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MINUTES

The discussion began at 3:40 p.m.

The President: Before we get down to the serious business of the
day -~ Happy birthday to General Jones.

An exchange of pleasantries followed.

Mr. Allen: Mr. President, we have a full agenda today. If you
will permit me, I would like to state the objective of today's
meeting and then a suggested method of procedure.

We have two topics to cover. We will continue our discussion
of East-West controls. We would also like to devote some attention
to the Caribbean Basin Policy. Secretary Haig and Ambassador Brock
will be going to Nassau this weekend for a Foreign Minister's meet-
ing.

With regard to the East-West portion of our discussion, we
have only a short period to make decisions required to be presented
to our Allies at the Ottawa Summit meeting. We need, at that meet-
ing, to seek their support for important initiatives that will have
a profound effect on both near~ and longer-term military, political
.and economic facets of our East-West relations.

Our objective today is to complete the NSC discussion of the
East-West trade topics, though the President may choose not to
make his final decisions for a few more days.

There is a great deal of complex material to be covered and
each agency should have an opportunity to advance its key arguments.
Therefore, I propose to proceed as follows:

There appear to be substantial areas of agreement on the Allied
Security Controls topic. While there is not unanimity on the precise
course to be followed, I believe the positions of individual depart-
ments are quite well defined. Perhaps some adjustments could be
made to narrow if we spent more time. However, I believe it would be
better to spend the major portion of time on those key issues where
wider divergencies exist; that is, on the 0il/Gas and Siberian Pipe=~-
line issues. Additionally, we have three new papers to consider on
these issues.

Therefore, Mr. President, unless you wish to propose some ques-
tions on the Allied Security Controls, I suggest we move on to the
0il/Gas and Siberian Pipeline problems.

The President: I suggest Mac, Al and Cap get together to work out
something. Leaning a little toward Option III would be fine with me.
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Mr. Allen: Mr. President, I suggest the following procedure for
the remaining items. Based on an NSC memo request to Secretaries
Haig and Weinberger, they have made two additional submissions,
answering certain questions. These two additional submissions have
been provided to all the participants here. Additionally, today I
sent them two further questions based on their submissions. If you
will forgive the somewhat rigid nature of this procedure, I will
now pose to them the two questions they were provided earlier and
they could then answer these questions.

Following that we could then go around the table for additional
comments and questions. Secretaries Haig and Weinberger could col-
lect the questions for a response in one fell swoop.

Is that satisfactory to you gentlemen?

Secretary Haig: Yes.

Secretary Weinberger: Yes.

Mr. Allen: Mr. President?

The President: O.K.

Mr. Allen: Secretary Haig, your July 8 paper proposes a "very
tough Option III" under which we would "press" our Allies to take
several specific measures to minimize their dependency on Soviet
gas. If we do not ourselves deny licenses on exports related to
the project, and if we do not enlist the aid of the Japanese and
British in restricting exports critical to the project, what is it
that is "tough" about our policy? Also, what kind of pressure
would we put on our Allies to get them to give anything more than
lip service to the program of minimizing dependence you have out-
lined?

Secretary Haig: We should be clear on the two questions. You have
singled out the pipeline. The other issue is 0il/Gas Controls. On
that issue we don't believe we could get Allied cooperation on con-
trols on technology and equipment. We want to control the technology,
but don't believe we can do the equipment as well.

Related to the original question, "Where are we on the pipeline?"
Gentlemen, we have been talking about "jawboning" -- that's what it is.
And we have been doing it. We have talked with Genscher. We have
talked with Schmidt. They want the pipeline! It is important to them!
If we ask them to stop, we are asking them to sacrifice from a goal
of diversifying their energy supply and on trade at the same time. We
lifted the controls on three-fourths of our own trade with the Soviets
when we lifted the grain embargo. It would be inconsistent to put
pressure on them when we are loosening our own controls.

—SECRET™




SECRET

We have been trying to get them to stop the pipeline, but
cannot get them to do it. Schmidt has committed himself publicly
to this transaction. Public arm-twisting by us would be counter-
productive. However, I believe intelligent handling can convince
them to decrease their vulnerability and to increase their pro-
tective measures.

Now, as far as a "tough Option III is concerned, "tough" may
be a misnomer. We need to be tough vis-a-vis the Soviets. We
need to be tough on our budgeteers; we need to be tough on our
Allies. We need to be tough on getting a program to put in place
on energy security. We need to press our Allies to cut in half
the size of the pipeline deliveries. We need to assist them to
diversify -~ to limit their imports of Soviet gas.

In recent weeks the increase in interest rates, the decrease
in the projected demand for gas, etc., has been causing consumption
problems and a glut in oil.

We should be prepared to give our Allies an alternative package
that would involve, perhaps, Alaskan oil. We should deregulate
natural gas, make provisions to deepen our harbors to expand coal
shipments. This may require some Federal financing. We should
reinforce and increase energy sharing arrangements. We must do
this whether or not the pipeline is built. We had to help the Dutch
in the last o1l crisis.

I think, Mr. President, you should mobilize at the Summit a high-
level monitoring group.

(The following question was posed in writing to Secretary Haig
before the meeting. He answered without the question being reposed.)

Mr. Allen's question submitted earlier in writing follows:

Would it be inconsistent with your scenario to press
very strongly at Ottawa, especially on the Germans and French,
perhaps privately, for their agreement to delay further nego-
tiations on the pipeline for, say six months, pending a
thorough inter-Allied review of the project and alternatives
to it?

Secretary Haig: With regard to the second question, "Would we ask
them to delay six months?" We shouldn't do this. If we start the
work to demonstrate there are other alternatives, they don't want to
spend their money there (on the pipeline). But the pipeline is a
public problem for Schmidt. He is publicly committed to it. They
will tread water anyway, without our requiring them to do so.
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Mr. President, you will find at Ottawa that our European Allies
are in a blue funk about their economic situation. They blame us
in part for their problems, because of our approach to our own
economic problems -- because of our interest rates. A rigid approach
to this problem of the pipeline will bring a repeat of the disastrous
Carter Administration confrontation with the Germans over the sale of
German nuclear technology to Brazil -- with a far more significant
effect on our ability to deal on East-West matters!

Mr. Allen: You asked and answered the second question.

Secretary Weingerger, why couldn't your objectives be best
served by imploring -- persuading our Allies to delay the pipeline,
rather than stop it (Mr. Allen paraphrased the following question that
had earlier been delivered to Secretary Weinberger:)

Your objective, as stated in your paper, is to stop the
pipeline or, if that is not possible, to scale it down. Why
wouldn't this objective be best served by requesting, at least
as a first step, that our Allies, especially the Germans, agree
to delay further negotiations for at least six months, until a
full examination of all aspects of the project can be completed,
rather than approaching- them now with a statement that the pro-
ject must be stopped, and with threats to block exports by the
U.S. and other Allies of critical components?

Secretary Weinberger: We are unequivocally in favor of stopping the
pipeline. Leadership does not add up the columns on the opinions of
our Allies, then conclude you are defeated. You decide what is
needed and you do it. The Europeans should be clear on that.

I suspect that the speculation re a shaky economic base for the
pipeline is true. We should drive home that we are unalterably opposed
to it.

Nobody here at this table wants it built. We can do all the
things listed that have been talked about to provide alternatives
to the Europeans. They are all good. We can do all the substitutes.
But why do all that and build the pipeline too?

We have the objective of stopping it. That may be impossible,
but we must try. If built, it will produce large hard currency
earnings for the Soviet Union. It will increase European dependence
on the Soviets. We worry, even now, about the course of the Germans.

Realistically, we have persuasive power. We must exercise it.
Otherwise, to offer these alternatives is useless. If the pipeline
is built, we have lost. We give the impression of a weak, undecided
country. We must use all reasonable leadership and tactics and

alternatives.
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If someone believes we can use delay as a means -- fine,
but our objective should be to stop the pipeline. We need to
be firm, resolute, in our objective to stop it. We must use all
the proper tactics and strategy.

Mr. Allen: My second question is: "As you indicated, compressors
that must come from either the U.S. or the UK are critical to the
pipeline. However, these compressors offer potential sales of as
much as $300-$600 million to Rolls Royce, a sick company in a sick
British economy with a current unemployment rate of about ten percent.
Faced with high levels of unemployment and with a German and French
desire to go ahead with the pipeline, what incentive would there be for
the British government to block the sale of these compressors?

What pressures or incentives could we bring to bear to motivate

the British to go along with our desire to block the pipeline?
Wouldn't British cooperation be significantly easier to obtain if

our stated objective was only to delay the pipeline, pending a

review of alternatives and/or steps to minimize European dependency,
as compared to a position where we propose to the Allies that the
pipeline be permanently blocked?"

Secretary Weinberger: In the last three years, we have spent $265.3
million with Rolls Royce. We have under current consideration pur-
chase of the Harrier aircraft. There are many other co-production
possibilities. It is very easy to give them other sales. Of course,
we must not publicly bludgeon them, but motivating them can be done by
giving them other contracts.

Mr. Allen: Mr. President, we also have a new submission from the CIA
providing new information. Bill, would you like to summarize your
paper?

Mr. Casey: Yes, Mr. President, I would like to make three points.

First, minimizing their dependence (on OPEC oil) would not
be achieved by Soviet gas which would provide only three percent
of West European energy. More important, this pipeline is the
largest East-West deal ever. We have to take this matter very
seriously. This is our greatest opportunity ever to force the
Soviets to divert resources from military programs.

Second, the $16 billion to be lent to the Soviets for this
project should better be lent on this side of the curtain to
develop Western sources. There are probably better and less
expensive alternatives in the West than the pipeline.

Third, with regard to the tactics at Ottawa, at a minimum we
should put it off until we explore other alternatives that will be
permanent assets to the West.
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Mr. Allen: Mr. President, the CIA paper was delivered this morning.
You may wish to look it over at your leisure. I commend it to you as
I do the other papers received since the last meeting.

