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MEMORANDl.M 

NATIONAL SECURITY COUNCIL 

INFORMATION 

MEMORANDUM FOR WILLIAM P. CLARK 

September 21, : 2/ 1)1 1' 

FROM: RICHARD PIPES 

SUBJECT: CDU Statement on Soviet Sanctions 

The Deputy Chairman of the CDU (and the potential next Defense 
Minister), Manfred Woerner, issued on the . 15th, in the name of 
the CDU/ CSU factions, an important statement (Tab I) on 
economic policy toward the USSR. This statement, which may· 
well represent the official policy of the next German govern
ment, goes a long way toward meeting our own stated objectives 
and may pave the way toward a reconciliation. (You will note 
particularly that the statement contains no criticism of U.S. 

~- sanctions on pipeline equipment.) 

In view of this, it seems especially important that nothing 
be done for the time being that could provide the least grounds 
for suspicion in Europe that we are backing off. If we were to 
soften our sanctions at this time in any way we would, in eff_e.c.t, 

· be pu1•1ing ·the· ·rug from · under our ·German friends and supporters 
who are sticking their necks out en our behalf. 

- J7b. ~-1. rJ ... _£) 
Norman Bailey, Dennis ~ir and Roge~i/bson concur. 

Attachment: 

Tab I 

CO AL 

Rough trans·lation of the CDU Statement 
issued on September 15, 1982 

Dec on: OADR 
DECLASSIFIED 

BY 
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CDU Statement 

The Deputy Party Chairman, Dr. Manfred Woerner .[on September 15], 
issued the following statement on behalf of the CDU/ CSU parlia
mentary factions: 

Concerning East-West relations, Dr. Woerner, Chairman of the 
CDU/CSU faction, stated: 

The tensions and differences between Europe and the United States 
of America over the gas pipeline and East-West trade must be 
overcome by forward-looking initiatives. The Federal Republic 
must make a contribution to the discovery of a way out of the 
dilemma posed by economic relations with the Soviet Bloc. The 
West also must finally unite, in the economic system, upon a 
common and reliable strategy of flexible responses. We ask 
that the Federal Government develop such an initiative without 
delay. · Its purpose should be: 

To give strong recognition to the justified political and 
security interests of all Alliance partners. 

To make possible concerted and decisive coordination of 
common East-West economic policies; and 

To clarify the special role which our economic relations to 
the Soviet Union and its East European allies play in the 
development of an East-West relationship compatible with the 
necessities of an active maintenance of peace. 

A five-point comprehensive proposal should be addressed to the 
United States concerning future common behavior in East-West 
trade: 

l. On the condition that the Soviet Union 

is prepared to behave in a responsible, conflict-limiting 
fashion in world affairs; 

is prepared to observe international human rights agreements; 

is prepared for strengthened cooperation in efforts toward 
effective and ·verifiable arms control and disarmament; 

is prepared to accept step-by-step dismantli ng of the 
economi c barriers in Europe, and to display fundamental 
willingness to build economic relations with the Soviet 
Union and the East European state-trading countries. 

2. There. should be responsible political and economic treatment 
of gua~antees and credits, especially the issuance of credits 
according to market terms only. 
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3. There should be further limitations on the transfer of 
highly developed technology in the context of COCOM negotiations, 
especially reliable controls on second-party transfers of 
technologies having military uses. 

4. There should be established permanent consultative and 
information organs concerning questions of East-West trade in 
the Atlantic Alliance context. 

5. There should be a common reaffirmation of the NATO Council 
decision of January 11, 1982, concerning economic measures of 
alliance partners against the use of force in Afghanistan and 
Poland. 

Such a five-point initiative should be discussed by the Foreign 
Ministers of the European Community as well as at the informal 
meeting of NATO Foreign Ministers in Canada on October 2 - 3. 
Through such guidelines and unequivocal decisions, the resolutions 
of the Council of Europe, the Versailles Economic Summit and the 
Bonn and NATO Summits can be given concrete content and can be 
supported by all Atlantic partners. 
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INFORMATION 

MEMORANDUM FOR WILLIAM P. CLARK 

FROM: NORMAN A. BAILEY 7/.!:, 

SUBJECT: Minutes of the September 22, 1982 NSC Meeting 
on Pipeline Sanctions 

Attached at Tab I are the minutes of the NSC meeting of September 22, . 
1982 on pipeline sanctions. 

Attachment 
Tab I Minutes 

cc: Roger Robinson ·. 
Richard Pipes 
Dennis Blair 
Henry Nau 
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,J,Zitb •ECR-E~ A~~AGHMENT 
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NATIONAL SECURITY COUNCIL MEETING 

DATE, TIME 
AND PLACE: September 22, 1982, .10:30 

Cabinet Room 

SUBJECT: _Pipeline Sanctions 

PARTICIPANTS: 

The President 

State 
Secretary George P. Shultz 

OSD 
Secretary Caspar w. Weinberger 
Deputy Secretary Frank c. Carlucci 

Treasury 
Secretary Donald T. Regan 
Mr. Marc E. Leland 

Commerce 
Secretary Malcolm Baldrige 

CIA . 
Mr:" John McMahon 

USUN 
Ambassador Jeane J. Kirkpatrick 

USTR 
Ainbassador William E. Brock 

0MB 
i5r.'" Al ton Keel 

Minutes 

OPD 
Mr7 Roger Porter 

CEA 
Mr. William Niskanen 

JCS 
General Jerome F. O'Malley 

· White House 
Mr. Edwin Meese III 
Mr. James A. Baker III 
Mr. Richard G. Darman 
Judge William P. Clark 
Mr •. Robert c. McFarlane 
Admiral John M. Poindexter 

The Vice President's Office 
Mr. Donald Gregg 

NSC 
Mr':- Norman ·Bailey 

Deputy Secretary Carlucci reported on Senate action on missile 
basing. At this point, we have the basing decisions we want in 
committee. Senator Stevens has been recalcitrant and will create 
problems on the floor. 

Judge Clark presented the agenda items. 

Secretary Baldrige reported on the rules being followed in connection 
with sanction violations. Temporary denial orders (TDO's) are being 

=SIFY ON: ·oADR 
Classified by William P. Clark 

OCI BY 

DECLASSIFIEZ 
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issued against alleged violators, whether the violation was a 
company decision or taken under governmental duress. They are 
also applied to subsidiaries and affiliates where appropriate. 
TDO's do not extend to non-oil and gas related items. We are 
getting many requests for exceptions on hardship grounds, such as 
the Sensor case where a Dutch court has ordered the company to ship. 
Unintended effects cases are also coming in, such as a case preventing 
supply for an Australian pipeline. He said there should not be . any 
exceptions at this time -- it would represent opening Pandora's 
box. But .after Secretary Shultz has had his meetings in New York, 
we should consider refining the rules. If equipment or technology 
is for free world proj_ects ,. if significant hardships are being 
imposed on innocent third parties and if the project involved re
duces energy dependency on the Soviet Union, we should examine 
a change in rules. 

Secretary Regan mentioned that there will be political fallout 
because of lost jobs in the U.S. Many of the products involved 
are interchangeable so that effects are mainly on U.S. companies. 
He agreed with Secretary Baldrige's reconunendation, but the domestic 
implications should not be overlooked. 

The President: We want to hurt the Soviets. Are we stopping an 
Australian pipeline? 

Secretary Baldrige: It might. be delayed. But- we should not make 
exceptions now. One exception· leads to another. 

Judge Clark: Ambassador Hermes (of West Germany) said last night 
that they don't agree with the sanctions, but you (the President) 
should not show vacillation now. 

Ambassador Brock: A number of Europeans have told me that if all 
of this leads to greater allied unity, it was worth doing. But we 
are on extremely weak legal grounds if our actions are seen as 
punitive rather than deterrent. How is a pipeline in Australia a 
deterrent? We must be very precise about the standards on 
which we make our decisions. 

The President: Can't we buy from Caterpillar and others? 

Secretary Weinberger: We do. We even have increased purchases 
from John Brown. But I'm disturbed at Europeans being unwilling 
to meet. I support Secretary Baldrige's recommendation. 

