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THE POSSIBILITY OF A RESOURCE WAR IN
SOUTHERN AFRICA

WEDNESDAY, JULY 8, 1981

HouskE oF REPRESENTATIVES,
CoMMITTEE ON FOREIGN AFFAIRS,
SUBCOMMITTEE ON AFRICA,
Washington, D.C.

The subcommittee met at 1:40 p.m., in room 2255, Rayburn
House Office Building, Hon. Howard Wolpe (chairman of the sub-
committee) presiding.

Mr. WoLpPE. The subcommittee will come to order.

In recent months there has been increasing concern among
Americans about the threat of a resource war in southern Africa.
Newspaper and magazine articles and advertisements have warned
that the Soviet Union is engaged in a strategy to achieve domina-
tion over southern Africa in order to deprive the West of strategic
minerals essential to its industrial and military systems.

Last September, no less a figure than Alexander Haig told the
Subcommittee on Mines and Mining of the House Interior and
Insular Affairs Committee that:

The era of the Resource War has arrived.

And

Should future trends, especially in Southern Africa, result in alignment with
Moscow of this crucial resource area, then the U.S.S.R. would control as much as 90
percent of several key minerals for which no substitutes have been developed, and
the loss of which could bring the severest consequences to the existing economic and
security framework of the free world.

Western nations do depend on southern Africa for approximately
half of their consumption of such strategic minerals as cobalt,
chromium, manganese, and platinum group metals. The West
would be vulnerable to any lengthy interruption of strategic miner-
als from southern Africa.

Unlike Western Europe and Japan, the United States has stock-
piles amounting to several years’ supply of each of its key mineral
imports from southern Africa, so it would be relatively less affected
by short-term cutoffs—under 2 years. But a lengthier interruption
would result in major problems of industrial adaptation, as well as
some added inflation in the West.

In time, the West could help meet these problems through exploi-
tation of domestic and foreign resources, and through use of exist-
ing or new technologies of substitution, recycling, and conservation.

What we propose to examine during this hearing is not the basic
facts of dependency and vulnerability, which are increasingly well

(L
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understood, but the political scenarios and policy assumptions in-
cluded in the concept of a resource war in southern Africa.

Is Soviet foreign policy now emphasizing control over southern
African minerals to either meet its own increasing needs or to
weaken the West?

How influential are the Soviets and their surrogates in the
region, and what constraints exist on their potential power?

What has been the experience of Soviet-aided regimes and liber-
ation movements in Africa regarding their economic relations with
the West, and are there any lessons here for the case of strategic
minerals?

What is the likelihood of lengthy cutoffs of strategic minerals
from the region, rather than short, intermittent ones, over the next
decade?

What can the United States do in pursuing its southern African
policy, to reduce the chance of a damaging denial of strategic
minerals or extreme price manipulations?

To help the subcommittee explore these questions, we have invit-
ed a distinguished panel of expert witnesses to give testimony
today.

Congressman Jim Santini, of Nevada, who has done an enormous
amount of work on this problem and is the chief sponsor of the
proposed National Mineral Security Act of 1981, had planned to
testify before this hearing, but had to withdraw due to a necessary
change in our hearing schedule.

Rear Adm. William C. Mott, U.S. Navy, retired, is executive
director of the Council on Economics and National Security, a
project of the National Strategy Information Center, an independ-
ent foundation. Admiral Mott, who is also an attorney, served
recently as a member of the task force appointed by President-
elect Reagan to recommend executive and legislative action on the
problem of critical minerals.

William Severin, a private consultant, worked for the Central
Intelligence Agency from 1951 to 1980. From 1958 on, he was an
industrial economist and analyst for the U.S.S.R. and Eastern
Europe, and his work centered mainly on nonfuel mineral indus-
tries.

Robert Legvold is a senior fellow with the Council on Foreign
Relations and director of its Soviet project. He is also an adjunct
professor of political science at Columbia University. Among his
numerous writings is a book on Soviet policy in West Africa.

Finally, Robert Price is a professor of political science at the
University of California at Berkeley, and associate director of its
Institute of International Studies. Professor Price has also written
widely, and his most recent book is “U.S. Foreign Policy in Sub-
Saharan Africa: National Interest and Global Strategy.”

Let me invite each of our witnesses this afternoon, if they would,
to summarize rather than to read their written texts; and if possi-
ble to confine these summaries to about a 5-minute range if at all
possible, in order to allow maximum time for questioning and for
dialog this afternoon.

The full text, of course, of your testimony will be included within
the body of the record.
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With that, I would like to call first upon Rear Admiral Mott to
open the testimony. :

STATEMENT OF REAR ADM. WILLIAM C. MOTT (U.S. NAVY, RE-
TIRED), EXECUTIVE DIRECTOR, COUNCIL OF ECONOMIC
AND NATIONAL SECURITY

Admiral Motr. Thank you, Mr. Chairman.

I might say that I first became interested in this subject over 20
years ago when 1 was made the chairman of the American Bar
Association’s Committee on Education About communism, a com-
mittee which was formed by a man who now sits on the Supreme
Court of the United States, Justice Lewis Powell—like me a former
intelligence officer. He was in OSS.

Mr. WoLpE. Could I ask that you use the microphone?

Admiral Morr. So, I am particularly interested in this from the
standpoint of a Sovietologist and student of the aims, objectives,
and practices of communism.

I think it might be useful, Mr. Chairman, if I were to send up to
you a set of photographs which will give you an idea of the geogra-
phy of the resource war.! I learned when I was a midshipman that
a picture sometimes helps to work the problem.

They are all different, let me just take them one at a time, then
you can pass them along. The first picture that you have (figure 1)
1s a picture of the Middle East, and the red line that you see there
envelops 60 percent of the world’s known oil reserves.

There does not seem to be any doubt that the Soviets have in
mind getting to this in one way or another. Of course, it is very
cheap oil which costs about §1 a barrel to extract, whereas it costs
the Soviets about $18 a barrel to get it out of the permafrost.

Now, Stalin well understood this. The beauty of talking about
this subject is that the Soviets let us know exactly what they are
up to.

Idwill tell you what Stalin had to say about the resource war. He
said,

If Europe and America may be called the front or the arena of the major battles
between socialism and imperialism—

And that is us—

The unequal nations and the colonies with their raw materials, fuel, food, and vast
store of manpower, must be regarded as the rear, the reserve of imperialism. To
win—

And they always use that word-—

To win a war it is necessary not only to triumph at the front, but also to revolution-
ize the enemy’s rear—

To revolutionize his reserves. That is actually what they are up
to in Africa as well as in the Middle East.

Hence,
Stalin says,

The victory of the world proletarian revolution may be regarded as assured only if
the proletariat is able to combine its own revolutionary struggle with the liberation
movement of the laboring masses of the unequal nations and the colonies against
the rule of the imperialists and for the dictatorship of the proletariat.

' The material referred to appears at the conclusion of Admiral Mott's prepared statement.
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Now, a lot of people say, “Well, they were de-Stalinized, we do
not have to pay any attention to what he says any more.” But I
have a group of Sovietologists headed by Ambassador Kohler who
are producing a monograph that can trace these same objectives
and practices from Lenin right through to Brezhnev. They have not
changed at all. Khrushchev made a speech about this at the Uni-
versity of Jakarta in 1960 which I quoted in my statement.

Now, another source of persuasive evidence that we are involved
in a resource war in Africa are the Soviet defectors.

Just a few days ago in my capacity as editor of the American Bar
Association Intelligence Report—a copy of which I would hand up
to you, sir—I journeyed to London to talk to some defectors. One of
them being a very beautiful lady defector, and the other one being
a longtime member of the KGB who had a hair-raising escape
from Geneva, which is a nest of espionage for the Soviet Union.

So, I put the question to him, sir, that I thought you might ask
me, directly. I said,

There have been reports in the West that it is official Soviet policy to wage what
has been called a resource war by progressively denying the West access to vital
raw materials. In your KGB experience, did you hear talk about the resource war
and could you tell me what you know about the direct involvement of the KGB in
this war?

This is a recent defector, Ilya Dzhirkvelov, who is still under
protective British custody in London. He met me in a safe place
under the control of the Royal Air Force.

His answer was quite direct, he said,

The Soviet Government has been paying much attention to the resource war since
the mid 1940s. It started with oil. As early as in 1945 or 1946 the Soviet Iranian Oil
Company called Kivirhurian was formed. The Soviet director of the company was a

KGB officer, a trained oil specialist. Mossadegh came in and tock that over, so they
did not succeed that time.

But very significant from the point of view of the resource war
was the turn in the long-range Soviet policy toward the Arab
countries and Israel. He pointed out to me that Stalin deliberately
made this change, although the people in the KGB, including him-
self, thought it was a mistake because they thought they had a
much better chance of gathering intelligence through Israel than
they did through the Arabs.

But he decided to support the Arabs and the reason we were told in the KGB was

oil. The anti-communist mood of the late Egyptian President Nasser was ignored. It
was his pan-Arabic designs that tempted the USSR to gain control.

Then he added to me,

It is worth stressing that at that time the USSR had virtually unlimited oil
resources and therefore the Soviet interest in the Middle East oil was clearly
political.

He tells about a meeting he had with a man named Patolichev,
the head of foreign trade. He stressed that the Soviet Union was
after the oil of the Middle East. I still believe they are after the oil
in the Middle East, and I believe they may make a move toward it
very soon.

As for the role of the KGB in the Resource War, it is serious enough—

I am now quoting from Ilya Dzirkvelov—

Both the KBG and the GRU are gathering intelligence worldwide of the availability
of various resources to enable the Soviet leadership to act precisely in the way
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which would hurt the Western countries most. Then, the KGB is ordered to concen-
trate its efforts on the countries important for their mineral resources—both to
obtain more information and to influence the events in those countries. Stalin’s goal
of depriving the West of the mineral resources of the planet is still pursued in the
USSR and by the KGB.

Now, even such a distinguished figure as Dr. Andrei Sakharov
has told us the same thing in messages that he has sent from his
house confinement in the Soviet Union.

You already mentioned what Al Haig said when he appeared
before the Santini committee, He said, “As one assesses the recent
stepup of Soviet proxy activity in the Third World, in Angola”—
which is one of the countries concerned in one of the pictures 1
sent up to you (fig. 3) have up there, one of those colored photos—
“Bthiopia, Southern Yemen, and the December 1397% unprecedented
invasion of Afghanistan by regular Soviet forces, then one can only
conclude that the era of the Resource War has arrived.”

I also have a long quote in the ABA Intelligence Report from the
chief intelligence officer of the United States, Bill Casey, who, by
the way, was one of the founding directors of my organization, the
National Strategy Information Center.

He gave a speech on this subject, which I have reprinted in full
in this American Bar Association Intelligence Report, in which he
spells out in lavender our dangerous situation and why he thinks
we are in the kind of war we are talking about.

Mr. Chairman, if I were to pick two officers of the executive
department that I would want on my side in any dispute as to
whether there is a resource war or not, I would pick out the man
who formulates the foreign policy of the United States and the
man who collects the intelligence and evaluates it. Those two men
are Al Haig and Bill Casey. Both of them have gone on the record
in this area.

Now, I would like to have you take a look at that photo that I
have sent up to you (fig. 8 showing you where the Cubans are in
Africa. They are in 12 countries.

Mr. Chairman, those Cubans did not walk across the water from
Cuba to go into those 12 African countries. They were brought
there in Soviet transports and they are there to carry out the will
of their masters for whom they are the surrogates.

_ They are not there, as Andrew Young once said, as a stabilizing
influence—they are there as a destabilizing influence. I think we
should have very great concern about the presence of the Cubans.

The numbers that I have on that chart are really not material
because there are Soviet transports that can move them from
Angola up to Ethiopia, or to South Yemen, or Afghanistan, or
Zr%yyvhere else they want. We have no comparable presence in

rica.

One of the great problems of this book, “South Africa—Time
Running Out,” which I have read, which you may have read—I
saw one of you have a copy of it up there—that they did not have
anybody that understood the military on the writing staff at all, or
geopolitics either because they do not seem to think that the re-
source war is a problem. They do not seem to think that the Cape
of Good Hope waterway is a problem where 26,000 ships a year
pass—26,000 ships. They said, “Well, that does not mean anything,
they could go some other way.”
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Well, there was not anybody on there who knew anything about
navigating ships or ever heard of the “Roaring 40's.” If you have
ever been down in that area, it is about the worst weather in the
world surpassed only by the screaming 50’s. That is why these
tankers hug the coast to go around the Cape of Good Hope. They
break apart in the 40's or 5(0's.

Now, let me just very quickly turn—I answered each one of your
questions seriatim, which you gave me—but in the end you asked if
I had any suggestions, and that is really the sticky part there for
any witness, Mr. Chairman.

Reassessing foreign policy in Africa is a delicate and sometimes
messy business, as I think Mr. Crocker discovered in his first trip
down in that area. It is much easier to offer advice than it is to
implement it.

I offer the following suggestions: There should be a mechnism set
up in the executive department—and this was part of the recom-
mendations of the Reagan task force on strategic minerals which
you referred to earlier—such as the old National Security Re-
sources Board which could be put into effect by the stroke of a
pen—the legislation already exists—to review our mineral needs
and to make recommendations to the President as to how they
should be made.

There should also be established a Presidential Resource Adviso-
ry Board made up of distinguished scientists, minerals users, and
mining representatives, to evaluate our stockpile. Our stockpile is
not in as good condition, Mr. Chairman, as you indicated.

Cobalt, for instance, is at about 48 percent of authorized levels,
and there is considerable doubt as to whether the kind of cobalt we
have in there is fit for today’s high technology. That is why we feel
that there should be both a qualitative and a quantitative evalua-
tion of what is in the stockpile by an outside group.

That is because I do not trust bureaucrats on the inside, I want
an outhouse group, not an inhouse group to advise the President as
to what should be done with respect to the stockpile.

I testified before the House Armed Services Committee a couple
of weeks ago that I oppose the selling of anything from the stock-
pile, or buying or anything for the stockpile until we had that kind
of an evaluation. I think my recommendation ran up against Mr.
Stockman and did not get anywhere.

The United States should take the lead in developing a tri-
oceanic strategy through which we and our allies concerned would
work together to provide security to minerals production—not only
minerals production, oil as well, and the transportation routes.

General Haig has endorsed this concept in principle in the same
testimony to which you referred in your opening statement.

Meanwhile, the United States should increase its naval and mili-
tary presence in the Indian Ocean by acquiring and improving base
rights. If you look at those choke points on the chart I provided
(fig. 2) you will see some of those, like Al Masira Island. We should
strengthen Diego Garcia, and somehow or other we should reassess
our self-imposed prohibition of the use of South Africa’s ports and
dry dock facilities.
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Now, 1 know that gets into a sticky area that requires some
rapprochement with South Africa which I think would include the
following elements:

No acceptance of apartheid. Nobody in America, especially in the
Congress, can get up and say, ‘I approve of apartheid.” No individ-
ual can, certainly not anybody named Mott. If you go over there
you will find Lucretia Mott in the Capitol Gallery. She was the
first president of the Equal Rights Conference in this country when
it \Eas formed in 1866. So, nobody named Mott can approve apart-
heid.

We need to encourage through quiet diplomacy—and I mean
quiet diplomacy—the influence of labor—and labor is very impor-
tant in this work; the church—and [ do not mean the nosey
church, either; and business groups for elimination of apartheid—
but by evolution, not by revolution.

When Dr. Leon Sullivan went to South Africa, when he was on
General Motors' board, he first had made a recommendation that
we ought to pull everything out that General Motors has in South
Africa. They said, “Well, Dr. Sullivan, why not go down and inves-
tigate and report at the next board meeting.”

When he came back and reported at the next board meeting he
said, “I made a mistake.” He said, “If we pulled out, if all the
American corporations pulled out of South Africa, there would be a
revolution and 1 million people would be killed; and 98 percent of
them would be black.” That is how the Sullivan principles came
into being for the operation of American corporations in South
Africa. We should continue that.

But there should be no didactic dictation, “Do it our way or
else.” Mr. Chairman, our country’s record on civil and human
rights from 1620 to date is nothing to be proud of. In fact, it is
shameful, and it gives us no right to pound the table and say, “You
guys in South Africa must make a quantum leap in human rights
to where we think we are today’—and there are a lot of women
who do not think we have gone far enough—“or we will not do
business with you.”

Someone might ask us how our aborigines, the American Indi-
ans, have fared under our solicitous care.

Then, finally, we should extend foreign aid to the countries of
southern Africa. Not just in block money grants but in the kind of
aid we know best, farming techniques, for instance.

For example, when Zaire, Zambia, and Mozambique were colo-
nies they were net exporters of food and they had positive gross
national products. Now, they are net importers of food from, guess
where? South Africa. (See fig. 5—Southern Africa railnet.) That is
where they get their extra maize to feed their people. They have
minus GNP’s.

Surely, America could find a way to reverse these discouraging
statistics in these countries.

Finally, in a word, we should try to lead and not dictate or set
conditions precedent to cooperation and action. Thank you, Mr.
Chairman.

[Admiral Mott’s prepared statement follows:]
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to the enly customers that exist for them——the U.5., Western Europe and

Japan.

Short—term Supply Interruption

The resources war scenario, whereby southern African stares allied
with the Soviet Union undertake a2 political strategy of resource denial,
represents only one Form of western wvulnerahility in respect to strateplc
minerals. Ancther and far more plausible vulnerability exists in the
arca of short-term interruptions in supply produced by political upheavals
that disrupt mining operations or transportatlon facildtdes. It dis
important to distinguish these two forms of vulnerability because the
policy implications of each are quite different. The threat of a resources
war calls forth an interventiomist policy so as to prevent radical
political transformation and centain the spread of Soviet influence; the
political upheaval/supply Interruption scenario points toward a strategy
of prudent stockpiling.

The key things te understand about the threat of supply interruptiom
stemning from political insurgency is that it Is limdted in regard to both
effect and duration, While future insurgent violence in South Africa
could well interfere with the smooth flow of mineral supplies, it is
difficult to concelve of a situation in which such dnterruption was total.
Insurgent viclence could have an effect on some mines, railroads and ports,
but it is hardly likely to shut down all the mines and weans of transpor-
tation simultaneously., Thus, while Western supply vulnerability to
political upheaval in the key South African source is real, it should not
be exaggerated, Political upheavals in southern Africa, even when Lhey

affect supplies, are not going te produce the kind of complete shutdown
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and resultanc crises In the industrial world that is envisioned in the
regources war scenatio.

Because both the status—quo government and the insurgents, should they
be successful, have a very strong Interest in restoring mineral exports--—
they are their chief means to rebulld their economy and society--supply
interruptions can be expected to be only temparary affairs. Consequently,
the stockpiling of strategic minerals which the West imports from southern
Africa is the appropriate means to deal with wulnerability pesed by
political upheaval. The United States has since the 1950s stockpilled such
mirerals, and the current stockplle of manpanese, chromium and platinum-
group metals is sufficient to cover over two years of U.5. consumption.
The Europeans and Japanese have been less effective at building stockpiles
and this iz a cause for concern, =since In the event of a supply diaruption
the United States would be called upon to share its stockpiled reserves
with its allies, The answer., of course, is encouragement and pressure
upen U.§. allies to gradually build their own stockpile of strategic
minerals.

Thug, while dependence on southern African minerals creates U.S.
vulnerabilities in the event of revolutionary uphesval, especially in the
Republic of Suuth Africa, these are vulnmcrabilities that can be relatively
easily managed. A prudent policy of gradually building the U.$. stockpile
in arecas im which it is low, and of encouraging allies to do likewise, is

what the situation calls for.
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Mr. WoLpe. Thank you very much. I want to thank all the panel
members for the thoughtful testimony, provocative testimony in
terms of the variety of issues raised.

I would like to begin by asking a general question of the entire
panel. Over the past several months, the debate has unfolded in
the media and foreign policy spokesmen from the administration
have taken the general approach that indeed there is a resource
war about which Americans ought to be concerned—or if not a
war, at least we need to be concerned with the potential of that
war evolving and therefore we need to adopt a different approach
toward the Republic of South Africa, specifically an improvement
of our formal relationship, not one raising apartheid, nonetheless,
one that would provide greater legitimacy to South Africa and in
the world at large.

I would like to just get reactions to the following proposition that
even if one assumes the existence for the moment, if you will—just
for purposes of argument—of the premise that Rear Admiral Mott
spelled out so forcefully that indeed we are into a situation in
which one needs to be vitally concerned with Soviet intentions,
motivation, that indeed we are in the midst of a resource war.
Even if one begins with that premise, does it really follow that the
end product of that premise is indeed a cloge relationship with
South Africa? :

I raise that in the context of the variety of observations con-
tained in the testimony of all of you. For example, Rear Admiral
Mott points out in one of the charts that he presented to the
committee that the number of minerals~——

A-dmiral Mortt. I only lent them to the committee, sir. I have
copies.

Mr. WoLrpk. | promise—we will return them.

Admiral Morr. I have copies, however, in black and white,
should you desire to reproduce them.

Mr. WoLrk. [ appreciate that, thank you.

In this exhibit (fig. 4), there are a number of minerals that
represent strategic importance to the United States, that are actu-
ally located outside of the boundaries of the Republic of South
Africa—in Namibia, uranium; in Zaire, cobalt; in Zambia, copper
and cobalt; in Zimbabwe, chromium. In short, a number of strate-
gic minerals reside within black-controlled countries.

I guess one question I would ask: Does the posture that will be
perceived, at least on the African Continent, of rapprochement in a
sense to South Africa, risk doing violence to our own strategic
interest with respect to mineral dependency in black-controlled
Africa? That is one question.

Second, to the extent that those minerals are important in South
Africa, and to the extent the Soviets may indeed be intent upon
trying to secure, either through denial to us or use for themselves,
does it not follow—which is much more important—20 years from
now, do we not run the risk that occurred in Iran in essentially
identifying ourselves with an inherently unstable regime in creat-
ing a situation with the successor regime where unnecessarily the
United States is their adversary?

I would be interested in eliciting response from the panel.
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Admiral Mort. Mr. Chairman, since you are talking about my
charts let me say, I think most all of the countries down there are
unstable in one way or another. I feel that a lot of talk which went
on, I guess, day before yesterday at the meeting of the African
countries—less South Africa—about the United States having
made an “unholy alliance” with South Africa was to a large extent
rhetoric.

If you will take a look at another chart (fig. 5) that I sent up
there, sir, that shows the railroad system in South Africa and in
Angola, and in the other countries down there,

You will soon discover that the only way these people can get
their minerals out of Southern Africa—unless they fly them, I am
talking about Zambia and Zaire, and Rhodesia—is through South
Africa. The Benguela Railroad which might be used to bring cobalt
came out of Shaba Province, Zavimbi blows up every other week
and it is not worth a damn to get stuff out.

So, they are dependent on South Africa which has the only
efficient railroad system in that part of the world to not only get
their products out, but to get the food they need in.

So, I just feel that while they have made a lot of noise about
wanting to embargo South Africa, probably the last thing they
really wanted to do was to have that take place. Because, let us
face it, they are dependent on South Africa not only to get their
exports out, but to get their imports in and to get their food in.

Yes, they have taken the position, their organizations, that South
Africa is a moral leper and ought to be treated as a moral leper.
But I do not really think they mean it, from the observations that I
have had and from talking to people that do business over there.

| am, as [ said in my statement, not an advocate of going into
South Africa without trying to bring about a change in their poli-
cies, and to help them to bring about a change in their policies
with respect to apartheid—that is what the Sullivan principles are
all about.

We have to be careful, that is true. That is why [ am very happy
that this administration is still evaluating the situation. They rec-
ognize that there is this delicate balance there that you talk about,
that we cannot, let us say, jeopardize the oil that we get from
Nigeria which, I believe, is the second largest exporter of oil to the
United States and the world, next to Saudi Arabia.

