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RESTRICTION CODES 

Presidential Records Act - 144 U.S.C. 2204(11)] 
P-1 N11tion11I security classified inform11ticin [(11)(1) of the PRAJ. 
P-2 Relating to appointment to Federal office ((111(2) of the PRAJ. 
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THE WHITC: HOUSE 

\'.' ,c. 5 ;~ ; :-.i G 7 0 N 

July 28, 1981 

-SECRB'l' 

MEMORANDUM FOR THE HONORABLE MALCOLM BALDRIGE 
The Secretary of Commerce 

SUBJ.ECT: Pipelayers to the Soviet Union (C) 

q q I 'j 

FOlA(b)(°!} 
The . President has reviewed the 

- under license applicatio, as amended, requesting 
authority to export 100 Model 594 pipelayers to the Soviet Union 
and has directed the license be issued. (S) 

Edwin Meese III 
Counsellor to the Presiderit 

CC: T-he Secretary of State 
The Secretary of the Treasury 
The Secretary of Defense 
The Secretary of Energy 
The Director, Office of Management and Budget 
The Director of Central Intelligence 
U.S. Representative to the United Nations 
U.S. Trade Representative 
Chairman, Joint Chiefs of Staff (C) 

"6:!5CRE':I? 
Review on July 27, 1983 

DECLASSIFIED IN PART 
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BY kM'- NARA DATE 5/U>/tq 
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MEMORANDUM 

THE WHITE HO USE 

WASHINGTON 

July 27, 1981 

MEMORANDUM FOR EDWIN MEESE III 

FROM: RICHARD V. ALLENQ~ 

SUBJECT: Pipelayers to the Soviet Union 

Attached is a memorandum for your signature executing 
the President's decision to sell one hundred (100) 
pipelayers to the Soviet Union. 

4479 

DECLASSIFIED I AELt;:: .. SEO 

N LS 11 i:L:crL lr . .__;:;,.3~--

B Y - 4-11/ , NARA, DATE J4/7r:,KQ-

-SEGRE!!!--" 
Review on July 27, 1987 



- CONF1BENTIAL-
MEMORANDUM 4479 add on 

NATIONAL SECURITY COUNCIL 

-eONP IBEW'l' IM. 

INFORMATION July 27, 1981 

MEMORANDUM FOR BUD NANCE 

FROM: 

SUBJECT: 

ALLEN J. LENZ 

Attendees at the NSC Meetings on the 
Caterpillar Corporation's Application ,,_-­
to Export Pipelayers to the Soviet Union ..J,<;J 

Per our conversation, other attendees at the NSC meetings 
concering the pipelayers, in rank order, were: 

€0MPIOENTIAL 

The Secretary of State 
The Secretary of the Treasury 
The Secretary of Defense 
The Secretary of Energy 
Oc~nsellgi£ -Se '-:be il::cesidcnL 
The Director, Office of Management and Budget 
The Director of Central Intelligence 
U.S. Representative to the United Nations 
U.S. Trade Representative 
Chief of Staff te the Pre~ideH~ 
DQputy Cb.]ef of Staff to the P:resiciant 
Qe~tttj' Sceretary of State -
Deputy secretary of Defense 
Chairman, Joint Chiefs of Staff _(..C..f.-> 

DECLASSlFJfD I RELEASED 

Review July 27, 1983 

CONFIDENTIAL 
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THE WHITE HOUSE 

WASHINGTON 

t:.? n~~ 
~ Co..,-~Sft.11~ te ?,..__;, .t...r-

Review on July 28, 1983 

DECLASSIFIED IN PART 

NLRR Mt>l-101 :1tr~5 C/'lZ 

' ' BY k:ML NARA DATE 5/7..0/to 
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FOIA(b) (3)' REQUEST BY FOR LICENSE 
TO EXPORT ONE HUNDRED PIPELAYERS TO THE SOVIET UNION 

.. 

\ 
\ ! 
v 

SBC:RE'i' 
Review on July 28, 1983 

./ 
I 

DECLASSIFIED IN PART 

NLRRMot-10'1 :ft 55'143 

BY l<.ML NARA DATE S/20/10 



-CONF'ffiElN.tI!IAL -WITH 
SECRET ATTACHMENT 

THE WHITE HOUSE 

MEMORANDUM FOR THE SECRETARY OF STATE 
THE SECRETARY OF THE TREASURY 
THE SECRETARY OF DEFENSE 

-.--!l!HB-- SEleRE'f'AR¥ OF eeMMERBB---­
THE SECRETARY OF ENERGY 
COUNSELLOR TO THE PRESIDENT 
THE DIRECTOR, OFFICE OF MANAGEMENT AND 
THE DIRECTOR OF CENTRAL INTELLIGENCE 
U.S. REPRESENTATIVE TO THE UNITED NATIONS 
U.S. TRADE REPRESENTATIVE 
CHIEF OF STAFF TO THE PRESIDENT "? DEPUTY CHIEF OF STAFF TO THE PRESIDENT 

DEPU'!PY S:S~1'· lJFTui>SllENS~~ .. 
CHAIRMAN, JOINT CHIEFS OF STAFF 

4479 

SUBJECT: Application by Caterpillar Corporation to Export 
Pipelayers to the Soviet Union tet-

The President has formally approved the attached National Security 
Decision Directive authorizing the issuance of a license to the 
Caterpillar Corporation to export pipelayers to the Soviet Union. -ter 

FOR THE PRESIDENT: 

Attachment 

-€0NFI:E>i:N'P:.EAB WI'ffr 
SECRET ATTACHMENT 
Review July 27, 1983 

' Richard v. Allen 
\ Assistant to the President 
V for National Security Affairs 

N LS .11..1.~£-'!!.__._7 _~ 

BY ./bti{ , NARA, DATE /~f~/o~ 
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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

July 20, 1981 

INFORMATION 

MEMORANDUM FOR ALLEN J. LENZ 

FROM: RICHARD PIPES 

SUBJECT: COMMENTS: Security Controls on Exports to USSR 
Outgrowth of NSC Meeting July 9 (NSC Log 4336) 

In a society which is as heavily mobilized and militarized as the 
Soviet one, it seems rather futile to attempt drawing a sharp 
distinction between "defense-related" industries and industries 
which are not so related. A distinction of this kind is a carry­
over from our own experience and does not correspond to Communist 
reality. For this reason, an export policy based on such a 
distinction is unlikely to succeed. .+s-}--

In my opinion, the meaningful question is whether we wish to help 
the Soviet Government out of its terrible economic predicament, 
due predominantly to its political system, or induce it to alter 
its economic system by conducting reforms. Seen from this perspective, 
automation, robots and all other labor-saving devices, for instance, 
are inimical to our interests whether they bear directly on Soviet 
military capabilities or not. The economy is the Achilles1 heel of 
the Communist system and we ought not to strengthen it but allow 
internal forces to build up enough steam to force economic reforms 
with their inevitable political consequences. 4 (S) -

There exist sophisticated studies of technology transfer which draw 
more valid distinction than the military, non-military one. Victor 
Basiuk, for example, the author of a study of this subject, proposes 
the following categories of technology: Militarily Relevant 
Technology; Pivotal Technology; Project-critical Technology; and 
Socially Pluralizing Technology. This sytem of categories could 
be usefully taken into account in planning our policies should we 
decide to continue along the lines indicated in the Haig-Weinberger­
Baldrige-Brock memo to the President. ts+ 

..S.EelIBT'" J 

Derivaflve from State 
Review July 17, 1987. 

DECLASSIFIEO I RELEASED 
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f. 

THE WHITE HOUSE 

WASHINGTON 

July 9, 1981 

MEMORANDUM FOR THE HONORABLE CASPAR WEINBERGER 
THE SECRETARY OF DEFENSE 

SUBJECT: NSC Meeting 

After reading your response to our memorandum requesting elaboration 
of your position on the issues before the NSC, and in the interest 
of keeping the meeting on a tight and orderly timetable, I would like 
to begin the meeting by putting the following two questions to which 
your succinct response would be appreciated: 

Q: 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 1east 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 
project must be stopped and with threats to block exports 
by the U.S. and other Allies of critical components? 

Q: As you indicated, compressors that must come from either the 
U.S. or the U.K. are critical to the pipeline. However, these 
compressors of fer potential sales of as much as $300 - 600 million 
to Rolls Royce, a sick British firm in a sick British economy. 
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 block the pipeline permanently? 

DECLASSIFIED i At:i.J::.4SEO ~-4---
ard V. Allen 

NLS _t:JJ.~_'ir:_a_f_+ __ ld_~ 

3v -hly( , NARA, DATE /qL~ 

stant to the President 
for National Security Affairs 
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THE WHITE HOUSE 

WASHINGTON 

July 9, 1981 

MEMORANDUM FOR THE HONORABLE ALEXANDER M. HAIG, JR. 
THE SECRETARY OF STATE 

SUBJECT: NSC Meeting 

After reading your response to our memorandum requesting elaboration 
of your position on the issues before the NSC, and in the interest 
of keeping the meeting on a tight and orderly timetable, I would like 
to begin the meeting by putting the following two questions to which 
your succinct response would be appreciated: 

Q: Your paper proposes a "very tough option III" under which we 
would "press" our Allies to take several specific measures to 
minimize their dependence 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 and just what kind of pressure do we put on 
our Allies to get them to give anything more than lip service 
to the program of minimizing dependence you have outlined? 

