocation and conservation of fish stocks. Nor did the Conventions 

incorporate a process or institution whereby their provisions could be 

continuously adjusted to deal with changing circumstances. The Second 

l~ Article 1, Convention OI'. the Continental Shelf. 

----------------
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United Nations Conference was held in 1960,principally in order to try 

and reach agreement on the width of the territorial sea. The effort 

failed, although a proposal for a six mile territorial sea and a six 

mile fishing zone beyond came very close to adoption. 

B. THE CONFERENCE FRAMEWORK. AND PROCESS 

Following a lengtl:yperiod of preparatory discussions between 1968 

and 1973, the Third United Nations Conference on the Law of the Sea (UNCLOS III 

was convoked in order to deal with the increased technological capacity 

to exploit the sea and its resources, and the problems of allocation which 

this capacity has created. The decision to begin the Conference was taken 
the 
i~sence of any agreed draft articles and after the agenda had been 

expanded to include virtually all aspects of the law of the sea. The 

Conference has held two substantive sessions, iu 1974 (Caracas, 20 June -

29 August 1 1974) and 1975 (Geneva, 17 March - 9 May 1975), and a third 
\ 

session is scheduled for New York in March 1976. There has thus been' 

a marked contrast between the slow process of international decision making 

and the steady pace of technological development. The years 1968-1975 

have furthermore witnessed a considerable change in the international 

climate and in the relative weight of the major political forces. 

UNCLOS III constitutes an ambitidus attempt at law-making through 

world-wide negotiation. Whereas the 1958 Conventions were based largely 

on existing customs and activities, the present conference is intended 

to make and recast the law on a much wider scale. The goal of producing 

a comprehensive law-making treaty may indeed prove to be beyond 

reach and the negotiators may yet need to change course so as to limit 

their agreement to certain general principles or to adopt several treaties 
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covering different parts of the subject matter, supplemented in either 

case by further measures at bilateral or regional level. The size of the 

conference lattended by some 140 delegations) ,the length of the agenda, 

the different degrees of importance attached by groups of states to 

individual items, and the observation of the principle of consensus, 

have together made it difficult to reach the stage of serious bargain-

ing and the construction of packages of adjusted compromise. 

The alignment patterns of the East-West conflict have not played 

a significant part in determining the divisions at UNCLOS III. The USSR 

and the United States have in fact adopted very similar positions on 

some of the major issues. They are both global powers with strong 

interests in unimpeded access to resources and maritime throughfares. 

They have pref erred to discuss questions relating to their conflicting 

strategic interests elsewhere, among themselves, and to pursue parallel 

policies at the Conference aimed at maintaining freedom of naval mobility. 

The main driving force at the Conference has been the movement towards 

increased coastal state jurisdiction. The acquisitive claims of the 

coastal states have been accepted in large measure by a majority of dele-

gations at UNCLOS III. The concept of the 200 mile exclusive economic 
2 

zone appears to have received legitimacy through UNCLOS III, irrespective of 

whether or not. the concept is finally approved in treaty form. 

2. The outer limit of the zone would be 200 miles from the baselines from 
which the territorial sea is measured. Assuming a twelve mile territorial 
sea, the zone as such would thus be 188 miles in width beyond the 
territorial sea. 
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Considerable disagreement nevertheless prevails over the precise extent 

of the coastal state's rights within the zone. The coastal countries, 

many of their spokesmen being from developing countries, have tended 

to assert extensive claims, while the developed maritime powers have 

taken the lead in stressing the dangers of creeping sovereignty which 

gradually would exclude outsiders from access to a large portion of the 

oceans. The issue cannot however be accurately characterized solely 

in terms of a conflict between the interests of developed and developing 

countries. Provisions amounting to full territorialization of the zone, 
which 

for;some Latin American countries have argued, would in all probability 

cause Third World solidarity to break down over the difference of 

interest between coastal and non-coastal states, unless, at the least, 

arrangements were made on a regional basis. Indeed, developments in 

this direction would in all likelihood have a cementing impact on 

the 48 landlocked and geographically disadvantaged states (most of 

them developing countries) which on substantive issues command the votes 

of a blocking minority. 

The most significant areas of disagreement, besides those related 

to the content of the coastal states' rights in the zone, concern the 

deep seabed regime and Authority, and the conduct of scientific research. 
The dispute on this last point has been between the coastal states that 
have.wished to make scientific research conducted in the zone subjrct to 
the consent of the coastal state, and those that, like most of the 
Trilateral countries, have sought to 

maintain the right to conduct research subject to internationally agreed 

obligations. 

The debate concerning the deep seabed regime reflects more than 

any other item on the agenda both an ideological conflict between the 
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rich and the poor countries and substantive differences of interest. 

The developing countries insist that the International Seabed Authority 

(ISA) should control directly all seabed mining and ultimately be-

come the exclusive operator;) 

c;he developed countries, particularly the United States, Japan 

and most of the European Conununity countries, have insisted on security 

of access. A primary issue of contention has been the authority of the 

ISA to impose production and price controls for purposes of protecting 

the interests of land mineral producers. Thus the con:flict between high 

technology countries and the developing countries in regard to the deep 

seabed regime is linked to the broader conflict over the reoganization 

of the international system and the creation of a new economic order. 

C. THREATS TO THE CONFERENCE 

The complex and protracted nature of UNCLOS III has produced 

more than the usual amount of frustration associated with contemporary 

conference diplomacy. Many states believe they stand to gain a great 

deal from the legal regimes under discussion and their gove~nments 

are under pressure to fulfill the expectations raised as regards rights 

to resources. These frustrations give rise to two·kinds of threats 

to the Conference: first, that a substantial number of influential 

states will, in their exasperation, resort to some form of unilateral 

action, thereby destroying the incentive to continue the pursuit of 

universal solutions; secondly, that one or more groups of like-minded 

governments may decide not to wait to the end of the global treaty-making 
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process and resort instead to multilateral arrangements amongst them-

selves, thereby inviting retaliatory treaty-making by other states. 

In either case, the world would be saddled with two or more incomplete 

and incompatible treaty systems purporting to govern important ocean 

uses. 

The first of these dangers is the more immediately evident. 

Indeed several nations since the opening of UNCLOS III have already 

had recourse to one form of unilateral action, namely, the enactment 

of national legislation establishing 200 mile fishing or economic zones. 

Pressures for legislation of this kind are growing from.month to month in 

Trilateral fishing countries like the United States, Canada, Britain 
Trilateral 

and Norway. The precarious balance of political power in several / states 

gives added leverage to regions and groups reprc~-::::iting special 

interests. Until now the governments in these countries have 

withstood the pressures for unilateral action, but if one gives way, the 

others are likely to follow suit. The situation has been graphically 

described by The Times of London (May 27~ 1975) : 

"Like athletes, the maritime countries stand 
at the ready, warily watching each other, some 
wanting to anticipate the starter's pistol -
which they know will not go off - but each 
prepared to join the chase as soon as one of the 
others makes a break." 

In addition to national legislation creating extended coastal zones, 

some of the technological powers may be tempted, under domestic pres-

sure, to authorize new cor_pora te initiatives in deep ocean mining, in 

defiance of repeated resolutions by the United Nations General Assembly 
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calling for a moratorium on such activities, but allegedly still per­

missible under the laissez faire principles embodied in the old law of 

the sea. Other states may be tempted to exercise extended enforce­

ment powers in waters still regarded as belonging to the regime of the 

high seas, for example for the purposes of pollution prevention. Not 

all such unilateral measures would necessarily and automatically be 

subversive of future attempts to organise ocean management in the in­

terest of the world community. Much would depend on the manner and 

timing of the initiatives. But there is a serious prospect that a 

few relatively moderate initiatives could trigger off a chain reaction 

among an increasing number of frustrated or resentful states, and that 

some of these actions would constitute grave deviations from the spirit 

or the letter of the conference drafts upon which the hopes for universal 

consensus rest. 

The other source of danger to UNCLOS III is that of competitive 

treaty-making on the part of groups of disenchanted states. It is 

conceivable, for example, that a simple majority of nations at the Con­

ference, unable to obtain a two-thirds vote for a particular version 

of the economic zone proposals, might proceed to legitimize a zone of 

that kind among themselves outside the forum of UNCLOS III. It is equally 

possible that a large majority, unable to secure more or less universal 

support for a comprehensive treaty, might nevertheless decide to conclude 

a limited instrument of that kind, which some of the dissident minority 

might feel unable to accept, preferring to stick to existing law. 

The Pl"'O°l>ability of either of these dangers emerging is heightened if 
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it transpires that a cleavage of opinion develops at UNCLOS III on the 

legal or even symbolic· significance of the single negotiating text 

prepared in May 1975. Even though this text was understood at the time 

of drafting to have no binding effect on the delegations and to repre­

sent only a basis for discussion, different opinions are likely to 

be held on the extent to which it reflects an emerging consensus on 

key issues. 

D. THE SINGLE NEGOTIATING TEXT 

In order to overcome the inability of the Conference to arrive 

at a common starting point for negotiations, the chairmen of the three 

main committees were asked at the Geneva session in the spring of 1975 

to prepare a three-part "Informal Single Negotiating Text" (SNT) , 3 covering 

the topics assigned to their committees. The principal source for the 

content of these texts was the work which had been done in various informal 

groups. Whereas the discussions in these groups had led to a measure of 

agreement on some issues, or at least to the emergence of a main trend, 

this was far from being the situation on all issues, and even where broad 

principles had been established there was still disagreement as to the 

terms and conditions under which those principles were to be implemented. In 

consequence the SNT cons ti tute's an uneven mixture: in those areas where 

there is a measure of agreement, the text either suggests a specific applica­

tion or has recourse to language broad enough to permit different interpre­

tations; in some instances the text proposes solutions even though it is 

clear that important groups of countries may find these hard to accept. Thus, 

while the SNT broke a procedural deadlock, it could not provide an instant 

solution to the major substantive issues. It will, nevertheless, play a central, and 

3. A/CONF.62/WP 8, Parts I, II and III. 
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indeed probably dominant, role in shaping the outcome of the Conference. 

The remaining part of this chapter is a summary of the main con-

tents of the single negotiating text in respect of the principal topics. 

1. Navigation 

There is general agreement in UNCLOS III that the territorial 

sea should extend out to 12 miles from the baselines. Within the territor-

ial sea all vessels maintain the right of innocent passage. Accord-

ing to the SNT "passage is innocent so long as it is not prejudicial to 
4 

the peace, good order or security of the coastal state:• The coastal 

state is prevented from interrupting or hampering innocent passage 

and may not levy charges on passage through the territorial sea, 

except on a non-discriminatory basis for specific services. 

Since some 120 international straits will be overlapped by a 

12 mile territorial waters regime, it has been a major objective 

of the maritime powers to ensure continued unimpeded passage through 

such straits. Some straits states have sougltto limit the right 

of navigation to innocent passage, thereby requiring submarines to travel 

on the surface and aircraft to receive permission for overflight. The 

SNT accorrnnodates the views and interests of the maritime powers in pro-

viding for the right of transit for all ships and aircraft. 

While freedom of navigation through the economic zone is main-

tained, this is subject to the exercise by the coastal state of regulatory 

powers, in particular with respect to pollution, and to flag and coastal 

state enforcement of pollution standards {an aspect which is dealt with 

4. A/CONF 62/WP 8, Part II,Art.16, para. 1 
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further in the section below on the marine environmen~. Resource-related 

activities in the economic zone will in any case increase the need 

to regulate traffic so as to avoid conflicts over uses of the sea. 

A further concept to which the Conference has given legitimacy 

is that of archipelagic waters, defined as the waters enclosed by the 

straight baselines joining the outermost islands and drying reefs of an 

archipelagic state; such waters are thus distinct from the economic zone 

surrounding the archipelago. Considerable disagreement exists as 

regards the length of baselines permitted in determining archipelagic waters 

and with respect to the ratio of land to water within the baselines. 

Having regard to the large expanse of presently open seas thus enclosed, 

in some instances (most notably Indonesia) of major significance for 

international navigation, it is important that ships of all states 

should be accorded the right of innocent passage through archipelagic 

waters. 

Both coastal and archipelagic states are given regulatory 

power to designate special sealanes and to prescribe traffic separation 

schemes within territorial and archipelagic waters. Increased recourse 

to the establishment of such schemes will certainly be a feature of the 

future pattern of marine transport. 

Although the Conference does not deal with military matters as 

such, the regulatiQns with respect to navigation have implications as 

regards security issues. Some of the controversy over the extent of 

coastal state sovereignty in the economic zone is connected with the 

interest of the major naval powers in freedom of access and transit for 
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naval forces, and in the possiblity of installing underwater listening 

devices. For reasons of geography the USSR would be much more con­

strained in terms of its naval operations than the United States should 

navigation through international straits be limited to innocent passage. 

The increased range of submarine-launched ballistic missiles will make 

the United States deterrent less and less dependent on passage through 

international straits. The major exception would be Gibraltar, but · 

the presence of United States strategic missle-carrying submarines in 

the Mediterranean is important primarily for political symbolic reasons, 

rather than for strategic purposes. Presumably ad hoc arrangements 

could be made with the littoral states independent of the international 

legal regime. The major constraint on American naval power would be on 

the rapid projection of surface naval power into a conflict area. The 

issue of overflight rights could also be important in certain conting­

encies. The question should be posed in this connection whether it would 

be in fact in the interest of the littoral states to be in a position 

to make decisions with respect to the passage of great power naval forces. 

Such a position could involve them in conflicts which otherwise might 

not extend to their shores. It should nevertheless be noted that the 

development of precision guided munitions is likely to improve significantly 

the capability of coastal states to deny even powerful naval forces passage 

.through.straits. 

2. The Exclusive Economic :Zone 

The SNT establishes the principle of a 200 mile exclusive 

economic zone. Within the zone, the coastal state is accorded "sovereign 

rights" to exploit and ma'1age natural resources, "exclusive rights and 
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jurisdiction" over artificial islands and installatior.s, "exclusive 

jurisdiction" over all activities pertaining to eco..nomi.::: exploitation of 

the zone (as opposed to- its resources) and over scientific research, and 

"jurisdiction" with regard to the preservation of the marine environment. 

"Subject to the relevant provisions of the present convention" all states 

shall enjoy "the freedom of navigation and overflight and of the lay-

6 
ing of submarine cables and pipelines" within the zone. 

As regards fisheries, although coastal states are granted over-

all sovereign powers, they are under obligation to conserve stocks and 

to promote optimum exploitation by allowing other states access, 

subject to payment of a fee or other arrangement, to the portion of the 

5 

allowable catch which exceeds their own harvesting capacity. The articles 

on anadromous species (e.g. salmon) give regulatory powers to the states 

in whose fresh waters the anadromous fish originate. It did not prove 

possible to _reach agreement on highly migratory species such as tuna 

and swordfish during the Geneva session, and the SNT limits itself to a 

vague prescription of cooperation between coastal states and other states 

harvesting such species through appropriate international organizations. 

The SNT provisions for accomodating the interests of landlocked 

states in the zone of adjoining states are equally va9ue. Such states 

are accorded the right to participate in exploitation of fishing resources 

of these zones "on an equitable basis", taking economic and geographic 

5. A/CONF 62/ WPS/ Part II,Art.45. 
6. Op Cit.Art.47 
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7 
circumstances into account. The terms of this participation, however, 

are not spelt out but are left to be negotiated bilatera~_ly or regionally. 

According to the SNT, coastal states may exercise sovereign rights 

over the continental shelf for the purpose of exploring or exploiting 

its natural resources. The continental shelf is defined as the 

natural prolongation of the land territory to the outer edge of the 

continental margin or out to 200 miles from the baselines, whichever 

is the furthest. The exclusive right of the coastal states to the 

exploitation of oil and gas on the continental margin beyond 200 miles 

remains a controversial issue however. As a possible compromise it is 

stipulated that the coastal states shall ,.pay a royalty (unspecified) 

on extraction from the continental margin beyond 200 miles. 

3. The International~eabed 

The provisions of the SNT in regard to deep sea mining constitute 

perhaps the most controversial group of issues for further negotiations. 

The text has in large measure been structured in accordance with the 

interests and expressed wishes of the "Group of 77", which at UNCLOS III 

includes some 104 countries. The draft articles derive from the agreed 

premise that the deep sea area and its resources are the common heritage 

of mankind. The SNT provides for the establishment of an International 

7. Op. Cit . Art. 57, Para. 1. 
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Seabed Authority, comprising an Assembly, a Council, a Tribunal, an 

Enterprise and a Secretariat. Activities in the deep seabed area 

shall, according to the SNT, be conducted directly by the Authority. 

However, provisions are made.for the conclusion of service contracts and 

the establishment of joint ventures with individual operators iri 

order to carry out exploration and exploitation. The ·Authority is to 

avoid discrimination in granting concessionary rights, but it is explicit-

ly stated that special consideration for the interests and needs of the 

developing countries is not to be regarded as discrimination. The 

Authority is furthermore expected to ensure an equitable sharing of 

benefits derived from deep seabed mining and to further the transfer 

of technology to developing countries. Particular attention has been 

devoted to the need to protect the economic in::..rests of the land 

producers of the min'erals contained in manganese nodules, and the SNT explicit-

ly grants the Authority the powers to determine the extent.of the area 

to be exploited as well as the rate of exploitation. Protective measures, 

such as integrated conunodity arrangements and buffer stock arrangements, 

are among the measures provided for. 

The United States has made clear its position that the.Authority 
8 

"should not have the power to control prices or production rates". 

It remains to be seen whether some compromise formula can be found 

between the Peventive and compensatory apprpaches in regard to licensing 

8. Secretary of State Henry A. Kissinger in his address to the American 
Bar Association, Montreal, 11 August, 1975. 
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and provisions for revenue distribution which might satisfy the 

dominant interests involved. 

The extent to which deep seabed mining would have an adverse 

economic effect on mineral exporting count~ies is hard to assess due to 

the technical and economic uncertainties involved. Some United Nations 

studies indicate that nodule mining will increase total supplies only 

minimally over the next ten years in terms of copper supply (1 -2 percent 

in 1985) , somewhat more with respect to manganese ( 8-16 percent) and nickel 
9 

(14-29 percent), and substantially in the case of cobalt (33-66 percent). 

In 1972 the developing countries accounted for only 13 percent of the 

world's total nickel production, but the share has been growing. Only 

one developing country (Gabon) is dependent on manganese exports. 

The cobalt producers include developing countries like Zaire, Zambia, Cuba 

and Morocco. It has been estimated that the developing countries' 

export earnings from the four minerals in question - which are roughly $2 
per annum 

billion/at present and which will probably double over the next decade -

could be $300 - 400 million lower in 1985 than would be the case in the 
10 

absence of seabed mining. 

9. United Nations Secretariat, Economic Implications of Sea&Bed 
Mineral Development in the International Area: Report o·f. the 
Secretary General, A/Conf. 62/25, 22 May 1974, p.53 

10. Development Policy Staff, International Bank for Reconstruction 
and Development, Energy and Minerals: Outlook for Developing 

(more P.17) 



4. The Marine Environment 

The SNT from the Third Committee establishes the principle that 

0 states have the obligation to protect and preserve all the maritime 
11 

environment". A broad consensus has emerged on the monitoring and 

assessment of land-based pollution as well as in regard to provisions 

about ocean dumping and continental shelf pollution. Vessel source 

pollution has been the major obstacle to general agreement. 

As regards land based pollution the SNT stipulates that states 

shall establish national laws and regulations and that they shall endeavor 

to harmonize their policies as well as to establish global and regional 

rules and standards. Similar attempts at coordination and rulemaking 

are envisaged in regard to the control of pollution from cont.:inental shelf 

activities and as regards the dumping of wastes. Within an unspecified 

zone the coastal state is to have the exclusive right to regulate dumping. 

With respect to vessel source pollution the SNT provides that 

"States, acting .·through the competent international organization or by 

general diplomatic conference, shall establish as soon as possible and 

to the extent that they are not already in existence, international 

10. (Continued) 
Countries and Selected Issues, Paper prei_)ared for 1st World Energy 
Symposium. Energy and Raw Materials, Uovember 1973, P. 12. 
The figures cited are to be interpreted as indicating the approx­
imate order of magnitude. The overall income of land-based 
producers would nevertheless be considerably greater than at 
present because of the increased wor.ld demand for the metals. 
See United States working paper, 
A/CONF. 62/ C.l/L. 5, table 2. 

ll, A/CONF.62/WP. 8/Part III, Protection and Preservation of the Marine 
Environment, Art. 2. 
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rules and standards for the prevention, reduction and control of 
12 

pollution of the marine environment from vessels:• 

It seems likely that the Inter-governmental Maritime Consultative 

Organisation (IMCO) will be the principal organ in this connexion. 

Flag states are obliged to establish laws and regulations which are at 

least as stringent as the international standards. Coastal states 

may establish special laws and regulations for the protection of the marine 

environment on a non-discriminatory basis in areas where pollution 
13. 

might cause "irreversible disturbance of the ecological balance." 

The effective enforcement of rules and standards for preventing 

pollution is entrusted to the flag state. The port state and the coastal 

state are also accorded a right of enforcement however as regards vessels 

voluntarily within their ports or territorial waters. The coastal state 

may inspect and arrest vessels for violations committed within the territor-

ial sea and take judicial action if the flag state fails to institute 

proceedings for the offence. The coastal state may also request 

information and, in the case of flagrant violations, board a vessel 

for inspection when there are reasonable grounds for believing that it 

has discharged in violation of international rules and standards 

within an as yet unspecified area (which1 howeve~will probably be 

commensurate with the economic zone). 

12. Op. Cit., Protection and Preservation of the Marine Environment, 
Art. 20, para. 1. 

13. Op. Cit., Protection and Preservation of the Marine Environment, 
Art. 20, para. 5. 
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That steps should be taken to deal with serious pollution is widely 

agreed. Shipping interests are concerned howeyer lest anti-pollution 

enforcement provisions may be applied in ways that impede or harass 

navigation. The fact that provisions to protect the marine environ­

ment will probably remain general in any treaty likely to emerge, 

leaving the details of. regulation and enforcement to coastal states, may 

result in a diversity of separate regulations to which shippers will 

have to conform. The traditional freedom of navigation, including the 

right of innocent passage, might thus be considerably compromised. As 

against this consideration is the need to assure that nations will be 

empower~d to introduce measures sufficiently strong to protect the 

coastal environment. A balanced solution to. this problem would thus 

require that national measures relating to ship~~ng conform to international 

norms and standards. 

5. Marine Scientific Research 

The SNT lays down the premise that all states have the right to 

carry out scientific research. Such research shall be for peaceful 

purposes only and be conducted in such a way that it will not unduly 

interfere with other legitimate uses of the sea. The dispute at UNCLOS III 

has chiefly revolved around the issue of coastal state consent to 

scientific research within the economic zone. Marine . scientists and 

geologists fear that the requirement for prior consent may unduly impede 

important scientific works, in a period in which new evidence on the 

structure and internal motion of the earth is being drawn increasingly 

from beneath the sea. Their ·apprehensions concerhirig arbitrary denial 

of access are reinforced by experience of the last decade with respect to 
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research on the continental shelf, where access has been frequently not 

granted despite the stipulation in the 1958 Continental Shelf Convention 

that permission to do research would normally not be withheld. Coastal 

states, particularly developing states, on the other hand, have insist-

ed that consent is a necessary adjunct to their control over resources, 

since research will often generate knowledge on the availability of 

exploitable resources. There is the further consideration that research 

may also have military implications. On both grounds there has been a 

demand for close surveillance of research activity and access to the 

results. 

According to the SNT coastal states would have the exclusive 

right to conduct and regulate research in their territorial sea. The 

SNT from the Second Committee establishes the need for coastal state 

consent in the zone1 but provides also that such consent shall not 

normally be withheld. The text from the Third Committee on the other 

hand emphasizes only the obligation of researchers to respect the 

rights of the coastal state; research "related to the living and non-

living resources of the economic zone and the continental shelf shall 
14 

be conducted only with the explicit consent of the coastal state." 

States are obliged to promote the development and transfer of 

marine sciences and technology. The most important measure which the SNT 

provides for in this connection is the establishment of regional marine 

.. 

scientific and technological centers in cooperation with the International 

Seabed Authority. 

14. Op.Cit.1 Marine Scientific Research,Art.21. 

.). 
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CHAPTER III 

TRILATERAL INTERESTS AND PERSPECTIVES 

The outcome of the Third United Nations Conference on the Law of 

the Sea will have a major impact on the international setting within 

which Trilateral Commission nations operate in the coming decades. 

An overriding concern of UNCLOS III is with ocean resources and the 

most notable result of that Conference is likely to be the enclosure 

within national jurisdiction of the great bulk of the resources now 

exploitable. Depending \WOn their geographic circumstances, some Tri-

lateral Commission countries will benefit more than others from this 

move. Those that are already well endowed in terms of resources, island 

possessions, and lengthy coastlines will acquire more resources and ocean 

space than the rest. Similarly, on a global basis, the Trilateral 

nations, proportionate to their size, benefit more from territorial ex-

tensions than do most of the developing world. Relatively fewer Tri-

lateral countries are geographically disadvantaged than is true for 

the world as a whole. 

Despite these geographic circumstances, the majority of Trilateral 

nations have not favored the extension of national jurisdiction offshore, 

and only recently have some Trilateral nations acquiesced in the widespread 

support for economic zones of 200 miles. Trilateral nations will not 

only benefit from such extensions, but they will also be better able 

than most to cope with the difficulties attendant upon acquiring vast new 

areas. Problems that are already apparent include boundary disputes, 

enforcement. of national. and international regulations, and the 
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exacerbation of divisions within nations between coastal regions and 

central governments. ·wise management of newly acquired ocean resources will 

be difficult at best for Trilateral nations and is likely to be even 

more problematic for developing nations. Areas posing special problems 

and requiring cooperative approaches include semi-enclosed seas such as 

the North Sea, the Mediterranean and the Yellow Sea, as well as similar 

areas elsewhere of concern primarily to developing countries, such as 

the Caribbean and the West African bight. 

The perspectives of individual Trilateral Commission countries 

toward the use and management of the ocean's resources are influenced 

by a variety of factors: geographical situation, dependence on ocean 

resources, alternative land-based sources of supply, historical orientation 

to the oceans, domestic interest groups, political relations with neighboring 

states, and the like. These different perspectives influence the policies 

pursued with regard to main topics under conside:L_ '..:ion at UNCLOS III, namely 

jurisdiction over offshore zones (including fishing}, deep sea mining, 

navigation and vessel source pollution. The policies, and the reasons 

behind these policies, are considered below. 

A. THE EXCLUSIVE ECONOMIC ZONE 

1. Minerals 

According to their circumstances, Trilateral countries have adopted 

different positions on the question of the establishment of a 200 mile 

economic zone. As an island nation with island dependencies, Japan has a 

lengthy coastline compared to its land mass. Despite its proximity 

to the mainland, Japan would rank seventh among coastal nations benefiting 

from 200-mile extensions and would acquire 4.6 percent of the world-

wide economic zone. (See Table 1). Moreover, potentially rich oil 
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fields have been discovered beneath the Yellow and East China Sea and 

are estimated to be among the world's ten largest deposits. Japan 

has proposed that the coastal·state.have the right to-establish a 

coastal seabed area to the outer limit of the continental shelf to a 
15 

maximum distance of 200 nautical miles from the baselines. Coastal 

state rights in the area would be limited to exploring and exploiting 

mineral resources. Where states are adjacent or opposite to one another, 

delimitation would be by agreement and would take the equidistance 

principle into account. Due to the existence of a major trench off its 

shores, Japan does not fare as well under an extension of jurisdiction to 

the outer edge of the continental margin (440,900 square nautical 

. miles) as to a 200-mile seabed zone (l,126,000 sq. n. miles). 

Canada, on the other hand, fares well under both a 200-mile 

economic zone, (it would rank fifth among coastal nations, with 5.6 

percent of the world-wide zone) and an extension to the edge of the 

continental margin (second among coastal states with 9.3 percent of the 

world's margins), and has claimed both. Mineral potential off Canadian 

shores is estimated at 59.6 billion barrels of recoverable oil and 
16 

457.2 trillion cubic feet of recoverable gas. Although Canada's pre-

occupation with its ~ontinental margin is relatively recent, it is now a 

15. A/CONF. 62/C.2/L.31, Rev. 1. 

16 .. Offshore drilling .to the end of 1973.was insufficient to estimate 
reserves. Of 80 holes off the east coast, no commercial oil or 
gas field was confirmed. Canada, House of Commons, Standing Committee 
on External- Affairs and.National Defence,Minutes of Proceedings and 
Evidence, Issue No. 27, Dec"' 12, l973, pp. 39,82. 
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Table - 1 

Trilateral Conunission Member States: 
Geographic Situation in Relation to 200 Mile Economic Zones and Territorial Sea Claimsa 

Country 

Belgium 

Canada 

Denmark 

France 

Federal Republic 
of Germany 

Ireland 

Italy 

Japan 

Luxembourg 

Netherlands 

Norway 

United Kingdom 

United States 

a 
Sources: 

Coastal 
length 

{nautical 
miles) 

34 

11, 129 

686 

l, 373 

308 

663 

2 ,451 

4,842 

198 

1,650 

2,790 

11, 650 

Margin Area 
to 3,000 m. 

depth 
{square 
naut. miles) 

800 

1,240,000 

20,000 

75,800 

. 11, 900 

84, 100 

160,000 

440,900 

24,700 

463,700 

281, 800 

862, 600 

Margin Area Territorial 
to 200 Sea Claims 

naut. miles 
{square 
naut. miles) (naut. miles) 

800 3 

1,370,000 12 

20,000 3 

99,500 12 

11,900 3 

110, 900 3 

161,000 6 

1,126,000 3 

24,700 3 

590,500 4 

274,800 3 

2,222,000 3 

Albers, John p,, et al., Summary Petroleum and Selected Mineral Statistics for 
120 Countries, Including Offshore Areas. Geological Survey Professional 
Paper 817, Washington, D. c., U.S. Government Printing Office, 1973, p. 125. 

United States, Department of State, National Claims to Maritime Jurisdictions, 
International Boundary Study, Limits in the Seas {Series A), No. 36, 1st 
Revision, 1973. 
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strongly held interest and Canada has been extremely active at uNCLOS III 

in pressing for coastal state jurisdiction over th~ margin beyond 200-mile 

17 zones. 

Norway, like Canada, has pressed for a 200-mile economic zone (acquiring 

2.4 percent of the global economic zone, placing Nor\vay eleventh among coastal 

states acquiring offshore territory) and jurisdiction to the outer edge 

of the continental margin (under which Norway ranks eighth). In delimiting 

offshore boundaries Norway has 'supported a median line and equidistance 

approach. Presently unresolved are Norway's continental shelf b9undary 

with the Soviet Union in the Barents Sea and the ·status of the continental 

shelf surrounding the Svalbard (Spitzbergen) archipelago. Norway has 

concentrated its oil exploration in the North Sea south of the 62° N. 

latitude. Confirmed reserves on Norway's North Sea Shelf are 750 million 

tons of oil and 750,000 million cubic meters of gas. The estimated total 

reserves are 1000-2000 million tons of oil and 1000,000-2000,000 million 

. 18 cubic meters of gas. 

Member states of the European Economic CoIIUlllity do not benefit uniformly 

from extensions of jurisdiction over off shore resource zones and continental 

margins. Whiie the United Kingdom has supported a 200-mile zone plus sea-

bed jurisdiction to the outer edge of the continental margin (which would 

also be favorable to Ireland); Belgium, Germany, Luxembourg and the Nether-

lands have jointly pursued a policy of limiting coastal state extensions 

of jurisdiction. Together with a number of land-locked and shelf-locked 

states the latter countries have proposed the creation of regional zones., 

revenue-sharing from the mineral resources of the zone, and participation 

. ---------------------------------------------------------------------------
17. A/CONF.62/L.4. 

18. St.meld. nr. 81 (1974-75) 
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for land-locked and other geographically disadvantaged states in the 

exploitation of living and non-living resources in the zones of adjacent 

19 
and nearby coastal states. France and the United Kingdom have a number 

of island possessions which they wish to see accorded the same jurisdiction 

as other land territories. Denmark similarly takes the Faroes and Green-

land into account in its attitude to a 200-mile zone. Without them Denmark 

would acquire an area of only 20,000 sq. nautical miles under either a 

zonal or margin delimitation due to the presence of nearby states. Italy, 

like Denmark, acquires less than a full 200-mile zone due to the proximity 

of neighboring states. 

Oil prospects of EEC countries are affected by size of the continental 

shelf to be acquired in the North Sea, the major area of promising activity. 

Total reserves of the whole North Sea are estimated to be around 40 billion 

barrels. 

United States policy with regard to offshore ;,,risdiction has been 

characterized by extensions of jurisdiction, followed by a sharp policy 

reversal in 1970, with a subsequent return to a policy of expanding 

jurisdiction. Like Canada, the United States fares well under both a 200-mile 

zone (ranking first among coastal nations with 9.1 percent of the world-wide 

zone) or the extension of jurisdiction to the edge of the margin (ranking 

fourth, with.6.5 percent of the world's margins). The United States also 

has abundant off shore reserves of petroleum, estimated at 144 billion barrels 

20 
of oil and 822 trillion cubic feet of natural gas. The United States 

policy reversal in 1970, therefore, was not due to lack of interest in 

offshore resources but rather represented an effort to create an international 

-------------------------------------------------------------------------
19. A/CONF.62/C.2/L.39. 

20. U.S. Department of the Interior, News Release of March 26, 1974, "USGS 
Releases Revised U.S. Oil and Gas Resource Estimates." The United States 
Ecological Survey estimates were substantially lower than earlier estimates 
as used in the Frezon summary in Table -2. A recent study by the National 
Academy of Sciences places the estimates still lower, holding that the 
united States Ecological Survey methodology of estimating was unrealistic. 
Mineral Resources and the Environment, NAS, Washington, 1975. 

.. 
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seabed regime that would not be detrimental to freedom of navigation. 

Since then United States policy has reverted to the expansion of offshore 

jurisdiction and the United States has expressed support for a 200-mile 

economic zone (including fisheries) exte~ding, as regards mineral resources, 

21 
to the edge of the continental margin. Within the economic zone the 

United States proposes five international features: no unjustifiable 

interference with other uses of the area, international pollution standards, 

guarantees of investments, compulsory settlement of disputes, and revenue 

sharing. 

2. Fisheries 

Trilateral nations harvest roughly one-third of the total world fisheries 

catch. Fisheries questions at issue among Trilateral countries fall into 

two categories: (1) policy differences between Japari on the one hand and 

the United States and Canada on the other; and (2) differences among states 

fishing in the North Sea and Northern Atlantic. The fisheries off North 

America are some of the most valuable in the world, and United States and 

Canadian fishing off the shores of other nations is limited. These two 

countries have therefore supported a combined species approach and a 200-

mile coastal state resource zone. According to their proposals the coastal 

state would have exclusive rights to fisheries within 200 miles of the 

shore, but would allow foreign nationals to fish for that portion of the 

stock not harvested by the coastal state. Anadromous species (notably salmon) 

would be reserved exclusively to the country of origin and highly migratory 

species would be governed by international regulation. 22 

21. A/CONF.62/C.2/L.47. 

22. A/CONF.62/L.4, 
A/AC.138/SC.II/L.38, 
A/CONF.62/C.2/L.47 and A/CONF.62/C.2/L.80. 
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Table -2 

Trilateral Commission Countrie:s: 
Population and Ocean Resource Situationa 

Country 

Belgium 

Canada 

·Denmark 

France 

Population 
in mil. 

(mid 1971) 

9.7 

21. 6 

5.0 

51. 2 

Federal Republic 61.3 
of Germany 

Ireland 3.0 

Italy 54.1 

Japan 104.7 

Luxembourg 0.4 

Netherlands 13.2 

Norway 3.9 

United Kingdom 55.9 

United States 207.0 

a 
Sources: 

Fisheries 
Catch Value of 

in thous. 
met. tons. 

52.7 

1,151.6 

1,464.7 

796.8 

475.2 

90.7 

389.7 

10, 701. 9C 

343.8 

2,974.5 

1,144.4 

2,669.9 

landings in 
thous. US $ 

33,205.0 

300, 119. 0 

238,904.0 

505, 472. 0 

180,653.0 

24,665.0 

308,614.0 

2,049,184.0c 

152,903.0 

355,461.0 

383,800.0 

907,400.0 

Potential Offshore 
Resources 

Oil in Gas in 
Bil.bbls. tr.cub.ft. 

1-10 1-10 

10-100 10-100 

1-10 1-10 

1-10 1-10 

1-10 1-10 

0.1-1 1-10 

1-10 10-100 

1-10 1-10 

1-10 10-100 

10-100 10-100 . 

10-100 10-100 

100-1,000 1,000-10,000 

World Bank Atlas, 1974, Washington, D.C., World Bank Group, 1974. 

Food and Agriculture Organization of the United Nations, Yearbook o~ Fishery 
Statistics, 1973. 

Sherwood E. Frezcn, Summary of Oil and Gas Statistics for Onshore and Offshore 
Areas of 151 Countries, U.S. Department of the Interior, Geological 
Survey Professional Paper No. 88~ Washington, USGPO, 1974. 

bsee footnote 20, for explanation of alternative estimates. 

c Japanese fisheries figures are for 1972, latest year available. All others 
are for 1973. 
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Japan, on the other hand, does a substantial portion of its fishing 

off North America. Distant water and offshore fisheries account for 50 

percent by weight and value of the Japanese catch. These are primarily 

large-scale, technologically intensive fishing operations. If 200-mile 

zones are established on a global basis, Japan might lose about half of 

23 
its ten million ton annual catch. The areas of greatest loss would be 

in the Northern Bering Sea, the Sea of Okhotsk, the Northwest Sea of Japan 

and the East China and Yellow Seas. Fifty to sixty percent of the annual 

protein consumed in Japan is from fish. Japan does not wish to accept 

a 200-mile fishery zone unless it is carefully defined and has proposed 

instead that developing coastal states be given preferential rights to 

offshore fisheries, up to a certain percentage of allowable catch. Japan 

agrees with the United States and Canada on the need for international 

regulatory commissions for highly migratory species but opposes reserving 

anadromous species to the host state. Instead, Japan recommends regional 

intergovernmental arrangements to conserve and manage salmon. 

The difficulties over fishing among European states, in particular 

those bordering the North Sea, arise in large part from the complex 

fishing pattern that has arisen over the years. Most states are engaged 

in coastal fishing, in so-called middle-water fishing, and in distant-

water fishing. Traditionally the last of these has been the most important, 

at least for the United Kingdom, France and Germany, but the pressure from 

coastal states - primarily represented in this context by Iceland and Norway -

to extend their limits, rising fuel costs, and the movement at UNCLOS III 

to establish 200-mile economic zones, have made it necessary to reconsider 

how fishing in the North Sea and North Atlantic is to be conducted 

23. .suisan Keizai, July 11, 1973. 
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in the future. Norway has adopted a straightforwardly "coastal state" 

approach to fishery jurisdiction issues. The fifth largest fishing nation 

in the world, Norway takes three-quarters of its catch within 50 miles of 

the shore. The Norwegian government is in the process of negotiating 

towards a 200-miles fisheries zone, but it is on record as opposing 

unilateral action prior to the 1976 UNCLOS session. Norwegian proposals 

at UNCLOS III favor extensive regulatory power for the coastal state. 

So far as the E.E.C. states are concerned, the situation is more 

complex. At the Caracas session these countries (with the exception of 

the United Kingdom) submitted a set of draft articles 24 based on the idea 

that the coastal state should have preferential (i.e. non-exclusive) 

rights within an unspecified area of coastal waters, with regional or sectoral 

organizations playing a role in the determination of the maximum sustain-

able yield and in the allocation of the catch. The position of the United 

Kingdom was strongly influenced by the division of its fishing activities 

between inshore and distant-water fishing and, as regards relations with 

its Community partners, by the provisions of the E.E.C. common fisheries 

policy. The United Kingdom expressed support at the Caracas and Geneva 

sessions for a 200-mile zone, being relatively favorably placed (by com-

parison with the Federal Republic, the Netherlands and Belgium for example) 

to make such an extension, indicating that it saw itself becoming a state 

which fished mainly in the zone round its coast. The E.E.C. common fisheries 

policy consists of a market organization for fish products 25 on the one 

26 
hand, and a so-called "structural" provision on the other. Under the 

24 .. · A/CONF. 62/C. 2/40. 

25. Regulation (EEC) No. 2142/70, Official Journal of the European 
Communities No. L236/5, 27.10.70. 

26. Regulation (EEC) No. 2141/70, Official Journal of the European 
Communities No. L.236/1, 27.10.70. 
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second, subject to limited derogations in favor of coastal fishermen, 27 

there is a right of equal access for all E.E.C. fi3hel'.'men in waters under 

the sovereignty or jurisdiction of the various member states. While adopted 

at a time when national fishing limits did not extend beyond 12 miles, it 

would mean that if the E.E.C. states were to extend their limits, the waters 

would be shared. The United Kingdom has raised the question of the adaption 

of this policy, to take account of the extent of the changes now likely to 

take place as regards fishing in what were formerly open seas. As matters 

stand at the time of preparation of this report, it is clear that a more 

elaborate and developed fishing regime will be required for European waters 

than the Law of the Sea Conference is likely to produce. 

B. THE INTERNATIONAL SEABED 

Most of the Trilateral Commission countries have the technological 

capability to engage in mining of deep sea mang-"'~~se nodules regardless of 

an international authority. A foremost consideration in their policies to-

ward a seabed regime beyond national jurisdiction has been supply and demand 

for constituent metals of manganese nodules: nickel, copper, cobalt and 

manganese. Japan is the most dependent on external sources, importing 90 

percent of its manganese and copper,and all of its cobalt 
28 

and nickel. 

The E.E.C. states are also major importers of the metals in question, import-

ing one-fifth of the world trade of nickel, one-fourth of copper, two-thirds 

of cobalt and one-fourth of manganese. The United States is a net importer 

of each of these minerals; in 1973 it imported 82 percent of its manganese, 

27. See articles 100 and 101 of the Act of Accession. 
28. U.S., Council on International Economic Policy, Special Report: 

Imported Materials, December 1974: Japan Statistical Yearbook, 
Figures given reflect net imports as percentage of consumption. 
imports would be somewhat higher. 

Critical 
1973/1974. 

Gross 
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95 percent of its cobalt, 65 percent of its nickel and 5 percent of its 

copper. 29 Canada, on the other hand, is a net imp1)rter of manganese only 

(valued at $5 million in 1972) . Canada ranks fifth in world mineral production 

and produces 38.1 percent of world nickel, 10.7 .percent of world copper, and 

30 
7.5 percent of world cobalt. Norway is a net importer of copper and nickel, 

imports all of its manganese, and uses a negligible amount of cobalt, which 

it produces itself. 

Trilateral Commission nations are pursuing their interests in deep sea 

mining in two different and sometimes inconsistent ways: (1) through con-

sortia arrangements amohg their respective mining firms and (2) through 

government proposals at UNCLOS III. The first joint venture, Ocean Resources, 

Inc., was formed in 1970 and now includes twenty-five companies. In January 

1974, six firms announced a joint venture with $50 million earmarked to work 

on prototype equipment. They included Kennecott Copper of the United States, 

Rio Tinto Zinc Corporation and Consolidated Gold Fields, Ltd. of Britain, 

Japan's Mitsubishi Corp. and Canada's Noranda Mines. Later in the year the 

United States firm Deep Sea Ventures of Tenneco, Inc. joined with three 

Japanese trading companies, Nichimen Co. Ltd., c. Itoh and Co., Ltd., and 

Kanematsu-Gosha Ltd., and subsequently with the United States Steel Corpor-

ation of Pittsburgh and Union Mini~re of Belgium. This group has programmed 

over $20 million to develop its own ocean mining system. International Nickel 

Co. of Canada has also announced a joint venture with Japanese and European 

partners that ·calls for an estimated $35 million to be spent on developing 

mining systems. Societe le Nickel and Pechiney Ugine Kuhlman of France are 

negotiating to form a consortium, as are Metallgesellschaft and several 

29. Critical Imported Materials, op cit. 

30. Canada, Department of Energy, Mines and Resources: The Canadian Economy 
and Mineral Industry in 1973, 1974. 
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31 
other German companies. 

While private firms have been pressing ahead with plans for deep sea 

mining, their governments have adopted a variety of policies at the Law 

of the Sea Conference. As a major producer of nickel, the Canadian Govern-

ment has sought a licensing system for the deep seabed regime that includes 

production controls and marketing and distribution mechanisms.
32 

Canada 

has also tried to adapt her approach to the "enterprise system" supported 

by a large numer of developing and mineral producing nations. Similarly 

Norway has been willing to delegate regulatory powers to an international 

authority. The United States, on the other hand, has proposed a seabed 

. . . d . 1 d . 33 
regime designe to spur minera pro uction. With United States firms having 

the most advanced mining technology, the government has proposed international 

machinery that would issue licenses on a first-come first-served basis com-

bined with incentives such as low royalties and work requirements for mining 

a site. The Japanese Government also proposes a licensing system but to 

avoid a situation in which one or a few nations select all the choice 

mining sites, Japan proposes delays in selection of contractor bids. In 

the event of competing bids, Japan suggests that the Authority should 

select among the national contractors according to the number of contracts 

each proposer has already received and according to national mineral resource 

import needs. If unable to select a contractor,· the area would be auctioned to 

the highest bidder. At the Caracas session, the E.E.C. countries, except for 

31. "Tapping the Lode on the Ocean Floor", Business Week, October 19, 1974, p. 130 
and John E. Flipse,."Joint Venture _Commitments Highlight Ocean Mining Year", 
Sea Technology, January 1975! p. 32. 