They have threatened from time to time—and again T think a
good part of it is rhetoric—“If you guys are going to make a deal
with South Africa we are not going to let you have our oil any
more.” S, this should be a constant worry, Mr. Chairman, not only
to the administration but to committees like this committee, the
House Foreign Affairs Committee.

But ! just think we have to give the administration a chance to
work things out. As a military man I just think it is God-awful that
not since 1967 has an American ship been able to make port in
South Africa, even for R. & R.—if you know what that is, rest and
recreation.

Mr. GoopLiNG. He has gone there for 7 weeks to get that. [Laugh-
ter.]
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Admiral Motr. Furthermore, if one of our ships breaks down in
the Indian Ocean and it cannot be repaired by a repair ship, the
only drydock facilities in the area are at Simonstown.

I understand that there is somewhere in the budget way off some
money to build a drydock in Diego Garcia, but otherwise the ship
has to come back to Norfolk or to Subic Bay if they cannot fix it, or
to the west coast.

I just think it is stupid to deny ourselves while we are working
out some kind of a rapprochement with South Africa. Now, sure, it
is going to become more acute 20 years from now because the
minerals are going to start running out.

Nobody said anything yet about what we ought to be doing in
this country. We have a mountain of cobalt up in Idaho, in the
Black Bird Mine. We have cobalt in Missouri. But we also live in a
free-enterprise economy and the company that owns the mountain
and the cobalt out in Idaho is not going to develop that cobalt
unless it is assured somewhere that it is going to make a profit at
the end of the line because the money has to come from its stock-
holders.

Therefore, we ought to invoke title III of the Defense Production
Act, if we can get Mr. Stockman’s permission, to set some kind of a
floor which would encourage Noranda to start mining domestic
cobalt.

Jim Watt was a colleague of mine when I was the head of a
public interest law firm, a sister law firm to his. While he seems to
run into a lot of opposition selling his product, I think he is right
to open up some of our areas for mining exploration and develop-
ment. You have to think that once you find this mineral, under our
environmental laws and under our various restrictive paperwork, it
takes from 10 to 12 years from discovery to production.

Now, one of the things that I hope Murray Weidenbaum is doing,
since he was chairman of the President’s Regulatory Task Force
and also a member of ours on strategic minerals, is to cut that
down to where it would take only 6 years, which is what it takes in
Canada. We have an absolutely disgraceful layer of regulations
which inhibit or prohibit domestic mining. We need to go in that
direction.

Mr. WoLpE. Let me invite the other panelists to respond to this
question ahout whether, if we assume the resource vulnerability,
the resource war premise, does it follow that we move toward
rapprochement with South Africa.

Mr. Price. I think your observation that some of the strategic
minerals that the United States and the West more generally
obtain from South Africa are in fact available elsewhere, they
téherefore do not necessarily represent a vital interest to the United

tates.

I think the observation is only partially, however, accurate. I
think if you eliminate cobalt, for example, and perhaps—and only
perhaps—manganese, I think you are still left with a residue of
extremely important dependence on South Africa which cannot
easily be eliminated.

It is true that Zimbabwe produces chromite ore and ferro-
chrome, but they do so to a less extent than South Africa. In terms
of reserves, in comparison South Africa is estimated to hold 68
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percent of the world’s reserves of chromite ore compared to Zim-
babwe, which has 31 percent.

If you talk about capacity for ferrochrome, which is the way the
industrial countries are moving, for import of ferrochrome rather
than raw chrome, then the balance toward South Africa is even
more extreme dependence—it seems to be growing, if anything.

Other minerals, such as vanadium, platinum-group metals, out-
side of the U.S.8.R. and China, I think that any kind of hard-
headed analysis has to come to the conclusion that South Africa is
very important and indeed is vital in that regard.

The second question, if we assume what I consider totally im-
plausible, that a regime coming to power after a successful plot—
revolution aided by the Soviet Union—they turn around and réfuse
to sell those minerals to the West, if we assume that, does that
force us to the judgment that the United States has to—like it or
not—engage in some rapprochement with the current regime in
the Republic, I think it does not.

I think it does not for one simple fact, or one simple reality
which is often overlooked, and that is that the white South Afri-.
cans, for better or for worse, are quite capable of taking care of
themselves in maintaining the security of their own regime. They
do not need help from the United States in maintaining the secu-
rity of their regime.

I think there is no plausible immediate threat, even within a 20-
year period that somebody mentioned here, that that regime is
going to be overthrown by an insurgency.

So, it does not seem to me, even in the unlikely scenario that you
talked about, that that necessitates the United States providing
support for this regime.

Admiral Motr. I did not propose that, Mr. Chairman. I think we
need them more than they need us in this context.

Mr. WoLprEe. Do the other gentlemen have comments?

Mr. LegvoLrp. Let me adjust the premise of your question in one
respect because I think the issue is not merely what the Soviets
may intend to do, but what they can pull off.

If you assume, as your question does, that the Soviets mean to
deny us those resources and may be able to do so, then almost
certainly any American leadership would be forced to line up with
the South African regime. Faced with such a threat, no U.S. lead-
ership could bother with a more nuanced policy toward the region.
So it is important to distinguish Soviet intention from capability.

But I take it that you do not really mean to hypothesize that the
Soviets have a real possibility of threatening mineral supplies;
rather you are asking whether a U.S. policy more in tune with the
concerns of black Africa may not be a better way to reduce what-
ever opportunity the Soviets may have for troublemaking in the
area. The question then is how far the administration can tilt
toward South Africa without jeopardizing our relationship with
black African nations which are important suppliers of strategic
nonfuel minerals. To be objective I think it can move quite far in
its present direction.

The Reagan administration’s South African policy is not likely to
seriously affect the supply of cobalt from Zambia or Zaire, or the
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supply of manganese from Gabon—and these are the Black African
exporters that matter the most to us.

But the more essential question is whether by moving toward the
South Africans we do not in the longer run risk promoting precise-
ly the viclent and unfavorable political change we hope to pre-
vent—whether in short we are not repeating the errors of our
policy in Iran. The deeper issue is not whether we are putting
mineral supplies at risk. I accept Professor Price’s point that radi-
cal regimes are likely to continue to sell their raw materials and
minerals to us. The real issue is whether a tilt toward South Africa
favors or endangers a peaceful and expeditious transition in that
country and in the region. The deeper issue is far more significant
than the phony issue of a Soviet-sponsored resource war.

The policy judgments involved are difficult to make, but I believe
that on balance a policy moving toward an alinement with South
Africa in the name of countering the Soviet threat is likely to be
counterproductive. But the process by which we assist relatively
stable and speedy change is exceedingly elusive.

Mr. WoLre. Thank you.

Mr. Severin, would you care to comment?

Mr. SEvErRIN. My comments are rather limited. I just have the
feeling that we are talking about a situation which is rather diffi-
cult to assess, first of all, from the standpoint of the availability of
supplies from these various countries.

South Africa, as we have been discussing here, is certainly of
extreme importance. But I have recently come across an assess-
ment of that in which the emphasis really was the thrust to us to
take a more balanced view and realize that throughout Africa,
southern Africa, and even beyond that, there were rather extensive
supplies of minerals that we have a need of.

Now, the problem of making a move, a strong move of rapproche-
ment, is one that may be well intentioned. I think it has to be one
that is rather low keyed if that is one way to put it. But we
certainly have to have a balanced outlook on our dealings with all
of these countries. A heavy-handed type of rapprochement which
entailed a systematic dropping of the existing regime, that would
ceri(:iainly be one that might have some adverse effects down the
road.

I do feel in the last analysis, as Mr. Price has pointed out, that if
we deal with the situations in a rather evenhanded way, that we
will be able to, I believe, have some degree of continuity of rela-
tionships with all of them. And the mere fact that, as he pointed
out very clearly and forcefully, they are more or less locked into
dealing with the United States and its Western allies. That despite
upheavals and temporary dislocations and the like, over the long
haul we can perhaps be able to work things out in a manner that
will hopefully maintain relations down there on a rather even keel.

Mr. Worpk. Thank you very much. -

I will now turn it over to my colleague, Mr. Goodling.

Mr. GoopuiNg. First of all, I think it is important to keep in
mind, in spite of what one or two people in the administration
have said—they have only really been in business, you might say, 3
months. You talk about people being in place and making studies,
making decisions, et cetera.
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As | understand it, the National Security Council is presently
studying this very issue and will eventually make a recommenda-
tion to the President. So, in spite of everything an individual may
have said, that policy has not been set as yet.

I was thinking that the admiral probably was wondering wheth-
er he was invited as a “prong’’ to this side of the aisle or set up, or
what. But I think if we had the four of you take on each other you
would probably hold your own and it would probably be more
interesting to the people who are here than possibly our questions.

Mr. Legvold, you talk about four fears, and then you talk about
credibility. If we had 2 or 3 days I would go down the line and say,
“Now, why should I believe you rather than the admiral,” or,
“Why should I believe you, Mr. Price, rather than the admiral,”
but we do not have that kind of time.

So, I will just ask one guestion and then have to leave and let
the staff member tell me how you all answered.

Setting aside all of the political implications and so on, and
looking only in the best interest of the United States, is it in our
best interest at this particular time to increase the size of our
stockpile of strategic material? Setting aside the fact that, yes, we
should encourage our allies this, that, et cetera. You know how
successful we have always been in encouraging our allies. They
know very well, when the blow comes we will be there to help
them. So, they really do not have to worry about our recommenda-
tions about what they should do.

So, is it in our best interest to increase the size of the stockpiles
in the United States? I think somewhere along the line we will be
asked probably to vote and make a decision on that.

So, that would be my question of all of you. I will let Gardner
tell me what the answers were. The beeper which interrupted you
while you were speaking was saying that, “At 3 o'clock you were
supposed to be some place else, why are you not there?”

Mr. WoLpE. Thank you, Mr. Goodling.

Mr. Severin?

Mr. SEvERIN. The question has in my mind two aspects to begin
with; that is, one is the traditional notion of a strategie stockpile in
which you were obliged to have an adequate supply to carry on
during a war.

Now, the definitions have changed through the years because the
notions have changed, also, of the likelihood of a war we will be
faced with. At one time there was a 3-year supply of most of these
important minerals. It was cut back at one time to 1 year and has
gone through a lot of movement back and forth, reflecting these
different concepts about the type of warfare we might be involved
in. So, there is the strategic aspect.

There is also the concept of an economic stockplle that is, look-
ing more closely at the impact of disruptions. Would we be able to
survive with our economy, our industrial activities in general being
extremely adversely affected by way of interruptions.

So, the question does have this additional dimension which does
complicate it somewhat.

In my mind, I think an approach to it is one that would involve
the distinction that was made earlier, I believe by Mr. Price or
possibly Mr. Legvold, distinguishing between vulnerability and de-
pendence.
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Now, we certainly should look very carefully at the list of our
requirements down the line; very carefully look at the require-
ments in both terms of strategic needs and general industrial needs
and get a fix on that.

But beyond that, to establish just what our sources of supply are.
That is, we have a good neighbor to the north that we can rely on
in a pinch, I think. There are some problems that have emerged
recently, I will be the first to acknowledge, in terms of the chang-
ing political climate up there, the mining industry is up in arms
about some of the provincial governments’ actions and the like.

But I think we can draw a distinction between this question of
vulnerability and dependence, assess the situation from the stand-
point of how much we can rely on certain sources of supply.

We certainly should have as a basic requirement enough to take
care of our strategic needs. Beyond that, of course, the sums of
money might be so great that we would be a little apprehensive
about undertaking the task, it might run into such sums that with
budget cutting and the like underway, we would have not a chance
of a snowball in hell to get an idea like that through.

But it seems to me that these are the sorts of things that would
have to be looked at in order to formulate any policy about what
the levels of this stockpile should be.

Mr. WoLre. Mr. Legvold?

Mr. LecvoLp. Very briefly. First, if we fail to provide an ade-
quate petroleum reserve, as we are failing to do, the question of a
nonfuel strategic mineral stockpile becomes a secondary issue. But
on the question of a strategic mineral stockpile: In principle, it is
desirable to build up such a stockpile. In the short run it is a key
step in dealing with the problem of vulnerability, hence reducing
the significance of dependency. It will permit us to live with a
certain degree of dependency.

If, however, you ask whether the stockpile will actually be
needed in the near future—either because the Soviet Union with
others limits supplies, or more probably because of cutoffs due to
political instability in some region—I would answer that the pros-
pect has almost zero probability. We may see situations like those
in the case of the 1978 incursion into Shaba Province, producing a
2%-fold increase in the price of copper and some shortfall in
supply.

There may also be problems like those following the Soviet with-
drawal as a supplier of large quantities of titanium sponge in 1979.

But as a matter of our sense of security and well-being it is
worth the investment,

Admiral Motrt. Mr. Chairman, the Congress of the United States
and the executive department have been up and down the pike on
this stockpile issue for many, many, many years.

The first idea of stockpiling, if you want to go back to the very
beginning, takes place in Genesis, in the Bible where the Pharaoh
had a dream about seven fat cows and seven lean cows coming out
of the Nile, and he did not understand what it meant. So, he asked
a slave whose name was Joseph and he was told that that meant
there would be 7 years of good crops in Egypt, followed by 7 years
of bad crops.
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He said, “What should I do about it?’ And the answer was,
“Stockpile.”

So, he said, “OK, you are in charge.” So, they had stockpiles all
over Egypt and when the 7 years of famine came, the people had
bread.

That is the whole idea of the stockpile. When our task force, the
Reagan task force, considered this question we recommended to the
President and, as you said the National Security Council—or some-
body said it—is acting on those recommendations now—I believe
Mr. Goodling. There ought to be a qualitative and a quantitative
analysis of the stockpile. We felt that in certain of these areas the
stockpile ought to be brought up to the levels that the Congress of
the United States authorized—not the Executive, the Congress of
the United States.

We also said, sir, that there ought to be certain conditions under
which this stockpile should be opened to industry in this country.
As the law now says, it is limited only to defense and to the
military, so industry cannot get at it.

Now, I just returned from Bonn, Germany, and from Paris and
from London where I went into the stockpile problem with them.
The Germans had a stockpile approved until it came up against
their “Mr. Stockman’ and their “Mr. Stockman” said, “Sorry, we
just do not have the money to put these things in a stockpile.”

In France they do have a stockpile. I talked to the man who was
responsible for it. But it is only about a 2-month supply.

Japan is so jittery that I have been asked to come to Tokyo to
put on a seminar for them on their own vulnerability, which is
pretty close to 100 percent.

Maggie Thatcher does not have enough money either, to put it
into stockpiles, although the British think they should have one.

So, in effect our stockpile is international—it is international. If
they got into real trouble they would look to us to supply them.
They are apt to be the ones to get into trouble first.

I do not know whether any of you have ever heard of Mr.
Houphouet-Boigny who is the President of the Ivory Coast. When
another committee of this Congress asked him about this he said to
them flat out, “If the Soviets could gain control of the natural
resources of Africa, they could take over Western Europe without
firing a shot.” That was his view of the danger.

Of course, as you know, somebody has already mentioned the
invasion of Shaba Province, and another committee of this Con-
gress has reported, as has the AFL-CIO Free Trade Union News,
that the forces that invaded Shaba were trained, organized, and led
from Soviet-Cuban bases in Angola.

It did more, sir, than increase the price of cobalt by 2% times, it
increased it by almost 5 times. The spot price went to $50.

So, I feel that there should be an evaluation of the stockpile. Of
course, the House Armed Services Committee is the one that is
responsible for it and I recommended to them that they should
press the administration to have an evaluation of the stockpile and
to come up with some recommendations as to the future.

Mr. WoLpe. Mr. Price, do you want to comment?

Mr. Price. I may have a few brief remarks.
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PREPARED STATEMENT OF REAR ADM. WiLLIAM C. Morr, U.S. Navy (RETIRED),
Execunive Direcror, CounciL on Economic ann NaTional SEcURITY (CENS),

Your Chairman has asked for my views on a series
of questions. For purposes of clarity and continuity
I will set forth each question and then give my views.

1. Is there persuasive evidence that a primary

motivation of Soviet foreign policy in
Southern Africa (from Zaire to South Africa)
is the acquisition of control over strategic
minerals in order to meet its own industrial
defense and hard currency needs? (Please
focus particularly on chromium, cobalt, man-
ganese and platinum.)

As in the case of o0il, the USSR seeks 'control"
over the supplles of the four minerals mentioned from
southern Africa for two reasons. First, to supply its
own needs at much less expensive cost of production,
but, more importantly, to deny them to the West, with
which it is engaged in a "resocurce war."” Central to
the issues before this Committee is the question
whether such a "resource war" really exists. When faced
with the evidence, only the naive could believe it does
not.

Sovietologists who have studied the question conclude
that it is Soviet doctirine to deny raw materials to the

West. They would produce quotes from Lenin to Brezhnew

to prove their thesis. For instance, Stalin wrote
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One of the constraints of any kind of stockpile is of course the
cost, the impact of the effort of the stockpile on the price of the
commodity. One of the constraints, of course, on the oil stockpile—
though obviously not the only one—is that the governments are
buying up huge quantities of the mineral. That reduces supplies
worldwide and it jacks up the price.

Admiral MotT. And selling it depresses it, too.

Mr. Price. One of the consequences, one of the aspects of stock-
piling in regard to nonfuel minerals, is that their role in industrial
production represents a small input relative to the total inputs for
the products that they are used. Therefore even dramatic increases
in the price, let us say, of chrome do not create as dramatic
increases in the price of stainless steel for which cobalt is used. A
300-percent increase in the price of chrome, for example, would
result in between a 13- and 15-percent increase in the price of
stainless steel.

Manganese is another one of these minerals; it represents only 1
or 2 percent of the cost of steel production. So, dramatic increases
in manganese—while they are not necessarily to be applauded—do
not necessarily mean that it would drive up the price of stainless
steel so high that it would have some sort of catastrophic effect
upon our economies,

So, it seems to me that stockpiling is something that is, at least
in this aspect, feasible.

As far as the United States is concerned, it seems to me that in a
number of these minerals the United States already has stockpiles
which are sufficient for supply during interruptions of a temporary
nature as a consequence of political upheaval—3 years for chrome;
almost 3 years for manganese; less for cobalt and that should be
increased. But the United States is a good way of a distance to an
effective stockpile.

Now, one might want to make and one should, 1 think, make
certain changes which would allow the use of the stockpile for
nonmilitary use. But the stockpile is there, you do not have to
enlarge upon it, it is there. We do not need to be hysterical about
spending billions of dollars to start from scratch.

Now, if the question is, is the stockpile to tide us over a period of
conscious politically motivated resource denial which would be a
long-term denial, it could last for 20, 80 years until the Soviet
Union went away or the regime in Africa changed, well, then no
stockpile is feasible.

So, if you talk about stockpiling, if you want us to talk about it
in terms of the kinds of emergencies, the kinds of exigencies for
which a stockpile would be used—and in those circumstances one
does not have to talk about stockpiles which go beyond, let us say,
3 years, a 3- to b-year period—I would =ay 3 is probably sufficient.

Mr. Wocrpke. Thank you.

Mrs. Snowe.

Mrs. Swowe. Thank you, Mr. Chairman.

I certainly heard some wide-ranging views this afternoon and I
do not know if I am enlightened or confused. But in any case, I
think the first question I would like to ask all of you, in light of the
experience that we face in the Middle East because of our depend-
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ency on oil and in this situation, I think, sensitivity to a cutoff of
strategic materials is one thing and vulnerability is quite another.

What would our alternatives be if, for example, we were to lose
sources of our cobalt or platinum? I mean, where would we find
such alternatives?

In your opinion, what would be the bottom-line scenario that this
country and other countries should develop to protect themselves
because of their extreme dependency on the minerals in South
Africa?

Admiral Morr. What were the three minerals?

Mrs. SNOwWE. Chrome, platinum, and cobalt.

Admiral MoTtr. Well, ma’am, we have to go along a number of
tracks. For one thing, I think we should look for substitutes. One of
the beneficial results of all this talk that we have had here today
and in other fora, the companies in this country are increasing
their technological efforts to find substitutes for cobalt.

United Technologies, for instance, of which Al Haig used to be
president, has found how to eliminate something like 30 percent of
the cobalt that is needed for jet engines by a combination of cobalt
and nickel.

TRW probably has one of the best internal mineral needs audits
in this country. Corning Glass has the other one—the strategic
minerals they need and how they ought to aim their technological
research to find substitutes.

There is no known substitute for chromium, which is a terribly
important mineral, a great, great deal of which comes from South
Africa. Now, it is possible we could get some more from Zimbabwe.
We have some low-grade deposits of chromium, I think, in Mon-
tana. But it would be terribly expensive for us to mine and get it to
be of such quality as we use.

Platinum comes mainly from South Africa. It is used as a cata-
lytic agent for the most part in automobiles, for instance. That
catalytic converter that Ralph Nader gave us uses platinum, it uses
a lot of it. It is also used in the making of aspirin, which sometimes
you need when you talk about this subiect. [Laughter.]

Admiral Mort. But platinum, we have some low-grade deposits, I
think, also in Montana. I would have to look at my book.

So, I suppose the answer to them is stockpiling. We do have
certain stockpiles. The President chose to buy, I think, $100 million
worth of cobalt, after authorization by the Congress. That was
considered to be one of our most critical minerals and comes from
one of our shakiest areas, which is the Shaba Province.

I disapproved of the selling of silver, the strategic mineral which,
unhappily I think, was done for budget balancing. If you will look
at this colored picture (fig. 9) which the chairman has up there of
the strategic minerals that went into Orbiter—the first of four
Orbiters—you will find that a great many of these minerals were
necessary. One of them was silver.

I asked Dr. Baker of Bell Laboratories, “Well, how strategic is
silver in Orbiter?” He said, “Well, it goes into batteries. It is one of
the best conductors we have and it goes into the electronic suit.”

He said, “l guess the answer is that while we have another
battery that is made of lithium chloride,” he said, “it has a tend-
ency to explode. I do not think we would send our astronauts up
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into space with a battery that has a tendency to explode, and that
is why silver is important as a strategic mineral,”

I do not think, with all due respect, sir, that we can depend
always on Canada and Mexico and Peru to get the silver that we
need.

So, I think stockpiling is the answer for these minerals. But [ am
afraid I am not quite answering what Mr. Price asked. My recollec-
tion is that we are only at about 50 percent of the levels that
Congress authorized, as a whole, for our stockpile.

I think one of our first tasks is to do what Congress has author-
ized us to do, and that is to begin to bring stockpiles up to the
strength that they should be.

Mr. SEveErIN. If one accepts the premise of your guestion, that is,
is the situation really so serious that we would be unable to get
certain of these things without any possible reprieve, that would be
one situation.

I think it is a rather doubtful type of premise to operate under,
though, for the various reasons we have been discussing. Mr. Price
hag talked so much about the countries of southern Africa being
locked into dealing with their customers that their extracting in-
dustries are so vital to their economies that they would have little
choice but to make do with what they have. These are becoming
increasingly important.

So, I think we are talking about such an important economic fact
of life that it is unlikely this could happen.

Mrs. SNowE. Well, let us make a comparison with the Middle
East.

Mr. SEveErIN. The Middle East is interesting, is it not, in terms of
the results we had? It had a fantastic impact. But of course there
were two different things involved.

There was a cartel, obviously, for commercial advantage. They
were not going to cut off supplies per se, they were going to make a
lot of money. What did the price go up, tenfold? There have been
some fantastic forces set into operation which are now perhaps
pro¥fiding a little hope that the long-term situation will resolve
itself.

We are not out of the woods as yet by any means, I amn sure.
Perhaps the Arabs may have some idea that they may have over-
played their hand because we do have potentials now for dealing
with energy that perhaps did not exist 5 years ago.