Secretary Shultz: Procedurally, you authorized discussions with 
the E.uropeans if they wanted to have a meeting. Foreign Secretary 
Pym asked for a meeting. I accepted. Since then they have had 
trouble getting together -- the British, Germans and Italians want 
to have a meeting. The French believe if they wait we will fold. 
We have maintained the posture that we will meet, but they shouldn't 
believe we're looking for a way out. We're looking for a better 
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approach to East-West economic relations. The British, Germans 
and Italians understand this. The French don't yet. I have 
meetings set up in New York. · The first is with Cheysson next 
Sunday. At some point, they will probably decide on a joint meeting. 
They will have to take the initiative. If we move from the_ pipe
line to the broader issues of East-West economic relations, we must 
involve the Japanese and perhaps also the Canadians, at ·1east on . 
a parallel track. I have to play with the situation as it emerges. 
There must be room for maneuvering and exploration. 

We should aspire to a strengthening of COCOM controls, a list 
revision . and a firming of the process of policing. The question 
of insufficient funds must be addressed. 

Secondly, .,credit restraints on the _Soviet Union must be addressed. 
It is easier to persuade people now not to be too liberal on inter
national lending. It is difficult to police and define. We need 
to emphasize both substance and procedure. The deals are very 
complex. 

Thirdly, we must try to get agreement on. not selling certain key 
oil and gas technologies and equipment to the USSR • . U.S. companies 
control a major portion of this· material, so the Europeans can't 
say we're being unfair. One poss.ibility might be no government 
guaranteed credit for this material. 

Finally, there is concern over the Soviets taking a bigger share 
of market than implied by the first pipeline. The temptation is 
there to go ahead and gain a much hi.gher percent of the European 
market. We must reserve space in the market for additional Norwegian 
North Sea gas. There have been changes in attitude in Norway due 
to changed market conditions. We are considering an interesting 
combination of Dutch/Norwegian gas in the future. 

The British don't want to discuss this without discussing food exports 
to the USSR. We should reply that our policy is no subsidized 
sales of American grain. There is no all-out trade war planned -
we're talking about European vulnerability. The Europeans are out 
of their minds to put themselves in the position of reliance on 
Sovie t energy they are moving towards. 

As I told Geoffrey Howe, they're not offering us something. This 
is an alliance -- we see Soviet behavior,technology transfer and 
other unacceptable actions. Let's get together and decide what 
to do about it. The whole atmosphere is cockeyed now. 

Secretary Weinberger: We are in full and total agreement on this 
matter. We are not trying to wriggle. out of the sanctions. 

The President: I have no quarrel with this exposition. 
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Secretary Regan: What if something happens in Poland -- have 
we come to grips with this problem? 

The President: Our pipeline position has to do with European 
exposure. Poland gave us a reason to act. There is more at stake 
here than Poland. 

Secretary Shultz: The political, strategic and economic factors 
are related. We will not alter the sanctions until we see moves 
by the USSR. . We will stick to our positions. We can't fall off 
on COCOM and other things. We must move to a strategic pos.ture 
not necessarily related to Poland. 

Ambassador Brock: We must separate what we hope to achieve 
strategically from the . sanctions per se which are related -to 
Poland. 

Secretary Baldr~~ (to the President)'. : You have said that if the 
three conditions were met we would lift sanctions. 

The President: Yes. 

Secretary Shultz: Even if the conditions are fulfilled and we 
lift sanctions, we still want to do these things. 

Mr. Baker: But by agreement, not unilateral sanctions. 

Secretary Shultz: Any measure will be much stronger if taken with 
allied agreement. 

Ambassador Kirkpatrick: We hope for improvement in Poland. I 
was in France and the French press thinks our legal position is · 
stronger and our companies' licensing contracts more important 
than . we do. But there is confusion on our motivations. Our policy 
must be made clear. 

Judge Clark: We were opposed to the pipeline before the declaration 
of martial law. Favorable developments in Poland would lead to a 
review of the sanctions,but the issue is broader. 

Secretary Regan (to Secretary Shultz): Be careful. The OECD 
consensus rates are now at the top of the range and may have to be 
negotiated downwards. 

Secretary Shultz: We must move with the market. 

Secretary Baldrige: The sanctions were imposed because of Poland. 
We must not be ambiguous. We want other things, of course. But 
we are giving the allies leadership on high moral grounds on Poland, 
not to force our allies to do things they don't want to do. Sanctions 

~ 
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are a means to an end, not an objective in and of themselves. 

The President: This is what we indicated at the Summit. The 
Europeans should go quietly to the USSR and put on the pressure. 
But they did not agree. We must stick to our position that the 
sanctions are related -to Poland. 

Judge Clark: Please review the press guidance. 

Secretary Weinberger: "No"· movement, not "sufficient" movement 
(the text was changed). 

Secretary .Bladrige: Just a final word to emphasize that the 
measures we have taken are preventive, not punitive. If asked why 
they are not effective, we should say they represent only the tip 
of the iceberg so far. 

The President: President Roosevelt called for a quarantine on 
Germany in 1939. He had his brains kicked out. What would 
history have been like if he had been listened to? 

Judge Clark: Thank you, Mr. President. 
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NATIONAL SECURITY COUNCIL 

September 23, 1982 

MEMORANDUM FOR WILLIAM P. CLARK 

FROM: ROGER W. RO~N/D~ BLAIR 

SUBJECT: Follow-up to NSC Meeting on 
September 22, 1981 

It is essential that we take advantage of the positive consensus 
developed in the NSC me~ting of September 22 to consolidate the 
Administration's positions on the two issues addressed: (1) 
guidelines and timing of potential exceptions to our temporary 
denial orders and (2} prioritized U.S. positions for UNGA dis
cussions with the Europeans to respond to expected allied questions 
concerning U.S. objectives. As you know, over ~e past month, 
we have had to exercise continuous "last minute" efforts to pre
serve the integrity and direction of this policy in order to 
ensure a success for the President. The proposed Buckley mission 
to Europe ea·rlier this month and the mandate given . Commerce at 
the SIG-IEP on September 16 to immediately take action on ex
ceptions (three computer-service companies were actually tele
phoned that evening) are examp·les of two narrowly averted problems 
of extremely serious proportion • . ·we ·now have an opportunity to 
put this delicate stage of our policy on a solid footing and 
anticipate and preempt the next unnecessary interagency debates 
of this kind. 

The proposed memo from you to Secretary Baldrige (Tab I) clearly 
sets forth the specific juncture of negot·iations with the 
Europeans when the President would deem consideration of excep
tions appropriate. Establishing a · specific "stage" of discussions 
could be used by Secretary Shultz as .a significant lever in 
bringing the concerned countries to the table, including the 
French. This approach also avoids the expected confusion at 
Commerce over whether the mere fact of the discussions that 
Secretary Shultz is scheduled to have in New York constitute 
"sufficient" grounds to go forward with exceptions. In our view, 
these discussions are preliminary and not sufficient. 

The second proposed memo from you to Secretary Shultz (Tab II) 
was recommended by John Poindexter as the most suitable way to 
provide the President's thinking on U.S. objectives and the 

D£ClASStFtED t / tt9--5t.'}, 
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priority of those objectives while still providing the 
Secretary with the necessary latitude to conduct negotiations 
in the fashion which he deems appropriate. By this memo, 
with copies to other Cabinet players, we minimize the chances 
of continuing to offer different opinions -to the Europeans 
concerning "what the U.S. wants" leading to hardened European 
positions which do not measure up to U.S. expectations. 

RECOMMENDATION: · 

That you sign the memos at Tabs I and II to . Secretaries 
Baldrige and Shultz, respectively, 

Approve Disapprove 

Henry Nau and iNo~ Bailey concur. 

Attachments 
Tab I 
Tab II 

Memo to Baldrige 
Memo to Shultz 
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WASHINGTON 

MEMORANDUM FOR THE HONORABLE MALCOLM BALDRIGE 
The Secretary of Commerce 

SUBJECT: Your Memorandum of September 21, 1982, on 
Sanctions Against the USSR 

The President appreciated your review of the exceptions issue 
·in the NSC meeting on September 22. I think all agencies are 
in agreement with your assessment that no exceptions should be 
considered until we have achieved substantial progress in 
negotiations with our Allies. For example, after discussions 
have taken place with the concerned countries and agreement . 
is reached to work toward unified positions ·on the key areas 
of East-West economic relations of interest to the United States, 
we can then consider taking the kind of actions outlined in 
your September 21 correspondence. We would want to ensure 
that these exceptions are related to our effort to forge 
consensus positions with the allies on an alternative package of 
East-West economic policies. 