We can now move around the table for the comments and questions
of others.

Secretary Baldrige: Mr. President, the essence of leadership is to
take the strongest possible position. But we are weakened if we fail.
We don't believe it is practical to stop compressors and pipelayers
and the other equipment needed for the pipeline. There is a cable in
today that reports a Japanese sale of 500 pipelayers to the Russians.
Caterpillar has been told by the Soviets that if they do not have a
license by 30 July, Caterpillar loses the sale. There are 1,400 pipe-
layers in the USSR now. They can be moved to work on the pipeline.
Other smaller equipment alternatives are available now from other than
the U.S. and Japan. These other alternatives can be developed over
time to build the pipeline.

The same is true of the compressors. There are two sources
now, but others can make compressors in the reasonably near future.
In the time needed to get the pipeline going -- three to four years --
many other alternatives can be developed.

Mr. Casey: What about the money?

Secretary Weinberger: If they can't get the money, they can't build
it. We need to stop the entire European support, including the money.

Secretary Haig: I think Mac is talking about the technology.

Secretary Baldrige: My point, is that simple bilateral arrangements
with two countries cannot stop the line. I would like to associate
my position with that of State. I recommend a strong program to
develop alternatives. We have said we want financing of dredging of
harbors, etc., by the private sector. We want foreign capital to
develop our resources.

Mr. Allen: Mr. Davis, please keep your comments to two minutes, or
less.

Deputy Secretary Davis: We would like to see it stopped or scaled
down. However, we defer to others for evaluations of the prospects
of success of doing so.

In either event, we need to increase other alternative sources.
However, the other alternatives are not necessarily direct substi-
tutes for gas. Nuclear power development takes considerable time.
Deregulation of U.S. gas would free supplies for Western Europe.
But we need to get going on such programs.
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Ambassador Brock: In the last meeting I spoke about the economic
aspects of this issue. Now I want to look at it as a politician.
There are desperate economic problems in Europe. There is the
effect of high U.S. interest rates, which has resulted in a
revaluation of the dollar that has brought to Western Europe the
equivalent of a "third oil shock." Western Europe has a $13 bil-
lion trade deficit with us.

It is better to go with a request that they delay. I am
intrigued with Bill Casey's suggestion of gas from coal. We have
lots of coal here, but we can't guarantee it will be economic
until we cost it out.

How we do it (persuade the Allies to stop/delay) is important.
I support, essentially, State's position.

Mr. Harper: I think the points that Mr. Stockman wanted me to make
are that by discouraging the pipeline today and subsidizing other
sources, we will wind up later with the Soviets having their energy,
while we are depleting ours.

The key question is where are we going on a broad picture basis?

Secretary Regan: I would support delay of the pipeline.

Secretary Haig: Code words cause problems. We could not (in the
State Department) be able to support going to Schmidt with a request
for him to delay. We seek delay, but the way we skin that cat is not
to go to Europeans now with a request to stop a project three years
along.

We cannot be seen as intervening in their economic fate. It's
their money! 1It's their project! We must be very careful on how we
intervene.

Mr. Allen: There is no intention to use code words. We are talking
about our security.

Secretary Weinberger: Our interest rates won't decrease if the pipe-
line 1s built. Their deficit won't be decreased if it is built. We
must make our position clear. Is the best way to stop the pipeline
to go for a delay?

The alternative supply concept is useful, but not much good if
the gas is already coming in.

General Jones: We want to stop the pipeline, but others are best
qualified to decide how. '
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Mr. Casey: Our approach should be that we want to show them another
way —-- a way to avoid building the pipeline.

The President: I don't understand.

Mr. Casey: I want to spend the $16 billion some other way. We could
add to the kitty =-- do a better job.

Mr. Allen: Your argument is that we want the $16 billion of invest-
ment on our side of the line =-- not theirs.

Mr. Harper: There are budget implications in "adding to the pot.”

Ambassador Kirkpatrick: The pipeline would tie Western Europe to

the Soviet Union. 1It's already tied strongly. Three hundred thousand
West German jobs are now dependent on East-West trade. If the Federal
Republic becomes thirty percent dependent on Soviet gas, the number of
jobs dependent on East-West trade will increase.

Will this make the Germans or us more secure?

We don't want to increase the tendency toward the Findlandization
of Europe. We don't want to help the Soviets. We don't want to sell
them the rope to hang us!

: The question is, if you stop or slow the pipeline, does
it hurt the Soviet economy?

Secretary Haig: This is a fundamental Foreign Policy and Security
Policy issue. We have just lifted the grain embargo. Three-fourths
of U.S. trade with the Soviet Union has been decontrolled. We are
about to negotiate a new grain agreement with them. We must be
careful that we do not follow inconsistent policies.

I have just spent time with Thorn (EC). There are riots in
Europe -- unemployment, disaffected youth; there are problems in
the Federal Republic of Germany.

No one at this table should think we have not taken a hard
position on the pipeline -- and I have done it personally! I have
already told them no. They have gone ahead anyway.

Nobody here wants this pipeline. The question is how can we
best manage this problem. It would be a tragedy even to demand a
six-month delay. We must provide alternatives. We must suggest
they don't need it. It is interesting that the Department of Defense
and State papers use the same statistics. Yet, we come to different
conclusions.
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Secretary Weinberger: There are significant differences. We have
have not yet done anything unequivocal concerning a position against
the pipeline, coupled with a positive alternative program. If they
think we are going to plead with them, they will not go along.

The pipeline won't stop the unemployment or the riots. If we
are uneuivocal, we may stop the pipeline. If we are not unequivocal,
we will not have assumed a leadership role.

The President: Is the idea the Europeans are going to do the financ-
ing? If they do not, the Soviets will do it themselves for their own
use?

Mr. Casey: There are two separate projects. This one is for exports.
If there is no prospect of exports, they won't build it.

The President: I'm glad no one has said "have a happy weekend!"

Mr. Allen: We would welcome added papers on this topic of three or
four pages if you wish to submit them to summarize your arguments.

Mr. President, we could devote some portion of Monday's meeting to

this subject, if needed.

Secretary Regan: I don't buy the argument that Western Europe is in
such tough economic shape. ‘Much of what they are saying is posturing.
The French Socialists are finding the money to nationalize their
industries.

Secretary Haig: I hope my comments did not indicate that I thought
they were in such desperate economic condition.

Secretary Weinberger: Building the pipeline won't stop their economic
problems.

The President: Could the same individuals get together (as on the
Allied Security Controls issue) on this issue and without bloodshed
work out a solution?

Secretary Haig: Mr. President, that would be 0.K., but DOD has all the
armaments., (Laughter).

The arguments are the same.
I suggest we handle the problem as we (State) have recommended.

If I thought to stop or delay was achievable, I would be leading
the charge, but I do not think that it is.
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Mr. Meese: As I see it, there are three basic questions:
1. Should we oppose unequivocally?
2. Should we develop alternatives?
3. Does the President say anything at Ottawa?

Ambassador Brock: 1Isn't there a fourth?

What are we willing to pay in damages?

Secretary Weinberger: It's not a function of damages. The pipeline
would cause us damage.

Mr. Meese: It's part of the question.

The President: 1Is this an oversimplification? Sixteen billion dollars
to build the pipeline -- to buy something that will then come through
the pipeline? Is there an alternative in the West?

Mr. Casey: Yes.

Mr. Allen: It would take some development. But what is the incon-
sistency of "why don't you look at what we have to offer before you go
ahead?"

Secretary Weinberger: The ways of saying you oppose vary, but leader-
ship is a firm, consistent position.

Mr. Allen: Mr. President, this clearly is a monumental issue. It is
very important. Do we need one more attempt at a synthesis position?
We can devote time on Monday if needed.

The President: It seems we are all saying the same thing.

Secretary Haig: Let's be frank. It will take us years to develop
alternatives. The Europeans know that. We have been working seven
years on alternatives. Nothing has happened! We need to go in with
something. Not because we are subservient, but because they are our
Allies and we need them!

The President: How long, if they go ahead, before completion of the
pipeline?

Response: Three to four years.

_SEGRET
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The President: Why is it impossible during that same three to
four year period to supply them from other alternatives?

Secretary Weinberger: If we can say to them, you'd have to wait
that long to get gas, why not wait that long for other alternatives?
It involves resources for coal and nuclear development, etc.

The President: It involves harbor development, among other things.
I remember those ships lined up at Norfolk.

Deputy Secretary Davis: In a three to four year period, there are
small prospects of increase of supply to Western Europe by anything
we can do . We are talking eight to ten years to accomplish any-
thing.

The President: What about nuclear? We are the only ones that take
eight to ten years to build a nuclear plant.

Deputy Secretary Davis: It takes about six years actual construction
time to build a nuclear plant. And electricity is not a direct sub-
stitute for all uses of gas.

Mr. Allen: We have exhausted all our time with no discussion of the
Caribbean Basin. .

Secretary Haig: I don't see this (lack of NSC discussion on the
Caribbean Basin) as a problem. Ambassador Brock and I are going down
there this weekend to talk about our Caribbean Basin Policy.

The President: Portillo indicated to me they want to be a conduit
for our Latin American Policy. He did seem to listen when I said we
are talking about the whole area.

As they begin to see some of this in other places, I wonder if
Castro won't begin to wonder if he shouldn't get back where he
belongs (in the Western camp).

Ask him one thing. We'd have a lot better time if they would
take back all those Cubans we have.

Mr. Allen: Mr. President, I'm sure you have been pleased not to
read thispast week about the Monday NSC meeting in the Washington
Post or the New York Times.

The President: Yes. There are sometimes leaks =-- perhaps in back-
ground briefings. I don't think by anyone in this room. Perhaps

by persons not here, who know only a little. But if we can get
through another week, perhaps it will become a habit. I want to

see an end to the stories of our speaking with different voices. We
only speak wtih different voices in this kind of briefing. If there
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is no other way to cure it -- other than blowing up the Post and the
Star -- then, if I found out about them (the leakers), then they are
going back to South Succotash, Wisconsin, in a hurry.