32. Internation Sea-bed Regime and Machinery Working Paper Submitted by the 
Delegation of Canada, A.AC.138/59, 24 August 1971. 

33. Draft United Nations Convention on the International Seabed Area,A/AC.138/25 
· (1970) ; United States; Working Paper ori the Economic Effects of Deep Sea-bed 
Exploitation, A/CONF.62/C.l/L.5, 2 August 1974; United States of America: 
Draft Appendix to the Law of the Sea Treaty Concerning Mineral Resource 
Development in the International Seabed Area, A/CONF.62/C.l/L.6, 13 August 
1974. 
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. . . 34 
Ireland, adopted a joint position on deep sea mining. They favored a 

modified licensing system with basic conditions for operators being specified 

in the Convention and, like.the Japanese, sought to restrict the number of 

contracts that any single nation might receive from the International Authority. 

C. NAVIGATION AND REGULATION OF VESSEL-SOURCE POLLUTION 

The majority of Commission member nations are either maritime states 

.or are heavily dependent upon international commerce. Of particular concern 

to many members is the transport of petroleum supplies. Japan, for instance, 

imports 99 percent of her petroleum by ship and of the Trilateral countries 

is perhaps the most dependent on maritime commerce. In addition, Japan is 

a major ship-building nation, launching around 48 percent of world ships in 

1972. Ship sales account for more then 7 percent of export earnings and a-

bout 50 percent of Japan's trade is carried in domestic bottoms. As a 

result of her maritime orientation, Japan opposes any restrictions on navi-

gation that might adversely affect maritime commerce. Japan has a three 

mile territorial sea and supports a limited but unambiguous right of transit 

for ships in international straits. Any special regimes for archipelagoes 

should not hamper international navigation. On the other hand, Japanese 

islands are separated by straits and Japan seeks to protect its coastal 

interests through coastal state enforcement of international regulations to 

avert shipping accidents and vessel-source pollution. 

Among the Trilateral nations, Canada has gone the furthest in pressing 

for the coastal state's right to qualify the right of navigation through 

adoption and enforcement of anti-pollution regulations. Canada has neither 

an extensive merchant fleet nor a large navy although it is a major 

trading nation and 25 percent of its exports are carried by sea. In 1970, 

Canada extended its territorial sea to twelve miles and established pollution 

""-:"'-~----------------------------------.---------------------------------'"'"-----

34. A/CONF.62/C.1/L.8. 
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Table - 3 

Trilateral Commission Countries: 
Tonnage and Composition of Merchant Vessel.Fleetsa 

Ship Number Tanker Number 
Tonnage of Ships Tonnage of 

Country (millions of (all kinds) (millions of Tankers 
gross tons) gross tons) 

Belgium 1. 2 251 0.33 20 

Canada 2.5 1, 231 0. 26 66 

Denmark 4.5 1,349 2.20 70 

France 8.8 1,341 5.51 125 

Federal Republic 8.0 2,088 2.14 133 
of Germany 

Ireland 

Italy 9.3 1,710 3.6/ 322 

Japan 38.7 9,974 16.0 1,537 

Luxembourg 

Netherlands 5.5 1,358 2.51 109 

Norway 24.8 2,689 12. 20 297 

United Kingdom 31. 6 3,603 15.20 581 

United States 14.4 4,086 4.88 314 

aSource: Lloyd's Register of Shipping Statistical Tables 1974, London, 1974. 
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control zones and extensive fishing zones, despite United States protests. 

Canada has, moreover, indicated its support for the regime of innocent 

passage in all straits covered by a twelve mile territorial sea, taking 

special pains to note that the Northwest Passage is not an international 

. 35 
strait. 

The majority of Trilateral nations have supported minimum coastal state 

restrictions on navigation, both as regards unimpeded passage through inter-

national straits and flag state enforcement of international and regional 

pollution regulations, coordinated with port state rights of inspection. 

The United States, Japan, Norway and the majority of E.E.C. states have 

pursued these policies for a variety of reasons. 

The United States is a major maritime power with what it perceives 

to be global interests. The government places high priority on its deterrence 

strategy and on United States naval mobility to facilitate that strategy. 

Although lacking an extensive commercial fleet onP~ating under its flag, the 

United States is a major trading nation and is particularly dependent - at 

least for the next half decade - on increasing imports of petroleum. In 

addition to protecting shipping lanes, naval mobility to influence local 

conflicts is another aspect of the perceived United States interest in 

maintaining order. 

While Norway has a coastal orientation as regards fishing and oil and 

gas resources, it is the fourth largest merchant shipping nation in the world 

by tonnage and has had a long seafaring tradition. Norway has therefore sought 

to limit coastal state powers over straits transit and pollution regulation 

where these might restrict navigation. Japan, and the majority of E.E.C. 

states, as major shipping nations have likewise sought to protect their 

navigational interests along closely similar lines. 

----------------------------------------------------------------------------
35. Third United Nations Conference on the Law of the Sea, Paper submitted 

by the Government in the House, November 2, 1973 
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The Federal Republic of Germany, together with Belgium, Luxembourg, 

the Netherlands and eighteen other land-locked and shelf-locked nations have 

submitted articles proposing territorial seas up to twelve miles be 

carefully defined in terms of baselines and in terms of their effect on 

nearby states. 

The nine E.E.C. countries have moreover submitted articles recommending 

additions to the 1958 Convention on the High Seas. These articles would 

propose more stringent obligations on flag states with regard to ships 

flying their flags. The obligations would include a register of shipping, 

survey of the vessel, and inquiry into incidents. The flag state would be 

required to conform to international standards as concerns manning the 

vessel, use of communications, construction and seaworthiness. 
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CHAPTER IV 

PROSPECTS FOR THE OCEANS 

A. IMMEDIATE PROSPECTS 

The single negotiating text produced in May 1975 deals primarily 

with the allocation of legal jurisdiction over ocean areas and uses, and 

reflects the predominantly coastal orientation that has characterized UNCLOS 

III. It is the main, if not indeed the sole, product of the law of the 

sea deliberations to date and, while formally not binding on participating 

natioris, may be expected to play a decisive role in future negotiations. 

The single negotiating text gives accordingly some idea of the final out­

come of the Law of the Sea Conference - not a complete idea, for it has 

yet to undergo the process of scouting in the contentious ·atmosphere of 

the Conference but an image, subject to a series of qualifications,of 

the conditions under which maritime uses and the exploitation of ocean 

resources are likely to be conducted in the future. Ambitious though the 

text is, it nevertheless does not cover all aspects of ocean activities 

and it may be useful therefore to call attention to some of the matters 

that fall largely outside its scope, despite their importance when examin­

ing the overall uses of the sea. 

Ore aspect which is not dealt with,for example, is that of the general, 

non-navigational conditions of maritime transport. Besides the long-stand­

ing problem of flags of convenience, a strong movement is underway, con­

solidated in the 1974 UNCTAD Convention on a Code of Conduct for Liner 

Conferences, to secure to the exporting state, particularly when it is a 

developing country, the movement of goods under its flag - a trend in 
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favor of flag preference in short, in place of the traditional free, though 

not unstructured, market in the provision of shipping services. This move­

ment is not confined to non-industrialized countries; pressure exists in 

the United States to require a percentage of officially generated commerce 

to be carried by national flag vessels. The growth of the merchant fleets 

of states other than Trilateral countries (who constitute, by and large, 

what are termed the traditional maritime powers) has indeed advanced con­

siderably in recent years, as witnessed by the rapid expansion of the USSR 

merchant tonnage, and this example is likely to be followed by others - the 

new rich Arab states, Iran, some of the East European countries, a number 

of states in West Africa, India, Brazil, for example - by a range of new 

medium powers in fact. This movement, similar to the creation of national 

airlines, is likely to lead to excess capacity and over-capitalization, 

although it may cause a wider number of countries to become more acutely 

aware of the importance of unimpeded freedom of maritime transit. 

Secondly, the Geneva text takes relatively little account of the 

technological developments that may be expected to occur, except, at least 

by implication, in.the provisions relating to the International Seabed 

Authority. While most.of the anticipated technological advances relate 

to activities to be conducted within the areas under national jurisdiction 

and may therefore fall largely under the residual supervision of the coastal 

state, the problem of adjudicating between conflicting uses in the congested 

areas near the coast may be expected to raise a series of difficult issues 

at national as well as at regional and international levels. In defense 

of the attitude taken in the single negotiating text it may be said that 

the majority of technological developments now foreseeable are likely to 
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require particular, rather than necessarily global solutions, i.e., regu­

lation at national or regional levels at least for a considerable period 

to come. 

To this generalization two main qualifications should be added. 

First, the administrative and regulatory part of the future regime for the 

deep seabed will need to be periodically adjusted to developments in the 

exploitation and processing of seabed minerals, and indeed the text now 

proposed makes some provision for this requirement. There is in this area 

then a process whereby changes can be made in the light of technological 

improvements, even though the solution proposed - to adjust the regulatory 

mechanism as techniques progress - runs counter to the objective pursued 

by the majority of Trilateral countries of specifying operational conditions 

so far as possible in advance, in order to provide secure conditions for 

the operators called upon to invest their capital and know- how in an un­

tried activity. Second, if indeed it should become possible to establish 

the exact identity of origin of different fish stocks - not merely of anadro­

mous species but of those spawned at sea - the approach now advocated, based 

on allocation of particular areas, would need to be reconsidered. It should 

be stressed, however, that no accurate prediction can be made as to when, 

and if, this development might take place. The major inadequacy of the 

present approach to fisheries management, as has already been pointed out, 

is that a system of predominantly national control cannot function effective­

ly over the long term when the same stock is being fished, under a different 

regulatory system, elsewhere. 

The use of the oceans for military purposes also falls largely out­

side the scope of the Geneva texts. The overreaching strategic considerations 
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of the USSR and the United States have, by mutual agreement, continued to 

be dealt with elsewhere, although the efforts both governments have 

made to maintain naval mobility have been reflected in the text. The 

new family of precision guided weapons may however produce a considerable 

change in the character of military operations at sea; there may be a 

reduction in the value of "massive" naval strength and small powers may 

be able to inflict considerable damage on others seeking to disturb their 

maritime "rights." 

A much more general consideration concerns the economic conditions 

for the development of the 200 mile economic zone. It is important to point 

out that sovereign jurisdiction over a resource such as fish or seabed 

minerals is not the same as exploitation of the resource. Exploitation is 

likely to require large amounts of capital and the application of special­

ized knowledge. While in many cases these necessary inputs will be avail­

able on the world market - developing countries have borrowed substantial 

amounts of capital in the euro-currency market - in other cases the assist­

ance of those directly in possession of the capital or, more especially, 

the knowledge may be needed. 

The world fishing industry today has probably too much capital 

devoted to it, and improved regulation of world fish stockscould render 

the ships and gear devoted to fishing even more redundant. At the same 

time, technological improvements in tracking, harvesting, and processing 

fish have increased both the capital and the technical skills required for 

efficient fishing. ·On balance, the calls of fishing on new capital will 

be relatively modest, but in many cases efficient exploitation of a stock 

may well result in the hiring of "foreign" fishing fleets. 
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Seabed mining and offshore oil extraction, in contrast, will require 

enormous amounts of capital. Not only'will these industries expand rapidly -

in the former case from virtually nothing - but the capital costs per unit 

output are large and growing. While a typical well in the Middle East re-

quires an investment of about $250 per daily barrel productive capacity, 

for example, the capital cost for equivalent offshore extraction in the 

North Sea is closer to $6, 000 while some estimates run as high as $8, ooo.36 

Movement into deeper water may require even higher capital expenditures. 

The technical requirements for such extraction are also more demanding. In 

many instances, therefore, the actual exploitation of resources will remain 

in the hands of the relatively few firms (including some national firms) 

that command the requisite capital and knowledge, and "ownership" of the 

resource will involve mainly regulation of the volume of output and extrac-

tion of royalties. The question of how, in specific terms, the 200 mile 

economic zone is going to be developed is one with which the great majority 

of coastal states have not yet begun to grapple. 

Turning from consideration of the single negotiating text to the 

question of the outcome of the Conference itself, the first hypothesis 

which may be envisaged is that the Conference will prove successful, "success" 

being defined as the adoption by the end of 1976 (or, at the latest, early 

in 1977) of a text acceptable to all major states or groups of states. On 

the basis of the experience of the Conference so far the chances of this 

being achieved cannot be rated very high, but it would be unreasonable to 

discount them. The states opposed to the sin.gle text, or to parts of it, 

36. Ewan Brown, "Finance for the North Sea," in M. Saeter and I. Smart (eds.), 
The Political Implications of North Sea Oil and Gas, Guildford: IPC 
Science and Technology Press, Ltd., 1975, p. 113. 
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will have had almost a year in which to reflect on the alternatives; in a 

decentralized world, the alternative possibilities may well prove to be even 

less advantageous, thus providing an impetus for final - if in some,cases 

reluctant - agreement. 

What, however, would appear a somewhat more likely course -

with the addition of all the variants and sub-variants that the pressure 

of time and the ingenuity of diplomacy may produce in actuality - is that 

the Conference session in the Spring of 1976 will make some progress but 

not enough to resolve all difficulties. A further session may be held in 

1976 - but this is not certain - and thus the negotiating session may be 

lengthened. As time stretches out to the end of 1976 and into 1977 more 

and more states, in the Northern as well as in the Southern hemisphere, may 

be unable to resist the pressure to extend their limits to 200 miles and 

to establish fishing - or more ambitious - zones. So far as the control 

of resources is concerned, such action, whatever its demerits from the 

standpoint of ideal global equity, would be relatively effective as a 

means of satisfying immediate national aims, and could be presented as 

being based on the work of the Conference to date. The long-term adequacy 

of the results achieved as regards fishing resources would depend on the 

particular circumstances of the fish stock in relation to the number of 

"national" fishing pools: conservation of the stock and operation of the 

fishing industry at economic levels would require co-ordination of national 

plans on a bilateral or wider, normally regional scale. The principal 

dangers of such unilateral action, apart from those relating to conservation 

and existing patterns of fishing, are two-fold: one, that freedom of navi­

gation would be threatened, as controls extended for one purpose (resource 

allocation) are used for another; and, two, that extensions may not stop 
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at 200 miles but, by a series of arguments (fontingency, traditional rights, 

special circumstances) proceed further, until virtually all the oceans are 

under national sway .. ~ 
These perils would appear to have a sufficient touch of possibility 

to require to be taken seriously, and will be amongst the factors that gov-

ernments have in mind as they enter the next session of the Conference. 

Trilateral countries, with their heavy dependence on overseas trade, would 

be particularly affected if these developments were to take place in their 

most aggravated form. By way of partial mitigation of the possible situation, 

it may be pointed out that it would be unlikely that navigation would, in 

practice, be suddenly ~d gravely hampered.throughout large areas of the 

globe; the more probable course would be the creation of local problems 

and incidents involving delays and complaints. Even as regards threats 

to existing fishing grounds, arrangements could be made, if at a price, 

to maintain access .. The fact that the s.tate exteno.1.ng its limits may wish 

to export its fish products and in any case will usually lack the means 

to police the area effectively may cause a note of caution and compromise 

to enter into bilateral and regional negotiations, difficult though these 

will be. So far as the possibility of indefinite expansion, or of expansion 

beyond 200 miles, is concerned, relatively few states would actually be 

able to make such extensions in the near future or have a real interest in 

doing so; beyond a certain distance from the coast counter balancing forces 

(both those operating within a country and internationally) start to come 

into play. It would be reasonable to assume however that a breakdown of 

the Conference, in the sense of failure to achieve any result, would eventually 

lead to a number of national extensions beyond 200 miles, either in respect 

f 1 . . f . 1 37 o iving resources or o minera s. 

3~;~::-:~::::-:~-:::~::~~~--::~-::~-~::-:::~:::::-~:~:-:~-~::~-~~:::~~-~::n made 

beyond 200 miles, either on grounds of the "natural prolongation" theory or 
under the doctrine of acquired rights as applied to the provisions of the 
1958 Continental Shelf Convention. 
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The issue of unilateral measures also needs to be considered in 

relation to the resources involved: So far as manganese nodules are 

concerned, the countries most likely to be motivated to make claims 

in order to exploit nodules beyond 200 miles are Trilateral Commission 

countries. Their interests as mineral conslimers would thus have to 

be balanced against their interests in other uses of the sea (such as 

in navigation, both military and merchant shipping) and, more generally, 

in their attitude to the rest of the world, in particular the developing 

countries. A system of 200 mile zones could be established if the Con-

ference did not reach a formally successful conclusion, or not at an 

early date. This is not the case, or at least not to anything like 

the same degree,as regards the international seabed, the most clearly 

North-South issue before the Conference. 

Looked at purely in isolation, the small number of potential opera-

tors would enable international seabed activities to be conducted for a 

considerable period to come without international regulation. The 
Trilateral 

political cost to~untries, however, would be high. The Third 

World would rally against any such move - for all that they may be held 

to have helped provoke it by the reluctance of some of their spokesmen 

to compromise - and the present conflict of interests over the future of 

the international seabed would become implanted as a more or less perm-

anent ideological issue. While this might be regarded as merely an 

addition to an already lengthy list, this particular conflict would not 

appear to be worth the price to be paid as regards the probable political 

outcome on the one hand, and, on the other, to constitute a serious loss 

through the curtailment of the possibility which the international seabed 
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offers of making a significant step forward in the organization of inter­

national society. The notion of running, collectively, approximately one 

half of the globe - albeit under water - is a unique prospect; no other 

aspect of the current scene offers so tantilizing a possibility for long­

term gain. The International Seabed Authority has a value as a symbolic 

instrument, as a model for the future, which does not exist elsewhere 

amongst the other topics before the Conference, and which unilateral action 

would make much more difficult to obtain. 

In the absence of a global treaty, or even if a treaty based on the 

single negotiating text were to emerge, there would in any case be many 

local issues outstanding: maritime boundaries between adjacent and neigh­

boring states will require many years to settle, and quarrels over re­

source allocation in particular areas may be anticipated, irrespective 

of whether or not a general treaty is concluded. If the treaty, as has 

been proposed, contains a dispute settlement prn~~dure, it would never­

theless provide a framework for the resolution of such bilateral and 

regional differences, and there can be no doubt that a solution via a 

treaty acceptable to all major states and groups of states would be the 

best outcome from the standpoint of Trilateral countries. 

B. A LONGER VIEW 

Before concluding this report and setting out the Task Force's recom­

mendations it may be useful to attempt to give some tentative forecast -

despite the difficulties involved - of the state of ocean affairs at a 

somewhat more distant date, such as one or two decades ahead. With cur­

rent developments in mind, it is possible to foresee the emergence of a 

regulatory system for the oceans which will resemble a mosaic consisting 

of the following components: 
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(i) an incomplete codification of general principles reflecting 

mainly the ethic of the developing countries, in the form 

of treaties, declarations and resolutions adopted at the 

universal level of international organizations; 

(ii) a proliferation of dissimilar regional (and sub-regional) 

arrangements and treaty systems in different parts of the 

world, reflecting an uneven rate of regional development, 

and diverse interpretation and application, of the global 

principles; and 

(iii) increased recourse to analogies drawn from non-marine 

principles of international.economic and environmental law. 

The prevailing feature of this emerging legal system will be its flexi­

bility or elasticity, as well as its uncertainty. Almost regardless of the 

outcome of UNCLOS III, the recent and present period of law-making is likely 

to be looked back upon from around the year 2000 as one of great legal change 

which culminated in a loosely conceived framework of broad principles and 

concepts. Whereas in the past there was relatively little international law 

relating to the oceans, but much of it was embodied in fairly hard and fast 

rules, the law which is now emerging is more ambitious in its scope, but can­

not, it would appear, yet be formulated in detailed, universal terms. Put 

•. 

in another way, it seems best to assume that all nations will have to learn 

how to share internationally apportionable resources in an equitable and 

efficient manner through a period of trial by error - by experience in short -

before the majority will be prepared to trust to a written code of universally 

applicable specific, relatively complex, rules of law. 

The significance of this for the future of the oceans may be assessed in 

the light of four main criteria: the minimalization of conflict; effective 
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resource management; the maintenance of transport and communication; and 

adequate environmental protection. As regards the first, it seems advisable 

to anticipate a period of increasingly frequent and bitter conflicts over 

marine-related issues. One, is virt~ally compelled to predict decades of 

inevitable, if not usually major, conflicts of this kind, shaped by the 

moral and political imperatives of our time. There is certainly little comfort 

in the history of border· disputes between nations on land or in the history 

of wealth allocations to groups and individuals within national societies. 

In some cases the stakes may be so high that legal disputes over marine issues 

between otherwise relatively friendly states will escalate into serious con­

flict, perhaps for the first time in their history. In other cases states 

accustomed to confrontations between each other on other issues will find in 

ocean management problems further cause of hostility, even to the point of 

serious violence. While it is difficult to envisage the precise impact of 

multinational corporations in this scenario of pro;ected ocean conflicts, it 

is evident that the major role which these entities are likely to play in 

ocean development will create fresh problems as states and organizations 

search for an adequate operational framework. The coming emergence of the 

corporate phenomenon in the oceans underlines the inadequacy of a purportedly 

comprehensive approach to treaty-making in the law of the sea which is con­

fined almost exclusively to relations between individual national states. 

While there is frequent talk of "rational" resource management, the 

content behind this principle has yet to be fully established. It seems 

clear that in practice we are already into an era of trial by error in most 

areas of resource management, not least in that relating to marine resource 

management. The expected extension of coastal state jurisdiction out to the 

200 mile limit will give rise to a series of social and economic issues, and 
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the task confronting conununities, national and international alike, will 

be to relate "rational management" to political demands. How fast should 

offshore oil resources be exploited for example? Or manganese nodules? In 

the case of fishing, it might make sense in some societies to develop the 

industry in a highly uneven way, with a certain segment dependent on new 

capital investments in advanced forms of fishery technology to be applied 

far out to sea, while other segments remain dependent on simpler methods 

close to shore. In other countries it may be more desirable to have a 

more uniform pattern of fishing techniques throughout the national zone. 

What we should expect - or hope - then is that some coastal states will 

eventually develop particular solutions that meet their own chief purposes, 

at least for a period of time, and that any economic loss in the global 

perspective may be offset by commensurate gains in social stability. Other 

states, and these will probably be the majority, are likely to find after 

various errors of commission and omission that their best interest lies in 

sharing their management systems with neighboring, adjacent, and other states. 

Flexibility in the system of legal norms and procedures would in such circum­

stances prove conducive to the making of appropriate institutional adjustments. 

The less "sovereign" the type of language employed in describing the coastal 

state's management in its zone, the smoother these transitions and adjustments 

would be. 

Ocean space will certainly continue to be of primary importance for the 

maintenance of international transport and communications. Present trends 

suggest that systems, or sub-systems, of transportation, based on high tech­

nology, will be devised, related to developments in the patterns of world 

trade. The increased volume of goods entering world commerce will require 
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more specialized forms of ocean transport, linked with enlarged port facil­

ities, a considerable number of which will be situated offshore and incorpor­

ate industrial processing plants. The attitude of developing states to 

shipping issues may be expected to evolve as they ar~ drawn into the develop­

ment of shipping lines and harbor facilities. Here as elsewhere increased 

recourse will be had to joint or regional ventures. 

Fourth, and last, it is predicted that environmental protection will 

continue to be the focus of serious attention. By the end of the 1980s 

global normative development and standard-setting with respect to vessel­

source pollution will have been accomplished to the satisfaction of most 

governments, chiefly through the work of IMCO and UNCTAD, and a host of 

more rigorous requirements will have emerged in bilateral and regional 

agreements. In the case of land-based pollution of the ocean, progress 

will be slower, confined mos~ly to bilateral and regional arrangements in 

the more affluent regions of the world. 
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CHAPTER V 

RECOMMENDATIONS 

The recommendations of the Task Force on the Oceans attempt to bridge 

the gap between the long-_range perspective as regards the management of the 

oceans and the short-term policy orientation of the Law of the Sea Conference. 

The context for our recommendations - and the premise on which they are 

based - is that an international agreement on ocean problems is preferable 

to unilateral action, if a satisfactory international agreement can be 

achieved in a timely way. 

We therefore recommend that Trilateral nations should not 

proceed unilaterally in 1976 to extend offshore jurisdiction 

over marine resources or to commence mining in the deep seabed. 

We urge instead continued international efforts to achieve agree­

ment on specific issues whether through a c;_ngle treaty or separate 

agreements. 

The following recommendations are based on the premise that the coastal 

state will have economic sovereignty in a 200 mile zone. 

Believing that an expansive definition of the continental shelf 

benefits those states that are for the most part already well endowed 

with natural resources or otherwise relatively prosperous, the Task 

Force recommends that the national continental shelf be limited to 

200 miles. Within the area from the outer edge of the territorial 

sea to the distance of 200 miles, the coastal state should reserve 

a generous portion of its royalties, such as one half, for inter­

national purposes. The coastal state would have first claim to 

exploit the continental margin beyond its 200 mile zone. 
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Exploitation in the area beyond national jurisdiction should be 

undertaken on behalf of the in.ternational community and be subject to 

the the payment of royalties to an International Seabed Authority. 

The Authority should be vested with responsibility for managing 

the exploitation of seabed mineral resources. It should have full 

powers as regards licensing and technical regulation of seabed 

mining. Efforts should continue to negotiate a compromise between 

the divergent views of developing and industrialized states. The 

creation of appropriate arrangements for joint ventures offers a 

possible avenue for settlement. The decision-making structure of 
I 

the Authority must be such as to encourage agreement and avoid 

majority usurpation of power. Royalties not utilized in the oper-

ation of the Authority should be reserved for internationally agreed 

purposes. 

Marine fishing involves issues both of allocation and of conserva-

tion. Since a number of important fisheries extend into the ocean 

beyond a 200 mile zone and most stocks are to be found in adjacent 

zones, coastal state regulatory regimes should be augmented by 

international management provisions and by strong regulatory regional 

authorities, to be established for each distinguishable fishing 

ground and related to species or interacting groups of species. All 

fishing interests could be represented in these authorities, with 

special weight given to the coastal states in whose economic zones 

the species are found. The Food and Agriculture Organization should 

provide .general guidance to ensure coordination of the work of the 

various agencies within a coherent global system of fisheries manage-

ment. For efficient utilization,access to fisheries must be regulated, 
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and this might best be done, both for areas beyond 200 miles and for 

areas not fully exploited by residents of the coastal state, by 

charging licensing fees. These fees should be pro-rated between 

the coastal state and the regional authority, and the latter share 

should be used for management of the fishery, scientific research, 

and other internationally agreed purposes. 

Revenues generated by the exploitation of the living and mineral 

resources of the oceans should be directed to providing economic 

assistance for developing countries, in particular for the poorest 

among them. These revenues might be channelled through World Bank 

institutions and existing regional development banks. 

The Task Force urges that maritime traffic should be encouraged and 

its free movement on the oceans promoted to the fullest extent 

possible. In areas where traffic congest.i ~n is or will become acute, 

coastal state and international responsibilities must be spelt out 

for the management of vessel traffic. Financial and operational 

responsibilities for such management must be shared by all interested 

parties. Traffic control systems· should be instituted in highly 

travelled waters. 

National and regional controls over land-based sources of marine 

pollution should be strengthened and so far as possible harmonized, 

due allowance being made for the fact that the volume of waste 

materials and the absorptive capacity of the natural environment vary 

substantially in different parts of the globe. 

International s.tandards should be developed relating to vessel-
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source pollution. National measures should be non-discriminatory 

in their application to ships within are~s of national jurisdiction. 

Stringent liability requirements should be established, particularly 

for ecologically vulnerable areas. 

In view of its importance for the understanding of fundamental 

aspects of the human environment, the freedom to conduct scientific 

research designed to increase knowledge of the marine environment 

should be maintained. The results of research should be disseminated 

as widely as possible. 

It is important for world order that disputes arising out of ocean 

uses be settled amicably. Mediating panels of acknowledged experts 

should be established under United Nations auspices to be made 

available to countries in dispute over ocean matters, and the inter-

national community should bring moral pressure to bear on all states 

to have recourse to these panels to help resolve disputes. 
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lion by 1980. The magnitude of an investible surplus anywhere , , 
near this size in the hands of a small group of countries presen:tJS, 
problems of financial and economic adjustment for the world ecori6m~. 

2. OPEC earnings: The oil-producing nations generate an investible 
surplus because they earn more from oil exports than they are able 
to spend on imports of other goods and services. The size of the 
surplus varies among OPEC nations. Collective OPEC oil earnings 
in 1974 will amount to an estimated $105 billion; other export 
receipts, $5 billion. Allowing fbr lags in payments on oil of 
$15 billion and for total OPEC imports of $35 billion, a financial 
surplus of $60 billion remains for investment or foreign aid. Next 
year's surplus, depending on events, could be in the same range. 

3. OPEC investments: OPEC revenues not spent on imports of goods and 
services must be invested somewhere in the group of oil-importing 
nations as a whole. About $45 billion in the first 10 months of 
1974 has been invested in a variety of ways: 

- A little less than 1/4 of these funds has been· invested directly 
in the US, principally in bank deposits and marketable govern­
ment securities. 
About the same amount has been invested directly in the domestic 
assets of other industrial countries. 

- Substantial amounts (a little less than 40%) have been placed 
in LUro-currency markets. 
Direct loans to other governments and to international institu­
tions, such as the World Bank and the IMF's Oil Facility, have 
accounted for the remainder of investible OPEC funds. 

Future placement of OPEC surplus earnings will depend on a variety 
of circumstances, including comparative rates of return on dif­
ferent assets. Thus far, the OPEC investors have shown a prefer­
ence for short-term, highly liquid assets such as bank deposits. 
In the future, they may turn more to corporate stocks (equities) 
and other financial investments with longer maturities. 

PA/MS DECEMBER 1974 
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Recycling: OPEC's investment pattern in the oil-consuming nations· 
as a whole may not correspond with the balance-of-payments fi­
nancing needs of individual oil consumers. OPEC funds often need 
to be redirected through financial markets and special financial 
institutions to countries in need of them, a process referred to 
as "recycling." Private financial markets have shared the major 
burden of recycling since the present oil crisis began in late 1973. 
Official channels also exist. A special Qil Faciility was estab­
lished in the International Monetary Fund to borrow from the oil 
producer~ and to lend to countries with bil-telated balance-of­
payments deficits in 1974. Regular IMF quota borrowings are also 
available, and should be increasingly drawn upon. 

US prop0sals: In mid-November 1974 the US proposed as part of an 
overall approach to the oil problem two new international financial 
facilities: 

- A $25 billion' financial safety net among industrial natio_ns which 
cooperate in reducing depen~ence on oil imports~ and 

- A trust fund of $1.5 to $2.0 billion for concessional lending to 
the developing countries most severely affected by higher oil 
prices. 

The US proposed that the former be associated with OECD because 
of the financial magnitudes involved and the link which will ~xist 
between borrowing and measures to reduce dependence ori imported 
oil. We suggested that the trust fund for the most ~everely af­
fected developing nations be managed by the IMF, with contribution 
of funds from the oil-producing nations and other sources, includ­
ing profits from the sale of some of the IMF's gold holdings. The 
details of these new facilities remain to be worked out with other 
nations. Congressional approval for appropriate US participation 
will also be necessary. 

Financial solidarity fund: The US believes that the financial 
solidarity fund among industrial nations, the first new facility 
proposed above, should reflect a variety of fundamental principles: 

Participation must be linked with a corrunitment to cooperate 
. in reducing dependence on oil imports. · 

- Participants m~st follow responsible a~justme~t policies and 
avoid recourse to r~strictive trade ~~asures, or other "beggar­
thy-neighbor" policies. 

- The facility must be large enough -- we have suggested $25 
billion -- to provide reasonable insurance and confidence to 
participants. · 

- The facility must lend on market-related terms to supplement, 
rather than replace, private financial markets. 

- Decisions on the provision of financial support should be made 
by a weighted vote of participants and should be based on the 

·overall economic position of th~ borrower, not on any single 
criterion such as oil import bills. 

- All members should share the credit risk on the basis of their 
share of participation. 
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INTERDEPENDENCE: THE PETRODOLLAR PROBLEM 

Background: The quadrupling of international oil prices in late 
1973 is resulting in a major shift of financial resources to the 
oil-exporting nations. The 13-nation Organization of Petroleum 
Exporting Countries (Abu Dhabi, Algeria, Ecuador, Gabon, Indonesia, 
Iran, Iraq, Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, Venezuela) 
will collectively enjoy a financial surplus of about $60 billion 
in 1974. These funds are often called ~·petrodollars." Depending 
on assumptions about the production and price of oil, some experts 
have forecast accumulated OPEC petrodollar surpluses of $300 bil­
lion by 1980. The magnitude of an investible surplus anywhere , 
near this size in the hands of a small group of countries presen'.tl~ 
problems of financial and economic adjustment for the world ecori6~~. 

2. OPEC earnings: The oil-producing nations generate an investible 
surplus because they earn more from oil exports than they are able 
to spend on imports of other goods and services. The size of the 
sur~lus varies among OPEC nations. Collective OPEC oil earnings 
in 1974 will amount to an estimated $105 billion; other export 
receipts, $5 billion. Allowing for lags in payments on oil of 
$15 billion and for total OPEC imports of $35 billion, a financial 
surplus of $60 billion remains for investment or foreign aid. Next 
year's surplus, depending on events, could be in the same range. 

3. OPEC investments: OPEC revenues not spent on imports of goods and 
services must be invested somewhere in the group of oil-importing 
nations as a whole. About $45 billion in the first 10 months of 
1974 has been invested in a variety of ways: 

- A little less than 1/4 of these funds has been· invested directly 
in the US, principally in bank deposits and marketable govern­
ment securities. 

- About the same amount has been invested directly in the domestic 
assets of other industrial countries. 

- Substantial amounts (a little less than 40%) have been placed 
in Lura-currency markets. 

- Direct loans to other governments and to international institu­
tions, such as the World Bank and the IMF's Oil Facility, have 
accounted for the remainder of investible OPEC funds. 

Future placement of OPEC surplus earnings will depend on a variety 
of circumstances, including comparative rates of return on dif­
ferent assets. Thus far, the OPEC investors have shown a prefer­
ence for short-term, highly liquid assets such as bank deposits. 
In the future, they may turn more to corporate stocks (equities) 
and other financial investments with longer maturities. 
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Recycling: OPEC's investment pattern in the oil-consuming nations· 
as a whole may not correspond with the balance-of-payments fi­
nancing needs of individual oil consumers .. OPEC funds often need 

·to be redirected through financial markets and special financial 
institutions to countries in need of them, a process referred to 
as "recycling." Private financial markets have shared the major 
burden of recycling since the present oil crisis began in late 1973. 
Official channels also exist. A special pil Faciility was estab­
lished in the International Monetary Fund to ba.rrow from the oil 
producer~ and to lend to countries with bil-ielated balance-of­
payments deficits in 1974. ~egular IMF quota borrowings are also 
available, and should be increasingly drawn upon. 

us prop0sals: In mid-November 1974 the us proposed as part of an 
overall approach to the oil problem two new international financial 
.facilities: 

~ $25 billion financial safety net among industrial nations which 
·cooperate in redu~ing dependence on oil imports; ~nd 

- A trust fund of $1.5 to $2.0 billion for concessional lending to 
the developing countries most severely affected by higher oil 
prices. 

The US proposed that the former be associated with OECD because 
of the financial magnitudes involved and the link which will exist 
between borrowing and measures to reduce dependence on imported 
oil. We suggested that the trust fund for the most ~everely af­
fected developing nations be managed by the IMF, with contribution 
of funds from the oil-producing natiori~ and other sources, includ­
ing profits from .the sale of some of the IMF' s gold holdings .. The 
details of these new facilities remain to be worked out with other 

.nations. Congressional approval for appropriate US participation 
will also be necessary. 

Financial solidarity,fund: The US believes that the financial 
solidarity fund among industrial nations, the first new facility 
proposed above, should reflect a variety of fundamental principles: 

- Participat'ion must be linked with a conunitment to cooperate· 
. in redu~ing dependence on oil imprir~s. 

- Participants m~st follow responsible a~justme~t policies and 
avoid recourse to r~strictive trade measures, or other "beggar­
thy-neighbor" policies. 

- The facility must be large enough -- we have sugges~ed $25 
billion -- to provide reasonable insurance and confidence to 
participants. 

- The facility must lend on market-related terms to supplement, 
rather than replace, private financial markets. 
Decisions on the provision of financial support should be made 
by a weighted vote of participants and should be based on the 
overall economic position of the borrower, not on any single 
criterion such as oil import bills. 
All members should share the credit risk on the basis of their 
share of participation. 
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Governor Jimmy Carter of Georgia 

Monclay ,~9-9-7 4 11:15 a.m. 

The Trilateral Corrunission consists of a group of persons 

representing the three developed democratic regions of the world 

North America, Japan, and the co1runon market countries of Europe. The 

purpose· of the Corrunission is to present brief and incisive analyses of 

international subjects which are of paramount current interest to the 

public and private leaders of our nations. 

Private financing permits the unstrained development of position 

papers which can express in clear terms both the common and conflicting 

interests of the nations and regions involved in a controversial problem. 

Major public figures such as Prime Minister Tanaka and Secretary Henry 

Kissinger participate actively in the deliberations of the Commission. 

Studies cover such topics as the social, cultural, economic, and political 

attitudes of people in the three regions, future of the seas, international 

trade, arms control and.security, relations with the Communist World, 

aid to developing countries, and international policy. 

Many of these concise reports can be quite valuable to Governors 

and other state leaders because they present comprehensive analyses of 

widely differing viewpoints on subjects of immediate interest to our 

people. To illustrate this, I have summarized below our recent discussions 

of the international aspects of the energy crisis. 
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International aspects of the energy crisis: 

Gencrill ----- 'l'he world economy simply cannot withstand a continuation of 

present circumstance~J and trends. In effect, the organization of 

Petroleum Exporting Countries has just levied ~ $70 Billion annual sales 

tax on the rest of the world, which will increase quickly to $100 

Billion annually. This will give the OPEC countries this year about 

$65 Billion in surplus revenues, equal to two-thirds of the book value 

of all U. S. private foreign investments. If they chose to so invest 

this amount, they could purchase 100% of the stock in all international 

oil companies in the world, and still have $15 Billion left for other 

investments. By 1980 their liquid surplus capital will be at least 

$400 billion, or about 70% of the world's monetary reserves. 

The economies of weak developing countries with no major 

exportable products are being quickly devastated. Italy is already 

almost bankrupt, deeply in debt and with a balance-of-payment deficit 

of more than $1 billion a month. Other European countries and Japan 

are also quite vulnerable, and they know their situations are growing 

worse. 

All major oil importing nations are, in effect operating on 

credit, and escalating charges and interest costs will have a pyramiding 

effect, with the weaker nations suffering most. 

Furthermore, in consuming nations any attempted drastic reduction 

in fuel consumption might cut productivity and the nation's resources 

much more than could be saved by reducing oil import costs. The lives 

of developed countries depend on adequate energy supplies. 

The OPEC COUNTRIES - The private oil industry, primarily U.S. companies, 

has lost all control of their former assured oil supplies and transmission 

systems in The Persian Gulf Countries. The producing governments now 

unilaterally set posted prices, export quotas, and determine the identity 

of customers. In 1970 their oil revenues per barrel were about 90¢. 

Now total government revenues will average about $9.25 per barrel. 

Rapid domestic development of processing plants and shipping capability 



v 3 planned by the major producing n;ttiom:;, which will further unbalance 

international pa~ncnts. 

'!'he accwnulation of surplus funds by 'rhc OPEC Countries could 

very well lead to further aggravation of the oil crisis if these nations 

decide that their incomes are sufficient, that investments in other 

nations are not sound, or that their own oil in the ground might be the 

best long term investment of all. Then worldwide oil supply shortages 

and higher prices would result. 

The OPEC Countries are understandably demanding enough industrial 

development so that they can be economically viable by the time their 

oil supplies are substantially depleted after thirty years or so. They 

claim that past oil prices paid to them have been unfairly low compared 

both to the value of their product and to alternative energy sources. 

Furthermore, they explain that the new high prices will prevent unnecessary 

waste of oil and will encourage the development of other sources of 

energy. 

So long as the OPEC cartel remains intact, there is little likeli-

hood of any appreciable valuntary price reduction for oil or for commit-

ments of assured supplies. These countries recognize their present 

~ strategi~ advantages and ha~e no intention of r~linquishing them. 

The OPEC countries do, however, have a major investment in the 

soundness of th~world-wid~ economic system and will probably be careful 

not to sever their close ties with the free nations of the world for fear 

of undesirable enhancement of Russian influence. 

Major Oil Companies -- In the absence of any cohesive policy or action 

of our own government during last winter's oil crisis, the major 
~ 

compa~ies had to assume the responsibility for distributing the world's 

available oil. They performed this task well, within the limits imposed 

on them by the Middle East producing nations. 

The companies enjoyed greatly increased financial profits, but 

also suffered heavy passes in public confidence and support. In addition, 

their control over foreign oil supplies has been lost. Chances are that 

the oil companies could not repeat their previous performance if 
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another similar embargo crir;es should be prccipi tatcc1 by '!'he OPEC 

countries. Neither the producing nor consuming nations are likely to 

permit oil compu.nic;, to pL1y such u. lnr9c :i.ntcrmcdiu.ry role in the 

future. 

There will undoubtedly be greater governmentu.l intrusion into 

the affairs of the oil companies, with demands for additional information 

and with the_ prospect of reducing or eliminating special tax privileges. 

The U.S. oil companies are expected to play a major role in the 

development of new energy sources,and the government will have to be 

deeply involved with a permanent conunitment toward reaching the goal. 

of reasonable national energy self-sufficiency. 

u. s. Government -- "Project Independence" is a farce. No substantive 

steps have bee~ taken to assure that we will be. independent of doubtful 

foreign oil supplies anytime in the foreseeable future. We have no 

long range national energy policy. We are forming no binding alliances 

with other consuming nations to coordinate research and development 

efforts or to share friture oil shortages. Our foreign policy toward 

the OPEC countries is not designed to force reasonable price reductions. 

We have not even imposed any limits on their investments of oil profits 

in our country. 

We have begun no new concerted effort to develop additional 

types of energy supplies. There is no major energy conservation program 

in this country. No substantial increase in stockpiling facilities is 

underway. Even the director of the federal energy office is projecting 

an increase in imports of oil between now and 1980 and multiple efforts 

are being made to identify deep port sites for these increased oil imports. 

Some suggestions -- The oil consuming nations must refrain from uni­

lateral and selfish decisions and join together for concerted action. 

Understandable and specific long range goals should be 

established. 

A permanent and concerted conservation program should be 

implemented as a major national effort. 
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A conuni tment to an adcqua te research and development program 

on a multinational basis should be co~ncnccd. 

Economic and political persuasion should be exerted on the oil 

exporting countries to insure stable supplies of oil at reasonable and 

predictable prices. 

International arrangements should assume the economic viability 

of those nations which are being most severely injured by the recent 

oil price increases. 

Stockpiling facilities should be built to assume at least a 

six-month supply of adequate fuel supplies in case of a future embargo 

from foreign sources. 

An international arrangement must be evolved to protect major 

financial institutions from failure as they attempt to deal with the 

unprecendented burden of a disrupted economic system. 

All reports of the Trilateral Corrunission will be made avail­

able to Governors. 
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TRILATERAL CO.MMISSION 

JOINT STP,TEMENT 

I 

During the past three years, the Trilateral Commission 

reports on major international issues have highlighted the need 

for reform of international institutions and consultative mechan-

isms. At its meeting at Ottawa May 10-11, 1976, the Commission 

discussed reports by two task forces concerned with international 

institutional problems. In the light of the discussions, the 

Coromission urges the trilateral governments to take initiatives to 

promote reform of international economic institutions and to improve 

international consultative processes. 

II 

Institutional reform by itself cannot provide solutions 

to the world's problems. Nevertheless, strong political corr.mit-

ments by goverru~ents to use improved institutional and consultative 

mechanisms are essential. Governments. should support essential 

institutions with national delegations of high quality and authority 

and encourage the creation of strong international staffs which can 

play a key role in proposinq and implementing policies. 

Continuous efforts are required to adapt the international 

institutional system to changing priorities and new patterns of 

influence so as to avoid friction and harmful disagreement. A 

cardinal requirement for the reform in international institutions 

is that those whose interests are significantly affected by 



-2-

particular international problems participate in decisions about 

how those problems can be resolved. Flexibility and resource­

fulness are needed to fulfill this requirement. Although some 

existing institutions, such as the IMF and IBRD, have partially 

adapted to changing circumstances, the response of the international 

system has been inadequate. As a result, the existing institutional 

framework has been seriously strained and is too weak to discharge 

the tasks that lie ahead. 

III 

The Commission believes that institutional reform should 

involve: -

1. Strengthening existing institutions. 

(i) Within the GATT framework, there is a growing need for 

the elaboration of new rights and rules governing export 

controls, such as those which have for years covered import 

controls. The provisions of Article XI of the GATT on quan­

titative restrictions have proved inadequate for the current 

political and economic circumstances. 

(ii) In the OECD, member governments should place even 

greater emphasis on the coordination of macroeconomic 

policies and on the concerting of constructive approaches 

to global economic problems. In addition, the OECD should 

examine whether its present membership adequately reflects 

the changing balance of international economic relationships. 
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(iii) The IBRD should increasingly play a coordinating role 

between the rapidly proliferating multilateral aid organiza-

tions and between national and international aid efforts even 

to the extent ·of drawing up an annual "world development 

budget" for discussion with full participation by developing 

ccuntries. 

(iv) In the IMF, new rules are reouired to achieve effective 
~- . ~ 

multilateral surveillance over the system of flexible exchange 

rates and control over international liquidity. 

(v) The UN System should be reformed so as to im~rove co-

ordination of international economic policies. 

