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June 19, 1981 

Dear Bob: 

I want to enlarge on my comments at last Wednesday's "Rump 
group" meeting on the Oil and Gas and Siberian Pipeline papers. 
The following are my personal views and do not necessarily repre­
sent those of the NSC Staff or Dick Allen. 

Looking back on our discussion, I believe we all agree that 
, there is a need for more data and analysis that would dis­

tinguish between what the U.S. can do unilaterally through 
export controls, as compared to what can be accomplished through 
multilateral allied cooperation, or through U.S. restrictions 
coupled with parallel actions by, say, Japan and/or the U.K. 

Similarly, in my judgment, the options in both the "Oil and 
Gas Equipment and Technology" and "Siberian Pipeline" papers 
need to be revised to more clearly indicate whether we are 
talking about unilateral U.S. action, or action in concert 
with one or more of our Allies. 

To illustrate, Option I of the Oil-Gas paper is unclear as to 
whether we would proceed, regardless of the attitude and 
cooperation of our Allies. Option II makes no reference to 
the actions of our Allies. Do we proceed unilaterally under 
this option? 

The problem is perhaps even more evident in the Siberian 
Pipeline paper options, where it is unclear under Option II 
(signal U.S. disapproval) whether we propose to signal dis-
approval by restricting exports before determining the position 
of our Allies, and whether we intend to go ahead regardless of 
the position they take. 

At this late date, I hesitate to suggest a revision in the 
formulation of the options, but I think it may be necessary to 
a good discussion and a clear decision. A suggested revision 
to the Pipeline options is attached. 

Also, I find it difficult to distinguish between the indiv idual 
options in the Oil-Gas paper. Some sort of a one-page, tabular 
presentation of the options, highlighting the important 
differences would probably be a great aid to quicker understand­
ing by the NSC members. 
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My guess is that it will be impossible to get over all four of 
the issues (National Security Controls, Oil-Gas, Siberian Pipe­
line, and Caterpillar license) in a single NSC meeting and 
difficult to do so even in two meetings. In approaching these 
four topics, logic would appear to argue that one would go 
from the general to the specific, attacking them in the sequence 
listed above·. 

However, the Siberian Pipeline is a high-visibility issue 
that is more tangible and easier to grasp than the more general 
subject of oil-gas controls. Also, the Pipeline/Caterpillar 
issue is not only the most time-urgent one, but is probably 
actually more important than decisions on •the remaining oil-gas 
items. Additionally, the Pipeline transaction will be the 
real test of our ability to obtain allied cooperation on 
restrictive measures; what we learn from attempts to get 
allied cooperation on this matter will surely affect the 
broader Oil-Gas policy we adopt. 

Finally, as currently structured, the linkages between the 
overall Oil-Gas Policy Options and those for the Siberian 
Pipeline are unclear. It appears to me that Pipeline Option 
II (signal disapproval) would be consistent with Oil-Gas 
Option I; Pipeline II is probably also consistent with Oil-
Gas II, but this is not totally clear, since Oil-Gas II appears 
to rely solely on unilateral U.S. options. 

Nevertheless, my betting is that the Pipeline Option selected 
will be carried out, whether or not it is consistent with a 
broader policy option elected from those · in the Oil-Gas paper. 

For all these reasons, I continue to feel that the decisions 
made on the Pipeline will, in large measure, drive the broader 
Oil-Gas policy and I argue that the Pipeline decision should be 
made first, with the broader Oil-Gas decision to be made in 
the light of allied reactions to our Pipeline policy proposal. 

I also argue that we s-hould not expect to come out of the NSC 
meeting with an announceable decision on the Caterpillar 
license matter. If either Option I or II of the revised set 
I have provided for the Siberian Pipeline were adopted, the 
Caterpillar License decision would have to await the results 
of consultations with the Allies. If we adopt Option III, 
a "no pipelayers" announcement could perhaps be made irnrnediat~ly, 
but if Option IV were elected, we would probably want to 
withhold the "yes" announcement until after the economic summit. 

I understand Secretary Baldrige's desire to get a decision as 
soon as practical, but I also understand it is not legally 
required until sometime in August and feel that other con­
siderations may outweigh qui~k action. 
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A couple of questions: Page 1 of the Pipeline paper indicates 
that the Europeans have "pledged to encourage development of 
dual fired capabilities," etc. Does any paper exist document­
ing which Allies have made what pledges and assessing the likely 
effects of these intentions? Also, page 2 of the paper refers · 
to discussions with the French and German foreign ministers 
and within NATO to ensure that Western European energy dependence 
would not raise the potential for increased Soviet political 
leverage over the Allies. What kind of records do we have of 
these discussions? In other words, if needed, can we pull 
together a good synthesis of what and how successful our efforts 
have been? 

Sincerely, 

tli .. t1l, 
Allen tl LenA.,.___ ___ _ 
Staff 1~ or 

The Honorable Robert D. Hormats 
Assistant Secretary, Economic and Business Affairs 
The Department of State 
Washington, D. C. 20520 

cc: Larry Brady 
Harry Kopp 
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SIBERIAN PIPELINE OPTIONS 

The four attached suggested options provide a hierarchy of 

actions in descending order of impact on the pipeline. 

The important difference between Option I and II is that the 

former seeks to obtain allied concurrence in cancellation of 

the project, while Option II seeks its delay pending develop-

ment of a safety net and better terms on the transaction. 

Option II would probably be seen by the Allies as a more 

plausible and realistic proposal and would also make it 

easier for Japan and/or the U.K. to join us in export restric­

tions without concurrence of the remaining Allies. 

Under both Options I and II the U.S. would take no restrictiv e 

actions on non-strategic goods exports without allied support, 

whereas under Option III the U.S. would proceed unilaterally 

without first determining allied support. 

Failure to achieve allied cooperation under Option I might 

allow a retreat to Option II. Similarly , failure under I and 

II would allow us to move to either Option III or IV, as appro­

priate, without changing an implemented policy. 

001 IC::IOC:> ITC l I 

Allen J. Lenz 
June 19, 1981 



OPTION I 

Indicate u.s·. disapproval of the project and a U.S. pro-

posal to deny all exports related to it. Approach our Allies 

to cancel further project negotiations. 

This would entail high-level approaches to the Allies 

stressing that the threat of Soviet leverage outweighs the 

benefits of the project regardless of any safety net they 

might develop. The U.S. might have to present an "incentive 

package" to offset European l~ss of potential energy supplies 

from the U.S.S.R. and to gain general acceptance of our position. 

Additionally, however, opportunities to stop the project via 

bilateral arrangements with selected Allies would be explored. 

No unilateral U.S. export control actions would be taken without 

a degree of Allied support sufficient to measurably impact the 

pipeline project. 

OPTION II 

Indicate u.s~ disapproval of the project under present 

conditions and a U.S. proposal to deny all exports related to 

it. Approach our Allies to delay further negotiations pending 

development of safety net procedures and terms and conditions 

of the transaction more favorable to the Western parties. 

Opportunities to delay the project through bilateral 

arrangements with selected Allies would be explored. However, 

no unilateral U.S. export control actions would be taken without 

a degree of Allied support sufficient to measurably impact the . 

pipeline project. 
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OPTION III 

Indicate U.S. dis-approval of the project and that all 

exports related to it will be denied. The U.S. would proceed 

immediately and unilaterally to deny all exports related to the 

project, without determining if the Allies will follow our 

example. However, we would subsequently attempt to persuade our 

Allies to follow our lead, employing appropriate bilateral arrange­

ments and incentive packages. 

OPTION IV 

Do not resist the project, but work with our Allies to 

minimize the strategic implications. 

This would entail tacit U.S. acceptance of the project, 

implicitly linked to joint U.S.-Western efforts to reduce the 

threat of Soviet leverage and Western European vulnerability. 

We could seek to scale down the project . and would assist in 

developing emergency energy supply arrangements and storage 

capacity as a safety net. However, our acceptance of the pro­

ject would not be conditioned on specific West European actions. 

U.S. export licenses would be granted for equipment a nd tech­

nology for the pipeline within the parameters of overall U.S. 

export controls on oil and gas related goods. 

Allen J. Lenz 
June 19, 1981 

1 
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MEMORANDUM 

-SBCRB'f NATIO NAL SEC U RITY CO UN CIL 

-ACTION June 27, 1981 

MEMORANDUM. FOR RICHARD V. ALLEN 

FROM: ROBERT SCHWEITZER 

SUBJECT : East-West Negotiations: Defense Group Concerns 

We have just learned that there may be a Tuesday meeting of the 
NSC on East-West Trade Negotiations. We are concerned that a 
major spl it exista and that security aspects do not always seem 
to .be fully recogni zed by the advocates. If I am bringing 
water to your mill, disregard, but here are our views: 

To give the Soviets $20 billion in hard currency would be 
a major mistake; to set them up as a major supplier of oil 
and gas for Western Europe would compound that . mistake. 

But the greatest mistake of all would be to allow them to 
become customers of Western European business in a big way. 

If Soviets were only to use $5 billion of their $20 billion 
in new money in backsliding NATO countries like Norway, 
Denmark, the Netherlands and Belgium, and in high defense 
performers lik€ Germany and France, we would rapidly 
discover that Russian money will soon change the politics 
of those countries. 

Constituencie s will develop among the business sectorswhich 
·will press for the most amicable relations with the Soviets 
regardless of security interests, for fear the Russians will 
take their business elsewhere. 

-- ·The indebtedness for the $20B will not lie with the Soviets 
but with the German company, Ruhr Gas, which borrows the 
money from German banks, gives it to the Russians, and then 
is repaid in gas. The German banks are guaranteed by Ruhr 
Gas, who is the one left without a guarantee. 

• Some of the advocates have argued that while the 
Russians get hard currency, theywill pay back 
the same way. As you can see, this is not the case. 
Two years' output will pay entire indebtedness. 

The Soviets have never been shy about using economic 
leverage and have already stated publicly that they want 
the pipeline for political reasons. The $20B, by the way, 
is an annual payment to the Soviets. 

CBC~&T 
Review June 27, 1987 

, DECLASSIFIED 

NLRReow-l!H/9 •1071<, 
BY l'Mk . NARA DATE a,,/ZR,11 -z, 
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DOD is very concerned about the security implications, as is 
your Defense Group. There has not been an SIG, and the IG 
papers have obscured the issues rather than eliminated options. 

There is a split in the Administration, with Eagleburger 
(please the Europeans), Myer Rashish and Hormats at State 
all lined up in f avor of the deal. DOD, while opposed, has 
not gotten Weinberger up to speed and will need more time 
to do so. 

S ecretaries Regan, Baldrige and Brock are all in favor, but 
do not appreciate the Security aspects. If an NSC meeting 
does take place, Brock should not be there. He is not a 
member of the NSC; if we start bringing in heads of outside 
a gencies we will shift the focus away from national 
s-ecurity to other considerations. 

• Furtherr Brock is a natural politician who is emerging 
as the spokesman for business in the us: Baldrige feels 
threatened by this (according to business contacts). 

• - If Brock is present in the NSC as STR on this issue, 
Baldrige will be driven to stronger positions in an 
effort to outdo him. 

-- -The Republican Party Platform says that if national security 
is even indirect ly affected, technology and resources should 
not be transferred. 

• · The advocates argue that we will withhold technology 
for oil and gas development in the Soviet Union and 
allow only the end products to go. 

• - This sounds like a tough policy but really is not; 
it is the old Carter policy (although the IG 
papers do not say so). 

•• The fact is that most trade is in end products; not 
technology. In the case of oil a n d gas exploration, 
the things the Soviets need most are: 

•• Sophisticated compressors 

•• Submersible pumps 

•• Oil drilling equipment 

•• Pipe laying equipment 

o And these are the things we will be giving to a nation 
which otherwise could not develop oil and gas resources 
without outside help. 