So, there are ways of coping with some of these problems and in
my mind you can run down the list of ail the nonfuel minerals and
they could not possibly have the same pervasive effect that a cutoff
in oil would have. There are so many substitutes.

Admiral Mott was quite eloquent there in pointing out some of
the work that is being done. I know that there are standing in the
wings a number of candidates for application, there are new com-
posite materials, for example, that have great potential. There are
other substitutes, different kinds of metals which are available.

The Soviets themselves provide a good example of this. They,
many years ago when they were developing superalloys for jets
and other high-temperature applications, were short on cobalt as
they had been for a little while. But they favored the development
of superalloys using nickel because it 1s more readily available.

g5-890 o - 82 - 8
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Now, we would have all of these things to fall back on if at any
time we found that this was going to be an irrevocable situation. I
do not agree with that, but if that were the situation there would
be a lot of things that could come into play to deal with this
through substitution, development of new technology.

In the case of chromite we talk about how essential that is. It is
certainly needed for the making of stainless steel, but we can from
the practical standpoint say, “Well, what can we do as far as the
needs for it?”’

We can certainly categorize them. Some are absolutely indispen-
sable, we have to do certain things. Looking at new households
being formed, you might say some people were very unhappy if
they did not have stainless steel sinks. But if they had cast iron
with a porcelain top, they would have to make do. You could go
down a list of a lot of things that might be done.

Silver is so darned high, you cannot afford to buy it for your
flatware, but stainless steel is very attractive. Well, can we give
that up? Perhaps we could, we could use aluminum, or we could
use chopsticks. If I am hungry T can probably find some other way
to make do. [Laughter.]

But there are a myriad of possibilities for adjusting our economy
to the fact that certain raw materials might not be as easily
available as they had been previously.

Mrs. SnowE. Mr. Legvold?

Mr. LecvoLp. 1T am not qualified to comment on the problem
{from a technical point of view. My interest is in the Soviet political
dimension of the issue. Nonetheless, I do have a brief thought on
the comparison with the Persian Gulf and oil.

First, in the case of cil, the issue has been cartelization in order
to affect price. The issue has not been essentially one of using oil
as an economic sanction, though briefly that did figure in the Arab
oil embargo following the 1973 war.

Second, if there is a risk of cartelization in strategic nonfuel
minerals, you have picked the most likely candidates. This, howev-
er, must be weighed against the likelihood that most other com-
modities are not candidates for cartelization.

On the three commodities which you mention: Of 24 industrial
minerals that are imported, on which we are more than 50-percent
dependent, it is these three which come in the highest percentage
{from one or two countries in southern Africa—chromium, cobalt,
and platinum. Of those, two—chromium and cobalt--pose some-
thing of a problem. Platinum is not an essential issue in my
judgment.

In the short run, cobalt and chromium are a problem because
you cannot make easy substitution and the market is not going to
respond guickly enough with increased domestic supplies. The only
answer is stockpiling in these areas.

In the longer run there may be substitution possibilities. Increas-
ingly there is crossover in other minerals; for example, between
copper and aluminum.

Mrs. SNowE. Is that likely to occur, cartelization?

Mr. LecvoLp. I think not. There may be mini-cartels, as there
already is in cobalt between Zambia and Zaire, but these obviously
do not carry the consequences of an OPEC.
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Mr. WoLpE. Mr. Price?

Mr. Prici. Let me make two types of comments. One in relation-
ship to the problem of cartels. I just want to stress the point I have
already made, that while OPEC’s cartel has had a very significant
effect on the price of oil, one should not make the same analogy
toward a cartel in chromium, for example, that a cartel could well
jack up the price of chromium, say, 300 percent. That would not
have the same kind of dramatic effect on the end product, in this
case, stainless steel.

So, cartelization is not as much as a problem in terms of our own
economic health in these nonfuel minerals as is true in the case of
petroleum.

The second point [ want to make is not in regard to the technical
question in respect to these minerals, but to the political premise of
your question. That relates, I guess, more closely to the question of
intentional cutoffs, resource denial strategies.

The analogy was in the Middle East, the Persion Gulf, particu-
larly the Arab States in the Persian Gulf to southern Africa.

I think it is important to stress about that analogy that it is
probably a misplaced analogy because there are very special politi-
cal and economic circumstances which permit the Arab countries
in the Middle East to engage in a policy of resource denial.

That special quality is that the size of the population of these
Arab countries relative to the surplus that is generated from petro-
leum is such that these countries essentially lack the absorptive
capacity within themselves to utilize all of the resources generated
through the sale of petroleum. Consequently, they are investing
tlllese resources in New York City, and London, and various other
places.

In contrast, the African countries we are talking about, South
Africa as well as black African countries, do not have the same
problems with absorbing their surpluses of the revenues generated
by exports domestically. To the contrary, they have a scarcity of
things and they are utilizing—sometimes wisely and sometimes
unwisely—but the point is that they are utilizing them internally.

Whereas a cutoff of oil does not dramatically affect the political
viability and the economic viability of a country like Saudi Arabia,
the cutoff of these nonfuel minerals for the African countries
would be more threatening to the economic health and the political
viability of the southern African countries than it would be to the
targets of that cutoff, of that resource denial.

That is the thing that constrains the African situation in a way
in which the Persian Gulf situation is not constrained.

Mrs. SNowe. If I can just follow up on that. I just recently read
an article about the state of Saudi Arabia and the very fact that
they are so dependent upon that export of oil because they are
building up internally their country socially, economically, cultur-
ally, and that in fact they can ill afford to cut back on their
exports. They projected billions of dollars into the future in terms
of what they need, the minimal amount of their oil.

Mr. Price. They could transfer resources from New York City
back to Saudi Arabia. If they are constrained, I think it is the
personal wealth.
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Mrs. SNowE. They made certain commitments within Saudi
Arabia. What I am saying is I do not think they can retrench as
easily as you suggested.

Mr. Prick. I think the greater restraints in this regard are their
investments in the industrial countries. The Saudi Arabians cannot
afford a major depression in the industrial countries because they
have so much invested there, It is not a domestic constraint; it
happens to be a constraint of their foreign economic policy.

Admiral Mort. They might have to sell back Arthur Godfrey's
horse farm.

Mrs. Snowk. | think the level of export is important to Saudi
Arabia.

Mr. Price. If we can make the same distinction in this regard,
what to do about American interests. We have many interests; only
certain of those are vital. The vital interests are those that affect
in some way, a dramatic way, our survival.

So, yves, the Saudis do have an interest in exporting oil, a large
amount of it. But their interest is not as vital in doing that. They
can survive cutbacks in a way that the African countries cannot.

Admiral Mott. Mrs. Snowe, I wish you could somehow or other
throw a checkrein around the people that manage the stockpile
because they go by the philosophy of buying high and selling low.

You would not believe that they sold off cobalt some years ago,
in a budget balancing act, for $2 a pound; and this $100 million
that you are reading about, they are about to buy it back at §15 a
pound. Now they are going to sell off silver when silver is at an all-
time low, and if we really need silver again, then they are going to
buy high.

You should not let them do that.

Mr. WoLprE. Mr. Severin?

Mr. SEVERIN. One little comment is that we have talked so much
about cartels, but you know, they are not all that bad in a way.

We can get along with them because in the last analysis they
could be out of existence in no time at all if there was some form of
total denial operation. Obviously, they have to keep their business
going because they have the supply materials that they want to
dispose of at a favorable price. They can hold them off, but eventu-
ally they are going to have to move them along.

You referred to some of the situations that the Saudi Arabians
have once they reach the point, they may have aspirations to
develop their own economy, develop alternative internal types of
activities that will be more viable over the longer run as the
importance of oil diminishes and their supplies eventually are
exhausted.

But cartels can be lived with, and we have benign ones in a
sense. You might say diamonds, for example, represents a rather
benign cartel. You talk about the DeBeers outfit that exists. They
have control of perhaps 80 percent of the market. Certainly, they
control the price. There has been a steady, methodical increase in
price over the years, more or less commensurate with the growth
of inflation.

I think more people would be unhappy if that thing broke up
than would be happy. You can talk about a young couple going out,
saving up 32,000 or $3,000 to get an engagement ring. The young
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lady reluctanty agrees and says, “Well, if you want to buy it for
me, all right, instead of putting a downpayment on a house, go
ahead.”

If they bought that ring and the next day the bottom dropped
out of the market they would be very unhappy about it. Retailers,
too, would have the same problem. So, I am not saying diamonds
are forever—although DeBeers has certainly tried to promote that
idea.

But we can adjust to live with cartels in some form or another,
though we certainly do not have any high esteem for them.

Mrs. Snvowe. Thank you.

Mr. Worre. I would like to pursue the question of diamonds.
What is the degree of cooperation today between South Africa and
the Soviets in terms of diamond and gold production and market-
ing, Mr. Price?

Mr. Price. I think there are others on this panel that are prob-
ably better equipped than [ am to handle this. I think it certainly
is clear that the Soviet Union is involved with DeBeers in the
marketing of diamonds. But beyond that, I think some others
might comment.

Mr. WoLpe. Who could comment on that?

Admiral Motr. Industrial diamonds or the other kind?

Mr. SEverIN. I think they are both involved. In terms of the
monetary significance, of course, the gemstones so far outweigh
the industrials that the importance is rather limited. Of course,
there are specific applications where industrial stones are needed,
and that poses another problem. But I do not think that is too
germane to this particular question. There are all sorts of synthet-
ics that are coming along that can serve some of these purposes.

But I think the common notion is that certainly there is an
ongoing relationship between the Soviets and DeBeers in the mar-
keting of diamonds. It might be interesting to point out that the
Soviets have also gotten into the business of selling polystones on
their own. So, they are doing a little business in that area.

But the ongoing relationship is a good arrangement for all con-
cerned. The Soviets, I think, realize the type of benign control I
have just referred to, they may as well not rock the boat them-
selves too much, go along with the arrangement and benefit over a
period of time.

The question of gold is another matter and here 1 know of no
precise relationship. I think there was an article recently in the
Economist in London that pointed out the possibility of some sort
of an effort on the part of the South Africans and the Soviets to get
together. Someone saw someone at the Moscow Bolshoi and they
said, “Oh, what is going on here, are they trying to work out some
arrangement to control the sales each year to try to keep the price
up a little?”’

They should be quite dismayed by this morning’s news that gold
had fallen below $400. So, perhaps they will redouble their efforts
and cook up something. But as far as I know there is no formal
agrangement that exists to try to do just what you are talking
about.

Mr. WorpE. Would anybody else care to comment?
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Pursing this a step further, what about the Soviet Union’s
dependency on Africa, are there dependencies the Soviets have
upon Africa?

Admiral Mortt. The four metals that you have mentioned in your
letter, I prepared two charts (figs. 6 and 7) which you have before
you, sir, that show the relative dependence of the United States
and the Soviet Union on manganese, cobalt, chromium, and plati-
num, which are known as the Eig four in this area. I have no doubt
that is why you mentioned it.

We are in the 90-odd percentile of import dependency for every
one of the big four minerals that you mentioned—manganese,
cobalt, chromium, and platinum—in the 90-odd percentile.

The Soviet Union is not dependent at all. They have sufficient of
these four minerals. That does not mean that they would not buy
them,

One of the loveliest, maybe the loveliest Soviet defector ever, a
woman who is coming over very soon, a woman by the name of
Galina Orianova who defected from Georgy Arbatov's American
Institute of Disinformation said:

I do not know why you people in the West should be so surprised about the fact
that the Soviets want these minerals and want to deny them to you. What is there
surprising about that? The Soviet Union is just like the ordinary consumer in
Russia, if they hear that there is something in the department store they will line

up for two blocks, whether they need it or not. The Soviet Government is no
different, they will go for these things.

If they can get a dollar-a-barrel oil from Saudi Arabia they are
not going to spend $18 a barrel to get it out of the permafrost, they
are going to go down there. This is of course one of the reasons
why they went into Afghanistan. They can get gas from Afghani-
stan in great quantities and sell it to the West.

So, I do not think they have any real dependency in the area of
the four big minerals that you have mentioned.

Mr. WoLpPE, Qutside of those four?

Admiral Mort. Well, they do have some dependency and you will
find it on the chart (fig. 7) which came from the Bureau of Mines—
they have a dependency for aluminum of about 40 percent. They
have a dependency for tin, fluorspar, tungsten, and barite. Those
are the four that [ have marked on this chart that shows their
dependency.

I will give you a set of these charts, sir.
hM};. WoLpE. Thank you. Would anyone else care to comment on
that?

Mr. LEgvoLD. As a general matter Admiral Mott’s basic point is
correct. The Soviet relationship with the African countries in non-
fuel strategic minerals does not add up to dependency. Soviet in-
volvement is simply not on the scale of .S, involvement.

Indeed the only mineral where the Soviets are more than 40
gez;:ent import dependent is cobalt, and most of that comes from

uba.

But the issue of dependency is separate from Admiral Mott's
other point. Where the Soviets may be inclined by some calculation
of comparative advantage to enter outside markets, they are likely
to do so. Either as a result of declining ore grades or as a conse-
quence of production bottlenecks at home, the Soviets may turn
more and more to global markets.
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They have become more active in African markets in the last
part of the seventies. But not to a level creating dependency. Not
only did they buy those 300 tons of cobalt on the eve of the Shaba
business, which can be interpreted in various ways, but they came
back the next year to buy more than 2,000 tons of cobalt from
Zambia and Zaire. The East European countries have from time to
time bought fairly sizable quantities of manganese from Gabon.

On the other hand the Soviets have long taken the lion’s share of
Guinea’s high-grade bauxite exports. But this may have created a
greater dependency for Guinea than for the Soviet Union.

Mr. WoLpE. If 1 understand the thrust of your testimony, to the
extent that there is a consensus of view on anything on the panel
this afterncon, it seems to me two points are emerging.

One is that in terms of the basic minerals that have the greatest
importance for the United States in strategic terms, the Soviet
Union is not dependent upon us. That is, there is not a Soviet
drive.

Mr. LecvoLp. External sources, you mean?

Mr. WoLpPE. And resources. They are essentially self-sufficient in
those specific mineral resources. There may be other reasons, eco-
nomic difficulties or simply if they get a better price in the market.

Admiral Mort. They bought chrome when we had the embargo
on in Zimbabwe. They had their own chrome and sold it to us at a
profit.

Mr. WoLpk. But then, in strategic terms, that is not something
that is likely to precipitate a major aggressive response by the
Soviets in the immediate future, or even the longrange future.

The second kind of consensual statement that I think emerges
here is that if there is a likelihood of any interruption to supplies
that are important from the standpoint of the United States, it is
more likely to come as a consequence of internal political instabil-
ity or regional political instability, rather than as a consequence of
overt, aggressive action by the Soviet Union or any other party for
that matter.

Would that be a judgment with which the people on the panel
would concur?

Mr. Lecvorp. I would.

Admiral Mort. I would only dissent, sir, with respect to the fact
that—as I said in my statement—that the invasion of Shaba Prov-
ince—not once but twice—which caused the French to drop para-
chutists in to put down the invasion—incidentally, they flew in
American C-130’s to get there, that is about as far as we would go.
But that was pretty far for Carter. !

As I say, the people that invaded Shaba Province were trained,
organized and led from Soviet-Cuban bases in Angola. 1 think it
was a deliberate attempt to deny these minerals to people that
they did not want them to have.

The question I think you have to ask yourself is, so the French
rescued us twice——

Mr. WoLPE. Let me just pursue that for a moment because I
think it is an example of the kinds of things that give us some
difficulty.

Admiral Mott. Well, I have to ask just one question, would
Mitterand do it? I do not think he would.
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Mr. WoLpre. Well, just taking this specific example of the Shaba
invasion to which you refer, from the action I think there is a very
different interpretation to be placed upon what was taking place in
the Shaba invasion.

Indeed, I think many African countries, Zaire and Angola would
interpret what the Shaba invasion was probably more as a conse-
quence of the conflict between Angola and Zaire on the one hand,
and as a consequence also of the continuing ethnic division be-
tween Zaire itself on the other, in which there may well have been
some Cuban and Soviet involvement in terms of the training. But it
was more a case, I think, of the ‘“cold war” adversaries giving
support to groups that were in conflict for quite other reasons
within that region.

I mention that particularly because of the subsequent develop-
ments in which Angola, as you are aware, cooperated with the
United States in stabilizing the situation subsequently between
Zaire and Angola. Indeed, very recently as a consequence of the
Clark amendment discussions in this country, it is my understand-
ing that Zaire became alarmed not as a consequence of cold war
implications, but a consequence of regional implications that the
lifting of the Clark amendment would be viewed utimately as a
hostile act toward Zaire. That the Angolans would become very
concerned that Zaire was cooperating with the United States, the
Western Powers.

I guess I would be interested in your reaction. Is it not possible
that indeed the dynamic of what was taking place in the Shaba
invasion was much more related to local conflicts and regional
rivalry, and had far less to do with the Soviet-Cuban manipulation?

Admiral Morr. I would accept that it would not have happened
had the Cubans and the Soviets not been there to do the training.

Mr. WoLrE. I understand. But then the issue becomes, how do
you deal with it? If indeed the threat of the greatest likelihood of
interruption of supplies is political instability of a regional sort
within any country, then that focuses our attention on the cause of
the instability within the region of that country.

What I am trying to suggest—and this is the only point at which
I would at least ask that we ask the question of whether or not an
examination of problems of political nature in Africa, in terms of
analysis of Soviet intentions and operations, may not take us afield
to achieving the goal of political stability. That indeed Cuban
troops are present in Angola for reasons that have to do with
South African incursions into Angola.

Does that not suggest that we ought to be dealing with funda-
mentally the Namibian conflict and South African incursions as
our first point of reference?

Admiral Morrt. They are not only in Angola, sir, they are in 11
other countries. They are in South Yemen, and they are in Af-
ghanistan. They are all over the place.

Furthermore, they can be shifted from one country to the other
tomorrow by Soviet transports. They are there as surrogates of the
Soviet Union, make no mistake about it.

Mr. WoLpE. That is not the question I am asking. The question
i, how do we develop policy that is most likely to eliminate their



(May 2, 1921):
If Europe and America may be called the front
or the arena of the major battles between
socialism and imperialism, the unegqual nations
and the colonies, with their raw materials,
fuel, food and vast store of man-power, must
be regarded as the rear, the reserve of imperi-
alism. To win a war it is necessary not to

triumph at the front, but also to revolutionize

the enemy's rear, his reserves. Hence,

the victory of the world proletarian revolution
may be regarded as assured only if the
proletariat is able to combine its own
revolutionary struggle witb the liberation
movement of the labouring masses of the

unequal nations and the colonies against the

rule of the imperialists and for the dictatorship

of the proletariat. (J. Stalin Works, Vol..5,

pp. 57-58 /jMoscow, 1953/)
Was the doctrine changed after "deStalinization"?
Neot at all. It has been echoed and reechoed by Soviet

leaders from Khrushchev to Brezhnev. Thus, EKhrushchev
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presence and reduce the dependence of whatever countries have
these troops.

Mr. SEverin. If I may make just one comment, getting back to
one of your original points which I believe was your point, one of
the aspects of it, considering the Shaba invasion itself.

I think the crux of the matter is that if one were to accept the
fact that they were surrogates of the Soviets, that it would not
have developed if they had not been there. All well and good.

But if there were some intention to really interfere or adversely
affect the supply of cobalt, they only did a partial job because there
was a little interruption. They botched the job in the sense that if
they had wanted to really deal a damaging blow, a crippling blow,
they would have gone ahead and destroyed the facilities. To my
knowledge that was not done.

Now, the question is, why did they not do it? Were they really
instructed to do so and then lost heart; or went on a binge one
night and forgot what they were supposed to do? I just do not
know.

But I find it hard to follow the idea that the Soviets had these
surrogates down there who were going to inflict damage on these
facilities that would adversely affect those who needed cobalt from
that area because, as I understand it, production has resumed. The
situation down there has turned around quite a bit. They are
having problems, of course, selling their cobalt right now, thanks to
the rise in prices.

Mr. WoLrk. I think the point that you are making is important.
Really, the same questions could be raised on the debate about El
Salvador. I have no question whatsoever that there is nothing the
Soviets and the Cubans would like more than to be able to exploit
whatever chaos and instability exists within that country. That is
not the issue.

The issue is, how do we best resist that effort by the Soviets and
the Cubans? I think most of the people who are knowledgeable
about Latin America recognize that what is taking place in El
Salvador is anything but something that is primarily produced by
external intervention. There are local, indigenous causes of their
conflict.

I think something else ought to be applied as we look at Africa.
We get ourselves into great difficulty if we misunderstand the
causes of the conflict. Mr. Price?

Mr. Price. I would really just simply concur with what | think is
your analysis, not just your suggestion about what went on in
respect to the two Shaba invasions.

I would just add one point to strengthen something Mr. Severin
mentioned. My recollection of the evidence that was made public at
the time of the second Shaba invasion—primarily I think from
French and Belgian sources—the Shaba rebels actually took pains
to avoid damage to the mining facilities. Other than understanding
the steps they took as a way to preserve the one thing that actually
makes Shaba valuable, I do not see how else one would interpret
their actions.

Mr. WorLre. Would anybody else care to comment?

Admiral Motrt. The only problem is that we have counted on the
French to pull our chestnuts out of the fire before, and from my
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reading of France within the last 2 or 3 weeks I do not think
France would intervene again. That would leave a military vacuum
in the whole area.

It would leave the ballfield to the Cubans and the Soviets, and
the East Germans there because I do not think we are going to
intervene.

So, the next time, whoever invades Shaba Province will probably
succeed in keeping it and holding it, for whatever reasons.

By the way, you do not need to have an invasion to blow up
those mines. Those mines could be very easily blown up by sabo-
teurs, probably more efficiently.

Mr. WoLrE. Let me invite, as we come to the termination of this
hearing, any of the panel to make any concluding remarks they
would like.

If not, I just want to thank all of you for what I think have been
very excellent quality presentations today, and I thank you for
your testimony.

[Whereupon, at 4:05 p.m. the subcommittee adjourned, to recon-
vene at the call of the Chair.]
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Tasie IL.-—The implications of some Western strategic minerals vulnerability: Is
there a resource war in southern Africa?

Yes

No

1. There is a danger of new southern 1. Southern African countries are very

Africa OPEC’s withholding supplies
from and raising prices to the West,
with the encouragement of the Soviets.

2. The Soviet bloe Increasingly needs
southern African strategic minerals as
recent imports of cobalt, chromium
and manganese (and declining exports
of platinum} indicate.

3. The Soviets could gain hegemony over
key southern African states, expecially
with their new military reach, and use
their minerals to coerce or economical-
ly weaken the West.

4, There is a danger of the shutting down
of key southern African mines and
transport routes due to civil strife pro-
moted by the Soviets and Cubans.

Policy recommendations

1. Closer political and security relations
with friendly anti-Soviet regimes and
forces in Southern Africa thal are reli-
able suppliers of minerals to the West.

2.

3.

unlikely to behave like OPEC because:
They are much weaker economically
and more dependent, on the West; the
West has more stockpiles, substitutes,
and alternative sources than it had
with oil.

The fundamental policy of Soviet bloc
self-sufficiency in strategic minerals
has not changed; recent imports were
minor and temporary.

African states of all ideological com-
lexions are very unlikely to permit
oviets and Cubans to manipulate
their resources against the West be-
cause their national economic develop-
ment depends so significantly on West-
ern capital, technology and aid, eg.,
pragmatism in Angola, Mozambique,
and Guinea. Also, any attempt by the
Soviets to actually use economic war-
fare against the West would result in
Western economic retaliation.

. Such strife may well oecur in the next

several years. However, minerals
supply interruptions are likely to be
short term and intermittent rather
than enduring—due to the expected
military intensity of conflict and the
combatants’ stake in selling resources.