The meeting terminated at 4:40 p.m.
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mTlAL WI’THNATION SECURITY COUNCIL

MEMORANDUM FOR BUD \WANCE

FROM: ALLEN LENZ EQIED

SUBJECT: Information For RVA Use in Meeting with the
President on September 21 on 0il/Gas Controls

Per your request, attached is a copy of the oil/gas options
paper that was forwarded from your office to the President
on September 10.

The memo to the President cites the urgent need for a decision
on several grounds: impact on our Siberian Pipeline efforts;
will be seen as an important indication of our Soviet policy;
increasing backlog of export control cases pending a decision.

Additional arguments for prompt action include:

o Secretary Haig will meet with Dobrynin on Wednesday,
September 23, and Monday, September 28. Even if he
does not address the oil/gas controls directly in his
discussions with Dobrynin, it would be desirable for
him to have the.President's decision in planning his
strategy and tactics. Indeed, lacking a decision
through the NSC mechanism, it would seem to me Haig
may try to get one directly from the President,
citing the Gromyko meetings. I see it as particularly
important to have a pre-meeting decision in view of
the wide interagency differences on this topic and
because there are some indications that Haig expects
a less restrictive policy than the President may, in
fact, choose.

o State has decided to push for significant changes in
the economics segments of the "East-West Relations"
paper, which will open up the topic for extended NSC
debate and possibly force the paper back into the SIG
system, further delaying statement and implementation
of an already long delayed and badly needed U.S.-Soviet
policy, as well as further enhancing the public image.
of a disorganized NSC/foreign policy process. A
Presidential decision on oil/gas controls will not
necessarily eliminate a State reclama on the economics
chapter, but it will certainly mute it if the decision
is for Option I or II. 1In any event, work toward
resolving the differences and another NSC meeting on
the East-West Relations paper should be delayed until
the oil/gas decision. The President's choice will
represent a tangible implementation of the more abstract

a goals stated in the East-West Relations Policy Study.
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THE WHITE HOUSE
WASHINGTON

Allen Lenz:

This package was ready to go to
the President, as amended by RVA.

When the Haig memo arrived, however,
it clearly referred to an NSC
package presenting five options.

Our memo only refers to four options.

. Hence, I think we need to amend our

memo or give the President an
explanation as to the difference.
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NATIONAL SECURITY COUNCIL
September 18, 1981

MEMORANDUM FOR BUD NANCE
FROM: ALLEN LENZ

SUBJECT: Informatlon or RVA Use in Meetlng with the
President on September 21 on 0il/Gas Controls

Per your request, attached is a copy of the oil/gas options
paper that was forwarded from your office to the President
on September 10.

The memo to the President cites the urgent need for a decision.
on several grounds: impact on our Siberian Pipeline efforts:;
will be seen as an important indication of our Soviet policy:
increasing backlog of export control cases pending a decision.

Additional arguments for prompt action include:

o Secretary Haig will meet with Dobrynin on Wednesday,
September 23, and Monday, September 28. Even 1f he
does not address the o0il/gas controls directly in his
discussions with Dobrynin, it would be desirable for
him to have the President's decision in’' planning his
strategy and tactics. Indeed, lacking a decision
through the NSC mechanism, it would seem to me Haig
may try to get one directly from the President,
citing the Gromyko meetings. I see it as particularly
important to have a pre-meeting decision in view of
the wide interagency differences on this topic and
because there are some indications that Haig expects
a less restrictive policy than the President may, in
fact, choose.

5~

o .State has decided to push for significant changes in
the economics segments of the "East-West Relations"
paper, which will open up the topic for extended NSC
debate and possibly force the paper back into the SIG

2 system, further delaying statement and implementation

o of an already long delayed and badly needed U.S.-Soviet

a8 policy, as well as further enhancing the public image
of a disorganized NSC/foreign policy process. A
Presidential decision on o0il/gas controls will not

“= necessarily eliminate a State reclama on the economics

chapter, but it will certainly mute it if the decision
is for Option I or II. 1In any event, work toward
resolving the differences and another NSC meeting on

the East-West Relations paper should be delayed until
the oil/gas decision. The President's choice will
represent a tangible implementation of the more abstract
~goals stated in the East-West Relations Policy Study.
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THE WHITE HOUSE |
WASHINGTON ‘
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RESIDENT

RD V. ALLEN/QU‘/E _L ‘TELD-M S

ion on Controls on Exports of 0il and
quipment and Technology to the USSR

NSC meetings your advisors unanimously
U.S. should request the 15 Allied nation
:ee (COCOM) to agree to significantly
SIPOE ER D thailidairg However, there was

. the degree of increase to be sought. You
.es Haig, Weinberger and Baldrige to work
;jition. This has been done and reflected

» you (Tab 'B). Work on implementing these

'ever, that pewagis
1 export controls and gas equipment

1@ USSR that would go beyond the COCOM

1ich, even if the new proposals you have

:d by the Allies, would have a relatively

‘fect. Indeed, the discussions revealed ‘
‘grengesy among your advisors.

.- some control over the export of oil and
:chnology to the Soviet Union. The degree
anging from those who support comprehensive
»ntrols to those who support controls only
>jects and to those who wish to control only
sticated technology. It should be noted
»ntrol sophisticated technology under an
>ted by the Carter Administration. One

ie this policy.

this debate is whether our Allies and friends
>orting such an embargo that will cover more than
)logy. There is no doubt it will be diffi-
jreement. Thus, a decision to control oil

1d technology =- almost none of which is

M security controls -- will require U.S.

that, at least initially, will be uni-

:ain prospects of subsequent Allied

loes not mean that we should stop trying

es to implement tight controls.
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STATEMENT OF OPTIONS

Controls on Export to the USSR of 0il
and Gas Equipment and Technology

Option I

The U.S. will actively impede Soviet oil and gas production
and export projects. The U.S. will impose national security
controls on, and deny exports licenses for, all oil and gas
equipment and technology. We will use our available leverage
to pressure our Allies and friends to adopt similarly restric-
tive measures.

Supported by: Weinberger (I or II); Casey (I or II);
Kirkpatrick; General Jones; NSC Staff (I or II)

Approve Disapprove

Option II

The U.S. will attempt to impede Soviet oil and gas production
and export projects. Recognizing that our Allies and friends
may not follow suit without unacceptably high political costs,
we will use less leverage than in Option I. We would consider,
after consultations with our Allies, adopting a multilateral
approach less restrictive than implied in Option I. Until
this is worked out, the U.S. will deny export licenses for
technology and equipment.

Supported by: Weinberger (I or II); Casey (I or II);
NSC Staff (I or II)

Approve : Disapprove

Option III

The U.S. is most concerned about major Soviet projects which
contribute to Soviet production capability and our Allies'
vulnerability to Soviet energy leverage (e.g., West Siberian
Pipeline). The U.S. will make a major effort with other
countries to restrict exports of equipment and technology for
such projects. Until this is worked out, the U.S. will deny
all technology and end-use equipment exports for major pro-

jects while approving end-use equipment exports not for major
projects. '

Supported by: Under Secretary Davis, Energy (III or IV)

Approve .Disapprove

~SFCRET ‘ SEG—R
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Option IV (Carter Administration Policy)

Rather than attempting to impede o0il and gas production and
exports, our goal will be to deny exports of technology that
allow the Soviets to replicate advanced Western equipment;
this technology would give them an independent capability to
improve oil and gas output and infrastructure. The U.S. will
approve exports of end-use equipment.

Supported by: Haig; Regan; Baldrige; Under Secretary
Davis, Energy; Stockman; Brock

Approve Disapprove
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THE SECRETARY OF STATE
WASHINGTON

September 2, 1981

et

MEMORANDUM FOR: THE PRESIDENT

FROM: Alexander M. Haig, Jr.

SUBJECT: Controls on Exports of 0il and Gas
Equipment and Technology to the Soviet
Union

You have before you an NSC package presenting five
policy options on exports of o0il and gas equipment and
technology to the Soviet Union. Your decision on this issue
will have significant implications for our relations with
Western European Allies and with the Soviet Union.

Option IV, a policy of restricting technology exports
and permitting equipment sales on a case by case basis,
would best meet your desire for a consistent policy. It
would hinder independent Soviet energy capabilities, without
weakening our alliance or unnecessarily penalizing U.S.
exporters.

In an ideal setting, I would propose an extremely
restrictive approach to all energy trade with the Soviets,
along the lines of Options I or II. But if our export
controls are to have any real impact we need the full
support of our Allies. A unilateral U.S. embargo of o0il and
gas equipment is unlikely to restrain significantly Soviet
energy development. Based on your consultations at the
Ottawa Summit, and Cap Weinberger's recent talks with his
British counterparts, I am convinced that it would be
impossible to obtain Allied support for highly restrictive
controls on 0il and gas equipment and technology (Options I
and II).

We have not been able to convince key foreign equipment
suppliers in bilateral consultations to restrict exports of
selected oil and gas equipment. The Japanese, at Ottawa,
gave no commitment to cooperate in a U.S.-Japan bilateral
embargo on pipelayer exports. The British told Cap Weinberger
that "they would not participate in a U.S.-U.K. embargo of
gas pipeline turbines. I am virtually certain that a
proposal that all our Allies and friends restrict all sales
of 0il and equipment technology will be soundly rejected.

——SECREE
GDS 8/28/87
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Compromise Option III targeted at major Soviet energy
projects is fraught with problems. The policy would require
us to decide on a case-~by-case basis which Soviet projects
and exports are major. We would not be able to provide a
consistent policy to our business community, our Allies, and
the bureaucracy which administers our export control laws.