SUCIBJ~ 
3 

The real question, obscured in the IG papers, is whether it is 
in the national interest to further Soviet development of oil 
a nd gas; to allow the Soviets to become a major supplier for 
Europe; and in return to become a major customer of European 
businessmen. 

• If one agrees that it is not in the US interest to 
allow this to happen, then the only question is what 
one can do to impede development of Soviet oil and gas. 

The key thing to decide first is whether or not you favor 
.further development of the Soviet oil and gas industry-­
t hen look for ways to impede. 

• The advocates (who take somewhat a defeatist view) 
say that i£ we don't join in this venture, all we 
will do is deprive American businessmen of a share of 
the action because European and Japanese businessmen 
will simply take their place in the profit line. 

• Of course, if one has stupid policies and pursues them 
stupidly, this would be true, and the net result of 
export controls would be to depress American business. 

• But there are other than stupid policies: one could go 
to the . Allies, make a hard sell that export to the 
Soviets of oil and gas end products is against their 
own security. Persuade them to adopt our analysis of 
the outcome as a matter of their own vital self-interest. 

Summary 

Big issue; not well organized. IG papers have obscured 
rather than narrowed options, some of which ·are made to 
sound tough but are not. 

NSC is a place to resolve big issues, but this is not the 
way the process should really work, and we don't need 
another confrontation between State .and Defense, especially 
over ill-defined papers. 

Defense interests are not tied together yet on this one 
and we do not have the votes to win. 

· S'DCR:E'i'-

• Haig's friendly pro-pipeline staff propelled him into 
a meeting with Baldrige as soon as he got off the plane 
from Hawaii,still agitated over the Kirkpatrick affair~ 
He agreed to the NSC meeting before he had all the 
facts .. 

• While first NSC meeting is supposed to be a discussion, 
the outcome cannOt be controlled, and positions will 
only harden. 
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RECOMMEND 

Postpone the NSC until Thursday, 9 July, as it will take 
that long to get our act together and work on Al Haig. 

In the interim, require an SIG based on a more sharply 
focused IG paper. 

Separate the apples of whether or not the pipeline is 
desirable for US interests from the oranges of how to 
impede it. Both issues are mixed up in the IG paper. 

----

cc: Allen Lenz 
Norman Bailey 
Henry Nau 
·Richard Pipes 

Approve Disapprove 

I( 
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BY NARADATE~U THE WHITE HOUSE 
.D;.1:,1....__ ! ' WASHINGTON 

elECRfl'fl July 6, 1981 

MEMORANDUM FOR THE HONORABLE ALEXANDER M. HAIG, JR. 

SUBJECT: 

The Secretary of State 

THE HONORABLE CASPAR W. WEINBERGER 
The Secretary of Defense 

Request for Description of Scenario for 
Implementation of Recommended Siberian 
Pipeline and Oil/Gas Controls Options (C) 

Today's NSC meeting revealed significant differences in your 
recommendations on U.S. policies concerning Oil and Gas Controls 
and the Siberian Pipeline. Despite these · apparent wide differences, 
speaking to the necessarily broadly-stated policy choices provided 
in the options papers leaves ample opportunity for communication 
failures and lack of a mutual unde~standing of the respective 
positions. ( S) 

- ·-· 

In view of th~ importance of the Siberian Pipeline issue and 
the urgent need to develop our position before the Ottawa Summit, 
I suggest that you both provide, by close of business Wednesday, 
July 8th , for use at the Thursday, July 9th meeting, a five to 
six page paper elaborating your position by describing what 
specific sequential actions should be taken to implement the 
options you support in the Oil/Gas and Siberian Pipeline issues. 
Each scenario should respond to, but need not be limited to, the 
following questions: 

For Secretary Haig 

o Specifically, what is implied by a "very tough Option 
III" qn the pipeline? What would our objective be? 
What ~ressures woul d b e app l i ed ? 

o What specific steps should be taken to improve the 
safety net or scale down the project? 

o What specific steps, if any, should be pursued to 
improve Allied bargaining on terms of the transaction 
and to eliminate subsidized e xport credits? 

o What would the content be of the "strong alternative 
program" you indicated we should take to Ottawa to 
support our "skeptical view" of the pipeline? 

91::CRE'l 
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For S-ecreta-ry Wienber·ger 

o What is the objective of your pipeline recommendation? 
stop? Delay? Scale down? 

o What incentives or pres&ures should be brought to 
bear on our Allies to motivate .them to foliow our 
leadership? How should this objective be implemented? 
Unilateral U.S. restrictions? Restrictions only after 
Allied cooperation is obtained? 

o What Allies would be approached and in what sequence? 
Do you recommend bilateral arrangements to stop the 
pipeline without French/German agreement? If yes, 
with whom? · 

For Secretaries Haig and Weinberger 

I 

o What should the President say at Ottawa? To whom? 
Private conversations? To the group as a whole? If 
private conversations, in what sequence? 

o What should we propose for post-Ottawa actions? Follow-
on meetings? When? At what level? 

Your responses to the above considerations w~uld be of great 
assistance in the NSC review of these important questions. (S) 

FOR THE PRESIDENT: 

-

?,~-<_ 
Richard V. Allen 
ssistant to the President 

for National Security Affairs 

lj 
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DESCRIPTION OF OPTIONS 

NATIONAL SECURITY AND SOVIET ENERGY CONTROLS 

Security Controls 

Restrict Equipment and 
technology critical to 
military production and 
use. 

Restrict as in I olus 
items for Defensepriority 
industries which would 
significantly enhance 
Soviet military. 

Restrict as in II but for 
all items for use in 
Defense priority industries 

Oil/Gas 

Deny all oil and gas 
equipment and tech­
nology licenses. 
Pressure our Allies 
to do same. 

Attempt less restric­
tive multilateral 
approach than in I. 
Deny licenses while 
consulting with 
Allies. 

Strong effort to 
impede major Soviet 
energy projects thru 
multilateral action. 
Deny licenses while 
consulting. 

Deny exports of 
technology. 
License equipment. 

No special controls 
on oil/gas equipment 
and technology. Con­
tinue existing secu­
rity controls. 

Siberian Pipeline 

Deny U.S. Licenses. 
Press Allies to can­
cel negotiations. 

Withhold U.S. licenses 
Encourage Allies to do 
same until safety net 
plans set. 

Recognize inability 
to cancel or signifi­
cantly delay project. 
Continue work to 
minimize strategic 
implications. 

Lassez :caire. 
Let market determine 
European energy import 
and securitv oolicies. 

AGENCIES POSITIONS ON 

Caterpillar Pipelayer 
License 

Deny the license. 

Deny if Japanese wil l 
also deny. 

Approve the license. 

DECLASSIFIED 

NATIONAL SECURITY AND SOVIET ENERGY CONTROLS 

NI .RR fofe · ll'i/9:U. 1PJl'J 

BY Kl:'6 NARADATEct/m/u .. 
Caterpillar Pipelayer 

Security Controls Oil/Gas Siberian Pipeline License 

II IV Tough III Issue License 

II plus ad hoc III I Security Interest I to II I (Deny) 

I I or II? ! 
I 

I 

II - Tighten at top I I - Loosen at bottom IV III Issue (III ) 
I 

I 

II III or IV 
I 

II, but III ! II 
I more practical 

Modified ' I II I 

I Limited to hit IV III Issue (III ) 
technology - ess con- I 

cern re product : 
i I 

: I 
I 

II IV III I Issue (III) 
I 

i i ' 

I 

I 

As close t o I II as 
Allies will accept 

As t ight as ?OSSible 
II - III 

I II 
I 

I II ?lus itSI!I by 
anal ysis toward 

I 
I 

i tarn 
III 

Implied I or II 

I 

IV 

I 

Implied I or I I Implied deny 

I-II Deny (I) 

II I I ssue ( II I ) 

I I 
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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

•OOtiPID~UTLWs July 7, 19 81 

MEMORANDUM FOR NORMAN ,BAILEY 

FROM: RICHARD PIPES<# 

SUBJECT: Siberian Gas Pipeline Project 

My personal preference would be for the position taken by the 
UN Delegation. The importance of a strong stand in this instance 
is not merely economic or military: it is above all political 
and psychological. If we go along with the pipeline project and 
license Caterpillar, we will merely confirm suspicions (engendered 
by the decision to lift the grain embargo) that we preach but do 
not practice economic warfare, and certainly do not intend to 
hurt our own interests. This issue may be well worth a drag-out 
fight with the Europeans, the more so because the rise in interest 
rates and the decline in gas consumption have already dampened 
European enthusiasm for the line. (C) 

By the mid-1980s the Russians are . expected to run out of oil 
reserves which bring them their largest hard currency returns. 
Just at that time the West is to come to their rescue with the 
completed gas pipeline. The money earned by the Soviet Union 
from energy exports goes for a variety of domestic and foreign 
causes that bode no good. The less hard cash the USSR has, the 
less mischi~f it can cause us and our friends. (C) 

COHFIBEWflIMs 
Review July 7, 1987. DECLASSIFIED 

'~ 

NLRRftC, .. fl'l /4 ... lb111 
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V GONFIO~TIAL-
MEMORANDUM 

NATIONAL SECURITY COUNCIL 

July 8, 1981 

COWFL9El!~IPI}d5:s 

INFORMATION 

MEMORANDUM FOR ALLEN LENZ 

FROM: NORMAN A. BAILEY 'lfb 
SUBJECT: 

Objective 

NSC Staff Consens~s Position on Oil/Gas 
Development and Technology Policy with the 
Soviet Union: Objectives, Policy, Strategy and 
Tactics 

As part of an overall objective of impeding major Soviet energy 
projects while consulting with allies, delay to the maximum 
the Siberian pipeline project through a lengthy process of con­
sultations, in the hope that this will eventually kill or sig­
nificantly scale-down the project and at a minimum drastically 
upgrade safeguards. 

Policy Recommendations 

1. The NSC should now determine that the project, at least 
as presently constituted, is a serious security threat to the 
Western alliance. 

2. The presumption should be that the U.S. will vigorously 
and persistently oppose the project and others like it. 

3. In the interim, the U.S. should deny the pending initial 
application by Caterpillar for the export of 200 pipelayers. 

4. We should inform Europe and Japan that we are inclined 
actively to oppose the project but request high-level discussions 
designe d to pool i n f ormat ion, e x change viewpoints and arrive at 
a consensus. Included in the discussions would be alternative 
supplies, security concerns, identification of and commitment to 
vulnerability reduction measures and ways of modifying financial 
terms. The goals of such a move are: 

-€01!iF :EDBN'P I :i\15 DECLASSIFIED 
Review July 8, 1987 
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(a) To eliminate undue friction and confrontation 
with our allies by first using persuasion to justify and 
promote our views, thus avoiding an outright veto of the 
project if possible. 

(b) To give them a fair chance to modify our views 
and air their position, since we do not now have technical 
data allowing us to render a final, accurate judgment on 
their vulnerability. 

(c) To provide an opportunity to institute emergency 
preparedness measures which are needed even in the absence 
of the project. 

(d) To establ i sh a precedent and forum for exchanges 
of views and closer cooperation on a broad range of energy 
security matters which would allow us, among other things, 
to head off similar projects before they are this far 
advanced. 

5. It is unlikely but conceivable that the imports could 
be made minimally acceptable from the viewpoint of direct 
European vulnerability if they were scaled down drastically 
(perhaps by half or more), if they were financed on a commercial 
rather than subsidized basis, and if a very firm commitment were 
made to implement extensive emergency· preparedness measures. The 
goal would be to persuade Europe to treat the USSR as an insecure 
interruptible source of marginal supplies, priced accordingly. 
This would not be possible if the USSR supplied 30-40% of Europe's 
gas supplies. 

Backup Arguments 

1. Projections of overall European supply needs depend 
upon many unknowns, especially on the price of gas (which is 
likely to rise considerably), the availability of oil, and the 
effect of these factors on demand for gas. 