. Normal diplomatic relations with all

states in region; no undermining of
any regimes. Some ‘‘distancey” from
regimes where tensions and chances of
violent change are high in order to
encourage stabilizing reforms and indi-
cate to people and opposition forces
US. concern with their welfare (to
moderate risks of civil strife).

2. Increase attention to building adequate Western stockpile for contin-
gencies, promoting of new foreign and domestic sources of supply and
transportation, encouraging substitution and recycling.

O
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at the University of Jakarta in 1960 reiterated the

theme:
Afro-Asian countries play an essential part
in limiting aggression in an economic respect.
They are important suppliers of raw materials
for the Western powers. The supporters of
aggression understand that when the majority
of Afro-Asian countries follow a peace-loving
policy, they are unable to count on the use
of the rich resources of Afro-Asian countries
in their aggressive plans. (Radioc Moscow
Broadcast, 22 Feb 1960 (V))

Another source of persuasive evidence that we are
;nvolved in a "resource war" with the Soviet Union are
Soviet defectors who give us details of the doctrine.
Just a few days agoe I Jjourneved to London to interview
a defector from the KGB who is still under British
protective custody. He had a hair-raising escape from
that great center of Soviet espionage, Geneva, Switzerland.

In a safe place, he spoke freely of KGB operations.
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Knowing I might be asked to appear here, 1 put the central
gquestion you are asking me to bhim~-Ilya Dzhirkvelov:
Q. There have been reports in the West that
it is official Soviet policy to wage what has
been called a "resource war" b& progressively
denying the West access to vital raw materials.

In your KGB experience, did you hear talk

about the "resource war," could you tell us
what vou know about the direct involvement

of the KGB in this war?

A. The Soviet Government has been paying much
attention to the "resource war" since the mid-Forties.
It started with oil. As early as in 1945 or
1946, a Soviet-Iranian oil company called
Kivirhurian was formed. The Soviet director
of the company was the KGB officer Artavazd
Mangasarov, a trained oil specialist. The aim
was to build a pipeline for getting cheap oil
from both Iran and Bahrein and gradually make
the Soviet Union their only customer. These

plans were thwarted by Mossadegh, who, on
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seizing power in Iran, immediately nationalized
all Soviet-Iranian compsanies. Very significant
from the point of view of the "Resource War"

was the turn in the long-range Soviet policy
towards the Arab countries and Israel. I remember
how surprised we were in the KGB when it became
clear that the Soviet Union froze her relations
with Israel--initially very warm-- and took the
side of her Arab foes., Our opinion was that
Israel, a predominantly socialist country, well-
disposed to the Soviet Union, was a much more
useful ally in the Middle East than any Arab
country. Israel could have become an excellent
vehicle for intelligence and other penetration
into the U.S.; indeed, the saying was that whatever
would happen in the U.S. tomorrow was already
known in Israel today. Yet the Soviet leader--
then Stalin--decided to support the Arabs against
Israel, and the reason, we were told, was oil.
The anti—Communist mood of the late Egyptian
president Nasser was ignored; it was his pan-

Arabic designs that tempted the USSR to gain
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control of o0il deposits in the Middle East.
This long-term policy has been carried on

since. It is worth stressing that at that

time the USSR had wirtually unlimited oil

resources and therefore the Soviet interests

in Middle East oil was clearly political:

to deny the use of oil to the West. 1In 1971,

when I was the TASS correspondent in the Sudan,
the Foreign Trade Minister of the USSR,
Patolichev, visited that country. He spoke
to Soviet personnel in Khartum on the aims
and methods of Soviet foreign trade. He
mentioned as an achievement the new treaty
with Iran on supply of the natural gas which,
according to Patolichev, the Soviet Union
could resell to the West at good profit.

But he also stressed that, trade advantages
aside, o0il and gas had first of all great
strategic and political importance. ‘'Stalin
himself understood it well,' said the Soviet
Minister.

As for the role of the KGB in the "Resource

B5-0%0 0 - B2 - 2
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War,” it is serious enough. Both KGB and
GRU are gathering intelligence worldwide of
the availability of various resources--to
enable the Soviet leadership to ace precisely
in the way which would hurt the Western
countries most., Then, the KGB is ordered
to concentrate its efiorts on the countries
important for their mineral resources—-
both to obtain more information and to
influence the events in those countries.
Stalin's goal of depriving the West of

the mineral resources of the planet is

still pursued.
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Even Dr. Andrei Sakharov warns us in his book, My

Country and the World and in his article entitled "Nuclear

Energy and the Freedom of the West" (KONTINENT, No. 16,
1878) that the Soviets have designs to deny strategic
materials to the West. He confirmed the more recent state-
ments above of Dzhirkvelov, the KGB defector, with respect
to Soviet designs on the o0il of the Middle East.
Apparently, some of the evidence I have cited above

has convinced the leaders of the present administration
that there is a resource war. Thus, Gen. Al Haig has
testified before another Committee of this House:

As one assesses the recent step up of

Soviet proxy activity in the Third World

in Angola, Ethiopia, Southern Yemen...and

the December 1979 unprecendented invasion

of Afghanistan by regular Soviet forces—-

then one can only conclude that the era

of the ‘resource war' has arrived. (emphasis

added) (Hearings on Hesource War: Minerals

Held Hostage. House Committee on Interior
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and Insular Affairs, 1980)

Similarly, Bill Casey, Director of Central Intelligence
(and a founding director of the National Strategy Infor-
mation Center, Inc., my organization) gave his views on
the "Resource War" in a speech to the U.S5. Chamber of
Commerce:

Roughly a decade ago, we received a jolt.
Shifting geopolitical patterns, coupled with
rising Third World nationalism, sharply tempered
our expectations., The oil crisis of 1973

was the first time we could actually see and
feel the crushing impact of international
'nop-military warfare' strike us squarely where
it hurts the most--in our pocketbooks and in
our life styles.

That crisis still baunts us with a new reality.
Others, well away from our borders, can now
place their hands on our economic throttles

and on our econcmi¢ throats. Internaticnal
tensions and threats are not limited to
military ones. There are other power pro-

jections far more subtle because they are
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largely unseen and thus not readily

perceived. Senator Goldwater has warned of

the dangers of being caught short without

an adegquate game plan to deal with it.

We would lose access to the minerals

chromite, cobalt, tantalum and others,

as Senator Goldwater told us.

It would mean massive shocks to our economic
system and current life-styles. Without

these minerals, we cannot make TV sets or
computers or heart-lung machines or produce
high-grade stainless steel for a thousand

uses. The implications for our defense
capabilities are just as grim. No supersonic
jets and no sophisticated submarines.

In the future, we can expect to be in competition
with the Soviet Union for both 0il and non-fuel
minerals. They have both in Siberia, but the
technological developments needed and the cost
will make it prohibitive for some time to come.
In response, the Soviet Union is moving toward

a policy of selective and strategic dependency
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on foreign resources. This is an
alternative to the exceptionally high
capital costs of their extending their
own self-sufficiency.
Add to this a growing trend in the Third
World in which ownership and control of natural
resources are changing from commercial to
state dominance., This historic change provides
the political environment for Soviet access
to Third World natural resources. Soviet
support for state ownership and control in
the Third World creates a potential for non-
market state trading corporations through
which the flow of minerals can be organized
as barter. This expansion of non-commercial
minerals resource control, combined with
Soviet power-projection capabilities is
raising acute concern about Soviet access
strategy in the case of Persian Gulf oil
and South African minerals. And I can spell
out to you how that 1s being developed.

If I were to pick the two officers of the Executive

Branch I'd want on my side in any dispute as to whether
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or not there existed a "Resource War in southern Africa,"
they would be the man in charge of formulation of
foreign policy and the man in charge of_collecting and
evaluating intelligence. In view of the evidence, there
should be no dispute.
Turning now to question number two in Chairman
Wolpe's letter to me:
2. Is there persuasive evidence that Soviet
foreign policy in southern Africa aims
strongly at the withholding or economic
manipulation of strategic minerals so as
to weaken the West economically, politically
and militarily? Has past Soviet behavior
during Rhodesian chrome sanctions or at
the time of the Shaba crisis in cobalt-rich
Zaire, for example, clearly manifested such
an intention and what was its actual impact?
It is generally accepted that during the U.S. imposed
.embargo on purchase ¢of chrome from Rhodesia the Soviet Union,
subject to no such restricticons, acted as middleman
and bought chrome from that country and sold it to the
West at a profit. Similarly, they are alleged to have
made large purchases of chrome just before the invasion
of Shaba province by forces "who were trained, organized

and led from Soviet-Cuban bases in Angola first in 1977

and then in 1978" (See AFL~-CIO Free Trade Union News at

p. 7 and Report of Subcommittee on Mines and Mining of
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the Interior Committee of this House, July 1980 at p.1l3.)

We must realize that the Cubans did not walk across

the water from Cuba to Angola or the eleven other countries
where they have a presence in Africa. They were brought
there hy Soviet transports, and they, like the East

Germans, are there as surrogates of their masters in the
Soviet Union. The aim of those masters as clearly described
by the KGB defector, Dzhirkvelov, is "control" of people

and resources. The actual impact of the invasion of

Shaha, of course, was to nearly quintuple the price of
cobalt within weeks.

The cobalt supply line from Zaire was saved by

French parachutists flown in by American C 130s. But we
must ask ourselves—--would Mitterand do it again, if Shaba
were invaded?

3. How important is the Cape route for Western
access to strategic minerals? 1Is there evi-
dence that the Soviet Union, as part of its
military strategy, contemplates the inter-
diction of mineral supplies along this route,
and does it have the capacity to implement
such a policy?

Twenty-six thousand ships a year use the Cape route,

carrying o0il and minerals to the West. That figure alone
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it one of the most strategic waterways in the world.
1968, Soviet naval presence in the Indian and
Atlantic Oceans has been growing steadily, and

military strategy clearly contemplates interdicticn

of vulnerable shipping lanes, inéluding this one. It

certainly has the capacity for such interdiction. Of

course,

interference with shipping on the high seas is

a hostile act and would very probably lead to war,

quickly turning the "Resource War'" intc a "hot war."

4.

Of the various scenarios for risks to Western
supply of strategic minerals at feasible prices
from scouthern Africa, which are most likely?
{(e.g., unilateral cutoffs by current govern-
ments to extort policy concessions by the U.S.,
unilateral cutoffs by pro-Soviet radical suc-—
cessor regimes, manipulation of prices by
existing governments through monopoly pricing
of cartels, manipulation of prices by pro-
Soviet, radical successor regimes, violent
civil war leading to either supply interrup-
tions or higher prices or both, etc.) What

is the likelihood of long and uninterrupted
cutoffs rather than intermittent and relatively
brief ones?

All kinds of "worst case" scenarios could be fashioned

in answer to this question. The Office of Minerals

Policy and Research Analysis of Interior authored a Pilot

Study in 1979, for instance, which estimated there was a
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60 percent chance of disruption of cobalt supplies
in each of two years, this year {(1981) being one of them.
Gen. Haig, in his testimony before the Mines and Mining
Subcommittee, outlined his own worst case scenario,
both with respect to our European allies and with respect
to his own (then) company, United Technologies:
Well, I think some of the worst case
manifestations, Mr. Chairman, we can witness
today as we watch valued allies, crucial allies--
Germany, for example--faced with great uncertainty
about our American policies here and the access
to raw materials here in the Western Hemisphere
turning to the negotiation process with the
Soviet Union for exploration and provision for
raw materials.
Now, these things never happen in sudden bits
and pieces. They acquire momentum of their own
and when you combine these resource drifts,
it you will, based on a waning confidence in
America and its leadership across a whole
spectrum of international activity, from
economices to national security to energy to now

these raw materials concerns, why, then the bonds,
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the bonds, that have held Western natiomns
together'in concerted fashion since the

Second World War begin to erode and we see

signs of that today.

Now, a worst case, Mr. Chairman, of course,
could face us with the situation where our
European partners, the so-called 2, had to
negotiate with the East--1I say Soviet-
dominated influence--for the essential raw
materials that spawn their economies and

keep them pumping.

In West Germany today, some of these materials--
chromium, for example--could result in what

is estimated to be a 20 percent decline in
about a year of their productivity there.

Now, the impact of that in a tightly balanced
economy in West Germany could be devastating.

I think it is awfully important that we look

at this guestion not only in the context of

the severe kind of confrontational deprivations

of raw materials to the West, but more importantly
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in the evolutionary erosive way that I

have just described...Today our national
stockpile is about 50 percent of the established
goal for that very crucial metal /cobalt/

and this is a crucial metal for jet engines
because of its ability to withstand the high
temperatures involved in our fans. In the
case of United Technologies, a lack of cobalt
in the period shead within a year would start
a decline of about 25 percent a year in our
production capability and it would just be a
devastating impact to us.

I think we have got to keep that in mind both
in our international concern and in the need
for prompt domestic remedies.

I don't personally think there is a likelihood of
long and uninterrupted cutoffs but in the unstable world
of southern Africa anything can happen, especially with
the destablizing Cuban-East German-Soviet presence. We
should be prepared for the worst by building up our
stockpiles, as Presldent Reagan and the Congress in

concert have started to do.
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5. To what extent are contemporary political
developments and instability in southern
Africa the result of Soviet-Cuban peolicies
in the region?

As I have already discussed above and presented
evidence from authoritative sources, those policies are
the prime movers.

6. How influential is the Soviet Union (and
Cuba) in the region? What are the levers
and the constraints on use ¢f these levers
of Soviet power?

When you have the power of the gun and the men and
machines to back it up, influence follows automatically.
So long as the Soviets don't make the mistake they did
in Egypt and Somalia, that influence will continue,
especially if the dictators they are holding up continue
to need Soviet-Cuban-East German propping. The levers
of power are, of course, arms and the training of men to
use them. The constraints are the possibilities of out-
side intervention and of client alienation, e.g., Egypt.

7. What has been the experience of Soviet-aided
regimes and liberation movements in Africa
regarding their economic relations with the
West? Are there any lessons here for the
case of strategic minerals?

8¢ far, I would say that experience depends on the

need for hard currency of the client state and its degree
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of independence. 1In Libya's case she still continues to

sell oil to the West, but we don't know from one day to

the next how long that will last. All trade with Afghanistan
and South Yemen has ceased, and of course trade with Zaire
was cut off during the Shaba trouble. 1In some cases
cessation of trade with Soviet client states is cut off

by us, e.g., Cuba.

The lessons to be learned, of course, are to use every
means possible to prevent the happening of Soviet control
over strategic minerals.

B. What can the U.S. do, in pursuing its
southern Africa policy, to reduce the
chances of denial of strategic minerals
(or extreme price manipulations) from
southern Africa?

The first and foremost act of the United States should
be to build up its stockpile to authorized levels and
encourage its allies to originate and build up their own.
This provides a buffer and safety valve in case our southern
Africa policy fails. We should also seek other more secure
sources of strategic minerals, as has been recommended by
executive report after report and Congressional committee

after Congressional committee, going back at least 30 years.

Qur southern Africa policy should be completely reassessed
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as the Reagan administration is now attempting.

Reassessing foreign policy in Africa is a delicate,
sticky and sometimes messy business, as Mr. Crocker
recently discovered. It's much easier to offer advice than
it is to implement that advice. I offer the following
suggestions:

1. There should be a mechanism set up in the
Executive Department, such as the 0ld National
Security Resources Board, to review our mineral
needs and make recommendations to the President
as to how they should be met. There should also
be established a Presidential Resource Advisory
Board made up of distinpguished scientists.
minerals users and mining representatives to
evaluate our stockpile, quantitatively and
gqualitatively.

2. The U.3. should take the lead im developing a
tri-oceanic strategy through which we and our
allies concerned would work together to provide
security to minerals production {(cil,toof) and

transportation routes. Gen. Haig has endorsed
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this concept in principle. Meanwhile, the

U.S. should increase its naval and military
presence in the Indian Ocean by acguiring and
improving base rights. We should reassess our
self-imposed prohibition of use of South Africa's
ports and dry dock facilities. That will

require a rapprochement with South Africa which
would include the following elements: 1) uno
acceptance of apartheid. No American can accept
this practice; 2) encouragement through quiet
diplomacy, influence of labor, church and business
groups of elimination of apartheid by eveolutiocon
not revolution. This means continued use of the
Sullivan principles. But there should be no
didactic dictation: "Do it our way or else.' COur
country's record on civil and human rights from
1620 tp date is nothing to be proud of. In fact,
it's shameful and gives us no right to pound the
table and say: ''make a quantum leap in human
rights to where we think we are today or we won't

do business with vou!" Someone might ask us how
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our aborigines have fared under our solicitous
care. 3) Extend foreign aid to the countries

of southern Africa not just in block money
grants but in the kind of aid we know best.
Farming techniques, for instance, to teach them
how to feed themselves. TFor example, when Zaire,
Zambia and Mozambigue were colonies, they were
net exporters of food and had positive GNPs,

Now they're net importers of food (from, of all
places, South Africal!) and have minus GNPs.
Surely America could find a way to reverse these

discouraging statistics.

Finally, in a word, try to lead and not dictate or set

conditions precedent to cooperation and action.

g5-0en O -
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Mr. WoLPE. Thank you very much, Admiral Mott.
I would now like to call on Mr. William Severin, a consultant
and former industrial economist and analyst for the CIA.

STATEMENT OF WILLIAM K. SEVERIN, CONSULTANT, AND
FORMER INDUSTRIAL ECONOMIST AND ANALYST, U.8.8.R.-
EASTERN EUROPE, CENTRAL INTELLIGENCE AGENCY

Mr. SEvERIN. It is just as well that I am a former employee of
the CIA because the views I have are not quite along the lines
painted by Admiral Mott on Mr. Casey’s recent statements.

But to get straight to the questions that were put to me, my
response to the first question is that the Soviets do not need to
wage a resource war in southern Africa to satisfy their own needs.

First of all, they have plenty of manganese, enough to last more
than two centuries at current rates of exploitation. A large share of
their reserves is relatively low in quality, but the Soviets have
coped with this problem for many years. They are the world’s
largest producer of manganese ore and a major exporter. New
mining capacity has been added recently and more is under con-
struction. Production is centered in the European U.S.S.R. where
nearly all of the reserves are located, mainly in the Ukraine, but
also in Georgia.

In the case of chromite, the Soviet Union and South Africa are
coleaders in world production. Soviet production has faltered in
recent years, however, as the more accessible surface mines were
depleted and difficulties were encountered in developing new mines
and in converting old surface mines to underground operations.

Soviet exports of chromite also have dropped off, reflecting both
a production slowdown and technological change in stainless steel
making. The introduction of the AOD process has resulted in an
increased market preference for low-quality chromites, such as
those found in South Africa, at the expense of the high-quality ores
found in the Soviet Union.

New mining capacity introduced late last year should bolster
supplies in the near term, and there are no indications that exports
are to be discontinued. Over the longer term, reserves should be
ample for about 70 years at current rates of production. Nearly all
of the reserves are located in a fairly compact area in North
Kazakhstan.

Platinum-group metals are among the top card in the Soviet’s
minerals hand. The Soviets lead the world in production and from
1970 through 1980 they earned $2.8 billion in hard currency by
exporting 22.8 million troy ounces of these metals, or about two-
thirds of their total output,.

A massive expansion project launched near Noril’sk in northern
Siberia in the 1960’s is reaching paydirt. Large new mines have
been developed and a large metallurgical plant was put into oper-
ation early this year, with further expansion plans through 1985.
The reserves in the area have been enlarged by recent geological
investigations.

In the case of cobalt, the current output of the Soviet Union is
only about two-fifths that of Zaire, the world leader. But it is
extremely well off compared with other major industrial countries
that are nearly completely dependent on imports.
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The Soviets obtained as much as 1,000 tons of cobalt per year
from Cuba as partial repayment for economic assistance, and lesser
amounts from the West. The outlook is favorable for an improve-
ment in the Soviet cobalt position. The Noril'sk project just men-
tioned is a source of both cobalt and platinum-group metals as
byproducts, as well as copper and nickel as principal products.

This project will be counted on heavily to obtain the planned
increase in cobalt production of at least 30 percent by 1985. An
increase of this magnitude should enable the Soviets to meet grow-
ing internal needs and end the marginal dependence on imports
from the West, and possibly create some exportable surplus.

Looking briefly at nonfuel minerals in general, the Soviet Union
enjoys a high degree of self-sufficiency unmatched by any other
major industrial country.

Yet, it is and has been for years selectively dependent on imports
for part of its needs of nonfuel minerals. In the 1970°s, the Soviet
Union was a net importer of tin, bauxite, aluminum, tungsten,
molybdenum, and fluorspar. Lead and zinc were purchased from
the West, but considering Soviet shipments to Eastern Europe it
probably is still a small net exporter.

In recent years, exports and imports of rolled steel were about
evenly balanced.

The Soviets were buying relatively expensive grades of steel from
the West and exporting less costly types to other Communist coun-
tries and to the LDC’s. Since 1974, average annual outlays of hard
currency have exceeded §2 billion, or much more than for com-
bined imports of all other nonfuel minerals.

These trading activities do not portend a global search for miner-
als, and certainly announced Soviet policy is to maintain a high
degree of self-sufficiency. The Soviet Union recently established 15
national priority programs, one of which calls for a comprehensive
exportation of mineral resources to meet national needs and to
reduce vulnerability to possible disruptions in supplies from
abroad.

But Soviet actions speak louder than their words. The worst
projects in inhospitable northern Siberia, entailing possibly billions
in ruble outlays is the most noteworthy example. But there are
numerous other projects throughout the country, including Siberia,
to construct new capacity and to expand existing operations.

Siberia poses problems, of course, but the Soviet commitment to
it has not been weakened. The resumption early in the 1970’s of
work on a new Siberian rail line north of the existing one, and the
intensification of geological exploration in adjacent areas, have
shortened the timeframe for future exploitation.

For example, the new rail line will provide improved access to a
major copper deposit near Lake Baikal. By 1985, the Soviets plan
to complete work on mining designs for this project.

On our views on the question of possible Soviet actions to harm
the West by manipulation of minerals in southern Africa, it is
really simple. There is not too much that they can do effectively in
the near term, considering the present alinement of political and,
most importantly, economic forces in that region. It does not seem
likely that they would try to deny strategic minerals to the West
by such extreme actions as systematic bombing or military occupa-
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tion. The former could have cataclysmic consequences and the
latter would saddle the Soviets with more problems than advan-
tages.

Preemptive buying is not feasible because the Soviets cannot
afford heavy outlays for materials they do not need.

Cartelization is perhaps the most feasible course of action. But,
as Michael Palengert of the State Department has aptly said re-
cently:

Nothing has really developed with the cartelization of minerais. But it is easier to

raise the specter of it than to discuss what the probabilities really are. We cannot
disprove what they say, but you cannot say such a thing is very probable, either.

Of course, cartels are geared to achieve commercial advantages—
price gouging, if you will. But products still move to markets. It
does not seem logical that the countries of southern Africa could
afford to cut off sales to their best customers.

Over the longer term, the Soviets certainly will strive to have
political and economic alinement with southern Africa by taking
advantage of political instability, racial unrest, changing economic
relationships, and the like.

One objective might be a new structure involving close political
and economic ties between southern Africa, Communist countries,
and other countries subject to Soviet influence. Under such circum-
stances, Soviet capabilities to manipulate strategic minerals would
be enhanced.

But it is a hard task to make over key regions to one’s own
specifications. One should not discount Soviet determination and
efforts to try it. But judgments on these matters I must leave to
others who are better qualified.

Thank you.