Option IV is the only option which would establish a
policy that would be both predictable and effective, even
if pursued on a unilateral basis. This approach, restrict-
ing exports of technology while going ahead with end-use
energy equipment sales on a case-by-case basis, would:

--establish clear export license criteria and thus
give U.S. business predictable guidelines;

--preclude the Soviets' ability to manufacture key oil
and gas equipment, thereby forcing them to remain dependent
on imports from the West; and

--capitalize on the U.S. lead in technology, which is
generally more pronounced than our lead in standard oil and
gas equipment.

We must keep in mind that our main strategic goal is
not to restrict sales of 0il and gas equipment, but to es-
tablish tighter alliance-wide controls over East-West trade
in strategic goods and technology--such as powerful computers
and advanced metallurgy techniques. If we pursue a maximal-
ist objective on o0il and gas equipment, we risk having our
views rejected by the Allies. Such a setback would gain us
nothing, weaken the bonds of the alliance, and compromise
our ability to attain our primary strategic goals.
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ACTION | . . September 8, 1981

- MEMORANDUM FOR RICHARD V. ALLEN

. FROM: . . ALLEN J. LENZ
'; SUBJECT: . ' 0il/Gas Controls Optlon Paper for the

‘?fPreSLdent

- You requested that we note via an asterisk and footnote on -
- Haig's memo that the fifth option was deleted from the
. options paper since no one supported it.

 After carefully rev1ew1ng Halg s memo, I note he 1nd1v;dually
addressed Optlons I through IV but did not speak to Option V.

Therefore, it .seems to me best to not make any addltlons on
h;s memorandum on two grounds-

l. o Leavzng off the asterlsk/footnote mlnlmlzes atten-
. .- tion to the fifth option, avoiding ralslng the
~ . question "What was Optlon va"

2. p'Av01ds altering Haig s memo, whlch could be
»»»crit1c1ze .

Should the question later be razsed the answer would be

- "It was deleted as redundant, since no one supported it and

Secretary Haig did not address it in his memorandum.”

In view of delay in transmittal,‘your note to the President
has been retyped to indicate today's date. :

'RECOMMENDATION°

That you sign the redated cover note.
Approve | o Dlsapprove |

'That the memo go forward w1th explicit recognltlon of Halg s
~noting of- "flve optlons. : o ,

' Approve
- No, put in.the asterisk and fcotnote on BHaig's memo

. UNCLASSIFIED WITH | | )
SECRET ATTACHMENTS - | e
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September 1, 1981

MEMORANDUM FOR: . ‘ JANET COLSON

- FROM: -

SUBJECT:

ALLEN. J. LENZ

° Presidential Options Paper on 0il-Gas
-Controls

- .Dick has edlted the options paper which has been retyped to reflect
- the changes he deSLred Could you please do the follow1ng.

o

Q

‘Have h1m szgn the rev1sed version.

'Return SLgned file to Kathy or Carol for insertion
-of the Haig memo when it arrives. They will clear

- . with you, after you have seen the Haig memo, before
vdlspatchlng the flle.

;?Verlfy‘that Dick wanted to show "NSC Staff“'only
.. for option II at Tab A. Originally he said II;

.. . Subsequently he said I or II, but my impression
'+ 1is that he returned to II only (he was interrupted

. during the process and I did not clarify before he
.left for a meeting). If he wants to be shows as
.I or II, Kathy/Carol can correct the Tab A attachment.

a

Dick wants to be advised while in Paris of any

'significant happenings on this matter.
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; NATIONAL SECURITY COUNCIL

ACTION September 1, 1981

MEMORANDUM FOR RICHARD V. ALLEN
FROM: ALLEN J. LENZ 1y

SUBJECT: 0il/Gas Controls Options Memo for the President

As you know, the August 25 State-led SIG served to reemphasize the
continuing disagreement among the agencies on U.S. policy on con-
trols on exports of oil and gas equlpment and technology to the
USSR. The meeting was useful, however, in arriving at a consensus
that no purpose would be served by further interagency discussion
and that the matter should be referred to the President for decision.

The options memorandum for the President (Tab I) ‘highlights the
controversial nature of this matter and emphasizes the urgent need
for a decision. It attempts an unbiased presentation of important
factors without taking a position. Should you desire to support
"a particular option, please -advise me and I w1ll revise the memo.

You will recall that the Decision Directive that we had drafted
earlier called for Option III (denial of all technology and end-
use equipment exports for major projects, while approving end-use
equipment exports not for major projects). This is, of course, a
- compromise position between the DOD recommendation - (deny exports
for all oil and gas equipment and technology) and the State-led
position (license equipment, including that for the Siberian Pipe-
line, but deny technology).

In my judgment, Option III is probably the best choice because I see
no realistic chance of getting the Allies to go along with total
controls on oil-gas equipment; also, Option III enhances the credi-

Security Controls more than would the tougher Options I and II.
|As & result of interagency circulation of the draft of this options

paper some suggested changes were incorporated, but those that
attempted to lead the President to a particular conclusion were

\ bility of our pipeline position and our COCOM initiative on Allied
~

=

N

O

~\'r:ure:;ectecl All suggestions for change or deletion of the originally

 stated options as presented in the July meetings were also rejected.
This rejection included DOD's suggestion that Option V, which no one
< supported in the final discussions, be deleted. I took this stand
to head off other requests for tampering with other option statements.
Fred Ikle has since called Admiral Nance about the matter. If you
want to delete Option V, let me know. However, unless there is good
reason to do so, suggest we use the original options statements.

sECRET
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éécretary Haig and Deputy Secretary Carlucci have submitted
final pleas of their cases, which are included in the package
for the President.

Upon receipt of the President's decision, I believe we should
move promptly to issue decision directives:

o) 0il-Gas Controls

o Siberian Pipeline
o Allied Security Controls
RECOMMENDATION

That you sign the memo to the President at Tab I.

Approve Disapprove

Attachments ‘ _ .

Tabh/ I Memo to the President
A Statement of Options
B July 18, 1981, Memo from Haig-Weinberger-Baldrige-Brock
o Haig-Carlucci Recommeéndations
D NSC Staff Prepared Summary
E Options Paper and Statement of Pros and Cons
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THE SECRETARY OF DEFENSE

WASHINGTON, D.C. 20301

8 SEP 1981

MEMORANDUM FOR THE PRESIDENT

SUBJECT: 0il and Gas Equipment and Technology for the USSR

I write to urge you to act to put o0il and gas equipment
and technology for the Soviet Union under national security
controls. Option I in your decision paper, which I support,
is necessary in order to implement faithfully your decision
on the West Siberian pipeline. Without Option I, or as a
fallback Option II, there will be substantial leakage of
equipment and technology from other projects to the West
Siberian pipeline which you oppose. In addition, this
measure is essential if we are to have any hope of persuading
our allies to stop the West Siberian natural gas pipeline to
Europe. It will force the Soviet Union to divert scarce
resources from the military to the civilian sector, thus
slowing the Soviet military build-up. This can only help us
preserve the balance of power both in Europe and the Middle
East.

{ﬁf/ Option IV in your Statement of Options paper is no more
than a continuation of the policy of the Carter Administration.
Despite the impression that it entails controls on energy
production exports, Option IV would leave beyond Government
control virtually all the equipment the Soviets want for oil
exploration and development. Its almost certain consequence
would be to propel the Soviets into a lead position as a
supplier of natural gas to Europe and it will provide many
tens of billions of dollars annually to fuel the continuing
growth of Soviet military power.

Aﬁj, Your support for Option I -- placing oil 'and gas equipment

and technology under national security controls, and rapidly
implementing a vigorous diplomatic effort to bring our consider-
able leverage to bear, would give us a fighting chance of halting
the pipeline or slowing and/or diminishing its adverse consequences.

(8] Recent evidence has come to light that had we held off on
f\ the approval of the license to the Caterpillar company for
9] pipelayers to the USSR, the Japanese would have refrained from
w eXporting similar equipment. Recent CIA information indicates
tz the Soviets are carefully following our oil and gas export
A policy decisions as an indication of our seriousness toward the
West Siberian pipeline.

£
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/(ﬁj//We believe, given the interest of Great Britain in
selling to the United States the Harrier war plane and its
associated Rolls Royce Pegasus engine, that the British
Government can be convinced to join us in an embargo on
0il and gas equipment for the West Siberian pipeline (particu-
larly Rolls Royce compressors which use technology similar to
that found in the war plane engines). To get British
agreement we must, necessarily, show our own resolve by
refraining from our own sales of equipment and manufacturing
know-how to the USSR.

ﬁef With the bad wheat harvest now projected in the USSR, we
ave an opportunity to press them hard to slow their military
build-up. Our actions should be coordinated to achieve this
goal, which is vital to American and allied security.

[}




THE SECRETARY OF DEFENSE

WASHINGTON, D.C. 20301
August 28, 1981

MEMORANDUM FOR T1E PRESIDENT

SUBJECT: 0il ar i1 Gas Equipment and Technology for the USSR

) I write to irge you to act to put o0il and gas equipment
nd technology if>r the Soviet Union under national security
controls. Optica I in your decision paper, which I support,
is necessary in >rder to implement faithfully your decision
on the West Siberian pipeline. Without Option I, or as a
fallback Option II, there will be substantial leakage of
equipment and te chnology from other projects to the West
Siberian pipelir = which you oppose. In addition, this
measure is esser tial if we are to have any hope of persuading
our allies to stop the West Siberian natural gas pipeline to
Europe. It wili: force the Soviet Union to divert scarce
resources from tae military to the civilian sector, thus
slowing the Sov:=t military build-up. This can only help us
preserve the balance of power both in Europe and the Middle
East.

€8 Option IV in your Statement of Options paper is no more
than a continuation of the policy of the Carter administration.
Despite the impiesssion that it entails controls on energy
production expo:its, Option IV would leave beyond Government
control virtually all the equipment the Soviets want for oil
exploration and development. Its almost certain consequence
would be to projel the Soviets into a lead position as a
supplier of natiral gas to Europe and it will provide many
tens of billion: of dollars annually to fuel the continuing
growth of Sovie- military power.