FOR THE PRESIDENT: 

William P. Clark 

cc: The Secretary of State 
The Secretary of the Treasury 
The Secretary of Defense 
The Director of Central Intelligence 
The United States Trade Representative 

~ 
Declassifv on: OADR 
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TH e: WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR THE HONORABLE GEORGE P. SHULTZ 
The Secretary of State 

System II 
90756 

SUBJECT: NSC Meeting on Poland-Related Sanctions 

Pursuant to the NSC meeting held on September 22, I am 
forwarding the attached paper outlining in general terms 
a U.S. approach to upcoming discussions with European 
officials concerning Poland-related sanctions. I believe 
this paper captures the emerging interagency consensus, 
which you summarized at the NSC meeting, on a multilateral, 
enduring East-West economic policy which is in line with 
the President's thinking. It is provided for your reference 
in discussions with your European colleagues, as you explore 
their proposals concerning our Poland-related sanctions. 

William P. Clark 

Attachment 

cc: The Secretary of the Treasury 
The Secretary of Defense 
The Secretary of Commerce 
The Director of Central Intelligence 
The United States Trade Representative 
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DECLASSIFIEDW ~ 
NLS f'f't -'D7~ 1"75'3 

ur:C NARA. DATE# 



NATT0NA1. SECURITY C:OUNC:tl. 
WASHINGTON. 0.C:. %0501 

September lS, l982 

Comments. on State SIG-IEP Pat)ers 

'?he- rep:es.non in Poland is :both. & c:aqedy for the Poles wlti.c:h 
the Weste::n W0rl.ci c:mmot clisreqa:d. and a man i ~estation of the· 
repress.:i.va- na.tare of the S~et system which reqa.ires an endm:iziq 
response· fl:Om the West. In apc:ominq discuss.ions wi.th the al.lies, 
tl:le o.s. sh0Uld. seek ta c:onsi::Uc::t nntfied Wesi:el:n posi.tions 
which will. bctl:i. penaJi:e. tba So'ri.et Union for their actions in 

. Poland and establish a. new basis for the c:onciuc:t. of East-West 
econnmi t: rel.a.tions wh.ich. p:rotec:ts Western sec:url.t:y and · economic: 
inte:ests. 

'rhe· c:ur:ent Po J,and-rel&i:ad sanctions a.ga" n ~ the OSSlt a..-e far 
fl::aut ideal, beth iA. thei.r impac:e on the American busi:z.ess c:cm
mm:tit.7 and. :elations nt:.tt Eu:opean a.l l i es. However,. the sanctions 
de pvnistt the Soviet anion econcmicalJ.y. and d:aw attention to its 
egreg.i0us. .behavior in Poland i: & s.ign,;i,:fic:ant and necessa:y way. 
The tr. s. is r.r:i J l inc; tc replace these sanctions w±th a set of 
eqa:i.valen.t o:r: fi:mer measures ag:eeci ta by all the Wesi:al:n all t•s 
and. Japan that net only ma i nta in pressw:e on the Soviet Onion and 
Pcland :but acr.:omplish the fundamen-+-.a.l shirt tc mere endm:i.ng- and 
unified East-West econcnc.c: pol.id.es. This new sanctions pac:kage 
toward the C'SSB. would no longer be eni:i.rely tied d.i..~c:tly to 
events in Poland. A oortion would be of a short-ter.n natu:e li.n!<e, 
to events in Poland: • a ldghly selective emba.-go on any new Soviet 
pureha.ses of sped.fie: types of oil and gas equipment: t!le sanc:-:.io::.~ 
of al.t Weste:n countries directed against Poland. 

Ec:uival.ent Sanctions Pac:.ltaae 

The p:oposed. su.bst:Ltute meas'-1:as woul.d.. i::c.lucie 
elernen-+-:s:: 

A •. · Short:.-ta:m measu..~s linked to events in Poland :. 

l. A a.iqhly se.lec:ti. ve embargo on oil. and gas . equipment and 
technologies, with a commitment that prefe~red suppliers 
of this equipment will net be un~C".lt by ot...1,,er Wester:i 
ccunt--ies. Bu:de.n-sha:inc; shoul.d be emphasized in t."le 
selection ~recess as t:ns ccmt)et.i.tive sector of o.s. 
industry should not be unil.a.tera.lly C".:U::-...a.iled. 

DEt;LASSlflED 
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·s. t.cnqer-tenn measw::es 

~. An ag:,aement that WesteJ:n count:ies will. net commit 
ta any ~a-ementai deliveries of. Soviet gas beyond. 
the amounts presently c:ont:a.c:ted for a:d c:oopa:ate in 
the . ac:ce.le-,aa,.tad -development of a.lte:native Western 
ene:g:y resow:ces:, p:inc:ipa 11 y Nc:weg;ian gas reserves • 

. Iz:t thj s connec:tion.,. we sbcul.ci seek assu:ances c:om 
Western Xu.:ope- that they will net take- dalive:ies 
beyond .~those ~ cu:ent.ly envisioned. f:-om t:he first 
st.-and and will. net participate in the c:onst:r:uc-J.on 
of., or p,:z:chase of gas f:am, a. second st..-and o~ the 
Sibenmi gas pipeline p:ojec:t. 

2.. An agreement that btu.J.ds. · on. the recent OECD 
substBtia l.l y .~isi n,; inte:est :a.aces ta the crss:a tc 
ac:hi eve a "cap" on offic:1 ally-bac:.'ced. c::ed:Lts (c:an only 
offse.t ma~..nq loans) ,. higher down.payments , sbc:tened 
ma-t:m::.ties: and an est&Dlisbed f=amewo:k tc mnnltcr 
this- p:oc:ess-. 

3. An 4q:eement t0 harmoT\.i:e ?1a.t.icmal l.icensinq proc:ed;w:es 
fo: COCCM and. imp:o,:,e the e00rdjnation. and ~fec:t.ivenss 
of inte:nat.iOl'tal e=orcement efforts. Selec:t:i.ve "c:=.~ 
oµ and gas equ;lpment may be added t:c- the COCOM list. 

~oac:h t:o the Al.lies. 

" 

The September 26 meeting- of Sec:::etar.r Shult:. w.i..th. the Qui.it 
fo:eJ.gn ministers is envisioned as an initial exchange 0£ views , 
rather than a. lengthy ba::-gainjng session. We have made it cl a: 
to the. Eu..~ea.ns tha:~ we ex;,ect them to come to tis with proposa..ls . 
Bowever , when the discussion turns to o.s . expectations for a 
scltltion of the present ~-q;,a.sse , Sec:retar.f Shultz cou.ld "as a."l 
illustrati.ve example" outl.ine the package described above , and. 

. as an illust:a.t:Lve- example, say that in exchange for this package 
th& criu.ted States would. b&. w; l linCJ tc drop the sped.fie: aspects 
0£ the c=ent sanc:t.ions: pac.lca.ge wh:id:t are most. harmful to 
Ew:opean. econcm::i c i:.ta:ests:. the t:empo?:L.~ denial orciers , t!le 
ext:aterrt~o:t.4.l. applicatians o~ the oil anci gas san~-ions , a:c::. 
the :at.:0filC.'t:.i.ve appUc:a,t:i.0: of t:lle. oil and. ?• sanctions. It 
would. be cl.ear that faiJing an agreem:,nt of this type, the Onited 
States wculd. ccntinua the ca=ent package of sanc:-tions and deni a.l 
orda:s , and the- same pa.c:.lcaga would remain a.va.ilab.le , in case the r e 
we.re any bac:kslic.ing on. any agreement, once completed . ':'he cr.s. 
and Eu.ropean sanc:ti.ons directed aqa..i:ls t tile Polish gove=.:nent 
would remain in force . • 

Public Affairs P=oc;:ram 

Although it is prema~u=e to esta~l~sh a ?W:l~c a==a..1.:s st=ateq"J 
to a.cid:ess this potential "t=a."'lsi-tio::. " i.=. o~ ?ola.nd-:::-el.atec. 
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saz:z.ctj.ons, it may be useful for illust..-ative purp0ses on.ly 
tc demcnst..~te h.ow such a t::ansi tion could. be. presented: 

- The recent inc:eased repression in Poland llas c:a.taJ.y:ed 
a ftmdamental reappraisal of East-West eccncmic rela:d.ons by 
the a,1Jies. The events in Poland a.re symp-t:mnati.c: of the re
presuve nature of the- Soviet Onion and require a. more enciur'.ng 
Weste:n response than emhortied in the present sanct:.ons. 