[Mr. Severin’s prepared statement follows:]
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PrePARED STATEMENT OF WiLLiam K. SeveriN, CoNsULTANT, AND ForMeR INDUS-
TRIAL Economist-Anavyst, U.S.SR.-EasTERN Eurork, CENTRAL INTELLIGENCE
AGENCY

I amWilliam ¥X. Severin, a former analyst of the Central Intelligence
Agency. For mere than half of my 29 years and 3 months with the agency my
fleld of speclalization was Soviet and East European non-fuel minerals. My
testimony is based on knowledge and understanding acquired at the Agency
and on work dome recently in preparing a paper for a conference conducted
by the Johns Hopkins School for Advanced Internaticnal Studies on "The
Saviet Minerals Position through the 1990s."

The first quesilon I have been asked to respond to is whether a ri-
mary motlvation for the Soviet Union's foreign policy in Southern Africa
is acquisition of control over strategic minerals to meet its internal
needs. The evldence that I can muster or the subject is that such is not
the case.

0Of the four minerals of special interest 1o the suhcommittee, the
Soviet Union iz very well off with respecit to manganese ore, chromite, and
Pilatinum-group metals and, in the case of cobalt, is dependent on imports
from Southern Africa for a small share of its needs.

Looking first at manganese ore, the Soviet Union, wlth an output of
about 10 million tons in 1980, is the world's largest producer. It has
maintained its exports at a steady level of some 1.2 to 1.0 million tons
throughout the 1370s, Prospects are favorable for further growth in pro-
duction as evidenced by recent and current construction activity. Late in
1980 a large 2 million-ton-per-yesr mine was commissioned in the Ukraine
which already accounts for about four-fifths of national outmat. Cther
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new capacity l1s under construction in the Ukraine as well as in the
Chiatura basin in Georgia, the other impertant produclng area. Atten~
tion alsc is being glven to development of new sources of productlon.
Detailed exploration is underway in Kazakhstan to enlarge its small-scale
production base and exploration is underway con a promising deposit in the
Sovlet Far East.

Sovlet reserves of manganese are adeguate to permit centinued ex-
ploitation at current rates for over iwo centuries, A large share of
these reserves consisls of low gquality ore, but the Soviets have coped
with this problem for many years.

In the case of chromite, thie Soviet Union ranks along with South
Africa as a world leader in production, although its productlon faltered
late in the 1970s. After increasing gradvally from 3.0 million tons in
1970 to 3.5 millien tens in 1975, anmual cutpat slid back to 3.2 million
tons by 1979 before recevering to 3.4 million tons in 1580.

The Soviet Union has been an exporter of chromite for many years,
but in 1976-80 annual exporis averaged only about 700,000 tons compared
¥ith ammual levels of 1.1 to 1,2 million tons in the esarly paxrt of the
decade. The cuts in exports were made in shirments to the Wesi. Amounts
going 10 Eastern Europe held steady and even increased somewhat. The
reduction in exports was probably caused in part by the slewdown in pro-
duction, but technological change in stainless steel making also played
a part. The introduction cf the AOD process resulted in an Increased
market preference for low gquality chromites such as those found in South
Afriea at the expense of the high quality ores found in the Soviei Unlon.

Soviet mroduction difficuliles can be attributed to depletion of the
more accessible surface mines and difficulties In developing new mines and
in converting old surface mines to underground operatlens. Late in 1980,
however, the Soviet Union put into operation a new mine with a rated
capaclty of 800,000 tons per year, Tt should bolster Soviet supplies in
the next few years, although sharp lncreases in output seem untikely,
considering btoth the time that may be required to reach rated capacity
at the new mine and further depletion of older mines.

Tn the near term - through 1985 - the Soviet Unlen's supplies of
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chromite should certainly be adeguate for its internal needs and thers

are no indicatlons of plans to discontinue exports. It is uncertain,
however, whether the Soviet Union will seek to recapturs export markets
in the West, particularly considering the market influence of the AOD pro-
cess. At one time the Soviets indicated it was considering phasing out
exports of chromite in faver of ferrochrome, bub apparently no steps have
been taken to achieve thils objective.

Hegardiess of its expert intentions for chromite or its more highly
rrocessed derivatives, the Soviet Unlon is not likely %o run short of
chromium for its own nceds for the remainder of this century and for
about half of the next, Soviet reserves of chromium are small compared
with those in South Africa, but, as of 1671, they amounted to 271 million
tons, according to published data. Allowing for exploitation in the past
decads, the remaining reserves are adequate for about 70 years to current
rates of exploitation, Virtually all of the reserves are located in a
fairly compact area in northern Kazakhstan.

The Soviet Union is the leading werld produser of platinum-group
metails.  In the 1970s 34 accounted for about 50 percent of world cutput
comparced with about 40 percent for South Africa. The latter has an edge
aver ‘lhe Soviet Unlen, however, in that is production consists predominantly
of platinum whereas Seviet production is mainly less expensive palladiunm
by a margin of roughly three to compared with platinum. About 5 percent
of Soviet preduction consists of rhodium and the other minor metals of
the group.

Experts of platinum-group metals were of great importance to the Soviet
Union, ylelding hard currency earnings of about $2.8 billion in 1970-50. In
terms of physlcal volume, exports in that period amounted to 22.8 million
troy ounces or about two-thirds of estimated production. Anmual exports
reached peak levels of about 2.7 million troy ounces in 1972-74, a period
of strong Western demand. They dropped off to only 1.4 million troy ounces
in 1975, but recovered and remained at a remarkably steady level of 1.9 to
2.1 million troy ounces from 1976 through {380,

The mrinciral source of platinum-group metals in the Soviet Union con-
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sists of sulphide ore deposits located near Nerll'sk in Northern Siberia.
The deposits are explolted for their two main constituents -- coprer and
nickel -- and for thelr valuable bypreducts, including cobalt, selenium,
and tellurium, as well as platinum-group metals. Development cfforts that
began in the Noril'sk area in the 1930s yielded handsome returns for many
years, but in the early 1950s ancther important discovery -- the nearby
Talnakh deposit -- led o a further major development effort that Is now
nearing fruition. One of its key benefits will be Lo conselidate the
wsition of the Soviet lnlen as a leading supplier of platinum-group
metals. )

The Soviel Union ranks a distant second te Zaire in world productisn
of cobalt. Its output in 1980 of about 6,000 tons was about iwo-fifths
of that of Zaire., It iz well off, however, compared with cother major
industrialized rations that are virtually completely dependent on lmports.

Soviet domestic supplies are augmented by the cobalt contained in
nickel concentrates acquired anmally from Cuba as partial repayment for
Soviet economic assistance. The cobali content may run as high as 1,000
tons per year. In additden, some cobalt has been obtalned from the West
in the 1970s, but probably less than the amounts obtained from Cuba. On
the olher hand, supplies are diminished by exports to Bast Furope, but
hardly any information iz available orn the subjecl and the amounts in-
volved may be very small,

Althcough Soviet rescrves of cobalt are diffiecult to estimate, they are
both varied and extensive. Substantial gquantities of cobalt are obtained
from lateritic nickel ores in the Urals that are renghly similar to those
found in Cuba, New Caledonia, and other parts of the world. Even more im-
ortant are sulphlde ores that are exploited on the Kola Peninsula and in
Northern Siverla for copper and nickel as thelr yrincipal constituents, but
also yield valvable byproduets, including cobalt and platinum-group metals.
Additional quantities of cobalt are obtained from arsenious ores in the Tuva
ASSH and as byproducts in the precessing of polymetallic ores,

The most important single producer of cobalt is the Noril'sk complex
in Northern Siberla. As deseribed above, the major new mine development

R5-R0N 0O - 42 - 4
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project launched in the 19605 is about ready to pay off. After protracted
delays in construction, the associated metallurgleal plant was put inte
operation early in 1981. The Soviet Union clearly is counting heavily on
this project as the principal source of new output to reach its goal of
increasing producticon of cobalt by at least 0 percent by 1985. An in-
crease of this magnitude should enable the Soviets to meet growing internal
needs, end marginal depsmdence on imports [rom the West, and possibly
create some exportable surpluses.

Looking briefly at non-fuel minerals in general, the Soviet Union is
highly self-sufficient to a degrec unmatched by other major industrial
powers. Yet it is, and has been for many years, selectively dependent on
inports for a varlety of non-fuel minerals. Trading activities in majer
non-frel minerals in the pust decade help provide perspective on the basic
strengths of ihe Soviet Union as well as on the nature and extent of its
sclvetive dependence on imports.

In the areas of export strength gold, platinum-group metals, and
dlamonds were outstanding performers, yvielding hard currency carnings of
about $19 billion in 1970-79. Fxport capabilities for the major ferrous
ores remained high, although the steady wrowth In exports of iren ore since
World War 11 finally tapercd off and exporis of chromite declined, as de-
seribed above. The Scoviet Union ranked as a leading world exporter of
aluminom in the 1970s, although most of its exports went to other Com-
munist countries and developing countries, Shipments to the West ylelded
some significant hard currency earnings, but the Soviet Unlon remained a
minor supplier. The Soviets alsc were net exporters of copper, nickel, and
vanadium, The same was trus of lead and sinc, although some incressed buying
from the West, particularly of lead, raised the possibility of a shift to
a net import position. Asbestos was another important export commodity.

In the past several years exports of titanium sponge were reduced sharply,
although not discontinued, apparently reflecting increased internal demand,
possibly including stratsgic uses such as in submarines., DExports of scrap
inereased and the cuthacks in sponege exports were partially offset by
small exports of ingot metal., Early reports in 198! indicate that the
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Savlets are increasing thelr sales of titanlium sponge.

On the import side, purchases of rolled steel warrant speclal men-
tion even though steel may be regarded as more a manufactured product than
a resource commodity. These purchases were extremely burdensome for the
Soviet Unlon in the late 1970s, requiring outlays of more than $2 billion
per year, or amounts far greater than those for combined imports of all
othernon-fuel minerals. In terms of thysical volume, Soviet exporis and
imports of rolled steel were roughly in balance at about 7 to 8 million
tons on each side, but the Soviets were buying relatively expensive types
of sieel from the West and exporting less costly types te other Communist
countries and to LIC's,

The Soviet Union enjoys much higher seif-sufficiency in tin than other
industrialized countries, but it has relied on imports foxr part of its needs
for many years. In the 19705 such imports increased but regularly accounted
for about a fourth of total needs.

Seomewhat similarly, the Soviet Union is much more self-suffiecient with
regspect to raw materials for 1ts aluminum industry than other major world
mroducers, Nevertheless, because domestic resources of high quallty bauxite
are limited, it has becn obliged o increase inperts of bauxlte and alumlna
to support the steady growth of its export-oriented aluminum industiry. Im-
port dependence has increased from 15 percent of lotal nceds in 1965 to
about 40 percent at present. The jrincipal source of bauxite is Guinea which
1s now shipplng the Scovielsz about 2.5 million tons or more per year under a
30 year agreement as repayment for Soviet econemic assiztance in development
of the nines.

In the 1970s the Soviet Union purchased tungsten, molybdenum, tantalum,
and cobalt to supplement domestic supplies. Tungsten buying was sufficiently
steady to spark speculation that the metal was rsquired for special applica-
tions such as in armor-piercing munitions, Soviet buying of molybdenum was
substantial late in the 1970s, possibly reflecting such special requirements
a5 manufacture of large-diameter pipe for use in arctic condltlons. FReports
of Soviet purchases ¢f tantalum have cropped up periedicaliy irn the past, but
the spotty nature of the information does not suggest that a significant
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degree of Iimport dependence has developed. Cobalt buying has been dls-
cussed above.

Imports of fluerspar Increased gradually during the 1970s and
probably account for roughly half the Soviet Unlon's current needs,
including the substantiazl amounts consumed by its large steel and alu-
minum industries., The prineipal suppliers have been Moangolia, China,
and Thailand.

On balance, these trading activities did not represent either a
major turnarcund in the Soviet trade position or the launching of a glo-
bal search for minerals, Cer-tainly ihe amnounced poliecy of the Soviet
Union and its actions in development of mineral resources indicate that
the traditlenal commitment to a high degree of self sufficiency has not
been weakened. In the framework of the current five year plan, for
example, the Soviets have established 15 national priority frograms, one
of whlch calls for comprehensive exploitatlon of mineral rescurces to
mzet national needs and to reduce vulnerability to disruptions in supplies
from abroad.

Probably most significant as evidence of Soviet intentions are the
wide ranging projects to promote further development and expleitation of
non~fuel minerals. Most noteworthy is the project, already described abtove,
that was launched in the 1960s to exploit the rich Talnakh dewsit near
Noril'sk in extremely inhospitable Northern Siberia, All told the project
has Involved possibly billicns in ruble outlays. Completlon of the final
stages of the associated metallurgical plant is scheduled by 1985. It has
the potentizl to bolster the Soviet copper position, strengthen a developing
nickel export capability, assure a continued major role for the Soviet Unlon
as a supplier of Jlatlmum-group metals, and eliminate dependence on imports

-of cobalt. Hecent exploration activitles have revealed the presence of
addltlonal reserves 1n the vicinity.

Another new source of copper for the Soviet Union, and for Eastern
Burope as well, 1s the Brdenets deposit in Mongolia which is now being ex-
Floited after about 6 years of joint mine development effort by the Soviet
Union, Czechoslevakla, and East Germany. A valuable byproduct of this ope-
ratlon is molybdenum which has been in shorti supply in both the Sovlet Union
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and Eastern Burope. Still another mroject requlring a decade of arduous
development is the Vostok-2 tungsten combine in Primorskly Kray in the
Soviet Far Fast. The ore base for the comblne, which was pat into operation
in 1977, was subsequently enlarged by discovery of additional depesits
nearby. The recent openings of new chromite and manganese ore mines have
already. been discussed, In the past year three new gold mines were put

into operation - two underground mines in ithe Soviet Far East and a2 sur-
face mine in Ugzbekistan. Many expanslon projects are underway at existling
mines throughout the Soviet Union.

The resumption sarly in the 1970s of work on a new Siberian rail line
north of the existing Transib line and the intensified geological explora-
tion in adjacent areas help shorten the time frame for future exploitation.
For example, the new rail line will provide improved access to a major
copper deposit near Lake Baikal. By 1985 the Soviets plan to complete work
on mining desimns for this deposit. The Soviets alsc plan te start work
on a new tin mining complex in the Tadzhik SSR in Central Asia. The 1llst
is not complete but the projects enumerated above de not suggest thal the
Soviets plan to follow the example sct by the United States in the past

few decades of shifting toward rellance on forelgn supplies of minerals.

The guestion about possible Soviet aims to harm the West by manipulation
of strategic minerals in Southern Africa is a deceptively easy one. FProbably
no one doubts that the Soviet UUnion's conception of its global lnteresis is
such that its policles and actions will often be In conflict with the in-
terasts of the West., In the context of Southern Africa and its strategic
minerals there is little reason to doubt that such conflict is latent, if
net fully center =stage at the moment. More difficult aspects of the question
hewever, are: 1) What courses of actlon are feasible and likely to be under-
taken in the near term by ithe Soviets, considering both thelr present cap-
abilities and the present alignment of political and econcmic forces in
Southern Africa? and 2) What might they hope to do over the longer term?

The facts seem to be that lhe Sovlets are circumscribed in terms of what



50

ihey can do in the near term. A few exireme courses of zoilon, involving
direct use of military power to dery strategic minerals to the West, do not
seem credible. Thus it seems highly unlikely that syslematic bombing of

key mines and processing and transportation facilities would he undertaken
to achieve such denial. Anocther unlikely form of military action would be
invasion and ccecupation of the countries of Southern Africa to control pro-
ductien and distribution of sirategic minerals. Trawing upon thelr ex-
perience in Afghanistan, the Soviets might justifiably Le apprehensive

about their capabiliiles ta exercise sirong control in Southern Africa as
they consider such relevant factors as distance, racial and cultural 4if-
ferences, and en-the-spot economic problems, The extractive indusiries are
of such decisive importance in the economies in Scuthern Africa, lor exanple,
that it is difficult to conceive how they could be clesed down. The 3Joviets,
considering thelr financial status and the gquantities of materials invelved,
vwould have 1ittle chance of being adble to pay the Africans for not producing
minerals, or fer that matter to buy them for their own use. 4s a result, it
would seem inevitable that wminerals would wove Lo Western mavkets to provide
revenues for the Africans to buy essential food and manufactured goods {rom
the West that are not generally available from the Boviet Union. Soviet
efforts to block such movements could have unfoertunate, even tragie, con-
SeqUCnCEes.

Preemptive buying, as a means of harming the West, would be subject to
Lhis?i?%ltatlon on Soviet buying power. Maoreover, the Africans with estab-
lished customers in the West would not likely ignore them out of deference
to the Soviels. O0f course, moderately incresased Soviet buying could raise
prices and cut out some Western customers, but a full-scale cornering of
markets for strategic minerals scems unllikely, partlicularly considering the
diversity of markcting channels. Soviet ability to operate effectively in
all of them is highly questicnable, The ballyhcoed Soviel buying of cobalt
in 1978 and of Rhodesian chromite at the time of the cmbarzo constituted,
insofar as tangible evidence is concerned, rothing more than limited forays
into world markets, at best. Under the panic conditicns at the time of the

Shaba invasion, cobalt prices shot up aleong with levels of credulity about
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Soviet involvemenit. Since then the dust hes seitled, prices have seiiled
back, producers stocks have increased greatly, demand has wezkuvnsd, and has
not been offsel by strong Soviet buying. The 1978 jump in prices and the
curtailment in supplies accelerated the irend away from cobalt in magnet
applications and provided incentives Lo design away from cobzll in other
applications. One lesson for producers of metzls is that price and supply
Inslability prompl substitution and weakening of demand.

An urwarranted degree of importance has been atiached to Soviet buylng

of Rhodesian chromite during the embergo. I any leok place at all,

sor with the total cuanilties moving

robably small, particularly in compar
to world markets in circumvention of the embarso. [t wonld be unresalistic
to ascribe to the Soviets an ability to control the entirTe apparvatus of

shipping and commerce in that area.

Of course, the Soviels may seek to Torm cartols, bul prespecis are not
riicularly brighl. An arrangement with Rhodesia-Zimbabwe, for e if
it could ve worked cut, would seem to be a futile geslure, corsidering the

cifect ihe 40D process has had in inproving the market positions of South

Africa and other mroducers of lew quality chromites. Cariel ariz

with Bouth Africa for platinue-group meials and gold as well os chromite

have heen mentleoned feriodically in the press, but politicel oo

fe of cellusion in Tlxing of pricas

alone seem to preclude them. Various
we Soviels

et

CAnD we ruled out as evidenced by ihe uniforml o solion
[ ot e led t denced ty it i iy of Lier
ian

and other suppliers of chromite in hiking prices at the time of the Rhod

erzargo. By and Yarge, however, such actions arc annoying raithoer ihan serious.
[ - Sy » i

Over the longer term the cutlock 1s less certain, of course. The Sovie

undoubiedly believe political iastability and incipient changes in the world economic

oul new alignments that will mt them in

order provide oproriunities to work
a teiter position ic exercise influence and conirol in Southern Africa. I
mst leave Jjudgementis about Sovicet ability to work cut such now aliproents

io me that

to others who are better gualified. Bui, in cleosing, it oe
effective minerals rmanipalations by the Soviets require sovch revislons, Hopr-
fully we will be able to understand and work wilh ihe forows ol joliticel and

economic change in the world to slysy Soviel efforts to expleit them.
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Mr. Worpe. Thank you very much, Mr. Severin.
We will now hear from Prof. Robert Legvold.

STATEMENT OF ROBERT LEGVOLD, SENIOR FELLOW, COUNCIL
ON FOREIGN RELATIONS, AND ADJUNCT PROFESSOR, CO-
LUMBIA UNIVERSITY

Mr. LEgvoLp. Thank you, Mr. Chairman.

I am grateful for the invitation to appear before the subcommit-
tee today.

In thinking about the problems that the Soviet Union creates or
may create for the United States and our allies in the area of
nonfuel strategic minerals. I think several distinctions are worth
making: First, among the kinds of fears we have and second, the
credibility of those fears, that is, how believable different fears are.

There are essentially four kinds of fears expressed:

First, the quintessential fear that which Admiral Mott has put so
forcefully; namely that the Soviets are implementing a resource
denial strategy. That is, step by step, country by country, the
Soviets have set out to establish control over access to key strategic
resources, and, thus, to strangle the economies of the United States
and the Western allies.

This goal, moreover, is not seen as an isolated or random feature
of Soviet foreign policy. Those who believe the Soviet Union is
engaged in a resource denial strategy see it as an integral part of a
larger geo-strategic offensive against the overall global, political-
military security position of the United States and other Western
Powers. Furthermore, the notion of a resource denial strategy is
intimately bound up with the growth and use of Soviet military
power over the last decade.

There is a second fear, a newer one, that in many respects is the
obverse of the first. It is that the Soviets are moving toward an
access strategy driven by diminishing supplies of their own strate-
gic raw materials.

Some are now saying that the Soviets will put pressure on the
global market in strategic nonfuel minerals either because their
own supplies are being rapidly depleted, or because for reasons of
greater economic efficiency the Soviet leadership has made a con-
scious decision to move away from the traditional principle of self-
sufficiency, doing so either to save the Soviet patrimony, that is,
the riches of Siberia, by acquiring the minerals of others or be-
cause they seek the economies of foreign trade in minerals.

There are two other fears, however, that I think figure in the
discussion these days. The third fear is what I would call a fear of
Soviet economic opportunism based on political mischiefmaking.
Thus, according to this view, the Soviet Union may feel there are
economic advantages, principally price advantages, flowing from
political instability in key mineral-exporting regions like southern
Africa. The rupture of supply from these areas stemming from
political disorder will hike Soviet export earnings. Or as a more
basic variant, the arrival of leftist client regimes in these areas will
make it easier for the Soviet Union to collude to influence the
world price in key minerals.

The fourth and last fear is really the reverse of the one just
summarized. Rather than economic opportunism—which is based
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on political mischiefmaking-—it might be described as political op-
portunism which is based on economic mischiefmaking. In this
case, some assume that the Soviet Union is eager to encourage
nationalization, cartelization, and excessive economic demands by
the developing nations in the North-South dialog in order to
weaken the overall power position of the West. The Soviets believe
that the global position of the United States and the West Europe-
ans depends very much on the structure of the existing global
economy, one key element of which is the way commeodity markets
are currently structured.

Let me turn to the question of the credibility of these four fears.
I have listed the four in the reverse order of their credibility. The
first proposition—that the Soviets are engaged in a conscious, ex-
plicit, high priority resource denial strategy—seems to me the least
plausible of the four. And the last fear—that the Soviets may in
fact have an interest in egging the Third World countries on in the
economic demands they make in order to diminish the global politi-
cal power of the West—the most credible. The fear that the Soviet
Union is energetically engaged in a resource denial strategy should
be treated skeptically because it is almost exclusively an a priori
argument. In most instances it flows from our predicament, rather
than from a careful study of Soviet intentions, the way the Soviets
go about conceiving the world, or the way they seek to change the
world. Those who believe the Soviet Union is engaged in a resource
denial strategy start by looking at Western resource dependency,
that is, the number of critical minerals for which we are 90 percent
dependent on the outside world, most of which are concentrated in
southern Africa. The next step is to note how important these
metals are to American and West European industry. Without
them you cannot build a jet engine or an automobile, run a train,
construct an oil refinery, maintain a sanitary hospital, or do a
whole series of things. In this spirit, it is typical that someone like
Helmut Schmidt will be quoted as saying that a cutoff of 30 per-
cent of the Federal Republic’'s chrome supplies will reduce the
growth of his country’s gross national product by 25 percent and
throw 2% million Germans out of work.

The third step in the a priori argument is to compare Soviet and
American dependency on foreign supplies of strategic nonfuel min-
erals, the result of which shows that the Soviets at the most import
no more than between 2 and 30 percent, with the exception of
cobalt, whereas the West, including the United States, has depend-
ency rates in the neighborhood of 90 percent. Then one notices that
most of these minerals are concentrated in southern Africa, “the
Persian Gulf of metals”—and when this is combined with the
Soviet Union's recent “mucking about” in Angola, Zimbabwe, and
Namibia, bingo, people see a Soviet resource denial strategy menac-
ing the sealanes around southern Africa and the region’s critical
mineral sources.