2. Creating new institutions to meet new needs. New institutions 

should only be created where there is a real need. The problem 

of international investment and the management of the oceans 

are two areas in which such a need exists. 

The structure of new institutions should depend on their 

functions. Institutions which would have to conduct operations, 

fer example in deep seabed mining, would need a structure dif-

ferent from those whose purpose is to administer agreed rules 

or to develop a comrnon policy consensus. But in all cases, 

the use of consensus as the basis for decision should be 

encouraged, so as to minimize the risks of confrontations 

arising from rigid voting procedures. 
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3. The improvement of mechanisms for informal consultation between 

governments. Formal institutions work best if their functions 

relate to specific problem areas. Less formal consultative 

mechanisms, participation in which may often be restricted, 

are needed to shape approaches to issues not yet ripe for 

collective action and to provide the necessary coordination 

between the different institutions concerned with international 

economic problems. The growing interaction between domestic 

and international policies makes international consultation 

at all levels increasingly important before national policy 

decisions are made. To this end: -

(i) Keeping in mind the valuable experience of the European 

Political Cooperation machinery, consideration should be given 

to the creation of a trilateral consultative mechanism. In 

such a mechanism it would be desirable for the European Com­

munity to work through a single representative. 

(ii) The Conference on International Economic Cooperation 

represents a potentially important and flexible device for 

consultation among developed and developing countries. If 

it proves to have continuing value, a small secretariat should 

be established to support its work. 

The Trilateral Commission believes that its work can 

help to generate the necessary shared perspective and joint will 

to act in all these areas. 
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IV 

Conduct of International Business 

The Commission also discussed questions concerning the 

conduct of international business. The discussion focused on 

the recent disclosures of improper payments by various interna­

tional firrns, and on the sharp political reactions in some of the 

countries where such payments may have been ~ade. The Cowmission 

concluded that while the recent disclosures involve only a small 

proportion of international firms, bribery, wherever it occurs, 

is a cancer which seriously weakens the international role of 

enterprises, subverts the case for free markets, and threatens 

the values of democratic societies. The Commission appeals to 

all international firms and governrr.ents of the Trilateral countries 

to form a consensus on the impropriety 6£ bribery and related 

practices, and to consider disclosure regulations which, by insuring 

that both proper and improper payments are made public, will serve 

to deter the solicitation and the making of improper payments, 

and facilitate the prosecution of those that may still occur. 

v 

Future Program of the Commission 

The Commission approved its policy program for the 

coming year. The program will consist of: 

(i) The completion of two trilateral reports already in 

hand -- on how to involve communist powers constructively 
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in dealing with global problems; and on a framework for 

a renovated international system; 

(ii) Three new trilateral task force reports - on East-

West relations; on relations with developing countries; 

and on labor/management relations in advanced industrial 

societies. 

The next meeting of the Commission will be held in Japan 

January 1 0"'7.., 
·'- _, I I .. 
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September 30, 1975 

The Hon. Jimmy Carter 
Jimmy Carter Presidential Campaign 
Post Office Box 7667 
Atlanta, Georgia 30309 

Dear Jimmy: 

I am enclosing with this letter a copy of the Trilateral 
Commission's second annual report. Apart from giving a 
summary of the Corrunission's activities during the year, the 
report contains (on pages 4-5) a description of the various 
Trilaterial Task Forces which are now at work and will be 
completing their reports during the coming year. 

I would like to take this opportunity to say how much we 
welcome comments and suggestions on our policy program from 
members of the Commission at any time, and not only at our 
various meetings. Please do not hesitate to let us have 
your comments and to let us know if you would like to be 
more closely involved in, or informed about, any of the on­
going activities described in the report. 

Finally, I would like to tell you that we are now beginning 
to think about the future program, structure and financing 
of the Commission in keeping with the unanimous disposition 
of the Executive Corrunittee at the Kyoto meeting for the Com­
mission to remain in existence. This subject will be discussed 
at the New York meeting of the North American members of the 
Commission on October 16-17 in preparation for the meeting of 
the Executive Corrunittee in Paris on December 1-2, at which a 
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final decision will have to be taken. I hope that you will 
be able to let us know your views directly at the New York 
meetings. But your thoughts before then, particularly if you 
are unable to get to the meeting, would also be most welcome. 

Sincerely yours, 

Zbigniew Brzezinski 

Enclosure 
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The Trilateral Commission's second year ended on June 30, 1975. 
The year culminated in the first full meeting of the Commission 
in Kyoto, Japan, in late May. The success of the Kyoto meeting 
provided the basis for a unanimous expression of support by 
the Executive Committee for the continuation of the Trilateral 
Commission after its initial three-year period of operation, 
which ends on June 30, 1976. 

TRILATERAL MEETINGS 

Executive Cormnittee 

The Executive Cormnittee met in Washington on December 8-10, 1974. 
The meeting concentrated on the problems of oil and related 
financial issues, and on inflation. The Committee discussed the 
report Energy: A Strategy for International Action by the Tri­
lateral Task Force on the Political and International Implications 
of the Energy Crisis; and the report OPEC, the Trilateral World 
and the Developing Countries by the Trilateral Task Force on Rela­
tions with the Developing Countries. The Committee also heard 
speeches on the energy and monetary problems from three Commis­
sioners, George W. Ball (formerly U.S. Under Secretary of State), 
Paul Delouvrier (Chairman, Electricite de France), and Nobuhiko 
Ushiba (formerly Japanese Ambassador. to the United States. On 
the basis of the reports of the Task Forces (which are summarized 
below) and its own discussions, the Executive Cormnittee adopted 
a Resolution endorsing the recommendations in the reports and 
calling for a cooperative rather than a confrontational response 
by the Trilateral countries to the problems of inflation and in­
creased oil prices. The Resolution also endorsed the proposal 
made by George Ball for a new Bank for Fund Recycling and empha­
sized the importance of progress towards a settlement in the 
Middle East guaranteed by the United States and the Soviet Union. 
The Executive Cormnittee also approved the Trilateral Policy Program 
for the following period. 
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During the meeting, the Executive Committee discussed with President Ford 
the Commission's recommendations, with emphasis on the need to avoid a 
confrontation with the oil producers, and the President's forthcoming 
sunnnit meeting with President Giscard d'Estaing. Secretary of State Kis­
singer gave a dinner for the members of the Executive Committee at which he 
spoke and answered questions. Members of the Executive Committee also met 
with,members of the Senate Foreign Relations Committee to discuss the Com­
mission's work and recommendations. 

Commission 

The Commission held its first plenary meeting in Kyoto,on May 30-31, 1975. 
One hundred thirteen Commissioners (62 from Japan, 20 from Western Europe, 
and 31 from North America) took part. The meeting was organized around.the 
two principal themes ''The Global Redistribution of Power" and "The Trilateral 
Community: Key Problems and Prospects." On the first theme the Commission · . 
heard keyrio'te remarks by Saburo Okita, President of the Overseas Economic 
Cooperation Fund, and received interim reports from the Trilateral Task 
Forces on Access to Supplies and the Oceans. John Schnittker, formerly U.S. 
Under Secretary of Agriculture, spoke on the World Foo.a Problem. On the 
second theme, the Commission discussed the report of the Trilateral Task 
Force on the Governability of Democracies, with an introductory talk by 
Ralf Dahrendorf. 

A subsidiary theme of the meeting was the Commission's continuing interest in 
the recycling problem and the Middle East. Yusuke Kashiwagi, Deputy Presi­
dent of the Bank of Tokyo, gave his assessment of the changing dimensions of 
the recycling problem'. Gerhard Schroeder, formerly Defense Minister of the 
Federal Republic of Gerinany, spoke and introduced a discussion on the pros­
pects for peace in the Middle East, to which Zbigniew Brzezinski, Francois 
Duchene and Kiichi Saeki contributed a paper. 

The closing session was introduced by Zbigniew Brzezinski, ·who drew together 
the themes of the conference in an address on the state and future of tri­
lateral relations. Following a discussion, Francois Duchene made a report 
summarizing .the course of the two days' meetings. Kiichi Miyazawa, Foreign 
Minister of Japan, delivered a speech at the conclusion of the meeting and 
gave a reception for the members of the Commission tha_t evening. 

Before the meeting Prime Minister Takeo Miki gave a luncheon for members 
of the Commission in Tokyo. Commission members from North America and Western 
Europe also attended a two-and-a-hal~ day series of seminars on Japan in 
Tokyo, which were organized by the Japanese office of the Commission immed­
iately before the full Commission meeting. The seminars covered a range of 
subjects from political trends and socio~economic issues in Japan to issues 
in external relations and some cultural and sociological perspectives on 
those relations. 



-3-

POLICY PROGRAM 1974/5 

Three Trilateral Task Forces completed reports during the year and six 
others started work on reports to be completed during the forthcoming year. 

The three reports completed were: 

i. Energy: A Strategy for International Action, by the Trilateral Task 
Force on the Political and International Impl~cations of the Energy Crisis, 
presented to the Executive Committee in December 1974. While not pessimistic 
about the long~term future, the Task Force's report foresaw a transitional 
period of extraordinary difficulty and adjustment for the Trilateral countries 
and a corresponding need for a cooperative long-term strategy. The report 
recommended a broad positive approach by the oil consumers to the oil pro­
ducers, seeking common interests far wider than oil. At the same time, the 
Trilateral countries should cooperate to maintain their own financial health 
and to reduce their dependenc~ on uncertain external energy sources. This 
would require action to increase supplies of fossil fuel by intensive de­
velopment of resources within the Trilateral area and to promote conserva­
tion by limiting the rate of increase of energy consumption to levels well 
below those of the pre-1973 period. The rapporteurs of the Task Force were 
John C. Campbell, Guy de Carmoy, and Shinichi Kondo, who drew on contribu­
tions from a' wide range of consultants in the three trilateral regions 
during the period June-December 1974. 

ii. OPEC, The Trilateral World and the Developing Countries: New Arrangements 
for Cooperation 1976-1980, by the Trilateral Task Force on Relations with 
Developing Countries, presented to the Executive Committee in December 1974_ 
and later refined for publication in March 1975~ The report concluded that 
an extra $6 billion a year in overseas development assistance will be needed 
in the period 1976-80 to assure a 2% growth rate in per capita income in the 
approximately 30 low-income developing countries. On the basis of estimates 
that development assistance from OPEC countries will reach $3 billion per 
year, the report recommended that an additional $3 billion per year should 
be provided by the World Bank for a five-year period through a new lending 
facility. According to this proposal, the funds for this "third window" 
would be borrowed from OPEC countries at 8% and lent to developing countries 
at 3%, the difference being subsidized primarily by the Trilateral and OPEC 
countries. The total annual interest subsidy required would be $900 million, 
of which the report recommended that the Trilateral countries should provide 

. $500 million, the OPEC countries $300 million and the World Bank, from its 
earnings, $100 million. Thus the contribution required of any one country 
would seem modest in relation to the total additional quantity of develop­
ment assistance. One-third of the seats on the management board of the 
facility would be held by OPEC countries and the overall voting strength of 
OPEC in the IMF/IBRD would be significantly increased at the same time. 
Richard N. Gardner, Saburo Okita and B. J. Udink were the rapporteurs of 
the Task Force. They were aided by several meetings with consultants. 
The basic proposal was subsequently adopted by the IBRD and is now being 
put into effect. 
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i11. The Governability of Democracies, a report by Michel Crozier, Samuel 
P. Huntington and Jaji Watanuki, presented to the plenary meeting of the 
Commission in Kyoto in May 1975. The report, which was the most extensive 
yet produced under the Commission's auspices, examined the current difficult 
phase in which the ,demands on democratic governments have grown, while their 
capacities seem to have shrunk. On the basis of studies of the situation in 
each of the three trilateral regions, the report concluded that while lack 
of confidence in the functioning of democratic systems has grown~ no signi­
ficant support has developed for any alternative image of political organiza­
tion. The situation has become one of ''anomic" democracy in which democratic 
politics have increasingly become an arena for the assertion of conflicting 
interests rather than a process for building common purposes. While this 
problem may be seen partly in te:i:nts of a changing 'external environment, 
many problems seem to be intrinsic to democracy itself. The pursuit of 
the virtues of individualism and equality has brought about a general de­
legitimation of authority. The growth of political participation has 
created an "overload" of demands on governments. Political interests and 
parties have increasingly fragmented. The demands of domestic pressures 
have encouraged parochialism in foreign affairs. The report seeks to pro­
vide a basis for the discussion of ways of responding to these problems. 
The report will be published in book form by the New York University Press 
this fall, together with a summary of the Commission's discussion of the 
subject at Kyoto. Consideration is also being given to ways in which the 
~ebate stimulated by the report can usefully be continued. 

The six Task Forces which began their work during th~ year are on the fol­
lowing themes: 

1. The Oceans. The final report of this Task Force is due in December 1975. 
The rapporteurs are Michael Hardy, Ann Hallick, Johan Holst, Douglas Johnston, 
and Shigeru Oda. An interim report was submitted to the Kyoto meeting of 
the Commission. Against the background of the continuing negotiations at 
the UN Law of the Sea Conference, the Task Force is assessing the global 
perspective on such critical oceans issues as the exploitation of mineral 
resources, fisheries and environmental management. The Task Force is likely 
to propose that governments should refrain from unilateral actions during 
1976 which could prejudice the UN Law of the Sea Conference; that national 
continental shelf jurisdiction should be limited to 200 miles; that there 
should be generous international revenue sharing provisions for resource 
exploitation within 200 miles but beyond territorial limits; that an Inter­
national Seabed Authority should be established with full responsibility for 
managing the exploitation of seabed resources beyond national jurisdictions, 
with royalties used for internationally agreed purposes, including develop­
ment assistance; and that. there should be strong regulatory regional 
authorities for fishery conservation and allocation. 
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2. ,Access to Supplies, interim report presented at Kyoto in May, final 
report due in December 1975. The rapporteurs are Carl Beigie, Wolfgang 
Hager and Sueo Sekiguchi. The Task Force is considering access to supplies 
of commodities as a policy issue in international economic and political 
relations. The Task Force will seek to define the complex issues involved 
in the problem of commodity supplies and to describe the politicai and eco­
nomic environment within which these issues must be tackled. Among the 
Task Force's preliminary recommendations are a proposal for new codes of 
conduct and principles for commodity markets; new approaches to price 
stabilization on a commodity by commodity basis, including internationally 
managed, self-financing buffer stocks; trade reform to improve access by 
devel'oping countries to the markets of developed countries; new approaches 
to generating adequate investment in the production of raw materials, in­
cluding arrangements to make more capital available to developing countries; 
and possible measures to promote a more equitable global income distribution, 
such as an international tax on consumption which would gradually replace 
existing forms of economic aid. 

3. International Institutions, final report due in Spring 1976. The rap­
porteurs are Fred Bergsten, Georges Berthoin and Kinhide Mushakoji. Against 
the background of the post-World War II experience of international institution­
building and the lessons to be learned from that experience, the Task Force 
will examine the institutional problems posed by changing international cir­
cumstances. The report will offer proposals for new institutional arrange­
ments and rules to cope with current problems; and recommendations on the 
reform of existing international institutions and on ways in which all such 
institutions can be most effectively mobilized in the interests of future 
world order. 

4. Trilateral Consultative Procedures, final report due in Spring 1976. 
The rapporteurs are Egidio Ortona, Robert Schaetzel and Nobuhiko Ushiba. 
The Task Force will consider ways of improving trilateral consultation 
against the background of an increasingly interdependent world in which 
the domestic and international dimensions of economic problems are more 
and more interrelated. 

5. Constructive Global Involvement of the Communist Countries, final report 
due in 1976. The involvement of the USSR, the Communist countries of Eastern 
Europe, and China could contribute to tackling certain global problems and, 
at the same time, assist ·in the improvement 'of East-West relations. The 
Task Force, of which the rapporteurs are Chihiro Hosoya, Henry Owen and 
Andrew Shonfield, will study a number of the key issues, such as. food and 
energy, in which the Communist countries might become constructively involved 
and draw conclusions and recommendations from their study. 

6. The Renovated International System, final report due in 1976. The 
rapporteurs, Richard N. Cooper, Karl Kaiser and Masataka Kohsaka, drawing on 
the conclusions and recommendations of earlier trilateral task forces, will 
provide a framework for interpreting the challenges faced by the existing 
international order and guidelines for policies which will encourage the 
emergence of a renovated system. 
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Regional Activities 

In addition to the full trilateral meetings, the various regional groups 
of the Commission held a number of separate meetings during the year. 

The Canadian members of t.he Commission held a colloquium in Montreal on 
May 16 on the Task Force ·report on the Governability of Democracies. This 
colloquium afforded a valuable opportunity for exchanges between a group of 
Canadians from varied fields and members of the Task Force and provided 
additional insights into the subject based on the Canadian experience. 

The. British, French and Italian groups of the Commission also held meetings 
during the year. 

The Japanese members of the Commission held a meeting on May 20 shortly before 
the full Commission meeting in Kyoto. The Japanese group was also most 
active in arranging regional meetings of the Japanese members of the Tri­
lateral Task Forces. 

Members of the Commission from the United States held two small meetings 
during the year for members of the Congress. Gerard Smith, North American 
Chairman, held a dinner for Congressional members of the Commission in Feb­
ruary 1975; and Representative John Anderson, a member of the Commission, 
organized a dinner in June 1975 for meffihers of the Commission to meet members 
of the House of Representatives. 

IMPACT 

In keeping with its aim of furthering public education about the issues in 
trilateral relations, the Commission has continued to give wide dissemination 
to its publications and recommendations. These efforts have steadily in­
creased the impact of the Commission's work on informed opinion and the public 
at large. 

At the governmental level, the meetings with President Ford and Secretary 
Kissinger in December 1974 and with Prime Minister Miki and Foreign Minister 
Miyazawa in May 1975 gave members of the Commission the opportunity to present 
the Commission's views and recommendations at the highest level. In these 
ways, and as a result of the individual contacts which members of the Com­
mission have had with governments, the Commission has contributed to the 
increasingly widespread recognition of the importance of the trilateral idea 
and improved trilateral relations and policies. The Commission has in par­
ticular consistently advocated a cooperative rather than a .confrontational 
approach to international economic problems, notably those crystallized by 
the rise in oil prices in 1973. It has welcomed the gradual growth of a 
consensus in the trilateral countries in favor of such an approach, of which 
the proposed 27-nation conference in December 1975 will be a symbol. The 
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Commission has also formulated new approaches to development assistance, 
such as the "third window" lending facility which was recommended by the 
Trilateral Task Force on Relations with the Developing Countries in Decem­
ber 1975 and is now being established by the IBRD; and new approaches to , 
international monetary matters, such as the proposal for open market sales 
of official gold stocks, echo~d by the recent IMF agreement on the reduction 
of the Fund's gold holdings, of which one-sixth will be sold, with the pro­
ceeds being used to establish a Trust Fund to assist developing countries. 

In terms of broade.r public impact, the year saw increasing attention in the 
media to the Commission's work. Press representatives were specially in-
vited to attend the Kyoto meeting and were also associated with the December 
Executive Committee meeting. As a result considerable coverage was given to 
the Commission's work, notably to the study on the Governability of Democracies. 

The North American element of the Conunission has continued to distribute 
its information bulletin Trialogue, of which two editions were produced 
during the year' in a new and expanded format. 

In Japan, the Kyoto meeting of the Commission was the occasion of extensive 
comment in the media. Ta~eshi Watanabe, Japanese Chairman, spoke on Commis­
sion activities at the annual meeting of the Board of the Federation of 
Economic Organizations and discussed the Commission's work in a number of 
articles and television appearances. The Japanese group has also continued 
to produce a bulletin Trilateral News_, of which three editions appeared 
during the year. 
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ZBIGNIEW BRZEZINSKI 
DIRECTOR 

GEORGE S. FRANKLIN 
SECRETARY ( N.A. l 

THE TRILATERAL COMMISSION 

CABLE 

TRf'LACOM NEWYORK 

November 30, 1973 

MEMORANDUM 

TO: 

FROM: 

Commission Members 

Zbigniew Brzezinski /LCS · 

The enclosed two articles, written by two members of our 
Commission, struck me as particularly perceptive and I 
thought that you might be interested in them. 

Enclosures (2) 



Impact of Mideast crisis THE CHRISTIAN SCIENCE MONITOF 
November 14, 1973 

In foreign affairs, what nations do iS: · 
largely influenced by how their lead-; 
ers and people perceive their predica-: 
ment. Sometimes a dramatic event 
may modify or clarify their per· i 
ceptions and thereby greatly alter! 
their future course. The currenti 
Middle East crisis could well be such' 
an event for several groups of coun-: 
tries. . ·· '! 

First in the Middle East itself, it) 
may have changed the outlook of th~' 
Arabs and Israel so as to open the way\ 
for real peace. Skeptics can point out! 
that three earlier wars did just the i 
reverse: They only . sharpened the : 
enmity and distrust which produced \ 
the most recent host1llt1es. But his· : 
tory . does not develop in a straight .I. 
line. Western Europe offers a hopeful i 
example. There, too, the.states waged;~ 
a series of wars culminating in World ! 
War n. The first impulse was to i 
repress Germany, but in 1950 Robert ! 
Schuman, then French foreign min· ; 
ister, had the wisdom to see that only : 
reconciliation could break out of the '· 
tragic pattern and produce real secu· : 
rity for France and Europe. Two 
decades later, war in Western Europe 
has become literally unthinkable, and 
the members of the European Com­
munity are prospering. together. It 
may be that some leaders among the 
Arabs and Israelis are groping to­
ward a similar conclusion. · 

It is too soon to be sure President 
Sadat and King Faisal have impliclUy 
accepted the existence of Israel. But 
ways will have to be found to assure 
Israeli security by guarantees and 
disarmed areas without stimulating · 
Arab revanchism. That. will not be 
easy. Such a course will have to ' 
overcome many obstacles, including 
the opposition of other leaders rigidly i 

committed to past positions. The 
United States can play a constructive 
role in this process. It has the lever· 
age to strengthen the hands of the 
moderate leaders - both Arab and 
Israeli - if it too is prepared to shift 
to an even-handed policy in support of 
a fair settlement based on United 
Nations Resolution 242 of 1987. 

Second, the crisis has clarified the 
nature of the detente with the Soviet 
Union. It haS shown that it ls more 
limited than many had been led to_ . 

. By Robert R. Bowie 

assume. The U.S.S.R., of course, 
wants to avoid nuclear war with the 
U.S. and hopes to obtain trade, tech­
nology, and credits in a more relaxed 
atmosphere. Far the Soviets, how· 
ever, "coexistence". does not mean 
cooperatlgn but active rivalrx to 
extend its influence in Europe, the 
Middle East, and elsewhere. 

Clearly the Middle East will con­
tinue to be a major target for Soviet 
activity to expand its influence. A real 
peace· would eventually reduce. the 
Arab dependence on the Soviet Union, 
but a settlement will enhance Soviet 
influence in the Persian Gulf.· The 
Soviet fleet there is already signifi~ 
cant, and reopening the Suez Canal 
would allow it much more flexibility 
in moving ships between .the Mediter· 

· ranean and the gulf. · · 
. . Third, the criSis should drive home 
to the U.S., Western Europe, and 
Japan their intimate interdependence 

· and the critical need for working 
closely together. Thus far, the effect 
has been lust the op~sue: The U.S. 
acted Uhl aterally liCts fill-out sup­
port for Israel and in its worldwide.. ; 
alert. Predictably, the allies reacted• 
by separating themselves from the 
U.S. position, hoping to protect their 
oil supplies against .the Arab cutback 
provoked by the U.S. actions. 

As I stressed in my previous article, 
. this split is deplorable and potentially 
· extremely damaging to the many 

shared interests. Whether or not the . 
experience will ultimately lead to 

· . restoring the links remains to be seen i 

In his energy speech, the whole ' 
emphasis of the President was on 
national actions to make the U.S.; 
more independent. Cooperation with 1 

allies was not mentioned in relation to 
either the immediate or the long-term 
problems. That is hardly a goo 
omen. The eventual conclusions and · 
actions· of the allies are also uncer- · 
tain. The rational answer by the West . 

. Europeans would be to speed up their .· 
progress toward European union in·· 
order to exert more influence in the 
partnership with the U.S. One thing is 
certain: It will take an enormo.us 
amount of patience and good will all 
around to repair the damage and·: 
revive the trust and cooperation 
which are essential. . ·. · 

In all these areas, this crl~ls could 
clarify understanding of the situation ; 
and lead to more suitable choices and ; 
priorities. Whether it actuall~ does so . 
depends on the leadership in the 
various countrj.es involved. As al· 
ways, constructive action will req~e 
the combination of two qualities ·· 
which seem in conflict: freedom from :' 
illusions about how things really are · 
and the vision to see the potentialities ' 
for making them better. Such leaders , 
are never common. They are espe· ' 
cially hard to find today. Indeed, in a i 
period of varied shortages, that may 
be the most costly one .. 

- ' . ~ 

. Dr.· Bowie is a member of the 
Harvard Center for International 
Affairs and. of the Harvard fac-

. u!ty. ·. · .. · 
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Oil: Sprecid It Around 
. \ .. :; 
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expressing pique rather th~ 'synipathy. .. Western alliance and Japan ·of that . 
By George W,. BaU .· at our allies' discomfort. Admittedly, ; American leadership that has lately 

--------------.,..--....,.- · the European reaction to the American. bel!n so visiblyiackirig .. · . 
LONDON-How one thinks about the airlift was Jess than heroic and the .·. Coupled with' this offer. might well 

situation in the Middle East-and par- lack of solidarity, even among the · be a proposal for a coordinated pro~ 
ticulaily the Arab oil embarg<>:--largely member nations of the Europeari Com- ; gram to develop · ~ltemati".e, sources· 
depends on one's point of vantage. The munity, ·has been shocking .. Yet Eu- ·. Of energy. There is expenence and. 
Arabs justify the embargo as a reason- rope's failtfre to cooperate with U!) is, technology in Germany, Britain, Japan. ' 
able response. to our hostile action in to some extent, a price we pay for our and other nations that .could be pooled . 
airlifting military supplies to their recent concentration on 'unilateral di-:. in an effort to develop cheap and ef--

. enemy during recent hostilities; They ploinacy' with the. Communist powers ficient means . for . the . production of 
see it as a proper ' diplomatic ipstru- and for ·letting our petulance 'show in synthetic oil, .the gasification of coal, ·. 
ment to induce us. to press Israel· to dealirig with our,, allies. : .·.· · · ·· ·· . , etc. It should be a common purpose of 
settle on• their terms, and, though This is, hi>wl!ver/ a time for neither' the major oil-consuming· countries to 
Americans often refer to the oil cur~ blame · not seif~congratulation. Not become as little dependent as possible . 
tailment as blackmail, it is a far less only are our. relations ·with our allies . on Middle Eastern oil -: not to stop 
drastic action than our carpet:bombing in Europe· arid Japan in critical jeop-, using such oil, but to reduce the. ex- . 

· of Hanoi last Christmas in an· effort ardy, but we have gravely \Veakened . cessive leverage of certain Arab states 
to improve our position in the Viet- our bargaining position with the Arab and thus be able to assure its pr'o-
namese negotiations. . states by letting them pit one con- curement on reasonable tenns: · 

As we saw It, of course, an airlift suming nation against another through 
to Israel was a' necessary counter to · · the subtle seductions of discrimination. George w: Baff, ·an iri\iestment banker, ; 
the Soviet airlift. What we sought was It is not too late for the United was Under secretary of State in the 
to prev~nt an Israeli defeat while we·.. States to reassert its leadership. and. 
worked out a cease-fire and searched .. repair much of the damage. What is . Kennedy and !olmson Administrati?ns· 
for . a, settlement...:...and. we need not needed is an offer to pool our oil re-
apologize for the actions we took .• ··· sources along with those of. the other 

Yet ~pie in Europe and · Tapaa flfinc:1pa1 consuming nations. 
regard the . matter quite.· differently. Such an actfon would not be directly·.· 
Tfiey · consider themselves· bystanders hostile to the Arab oil-producing states 
who are.suffering the:consequences of -not Jike the unWise suggestion of· 

. an American policy they had no ipart inherently ineffective countermeasures, ·.: 
in making and about.which many have which would have cost us exports { 
serious reservations. They feel resent- while strengthening the ·Soviet hand : 
ment, ap.groaching bitijrness. that their in· the Middle. East. ·The. purpose of ·· 
lack of mdigenous oil · reserves mayi · a pooling arrangement would merely·. 
cause them to stiffer more thari the be to insure•. that, . as far as· pos- . · 

· United States, .which has, in their sible,- the consuming nations· should 
mirids, helped to create the probiem present a · common front by letting .. 
by condoning ' Israeli°' obduracy: after · none suffer greater hardship than the · 
1967. · . · · . · ·· . ·' · ·. · · · others -and that includes the Neth-

As a result, . our ·relations. with our· erlands; which has been quite unfairly .·.· 
·. allies in Europe and japan are beipg singled out for special . punishment ... 

rapidly eroded. This process_can b_e far Possibly one or more..._ or even mosL 
more ·costly and . the. damage . more - of our allies might reject this pro­
lastinLthan any losses we maY sutre;: posal in the hope that by avoiding di- • 
Irom tlie . temporary slowjng dolyn of rect association with the United States 
our economy as a consequence .. of !l .. '· they' could obtain a special advantage 
protracted embargo. Nevertheless, for with the Arab rulers. But the mere 
reasons· of myopia . and doni.estic making of the proposal would be a 
politics, we have approached the.prob- powerful demonstration of Am.erican 
!em along strictly nationalistic· Jines, good faith and a reassertion with the 



MEMORANDUM 

FROM: 

SUBJECT: 

January 10~ 1974 

Zbigniew Brzezinski 

Report on Trilateral December 16-20 Meeting 

/I 
l I , ; 

To implement the decisions made by the Executive Committee at 
its October meeting in Tokyo and discussed earlier at various 
regional meetings of our Japanese, European, ana North American 
Commission members, the three Chairmen, the Director, and the 
three Secretaries met in Washington from December 16-20, 1973. 

On December 17 and 18 they were joined by Messrs. Nobuhiko 
Ushiba (former Japanese Ambassador to the United States and 
currently serving as the Japanese rapporteur for the trilateral 
trade task force) , Guido Colonna di Paliano (former Italian 
member of the EEC Commission and currently serving as the 
European rapporteur for the trilateral trade task force) , 
Philip Trezise (former Assistant Secretary of State for Economic 
Affairs and currently serving as the American rapporteur for 
the trilateral trade task force) , Richard Gardner (former Deputy 
Assistant Secretary of State for International Organizations, 
now Professor of Law at Columbia University and serving as the 
North American rapporteur for the trilateral task force on LDC 
priorities), Professor Akira Ohnishi (former staff member of the 
International Labor Organization and currently Chief Economist 
and Project Manager of the International Development Center of 
Japan and Japanese rapporteur for the trilateral task force on 
LDC priorities), and John Campbell (Senior Research Fellow, 
Council on Foreign Relations, and North American rapporteur 
for the trilateral energy task force) • 

The group also consulted with Robert McNamara, President of the 
World Bank, with regards to the energy problem and our planned 
LDC report. 

Special attention was given to the particularly destructive 
impact of the energy crisis on the growth prospects of the LDC's. 

·I. Two Global Views of the Energy Crisis 

Prior to a review of our program, those present engaged.in a 
to~r d'horizon in regards to the energy crisis. Basi~ally, 
two points of view emerged, each with a rather sharply 
divergent historic~! perspective: 
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1. According to some participants, we are confronting currently_ 
a crisis in its effects on.world order more profound than · 
the two world wars. This time the lights may go out every­
where in the sense that nothing will ever be the same again. 
A new power group has burst on the western-dominated scene 
and it will remain a major force in world affairs for a long 
time to come. As a consequence, we are confronting a struc­
tural crisis, and certain kinds of industrial activities 
will no longer be able to sustain themse.lves. For example, 
the European automobile industry will find ~t extremely dif­
ficult to continue as before if the price o~qil becomes 
$15 or so per barrel. We may anticipate a similarly dramatic 
price rise in various other commodities, especially in the 
case of those where OPEC-type monopolies can be organized. 
All of this means an era of generalized shortages, an in­
creasing scramble for resources, and increasingly grave· 
social-political crises within the advanced societies. 

From this view of the situation, there are two possible ways 
to perceive the future. One outcome might be increasing -· · 
competition and conflict. The result will be a breakup 
of the one-world concept and an international affairs in which 
the powerful do what they can and the weak suffer what they 
must. Trilateralism will degenerate into unilateralism. 

Alternatively, a more benign development may occur, but· it 
is less probable because it requires a revolutionary change 
in human outlook. It would require the creation of an inter­
national system in which the strong as well as the weak are 
given a stake in the new world order. It means, in turn, 
a more egalitarian world, both at home and abroad. Transfer 
of resources will also mean the transfer of power, involving 
also~ wide-ranging and extraordinarily difficult process of •. 
reconversion, one in which controls by government will become' 
increasingly important and our old free-trade liberal economic 
system will gradually fade away. 

2. The foregoing view was strongly contested by other partici-
pants. They maintained that we are, first of all, still ~ 
quite uninformed about.the true dimerisions of the oil crisis. 
Moreover, in ·any case, when prices go up, consumption :will .,-
go down,· and thus a new. form of an equilibrium will eventually·. 
emerge. The notion that the advanced economies will grind · 
to a halt is a wildly pa~icky concept [and we should not 
forget that the present difficulties within the United Kingdom 
have relatively little to do directly with the energy-oil 
problem but more with the internal coal and railroad strike]. 
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In addition, skepticism was expressed about the notion that 
there will be generalized raw material shortages. The present 
rise in commodity prices is the outcome of a sustained boom 
in the United States and Japan as well as, to some extent, 
in Western Europe. We can expect commodity prices to drop 
sometime next year. This is not to· deny that there will be 
some shortages - for example, in copper and oil, but this 
is not the same thing as a generalized crisis. 

Accordingly, global change will not be all that drastic. 
World order will not be fundamentally altered. In that 
context, trilateral unity will remain both desirable and 
attainable, and we must proceed, therefore, with our exist-
ing agenda, stressing both trilateral cooperation and the 
need to create a wider framework of cooperation between the 
advanced and the developing countries [especially the richer 
developing countries, such as the oil producing ones, which 
must be given both a stake in the international order and which 
must themselves increasingly assume some of the burdens in 
regards to their poorer neighbors] • 

II. Next Phase of the Program 

Given the urgency of the energy problem, it was agreed that an 
interim trilateral report on the international implications of 
the energy problem [to be prepared by Messrs. Campbell, Uri/Hager, 
and Ambassador Kondo] will be presented to the next Executive 
Committee meeting, scheduled for June 23-25 in Brussels, with 
the final version to be presented, as originally planned, to the 
fall 1974 meeting of the Executive Committee. 

Accordingly, the following is tentatively envisaged as the present 
agenda for the June 23-25 Executive Committee meeting: 

June 23, evening - General meeting, perhaps with a 
leading European figure. 

June 24, AM Trade 
lunch 
PM 
dinner 

June 25, AM 
lunch 

PM 

dinner 

- Trade discussion continued 
Trade 
Perhaps official reception with. 

the Belgians 

Interim report on energy 
- Arition reports and decisions with regards 

to the LDC's priorities report and 
probably a report from a consultant 
concerning the feasibility of a tri­
lateral study of the oceans problem 

- Open - to be filled depending on further 
circumstances 

- Informal. 

Note: If an updated monetary proposal is developed and a 
brief report is available, it presumably would be fitted 
into the above schedule. 
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III. Preparatory Steps Towards the June Executive 
Corrnnittee Meeting 

Trade: The three rapporteurs will meet in late March to review 
a preliminary draft and they will also hold regional consultations 
on it with task force members and consultants. 

Energy: The three rapporteurs will participate in a trilat~ral 
meeting on energy scheduled for late March and.~ill develop a 
preliminary report by mid-April for review and discussion. 

LDC's: In addition to r~gional consultations, a meeting with 
representative spokesmen and experts from the LDC's will be held 
in March. . .. 

Monetary: In late spring our original rapporteurs will consult 
to establish whether an updating of the report's recorrnnendations 
is desirable. 

Oceans: The consultant will visit Japan in April to obtain 
Japanese inputs for the feasibility study. 

IV. Other Items 

Values: A trilateral exploratory meeting concerning a joint 
study of: changing value~ is to be held in the spring of 1974. 

Security: A memorandum on the security .issue is to be prepared 
for discussion later this spring. 
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(p~. ~North .0.e>crican Commission 1·1eeting, 1·1ay ?.9~30, 1974 v )~ay 29, 7' 00 PM, Dinner, Century Association, 7 \"!est 43rd Street 

Brief statements by Gerard Smith and Zbigniew Brzezinski, · · 
followed by an off~the-record talk by ll.rthur Hart::na#,Assistant 
Secretary of State' for European Affairs, on U.S.-European Relations. 

Ma~' 30, 9:30-4:30, Terrace Lounge, 12th Floor, Carnegie EnC.owmenc. 
,.. -Building, 345 East 46th Street 

9: 3 0-.12: 3 o 

12: 30-1 :45 

2:00-4:30 

Discussion of Proposed Interim Hep:::irt on Relations 
With the Less Develbned Countries led by Richard 
Gardner, North .1'.rnerican Ra;::iporteur: 'I2sk Force:: on 
Less Developed Count:::-ies, Professor of La 1 .. 1, 

Columbia University. 

Luncheon, Discussion of Prop?scd Com:::i~>sio!! Work ;__1;, 

Oceans led by Ann Hallick, Directc~. Ocean Policy 
Project, School of Advanced International Studies. 

Discussion of Pro9osccl Interim Rcpo;::--c on :O::ni::rc,_y 
J."ed by J·0;..,!1 C Ca~~:i..,_;ell "'o~ ... n· "·mer· 0 ~-r P=,"··r·-·_._n,,-r _ .:..i. • . ·~ll.!. ...._; / J..'. - L. • .t"U . ...!._,_.Q.·.;. ..,\.u..t-':.. . .1JL t....~ .. ~ .... r 

Task For~c on Energy, Senior Pbliti~al Fellow, 
Council. c;1. Po reign Relations, ccr:un2r.·c: on the 
r.•onetary aspects by Richard Cooper, :\'.crth 
American Rapporteur, Task Force.:on !-lonetary Affairs,· 
Prov.ost of Yale University. 

'*/J..evtA-c/ ~a": .. ed' ~ /~ (/c>-t..JUA­

~~7·/c:v~ 



To: 

·From: George Franklin 

Re: Dinner on Wednesday, May 29 

Arthur Hartman, Assistant Secretary of State for European. 
Affairs, who was going to speak to us at the dinner for 
North American commissioners on Wednesday, May 29 at the 
Century Association, has had to cancel because of important 
government business. 

In his place we shall have a talk by Paul Volcker, Under­
secretary of the Treasury for Monetary Affairs since 1969, ·. 
who will discus~ with us the effects of recent developments,. 
particularly energy, on monetary problems and especially the 
implications of these problems for relationships between the 
United States, Europe and Japan. 

/?· 
______ ;;-_/...:...;--<'t 
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OFFICE OF THE GOVERNOR 
State Capitol, Atlanta, Georgia 30334 

Telephone 404/656-1776 

M.emorandum 

To: Governor carter 

From: David Fox 

Subject: Trilateral Commission Meeting - Briefing 

Date: May 28, 1974 

1. Agenda and topics of discussion 

2. Information on topics 

a. Less Developed Countries - task force report 

b. Implications of the Energy Crisis - task force report 

. c. ~~~ P~~~~ available inform~n-)_ 

3. Recent Activities of Commission 

4. Profile - new members 

5. List of Members - North American Commission 

6. Constitution of Trilateral Commission 

DF/sa 
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THE TRILATERAL COMMISSION (NORTH AMERICA) 

345 EAST 46TH STREET 

NEW YORK. N. Y. 10017 

212- 661-1180 

October 1,. 1975 

MEMORANDUM 

TO: North American Commissioners 

FROM: George Franklin( 

RE: Future Commission Meetings 

The next two Trilateral meetings-after the October meeting in New York are: 

1. Executive Committee, Paris, November 29 - December 2 

All members of the Commission are now invited to attend and participate 
in this meeting of the Executive Committee. An outline of the program and the 
subjects to be discussed at the meeting is enclosed. 

Unfortunately, the Commission {s not in a position to pay the expenses 
of Commission members to and in Paris. Rooms for members have been reserved at 
the Inter-Continental Hotel, 3 rue de Castiglione (near Vend8me), at a price of . 
about $65 a night, including service, taxes, and continental breakfast. The 
exact amount will depend on the exchange rate. Meals which are part of scheduled 
meetings will be paid for by the European regional group of the Trilateral Com­
mission or the French Government, which means virtually all meals except Saturday 
and Sunday lunches. Please let me know for what dates you would like a room at 
the Inter-Continental, and whether you wish a single or double. 

2. Ottawa, May 9 - 11, Washington, May 12 

This will be a plenary meeting of the Commission, and the last meeting 
of the Commission's first three-year term. The agenda will include reports on 
international institutions and trilateral consultative procedures. There will also 
be meetings with Canadian Government members and probably also with members of 
the U.S. Go:vernment in Washington. 

l·le do hope you wi 11 be able to attend both these meetings, which wi 11 
be the climax of the Commission's work so far. 
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Executive Committ;ee Meeting: Paris, November 29-December 2 

Saturday, November 29 

AM 

PM 

Evening 

Seminar on France 

a. Political Affairs: with speakers representing the Government 
majority and the Opposition 

b. Economic & Social Affairs: with speakers representing 
industry, trade unions and regional interests. 

Seminar on Europe, with speakers representing the European 
Community and German, British and Italian views. 

Dinner, addressed by M. Francois-Xavier Ortoli, President 
of the Commission of the European Communities. 

Sunday, November 30 

Evening ·Dinner addressed_by Signor Guido Carli, formerly Governor of 

the Banco d'Italia 

Monday, December 1 

Lunch 

PM 

Evening 

Executive C~mrnittee Meetings - Theme: Global Resource Management 

Discussion of Trilateral Task Force Report: "Seeking a New 
Accormnodation-in World Commodity Markets." 

Interim Report on behalf of the Task Force on International Institutions 

Disc_ussion of Trilateral Task Force Report: "The Future of the Oceans." 

French Government Dinner at the Quai d'Orsay, with senior 
Ministerial speaker 

Tuesday, December 2 

Executive Committee Meetings 

AM The Future of the Trilateral Commission 
1. Structure 
2. Finances 
3. Study Program 

Lunch Given by the President of the Senate, M. Alain Poher 

PM General discussion and possible joint statement 
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The Trilateral Commission: Executive Committee Meeting 

Paris, 29 November - 2 December 

The principal theme for the meeting will be Global Resource Management. 
Three half-day sessions will be devoted to discussion of various aspects 
of this theme, based on three Trilateral Task Force reports which will be 
presented to th~ Committee. The first report, entitled "Seeking a New 
Accommodation in World Cornrnodi ty Markets,'.' will deal· with a wide range of· 
issues concerning international trade in primary products from the vantage 
points of the developing as well as the developed countries. The repor:t 
argues that a new balance of responsibilities is required in the interna­
tional economic and political system. More enlightened and cooperative 

.Policies are required by both developed and developing nations to promote 
the stable environment needed for global expansion. And the world's · 
finite resources must be utilized more efficiently so that the well-being 
of future generations is not sacrificed. Among the preliminary recommenda­
tions of the Task Force report are the following proposals: 

a. A new set of general principles governing commodity markets 
is required. These would include recognition of the right of 
producer countries to control exploitation rates. for their re­
sources, subject to an obligation to minimize hardships on other 
nations; non-discrimination in the supply of commodities; and 
recognition that the rights of future generations are equal to 
those of the current generation. 

b. An international information and research center for commodi­
ties, representing producer and consumer nations, to provide in­
formation and forecasts relevant to the operation of conunodity 
markets. 

c. New approaches to commodity price stabilization, on a case­
by-case basis, designed to ensure that prices remain responsive 
to market :forces over the longer term. Self-financing buffer 
stocks should be established and operated by reference to a basic 
price which would be subject to periodic renegotiation, but 
would not be indexed. 

d. Trade reform measures based on non-discriminatory, worldwide 
trade agreements .. These would include tariff reductions by 
developed countries to improve access to their markets for semi­
processed materials and better generalized preference schemes. 

~- New approaches to investment in raw material extraction, in­
cluding the creation o.f a more stable investment environment for. 
multinational enterprises (~~Es) linked to the gradual assumption 
of an ownership position by host countries in projects initiated 
by MNEs. A major increase in. the capital of the International 
Fin.ance Corporation is recommended to facilitate this process. 
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f. New measures to improve global income distribution, possibly 
including an international tax on consumption which would replace 
existing forms of development assistance. 

The second report, The Future of the Oceans, will consider the global and 
long-term perspectives on the management of the oceans and review the cur­
rent negotiations at the UN Law of the Sea Conference in the light of these 
perspectives. The Task Force will make the following recommendations: 

a. That Trilateral nations should not extend their offshore 
jurisdiction unilaterally in 1976. 

b. That coastal state regulatory regimes for fisheries should. 
be supplemented by strong regulatory regional authorities for 
both allocation and conservation of fisheries. Revenues which 
might be generated by the regulation of fisheries should be 
used for internationally agreed purposes. 

c. Royalties from the exploitation of marine resources beyond 
territorial limits, but within coastal state jurisdiction, should 
be internationally shared. 

d. In areas beyond national jurisdiction, seabed resource ex­
ploitation should be managed by an International Seabed Authority 
with full powers for licensing and technical regulation. Joint 
ventures with the Authority might be encouraged to. resolve the 
existing international disagreement about how these. resources 
should be exploited. 

e. Controls over marine pollution should be strengthened. 

f. Dispute settlement panels for ocean affairs should be estab­
lished under UN auspices. 