2. In any case, the 40 bcm/y level of the project cannot 
be and has never been justified by the level of absolute need. 
Rather Europe has contended that the partial replacement of oil 
imports with imported natural gas will be beneficial to its 
security, a highly dubious assumption given that the USSR and 
Alger i a will supply about half the Continent ' s needs . 

3. Volumetric reliance on Algeria will probably not be 
reduced from what it would otherwise be if the project is agreed, 
and vulnerability to Algerian manipulations under certain likely 
conditions would actually increase. 

- 90N¥Il9EHlfIAL 
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4. Even if Europe could convince the U.S. that vul­
nerability could be confined to an acceptable level, the 
overarching security problem associated with foreign exchange 
and technology transfers would continue to affect the U.S.' 
security in an indirect but important manner. The U.S. should 
immediately lay the ground for a consistent policy of denial 
to the Soviet bloc of energy, related equipment and · technology. 
This will not be easy, however, because U.S. credibility in 
this area is low due to perception that we have taken advantage 
of our allies in the past and because of our policy on the grain 
embargo. 

5. It is not a foregone conclusion that Europe will go 
ahead with the project in the face of forceful U.S. opposition. 
There is every indication that both the security and economic 
dangers involved in the project have been only superficially 
examined by Europeans. U.S. arguments are strong and might by 
themselves weaken European resolve or lead the Continent to 
impose conditions unacceptable to the Soviets. The universal 
enthusiasm engendered by the project only six months ago has 
now partially given way to second thoughts and increased caution. 
Even such relatively fleeting events as a temporary rise in 
interest rates has led them to reexamine and stall the deal. 
There are different interests and outlooks distinguishing the 
views of various countries. This is particularly true in the 
case of the French, who have indicated they might be weaned away 
from the pipeline project if certain attitudes are taken by the 
U.S. with reference to Algerian, Norwegian, Nigerian and 
Trinidadian gas. 

6. The short-term tension which might be created by such 
a confrontation is preferable to the lasting and. basic allied 
policy differences which would arise or be exacerbated as a 
result of Europe's increased uncritical commitment to detente 
and its growing economic dependence on USSR as embodied in the 
proposed gas imports. The U.S. must face the fact that Europe 
and especially West Germany have already been to a large extent 
neutralized by trade with the East and that a break and eventual 
reversal of this pattern of dependence will not therefore be 
accompanied without some clashes or protest. 

7. A firm stance on the pipeline and energy technology 
issues would convince Europe that the Administration has adopted 
a cons i stent policy and one d i sti nct from tha t o f the Carter 
Administration. The U.S. would establish itself as a force with 
which to be reckoned on East-West and energy security matters. 
Increased respect for the U.S. and caution on the part of Europe 
are outcomes at least as likely as backlash and resentment. The 



-ee>tU: IDE!HTIA.a. 4 

U.S. would lose all credibility with Europe on these issues 
and on trade embargoes and East-West policy if it were to 
approve the highly symbolic and intrinsically important 
Caterpillar export and pipeline construction proposals. 

Strategic Implementation of Policy 

Considerable initial delicacy would be required because the 
U.S. would aim to establish a position sufficiently strong to 
force the Europeans to agree without delay to exchange infor­
mation on the pipeline deal and its security implications and 
to deal with us seriously -- but notso strong that it seems 
the U.S. is dictating their policy and thus humiliating them 
internationally and before their left-wing domestic consti­
tuencies. President Reagan's personal exposition and endorse­
ment of the policy will almost surely be needed to accomplish 
these goals. 

The ideal opportunity to deal with this matter is presented 
by the upcoming Ottawa Summit, where the issue would have to 
be dealt with at three levels: in the final communique, in 
the President's speech and on the less formal and bilateral 
level. Consultation on this issue might be coupled with con­
sultations on interest rates and exchange rates. This would 
be a powerful incentive and work to separate the French from 
the others, at least in terms of delay. 

Since the final communique for the conference is even now being 
negotiated, the U.S. will have to move rapidly to insert lan­
guage covering this issue. Because the boundaries for accepted 
communique language are rather narrow, the time for negotiation 
is quite short and the appearance of U.S. dikstat must be avoided, 
it will probably be necessary to confine language to a rather 
vague and bland statement which avoids specific mention of the 
pipeline issue but which establishes the priority and mechanism 
for intensified and allied coordination on energy security matters. 
Under the energy section of the communique, this might be covered 
in language similar to the following: 

(The parties agree to) give priority to a high­
level study of prospective changes in patterns 
of dependence on foreign energy supplies and of 
the need to bolster allied preparedness for energy 
emergencies. 

In Reagan's speech, the U.S. would have to establish itself as 
a tough customer which must immediately be reckoned with in 
a serious manner on the pipeline and related issues. Language 

vGONFTQil}iq;IIA3s 
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along the following lines is recommended: 

"The security of the West's energy supplies is now both 
a vital objective and essential condition for our alliance of 
industrial democracies. An issue of particular immediate con­
cern is the proposal for a large natural gas pipeline from 
West Siberia to the European market. We do not wish to inter­
fere with the national energy policies of our allies. Yet much 
greater dependence on Soviet energy supplies would impair allied 
unity and security, so joint consideration of these problems 
is essential. The U.S. will defer any judgment on the desira­
bility of this pipeline until we have reviewed with our allies 
the implications . of their vulnerability to interruptions in 
natural gas supplies. Because negotiations on the project are 
now far advanced, immediate, detailed yet high-level discussions 
of the issues involved should commence within the next few weeks, 
and it is the U.S. hope that regular coordination of energy 
security matters would cqntinue even after this issue has been 
decided." 

After the President's formal presentation, the U.S. delegation 
will be required to follow up with intensive lobbying on . beha-lf 
of the U.S. position and the establishing of detailed arrange­
ments for meetings on the issue. Such meetings should begin 
as soon as possible, in August; the U.S. could push for their 
conclusion sometime in the first half of 1982. Europeans will 
doubtless counter with the insistence that the contract is to 
be decided by the end of the year and that discussions therefore 
can take no more than a few months; the U.S. could push for a 
compromise date of late January 1982. 

The composition .of the working group will be .important. At 
least on the immediate issue :of the Siberian pipeline it would 
probably be advisable, for reasons of flexibility and due to 
the time constraints involved, to limit active participation 
to the U.S., the FRG and France, with -other potential consumers, 
Norway, the UK and Japan kept well informed and able informally 
to have some input. If the core group was larger, it would 
logically include Italy and -Netherlands as well, since they 

1/) 

would be the other major buyers of Siberian gas and the Netherlands 
would repres.ent countries which might be called on to maintain 
surge production capacity. The make-up _of - individual delegations 
should relfect the strong emphasis on security issues and avoi~ 
over-representation of the economics and finance ministries which 
have apparently dominated the European decision-making process 
thus far. Defense, foreign affairs and energy/technology/eco­
nomics constituencies should probably be equally represented on 
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each national negotiating team. The delegations should 
contain sufficient expertise and back-up support ·to investi­
gate technical aspects of vulnerability and emergency pre­
paredness issues, but leadership and representations should 
also be at a high level so as to emphasize the seriousness 
with which the U.S. views the consultations. The U.S. dele­
gation, for instance, should probably be at. least nominally 
headed by the Secretary or Deputy Secretary of. State or an 
official of equivalent prestige, and the actual negotiations 
could be supervised by senior experts from the three basic 
areas involved. A National Security Council coordinating· 
committee at the Under Secretary level would be one possible 
alternative. 

Attachment 
Tactical Implementation of s·trategy 

cc: Robert Schweitzer 
Jim Lilley 
Don Gregg 
Henry Nau 
Rud Poats 

~~1ard Pipes 
William Stearman 
Jim Rentschler 
Dennis Blair 
Carnes Lord 
Mike Guhin 
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Tactical Implementation of s ·trategy 

I. Disseminate information o·n the political and economic 
dangers of the project. 

Undermine support for the project at meetings of the proposed 
high-level energy security group, in financial circles, among 
shareholders and the politically active, and within the populace 
at large by providing information and implicitly or explicitly 
encouraging questioning or dissent from the prevailing view 
that the project is sound from an economic point of view and 
presents no security risk. Emphasize the dangers which have 
thus far apparently been largely ignored, including 

-- the possibility of and provisions for cost overruns 

-- the possibility that the gas will not arrive i·n time 
to alleviate a potential supply shortage in the late 1980s 

-- problems regarding the security of natural gas supplies 
in general, especially when the USSR and Algeria will provide 
about half of Europe's supplies and given the much lower 
fungibility of natural gas as compared to oil 

the USSR's poor record on and prospects for reliable 
winter delivery 

the dependence of certain industries on Soviet orders 

the potential disproportionate dependence of certain 
areas of the country on Soviet gas 

-- the many ways in which the Soviets and others could 
implicitly or explicitly reap political benefits from the 
project 

-- the arguments on behalf of a strict technology transfer 
policy. 

Approaches to those with financial interests in1.the successful 
completion and operation of the line may be particularly ef­
fective, although circumspection would have to be observed to 
avoid improper interference in the domestic affairs of a friendly 
country. 

-- Encourage shareholders in Ruhrgas, Deutsche Bank and 
similar institutions in Germany and elsewhere which will have 
a financial stake in the deal to look more closely at the 
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cost and viability of the project and the technical difficulties 
it may encounter. 

-- Work especially through Americ·an-owned companies or 
affiliates and possibly encourage sympathetic allies to do 
the same (e.g. Exxon and Shell own 25 percent of Ruhrgas, 
the leading proponent of the project, and Mobil and BP ap­
parently also own significant shares through -their partial 
ownership of other companies}. 

Provision of inf·ormation on the Alaska Natural Gas Transpor­
tation System (ANGTS) could be a particularly effective mode 
of dramatizing the economic and financial uncertainties i n­
volved in the project. Our thus-far unpublicized analyses of 
the technical, commercial, and financial risks and costs of 
the ANGTS could be used as a basis •for pointed criticism of 
the terms and expectations for timely completion of the 
Siberian project. Although this anslysis should be very per­
suasive, the danger would be that the material could be leaked 
and might damage U.S.-Canadian relations and undermine the 
ANGTS project itself, although this might not be a total lia­
bility if the Administration decides to extricate .itself from 
commitment to the Alaska line. 

II. Tightening Contract Terms 

1. Eliminate hidden or overt subsidies to the USSR. 
Force the project to compete in the commercial market with 
other energy development projects. This may imply abandon­
ment of even the gap between normal commercial rates and the 
prime rate for large-scale long-term projects (e.g .. in February 
Germany claimed the normal prime rate for a project such as 
the Siberian one was 9.75 percent, but the commercial rate even 
then was 13 to 14 percent). · 

2. Considerably shorten the loan payback period, which 
is one of the more dangerous provisions directly elevating 
European vulnerability to manipulation. Consider payback 
through means other than gas del i veries ; 

3. Remove direct government sponsorship of the deal by 
eliminating credit guarantees and forcing private industry 
and banking cir cles to stan d b e h i nd or abandon t heir claim 
that the USSR is an extremely dependable commercial partner. 

4. Insist that the price paid the Sovie.ts be less than 
that accorded politically and technically reliable exporters 
such as Norway, Netherlands and Canada, on grounds that in 
the past they have not been reliable suppliers during peak 
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season when . this· is most important, and this necessitates 
the provision of expensive extra storage facilities plus 
increasing vulnerability to reduction in North African or 
other supplies. 

5. Reject contract provisions designed to allow unusual 
flexibility in delivery schedules; at least s0me countries 
in Western Europe now maintain such provisions in their agree­
ments with the USSR. Instead,. institute a penalty for under­
delivery of gas, especially when this occurs during peak 
season, thus giving the USSR some incentive to give first 
priority to foreign over domestic customers. 

6. Eschew "take o·r pay" type provisions which would 
obligate Europe to offtake a certain amount of gas even if 
there is no market for it. 

7. Cut the level of initial S±berian ·contracts to the 
bare minimum which individual countries feel they absolutely 
require and seek an option to import more later if oil supply, 
price and security considerations justify a policy of backing 
out oil with natural gas from the Soviet Union. 

