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SUMMARY AND ANALYSIS OF DISCUSSION 

a t  J u l y  6 ,  1 9 8 1 ,  NSC Meeting 

The o b j e c t i v e  of t h e  meeting w a s  t o  determine Agency p o s i -  
t i o n s  and supporfing r a t i o n a l e s  on two impor tan t  f a c e t s  of U.S. 
and A l l i e d  p o l i c y  on trade wi th  t h e  S o v i e t  Union: s e c u r i t y  
c o n t r o l s  and c o n t r o l s  on t h e  e x p o r t  of o i l  and g a s  equipment 
and technology.  The o p t i o n s  p re sen ted  i n  f o u r  pape r s  and t h e  
agency p o s i t i o n s  i d e n t i f i e d  du r ing  t h e  d i s c u s s i o n  are  synopsized 
i n  the  t a b l e  at Tab I .  

The " S e c u r i t y  Con t ro l s "  i s s u e  r e q u i r e s  a d e c i s i o n  a s  t o  
t h e  g e n e r a l  policy g u i d e l i n e s  w e  wi.11. propose t o  our  A l l i e s  f o r  
adopt ion  by t h e  "Coordinat ing Committee" i n  i t s  m u l t i l a t e r a l  
agreement t o  j o i n t l y .  res t r ic t  t h e  e x p o r t  of c e r t a i n  equipment 
and technology t o  t h e  S o v i e t  Union (and o t h e r  Communist c o u n t r i e s ) .  

The NSC meeting d i s c u s s i o n  r evea led  unanimity i n  recommenda- 
t i o n s  t o  p r e s s  our  A l l i e s  f o F  s i g n i f i c a n t  i n c r e a s e s  i n  e x i s t i n g  
COCOM s e c u r i t y  c o n t r o l s ,  w i th  t h e  m a j o r i t y  f avor ing  Option 11, 
which would res t r ic t  technology and equipment c r i t i c a l  t o  produc- 
t i o n  i n  "defense  p r i o r i t y  i n d u s t r i e s , "  as w e l l  as  t h a t  c r i t i ca l  t o  
m i l i t a r y  p roduc t ion  and use  which would be res t r ic ted under 
Option I. Some, however, recommend moving as c l o s e  as i s  p r a c t i -  
cal  t o  Option I11 ( r e s t r i c t i o n  on all i t e m s  f o r  u s e  i n  de fense  
p r i o r i t y  i n d u s t r i e s )  . 

- 

- 

The major arguments advanced f o r  s e t t l i n g  f o r  t h e  i n c r e a s e s  
i n  r e s t r i c t i o n s  t h a t  would r e s u l t  from s u c c e s s f u l l y  n e g o t i a t i n g  
w i t h  our COCOM A l l i e s  t h e  p o l i c y  g u i d e l i n e s  set f o r t h  i n  Option I1 
are : 

0 Option I1 would accomplish a s i g n i f i c a n t  broadening.  

0 Though Option I1 w i l l  be  extremely d i f f i c u l t  t o  s e l l  
t o  our  A l l i e s ,  it i s  doable .  Option I11 i s  n o t  achiev-  
able. (Funct ioning  of t h e  COCOM system depends on 
unanimous acceptance  of t h e  g u i d e l i n e s  by t h e  15  
members; t h e  NATO c o u n t r i e s  p l u s  Japan . )  

0 . Tightening  c o n t r o l s  a t  t h e  t o p  (on h igh  technology 
items) whi le  loosening  them a t  t h e  bottom (on  lower 
technalogy i t e m s )  w i l l  a l l ow more e f f e c t i v e  c o n t r o l s  
on t h e  more impor t an t  i t e m s  and f a s t e r  a c t i o n  on a l l  
l i c e n s e  a p p l i c a t i o n s .  
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The major argumknts advanced for moving toward Option I11 

o , ~ ,  We must,'consider our Allies' position, but we must 
also con'sider whether we wish to help the Soviets. 

0 Subscribing to the "if we don't sell to them, others 
will" argument weakens our leadership ability. 

0 The negative effect of exports that help the Soviets 
outweighs the positive economic benefits to Western 
economies of these exports. 

b are: ' 
I , t  . .  

0 Refusal to provide the Soviets equipment and technology 
forces them to divert resources to developing their own. 

- 
There is a more pronounced diversion of your advisors' views 

on the "Oil and Gas Controls" and "Siberian Pipeline" policy choices 
(see table at Tab .' Defense, CIA,  JCS and Mrs. Kirkpatrick 
recommend the license denials and pressures-on our Allies reflected 
in Options I or I1 of the Oil-Gas and Siberian Pipeline papers. 
State and the other remaining-agencies, on the other hand, favor 
denying technology, but licensing equipment (Option IV) in the 
oil-gas issue, and recommend we recognize an inability to cancel 
or  significantly delay the pipeline, but work to minimize its 
strategic implications (Option IV) . 