(8Y Your suppo:t for Option I -- placing oil and gas equipment

and technology 1nder national security controls, and rapidly
implementing a - igorous diplomatic effort to bring our consider-

able leverage tc bear, would give us a fighting chance of halting

the pipeline or slowing and/or diminishing its adverse consequences.

(5Y" With the b: d wheat harvest now projected in the USSR we have
an opportunity - o press them hard to slow their military build-up.
Our actions shot 1d be coordinated to achieve this goal, which is
vital to Americ:in and allied security.

ws Mizrerg |
BY OL( ATEM %%E{K/C ART
D ﬂ/ﬁy Secretary of Defense
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NSC STAFF PREPARED SUMMARY

Controls on Exports to the USSR of 0il and Gas
Equipment and Technology

Issue: What licensing policy should the United States adopt

on controlling exports to the USSR of equipment and technology
for the exploration and development of Soviet o0il and natural
gas? Implicit in this decision is whether the U.S. should treat
oil and gas production equipment and technology as strategic
commodities.

The U.S. Policy on Soviet Energy Developments

The State options papers do not directly examine the basic
question, "Is it in the interest of the U.S. and the Western
industrial democracies to assist energy development in the
Soviet Union?" The major arguments are:

Yes

- Developing Soviet energy helps them overcome
potential energy and hard currency shortages
and reduces their motivation to aggression in
the Persian Gulf area.

- Increases the world oil supply and keeps the
Soviets from purchasing on Western oil markets,
reducing pressure on world oil prices.

-~ Maintains a cooperative relationship with the
Soviet Union in an important. economic area to
offset the competitive relationship in military
sectors. '

- Results in substantial export and employment
benefits for U.S. and Allied countries.

It is unlikely that the Soviet Union will ever
become dependent on the world market for oil
imports; if it decides to intervene in the
Persian Gulf, it will do so for reasons other
than to obtain oil; e.g., to deprive the West
of oil.

- Western equipment and technology reduces the costs
of energy development to the Soviet Union and.
frees resources for application in the Military
Sector.
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- Western assistance contributes to an expansion
of Soviet energy exports to the West and to
Eastern Europe and increases their dependency
on the USSR.

- It is inconsistent to seek increases in defense
expenditures while making it easier for the
Soviets to devote resources to their military.

Current U.S. Policy

The Carter Administration imposed special licensing requirements
on exports of oil and gas related items in 1978, and tightened
controls in early 1980 as part of the response to the Soviet
invasion of Afghanistan. The 1980 policy, currently in force,
sets a general presumption to deny exports of technology for

the manufacture of o0il and gas equipment, but retains the
presumption to approve exports of end use equipment not subject
to multilateral COCOM controls,

We need to clarify or modify current policy on o0il and gas egquip-
ment and technology -- a key element in our overall export con-
trol policy -- to inform U.S. business, our European Allies, and
the Soviets of our intentions and to provide a framework for U.S.
actions concerning the Siberian Pipeline.

Soviet Energy

The Soviet Union needs to expand its gas production and increase
0il exploration and drilling to offset anticipated declines in
0il production. Without such development it may be increasingly
difficult to meet domestic and East European energy requirements,
let alone to generate hard currency earnings by exports of oil
and gas. The Soviets plan to use Western equipment in developing
their resources, since it is substantially more efficient than
Soviet equipment. ‘

U.S. Technological Leverage

U.S. based firms are the sole source suppliers of certain advanced
types of equipment and technology and generally dominate the world
market in these areas. However, opinions differ widely on the
quality and availability of substitutes for these items and on the
effectiveness of unilateral U.S. restrictions. It is generally
agreed, however, that Allied restrictions would have much more
significant long-term effects on Soviet production than unilateral
U.S. efforts.

-
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Western European Perspective

Western European leaders generally favor unrestricted exports

of o0il and gas equipment and technology to the USSR and do not
currently control exports in this area. Some see the Soviets

as a more secure source than the Middle East and as a means to
reduce their dependence on OPEC oil. They recognize that energy
purchases from the Soviets will be spent in their own economies.
A number of West European leaders also see development of domes-
tic Soviet energy resources as mitigating Soviet adventurism in
the Persian Gulf. They are thus likely to resist a restrictive
approach to East-West energy trade.

Soviet Hard Currency Earnings

0il exports currently provide about 50 percent of Soviet hard
currency earnings. If Soviet oil production declines as CIA
predictions indicate, the Soviets will be forced to discontinue
oil exports by the end of this decade. Loss of this major source
of hard currency could constrain Soviet ability to maintain
current levels of imports from the West unless natural gas exports
can be increased significantly.
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POLICY OPTIONS PAPER

Controls on Export to the USSR of 0il
and Gas Equipment and Technology

Issue: What policy should the United States adopt on control-
1ing oil and gas equipment and technology exports to the Soviet
Union? Should the United States treat Soviet oil and gas
development and exports to Western Europe as a national security
concern?

Approach: The Administration's decision on this issue should
take into account:

- the extent to which we wish to impede Soviet
energy development exports;

- the political costs vis-a-vis our Allies we
are willing to pay in pursuit of this policy;
and,

- the extent to which we wish to control export
of technology.

In order to make those options that restrict energy exchange
with the Soviet Union both effective and equitable, the U.S.
should present a substantial incentives package, which will
contribute to Allied energy security. Such a package should
aim at increasing Alliance access to additional sources of
energy and at furthering sustained Alliance cooperation on
energy security concerns.

Attachment

Statement of Pros and Cons
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Statement of Pros and Cons NLS MyZTA ¥/ 7
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The U.S. will actively impede Soviet oil and gas production
and export projects. The U.S. will impose national security
controls on, and deny export licenses for, all oil and gas
equipment and technology. We will use our available leverage
to pressure our Allies and friends to adopt similarly restric-
tive measures.

Option I

Pro:

(a) Hinders development of a strategically significant
industry which is a key component of the Soviet's military-
industrial base. Insofar as oil and gas production is an
instrument of Soviet domestic and foreign policy, we should
actively impede the Soviets' economic strength, political
influence and military potential.

(b) Diminishes Soviet ability to earn hard currency
through energy exports to the West. Frustrates the Soviets'
professed aim to acquire Western technology. Promotes
increased competition between the military and civilian
sectors.

(c) Discourages European dependence on Soviet natural
gas, thereby avoiding a potential weakening of NATO Alliance
cohesion.

con:

(a) Experts disagree on whether, without Allied coopera-
tion, an embargo would have a significant effect on Soviet
energy production, and on Soviet ability to pursue major export
projects including the Siberian Pipeline.

(b) Would strain U.S. and Allied relations. Europeans
would view U.S. action as insensitive to their economic and
energy needs. This would contribute to a long-term Soviet
objective of driving a wedge between the U.S. and our NATO
Allies and Japan.

(c) Hindering Soviet energy development could prompt
further Soviet adventurism or efforts to increase their
influence in the Middle East.

Option II

The U.S. will attempt to impede Soviet oil and gas production
and export projects. Recognizing that our Allies and friends
may not follow suit without unacceptably high political costs,
we will use less leverage than in Option I. We would consider,
after consultations with our Allies, adopting a multilateral
approach less restrictive than implied in Option I. Until this

is worked out, the U.S. will deny export licenses for technology
and equipment.

oo ~SECRET
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Pro:

Retains the basic benefits >f Option I, but is more
flexible and thereby avoids str. ining relations with
Allies.

Con:

—_—

Contains same drawbacks as Jption I, but additionally
may indicate less U.S. resolve ' > limit Soviet energy
developments.

Option III

The U.S. is most concerned abou major Soviet projects
which contribute to Soviet prod :tion capability and our
Allies' vulnerability to Soviet =2nergy leverage (e.g.,

West Siberian Pipeline). The U 5. will make a major effort
with other countries to restric exports of equipment and
technology for such projects. © 1til this is worked out the
U.S. will deny all technology a: 1 end-use equipment exports
for major projects while approv g end use equipment exports
not for major projects.

Pro:

(a) Would focus U.S. leve ige on major projects,

(b) More likely to be acc: >ted by Allies because it
is more closely related to West -n security concerns.

(c) oOffers commercial ben: fits to U.S. and Allied
exporters in areas not of major security concerns.

Con:

(a) Difficult to identify 3liscrete major projects or
to prevent diversion of mobile  il/gas equipment. Oppor-
tunities for leverage may there >re be limited to those
items which are essentially sta ionary, such as pipe,
wellhead assemblies, down hole . juipment, and compressors.

(b) Effectiveness would b 1limited unless Allies
agree to restrict comparable sa 2=s of technology and equip-
ment to the Soviets. To the ex =2nt Allies fail to cooperate,
compromises Western security.

(c) Denies possibility to J.S. éompanies of partici-

pating in major Soviet oil and 1is related trade oppor-
tunities.

~SECRET
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Option IV

Rather than attempting to impede o0il and gas production and
exports, our goal will be to deny exports of technology
that allow the Soviets to replicate advanced Western equip-
ment; this technology would give them an independent
capability to improve o0il and gas output and infrastructure.
The U.S. will approve exports of end use equipment.

Pro:

(a) Hinders Soviet energy independence by impeding their
efforts to develop technological capabilities. Denying cer-
tain critical equipment and expertise in conjunction with our
Allies could also retard Soviet oil/gas production, distribution
and exports.

(b) Reduces possibility of confrontation with Allies.
Would permit continued European purchases of Soviet energy
which acts as a hedge against dependence on Middle Eastern
0oil and gas from less reliable suppliers.

(c) Encourages some Soviet dependence on imports of U.S.
equipment and contributes positively to the U.S. balance of
payments. :

Con:

(a) Increases European reliance on Soviet energy, which,
regardless of any safety net, could to some extent make our
Allies more vulnerable to Soviet pressure.

(b) To some extent, supports inefficient Soviet civilian
sector by giving USSR access to equipment it chooses not to
develop, thereby perhaps facilitating resource allocation to
the military.