- As a. result of high-leveJ.. c:onsultati.ons with the al.lies, 
it was a.qreed. that . the dla:"Lc:ter of our react.ion to ag:eqious 
Soviet behavior in Polan.d would be adjusted to reflect the need 
for lcmger-te:cn ~ieci alli'ld. positions on Ea..st.-West eccncmic 
rel.ati.ons, a.J.thouqh some. of our measures will ;,-ema;n tied to 
deve.l.opments in Po land .. 

- These new measures are consistent rit::h. ow: oajec:ti.ve 
o~ advanc::ing- re<:0rtdl ia:t:.ion in Poland and demoustrate the 
anwi.l.l.ingness of tlle West to c:onduct normal. or preferential 
c:ade relations whic:h enhan~e the· C'SSR's a.b.il.ity to sustain its. 
,mp:ec:edentaci milita:y bu:iidup o: aggressive geopcllt:Lc:al. behavior 
o~ wb±c:f:t Pclanci is a prima.z:y ex:ampla. 

- 'rhese new measw:e.s represent a "victa:y" for bot!l. ha.l.ves 
of' the ~tlant:t.c: AJJ1ance. 
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NATIONAL SECURITY COUNCIL MEETING 

DATE, TIME 
AND PLACE: September 22; 1982, 10:30 

Cabinet Room 

SUBJECT: Pipeline San_ctions 

PARTICIPANTS: 

· The President 

State 
Secretary George P. Shultz 

OSD 
Secretary Caspar w. Weinberger 
Deputy Secretary Frank c. Carlucci 

Treasury 
Secretary Donald T. Regan 
Mr. Marc E. Leland 

Commerce 
Secretary Malcolm Baldrige 

CIA . 
Mr:" John McMahon 

USON 
Ambassador Jeane J. Kirkpatrick 

USTR 
AiiiEassador William E. Brock 

0MB 
Dr. Alton Keel 

Minutes 

CPD 
Mr. Roger Porter 

CEA . 
Mr. William Niskanen . 

JCS 
General Jerome F. O'Malley 

· White House 
Mr. Edwin Meese III 
Mr. James A. Baker III 
Mr. Richard G. Darman 
Judge William P.: Clark 
Mr. Robert c. McFarlane 
Admiral John M." Poindexter 

The Vice President's Office 
Mr. Donald Gregg 

NSC 
Mr. Norman Bailey 

Deputy Secreta!I Carlucci reported on Senate action on missile 
basing. At this point, we have the basing decisions we want in 
committee. Senator -Stevens has been recalcitrant and will create 
problems on the floor. 

Judge Clark presented the agenda items. 

Secretary Baldrige reported on the rules being followed in connection 
with sanction violations. Temporary denial orders (TDO's) are being 

o2ssIFY ON: OADR 
Classified by William P. Clark 
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issued against alleged violators, whether the violation was a 
company decision or taken under governmental duress. They are 
also applied to subsidiaries and affiliates where appropriate. 
TDO's do not extend to non-oil and gas related items. We are 
getting many requests for exceptions .on hardship grounds, such as 
the Sensor case where a Dutch court has ordered the company to ship. 
Unintended. effects cases are also coming in; such as a case preventing 
supply for an Australian pipeline. He said there should not be . any 
exceptions at this time -- it would represent opening Pandora's 
box. But .after Secretary Shultz has had his meetings in New York, 
we should consider refining the rules. If equipment or technology 
is for free world proj_ects, if significant hardships are being 
imposed on innocent third parties and if the project involved re
duces energy dependency on the Soviet Union, we should examine 
a change in rules. 

Secretary Regan mentioned that there will be political fallout 
because of lost jobs in the U.S. Many of the products involved 
are interchangeable so that effects are mainly on U.S. companies. 
He agreed with Secretary Baldrige's recommendation, but the domestic 
implications should not be overlooked. 

The President: We want to hurt the Soviets. Are we stopping an 
Australian pipeline? 

Secretary Baldrige: It might. be delayed. But we should. not make 
exceptions now. One exception· leads to another. 

Judge Clark : Ambassador Hermes · (of West Germany) said last night 
that they don!t agree with the sanctions, but you (the President) 
should not show vacillation now. 

Ambassador Brock: A number of Europeans have ·told me that if all 
of this leads to greater allied unity, it was worth doing. But we 
are on extremely weak legal grounds if our actions are seen as 
punitive rather than deterrent. How is a pipeline in Australia a 
deterrent? We must be very precise about the standards on 
which we make our decisions. 

The President: Can't we buy from Caterpillar and others? 

Secretary Weinberger: We do. We even have increased purchases 
from John Brown. But I'm disturbed at Europeans being unwilling 
to meet. J: support Secretary Baldrige's recommendation. 

Secretary Shultz: Procedurally, you authori zed discussions wi·th 
the Europeans if they wanted to have a meeting. Foreign Secretary 
Pym asked for a meeting. I accepted. Since then they have had 
trouble getting together -- the British, Germans and Italians want 
to have a meeting. The French believe if they wait we will fold. 
We have maintained the posture that we will meet, but they shouldn't 
believe we're looking for a way out. We're looking for a better 
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approach to East-West economic relations. The British, Germans 
and Italians understand this. The French don't yet. I have 
meetings set up in New York.. The first is with Cheysson next 
Sunday. At some point, they will probably decide on a joint meeting. 
They will have to take the initiative. If we move from the_ pipe
line to the broader issues of East-West· economic relations, we must 
involve the Japanese and perhaps also the Canadians, at ·1east on 
a parallel track. I have to p-lay with the situation as it emerges. 
There must be room for maneuvering and exploration. 

We should aspire to a strengthening of COCOM controls, a list 
revision and a firming of the process of policing. The question -_ 
of insufficient funds must be addressed. 

Secondly, ;::redit restraints on the _Soviet Union must be addressed. 
It is easier to persuade people now not to be too liberal on inter
national lending. It is difficult . to police and define. We need 
to emphasize both substance and procedure. The deals are very 
complex. 

Thirdly, we must try to get agreement on. not selling certain key 
oil and gas technologies and equipment to the USSR • . U.S. companies 
control a major portion of this material, so the -Europeans can't 
say we're being unfair. One poss.ibility might be no government 
guaranteed credit for this material. 

Finally, there is concern over the Soviets taking a bigger share 
of market than implied by the first pipeline. The temptation is 
there to go ahead and gain a much higher percent of the European 
market. We must reserve space in the market for additional Norwegian 
North Sea gas. There have been changes in attitude in Norway due 
to changed market conditions. We are consid~ring an interesting 
combination of Dutch/Norwegian gas in the future. 

The British don't want to discuss this without discussing food exports 
to the USSR. We should -reply that our policy is no subsidized 
sales of American grain. There is no all-out trade war planned -
we're talking about European vulnerability. The Europeans are out 
of their minds to put themselves in the position of reliance on 
Soviet energy they are moving towards. 

As I told Geoffrey Howe, they're not offering us something. This 
is an alliance -- we see Sovi et behavior,tec hnology transfer and 
other unacceptable actions. Let's get together and decide what 
to do about it. The whole atmosphere is cockeyed now. 

Secretary Weinberger: We are in full and total agreement on this 
matter. We are not trying to wriggle out of the sanctions. 

The President: I have no quarrel with this exposition. 
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Secretary Regan·: What if something happens in Poland -- have 
we come to grips with this problem? 

The President: Our pipeline position has to do with European 
exposure. Poland gave us a reason to act. There is · more at stake 
here than Poland. 

Secretary Shultz: The political, strategic and economic factors 
are related. We will not alter the sanctions until we see moves 
by the USSR. . We will stick to our positions. We can't fall off 
on COCOM and other things. We must move to a strategic pos.ture 
not necessarily related to Poland. 

Ambassador Brock: We must separate what we hope to achieve 
strategically from the sanctions .per se which are related to 
Poland. 

Secretary . Baldri~ (to the President )·. : You have said that if the 
three conditions were met we would lift sanctions. 

The President: Yes. 

Secretary Shultz: Even if the conditions are fulfilled and we 
lift sanctions, we still want to do these things. 

Mr. Baker: But by agreement, not unilateral sanctions. 