While the Siberian Pipeline policy will be a subset of our 
policy on oil and gas controls, because of the size, visibility, 
and long-term economic and strategic implications of the pipeline 
project, it is probably the most important and also likely the most 
difficult and contentious of the two issues. The Caterpillar 
license decision will, of course, flow from your decision on the 
Siberian Pipeline. 

The major arguments concerning U.S. and Western policy on 
Western exports that would aid Soviet oil and gas development are: 

Assist : 

0 

0 

0 

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

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

Maintains a cooperative relationship with the Soviet 
Union in an important economic area to offset the 
competitive relationship in military sectors. 
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0 R e s u l t s  in ; . . subs tan t ia l  e x p o r t  and employment b e n e f i t s  

f o r  U. S.  land Al l ied  c o u n t r i e s .  
h 

Imp$ge : 
8 

0 It i s  u n l i k e l y  t h a t  the  S o v i e t  Union w i l l  eve r  become 
dependent o n ' t h e  world market f o r  oil impor ts ;  i f  it 
decides t o  i n t e r v e n e  i n  t h e  P e r s i a n  G u l f ,  i t  w i l l  do 
so fo r  r easons  o t h e r  t han  t o  o b t a i n  o i l ;  e . g . ,  t o  
d e p r i v e  t h e  West of o i l .  

0 Western equipment and technology reduces  the  c o s t s  of 
energy development t o  the Soviet Union and f rees  
r e s o u r c e s  f b r  a p p l i c a t i o n  i n  the  m i l i t a r y  s e c t o r .  

0 Western a s s i s t a n c e  c o n t r i b u t e s  t o  an expansion of 
S o v i e t  energy exports t o  t h e  West and t o  E a s t e r n  
Europe and i n c r e a s e s  t h e i r  dependency on the U S S R .  

0 I t  i s  i n c o n s i s t e n t  t o  seek i n c r e a s e ?  i n  de fense  expendi- 
t u r e s  whi le  making it easier for the  S o v i e t s  t o  devote  
r e s o u r c e s  t o  t h e i r  m i l i t a r y .  

t 

All of the above arguments also apply  t o  the S i b e r i a n  P i p e l i n e .  
However, the  key U . S .  concern is t h a t  the p i p e l i n e  w i l l  promote a 
Western dependency on S o v i e t  gas t ha t  w i l l  i n c r e a s e  ou r  A l l i e s '  
v u l n e r a b i l i t y  t o  S o v i e t  l eve rage .  

A t  bottom l i n e ,  however, the  p o l a r i z a t i o n  of views of your 
a d v i s o r s  rests n o t  so much on d i f f e r i n g  judgments of whether it i s  
i n  U . S .  i n t e r e s t  t o  impede S o v i e t  p roduc t ion  ( m o s t  would f a v o r  t h a t ,  
o t h e r  t h i n g s  e q u a l ) ,  b u t  ra ther  on d i f f e r i n g  i n d i v i d u a l  e v a l u a t i o n s  
of whether ou r  A l l i e s  can be persuaded,  a t  a r easonab le  c o s t ,  
t o  f o l l o w  a U . S .  lead t o  do so. 

T h i s  concern about  West European a t t i t u d e s  is p a r t i c u l a r l y  
c r u c i a l  t o  the S i b e r i a n  P i p e l i n e  a n a l y s i s .  
c i te  the  P i p e l i n e  as a means t o  d i v e r s i f y  t h e i r  energy s o u r c e s .  
These arguments can be r e f u t e d ,  b u t  what i s  more d i f f i c u l t  t o  
r e f u t e  i s  a f a c t o r  which t h e  West Europeans choose n o t  t o  empha- 
s i z e .  The f a c t  i s  t h a t  the hard  cu r rency  income gene ra t ed  by the  
p i p e l i n e  f o r  t h e  Soviets w i l l  be  t h e  b a s i s  of a c o n t i n u a t i o n  of 
a West European trade wi th  the.USSR that might o the rwise  dwindle .  
F u r t h e r ,  g iven  S o v i e t  import  needs,  the West Europeans r ecogn ize  
t h a t  payments f o r  S o v i e t  g a s  w i l l  be s p e n t  by the  Soviets f o r  
West European p roduc t s .  This  a s s u r e s  t h e  West Europeans a means 
t o  pay f o r  t h e  gas impor ts ,  a ve ry  impor tan t  c o n s i d e r a t i o n  i n  
t o d a y ' s  worla.  

The West Europeans 

The development of such a trade interdependency, seen as 
advantageous by the West Europeans, i s ,  of cour se ,  t h e  ve ry  f a c t  
t ha t  concerns  t h e  U.S. 
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~ 4 o r  gas export line 

Possible route of proposed 
export line 

Selected gasfield 
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