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

~-:-JL--
ard V. Allen 
stant to the President 

for National Security Affairs 
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SUBJECT: National Security Council Meeting on June 30 
on East-West Economic Relations 

The attached paper is for the NSC discussion of 
East-West energy issues: (a) Security Controls on 
Exports to the USSR; (b) Controls on the Export of Oil 
and Gas Equipment and Technology- to the USSR; (c) The 
Siberian Pipeline; and (d) the License for Caterpillar 
Company to Export 100 Pipelayers to the Soviet Union. 
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There are four separate papers which address the =-; 

major issues in East-West trade. 

1. Security Controls on Exports to the USSR. This 
paper presents three options for strengthening Allied 
security controls on exp0rts to the USSR. Current U.S. 
law distinguishes long-term security controls (on "goods 
and technology which would make a significant contribution 
to the military potential") from more variable foreign 
policy controls {which are used for punishment, signalling, 
and leverage) . This paper does not address foreign policy 
controls. Oil and gas equipment and technology, which is 
now subject to foreign policy controls but might be 
considered for coverage under security controls, is the 
subject of a separate paper. Security controls on exports 
to Eastern Europe and to China will also be the subject 
of separate papers. 

The three options for Allied (COCOM) security controls 
on exports to the USSR are: 

I) Restrict technology and equipment critical to military 
production and use; 

II) In addition to I, restrict technology and equipment 
critical to production in "defense eriority industries" 
which, through development, would significantly enhance 
Soviet military capability; ("Defense priority 
industries" would include primarily metallurgy, chemicals, 
heavy vehicular transport, and shipbuilding, for which 
there is little present COCOM coverage, and would 
exclude primarily consumer industries) ; and 

III) In addition to II, restrict all items for use in these 
industries. 

Option I would not differ greatly from the status quo. 
COCOM controls on technical data might be strengthened. 
The objective of options II ·and III, especially III, would 
be to slow Soviet economic growth, thereby reducing 
resources available for consumption, investment, and 
defense. The difference between options:· II and III is 
profound. For example, option II would restrict advanced 
technology not already in Soviet hands for specialty steels 
used by the military whereas option III would hold back 
entire steel mills that produce general purpose steel. 

Economic costs to the West would be considerably higher 
for option II than for option I and considerably higher for 
option III than for options I and II. Options II or III would 
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cause some consternation among our Allies. Option III would 
be seen as particularly threatening to Western basic industries, 
especially steel, where unemployment is already high. 

Our Allies will resist additional controls unless they 
are technically precise and we present evidence of military 
significance. S.elling options II or III would require 
personal efforts by the President and key members of t.he 
cabinet. 

U.S. industry supports the control of militarily critical 
technologies but opposes controls which would not apply 
equally to foreign competitors. 

The Export Administration Act encourages exports except 
for necessary restrictions which would clearly further 
fundamental national interests. 

2. Controls on Export to the USSR of Oil and Gas Equipment 
and Technology.- The issue is what policy the United States 
should adopt on controlling 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 and 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. 

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 restrictive measures. 



Option II: The U.S. will attempt to impede Soviet oil and 
gas productiqn 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. 

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

Option IV: Rather than attempting to impede oil and gas 
production and exports, our goal will be to deny exports of 
technology that allows 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. 

Option V: The U.S. will lift special foreign policy controls 
on the export of oil and gas technology and equipment. 
(Existing strategic controls under COCOM will remain in 
place, some of which may incidentally cover equipment and 
technology for oil and gas production and exploration) . 

3. U.S. Position on the Siberian Pipeline. The issue is what 
position the U.S. should adopt towards the proposed pipeline 
designed to supply Siberian natural gas to Western Europe? 

Option I: The U.S. will signal its disapproval of the project 
by denying all exports to the USSR for the pipeline, and press 
our Allies to cancel further project negotiations. 

Option II: The U.S. will communicate to our Allies and friends 
that we oppose the project, will withhold relevant export 
licensing, and encourage them to do the same, until our Allies 
have committed to constructing an adequate safety net of 
emergency supply. 

Option III: The U.S. recognizes its inability to cancel or 
significantly delay the pipeline project. The U.S. will, 
however, work with its Allies and friends to minimize the 
strategic implications of the project. 

Option IV: Adopt a laissez faire approach on the pipeline, 
allowing market considerations to determine European energy 
import and energy security policies. 
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4. License for Caterpillar Company to export 100 pipelayers 
to the Soviet Union. The issue i~ shoUld the United States 
Government grant a license to the Caterpillar Tractor Company 
for the export of 100 pipelayers to the Soviet Union? The 
Caterpillar application states that the 100 pipelayers would 
be used as replacement units on the following projects: 

30 units for use in West Siberia on construction 
of main and feeder lines of the Urenj.orj project to carry 
gas from West Siberia to Moscow; 

25 units for use · in Central Asia on construction of 
a local oil pipeline; 

45 units for use in European USSR on the western 
end of the Urenjorj project from Yaroslavl to Polotsk. 

Under the time limits for licensinq decision set forth 
in the EXPort Administration Act of 1979, the Government has 
until early August to decide this case. However, Caterpillar 
has already missed contract delivery deadlines and feels that 
it must have an early decision in order to prevent Soviet 
cancellation of the contract, and consequent Japanese 
replacement sales t9 the USSR. Komatsu, a Japanese firm, is 
currently the only non-u.s. producer of pipelaying equipment 
and has sold over 500 pipelayers to the USSR in the past 
ten years. 

Option I: Deny the Caterpillar export license application. 

Option II: Deny export license application if Japanese agree 
to stop similar sales by Komatsu. 

Option III: Approve the Caterpillar Export license application. 
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security Controls on Exports to the USSR 
Executive summary 

This paper presents three options for strengthening Allied 
security controls on exports to the USSR. current U.S. law 
distinguishes long-term security controls (on "goods and tech­
nology which would make a significant contribution to the 
military potential"} from more variable foreign policy controls 
(which are used for punismnent, signalling, and leverage}. 
This paper does not address foreign policy controls. Oil and 
gas equipment and technology; which is now subject to foreign 
policy controls but might be considered for coverage under 
security controls, is the subject of a separate paper. 
Security controls on exports to Eastern Europe and to China 
will also be the subjects of separate papers. 

The three options for Allied LCOCOM) security controls 
on exports to the USSR are: 

I) Restrict -technology and equipment critical ·· to military 
production and use; 

II) In addition to I, restrict ~echnology and equipment 
critical to production in "defense priority industries" 

which, through development,would significantly enhance 
Soviet mili,tary c.apabili ty; and 

III) In addition to II, restrict all items for use in these . 
industries. 

''Defense. Priori tv industries" ~muln inc lune nri:m~ril" 
metallurgy, chemicals, nea-vy vehicular 

transport, and shipbuilding, for which there is little present 
CQCOM coverage, and would exclude primarily consumer industries. 

Option I would not differ greatly from the status quo. 
COCOM controls on technical data might _be strengthened. The 
objective of optio~s II and III, especially III, would be to 
slow Soviet economic growtii, thereby reducing resources 
available for consumption, investment, and defense. The 
difference between options II and III is profound. For 
example, option II would restrict advanced technology not 
already in Soviet hands for specialty steels used by the 
military whereas option III would hold back entire steel 
mills that produce general purpose steel. 

Economic costs to the West would be considerably higher 
for option II than for option I and considerably higher for 
option III t.~an for options I and II. Options II or III would 
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cause some consternation among our Allies. Option III would be 
seen as particularly threatening to Western basic industries, 
especially steel, where unemployment is already high. 

Our Aliies will resist additional controls unless they are 
technically precise and we present evidence of military signif­
icance. Selling options II or III would require personal efforts 
by the President and key members of the cabinet. 

U.S. industry supports the control of militarily critical 
technologies but opposes controls which would not apply equally 
to foreign competitors. 

The Export Administration Act encourages exports except 
for necessary restrictions which would clearly further fundamentai 
national interests. 
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Security Controls on Exports to USSR 

Introduction 

Economic relations in general, and trade relations in particular, 
with the· Soviet Onion and the East should be conducted within the 
broad political-security objectives of the Western alliance. The 
Soviet Onion remains the principal threat to Western security and 
will remain in the posture for the foreseeable future. A large 
share of the Soviet Onion's GNP goes to support the military. The 
enhancement of Soviet military strength coincides with aggressive 
Soviet foreign policy -- Afghanistan invasion, visible threats 
to Poland, theater weapon deployment in Europe (SS-20s) and support 
for leftist revolutions and terrorism. The Soviets have also 
recently intensified efforts to gain access to sophisticated 
Western technology. 

In light of Soviet actions and intent, the Onited States must 
review its security control policies for exports of _goods and 
technology to the OSSR and develop a reasonable approach to 
controls that can be presented to the Al~ies. 

. --
·An important purpose of the current policy review is to s-t;r:ucture 
controls on exports to the OSSR .in a manner that is clear and 
predictable to American business and our Allies a.nd which at the same tillle will safe­
guard our national security. Clearly, the present system is umrleld.y and needs ex­
tensive improvement. A s:trearit.lined system will more likely g~n support domestically 
Objectives and Approach from U.S. firms and internationally from Al.lies. 