The ~hird report, an interim report of the Task Force on International Insti­
tutions, will review the successes and failures of post-War efforts to create 
multilateral institutions and recommend ways in which such institutions can 
be reformed so as to facilitate international cooperation in an increasingly 
interdependent world. 

Taken together, the reports outline policies which would breathe life into 
the idea of multilateral management of global problems in the era of inter­
dependence. The reports on Commodities and the Oceans recommend new ways of 
generating revenues which would be internationally shared and which, in con­
junction with the policies of existing institutions such as the IBRD, could 
contribute to a more equitable global income distribution and provide more 
automatic sources of economic assistance such as have been increasingly dis­
cussed in the UN and other fora. Yet the proposals are. also carefully con­
ceived to preserve a stable climate of economic and political expectations 
which would facilitate global economic growth. 

. . 
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MEMORANDUM 

TO: NORTH AMERICAN COMMISSIONERS 

SUBJECT: PAPERS FOR MEETING OF NORTH AMERICAN MEMBERS OF 'I'HE 
COMMISSION IN NEW YORK CITY, 16-17 OCTOBER 

These two folders contain the papers for the meeting o.f the 
North American members of the Trilateral Commission in New York 
on 16-17 October.· Details of the program are in the first folder. 
The first folder also contains a preliminary version of the report 
Seeking a New Accommodation in World Commodity Markets from the 
Trilateral Task Force on Commodities. The final version of this 
report will be presented to the Executive Committee in Paris on 
December 1. The preliminary version will be amended before the 
Paris meeting in the light both of Commissioners' comments at the 
New York meeting and of consultants' views expressed at a recent 
meeting in Japan, an account of which will be given during the 
New York discussions. 

The second folder contains the. report The Future of the Oceans from 
the Trilateral Task Force on the Oceans. This report, an interim 
version of which was put before the Commission at the Kyoto meeting 
in May, is now in the form in which it will be presented to the 
Executive Committee at the Paris meeting. Comments made in the 
discussions in New York and Paris will be reflected in the final 
version of the report after the Paris meeting. The folder also 
contains a map which helps to illustrate the implications of expand­
ing national jurisdiction over ocean areas. (The map is intended 
solely for illustrative purposes: no significance should be attached 
to any political irnp,lications which the data in the map may carry.) 
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'.2he Snergy Task Force will prepare an· interim report of 10-20 pages· 
indicating the issues to be addressed in a lengthier report to be 
written at a later date. The interim report will examine the follow­
ing questions: 

1. The effect of the supply and price of energy on the political 
and economic relations of the consuming nations, poth among 
themselves and with the p~oducing countries, and-where common 
interests may be in.both cases; 

2. Problems to be expected in both the short term (say 1974-76) and 
the long term (1980-85), how they will interact, and ho\.; policies 
and actions taken from one perspective will affect the dimensions · 
of what can or should be done from the other. 

The longer report, to be ready by the fall 1974 Executive Corrunittee 
meeting, will: 

1. Analyze the political implications of the energy crisis, and 

2. Recorrunend steps to be taken by the Trilateral Commission . 

. ~ . 

-· 



•' 

MAX KOHNSTAMM 

EUROPEAN CHAIRMAN 

ZB IGN IEW BRZEZINSKI 

DIRECTOR 

GEORGE S. FRANKLIN 

SECRETARY ( N.A.) 

WOLFGANG HAGER 
SECRETARY (EUROPE) 

TADASHI YAMAMOTO 
SECRETARY (JAPAN) 

EXECUTIVE COMMITTEE 

I. W. ABEL 
GIOVANNI AGNELLI 

P. NYBOE ANDERSEN 
KLAUS DIETER ARNDT 

KURT BIRRENBACH 
ROBERT W. BONNER 
HAROLD BROWN 

FRANCESCO COMPAGNA 
MARC EYSKENS 
CHUJIRO FUJINO 

PATRICK E. HAGGERTY 
YUKITAKA HARAGUCHI 
KAZUSHIGE HIRASAWA 
YUSUKE KASHIWAGI 
JOHN LOUDON 

.. KllCHI MIYAZAWA 
KINHIDE MUSHAKOJI 

SABURO OKITA 
.JEAN-LUC PEPIN 
EDWIN 0. REISCHAUER 

MARY T. W. ROBINSON 
DAVID ROCKEFELLER 

WILLIAM M. ROTH 
.WILLIAM W. SCRANTON 
RYUJI TAKEUCHI 
OTTO GRIEG TIDEMAND 
PAUL C. WARNKE 
SIR KENNETH YOUNGEl'I 

SIR PHILIP DE ZULUETA 

THE TRILATERAL COMMISSION 

345 EAST 46TH STREET 

NEW YORK, N. Y. 10017 
212 661.1180 CABLE: TRILACOM NEWYORK 

MENORANDUM 

TO: North 

FROM: Zbigniew Brzezinski ~ 

TAKESHI WATANABE 

JAPANESE CHAIRMAN 

y 22, 1974 

SUBJECT: Interim Paper on the Political and International 
Implications of the Energy Crisis 

I enclose herewith the draft of our interim report on the political 
and international implications of the energy crisis. I apologize 
for the late date of this mailing, but its preparation was delayed 
because Mr. Campbell was attending a meeting in Europe between 
European aid Arab political figures and energy experts, and he was 
also taking part in consultations with our European and Japanese 
rapporteurs in Europe. The enclosed draft has benefitted from 
these discussions. 

The draft will be discussed at the meeting of the North American 
Commission May 30, but written comments from those unable to attend 
will be welcome. 
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THE TRILATERAL PROCESS 

The report which follows is the joint responsibility of the three 
rapporteurs of the Trilateral Task Force on the Political Impli~ations 
of Energy, with Mr. John C. Campbell serving as the principal drafter. 

Although only the three rapporteurs are responsible for the analysis 
and conclusions, they were aided in their task by extensive trilateral 
consultations held during 1974 in Tokyo, Brussels and New York, which 
at various stages in the development of the report included the 
following: 

Zbigniew Brzezinski, Director, The Trilateral Corrunission 
George S. Franklin, North American Secretary, The Trilateral 

Commission 
Wolfgang Hager, European Secretary, The Trilateral Commission 
Rokuro Ishikawa, Executive Vice President, Kajima Corporation 
Paul F. Langer, Senior Social Scientist, The RAND Corporation 
Walter J. Levy, President, W.J. Levy Consultants Corporation, Inc. 
Kiichi Miyazawa, Member of the Diet (LOP); former Minister of 

International Trade and Industry 
Yoshihiko Morozumi, Vice Chairman, Committee for Energy Policy 

Promotion; former Vice Minister of International Trade and 
Industry 

Sohei Nakayama, Counsellor, Industrial Bank of Japan 
M.V. Posner, Director of Studies, Pembroke College, Cambridge 

University 
Ronald Ritchie, Chairman, Institute for Research on Public Policy, 

Montreal 
Kiichi Saeki, President, Nomura Research Institute of Technology 

and Economics 
Masao Sakisaka, President, Institute of Energy Economics/Japan 
Dieter Schmitt, Energy Institute of Cologne, University of Cologne 
Pierre Uri, Atlantic Institute for International Affairs, Paris 
Carroll L. Wilson, Professor of Management, Alfred P. Sloan School 

of Management, Massachusetts Institute of Technology 



(Draft, May 17, 1974) 

ENERGY: THE IMPERATIVE FOR A TRILATERAL APPROACH 

First Report of the Trilateral Commission 
Task Force on Energy 

I. The Scope of the Problem 

The energy crisis confronting the nations of Western Europe, 

North America and Japan is both specific and general, immediate and 

long-range. In its simplest and most urgent form it concerns the 

shortages of supply and the staggering increases in the price of oil with 

which each country has had to contend within the past year. More 

broadly, it has to do with shocks which these ch'!velopments and our 

governments' attempts to cope with them may inflict on the world's 

monetary and 'trading system. And in the longer run the crisis poses 

fundamental questions about how our expanding industrial societies, which 

in the past quarter century have been fuell,~d increasingly by cheap and 

plentiful oil, will fare in the coming decade when oil supplies are 

neither cheap nor secure, and in the more distant future when they have 

virtually disappeared. 

The war of October 1973 in the Middle East and its accompaniment 

of embargoes, cutbacks in oil production, and rises in price did not 

create the energy problem. These events speeded up trends already visible, 

gave them a sharp political twist, and revealed with merciless clarity the 

vulnerability of the industrial countries. It was evident that these 

countries could not go on indefinitely at the rate at which their consump-

tion of energy had been expanding since 1950, for that expansion would 
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have to come mainly from imported oil, its availability uncertain and 

its price tnordinately high. 

The pervasive influence of the energy crisis on the entire fabric 

of national and international economic life will inevitably have political 

consequences and will require hard political decisions. Hence the 

importance, for the governments and peoples of the Trilateral countries, of 

seeing the magnitude and scope of the problem. When they see it, we 

believe they will find no viable alternative to a common approach. 

This Report first examines the economics of the future energy 

picture, then the politics of it, and finally makes some proposals. 

A. Economics 

It is useful to distinguish_ two time perspectives, one for the next 

ten years or ·so, and the other running to the end of the century and into 

the next. 

In the first period the economy of the industrialized Trilateral 

region as a whole will continue to be dependent on oil imports from OPEC 

(Organization of Oil Exporting Countries) sources. Our societies are based 

on high energy consumption. They cannot suffer a drastic drop in available 

supply or. stagnation in the rate of energy growth without serious economic 
. 

and social consequence~. Against this structural demand there is an 

insufficiency of reliable supply, since a c~itical part of their current 

supply is subject to decisions on access and on price which are out of their 

control and can be arbitrarily made. Because substitute soprces of supply 

will take years to develop, the period of continued dependence will last 

into the 1980s for virtually all the Trilateral countries and beyond 1985 

for most of them. 
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The magnitude of the anticipated gap depends on how one estimates the 

growth in requirements for imported oil. Projections made in the early 

1970s, based on what had been normal rates of growth in energy consumption 

during the two previous decades, set U.S. requirements in 1985 in the 

vicinity of 13 million barrels per day, Western Europe's at about 23 million, 

and Japan's at about 11 million. All three regions, in those circumstances, 

would be increasingly and critically dependent on imports, which would have 

to come mainly from the Middle East. As a result of experience and further 

study since the autumn of 1973, such projections can be revised to take 

account of anticipated conservation, greater efficiency in energy use, 

increased domestic oil and gas production, import substitution, and higher 

prices. Much more can be accomplished by such measures in the United States, 

however, than in Europe or Japan. The U.S. import requirements might be 

reduced to less than 5 million b/d, perhaps as little as 3 million, by 1985 

or even by 1980. Western Europe's imports would still be between 15 and 20 

million b/d, and Japan's at about 9 million. 

The question of price may be even more difficult, for the drastic rise 

in prices determined by OPEC at the end of 1973 inevitably upset the economic 

equilibrium of the consuming countries and foreordained a massive transfer 

of financial assets, and thus of economic power, from them to the oil­

producing countries. The anticipated additional oil bill, for 1974 alone, 

is in the vicinity of $50 billion for the industrial countries and $10 

billion for the developing countries unfortunate enough not to be exporters 

of oil. The effects on the international monetary system, on currency values 

on rates of inflation, and on living standards are impossible to calculate 

but bound to impose strains of an unprecedented character. 
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Looking well beyond the i11DI1ediate problems and those of the next decade, 

we can see the end of the hydrocarbon age. The date cannot be·fixed 

because the size of new discoveries of oil and gas cannot be predicted, but 

with consumption outrunning additions to proved reserves the handwriting is 

on the wall. The world must be prepared, accordingly, to make the transition 

30 or 40 years hence to an economy based primarily on coal (and its derivatives) 

and on nuclear power. The goal will be to reach, without a disastrous gap, 

the age when abundant renewable energy is available for the world's use 

through breeder reactors, controlled nuclear fusion, harnessing the power of 

the sun, or in other ways. The conditioning factors for supply of energy over 

the long term are investment, technology, and ecology, and the initial 

decisions have to be made now. 

The economic problems may seem simple -- how to restrain demand and 

maximize supply at tolerable cost and where to put investment in alternatives 

to oil -- but in fact are complex because they combine short, medium, and 

long-term considerations and a.t the same time involve a balancing of 

financial, technological and other factors. They will require on the part 

of democratic governments considered and far-reaching decisions, often to 

serve international rather than strictly national interests, in situations 

where the short-term pressures from their constituents will often be pushing 

them in the other direction. Thus a large part of the problem of making 

economic decisions may be, in fact, political. 

B. Politics 

In the necessary effort to bring the world through the next decade 

and on toward the age of nuclear energy without major upheavals, the advanced 

industrial societies of North America, Europe and Japan have a deep 

/' 



-5-

involvement and special responsibilities. With economies which are inter­

dependent and political interests which in the past have.been compatible 

and mutual.ly supporting, they have an overriding concern with the good 

health·of their relations among themselves and with the preservation of a 

workable trading system and an effective international monetary structure, 

both of which are already under stress. 

It seems clear that international economic relations, with a strong 

assist from the energy crisis, will take on an ~ncreasingly political 

character. This is already apparent in the relations between oil-consuming 

and oil-producing states. The private oil companies,where they have not already 

been taken over, can no longer make decisions on such .matters as how much 

they will produce in the latter states or at what price. The governments 

of consuming countries do not have much to say about those matters either, 

but they know now that how to get oil is their problem and that they have 

to deal with it both in discussions with each other and in negotiations 

with producing states. 

How are the OPEC members, mainly the big Persian Gulf producers, to 

be persuaded to keep up the supplies of oil? All of them know that their 

oil reserves are finite. They will decide for themselves on the rate at 

.which they use them up. Some, with major economic .development programs, 

may prefer a high level of oil exports in order to maintain a high level. 

of income. Others, with smaller populations and less ambitious programs, 

may be reluctant to push production beyond the point which meets their 

own needs for money income. Some may restrict production in order to 

prolong the life of their reserves. All will wish to keep prices up. 
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And some may wish at one time or another to determine policy on production 

and export of oil on essentially political grounds. The partial relaxation 

of Arab embargoes and production cutbacks early in 1974 was tactical rather 

than strategic; the Arab oil-producing states have said that they will use 

the "oil weapon" again if they find it necessary. 

Similarly in the case of relations with the less developed countries 

which are not oil-producers, the effects of the energy crisis will bring 

governments of the Trilateral countries, by choice or by circumstance, into 

increasing involvement in international economic relations. The rise in 

oil prices threatens the world's poorer countries with economic ruin, 

which they will seek to avert by mobilizing such political pressure on the 

rest of the world as they can for massive concessional aid and by trying 

to apply the OPEC method to any valued raw materials they themselves may 

have. The developed countries and the newly rich oil-producers will 

have to make basic political decisions on what to do about it. 

The end of the era of cheap and plentiful energy is most striking, 

oerhaps, in its impact within our own countries where it impinges on the 

lives of individuals. Beyond the obvious adjustments to shortage and 

inconvenience, it poses more fundamental questions about rates of growth, 

conservation of resources, the balance between economic and environmental 

values, and the creation or refashioning of institutional structures 

adequate to the challenge of new demands. Within national economies, 

under the pressure of high-cost energy, governments and peoples will have 

to take·decisions on allocation of resources, on priorities among different 

forms of production and- subsidies to investment, on revamping of trans­

portation systems, on patterns of location for industry, public services, 

and housing. 
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One cannot predict how far-reaching the economic and social effects 

of the energy crisis will be. What is pred~ctable is that under these 

multifarious dislocations and pressures, the lines between private decision 

and public control, between the freedom of individuals to live their own 

lives and the social requirement for rationality and equity in the use of 

scarce resources, will come under strain. These are practical rather 

than philosophical questions. They will challenge the ability of our societies 

to maintain democratic institutions and the essentials of free enterprise 

necessary to an efficient economy. 

These are, in the counnon view, problems of domestic.policy, and we do 

not pretend to judge how each country will succeed in dealing with them. 

But the line between domestic and foreign policy is unclear, and the 

inclination is always present to have the cost paid by someone else. At 

such a time it will require.extraordinary leadership on the part of govern­

ments, as well as extraordinary public understanding and discipline, to avoid 

seemingly simple solutions which promise, in the short run, more imported 

oil or higher exports or a cheaper currency. For such a course will lead 

only to destructive competition in scrambling for oil, pushing exports 

and shutting off imports, and devaluing currencies. 

It is hard to avoid the conclusion that the greatest challenge of 

the energy crisis lies in the relations among the developed nations of 

the Trilateral region. Thus far it has done more to disrupt the European 

Community than to pull it together, and the same i~ true of Europe's and 

Japan's relations with the United States. Unless these nations can 

establish the necessary cooperation with each other, they can hardly be 

effective in dealing with the rest of the world, the oil-producing 

countries especially. In order to have a realistic basis for such collaboration, 
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it is necessary to see what the respective positions of the different 

Trilateral countries are and what are the factors of competition and of 

common interest to be taken into account. 

C. Relative Positions ~ the Three Regions 

The balance among the three regions should be conceived first of 

all in terms of energy resources, but also in terms of political and 

military influence, economic and monetary strength, and technological 

capabilities. 

The position of North America is relatively strong. The United 

States and Canada have very large potential resources (oil, natural gas, 

coal, oil shale, tar sands) which if developed could produce enerp,y well 

beyond their own needs. The United States wi~l not he critically dependent 

on Middle East oil, which made up only 6 percent of primary energy consump­

tion in 1973, unless it allows the whole of its increment in energy growth 

to come from that source. It has the natural resources, the financial 

means, the technological capacity and presumably the political will to 

become virtually self-sufficient in energy by 1985 and to remain so. 

The net supplementary cost of oil imports may amount to $10 billion in 

1974, but the balance of current account with the oil-producing countries 

may be running the other way within a year or two because of their 

desire for American goods and the attractiveness of the American market 

for long-term investments. The dollar is emerging from the energy crisis 

stronger than before. 

Canada is roughly self-sufficient in energv now (imports of oil to 

eastern Canada in the past were g~nerally matched by exports from western 

Canada) and likely to rem3in so. When Alberta's conventional oil sources 

begin to taper off, they will probably be mor~ t;1an replaced by oil and 

gas from the Artie, and eventually, oil from the Athabasca tar sands. 
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Canadian governments of whatever political stripe are likely to be 

developing a national energy policy carefully attuned to Canada's needs, 

and to be chary of any rapid exploitation of its resources by foreign 

capital largely for foreign markets. 

The United States is the strong partner in the Atlantic alliance 

and in it_s security arrangements with Japan. Its naval power in the 

Mediterranean and the Indian Ocean is the only military counterweight 

to Soviet power in those areas. It is the main supplier of arms to Israel, 

Jordan, Iran, and other Middle East countries and is regarded by a number 

of those states as a mainstay of their security. The United States also 

has considerable political and diplomatic leverage in the Arab-Israeli 

conflict through its influence with both sides, although its policies of 

support for Israel have tended to undermine its relations with the Arab 

states, including the oil-producers. 

Western Europe is in a much weaker position, both politically and 

in respect of energy. Although the E.E.C. functions as a common trading 

unit, it lacks strong political institutions. Neither the Community 

nor its member states have significant military influence in the Middle 

East. They have an interest in a peaceful settlement of the Arab-Israeli 

conflict but have not been able to play an effective part in bringing 

it about through negotiation. 

The dominant fact of Western Europe's energy situation is its 

dependence on Middle East oil (60 percent of OECD Europe's primary energy 

consumption in 1973). This proportion may be somewhat reduced in the next 

decade through the development of North Sea oil and gas and the pursuit 

of strict and consistent policies on the use of energy, but it is doubtful 
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that dependence_ on external supplies will be brought below 45 percent by 

1985. This relatively weak position is accentuated by the absence of a 

common energy policy in the E.E.C. One has therefore to consider the 

positions and policies of individual countries. 

Great Britain and the Federal Republic of Germany are about 50 

percent self-sufficient in primary energy consumption. Britain will have 

difficulty in the next few years in meeting its oil import bill at a 

time of serious balance-of-payments difficulties and uncertainty over 

continued membership in E.E.C., but its longer-term prospects are favorable 

because of North Sea oil and gas. Germany, at least in the short term, can 

balance its trade in spite of the high cost of oil thanks to its formidable 

export potential and large monetary reserves; but Germany may lose export 

markets as other countries take defensive measures to protect their own 

industries and pay for imported oil. 

France is faced with large trade deficits, is investing heavily in 

nuclear plants, and has resorted to substantial external borrowing. Its 

position is essentially weak despite some positive elements such as 

comparatively large gold reserves (which will jump if there is a revaluation 

at or around the market· price), heavy sales of arms to oil-producing 

countries, and a pro-Arab foreign policy that might win special favors. 

The plight of Italy is the most serious. Unable to stop the drain on its 

balance of payments despite heavy borrowing, it has introduced import 

restrictions to the detriment of its partners in E.E.C. as a short-term 

palliative measure. Italy's fundamental problems remain unsolved, and fts 

situation is likely to get worse. 
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Japan is even more dependent than Wes;tern Europe .on extern~! supplies 

of energy about 75 percent of domestic consumption. All of its 

petroleum is imported, over 80 percent of it from the Middle East. Thus 

Japan is the most vulnerable of all the industrial nations and does not 

expect the major in~ernational oil companies to be able to guarantee the 

needed volume o~ supplies, High prices-for oil (the import ·bill is likely 

to increase by $8 billion in 1974) have already led to a weakening of the 

previously strong trading position, depreciation of the currency, and a 

further rise in inflation. Japan will try to develop its own energy, 

principally nuclear energy, as well as to diversify its external sources of 

supply, but it cannot escape from-its position of dependence and vulner­

ability for many years. .Its ability to continue meeting its oil bill will 

depend on its long-range export possibilities, especialiy to oil-producing 

countries, and on the demonstrated capacity of government and_ the business 

community to reach decisions and to adapt the economy -to changing conditions. 

For any and all of the oil-consuming countries, the prospeqt of 

massive exports to producing countries is very attractive, as is the 

idea of getting back as investment the .funds they pay out -for oil. They 

are, however, in competition with each other in exports and in attracting 

investments, and those in the stronger positions are likely to have the 

advantage. Thus the United States has an edge in the sel.ling of arms, for 

reasons of technology and political influence. Germany .and Japan have the 

best possibilities for selling equipment. And investments of oil money from 

the Middle East are more likely-to flow to America or Germany rather than 
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to countries with weaker currencies and dimmer prospects. The absence of 

atrong European institutions works against the recycling of funds to 

Europe. 

This factual picture of differing economic and financial positions 

of the countries and regions of the Trilateral area must be understood 

both for its political reality and for its disturbing implications. For 

some years ahead the United States, Canada, and later Great Britain will 

feel a certain confidence in the possession of energy resources which the 

others will not have. Germany and Japan may have compensating advantages 

in the competitive strength of their economies. Intensive competition, 

if it is uncontrolled, can turn out very badly for those in a weaker 

position. Competition should therefore be matched by cooperation. 

Cooperation, of course, has its limits; for example, it cannot 

determine where Arab investors will put their money or to whom private 

bankers will make loans. The stronger countries will not be inclined to 

engage in an unending series of operations to rescue the weaker. Yet 

all have a stake in the survival of all, and in the survival of a viable 

economic order in the world. In the framework of a long-term approach 

which makes sense for all, which offers a constructive alternative to the 

uncertainty and vulnerability of the period immediately ahead, it becomes 

politically possible arid indeed necessary for the stronger economies to aid 

the weaker, provided the latter, through conservation of energy and in 

other ways, are pulling their weight and not merely getting a free ride. 
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II. The Need for Cooperation 

The energy problem requires not only a series of defensive measures 

against shortage, dislocation, inflation, ·and the excesses of economic 

nationalism, but also a positive strategy which sets priorities and assures 

the rational, long-term development of energy resources in ways compatible 

with democratic freedoms. Market forces will previde much of the motive 

power, but it is necessary to set the context within which private. 

decisions on investment, for example, can be made and market forces can 

~perate to the best advantage. The overall strategy must take the form of 

public policy based on the conscious choice and dedicated effort of 

governments and peoples, first of all among the advanced industrlal nations 

but with full consideration for the interests of other nati~ns and an 

open invitation for their cooperation. 

The Trilateral countries must go forward together in a joint commitment 

to develop energy and to meet its high cost, with a plan covering the 
not 

next 20 years or so. They will/succeed if they have, in effect, "Project 

Independence" for the United States and "Project Arabia" for Europe and_ Japan. 

At the Washington conference of February 1974 the countries of the 

three regions(except France) agreed on the need for "a comprehensive action 

program to deal with all facets of the wo.rld energy situation by cooperative 

measures." Based on that agreement a coordinating group was established, 

and wo.rk goes forward in the O.~.C.D. and in ad hoc working groups. It is 

not our purpose _here to review or to judge this work in its present early 

stages. This report will concentrate on the overall approach to the 

problem, the need to establish long-term goals, and the specific fields in 

which early and effective action is essential. 
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1. Conservation and efficient use of energy 

We stress this subject both for its promise of actual results and for 

its important psychological effects. Avoidance of waste and increasing 

effeciency in the use of energy are mandatory in an age of scarcity and 

high cost, when many systems and methods unattractive at earlier prices 

become feasible and desirable. Much can be done without changing life­

styles, and more can be done with some changes. Extravagance in personal 

consumption is no essential attribute of a free society; indeed, to trim 

unnecessary fat may have social as well as economic benefits. Economic 

incentive will provide the main motivation, but governments will have to 

set priorities for the use of energy, limit the consumption of certain 

goods, engage in planning, pass legislation, and vote funds in such fields 

as mass transit. 

We should recognize that the consumption of energy cannot be expected 

or permitted to grow exponentially, as it has in the past, at a rate which 

would project a doubling of U.S. demand between 1970 and 1985, and a 

doubling again by 2000, and even higher rates of growth for Europe and 

Japan. Holding down demand for energy is one of the surest ways, within 

its limits, of coping with the problem of supply. It is also a method which 

gives rise to a minimum of international controversy and can induce 

habits of cooperation. Improvements in energy efficiency should be widely 

applicable in industry, transportation, housing, and electric power 

production, with much of the cooperation carried out by private firms and 

research organizations. 

Obviously, demand cannot be cut in the same precise proportions in 

each country. Geographic, economic and social factors differ. Japan is 

under greater pressure to save energy than the United States or Canada, but 

has less margin for doing so. Ten percent saving from past levels of 
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consumption is within reach of all. Although formal international 

agreement on fixed ·standards of conservation would be hard to attain and 

probably not necessary, governments should nevertheless set generally 

agreed targets and roughly comparable levels of effort, without which it 

will be difficult to have an effective sharing of supplies in an emergency. 

2. Assuring safe and adequate supplies 

Here there is a double set of problems. The first involves measures 

to develop supplies within the Trilateral area itself and in areas deemed 

relatively safe from interruption. The second involves doing what is 

possible to assure the continued flow of oil from the principal exporting 

countries now members of OPEC. The two problems are related in that 

progress toward self-sufficiency and in broadening the base of supplies 
and 

narrows the market for OPEC oil/may increase the incentives for continuing 

to supply it. Yet economic bargaining power on the consumer side will 

still be limited owing to the quasi-monopoly position of the producers. 

The consuming countries should offer all the incentives they reasonably 

can, such as the sale of capital equipment and technical skills for 

development programs, or in investment projects outside national borders 

for those like Saudi Arabia with income-earning capacity surplus to their 

own needs for develop~ent. 

Such arrangements cannot guarantee the continued flow of oil imports, 

especially if political developmentsin the Middle East bring Arab states 

once more to the use of the "oil weapon". The consumers will have the best 

chance of coping with all contingencies if they maintain solidarity among 

themselves both to set the framework of cooperation with the producing 

states and to face cutbacks and embargoes if and when they are imposed. 
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The producing states should know that to cause economic breakdown in the 

industrial countries by withholding supplies or by sky-high prices cannot 

be in their own interest, and that economic relations must be seen in the 

context of overall political and security interests on both sides. 

In the interest of larger and more diverse supplies, the consuming 

countrie~ and in particular their oil companies, should look to the 

possibilities of exploration and development of oil and gas in such areas 

as offshore Asia, Africa, and South America, where the political hazards 

may be lower than in the Middle East. Joint projects involving a number 

of governments and companies, working with the sovereign local governments, 

might be the most promising approach. With Venezuela's consent, a major 

endeavor of this kind to develop oil from the Orinoco tar belt could be a 

boon to the world oil supply of the future. 

Within the Trilateral area those countries with significant 

energy resources should develop them. There will be a conunon interest in 

having the United States move ahead with coal production, coal gasification 

and liquefac~!oa , oil shale, and additional oil and gas; Canada with 

hydroelectric power, Arctic gas, and tar sands; Britain and Norway Horth 

Sea oil; Europe with coal and natural gas; and all with nuclear energy. 

Whatever increases the total supply should benefit the entire conununity. 

There will be a conunon interest also in pursuing some of these endea~ors 

in joint projects involving, for example, European and Japanese participation 

in development of U.S. coal resources, or U.S., European, and Japanese 

participation in the development of Canada's tar sands. 
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The United States, Canada and Great Britain, primarily concerned with 

use of their resources in the light of their own long-term needs, may 

be reluctant to include others or to make commitments regarding future 

export of the product. Problems could arise also with respect to joint 

financing and the need for subsidizing the product when the world oil 

price is cheaper. But the fact of outside participation may be more 

significant than its actual quantity, and the hazards of collaboration 

are to be p~eferred to the reseritments fed by unilateralism and dog-in~ 

the-manger policies. The need for investment in all kinds of energy over 

periods up to 20 years is such that cooperation for reducing costs is 

essential, and joint planning is required to assure coordination of long­

range policies. 

One cardinal point in respect of supply is that the industrial 

countries, having made the decision to develop high-cost energy as the 

alternative to and eventual replacement for imported oil, have to stick 

with their decision. They cannot relax at times when the oil is flowing 

in, without heed for the morrow. Those who undertake the investments must 

have assurances that the projects will go on and the products will be 

marketed, even if the oil-producing states should drop their price below 

that level. 

3. Sharing in an emergency 

The experience in 1973-1974 showed that when an emergency occurs it is 

too late to establish an effective sharing plan. The private companies 

did well in the distribution of available supplies, but they did not 

s~ek that authority and do not want it in the future. 

It is up to the governments concerned to agree on (a) the conditions 

which will constitute an emergency; (b) a stockpiling program; (c) emergency 
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production plans; (d) special conservation measures and (e) a plan for the 

allocation of supplies. The sharing plan should be based on need, taking 

into account both consumption and import patterns. If the emergency is 

marked by embargoes or other discrimination on the part. of producing 

countries in supplying oil, the sharing plan should have the effect of 

spreading on an agreed basis the consequences of such unequal treatment, 

even at the risk of further measures limiting the total supply. That idea 

may be difficult to apply in practice, but it should be accepted as a 

guiding principle. If the opposite concept of go-it-alone prevails in this 

field of energy policy, it will surely prevail in others as well. 

4. The financial impact 

Meeting the higher cost of imported oil is both an immediate and a 

long-term problem. It has no easily discernible solution. Short-term 

borrowing may get some importing countries through their immediate 

financial crises but merely puts off the day of reckoning. They cannot 

cut oil imports drastically to fit their pocketbooks because the shock to 

their economies would reduce still further their ability to par. They 

will do what they can do to increase exports to producing countries, but 

even the most rapid increases of imports by OPEC countries must lag far 

behind the explosive growth of their oil income. In trade, as in the 

"recycling" of surplus funds through their investment in consuming countries, 

the money is not likely to flow back to the countries which need it most. 

The unavoidable result of the present high price for imported oil is 

that many countries will be unable to pay for oil and their other needed 

imports over any extended period. At the very least they will be forced 

into nationalistic measures of import limitation, dumping, and currency 

devaluation, provoking retaliatory and competitive moves by other countries. ·,, 
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This is a situation of great urgency requiring common approaches within .the 

European Community and between the Crnmnunity, the United States and Japan. 

In the short and medium term the nations which are financially stronger 

will have to provide emergency help to those threatened with crisis, or 

all will in time be in crisis .. 

Individually and in concert, the Trilateral countries must do what 

they can to combat the effects of high oil prices by all possible measures 

of conservation and import substitution. Yet as long as the dependence on 

imports for a vital portion of energy requirements exists, the producing 

countries can more or less set the price they want. Wishing their oil 

reserves to last, they will have a continuing interest in getting more 

money for less oil. The possibilities of a retreat on the price lie in 

competition among producing states anxious to maximize income but unable 

to agree through OPEC on manipulating exports and prices to that end, or 

in a realization by the producers of the global consequences of depression 

and possible economic breakdown in the industrial countries. 

In such circumstances some of the major producers.might agree to 

lower the price of oil or to accept.a scheme for deferral of a portion of the 

payments. But the only sure way to be relieved of paying tribute to 

the producers is to proceed seriously with development of alternative 

soarces of energy. This will be high-cost energy, of course, but probably 

not far from today's prices for OPEC oil, and in time it should establish a 

ceiling ab~ve whiCh oil imports would not go. The demonstration of serious 

intent coul~ have an effect on prices before the new sour~es were actually 

producing in quantity. 
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5. Technology and research 

The need for rapid progress in effecient use of energy, protection 

of the environment, and development of new resources will require a more 

extensive sharing of technology than is ordinarily possible. If there is 

solidarity in the distribution of scarcity, there should be solidarity 

in the distribution of new technology to overcome scarcity. It is 

comparable to a wartime situation in which allied governments, in developing 

new weapons and in mobilizing their economies, put science and technology 

to work where there are the best chances for achieving results. The 

United States, Canada, the E.E.C. and Japan should work out a detailed 

agreement. 

Priorities have to be established on the main lines of research 

and development in new forms of energy and the division of labor for 

pursuing them. Past experience highlights the difficulties of predicting 

the rate of the development of nuclear power, but by 1985 it could be 

producing at least 15 percent of total energy consumption in the O.E.C.D. 

countries. Thereafter, the world will count on the increasing use of 

nuclear power, but on many aspects ~- providing adequate fuel for nuclear 

plants, preventing diversion of fissionable materials, ensuring safety -­

technology must be developed further and political-economic decisions have 

to be made. ·These matters cannot be adequately dealt with on the national 

level alone. 

Looking further ahead to forms of energy to which scientific 

discovery has not yet brought us (nuclear fusion, solar energy for 



-21-

electricity, hydrogen, and others), governments and research institutions 

will have to set priorities for the use of their talents and resources in 

accordance with a general plan, and to review and change those priorities 

as the march of science and technology goes forward. 

III. Relations with Other Countries 

A. Oil-pr6ducing countries 

The consuming countries must try, as indicated under the above 

recoillillendations on supply and on price, to build. a continuing relation-

ship with the oil-producing countries in which both sides have ~ stake 

and will not wish to disrupt. It is not easy to do so, given the atmosphere 

of the past year. The credibility gap is wide, but obviously the dialogue 

has to be~in. Many of the producing countries' arguments are well taken 

and deserve a respectful hearing in the search for an accommodation of 

interests. 

The n.ew relationship, in any case, must take account of the legitimate 

desire of. the producing nations to own and .control their resources, to 

build industries to process those resourcea, to move ~apidly ahead on the 

path of general development, and to make sound investments. It should 

accord to them a place in international economic councils commensurate with 
! 

their increased economic status. The industrial states should be prepared 

to furnish technology and management skills to help them.diversify their 

economies and prepare for the time when their oil resources will decline, 

for example., by joint research in the fi1ald of solar energy. Building 

refineries arid petrochemical industries in the oil-producing countries will 

tend to increase dependence and to increase the cost of petroleum products 

for the consumers, but these industries are going to be built one way or 

another and the wise course is to help. 
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Solidarity of the consuming countries remains essential, as the 

alternative to a ruinous scramble for competitive advantage. This does 

not mean a confrontation of two monolithic blocs or a huge conference of 

consumers versus producers, but neither does it mean that the former 

should not use what bargaining power they possess. Bilateral contacts 

or approaches to producing countries on a regional basis (e.g. by E.E.C.) 

should not be ruled out and may indeed be beneficial, as long as they do 

not have the effect of tying up supplies or bidding up prices to the 

detriment of others, but they do tend to reduce the potential bargaining 

power of all consumers. The record of the oil-producing countries in keeping 

agreements, moreover, is not such as to give assurance that bilateral 

deals can be relied on to produce in fact the benefits they seem to promise. 

American, European and Japanese firms will be competing in exports 

to the oil-producing countries, but here again the general interests of 

the Trilateral countries as a whole should set the framework. The 

more bilateral deals are expanded, the more those who make them are 

subject to political pressure. Unrestricted and uncoordinated bilateral 

projects also tend to work in the direction of wild and uneconomic invest­

ment in the oil-producing region as a .whole, which is in no party's 

interest. International consortia may be useful for many development 

projects, especially for large and politically conspicuous ones. At the 

least, there should be an accepted practice of exchanging information and 

consulting in the O.E.C.D. 

Similarly on political matters, a generally agreed overall approach 

to such questions as settlement of the Arab-Israeli conflict or arms 

sales to Middle East states would increase the chances of harmonizing oil 
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policy with political and security objectives. Our several governments 

would, of course, maintain their own respective interests and differing 

degrees of intimacy with the various Middle East states, but they must 

avoid the acrimony and cross purposes which characterized their mutual 

relations in the autumn of 1973. North America, Western Europe and Japan 

have common interests in the availability of Arab oil, in the survival 

of Israel, in Arab-Israeli peace settlements, a stable balance,and avoidance 

of a great-power conflict in the region. All have a political-economic role 

to play in that area in the years ahead. 

Although the United States sees these problems more from a global 

viewpoint, and Europe and Japan see them in a more limited way, 

harmony on broad policy is necessary not only iri the light of their own 

mutual ·relations, but also in bringing the Middle East states a~ well to 

see iheir policies on oil in the broad~r context of .internatiorial security 
' 

and cooperation. the political instability of ihe Middle East regi6n holds 

dangers ·which menace the feasibilit.y of development programs and the 

security or'.governments as well as the interests of Western consumers. 

B. The Soviet Union and China 

It is logical to explore possibilities of obta~ning increased supplies 

of energy {rom the U.S.S.R. or China. Proposals presently under discussion 

by U.~. and Japanese_companies with the Soviet Government seem to involve 

high costs and high risks, and should be weighed against comparable 
. . ' 

investments elsewhere. Vast Soviet reserves of energy, part~cul~rly of 

natural gas, may indeed prove to be a much needed source in the 1980s for 

the U.S.S.R. itself and for many other countries as well. Increasing the 
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supplies of Soviet gas to Europe appears to make more sense than costly and 

complex arrangements for shipment of liquefied natural gas to the United 

States. It is natural for Japan to diversify its sources of energy by 

looking both to the u.s.s.R. and to China, but in any arrangement it makes 

with one of themiit has to weigh the political reaction of the other. 

As for the general political aspects, Japan or European countries 

may be wise not to go into large-scale energy projects in the U.S.S.R. 

except in association with each other or with the United States. 

Cooperation in energy development with the Soviet Union or China could help 

to strengthen the trends drawing those countries more into the world 

economy, but vague political hopes should not outweigh the hard facts of 

cost, and none of the Trilateral countries should take the political risk 

of a substantial degree of energy dependence on the Soviet Union or China. 

C. Developing countries 

As the Report of the Task Force on Relations with Developing 

Countries states, the effect of the rise in oil prices, together with 

increased prices for other essential products, on a number of the developing 

countries has threatened them with disaster. They require help both 

immediately and in the longer term. 

Emergency aid must be furnished in the form of grants or soft loans, 

for there is little prospect that it can be repaid. The stronger industrial 

countries, especially those which have gained by the high prices of food, 

fertilizers and other goods needed by the developing countries, should 

maintain or increase current levels of aid despite their own troubles 

with oil payments, and the oil-producing countries should also contribute 

through existing international financial institutions or new arrangements 

·such as have been proposed by Iran. It should be clear that this is not 

just the "north-south problem" in more acute form. for the oil-producing 
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states have both a heavy responsibility for the plight of the others and 
'' 

ample means to ease it. 

In the longer run, the continuance of high~cost energy for all will 

create for many ~eveloping countries a situation of permanent inability 

to meet their fuel bills. As the developed countries increase their own 
' ' 

production of energy, there should be more Middle East oil available on 
! I ', ' , , . •, f •; 

the world market, perhaps at a lower price. One way or another, the prices 

the poorer developing countries pay for oil and for food will have to come 

down, or arrangements for concessional aid on a more or less permanent 

basis will have to be established. Because this is a common obligation of 
I. 

the industrial and the oil-producing countries, it provides another facet of 
! 

the cooperation which their own reciprocal interests in oil, trade and 

development will require them to build. And the urgent human considerations 
f ', 

for doing so should be beyond dispute. 
' 

IV. Institutions 

· The Trilateral countries ~eed adequate institutional arrangements to 

coordinate the many· aspects of their joint and several approaches t'o the 
~ . ' 'l 

energy problem. There will have to be continuing consultation among 

governments, but regular diplomatic channels will not be adequate. If 

there is need for a general master plan or strategy setting th~ broad 

lines of policy, there is need for an organization where its adaptation 

to changing conditlons and its translation into practice can be worked out-. 

The O.E.C.D., because of _the character of its membership and its 

general function of setting and overseeing the rules of the game, provides 

the natural framework. An energy agency associated with the O.E.C.D., 
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primarily a consulting body but with some delegated authority, would be a 

logical central institution for coordinating the tasks which have to be done, 

everything from current stockpiling to long-range plans for research. The 

important thing is not the label or the established procedures but the 

ability to get the job done. If the O.E.C.D. should be too cumbersome, 

the logical alternative would be a new energy agency representing Cltiaada, the 

United States, the E.E.C., and Japan. 

V. Conclusion 

The energy crisis has propelled the industrial nations into a 

situation to which other factors were also bringing them though more 

slowly: a situation in which they have to set the lines of basic policy 

together or succumb to chaotic national competition and a destruction of the 

fundaments of a rational world order. The real challenge of the energy 

problem is in how we deal, not with outside adversaries, but with our­

selves both within and among our respective societies. Our peoples need a 

wartime psychology to fight against complacency and paralysis, and a 

determination -- because it will be a long war -- to stay the course. 
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ENERGY STATUS SHEET 

13 JANUARY 1975 

1. Severe energy shortages lie ahead even if Arab oil is not suddenly curtailed 

or cut off - UNLESS 

a. Oil import capability is greatly increa.sed and Arab nations 

agree to considerably "up" what they provide. Deepwater offshore "ports" are 

needed. 

b. Serious conservation measures are taken. 

c. Very energetic development of both hydrocarbon and non-fossil 

fuel energy sources is undertaken (Note: The effect of c. is only in the long 

term). 

d. Goverrunent support of public utility expansion is given high 

priority (effect will also be in the long term). 

2. Currently hydrocarbon resources are diminishing in the U.S. 

Down 4 6 % for oil (annual rate) 

Down 7 - 8 % for gas (annual rate) 

Barriers erected against use of coal. 

3. Impact of natural .gas shortage -

4. 

_..,./ 

55% of nation's homes are gas heated. Gas used as feedstock for 

petrochemicals and fertilizer. Most industries use gas for ener­

gy (about 5 million equivalent barrels of oil daily). National 

policy giving homes gas priority is beginning to result in a 

serious industrial slow-down .C. e"'. v d. J' 1<.d j vd G cl v f ( t3 ,,-u "'",....!::', 
0 fuy ?'l....'J r<: . .;..i .,.,_ J 

Conservation is badl~~j.ed but it is not enough. -- To make good the energy cost due to the dwindling natural gas 

supply, alone, would require the doubling of coal production in 

the next 6 years. But to open a new underground mine takes about 

5 years. Strip mining of Western low-sulfur coal seems to be 

only answer. 

5. Very Approximate Data -

Overall energy use in this country during 1974 ran at about 37 

million barrels per day oil equivalent - down alot from 1973.K-
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But during this year (1974) domestic oil and gas supplies decreased, 

Canadian oil imports did not increase, and imports from the OPEC 

nations increased. Politically we are now deeper in the Arabian 

oil quagmire. Economic conditions showed a down trend in indus­

trial activity. This reduction and the concomitant reduction in 

energy use cloaked the fact that the numbers of energy uses are 

increasing and will continue to increase through 1985. 

6. Organizationally the energy situation is improved. 

We now have a Federal Energy Agency, an Energy Research and Devel-

opment Agency, and a supra~department Energy Policy Cou...".lcil for 

crisis administration above and.beyond matters handled routinely 

by the FEA. Also, for starters, the ERDA has been funded to the 

extent of 20 million dollars, but Rogers Morton who dominates the 

Energy Program (with President Ford's consent) is dead set against 

pooling industry and government development efforts. 

7. Rapid development of gas and oil from coal will not come until developers are 

guaranteed against loss by the government. 

Businesses still cannot "accept" the current price of oil because 

economically it doesn't make sense and should fall. But, for 

political reasons, it probably won't come down. In any case in­

dtistry, on its own, does not have the capital resources to bring 

in a new energy age. 

8 .. !:'!9..~eeded - a clearcut effective cor:i.~~rvation system, a rapid stockpi~:!:_~for 

a six month supply of oil, and a collective industry/government .---
e~fort of gre~s~~1e to develop new energy sources to the produc-

tion stage. 
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NOTES ON THE 

CURRENT POLITICAL IMPLICATIONS 

OF THE ENERGY QUESTION 

INTRODUCTION 

Our energy situation, if left unresolved, will drive our economy 

to its knees. Arthur Burns in a recent New York Times article is 

quoted as testifying before Congress that petroleum prices must be 

brought down from the OPEC prices lest our world economic situation 
\ 

be destroyed. With others (Secretary William Simon, for instance) 

Burns infers that oil prices will come down if Free World demand is 

lowered through a cooperative effort amongst the Free World indus-

trial nations. I use "Free World", an old "Cold War" expression, to 

indicate that we are heading rapidly towards a warlike confrontation 

situation. A failure to achieve control over our domestic situation 

could cripple us in the international arena and cause genuine chaos 

at home. The current administration is ''wishing" for oil price re-

ductions. They will not come. The White House is drifting dangerous-

ly towards a precipice. 