Secretary Shultz: Any measure .will be much stronger if taken with 
allied agreement. 

Ambassador Kirkpatrick: We hope for improvement in Poland. I 
was in France and the French press thinks our legal position is · 
stronger and our companies' licensing contracts more important 
than . we do. But. there is confusion on our motivations. Our policy 
must be made clear. 

Judge Clark: We were opposed to the pipeline before the declaration 
of martial law. Favorable developments in Poland would lead to a 
review of the sanction·s, but the issue is broader. 

Secretary Regan (to Secretary Shultz): Be careful. The OECD 
consensus rates are now at the top of the range and may have to be 
negotiated downwards. 

Secretary Shultz: We must move with the market. 

Secretary Baldrige: The sanctions were imposed because of Poland. 
We must not be ambiguous. we want ·other things, of course. But 
we are giving the allies leadership on high moral grounds on Poland, 
not to force our allies to do things they don't want to do. Sanctions 
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are a means to an ~nd, not an objective in and of themselves. 

The President: This is what we indicated at the Summit. The 
Europeans should go quietly to the USSR and put on the pressure. 
But they did not agree. We must stick to our position that the 
sanctions are related to Poland. 

Judge Clark: Please review the press guidance. 

Secretary Weinberger: "No" movement, not "sufficient" movement 
( the text was changed) • 

Secretary .Bladrige: Just a final word to emphasize that the 
measures we have taken are preventive, not punitive. If asked why 
they are not effective, we should say they represent only the tip 
of the iceberg so far. 

The President: President Roosevelt· called for a quarantine on 
Germany in 1939. He had his brains kicked out. What would 
history have been like if he had been listened to? 

Judge Clark: Thank you, Mr. President. 
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Category 

Oil and Gas for 
Free World Projects 

TABLE I 

u.s. Coq)anies Seeking Exceptions 

U.S. Conq>an:r Denied Compan:r 

General filectric Dresser/France 

General Electric Dresser/France 

Chranalloy ~any Nuovo Pignone 

Koppers Company Dresser/France 

to Teq>orary Denial Order (Tm) 

Final Potential 
Destination Produ::t Loss 

Australia Gas Turbines $25 million 

Saudi Arabia Turbine parts $6 million 

Italy Repair Nozzles $1 million 

France · Compressor Parts $300,000 



TABLE II 

Possible New Tenporary Denial Orders 

U.S. 
Af.focted Companr Subsidiarr Cowttry CirCt1DStances Product Loss 

AID/KANIS No Germany Government "Guidance" Gas turbines $300 million 
to ship 

MANNIN-1ANN No Germany Government "Guidance" 
to ship Gas turbines/misc. $10 million 

DIMAG No Germany Government "Guidance" f.ompressors $15 million 
to ship 

.ANIRB'l CCJ.lPffiATION Yes UK Government Order to Conmmication equip- $2-3 million 
Disregard Regulation ment for Pipeline 

WALTFR KIIDE Yes UK Government Order to Fire Extinguisher unknown 
Disregard Regulation 

GIDSClJRCE, INC. Yes Netherlands Court Order to Ship Seismic Bquipnent $1 million 
(SEN~) 

JAPAN SfEEL WffiKS No Japan No Government Action Oil and Gas Valves tmknown 

CAMERON/GERMANY Yes Germany Government "Guidance Oil and Gas Equipment $1C)() million 
to ship 

g.nm Yes UK Government Order to Oil Tools $2 million 
Disregard Regulation 

PETROLITE Yes UK Possible deal-government Oil Chemicals $600,000 
reportedly unaware of 
contract 

BAKER TOOL Yes UK Government Order to Oil Tools $26 million 
Disregard Regulation 



.. :."' 

TABLE III 

ECONCMIC oosrs OF SANCTIONS AND TOOs 

Category 

December 1981 
Oil and Gas 

Nm-Oil and Gas 

Jtme, 1982 

Tereorary Denial 
Ot ers 

Free World Projects 

U.S. r.onpanies 
Affected* 

General Electric 
Hownet 
Caterpillar 
Cameron 
Others* 

Fiat-Allis 

Deere 
Dayco 
CRC-Bethany 

Others* 

Dresser Industries 
Cameron 

Wetherford 
Cooper 
Geosource 
Baker Tools 
McDermott 
Others (including Kidder, 
and Andrew)* 

Foreign Companies/ 
Governments Affected 

UK, France, Italy, FR.G 
UK, France, Italy, FR.G 
USSR 
USSR 
USSR 

USSR 

USSR 
USSR 
USSR 

USSR 

France 
FR.G 

FR.G 
UK, France 
Netherlands 
UK 
Japan . 
UK, FRG, France, Italy 

Dresser France Saudi Arabia, Australia 
Chranalloy Italy 
Others (including Koppers)* UK, France, Italy 

*Estimate . 
• t 

**.wq>ect similar losses for Companies in 1983 
, I 

Products 

Gas turbines rotors 
Blades 
Pipelayers 
Blow out preventers 

Technology and kits for 
crawler tractors 
Tractor technology 
Rubber printing 
Programs for cODIII.Dlication 
conmunication equipment 

Subtotal 

Loss 
{Aimual) 

$100M 
$ 25M 
$ 9(1.t 
$ 65M 
$ 30M 

$100M 
$ 1M 
$ 1M 
$ 1M 

$ SCN 

$463M 

21 compressors 
oil tools, ball valves, 
steel produ:ts 

$ 15M 
forged$ SOM 

Blow Out Preventers 
Turbine components 
Geophones/cables 
oil field equipment 
engineering teclmical data 

caupressors 
Repair nozzles 
Canpressors 

Subtotal 

10TALS (1982) 

$ 4M 
$ SOM 
$ 1M 
$ 26M 
$ 40M 
$ SOM 

$Z36M 

$87(Mff: 
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MEMORANDUM 

FROM: 

SUBJECT: 

THE SECRETARY OF THE TREASURY 

WASHINGTON 

Septemb~r 21, 1982 

DECLASSl Fl :J'l 
NLS £r,~o:Jxf-~w 

BY 0:(-J ' NARA, DATE ¥ /tr,l DI 
FOR THE HONORABLE 

WILLIAM P. CLARK 
ASS I STANT TO THE PRESIDENT 

FOR NATIONAL SECURITY AFFAIRS 
THE WHITE HOUSE 

DONALD T. REGAN fi;,t 
SEPTEMBER 16 MEETING OF ~HE SIG-IEP 

I just learned that you would like some talking points 
to use in informing the President ot the results of the 
September 16 meeting of the SIG-IEP on the pipeline issue. 
The highlights of the meeting were as follows. 

The group reviewed elements that might be included in 
an alternative sanctions package. It reiterated that it was 
not the intent of the United States to make any proposals, 
_and that it was important to make clear that the United States 
was not looking for a way out of the sanctions, but that since 
there were indications that the Europeans want to discuss 
alternatives, the U.S. Government needs to consider what these 
alternatives might be. The elements considered were: 

1. Further restrictions on official credit to the Soviet 
Union, including an attempt to get agreement on concrete 
credit restrictions and a monitoring body to oversee these 
restrictions. 

2. Restrictions by the United States, Europe and Japan 
on export of oil and gas technology in any future contracts 
with the Soviet Union. (This was the one element that the 
group felt could be dropped or modified in the event the 
President's three conditions for improvement of the situation 
in Poland a~e met.) 

3. Allied agreement on confirming and expanding the 
COCOM list. 

4. Agreement to aggressively pursue alternative energy 
sources so that the Europeans and Japan will buy only the 
minimum amount of energy they are required to buy from the 
Soviets under existing contracts. 

,... !!!CRE'I' ► 
Declassify OADR 
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The group concluded that Secretary Shultz should hold 
discussions with his allied counterparts with the broad 
instruction that any alternative package to the sanctions 
should cause at least as much pain to the Soviet Union as 
that currently being exerted by existing sanctions. 

Secretary Baldrige then raised the problem of unintended 
effects of the sanctions. He is particularly concerned about 
the effects that the sanctions are having on energy projects 
which are totally unrelated to the Soviet Union, and are not 
causing substantial harm to the violators of the sanctions. 
The Commerce Department was to prepare recommendations to 
the President as to what exceptions might be made. (This 
paper was considered by an interagency group on Monday and 
is to be delivered to you on Tuesday.) 