Onited States objectives vis-a-vis the Soviet Onion in trade and 
export control policies should be reviewed within such broader o.s. 
objectives for East-West economics relations as: 

nurture cooperation among the Western Allies and 
enhance the commonality of Alliance purposes and 
approaches toward the Soviet Onion; 

strengthen Western defenses in order to deal with 
the real"ity of a rapid Soviet buildup in military power; 

counter both direct and indirect projection of Soviet 
power; 

encourage Soviet behavior that contributes positively 
to a pluralistic, free and peaceful world. 

There are contrasting policy approaches ranging from the concept 
that security is enhanced oy slowing the Soviet rate of growth to 
the concept that there are Western security benefits from trade in 
products not contributing directly and significantly to Soviet 
military capabilities. Having said this, however, there remain 
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fundamental and ·important questions about the process of how to 
implement these policies. These range from fewer controls on ex­

.ports to stricter controls. In any event we should seek less am­
biguity .about what constitutes permissible exports than at present. 

During this decade the Soviet Union faces increasing economic prob­
lems: manpower shortages, energy squeeze, declining capital invest­
ment and labor productivity. In framing trade policies the Allies 
should consider the extent to which Western exports might ease 
Soviet resource constraints and facilitate the support of defense 
and other militarily relevant sectors, such as metallurgy and 
chemicals. 

There is some evidence (Kama River) that Western exports of tech­
nical data and products not associated with weapons systems have a 
significant impact on Soviet military strength. Soviet imports of 
machinery and equipment from the West are rising and now contribute 
around· 10% of total Soviet investment in this category. U.S. efforts 
to expand security controls substantially beyond those directly and 
significantly related to Soviet military potential would probably not 
be accepted by our Allies, without the highest levels of our govern-
ment involved~ · 

Once attention has been focused on the national security ·importance 
of a coh.erent export control po·licy vis-a-vis the USSR, the prospect 
for allied cooperation can be improved by carefully justified and 
precise proposals- Then support must be aggressive~y sought for 
these proposals w-±th·senior allied defense and national security 
officials. Foreign exonomic and trade ministries must also be 
~ons·ul ted since economic and connnercial considerations are sometimes 
given equal or more weight among the Allies than security factors. 
Additionally·, any disunity among the Allies can be exploited by the 
Soviets· for political advantage. As we implement one of the policy 
options- bel·ow-, we will cons·ider the extent to which we can shift 
our emphasis· from controls on equipment to controls on critical 
technologi:.es, as advocated by· J. Fred Bucy. End products often · satisfy 
short-term goals, wh±le leaving the consuming country dependent on 
continued . .bnports, whereas the sale of technology confers a new capa­
bility~ In the. f~nal analysis, we may be able to decontrol some end 
products wl'l . .tle strengthening controls on technologies. 

Policy O"Ot±ons 

Tl'.lree ~epa~ate policy options are presented. 

Aside from the policy pursued, a fundamental tenet of any 
. option chosen must be to achieve consistency· and predictability as 
well as· clarity and specificity of U.S. controls, both for American 
business and our Allies, 

The three options presented below: each successive option envisages 
additional controls. Selection of any of the options presupposes 
discussions and negotiations to sell the U.S. position in COCOM and 
to use other appropriate fora, such as NATO, to gain support. 
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I Restrict technology and equipment deemed critical 
to military production and use 

II 

·This option would cover commodities with substantial potential 
for military utilization, critical technology and keystone 
production equipment beyond Soviet capabilities directly 
related to the performance of Soviet weapons systems. The 
list of such militarily critical technologies being prepared 
in Defense may provide a basis for Commerce in cooperation 
with Defense to develop technically precise proposals to 
revise. the COCOM list. This option would strengthen current 
COCOM controls on ·technology ttechnical data section). It · 
.would permit deletion of controls on some end-use products, 
which do not have significant military applications and for 
which production technology is not easily extractable. A 
case in point would be the· export of some semi-conductors 
(e.g., transistors, diodes and microcircuits) the liberal­
ization. of which could be coupled wit.."1 further strengthening 
of controls on critical technology (keystone equipment, 
materials, and process know howl which are necessary for 
their production • . _we would aim to make permanent the 
no-exceptions policy to the :·cocmrr1st ·originally intended: --··- · · 
as a temporary response to the invash!I.!_o~ A;ghan~stan. __ _ 

··--·- -·--------·---j -- . 

In addition to r, restrict technology and egtpment critical : tc 
eo:mcs:on ln defense -orion. ty iridiJStiies whidl; thro devel.oQtent I 

· t,OlJ..d signifi~~Y . enhanc:a SOViet mill tar{ ca:cabili ty 
! 

This contrasts with option :r by also including items and 
know-how not primarily related to production for direct 
military consumption but also production which can be used 
in military sectors. Industries to.be covered would 
include metallurgy, chemicals, heavy vehicular transport, -· 
and shipbuilding, for which th.ere is little present COCOM 
coverage. This op·tion would exclude primarily consumer 
industries. 

III In addition to r and II, restrict all ita~s· for use in 
defense priority industries 

This approach goes beyond advanced technology and targets 
these same ' industries in their entirety. 
The difference is profound. Under option II a steel mill 
could be sold providing there is no transfer of know-how 
of mi.l.itarily useful steel alloys not already in Soviet 
hands; under oction III we \would hold l:>ack on the steel 
mil.ls that produce general purpcse steel. 
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Background 

Security controls are long-term, relative.ly constant measures which, 
under current U.S. law, are applied to "goods and technology which 
would make a significant contribution to the military potential" of 
U.S. adversaries. This law distinguishes security controls from 
foreign policy controls, which are more variable measures imposed to 
further political objectives. 

U.S. security controls closely parallel allied controls, as agreed 
in COCOM, the "Coordinating Committee" of NATO countries and Japan. 
The shareidrecognition of the Soviet military threat and the desire 
to prevent competition in the sale of war-production goods to the 
Conuuunists have kept COCOM intact for over thirty years, although 
it is based on no treaty and has no power to sanction any member 
that violates its rules. 

The COCOM list now covers munitions, atomic energy equipment and 
materials, dual-use (civilian/military) equipment and materials 
primarily in the computer, electronics, and machine tools areas, and 
technical data related to the foregoing. Exceptions to the controls 
may be approved at national discretion for the low performance end 
of the spectrum; out exports of higher performance listed goods and 
technology require unanimous agreement within COCOM. In the past, 
most exception requests were approved; but, following the invasion 
of Afghanistan, the U.S. won de facto allied acceptance of a policy 

. of approving no exceptions for exports to the USSR. 

COCOM did not accept the U."S. post-Afghanistan proposal for informal 
consultation concerning plant and technology exports which would 
advance the growth of sectors of the Soviet industrial base that 
contribute indirectly to military strength. Our Allies criticized 
the proposal's lack of specificity. The United States recently 
submitted a proposal to add to the COCOM list three specific items ­
in the metallurgy sector. 

Securing a strengthened security control policy among our Allies, 
which is implied with the selection of any of the three options, 
will require an understanding at the highest levels as to the 
direction _in which the alliance will move in strategic trade with 
the USSR. · Effective restraint of high technology transfers to the 
USSR by COCOM members will require consultations with economic and 
trade ministers as well as defense leaders and NATO. 

Attachments 

1. Impact on Soviet military potential 
2. Allies' attitude toward controls 
3. Impact on U.S. and Western economy 

....... 

e E'f' l:lL I 
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The Soviet Union has had a high degree of.success in developing its 
military capabilities.. This has been achieved through a combination 
of indigenous efforts and Western technology; much Western pro­
duction equipment and technology having military relevance either 
is not controlled or leaks through illegal trade and clandestine 
channels. The impact of these items on·Soviet military potential 
is difficult to measure, but withholding them would certainly help 
to restrain industrial growth and productivity supporting the 
military sector. · 

Option {I) Restrict technology and eauipment deemed critical 
to military production and use 

A more refined assessment of the military impact could be made 
.when a definitive list of critical technologies becomes available. 
This option would continue approximately the current level of impact 
on Soviet weapons manufacturing industries. 

Option (II) Option I plus restriction of technology and 
equipment deemed critical to production in 
defense Priority industries which,through 
development.would significantly enhance Soviet 
military capability 

This option would sharpen the COCOM controls in advanced technology 
for industrial sectors that. support militarr production, and 
would more clearly define controls on technical data. 

It would also create a technology gap in industrial 
sectors largely unaff.ected :Cy current controls, thus forcing the. 
Soviets to expand and diversify R&D efforts to stay abreast of 
the West, delaying and impeding progress (as well as reducing · 
reliability'}. in at least some military development and production 
programs·. The military imp~ct 9f this option would be cumulative 
and longer-term. Examples of additional COCOM coverage which 
might be negotiated under this option would be advanced technology 
for steel mills and for large floating drydocks (useful for the 
repair of not only merchant marine vessels but also large combat 
vessels such as th.e Soviet Kiev class helicopter carriers or the 
new nuclear-powered cruiser Kirov) . • 

Option (IIIl Options I and II plus control all items for use 
in defense oriority industries (e.g. metallurqy, 
chemicals, heavy vehicular transport, shipbuilding, etc.) 