By and large, however, there is little evidence that the Soviets
think in such terms, or have developed a coherent, explicit, high-
priority resource denial strategy.

Nothing that Admiral Mott said a moment ago persuades me
that there is contrary evidence. That the Soviets are conscious of
Western vulnerabilities in strategic raw materials there can be no
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guestion. That consciousness is evident in open Soviet publications.
So too is it obvious that the Soviets have a mounting interest in
buying minerals abroad. Nor can there be any question that the
Soviets regard the U.S. global position as dependent on American
economic ties with a wide range of commodity-exporting Third
World nations.

But the sum of these points is far from proof that the Soviet
leadership systematically seeks control over the flow of resources
to Western economies and intends, if necessary by military means,
to be in a position to “turn off the tap.” I will look very closely at
Ambassador Kohler’s study to see what evidence he finds in Soviet
sources of a couscious and systematic denial strategy. 1 doubt
Soviet sources, public or private, will hear out the case.

Not only can the case for a Soviet resource denial strategy not be
sustained from Soviet publications, the actual pattern of Soviet
behavior, in my view, does not make the point. On this score the
principal test case is Soviet interventionism in southern Africa.
None of what T am about to say minimizes the dangerous and
troublesome implications of Soviet military intervention in south-
ern Africa. For predictable reasons recent Soviet interventionism
tracing back to the 1975-76 Angolan civil war has contributed
decisively to the deterioration in United States-Soviet relations.
But this said, the actual character of Soviet intervention does not
support the thesis that a resource denial strategy is being imple-
mented.

The Soviet interventions in Africa have been too discontinuous,
too chaotic, too unsystematic to suggest an ambition as purposeful
as resource denial. They have intervened (in Africa) timidly, care-
fully surveying their next step before taking it—apparently ready to
retreat if challenged. Before intervening in Angola and the Horn,
they apparently supported mediated settlements. Neither aspect of
their action implies a determined preconceived strategy.

I will not comment on the credibility of the other three fears in
detail, but concerning the second fear, the notion that the Soviets
wish to secure privileged access to foreign resources to meet their
own domestic requirements—or those of Eastern Europe—it is
enough to say that any such interest would scarcely justify risky
political and military actions likely to bring a confrontation with
alarmed NATO powers.

In the case of the third fear, while I consider it more plausible
that the Soviet leaders appreciate the windfall economic benefits
that disorder in mineral-exporting regions may bring their way,
again, they are not foolhardy enough to make such gains a high
priority of policy-—in particular not by means of a high-risk, heavy-
handed, politico-military strategy. The gains would be incommen-
surately smaller than the hazards.

The fourth fear makes the most sense to me. 1 think it likely
that the Soviet Union in a vague and diffuse way is interested in
encouraging southern Africa and other countries to form cartels
controlling price and in certain circumstances jeopardizing econom-
ic performance within the West. It is certainly true that the Sovi-
ets have long urged nationalization of foreign enterprises. They
have also backed a wide array of the Third World’s economic
demands made of the industrialized capitalist powers. Doubtless
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this has been done in part because Soviet leaders instinctively view
economic challenges of this sort as a way of diminishing the West
politically.

Yet, at the same time, Soviet actions and specific positions on
concrete issues in the so-called North-South dialog have been far
less clear cut.

As a practical matter, the Soviets have been unwilling to pick up
their share of the burden for aiding development within the devel-
oping countries, including those which they define as their friends.

In the dialog over a New International Economic Order, Soviet
support for the South is conspicuously rhetorical and largely at the
level of “doing in the imperialists,” or “exacting a pound of flesh
for the earlier colonial exploitation of the Third World.” When it
comes to the hard issues, however, such as commodity market
stabilization, concessionary financing, technology transfer, debt re-
scheduling, governance within a new international economic order,
and so on, then the Soviets are more often with the North, and the
South notices.

Thus, even the fourth fear deserves to be qualified because of the
equivocation in actual Soviet diplomacy.

Beyond these four fears there are other concerns, however,
worth keeping in mind. First, I think it is fair to say that in
wartime the Soviets may well intend to practice a resource denial
strategy, Were I a U.S. military planner I would assume that the
Soviets have contingency plans for interrupting the secure supply
of nonfuel strategic minerals in a war. Though even in war |
suspect that the priorities for the Soviet Navy are likely to be in
the North Atlantic. Threatening the sealanes coming out of the
Indian Ocean and around southern Africa is likely to be a lesser
and delayed priority. One should note that: Admiral Gorshkov, the
man who directs the Soviet Navy in his writings, underscores the
importance of the seas as a supply route for highly resource-depend-
ent Western nations.

Second, the Soviets in some general unorchestrated fashion may
try to exploit disruptions in mineral markets to their economic or
political advantage. I have little doubt that the Soviets are delight-
ed to see their import earnings fattened by disruptions affecting
other mineral supplies.

But this is essentially a passive, unfocused stance, not the mak-
ings of an elaborate, assertive strategy. Even on the more specific
question of whether the Soviets are likely to use their own mineral
exports to pressure Western customers the evidence is not conclu-
sive. The Boviet Union did cut off chromite exports to the United
States in the spring of 1950 before the Korean war. More recently
they have reduced tungsten sponge exports to West European
buyers. But it is not clear that either was done to put political
pressure on the other side. At least their purpose was not made
explicit, a strange way to apply economic sanctions if that is what
they were doing. When we cut off grain deliveries to the Soviet
Union after the Afghan invasion we let them know why we were
doing it.

Finally, in the broad East-West competition, we must assume
that the Soviet Union will not play a particularly constructive role
in North-South discussions of international economic issues. At a



56

rhetorical level they will try to accentuate divisions between devel-
oping countries and developed market economics, when it comes to
practical steps for doing something about international economic
reform, they are likely to be missing.

If I may finish with some general guidelines following from this
analysis: First, “several don'ts:”

First, don't let a balanced U.S. policy in southern Africa on the
broad range of southern African issues be tilted by a single exag-
gerated concern over Soviet designs on the mineral resources of the
region. Don't let a sound African policy be undermined by the false
%ee_d to defend ourselves against a resource war with the Soviet

nion.

Second, don’t let false concern over the Soviet threat to nonfuel
strategic minerals distort domestic policy choices. There may be
general changes that we wish to make in our environmental laws,
but not because we are engaged in a dramatic struggle with the
Soviet Union over secure foreign mineral supplies.

Third, don’t let a preoccupation with a nonexistent Soviet re-
source-denial strategy blind us to the possibility of dealing more
constructively and realistically with the threats the Soviet Union
does pose. In this case, in particular, we should not overlook the
prospect. of some kind of crisis management with the Soviet Union
in areas like southern Africa. In short, don’t let the notion of a
resource war with the Soviet Union close our eyes to the impor-
tance of continued dialog with the Soviet Union addressed to doing
something about superpower interference where there is the risk of
regional instability.

On the other hand I would propose one major “do’: This has to
do with the distinction between vulnerability and dependency. It is
an important distinction in my judgment.

We as a nation can afford a considerable degree of dependency—
as we have in both oil and nonfuel strategic minerals—if we ad-
dress the vulnerability problem. In the case of fuel that means we
must install backup systems in industry by which one fuel source
can be swiftly converted to another. It involves international stock-
piling—national stockpiling is not adequate within these circum-
stances. In the area of nonfuel strategic minerals the first step is
stockpiling.

Then there are a series of additional steps to be taken reducing
the risks of vulnerability in the face of resource dependency. ,

In sum, we ought to be cautious in the way we define the place
of strategic nonfuel minerals in our foreign policy agenda, being
careful not to let false concerns distort U.S. policy toward southern
Africa itself; second, toward the Soviet Union generally; and final-
ly, on a range of important domestic issues.

[Mr. Legvold’s prepared statement follows:]
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PREPARED STATEMENT OF ROBERT LEcvoLp, SEnior FerLLow, Councin oN ForegigN
RELATIONS, AND ADJUNCT PROFESSOR, COLUMBIA UNIVERSITY

THE STRATEGIC IMPLICATIONS OF THE SOVIET UNION'S NONFUEL MINERAL RESOURCES
POLICY

In thinking about the problem the Soviet Union creates for our friends
and us in the area of nonfuel winerals, two distinctions are worth making:
First among the fears we harbor; second in the credibility our various fears
deserve., Different people, it turns out, worry about different things, and
the contrasts merit careful censideration. The analysis, however, would be
incomplete if left at that, and so the last part of the paper goes on to ask
which among these fears is justified and which, in contrast, should be doubted

or even dismissed,

FRAR QF A SOVIET RESOURCE-DENIAL STRATEG:{

Cur fears divide inte four basic categeories: First, that the Soviet Union
is engaged in a long-term systematic strategy to deny the West assured access
to critical mineral rescurces; second, that the Soviet Union seeks privileged
access to world supplies of vital minerals for itself; third, that the Soviet
Union is ready to make political mischief in mineral-exporting regions for
reasgons of economic opportunism; and fourtk, that the Soviet Union is ready
to make economic mischief in league with minerals exporters for reasons of

political opportunism.

Of these concerns, the first receives the most attention. The notion that
the Soviet Union is metheodically stalking the foreign sources and supply lines
of strategic minerals vital to the industrialized economies of the West persuades
a growing number of people. For many who believe the Soviet Union seeks control
over the flow of Persian Gulf oil te the ¥est, the thought that it also means to

threaten -- or to he able to threaten -- vital nen-fuel mineral supplies fallows
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naturally. 1In both cases, the Soviets are assumed to have a highly strategic
approach to oil respurces concentrated in the Persian Gulf area and to strategic
minerals concentrated in southern Africa; that is, in both cases they are
thought to see Western dependency as an irresistibly potent source of Soviet
leverage if only control can be gathered into Soviet hands. In both cases, they
are assumed to relish chaos and wiolence within these critical regions, viewing
turmoil as the best setting for the growth of their own influence, 1In hoth
cases they are assumed te stress military power as the primary instrument of
their ambition -- a fairly blunt instrument on which they supposedly count to
promote local elients, to subvert the West's strategic position in key countries,
and to imperil secure sea-lanes of communication {SLOC) esseantial to the steady

fiow of critical resources,
-~

The conyiction that the Soviet Union attaches high priority to menacing
Western mineral supplies is not a random or free-floating fear. On the cont;ary,
most of the convinced share a broader and more basic conviction that Soviet
designs on the mines, oilfields, and markets of the Gulf and southern Africa
form an integral part of a grand geostrategic offensive against the global
pesitionef the industrialized West., A resource denial strategy, accordingly,
represents but a component, a mini-version, of the Soviet Union's larger purpose.
The relentless amassing of military power, the mounting instances of Soviet
intervention in remote crises, the invasion of Afghanistan, the partnerships
struck with the Cubans and a burgeoning group of radical client states, they
would argue, are not so many happenstances, but related pieces in a systematic
Soviet effort to destroy the keystones of Western security and well-being, thus
altering the underlying balance of power between Fast and West, leaving the
Soviet Unien with the upper hand in all of the world's critical strategic
theaters, beginning with those nearest the Soviet Union. At root, therefore,

the systematic character of Soviet efforts to dominate Western mineral supplies
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matters less than the broader, more far-reaching strategy which these efforts

supposediy serve.

There is a second characteristic of this first apprehension: It is largely
a priori in nature. It stems almost wholly from the starkness of the Western
predicament, not from evidence of Soviet intentions. Thus, the chain of
reasoning begins with a statement of U.5. and West Furopean resource dependency.
The United States imports 91 percent of the chromium used by industry (West
Europe 100 percent}; 91 percent of the bauxite {West Eurcpe 37 percent);
97 percent of the cobalt (West Europe 100 percent}; 98 percent of the nanganese

(West Europe 100 percent), and so on.

This is folluwed by some indication of the critical rele these metals play
in Western econuvmies. Without them, we <ould not "build a jet engine or an
automobile, run a traiw, construet an o3l refinery or a power plant.' We could
not "pracess food or maintain a sanitary restaurant or a hospital operating
room," We could not “build a computer, clean up the air and water,™ and so the
list gacs.l Cr maybe a national leadsr like ilelmut Schmidt is quoted to the
effect that were the West German economy cut off from its supplies of chrome
far a year, the GNP would drop by 25 percent and 2.5 million would be thrown

out af work,

Note is taken of the Soviet Union's and East Europe's lesser vulmerahility.
In those critical minerals where Western import dependency exceeds 85 percent,
the Soviet Union and its allies buy between 2 and 30 percent From the outside
world {with the exception of cobalt, which is close to 70 percent}. By
implication, therefore, the Soviet Union with fewer sccond thoughts can pursue

a rough-and-tumble strategy putting the other side's mineral supplies at risk.
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In the chain of argument -- an argument whose "facts speak for themsclves' --
no fact figures more prominently than the criticality of southern Africa. In
one breath the West's intimidating resource dependency is laid out; in the
next, southern Africa is introduced as the decisive choke peint of that depcndency.
0f the 97 percent of the United States' cobalt that comes from ahroad, 76 percent
is mined and shipped from southern Africa; 48 percent of the chromium; and
44 percent of the manganese. ihen it comes to scmething like the platinum group
metals, the percentage soars to 83 percent. Or as a variation on the same thcme,
when Soviet reserves are added to the mineral reserves of sputhern Africa, the
vision of a Soviet monopoly over the known stocks of chromium, titanium,
vanadium, manganese, etc. begins to take on frightening and nearly lifelike
propertions. Southern Africa is, in the phrase of the day, '"the Persian Gulf
of metals” -- a comparison that comes ;utomatically when the numbers are
fcatured.

The final leap is almost effortless: To the West's need and southern
Africa's impertance, one adds Soviet intervention in Angola and other African
troublespots, and the whele picture seems dramatically clear. It is taken for
granted that the Soviet Union is not merely responding to random oppertunity;
that the rallying to various movements or f{acticns in the confusion of Peortuguese
decolonization and the war in Rhodesia reflects a conscious effort to entrench
the Soviet Union pelitically and militarily within the region; and that open,
large-scale armed interventien demenstrates how boldly the Seviet leadecrship
intends to move akcad. The link between the intrinsic importance of the regicn
and a compelling Soviet determination te deny its riches to the West -- or to
dictate the terms of trade -- turns cut to be the reole the Seviet Union has

played in Africa's recent moments of violent change,

The apparition -- or for many, the conviction -- of the Saviets pursuing

a resource-denial strategy in strategic metals, along with the parallel fear
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for oil, represerts an important evolution in our perception of the Soviet
threat, No langer is outarming the West assumed to be the Soviet leadership's
only ultimate source of leverage; the resource vise now emerges as a second
frightening alternative -- one, of course, closely bound up with the growth of
Soviet military power. As a result, how much sharper and more concrete the
threat now seems than a decade ago, when the worry was over a rather shapeless
Soviet effort to influence the hearts and minds of the so-called emérging
nations and the menace of Soviet military power fell largely but imprecisely

on Western Europe,

FEAR OF THE SOVIET UNION A5 A COMPETITUR FOR STRATEGIC MINERALS

The second kind of fear is a newer one and the obverse of the first. Some
are afraid the Soviet Union, whatever iEs other aims, intends to satisfy a
larger share of its mineral needs from foreign sources -- sources currently
serving the West. From a notable exporter of nor-fuel minerals, according to
the suspitions of some, the Soviet Union may well be becoming a significant
importer. Since 1977 the Soviet Union has altered its buying and selling
practices strikingly: cutting exports in some cases (e.g., chromium, platinum
group metals, and lend},_halting those to the Kest in others (e.g., manganese},
and in still other cases ceasing exports entirely {e.g., titanium sponge).
1t, along with its allies, has purchased sizable quantities of manganese from
Gabon, though traditionally the Soviet Union has becn one of the world's leading
exporters of manganese, and its manganese industry remains the largest in the
world. It has begun buying cobalt from Zaire and Zambia, long-standing suppliers
of the West, to go along with its considerable imports of Cuban cobalt-nickel

concentrates,

Signs are, say experts like Daniel Fine, that the Soviet Unien is shedding

(or losing) its position as a self-sufficient mineral consumer, reliable supplier

A5-620 0 - 82 - 5
i
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to East Europe, and alternative source for the West. Two different explanations
are offered, According to some, the Soviet Union is rapidly running out of
accessible economic stores of key non-fuel minerals, much as it is said to be
exhausting exportable oil surpluses. This is Fine's view. He speaks of a
‘negative minerals balance' as already upon the Soviet Union. And he warns

that such a '"negative resources balance (both energy and non-energy}' is the
"prerequisite fsic/ for Soviet outward access strategy supported by the expanded

power projected capability of the Soviet Union's armed forces.'?

Or, according to a second hypothesis, the Soviet lcadership by choice is
turning its back on the principle of self-sufficiency in order to secure the
econgmic advantages of foreign trade. Either to conserve the Soviet patrimony
or to seek the comparative savings in buying abroad, the Soviet leadership has

-
thus decided to let others supply minerals to the Soviet economy -- to participate
wore fully in what the Soviets call the “international division of labor." As )
the costs of developing mineral sources in the rich but unyielding Siberian
region swell and the grade of key ores now being mined declines, so the argument
goes, the Soviet leaders have a natural incentive to reconsider their traditional
stzke in self-sufficiency and to look to foreign exporters for a larger part

of their country's non-fuel mineral needs.?

Either way, the implications are thought to be ominous. Whether the Soviet
leadership is forced to turn outward by economic mecessity or inspired to by
economic rationality, the Soviet Union remains for many an odd and disturbing
competitor. Without a convertible currency and with a dwindling ability to.
earn hard currency -- or so it is commonly assumed -- the Soviet Union is not
likely to do well in the market place by ordinary means. Precisely what it
may suhstitute rarely gets spelled out, but the possibilities appear to range

from the quasi-commercial {e.g., pushing arms sales) to rude politics (e.g.,

military intimidation), to outright colonization {e.g., Afghanistan cr, in some
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relevant respects, Cuba). DNaniel Fine, to pick an example, talks about the
Soviet Union as & country that latks "conventional internaticnally Tecognized
buyer capability," and then goes on with a cautioning as vague as it is fore-
boding: "Without that capability, or something equivalent, it is not clear that
the transition of the Soviet Union from resources 'seller' to ‘buyer' will be

accomplished in a relatively non-conflictual manner .4

FEAR OF THE SOVIET UNION AS AN ECONQMIC OPPORTUNIST

The third fear is of economic opportunism leading to political mischief-
making. Simon Strauss, for example, argues that "while political and military
factors are often cited to account for Soviet and Cuban invelvement in Africa,
the Soviet Union surely has not lost sight of possible commercial advantages.
Civil disorder in South Africa and Rhodesia on a scale that would interfere
with production of these minerals would encrmously expand the value of Soviet
export.s.“5 His worry that Soviet leaders may be tempted to see eccnomic profit
in political conflict has several forms, Strauss expresses one: that the Soviet
Union would value the price advantage to it in a disruption of production
in southern Africa caused by large-scale civil disorder, South Africa in
flames doubtless would bring the Soviet Union a higher income for a whole series
of non-fuel minerals. Trouble in Zambia or Zaire paralyzing the mines well
might add to the export earnings of Soviet copper. Conflict in Zimbabwe or
Mamibia would perhaps enhance the Soviet Union's market position in antimony,

tantalite, beryllium, and a number of other rare metals.

Something of the same effect, only more permanent, might be achieved b}
colluding with leftist client regimes -- were they in place -- to control
prices, The objective would be an OPEC in strategic minerals, only this time
with direct Soviet participation. The trick is to bring likely ¢lients to power,

a process that again holds the most promise, atcording to ¥Western analysts who
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share this apprehension, where thereis turmoil. By implication the Soviet Union
is already well on its way, thanks to the changes in Angola and Zimbabwe,
changes growing out of political vioclence and alded in no small part by Soviet
armed meddling., Namibia, they would argue, is next, and then the grand prize,

South Africa itself,

Short of fancying the various favorable effects political disarray in
southern Africa may have on their export earnings, the Soviets, say some, have
found other ways to expleit trouble to their ecomomic advantage. The most often
cited case is the Soviet purchase of 300 metric tons of Zairian cobalt on the
eve of the second invasion of Shaba province in spring 1978. Since the invaders
were allegedly trained by the Cubans and pethaps by the Soviets and East Germans,
the Soviet purchase looks to some suspiciously like an attempt to do a little
stockpiling with the benefit of inside kﬁowlcdge. Other supporting illustrations

may not be plentiful, but the image of Soviet eagerness to play the economic

angles of local crises remains undimmed.

FEAR OF THE SOVIET GNION AS A POLITICAL OPPORTUNIST

Finally, there is the reverse concern of Soviet political opportunism
pursued by economic mischief-making. By economic mischief-making I mean the
Soviet Union egging Thirtd World nations on to aggressive economic policies:
encouraging nationalization of foreign industry and trade, exhorting and abetting
cartelization in key commodities, including non-fuel minerals, and urging
exaggerated demands in North-South negotiations. The political opportunism
comes from doing these things in hope of diminishing the economic underpinning

of the West's global power.

The Soviets openly condemn the West's economic ties with the developing

nations and the institutions sustazining them as a critical component of the

West's global position. They have long argued for a restructuring of the inter-



65

national economic order precisely because it would strike at U.S5., West European,
and Japanese power in the outside world. They, some belive, are or will soon be
fostering intemperate and prejudicial economic policies on the part of mineral
exporters for much the same reason. If the Zimbabwes, Angolas, and Zaires of

the wotld can be gotten to treat Kestern economic interests roughly, so the
Soviet leaders are thought to think, the infrastructure of Western power will
begin to crack. Viewed in this light, the political strains createa by OPEC

are its first and most direct benefit. And its most profound, indirect benefit
turns out to be the damage done to Western security by the economic uncertainties
surrounding the supply of oil. Those who believe the Soviet Union has a
political stake in seeing the United States and its friends under the economic
gun find it easy to believe that the Soviet leadership would like to see the
challenges to Western economic preferences multiplied, and strategic non-fuel

minerals represent an additional area of opportunity.

EVALUATING OUR FEARS

The first two feers are two sides of what has come to be known as the
“resource war" between the West and the Saviet Union., Either because the
S oviet Union wants to deny minerals to the West or because increasingly it
needs them for itself, or for both reascns, the Soviet leadership is said to
have made control over mineral supplies a conscious target of policy. Counter-
acting Soviet-aided revolution in mineral-rich parts of the world, therefore,
is important not anly to discourage random predatory moves and to quiet sources
of tension, but as a response to a carefully calculated strategy. In particular,
preserving congenial regimes in southern Africa, and above all in Scuth Africa,
iz not merely a matter of casual confort, but of checkmating this strategy at
its core. As one of the convinced writes: “All recent developments in Africa

have been interpreted by ‘oscow as preliminary rounds to an onslaught on the

final target, the Republic of South Africa."® South Africa, "the key to
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sucgess on the entire continent,” the Soviets are said to stress, thus becomes

™an increasingly important part of the outcome of the East-West struggle.'

Unlike the first two fears, the last two presuppose no particular strategy
nor anything so grandiose and elaborate as a "resource war." They represent
Soviet expediency -- the Soviet Union making the most of opportunity. In one
instance, the Soviets are portrayed as econemic opportunists garnering from
political disorder what they can; in the other, as political oppertunists
ready to seize on economic discontents te damage an opponent. But in neither
are the Soviets assumed to proceed with clearcut objectives and a developed
strategy.