8. Insist upon floating interest rates so that Europe 
is protected if the money market remains in its present state 
or is volatile in the future. 

9. Encourage Europe to bargain with the Soviets and 
others by means of a transnational consortium formed for each 
project. This would help lessen consumer competition, which 
now benefits the producers, help ensure that those most in 
need secure a share of available supplies, and reduce the 
financial exposure and political vulnerability of individual 
countries. Eventually such a history of cooperation might 
provide the basis for a counterweight to a gas producers' 
cartel if such a policy were deemed desirable. 

Europe formerly negotiated with the USSR in this manner, but 
this time the Soviets have insisted upon negotiating with 
each nation individually. Italy has urged the other countries 
to form a consortium nevertheless, but claims that France and 
especially Germany have resisted this suggestion. 

III. Attempts to minimize the perceived need for Soviet gas 

1. Limit U.S. competitition for gas from Europe's natural 
suppliers (e.g. Algeria, Nigeria, Cameroon and possibly areas 
such as the Canadian Arctic) through accelerated decontrol of 
U.S. natural gas prices or a more stringent alternative fuels 
test for LNG imports approved by FERC. 

CO't<ll'"!!5!!N"f'P' I = 
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2. If the ANGTS project should collapse, the U.S. 
could consider exporting natural gas from the Alaskan North 
Slope to Japan. A share of Japanese domestic demand for 
natural gas imports could thus be satisfied by Alaskan gas, 
freeing up Persian Gulf and possibly other gas for European 
consumption. 

3. Encourage Norway to increase production of gas, at 
the expense of oil if necessary, in the context of their long­
term hydrocarbon development plans for the 1990s, and explore 
options for installing and financing excess gas production 
capacity for emergency use. 

4. Encourage the Netherlands to meet the needs of European 
suppliers during the late 1980s or early 1990s by offering 
short-term contracts above currently projected export levels. 

5. Press the Dutch to.accelerate offshore exploration 
and commit further onshore reserves to the export market as 
soon as discoveries are made. 

6. Provide earlier or stronger assurances of additional 
infrastructure to provide much larger and cheaper supplies of 
U.S. coal for the European market. Press West Germany to 
relax its quota on· coal. 

7. Help restore the domestic credibility and viability 
of the nuclear power option in Germany. 

8. Explore with the UK options for future surging of 
gas to the Continent duringemergencies. 

9. Encourage the Netherlands to store gas in depleted 
fields and maintain surge production and transporation capacity 
from operating fields. 

10. It could be pointed out that Europe might spread its 
risks by cutting back the Siberian project considerably and 
offering to invest the unexpended loans in other gas or energy 
development projects. Nigeria represents an obvious opportunity 
for such a policy because the government there may delay the 
Bonny LNG project due to funding problems, and Bonny would 
probably come onstream before the Siberian project if work now 
proceeded at full pace. 

11. An economic method of maintaining emergency surge 
capacity which would be available to Germany, Italy and . 
Switzerland under certain circumstances if the Dutch c~operated 
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would be for these countries to reduce their allowable 
offtake from present Dutch contracts and extend them as 
long as possible (five years is the period presently 
allowed) so that the deferred offtake can be used in an 
emergency. 

IV. Promote the implementation of vulnerability reductions 
measures 

While conceding the advantage of having a Soviet supply to 
reduce European vulnerability to oil and gas supply inter­
ruptions in which the Soviets have no interest or involvement, 
we should insist on the importance of greater all-around pre­
paredness (military as well as economic) for Soviet involvement 
in Near Eastern conflicts that threaten Western economic and 
security interests. This should occur whether or not the 
Siberian pipeline becomes a reality. 

The vulnerability . reduction measures potentially involved 
have been discussed elsewhere and need not be examined here 
in detail. Suffice it to say that care should be taken to 
gear them to the most like,ly and most dangerous suppl¥ inter­
ruptions -- which in turn will determine what proportion of 
attention should be paid to gas storage/surge and oil storage/ 
surge options, along with the cost effectiveness of these 
measures. For instance, future research on dual-fired capa­
bility should probably concentrate on the possibility of 
coal-gas or oil-gas mixtures, since at present most gas burners 
which can be switched to another fuel are configured for oil 
and vice versa, but this will be of little help in the most 
dangerous scenario, that involving a combi·ned Persian Gulf oil 
crisis and a reduction in gas supplies. 

The question of what constitutes "adequate" vulnerability 
reduction measures - will be a difficult one. Europe should 
be urged to gear its efforts to guard against the most dangerous 
scenario, mentioned above, and if such preparations are ex­
tensive, Europe will probably be protected against most other 
contingencies. However, given the problem even of dealing with 
a Persian Gulf oil interruption during tight market conditions, 
it is highly unlikely that satisfactory precautions eould ever 
be taken to control the dangerous consequences of a simultaneous 
oil and gas interruption. Some would argue that prote ction is 
"adequate" when Europe judges that it would be sufficiently 
secure despite an interruption to commit itself ahead of time 
to aid U.S. efforts during the most dangerous Middle East crises, 
those involving Soviet activity or interests. 
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European security could be fostered by offers of access to 
U.S. oil storage facilities. This policy might be both 
economically and politically advantageous to the U.S.; it 
would help solve some of the budgetary problems of the SPR 
and would encourage Europe (and give it an excuse) to co­
operate with the U.S. during a supply emergency. 

One problem which may develop with vigorous pursuit of 
vulnerability reduction options is that they will probably 
be very expensive and the question will arise as to whether 
they are worth the financial burden required and whether 
Europe will be inclined to reduce military expenditures in 
order to divert funds to energy security measures. In addition, 
there are already signs that Europe may try to maneuver the U.S. 
into picking up part of the tab, especially for the surge 
production facilities discussed in an earlier section. 



Dear Chuck: 

THE WHITE HOUSE 

WASHINGTON 

I am glad to have this opportunity to express some of my thoughts 
concer~ing the Siberian gas pipeline project to Western Europe. 

As you know, we oppose this project as making no sense economically, 
financially, politically, militarily ot strategically. Our reasons are 
as follows: 

First, there are many alternatives available which avoid dependence 
on Soviet gas. 

Second, the Western banking system, already under severe pressure 
from multiple reschedu°ling requirements in Eastern Europe and elsewhere, 
should not increase its exposure. 

Third, cost overruns and construction delays are . inevitable. Further 
credit demands will be made. If acceeded to, exposure will rise. If 
not, whatever has already been built will benefit only the Soviet Union 
and Eastern Europe and put repayment in jeopardy. 

Fourth, the Soviets are not reliable .suppliers, entirely aside from 
security considerations. There have already been multiple interruptions 
of supply from present, much more easily accessible fields for technical 
reasons. 

Fifth, the Soviet bloc will require continued massive imports of 
foodstuffs. Earnings from the gas will largely go to the suppliers of 
foodstuffs, and not to purchases from the gas consuming countries, thereby 
jeopardizing debt repayment. · 

Sixth, the idea of the huge Soviet market for European goods is a 
myth. In 1980 total commerce of the six proposed European consumers 
of Siberian gas with Nigeria alone was 73% .of tneir total commerce with 
the Soviet Union. 

Finally, there is no valid comparison between the West selling 
grain to the Soviet Union and buying gas from it. Grain is an essential 
commodity, and we control the leverage it provides. Gas sales constitute 
leverage that they have. 
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I hope that this letter will be of assistance in the deliberations 
of your Subcommittee. 

The Honorable 
Charles H. Percy 
United States Senate 
Washington, D.C. 20510 

Sincerely, 

Richard V. Allen 
Assistant to the President 
for National Security Affairs 
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MEMORANDUM,F.OR: The President 
The Vice President 
Secretary of State 
Secretary of the Treasury 
Secretary of Defense 
Secretary of Commerce 
Secretary of Energy 
Director, Office of Management 

and Budget 
United Stites Trade Representative 
Assistant to the President for 

Natioila1 Security Affairs 
Chairman, Joint Chiefs of Staff 

FROM: William J._ Casey 

SUBJECT: Siberian Pipeline 

The attached has been prepared for-~ur infoimation in connection 

with the NSC meeting this .afternoon. 
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CIA MEMORANDUM ON SIBERIAN PIPELINE 
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8 July 1981 

The United States should atte~pt to dissuade the Europeans from 
consummating the agreement. At a minimum, the Allies should delay decision 
pending a joint study of their energy security in the changing economic and 
political environment of the 198Os . These are the basic arguments that can 
be made: 

The i.pipeline will improve future Soviet economic growth 
and facilitate a military buildup which the West (especially 
the US) will have to counter. (Tab A) This probably will 
be the most compelling argument to the Europeans. 

It would replace their current hard currency earnings 
from oil which seem likely to dry up during the second 
half of the 198Os. The Siberian pipeline would thus 
prevent a reduction of the hard currency they have to 
spend from the current level of $24 billion to $12 billion 
and enhance the Soviet ability to extend their influence 
·over other countries. 

The Soviet gas will cover less than 3 percent of European 
energy requirements and is not needed to cover increases 
in European energy demand. Demand projections are being 
lowered greatly because of energy conservation and alternative, 
often cheaper .supplies of gas and other energy sources will 
be available. The argument that the pipeline would increase 
the security and the price of energy supply by diversifying 
sources and reducing dependence, • .£_n the insecure Persian Gulf 
is weak. 

~ . 

The $4 billion of an~ual Western exports for the pipeline 
would add less than 1/2 of l percent to the foreign trade 
of the Alliance. To the extent that these increments to 
Western energy and trade enable the Soviets to maintain or 
increase their military capability, the United States, carrying 
54 percent of the COCOM defense burden, would bear the brunt 
of responding. · 

The $16 billion European investment would be better spent on 
alternative schemes to ensure Allied energy security. Some 
combination of American and Australian coal, Norwegian and 
British gas from the North Sea, and Western capability to 
produce synthetic gas can satisfy the ~~estern European needs 
which the Siberian pipeline is intended to meet. (Tab B) 
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Tab A 

Impac t of t he Pipeline Project on 
The Soviet Military Effort 

/ DECLASSIFIED. 
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Soviets have increased defense spendin g in rea l terms at an average 
annual rate of 4-5 percent since late 7950s; military now cons umes 
12-1 4 percent of GNP . 

Economic growth is slowing and could drop to 2 percent or less by 
mid-decade. As a result, USSR will have increasin g difficulty 
i n maintaining pace of defense buildup. Military share of GNP 
could be a point or two higher in 1985 and three or four points 
higher in 7990 if past trends continue. More important, mi1itc.:ry 
could ta ke as much as three-fourths of annual increment to GNP 
by end ·of the decade. (Figures A-1, A-2) 

Although the pipeline project would not eliminate economic problems 
(tt ·~ould at best add a few tenths of a point to GNP growth), it 
could ease the strain considerably in key sectors and thus facilitate 
the military effort. 

Hard currency earnings from the project could maintain the 
Soviets' import capacity in the face of declining oil revenues. 
This would permit them to continue to import l arge amounts 
of Western machinery and equipment. (Table A-1 ) 

Technology transfer associated with the project will benefit 
domestic gas production--the key to meeting So vi et energy 
demands in the 1980s. It would enable the Soviets to purchase 
Western Arctic-design extraction and processing equipment, 
large-diameter pipe and compressors--items which the USSR 
cannot match in quality nor produce in the quantities required. 

These aspects of the project will aid the mili tary effort 
in two wa ys : some imported equi'pment financed by gas 
sales will likely be~used in military systems; other imports 
will be directed to civilian uses, reducing pressure on 
the defense industries to switch to non-military products. 

Co l lapse of the pipeline deal could significantl y increase Soviet 
long range economic probl ems and the difficulty of maintaining 
the current pace of their military programs. 

Hard currency earnings could fall by $10 billion or more 
by 1990, requiring major cuts in purchases of energy and 
of Western goods that cushion the defense effort. 