This option would have significant additional effect (.beyond the 
first two options) in these militarily related industries. 
In the short-run this would contribute to the slowing of Soviet 
economic growth, thereby reducing the total resources available 
for consumption, investment and defense. Under these conditions 
a constant (or increasingl rate of military expenditures could be 
maintained only at the expense of the Soviet consumer. Examples 
of additional coverage would be entire turn-key projects, such as 
all items for the Kama River Truck. Plant and for ferrous and non~ 
ferrous production facilities even if the Soviet Union possessed 
the technologies involved. 
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ALLIES' ATTITUDE TOWARD CONTROLS ON EXPORTS TO THE USSR 

Western Europe and Japan have encouraged trade with the USSR for 
both economic and political reasons since the early 1950's. Western 
European governments have often promoted it as a long-range means to 
better East-West relations. They view the Soviet Union as a natural 
market for their industrial products, . especially capital equipment 
and as an important source of energy and other raw materials. They 
accept controls over specific strategic items, but they typically 
expect to decontrol items which become technologically less 
er i ti cal. Proposals for new export controls must bear the bu:rden of 
proof. Historically COCOM governments have accepted new controls 
when the military importance is clearly demonstrated or when the 
controls will have little effect on European and Japanese f~rms. 

Since the invasion of Afghanistan, several COCOM governments have 
expressed their willingness to consider additional precisely defined 
controls on technology transfers to the Soviet Onion provided the 
U.S. could demonstrate their strategic relevance in an area of 

.Soviet technological deficiency • 

. Option I, which is little more than a reaffirmation of current COCOM 
controls plus making permanent the "no-exceptions" policy on exports 
to the USSR, would probably be accepted by our allies, since 
basically it's the sta~us quo. It would permit some strengthening 
of controls on technology transfers as well as permitting deletion 
of some controls on end-use products which do not have significant 
military applications. The trade effect of Option I is probably 
neutral in the sense that there would be no significant additional 
impact on allied exports (compared to post Afghanistan levels). 

Options II or III would cause some · consternation among our allies 
since they would affect a larger part of Western industrial exports 
to the USSR. Option III would be se~n in Western Europe as .· 
particularly threatening to their basic industries (especially 
steel) and thei~ capital good sectors, where unemployment is already 
high. If the items or projects proposed for control are available 
to the USSR from non-COCOM sources, even at higher cost, Western · 
Europeans will probably resist any new controls. Since industrial 
exports to the USSR are . less important to the U.S., both absolutely 
and relatively, than to the FRG, France, and Italy, it will be 
politically difficult to gain European acceptance to a substantially 
tightened controls policy. · 

Industrial trade with the USSR is less important to Japan than to 
the major industrial countries of Western Europe, but more important 

. to Japan than to the U.S. The Jap,anese were more cooperative than 
most Europeans in observing sanctions imposed after the Soviet 
invasion of Afghanistan. Japan, nevertheless, probably will not 
accept sharper controls for strategic purposes unless the major 
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European Allies clearly support them. Japan believes there is 
. considerable scope for expanding exports to the Soviet market, 
especially"for the economic development of Siberia, and will 
scrutinize closely the actions of its competitors before agreeing to 
'tighter controls: 

N'ew controls are thus much more likely to be accepted if they would 
{l) affect a small proportion of our Allies' current expor.ts, {2) 
clearly demonstrate; through wel:l justified and technically precise 
proposals, a direct or significant indirect effect on Soviet 
military potential, {3) cover items not available from non-COCOM 
sources, and (4) avoid appearing to shift commercial advanta9.es 
among COCOM members. An approach to strategic controls, targeted to 
military applications and those industrial sectors clearly 
supporting military applications, is the most likely to be accepted. 

Coordination with Our Allies 

Given the present economic crisis in ·Western Europe, with the 
highest unemployment since world·. War II, even modest changes in 

· controls w~ll require thorough technical justification and a majot 
effort at high political levels. If we wish to move toward more 

·sweeping controls, we should expect to undertake an intense process 
of education to persuade our Allies at Presidential and Ministerial 
levels of· the overriding need to stren~hen _the controls and the 
relevance of the proposed measures to increased security. Since 
decisions on export control policies are made in Western Europ~ by 
political parties and economic ministries, ra.ther than defense 

·ministries, it will not be sufficient for the U.S. to convince the 
latter (which are, in many cases, more sympathetic to o.s. views on 
security controls). 

The o.s. has little effective economic leverage to speed up the 
education process. o.s. trade concessions to Western European 
countries are balanced by concessions they give us; a -withdrawal of 
U.S. GATT commitments would inevitably lead to retaliation •. The $20 
bill.ion trade surplus we enjoyed with the European Community in 1980 
i_s based in part on concessions which European governments find 
inconvenient (e.g., existing tariff levels on soybeans~ feed 
supplements, petrochemicals, synthetic: fibers~ textiles) • 

. .. . - . 
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Withholding of existing ~echnical or military cooperation could 
reduce alliance capability although withholding certain advanced 
military technologies (Data Exchange Agreements, etc.) may provide 
the U.S. some le~erage. The allies could well react strongly to any 
attempt to coerce their cooperation; the result would then be less 
ciooperation on other issues, includirtg force enhancement. It might 
be more effective to make offers of new technology conditional upon 
expanded controls, if we are confident that the benefits of the new 
controls would be greater than the costs to our security of delaying-­
our allies' military modernization, and if we are confident that 
this would not be portrayed publicly as undercutting our allies. 
U.S. industry would react favorably to this approach since they 
perceive transferring technology without selling military equipment 
as losing market share. 

There are some signs that the climate for more restrictive proposals 
within the alliance may be improving. Mts. Thatcher seems receptive 
to our overall security objectives. The French use their relations 
with the Soviets as an opportunity to demonstrate their independence 
from American policy, but they share with us many strategic concerns 
and may well be moving toward a more compatible course. The Italian 

·attitude is conditioned in part by the strength of the Italian 
Communist Party. The Japanese view access to Soviet raw materials 
·as important to their future development, but they are wary of . the 
risks of overinvolveme-nt. Even the Germans, who have been wedded so 
closely to Ostpolitik~ appear to be a little more on the defensive. 
All this is not to say that the allies would leap to embrace our 
proposals, but simply that we should not set our sights too l-0w in 
advance. 

What all ·of the allies have in common is a keen sense of commercial 
competition. They resist being talked into partial measures whose 
sole effect, they suspect, is to hand over a sale to another 
country's exporters. The nightmare shared by virtually all of their 
trade officials is restraining one of their own companies from 
making a sale to ~he Soviets, onl.J_ to read in, the newspaper that the· 
sale has gone to the French or the Germ.ans. · · ...._ · -· -
This, alas, has happened. The Soviets . and their Warsaw "?act -
partners have exploited these fears very skillfully, creating 
upward-ratcheting political and · economic pressures. 

U.S. proposals for new controls will require a major effort to 
persuade the allies, no matter which of the three options is _ . 
~elected. Even new technolo_gy contro.~s under Option I will probably 
not be agreed unless they are technically precise and we present 
evidence of military significance . . A permanent "no exceptions" 
policy under Option r may oe difficult to achieve without a 
reduction of coverage from the present COCOM list. Selling Options 
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II or III ~ill require personal efforts by the President and key 
members of the Cabinet. In addition, we would have to make our case 
for ~uch control~ with key economic policy officials and defense 
ministers in allied capitals, while at the same time presenting 
precise proposals and careful technical arguments in COCOM. 

There is one other aspect to the problem which concerns the legal 
ability of the allies to control technology transfers absent 
equipment controls. U.S. interests in strengthening technology 
controls must recognize this possible a:~ied constraint. 

In the end it seems possible to reach an allied concensus if we 
successfully build upon genuine and common concerns for security 
while assigning due weight to the economic interests at stake. 



. At.ta'chment 3 

ECONOMIC IMPACT ON U.S. AND ~·:ES'I'ERN COUNTRIES 

Su:-:L1: arv 

The economic impact on COCOM countries of the various options for 
refined security controls on exports to the USSR would v~ry 
substantially among options as well as a~ong countries. 

According to the methods used to estimate trade impact associated 
with tbe three options, it is estimated that the direct trade effect 
(1979 pre-Afghanistan base) on all COCOM countries would be as 
follows (on a yearly basis): 

Loss of t=ade: (I) $423 million; (II) $845 million, and (III) $1.7 
billion. The corresponding n~uber of jobs (1979 base) associated 
with this trade loss for COCOM countries collectively is: (I) 
19,838 jobs; (II) 39,646 jobs; and (III) 79,322 jobs .. 

Countries hardest hit arnong COCOM would be Germany, France, Italy 
and Japan, both in terms of trade and job loss. 

Methodologz. 

The follo~ing describes the methodology used in estimating the 
econo~ic effect of the three options for tightening security . 
controls on exports to . the USSR. 

For an approximation of the order of magnitude ~f "high technology 
exports" to the USSR, the commodity categories {S!TC basis) listed 
in Table I were selected. Theze is general agreement that this.list 
encompasses virtually all U.S. and allied high technology exports. 
COCOM exports in the~e goods to the USSR in 1979 totaled.$1.7 
billion. This figure understates the importance of such technology 
trans~er trade to the USSR since it does not include the value of 
tech~ical data transfers, except to the extent that it is included 
in the price of the product export. Conversely, it overstates the 
amount of high-technology trade since the categories are broad' and 
include some low-technolo9y_ items in the baskets. 