ENERGY DEMAND IN THE U.S. HAS BEEN REDUCED* 

Many people point to the fact that our total energy consumption 

for 1974 is down a bit from the pre-Yorn Kippur War consumption of 

1973. (A consideration of rates of consumption is involved here). 

To these people this reduction implies that the back of the 

previously exponentially rising national demand for energy has been 

broken and that the energy question is no longer a prime threat to 

our ~conomy and general national and international well-being. 
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This attitude fails to recognize that our population in the 

industrial and personal areas has responded.to increases in price 

and has exhibited a form of patriotism not appreciated by adminis-
- -- - i,i..I\ J i~ II~;'./ ''-be ~,f ·h tj .://(., l·I i..f..f' d.J.' C/.')~v~j.,.~ .fc,J ' 

tration and congressional leaders~ This accentuates the importance 

of our demographic situation and emphasizes the dangers posed to 

political figures who fail to read the times perceptively. 

Demographically, our prime energy consuming sector of the pop-

ulation (the 25-35 year old group) will continu€ increasing until 

about 1985 in spite of dur now-lowered birth rate ... because these 

young people are already born. The Chase Manhattan Bank estimat~s 

that the increase in that segment of oui population between 1970 

and 1985 will be on the order of 44% or 19 million people. 

Clearly this says something about per capita energy consumption 

in the face of a reduced or even constant supply of energy. And -

energy controls our standard of living and the rate of employment. 

Of even greater possible impact is the fact that while our 

domestic energy consumption is somewhat dampened, our import of 

petroleum continues to rise as domestic supplies dwindle. In the 

face of Canada's recent announcement concerning the future curtail-

ment of her petroleum shipments to the United States, it follows 

that we are increasing our dependence upon Middle Eastern oil. 

This dependence is of the first magnitude in its proportions 

and implications. The notion that the OPEC nations will respond 

to a classic supply/demand situation is without foundation. Their 

policies will continue to be dominated by political concerns. We 

do rtot have the ability to force these prices down. 
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A NAVY SECOND TO NONE 

While publi.c men have declared that we must have a Navy "second 

to none", we have in fact reduced the size of our fleet from about 

960 to 514 ships in commission during the period 1968 to .1974. By 

way of contrast, the Soviet Union has built its fleet up to over 

1000 ships in active commission armed with homing guided missiles 

of such calibre as to render these ships superior to most of ours; 

The concept emerging from the House Armed Services Committee to the 

effect that our Fleet is still superior, because of its greater ton-
. I 

nage, to the Soviet Fleet is sheer hyperbole because the bulk of our 

"excess" tonnage is concentrated in a handful of huge aircraft carriers. 

We have lost naval supremacy at the most inauspicious time. During 

the Yorn Kippur War of 1973, the 60 odd ships of the U.S. Sixth Fleet 

assembled in the Eastern Mediterranean were quite literally ''surroun-

ded" by some 90 Soviet men-of-war. While we mounted a recent "show 

of force'' in the Persian Gulf for a few days, the USSR maintains a 

standing naval for6e of considerably more powerful dimensions in the 

Indian Ocean. Without reference to the intercontinental exchange of 
, 

weapons and the ensuing nuclear holocaust, which neither great nation 

can afford to contemplate ... but must remain able to invoke ... the Soviet 

Union has achieved the ability to face us down ... or to destroy our 

forces ... on distant station just as we demonstrated the ability to 

do to them during the Cuban Crisis of 1962. Our talk of "policing" 

the Arabs and protecting our seaborne commerce is entirely empty 

,mouthings ... or the result of a singular lack of military comprehension 

on the part of the administration (including Secretary Kissinger). 
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Either circumstance is dangerous. The Russians can now, at their 

will, stop our foreign war operations should they choose. In pass­

ing it may be noted that they can also forbid our r~supply of _troops 

in Europe. 

The administration "talk" recently reported by U.S. News and 

World Report to the effect that the Soviet Union would ;'stand aside" 

should we invade the Middle Eastern oil fields because they would 

recognize that major national interests were at stake (just as we_ 

did (it is said) when the USSR invaded Hungary) is pure "twaddle" . 

. We had no means of interfering with the Hungarian invasion short of 

commencing a world-wide nuclear war. 

interfere with us without danger of 
L<-;id /Jl; k/s-,i.Jj)-Y d.,;,,; I .l~.t..rn i-o r--e.:.(.,'.;..<.. 
WE MUST NOW TRADE ON THE OCEANS 

Whereas formerly foreign trade 

Today the Soviet Union can 

intercontinental nuclear war./n~ rv7' 
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across the oceans was of marginal 

importance to our overall well-being, the importance of overseas 

trade is now of vital (survival) importance. The balance of payments 

situation created by the extraordinarily high petroleum prices being 

exacted by the Arab nations (and th~ OPEC nationi in general), apart 

from indicating the need for strictly enforced domestic energy con-

servation, also dictate the necessity of a huge oceanic commerce 

and distinctly competitive government assisted trading efforts. That 

this will place us in commercial confrontation with the other indus-

trial nations is inevitable. It will color and perhaps drastically 

change-their international alignments that we have, for so many years, 

taken for granted. The untoward (for us) aspects of this can only 

be minimized by our taking domestic steps towards regaining energy 

independence. We have the innate capability to do this and, fcir the 

time being, most of our friends and allies do not. 
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Int~rnational agreements to ''share the pain" of energy ~hortage 

(if occurring) ~re largely cosmetic unless, in the United States, 

they are matched by an obvious and vigorous program to develop new 

energy resources and to severely conserve what we have. Our energy 

Brutally stated and in spite of the positions taken by leaders 

in the current administration, the financial capital requirements 

for a nominal U.S. independence in energy resources by 1985, consid-

erably exceed the resources of the private industrial sector in this 

country. Other papers give detailed figures on this but the general 

gist is that something on the order of about $50 billion a year for 

-10 years or 15 years is probably required to bring us into an era 

where coal gasification and liquefaction is operating on a large scale 

and where we are moving into a situation (through the development of 

new energy resources) that will liberate us (and through us, the rest 

of the world) from our present dependence upon "fossil fuels". Since, 

in a "good" year some $60 billion to $70 billion dollars represents 

the total net profit of U.S. industry after taxes, it can be seen 

that industry, on its own, cannot, without stopping everything else, 

swing the energy development program that is demanded by our national 

circumstances. Clearly, public money~ in large amounts, must be 

brought into the national energy Research and Development Program. 

And, most probably, this can be achieved with the least waste and 

duplication by the coordinated joint efforts of industry and govern-

. ment. If this smacks of "nationalization'' according to the Secretary 

of the Interior, Rogers Morton, it must be remembered that the great 

energy corporations themselves, such as Exxon, have already proposed 
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such a ~cheme {albeit privately) ... and they, certainly, are not 

proponents of "socialism". A great deal of pragmatism is needed 

and we must remind ourselves that the ''American Democrati~ Experi-
·'· 

ment'' is a continuing one. We may be warned by the present situa~ 

tion of democratic nations who are divorcing themselves from the 

. use of the great psychic and capital formation energies of the Free 

Enterprise System ... but we must evolve politico-economic concepts_ 

that are suitable to our national aspirations. This brings us to 

what is, philosophically, the most important aspect of our energy 

and general economic situation. 
~ 

ONLY A STRONG MIDDLE CLASS PERMITS DEMOCRACY 

In shaping our energy policies we must be continually alert 

to the impact we make on the resources, values, hopes, fears, and 

ambitions of our middle class and of that mobile sector of our 

laboring class prepar~d to work themselves or their children into 

the middle class. And we must remember that "middle-class" in 

American terminology is not a social dis-tinction. · "Middle-class" 

in our country describes that segment of the population that is 

propertied enough, in one sense or another, to interest themselves 

in political action on any levels in order to protect and~dvance 

their personal individual and collective interests. 

History teaches us that, in the brief expe~iences man has had 

with self-government, a strong, relatively large, and viable middle 

class is essential to the workings of Democracy. 

What we do in the energy field will have great impact on our 

economic and social circumstances. The rich will, as always, man-

. age for the most part to survive and, indeed, grow richer. The poor, 

other than those equipped to progress upwards, will remain with us 
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andf~e protected. But if we take measures that unduly hurt the 

middle class we may be assured that this will work to the ~eduction 

of freedom for all of us. 

THE POLITICAL LIABILITIES, PITFALLS, AND PROSPECTS 

The American people have not been apprised of the real serious-

ness of our energy and military situations. The politician that 

does this first will be treated cavalierly; the bearer ot-ill tidings 

is always an unwelcome herald ... particulary if he has no constructive 

program to offer. 

For those politicians who are moving towards national prominence, 

influence, and power, it is essential that they consider the matter 

of .timing. There are penalties for beini too far out in front (our 

economic problems may deceivingly grind along without dramatic change 

for quite a while ... depending upon the USSR and the OPEC nations). 

There are, of course, the penalties of political oblivi~ri for those 

aspiring to high public office who have not evolved a reasonable pro-

grammatic approach for the resolution and cure of ou~ energy situation. 

A good ta'k at the present as 1974 wanes and 1975 arrives would 

be to make contact with industrial and military leaders who, although 

constituting a minority, have built-in respbnsibilities for the devel-

opment of energy resources and the protection of our now essential 

sea-lines of communication. Although in full campaign a candidate, 

especially a Democrat, may necessarily take positions abhorrent or 

dangerous-appearing to these people; an earlier understanding and 
h1 t.tf (/a.{ 

situation of ma-t-er:t-a-1 trust and confidence will be of great back-

ground importance because while these people cannot, on their own, 

_advance a political movement, they, neverthelessJhave the resources 

to severely hamper such a movement if they choose. 
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CONCLUSION 

Our energy circumstances have placed us in the position where 

we are (and will be for over a decade) dependent up6n oceanic com-

merce for our survival as a national economic, political, and social 
( 

entity of our own choosing. We have lost, and must regain, the abil-

ility to protect this commerce on the high seas against a now-existing 

Soviet naval superiority. In achieving this goal we must realize that 

the use of tacital Air Force units and Army units abroad cannot be 

undertaken on anything approaching a sustained basis without control 

of the seas. The revitalization of our Navy is now of first military 

priority. 

We must quickly devise acceptable and effective ways to coordi-

nate the efforts of government, industry, and labor in a vast under-

taking to regain nominal energy independence. This is not only 

necessary for our own survival; it is essential to the stability of 

the other industrial nations of' the Free World. 
/ 

While we bask in the sunshine of "detente" we must remember 

that now, unfortunately, we do so at the sufferance of Russian leaders 

who have achieved a great and bloodless strategic victory over us due 
-

to our own carelessness and lack of foresight and the ambitions of 

some very dangerous men. They will exploit this victory when it 

dawns upon their political leaders what a triumph Admiral Gorshkov(~!) 
has achieved.Jfvi--z(J( J{~ c-u"~~~ ~i a ~-ci!'!.44 /~;.0 " 

Stern measures, and great discipline, and dedication are required 

to extract us from this precarious position. The American Public 

must be educated and conditioned to the current realities we face 

and this will be a consummately demanding political task for our 

leaders. Without fresh leadership we will simply fail and sink into 

Soviet dominated obscurity. /1.,i_ ;-ac:...,J vi' fz. f-h.~- :L/s.f. Ce/1/-u_yJ· sJ11HL/J 
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As we proceed back towards energy independence we must contin-

ually review the circumstances of the middle class. They are the 

true bastion of Democracy and it is their well-being and vitality · 

which guarantees freedom for all of us. 
_/ 

- END -

( 
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Nuclear 
Warsl11iips and th~ 
r~avy9s Future 

By Admiral H. G. Rickover, U. S. Navy 

As the Navy's three nuclear-powered surface 
ships, right, cruised in the Mediterranean 
during their 30;000-mile circumnavigation in 
August 1964, they were clearly tomorrow's 
warships. But tomorrow and tomorrow and 
tomorrow have passed and, in the ten years 
between Operation Sea Orbit and the approval 
of the legislation on the facing page, only two 
nuclear-powered surface combatants have 
joined the fleet. 

Much has been said in recent months about the 
importance of naval power as it relates to contemporary 
international relations. For a country that is essentially 
an island nation, whose economic life is increasingly 
dependent on foreign resources, and the majority of 
whose allies are oceans away, the emergence of wide­
spread national interest in our naval posture is long 
overdue. 

Several important events are making clear the in­
escapable reality of our dependence 9n naval power. 
Among these are the national retrenchment following 
the long war in Southeast Asia, the development of 
a strong Soviet Navy, with warships particularly de­
signed to destroy U. S. naval forces, and most recently, 
the Arab-Israeli conflict, with the resultant loss of oil 
supplies from the Mid-East. 

. The current lack of foreign oil has· reminded us of 
our vulnerability to outside pressures. It has not been 

Copyright 1974, H. G. Rickover. 
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TITLE VIII-NUCLEAR POWERED NAVY 

10 use 7291 SEC. 801. It is the policy of the United States of America to modernize 
note· the strike forces of the United States Navy by the construction of nuclear 
88 STAT· 408-------- powered major combatant vessels and to provide for an adequate industrial 
88 STAT· 409 base for the research, development, design, construction, operation, and 

"Major combat­
ant vessels 
for the strike 
forces of the 
United States 
Navy." 
10 USC 7291 
note. 

Report to 
Congress. 
10 use 7291 
note. 
64 Stat. 832; 
84 Stat. 1169. 
Department of 
Defense Five 
Year Program. 

10 use 7291 
note. 

Short title. 

maintenance for such vessels. New construction major combatant vessels 
for the strike forces of the United States Navy authorized subsequent to 
the date of the enactment of this Act becomes law shall be nuclear powered, 
except as provided in this title. 

SEC. 802. For the purposes of this title, the term "major combatant vessels 
for the strike forces of the United States Navy" means-

(1) combatant submarines for strategic or tactical missions, or both; 
(2) combatant vessels intended to operate in combat in aircraft carrier 

task groups (that is, aircraft carriers and the crosiers, frigates, and 
destroyers which accompany aircraft carriers); and . 

(3)those types of combatant vessels referred to in clauses (1) and (2) 
above designed for independent combat missions where essentially un­
limited high speed endurance will be of significant military value. 
SEC. 803. The Secretary of Defense shall submit to Congress each calendar 

year, at the same time the President submits the budget to Congress under 
section 20lof the Budget and Accounting Act. 1921 (31U.S.C.11), a written 
report regarding the application of nuclear propulsion to major combatant 
vessels for the strike forces of the United States Navy. The report shall 
identify contract placement dates for their construction and shall identify 
the Department of Defense Five Year Defense Program for construetion 
of nuclear powel'ed major combatant vessels for the strike forces of the 
United States Navy. 

SEC. 804. All requests for authorizations Ol' appropriations from Congress 
for major combatant vessels for the strike forces of the United States Navy 
shall be for construction of nuclear powered major combatant vessels for 
such forces unless and until the President has fully advised the Congress 
that construction of nuclear powered vessels for such purpose is not in the 
national interest. Such report of the President to the Congress shall include 
for consideration by Congress an alternate program of nuclear po,vered ships 
with appropriate design, cost, and schedule information. 

This Act may be cited as the ''Department .of Defense Appropriation 
Authorization Act, 1975". 
Approved August 5, 1974. 
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easy for our citizens to accept the fact that this country 
is_ dependent on anyone or anything. Americans are 
proud of their self-reliance and self-sufficiency. That 
something as simple as heating a house or driving a 
car can be governed by conditions beyond national or 
individual control is for most of us a painful revelation. 
The smoothest generalizations are breaking up against 
the rough edges of recent events. 

So far, the oil shortage has only been an incon­
venience to the majority of our people. But a shortage 
of petroleum could have disastrous results on the abiliry 
of our oil-fired naval forces to fight in areas where fuel 
supplies are unavailable to us. This does not have to 
continue to be the case for future major U. S. naval 
combatants because we can build them with nuclear 
propulsion, if we exercise the foresight to do so. 

With existing designs of naval nuclear propulsion 
plants it is possible ro p~ovide enough energy for ten 
to 13 years of ship operation without rhe need to refuel. 
And new reactor designs now under development will 
last 15 years. In contrast, oil-fired naval warships must 
be refueled every few days. The initial nuclear fuel for 
a Nimitz class aircraft carrier contains rhe energy eguiv­
alent of 11 million barrels of Navy distillate fuel oil, 
or enough oil to fill a train of railway rank cars, stretch­
ing from San Francisco to Los Angeles. 

It was the concern for fuel for naval ships in time 
of war that led to establishment of the Naval Oil 
Reserves, which are now being considered as a quick 
source of additional oil during rhe present shortage. 
But evm if this reserve is still available during a future 
war, it ~ill also be necessary to have rhe oil ar hand 
where it is needed, before it can be used. Of what value 
is an oil-fired warship if ir is unable to ger oil? It is 
the need for a reliable worldwide fuel distribution 
system, that is rhe Achilles' heel of our oil-fired Navy. 
The difficulry in obtaining foreign oil supplies to sup­
port recent operations in the Mediterranean and rhe 
Indian Ocean shows this vulnerability. 

But from the very beginning of rhe nuclear power 
program there has been strong opposition in rhe Navy. 
Were it not for rhe Congress and rhe Atomic Energy 
Commission, we would not have nuclear submarines. 
In 1948, when the Navy opposed nuclear submarines, 
the Navy's systems analysts made a srudy. This srudy 
showed that a nuclear submarine would be worth 1.41 
times as much as a conventional submarine, but would 
cost about twice as much. The analysts therefore con-

. eluded that nuclear power was not worthwhile. The 
Navy argued that if they built nuclear submarines they 
would only get half as many submarines each year. This 
argument was similar ro a view held by the Navy ar 
the end of the 19th century. President Theodore Roose­
velt said that rhe Navy feared ro push submarines lest 

Congress withhold appropriations for building battle­
ships. Fortunately, in rhe case of nuclear power, Con­
gress prevailed and rhe Nautilus was built. In fact, the 
Atomic Energy Commission paid for the propulsion 
plants of the first two nuclear submarines. The Nautih1s 
ushered in a revolution in submarine and naval warfare. 

Although nuclear submarines have now been recog­
nized' as among the most vital warships we have, oppo­
sition to them has nevertheless continued for over a 
guarrer of a century. For example, the Department of 
Defense at one point decided to stop building any more 
nuclear submarines after 1970, but they were overruled 
by Congress. In another case, just a few years ago, the 
systems analysts in the Defense Department suggested 
sinking ten of our Polaris submarines to save money. 
And, more recently, it had ro be congressional action 
that increased the number of high speed Los Angeles 
class nuclear arrack submarines in rhe shipbuilding 
program over what rhe Defense Department had re­
guesred. Such a reluctance ro build submarines has 
conririued even though rhe Soviets have surpassed us 
in numbers of nuclear submarines since 1971 and are 
outbuilding us by three to one; and even though they 
now possess three times our submarine building capac­
ity and are still increasing that capacity; and even 
though they have introduced nine new designs in the 
past seven years as compared to two for us. 

In nuclear powered surface warships, the opposition 
has been even more persistent. The five nuclear surface 
ships in service today came into being only after much 
pushing and shoving by Congress. The aircraft carrier 

_) 
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Kennedy was built with conventional power over the 
strong objection of Congress. One of the two nuclear­
powered frigates which were authorized by Congress 
in fiscal year 1968 was nor permitted to be built by 
the Defense Department, and the other was delayed 
for nearly two years. In 1971, the Navy scrapped a 
previously planned program to provide each nuclear­
powered carrier with its reguired four nuclear frigates, 
and suspended indefinitely the nuclear frigate con­
struction program. Yet this was the only rype of new 



combatant ship having a fleer air defense capability. 
Central co the opposition to nuclear-powered ships 

has been the precept that we should nor go to nuclear 
power until we can show it is no more expensive than 
conventional power. But why should we expect to get 
all the advantages of nuclear power at no additional 
cost? The cost of all other weapons has gone up as 
their capabilities have improved. For example, the M-16 
rifle coses three rimes as much as the World War II 
M-1 cost; a modern machine gun costs nine rimes more 
than one from World War II; a C-5 transport plane is 
over 300 times as expensive as the World War II C-47; 
the airplanes the Navy flies today cost 20 to 25 rimes 
as much as World War II aircraft. Does that mean 
we should have only four or five planes on our carriers 
instead of 100? 

Even so, the additional cost of nuclear powered 
warships is minimal when all factors are considered. 
First, nuclear powered ships are built to higher stand­
ards than conventional ships and have proved to be 
more reliable in the operation of their propulsion 
planes. These first line ships carry the most modern and 
complex weapons systems and have increased opera­
tional capabilities over their conventional councer­
parcs-all of which naturally contribute to their higher 
initial cost. In addition, the construction cost of nuclear 
ships includes nuclear fuel for over ten to thirteen years 
of operation, whereas the initial cost of a conventional 
powered ship does not include the cost for oil. 

Recently, oil coses have risen dramatically. Ir now 
coses close to $25 a barrel co buy and deliver oil to 
Navy ships. Ar chat rate, it would cost almost $270 
million to provide the amount of oil for a conven­
tionally powered carrier equivalent to the nuclear fuel 
in the Nimitz. That is almost three rimes the cost of 
the nuclear fuel for this ship. 

Nuclear and conventional ship costs should be com­
pared on a lifetime basis. For example, compare lifetime 
coses for a nuclear carrier. task group with those of a 
conventional cask group. The nuclear carrier increases 
the cask group cost about two percent. Each nuclear 
escort increases the overall task group cost one percent, 
so that four nuclear escorts increase the task group cost 
four percent. Therefore, the lifetime cost for a complete 
nuclear task group, consisting of a nuclear carrier and 
its four nuclear escorts, is six percent greater than that 
of a conventional carrier accompanied by four conven­
tional escorts. 

This is merely the peacetime cost. It does nor rake 
into account any of the advantages of nuclear power. 

Nuclear-powered task forces are far less dependent 
on logistic support. When logistic supply lines are 
attacked during a real war the decrease in the require­
ment for ships' fuel for the strike forces will have a 
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compounding beneficial effect. The surv!Vlng fuel 
transportation and ·storage facilities can then all be 
concentrated on getting fuel for aircraft and other 
military vehicles to the forward areas. The escorrs chat 
would otherwise be required for the rankers which carry 
ships' fuel could then be assigned to assuring the safety 
of otner supplies. 

A major lesson of World War I, the first war in 
which fuel oil played a predominant role, was pithily 
expressed: "The Allies floated to victory on a sea of 
oil." In World War II also, the supply of oil was a 
controlling factor in most military operations. 

Here is a staremcnt about fuel, that points out hCv.7 
lack of oil was instrumental in the defeat of Japan. 
Ir is quoted from the Strategic Bombing Survey con­
ducted after the war. This report, entitled "Oil in 
Japan's War," stares: 

"In every phase of the war, oil determined Japan's 
strategy and governed rhe tactical operations of its 
Navy and Air Force. The collapse of the Japanese 
war effort was the consequence of their inability to 
maintain their supply routes. 

"The effect of oil shortage on Japanese Naval 
strategy became devastatingly appnenc in the cam­
paign for the Marianas and the Philippines. Japanese 
fleer units had co be dispersed between the Japanese 
Inland Sea and Singapore, owing to limited fuel­
ing facilities, and failure to achieve sacisfacrory coor­
dination between che fleets contributed substantially . 
to the Japanese defeat. Fuel shortage in the Home 
Islands deprived che Japanese naval forces fighting 
off the Philippines of the services of ac least three 
battleships, which together with several aircraft car­
riers were taken our of service and assigned to duties 
as pore and antiaircraft vessels because they con­
sumed coo much oil." 

There are numerous examples where oil shortages 
have been a critical factor in military operations, exam­
ples char appear now co have been forgotten. Unfortu­
nately, hisrory has a way of caking revenge for forget-
fulness. · 

Take the carrier task force again. In the case of a 
conventional carrier with four conventional escorts, one 
third of the fuel is used for the carrier, one third for 
the conventional escorts, and one third for the aircraft. 
By doing away with the need for the fuel for the carrier 
and its escorts; by making them nuclear powered; only 
one third the amount of propulsion fuel-that used 
by the aircraft-is needed. Further, we design our nu­
clear carriers with the capacity for almost twice as much 
aircraft fuel and 50% more aircraft ammunition than 
1the latest conventional carrier. This reduction in logis­
tic support becomes especially important when our 
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naval forces are operating away from home, during a 
real war, when they are subject to enemy attack. 

When a nuclear carrier is substituted for a conven­
tional carrier, the range of a carrier task group with 
four conventional escorts is doubled. When two of the 
four escorts with the , nuclear carrier are nuclear, the 
range of the carrier task group is doubled again. When 
all the escorts are nuclear, the range of the carrier task 
group is essentially unlimited, 

For these reasons a nuclear task force is at least 50% 
more effective than a conventional task force. 

I am sure you knovl the maxim learned through 
the bitter lessons of war that: "The art of war is the 
arc of the logistically feasible." It is the elimination 
of the, requirement for a continuous supply of pro­
pulsion fuel that makes nuclear-powered warships so 
valuable. 

The areas I have just mentioned represent a tremen­
dous increase in military effectiveness. In my opinion, 
this effectiveness far outweighs the six percent higher 
lifetime cost for the all-nuclear carrier task force. 

There are many examples where the value of nuclear 
propulsion for surface warships has been demonstrated 
in real terms, in everyday operational missions of the 
Fleet. I frequently receive letters from the commanding 
officers of our nuclear warships telling me of some of 
these advantages. As one of many examples, for 13 days 
during July 1971, the Truxtun-the frigate that Con­
gress changed to nuclear propulsion in the 1962 pro­
gram-provided an excellent demonstration of the ca­
pability of a nuclear-powered ship to perform truly 
independent missions, free of the fuel oil umbilical 
cord. 

While on a special mission, the Truxtun steamed 
8,600 miles at an average speed of advance of 28 knots, 
traveling from Subic Bay in the Philippines to Perth, 
Australia, and crossing the Indian Ocean twice en 
route. This is the longest period of such high-speed 
operation ever sustained by any ship. This high speed 
could have been continued for an essentially indefinite 
period, had there been a need. At the conclusion of 
her mission, the Truxtun was fully ready to undertake 
protracted combat operations. 

In contrast, our most modern oil-fired frigate would 
have had to refuel at least three times during such a 
transit, and would have arrived at her destination with 
close to minimum fuel reserves, unable to conduct 
extended combat operations. And, of course, there are 
no tankers normally available in the middle of t,he 
Indian Ocean from which to refuel. From a practical 
standpoint, no non-nuclear ship could have performed 
the Truxtun's mission-in peace or in war-because of 
the fuel support needed. 

Also to be considered in comparing nuclear-powered 

to conventionally powered ships is the availability of 
fuel reserVes during war. I mentioned that the Naval 
Oil Reserves are now being considered as an emer­
gency source of fuel. These reserves are, therefore, not 
guaranteed. , · 

The situation is different when we have nuclear fuel 
as a reserve. What limited our industrial output, and 
therefore our fighting capacity in World War II was 
the labor supply. But we can employ labor now-in 
peacetime-to manufacture nuclear fuel for our nuclear 

Navy, and we can store the fuel in a small area. We 
would then be assured of having a nuclear fuel reserve 
for a long war, and we would not need labor, during 
the war, to manufacture nuclear fuel. 

Thf.C~ _a nai!oi:i'.s_bistory_ that, to u~e. 
T_!l~~!!~.~;_leffer,sgn'~ phrase, at:L!jke ''.!.___fire-bell rn the 
nig_~ recenr conflict in the Mid:£a5i:-was such 1 

a~...ellen~e, we were in a situation -)~ 
where the Soviet Fleet in the Mediterranean out- ill 

numbe~~C[J~ ff S. Sixth Fleet. 1,; 
Had the Soviet Mediterranean Fleet been ordered to ~ 

challenge the Sixth Fleet, who would have won? From 
the limited information available to me, I.~o~~~in,k, i\ 
~™ill e~lv clear::_ Would such a question have '\ 
been seriously asked ten years ago? Perhaps this thought 
will give you an inkling of the change that has taken 
place in the balance of naval power over the past 
decade. 

This change underscores the urgent need we, as an 
island nation, have to build a Navy strong enough to 
protect our· national interests, and our economic and 
political survival. To me, it is clear that the striking 
force ships we build for such a Navy must have nuclear 
power. 

Yet, despite its demonstrated superiority, there is no 
firm long-range building program to convert our major 
combatanr forces to nuclear power. 

I suppose that, to some people, any rate of transition 
to nuclear power, or to any other new weapon, is 
unreasonable. But many have taken a stand against 
nuclear power for the Navy before they even investi­
gated it. Their tendency has been to fit facts into their 



preconceptions. They have failed to see that the essence 
of all progress is a shedding of preconceived ideas and 
accustomed ways of doing things. In the past, this 
failure has prolonged military ideas beyond their time. 

Changes in the Navy often come at a distressingly 
slow pace. It took two-thirds of a century for our Navy 
to change from sail to steam. In 1814, Robert Fulton 
designed and built for our Navy the world's first 
warship propelled by steam. It was named Demologos. 
Over the next 20 years the United States built some 
700 steam merchantmen while the U.S. Navy built 
only one steam vessel. 

It might interest you to know that in 1869, 55 years 
after the Demologos, the Navy Department issued a 
General Order requiring all warships to carry a full set 
of sails. The concern over cost was so great that specific 
instructions were issued as co when the steam engines 
could be run. The order warned naval commanders 
chat: "They muse not be surprised, if they fail co carry 
out the spirit of chis order, if the coal consumed is 
charged to their account." 

After conversion to steam had become a reality we 
went through another period when there was great 
reluctance to shift from coal to oil. Ac the beginning 
of the 20th century it was generally accepted that 
oil-fired warships offered substantial military advantages 
over coal-fired warships. But since they were more 
expensive, there was great resistance to building chem. 
It took Winston Churchill's command decision as First 
Sea Lord co give Britain's Royal Navy the position of 
world leadership in converting warships from coal to 
oil. As it lacer turned out, this was a significant factor 
in Britain's naval superioriry in World War I. Churchill 
said: 

"Shocked ac the expense, the Admiralty had reverted 
for two years co 27-knot coal-burning flotillas. It was 
too late to stop the last bevy of these inferior vessels, 
but I gave directions co design the new flotilla to 
realize 35 knots speed without giving up anything 
in gunpower, torpedoes or seaworthiness. Build slow 
destroyers? One might as well breed slow race 
horses!" 

When one talks about the delay by the Navy in 
going from sail ro coal, or from coal to oil, everyone 
today agrees chat those responsible were stupid not to 
make che change faster. As Goethe said: "It is the truth, 
but not for us." With hindsight they can easily see 
the traps their predecessors fell into, but they cannot 
recognize that a generation hence they themselves will 
be classed along with the ocher shorcsighted leaders 
who refused to go from sail to coal, and from coal 
co oil. 

Inertia seems co be endemic to naval development. 
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Curiously, the lethargy is most often felt by the nation 
which has the greatest navy. On 4 March 1858, the 
French, on one day, .laid the keels of three frigates. 
These ships were to have iron plates bolted to their 
sides co protect chem against shoe and shell-they 
would be far better than anything the more powerful 
British Navy possessed. In June of that year a high 
British naval official reluctantly admitted that his coun­
try had to accept the challenge. He said: 

"Although I have frequently stated it is not in 
the interest of Great Britain, possessing as she does 
so large a navy, to adopt any important change in 
the construction of ships of war which might have 
the effect of rendering necessary the introduction of 
a new class of very costly vessels until such a course 
is forced upon her by the adoption by foreign powers 
of formidable ships of a novel character requiring 
similar ships to cope with chem, yet it then becomes 
a matter not only of expediency but of absolute 
necessi ry." 

Half a century later, however, another responsible 
British official argued that his country was wrong to 
build the Dreadnought-the all big-gun battleship 
which made all other battleships obsolete. He said: 
Britain "ought never to lead in ship conscruccion, but 
always to follow with something better." 

For a leading navy such an attitude appears to have 
some merit. It coincides with all the natural inscinccs 
to preserve a familiar and comfortable way of life-a 
way which recalls hard-won victories of the past. Also, 
this attitude can be defended upon economic grounds 

because it keeps costs down by preserving existing 
ships, equipment, and naval skills. But development 
never ends. To believe that advances can be deferred 
and that a nation can make up lost ground can be 
fatal. Such a cast of thought is what Mahan. recognized 
when he wrote: "Finality never will be reached in 
anything ·save death .... " 

In each of the instances I have mentioned, change 
was demanded of an organization; change in leadership 
and in training. The fault was inertia-a comfortable 
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faith that lessons and ways of the past will hold in 
the trials of the future. In its broadest sense chis is 
an undemanding menral accicude which is opposed co 
change. le is a vesced inceresc. 

Those outside the professional ranks, such as the 
press, citizens, and Congress can recognize che danger 
of such blindness-if chey bur know che faces. 

You might properly ask why I, an engineer, am rhe 
spokesman for nuclear warships. The ans.Jer is char 
there are cwo roads which muse be traveled co accom­
plish change in our military: the road of action and 
che road of words. I would prefer co devote my energies 
entirely co engineering. Bue since no one in che Navy 
was devoting his effort co rhe words, I was forced co 
do boch. This was true in 1946; ic is still true today. 
Perhaps, by che nexc cenrury, che Navy itself will finally 
realize che importance of nuclear power, but chis is nor 
yet the case. le should have come in che 1950s. This 
is a sad commentary on the lack of foresightedness of 
all bur a few of our naval leaders over che past quarter 
century. 

I would like co suggest chat we must-from the 
standpoint of national safety-avoid proving again the 
old adage that, "history repeats itself." Congressional 
concern in this regard has been clearly indicated by a 
House Armed Services Subcommiccee on the Middle 
East. In its December 1973 report the Subcommiccee 
seated: 

"The Commiccee on Armed Services has in the past 
consistencly urged nuclear propulsion for naval ves­
sels because of its operational advantages- rhe virtu­
ally unlimited range such power gives a ship. Now 
nuclear propulsion has become a must because of 
logistic realities. In addition co the danger of a 
shortage of oil for ships, che rising cosc of oil, when 
available, has made scrap paper out of past compara­
tive cost estimates for nuclear and conventional 
power. 
"The wisdom of che commictee'.s past posmon has 
been borne out by rime, and che committee should 
question carefully the· construction of further oil­
powered ships where che technology exists co make 
them nuclear-powered." 

What muse be done? We need a permanent program 
to build nuclear-powered ships-a program char will · 
not be drastically changed every year or cwo as has 
happened in che past. Admiral Moorer, former Chair­
man of che Joint Chiefs of Staff, and for many ye:irs 
an eloquent proponent of nuclear power for our strik­
ing forces, agrees with me that we muse build these 
first line ships during peace. 

The excuse for nor building beccer ships is always 
thac they are "more expensive." But all weapons of 
war are expensive. Cheap weapons will nor win us a 
war. And if we cannot win a war, there is no sense 
in spending money on weapons at all. 

Rarely in naval history have the leaders looked far 
enough ahead. They generally build ships char chey 
consider co be adequate for che present. Thar is why, 
frequencly, naval leadership has been replaced when war 
broke our. 

We should be planning now for war that may erupt 
15 or more years from now. Therefore, it is time co 
establish a firm program for making all new major 
combatant ships for our striking forces nuclear­
powered. It is a maccer of national priority. 

Admiral Rickover graduared from the U.S. Naval Academy in 1922. He 

had consecutive duty on the USS La Vallette and the USS Nei•ada until 

April 1927. In December 1929, he received the degree of Master of Science 

in Electrical Engineering from Columbia University. Between 1930 and 1933 

he served on board the USS S-9 and USS S-48, becoming qualified ro 

command submarines in August 1931. From July 1933 until April 1935 

he was attached ro the Office of the Inspecror of Naval Material. Phila­

delphia. Service as Engineering Officer aboard the battleship New Me.-.;ico 
followed. In the fall of 193 7, he assumed command of the USS Finch on 

the Asiatic Station. Upon selection for Engineering Duty, he was transferred 

t<? the Navy Yard, Cavite, Philippine Islands, serving there until June 1939. 

In August 1939. he reported to BuShips. later serving as Head of the 

Electrical Section there. In 1945 he was assigned as Industrial Manager, 

Okinawa, with further duty as CO of the Naval Repair Base, Okinawa 

where he was in charge of building the base and facilities. Jn December 

1945, he reported as Inspecror General, Nineteenth Fleet, with headquarters 

at San Francisco, California, remaining there until May 1946 when he was 

assigned ro the Manhattan Project at Oak Ridge, Tennessee. From September 

·· 1947 ro February 1949, he had duty in connection with nuclear ship propul­

sion. at BuShips. He ne·xt reported for duty with the Division of Reacror 

Development of the A.E.C with additional duty at BuShips. Admiral 

Rickover is now the Direcror, Division of Naval Reactors, U.S. Atomic 

Energy Commission, and Deputy Commander for Nuclear Propulsion, Naval 

Sea Systems Command. 
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Delays in Tapping Energy Sources 

The public continues to enjoy adequate supplies of energy, but severe 
shortages lie ahead. Consumption of energy goes on unabated i.n spite 
of a recession, higher prices, and presidential appeals. But domestic 
reserves of hydrocarbons are being depleted rapidly and the stage is 
being set for empty gasoline pumps, cold homes, and large-scale un­
employment unless there is a drastic change in attitudes soon. A major 
factor is the long time span involved in creating new sources of energy. 

Thi.s country's experience with nuclear energy is an example of the 
time necessary to develop a major new source. The first reactor went 
critical in December 1942. In 1973, nuc!ea.r energy accounted for only 
1 percent of the nation's energy consumption. Ten years from now, 
nuclear energy will meet at most 7 percent of the nation's needs. More­
over, the energy will be made available as electricity and not in forms 
that will be in short supply. Prospects for quick, large-scale utilization 
of geothermal energy, fusion, and solar energy are even dimmer than 
those for nuclear energy. 

Thus, for. at least the next decade, energy horizons will be limited by 
oil, natural gas, and coal. But available domestic supplies of oil and gas 
are diminishing, at the rate of 4 to 6 percent per year for oil and about 
7 to 8 percent per year for natural gas,''' and barriers have been erected 
to obtaining more oil or gas and to the use of coal. 

Perhaps the most serious and certainly the least recognized problems 
lie in the supplies of uam@!..J2.s. It heats ~-~E~.£1.LQ.Lthe _E~~'s 
~_\:.S, is widely used as a feedstock for petrochemicals, including 
fertilizer, and is by far the largest source of energy for industry. The 
energy content of the natural gas used daily by industry is equivalent to 
that of about 5 million ba_m.:ls of oil. National policy accords priority 
to residential demand for natural gas, taking it away from industry. 
Already, shortages have cause_Q_Jg_yoffs"' During the period August 1974 
t~ugust 1975, industry will use 400 million additional barrels of oil 
because of gas curtailments. i' The rate of decay of supplies is such that 
by 1980, with a few exceptions, industry will be prevented from using 
natural gas. This would have enormous effects on the economy. 

In large measure, although not entirely, future natural gas supplies 
will be tied to those of petroleum. There are good reasons to believe that 
onshore and undiscovered gas reserves of the 48 contiguous states are 
comparatively small.:j: New supplies could come from the outer conti­
nental shelves and from Alaska. At best, 4 to 6 years will elapse before 
these can be made available. However, at the 'present pace of resolving 
environmental disputes, supplies will be much longer in arriving. 

An important aspect of the decaying position is that the kind of 
conservation·that was achieved in 1973 and 1974 would make only a 
small dent in the problem. Then the public cut its use of natural gas by 
6 to 8 percent, that is, 3 to 4 percent of total consumption. If the public 
spent many billions of dollars on storm windows and added insulation, l 

. year's decay in the supplies of natural gas might be compensated for. 
Conservation is not enoL1filL_IQ_D1ake_good __ thc_e_nt,:_rgy_Q~ficiL_due ~ 

decay of natural gas alone, a doubling of coal prod~_c:t_i9_n __ <i_LJ_ri~g __ t_he 
next 6 years would be re~ired. But to open a new underground mine 
requires about 5 years. The quickest path toward relief is expansion of -
surface mining of low-sulfur coal in the Rocky Mountain States. But 
with various delays connected with changeovers from gas or oil to coal 
and with environmental controversies, heaven only knows when this 
country will emerge from the years of travail and discontent that it is 
now entering.-PHILIP H. ADEL.SON 

* Oil and Ga.f Journal. 4 November 1974. 
19i4. . t R. Gillctlc, Science IRS. 127 (1974). 

t Oil and Gas Journal, 15 November 
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By Michael T. Malloy 

OIL PROFITS. They are big. They are 
._ controversial. Some even say they 

__ are "obscene." When the. new Con-
gress gets rolling, there will be' a burst of 
talk about windfall-profits taxes, new 
price ceilings, a Government-owned oil · 
·company, excess-profits taxes, and even 
nationalization. 

The charges and countercharges will 
be hard to follow because the actual size, 
origin, and disposition of the oil indus­
try's profits are clouded -by the very som­
plexity of the business that generates 
them. We will nevertheless -make a stab 
here at trying to answer these questions 
about "Big Oil's" big_ profits: 

Just ho\v big are they? Why are they 
less than they may seem? How much _ 
profit is in a barrel of oil? What do the 
companies do with all that money? What 
about those tax loopholes? What are 
some implications of public policy~pres­
ent and future? Why should you be 
skeptical of everything that's written in 
this story? 

How hi~ are those profits? 
~ . 

Plenty big. Enormous. Some 27 big 
American oil companies made almost $11 
billion in the first nine- months of last 
year. That's about one-fi~th of . all the 
profits made in that period -by all the 

. thousands of other corporations in the 
United States. -

'Most of that $11 billion went to just 
six mammoth companies. These giant 
multinational corporations-not the pro­
verbial Texas wildcatter ·with, a wide· 

_,. '"brimmed - hat --- and bvish 'spending hab-
its-make up Big Oil. These six com­

. panies absorbed perhaps 10 _Per cent of 
all profits earned last year m corporate 
America. 

Exxon is the biggest. It cleared $2.3 
billion·_ after taxes in the first nine 
months of 1974. That's five times as much 
as was earned by General Motors in that 
period, six times as much as Du Po:it. 
From the heights of Exxon, an executive 
looked down last month and referred to 
"these minimajors ... your Standards of 

1 

Indiana and Shells and so forth." Yet 

:1 
:i ,, 

- .. ,1.: 
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Shell made more money than U.S. Steel 
iri the last reported financial quarter, and 
Standard of Indiana boasts that it is the 
12th largest . industrial company in the 
United States. -

Giant investments are supposed -
to yield giant returns. But oil-indus-

- try critics are especially upset at 
the speed with which oil profits are · ii 
becoming even more gigantic. Prof - · ~ 
jts of 27 major companies followed ~t.::{ 
by'the Oil & Gas Journal were up - ~,;~ 
98.5 per cent in the first nine 
months of 1974, compared to the 
like period of 1973. For five of the Big 
Six companies, profits in those nine 
months were higher than in all of the 
previous year. For some middle-sized com­
panies - ARCO, Conoco, Sun, Phillips, 
Getty, Occidental, and others - profits 
were coming in at a rate more than 100 
per cent ahead of 1973. 

And this was the second year of ex­
plosive growth. Compare the first nine 
months of 1974 with the like period of 
1972, and you get Exxon up 120 per 
cent, second-ranking Texaco up 130, 
third-ranking Mobil up 120, and so on 
down the line. It iLthis....galloping_pW.:_ 

.J1fil:iJy, when_l119£eyery_cme.,_fil$_§L. is_Jegl: -­
ing a1u~.conomic pinch, that, makes critics---\/_ 
stic"I[is Washington state's Democratic 7\ 
Sen. HeiiryJacRSoricall oil proIITS"ob--=-
~cene:-7'_ -----,. 