None of these four fears, however, is necessarily incompatible with the
other three. Dne can believe in all four. Some may simply be more persuasive
~
at particular times, or they may appear in different timeframes, For example,
in the short run the Soviets may focus more on the scattered pulitico—cconumic
effects of an Angolan or Namibian revelution, while nonetheless valuing change

of this kind as a step toward the longer-term aim of dominating the region's
mineral exports. Put another way, the four fears might be rcgarded as reflecting
minimum and maximum Soviet aspirations. Seen inthose terms, the four are

presented in order of the Soviet Urion's most to least ambitious aspirtations.

Judged according to their credibility, however, the order is just the
reverse -- from the least to the most plausible fcar. The most dramatic and
commonly mentioned of the three -- the notion that the Soviet Union is pursuing
a resource denial strategy -- seems to me the least demonstrable. Whereas
the last concern -- the impression that the Soviet leadership sees some vague
political advantage to aggrcssive cconomic actions on the part of Third World
commodity exporters -- echoes rather clearly in the Soviet lcadership's own

comnents.
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The Fear of a Soviet Resource-Denial Strategy

The first fear is unconvincing largely because of what I earlier called
its a priori nature. It exists because of the hazards we see in our resource
dependency, not because the Soviet leadership can be shown to believe in, let
alone to pursue such a strategy. Simply no evidence exists suggesting that
Soviet lcaders think in terms of strangling the West by denying it stretegic
non-fuel minerals in peacetime, not, at least, in any way relevant to workaday

policy. (What their fantasics may be is another matter, but not easily explored.)

If the Soviet leadership took the idea seriously, one should be able to
find traces in what they say and write. In other instances, our érimmest
impressions have some reflection in Soviet scurces. For example, those who
regard the Soviet military threat as greater still because Soviet military

.
planners are thought to believe in the possibility of fighting and winning a war,
even a nuclear war, can find statements from Soviet military authoritics saying
as much, Those who doubt the wisdom of seeking detente with the Soviet Union
because its leaders appear to view detente as a more advantagous framework
with which to pursue the competition with the Kest will have no trouble finding
evidence. Scviet writers and speakers have élwnys been candid in justifying
detente as a safer, more constructive, and cheaper way to wage the struggle.
Those who believe the Scviet Union means to push radical change even where it is
considered threatening by the West, whatever interest the Soviet leadership
professes in stabilizing East-West relations, negotiating arms control accords,
and expanding economic cooperation, again have only to read the Soviets themselves.

The list of illustrations could be easily lengthened.

But as for the Soviet fascination with threatcning mineral supplies as a
handy recourse for influencing U.S. hehavior, hardly any cvidence is to be

found, and those who believe the Soviet leadership is consciously irplementing
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such a strategy offer none. Little of the argument invelves consulting conven-
tional Soviet sources; when Soviet authority is marshalled, usually it is a
remark about the significance of African minerals to Western economies. A Soviet
author will be quoted to the effect that "the U.5. imports from Africa nearly
100 percent of her imported diamonds, lithium derivatives, beryllium, columbite,
cobalt and palm oil; over 50 percent of her cocea, vanilla, long-staple cotton
and mahogany, 25 percent of her antimony, chrome, graphite, mangane;e and
tantalum; and significant quantities of rubber, gold, uranium, and eil 7

In fact, Soviet analysts who note U.S5. and West European mineral dependency
invariably are explaining why the Western powers are supposedly sb apgressive
and rapacious in regjons like southern Africa, but this is taken as a confession
of the designs the Soviets thcmselves have on secure Western mineral supply
sourcas, 8 It is rather like Soviet commentators who take Western analysis

of Poland's importance to the Soviet Union's East Curopean glacis as proof of
U.S, or West European determination to subvert Soviet authority there. But
beyond such dubious fragments, it is hard to find wuch in Soviet writing that
suggests Soviet pélicymakers think a resource-denial strategy {in strategic

metals) has the remotest connection with reality.

Granted Soviet purposes are not revealed only in Soviet texts. Judging
what the Soviet Union is up to also requires attention to the pattern of Soviet
actions., What may not figure in Soviet writings may nonetheless by evident
in tie things they do. Yet here, too, in my estimation, Soviet behavier, when
examined closely, does not prove what a search of the literature fails to prove.
Far from the systematic, self-possessed assertion of power that a well-integrated
{rcsource-denial) strategy implies, Soviet intervention in southern Africa has
been tentative, jerry-built, marked by fits and starts, and at times distinctly
confused, This does not make Soviet military interference in the region any

less troubling or unacceptable if East-Kest relations are to be less tension-
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ridden, but it does cast doubt on the notion that the Soviet leadership has

known what it was after and singlemindedly set about its pursuit.

If Soviet actions are taken case by case, step by step, the conclusions one
draws are noticeably different from those produced by a simple hindsight glance.
The first, and in many respects the boldest, of the Soviet Union's African
interventions -- that into Angola's civil war -~ hardly fits the image of a
carefully plotted, cooly executed enterprise. The ppportunity arose because
of the fall of the Caetano regime in Portugal, not because of anything the
Soviet Union did, and at a time when Soviet observers were least expecting it --
when, moreover, Soviet relations with the MPLA, its client grnup,‘were in greatest
disarray. IWhen the warring began, the Soviet Union's first impulse was apparently
to support a truce among the three continding parties and a sharing of power.

The Cubans, not the Soviets, were the fi;st to offer military assistance, and

they did so before they knew the Soviets were on board. Once the Soviet militar;
intervention accelerated following the collapse of the Alvor Accords in spring
1975, each step was timidly taken with a nervous eye on American reaction.

At least until South African interference freed them from any concern, the

Soviet leaders were attentive to OAU sentiment and probably ready to yield to

a clear-cut African majority against their involvement. As late as December 1975,
only a few weeks from the deeisive moments of the civil war, the Soviets

appeared uncertain of their next move were the Americans to throw themselves

into the battle.

Essentially the same elements of equivocation afd caution marked the
Soviet-Cuban intervention in the Ethiopian-Somali war two years later. Their
Angolan triumph did not make them eager to deo it again. Rather than pick a
side and begin airlifting in tanks and Cuban soldiers, the Soviets first tried
to mediate the dispute between the two African states, struggling to protect

their position with both., When this failed and the fighting escalated, the
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Soviet leadership avoided early direct involvement add continued trying to
mollify both sides. Once they burned their bridges with the Somalis and the
course of the war turncd against their remaining clients, they spent several
weeks carefully considering the military commitment they were about to make and
measuring the likelihood of an American countermove. Only when they were
satisfied that a quick success was possible, an American military response
unlikely, and as & bonus an implicit African sanction probable, did they move,
And when they moved, they were careful to stay within the confines of the so-
called Ogaden war; they, contrary to the predictions of many, made no attempt
to use the war as a springboard to everthrow Siad Barre and reinstall themselves
in Berbera, ner did they assume an unlimited license to crush the Eritrean

insurgency weakening their friends in Addis.

S

In Rhodesia, they lined up with a single faction, a faction that was sure
to fare most poerly should the outcome be decided by arms, since it had the
weaker army within the Patrictic Front, The assistance the Soviet Union provided
its friends was less than generous and its contribution through the so-called
CAU Liberation Fund more niggardly still, a fact commented on cccasionally by
various Africans, including its friends within Joshua Nkomo's ZAPU Party.
Rarely if ever did the Soviet Union press beyond thelimits established by the
front-line states, limits designed in part to avoid large-~scale Soviet-Guban
participation. And, when the Lancaster House settlement opencd the way to a
peaceful transition from white rule and in effect the defeat of its local
favorites, the Soviet Union did little to block or overturn the agreement. Nor
did the Soviet leadership show much taste for a black civil war between the-
two hialves of the Patriotic Front after the collapse of the "internal settlement,”

though this may have been the only hope for those whom the Soviet Unionm backed.

None of this is to paint Soviet military intervention in Africa as

innocent or benign. Kor is it to dismiss the ruthless way the Soviet Union
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well might act were it in 2 position to control the flow of minerals to the
West. But on the latter point a critical distinction must be kept in mind:
There is a world of difference between the Soviet Union being bent on creating
a situation or opportunity, and what might happen should such a situation or
opportunity arise, What the Soviet Union would do to create a situation may be
fundamentally different from what it would do in a situation, We have every
reascn to mistrust Soviet behavior were the opportunity to emerge, but that is
a distinctly different matter from a Soviet policy dedicated to producing the
opportunity. The distinction holds important implications for our own policy

respense, a subject taken up at the close of this paper,

The Fear of the Soviet Union as an Economic Competitor

If our fears fall into three categaries -- namely, those to be taken
seriously, those to be treated agnostically, and those to be regarded skeptically
or dismissed -- then in my judgment the fear that the Soviet Union, as a
practical and high-priority aim, pursues a resource-denial strategy belongs
in the third. The same can be.said of the second fear in its starkest form,
Basically three considerations make one doubt that the Soviet Union is or will
soon be driven to compete with Western industry for southern African minerals,
much less spurred to make a grab for these resources: First, the evidence
that the Soviet Union is rapidly turning from a net exporter of strategic
minerals into a net importer remains limited and highly questicnable. The
case has been made by essentially one expert.9 It is based on falling export
rates in some Soviet non-fuel minerals and unexpected buying forays in thesg
and other minerals. But in fact, in none of the minerals traditionally exported

by the Soviet Union is it scon likely to become a net importer.

Take the three most significant candidates -- chromite, manganese, and

titanium, Soviet exports of chromite have been falling over the past decade,
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but, according to the Mining Annual Review, they remain at roughly 30 percent
of annual production. Much of this is a lower-grade u;e, and the sharp decline
in the high-grade variety has apparently prompted the Soviet Union and its

East Eurcpean allies to shop elsewhers., But, again, spot purchases of Albanian

or Iranian 4B-percent Cr 03 scarcely proves a trend, If the Soviets choose to

Z
make the investment, and apparently they are, their large reserves of lower-grade
ore can be upgraded through beneficiation, and they will have no need to depend

permanently on other suppliers.

The case of manganese scems cven less compelling. True, the ore grade is
declining, perhaps inducing the Soviet Union and its COMECON partﬁers to buy
196,000 tons of Gabonese manganese in 1978 and 350,000 tons in 1979, True,
Soviet geologists have not discovered major new reserves for some years, and
present reserves may not last more than EO years. But that is not an alarming
prognosis, and in the meantime the Soviet Union continues to export at roughly
13 percent of preduction, most of it to Eastern Burape. To maintain production
and export rates, the Soviets, again, may be forced to invest more, for the
costs of mining and processing less accessible and lower-grade ores will tise,

but it is easily within Soviet ken to avoid sizable external dependency.

Titanium is the other frequent illustration, largely because the Soviet
Union, the world's largest producer of titanium, suddenly stopped exporting
titanjum sponge in 1979, and instead imported ores equal to 10 percent of
domestic production, Indeed, the Soviet Union may not expert much titanium
to the West in the near future {until 1979 it supplied almest 50 percent of
West Guropean nceds, a gap now filled by Japan), but its production continues
to expand at high rates, high enough to satisfy, or nearly so, scaring military

dermand for this c¢ritical ingredient of modern submarines and aircraft.
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There is 8 lesson in the way so many people jumped to conclusions about
the Soviet Union's anticipated energy crunch and the dire acts the Soviet Union
was then likely to visit on others. And it is not merely that simple extrapola.
tions of current production and consumption trends -- at best the technique
used by those predicting Soviet strategic mineral deficits -- are often knocked
awry by special Soviet efforts to alter trends. It is that so many people
asserted a shortage of oil in 1985 as the explanation for all the Soviet Union
wag already doing, or about to do, in the Persian Gulf, Wwhether the Soviet
Union yet suffers serious energy preblems by the end of the decade, we ought not
to obscure for ourselves how confidently many analyzed Soviet behavior on the

basis of an earlier shortage that is not to be,

But even were the Soviet Union shortly forced to import 5 to 10 percent of
its lead, zinc, or titanium needs, what En that cireumstance would begin to
justify the risks of plundering Western sources of supply? The magnitude of the
stake bears no relationship to the hazards of proceeding in any fashion
threatening Western access, This is a second reason te doubt the good sense of
fearing the Soviet Union as a desperate plobal competitor for strategic non-
fuel minerals. How reckless do we imagine the Soviets would be in order to add
10 percent to their gross supply of lead? Enough to put the Western powers
utterly on edge by some rash bid? If that is the argument, what episode ar
experience in the sixty-four years of Soviet foreign policy suggests Soviet

leaders indulge in this level of adventurism?

Finally, one wonders at the facile notion that, were the Soviet Union
compelled to scek minerals on international markets, it could not ohtain them
'through normal trading arrangements. Those who take it for granted that the
Soviet Union does not have the wherewithal to trade for minerals and will
inevitably seck concessionary terms by strong-arm means or even outright

seizure have little acquaintance with the Soviet trade picture. To start with
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the worst case: Were the Soviet Union soon forced to import 1 to 2 million
barrels of ¢il a day, this, in effect, replacing sales amounting to 50 percent
of Soviet hard-currency earning with an additional $8-12 billion import bill,
the Soviet leadership doubtless would have to rethink its entire foreign trade
program, including the quantity of minerals it could comfortably buy abroad.

But even then it would have a range of alternatives -- from expanded gold sales,
to enlarging its low debt burden, to domestic reform permitting expﬁnded non-
fuel exports -- for achieving many of its foreign economic objectives without

resorting to openly aggressive measures.

In reality, however, there is likely to be great flexibility in the Soviet
Union's overall trade choices, Rather than becoming a net oil importer any time
in the next five to eight years, most experts now assume the Soviet Union will

-
continue te export oil.lo Some even anticipate that increased gas sales,
should the Yamburg pipeline be completed, will offset any drop in eil hard-
currency earnings. Moreover, to the cxtent that the price of oil and gas rises,
the Soviets will need to export less to finance technology, grain, and mineral
imports, To the extent Soviet economic growth slows over the next several
years, it will need to consume less oil and fewer minerals, And to the extent
that low grewth in the West depresses commodity prices, including those of many

nonfuel mincrals, the Soviet Union will be able to obtain what minerals it

wants advantageously,

If in faet the Soviet lUnion's hard-currency carnings do not collapse --
and at this stage it would be a foolhardy soul who insists they will -- then it
should have no trouble managing its foreign trade, including mineral exports.
Since 1975, the Soviet Union has been remarkably skillful im restoring order to
the Soviet trade balance and current account,ll This it has done by carefully
modulating imports of manufactured goods, sclling gold {and arms), and restructu-

ring syndicated Euroleans secured in large numbers 1974-1975. Soviet policy-



75

makers, unlike some of their East European counterparts, have shown themselves
to be supremely conservative in managing account deficits and remarkably deft

in getting others to finance their trade. Drovided Sovier ecomomic trends
continue -- likely leading to tight, but not crisis choices -- the Soviet leaders
will have adequate flexibdility in conducting their trade. Moreover, assuming

as I do that they will enter mineral markets to optimize economic choice rather
than for lack aof choice, they will judge a trading opportunity by cbmmercial
criteria and seize it by commercial means, Generally they will look to the
cutside world for nonfuel minerals when they are cheaper than home-produced ones
by some calculation of internal investment trade-offs. Buying Gabon's manganese -
may indeed appeal more to Soviet planners than bothering to produce domestic
manganese for all their requirements when that marginal investment ruble appears

better spent in some other sector af the economy. As before, the Soviets will

also doubtiess turn to foreign suppliers to bail them out of plan shortfalls .and.
short-term bottlenecks, Yet, increasingly the Soviet leadership accepts the

need to rely on the global economy . Step by step it is allowing itself to be
drawn into international trade, despite a Soviet price system that makes it

hard for Soviet economic decisionmakers to determine comparative advantage,
Self-sufficiency is no longer an automatic virtuc. As the Soviet Unian gradually
adapts institutions and ideas from an age of awtarky, its approach to the

trade in minerals will hardly remain exempt.

Thus, if this analysis is correct -- if the Soviet Unien is more likely to
take a commercial than an imperial appreach to nonfuel strategic minerals -- then

we should be focusing more on the cconomic and less on the strategic consquences.
In general, in my view, the gradual integration of the Soviet cconomy inte the
world economy is one of the factors that over time will alter for the better the
role the Soviets assign themselves in international polities, but their partici-

pation dees have a special side to it. In the case of minerals, the relative
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scarcity of hard currency impels them to tonduct as much trade as possible in
soft currency or by barter arrangements. This means that the more the Soviet
Union looks for mineral supplies outside the socialist camp, the more it is
bound to involve itself with the development of others' minerals, seeking
repayment in the minerals mined. Where it buys minerals, it is likely to use
as an incentive the export of oil. This will require, in turm, increasingly
invalved third-market arrangements tp insure other soft-currency cugtomcrs are
able to make up the difference {rom elsewhere (e.g., Cuba from Mexice, Eastern

Europe from Iraq, Libya, Nigeria, and so on).

As a result, it is not that mineral exporters will be inviteé to trade on
special terms or else, but that Western importers will, again, find themselves
in competition with a centrally-planned economy operating according to its own

.
peculiar rules, The price-cutting (or dumping} that sometimes marks Soviet
trade with the industrial economies will reappear in the trade for minerals.
So will the pressure to match (Soviet) state-suhsidized technical assistance to
mineral-exporting nations. So will the question of how far to get involved with
the Soviet Union and Eastern Europe in three-way marketing arrangements, such
as IGAT II, the gasline deal with the Shah's lran permitting the Soviet Union
to import Iranian gas and export Soviet gas to Western Europe, Or whether to
sell technology to the Soviet Union that may eventually make it a more formidable
competitor in developing the mineral resources of others. How serious policy
issues of this sort will be is hard to judge, but it is not difficult to sce
that they are problems that will elude peaple who define the challenge in terms

of a resource war.

The Fear of Econemic Opportunism

There is little to say about this notion other than that Soviet leaders are

surely pleased when disruptions of supply or the formation of a cartel like
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OPEC yields them windfall profits. Indeed, they go out of their way to maximize
the benefits, as they evidently did during the 1973-74 oil embargo by rushing

in to sell their own rapidly appreciating oil to all buyers, 12

Thus, the vigorous rhetorical support they give to OPEC and would give to
almest any mineral cartel is far from selfless. But welcoming the effects of
events differs from seeking those effects by promoting events. The Soviets are
obviously not azbove mixing in in local crises, but to assume that they interfered
in the Angolan civil war {and would in a South African revolution) primarily
because they wanted to get more for their chromite and titaznium makes little
sense. Price advantage is a stake which in this case is simply incommensurate

with the risk.

The Fear of Political Opportunism

As noted earlier, the four fears that I have attributed to various observers
are presented in reverse order of credibility. Thus, of the four, the suspicion
that the Soviet Union views the North-South contestation as a vague battlefront
of the East-West struggle seems the most plausible, In a loose and uncertain
way, the Soviets well may believe that aggressive economic policies on the part
of mineral-exporting countries contribute .to the long-term transformation of a
Western-dominated international economic order. In principle, the Soviets
persist in urging Third World nations to master their cconomic destiny by bringing
multinational corporations to heel, by banding together to get a fair return on
their commodity exports, and by forcing from the "imperialists" proper compensa-
tion for the years of colomial exploitation. Eventually, they think the cumulative
effect of this revolt of the bave-nots, flowing together with the growing
economic influence of the socialist countries, will remake the structure of the
global economy., In turn, to the degree the United States and other major

capitalist nations lose power within the global ecoromy, argue Soviet observers,

85-890 0 - 82 - §
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their influence in general will decline.

Indeed, because they bave no illusions over the cdds against changing the
giobal econonic order soon, Soviet commentators place special emphasis on the
leyerage oil and other strategic minerals provide Third World cxporters. Soviet
analysts know that nothing much will change in the basic institutions and
practices of the international economic order, for, as they say, most of the
Third World has yet to escape the "status of an economic periphery of the
indutrially developed countries."  But to the extent that small steps can be
taken, an important, indeed virtually the sole, mechanism, in their mind, is the

power of OPEC and, by extension, of other mineral cartels.

Yet, even in this instance, Soviet hopes and ambitions are hedged with

,
practical qualifications and inconsistenties, making the specific threat more
complex and ambiguous. As in so many other dimensions of the East-West contest, ~
simple Soviet aims must contend with other cross-cutting interests, To take
three illustrations: The Soviets are quick to exhort cconomic nationalism fer
the Third World {e.g., in principle rnationalization of expatriate investment,
development of the state sector, jincluding state trading, and the formation of
cartels). But at the same time, they are reluctant to take up the burden of
aiding countries following their advice, Since they are not prepared to provide
substantial aid or markets for Third World nations, their exhortations often

lack conviction. Indeed, they are content to recommend that nations in need,
including those on whom they are betting, get from the West the most foreign
assistance they can. When nationalization is the choice of Third World clients,
more often than not, the Soviets urge caution, for fear of killing ths golden
goose, In Angola and Mozambique, for example, they have advised their friends

to go slowly with their economic revolution, happily endorsing Angola's decision

to leave Gulf Dil's Cabinda interests untouched.
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In the North-South dialogue over a so-called New International Economic
Order {NIEOQ), the Soviet Union has been rhetorically on the side of the South,
defending these nations' sweeping indictment of inequities in the international
economic order, joining their counterattack on multinationals, assailing the
discriminatory trade practices of the industrialized West, and supporting the
LDCs' tight to a pound of imperialist flesh, But, when it comes to the specifies,
because Soviet interests are often with the North, their substantivé position
comes closer to that of the North, whether the issue be stabilizing commodity
prices, transferring technelogy, rescheduling debt, establishing principles for
foreign aid, or shaping povernance of new economic institutiens, the South

finds the Soviet Union a fickle a11y.13

Finally, Soviet behavior at the La{ of the Sea Conference illustrates a
third kind of countervailing stake. The issue of access to the resources of the
deep seabeds was, on the surface of it, ready-made for the Sovie?IUnion. To-
rally behind the Group 77 nations who would turn the deep seabeds into mankind's
"common heritage' to be cxpluifed by a2 non-capitalist international body would
have been a natural step -- an easy way to make political capital with nations
struggling against “imperialist oppression.' Instead, they responded in a very
lukewarm manner, perhaps because they imagined that the common heritage principle
might someday spill over into other areas, such as fishing, where they would be
loathe to yield fIag-stﬁte jurisdiction., Nor originally were they interested in
compromising their traditional reluctance to cede national sovereignty to inter-
national bodies, and hence developed little enthusiasm for the seabed authority
urged by the Group 77. later, when they shifted their position on this intér—
national body, supporting efforts to move away from the principle of consensus,
they did 50 not to please the South, but apparently to constrain the freedom of
the great Western-based minerals consortia, Soviet stakes are rarely so simple

as they seem.
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POLICY IMPLICATIONS

By discounting some of our c¢ruder and more impassioned fears, I am mnot
arguing that we have nothing to fear. To say that in "the strategic confrontation
néw developing in southern Africa, the Soviet Union clearly intends to deny
the region's vast mineral wealth to the United States and its allies and to take
control of the land area from which the West's vital oil route can be dominated"

4

simply goes beyond the evidence.l But this leaves room for other concerns

that prudent policymakers should keep in mind.

They, in my view, are basically of five kinds: First, while the Soviet
leadership almost certainly does not envisage a resource-denial strategy for
peacetime, what they, along with their military, would do in wartime is a
completely different matter., The cautiohs kestern leaders must assume that the
Sovict navy and supporting forces would move to interdict the supply of strategic-
minerals to the West in any general war. Admiral Gorshkov, in his last book on
naval power, takes careful note of the importance of the sea as a vital link

between the West and the sources of strategic minerals.15

Granted that in the decisive first stages of a war, severing the sealanes
around South Africa may take sccond or third place for the Soviet navy to
disrupting reinforcements across the North Atlantic to the Central European
theater, Nevertheless, Western military planners nust calculate that at some
point &n a direct war between the Soviet Union and NATO, the Soviets would try
to cut off critical supplies to Western ccomomies, including strategic nenfuel

minerals.