The State Department was instructed to prepare a paper 
summarizing possible alternatives to the sanctions and listing 
the procedures that might be followed for discussing these 
alternatives with the allies. · 

----
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SENIOR ·rNTERDEPJ..RTMENT.l~L GROUP--INTERNATIONAL ECONOMIC POLlCY 

September 16, 1982 
4:30 p.m. 

Old Executive Off ice Building (.Room 305) 

ATTENDpES: 

Treasury 
Secretary Regan {Chairman) 
Marc Leland 

State · · 
Secretary Shultz 
Ja-rnes Buckley 

Defense 
Secretary Weinberger 

, . Fred Ikle 

Agriculture 
Secretary Block 

Commerce 
Secretary Baldrige 
Lionel Olrner · 

Justice 
Jonathan Rose 

CIA 
William J. Casey 

Office of the Vic~ President 
Admiral Daniel Murphy 
Donald Gregg 

USTR 
Ambassador Brock 

0MB 
David Stockman 

White House 
Robert C. McFarlane 

OPD 
Rog er Porter 

CEA 
·Geoffrey Car liner 

NSC . 
Norman Bailey 
Roger Robinson 
Dennis Blair 

The Chairman stated th_e purpose of the meeting was to 
discuss possible sanctions that ~ight be considered to be 
imposed by the United States and its allies in exchange for the 
current U.S. unilateral sanctions imposed in December 1981 and 
June 1982 in reac.tion to events in Poland. He 
stated that it was not the intent of the United States to make 
any proposals nor was the United States looking for a way out 
of the sanctions but that since there were indications that 
the Europeans wanted to discuss alternatives the U.S. Government 
needed to consider what these alternatives might be. 

Secretary Shultz reviewed the ove:c:all objectives of the West 
t oward ·the USSR and analyzed the sanctions , that were 
in t ended as a reaction to the events in Poland and that were 
to ~e lifted in the event the President's conditions for 

e.. 
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improvement of the situation in Poland were met. He then 
reviewed the other unified allied actions toward .the Soviet 
Union that might be considered as part of a long range economic 
relations with the Soviet .Union.. He stated that, as he was 
responsible for preparing for the talks with the Europeans, 
he needed to have a set of measures that would have clarity and 
would effect the Soviet Union, could be sustained, and could 
have broad Western support. 

~he group then reviewed elements that might ba included 
in an al tern a ti ve sanctions package. The fir st element ·was 
credit on.·which some work had begun before the Versailles Summit, 
and on which some progress had been made at Versailles, and on 
which more work was needed to get agreement on concrete credit 
restrictions and a monitoring body. The second item was confirming 
and expanding COCOM. The third area related to restriction of the· 
export of oil and gas technology on any future contracts .with the · 
Soviet Union. The fourth area was alternative energy sources. If 
any. alternative package is agreed to, it must be at least 
as painful to the Soviet Union as the current sanctions 
and must be broadly supported by Europe and Japan. There was 
t hen discussion as to which of the sanctions might have the most 
impact. on the Soviet Union. 

Secretary Baldrige raised the problem of specific hardship 
cases as well as unintended effects of the sanctionsr 

The group concluded that Secretary Shultz should held 
discussions with. his allied counterparts with the broad instruc
tion that any alternative package should cause equal pain to the 
Soviet Union as that presently being inflicted by existing 
sanctions. If no European offer results from his discussions, 
the SIG-IEP would then re-evaluate the situation. Any questions 
about consultations with the Etiropeans would be referred for 
response to Secretary Shultz~ · 

The group also decided that there should be an IG to con
sider the Department of Conuuerce's guidelines for exceptions to 
the denial order and come up with suggestions about where and 
when exceptions might be made. 

The CIA wis urged to prdceed quickly with the intelligence 
estimate pre·sently underway with the results of the pipeline · 
sanctions. 

All agreed that current sanctions will continue to be 
imposed· but that the United States is prepared to listen to 
any allied proposals for alternative sanctions against the 
Soviet Union. 

,. 



The meeting concluded with the instruction that a 
status report for transmittal to the President should be 
prepared on the alternative package and on the methods for 
considering alternatives to existing sanctions. 

\ 



RONALD W. REAGAN LIBRARY 

THIS FORM MARKS THE FILE LOCATION OF ITEM NUMBER ..... _,_/ _?, ___ LISTED ON THE 

WITHDRAWAL SHEET AT THE FRONT OF THIS FOLDER. 

.. 



TABLE I 

U.S. Companies Seeking Exceptions to Temporary Denial Order (TOO) 

Final Potential 
Category U.S. Compan:r Denied Compan:r Destination Product Loss 

Oil and Gas for General Electric Dresser/France .Australia Gas Turbines $25 million 
Free Worlct Projocts 

General Electric Dresser/France Saudi Arabia Turbine parts $6 million 

Chromalloy Company Nuovo Pignone Italy Repair Nozzles $1 million 

Koppers Company Dresser/France France Compressor Parts $300,000 

' . 
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TABLE II . 
Possible New Temporary Denial Orders 

U.S. 
Affected Companr Subsidiarr C.Ountrr CirctDDStances Product Loss 

Affi/KANIS No Germany Government "Guidance" Gas turbines $300 million 
to ship 

MANNE.%\NN . No Gennany Government "Guidance" 
to ship Gas turbines/misc. $10 million 

D:e.iAG No Gennany Government "Guidance" C.Ompressors $15 million 
to ship 

ANllIB\1 CORPCRATION Yes UK Government Order to C.OIIlll\Dlication equip- $2-3 million 
Disregard Regulation ment for Pipeline 

WALTER KIDDE Yes UK Government Order to Fire Extinguisher unknown 
Disregard Regulation 

GIDSOORCE, INC. Yes Netherlands 
(SENOOR) 

Court Order to Ship Seismic Equipment $1 million 

JAPAN SfEEL WffiKS No Japan No Govermnent Action Oil and Gas Valves tmknown 

CAMERON/GERMANY Yes Germany Government "GuidAnce Oil and Gas Equipment $100 million 
to ship 

g..fl1H Yes UK Government Order to Oil Tools $2 million 
Disregard Regul~tion 

PEfROLITE Yes UK Possible deal-government Oil Chemicals $600,000 
reportedly W1aware of 
contract 

' 
BAKER TOOL Yes UK Government: Order to Oil Tools $26 million 

Disregard Regulation 



.. 
TABLE Ill 

ECON(MIC COSTS OF SANCTIONS AND TOOs 

Category 

December 1981 
Oil ·and Gas 

· Non-Oil and Gas 

June 2 1982 

Te1eorary Denial 
Or ers 

Free World Projects 

U.S. Companies 
Affected* 

General Electric 
Howmet . 
Caterpillar 
Cameron 
Others* 

Fiat-Allis 

Deere 
Dayco 
CRC-Bethany 

Others* 

Dresser Industries 
Cameron 

Wetherford 
Cooper 
Geosource 
Baker Tools 
McDermott 
Others (including Kidder, 
and Andrew)* 

Foreign Companies/ 
Governments Affected 

UK, France, Italy, FRG 
UK, France, Italy, FRG 
USSR 
USSR 
USSR 

USSR 

USSR 
USSR 
USSR 

USSR 

France 
FRG 

FRG 
UK, France 
Netherlands 
UK 
Japan 
UK, FRG, France, Italy 

Dresser France Saudi Arabia, Australia 
Chromalloy Italy 
Others (including Koppers)* UK, France, Italy 

*Estimate 
**.txpect similar losses for Companies in 1983 

Products 

Gas turbines rotors 
Blades 
Pipelayers 
Blow out preventers 

Technology and kits for 
crawler tractors 
Tractor technology 
Rubber printing 
Programs for communication 
conmunication equipment 

Subtotal 

Loss 
(Annual) 

$100M 
$ 25M 
$ 90M 
$ 65M 
$ 30M 

$100M 
$ lM 
$ lM 
$ lM 

· $ SOM 

$463M 

$ 15M 21 compressors 
oil tools, ball valves, forged$ SOM 
steel produ::ts 
Blow Out Preventers 
Turbine components 
Geophones/cables 
oil field equipment . 
engineering teclm.ical data 

compressors 
Repair nozzles 
Compressors 

Subtotal 

10TALS (1982) 

$ 4M 
$ SOM 
$ lM 
$ 26M 
$ 40M 
$ SOM 

$236M 

$ 30M 
$ 1M 
$140M 

$870M** 

> . 
., 



Statement by Manfred Woerner• 

1. The tensions between the United States and Europe caused by the 

gas pipeline must be overcome. Germany must take the initiative. The 

West must at long last adopt a common economic policy. Such an 

initiative should: 

take into account the legitimate interests of all allies 

make possible a future coordinated action 

take into account the special role which is played by German 

commercial relations with the USSR and ixsxattie Eastern Europe. 