- Or worse. Critics are suspicfous of the 
~il _ co1~p_~Qk~,."V;e1Tit!:-·of _JQ1JJL.\'e.glt.!I~S 
ai1clsubsidiaries and are baffled at the 

1 w_~i -~6!1Jor?J~~~~.§.<?9k~_g?P.fog ____ r)iactfces 
vary f~~El ~Q_l~l)J!:J_t9 __ 5Qu_q!r~- so these 

I Ciifi~_f_ often conCiude that profffs-"ilre· 
h}£li~~--b}ifl1iUd_g_n:-- -·------ ------- -- -----

"You don't know how much the real 
assets are. You do'n't know how big the 
profits are .... You do know there have 
been efforts this year to hide reported 
profits," says Sheldon Bierman a former 
Securities and Exchange Com~ission at­
tor~ey who spent most of last year 
trymg to unsnarl the oil-profits pic-
ture for the Cornell (University) 
Energy Indl!-stry Study in Washing- 4f 

I_ ton, D.C. "Profits on joint ventures 
Please Turn to Page 14, Column 

1 
' 

,-
---------·-·--



Contiuued From Page· One 

if they're less than 50 per cent owned, 
may never appear on the [parent _c_o_r:i~ 
pany's] bOOks uritil they are p<J::;::;eu 
along as dividends. Income on tankers.i·· 
doesn't show up in the annual rep?rt 
until it comes home. You can hid~ 
profits in oil better than in other busi-

1
.i 

nesses." ~ 

WHy these profits may n~t 
he as hiO' as they seem 

' " "We aren't hiding. anything," ob-

Profit Jump 

Most studies ·show that the oil in­
dustry in the decade before 1973 earned , · 
an average of 11 or 12 per cent on the 
money invested in it. This was about 
the same percentage, or a little Jess, as 
earned by business in general. The big 
profit jump of 1973 boosted this return 
to about 15 per cent,· but business gen-, 
erally enjoyed the same ·Upsurge. It ls 
only in the last year or so, with oil's 
return touching 20 per cent on the aver-· 
age and more than . 30 per cent for 
some companies, that the oil bu·siness " 
has become so much more profitable ; 
than other industries. · ' 

jects Archie Monroe, Exxon's. ~ontrol­
ler. A lot of oil-compan_Y cnt1c~ got 
started by protesting the industry s tax 
breaks, . and Monroe says the~ ~a·ye 
confused what's not on companies m· And those profits are rather slip-
come-tax returns with what's· made pery. A chunk of 1973's gains came be- 1 
public in their annual reports. It's true cause the· U.S. dollar was devalued. i 
that corpprations don't have. to pay That meant income earned in marks or ; 
taxes on· the earnings me:i:t1oned by yen or whatever showed up on the mul-
Bierman until the money is brought tinationals' books as hi.gher dollar prof-

. back to the United states. But Monroe its even though it might not be worth a ~ 
says the income from Exxon'~ tanker pfennig more in the country of origin. 
fleet· is nevertheless lumped mto t~e A bigger chunk of income consisted of 
total profits shown on the compa!IY s "inventory profits." Amid the soaring· 
annual report as are most earnings prices of the last two years, oil that 
from Exxon's share o.f partly owned was worth, let's say, $4 when it went in • 
subsidiaries. In fact, 01~ men s~y th.at the company storage tank might be 
officially reported profits aren .t mis- , sold for $6 when it came out again .. 

h ther way around 1 That dipping into inventory brough~ a 
leadingly low but t e 0 

. · real profit, but no joy when the com-
For the stockhorne:s who own ~he . pany then had to pay a Midd.le E'lst 

oil, companies, the impo.rtan~ thmg . nation <1:3 a barrel to fill the tank again. 
about profit is the return it brings on ;:r· ~ ~ 
their investment. From that point of Indeed. oil men. are fond of insisting, 
view the recent upsurge only makes t~at long-run profit levels may !lot be 

· f' · hat the rest of us remember.K high enough yet to attract the mvest­
~~ t~~ ~od old days of cheap oil. oil:.' ment they will need to mee~ th.e energy 

· d"d 't ven keep up with infla- 11 demands of the 1980s. This is partly 
r.nce~ 1

· n de~ade or so and the in-;\ because such .huge sums will be re­
_iontr ~rs ~ate-of-return lagged. a little ' ~ll~.~~_::mt partly for other reasons too. 

aus Y · neral A ----· ___, behind ·that of business m ge ·. . · 
study by the Federal Ener~y Admm· 
istration (FEAl shows that 011-company 
stockholders would have been better off 
in soap making, publishing, or a host 
of other businesses.· 

•' 

Money Tied Up 
. Monroe, !or instance, says industry 

expansion into hard-to-develop areas 
like the ocean and the Arctic means 
the companies' money must be tied up 
much longer before it generates any 
return at all. It will be nine years from 
the time the project started, he says, 
before· Exxon ·gets anything out of its 
oil development in California's Santa 
Barbara Channel. It will be 1977 before 
the industry gets a drop of oil from the 
billions of dollars it has invested in 
Alaska's North Slope. 

And the risks may be higher. too, now 
that rising oil prices have made the oil 
companies so unpopular. The produc~ 
ing countries are nationalizing the 
oil fields, the consuming countries have 
price controls, and the U.S. Federal 
Trade Commission has sued to break 
the companies up. Investors don't put 
money in a riskier-than-average ven­
ture unless they can get a higher-than-

. average return. Monroe thinks 16 to 18 
per cent would be all right .. 

Inves.tors are the ultimate judges of 
whether profits are too high or too low 
because they put up the money and 
tak,e the risks. Lately their judgment 
has been that they are on the low side. 
As_J?,i[__Q!J ·~- m:Q!~ t~::.h..ax~_Epa~~q. ~-tn~ 
P.fices of its companies·; stocks have' 
~·l!!!Dme!eff, -50ffiehmes--f01ractfons--of 
their former values. It's true that most 
other industries' stocks have gone down 
too, but Exxon, Texaco, and Mobil, the 
three b~gest members of Big Oil, all 
fell a little faster last year than the 
Dow Jones industrial average. 

Where do profits. come from? · 
In setting Government policy, this 

may be more important than the sheer 
size of the companies' profits. The cor­
porate members of Big Oil dig coal, 
mine uranium, sell real ·estate, sail 
ships, sell tires, own department stores, 
manufacture chemicals, and fifth-rank­
ing Gulf inquired last year about buy­
ing a circus. If the companies make a 
killing in chemicals, that hardly justi­
fies an excess-profits tax on oil. If they 
lqse their shirts overseas, that doesn't 
excuse rip-off prices in America. If the 
profits come from refining and retail­
ing, it would be pointless to .try to re­
strict them by tinkering with the price 
of crude oil. 

Big Oil is not very helpful about this. 
The companies' public reports don't 
break down their incomes into seg­
ments !Ike refining, marketing, and so 
forth. Man?' things, like that tanker in-
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As you might expect, Big Oil made 
its biggest 19i3 profits overseas. The 30 

·· companies that Chase Manhattan regu­
lariy analyzes had made 53 per cent of 
their disappointing 1972 profits in the 
United States; they made only 37 per 
cent of their big 1973 profits here. Indi~ 
vidual companies showed the same pat-

. · ' tern. Exxon says its 1973 earnings from 
come, are just lumped mysteriously to- . oil and gas rose 16 per cent in the 
gether. But here are some broad out- . TJnited states, 48 per cent in the rest of 
lines that are widely agreed upon. the western Hemisphere, and 83 _per 

Until 1973, the growing flood of very cent in the· rem.ainder of the world.· 
cheap Middle ·Eastern oil kept prices . . 11 f" . Is p ofitable 

1 relatively low for oil and gasoline. l .ne mmg r . 
These prices were further held ·in . . Another . rough index c~n be made 

' check, at home, by Government price, oy .comp~nng profits of mte~nat10nal 
controls that were imposed in 1971, and, ma1ors with ~hose of ?ompames. more 

I checked abroad by American import . c.onc~ntrated m the United States. Mul­
quotas that limited the market where . tmat1onals Exxon and Texaco were up 
Mideast oil could be sold. By 1972 the \ . 5.9.5 per cent an~ 45.3 per cent respec­

, oii industry's rate of return had fallen t1vely. Comparative stay-at-ho:nes Shell 
1 to its lowest level in more than a dee- . and Standard of Indiana . gamed OJ?lY 

ade. The number of drilling rLgs at 28.1 and. 36.3 pe! cent C?ll compa!11es 
work In the United States had fallen to ma~e quite a point of t.ellmg American 
less than .half of what it was in the late audiences that the pro.fits came largely 
1950s as operators despaired of making from overseas operat10ns. 
money on the oil they might-find. There was also a change in the prof-

. itability of the different processes that 
Everything Changed . . oil goes through between the well and 

. But 1973 changed everything. A your gas tank. Traditional wisdom sug-
world-wide boom had already set de- \ gests that _companies make most of 

· mand soaring for oil, and New Year's their money by producing crude oil:-
Day marked the take-over by several \which is where the tax breaks are­
Arab countries Of a One-fourth interest and less by refining and marketing it. 
in their oil production, the first step in . pemand for the refined "product,'.'. in 
a process demonstrating that the oil fiact, was long so soggy that an en.tire 
producers had gained the whip hand /industry of "independent" gas stat10ns 
over the buyers. Then dwindling U.S. · grew up to sell the surplus gasoline the 
production forced the United States in. big companies couldn't unload. !3ut 
the spring to abandon its oil-import 1973 tightened demand f?r gasoline, 
quotas, adding another batch of po- sent product prices- soaring, pushed 
tential customers to those already the independents to the wall, and made 
scrambling for Middle East production. refining profitable indeed. 
And finally the Arabs halted oil ship- The majors can't or. won't break 
ments during the Arab-Israeli war. down their profits on a process-by-pro-

The result was a price panic as com- cess basis. but you can get an idea by 
panies and nations scrambled for oil looking at two big refiners with only 
and tankers to haul it in. Prices soared negligible crude-oil production. Profits 
to undreamed-of levels, especially in of Clark Oil & Refining rose 266 per 
Europe, where almost all oil must be cent in 1973; those of Commonwealth 
imported. The Chase Manhattan Bank's Oil Refining rose about 1,000 per cent. 
figures for wholesale prices, based on But 1974 changed everything again. 
bargeloatjs of oil. !n Rotterdam, rose The Persian Gulf states, for one thing, 
during the year to about 48 cents from began to alter the complex pricing sys-
12 cents for gasoline, to 58 cents from tern there in a way that shifts the prof-

. 12 cents for heating oil, and to 46 cents it on their oil from the companies' 
·from 8 cents for boiler fuel. on top of pockets to their own. The world-wide 
this lay the U.S. dollar devaluation boom turned into a world-wide bust 
and a convoluted price structure that with demand falling so much that sur-

. tended to increase oil-company profits pluses have begun to appear. Those 
every time the oil-producing nations' Rotterdam wholesale prices plunged 

· raised their orices. from the 40-cent and 50-cent level last 
winter .to barely half as much last Sep-
tember. · 

.. 

In the United States, however, price 
controls had been lifted in late 1973 on 
"new" domestic crude oil-that from 
sources developed since May 1972_;._and 
its average price has shot up' since 
then. to almost $11 a barrel. The price 
ceiling ori "old" oil' increased during 
Hl73 to $5.25 a barrel from less than $4 
a barrel. These events took place too 
late to have much effect in 1973, but 
made 1974 a bonanza year for U.S. oil. 

Earnings Not So High Abroad 
Exxon made almost as much profit 

in the first three quarters of last year 
as in all of 1973. Its president reported 
in· December t.h.at earnings had grown 
"more so in the U.S. than abroad." 
The 27 companies followed by OU & 
Gas Journal also made more money 
in those nine months than in all of 
1973. The European multinational, the 
Royal Dutch/Shell Group, said· "oil. 
business outside North America gives 
cause for serious concern," but Ameri­
can subsidiaries helped keep over-all 
earnings high. 

compare the multinationals and 
stay-at-homes again, and for the first 
nine months of last year, you'll find 
Exxon's and Texaco's profits up 38 
and 70 per·· cent respectively, Indiana 
,Standard's and Shell's up 104 and 82 
per cent. There is much less talk now 
about inventory profits and the like. 
Exxon's president said the bi.g jump in 
U.S. oil and gas earnings was "due 
mainly to higher prices for domestic 
crude." 

The. big jump ln refinery profits 
also seemed to ·reverse itself .. 1D.f! 
mal!Y_lfil3-:3..illlQ.llnc~ment§_.Q!:.,.AO.Qn:to­
be:built re.fineries were_r.eplacecLJate 

· last iearbv annou_ncen1~.tUQ~_t_~any 
- .QL.them_won'.t .. .be._built_aftcr .. all. Re­

finers began to pay much higher crude 
.prices after controls on "new" oil were 

· lifted, but they remain under price 
controls themselves. Buyer resistance 
made it impossible' to raise "product" 
prices anyway . 

The industry is said to have 
"banked," or held back until a future 
date, between $1 billion and $2 billion 
in price_ rises that are legal under 
price controls but above what the mar. 
ket will pay. All 25 other companies 
followed by the . Oil & Gas Journal 

.. through the first nine months of 1974 
had rising profits. except refiners 
Commonwealth and Clark. For the 
last reported quarter, they both had 
losses running into the millions . 

'.;. . 
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Okay; so profits now seem to be 
coming most heavily from production 
of crude oil in the United States for 
use· by Americans. Are Americans be­
ing overcharged? How. much profit is · How much profit in a barrel? New Oil and Old Oil 

The harder you look the more elu- You can also look at. this and con-
sive, it gets. Price doesn't tell you . elude that the companies are making 
much. some cheap-to-produce "old." enormous profits on all the similarly 
oil is very profitable at a price-con~ · situated oil leases they have accumu-

. trolled $5.25. uncontrolled oil from de- lated in the past. If today's prices· 
clining "stripper wells" or disappoint- ' make it possible to give up 82 per 
Jng new fields can lose money at : cent of the oil and stil! make a reason­
a "new" oil price of almost ·$11 a bar- able profit, what kind of return must 
rel. Yet this confusing area is where , these companies now make on older 

. much of the controversy lies. Some ' leases ,where the royalty may be only 
critics want to roll oil prices back to about 17 per cent, and the cash bonus 
a price per barrel that will yield a was· keyed to a· market price of less 
"reasonable" profit. .Others want a than $4 a barrel? It would seem that { 
windfall-profits tax t-0 ·be levied on · profit makes up most of the price of i 
each barrel of oil that sells for more , some new oil and even some old oil. 
tr.an· .a "reasonably profitable" price. : . Both of these ways of looking at 

There are different ways of looking . ! it are probably correct. There is cer­
at that profit. Let's take an unusual . tainly a "windfall" to be earned now 

' al'ld revealing aucticn that . was held : from oil that would have been profit­
;· by the Government in October. Instea~ : able when the price was only $3.80 

of asking companies to offer compet1- a barrel. Former Treasury Secretary 
, tive cash bonuses for the right to drill George Slrnltz calculated last year that 
' for oil the Government had the com- this additional profit would be $1.7 

. panies' compete over the 'size of th.e ' billion for the industry if prices aver­
royalties they would pay for the oil i aged $6.50 per barrel. ior domestic oil 
they might find on 10 tracts of.sea ~t- in 1974, and $5.6 billion if they aver-
tom off Louisiana. The winning bids aged $10. The average now is about 
promised royalties to the Treasury of $7 for new and old oil combined. But 
as much as 82 per cent of the. oil. · there is a constant erosion of that wind-

You can look at this and say the fall as companies invest money in oil 
companies are running on a paper-thin that would have brought no profit at 
profit margin. To give up 82 per cent au under the old prices. 
of 1the oil at the present price of almost so profit per 'barrel is a kind of. 
$11 leaves less than $2 a barrel for off~ moving target, and the size of any 
shore drilling, laying pipeline to the windfall will depend as much as any-

~~'~ij~~j;~]'.~~1-~~!~fjj~~~~~f'~~~~!. well, making up for the risks of not : 1 finding anything, and paying interest 
[J while all this money is tied up. Only a 
1j fraction of $2 would be left for taxes 

there in the average barrel of Ameri­
can crude? Inquiries to a variety of 

! oil companies, several officials of the 
: Federal Energy Administration, and · 

some trade associations, don't turn up 
such a figure. Archie Monroe says he 
knows how much it is for Exxon, but 

, he won •t· tell. It's "a little more " he 
··says, than his company's world-wide 
. average profit of 92 cents a barrel. 

· and a profit. 

'· ___ I... 
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3onanza 
/ ... · 

Ah.ing upon the speed with which in" 
. ' vestment is diverted into producing 

high-cost oil. This is why Shultz's pro­
posed windfall.tax (still languidly sup­
ported by the Administration) at first 
would have siphoned $3.65 out of each 
barrel of $10 oil, and gradually re­
duced this tax over three years to only 
$1.53 a barrel. 

Where is the money going? 
- To hear them tell it, the oil com" 
pan1esarepouring -e-verything tne.tve 
gml'ITTlJCfrlllmg fi5fOITTo-·make us in­
]!epF~Wt oCA:rao_Jl_ijpPJieS:-Ana tney 
cer ain y have put a Jot of money into 
that kind of thing. But there is a se­
vere s_hortage of drilling~~. drilling 

· P.!P~ and .Qth~r-..ertl.!illment that-went 
into relative disuse when the, business 
was in the doldrums. So the companies 
can't put all their currenT~itsinfo 
·~encan 01ieX]l0rati0neygn!rtr~ 
want to. · 
-,,-rilling for oil has increased at a 
record pace, but it is still up less than 
25 per cent over last year, if you mea-

- sure by the number of drilling rigs in 
use. This pace· will pick up, however, 
because the companies are willing to 
pay as much as two or three times last 
year's prices for some oil-field equiP-: 
ment. Production of heavy· drilling rigs 
is expected by the Commerce Depart­
ment to reach 104 this year; only 54 
were produced in 1973. The oil com­
panies are bidding feverishly for land 

~ 
use .them on. October's offshore 

uction brought in $1.4 billion in con. 
entional bonus payments for Govern-

9nent oil leases. Three previous auc­
t/ ions brought in more than $5 billion. _ 
1 .But the companies are also spend­
! Ing their big new profits in other ways. 
· Some have gone shopping for coal 
·mines. The sixth largest oil company, 

' \ 
\ 

Oil workers' union 
wants a piece qf 

theproli?j ., 

'I 

i 
I 
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up the 11th lar e na, is ~rying to buy 
Standard of India . . . l 
leum. It cost Jo~.t, Occ1den_ta1 Petro- ,' 
le~h~---- 11 the equivalent of 
Septeml)Prt11:!.~.~!1l.!10]0fifstms · , 
'h.. -- OU uuy <.:o.ntrol oC'M·-·---- I ._,1iviontgomery--ward __ __ arcor , 
Corp. of Ame:rrcar-E a11ct:....;:£0,ntainer 

· mosCaoubled-·t·-·· . xxon m 1973 al­
securities to $31 ls b~~~rd of cash and 
than the gover~men:on. That's more 
Austria have in th . s of Sweden or 

T · . eir reserves 
he companie a . · . 

. !ot of their profit sov~: also investing a 
_it has increased the seas. Exxol}__§..<=!_Y~ 
rn1s country biit1t-W0B0rfi.QQ~ent in 

-~foi.---~11lluuttJ.rrg:_ nwre 
-~~~~¥-k~n_y~tits 
gerrei:~es. This seems 
investment in "the t rear's Petroleum 
timated by the Co mted States is es- :' 
at $7.8 billion A. mmerce Department : 
Department st.Udy ~~f-araie Comm~rce ·'. 
companies' petrole ima e~ American 
overseas at $8 6 bill~m investments 
$10.4 billion in .1975. ion last year and 

'Arab Blackmail' 

"Ara~r ~1la~~~t:lik,,abXut t1:eedom from 
vestment in the Middl merica;i ol! in­
ed to hit $1 8 bill" e ~ast is expect­
the 1973 am~unt ~~n t~is Yea~-, twice 
essarily nefariou· bere s_ f'.Othing nec­
c.::_eased oil Prod us t~ out this. -O~ in-

-- aown=:anarna-y15~~~ ~aE- b_91d -~es 
1J:11-carteT-=:nrcr--rr-~1LYk__tore1gn 
Wnere-you ~-o·vo11.-t~n only be produced 
-~.!...! exists. ----

. Production eosts-·c-a-
1caI. Monroe say th n be astronom- ,­
used to be tha . s e rule of thumb , 
investment to ;r~d took $700 to $1,000 of ; 
of additional oil T~c~ one barrel a day 1 

opment was m~ a was When devel­
around the edo-es s~~\ on sol_id ground, , 
he says "' nown fields Now 
Will cos't ~~~~~~~~~t in ~he North sea 
Produce a daily b~r~ of inve_stment to 
have .reckoned $2 ooo _el. of oil. Others 
daily barrel .fo . m investment per , 
Shelf, $20,000 f~r th~ ?ut~r Continental ! 

- .. • : r - s a e Oil. ' I 

,, ,. 
:' 

.. 

/.\~ -«.. the oil-producing ~!ions l~wer~d ·their 
./. i;mces;-trwoutama'Ke ffial u:s. Invest-

. All of which brings us back agail ·ment-worthless. -
to the J?rice and profit i!1 a barrel _of ~il. "-- one thing the co~pan~es ar~ ~otV 
How h1g,h must the pr~_Q_e ~o l~tlf~ . doing with their profits is lavishing,; 
a'tr:tniS mve~~The FEA s R.~QJ~ them on their stockholders. While. their 
~~q~pendenc~" _stu~y sug,g-~~~~~!!!.?t profits more than doubled from 1972 
$JJ. a barrel ang__~e nghLG?verl}me!!! through 1974, the three biggest compa-
P.!.Q_gI_a~~. could_ make the U1!_1ted States , nies raised their dividends by_ less than 

\~f-su1f1c1entlrro11oy _ _l985 . . Ex~gp \ 30 per cent. Executives did better. !ig-
\ quesfi<Jns whetrief\ve coulc(_b_e self-su~- · ures collected by the Oil, Chemical, 
\ JJ_c1eii[ilt any I':n.ce. A 1972 study now and Atomic workers union show c_hief 
i haunting the ml-industry trade group executives of 28 big companies received 
i that made it suggests that Ainerican I average raises in 1973 alone of 32 per 
i oil production could be increased sig- : cent, to $269, 750 from $223, 178. Exxon's 
'nificantlz~~prices__Q_G_ess ~~~ i top 62 executives made $7.8 million in 
, barr!L.JPres1denTFred trartley of the : salary and bonuses that year, includ-
1Jn1on Oil Co. said early last year that ing $596,666 to chairman J. K. Jamie-
$5.25 for old oil and $7.90 for new oil son. 
~Id be sufficient.. ~_,... What about those ta.Xes? 

Windfall Profit · The notorious tax benefits that the 
; . Again, there are different ways -of oil companies enjoy, and which tile 
i looking at this. No matter what ·the newly elected Congress is likely to 
! price-$7 or $9 or $11 a barrel-it will stamp out, do not have much effect on 
! mean at least a temporary windfall Ieng-term profits. Investment in higher-

1, profit on oil that costs much less to cost oil tends to rise U!ltil the profit 
i produce. Ralph Nader's FEA watch- left after taxes is about the same as if 
: dog, Gary DeLoss,. calculates that some there were no tax breaks at all. 
· higher priced oil may cost $280 a barrel, According to Thomas Field of Taxa-
il you reckon what the consumer must tion with Representation, a citizen's 
pay for all 'the other barrels_ of oil lobby that has criticized the tax breaks, 
whose price must rise to make this new the main result of these breaks is to 

· oil -profitable .. There is also a ques- increase the money the oil companies 
,tion whether any price can make self- are willing to pay landowners for drill-
sufficiency safe or profitable for the ing rights and to reduce the price at 
multinational· oil companies. H expen- which they sell gasoline and other prod-
~ive investinen.Lm_g_9g.Jh~UI!1it'eCI-Srates ucts. Lately the biggest beneficiaries 
indeQendent of high-priced Arab oil,. the of this have been the governments that 
ffiuftinationals thaTprodi:ieeil for 1ne!ih. own the offshore and Alaskan oil fields. 

'
WoUidnaveieWerp1acesfo sell itQ!./ The main Objections Of informed crit­

~A ics to these tax breaks is that they i . - . ' :J1' subsidize oil consumers at the expense 
of taxpayers in general, and that they 
attract investment into the oil business 
at the expense of industries that have, 
to pay a fuller tax load. 

·r 
t 



' '; 

i J._ome policy implications 
' ~ Price controls keep the price ~~ 
: . oil down in the United States b\JChT~e 
tneerrmoJsti0sfcn~1n~1ae~§t 
oTlproctucers ~~JTIE.@!g_~re d~­
~ndent ori tneir.J;_artel. "We buy [their · 
oill aT$12, mix it with price c~ntrolled 
oil, and sell it for $9," complams G~r­
ard Brannon, professor or, economics 
at Georgetown University and support-·· 
er of a windfall, tax. controls also en-

, courage waste, he says. "-g ___ µuY 
: .Jil:i.'leS_l:l-@_Lg!:Jzzler ~g~ts tw1~e_as 
· much benefit from P .. !:.1.£Lli:m~l§_~~­

guywhod.r1Vesan economy_ gar." 

.,...._(2; A windfail:"Qrofi!§ .t~x ~vied on 
high-priced--oinv~1.1_l~1!!1!~n~ve~ent 
fii.nlgh~~osC®i!I:~~s such_~~_@ ___ snaJe. 
If such-. a t~}{ emerges from congress 
this year, it is likely therefore. t~ have 
a "plow b?_c_!C,_prpyjsiQJ1 rem1t~mg to 
the . companies the tax from mcome 
that is plowed back into new oil de­
velopment. some observers condude 
this will ; guarantee the big oil com­
panies a monopoly of shale and other 

sources in the United States. A self-su!­
ffCientAmericawcillru-dimiriISn---the.. 

worlci-marketforlVffdeast-oil;-andvery 
Pos-smiy puSh-down -·rfSp1·TcerfomTts 
.. currenrre·ver:-Th--etrs-orffe::SCiiemeof 
·con-sumerortaxpayer subsidy: would 
Oenee-dea-to prevent _Jl1~ _cQilapse __ Of a 'l 
"§tlf:sn:rrrcr@t.:___;l[meric_a~ industry .j 
producing oil for $'7. .. 6r more. It'if uncer- l 
tirnrw?retherfaxpayers ··would be will- ~ 
ing to heavily subsidize the unpopular ~1 

1 oil business, or if consumers would be '~ 
\ willing to -pay $10 a barrel if the Arabs 
; are willin_g to sell oil for $5. 

I · ""' All the talk_of_ taxing away the 

I 
oil companies· "windfall" or_ eliminat­
ing it with price CO?ltrols assumes a 

i principle thaJ; is new. to our economic 
. system-that good luck belongs only to 
the Government. If Government ls to 
take away the earnings of exceptionally 
good years in the oil business, equity 
would seem to require that other indus­
tries and individuals be penalized for 
unusual good fortune. ) 

exotic fuel sources to add to their g!ow­
ing control of coal, gas, and .uran:m_m. 

. Potential competitors from the mmmg 
. industry could not compete with oil 
·companies using plow-back dollars that, Is skepticism still in orde~? · 

in effect, cost nothing because they Don't take .any ·or this too seriously. 
would otherwise, be taxed away. "Any time you add up two companies' . 

,,.. oi1 compani.es bid higher for 
1 

results, you've told a lie," says Sheldon 
equipment and drilling rights "Yhen th~Y-' Bierman, explaining how companies 
see or expect a rise in the price of 011. : keep their books in different ways. 
"If you expect a price of $10 per barrel, ~ Take LIFO and FIFO, accountants' 
you're willing to pay up to $8 a barrelj terms for two ways to keep track of 
to acquire the land," says Arion TUs-: inventories. During an inflationary pe­
sing, economist for the senate. Interior! . riod like ours, FIFO tends to exag­
Committee. So price-control advocates\ gerate the profits that appear on a 
say industry predictions of higher costs. company's books. A switch to LIFO 
may be self-fulfilling prophecies unless\ can reduce them. Texaco switched from 
prices are held down. "If the industry~.' high-profit FIFO to low-profit LIFO on 
expects the price of oil ~o be $10," , Jan. 1: Monroe _says Exxon _has used 

: Tussing says, '"then you'll fmd the costs . LIFO m the U!11ted States since 1940, 
will rise to almost $10." · · but adopted it m the Netherlands only 

f.) · . d t or' A a_b last year. "It's changing all the time," 
~- B~commg indepen en ____ _!"_ · he says. 

supplies may require more than spe~~ 
mgnu_gesun'iS-YooeVelOJ?. ~ner~y 
...._-------~·, 

. nAd·b • : . Iv;-:..,:' . 
~.!~+-//")'1 ~~l 
... •' ·_,.' .· ;-·-·,, ,,. .. 

Expense or Investment 
Take "successful efforts" and "full 

~ost." _These. are two different ways 
ln Which extractive industries account 
for the exploration expenses that can 
make up 30 or 40 per cent of the cost 
of producin~ a barrel of oil. One way 
makes profits appear lower but the 
long-range rate of return seem larger. 
The other way produces opposite re­
sults. Most big American oil compa­
~ies use "successful method" account­
mg anct this, say their accountants 
makes .the industry's rate of return 
~eem hl~her than it really ls. "The 
investor is not to compare the relative 
success of an oil' company [by] looking 
at the financial statements alone " con­
cludes a partner in the accounti~g firm 
that handles Exxon. · 

~ake "transfer prices." A lot of oil 
busmess consists of Exxon selling to 
-~xxon anq Gulf selling to Gulf. There 
is a lot of suspicion that profits are 
crea~ed and hidden away by having 
the right hand charge unrealistic prices 
to ~he left. The FEA has been investi­
gatmg transfer prices, it has rewritten 
the reporting rules, and it is working 
up a ne_w generation .of forms for the 
companies to _fill out quarterly in re­
portmg · the prices 'they charge them­
selves. "There probably are a few 
cases. of ~ignificant abuse,. but. my im­
press1~n 1~ that it's not on a large 
scale, says an FEA official who is 
working on this. "In a couple months 
you'll have a much fuller story." 

. -But by ther1 oil-company profits 
may have turned around. We've al· 
!eady noted declining wholesale prices 
m ~urope, "banked" price rises in the 
Uz:i1ted States, profit pinching by the 
M1~dle -East nations, and the hOstile 
att1t_ude of the · incoming Congress. 
C)Jairm_q_n_ Jamieson of Exxon last 
month said"""tilafretinlii-g--fanker traf-
fic anO-Wor-::-:1-·---- '-- · ·--· --~------·~ __ Jd:.w_g~ __ product1on were 
all !:.~_'!ning__ ci_t_Iess _th~n __ capa-cit)r" ·arid 
t~a:t __ a:-ctr.QrL!Y,g~ __ IlJ\~Iy __ in the indu_slry'.s 

. h1st~~_e,:rowth rate~~__Jhe_pl'_oflts_!l}_?Y 
·!JOlong~i:__lo.ok . ..so.....htgh_w.hen_congress 
~ets around to dealing with_~J:i~m. 
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Modern Realities in ~Iaval 
and Foreign Affairs 

By Captain Howard C. Bucknell, III, U.S. Navy (Retired) 

The traditional interdependence of the military 
and the State Department-as u·as smilingly 
reflected in the faces of Robert J\fci\'amara and 
Dean Rusk in a 1962 meeting of the Senate 
Foreign Relations and Armed Services Commit­
tees-has become increasing~}' subject to bar­
riers which threaten the z·ital rapport between 
soldier and statesman and lead. predictably, to 
militarily unsupportable commitments. 

In an earlier and more simple d:ly, Pennsylvania and 
Consrirucion Avenue were nor very far aparr. It was 
possible for a Foreign Service officer to stroll down 
Sevenreenth Street and, in the course of an ::ifcernoon, 
to arrange with a naval officer for the loan of some 
Fleer bro:ldcast time, some communications ratings, a 
few meager pieces of equipment-and practical!~· in rhe 
rime required for the celling-thus to initiate through 
command interest and personal relations a daily r:idio 
information service to our embassies and lcg:irions 
abroad. , 

For one reason and another, '>vhile global distances 
have been fortshorrencd b~· rhe technology of our 
rimes, \Vashington distances have nor been similarlv 
affected. It is no mean scroll, after all, from rhe ne\v 
State Deparrmenr Building ro rhe Penragon and rhc 
effort alone would probabl~· not suffice to establish 
productive relations; for there are greater barriers in 
existence today to the meaningful exchange benveen 
"Stare" and "Navy" than mere distance. 

All of this is something of a pity becrnse, at this 
rime more so rh:in ever before in our cenrury. we m:n· 
discern rhe need for the closest sort of liaison. under­
standing, ·and ·mutual supporr, between these two 
branches of our government. 

The Navy finds itself in a dilemma of historic impli­
cations. It has arrived at a complicated sorr of cross­
roads. Pracrically speaking, its size, char is to sa~· its 
number of ships, and irs very' narure, are being re­
decided. The ,·asr bulk of the ships in service in 1966, 
with the exception of the Polaris Heer. were obsoles­
cent. The v:irious artifices of renovation :md moJern­
ization had alreadv about run their course. But the 

. . 
answers to the inexorable questions of replacemcnr o·n 
a very large scale or progesssive abandonment wne 
deferred in the face of Vietnamese war requirements. 
Even in 1966, rcpbcuncnc in. kind was nor ptrcti\'cd 
as a simple alrern:itive ro :1banJonmcnt. There was then. 
and there is even more cogently tolfa~·. rhe verv m-



34 U.S. Naval Institute Proceedings, December :1972 

volved marrers of funcrion:i.I w:i.rship rypes co choose, 

a wide variery of mutually exclusive equipments and 
weapons to consider and, of grearesr imporrance, the 
decision as co nuclear propulsion or no. All of these 
questions are oper:i.ti\'e :i.g:i.insr a backdrop of grcar 
change in our inremarional and domestic siru:nions. 
The Navy, in common with her sister services and rhe 
Foreign Service, has been drastically affected by rhe 
proportionate share of the budger now available for 
other than incemally orienred affairs. 

A specialized aspect of rhe Na,fs problem, addi­
tionally, derives from having been forced since \Vorld 
\\iar ii co specialize ro an extraordinary degree in ics 
officer corps because of far-reaching cechnological 
changes. le has been urged, \virhin the profession, rhac 
officers reJ.ch}ng a gi\'en level of seniority go abouc rhe 
business of dispensing wich their "wings," "dolphins," 
and (presumably) "black shoes," :i.nd rise abo,·e p:i.ro­
chial outlooks as aviarors, submarine officers, or de­
srroyermen, in assessing the \'arious means applicable 

ro given ends. . 
I c is obvious, nevertheless, char aparr from che 

Navy's internal problems and che general problem of 
mom:y, the question of "how large" and "what kind 
of" a navy should nor be :i.nswered wi rhouc derailed 
correlation wich openrional foreign policies-in addi­
tion co correlation wich broader n:i.rion:i.1 scraregies 
resting, in cum, on basic aspirations of our people co 
che extent char they can be perceived and arcicul:i.ced-

~ princip:i.llv by the President. The policies ro be evoked 
will nor be viable in their cum unless correlared with, 
and supported by, an adequate and suirnble milit:i.ry 
escablishment-including most specifically an :i.ppro­
priare Navy. 

The Interdependence of Afilitar;· and Foreign A/fairs. It 
is by no means the function of the military establish­
ment in chis country co prescribe the foreign policy 
of rhe Uni red Scares. It has been rr:i.dirionall~· beneiicial, 
however, for each of rhe milirary services co study 
closely this policy in order co anticipate, if possible, 
its military demands on the foreign scene. This has been 
a necessary adjunct co che milir:i.ry responsibility for 
the defense, in face, of our homelrnd. Ir has been 
reflected, for the mosr pan, by persisrenc, if nor equiva­
lent, inceresc on che pare of rhe Scare Dep:i.rrment :i.nd 
its Foreign Service officers as co rhe re:i.liries of our 

various military c:i.p:i.bilicies. This interacrion is an ex­
traordinarily useful ingredient in che complex business 
of adjusting operational foreign policies co available 
forces and co che more serious business (in :i. long r:i.nge 
sense) of ern!z.ing forces co support susr:i.ined (or sus· 
cainable) policies. Ir rakes phce ar che profession:i.I level 
among che officers concerned e\'en rhough che form:i.I 
aspecrs of consider:i.cion and decision uke place in che 

r:i.refied kvels of che Nacion:i.l Security Council and its 
offspring commirrees. 

For m:i.ny years, the intermediary becwcen che Scace 
DcpJrcmenr and rhe Navy was che ubiquirous n:i.val 
arrache :i.ssigncd ro the various embassies and legations 

abro:i.d. Today, chis officer is ofren :i. produce of special­
ized intelligence tr:i.ining rather chan "of the Fleet." 
In any case, whether because of che technical specializa­
tion menrioned earlier, a possible tendency of che ac­
cache co identify himself with che large U.S. military 
''communiries" ro be found abroad, or because of che 
increasing propensity in our govemmenc co creac all 
inrelligence m:mers-and che people connected-as 
something "apart" from any ocher operational field, che 
naval acrache provides less and less often, from first­
hand experience, rhe broad educ:i.cion on current naval 
affairs th:i.r his predecessor was able co transmit co our 
Foreign Service officers of :i.n earlier era. 

In a r:i.pidly fluctu:Hing international sicuarion, ic is 
of viral importance char operators in che foreign policy 
field have rhe most sensitive and accurate picture of 
rhe actualities of our military sicuacion in various pares 
of rhe world-as opposed co che "offici:i.l" position of 
rhe government, assumed when discussing rhe condicion 
of milirary forces wirh che P.P.P. (P:i.rrioric Popular 
Press). A failure ro achieve chis son of perceprion 
(which comes from suscained inreresc and association 
between professionals) can resulr eventually in che 
unsuppon:i.ble commirmenc ro a Suez-rype venture by 
che super-levels of gm·crnmenr. Recenrly in our country 
che imporc:i.nce of convenrional forces was reaffirmed 
bv one Prcsidcnr who then promprly stressed chis 
theme by irs application in, :i.s we now preceive, a rather 
unlikely concept of combat. High-level pronounce­
ments as co rhe newly discovered importance of chis 
or rhar mode of warfare are diverting enough for the 
press on :i. slow news d:i.y bur ir should not be supposed 
bv professionals char rhe mere scatemenr of policy ac 
eYen che highest executive level causes long·neglecced 
capabilities co spring inco being O\'ernighr. To do so 
in che m:i.king of foreign policy decisions is ro invire 
being unm:i.sked in reality as a "paper riger"-which 
was, essenrially, rhe unh::ippy Joe of Grear Britain and 

1 Fr:i.nce following Suez. In our country, no military 
syscem ( convencion:i.I or otherwise) of practical and 
sustained import c:i.n be broughr into being and main­
tained in a vi:i.ble sr:i.ce rod:i.v wirhouc a subsranrial and 
long-cerm commicmenr of rhe arc, treasure, science, and 
manhood of our nation. Thus che subscanrial reducrion 
of our N:iv~' which we :i.re witnessing _today CJnnoc, 
in sober face, be recouped in rhe shore rerm. The re­
conscirureJ Navy rh:i.r will :i.ppe:i.r muse be tailored co 
rhose foreign policies rc.:sring on rhe mosr secure of 
national convictions. The imporcance of sustained.asso-

-· 



ciarion between "soldier" and "statesman" during this 
period of reappraisal and adjustment rests on the fact 
that in a changing technological environment, lessons 
learned a generation ago are seldom entirely appropriJte 
in derail to the exigencies of the moment or the pre­
dictable requirements of the future. 

The Defeme Complex. To avoid leaving the full re­
sponsibility for a breakdown in communications on the 
hapless atrache, however, it must be recognized that 
several other factors have contributed to the schism 
between "State" and "Navy" (and probably the other 
services) in recent years. 

For one thing, since World \X'ar II, we have engaged 
in sustained occupations of various foreign territories. 
These occupations have, in general, been conducted 
under military pro-consulships-responsive actually to 
the President, the Pentagon, and the Senate, rather than 
to the Secretary of Stare. 

For another, the cre:Hion of the Department of De­
fense removed all military services from cabinet repre­
sentation. As interpreted in practice, the Reorg:mization 
Act of 1947 requires char sustained contact with the 
upper echelons of the State Department b~· all military 
services be conducted through the Office of the Secre­
tary of Defense-notably through the Assistant Secre­
tary of Defense for International Security Affairs (ISA). 

There is considerable economy in this arrangement and 
it is by no means to the Navy·s credit th:i.r, for a 
number of years, it, for all practical purposes, stood 
sullenly in the wings complaining instead of joining 
rhe new order with its best people. 

Finally, the division between the Defense Depart­
ment's responsibilities for National Defense through 
the coordination of military procurement and technical 
support of the Armed Forces, and the Stare Depart­
ment's responsibility for the m:i.nipubtion of foreign 
policy, was often more than blurred on occasion during 
our last adminisrr:i.rion by the person:i.I ambassadori:i.I 
duties assigned by the President to the Secrer:i.ry of 
Defense. The President of the United Stares is free to 
choose any individual in our nation to represent him 
personally and to ''trouble-shoot" for him as he deems 
necessary or expedienr. Bur, when this individu:i.I h:i.p­
pens also to be the Secrerar:· of Defense, whose "weight 
in council" reflects the approxim:i.telv 50% of our na­
tional budget at that rime lccepted as the military's 
"lot in life" -more than simple and transi rory side 
effects could be expected to and did occur in the field 
of Defense's impact on foreign affairs. Some of these 
effects were as they should be. Some were nor. 

Bur, without reference to the problems inherent in 
the Defense Dcp:mment"s prac!ice of oper:uion:i.I diplo­
macy abroad, each of the mili t:i.ry services in i rs own 
peculiar sphere of cognizlnce has a legitimate and 
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sustained individual need (above and bernnd char 
served by the Joinr St:iff and the Office of rh~ Secretary 
of Defense) to counsel S_tare Dep:.urmenr operational 
personnel and, in turn, to receive their advice. 

For the Navy's parr, this mutual need is a product 
of factors such as: our national geographical situation; 
the Navy's forruitous "marriage'" to a magnificent Ma­
rine Corps; the vigorous existence of a specialized naval 
air arm; the unique adaptability of currently viral 
weapons systems (such as Polaris) to the Navy's natural 
habitat-the sea; the conrinuing importance of sea-lift 
in world affairs; and the acute currenr dependence of 
the world's modem n:irions on oil. 

Concerning these factors, the gener:i! tendency is ro 
forget the Marine Corps and to ignore oil. 

As to our relations with the Marines, one may say 
that it is nor unusual for a husband to overlook on 
occasion the possibilit~· that his welcome in high circles 
may be owing to his talenred wife rather than solely 
ro his own sterling amibutes. On the other hand, the 
Marine Corps' espousal to the Navy, beset as ir may 
be with marital "ups and downs," is nor likely ro be 
terminated by the Marine Corps. Not when "she" is 
confronred daily with the example of what happens 
to other "widows" bereft of their own tacrically con­
trolled air power. 

As for oil, we must discuss it at furrher length. 
Survfral Jf/it/JfJ11! Sue/ear !Var. One of the most 

important revelations of the lase 15 years has been char 
the threat of nuclear war is nor necessaril~· paralyzing. 
Life does go on. And as ir does so, it becomes ever 
more apparent that there are gre:i.r incenrives for the 
successful pursuit of policies :i.imed at avoiding or 
preventing nuclear war. During these same years, how­
ever, we have also had evidence that for the United 
Stares these policies muse be complete narional expres­
sions in their own right. They cannot be supine or 
emasculated policies of retre:i.r or pacificism. Nor, t;ve 
have learned more recently, can they be single-minded 
and rhetorically over-postulated determinations to in­
terfere everywhere ar all cost. Ir has been demonsrrared 
that a policy of avoiding nuclear war carries with it 
rhe need to ensure our governmeryr's ability ro wage 
other sorrs of war (within reason)-and to retain, abso­
lutely, the ability for waging nuclear war in the last 
resort. It m:i.y be said. howner, that it is also becoming 
more cldr that chis last resort is postponed or avoided 
in almost direct proportion to the number of peaceful 
and u.:arlike alternatives available. The Navy is as in­
herently suited to this task of providing-and of en­
suring-alrern:uives as rhe Armv, in conjunction with 
the Air Force's Tactic:d Air Command, is suited to the 
job of ··making rhem stick~·· 

The general reasons for this inherent ad:ipt:ibiliry of 
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the NJvy to J wide spectrum of action have alreJdy 
bec:n touched upon. The un<lc:rlying ke}" co the Navy's 
peculiar "rapid response" application to foreign policy 
support in our present age, however, is found in oil 
and its transport by sea. 

Oil and Antisubmarine !Vat/are. r--.fodern industriJI 
nations can neither produce, nor feed, nor transport, 
nor defend themselves without oil. Nations seeking 
adulthood in our current civilization are forced, first 
and foremost, to acquire oil. Yet only a relatively few 
nations, industrialized or not, possess this precious 
commodity in sufficient quantity within their own 
borders. And, in generJI, few of these naiions are mem­
bers of the Free \'Vorld (maritime) alliance system. It 
may be said that this fact is found at the root of most 
of our foreign alliances (or entanglements, depending 
upon the viewpoint). In practically all of these al­
liances, somewhere, lies the need-the desperate 
need-of some nation for oil. Articulated recognition 
of this point, typically, has only occurred as energy 
demands on this continent and in Europe begin to 

overrun fuel capacities. 
How long this excruciJting dependence on oil will 

persist is a matter for technological advances as well 
as gas and oil exploration to decide. But it would be 
a self-delusion of the first magnitude to ig~ore its 
tremendous importance at the presenr time and proba­
bly through this decade. 

A substantial proportion of the same 70-odd foreign 
nations with v.·hom we have contracted either treaties 
or agreements for military assistance obtain their oil 
from outside their own borders; mostly by sea. Lest 
at this point the reader conclude that it is good that 
a merciful Providence chose to make oil-by-sea depend­
ence a problem for our friends (whom we can help if 
we want), reference should be made to Figure 1-

which apart from highlighting the oil dependence of 
our friends-also reveals some sobering aspects of 
the U.S. dependence. 1 All in all, however, it can be 
acknowledged that whereas important interests are in­
volved for our country, the real issue at stake for our 
maritime friends is their absolute survival as national 
entities. It is, of course, a fact that the loss of these 
friends would drastically curtail the social, economic, 
and political options of our children. 

For many years, our Navy was the only force in the 
world intrinsically capable of safeguarding this blood­
stream of civilization. One hesitates to say simply "ca­
pable" of performing this task because of its extraor­
dinarily far-flung nature (in view of the multiplicity 

1 Today over 50% of tor>! Easr Coast petroleum producr re~uircmenrs ind 

>lmosr 100% of crude oil requirements in rhis senor >re provided by se;i. 

borne tr>nsporc. . 

of our commitments) and because of the facr that the 
most apparent threat to its integrity lies in the exist­
ence-and continuing modernization-of the four 
Russian subm:uine fleets. Succinctly stated: tankers are 
a submarine's ··me.1t:'' and. where there may be some 
basis to the perennial professional naval argument as 
to the submarine vulnerability of this or that man­
of-war, no one has ever argued the poinc with respect 
to tankers. And each single tanker roday may carry 
approximately the quantity of oil carried by an entire 
convoy in \\?orld \'Var II! 