The p:i~cipal economic effects on the west from tightened controls 
would be reductions in (1) income from exports related to stricter 
COC0:·1 controls and (2) employment associat:ed with. the reduced 
exports of technology (either as technical data or equipment). In 
order to estimate the possible economic impact of the policy 
opti·ons, the following assumptions w~re made: 
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(1) COCO~ exports of high technology products to the USSR would 
fall ~y 2~% from 1979 levels (p~e Afghanistan) under Option I; 

(2) COCOM expor·ts of high technology products to the USSR would 
fall by at least 50% from 1979 levels under Option II: 

(3) COCOM exports to the USSR of high technology products would 
be eliminated under Ootion III . .. . 

The trade and employment effects for the COCOM countries (except 
Greece, Portugal and Turkey) are summarized in Table 2. 

The bulk of the reduced trade falls on the key industrial nations, 
e.g., Germany, Japan, France, and Italy. German exports of high 
technology products to the OSSR would be af:ected within a range 
f rorn about $150 million to slightly more than $;00 million depending 
upon the option. The effect on Japanese ex?orts falls within a $80 
to $325 million range for the three options, while French and 
I tali an exports affected range from $60-250 'million and $50-200 

' rail·lion, respectively. The corresponding employ;r~ent effects range 
from a high of from 5,000-20,000 in Germany to 3,000-11,000 in 
Frence. Both th~ United Kingdom and the O~ited States are affected 
less than the other fou~ countries (see Table 2). Impact on the 
re~aining COCOM members is slight, both in trade and employment 
te rrr.s. 

The trade and employment effects are estima~es from a 1979 base and 
are believed to be reasonably indicative of the impact of the three 
options. Even if the figures were off by a factor of two or more, 
due to a particularly large project in any given year, employment 
and trade effects for COCOM as a portion of total trade and 
employment would remain small. This seems particularly unlikely 
since the Soviets tend to import to make up shortfalls in productin 
or for reverse engineering purposes. 

It is not surprising that t~e European nations and Japan are most 
affected by tighter controls. What is su:prisin~ is the relatively 
mocest impact of either Option I or !I on total trade or employment 
which seems to suggest that the ~conomic t:ade off for tighter 
national security coritrols vis-a-yis USSR might not be as difficult, 
once it is defined, as sometimes suggested. Indeed ~o the extent 
that high technology products are capital vs labor intensive the 
employment impact may be overstated. 
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71142 

7341 

73492 

Com-outers 

7142 

7143 

il492 

Hachinery 

7116 

7151. 

71523 

7185 

71852 

71911 

7192 

71952 

71954 

7197 

7199 

7296 

Electrical 

7249 

72911 

7293 

72952 

TABLE I 
HIGH TECHNOLOGY ?RODUCTS 

DEFINITION 

Jet and Gas Turbines. for Aircraft 

Aircraft, Heavier-than-air 

Parts of Aircraft, Airships, etc. 

Calculating and Accounting Machines, etc. 

St~~istical Machines - Cards or Tapes 

Parts of Office Machin~ry, N.E.S. 

Gas Turbines~ Other than for Aircraft 

Machine - Tools for Working Metals . 
Ga·s-operated Welding, Cutting- etc. / Appliances 

Mineral Crushing etc, and Glass-working Machinery 
Machinery and Appliances-non Electrical - parts 

Gas Generators 
Pumps and Centrifuges 
Machin~ - Tools for Working Wood, Plastics, etc. 

Parts and Accessories of Machine - tools 
_ Ball, Roller or Needle-ro~ler Bearings 

Parts and Accessories of MachinerJ, N.E.S. 

Electro-mechanical Hand Tools 

Telecommunications - . ... .t:.qu i pmen '- , N.E.S. 

Primary Batteries ~nc Cells 
Thermionic Valves and Tubes, T=ansisters, etc~ 
Other Electrical Heasuring and Controlling 

Instruments 
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POLICY OPTIONS PAPER 

Controls on Export to the USSR of Oil 
and Gas Equipment and Technology 

ISSUE: What policy should the United States adopt on 
controlling 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 acc~unt: 

the extent to which we wish to impede Soviet energy 
development and 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 Onion both effective and equitable, 
the U.S. should present a substantial incentives package 
which will contribute to Allied energy security. ~uch a 
package should aim at increasing alliance access to additional 
sources of energy and at furthering sustained Alliance 
cooperation on energy security concerns • 

. \ DECLASSIFIED 
N~ tyro1, 12r1 tl1.. 

BY bl>~ I NARA, DATE 10/Jc/tJS: 



.. 
. .. 

Option I: 

~r:T 
UL.,.Vl~ BY 

DECLASSI FIEO 

NLS fllo3'/2-tl ~ 
h./YC I NARA, DATE Jt>l.11/05' , 

The o.s. will actively impede Soviet oil and gas 
production and export projects. The o.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 restrictive measures. 

Pro:· 

(a) Binders 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' 
profes~ed 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 weakenin~ of NATO Alliance 
cohesion. 

Con: 

·(a) Experts disagree on whether, without Allied cooperation, 
an embargo would ha,1e a significant ef feet on Soviet energy 
production, and on Soviet ability to pursue major export ' 
projects including the Siberian pipe~ine. 

(b) Would strain OS and Allied relations. Europeans · 
would view OS action as insensitive to their economic and 
energy needs. 'I'his would contribute to long-term .Soviet 
objective of driving a wedge .between the OS 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. 

Ot:>tion II: 

The OS 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, 
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adopting a multilateral approach less restrictive than 
implied in Option I. Until this is worked out, the OS will 
deny export licenses for technology and equipment. 

Pro: 

Retains the basic benefits of Option I, but is more 
flexible and thereby avoids straining relations with Allies. 

Con: 

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

Option III: 

The OS 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 OS will make a major effort with 
other countries to restrict exports of equipment and technology 
for such projects. Until this is worked out the OS will 
deny all technology and end-use equipment exports for major 
projects while approving end-use equipment exports not for 
major projects. 

Pro: 

(a) Would focus OS leverage on major projects. 

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

(c) Offers commercial benefits to OS and Allied 
exporters in areas not of major security concerns. 

Con: 

(a) Difficult to identify discrete major projects or 
to prevent diversion of mobile oil/gas equipment. Opportunities 
for leverage may therefore be limited to those items which 
are essentially stationary, such as pipe, wellhead assemblies, 
down hole equipment, and compressors. 

(b) Effectiveness would be limited unless Allies agree 
to restrict comparable sales of technology and equipment to 
the Soviets. To the extent Allies fail to cooperate, 
compromises Western security. 

(c) Denies po~sibility to OS companies of participating 
in- major Soviet oil and gas related trade opportunities. 

·:~··) l:···· -( : . 
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9Ption IV 

Rather than attempting to impede oil 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 OS will approve exports of end-use equipment. 

Pro: 

(a} ainders Soviet energy independence by impeding 
their efforts to develop technological capabilities. 
Denying certain 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 
oil and gas from less reliable suppliers~ 

(c) Encourages some Soviet dependence on imports of OS 
equipment and contributes positively to the OS 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 OSSR·access to equipment it 
chooses not to develop, thereby perhaps facilitating resource 
allocation to the military. 

(c) Prevents OS companies from competing for some 
Soviet oil and gas related trade opportunities, and creates 
disincentives for the Soviets to seek OS imports. 

Option V: 

The OS will litt special foreign policy controls on the 
export of oil and gas technology and equipment. (Existing 
strategic controls under COCOM will remain in place, some of 
which may incidentally cover ~quipment and technology for 
oil and gas production and exploration). 

Pro: 

(a) Promotes the expansion of world energy supplies 
and helps reduce pr~ssures on Free World oil prices, thereby 
aiding Western economic growth. 
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(b) Provides fewer incentives for the USSR to adopt an 
adventuriEtic policy towards the Persian Gulf and other oil 
producing regions. 

(c) Promotes Soviet dependence on US imports and 
contributes positively to the OS balance of payments. 

Con: 

(a) Signals our Allies and the Soviets that we are 
less concerned than before about Soviet policies. 

{b) Supports inefficient Soviet civilian sector by 
giving USSR access to equipment and technology it chooses not 
to develop, thereby facilitating resource allocation to the 
military. 

{c) Contributes to continued Soviet energy supplies to 
Eastern Europe. 

. --.. 



POLICY OPTIONS PAPER 
US Position on the Siberian Pipeline 

ISSUE: What position should the U.S. adopt towards the 
proposed pipeline designed to supply Siberian natural 
gas to Western Europe? 

OPTION I 

The U.S. will signal its disapproval of the project by 
denying all exports to the USSR for the pipeline, and pr~ss 
our allies to cancel further project negotiations. 

PRO 

CON 

{a} Heads off potential Western European dependence on 
Soviet energy supplies, reducing the likelihood 
for Soviet leverage and European vulnerability. 

(b) Indicates unambiguously that the o.s. is deter­
mined to hamper development of a strategically 
significant Soviet industry by denying the 
equipment and expertise to accelerate development 
of Soviet gas reserves, the most readily available 
means to replace hard currency earnings from 
declining oil exports. 

(c} Contributes to Soviet economic difficulties by 
promoting. resource allocation debate between 
Soviet military and civilian sectors. 