2. The United States should be presented with a 5-point program 

of action: 

-- Assuming the USSR is prepared to be restrained, realizTs 

human rights, cooperates in arms control, is prepared to reduce 

gradually European barriers, 1!!Mrl ~~IMAM~,.._, ,l\,t&,.~ 
-- All credits will be given only on market terms~ i'C.-'f~WU 

There will be further resf{iction on COCOM material 

-- A standing info~tion and consultation organ will be created 

on matters of East-West trade 

-- The allies will adhere to 11 January 1982 restrictions ca 
xetaxiaxsxrixk related to Afghanistan and Poland. 

3. Such a 5-point program should be presented by th~~i~s of 

EEC both at the Htrerme.l meeting~of foreign ministers"in Canada 

on October 2-3, but they must subsequently be · fg~~ally ~e9~tfied 
t• f'l,lu YA~ w..,..c..n:l, ~,, 



COtfiO_ENTIAL 
MEMORANDUM 6281 add on 

NATIONAL SECURITY COUNCIL 

MEMORANDUM FOR WILLIAM. P. CLARK 

FROM: 

SUBJECT: 

NORMAN A. BAILEY~ 

Soviet Food Embargo 

September 17, 1982 

Following up on your favorable indication on my memo 
of September 9 (Tab II}, I haveprepared · a memo from you 
to the President (Tab I) . on· the idea of proposing a food 
embargo on the Soviet Union. 

Richard Pipes and Roger Robinson concur. 

RECOMMENDATION: 

That you sign the attached memorandum to. the President (Tab I). 

. Approve ---- Disapprove 

Attachments 
Tab I Memo to President 
Tab II My Memo of September 9 

·· cc: Dennis Blair 
Gaston Sigur 
Roger Fontaine 
Al ·Sapia-Bosch 

CONF ENTIAL 
DECLAS FY ON: OADR 

cotflOC.NTIAL BY 

DECLASSIFIED 
NLS f3/t-oirj, $,JI,/ 

/Jtf: I NARA. DATE ~ 

l, 



DECLASSIFIED 
MEMORANDUM 

CONrl:g,ENTIAL 

ACTION\(_ 

THE WHITE HO USE 

WASHIN GTON 
BY 

NLS f't'1-078/1-lt11,:z 
k:[ , NARA. DATE ~ . 

MEMORANDUM FOR THE PRESIDENT 

FROM: WlLLIAM P. CLARK . 

SUBJECT: Total Food Embargo on the Soviet Union 

Issue 

We are perceived in Europe and Japan as -being hypocritical on the 
Soviet sanctions question because we -- are attempting to prevent the 
export of oil and gas related technology and equipment to -the Soviets 
while continuing to sell .them grain. 

Facts 

· In reality, the shoe is on the other foot. We are asking them to 
do exactly what we are forcing our own companies to do. We are not 
asking them to embargo food exports to the USSR (the EC is a major 
supplier of foodstuffs . to . the Soviet). nor do we. 

Discussion 

Nevertheless, it is true that there. is no measure that the Western 
world could take in the economic sphere that would have greater 
impact on the Soviets than an embargo of food exports related to 
the Polish situation. 

Recommendation 

OK No 

In order to lay to · rest >.this false argument once and for 
all, you may wish to consider proposing that all major 
food suppliers to the Soviets (ourselves, the EC, Argentina, 
Canada, and Australia} declare a total food embargo on 
the Soviets and Poland until the Polish government releases 
its political prisoners,. cancels martial law- and resumes 
the dialogue with the Church and a newly-legalized 
Solidarity. · 

The proposal will not be accepted, in overwhelming likeli
hood, by any of the other exporters. It will definitely 
not be accepted by all of -them. What it would. do would 
be to bury once and for all this false argument.:. 

If you approve, I will have my staff prepare an announce
ment and suggest the appropriate time and place. 

C . IAL Prepared by: 
DEC YON: OADR Norman A. Bailey 



CONFlfDJTIAl 
MEMORANDUM 6281 

NATIONAL SECOR.ITY COUNCIL 

CO~ENTIAL 

' ACTION 

MEMORANDUM FOR WILLI.AMP. CLARK 

FROM: NORMAN -A • . BAILEY~ 

September 9, 1982 

SUBJECT: Food Embargo· on the Soviet Union 

The hypocrisy level in internationa·l politics·, always high, 
has reached new records on the question of our grain exports 
to the Soviet Union vs. the European pipeline project. 

At a staff meeting. while you were away, I half-facetiously 
suggested that in order to shut these people up the President 
should offer to declare a total. food embargo on the Soviets 
related to the Polish situation if the other major Soviet food 
suppliers will. do the same (the. EC, Canada, Argentina, Australia 
and Brazil.) • . Several staff members. subsequently expressed 
support of the idea. 

RECOMMENDATION: 

Please indicate if you feel the issue has sufficient merit 
for me to draft a memo from you to the President. 

OK No ----

cc: Roger- Robinson 
Dick Pipes · 
Bill Stearman 
Paula. Oobriansky 

OADR BY 

DECLASSIFIED 
· NLS Rq-oitf,*!to3 
W , NARA. DATE# 



r MEMORANDUM 6325 

NATIONAL SECURITY COUNCIL 

September 14, 1982 

ACTION 

MEMORANDUM FOR WILLIAM P. CLARK 

FROM: NORMAN A. BAILEY'??'.P 

SUBJECT: Rationale for the December 1981 Sanctions 

I have been struck recently by the extent to which the reason 
why sanctions were imposed on Poland and the Soviet Union 
following the imposition of martial law on December 13, 1982 
has been forgotten in all the subsequent debate and confusion. 

RECOMMENDATION: 

That you sign the attached memo to Department heads . (Tab I). 

OK No 

L () ~\) 
Richaii.r\E>ipes, Paula 1:fobriansky, 
and Carnes Lord concur. 

CA--

cc: Robert Sims 
Henry Nau 
Bill Stearman 
Dick Beverie 
Walt Raymond 

Attachment 

\ 

Roger ~bih'.bn, De~air 

Tab I Memo to Department heads 



THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR THE VICE PRESIDENT 

SUBJECT: 

THE SECRETARY OF STATE 
THE SECRETARY OF THE TREASURY 
THE SECRETARY OF DEFENSE 
THE SECRETARY OF AGRICULTURE 

. THE SECRETARY OF COMMERCE 
THE DIRECTOR OF CENTRAL INTELLIGENCE 
THE UNITED STATES TRADE REPRESENTATIVE 

Polish/Soviet Sanctions 

6325 

In the course of the controversies that have developed following 
the imposition of sanctions on Poland and the Soviet Union as 
a result of the imposition of martial law in Poland on December 13, 
1981, the reason for the imposition of those sanctions has tended 
to get lost or at least obscured. 

The gradual liberalization of and· the growth of pluralism in 
the Eastern European countries poses a grave threat to the ex
pansion of the military and political power of the Soviet Union. 
It is for this reason that . the U.S. Government has consistently 
supported internal liberalization in Hungary, relative foreign 
policy independence in Romania and the development of independent 
power bases in Poland (the Church and Solidarity). 

The sanctions were designed to demonstrate to the Polish government 
and to the Soviet Union that they cannot with impunity crush these 
manifestations of pluralism in their sphere of influence. This is 
why the sanctions were impos.ed as a result of the events in Poland, 
why they were chosen to ·have · ma-ximwn ef feet,. why efforts to aid 
the Polish people as opposed to their government continue, and 
why the sanctions will be lifted if pre-December pluralism is 
restored in that country. 

Incidentally, that is also why the Polish people support our 
sanctions. 

FOR THE PRESIDENT: 

William P. Clark 
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It can be built on time -
with some stress: strain., 

By Ned TemkCJ 
Staff correspondent.of . 