Defense-related industries such as electronics, chemicals 
and machine-building could be especially hurt, because they 
use much of the machinery and equipment imports. 

SEe~n NOFORN 
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Even without the 9,600 kilometers from Siberia n gas fields 
to Western Europe, their five-year plan ca l ls for them to 
build 15,000 kilometers of gas pipeline to meet their 
own energy needs. For them to produce in the USSR the 
equipment needed for these pipelines an d domest i c energy 
production, given likely trends in productio n of nava l ships, 
ground force weapons, and aircraft engines, t he Soviets 
would be forced to divert investment from other sectors 
and cope with important additional costs, delays, and 
stringencies. These could substantia l l y increase the 
Soviets' overall economic problems ~nd impose s i gn i ficant 
costs and difficulties in maintaining the pace of their 
military buildup. 

J:: 

These factors could induce the Soviets to at least reduce the growth of 
military spending (if not cut it in absolute terms ) . 

They would not necessari l y result in a reduction i n Soviet 
military capabilities. Soviet defense spending is now so 
high (Table A-3) that with reduced growth (or indeed with 
no growth at all) substantial modernization of the armed 
forces as a whole would continue. 

They could, however, require the Soviets to curtail or 
stretch out selected weapon programs and perhaps rreke them 
more forthcoming in arms control negotiations. 

t -
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Tab B 

The Impact of the Pipeline on Western Europe 

Although construction of the proposed pipeline would have a sub­
stantial impact on the Soviet economy and mi_litary potential, it would 
have little effect on Western Europe's economies but would make Western 
Europe somewhat more vulnerable t9 Soviet political pressure • 

. . 
Specifically, purchases of Soviet gas through the pipeline: 

• I: • 

~- Would not be needed . to cover increased energy d~mand; 

-- Would add to the problem, not to the solution, of · 
energy supply secti"ri"ty. . 

-- Would probably be an expensive source of energy. 

1. Will the Soviet gas be needed? 

(a) Prt>je~_tions of European ·energy demand are being substantia 1 ly 
lowered. · 

-- Between 1978, when the pipeline plans were first 
seriously .discussed, and this year, IEA's projections 
of West European energy demand in 1990 were lowered by 
almost 4 million -b/d. (See attached table). 

' -- IEA projection of total industrial nation energy demand 
was lowered by 16 millio~ 'o/d. 

-- The amount of. Savi et gas t~·'•'-te imported through the 
proposed pipelirr~ -~ .5 to .8 million b/d equivalent 
·is only about one eighth to one fifth as.:- large as the 
reduction .- in projected E..,uropean energy demand. 

-- This may not be the end of the story; demand projections 
may continue to be low~red· as information on the strength 
of market reactions to higher oil prices pours in. 

(b) Many projections of European demand for natural gas also 

\352.(p 
E. 0: 12968 

are being .lowered. 

- - Dur ing the pas t 2 years,LJ !have · 
AsAliiended 

Sec. l,Y le) 
lowered their 1990 forecasts by about tne vo1ume'of the 
projected Soviet deliveries. 
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(c) Alternative energy sources are availabl.e; 

-- Recent and likely future U.S. withdrawals from LNG 
deals with Algeria and tti.geria will make available 
more LNG frorif these sources·· to .. Western Eur-ope than is 
now projected in European plans. , Indeed, l·Jestern 
Europe is the only alternative market for this gas; 
The amount of additional gas made available to Europe 
is about 2.3 billion cubic feet per day, or 50-75 
·percent of the additional Soviet gas. US needs can 
be m~t from domestic, Canadian, .. and Mexican sources. 

-- After 1990, more than enough Norwegian gas can., be . 
: ·1developed to offset the Soviet gas. ·A sil)gle gas 

structure, discovered and explored during the past 3 
years, could produce at least two-thirds of the. · 
proposed Soviet deliveries by the early to mid-1990s. 

US coal supply will be ample· to meet increases in 
European coal demand substantially larger than now 
planned. The necessary adjustments in European energy 
policies would not be particularly difficult. ~uropean 
-i"nvestments in US co·a1- infrastructure--for example, in 

··huilding .. ·a 'large port capable of handling very large -c;oal 
aca.rriers..--would make the coal cheaper. Loss of ··sovi.et 
: gas could be· offset by some 40-60 mill ion tons of coal 
imports~· an increa-se of about one-third in current pro­
jections of West European· coal imports. 

2. Would. the pipelin~ enhance or weaken European energy security? 
•. 

(a) The European argument that the pipeline would i.ncrea~e the 
security of energy supply by .djversifying sources and reducing 
dependence on the insecure Pers'.t~n Gulf is weak, if not totally 
invalid. :_. ·( .. ~. 

Even if Soviet gas supplies were secure, .they would not 
provide insurance against the contingencies of interruptions 
of Persian Gulf oil, because--

(1) Soviet -gas would substitute for only a small part -. 
(less than 10 percent) of Persian Gulf supplies and; · 

(2) The supply of Soviet gas could not be expanded if 
the Persian Gulf or other foreign supplies were 
interrupted. 

' ' . 



I 

(b) 

(c) 

- tOIIFIDiHTJ0I 

Supplies of Soviet gas are themselves not reliable; they are 
subject to both technical and politica_l risks. 

-- The technical risks result from severe climatic conditions 
in the USSR and the near absence of spare Soviet pipeline 
capacity and gas storage; periodically the Soviets make 
large cuts in their exports to Western Europe to meet 
priority domestic needs (this point is well known to the 
Europeans) • 

-- Although in most likely circumstances Moscow would be 
loath to use its gas as a blunt-weapon to pressure 
Western Europe, because it needs the gas revenue badly, 

~it would be able to exert subtle political pressure. 
t : • • 

---Vulnerability to Soviet pressure would increase despite 
:the fact that increases in imports of Soviet gas-would 
about offset declines in imports of Soviet oil. For most 
of Weste1~n Europe, Soviet-oil is a marginal and variable 
source ·of·energy, for which alternatives can be quickly 
found. Soviet gas, however, would become part of the 
base load of European energy supply because of the high 
investment costs required. 

Although other sources of gas too ~re subject to -technical 
and political risks, in-a number of cases, these risks will 
probably decline; 

-- Specifically, Algeria and Nigeria both will become highly 
dependent on a steady flow of gas revenues to cover their 
expenditures. 

3. Is Soviet gas a source of cheap energy? 

(a) Soviet gas, if priced at appr;ximate ·parity with crude oil, 
i-s not cheap . . ~S a,1<:l ,Australian coal are substantially 

(b) 

· che_aper. 

If, as we believe, oil mar~ets co~tinue to be soft for several 
years, the bargaining position of gas importers will become 
stronger and stronger. Consequently, patient buyers are 
likely to get better terms. ., 

~ 
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DEPARTMENT OF STATE 

W ashington, 0 .C. 20520 

July 13, 1981 
RET 

with SECRET NODIS attachment 

MEMORANDUM FOR MR. RICHARD V. ALLEN 
THE WHITE HOUSE 

Subject: Siberian Pipeline 

As requested in your memorandum of July 10, I enclose 
the following records of U.S.-European exchanges and state­
ments regarding the proposed Soviet pipeline: 

Attachment: 

As Stated. 

OECLASSIFlED 

Schmidt Speech - May 22 
Black-Mozur - May 12 
Haig-Genscher - March 
Schmidt Spiegel Interview - February 23 
Haig-Francois-Poncet - February 23 

• Paul Bremer, III 
xecutive Secretary 

f state Guidelines, Jul 

__:::..--- NARA, Date_,_,___,__,_ 

'S~cREI 
GDS 7/13/87 



Chancellor Schmidt's Response 
.... to Questions at the National Press Club 

May 22, 1981 

Western•Europe-Siberian Pipeline 

Q: Do you feel that the Soviet-German gas pipeline will 
erode German security by making Germany vulnerable to 
Soviet blackmail? 

A: The answer is no, I don't feel that way. I would like 
to give you a more detailed answer; it's going to be a 
long one. Germany is lacking energy resources; what 
we do have is coal, and it's very deep in the earth, 
every new pit has to be dug down to 1100 meters down 
to the earth -- very expensive. To open up a new pit 
needs ten years, you have to spenq $1 billion before 
you get the first ton of coal out of it, so it's 
enormously expensive coal. Nonetheless, we have not 
given it up, we are still producing something like 
90 million tons a year. We'll maintain that. On the 
other hand, we are shielding off our coal from cheap 
competiton from the outside; now that's from Australia, 
from Polan c. or the United States, all of you have 
cheaper coal -- can produce by strip-mining, we can't. 
We need our coal to be kept alive, because we want at 
least some independence from external sources of 
energy. ~nd for the rest of our energy consumption, 
we try to diversify risks, so far we have too big a 
risk in oil, we have reduced our oil imports now, we 
have never had regulations on prices in Germany, we 
let the prices hit the public, and the public learned 
by these enormous prices at the gasoline station as 
well as regards heating oil. We have conserved a lot 
of oil and replaced oil by other sources of energy 
(I'm coming to that)~ Now there is less than 50% of 
all our total energy consumption. It had been 55%, 
it's now 37% or something. 

As for the oil, most of it comes f~pm the Middle East, 
which is dangerous, there is obviously some risk, some 
political risk to oil coming from the Middle East. 
Some of it is coming from England. We are trying to 
diversify the sources from which we get our oil. 
England is coming up, Norway will be coming up. 

Secondly, on top of coal and oil, we also diversify 
to some degree by basing our industry on nuclear energy. 
We have some grievances, some sad experience in that 
field. It's not so long ago that an American adminis­
tration together with their Canadian friends · told us 
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either stop exporting nuclear plants to Latin America 
or we will stop supplying you with nuclear fuel ~. ,-~W~e=----- - -

: ___ __ _ di-dn ~-t stop. our exports-·and ·we ·got·-che -··fuel -1n ··the _ _ 
- end, but it showed us tpat we must not be too dependent 

on other peoples' decisions. So we saw to it that al­
though nuclear energy is very cheap, we are not going 
to put all our eggs into that one basket . 
• 

The third basket would be natural gas. We don't have 
any on our own soil, we have to import it. We try not 
to have too much natural gas in order to diversify our 
risks, and secondly, in importing natural gas, we try 
to diversify our imports from different countries: · 
Algeria, Holland, England in the future, Norway in the 
future, while these very civilized countries prevailed 
as regards the prices, as if they were honorary members 
of OPEC. 

As to the Soviet Union we will not allow the Soviet 
Union to supply us with too big a share of our total 
gas consumption, and some share of our total energy 
consumption. So we limit risks there as well, and it 
would be very unwise, in natural gas, for instance, to 
be dependent only on let us say Algeria, even Holland. 
So I feel it's a long answer to a short question, but 
I gave you some feeling for the strategy we are trying 
to pursue . 

• 
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(Dr11f11ng Offiu :,nd Offiu,} 
DEPARTMENT OF STATE 

Memorandum of Conversation 

DATE; 

SUBJECT: East-West Trade Issues 

PARTICIPANTS: Gunter Black, Vice President, Deutsche Bank AG, 
Frankfurt 

Michael C. Mozur, INR/EC 

COPIES TO: EUR/EE 
EUR/CE 
EUR/SOV 
EB/TDC/EWT 
INR/SEE 

DATE AND PLACE: May 12, 1981 at Deutsche Bank, Frankfurt 

I 

L 

The discussion focused on the following three topics: 

--Yamal pipeline project: Black expressed the conviction 
that the project negotiations would eventually be con-· 
eluded successfully despite the current difficulties 
over Soviet demands for below-market interest rates. 
Renewed talks were planned for JunewhenaSoviet delegation 
·was expected to call upon the German seamless pipe repre­
sentatives in Dusseldorf, as well as negotiation partici­
pants in Bonn and Paris. Wh~le the bankers recognize 
that the pipeline issue is fraught with political concerns, 
they will take a purely business attitude toward the deal. 
Black indicated that Deutsche Bank had made a review of 
the political issues involved and was satisfied that the 
Soviet Union had a basic economic interest in the project, 
one which would outweigh competing political objectives 
regarding FRG (and Western Europe) dependency,..:.upon Soviet 
gas supplies:- Taking the attitude that "everyone in the 
industrialized world must be dependent upon someone and 
that the Midd~e East OPEC suppliers were not necessarily 
reliable partners", Black saw the potenti.al 30 percent 
share of German gas imports as an acceptable . level. 
Working in the pipeline's favor in the FRG was the sub­
stantial political clout wielded by the pipe industry. 
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EAST. ff£· URGED TMAT ALLIES PUSH AHEAD I~ 11AD~ID OIi 
BA• IS OF BREZHUEV COUC£SS I Oil. 

