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Issue:  Export Controls on Computers

Advocate:  Dan Hoydysh, Unisys Corporation and coordinator of the Computer Coalition for Responsible Exports (CCRE), 1901 Pennsylvania Ave, NW, Suite 302, phone 202 293 7720
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Basic Background

See the interview with Chris Hanken for the basic background; much of what follows is repetitive of that interview.

“About 50 percent of the revenues of most IT companies comes from overseas [not only the Tier 3 countries, but all overseas markets]. So this is a very big issue for all of us. Russia, China, India, Israel are all Tier 3 countries, so these are either large or growing markets. Also there are many markets in Latin America that are off limits to us because of this policy. These are growing markets and potentially huge ones, especially China, Russia, and India. When we go to sell our products in these countries, the buyer is often confronted with lots of needless hassle, from their perspective. If they buy a high end computer from an American as opposed to a European or Japanese manufacturer, they may be subject to State Dept reviews and all in all it’s just a lot of hassle for them to put up with: why would they when they can buy from the others. So we are losing lots of business here. You know, people always complain about American businesses only looking to the next quarterly profit statement, but here we are looking 10, 20 years down the line and we are trying to build relationships in these markets that we think are potentially huge in the future. And what does the government do for us?

“Why does the government do this? Our basic argument is simply that it serves no purpose: it is an ineffectual policy. Lots of what is going on  here, really, is just partisan bickering: each side is trying to make the other look bad. Or more particularly, certain members of Congress are constantly searching for opportunities to make the administration look bad. And being ‘soft on defense’ is always a good charge, and being ‘hard on defense issues’ is always a good posture for a Senator or a Congressman. They fear few things more than being labeled as soft on defense, so we have a real problem with some of them. Of course the irony is that this is hugely a partisan issue, but it is not ideological at all; if a Republican were in the White House and then the Democrats would probably have the same posture as the current Republicans. So it’s more an institutional battle than a partisan one, but it adds up to the same.

“The other main argument is that we must maintain our continued technological leadership in the world. We are a huge economic engine for this country. If the government is going to cause a problem to the technology industry, they need a good reason. So the fact that the policy is ineffectual is doubly bad since it hinders one of our most dynamic industries.

“The third reason is that we cannot hinder the R&D leadership of the US high tech industry; we must maintain the technological leadership of the US. All these things are completely tied together. Exports enhance profits; profits allow more R&D; more R&D leads to continued American advances in IT; these will lead to further exports. So it is all tied in.

“Some of our opponents ask [on the Hill] sometimes why we are so concerned about what amounts to only about 5% of the market. I make two responses. First, how would they feel if we deducted 5% out of the military budget for this country? Five percent is a lot of profits. Second, we are looking way out in the future and we see lots of growth in these markets. So we are doing what people have said they want American countries to do more of: be the best in the world and take a longer time perspective on issues.

“In Congress we find that we have lots of support among the younger members and the younger staff. Bennett and Reid are our big supporters.

“In general, if you stick to the facts, we win. However, it is extremely partisan. The out-party criticizes the Administration for whatever they do. These people are desperate to pin something on Clinton. The China issue has been huge that way. In fact, all administrations have released technology. Under Reagan, in fact, the Democrats were ahead of the administration in being more pro-trade; Congress was more pro-trade than the administration. Reagan used to talk about the ‘hemorrhaging of technology.’ Here, we have just this palpable dislike of Clinton—they have to have something, so they use this. Take the Cox Report for example; it was a case study of sloppiness and partisanship. It was full of mistakes, errors, and sloppy analysis, but it was driven by this kind of partisanship, so I guess that was the point.

“Republicans in general are pro-business, that is true, but here this China issue really complicates things. You know, the Cold War is over but the Cold Warriors didn’t die. For many, having the Soviet Union to use as an enemy and a justification for many things was just perfect; they don’t like the fact that that went away. China now seems to be serving that same purpose for some. China replaces the old Soviet Union.

“The Computer Coalition for Responsible Exports: it is made up of the big PC companies. We decided we needed a specific focus just on export control issues, in addition to the other presence we have in  Washington, after the NDAA imposed the 180 day delay policy [3 years ago; see Hanken’s interview]. This was totally unreasonable and unnecessary, especially the way it singles out computers as opposed to other items. Computers are treated even more harshly in this policy than actual weapons systems. It’s easier to export weapons to certain countries than it is to sell them computers! 

“Initially our strategy was to go for a complete repeal of the policy, but there we ran into a very determined opposition. So we finally settled on going for a reduction in the delay to only 60 days. You know, that 180 day waiting period is so long that Congress has a good chance of being involved in a Defense Authorization Act almost every time the review is held; a new MTOP level is about to be announced, or the previous one has not yet been approved and you never know what they might put into one of these Authorization Acts. So that 180 day delay really was designed to allow the Defense Committees to be involved in the policy; a way of taking on the role of the Executive Branch. They are not going to have stand-alone legislation on this topic; but this way they can include it in another Act that has to pass. So anyway we lowered our sights from a complete repeal to a reduction in the waiting period to 60 days.

“You know, one of the reasons why it is so hard to change a policy once it is in place is simply ego. The people who passed the law in the first place take any attempt to alter their original legislation with great umbrage: ‘I passed this law, goddammit.’ That’s the kind of attitude you have to fight. ‘So another thing you have to fight around here is ego.’