. The Christian Science Monitor. 
Moscow 

'1be Soviet Union is beginning to signal · 
snags and economic sacrifices In its bid to 
counter President Reagan's gas-pipeline 
sancUons. . 

Most · diplomats and foreign · business 
IOUl'Ces here stlll feel that Moscow's centrally 
run economy will ensure completion of some 
tind of new Siberia-Western Europe gas Uak 
by the current target date of January 1984. 

Besides. these analysts say. the Soviets 
eaa almost certainly meet intUal gas-delivery 
requirements by ma!r..!ng use of excess capac
ity iD a smaller export pipeline built iD tbe 
1960s.' •. 

A recent edtuon of the Soviet government 
newspaper lz\·estia added that a planned 
Czechoslovakian pipeline to link the new Sibe
rian export conduit with the West European ·. 
gas grid would operate at "full capacity" onty 
from 1988. but that this would not affect Euro
pean deliveries contracted for earlier. 

And on the political front. the men in the 
Kre~lin can hardly be mourning the rancor 
within the Western alliance caused by Mr: 
Reagan's June 17 expansion of US sanctions 
against the gas-line project. · 

But the official Soviet news media have re
cently given a number of indications that 
building the new pipeline around the US trade 
restrictions will be . trickier than Initially 

· suggested. 
,, The first problem - and the- one. iD the 

view of foreign analysts. least complicated to 
counter - ls th!:! overall pace of work on the 
line. Although most Soviet accounts have in- · 
eluded routine statements that work is: going 

e , . * Please turn to Page 6 . ,.-. • ' . 
----- •-· ••• • • r9.•.._. , ••:,I 
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. Gt•lu;lll#tt :' 7 t 
~as pjpaHne: Soviets hjnt it will ba 

• 
•••II, and that the pipe link will be done on or 
aht•ad of schedule. the Communist P:irty 
lk''-'':ipaper Pravda struck a discord.lot note 
In an article Aug. 18. 

ll said go,·emment officials bad concluded 
· that workers cle:artng the line's roughly 2.70U· 

mile route - through some 450 miles of 
swampland, 90 miles of permafrost. over 561 
rivers or streams. and across both the Ural 
and Carpathian mountains - would have to 
step up their pace by "two or two-and-one
half times" to stay on schedule. So. the news• 

· paper said. would crews dolng•the- re,t of U1e 
plpellne project: constructing living quar
t.en, laying pipe, and setting up 41 compres· 
IOI' stations. . 

The Pravda article seemed to Imply that 
pneral snags in Soviet pipeline construction 
detailed In earlier accounts published here 
were hampering the Siberia-West Europe 
project as well. These include shortcomings 
ID plaMlng and management. in equipment, 
and in transportation. · 

The antidote. foreign diplomats assume. Is 
. to ensure top priority within the Soviet econo

. · ·. my for the current pipeline _project - some
. ddng the Soviei; authorities are clearty mov• 

· lnl to do, in hopes of making the pipeline a 
· dramatic · symbol of Soviet immunity to 

American "diktat.". ·_ · 

pooled into a "research and production a!ls,\• : 
ciation" to ensure suHicicntquality .ind quan
ttty in production of the new turhine. Some ! " • 
Leningrad steel mill.s. according to one bri~r . 
Soviet report. arc inclucll'd. t 

A "special gas pipeline" Is even being lai~ • 
-on the floor of Leningrad's Neva Ki\·er to a i· 
-low for testing of the 2:i·mcgawatt prototypes , 

Further Soviet reports said the Lcnin~r:.:-: ·_ I 
turbine would replace the planned GE unit i~ 
all the compressor stations along the new 
line. State television said the first So,·ict re· . • , 
placement. in an Initial batch of nine. wou L: . ! 
be deUvered .to its pipeline site sometime 1~ 

October. several months ahead of schedule . .-\ 
separate media report said the blueprints c,r 
the first compressor station for the line ha•! 
been redrawn around the Leningrad 
prototype. · • But foreign business sources here. includ· 
ing one who says he has seen factory dia· 
grams of the Leningrad machine. remame.-: 
skeptical that the Soviets would produce a 
turbine of GE standard and power in suifi
cient quantity to meet the pipeline constr.ic· 
tion schedule. I 

Soviet media reports. meanwhile. ha,·e re
inforced this skepticism by mentioninij pn.
duction of at least three other soviet turbi:ie:= • 
f~ the Siberia-West E~ope pipeline. One v• f 

l 
{A CIA analysis prepared in August con

cludes that the Soviets will be able to meet 
their gas delivery commitments to West~m r :~;,_;

11
, 

. . Europe "through the 1980s." despite the -
Reagan administration's sanctions.) 

-: dA•':>-SfflF 
.. , .. 

But U one strength of the Soviet economy is 
tbe prerogative to set such priorities cen
trally, one weakness appears in handling var- .. 
lous "priority" projects at once. The Siberian · 
pipeline is competing with other major works 

. . already encountering problems of infrastruc• 
· bare and equipment. for instance, the BAM 

. trans-Siberian railway. That rail line is in-
.· . · tended as a centerpiece tor a new spurt In SI· 

· . berian resource development later in this dee-
. ade, · 
· · · A second challenge for the Soviet econo-

my, more directly linked to the Reagan ad
mtnlstraUon sanctions. is to develop a domes· "';~ 
uc·substttute for the General Electric turbine . 

At flnt. the Soviets demonstratively 
ihrugged off Washington's move to embargo 
the 25-megawatt machine. the unrivaled 

•. world-market leader in powering high-capac-
ity pipelines. Within days of Mr.· Reagan's 
June sanctions. the Soviets, whose domestic 
pipeline workhorse is a less reliable and em
cient IO-megawatt turbine. announced . the 
successful preliminary testing of a new 25·-· • ·, 
megawatt model by a factory in Lenihgrad. 

Yet amid generally glowing reports of 
progress In th.e development and production 
of the turbine. which is deemed in some ways 
superior to the GE machine. there ha\·c been 
lncreasing.' indications of the s~crificcs in· 
volved In buikiin~ the So\·ict co,npctilor and 
of potential prohlcms with the program·. 

At least 20 Lentni,:rad factor ies, according 
to Soviet news media reports, have been 
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baat sanctions 
tbem ls a to-megawatt model. Five units are nu. 
said already to have been delivered for use on Given the Kremlin's record of commercial 
the new line. A more powerful unit was being pragmatism, most diplomats suspect the So
destined at the same factory. the report said, vtets will resist the political temptation to-ai
and would be produced .starting in 1983. semble all-domestic compressor i;t:itions and 

The other new models mentioned are pat• make use of any embargo-busting turbine de
terned on Soviet aircraft turbines. which. for- liveries that materialize. · 
eign analysts say. is likely to make them less For the·rest. the Soviets presumably will 
powerful than the GE 25-megawatt model and rely on the mast efficJent mix from what Is 
less · efficient for use in gas-compressor clearly a crash program to produce more 
staUons. • powerful and efficient domestic turbines for 

Further muddying the picture, a Soviet the Une. 
newspaper Sept. 9 reported that a gt"oup or A Soviet foreign-trade expert. Interviewed 
unspecWed factories had committed itself to · by the Monitor Sept. 8, stressed thaL the West 
speeding production or "l&- and 25- · should have .. no doubts" that Moscow has the 
mepwatt" turbines for use on the new export technological and other resources to meet this 
pipeline. challenge. 

"My guess," said a \Vest European diplo- · He argued that US economic pressure will 
mat following the pipeline issue. "is that even not work - a statement with which vlrtuaUy . 
the Soviets have not finally settled on what all diplomats here agree. in the sense that 
turbines will go where .. .. " Reagan pipeline sanctions are not likely to se-

At present the crucial rotor blade for the cure the announced aim or loosening martial 
GE turbine ts produced only ln the US. With lawnextdoortnPoland. 
current stocks or rotors in Europe. companies '. Yet the Soviet analyst declared that ~ros
defying the Reagan sanctions could provide .·.cow, like any other commercial partner on 

• an estimated total or 40 or so completed · any other project. had contracted for GE 
I turbines. The pipeline design calls for three turbines to save . "time and resources." As 

· i 25-megawatt machines per compressor sta- such. countering the Reagan sanctions on the 
· ! tton, lea~·tng a deficit of roughly .two-thirds of · turbines produces inescapable constraints on 
l ~ -Initial order or GE turbines for Moscow to bo~ fronts, he said. 
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