6. 11!fR. ON 11BFR, THE SECRETARY OBSOVED ,lKAT 
NEGOTIATIOIIS HAVE SERVED A UIHFYIIIG PURPOSE IIITHIN 
NATO AHO ADDED \IE 1/0ULD 1/ISH TO COIITIIIUE TO UTILIZE 
TH IS FORUl1 BOTH FOR I TS 01/ll SAKE AIIO AS A 110DEL 
FOR ALLIED CON.ULTATIOHS. REFLECTIUG HIS TRADITIONAL 

I 
' . - - - , ___ _:_"..'....-----.- - - -

- - · - - - AHITUDE, GENSCHER AGREED THAT MBFR \IA• USEFUL IN - · E . PRESERVING 1/ESTERN UNITY . HE POIIITED OUT, HOIIEVER, THAT 

X SOVIETS SAIi ltBFR PR I tlAR IL Y AS tlEAIIS TO I HPOSE LI 111 TS 
ON THE 8UIIDESIIEHR, AND HE EXPRESSED PARTICULAR D OPPbSITIOll TO PROPOSED so PERCENT RULE (ORIGINALLY 

I SUGGESTED BY CHAIIC~LOR SCHMIDT! UllDER 1/HICH 110 
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INDIVIOUAL All Y COUI.D HAVE 110RE THAN Si PERCEIIT OF 
THE REtlAIIIING FORCES FOLLOIIIUG A REDUCTION AGREE11E'IT. 
IF Tff'IS \/ERE SO, GEIISCHER •AID, Ill EVEUT OF 1/ITHORAIIAL 
OF US FORCES, IIKICH HE SAID COULD NOT BE EXCLUOED, 
THIS COULD FORCE REDUCTIOUS Ill THE &UUDESIIEHR IN 

· ORDER TO KEEP UIIOER THE SO PERCENT CEILIUG. THE 
SECRETARY SAID THAT \IE \/ERE ALSO ~KEPTICt.L OF LIKELY 
OUTCOME Ill MBFR BUT FELT THAT THE FORUl1 COULD BE 
USEFUL. 

1. (Cl ECOII011IC RElATIOll• !PROPOSED GAS PIPEL IHEI. 
THE SECRETARY ~OTED TH AT PROPOSED GAS PI PEL I IIE \/AS A. 
SENSITIVE IIITERNAL CUESTION IN THE FRG. \/HILE \IE 01D 
NOT INT£110 TO BECOME INVOLVED, DESPITE EFFORTS 8Y 
SOltE FRG OPPOSITION POL IT IC I AIIS, IIE I/ERE COHCERHED A!OUT 

. GREATER DEPENDENCE UPON sovi ET GAS SUPPL! ES AS 
A RESULT OF THIS PROJECT . HE URGED THAT, AS LONG AS 
THE POLISH SITUATION REltAINS so u1:CERTAIN, THE 
GERIIANS ltOVE SLO\llY ON THIS PROJECT, IN REPLY, 
GENSCHER RE ITERATED FRG COIITEtlT I 011 THAT OEPEH.PENCY 
QUESTION HAD BUN CAREFULLY EXAIIIIIED ANO THAT SOVIET 
SHARE OF UP TO 30 PERCENT or GAS SUPPLY \/AS FOUtlD TO 
BE "ACCEPTABLE ANO TOLERABLE.• HE CLAIMED THE FREIICH 
AGREED 111TH THIS COIICLUSIOll , AHO A~i:Eil THAT IT \/AS 
111POSSIBLE AT THIS POINT TO PREDICT HOii VERY • 

· C011PLICATED NEGO\IATIO~ 1/0ULD PROCEED. ECOllOIIICS 
111NISTER LAMBSDORH, HE SAID, 1/0ULO BE PREPARED TO 
DISCUSS THE PROJECT Ill GREATER DETAIL 1/ITI+ US 
OFFICIALS, BUT HE STRUSEO AGAI~ FACT THAT FRG 
AUTHORIT IES HAO VERY CAREFULLY EVALUATED THIS PROJECT, 
KE ASKED THAT us HELP7111ESTERN EU~OPEAIIS o:vERSIFY 
GAS SUPPLY 8Y PERSUADIIIG l!ORIIAY TO SE IIORE FORTHCOl11NG. 
THE SECRETARY SUGGESTED THAT BOTH TH: UK AIIO IIORIIAY 
COULD BE HELPFUL 011 RE SOURCES ANO PRICING. 

. ALLIED IIILITARY CUESTIONS 

a. (SI THE SECRETARY ADV ISED GEtlSCHER THAT HE HAD 
THREE 111 HOR PO I HTS IIIVOL V ltlG U• IIEAPO!lS PROGRAl1S 
1/H I CH IIOULD BE CONE PUBLIC KIIO\ll E OGE F ROIi THE NEIi 
DEFEIISE BUDGET ANO 1/HICH COULD CAUSE PRCELEl1S FOR THE 

GERMAIIS IF THEY \/ERE II OT PREVIOUSLY IIIFCRNED. HE 
CITED !Al SLCM OEVELOPMEIIT , \IMICH HE CM~ P. ACTERIZED 
AS A COH VEIITIOIIAL PROGRAt1 IIOT OF 111MEDl ~TE COIICERN 
TO TH E FRG ; (SI OE ~ElO?r.rnT OF BIUARY C~El11CAL 
~H PO II • , IIH I CH HE POIIITEO OUT \IAS A f I VE YEAR LOIIG· 
TEP.11 PROGP. AM Otl l.'IUCH 110 Ot PLOl11E tJT O~ Cl ~IOII HAO BEEN 

rl~Df . H( EX, LAll:fO THAT ~·£ ,'£RE U!:O,RT/,~lllG THIS 
PRCGRAH etC AL1, E OF \/H AT ·~, cc1: s10H ED TO 6E lti C~EASWG 
liESTE RII VULIIERABILITY , lo OOIIIG THAT IF II: DID li OT 
nootRlll2E Ill THIS AR EA THERE vo: : ~ rr ~o HOPE FOR 
J;EGOTIAT lllG RESTR~IIITS ~•: TH TH E SOVI ET S; 1110 IC) ERII, 
or: \lrl lCH HE A:lill~C:0 GtllSC~ER THAT All us IS uu,Eli• 

DECLASSIFIED 
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TAK I NG CURREIITL Y IS PROOUCT I 011 OF COl1POIIENTS. NO 
OEPLOYIIEIIT DECISIO:I HAD 8(£11 MAD(, AIID HE SAID \IE 
\/ERE VERY \/ELL AIIA~E OF THE PRODLEIIS ERi/ HAS CAU.£D 
AND CAN CAUSE FOR OUR ALLIES. Oil LATTER POINT, 
GEHSCHER SAID HE 1/0ULD IIEVER FORGET HIS U71 INVOLVEl1ENT 
IN TH IS ISSUE • 

9. _(Cl __ ~OF COIIIIAIID • . .REGARDIIIG ROF, - THE ·SECRETARY 
--- - -saio HE BELIEVED THAT SACEUR SHOULD 8£ IN COl1MAND 

NOT REPEAT NOT BECAUSE HIS TROOPS IN EUROPE 1/0UlD 
.. 8£ DEPLOYED TO OTHER AREAS BUT BEC/.USE SACEUR \/AS 

UNIQUELY SITUATED GEOGRAPHICALLY AND IN TERIIS OF 
HIS POLITICAL/111LITARY CONTACTS TO C01111AN0 THIS FORCE. 
IT I/AS I IIPORTANT, THE SECRET ARY PO IIITED OUT, THAT THE 
C0t111ANDER OF THE RDF BE Al/ARE OF I 11PLI CATI OIIS or 
RDF DEPLOYIIEHTS FOR SITUATION IN EUROPE. SACEUR 
VAS, COIISEQUENTLY, BEST ABLE TO EXERCISE THIS 
RESPOIIS IS I LI TY. GEIISCHER SAID HE FOUIID TH IS 
ARGUl1EtlTATION COIIVIIICING AIID SAID HE THOUGHT IT \/AS 
IIIPORTAIIT THAT 4.IS EXPLAIII DECISION ON THIS TO THE 
ALLIES IF SACEUR \/ERE DESIGNATED AS COl1MAIIOER OF RDF. 

U. (Cl 011 QUESTION OF POSSIBLE REDUCTIOII OF US 
FORCES IN EUROPE, THE SECRETARY SA I 0 HE FULLY UtlOER· - • 

j 

SEBRET 

~!~~~o~~:~ c:?,~~:~~~-: ~"c~~~;~. -HA~~N:~~;:.
0:;~~s HE~~~ __ ; __ =::~~-~:= .·. :~; 

SHARED THIS VIEi/ ENTIRELY. 

11. (Cl FRG DEFENSE BUDGET. REHRRll+G TO ·DEFENSE 
111NISTER APEl'S AIIHOUNCENEIIT OF CHAIIGES IN 1/EAPOlfS 
PROCUREl1EIIT SCHEDULES, GENSCHER SAID APEL 1/0ULD 
EXPLAIN THESE DECISIOIIS Hll1SELF DURING HIS 
IIARCH 23-25 VISIT. HE t.ODED, KOi/EVER, THAT HE 
\/ANTED THE SECRETARY. TO kNOII THAT THE FRG 1/0ULD 
CARRY OUT ITS NATO PROGRAIIS, CITltlG IN · PARTICULAR 
"TORNADO" ANO LEOPARD II. ACQUISITION OF SEVENTH 
AND EIGHTH FRIGATES 1/0ULD 8£ DELAYED AND "ROLAND" 
1/0ULD GO ONLY TO THE ARl1Y. HE CONFIRl1ED THAT THE 
FEDERAL GOVERNMENT HAO REACHED POSITIVE DECISION 
ON ALL EIGHT POlllTS or At1BASSAOOR STOESSEL'$ 
NOVEMBER 4, 198" HOST NATION SUPPORT DEIIARCHE AND SAID 
APEL IIOULD BE PREPARED TO DISCUSS THE DETAILS. THE 
SECRETARY SAID HE l/£LCOIIED THIS E1.PlANATION, AOOIHG 
THAT \IE \/ERE HOT ALARMED SY PRESS REPORTS. HE SAID 
\IE ARE PLEASED 111TH DECISION OIi HOST IIATIOU SUPPORT 
IN VIEi/ OF URGENT NEEDS TO lftPROVE FORCE OEPlOYltENT 
AND llVING COtlDITIOIIS. OH GEtlERAL SUBJECT OF DEFENSE 
BURDEN, HE STRESSED IIEED TO AVOID GIVIIIG SKEPTICS_ 
IN OUR COIIGRESS AMl1UH IT I ON ON ISSUE OF ALL I ED 
BURDENSHAR IIIG. ALL NATO 11E116ERS MOST 00 MORE FOR 
COMNOU OEFEtlSE, DE SP I TE DI HI CULT ECOIIOM IC SI TUAT I OIIS 
THROUGHOUT THE All IAIICE, HE ADDEO. THE THREE PERCEHT 
DEHIISE SPEIIOUIG TAP.GET HAO LED TO UllllECESSARY 
DISPUTES BETIIEEtl THE US AIID THE FRG AIID REFLECTED 
A LACK OF UIIOERSTAIIOIIIG ltl 1/ASHINGTOII Of HOii THE 
FRG PLAIINING PROCESS 1/0RKS. 