Second, there is the question of the Soviet Union using its own minerals
as a means of sanction against others. This has apparently not been the Soviet

practice in the past, but when it stopped shipping chromite te the United States
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in the weeks before the Korean War, some thought the move was meant as a form

of pressure, Not that the Soviets eschew the use of economic sanctioms: they
used sanctions against the Chinese at the time of the 1960 split, against the
Yugoslavs in the late 1940s, and against other recalcitrant allies =t various
points. But generally they have not made minerals a means, not if applying
sanctions involved ietting the other side know what is being done and why, such
as the United States did in imposing the grain embargo after the So&iet invasion
of Afghanistan and similarly Australia in discontinuing titanium ore shipments

to the Soviet Union for the same reason. Past practice, however, may be no guide
to the future, and it should he expected that the Soviet Union might halt supplies
of a given mineral in a given bilateral relationship if it finds a compelling
rcason. Moreover, the more the West Tesorts to economic sanctions against the

Soviet Union, the more likely the Soviet Union is to answer with countersanctions

at some point,

Third, policymakers should anticipate some of the economic difficulties
that a more active Soviet entry into mineral markets may create. Coping with a
state trading monopoly poses special problems in any number of areas. Minerals

will! be no different,

Fourth, though of vague importance, the Soviet Union will continue in a
broad, diffuse, shapeless fashion to work for a restructuring of the international
economic order. While this scarcely involves a frontal and unqualified assanlt,
Soviet representatives are not likely to take 2 full and altogether constructive
part in the shaping of a more eguitable and stable internaticonal economic order
at any time in the near future. On the contrary, they can be expccted to give
at least partial encouragement to almost any element, couniry, or group of
countries trying to trim the economic influence of the Western industrialized

powers.
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Finally, whether the Soviet Union is or is not following a resource-denial
strategy, there should be no complacency over what might happen were it in a
pesition to control Western access to strategic nonfuel minerals. It is
certainly in the West's interest to see to it that such a situation does not
arise., Acting on the assumption that the Soviets are bent on acquiring such
control, however, may be the least productive way to assure that it does not,
To the extent that the fear justifies a cosying up to the South Af;icans,
another tound of incautious interventionism, and a misplaced faith in military

answers, we may simply contribute to what we most wish to avoid.

The last hazard leads to three policy "don'ts:

(1) We should be careful not to let our African policy be tilted or
distorted by a falsely exaggerated noti?n of the threat the Soviet Union poses
in the area of strategic nonfuel minerals. Our general and specific interests
coincide in this instance. Stable, productive relations with Af¥ica's most-
nations require the speediest possible resolution of the Mamibian question and
then movement away from apartheid in South Africa itself, So does long-term
political stability in South Africa, which is the only way the West can be sure

the forces that come to dominate South African politics in the future will

care a fig for the West's mineral needs,

{2} We should be careful not to let sound domestic environmental and
conservation programs be scrapped in the name of a non-existent Soviet minerals
threat. There may be good economie reasons for altering public land use
legislation in this country, altering tax incentives for mining interests, -
and adjusting environmental protection requirements, but it would be tragic if
otherwise sound programs were cast aside because of the phantom notion that we

are engaged in a mortal “resource war' with the Soviet Union.

(3] And finally, we should be careful not to let the notion of a "resource
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war" and an intractable Soviet adversary blind us to the possibility of engaging
the Soviet Union in a constructive dialogue leading to crisis management by
the superpowers in precisely those areas where instability seems the most

menacing because oil or valuable nonfuel minerals are involved.

Finally, a measured sense of the threat leads to one major “do*: It is
essential that we keep in mind the distinction between vulnerabiliiy and
dependency. They are not the same. If, for example, we take precautions to
cushion against the effects of an il cutoff, we can tolerate any level of
dependency up to the limits of that cushion. Joseph Nye and others have shown
how that might be done in the area of energy through stockpiling, swap
arrangements, back-up systems using alternative sources of energy within the
most vulnerable industries, iptegrated supply lines permitting a switch from

one eNergy source to another, ete. 16

The same approach can be taken in the
area of nonfuel strategic minerals, If dore, there will be no need to
eliminate the level of dependency that now gives a special resonance to notions
of the Soviet threat to our nonfuel strategic minerals and no need for those

notions of the Soviet threat that now create special terror around our current

level of dependency.
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Mr. WoLpE. Thank you very much, Mr. Legvold.

We will now hear from Prof. Robert Price, who is associate
director of the Institute of International Studies at the University
of California at Berkeley.

STATEMENT OF ROBERT M. PRICE, PROFESSOR OF POLITICAL
SCIENCE, INSTITUTE OF INTERNATIONAL STUDIES, UNIVER-
SITY OF CALIFORNIA, BERKELEY

Mr. Price. Thank you.

It is interesting to note that while the topic of these hearings is
whether there is a “resource war” in southern Africa, the three
witnesses that have preceded me have devoted a dominant portion
of their testimony to the motivation of the Soviet Union. That
reveals, I think, something which is quite valid about the way in
which we—that is Americans—think about the world and about
the Soviet Union, and about U.S. policy.

That is, that an increase in Soviet influence somehew automati-
cally provides the ability for the Soviet Union to translate that
influence into any sort of policy that it might wish to pursue.

I would like to suggest that while the questions of Soviet motiva-
tion are indeed important, there is another set of interests which
are certainly as important and perhaps even more important. That
is, what is the context in which the Soviet Union would have to
act, whatever its motives; and what impact does that context have
on the capability of the Soviet Union to translate whatever nefar-
ious motives they may have into action. It is to that context that I
would like to address my remarks, that is, to the situation in
southern Africa.

Those who speak of a resource war see the post-1975 emergence
of radical or Marxist states aided by the Soviet Union as placing
the West’s access to the region’s minerals in jeopardy.

The resources war notion assumes that these radical govern-
ments, in collaboration with the Soviet Union, are likely to deny
essential materials to the West in a politically motivated effort to
undermine the capitalist industrial economies. The ultimate calam-
ity in the resources war perspective would be the radical transfor-
mation of the Republic of South Africa, since it to the public is the
major source of strafegic resources in the southern African area.

Despite the widespread belief that radical political transforma-
tion in Africa will jeopardize the West’'s access to essential miner-
als, neither logic nor experience supports such a notion. If any-
thing, an examination of the structure of southern African econo-
mies and of the policies of the existing Marxist states in the area
reveals the reverse.

Let me look first at the economy of South Africa since it is in
South Africa that the Western interest to mineral access is most
vitally engaged.

One of the primary and fundamental structural aspects of the
South African economic system is the production of minerals for
export. The mining sector’s direct and indirect contribution to
gross domestic product is estimated at about 26 percent. It provides
about one-third of the Government's tax resource to revenue, and it
employs about one-seventh of the country’s labor force. Mineral
exports currently account for approximately two-thirds of the for-
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eign reserve that is needed by South Africa to import advanced
technology as well as industrial and consumer goods.

No South African government, however radical, could afford to
forgo the revenue earned by mineral exports. And the only signifi-
cant market for South Africa’s minerals is the United States and
its industrial allies. Thus any government in South Africa, what-
ever its ideological coloration, would be locked into selling its in-
dustrial materials to the West, just as the West is locked into
buying them.

Ironically, this would be especially true for a radical African
regime which would, one must assume, attempt to satisfy the social
welfare demands of the population to a greater degree than the
present minority Government.

The resources to pay an enlarged welfare bill for education,
health facilities, housing, and the like, would have to come out of
overall economic expansion—and given the nature of the South
African economy such an expansion would entail as one of its
crucial elements an increase in export earnings.

Thus, a radical regime in South Africa, interested in increasing
its foreign reserve flow, would be motivated to expand the export of
its minerals and not the reverse.

This has implications for Government policy in the area of for-
eign capital and technology as well. The domestic need to increase
mineral export earnings and thus to maintain and even increase
mining production, combined with the need to expand overall in-
dustrial production as a basis for increasing welfare and employ-
ment, would place a radical regime in South Africa in the position
of seeking external capital, technology, and management resources.

Even the present economic system, controlled by the dominant
minority, relies heavily on external capital and technology. How
much more reliant would be a new regime having to answer to a
much larger support base and therefore more earnestly in need of
economic expansion?

Since the Soviet Union demonstrates neither the capability nor
the willingness to take on the task of subsidizing an economy like
South Africa’s—as it has for the less developed and much less
sophisticated Cuban economy—there would simply be no alterna-
tive open to a new Government of South Africa but to turn to the
West for the supply of needed capital, technology, and manage-
ment.

This argument applies with equal if not greater force to the
other mineral-rich countries of the southern African region—
Angola, Mozambique, Zambia, and Zimbabwe-—each require access to
external capital and technology if their ambitions in respect to
economic development are to be realized.

All except Mozambique currently have a significant mineral and
mining sector, and Mozambique has plans to create one. In Angola,
petroleum exports are reported to supply up to 80 percent of for-
eign reserve earnings and over 60 percent of total Government
revenue. In Zambia, copper exports are the base of the economy
and, indirectly, of the political regime, the mining sector in Zambia
contributing fully 90 percent to export earnings.

What these statistics indicate is that for these countries and
others like them economic health, social welfare, and political sur-
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vival are all ultimately dependent upon mineral production and its
export. The sale of minerals abroad provides the resourcers to
expand and modernize the economy and provide the foreign re-
serve to input everything from machinery for industrial production
to elite perfume for consumption, and it provides even the money
to pay the salaries of Government employees.

Given this situation, and given the development and welfare
goals pursued by African governments, especially ones adhering to
a radical orientation, there is simply no way that an African
country possessing significant mineral wealth can forgo produe-
tion for sale abroad. It happens that the only significant customers
are found in the industrial West and in Japan.

Thus, mineral-producing effort in countries, whatever their ideo-
logical coloration, as I said, are locked into selling their minerals to
the West.

Now, it is not necessary to rest my case regarding the compatibil-
ity of African radicalism and Western economic interest on this
kind of structural logic I just presented. An examination of the
policies adopted by radical southern African States reveals that
this is not just some ivory tower theory, but rather it is reflected in
actual experience.

If radicalism and close relations by African States with the
UU.S.S.R. portend a resources war, then Angola should be taken as a
litmus paper test of this proposition. Politically, there can be no
doubt of the close relationship between the Government of Angola
and the Soviet Union. But political alinement is not predictive of
Angola’s economic policies. In that area, that is, in the area of
economic policies, the Marxist government has emphatically pur-
sued a policy of nonalinement.

From its very outset, the Government declared its intention to
seek foreign capital involvement in the economy and particularly
with respect to developing its rich mineral endowment of oil, dia-
monds, iron, copper, lead, cobalt, silver, and uranium.

These intentions have been continually reinforced by numerous
Government delegations traveling in Europe and the United
States, and by the promulgation of investment laws whose terms
for private foreign investors compare quite favorably with those
available elsewhere in Africa. The Government has indicated its
intention to expand the production and export of petroleum and
has opened up a large area of Angola’s coastline to oil exploration.

In this regard, it has talked with at least a dozen U.S. companies
and signed oil prospecting agreements with firms from Western
Europe and America.

Gulf Oil, which has traditionally dominated oil production in
Angola, has developed an amiable working relationship with Ango-
la’s Marxist Government.

Soon after the civil war of 1975-76, Gulf production and sales
were providing the majority of Angola’'s foreign exchange and Gov-
ernment revenue. By 1980, the American company and the Ango-
lan Government had successfully negotiated a partial nationaliza-
tion of the Gulf facilities which left Gulf with a larger equity stake
than is permitted in the minerals sector by other more conserv-
ative African Governments-—such as Nigeria and Zambia.
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The ultimate irony in regard to the resources war scenario which
the Cuban-Soviet presence in southern Africa supposedly launched,
lies in the fact that the Cuban troops in Angola have provided
security to the expatriate crew at the Gulf facility in Angola,
protecting them from the local insurgent group that seeks auton-
omy for the Cabinda enclave in which Gulf’s facility is located.

Not surprisingly, the realities of the Angolan situation are per-
ceived quite differently by the American companies on the ground
than by the globalist theorists of resources war operating from
Washington. “The surface indications are not always as real as
they seem,” a senior Gulf executive told the Wall Street Journal.
“The Angolans adopted a pragmatic approach. They are interested
in seeing their resources developed and want the best technology
and services.”

If one looks beyond rhetoric and observes the actual policies of
Marxist states in southern Africa such as Angola, which I de-
scribed—but one can also look to Mozambique and Zimbabwe—
then the notion of a resources war is to my mind revealed as a
fantasy. The reality is in fact the reverse.

In the real world we find the States of southern Africa, Marxist
and conservative alike, striving to attract Western investment and
technology so as to expand the export of minerals to the only
customers that exist for them—the United States, Western Europe,
and Japan.

Now, the resources war scenario whereby southern African
States allied with the Soviet Union undertake a political strategy
of resource denial represents—as the other witnesses have pointed
out—only one form of Western vulnerability in respect to strategic
minerals.

The other and far more plausible vulnerability exists in the area
of short-term interruptions in supply preduced by political upheav-
als that disrupt mining operations or transportation facilities. It is
important to distinguish these two forms of vulnerability because
the policy implications of each are quite different.

The threat of a resources war calls forth an interventionist
policy so as to prevent radical political transformation and con-
tains the spread of Soviet influence; the political upheaval/supply
interruption scenario points toward a strategy of prudent stockpil-
ing, as the other witnesses have already pointed out.

The key things to understand about the threat of supply inter-
ruption stemming from political insurgency is that it is limited in
regard to both effect and duration. While future insurgent violence
in South Africa could well interfere with the smooth flow of miner-
al supplies, it is difficult to conceive of a situation in which such
interruption would be total.

Insurgent violence could have an effect on some mines, railroads
and ports, but it is hardly likely to shut down all mines and means
of transportation simultaneously. Thus, while Western supply vul-
nerability to political unheaval in the key South African source is
real, it should not be exaggerated. Political upheavals in southern
Africa, even when they affect supplies, are not going to produce the
kind of complete shutdown and result in crises in the industrial
world as is envisioned in the resources war scenario.
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Because both the status quo Government and the insurgents,
should they be successful, have a strong interest in restoring min-
eral exports—they indeed are their chief means to rebuild their
economies and societies—supply interruptions can be expected to
be only temporary affairs.

Consequently, the stockpiling of strategic minerals which the
West imports from southern Africa is the appropriate means to
deal with vulnerability posed by political upheaval.

As has already been pointed out, the United States has stockpiles
of most of these minerals that are essential from southern Africa
for between 2 and 3 years. It is important to point out that the
Europeans and the Japanese have been less effective at building
stockpiles, and the United States will be called upon to share its
stockpile of reserves by its allies should there be some sort of
political crisis cutting down on supplies. This would be a problem
for the United States.

The answer, of course, is to encourage, to provide pressure upon
oilr allies to gradually build their own stockpile of strategic miner-
als.

Thus, in conclusion, while dependence on southern African min-
erals creates United States vulnerabilities in the event of revolu-
tionary upheaval, especially in the Republic of South Africa, these
are vulnerabilities that can be relatively easily managed. A pru-
dent policy of gradually building the U.S. stockpile In areas in
which it is low, and of encouraging allies to do likewise, is what the
situation calls for.

Thank you.

[Mr. Price’s prepared statement follows:]
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There can be little doubt that the complementarity between certain raw
materials essential for modern industrial production, on the one hand, and
the unusual mineral endowment of southern Africa, on the other, creates a
very real U.3. naticnal interest in maintaining continuows and secure
access to African minerals. Moreover, since the flow of minerals depends
upon the continuous development of reserves, It 1s also necessary, from
the Western point of view, that there be continuous application of capital
and technology to at least certain sectors of Afrieca’s mining industry,
The combination of this vital U.S. national interest in southern Africa
with the increased Soviet influence in the region after 1975 is ghe basis
of the perception that the United States is engaged in a resources war in
southern Africa. The emergence of radical or Marxist states aided by the
Soviet Unlon is seen as placing the West's access to the reglon's minerals
in jeopardy. The resources war notion assumes that these radical govern-
ments in collaboration with the Soviet Union are likely to deny essential
materials to the West in a politically motivated effort to undermine the
capitalist industrial economles. The ultimate calamity in the resources
war perspective would be the radical transformation of the Republic of
South Africa, since 1t is the major source of strategic reaources in the
area,

Despite the nearly universal belief that radical political ctrans-
formation 1in Africa will jeopardize the West's access to essential

minerals neither logic nor experience supports such a notien. If anything,

an examination of the structure of southern African economles and of the
.
policles of the existing Marxist states reveals the reverse, Let us lock

first at the Republic of South Africa, since 1t is there that the West's
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interest in access to minerals is most vitally engaged.

One of the primary and fundamental structural aspects of the South
African economic system is the production of minerals for export. The
mining sector is significant not only in terms of its contribution to
GDP {(contriburing approximately 18 percent) and employment, but also
because the expert of a large proportion of its product earns the
necessary foreign reserve (519 billion amoually) to finance the essential
importation of technology and of industrial and consumer goods. No South
African government, however radical, could afford to forego the revenue
earned by mineral exports, and the enly significant market for South
African minerals is the U.S. and its allies. Thus any government in
power in South Africa, whatever its ideologlcal coloration, would be
locked into selling its industrial raw materials to the West just as the
wWest is locked into buying them.

Ironically, this would be especially true for a radical African
regime, which would, one must assume, attempt tc satisfy the social
welfare demands of the population to a greater degree than the present
minority government. The resources to pay an enlarged welfare bill——
for educatien, health facilities, housing, and the like--would have to
come out of overall economic expansion, and given the nature of the South
African economy such an expansion would entail as one of its crucial
elements an increase in export earnings. Thus a radical regime in South
Africa, intercsted in increasing 1ts foreign reserve flow, would be
motivated to expand the export of its minerals and ner the reverse.

This has dmplicaticns for government policy in the area of foreign

capital and technology as well. The domestic need to increase mineral
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export earnings and thus to maintain and even increase mining productiom,
combined with the need ro expand overall industrial producticn as a basis
for increasing welfare and employment, wonld place a radical regime in
South Africa in the position of seeking external capital, technology, and
manigement rescurces. Even the present economic system, controlled by
the dominant ninority, relies heavily on external capital and technology.
How much more reliant would a new regime be-——having to answer to a much
larger support base and therefore more carnestly in need of economic
expansion? Since the Sovier Union demenstrates meither the capabilicy
nor the willinpgness to take on the task of subsidizing an economy like
South Africa's (as it has the less developéed and less sophisticated
Cuban economy), there would simply be no alternative open to a newy govern-
ment of South Africa but teo turm to rhe West for the supply of needed
apital, technelogy and management.

The ahnve argumcnt applies with equal--if not greater--force to the
atler mineral-rich countries of the southern African ragion. Angola,
Mozambique, Zambia, and Zimbabwe each require acecess to external capital
and technology 1f their ambitions in respect to economic development are
to be realized. All except Morambigue currently have significant mineral
and mining sectors and Mozambique has plans to create one. In Anpgola
petraloum exports are reported to supply up to B0 percent of foreign
resetve eatnings and over B0 percent of total gevermmenl revenus. In
Zambia copper exports are the Lase of the econonmy and, indirectly, of
the palitical regime as well. The m;ning sector in 1980 contribuced
fully 90 percent to exporrt earnings, 30 percent to povernment revenue,

and 20 percent to GNP, Zimbabwe with its more diversified cconomy relies

85-890 0 - 82 ~ 7
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less on mineral exports overall, but the minerals sector generates mote
income than any other sector. WNinety percent of Zimbabwe's mineral
production is exported.

What these statistics indicate is that for these countries, and others
like them, economic health, social welfare and politiecal survival are all
vltimately dependent upon mineral production and its export. The sale
of minerals abroad provides the resources to expand and modernize the
economy, the foreign reserve to import everything from machinery far
industrial production to perfume for elite consumption, and even the
money to pay the salaries of government employees. Given this situatien,
and given the development and welfare goals pursued by African governments,
sspecially ones adbering to a radical ovientation, there is simply no way
that an African country possessing significant mineral wesalth can ferego
preduction for sale abroad. And it happens that the only significant
customers are found in the industrial West. Thus mineral-producing
African countries, whatever their ideological coloratien, are locked into
saelling their minerals to the West just as the West is locked into buying
them.

Tt is ctrue that radical governments would be likely to pursue an
economic strategy whose goal would be economic diversification, and thus
less overall rteliance on the minerals-export sector, but this would
entail a decline in mineral exports telatlve to other econcmic sectors--—
not an absolute decline. Indeed the very goal of diversification impliey
a continuation and even expansion ( in absolute terms} of mineral exports,
since only from this sector can the capital and foreign reserve necessary

to Tinance new vconomic activity be pgenerated domestically,
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It is neot necessary to rest my case regarding the compatibility of
African radicalism and Western economlc interests on the structural logic
I have just presented. An examination of the pelicies adOptéd by radical
southern African states reveals that this is not just some ivory tower
theoty, but rather that it i1s reflected in actual experience. If radical-
ism and close relatlons by African states with the USSR portend a resources
war then Angola should be taken as the litmus paper test of this proposi-
tion. Politically there can be no doubt of the close relationship berween
Angola and the Soviet Union—-its present government was instailed in
power with substantial assistance from the Soviets, 1t is dependent on
the Soviers to maintain itself in office, it has signed a Treaty of
Friendship with the USSR, and it veted with the Soviet Union on Afganistan
in the United Mations. But pelicical alignment 1s not predictive of
Angola's ecomomic policies. In that area the Marxist government has
emphatically pursued a policy of non-alignment. TFrom its very outset the
government declared its intention to seek foreign capital involvement in
its econcmy, particularly in respect to developing its rich mineral
endowmant of o0il, diamonds, iron ore, copper, lead, cobalt, silver, and
uranium. These intentions have been continually reinferced by numercus
government delegations traveling in Europe and the United States, and by
the promulgation of investment laws whese terms for the private foreign
investor compare quite favorably with those available elsewhere in Afrieca.
The government has indicated its intenticn to expand production and
export of petroleum and has opened up a large area of Angola’s coastline
to 0il exploraticon. In this regard it has talked with at least a dozen

U.S. companies and signed oil prospecting agreements with firms from
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Western Europe and Amerdca. Gulf 0il, which has traditienally dominated
0il production in Angola, has developed an amiable working relationship
wilth Angola's Marxist government. Soom after the Civil War of 1375-1976,
Gulf preoduction and sales were providing the majority of Angola’s foreign
exchange and government revenue. By 1980 the American company and the
Angola government had successfully negotiated a partial natiomalization
of the Gulf facilitdes, which left Gulf with a lavger equity stake than
is permitted in the minerals sector by other more "conservative" African
governments. The ultimate irony in regard to the resources war which the
Soviet/Cuban presence in southern Africa supposedly launched, lies in the
fact that Cuban troops have provided security for the expatriate crew at
the Gulf facility in Angola, protecting them from a local insurgent group
that seeks autonomy for the Cabinda enclave in which Gulf's facility is
located, Not surprisingly, the realities of the Angelan situagion are
perceived quite differently by the American companies "on the ground"
than by the "globalist™ theorists of resources war cperating from
Washington. "The surface indications aven't always as real as they seem,"
a senior Gulf executive told the Wall Strest Jourmal. "The Angolans
adopted a pragmatic approach....They're interested in seeing cheir
resources developed and want the best technology and services.™

If one looks beyond rhetoric and observes the actual policles of
"Marxist" states in southern Africa such as Angola, Mozambigue, and
Zimbabwe, then the notion of a "resources war" 1s revealed as fantasy.
The reality is in fact the reverse. In the real world we find the states
of southern Africa, Marxist and conservative alike, striving to attract

Western investment and technelogy so as to expand the export of minerals