(a} 

( b) 

{ c} 

Creates tension between the U.S. and its Allies 
and could contribute to the long-term Soviet 
objective of separating the U.S. from Western 
Euro~e. Severely limits U.S. ability to influence 
t~e details of the project and the safety net 
should the Europeans proceed despite our objections. 

The Western Europeans are committed to the project 
and ~ould likely proceed despite U.S. opposition, 
unless the U.S. were prepared to apply leverage 
at the highest levels and to offer an "incentive 
package" to offset the Western European loss of 
potential energy supplies and related export 
contracts f~om the USSR. 

Experts disagree on whether, without Allied 
cooperation, an emba~go would have a significant 
eff2ct on Soviet energy production, and on Soviet 
ability to pursue major export projects including 
th~ Siberian pipeline. 
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OPTION II 

The U.S. will communicate to our Allies and friends 
that we oppose the project, will withhold relevant export 
licensing, and encourage them to do the same, until our 
Allies have committed to constructing an adequate safety net 
of emergency supply. · 

PRO 

CON 

(a) Indicates U.S. concern about major Soviet projects 
which contribute to Soviet energy production 
capabilities and our Allies' vulnerability to 
Soviet energy leverage. 

(b) Offers U.S. more time to encourage Europeans to 
derail, delay or scale-down the project, and to 
work with them to explore alternate energy sources 
and an emergency safety net. 

(c) Heads off increased Western European dependence 
on So~iet energy supplies and reduces the likeli­
hood of Soviet leverage. 

(a) U.S. might appear to be waffling. Does not clearly 
indicate to our Allies the degree of U.S. concerns 
regarding the strategic implications of expanded 
European dependence on Soviet energy. 

(b) Contributes to the development of a vital sector 
of the Soviet economy, thereby enhancing Soviet 
economic strength, political influences, and 
military potential. 

(c) Even with a safety net, the pipeline would expand 
East-West t~ade links and could reduce Western 
European willingness to actively oppose the Soviets. 

OPTION III 

The U.S. recognizes its inability to cancel or signifi­
cantly delay the pipeline project. The U.S. will, however, 
work with its allies 3nd friends to minimize the strategic 
implications of the project. 

PRO 

(a) U.S. would 3ppear sensitive to Western European 
economic and energy needs and their desire to 
diversify e~ergy supplies. Avoids possibility 

>'·~· 



CON 

. - . _, ; '· °':"· .. -~: ...... 

•, ~ . \ 

._, "" ~ ... . -
-3-

of straining relations with these Allies, who 
are committed to the project but are cognizant 
of the need to develop a safety net. U.S. leverage 
could be used to influence further the details 
of the project and safety net. 

(b) If Europeans scale back the pipeline sufficiently 
and develop adequate safety provisions, the 
West's leverage as a unified buyer could exceed 
that of the USSR as a seller. 

(c) Promotes expansion of world energy supplies 
and alleviates European dependence on OPEC 
resources Also reduces possibility of 
economically-motivated Soviet adventurism 
in the Middle East. 

(a) Sends an improper signal to our Allies and to 
the Soviet Union regarding U.S. views toward 
the USSR, and implicit U.S. acceptance of Western 
exports for the development of Soviet energy 
resources 

{b) If an adequate safety net is not developed, 
allows possibility of Soviet political leverage 
over six Western European countries, and reduces 
likelihood of European opposition to the USSR on 
key international issues. 

{c) Provides fo~ continued high level of Soviet hard 
currency earnings which could range from $5-15 
billion annually, thereby making it easier for 
Soviet leaders to allocate resources to the milita~y 
sector .. 

OPTION IV 

Adopt a laissez faire approach on the pipeline, allowing 
market considerations to determine European energy import 
and energy security policies. 

PRO 

(a) Avoids fri1:=tion with key Allies on East-West energy 
relations. 

{b) Reduces Soviet energy incentives for adopting an 
adventuristic policy towards the Persian Gulf and 
other producing areas. 

{c) Enables U.S. firms to compete for commercial 
opportunities ger.~rated by the project. 
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(a) Signals to our Allies and the Soviets that we 
are less concerned than before about Soviet 
policies and enhances Soviet ability to manipulate 
commercial relations to their political advantage 
over the longer term. 

(b) Increases European dependence on Soviet energy and 
weakens Allies' ability to resist Soviet pressure. 

(c) Supports inefficient Soviet energy sector by 
giving USSR access to equipment and technology 
it chooses not to develop, thereby easing 
resource allocation to the civilian sector. 
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POLICY OPTIONS PAPER 

> License for Caterpillar Company 

To Exoort 100 Pipelavers to the Soviet Union 

ISSUE: Should the United States Government grant a license 
to the Caterpillar Tractor Company for the export of 100 pipe­
layers to the Soviet Union? 

BACKGROUND: The Carter Administration· in 1978 imposed license 
requirements on the export of oil and gas technology and equipment 
to the USSR, and tightened controls following the Soviet invasion 
of Afghanistan. These controls are based - on foreign policy con­
siderations, and have not been adopted by our Allies and other 
equipment and technology exporters. Prior to the imposition of 
controls Caterpillar sold over 900 pipelayers to the USSR. 

On November 15, 1~80, the President directed that a license 
be approved for Caterpillar to export 200 large-diameter pipelayers, 
valued at $79 million, to the Soviet Union for use on the con­
struction of a gas pipeline linking West Siberia and six Western 
European countries. On January 26, 1981, Caterpillar requested 
an amendment to that license. The amended applicatio.n seeks 
approval of a license to export 100 pipelayers, valued at 
$40 million, for use on Soviet petroleum projects other than the 
Siberian pipeline. The amended application states that the 100 
pipelayers would be used as replacement units on the following 
projects: 

30. units for use in West Siberia on construction of 
main and feeder lines of the Urenjorj project to carry gas from 
West Siberia to Moscow; 

25 units for use in Central Asia on construction of 
a local oil pipeline; 

45 units for use in European USSR on the western 
end of the Urenjorj project from Yaroslavl to Polotsk. 

The amendment request was circulated for interagency 
review on March 4, 1981. Commerce, in circulating the case for 
review, recommended that the license, if approved, contain the 
condition that no military or military-support use of the pipe­
layers be permitted, ;, and that an end-use statement to that effect 
be required. The case was subsequently discussed without 
agreement at the Assistant Secretary level in the Commerce­
chaired Advisory Committee on Export Policy. 

DECLASSIFIED 
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Under the time lbnits for licensing decision set forth in the 
Export Administration Act of l97S, the Government has until early 
August to decide this case. However, Caterpillar has already 
missed contract delivery deadlines and feels that it must have 
an early decision in order to prevent Soviet cancellation of the 

·contract, and consequent Japanese replacement sales to the OSSR. 
Komatsu, a Japanese firm, is currently the only ~on-u.s. producer 
of pipelaying equipment and has sold over 500 pipelayers to the 
USSR in the past ten years. 

OPTION I 

Deny the Caterpillar e.xoort license aoolication. 

PRO 

(A) Reduces Soviet capability to carry out oil and gas 
projects with long range strategic implications. Impedes Soviet 
economic strength, political influence, and military potential. 

(.S) Despite end-use assurances, inherent fungibility of 
pipelayers means that they could be used in developing Soviet 
milita.ry,infrastri,lcture. 

(C) Signals that. US desires to inhibit Soviet energy 
production. 

(D) Denies USSR access to equipment it chooses not to 
develo~, facilitating resource allocation to military sector. 

CON 

(Al . Without cooperation from Japan, OS license refusal 
would have no appreciable effect because Japanese could supply 
pipelayers. 

(B) Pipelayers have no clear cut military application and 
their relation to enhancing soviet military capability is tenuous. 

(C) Possibility that Caterpillar and other US firms will be 
denied opportunityfor-futuresares-E'<J"tneO"SSR-.--Key -Congressionai­
leaders Percy -and- -Micher-·suppor-t - sales-~-- ·-- -- . - -- - -- . --------- -- ----- ----

(D) Given OS lifting of grain embargo, OS refusal of export 
license could appear inconsistent. 

SE6·REi 
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OPTION II 

Denv export license application if Japanese agree to 
stoo similar sales by°Komatsu. 

PRO 

Retains basic benefits of Option I plus indicates that 
US can work with Allies to hinder Soviet economic and energy 
growth. 

CON 

Contains same drawbacks as Option I plus Japanese cooperation 
could entail major political effort by OS. Japanese are currently 
angry at US lifting of grain embargo without prior consultation. 

OPTION III 

Aoprove the Caterpillar Export license apolication. 

PRO 

(A) Assures a substantial commercial contract for a major 
US manufacturer for equipment which is readily available from Japan. 

(B) Fosters Soviet dependence on US imports and contributes 
positively to OS balance of payments. Only marginally contributes 
to Soviet energy production capability. 

lC) By aiding in Soviet development of domestic energy 
resources, provides fewer incentives for adventuristic policy 
in Persian Gulf and other energy-producing areas. 

CON 

(A) Supports inefficient Soviet energy sector and gives 
USSR access to equipment it chooses not to develop, facilitating 
resource allocation to military sector and development of military 
infrastructure. 

(B) Implies US acceptance of Western exports for development 
of Soviet energy resources. 