Antisubmarine warfare has long been acknowledged 
by our Navy as being one of its major "problems." 
Unequivocal action coward its solution, hov:eyer, has 
nor necessarily been a major preoccupation of rhe Navy 
until very recently. 

The end of \'Vorld \X1ar II left rhe Navy endowed 
with a tremendous capital investment in carrier warfare. 
To understand the real extent of this heritage it must 
be realized that it comprised nor only many large and 
expensive ships plus vasr armadas of aircraft, but also 
great numbers of officers and men skilled in their use 
and confident of their wartime value. Too, there were 
extensive shore-based esrares supporting the mainte­
nance and training requirements of this huge fleer, a 
well-integrated supporting block in domestic industry, 
and the far-flung aciminisrrarive apparatus to tie all of 
these factors together. Such an endowment is not 
lightly nor prudenrl~- cast aside. More than naturally 
it has been the Na\·y's subsequent propensity to build 
largely upon this basic edifice of naval aviation and 
to adapt it, wherever possible and feasible, co the 
various requirements that became apparent thereafter­
in short, to hang rhe Na\·y on whatever strategic peg 
might seem c:ipable of bearing the traffic. 

On occasion, this effort, as applied to antisubmarine 
warfare at any rate, has had a somewhat makeshift 
appearance, as was the case coward the end of the 
decade of the 1950s when naval leaders implied in their 
testimony to the Congress that our Attack Carrier 
Striking Forces were in fact rhe strong right arms of 
our antisubmarine capability inasmuch as they could 
be thus used in the arrack of enemy submarine bases. 
This sort of hyperbole has been largely dropped in more 
recent years because of the increasing understanding 
rhar, in view of nuclear warfare's carasrrophic proba­
bilities, nations possessing atomic weapons would, by 
such possession, be foolhardy to strike in tUJ)' fashion 
at the homeland of any other nation similarly equipped. 
This realization that it is, after all, better to fight 
abroad-or at JM-than to burn ar home is undoubt­
edly the genesis of rhe atomic weapon proliferation 
urge which is exhibited by various nations around the 
world today. 
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There is no intention whatsoever of decrying .here 
the value of naval aviation-nor. specifically, the merit 
of carrier warfare. This mode of naval warfare is pecu­
liarly necessary where any substantial naval commit­
ment (including antisubmarine warfare) is to be made 

- in the vicinity of enemy air power. 2 le has proven 
extraordinarily effic:icious in the destruction of enem\· 
surface units and shore installations alike. Furthermore 
it has been developed to its present heights primarily 
through American c:icrical innov:itions (with notable 
technical contributions by the United Kingdom's 
Royal Navy, plus a J1panese le~son) and there is no 
doubt that our1 combined genius exhibited so far in 
this field \vill result. in further progress of great variety 
and military benefit. it is, afcer all, extremely valuable 
to the designers and manipulators of our foreign poli­
cies to have at their beck and call the na\·al ·capacity 
to strike, to blockade, to convoy, to starch, and to land 
on short notice-all under self-provided :iir cover. 

Nevertheless, as things stand today, although ob­
scured occasional!!· b~· the well-meJnt effom of Navy 
public information specialists (whose glasses are of 
roseate hue), the bulk of our aging fleet is ill-adapted 

2 An abcrrarion of rhis pninr of view led w rhc sirunion where our surface 

_cscons JnJ crui:,ers are in<li"idu:.il!y ourrangcd b~· chc surfacc-ro·surt'~cc 

missile cquippeJ ships of rhe Sovicr ilcxr. Rc:..:rif1(;Hiun of 1liis error, since 
carriers cinnor be umniprescnr. is of grc:-Jr urgency. 

to modern antisubmarine warfare-and it is essentially 
oil-fired. 

These two factors combine to spell out the un­
pleasant truth that, while our Navy is not badly off 
in being able to support a \vide miscellany of projects 
in the national interest-ranging from the Polaris 
Strike Fleet to the government-sponsored transport of 
food or medicines O\'erseas-it is not yet attuned to 
the preservation of the one element currently essential 
to what we term the "Free \'Vorld"-namely, the un­
restricted flow of oil. And, of extreme importance, chis 
superannuated fleet and manv of our new ships under 
construction are themselves almost compktely depend­
ent upon the sustained availability of oil. 

le is .useful here co pause a moment while consider­
ing the implications, in more or less concrete terms 
and in specific areas, of the apparition that we have 
evoked. \'Ve describe a sphere of influence whose na­
tional entities are essentially dependent upon the sus­
tained availability of oil: we postulate a threat to this 
availability in terms of the Russian submarine fleets; 
and we indicHe ch:it the military agency at our disposal 
for countering chis threat is (a) obsolescent and not 
particularly shaped to che task and (b) itself readily 
susceptible to immobilization by loss of a sustained fuel 
oil flow. 

Let us deal \Vith the l:isc statement first. The real 
dependence on oil of our present-day ships may be 
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made clear cu the landsman by saying rhar, in rhe case 
of a desrroyer-,a typical antisubmarine ship-sustained 
speeds of over 15 knors cannot be maintained wirhour 
at leasr weekly refueling. As rhese ships operate with 
carriers, for insrance, where higher sustained speeds are 
often necessary due ro aircraft launching and ro coinci­
dent departures from a given rrack ro seek favoring 
winds, sea aspects, and so forrh-the refueling rare 
approaches that of twice weekly. The quantities of oil 
involved are srupendous-the uninterrupted shurrling 
services of several large rankers being required for rhe 
operation of a single carrier cask group. Our Navy's 
critical bondaQ"e to oil is a verv real thin2. \Vholesale 

~ ' u 

conversion ro nuclear power is of rhe utmosr urgency 
and is a matter yet to be faced realisrically by eirher 
its technical proponents or operational naval offi.cers.3 

Concerning rhe adaptation of rhe existing fleet ro 
the containment of a submarine rhrear, we have already 
rouched upon rhe rationale associated wirh our efforrs 
to apply naval air power in this direcrion. Ir should 
be nored thar against submarines normally operated on 
the surface-diving only in daylight to initiate (or 
escape) attacks-the great mobility and search potential 
of the naval aircraft made it an ideal antisubmarine 
weapon. Against rhe next generation of submarine 
which exposes itself on rhe surface only periodically 

by extending a small tube (snorkel) ro recharge irs 
batteries, the aircraft diminished somewhat in intrinsic 
effecci\'eness. By dint of magnificent flying on rhe parr 
of rruly dedicated officers and men, however, and wirh 
rhe commitment by the Navy of a very considerable 
supporting technical effort, naval aviation has retained 
a demonstrable level of usefulness in chis area. Bur 
against the rrue submersible (of the nuclear-powered 
genre, for instance) the naval aircraft tends to suffer 
a severe loss of unilateral effectiveness. Its continued 
antisubmarine application in this case is justified by its 
susceptibility to coordination by antisubmarine ships, 
submarines, and shore bases, by irs capacity for quick 
reaction against submarines who must surface ro launch 
missiles, and by the desperate need for numbers im­

posed by the shortage of ASW ships in a navy primarily 
oriented toward aviation. 

The truth of this becomes apparent when it is pon­
dered char many devices created to help the aircraft find 
its submarine prey are essentially expensive modifica-

3This 9uesrion of "·herher the U.S. N.vy "should or should not'' uke 

advancage of its lead in nuclear po"·er ship propulsion has finally been 

overtaken by the argument over whether ir "can or cannor afford" to 

mainrain this advmrage. The mone13ry price 1a;; of nuckar propulsion 

figures in rhis argumenr bu1 nor largell' in 1he minds of knowledge•ble 

men. More aneniion is now b.,ing paid IO 1he maner of wheiher or no1 

we can meer rhe srringenr personnel quJli1y re9uiremen15 1hai have very 

necemril)' been placed .on 1he opcming crews for rhesc ships. 

tions of tools otherwise more profitably employed on 
a ship-or another submarine. On top of all chis we 
are becoming uneasily aware thar any basic scientific 
breakthrough that we m:iy achieve in the general area 
of AS\X·', besides not being exclusive ro the Unired 
Srares, may well end in proving more advantageous ro 
rhe submarine itself than otherwise. The: appalling fact 
is chat without reference to a nuclear holocaust, we 
are very likely faced, at sea, for rhe third rime in this 
cenrury, with a siruacion where if war comes, numbers 
and brute srrengrh musr be repelled by numbers and 
brute srrengch plus wharever scientific resources we can 
musrer. The neecl for a firm and viable system of 
ASW-orienred m:iririme alliances under these condirions 
is painfully obvious,. 

Geograph)'.· Oil.. and the Russian Submarine Fleets. 
\\?hen we come to an assessment of the Russian sub­
marine fleets we are struck by a facer of geography 
which is, on rhe whole, peculiarly :idvantageous ro us. 
By turning a mercaror projecrion of the world· on its 
side (See Figure 2) we perceive thar the deep water 
exits available ro the U.S.S.R. are guarded, in all cases 
except possibly one, by narrows susceptible to the 
esrablishmenr of prohibitive cordons of varying types 
(and varying effecriveness). The possible exception, 
Pecropavlosvsk, stands on a remore peninsula and falls 
inro a special (and vulnerable) category of irs own as 
concerns the affairs of rhe Pacific Ocean area­
Perropavlovsk's access ro rhe Pacific is nonetheless di­
rectly affecred by our siruarion in the Aleutian chain. 
The imporrance of the southern rip of Africa and Cuba 
are obvious. 

The inrernarional polirical armosphere which makes 
feasible the establishment of cordons in rhese pregnant 
narrows of rhe world-as well as rhe prior acquisition 
of conriguous and advantageous repair and replenish­
ment bases so helpful ro the mounting of escorr systems 
necessary in the sustained prosecution of an ASW cam­
paign-is jusr as much a valid function of our Foreign 
Service as is the winning of friends and the influencing 
of peoples in rhe course of generally advancing man's 
lot while improving our "national image." 

Turning again ro che guesrion of oil, che U.S.S.R. 
might one day find itself impelled to unleash its sub­
marine fleets against the seaborne oil lines of the Free 
\'V'orld, say of \'V'esrern Europe, in a manner which we 
have nor elecrc:d ro do in our embargo of Cuba. If 
this were to occur, what, briefly, would be rhe conse­
guences? 

Militarily, one mighr calculate wirh some degree of 
refinement how man~· days guns could be fired, missiles 
launched, aircraft flown, or troops moved-including, 
especi;1.lly, those flown over as an emergency measure­

sans fuel supply. 
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Politically, however. a naval officer cannot assess 
with any hope of exactitude how long allies deprived 
of fuel would conrinue as allies-nor, for that matter, 
what unilateral arrangements otherwise staunch friends 
must conremplare if threatened by the loss of oil. 

The Navy is quite capable of working out the n:1ture 
and extent of forces (including those of potential ASW 

allies) required for the containment of the Soviet sub­
marine fleets. It is also capable of providing ro the State 
Department, for operational reference, specifics of the 
geographic necessities for the impiementarion of such 
forces. 

But, besides being instrumental in acqumng allies 
with ASW forces or suitable bases, only t~e State De­
partment (assisted by the CIA) has the facilities and 
the background to evaluate the viral question of time 
in the ASW syllogism of na\'al force, geographic posi­
tion, and rime available. The import of rime here 
revolves about the question of how long, in the event 
of a struggle-since ASW is neither a one-day nor a 
single-avenue affair-would the temper and viral inter­
ests of our allies permit the outcome of such a war 
ro remain undecided? 

Thar this question is nor one of idle curiosity be­
comes obvious when it is considered that chis facror 
of "time available" fundamentallv decides the number 

in being of AS\V forces reguired (as opposed to the rr:ere 
nature of such forces). Primed with chis rime-available 
information the naval planner could be equipped to 

examine rhe validity (or nonvalidiry) of a number of 
mobilization schemes supporting "standing" forces. 

·And, finally, using this information within the context 
of overall Defense Department fin:rncial estimates, we 
would be able ro provide the Secretaries of the Navy 
and of Defense, and, through the larrer, the National 
Security Council and the Presidenr of the Uni red States, 
some no\v-badly-needed, reliable indices of where our 
foreign policies and homeland defense reguiremems are, 
or are not, mutu:.illy complementary. Obviously, in the 
larger course of events, wi rh all services participating, 
that is just the picture char must evenrually emerge 
at the Presidential level. Such a picture would show 
whether our economic, foreign, and defense policies, 
taken rogerher as a national posture, supported our 
people's long-rerm determination to survive as a politi­
cal, social, and economic enriry of their own choosing. 

In rhc case of each military service, close professional 
rebtions with State Deparrmcnr officers must by the 
groundwork for this examination. In the Na\'y's case, 
ASW offers as good an example as anything else upon 
which to base our discussion since upon this mode of 
naval Zf.'aifare is predicated not 011~}' our abilit)' to hold 
allies-but also the abi/i~i· of any of the other serrices to 
operate overseas. 
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Figure 2 

By turning a mercator projectio11 of the u·orld 011 its side. u·e 
see that. with the possible exc<'pti01i iJf Petrr;pm·lol'Sk, all the 
deep wate1· exits amilable to the Soi·iet U11ion are guarded by 
11arrow seas which are susceptible to the establishment of 
prohibitfre a11tisubmari11e cordo11s. 
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To postpone furrher the re-est:iblishmenc of profes­
sion:il contact and the dcuikd re3ppr:iisal of miliory 
and diplom-aric ways-and-means abro:id could be dis­
astrous. For the Navy's parr, it might act to prolong 
the perilous circumstances where we build too few 
misarmed ships, of nor necessaril:· rhe right type, need­
lessly bonded to oil. in order to implement possibly 
unsupportable, and nor necessarily viral, foreign poli­
cies. For the Scace Department's p:m it might ace to 

continue a dangerous euphoria where it is accepted 
as a matter of course char any U. S. foreign policy can 
necessarily be supported by rhe Navy or, in any case, 
at lease rhe Air Force, if nor the Army. 

As a nation, we are rich and powerful, bur we are 
neither so rich nor so powerful char we can recoup, 
for an indefinite period, from a failure to cake first 
things first. 

Conclusion. At the beginning of this essay, reference 
was made to the parochialism of the intra-Navy riv:ilry 
which, in its convolutions, periodically reaches peaks 
of intensity and recrimination char would lift e\·en the 
heart of any city editor s:iced with hackneyed stories 
of inter-service squabbles. Our internal Navy differences 
usually, however, are based on considerably more than 
dreams of personal aggrandizement, urges for empire 
building, or gross intellectual lethargy. They spring 
from deep-seared differences in opinion, based on fun­
damental differences in outlook-made ine\'itable b\' 
complete differences in personal service experience. The 
bitterness with which these differences occasionalh- find 
expression is very largely the produce of a devotion 
to rhe United Scares which rhe naval officer (and, for 
char matter, the Foreign Ser\'ice officer) understand­
ably finds difficult ro put into words. As a young man 
the commissioned officer cakes a solemn oath 
to ... "support and defend the Conscirucion of the 
United Stares against all enemies, foreign and domes­
tic ... "For rhe remainder of his adult life, chis officer 
seeks to carry our rhis promise, and grows each day 
in his understanding of irs implications. He becomes 
vested wi rh, and conscious of, a personal responsibility 
for the safety of the United Scares which is shared by 
few of his fellow citizens. In the final analysis, when 
faced wirh decisions of fundamental import, rhe com­
missioned officer, like any responsible man, is forced 
to. relr upon his best personal judgment-which is, 
inevitably, colored by his personal experience. Respon­
sibility, if it does not make us cowards, certainly rends 
to encourage conservatism. We are forced ro conc.ede 
the aptness of the British General (then Colonel) 

). F. C. Fuller's words, ... "an improvement in we:ip­
ons is due to the energy of one or rwo men, while 
changes in tactics ,have co overcome the inertia of a 
conservative class." To "tactics'' we may add "atti­
tudes.'' 

Yer, we find rlur, in our rime. the record shows char 
rhe professional officer corps of rhe U. S. Navy is capa­
ble of facing facts and making logical and far-reaching 
decisions on a basis far removed from any petty consid­
erations and limitations of personal experience. 

Admiral Arleigh Burke and his immediate associates 
of rhe rime were uneducated as to missiles and, for 
all practical first-hand purposes. knew next to nothing 
about the operation of submarines or rhe intricacies 
of nuclear power propulsion. And yet rhey were able 
ro make, and to follow through on, rhe decision co 
establish the enrire Polaris system. The true magnitude 
of chis decision can be grasped, perhaps, when it is 
realized that for an aviation-oriented navy-headed, for 
the most part, by officers specialized in flying-the 
commitment to rhe Polaris system represented approxi­
mately the cap:icicy to replace complete!~· our 15 first­
line arrack aircraft carriers of chat day. Bue anr half­
hearted commitment short of this-any attempt to 

"hedge"'-would have resulted in no real strike capabil­
i ry at all. 

\X'e ha\·e every reason to believe, then, especially 
with new and vigorous naval leadership, char the next 
major decision as to rhe composition and extent of 
our Fleet will be- made with marurirv and firmness. The 
aptness of this decision ro our viral national needs, 
however, \ViJI JargeJy be determined b~· how well the 
career professionals in ''Navy"' and "Scace," as well as 
their leaders, are able to make conr:icr and to achieve 
and maintain a genuine meeting of ~inds. 

A grJduJre of rhe U.S. Naval Academ,· in 19.J.J as a memb~r of rhe 

class oi 1945. Caprain Bucknell served in LS:'\!s and LS:'\l(R)s and 

commanded rhe USS L5.\f(R)-51-i in 1946. Subseciuenrl\', he ser.·ed as a 

Gunfire Supporr School insrrucror and enrered rhe submarine sercice in 1948. 

He ser•ed in the USS Cusk (SSG-348J as one of rhe fir>r shipboard guided 

missile offic"ers. Bc•wcen 1952 and 1954. he acrcd as a rechnical Jid for 

undervcarer ordnance in rhe Office of Na"al Research. After ser.·ing .s 

execuri"e ofricer oi the USS Pum/rei (55-391!°. he commanded the USS 

Remur.i (SS--187) in 1956, and in 1960 "'" commis.1ionin.g CJprJin of rhe 

nucl~ar-powcred arrack class submarine USS .5mok (SSN-592). He com· 

mandeJ the L;ss Thf',d•,,, R11r1me/1 (SSB:-.;·600) from 1963 to 1967, and 

rhen became Chief of :-.;uclear Orcrarions and Safefl· BrJnch on rhe Staff 

or' CinCPac. From i969 ro 1970. ht was As>i>ranr Chief of Staif for 

AdministrJ<ion ro the Comman<bnr. Fuurree11rh Na"al Di.>rricr. Ar rhe rime 

of his retiremenr in Ocrober 1_971, he w:is Direcror of Rese:irch, School 

of Navo! Warfare. Naval War Colkge, Newporr, R.I. He is presently a 

graduore srudenr uf Polirical Science 3f rhe Univer>ir'.· of Georgia. 



U.S. BecoJJ1es Jf/orld Trader 

On 7 November 1973 the President 
of the United States announced publicly 
that the country was in the midst of a 
severe energy crisis. The Arab states of 
the Middle East, by withholding a por­
tion of the oil they sell to this nation, 
had accomplished what the facts of the 

·matter, private and p-.iblic predictions, 
and the testimony of experts had not 
been able to do - make the reality of 
our energy deficiency clear to both the 
administration and the public. 

The thrust of the Prcsiden t's energy 
speech was to announce the emergency 
and to direct and propose measures to 
reduce its severity in the short term. 
The emergency bill, which one hopes 
will he enacted in the present Con­
gressional session, will represent a com­
promise belween proposals made by 
Senator Jackson 011 the 18th of October 
1973 and the gener<Jlly less far-reaching 
provisions proposed in the President's 
speech. It will implement a conservation 
program fell by m;111y to have been 
sorely needed even before the imp:iet of 
the Middk EJst war. 

BJ' Necessity 

Captain Howard Bucknell, III 
Unired States Na\'y (Retired) 

of nuclear power for the generation of 
electricity. The President expressed the 
vi~w that such measures, under the 
general title of "Project Independence", 
would p!Jce us in the position, by 1980, 
where we would "be able to meet 
America's energy needs from America's 
own energy resources". 

In t e nns of increasing energy 
demands spurred by the requirements of 
an inherently expanding national 
economy, there are signs that the con­
serYation program now to be under­
taken will by no means pre\·ent acute 
short:iges of energy overall in the short 
term - and, in particular, on a regional 
basis due to the pecularities of our oil 
distribution and refinery systems which 
arc heavily tied to deliveries by sea on 
the Eastern seaboard. 

All other factors b·~ing considered, 
our national situation dem:inds, and will 
continue to demand,lincrcascd imports 
of uil on a larger sc;ile. The absolute 
deprndence of the country on imports 
and the necessily fur their facilitation 

The hitter p:irt of President Nixon's (b',' the buildi113 of deep water por1s for 
speech add1csscd longer range' llll'asures supertanki.:rs. for instance) w:is not 
necessary to rctmn the country to a addressed by 1hc !'resident in l1is speech. 
sclf-sui'ficirnt status vis :1 vis energy Clc:1rly lie cxpens, tl1rough diplolll:ilic 
tlirou;•.h Ilic development of a L"apahility efforts. to re'.~:1i11 :il:ccss to the Arabian 
to usi: rt·su11rccs oilier tl1a11 oil ·- pri- oil sources. ,\s l1is e:qi..:rts will 1.

1 ·1ubtlcss 
m:1rily co:d. sl1:1'<:, ;ind a11 cxpedircd use h:1ve i11furmcd him, the ot!ta sources of 
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our imported oil (which provide on the 
order of 30% of what we consume) are 
already close to peak production, 
mirroring the case of our own domestic 
fields with the exception of the rela­
tively srmll (160,000 barrels per day) 
out-put expected from congressional 
authority to produce from the hereto­
fore sacrosanct Naval Petroleum 
Reserves. 

' In terms of energy dependence, it is a 
far cry from 1973 to 1980 and, in any 
event, even should "Project 
Independence be promptly imple­
mented through Congressional and 
Administration compromise, plus strong 
private inclustri:il support, it can be 
expected th:it its 1980 results. in most 
cases, would be "pilot efforts" and not 
a comprehensive national industrial 
ability to meet our energy dermnds. In 
general, ii can be expected that our 
subs r ;inti a I liberation from acute 
dependence 011 oil. and this 1101v means 
import('d oil, will persist well into the 
1990s. Wi11. lose or draw - the United 
States has become a trading nation 
overnight. 

TllE Siii FT IN OUR TRADING 
STATUS 

The import and export of goods on a 
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large sl·ak lt:is i'ong been characteristic 
of economic am\ CllllllllCrci:.il life in the 
United States due to her large size and 
pluralistic sovidy. 

Foreign trade. however, has, until 
recently. 1wt been a matkr of first 
orc.lcr priority for the United States. 

Now, very suddenly the U.S. has seen 
her trading role shift from that of the 
"casual tr:1c.ler" tn that of the "trader­
by-neccssity''. This situation, as we have 
indicated, has been brought about by 
the change in the Uniteu States' import 
situation vis a vis petroleum. 

A net exporter of the petroleum 
through World War II, the U.S., follow­
ing that· time,. as a matter of con­
vcn ie nce and frugality, gradually 
increased the import of oil. During 
President Eisenhower's admir:iistration 
the amount of this import of relatively 
cheap foreign oil was deemed to be 
menacing to the health of the domestic 
industry. There was, furthermore, the 
national defense question invol\·ing the 
wisdom of rdying unduly upon the 
import:ition of oil - particularly when 
it was available from domestic sources. 
A system of mandatory "quotas" was 
set up in 1959 to regulate and restrict 
the import of oil. 

Today the United States must import 
about 6 million barrels of oil per day 
which is about 35% of tl.e steadily rising 
17 million bJrrels per day she consumes. 
(Oil usage accounts for about one-half 
of our total national energy consump­
tion.) 

The necessity for this large sc:-ile 
importation now denies the United 
States her once cherished option of 
"going insular"; of dis<.?11g;i1_:i11g herself 
from the international scene; and of 
reverting to a 'Tort ress /\me rica". We 
have a1rivcd thus at the situation in this 
country wh<.?rc ll'C 111w1 expurt 
1•1gom11sly in all possible cate'..'.orics of 
agricultural, industrial. ;ind ser.~ice com: 
modities in ortkr to achieve even a 
nominal ''kdancc of p<iyrncnts". We 
dcpc11d 11m1· 1111011 jiwt'ig11 1rac!c jiH our 
11atio11al s111Tirnl us WI t'co1111111ic. puliti­
cal, and social c111i1_1· of our n11·11 clioicc. 

llow did this situation a1is<: ;.111d how 
10111•. will it l•l'rsist -- givl'n the point that 
it is 111Hksi1:1hk·. pussihly tLlll!,'.c~rnus, 

. and. in ;111y \'vc·n;. Lir 1,·11111vcd ftL'lll our 
tratliton;il p11~iti11n of st1bstan1i;il 
cco1H1111ic i1lllq1,·nd,·11cc'! 

TIIE ENERGY CONCEPT 

Reference to "energy"' per sc instead 
of specifically mentioning coal, oil, gas, 
hydro- or nuclear power is a new 
vocabulary ;ipproach. It w;is in the days 
following World War I!, during the 
planning involved in the development of 
the /\l:Hshall Plan, th;it the concept of 
reviewing a nation's total energy 
resources became prev:ilent. It was 
recognized that the recovery of the 
general European economy was based 
largely on the ability to acquire large 
sources of energy. It became apparent 
that this was a fundamental. point of 
political economics. From l\larshall Plan 
experience, the concept of assessing a 
n;ition's energy consumption (and 
resources) became common. During the 
fifties and six ties each time it appeared 
that we ourselves might encounter an 
energy shortage, our domestic oil and 
gas resources, upon reassessment, 
proved more than/ adequate to our 
demands. During the Suez crisis, for 
instance, we were even ;iblc through 
export, to· make up the losses in Europe 
occ:isioned by the temporary loss of 
Arab oil. This situation not only 
debycd a thorough evaluation of our 
future energy needs, it also made it 
politically difficult to voice real concern 
over our energy situation. In the mean­
time, we experienced ;in unparalleled, 
and generally unexpected, incre;ise in 
our energy consumption. 

THE ENERGY SITUATION IN THE 
UNITED STATES 

In Febrnary 1970 a Cabinet Task 
For.ce on Oil Import Control. appointed 
earlier by the President. presented their 
findings and recommendations on _the 
oil import question. They reported 
essentially to the effect that complete 
ab:rndonment of import controls at that 
time would not be consistent with the 
national security. They advocated a 
tariff system :is a pref.:rred alternative 
to the existing qtwta system. The 
emphasis was still on protecting our 
domestic oil firms against the inro:.Jds of 
che:1pcr foreign oil. The Secretary of the 
Interior, the Secrct:11y of Commerce, 
and the Chainnan of the Federal l'owcr 
Co111111ission issued a dis~cnting rqH11 t. 

No changes in the quota system wcrc. 
undcrtakt'n by the :1J111inistr:itinn al the 
tinll'. In rr\'iewin~ ;.i\·;1il:1blc ~tatistiL:s to 
surl'ort their report. the T;1sk Force 
;i,;su111L·J tli:1t thl' linitcd ~!ates w1rnltl 
remain cssentiJ!ly sdf-sulTiciL·nt in oil. 

It projected a domestic dem:ind in 1980 
of around 18.5 million barrels per u:iy 
and assumed that of this, only five 
million b~mcls per d:iy would need be 
imported - anti that mostly from the 
Western Hemisphere. 

As pointed out by Amh;iss;idor 
J:.Jmes E. /\kins in the April 1973 
edition of Foreign Affairs. these projec­
tions were "spectacularly wrong". Total 
imports for 1973 will now be about six 
million b;irrels per day - well above the 
level predicted for 1980. Imports from 
the E;istcrn Hemisphere ;ilone will reach 
about 12% or a 1973 consumption rate 
of a steadily climbing 17 million barrels 
per day. 

On April 18, 1973, in the face of 
increasing petroleum product scarcity, 
President Nixon, by procl;imation, 
removed all tariffs and quotas affecting 
the import of oil. 

As President Nixon indicated in his 
April 1973 proclamation, althoug)1 our 
oil production is inadequate to our 
needs, our energy reserves, mostly in the 
fonn of shale and especially coal, are 
enom10us. They are certainly sufficient 
to meet our needs, if they can be 
utilized, until that time in the future 
when energy sources other ·thJn fossil 
fuels are universally av;iilable. Why, 
then, don't we use the coal and shale? 

Gasoline, as a petroleum product, is 
ideally suited to transport;ition involv­
ing the use of the internal combustion 
engine. Internal combustion engines 
which have been modified to reduce 
atmospheric pollutants burn more 
gasoline. Natural gas burns ''clean" and 
our reserves arc being rapidly depleted. 
A large number of electric utilities have 
converted from coal burning to g;is or 
oil in order to meet ecology require­
ments. "Strip" , mi"ning, to which 
environmentalists object, is the most 
economic:.il way to get at our coal and 
shale reserves. 

The position of the ecologists regard- \ 
ing our ;itmospheric pollution situation 
from co:il and g;isolinc bu ming no 

11 
longer· (in the case of major cities) 
involves only a ''dcsirabk" against ;.in j 
"undesirable" condition. As pointed out 

1 
hy \V:.ird :rnd Dubos in their li.N. i 
commissioned ho0k Onzr One Fanlz. i 
our lari;er urban conccntr:11i1ms. in some \ 
cases as in other industri:.ili1.1:J 11:11it>11s. \ 
have already arriVi..'U al the ;iir pulln1iu11 \ 

· 1H1i11t wh1·re i11crc:1scs in pulluti1111 c11uld i 
entail seriu11s. massive and dir•.'l"t ;1dwr~;c \ 
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health effects. In other words, their 
, atmospheres :ire not too for from being 
·1cth:il and the resumption of coal burn­
ing proposed for electric power_ pr~ 
duccrs in the President's 7 November 
1973 spccch will necessarily be c ffcctcd 
most gingerly and 011 a case-by-case 
basis. 111 the longer term, production of 
oil from shale and g:is from coal rather 
than its direct burning is vital to our 
health and economy. 

Nuclear power, it has been estimated, 
in less than jocular terms, produced less 
energy in the United States last year 
than was produced by the burning of 
wood. What happened to the predic­
tions of the fifties that nuclear power 
would dominate our energy producing 
system by 1975? An unreasonably low 
price for oil, gas and coal generated 
electric power, ecological objections to 
"thermal pollution" of cooling water 
sources for the nuclear plants, a failure 
on the part of the Atomic Eneri:o'Y 
Commission (AEC) to fully test various 
emergency cooling safety devices - are 
all responsible. Heavy emphasis on the 
safe building of nuclear plants is very 
much a requisite of our emerging energy 
picture for the seventies, eighties and 
nineties of this century. President Nixon 
has recommended that the AEC hasten 
the licensing of new pbn ts in the next 
six months without public hearings. 
This· shouldn't. however, obscure the 
point that we arc still some ten years 
from the situation where nuclear power 
can absorb a sizeable proportion of our · 
national demand for electricity. 

Plants designed for the extraction of 
oil from shale must be· built and land 
rest or a ti on after su rfacc st ripping must 
be included as p;irt of the price. 

Plants designed to produce "pipeline 
qualit;·" gas from coal must be built. 
The basic process for this is well known. 
The technique (;is yet unmastcrcd in 
quantity production) is to produce gas 
of a high enough BTU quantit:i; to 
warrant its long range distribution by 
pipeline - this is the meaning of the 
term "pipeline qu:ility". The dcvel0p­
mcnt of these plants rapidly, and on a 
scale rcnecting our ·national needs, 
cannot be u1H.lcrtakcn on a purely com­
mercial basis. The costs ;ind probkms 
involn:-d indicate, as Sl'n;1tnr J:1ckso11 
has poinkd out in various prnpliscd 
bills, a joint fcder:d-cnmmcrci;!l untkr­
taking at k:1st on the sc:ik of the 
M:111hatt:1{1 l'r()jcct. Large c11e11'.~' corpo­
rations h"avc indic;1tcd their willinr.nrss 

to undertake this joint effort, but time 
is rapidly passing. 

None of these efforts will come to 
fruition in thr next few y.:ars. Addi­
tionally, it can be safely predicted that 
large scale application of the more 
esoteric energy producing systems. such 
as solar and- "brre<ler" re;ictors. for 
instance, (although vital to our future) 
will probably not make a really sub­
stantial impact on our national energy 
situation during this century. 

For the present, and possibly the 
next twenty years, we will be acutely 
dependent upon oil and even with vastly 
increased production from our off-shore 
areas (which must be pushed) we will 
remain, in the final analysis, dcpc11dc11 t 
upon oil imports from abroad. 

WHAT ABOUT OTHER COUNTRIES? 

Clearly the United States is by no 
means the only industri;tl nation 
involved in an energy crisis. The growth 
in energy demands in Western Europe 
and Japan have been on the order of 
12% per annum as compared to 6% in 
the United States. 

Western Europe is dependent for 
over 80% of her energy requirements on 
Mid-Eastern oil. Japan's dependence on 
the same source far exceeds 90%. As 
pointed out earlier, it is only the Arab 
oil fields that can meet increases in our 
own and allied energy demands for the 
time being. 

These factors, together with what is 
predicted as an intensive export effort 
on the part of the United States will, it 
appears, combine to introduce a sharp 
competitive edge to U.S.-Common 
?vlarket-Japancse trading relationships. 
That this will be reflected in political 
relationships would be entirely natural. 
A strong case can be made for superior 
trac'c cooperation and diplomatic 
mutual assistance in our rebtionships 
with these cuuntries. Perh:ips basic to 
our ability to arrive at vi;1blc quid pro 
quo undcrst:mdings will be the demon­
stration of the United States' dctennina­
tion to eliminate WJste in our uses of 
energy. 

Not too long ago the cutback of 
Ar:1bian oil to the Western European 
n:itions w1rnld have been the occasion 
for mor:il protest :ind popubrly 
supportc:d sharp milit;ny action ·ag:1inst 
the Arabs who, as it li:!s h.:l'11 said, 
"c:1nn1it dri11k their oil". lnJccd, at one 

stage the United States might have 
undertaken such :iction on a unilateral 
basis. 

We seem to have passed the point 
where military action could be justified 
in the face of world opinion. t>.lorc to 
the point, however, is th;it the Soviet 
Union now maintains a naval presence 
in the Indian Ocean close to the oil rich 
Persian Gulf, and is presently operating 
ships in force, with naval infantry 
embarked, in the Mediterranean. The 
USSR's position in the area of energy is 
still to be unfolded. Western European 
nations are now reaching ·to her for 
access to the oil under her control and, 
in this country, \VC spetik of importing 
liquified Russian natural gas. There are 
some indications also, that barring the 
discovery of substantial new fields, the 
Soviet Union itself may in the next ten 
years or so, become dependent upon 
imports of petroleum. 

CONCLUSION 

The President has proposed inter­
national cooperation in · the develop­
ment of synthetic fuels (e.g., gas· and oil 
from coal). It is clearly to the ad\·an tage 
of all nations heavily dependent tipon 
Arabian oil to foster such a program. lt 
will not reach fruition overnight nor, in 
the final analysis, will Arabian oil be­
come less valuable. With continuing 
advances in such diverse petroleum­
_based industries as plastics, medicines, 
and animal feed it can be predicted that 
we will eventu;illy look upon oil as a 
commodity too precious to burn; but 
we must have other substantial sources 
of energy before this comes to pass. The 
spur to our efforts must be that 
petroleum is irreplaceable on our planet. 

The Western industrial world and 
Japan, not just the Unites States, are in 
the midst of an energy crisis. It can 
probably be most readily solved through 
intcrnation;il cooperation. The United 
States now enters into an era in which 
she must perform largely as a tr;iding 
equal to the other nations or blocs of 
nations. This simple fact will heavily 
influence our lives in this country for 
perhaps in the next twenty years. 

Captain Howard flucknell is a retired 
naval officer presently studying :is a 
graduate student in political scil'ncc at 
the University of Georgia. 

(/11is article docs not 11cccss11rify rl'j1cct 
tlw rii:ws of 1/1c S,·crctary uf the Xa1 1y 
or the Nary /)('/!1Jr/lllL'llt.) 
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I thought our Executive Committee mee 'ngs in Washington 
December· 8-10 went particularly well. Not only did we 
have really good discussions at the meetings among our­
selves, but there was also real substance rather than 
just "politesse" in the meetings with the President, 
Henry Kissinger, and Rogers :Morton and also, though more 
briefly, in the meeting with the Senate Committee on 
Foreign Relations. The President and also the Secretary 
of State in discussion and in their answers to questions 
alleviated considerably some of the concerns of our 
European and Japanese colleagues about U.S. foreign policy, 
and especially on the question of cooperation rather than 
confrontation with the OPEC countries. I also feel that 
our emphasis on the complementary - and not conflicting -
character of the French and U.S. positions on energy was 
of some relevance to the outcome of the subsequent Ford­
Giscard meeting in Martinique. 

I feel our meetings have now answered clearly one of the 
principal questions we had when we started the enterprise: 
whether a group of men and women of very different bac;:;.­
grounds and experience and from three different regions 
of the world could, in fact, r.each conclusions specific 
enough to be meanin•:1ful. In .. this connection, I am enclos­
ing the Resolution· adopted by the Trilateral Commission's 
Executive Committee at the end of its meetings. The 
Committee also approved issuance of the enclosed prelim-

--~ _ inary report on relations with the developing countries 
· --as-\.1eil- a-s- ·of ·aslTgni:ly revised version of· the energy 

report which was previously sent to you for comme·nt and 
of which you will later receive a printed copy. 

JAPANESE OFFICE 
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7A HERMANOS AKASAKA BUILDING 8-4-3. AKASAKA 
MINATO-KU, TOKYO 

EUROPEAN OFFICE 
CENTRE FOR CONTEMP()RARY EUROPEAN STUDIES 
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The most interesting reconunendations in the reports and 
resolution, in my opinion, are the following: 

(1) a new bank for fund recycling with equal control by producers 
and consumers. If this could be· created, it would not. only 
further the necessary process of cooperation betwee:;~, consumers 
and producers, which the Executive Committee felt to be so 
important; but it would also mean that producers and consumers 
would share any bad debts, rather t.."'1.an having most of them 
borne by the United States and West Germany; 

.(2) a recommendation that the annual growth of energy con­
sumption be held below two percent in North America, three 
percent in Europe, and four·· percent in Japan; 

(3) a new international development agency to borrow $3 billion 
a year from 1976 to 1980 from the OPEC countries at eight 
percent, and to make it available to the most needy developing 
countries at three percent. The total cost of the necessary 
interest subsidy from 1976 to 1980 would be $900 million a 
year , of which the U. S. share might be about $17 0 mill ion, 
a sum small enough so that .it should be politically feasible; 

f4) a Middle East peace settlement guaranteed by the United 
States and the Soviet Union. 

I hope these will interest you. 

We have very much appreciated .your support, and if you have 
any questions on this material .or any other aspect of the 
Commission's work, I shall be glad to try to answer them. 

Sincerely, 

-~ 

b
. . 7. . . k' 

Z igniew Brzezins i 
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TRILATERAL COMMISSION 
Executive Committee 

Resolution 

December 10, 1974 

The international system is undergoing a drastic transform.a-

tion through a number of crises. Worldwide inflation reflects, 

transwj_ts and magnifies the tensions of many societies, while the 

difficulties produced by the abrupt change in oil prices are 

accompanied by the entry of major new participants onto the 

world scene. 

Confrontation in an attempt to maintain the underlying assump-

tions of the old system could lead to a general breakdown. On the 

other hand, creative policies to adapt it to the new partners and 

conditions could extend the area of effective cooperation more 

widely than ever before. 

Such cooperation .must be based on the principle of equality. 

This is the core of any future political understanding. 

This applies notably to the most urgent chalJ..enge, the one 

posed by the funds being accumulated by the oil producers. These 

could dislocate the system if they are not properly absorbed. 

Cooperatively used, on the other hand, they are a potentially 

massive new source of investment in a world :which will be in 

desperate need of capital. 

In view of the proposals which have been put forward for 

cooperation between the oil consuming countries, and the need 

for cooperation alsowith the oil producers, the Executive Committee 
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of the Trilateral Commission calls on the major oil consuming 

countries to approach the OPEC countries in order to find out 

if they would consider: 

Setting up a new Bank for Fund Recycling, with . 

subscription of an equal amount of capital and 

joint control by oil consumers and producers. 

Such parity is essential to create confidence and 

stability, enabling the bank to borrow funds from 

the OPEC countries on an acceptable debt instrument. 

Creating a new inte~national agency associated with 

the World Bank to supply the extra $3 billion a year 

urgently required by the most needy developing countries. 

This agency should borrow $3 billion a year at 8°/o 

interest from OPEC countries and lend it to low · 

income countries at 3%, in loans with 20-year 

maturities and four-year grace periods, in each 

of the years l976-l980. The total cost of the 

interest subsidy required for these loans would amount 

to $900 million a year for the years l976-l980, a sum 

small enough so that it should be politically feasible 

to raise it among the OECD and OPEC countries. 

These short term solutions are complementary to the need simul­

taneously to develop a longer tenn framework for international coopera­

tion. The Executive Committee believesthat this should involve a 
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tri~artite global structure in which the oil producers are encouraged 

to in~lest in low income areas by joint guarantees with the highly 

industrialized countries. To prepare the necessary long term framework 

for cooperation, a tripartite conference, or series of conferences, 

should be organized, involving some of the highJ.s" industrialized 

countries from each of the three trilateral regions, some of the 

oil producers and some of the low income cam.tries. 

The solidity Of the long term framework also requires that the 

major oil consuming countries cooperate on energy policies. 

The Executive Committee welcomes the agreement on an International 

Energy Agency able to organize crisis cooperation and hopes that 

other countries of their regions will join the group. 

It also endorses the recommendations for joint action contained 

in the report on "Energy: A Strategy for International Action" submitted 

to it and particularly the proposals for (i) the reduction of dependence 

on imports, (ii) holding the annual growth of energy consumption below 

2% in North America, 3% in Europe and 4% in Japan, and (iii) cooperation 

.in developing the extensive energy reserves, actual or potential, of 

the trilateral area. 

The success of measures to rejuvenate the international economic 

system are umbilicall.y" tied to successful progress towards a lasting 

peace in the Middle East. Such a peace settlement must be guaranteed 

by the United States and the Soviet Union; other countries, especially 

the European states, should be ready, if required, to associate them­

selves with them. 
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The t::xecutive Committee has discussed means by which the 
the 

Trilateral Com..1tlssion could in~future further the proposals in 

this resolution. Also, it has initiated a trilateral policy 

progrw. on a Renovated International System, to be completed by 

1976. 

The Commission will hold its first Plenary Session in Tokyo 

in May 1975. 
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This report has been prepared for the Trilateral Conunission 
and is released under its auspices. The authors, who are 
experts from North America, Western Europe and Japan, have 
been free to present their own views. The Conunission will 
utilize the report in making any proposals or recommendations 
of its own. It is making the report available for wider 
distribution as a contribution to informed discussion and 
handling of the issues treated. 



THE TRILATERAL PROCESS 

The following contribution to the second report of the task 
force on relations with developing countries has been prepared by 
Prof. Richard N. Gardner on the. basis of prior consultations with Dr. 
Saburo Okita and Dr. B.J. Udink. The final draft of the second report 
will be presented to the Executive Committee meeting in Kyoto in 
May 1975. 

The rapporteurs have been aided by consultations with a wide 
range of experts. A number of these individuals were consulted at a 
meeting chaired by Prof. Gardner and Dr. Okita in Washington in late 
September, just before the Annual Meeting of the World Bank and Inter­
national Monetary Fund. Several others were consulted in discussions 
held by Prof. Gardner and Dr. Udink in Europe in early November. In each 
case, the consultants spoke for themselves as individuals and not as 
representatives of any institutions with which they are associated. 
Those consulted included the following: 

Michel v,an den Abee le, Chef de Cabinet of Henri Simonet, Vice-
President of the Commission of the European Communities 

C. Fred Bergsten, Senior Fellow, The Brookings Institution 
Zbigniew Brzezinski, Director, The Trilateral Commission 
Jacques Alain le Chartier de Sedouy, Chef de Cabinet of Claude 

Cheysson, Member of the Commission of the European Communities 
Claude Cheysson, Member of the Commission of the European 

Communities 
Richard N. Cooper, Professor of Economics, Yale University 
Gamani Correa, Secretary-General of UNCTAD 
William B. Dale, Deputy Managing Director, International Monetary 

Fund 
Count Etienne Davignon, Director of Political Affairs, Belgian 

Foreign Ministry 
Guy Erb, Overseas Development Council 
Clyde Farnsworth, European Economic Correspondent, The New York 

Times 
George S. Franklin, North American Secretary, The Trilateral Commission 
James Grant, President, Overseas Development Council 
Joseph Greenwald, United States Ambassador to the European Community 
Ravi Gulhati, Director, Development Economics Department, International 

Bank for Reconstruction and Development 
Nurul Islam, Deputy Chairman of Planning Commission, Government 

of Bangladesh · 
Attila Karaosmanoglu, Chief Economist, Europe, Middle East, and North 

Africa Regional Office, International Bank for Reconstruction 
and Development 

Abderahman Khene, Secretary-General of OPEC 
Israel Klabin, Klabin Irma6s & Cia., Rio de Janeiro 
Emile van Lennep, Director-General of OECD 
Joseph Luns, Secretary-General of NATO 
Robert S. McNamara, President, International Bank for Reconstruction 

and Development 
Benedict Meynell, Director, External Relations Division, Commission 

of the European Communities 



Cecilio J. Morales, Manager, Economic and Social Development 
Department, Inter-American Development Department 

Enrique Perez-Cisneros, Special Representative, Europe, Inter­
American Development Bank 

J.J. Polak, Director of Research Department, International 
Monetary Fund 

Ra~l Prebisch, Special Representative of the Secretary-General for 
the United Nations Emergency Operation, United Nations 

Gustav Ranis, Director, Economic Growth Center, Yale University 
Mohamed Shoaib, Vice-President, International Bank for Reconstruction 

and Development 
A. Maxwell Stamp, economic consultant, London 
Ernest Stern, Director, Development Policy, International Bank for 

Reconstruction and Development 
Ernest Sturc, Director, Exchange .• and Trade Relations, International 

Monetary Fund 
Anthony F. Tuke, Chairman, Barclays Bank International, Ltd. 
Kaye Whiteman, Information Office, Development Cooperation Qirectory, 

European Commission 
Maurice Williams, Chairman, Development Assistance Committee, OECD 



OPEC, THE TRIIATERA.L WORLD AND THE DEVELOPING COUNTRIES: 
NEW ARRANGEMENTS FOR CCOPERATION 1976-1980 

Summary 

An extra $5 billion a year in Official Developme·nt Assistance 

(ODA) will be needed in the period 1976-80 to assure a 2°/o growth 

rate in per capita income in the approximately 30 low-income develop-

ing countries containing one billion of the world's people. Although 

it will be tempting to "write off" these countries as the economic 

and political crises deepen in the Trilateral region, such a policy 

would be politically unrealistic as well as morally unacceptable. 