INNER-GERMAN. RELATIOIIS 

12. (Cl AT THE SECRETARY'S REQUEST, GEN~CHER REVIEIIED 
CURREIIT STATE OF llltfER·GEF.r.~11 RELATIO!IS, STP.ESSIIIG 
ltf PARTI CULAR THAT THI S ~£L ATIOIISHIP COULD IIOT BE 
ISOLATED FROM OVERALL ( A:iT·\/EST SITUATIOU. HE 
t:OTED HLATl'JELY HAil SH GOR llC l/(S Vl :i ·A-VIS F~G I~ 
OCTOBER AIID IIOV:l!HR OF l1'ZT YEAP. , ~'ltlCH HE ATTRIBUTED 
PRlltARIL Y TO GOR AS SUHPTIOII THAT I/AR.All PACT IIITER· 
VENTION Ill POLt!IO \/AS LIKELY AIIO TH~T EASTERN 
COU II TRIES SHOULD "PREPARE FOR IT .• HE AOOED THAT 

UOT TO eE ~En~D•; CED VITHOUT THE 
AIJT~O?.IHTIO!I OF TH[ EH CIJ TIVf. ~. c~ CT~r.v 

.. .. . . . . --,. ---... ------------
---------

I 
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U N DE R SECRET A.RY O F ST ATE 

FOR POLITICAL A-'fF'AIRS 

WASHINGTON 
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______ ____ ·-________ Februa_i;- y__4.~, _l98l_ -_ _ 

-€0Hf!l5l!NIIAL 

MEMORANDUM FOR THE SECRETARY 

Subject: Soviet Natural Gas Pipeline Project 

As you requested, George Vest asked our Embassy in Bonn to 
check with the Germans regarding reports that a meeting of 
German bankers in Bonn February 23 would result in final 
agreement on financing for the pipeline project. The Embassy 
also made clear to tbe Germans your view that agreement on the 
pipeline prior to your meeting March 9 with Foreign Minister 
Genscher would be undesirable. 

The German response (Embassy Bonn reporting telegram 3703 
attached) makes clear that considerable negotiation remains on 
this exceptionally complex deal before any final agreement can 
be reached. Even if this were not the case, the Germans are 
now on notice that you wish to•discuss this deal with Genscher 
before any final decisions are taken. 

On the same subject, I want to call to your attention a 
statement on the gas pipeline by Chancellor Schmidt in a 
February 23 Spiegel interview which indicates the extent of the 
problem we will face should we seek to dissuade the Germans 
from gofng ahead with this project. Schmidt is quoted as 
having said: 

"To put it in plain language: the German industrial and 
banking firms which negotiate with Soviet agencies are 
dqing so not without support by the Federal government. 
Please infer from this what the basic position of the 
Federal government is." 

Drafted: EUR/CE:TMTNiles 
2/24/81:ext.21484 

Walter J. Stoessel, Jr. 

-€0HPI15!:!1!!1t!I 1 

GDS 2/24/87 
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The Secretary responded that our problem is with our 
farmers. They are concerned with their investment and 
planning, and are happier with a five-year agreement. 
However,· he said he was impressed by the French approach 
and would keep the French apprised of our thinking. 

Soviet Gas Pipeline 

Turning to the question of the Soviet gas pipeline 
Francois-Poncet said this was of concern to him. It ' 
was a real problem for Europe. France has a huge nuclear 
energy program but this does not solve the problem of gas 
supplies. There is a potential for shortage 0£ production 
in relation to consumption needs, and no one knows where 
the additional supplies will come from. The Soviets have 
proposed a huge supply pipeline. Nothing has been concluded 
yet, bUt the French gas people want to get 30% of French 
consumption from. this pipeline. The question is whether 
this is too much and will inhibit European freedom of 
action, for example in a post-Polish situation. It is 
hard to believe that the Europeans could implement the 
post-Polish measures now being considered if they are that 
dependent on Soviet gas. Francois-Poncet said he had put 
forward his view strongly and the project was temporarily 
stopped. But French businessmen regard the Soviets as 
good partners -- they pay and they deliver -- compared 
to the Algerian experience. French industry is based on 
the possibility of an alternative energy source and being 
able to switch in times of shortage. Francois-Poncet's 
view was that France could take Soviet gas up to the 
level the French could aacomodate in switching to 
alternate energy sources. This could be 10-15% but 
certainly not as much as 30%. Francois-Poncet said 
he had told Schmidt this very strongly, and there will 
be a Franco-German discussion of the matter. However, if 
the U.S. is concerned about this problem then there should 
be bilateral U.S.-French talks on ways around the use of 
Soviet gas. The only way Francois-Poncet could see which 
would stop the possibility of the pipeline would be alter­
nate supplies, for example from Norway. Francois-Poncet 
wondered whether a Western approach to Norway could change 
their minds on broader exploitation of their gas fields. 
Francois-Poncet also said that when the French had 
explored the possibility of additional gas from Trinidad, 
U.S. companies had told them to get out. So if the 
U.S. thinks it is important, then we should have dis­
cussions on the possibility of developing other sources. 

-•frBCRB'f NODIS 
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Francois-Poncet said that unless alternate sources are 
found he would be overruled and the pipeline project 
would go forward. 

The Secretary asked about the size of current French 
gas imports from the USSR. Francois-Poncet said that 
France now gets 5% of its gas from the USSR and this 
would rise to 30% with the pipeline. The Secretary then 
said that Francois-Poncet's criteria sounded good to him 
and asked whether the Germans have the same possibility 
of switching to alternate energy sources. Francois-Poncet 
said that this was generally the case, but that in any 
event the French are interested in having a European 
position on the issue. This was necessary because the 
gas systems in Europe are linked. He had not found much 
sympathy for his view -from Schmidt but had also spoken 
firmly to Genscher. 

The Secretary said he thought bilateral discussions 
were a good suggestion. This could be at a technical 
level. Francois-Poncet said he would send someone from 
the Quai to supervise the French team. He stressed that 
the U.S. had to be forthcoming in finding alternate 
sources -- not necessarily U.S. sources. The Secretary 
replied that he could not promise new sources because 
we have the same supply problem, but .we would be in 
touch very quickly on the possibility of discussions. 
Whatever decisions are taken should be conscious ones. 

Other Bilateral Pol/Mil Issues 

The Secretary said he was aware of the Roland issue. 
There is some interest in Congress, but the Administration 
is pursuing it with good will. On the KC-135 refit the 
Secretary thought private competition should be kept 
open, but was aware that the two-way street was needed. 
He said he was also aware of the NATO air defense issue 
and thought the U.S. could be helpful to France on this 
in NATO. 

COCOM 

Francois-Poncet said that on COCOM one aspect had 
been covered during the morning meeting. The French 
have been thinking about wha~ is sensitive and what is 
not. After an inter-ministerial meeting in Paris on 

-ef:JCREI NODIS 
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MEMORANDUM FOR: 

SUBJECT: 

NATIONAL SECURITY COUNCIL 
WASHINGTON, D.C. ZOSOI 

Mr. L. Paul Bremer III 
Executive Secretary 
Department of State 

Siberian Pipeline (U) 

l07 '2..£Q 

4201 

VIA LDX 

During recent discussions concerning the Siberian Pipeline 
several references have been made to numerous conversations 
of Secretary Haig and other high level departmental officials 
of this Administration with their West European counterparts 
in which the West Europeans have rejected our requests not 
to enter into the Pipeline transaction. (S) 

In making urgently required policy decisions it would be 
most useful for the President to- have the details of these 
conversations. Accordingly, it is requested that the most 
detailed accounts available of these conversations be pro­
vided not later than close of business Monday, July 13. (U) 

If practical, we would prefer to have only those portions 
of the conversations relating to this particular issue. (U) 

~eR~Y 
Rev iew on July 10, 198 7 

Allen J 
Staff 

DECLASSIFIEO 
NLRR o - 't- :-,-u, 

BY..l:ld:,~ NARA DATE~ 1.,011 
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97TH CONGRESS· H CON RES" 159 
1ST SESSION -. , . _ ei • · · 

Expressing the sense of the Congress that the United States should not partici­
pate- in the Yamal natural gas pipeline project, and urging the President to 
secure the cooperation of the nations of Western Europe and Japan in 
developing alternative free world energy sources. 

IN TIIE HOUSE OF REPRESENTATIVES 

JULY 21, 1981 

Mr. LEBouTILLIER (for himself and Mr. NELLIGAN) submitted the following 
concurrent resolution; which was ref erred to the Committee on Foreign Affairs 

CONCURRENT RESOLUTION 
Expressing the sense of the Congress that the United States 

should not participate · in the Y amal natural gas pipeline 

project, and urging the President to secure the cooperation 

of the nations of Western Europe and Japan in developing 

alternative free world energy sources. 

Whereas the Union of Soviet Socialist Republics proposes to 

construct a three-thousand-six-hundred-mile natural gas 

pipeline at a cost of $15,000,000,000, running from the 

Yamal Peninsula in northwest Siberia to the Federal Re­

public of Germany; 



J .. . .. . 
·I 

1 -, 

2. 

Wh~reas the Union of Soviet Socialist Republics proposes that 

the· Yamal natural gas pipeline be built with Western finan­

cial,. material,. and technological resources; 

Whereas. the · construction of the· Y amal natural gas pipeline 

would substantially increase the economic and energy de­

pendence · of Western Europe on the Soviet bloc, increase 

the possibility for economic and political blackmail by the 

Union of Soviet Socialist Republics, and undermine the 

historic cultural, economic, and security ties between the 

United States and Western-Europe; 

Whereas the construction of the Yamal natural gas pipeline 

would provide the Union of Soviet Socialist Republics with 

a substantial source of revenue to further finance its 

continuing military buildup and worldwide geopolitical 

offensive; 

Whereas the security and economic stability of Western Europe 

require energy diversification; and 

Whereas · the United States and its allies possess manifold 

energy sources in need of development:. Now, therefore, be 

it 

1 Resolved by the House of Representatives (the Senate 

2 concurring), That it is the sense of the Congress that the 

3 President, exercising such authority as is available to him, 

4 should-

5 

6 

7 

8 

(1) prohibit any participation by the United States 

in the Y amal natural gas pipeline project; 

(2) urge the nations of Western Europe not to 

participate ~ the construction of such project; 

H. Con. Res. 159-ih 
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energy diversification project in order· to develop and 

maximize the vast energy potentials existing within the 

free world; and 

(4) promote this alternative energy diversification 

project as part of an effort-

(A) to strengthen the security of all free. 

world nations; 

(B) to assure reliable and diverse energy sup­

plies within the free world; 

(C) to strengthen the Western economy and 

increase levels of employment; 

(D) to strengthen the bond between the 

United States and its allies; and 

(E) to enhance the role of the United States 

as the leader of the free world. 

0 

II. f'on . Re~. l!'i9-ih 
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MEMORANDUM 

INFORMATION . 

. Attached are: 

NATIONAL SECURITY COUN.CIL 

Augu·st 3, 1981 

on the Pipelayers 

o The 'Commerce press release on. the. Pipelayers. 

o The Commerce prepared questions and answers 
same subj.ect·. 

0
1

. State contingency press guidance on pipelayers 
and pipeline. 

These have been· provided to Phyllis Kaminsky for turnover to 
the White House press office. 
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:.:fU:NlTED STATES _DEPARTMENT ·oF 

:JCOMMERCE 
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INTERNATIONAL · 
TRADE 

ADMINISTRAilON 

FOR RELE"ASE' AT 5:,30 P·.M • . EDT 
FRIDAY, ~ULY. 31, 198I . 