(C) Grave risks of misinterpre~ation by Soviets and Allies 
at time when US is adopting a tougher line towards the USSR. 
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MEMORANDUM 

SYSTEM II 
90120 

NATIONAL SECURITY COUNCIL 

~ Attachment 

INFORMATION July 29, 1981 

MEMORANDUM FOR RICHARD V. ALLEN 

FROM: ALLEN J. U.NZ qt 
SUBJECT: Press Releases 

Attached are the two press releases we worked on at lunch today. 
You are anticipating tabling these at the Friday NSPG meeting. 
However, to cover the possibility that we may not be able to 
wait that long on a press release, I have provided copies to 
State and Defense for their review and comment. 

~Attachinent 
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DRAFT COMMERCE DEPARTMENT PRESS RELEASE 

Sale of US Pipelayers to USSR Approved 

Washington 

The Ad.ministration has approved the license for the pro-

posed sale of 100 pipelayers to the Soviet Union, the Commerce 

Department announced today. 

JOIA(b)('3) The Model 594 pipelayers supplied by the .,,, 

are replacements for units exported to the 

USSR in previous years. The Soviet Union has imported more 

than 1500 pipelayers, principally from Japan and the US, for 

various oil and gas pipeline projects over the past decade. 

The pipelayers represent low technology equipment, the 

export of which is controlled by the US for foreign policy 

reasons. The units are not designated as strategic and are not 

multilaterally controlled by our allies in the Coordinating 

Committee on Export Controls (COCOM) to which the US and 15 

other nations adhere. 

Under the terms of the agreement, the pipelayers involved 

in the transaction are not to be used in the construction of 

the proposed 3,000 mile Siberian-West European gas pipeline 

project. Commerce officials said denial of the US equipment 

sale would be an ineffective control since this equipment is 

readily available from other foreign suppliers. 
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DRAFT WHITE HOUSE PRESS RELEASE 

East-West Economic Relations 

The Administration has established a senior . interagency 

group, consisting of undersecretaries of cabinet departments 

concerned and the National Security Council Staff, to develop 

specific proposals for early discussion with the industrial 

allies on the regulation of strategic trade with the Soviet 

Union and means of avoiding excessive dependency by Western 
' 

European countries on Soviet energy sources. 

This process of consultation will carry out general 

policy lines adopted at the Ottawa Summit Conference last 

week. 

·It is the Administration's intention to assure that all 

avenues for minimizing strategic · vulnerability to economic 

pressures are taken into account by the industrial democracies 

in the pursuit of our conunon national economic interests. The · 

United States will discuss with the allied countries concerned . . 

Europe's projected needs for additional . gas imports and alterna­

tive sources of_ gas and other energy supplies, as well as means 

of mitigating the political risks of proceeding with plans to 

import additional natural gas from the Soviet Union. 
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MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

INFORMATION I 

MEMORANDUM FOR THE PRESIDENT 

FROM: RICHARD V. ALLEN~ 

.S'-'"''-'~ F~ 
AJtC ,_.,Jcr.)JI 1iPJ 

~ . 
4081 

July 9, 1981 

SUBJECT: Secretary Haig's Memorandum on Controls on 
Exports to the Soviet Union 

Secretary Haig has written you (Tab A) indicating his deep 
concerns about the soon to be made decisions on controls on 
exports to the Soviet Union. 

His memo reiterates the positions and arguments he stated 
at the July 6 NSC meeting and again emphasizes the need for 
and difficulties of obtaining Allied cooperation in the 
implementation of export controls. 

Attachment 

Tab A Memo from Secretary Haig 

cc: Ed Meese 
Jim Baker 
Mike Deaver 

-SEC~'f 

Review July 8, 1981 

DECLASSIFIED 
WNte House Guidelines, August 28, 1997 

By I ~ NARA, Date I it,/!tc/4 a 
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MEMORANDUM FOR: 

From: 

Subject: 

THE SECRETARY OF STATE 

WASHINGTON 

THE PRESIDENT 

Alexander M. Hai~ 
July B, 1981 

Controls on Exports to the Soviet Union 

As you consider the issues discussed at Monday's NSC 
meeting on East/West trade, I wanted you to be aware of my deep 
concerns on the subject. Your decisions will have a profound 
effect on our Alliances and our relations with the Soviets for 
years to come. For that reason I want to convey an approach 
which in my judgment meets your desire for a consistent policy 
which weakens the Soviets' · military capability without weakening 
our Alliance. • 

Like you I believe Western assistance to the Soviet energy 
sector in many respects. runs contrary to our security interests. 
It relieves the Soviets of an important resource burden; it can 
provide them with equipment and technology with potential 
military applications; it may increase their leverage over our 
Allies; and the pipeline particularly would provide them with 
·1arge sums of hard currency. If I had my preference, I would 
take an extremely restrictive approach to trade ·with the 
Soviets. 

However, for any controls to work we need the cooperation 
of our Allies. For us to attempt to get straight across-the­
board restrictions, which some of the more restrictive alterna­
tives before you imply, or to press the Europeans with an · 
approach which they will find completely unacceptable, and 
threaten to withhold licenses unless they comply, would make 

·it virtually impossible to get their support for a reasonable 
set of controls. By pursuing our maximum objectives~ we run 
the risk of coming away with very little, sev'erely weakening 
the · Alliance and isolating us from our Allies ·. 

Our European Allies have legitimate and urgent interests 
in seeking additional· and diversified sources of energy, and 
the decision, in the end, is theirs. Therefore, we must con-

. sider what we can realistically expect to achieve in limi.ting 
their involvement with the Soviet energy .sector and at what 
cost. The cost that concerns me most is not lost business 
opportunities but rather the prospects of divisions within 
the Alliance. An overly rigid position could produce a 
confrontation with our Allies that would not only fail to 
produce any restraint on Soviet energy sales :but would itself 
be an enormous positive gain for the Russians. We do not want 
to repeat, on a larger scale, the Carter Administration's 
disastrous confrontation with the Germans over the sale of 
German nuclear technology to Brazil. DECLASSIFIED 

NLS ft'lb ,,.12:"il 
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Therefore, my own position is shaped by weighing what I 
1ould like to achieve against what I believe we can 
ictually accomplish. I think that one of our most 
Lmportant objectives is tightening up on technology 
cransfers, including COCOM controls. The past record 
3uggests that this task alone will be very difficult to 
3ccomplish. I therefore do not believe that we should be 
taking categorical negative positions on the sale of 
end-use equipment or striking a categorical opposition to 
the pipeline. 

Whatever position you ultimately decide on, Mr. 
President, it is equally important to stipulate appropriate 
tactics and style with which to approach our Allies. We 
must, above all, not adopt a confrontational posture or an 
inflexible position. We must recognize that they have much 
more serious energy problems than we do, and that the 
sacrifices we are proposing would be borne much more 
heavily by them than by us. 

If we are to have any chance of persuading them to 
modify their current positions (or at the very least to 
scale down the size of their proposed dependence on Soviet 
energy) we must take a stronger lead in evolving a better 
Energy Cooperation Package. This will require that the 
United States play a much more practical role than we have 
in the past in boosting Alaskan oil exports, increasing the 
pace of U.S. natural gas deregulation, increasing U.S. coal 
exports, providing a coal gasification program, addressing 
the major problem of nuclear wastes, pressing Holland and 
Norway to develop natural gas surge capacity and developing 
new initiatives. This may even involve increased resource 
commitments on our part. But if we expect our Allies to 
bear a burden we must be prepared to do so ourselves in the 
general interest of Western security. There is no free 
lunch. 

The development of alternative energy sources is 
something which we should pursue urgently, whatever we do 
on the subject of Soviet energy development. 

Attachment: 

Tab A - The Issues 
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MEMORANDUM 

NATIONAL SECURITY COUNCIL 
l>..~4081 

ACTION July 8, 1981 

MEMORANDUM FOR RICHARD V. ALLEN 
1 

FROM: ALLEN J. LENZ ~~ 
SUBJECT: Secretary Haig'~~Jmo on Controls on Exports 

to the Soviet Union 

The attached memo (Tab A) contains little that is new concerning 
our export control policy toward the USSR, except that one might 
detect some movement to develop a positive program that would 
scale down the pipeline and push more actively for safety net 
procedures. The response to your tasking memo providing the 
scenario for implementing his options choices, due this evening, 
should, however, be more revealing. 

I recommend that you forward the memo to the President at Tab I 
immediately (Haig might ask the President at the Thursday NSC 
meeting if he has received it). 

RECOMMENDATION 

That you sign memo at Tab I. 

Approve Disapprove 

Attachments 

Tab I Memo to the President 
A Secretary Haig's Memo to the President 

S~ET 
~uly 8, 1981 BY 

~T 
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MEMORANDUM 4069 (2d add-on) 

NATIONAL SECURITY COUNCIL aLsWi 
CONFIDENTIAL ATTACHMENT \ 

INFORMATION \ July 14, 1981 

MEMORANDUM FOR RICHARD V. ~~N 
FRmt: RUTHERFORD Prif.TsQf 

SUBJECT: Caribbean Basin Development Plan 

Last weekend's Nassau consultations on Caribbean Basin 
development among the · four sponsoring governments submerged 
the grand conference idea and agreed on a process of further 
multilateral elaboration of new development measures (trade, 
investment, aid) but did not deal with the particular measures. 
The four fori,i.~gn ministers agreed that their subcabinet 
representatives would hold three exploratory meetings -- one 
with interested Central American governments, one with 
Caribbean governments, and one with other OECD governments 
over the next two to three months. 