Moreover, a joint Trilateral-OPEC initiative that brings forth more 

aid from the OPEC countries would serve some very inmlediate Trilateral 

country interests. In a time of stagnant growth and rising unemploy-

ment, it is obviously advantageous to move funds from OPEC countries 

which carmot spend them on Trilateral country exports to developing 

countries who will. 

Knowledgeable officials estimate that ODA from OPEC countries 

might reach $2 billion a year in the 1976-80 period. In these same 

years, the Trilateral countries should increase the size of their 

own ODA (about $9.4 billion in 1973 dollars) to keep pace with infla-

tion. This will still leave $3 billion a year of ODA to be found. 

To meet this need, it is proposed that a new international 

agency associated with the World Bank should borrow $3 billion a year 

at 8°/o from OPEC countries and lend it to low-income countries at 33, 

in loans with 20 year maturities and 4-year grace periods, in each 

of the years 1976-80. This would require an armual interest subsidy 
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of $900 million, of which $100 million could be raised from 

World Bank earnings, $500 million from Trilateral countries, 

and $300 million from OPEC countries. 

The $3 billion-a-year fund should be managed by a tri­

partite governing body, with representation and voting power 

equally shared between Trilateral countries, OPEC countries, 

and other developing countries. Moreover, to facilitate OPEC 

participation in t~e regular activities of the Bank and Fund, 

OPEC quotas and voting rights should be raised from the present 

5% to between 15 and 2CP/o. 



OPEC, THE TRILATERAL WORLD AND THE DEVELOPING COUNTRIES: 
NEW ARRANGEMENTS FOR CQ9PERATION 1976-1980 

In its report entitled "A Turning Point in North-South 

Economic Relations" the Trilateral Commission Task Force on 

relations with developing countries proposed a special effort 

of cooperation between the Trilateral world and the OPEC countries 

to meet the emergency needs in 1974-75 of some thirty low-income 

countries of the "Fourth World" who have been particularly hard 

hit by skyrocketing costs of oil, food, fertilizer and industrial 

goods. It also outlined some basic concepts that might provide a 

framework for cooperation between developed and developing countries 

in the period beyond the short-term emergency. The task force 

promised to present a specific program to strengthen the multilateral 

development system in a second report to be issued in the spring of 

1975. 

To meet the emergency needs of the "Fourth World" in 1974-75, 

our first report envisaged an emergency program of $3 billion in 

extra concessional aid, one-half from the Trilateral world, one-

half from the OPEC countries. In the six-months since our report 

was issued, the proposed Trilateral-OPEC negotiation to produce this 

shared effort of collaboration has not occurred. Nevertheless, the 

United Nations has made some progress with its emergency program, 

launched by the General Assembly at the special session of March-

April 1974, to help the most severely affected developing countries. 
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As of November 1, commitments of emergency assistance to the 

most severely affected countries amounted to $2.7 billion, 

compared with the total of $4.6 billion estimated by the UN 

to be needed in 1974-75. (The deteriorating economic situation, 

together with a somewhat broader definition of concessional aid 

and of severely affected countries, caused the UN's estimate to 

be higher than that in our report of last June.) 

Of the $2.7 billion in commitments to the emergency program, 

OPEC commitments account for about $2 billion, Trilateral commit­

ments for about $700 million. The European Community has made a 

commitment of $150 million, with a promise of an additional $350 

milli~n (not counted in the $2.7 billion total) provided appropriate 

contributions are forthcoming from other donors. Japan has committed 

itself to a "minimum contribution" of $100 million. The United States 

has made no specific commitment, but has indicated its intention to 

increase food aid substantially above previously budgeted levels. 

Were the U.S. to increase its food shipments in 1974 and 1975 

by $250 million each year over 1973 levels, were the Japanese govern­

ment to increase its commitment to the emergency fund by another 

$200 million, and were the European Community to provide the addi­

tional $350 million it has promised on a conditional basis, the target 

of the emergency operation would be quite close to being met. Implementa­

tion of the decisions taken at the World Food Conference for additional 

food and fertilizer aid and for an agricultural development fund to 

be subscribed by OPEC and Trilateral countries would also help to 
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assure the success of the emergency program. However, it would 

still be necessary to assure that the committed funds were actually 

disbursed in 1974-75 and that these funds were distributed among the 

eligible recipients in accordance with their estimated needs. This 

latter problem will be particularly difficult since the bulk of the 

$2.7 billion that has been committed is in the form of bilateral aid 

and only $224 million is "free money" committed ,to the Secretary-

General's special account. (Details on the estimated needs of the 

most severely affected countries, on the commitments to the emergency 

program, and on commitments to the special account are provided in 

Attachments 1-3 at the end of this paper.) 

The problem of North-South cooperation in development beyond 

the emergency period is even more formidable. In his address to the 

annual meeting of the Board of Governors of the World Bank Group on 

September 30, 1974, Robert S. McNamara estimated that unless ways are 

found to increase the present level of Official Development Assistance 

(ODA)1 in terms of real purchasing power rather than just in money 

terms the billion people in countries with average incomes under 

$200 million per capita will face a decline in their standard of c::: s.. 
living amounting to 0.4% per capita per year between now and 1980. 

To make possible a 2.1% annual growth in their per capita GNP -- a 

modest rate of growth by any standard -- would require an increase 

in ODA, in terms of 1973 dollars, from $9.4 billion in 1973 to $13.5 

billion in 1980, an increase of about $4 billion. At present rates 

of inflation, the level of ODA would have to reach $24 billion by 

1. Official Development Assistance is defined as aid with at least 
a 25% grant element as compared with commercial loans. 
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1980 in terms of then-prevailing prices. Taking accoilnt of antici­

pated inflation, not to mention a further deterioration in the world 

economy aggravating still further the problems of the low-income 

countries, an increase in ODA by $5 billion a year for the years 

1976-80 at then existing prices is the very minimum that seems to 

be required. (McNamara's detailed estimates on ODA requirenents 

are set out in Attachment 4.) 

The case for supplying that additional $5 billion per year 

of ODA for the one billion people in the low-income cquntries is 

based on the considerations set forth in the first report of our 

task force. As we noted there, the Trilateral countries need the 

developing countries as sources of raw materials, as export markets 

and, most important of all, as constructive partners in the Quilding 

of a satisfactory world economic and political order. ·The world's 

interrelated crises of population growth, environmental deterioration, 

mass poverty, mounting unenwloyment, growing social and political 

instability, proliferating nuclear and conventional weapons, and 

escalating terrorism and international conflict cannot be solved 

without attention to the needs and priorities of the developing as 

well as the developed world. 

It will be increasingly tempting to "write off" some of the 

low-income developing countries in·the Indian subcontinent and Africa 

if the economic and political crises deepen in the Trilateral world. 

But it is doubtful if the people of the Trilateral countries would 

find such a policy to be either morally acceptable or politically 

realistic if the moment ever came to carry it out. In terms of the 
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long-term interest of the Trilateral world, it would prove ultimately 

self-destructive. 

To these consider~tions there can now be added another very 

practical argument. In a time of stagnant growth and rising unemploy­

ment, it is clearly in the interest of the Trilateral countries to 

move funds from OPEC countries which cannot spend them on Trilateral 

country exports to other developing countries who will. To the extent 

that aid contributions from the Trilateral world bring.forth additional 

aid contributions from the OPEC countries, they have a multiplier effect 

on exports, employment and income, also helping the balance of payments. 

Indeed, we need to think in terms of a second type of "Trilateralism" 

by which OPEC countries transfer a portion of their liquid balances 

in the Trilateral world into long-term loans to the LDCs, who in turn 

spend the proceeds on Trilateral country exports. 

Assuming this case for increasing ODA is sound, two central 

questions remain to be addressed: First, where is the extra $5 billion 

a year to come from? Second, what changes in the structure of multi­

lateral development institutions seem to be required? 

The Financing Problem 

A solution to the question of long-term financing is clearly 

going to require a major act of cooperation between the Trilateral 

countries and the OPEC countries. To be sure, the OPEC countries 

have already taken a number of initiatives to increase the flow of 

concessional aid. Kuwait and Venezuela have substantially increased 
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their existing aid programs. Iran and Iraq are selling large amounts 

of oil to India on concessional terms. Saudi Arabia has set .up its 

own Development Fund and has made large commitments of aid to Egypt 

and other Arab countries. Libya; Abu Dhabi, and the Emirates are 

increasing their bilateral efforts. In addition, some major multi­

lateral ventures among OPEC nations have been a.nnounced -- a $200 

million Special Arab Fund for Africa, an Arab Bank for Industrial 

and Agricultural Development in Africa with an initial capital of 

$200 million, an Islamic Bank with an authorized capital of $2 billion, 

and an OPEC Fund. The capital of the already-operating Arab Fund for 

Economic and Social Development is expected to be increased substan­

tially. While 'it is difficult to make precise estimates of what all 

this is likely to mean in actual aid disbursements, ·conversations 

with knowledgeable officials suggest that total OPEC disbursements 

of ODA are likely to reach $2 billion a year in the 1976-80 period. 

This will still leave a shortfall of $3 billion from the $5 billion 

of additional ODA each year that is estimated to be required to 

achieve minimum development goals. 

It is highly unlikely that this additional $3 billion a year 

can be raised between Trilateral and OPEC countries by any of the 

traditional aid-giving methods. ODA is already in deep trouble in 

the Trilateral world. During the ten year period 1963-73' while the 

real income of citizens of the countries who are members of the OECD's 

Development Assistance Committee was growing by 60 percent, the real 

value of ODA supplied by these countries was actually declining by 
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seven percent. During the past year, a number of Trilateral 

countries have further reduced their ODA in real terms. If the 

Trilateral countries are to have any credibility in aid discus­

sions with the OPEC countries and the rest of the developing world, 

they should agree at a minimwn to maintain the real value of their 

ODA for the remainder of this decade, applying an automatic upward 

adjustment of bilateral and multilateral financial flows to keep 

pace with inflation. Just to do this will require a formidable 

effort of political leadership. It is hard to envisage the Trilateral 

countries increasing their existing programs to cover any substantial 

portion of the $3 billion a year ODA shortfall that will still remain. 

The prospect of securing the $3 billion shortfall in ODA from 

the OPEC countries is not much better. This shortfall is already 

estimated on the basis of a $2 billion annual ODA effort of the OPEC 

countries through their own bilateral and regional programs. A 

$2 billion annual aid program would represent over 1% of the com­

bined GNP of the OPEC countries (a good deal more for indidivual 

OPEC donors like Iran and the Persian Gulf states) compared to average 

aid levels of.3CY/o of GNP for Trilateral countries. To put it differ­

ently, the combined GNP of the OPEC countries (exclusive of Nigeria 

and Indonesia, whose income of around $100 per capita even with in­

creased oil revenues will exempt them from any substantial aid-giving) 

is forecast by the World Bank at only 6% of the combined GNP of the 

Trilateral countries as late as 1980. If the OPEC countries give 

$2 billion a year of ODA in the years 1976-80 and the Trilateral 
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countries maintain the real value oftheirexisting aid levels, 

the ODA of OPEC countries will be about 10-15% of Trilateral 

levels during this period. If they are challenged to increase 

their ODA substantially to take up all or even half of the $3 
~ 

billion shortfall, they are likely to reply.' that they are already 

doing much more than their share in terms cf conventional burden-

sharing formulae. Indeed, they will probably make the f'urther 

argument that additional ODA burdens for them are particularly 

inappropriate, since they involve financial transfers from a 

resource base of oil that is being depleted, whereas the Trilateral 

countries can finance ODA from an industrial base whose output 
I 

renews itself and even grows with each passing year. 

The conclusion seems inescapable that an agreed sharing of 

the $3 billion in extra ODA per year is unlikely to be found except 

through a wholly new approach. Such an approach would start with 

the recognition that the relevant characteristics of the OPEC countries 

differ so fundamentally from those of the traditional aid donors that 

an attempt to share ODA on the basis of percentages of GNP will neither 

produce a sense of rough justice as between the Trilateral and OPEC 

groups or the necessary volume of financial flows. The Trilateral 

countries represent an annual GNP of over 2 trillion dollars, but 

as a group c~nnot generate large amounts of foreign exchange. The 

OPEC countries represent $150-200 billion of GNP but are accunru.lating 

surplus foreign exchange at the rate of $60 billion a year. A new 

approach would proceed on the basis that the OPEC countries, being 
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highly liquid but not yet rich, should provide a disproportionately 

large amount of the extra financial flows with a disproportionately 

small concessional aid element, while the Trilateral countries, be­

ing still very rich but not very liquid, should supply a dispropor­

tionately small amount of the extra financial flows with a dispro­

portionately large amount of concessional aid element. 

One of the most politically attractive ways of combining OPEC 

and Trilateral resources along these lines would be through an inter-

est subsidy, subscribed mainly by Trilateral countries, to trans-

form large a.mounts of lending from OPEC countries on commercial terms 

into ODA on terms suitable to low-income countries. To be specific: 

a new international agency associated with the World Bank could borrow 

the $3 billion' estimated to be required each year from OPEC countries 

at an interest rate of &/o and could lend the money to low-income 

countries at 3% (very easy terms at present rates of inflation). 

According to studies by the World Bank staff, it requires a 

subsidy fund of 23.45% of the face value of a loan to subsidize a 

5%.interest differential for project lending (slow disbursement) and 

a subsidy fund of 34.61% of the face value of a loan for program 

lending (more rapid disbursement), assuming loans to low-income 

countries with 20-year maturities and 4-year grace periods. The 

required subsidy fund increases, of course, if easier repayment 

schedules are permitted. But lending on the basis described above 

could meet the needs of the low-income countries in view of the fact 

that the present rate of inflation reduces the burden of repayment 

and of the fact that the IDA would continue its own more concessional 
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lending program of 50 year loans with 10 year grace periods and 

only a 3/4 percent service charge. Given a blend of project and 

program lending under the new $3 billion program, the subsidy 

needed would be about 3CP/o of the annual lending or about $900 
, 

million a year. (For calculations of the subsi~y required under 

different assumptions of interest-rate differentials, maturities 

and grace periods, see Attachment 5.) 

Some $100 million of this a.mo'lint could be provided each year from 

the profits of the World Bank's regular loan operations. Of the 

remaining $800 million a year, $500 million might be provided by 

the Trilateral countries,$300 million by the OPEC countries. Since 

the Bank's profits are mainly attributable to resources made avail-

able by the Trilateral world, the effective division of the subsidy 

fund would be two-thirds Trilateral, one-third OPEC. 

The most obvious political advantage of this proposal is that 

comparatively small amounts of additional resources would be required 

from any one country. For example, based on the burden-sharing 

formula used in the fourth IDA repleni~hment, the United States 

share of the subsidy fund would be $170 million a year. An American 

President could point out to Congress that this relatively small sum, 

supplemented by contributions from other Trilateral countries, was 

moving $3 billion of extra OPEC funds to the low-income countries. 

Further in support of the proposal it could be argued that moving 

$3 billion from OPEC countries unable to spend it to low-income 

co'lintries who can do so would stimulate employment and income in 
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the Trilateral world. Based on the fact that about one-third 

of procurement from World Bank group lending has been in the 

U.S., the $170 million U.S. contribution would add about $1 

billion t·o U.S. exports. Other Trilateral countries could enjoy 

a similar "multiplier-effect" on their exports from their contri-

butions to the interest subsidy. 

With all proposals of this type, one is tempted to ask what 

the "catch" is. How is it possible for such a modest subsidy fund 

to finance such large amounts of capital flows? The answer is that 

if the subsidy fund is made available each year in the specified 

a.mounts only a small portion will actually be needed to cove~ the 

interest payments and the remainder of the subsidy fund can be in-

vested at commercial rates (8% is assumed in the estimates given 

above). Moreover, and this point should be faced frankly, the 

estimates assume, in accordance with normal World Bank group lend-

ing experience, that there is some lag each year between the new 

money being made available by OPEC and the actual disbursements of 

the new agency. Thus there is an 8% interest cost only on that 

portion of the $3 billion annual borrowing that is ac~ually dis-

bursed to the low-income countries. In short, the only "catch" in 

the proposal is that the traditionally slow disbursement schedule 

of multilateral lending agencies means that something less than the 

full $3 billion will be coming to the low-income countries in the 

first years of the plan. 
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To take care of this problem, some increased short and 

middle term lending might be needed from the IMF recycling 

facility. To facilitate IMF lending to the low-income countries 

at rates well below the 7% IMF rate, another much smaller "subsidy 

fund" might have to be contemplated. This could be financed from 

modest sales of IMF gold holdings on the private market. (Such 

gold sales could not be used to supply the $900 million subsidy 

needed each year for the long-term lending program without unduly 

depressing the free market gold price and quickly depleting the 

IMF's gold holdings which are now $6-1/2 billion at the official 

gold price. ) 

The Restructuring Problem 

The problem of institutional restructuring is directly related 

to the financing problem. The OPEC countries are unlikely to parti­

cipate in the kind of multilateral venture described above unless 

they come in as equal partners with the Trilateral countries, with 

voting and other arrangements reflecting the financial contributions 

,they are being asked to make. In the Fund and Bank as they are pre-

sently organized, the OPEC countries have quotas and voting rights 

equal to 5% of the total. The Arab members of OPEC have quotas and 

voting rights equal to 2% of the total -- roughly the share of Belgium. 

The OPEC countries are not likely to regard these arrangements as 

satisfactory in any new venture in which they are asked to put up 

the bulk of the financial resources. (The distribution of quotas 

and voting rights in the IMF is given in Attachment 6. The quotas 

and voting rights in the World Bank are substantially the same.) 
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One approach to this structural problem would be to increase 

the quotas and voting rights of the OPEC countries in the Fund and 

Bank to reflect their new economic power. In the quinquennial re­

view of Fund quotas that is now underway, those close to the negotia­

tions envisage an increase of the total OPEC percentage to about 

9-lCP/o of the total. This would be less than half of the voting power 

presently enjoyed by the United States alone or by the countries of 

the European Connnunity as a group. 

A larger increase in the OPEC share seems to face opposition 

for several reasons. First, the traditional "objective" indicators 

relied on most heavily in these quota reviews (GNP and trade statistics 

but not including foreign exchange reserves) do not justify a larger 

increase. Second, and clearly more important, there is great resist­

ance on the part of most Fund members (developing as well as developed) 

to accept reductions in their percentages to make possible more than 

modest OPEC increases. The United States, in particular, which now 

has 20.80'/o of the votes in the Fund, is reluctant to lose its present 

veto power on amendments to the Fund Articles, which require three­

fifths of the members with 8cY/o of the voting power. Third, there 

appears to be some fear that a more substantial increase in the OPEC 

share -- to 15% or more, for example -- would raise the spectre of an 

"OPEC veto" on important financial questions (such as the issuance or 

cancellation of SDRs, which require an 85% vote). 
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The general interest of the membership of the Fund and 

Bank, including that of the Trilateral countries, would seem 

to indicate a more forthcoming attitude toward increases in the 

quotas and voting rights of OPEC countries. Traditional.indica­

tors used in previous quota reviews are simply not sufficient 

guides in the radically new situation in which the world now finds 

itself, where the OPEC countries will soon dispose of at least half 

the world's monetary r'eserves and where they are being asked to make 

major financial contributions to IMF recycling plans and to the 

purchase of World Bank bonds. In the light of these considerations, 

an increase in the OPEC share to between 15 and 2CY/o in the Fund and 

Bank would seem more appropriate than the 9-10% now envisaged. The 

larger quota increases would mean more OPEC funds available for the 

Fund and Bank's regular operations. The increased voting power of 

OPEC would pose no real threat of an "OPEC veto" over SDR issuance 

and IMF amendments since the OPEC countries have not voted as a bloc 

on such matters and are not likely to do so. In the World Bank, 

similar "veto" problems do not arise -- the voting majority required 

for the approval of loans is 50% (actual votes are very rare). As 

major contributors, OPEC countries are likely to be prudent in their 

judgment'of loan proposals. In any event, a 15-20% OPEC voting share 

would not fundamentally alter the balance of power in the Bank's 

Executive Board; the Trilateral countries would.still have about 

half the votes on a weighted-voting basis. 

Yet even a 15-20% share for OPEC countries in the Fund and 

Bank's regular operations would not solve the problem of providing 
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them with an equal voice in the management of the $3 billion-a-

year program for the low-income countries that has been proposed 

above. Putting the $3 billion in the hands of the World Bank's 

"second window," the International Development Association, would 

not be the answer either: voting in the IDA is related to cumulatiye 

contributions. Since IDA began operations at the beginning of the 

1960s, the OPEC countries would have an even smaller voice than under 

the 15-2CJlfe share proposed for them in general Fund and Bank manage­

ment. What seems to be required, therefore, is a "third window" for 

the $3 billion-a-year fund with its own special management arrange­

ments. 

These special arrangementscould be modelled after those sug­

gested by the Shah of Iran at the beginning of 1974. The Shah pro­

posed a special fund associated with the World Bank which would have 

a governing body composed equally of representatives from developed 

countries, from OPEC countries, and from other developing countries. 

The governing body would choose an executive board from a list of 

qualified persons nominated by the Bank and Fund. This tripartite 

approach would seem to be a reasonable one, considering the very large 

OPEC contribution to the special concessional aid operation here pro­

posed (all of the $3 billion each year plus $300 million of the $900 

million annual subsidy), and considering also the legitimate interest 

of other developing countries in the management of the special aid 

program. The actual administration of the aid program would be carried 

out by the officers and staff of the World Bank group,' which represents 

a concentration of eA-perience and technical skill that would not be 

easy to duplicate. 

{ 
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More than changes in voting arrangements and formal 

managerial structures may be required, however, to provide 

the OPEC countries, and particularly the Arab members of OPEC, 

with confidence in the World Bank group and its new "third 

window." The adoption of Arabic as one of the working languages 

of the Bank and Fund would help, as would greater attention to 

Arab sensibilities in the scheduling of meetings (this year's 

annual meeting was scheduled on Ramadan). Special courses, 

some of them in Arabic, should be organized by the Bank's Economic 

Development Institute in a major effort to train bright young 

leaders from OPEC countries for service with the World Bank group 

or for comparable responsibilities in their own governments. 

Gradually, the top management of the Bank and Fund ought to in­

clude a larger number of OPEC country nationals, including nationals 

from Arab countries. 

Such a restructuring of the world's major international 

financial institutions will not be easy -- no major adjustment 

of established organizations ever is. It will provide a major 

test of the willingness of the Trilateral world to come to terms 

with new economic realities and to share power with those whose 

cooperation is now essential to preserve a working world economy. 

Both the Trilateral countries and the OPEC countries, it should be 

remembered, have a shared interest in facilitating the latter's 

participation in nrultilateral development institutions. The 

Trilateral countries benefit because the multilateral institutions 

secure the increased resources they need to function effectively 



- 17 -

and to avoid being gradually eclipsed by OPEC institutions with 

aid programs that are not only geographically limited but often 

politically linked. The OPEC countries benefit by being able t6 

invest in the obligations of multilateral institutions backed by 

the guarantees of the rest of the world's economic powers; they 

also get a "buffer" between themselves and low-income developing 

countries who might prove difficult when it comes to repaying loans 

or using aid effectively. Both sides also get a chance to develop 

a working partnership in the financial field that may eventually 
-

lead to more satisfactory negotiations in other areas, including 

energy questions and oil prices. 

Other Questions 

There are a number of other questions that have not been 

considered here that should be examined in the second report of 

our task force. Among them are the following: 

1. Trilateral-OPEC aid coordination. Even with a major new 

effort of multilateral cooperation along the lines proposed above, 

the bulk of Trilateral and OPEC aid efforts will continue to be 

through bilateral and regional channels. It would be useful to 

have a forum in which the Trilateral and OPEC countries could examine 

their aid programs with respect to .levels and types of assistance 

and distribution among recipient countries. Possible forums to be 

considered for this purpose are the new IMF/IBRD Development Committee, 

which includes recipient developing countries; the Development Assistance 

Committee of the OECD, which includes only Trilateral countries, but 



- 18 -

which could be broadened to include OPEC donors; or some new 

Trilateral-OPEC forum to be speciaLly created. Pending the 

decision on such a forum, OPEC countries could be encouraged 

to participate on an ad hoc basis in OECD and World Bank consortia 
( 

and consultative groups. Moreover, if the mandate of OPEC could be 

broadened to include aid questions, useful cooperation could be 

developed between the OECD and World Bank staffs, on the one hand, 

and the OPEC secretariat on the other. 

2. The special problems of the "middle class" countries. 

There is a real danger that in concentrating on the approximately 

30 low-income countries of the "Fourth world" we will neglect the 

very real problems of the new "middle class" -- countries like 

Mexico, Brazil, Turkey, Malaysia and Korea: These nations have 

made rapid progress in the past, but they are likely to face serious 

financial problems in the future due to the higher 'Cost of food and 

fuel, particularly if slow growth in the Trilateral world dims pros-

pects for their exports. Substantial amounts of financing in between 

conunercial lending and ODA may be needed if the recent gains of these 

countries are not to be jeopardized. Should this take the form of 

conventional World Bank lending, loans from an D1F "oil facility," 

or something else? 

3. Soviet participation. In our first report, we emphasized 

the desirability of including the Soviet Union in multilateral efforts, 

not only in the interest of detente and global solidarity, but because 
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the Soviet Union has substantial economic capabilities and has 

benefited from the increase in raw materiai prices. Full Soviet 

membership in the Fund and Bank system seems unlikely, but could 

the U.S.S.R. be induced to participate in the interest subsidy 

for the $3 billion fund in the World Bank.'s ''third window"? If 

not, could the U.S.S.R. be persuaded to contribute to some parallel 

UN effort under the auspices of the General Assembly, whose activities 

·could be coordinated with those of the World Bank group? Or should 

the Soviet Union simply be urged to expand its own bilateral aid 

programs? 



Attachment 1 

Most serious1y affected countries: balance of payments projections, 1974 and 1975, as at 1 September 1974 

(Millions of dollars) 

Bangladesh •••••••••••••••••• , •• 
Central Af'rican Republic ••••••• 
Cl'l.ad ••••••••••••••••••••••••••• 
Dahomey •••••••••••••••••••••••• 
Democratic Yemen •••••.••.•••••• 
El Salvador •.•••.•••••••.••.••• 
Ethiopia ••••••••••••••••••••••• 
Ghana ......................... . 
Guinea. ............................ . 
Guyana •••••••• ••• • ••• ••••• ·, ••• • 
Haiti ••••••••••••••••.•••.•••••• 
Honduras ••••••••.••.••••••••••• 
India •••••••••••••••••••••••••• 
Ivory Coast •••••••.•••••••••••• 
Kenya ......... •·· •••••••• .... •• 
Khmer Republic •••.••••••••••••• 
Laos ••••••••••••.•••.•••••••.•• 
Lesotho ••••••••••••••••.••••••• 
~ascar· •.•••.•.••••••••••••. 
Mali •••••••.••••••.•••••.•••••• 
Mauritania •.•••••••.•••••.••••• 
Niger ••••..••••..•••.•••••.•••• 
Pakistan ........ ' .••••.••••••••• 
Senegal ....................... . 
Sierra Leone •••••.•••••.••••••• 
Somalia ••••••.••••••••••••••••• 
Sri Lanka •••••••••••••••••••••• 
SUdan ........................ .. 
United Republic of Cameroon •.•• 
United Republic of Tanzania •••• 
Upper Volta •••••.•••••••••••••• 
Yemen •••••••••.•••••••••••••••• 

Projected 
over-all / 
deficit~ 

1974 1975 

375 
19 
16 
9 

45 
48 

23 
21 
16 
8 

33 
820 

57 
84 

32 
42 
17 
30 

155 
69 
31 
27 
69 
46 
25 

120 
10 
11 

2,257 

4o7 
25 
30 
14 

82 
-10 
16 
-8 
44 

880 
77 

137 

25 
32 
16 
22 
78 
67 
20 
29 

100 
30 
42 

124 
17 

2,293 

CUrrent 
account"; 
deficit~ 

1974 1975 

612 657 
39 49 
68 80 
23 30 
70 
78 

-7 85 
92 70 
74 48 
50 67 
84 104 

1,919 2,270 
153 203 
197 274 

·;,,7<J . 9# 
88 82 
53 46 
26 28 
31 23 

485 513 
133 109 

70 62 
56 59 

152 185 
90 122 
43 67 

229 218 
82 73 
54 

5,o44 5,524 

Net inflow 
of b/ 

capital~ 

1974 1975 

237 250 
20 24 
53 50 
14 16 

-25 
30 

-30 3 
71 80 
58 32 
42 75 
51 6o 

1,099 1,390 
96 126 

ll3 137 

56 57 
ll 14 
9 12 
1 1 

330 435 
.64 42 
39 42 
29 30 
83 85 
44 92 
18 25 

109 97 
72 56 
43 

2,787 . 3,231 

Projected deficit 
as percentage o}?t 
imports (c.i.f. a 

1974 1975 

28.3 
21.6 
10.l 

5.5 
12.2 
10.0 

3,6 
13.9 

5,9 
7.4 
8.9 

16.8 
5. 7 
8.9 

10.3 
30.9 
9.6 

21.l 
8.6 

13.0 
14.8 
i8.6 
9.7 
8.5 
5,6 

16.4 
7.4 
5.0 

30.0 
25.0 
11.1 

7,7 

10.9 
-5.8 
5.2 

10.2 
15.7 
6.7 

12.3 

1.6 
24.6 
8.3 

19.6 
3.8 

11.5 
8.7 

18.7 
13.0 
4.9 
8.2 

16.5 
12.6 

&mrce: United Nations Dnergency Operation, based on data and anazysis supplied by the staffs of FAO, IMF, UNCTAD and IBRD. 

!!:/ Minus sign inaicates surplus. 

E/ Minus sign indicates net outflow. 

!:/ Balance on trade account. 

~ Sl!m of listed amounts, excluding Ethiopia, Khlner Republic,. Laos and Lesotho. 

Source: United Nations Doc. A/9828, 6 November 1974 
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SUmma.ry of emergency assistance officially reported as at 1 Novaiber 197~ 

Contributors 
Total 

commitments Grants Loans 

Intended 
disbursements 
·in the year 
ended 30/6/75 

(In miL..ions of United States dollars) 

I. Countries: 

1. Algeria 

2. Australia. 

3. Canada 

4. Denmark 

5. European Economic 
Community 

6. Finland 

7. Iceland 

8. Iran 

9. Japan 

10. Kuwait 

11. Netherlands 

12. New Zealand 

13. Norway 

14. Saudi Arabia 

15. Sweden 

16. United Arab Emirates 

17. United Kingdom of Great 
Britain and Northern 
·Ireland 

18. United states of 
America 

19. Venezuela 

20. Yugoslavia 

II. International agencies: 

1. African Development 
Ba."lk 

2. Arab Fund for Economic 
and Social 
Development 

51 

101 
l 

150 
ll 

l,5'77 

100 

9 
17 
30 

)1 

127 

48 

100 

7 

3. International Development 
Association 100 

4. Le~e of Arab states 121 

TOTAL 2, 724 

85 
l 

150 
0 

16 

9 

17 
30 

34 

19 

Bo 

3 

8 

0 

16 
0 

0 

11 

0 

0 

0 

0 

3 

29 

20 
4 

51 

101 

1 

150 
11 

9 

17 
30 

37 

48 

100 

72 

68 

Source: U~ited Nations Doc. A/9828, 6 November 1974 

Observations 

In addition to $107 million contributed 
to Arab regional fti.nds and African 
Development Bank 

Excluding contribution to Papua New 
Guinea 

Excluding contribution to Jamaica 

ln addition tn the share in the Eur•rJpean 
Economic Commw1ity (EEC) contribution 

$1~,ooo paid into the Sp»cial Acccmnt 

Intended disbursements by the end of 
1974 

Represents mininnim cc·•i'xik:tion 

Has contributed :~G~; ~.:;.Ilion to Arab 
regional funds and over $500 million 
bilaterall~r 

In addition to the share in the SEC 
contribution 

Has contribtited $90 million to Arab 
regional funds 

In addition, assistance is given to 
drought and flood stricken countries 

In addition to the share in the EEC 
contribution. Emergency assistance 
disbursed prior to 30 June 1974 amounts 
to $36.11 million 

Non-project assistance for fiscal year· 
1974 was $628. 3 million and for fiscal 
year 1975 i.s planned at $689 million 
subject to Congress~onal approval 

In local c•l.I'rency 

Intended disbursement $86 million 
provided Arab Ftlnd for alleviation of 
the effects of high oil prices is 
transferred to the Bank as requested by 
OAU Council of Ministers 

Intended disbursements by the end of 
1974 from the Organization of Arab 
Petroleum Exporting Coui1tries ( OAPEC) 
special account 
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Secretary-General's Special Account as at 1 November 1974 

Contributors 
Commitments 

in 1974. 
Receipts 
to date Observations 

(In millions of United States dollars) 

1. Algeria 

2. European Economic 
Community 

3. Iceland 

4. Iran 

5. Netherlands 

6. Norway 

7. Saudi Arabia 

8. Sweden 

9. United Arab Emirates 

10. Venezuela 

11. Yugoslavia 

12. Private donations 

TOTAL 

20 

30 

0.04 

20 

16. 35 

2.8 

30 

11.41 

10 

Bo 

3.2 

223.80 

0.04 

6 

30 

11.41 

10 

30 

Source: United Nations Doc. A/9828, 6 November 1974 

Of which $10 million is 
earmarked for specified 
countries 

$10.35 million allocated for 
the purchase and transport of 
fertilizers 

$500,000 earmarked for Honduras 

$50 million promised for early 
1975 

In local currency 

Received $100 
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Flow of Official Development Assistance 
Measured as a Percent of Gross National Product" 

1980d 

Required for 
1960 1965 1970 1971 1972 1973 1974 1975 Case I Case II 

Australia .38 .53 .S9 .S3 .S9 .44 .S3 .S4 

Austria .11 .07 .07 .08 .13 .13 .13 

Belgium .88 .60 .46 .SO .SS .S1 .S6 .62 
Canada .19 .19 .42 . .42 .47 . .43 :.s1 .S1 
Denmark .09 .13 .38 .43 .4S .. 47 .49 .SO 
France 1.38 .76 .66 .66 .67 .S8 .SS .51 

Germany .31 .40 .32 .34 .31 .32 .30 .28 
Italy .22 .10 .16 .18 .09 .14 .10 .08 

Japan .24 .27 .23 .23 .21 .25 .24 .24 

Netherlands .31 .36 .61 .58 .67 .54 .61 .65 
New Zealandb .23 .27 .36 .47 

·Norway .11 .16 .32 .33 .41 .45 .63 .65 

Portugal 1.45 .59 .67 1.42 .1.79 .71 .47 .42 

Sweden .OS .19 .38 .44 .48 .56 .69 .70 
Switzerland .04 .09 .15 .11 .21 .15 .15 .15 

United Kingdom .56 .47 .37 .41 .39 .35 .34 .32 

United States' .53 .49 .31 .32 .29 .23 .21 .20 

GRAND TOTAL 
-ODA$ millions 

(current prices) 4665 5895 6832 7762 8671 '9415 10706 11948 16760 . 24400 

-ODA 1973 prices 7660 9069 9346 9976 10059 9415 9391 9452 9259 13480 

-GNP$ billions 
(current prices) 898 1340 2010 2218 2550 3100 3530 4100. 8200 8200 

-ODA as% GNP .52 .44 .34 .35 .34 .30 .30 .29 .20 .30 

-ODA Deflator 60.9 65.0 73.1 77.8. 86.2 100.0 114.0 126.4 181.0 181.0 

'Countries included are members of OECD Development Assistance Committee, accounting for 
more than 95% of total Official Development Assistance. Figures for 1973 and earlier years are 
actual data. The projections for 1974 and 1975 are based on World Bank estimates of growth of 
GNP, on information on budget appropriations for aid, and on aid policy statements made by 
governments." Because of \he relatively long period of time required to translate legislative 
authorizations first into commitments and later into disbursements, it is possible to project 
today, with reasonable accuracy, ODA flows (which by definition represent disbursements) 
through 1975. 

bNew Zealand became a member of the DAC only in 1973. ODA figures for New Zealand are not 
available for 1960-71. · 

'In 1949, at the beginning of the Marshall Plan, U.S. Official Development Assistance amounted 
to 2.79% of GNP. . . 

dCase I leading to a -0.4% change in GNP per capita per annum in countries with incomes of 
under $200 per capita would require ODA of $16.7 billion (.20% of DAC GNP) in 1980; Case II 
with 2.1% growth in GNP per capita would require $24.4 billion (.30% of DAC GNP) in that year. 

Source: Robert S. McNamara, address to the Board of 
Governors of the World Bank Group, September 30, 1974 

·, 



Attachment 5 

SUBSIDY FUND REQUIRED 
(% of face value of loan) 

INTEREST PAID BY 
MATURITY GRACE SUBSIDY FUND 

LOAN TYPE (years) 3% 4% 5% 

PROJECT 20 4 14.07% 18.76% 23.45% 

PROGRAM 20 4 20.77% 27.69% 34.61% 
(more rapid disbursement) 

PROJECT 20 7 i5.33% 20.44% 25.55% 
(extended grace period) 

PROJECT 35 4 21. 40% 28.54% 35.67% 
(extended maturity) 

PROJECT 35 10 22.36% 29.81% 37.26~ 

(extended grace and maturity) 

Source: World Bank staff study 
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Boarcl of Governors · 1974 Annual Meeting · Washington, O.C. 
INTERNATIONAL BANK FOR RECONSTRUCTION _AND DEVELOPMENT 

'' 

Information Bulletin No. 1 
======.:::..-.:::...:...:...-:-.:::.:;:=...~:--·--------------·--·-----------

VOTING POWER AND SUBSCRIPTIONS 
OF MEMBER COUNTRIES 

(As of September 30, 1974) 

(four pages) 

_ Voting Power 
Number Per Cent 

Total SU:bscri:etion 
Per Cent 

Member of of Amount of 
Votes Total * Total 

Afghanistan 550 .19 . 30.0 .12 
Aigeria 1,359 . .47 110.9 .43 
Argentina 3,983 1.39 373.3 1.46 
Australia 5,921 2.06 576.1 2.22 
Austria 2,554 .89 230.4 .90 
Bahamas 421 .15 17.1 .01 
Bahrain 335 .12 8.5 .03 
Bangladesh 1,317 .46 106.7 .42 
Barb&lOS 361 .13 11.1 .o4 
Belgium 5,795 2.02 . 554.5 2.17 
Bolivia 460 .16 21.0 .08 
Botswana 293 • 10 4.3 .02 . 
Brazil 3,983 1.39 373.3 1.46 
Burma 757 .26 50.7 .20 
Burundi 400 .14 15.0 .06 
Cameroon 450 .16 20.0 .08 
Canada 9,668 3.37 941.8 3.69 
Central African Republic 350 .12 10.0 .04 
Chad 350 .12 10.0 .04 
Chile 1,193 .42 94.3 • 37 
China 7,750 2.70 750.0 2.94 
Colombia 1,183 .41 93.3 • 37 
Congo, People's Republic of 350 .12 10.0 .• 04 
Costa Rica 357 .12 10.7 .04 
Cyprus 472 .16 22.2 .09 
Dahomey 350 .12 10.0 .04 
Denmark 2,461 .86 221.1 .87 
Dominican Republic 393 .14 14.3 .06 ' 
Ecuador 431 .15 18.1 .07 
Egypt, Arab Republic 'of 1,671 .58 142.l .56 
El Salvador 370 .13 12.0 .05 
Equatorial Guinea 314 .11 6.4 .03 
Ethiopia 364 .13 11.4 .o4 
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Fiji 361 .13 11.1 .04 
Finland 1,871 .65 162.1 .63 
France 13,042 4.55 1,279.2 5.01 
Gabon 370 .13 12.0 .05 
Gambia, The 303 .11 5.3 .02 
Germany, Federlll. 

Republic of 13,903 4.85 1,365.3 5.34 
Ghana 984 .34 73.4 .29 
Greece 986 .34 73.6 .29 
Guatemala 373 .13 12.3 .05 
Guinea 450 .16 20.0 .08 
Guyana 421 .15 17.1 .01 
Haiti 400 .14 15.0 .06 
Honduras 334 .12 8.4 .03 
Iceland 434 .15 18.4 .01 
India 9,250 3.23 900.0 3.52 
Indonesia 2,450 .85 220.0 .86 
Iran 1,830 .64 158.0 .62 
Iraq 948 .33 69.8 .21 
Ireland 1,282 .45 103.2 .40 
Israel 1,358 .47 110.8 .43 
Italy 8,775 3.06 852.5 3.34 
Ivory Coast 615 .21 36.5 .14 
Jamaica 696 .24 44.6 .17 
Japan 10,480 3.65 1,023.0 4.oo 
Jordan 437 .15 18.7 .01 
Kenya 650 .23 40.0 .16 
Khmer Republic 464 .16 21.4 .08 
Korea 932 .33 68.2 .27 
Kwait 944 .33 69.4 .27 
Laos 350 ' .12 10.0 .04 
Lebanon 340 .12 9.0 .04 
Lesotho 293 .10 4.3 .02 
Liberia 463 .16 21.3 .08 
Libyan Arab Republic 450 .16 20.0 .08 
Luxembourg 450. .16 20.0 .08 
Malagasy Republic 469 .16 21.9 .09 
Malawi 400 .14 15.0 .06 
Malaysia 1,837 .64 158.7 .62 
Mali 423 .15 17.3 .01 
Mauritania 350 .12 10.0 .04 
Mauritius 438 .15 18.8 .01 
Mexico 2,530 .88 228.0 .89 
Moroeco 1,210 .42 96.0 .38 
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Nepal 362 .13 11.2 .04 
N.etherlanda 6,173 2.15 592.3 2.32 
New Zealand 1,966 .69 ln.6 .67 
Nicaragua 341. .12 9.1 .o4 
Niger 350 .12 10.0 .o4 
Nigeria 1,402 .49 115.2 .45 
Norway 2,298 .Bo 204.8 .80 
Oman ' 310 .11 6.o .02 
Paltistan 2,250 .78 200.0 .18 
Panama 426 .15 17.6 .01 
Paraguay 310 .11 6.o .02 
Peru 985 .34 73.5 .29 
Philippines 1,572 .55 132.2 .52 
Portugal 1,050 . .37 80.0 .31 
Qatar 421 .15 17.1 .01 
Romania 1,871 .65 162.1 .63 
Rwanda 400 .14 . 15.0. .06 
Saudi Arabia 1,393 .49 114.3 .45 
Senegal 583 .20 33.3 .13 
Sierra Leone 400 .14 15.0 .06 
Sin€'.a1>0re 570 .20 32.0 .13 
.Somalia 400 .14 15.0 .06 
South Africa 2,980 1.04 273.0 1.07 
Spain 3,621 1.26 337.1 1.32 
Sri Lanka 1,077 .38 82.7 .32 
Sudan 850 .30 60.0 .23 
Swazjland 318 .11 6.8 .03 
Swed.::-,n 3,023 1.05 277.3 1.09 
Syr~an Arab Republic 650 .23 4o.o .16 
Tanzania 600 .21 35.0 .14 
Thailand 1,393 .49 114.3 .45 
Togo 400 .14 15.0 .06 
Trinidad and Tobago 785 .27 53.5 .21 
Tunii:>ia 623 .22 . 37.3 .15 
Turk.r::y 1,536 .54 128.6 .50 
Uganda 583 .20, 33.3 .13 
United Arab Emirates 378 .13 12.8 .05 
United Kingdom 26,250 9.15 2,600.0 10.18 

I\ 
United States 64,980 22.66 6,473.0 25.34 
Upper Volta 350 .12 10.0 .04 
Uruguay 661 .23 41.1 .16 
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Venezuela 2,222 .77 197.2' .11 
Viet-Nam 793 .28 54.3 .21 
Western Samoa 267 .09 1.7 .01 
Yemen Arab Republic 335 .12 8.5 .03 
Yemen, People's 

Dem. Rep. ot 498 .17' 24.8 .10 
Yugoslavia 1,428 .50 117.8 .46 
Zaire 1,210 .42 96.0 .38 
Zambia 783 .27 53.3 .21 

Totals 286,739 100.00* 25,548.9 100.00* 

:A: Millions ot U.S. dollars of the weight end l':i.nencss in effect on 
Jul;{ l, 1944. 

* May differ from the sum of the individual percentages shown because ot 
rounding. 
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