(c) Prevents U.S. companies from competing for some Soviet
0il and gas related trade opportunities, and creates incentives
for the Soviets to seek U.S. imports.
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International Trade Administration
Washington, D.C. 20230
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August 28, 1981

MEMORANDUM FOR Allen J. Lenz, Staff Director
National Security Council

FROM: Lawrence J. Bradyiljfz
Assistant Secretary for
Trade Administration

SUBJECT: 0il and Gas Export Control Policy

I was asked to pass along the Department's position
on the o0il and gas policy options paper going to the
President. The Department favors retaining foreign
policy controls on o0il and gas equipment and
technology and for that reason recommends Option 4.
Secretary Baldrige reviewed the options and strongly
supports this option. The memorandum to the
President should reflect the Secretary's position.

It might also be helpful for the memorandum to the
President to reflect, for each option, whether the
particular option meant controls would remain foreign
policy or become national security. The memorandum
should also note that the Japanese and British
already turned us down when asked to refrain from
exporting pipelaying equipment and compressors for
the pipeline.

“Thes e n o $:30pm, et
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DEPARTMENT OF THE TREASURY
39, WASHINGTON, D.C. 20220
ASSISTANT SECRETARY August 27, 1981

MEMORANDUM FOR MR. ALLEN J. LENZ
STAFF DIRECTOR
NATIONAL SECURITY COUNCIL

Subject: Treasury Views on Draft of Options Paper
on 0il/Gas Controls

The several options are accurately presented and the
Treasury position supporting Option IV is correctly shown
in the papers you transmitted on August 26.

The only comments we have are editorial suggestions in
the draft memorandum to the President. On page 2 the last
sentence in the first paragraph beginning with: "On the other
hand..."” should be deleted. It is a pro/con statement which
already appears in Tab D, as it properly should. In contrast,
all of the other sentences in that paragraph are factual
statements. A second suggestion for clarity's sake is to
insert the word "security" before the word "controls" in
the first sentence of the draft memorandum.

ey
'

A -
Thomas Leddy -
Acting Assistant Secretary

cc: M. Rashish - State

pERivarT oLass 2y NSC
D=CL [J biCiaws X, ReEViciw ON_8/26/88

_ DERIVED FROV Memo w/Secret
NLRRﬁQﬂﬁiié515iif¢ Attachment frm A.J.Lenz

BY (Al -—ﬂ/‘z/o.'”
~SECRET—
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DEPARTMENT OF STATE

Washington, D.C. 20520

August 27, 1981

MEMORANDUM TO MR. RICHARD V. ALLEN
THE WHITE HOUSE

SUBJECT: Draft of Options Paper on 0Oil/Gas Controls

The State Department has reviewed the subject NSC Options
Paper and concurs fully with the attachments to it, Tabs A
through D.

With regard to the covering draft memorandum to the Presi-
dent, the Department offers the suggestions shown on the at-
tached mark-up of the text.

The Department appreciates the promptness and efficiency
with which the NSC prepared the subject papers for circulation.

i

L. Paul Bremer, III
Executive Secretary

—t
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-~ v MEMORANDUM FOR*THE PRESIDENT - .

) SUBJECT: DeCLSLOn on Controls on Exports of 0Oil}and
' 'Gas Equipment and Technoloqy tio the USSR

l

s . i

o rvachod
At the July ¢ and 9 NSC meetings your advisoxs i

I

recommended that the U.S. should request the

nation Coordinating Committee (COCOM) to de to sighificantly

tighten controls on exports to the USSR. However, thpre was

some disagre nt on the degree-of increase o be sought.

You instructéd’ Secretarie Haig, Weinbergera Baldrige to

work out a compromise”position. This has beg¢n done ahd

reflected in uly 18 memo to yéu (Tab B). |Work on [imple-

> decisions has begun.

no consensus

onﬁxpﬂfaMudsan
. Apil and gas equi

+e USS.A,

Ihdeed the discussions revealed
differences among your advisors and position

changed in the interim.

Pending a pollicy determination, decisions onjoil and gas

export licenses have not been made and a: substantial ckldg

of applicatipns has accrued. Both this situation and the

fact that Oﬁr policy will affect the implementation df U.S.

fooaiisnss

Your decision on th@s matte£<will£ithe;e£0£e

allies and Hy the Soviets as an important in icator df your

overall policy,

DTy ""‘;r]cg

. Nis H/C’@ ,a.,.,‘ Ft: T .
-BY C/{S N-RA, DA | ,[0130 /5-‘ P o 7 DRAFT '
|

-
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: — almosT
A decision td control oil and gas equipment apd techndlogy fed|mme
o} Witk o mow” wadte cowlaod e The 15- malidn alliod CdrbdMAAﬁws ng»vmtc_q (cocoM)—
- . e ecom > A

will kequire

restrictions |[that, at least initially, will be unilatdral. lwi.wl u.s.

coninots on ods ¥ e ewwmﬁwolo wwpoasd ol Aa4omS | alar
Purtherﬁl‘:lli cooperation in invok:?x?g simil %ncmrolp n:z ‘dd

be . ied
25patatly i Tha CocoM hamsumk whine umani ;y-m.nd : :
difficup;t to |obtain, ) Additionally, yomul ote tlLat the - Mﬁjs

export losses that may result from increased restrictuons on

oil and gas equipment may be larger — though perhaps|less
immediately visible —— than those that would Lave ensyed from
pipelayer license denials. On the other hand, it can|be argued
that enhanced controls on oil and gas equipment and technology
are essential to give credibility to our effdrts on the Siberian

Pipeline.

While this is a controversial matter, it seems unlikely that

further NSC discussion would narrow the divisgion of opinion
i

that still exists among the agencies. A recent Seniof Inter-

departmental |Group concurred in this judgment and recommended

. 1

that a decision'memo be forwarded to you. Adcordingljy, I

recommend you make your decision on oil and das equi nt owzl 'td_c_lwaafog
controls based on the information available and withofit further

interagency deliberation.

L An NSC Staff|prepared summary of the issue i4 at Tab ¢

oTagncn

The original @a&e—preper@policy options pdper and Btatement
!

of pros and bo’ns used in the July NSC--discussions-is at Tab.D.

ﬂm/\.acmwwm o} Sendlomis Howy | w:wwﬁu_%,\, 4 Baldriad | MTM |
WW Brock om colnols Thal The W.S. Aheidd. aeck] w cocoM

A MMJJ'LS V) QH.GLL.IJ Aj ’ab-:B' ~N\g Aq

y -
_______‘_,",!‘-. .




RECOMMENDATICON

i

That you indicéte your decision on the statempnt of tle options :
at Tab A. :

Approve | Disapprove
i
Attachments |
Tab A Statement of Options
Tab B July 18, 1981, Memo to you from Haify-Weinbedger-
Baldrige-Brock
Tab C NSC Staff Prepared Summary

Tab D Options Paper and Statement of'Prés and Cons

Mo chamq o Thi pag
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'MIMSRANDUM FOR THE PRESIDENT /SEGHE‘ | B

SUBJECT: Decision on Controls on Exports of 0il and Gas Equipment and
Technology to the USSR . 3

At the July 6 and July 9 NSC meetings your advisors dnanimousl recommended
_that the United States should request the 15 Allied mation Coordinating [
t'ommittee (COCOM) to agree to significantly tighten controls on_exports to

. the USSR. |

' ] .
‘llowever, there was some disagreement on the degree of tightening to be sought.
.You instructed Secretaries Halg, Weinberger an& Baldridge to work out a
vompromise position. That was done and is reflected |in a July 18 Memorandum
to you (TAB B). Work on implementing these decisions has begun.

. |
No consensus was reached, however, on how the United 'States should deal with
the gquestion of the export of oil and gas equipment to the Soviet Union (aside
from the West Siberian pipeline). 1Ihere are sharp differences among your
ndvisors and a number of "options' are suggested. THese "options" are
summarized by the NSC at TAB A. We have indicated which department support
the various options.

B ARba M e ctad)

A1l agencies support some control over the export of oil and gas equipment
itnd technology to the Soviet Union. The degree of support varies between .
those who support comprehensive national security controls to those who |
support controls only for major Soviet projects and to those who wish to
control only the export of sophisticated technology. | lt shouic be noted

that we currently control sophisticated technology under an interim measure
adopted by the Carter Administration.- One option 1s |to continue this policy.
Fmbedded 1n this debate 1s whether our allies and friends will join us in
supporting such an embargo that will cover more than sophisticated technology.
There 1s no doubt it will be difficult to get their agreement.

ieaa 0 2

At the heart of the issue is whether we wish to impeJe Soviet oil and gas !
Jevelopment. ventures beyond our opposition to the West Siberian pipeline :
¥fbicct. A successful embargo over both equipment and technology would

orce the Soviets to use their own strapped resources to develop their oil

and gns reserves. TIN1ls might force the Soviets to divert resources they are N
now using to sustain their milita buildup. The price we will have to pay 3
for this will be some loss of exports to tge East. However, with the :
cxception of electronic equipment, the oil and gas equipment industry is K

cxtremely active now because of a strong surge in oill and gas exploration
and development in the Free World.

PRI

The credibility of our opposition to the West Siberiamn pipeline will heavily
depend on European perceptions of the depth of our security concerns. We ~ﬁ
must demonstrate that we are willing to forgo exports of oil and gas equip- ‘1
ment that contributes to Soviet energy development so the Allies will not *
‘suspect we are seeking commercial advantage as they did in the case of the :
Caterpillar pipelayers.