“There really is no logic to any of this. You know, during the Cold War, we were all 15 minutes from annihilation and we never had to deal with any of this; Congress didn’t see the need to be involved in these decisions during the entire Cold War. Now, all of the sudden, and just for this particular commodity [computers], they need to be involved. It makes no sense.

“We’ve [the entire industry] been working on export controls since 1993, but we expanded our efforts and created this Coalition to expand our efforts and open up more broadly. Our agenda is to rationalize computer export controls. During the Cold War, when we were dealing with the USSR, government policy really was to keep them backward, to weaken their economy, especially their industrial infrastructure. Not only weapons were restricted for export to those countries, but all sorts of industrial items—the goal was to make sure that they could not develop economically, and you have to admit that that policy worked very well. But we have no sense of wanting to do that to the countries that are now the subject of these controls: China, India, and these countries: the best thing that could happen is that we invest in them and help their economies grow. In fact, I think this should be the policy towards all countries: The more we help them grow economically the less of a threat they will be. So this policy is completely irrational and counter-productive.

The Coalition’s lobbying efforts: “We do a lot of educational activity on the Hill; lots of information, lots of office visits. We bring in the CEOs twice a year; they meet with the Administration and with the Members.

“Our opposition is centered in the Armed Services Committees. Our support is more of an individual nature. Some Members take more of an interest in our industry than others. Sometimes it is because of employment and investments in their districts, but typically it is more than that; a concern or a knowledge about our industry and the role we play. We have Drier, for example—he’s from California so that makes sense but what is really valuable is that he is on the Rules Committee. Also Laufgrin (sp?), a Democrat, and then in the Senate Bennett and Reid.

“We focus on several things: 1) the need for continued raises in the MTOP level. The government will announce tomorrow, in fact, the next raise to a level of 28000 MTOPs, and we work continuously to ensure that these semi-annual raises continue to happen. 2) Reduce the waiting period to 60 days. 3) In the long term we want them to review the entire export control system and to see if it makes any sense at all. To this end, of course, the CSIS has created a commission that will make a report for the Presidential transition team, no matter which party wins the election. That’s the best chance we’ve got for a complete overhaul of the system.

“We think there needs to be an entirely new paradigm. In the past, of course, there have been limits on munitions; that includes the obvious stuff like plutonium, anthrax, all that stuff that only has military uses. Then there are dual-use items. Our view is that there should not be any control of dual use items. If people are making money, they are less interested in war. Building the economies in these other countries will be the best policy for our country in the long run. It’s always tough when you are taking on national security issues, especially in Congress, but what we’re really looking for is this paradigm shift.

“Probably what will happen, you know, is that there will be a commission and not much will come of it. But hopefully they will at least look at thing other than only the MTOP levels in the future. Thompson and Warner are on the Commission, and we know that they can’t ever look soft on defense, so who knows what will come of it, but that’s what we’re hoping for; a paradigm shift.

“We’ve hired a lot of consultants on both sides on this issue. Really you have to hire them to get the connections to the right people, both in the administration and in Congress. The CCRE can’t contribute money to campaigns, but the member companies certainly do contribute to a lot of people on the hill. We don’t have a particular target list for our companies, but people know who’s with us and who isn’t. [Q: Are those contributions important to the Congressmen and how they react to you?] Of course it is. It’s the only thing. Some of them have plants and lots of votes in their districts that can be swayed by our industry, but some just want to support the high-tech industry.

“We have to confront the argument on national security grounds. While we make other arguments and focus on the economic value of our industry, we can’t fail to engage when the arguments turn to national security. This stuff scares people; we have to give the counter-argument. So we can’t ignore it. We especially use the ‘counter-productive’ argument on defense issues; that we’re all for protecting national security, but that this policy in particular simply doesn’t work and is counter productive because all it does is hurt one of our most innovative industries. We also try to mobilize support in other areas, that is, using other arguments to mobilize our supporters rather than only replying to the national security concerns. But we can’t ignore those issues. We make the same arguments to all sides, however.

“Defense issues like this are not on the public’s radar screen; people are not interested in this issue; there is no grass-roots on this. We thought about doing some grass roots stuff on this, but you know, it’s really expensive. This issue is too complicated, and plus, a grass roots effort could easily back-fire. So our efforts have been pretty much only within the beltway on this one.

“We have gotten a lot of good press, and we’ve worked on that. This is important because it signals to people that we have the capability to use the media and that we have an argument that could potentially resonate in public. But our focus is on elites, with op-eds and the like. That is effective by itself but also because of the signal it sends about a potential grass-roots campaign.

Venues: “Commerce, Defense, White House. Defense is coming more to our side; they know what you need to build weapons and how easily available it is. All our weapons including the stealth technology ones were designed with 80s vintage PCs; you need a lot more than a computer to do this stuff. So in Defense they know that. Plus, they say it’s over anyway; the technology is so widely available there is no point. We’re hoping that this attitude in Defense will lead to a technical report, perhaps, to the next administration, after the transition. That report might indicate that MTOP controls are not an effective mechanism. Our efforts have stimulated thinking on these issues, but this conclusion is their own, not ours; it’s based on their own studies. Basically the idea is that we need to protect codes, software, and people, but not hardware; this is not do-able anyway.

“In the short term, we’re likely to get the 60 day review. In the medium term, probably there won’t be any radical changes. What we want is to get Congress out of these decisions. National Security decisions should be made by the President. He should decide and their should be no congressional review.

Web sites to look at: CCRE.org; CSPP.org
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