SALE OP U.S. PIPELAYERS­
TO USSR APPROVED 

The Ad~inistration has approved the license for the proposed 
•. . 

sale of 100 pipelayers· to _the Soviet Union, the Commerce 

' Department announced today • 

. iThe Model 594 pipelaY.ers, supplied by the Caterpillar Tractor 

Company, are · replace~ents for ·un~ ts· exported to the. USSR in 

previous.years ... The ,Soviet ~Union has imported ~ore than 1,500 
• I 

pipelayers, principally from \Japan and the _United States, for 
.- . 

various oil and ·gas pip~line ~rojec~s over the past decade. _ 

The pipelayers represent low technology equipment, the. export 
of which is controlled by the United States for foreign policy 
reasons. The uni ts are not ·designated as strategic· and are not 
multilaterally c6ntiolled by our allies in the Coordinating 
Committee on Export Controls (COCOM) to which the United Scates 
and 15 other nations adhere. Similar equipment is readily 
available fro·m other foreign suppliers·. · -·· 

This licensing action in no way diminishes the Administra~ 
tion•s intent to address the long term security aspects of Western 
investment in and dependence on Soviet gas supplies. The 

_Administration has begun actions with our allies, to minimize 
long - term Western strategic dependence and vulnerability. · 

Under the terms of the license and· sales agreement, the 
pipelayers involved in this transaction are not to be used· in 
construction of the proposed 3,000 mile Siberian-West European gas 
pipeline project. · 

7/31/81 



PRESS GO.IDANCE FOR SALE OF .0. S. PIPELAYERS 
TO SOVIET UNION 

Administratio.n has conducted a fundamental. review of our 

East-West trade po.licy in the context. of overall ·E.ast-West 

relations ... Controls on equipment, such as pipe.layers, are for 
' ' . . 

f .oreign policy consideration. These contr·ols were instituted by 
. . . ,. 

the c ·ar"'ter Administration in 197-8 _in response to U.S. objections 

to the trials of Soviet dissidents. 

The pipelayer~ are replacem~nts for some• of the 1,. 000 pipelayers 

previously sold by the Unitea States to the Soviet Onion. In 

addition, comparable equipme.nt is readily available from other 

industrial nations. 

The pipelayers do not represent technology or commodities which 

would .significantly enhance Soviet military-capability. 

-- --



,!. • . .... . 
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.. .; "·{· t 

QUESTION 

. ·.:\~ .. -Didn't the- _previous Administration appcove a lice,nse · 
· i:·; · •:for 200 pipelayers f(?·r the contr·oversial Yamal project?. . .. . . . 

(Yamal) gas pipeline.. On Februat:y 6, 1981-, howevet:, Caterpillar 

requested an amendmen~ . to this license to reduce the number of 

pipela_yer-~ for export to 100 and for construction of· . pipelines 

t~ supply oil and gas to various Soviet cities and towns and 

not for the proposed 3,QOO ~ile Siberia-West 

European line • . It is this. amended license which the 

Reagan administration ha~ now approved. 

\ -. . I 
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QUESTION 

· ,_-. · Wha·t ass.urarice does the Administrati.on ~ave that the pipelayers 
will. not be used for . the controversial 3,000. mile proposed . 

· ·- _: Siberia-West. E·uropean (Yamal:) gas pipel.ine? Can the United 
· · states ·enforce its decision to bar u .. s .. te.c-hnology and 

commodi tj.es- for the .Yamal i:,ipeline· project? 
':·.t;,;,1•.:~._..t~~ -.. ,. : . ·· --_." ;. ,,·1"·:·. :· .• ;· • ·· ·.~,t· ·' ,·, .• r . . · · · : .· . · ... --.:: .. r~~-· • 0 ·ft -~r t• . .q: .. !.'0 

.... ,,'Ii;) ,,; .,..,.,l~ # • i,,4"r'f-. ,"l~;t,;~J' , '-r·t-:. • t'-1••• ~y .. _;. \'{,_,.-:•.... ~ • ! • ,• 
.,. :.t. '-·•. ,',/ .·~- ., ~ •;;,,,-'!:•.~ ~~ 1:;J;. _ .. ~ :f~ ~7'~ _,. .t-:.:,•r. -·t 'f • 

ANSWER ' · . . . _.,:;:·t>::· •'" ..,;. : ;·,_· ' ·• 

The sales agreement and license. both state· that. the pipelayers 

will not be used in the .construction .of the Siberia-West 

European. ~as pip~line. The Soviets know of our serious concern 

over the construction of this pipeline. They also are well . . 
\ ' . 

aware· that if these pipelayers are · used for the construction of 

the Yamal pipeline contrary to the license, further exports pf 

non-strategic goods wduld be seri-0usly je~pordized~ 

. . ' 

While we cannot have on_-si te inspections, we. can morii tor whether 

the pipelayers are being illegally used in the construction of 

the Yamal pipeline. At the Ottawa Summit, · the United · States 

· expressed serious reservat·ioris to its allies ove:c: the economic 

and energy dependencies which construction of the 

pipeline would represent. 
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QUESTION 
•' . ': " . \ .... , ' .· . • f>., :';91;,, •·: .. ·-· ' • .·_ . .' • ·:,,. . ;,I 

. . . )~~/i:I-~;~\.('-' ·f' :·1•' . :-. /:· •. :·~-, • :~-: _:~~ -'~ . : •• .- • . . . . .. . . • . , .,_: :·,; 

~;~· ·. _;-:; -.. ;~J.Zil1.·: the 100 pipelaye.cs be used for construction of the proposed- . 
·- '~: { • • ; . ~ _,,.i.., • '1' • .. , ~ •• ~ • - • -~~,-{.>. ;'.}~1~->r~~~--~i~e Siber,~an-We~t E:u~~p~an · gas pipe.line? · · 

•,.t\\"·~ ,... ,'So: •. '.~ -, J ,..,\ • .. ·_ \ ... ~ .. ~ ... i, ... . . ;· \-

' . 

ANSWER 

. .. 
No. . The pipelayef s wil · be us-ed for pipelines fllready under 

construction within the Soviet· Union to supply oil and gas to 

various cities and ·towns such ·as Moscow, Mangyschlak and 

Polatsk. .These 100 pipelayers are .ceplacements ·for those 
\ . 

exported to . the Soviet UniQn i~ previous ~ears~ · Under the terms . . 
~ - L • 

of the ~ales agreement and license~ they are not to be used for 

the proposed 3,000 mile Siberian-West Europ~an gas pipeline. 

,. ' rn ; i;.2, ;a fiCWfO. :::;:==!.!),ii-P J C 
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QUESTION 

. . --How. will:. approval. of th.is sale. affect COCOM? 

ANSWER ·•~ .. 
, · ' .. . . ~ 

. . . . . . ~ . . 
· .. ·: This· sale doe·s: not af fec.t COCOM })e~ause . pipe+ayers are-
. -... ?:ti(. .,. li t.:"-";,,,. /. :,,"'l .~ 

not ·rt .,,-1 

,,, :it'&"" 
~- ~;.'iii-• 1 .. ~ •. ' ' 

: · strategic equipment ai:1d t .h~reby fall ,outside the mu~ tila ter·al 

. control system .... Because the President expressed his concern at 

the Ottawa Summit over the . sale of strategic technologies and 
. . 

equipment,, we · are encouraged that our allies, as expressed in 
' '·. 

the Ottawa communique_, agreed to "'consult to improve the present 

system of control~ on trade and strateg~c goods and related 

technology with the USSR •. " We hope to begin . high-level meetings ·, 
in Europe this fall; 

... . . .,._ 

The United States continue~ to enforce the · "no exceptions rule" 

on . strategic exports of technology and equipment to the _Soviet 

Union.. Th.e United States, for example, denied 39 license 

applications f~r export of ·spare parts for sophisticated 

electronic equipment ear-lier. this week. 
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?OLLOW-ING- IS FURT9JlR CONTINGi?NCY ·PRESS GUIDANCE 
SIBERIA~ PIPELIM~• 

\ 

~~GIN TEXT: SI]Y.RIAN PIPELINE--Juir 28, 1gs1 
~ 

nTJESTIO:~: DO YOU HAVE ANY FU:iTH"ER CL_A_RIFICATION OF THE 
s~ca~TARY'S STATEME~T YESTERDAY TH&T lHE U.S. lAS ~ORKING 
UP ALTERNATIVE ~N3:RGY PROPOSALS TO TR-T:'. YAMAL P!PELINS? ._._,. 
.iNS'f IR: AT' OTTAWA. THE ~RESIDENT AND EUROPEA~ LEADERS 
ris:ussED WHETHER T~!RE MIGHT 3? ALT~RNATIVE EN~ftGY 

~?~OPOSALS, THAT WOULD BE AS ATTRACTIVE AS TdE PIPELINE IN 
T'E RMS OF :SOTF BC.ON OM IC ANO S ECU?..ITY CONS IDF.RATI ON~. H~ 
CiP~RE~ TC NORK ~IT~ THE EUROPEANS TO SEE WgETHiR OR NOT 
TE~l3 MIGRT !E ALT!RNATIVJS, WRICH WOULD ]lTTBR S8RVE 
TJEI~ LONG-TERM INTiREST. 

·'.'f? ARZ CURRENTLY DOING TEE GROCTNDWO.RK I~ PR!i'P !.RATION FO"R. 
CONTINUED :oNSULTATIONS ijlTR OUR FJil~Ds AND ' !LLIES. 

·:TJ~STION: Wn::!;N i•JILL DISCUSS ION Ti\KE '"PLACE? . 
·.' >.. _,:.;_i,t):{;'···_; 

* '·* * * * * * * * * * * * * * * * * * * . *; * * * * * * ,:, * ::C * 

• ;m ~gt~~-Ni~~~S,RENT,~Um .: :·::/_~f f:~!1t} 
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:E•:·~:):;•i : ;t;/, ****•**IT ,:~ c___ \ " S: S I F ,L E, D*******E COPY 

_: AN'S°WER :.· NO DATE HAS ~.EEN SE'f ._ IT' DEPENDS ON :iHEN WE 
-.. ~lNISK OUR LNITIAL. ASSESSMENT 

•. ~ -~-~-- . · .:C·. • .• . • . · · ,. 

-~~V!~STION : ' . WHAT ALT_E~NA.TIVEs: · ARE rou CONSID.ERINJ? . 
.. ,. . . ·- . .~ ' . .. . . . . 

, ANSWER:, TH~ Of.TAILS 'A.RE ONtr BEIN(;. WORJ(ED OUT NOW ·. IN 
:· GEN~RAL TERMS WE ARE TALKlN:} ABOUT :i AYS '1!0 IMPROVE THE 
-:i':coMMERCrAL" C0:-1PETITIV£t-.ESS, SECURrTr OF SUPPL.!,, A.ND 
.:A.VAitABIL!TY OF COAL,. OIL AND KON.;..-SOVIET GAS, AS W'!:LL.- AS 
· ;,i-~EANS T.Q ·,_ PROMOTE IN CREASED REL.IAN CE . ON NUCLEAR PO\'/ER. 

..:,.~. ·T . \, ·. t.: .._,_ .. ' :. .-; . -· .i! · ,:;.· , :";t- ; • . .t' /;,, -~ ~- . .... . 

'~C.U'Ti:STION :- IS- THERE .ANY RE!:t C·HA.NCE OF G-"ETTING TH.E. 
. ' :EUROPEANS TO BA.CK OFF THE PIPELINE, PARTICULARLr IN LI}~T 

OF ·T~E INCREASBD PACE OF NiGOTIATIONS AND REPORTS OF 
AGlEEMENT ON FINANCIAL '!ERM·s:? 

ANS V:i!R: AS FAR AS r,rn KNOW·,, TERMS FOR TH~ PIPELIN? ~A.VB · 
NOT Y'1'~ 'BEEN FINALIZE~. THE PRESIDENT -A.ND !US- :oUNT]R-
?.GTS A.:;R6?.D AT . OTTAWA TF.A.T IT WOULD BE UStFUL ro EXPLORE · 
ALT]RNATIVES. END TEXT. [AIJ 
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