RECOMMENDATION %
i

That you indicate your decision on the statement of Options at TAB R,

e Gl il una il il Ao C D ekl
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July 18, 1981
BY (A2 waen, DATEM Y

MEMORANDUM FOR: THE PRESIDENT

FROM : Alexander M. Haig, Jrfﬁézz/f'

Secretary of State
Caspar W. Weinbergerigap

Secretary of Defens
Malcolm Baldrige

~Secretary of Commerc
William E. Brock weB

U.S. Trade Representative

SUBJECT : Security Controls on Exports to the USSR

At last week's NSC meeting on this subject, you asked
us to develop a proposal for controlling exports to the
USSR that went beyond restricting technology and equipment
critical to production in defense priority industries
(Option II), but did not go so far as to restrict all
items for use in these industries (Option III).

We recommend that our approach be to strengthen COCOM
restrictions on exports to the USSR by controlling (1)
equipment and technology critical to production in defense
priority industries as defined in Option II*, and (2)
technology for production in these industries without
regard to whether the Soviets already have such technology
data (i.e., without the "criticality" condition).

In our own licensing policy, we will pursue such an
approach while attempting to obtain Allied support. We
would reexamine our position in the fall, after we have
obtained Allied reactions. We would avoid any publicity
in our approach.

A similar emphasis on production technology was
recommended by the Defense Science Board in a 1976 report
and by the Congress in 1979 amendments to the Export
Administration Act. In June 1981 COCOM negotiations of
U.S. metallurgy proposals, our Allies indicated only an
interest in further discussions of this approach. It is
clear that the Allies will resist controls on technology
for industries where the military connection is not
readily apparent or may not be strong. Thus a major
effort may be necessary to bring them around to our position.

*Defense priority industries include computers, communica-
tions, high-technology micro-electronics, aerospace, machine
building, ship building, metallurgy, chemicals, heavy vehicles,

SECRET GDS 7/17/87




SEGRET

While we are seeking to impose restraints in the above
mentioned areas, we would also propose to loosen controls
on equipment and technology which is not critical to defense
related industries and on technology not needed for production

in those industries. This would serve your objectives of
predictability and consistency.

If you approve our recommendation, we would have a sound
basis for developing and negotiating in COCOM the multilaterally

agreed and technically precise definitions which are necessary
for effective controls.

SEGRET
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MEMORANDUM FOR THE PRESIDENT

SUBJECT: Decision on Controls on Exports of 0il and
Gas Equipment and Technology to the USSR

oS~

At the July 6 and 9 NSC meetings your advisors unanimously

Sgﬁg recommended that the U.S. should request the 15 Allied
Qf* i) nation Coordinating Committee (COCOM) to agree to significantly
g?;a E% tighten controls on exports to the USSR. However, there was
\J‘: g‘ some disagreement on the degree of increase to be sought.
éﬁli You instructed Secretaries Haig, Weinberger and Baldrige to
g # work out a compromise position. This has been done and
o reflected in a July 18 memo to you (Tab B). Work on imple-
[42]

menting these decisions has begun.

You will recall, however, that no consensus was reached

during the July meetings on oil and gas equipment and technology
controls. 1Indeed, the discussions revealed generally sharp
differences among your advisors and positions have not

changed in the interim.

Pending a policy determination, decisions on oil and gas

export licenses have not been made and a substantial backlog

of applications has accrued. Both this situation and the
fact that our policy will affect the implementation of U.S.
efforts on the Siberian Pipeline call for an early decision
on oil and gas equipment and technology export controls.
Your decision on this matter will, therefore, be seen by our
allies and by the Soviets as an important indicator of your

overall policy.

DRAFT




A decision to control oil and gas equipment and technology not
currently under COCOM security controls will require export
restrictions that, at least initially, will be unilateral.
Further Allied cooperation in invoking similar controls may be
difficult to obtain. Additionally, you should note that the
export losses that may result from increased restrictions on
0il and gas equipment may be larger -- though perhaps less
immediately visible -- than those that would have ensued from
pipelayer license denials. On the other hand, it can be argued
that enhanced controls on o0il and gas equipment and technology
are essential to give credibility to our efforts on the Siberian

Pipeline.

While this is a controversial matter, it seems unlikely that
further NSC discussion would narrow the division of opinion
that still exists among the agencies. A recent Senior Inter-
departmental Group concurred in this judgment and recommended
that a decision memo be forwarded to you. Accordingly, I
recommend you make your decision on oil and gas equipment
controls based on the information available and without further
interagency deliberation.

An NSC Staff prepared summary of the issue is at Tab C.

The original State prepared policy options paper and statement

of pros and cons used in the July NSC discussions is at Tab D.

DRAFT
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RECOMMENDATION

That you indicate your decision on the statement of the options
at Tab A,

Approve Disapprove
Attachments
Tab A Statement of Options
Tab B July 18, 1981, Memo to you from Haig-Weinberger-
Baldrige-Brock
Tab C NSC Staff Prepared Summary

Tab D Options Paper and Statement of Pros and Cons
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STATEMENT OF OPTIONS

Controls on Export to the USSR of 0il
and Gas Equipment and Technology

Option I

The U.S. will actively impede Soviet oil and gas production
and export projects. The U.S. will impose national security
controls on, and deny exports licenses for, all oil and gas
equipment and technology. We will use our available leverage
to pressure our Allies and friends to adopt similarly restric-
tive measures.

Supported by: DOD (I or II); CIA (I or II); JCS

Approve Disapprove

Option II

The U.S. will attempt to impede Soviet oil and gas production
and export projects. Recognizing that our Allies and friends
may not follow suit without unacceptably high political costs,
we will use less leverage than in Option I. We would consider,
after consultations with our Allies, adopting a multilateral
approach less restrictive than implied in Option I. Until

this is worked out, the U.S. will deny export licenses for
technology and equipment.

Supported by: DOD (I or II); CIA (I or II)

Approve Disapprove

Option III

The U.S. is most concerned about major Soviet projects which
contribute to Soviet production capability and our Allies'
vulnerability to Soviet energy leverage (e.g., West Siberian
Pipeline). The U.S. will make a major effort with other
countries to restrict exports of equipment and technology for
such projects. Until this is worked out, the U.S. will deny
all technology and end-use equipment exports for major pro-
jects while approving end-use equipment exports not for major
projects.

Supported by: Energy (III or IV)

Approve Disapprove

e
!




Option IV

Rather than att
exports, our go
allow the Sovie
this technology
improve oil and
approve exports

Supported

Approve

Option V

The U.S. will 1
export of oil a
strategic contr
which may incid
oil and gas prc

Supported

Approve

npting to impede oil and gas production and
1 will be to deny exports of technology that
s to replicate advanced Western equipment;

would give
gas output
of end-use

y: State;
USUN

ft special

them an independent capability to
and infrastructure. The U.S. will
equipment.

Treasury; Energy (III or IV); USTR;

Disapprove

foreign policy controls on the

d gas technology and equipment. (Existing
1s under COCOM will remain in place, some of
ntally cover equipment and technology for

uction and

Y: No One

exploration.)

Disapprove
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- ~ | NSC STATF PRIPARED SUMMARY

CONTROLS ON IXPORTS TO TET USSR OF OIL AND GAS
ZQUIPMENT LND TECENOLOGY

Issue: What licensing policy should the United States adopt.on
centrolling exports <o the USSR of equipment and technology for
the exploration and development of Soviet 0il ané matural gas?
Impllc-o in +<his decision is whether the U.S. should treat oil
and gas o:oduct;or ecuipment andé technology as s**ateglc commodl-
ties. :

The U.S. Policv on Sovie: Enercv Déveloomeht

The State options paoe.s oo not o;.ec.lv examine the basig
question, "Is it in the interest of the U.S. and the WesoéEn
industrial democracies to assist enelcgy oeve_oomen* in the
Soviet Union?% The major arguments are::

Yes

w= Developing Soviet enercy helps them overcome powential
energy and hard curr Trency shortages and reduces =heir
motivation +o aggression in the Persian Gulsf 0il.arez.

—— Increases the worlé oil supply and keeps the Soviets
from purchasing on Western o_l markets, reducing pressize
on world oil o*;ces. :

-~ Maintains a2 cooperative relatiomship with the Soviet .
Union in an important economic areza to oZfset the com-
petitive relzticnship in military sectors.

— Results in subsoa“tlal export: and _mo1oym_n* benefits
for U.S. and "lxeo oount.;es.

-— It is unlikely that the Soviet Union will ever become
deoenden- on the worlé marke= fcr oil imports: if i<
cides +0 intervene in the Persian Gulf, it will do
so for reasons other than to obtain 0il; e.g., =0
” deprive the West of oil.

— Western eguipment and technolocy reduces the costs of
energy develcpment to the Sovie:t Union and Zfrees
resources for application in the Military Sector.
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_Eframework for U.S. actions concerning the Siberian Pip

- Western assistance contributes to an exsansion of
Soviet esnercyv expoOrts to the West and tc Eastern
Zurope and increases their cependency on the USSR.

- I£ is inccnsistent to seek increases in delfense
expenditures while making it ezsier for the Soviets
to devote resources to their militacy.

Current U.S. Policv

The Carter Aédministration imposed special licensing reguirements
on exports of oil and gas related items in 1578, and tightened
controls in early 1880 as part of the response to the Soviet
invasion o Afghanistan. The 1980 policy, currently in Zorce,
sets a generzl presumption to deny exports of technology £cr the

manufacture 0f oil and gas ecuipment, but retains the presumption

to0 approve exports of end use eguipment not subject to multi-
lateral COCOM controls.

We need to clarify or modify current policy on 0il ané cas
equipment and technologcy —— 2 key element in our overall
export control peclicy -- to inform U.S. bhusiness, our Zuropean
Allies, and the Soviets of our intentions and to provide . a

eline.

e

Soviegt Enercv

The Soviet Union needs to expanéd its ¢gas production and ifcrease
0il explora+tion ané drilling to offset anticisateé declines

. in oil procductions. Without such develcopment it may be increas-
ingly diZfZicult to meet dcmestic ané Zast Curopean ener
recguirements, let alone to gsnerzte hard currency earnings by
exports of oil and gas. The Soviets plan <o nse Westerm scuip-
ment in developing their resources, since it is substantially
more eZficient than Soviet eguipment. : :

U.S. Technolocical Leverags

U.S. based firms are the sole souzce suppliers of certain

advanced +types of ecuisment and technolocy and generally domin-
ate the world market in these areas. Ecwever, cpinions difier
widely on the guality and availability of substitutes fer these
items and on the effectiveness of unilazzerxal U.S. restrictions.
It is generally acgreed, however, that Allied res:tirictions would

hawv

much more significant long-temm effects on Soviet sroduction than

unilaterzl U.S. effores.