In preparation for further international consultation and 
for more systematic discussions with US business and Congressional 
committees, the STR-chaired interagency task force will examine 
more closely the attached list of program options during the 
next month. In support of the Washington cogitations, State 
will canvass US embassies in the Basin countries on specific 
trade and investment needs and problems that the program might 
usefully address. I resisted inviting the embassies to proposefo. 
economic aid measures at this stage because these requests ~---
might leak locally and arouse false expectations. '.../_~/ 

. . -;l~J , ~ . 
Attachment ~r'~ 

Tab I Options Paper ~~~ 

cc: Norman Bailey 
Henry Nau 
Roger Fontaine 

CONFIDENTIAL ATTACHMENT 
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.Trade Options 

Expand market access for Caribbean products through GSP. 
' . . 

Grant GSP ' guarantee up to predetermined ceiling which would not 
be affected by normal GSP qualifying criteria. 

Reduce tariffs on an MFN basis using Section 124 Authority 
of 1974 Trade Act. 

-- -· --- - ~-·f· -..:. -··---- - ~- . ... -· . 

Request new tariff cutting auth~rity -to~be used to liberalize 
tariffs for the Caribbean. 

Grant Caribbean countries increased access for apparel in context 
of overall textile policy to be more forthcoming to smaller · 
suppliers. 

Review access for Caribbean under meat import program. 

If sugar protectionist legislation is to be passed, consider 
special provisions for Caribbean. 

Encourage Far East to take advantage of Caribbean proxim\ty to 
U.S. by doing final processing there as opposed to Far East. 

Establish a pilot program of USDA Inspection and Fumigation 
stations. 

*Assume trade obligations consistent with level of development 
which can include: 

a) joining GATT 
b) joining MTN codes particularly goverrunent procurement code 
c) negotiating select tariff bindings. 

Encourage increased regional trade. 

Negotiate treatment providing for Caribbean foreign convention 
tax exemption. 

Increase the tourist allowance. 

Establish customs preclearance stations in one or more 
Caribbean airports. 

Promote tourism by encouraging the Sister City Program and 
providing funds to develop tourism promotion capability. 

\ 

DECLASS I ED 
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Investment Options 

. . *Negot~ate Bilateral Investment Treaties. 

*Negotiate a model contract either government to QOvernment 
or private sector to private sector. 

*Developing a joint or bilateral Charter of Investment 
.. ---Pri~iples_ __ ._ _ _ __ - . -~ . 

Establish a Caribbean Basin Insu4ance Consortium through 
a World Bank affiliate. 

Provide OPIC and TDP feasibility studies. 

Consider tax treaties covering treatment of remitted 
earnings in light of ~ax holidays, depreciation, etc. 

Financial Assistance Options 

Other 

Increase economic support funds. 

Increase development assistance. 

Increase F.L. 480 (food) funds. 

Increase flow of housing investment guarantee resources. 

Assess Inter-American Development Bank Sixth Replenishment. 

Encourage Caribbean countries to request structural adjustment 
loans from World Bank. 

Augument IMF assistance. 

Create a Central America Group for Cooperation and Economic 
Development to parallel Caribbean group. 

Suppqr:j:~_expansion~..of · West.~Indian -university 

Support training-technical, agriculture, management. 

* These measures develop atmosphere conducive to economic growth 
and investment while benefitting U.S. business. 

GONFIDENTIAL 



MEMORANDUM 4069 (add-on) CONFIOENTIAt 
NATIONAL SECURITY COUNCIL 

eetU'IDEN I Ilt'.l: ATTACHMENT 

INFORMATION July 9, 1981 

MEMORANDUM FOR RICHARD V. ALLEN 

SUBJECT: 

NORMAN BAILEY~ ) 
/,/ 

RUTHERFORD POATS ,,- !." 

Caribbean Basin~ 

THROUGH: 

FROM: 

I suggest the attached plan of organizing the discussion 
on the Caribbean Basin matter at today's NSC meeting 

(Ta~ ~· 
Roge~Fontaine concurs. 

esNEIDF-N"fI~ATTACHMENT 

-OJNFIDEtff IAt> 



NSC AGENDA PAPER 
July 9, 1981 

ffiNFl09'TIAl 

Caribbean Basin Plan 

BY 

DEC LASS I Fl ED 
NLS tylt>2 - [J_j] ~ 

w:: . NJ ,, DA'ti; ¥r~ 

Purpose of Discussion: To get the President's 
guidance on the substance and process of launching 
Caribbean Basin economic cooperation, prior to this 
weekend's Nassau planning meeting of the four pro­
spective sponsoring governments. 

I. Substance. 

(Introduction) Bill Brock is here to report on 
his assignment by the President to develop and assess 
the feasibility of trade, investment and aid measures 
that might constitute the substance of the proposed 
program. He will join Al Haig at the Nassau planning 
meeting this weekend with the foreign ministers of 
Canada, Mexico and Venezuela. 

(Call on Brock) 

(Close discussion with recapitulation of the 
. conceptual framework): Our idea is integrated, long­
term, cooperative effort consisting of three inter­
dependent elements: 

First, greatly increased trade within the 
Basin and between Basin countries and other markets, 
stimulated by both reduction of trade barriers and 
positive policies of participating governments; 

Second, greatly increased private investment 
mainly indigenous but also intraregional .and foreign -­
so as to reduce the flight of capital. .and talent from 
the Basin and increase employment and earnings, this 
burgeoning investment responding to improved trade 
opportunities, more favorable tax and other incentives, 
greater assurances against confiscation or abrogation of 
contracts, and greater availability of long-term loan 
capital; 

Third, · increased official aid from the US 
and other external governments, primarily focused on 
supporting trade and investment activities .rather than 
a general augmentation of existing aid programs. 

Our formulation should disabuse all parties of expecta­
tions of a Marshall Plan or Reagan Plan providing large 
amounts of governmental grants and loans. Our central 
idea is development through private enterprise exploiting 
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expanding trade opportunities, supported where necessary 
by official aid in training, technical services and 
capital for productive trade and investment programs. 

II. Process. 

, (Introduction) Secretary Haig should speak to the 
plan of organizing the effort on a multilateral . basis and 
how to deal with the Cuban issue. 

Points for discussion: Is a formal launching 
conference in early 1982 the best way to launch the 
scheme? Can the Cuban .attendance issue be finessed by 
convening a series of technical conferences on private 
investment and trade, which Cuba might boycott? Is it 
crucial that we keep Cuba out of a general discusssion 
of Caribbean Basin development, as well as out of the 
programs that we financially support? 

C~NTIAL 
" 



MEMORANDUM 

NATIONAL SECURITY COUNCIL 

CO~IAL 
• 

INFORMATION 

MEMORAi~DUM FOR 

FROM: 

SUBJECT: 

July 8, 1981 

ALLEN 

RUTHERFORD POATS~ 
Car~bbean Basin Discussion in 
Committee, July 7, 1981 ~ 

Trade Policy 

After your departure Brock reiterated the necessity 
of making politically costly decisions if we are to 
offer anything new to the Caribbean countries, and he 
indicated that specific options would be put to the 
Trade Policy Committee members for recommendation to 
the President after this weekend's meeting in Nassau 
of potential sponsors. He also said a larger sponsoring 
group, including several developing countries of the 
Caribbean Basin, would be formed to flesh out the 
concept. <'O.l 

There was no discussion of the problem with Mexico 
created by Enders' proposal of a formal launching 
conference from which Cuba would be barred. I spoke 
to Torn after the meeting and suggested that if this 
remains a serious obstacle to Mexican participation 
we should scrap the conference idea and propose, instead, 
a meeting on Caribbean Basin trade and private invest­
ment. This would reduce the aid element to its proper, 
supporting role, rather than invite LDC expectations of 
aid pledges as the central -- and disappointing -- feature 
of a general Caribbean Basin Development Conference. I 
predicted that Cuba would not seek to attend a conference 
on private investment and trade. Torn is wedded to the 
grand conference idea and is skeptical that my limited 
meeting would either appeal to the Mexicans or avoid the 
Cuban attendance issue. (~ 

He agreed, as did Brock's assistant, Steve Lande, that 
the US concept presented to the President on Thursday 
and to the other prospective sponsors on Saturday should 
be: 

(1) joint action, including preferential measures, 
to increase trade within the Caribbean Basin and between 
the Basin and other markets; 
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(2) greatly increased private investment -- mainly 
domestic but also intraregional and foreign -- induced (l ( 
by expanding trade opportunities, more favorable tax ) 
and other conditions, greater assurances of .protection ~ 
against confiscation, and the availability of long-term 
loan funds; and 

(3) increased official aid, primarily focused on 
facilitating private investment and trade. ~ 

This puts the emphasis on private enterprise and ~eeps our 
limited aid possibilities in the right proportion, minimizing 
the expectation of or demand for a huge "Reagan Plan"i 
aid program. I suggest you refocus the NSC discussion 
around this conceptual framework. ~ ...... ~ _,,,,,. 

cc: Norman Bailey 
Roger Fontaine 
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