Western Zurcoean Persvec=ive

Western Zuropean leaders generally faver unrestricted expor:ts
0 oil and gas eqguipment ané technology o the USSR and do not




¥

exports in this area. Some sse the Soviets as

e thzn +the Middle Zast 2a2néd a2s & means o

ence on OPEC cil. They recognize that eue*cv

e Soviets will be spent in their own economies,
=izl political benefits Zrom trade with +the USSR.

A number oI West Turopean leaders also see devalopmant ¢f cdomestic
Soviet enarcy resources as miticating Soviet adventurism in the
Persian Guli. "They are thus 1.xely O resist a restc 1~t;ve
approach o East-West energy trace.

reduce th
puxchases
anéd ses s>

Soviet Hazrdéd Currencv Earnings

0il expcrts cu::ewtly provide about 50 percent of Soviet hard
currency earnings. If Soviet oil producticn declines as CIA
predictions indicate, the Soviets will be £forced to &iscontinue
oil exports -y the end of this decade. Loss c¢f this major

source of hardé currency could constrain Soviet a2bility to mainbai‘
current levels cf impcris Zorm +the West Lnless natural gas expor
can be increased signi-lcantly.
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POLICY CPTIONS RAPER

— Controls on Export to the USSR of 0Oil
and Ges Zguipment and Technology

ISSU= What peolicy should the United States adopt on
controll;nq oil ané sas eguipment and technology exports
to the Soviet Union? Should the United States treat Soviet
ot oil and gas development and exports to kestefn nurcpe as a
nat*01al security coacern?.

APPROACHE: The Admlnlst ation's dec;s;on on thls issue
should take into account: :

-— the extent to wh;*h we wish to 1moede Sovxet energy
development and exports;

— the political cests vis-a-vis our allies we are willing
£o pay in pursuit of this policy; and,

-— the extent to which we wish to control export of tﬂchnologv.

In order to mak= those oatlons that restrict energy
exchange with the Soviet Union both effective. and equitable,
the U.S. ‘should present a substantial incentives backage
which will contribute to Allied energy security. Such a
package should aim at increasing alliance access to additional
sources of energy anid at ‘urtberlng sustained Alliance
cooperation on energy security concerns.
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Onticn»l;

The U.S5. will actively impede Soviet il and gas
production and exporct :*ogec s. The U.S. will impose
naticnal s2curity contTols on, =nd deny exports licenses
for, all eil anéd gas eguipment and technoclogy. We will use
our available.leverace to pressure our allies and f*lencs to
adopt similazly rest 1c*1ve neasures.

EE?-: - ) | ) . ; .'.v'
{a) Binders develoamen of a Strategzca’ly significant

industry which is a key component of the Soviet's military-

industrial base. Inscfar as oil and gas preductiocn is an

instrument of Sovief Zdomestic and foreign pelicy, we should

actively impede the Soviets' economic strength, political

influence and military potential. .o

(b) Diminishes Soviet ability to ezrn hard currency
through energy exports to the West. Frustrates the Soviets'
professed aim to acguire Western technology. Promotes
increased competition between the militazy and civilian
sectors.: ' L T ' )

(c) Discou'ages Zur one31 dependence on Sov‘et nahu:al
gas, thereby avoiding a pc-ant;alrweaxnnhﬂﬁ e NATO Alliance
cohes on.. : : : : '

9

Cem:

(2 Experts disagree on whether, without Rllied cooperation,
an embargo would have 2 significant effect on Soviet energy
producticn, and on Soviet ability to pursue major expo‘b
projects including the Sibe ian n;belxne.

(b) .Would strain US and Allied relations. Europeans
would view US action-as insensitive to their economic and
energy needs. This would contribute to long-term Soviet
objec*zve of &riving 2 wedge betveen the US and our NATO
-Allies and Japan. . '

(¢) Eindering Soviet energy development could.prcmpt

further Scviet acdvenszurism or effcrts :to increase their
ing luenc= in the aldale East. . o

“ion II:

. The TS will attempt to impede Soviet oil and gas
production and export projects. . Recognizing that our Allies
anéd friends may not fcllow suit without unacceotebly high
political costs, we will use less leverage than in Option
I. We would consxder, after consultations with our Allies,

B N e o



tilateral approach less restrictive than
ion I. Until this is worked out, the US will
icenses for technology and ecuipwment.

adopting 2 mu
implieé in Orw
deny export 1

i
t
1

Pro:
Retains the basic benefits of Option I, but is more
£lexible and thereby avoids straining relations with Allies.

Con:

amasEmen

Contains same drawbacks as Option I, but additionally
may indicate less U5 resolve to limit Soviet energy developments.

Option I1I:

The US is most concerned about major Soviet projects
which contribute %to Soviet production capability and our
Allies' vulnerability to Soviet énergy leverage (e.g., West
Siberian Fipeline). The US will make a major effort with
other countries to zestrict exports of eguipment and technology
for such projects. Until this is worked out the US will
deny 2ll technology and end-use eguipment exports for major
nro;ec‘s while approving end-use ecuzoment exaorgs not for
ma:cr projects.

(a) WwWould focus US leverage on major projects.

(b) More 1likely to be accepted bv Allies because it is
more closely related to Western security concerns..

(c) ffers commercial benefits to TS and Allied
exporters in areas not of mezjor security ccncerns.

Con:

(2) Difficult to ident ‘y discrete majo; projects or
to prevent diversion of mobile o0il/gas equipmen:i. Opportunities

for leverage may therefcre be limited to those items which o

are essentlallw stationary, such as pipe, wellhead assemblies,
down hole eguipment, ané comuressozs,

{b) Eff-ctlveness uould be l;mlgec unless Allies agree
to restrict comparanle sales of technologv and equipment to
the Soviets. To the extent Allies fail to cooperate,
compromises  Wastern securitv.

(¢) Denies possibility to US companies of participating
in major Soviet o0il and gas related trade opportunities.
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Cotion IV

Pather than attempting to impede oil and gas production
ané experts, our go:zl will be %o deny ex»orts of technelogy
that allow the Soviets to replicate advanced Western
eqguipment; this technology would give them an independent
capability 2o improve cil and gas output and infrastructure.
The US will approve exports of enc-use eguipment.

Pro:

(a) EBinders Soviet energy independence by impeding
their efforts to develop technological capabilities.

Denying certazin critical ecuipment and expertise in cenjunction

with our Allies could also retaréd Soviet oil/cas production,
distributicn, and exports. -

(b) Reduces possibility of confronmtaticn with Allies.
Would permit continued EZuropean purchases of Soviet energy
which acts as a hedge against dependence on Middle Eastern
0il and cas frcom less reliable suppliers.

(c) Zncouraces some Soviet dapendence on imports of TS
equipment and contributes positively to the TS balance of
payments. . '

Con:
(a) Increases European reliance on Soviet energy.,
which, vecardéless of any safety net, could to some extent
2ke cur Allies more vulnerable to Soviet pPressure.
(b) To some exten:, suopcrts inefficient Soviet
civilian sector by giving USSR access to ecuipment it
chocses nct to develep, thereby perhaps facilit t2ting resource

allocztion to the military.

(c) Prevents US companies Z£r
Soviet 0il and gas re=latedé trade op
disincentives for the Soviets to s

cenpeting for some
cr=unisies, and creates
k US impeorts.

o i

Option V:

The TS will lift specizl foreign policv controls on the
export of oll and gas technology and equipment. (Zxisting
strategic controls under COCOM will remain in place, some of
which may incidentally cover ecuipment and technology for
oil and gas production ané excloration). :

- Pro:

(a) Promotes the exgansion of worlé energy supplies
2nd helps recuce pressures on Free Worlé cil prices, thereby
iding Westera economic growth.
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(b)
adventuris
producing

(e)

contribute
Con:

(a)
less conce

(b)

giving 0SS .

to develcp
military.

(c¢) Contr
Eastern tu
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.Op
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rovides fewer incentives for the USSR to adopt an
ic delicy towards the Persian Gulf and other oil
zgions.

romotes Soviet dependence on US imports and
positively to the US balance of payments.

ignals outr Allies and the Soviets that we are

ned than before about Soviet policies.

upports ineificient Soviet civilian sector by
access to eguipment and technology it chooses not
thereby facilitating resocurce zllocztion to the

butes to continued Soviet energy supplies to

o ¢r




" MEMORANDUM UR GENT

NATIONAL SECURITY COUNCIL

August 26, 1981

MEMORANDUM FOR: THE SITUATION ROOM
FROM: ALLEN J. LENZ
SUBJECT: LDX

Please LDX the attached to the following people as soon
as possible:

Mr. L. Paul Bremer III
Rm 7224

Department of State
(Telephone: 632~2540)

Mr. Jay Rixse (OSD)
Rm 3E880

The Pentagon
(Telephone: 697-8388)

D
Lt Col Edward Bucknell (JC8)
/ > Rm 2E983

The Pentagon
(Telephone: 695-4824)

Mr. David Pickford (Treasury)
Rm 3414

Department of the Treasury
(telephone: 566-2269)

Mr. Peter Borre (Enerqgy)
Rm 7C0l6

Department of Energy
(Telephone: 252-5858)

Mr. Thomas B. Cormack (CIA)
Rm 7E1l2

Hgq CIA

(Telephone: 351-4301)

Amb Harvey Feldman (USUN)
Rm 7511

Department of State
(Telephone: 632-8647)
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