MEMORANDUM

NATIONAL SECURITY COUNCIL
CONRIDENTTAL
A ; January 5, 1982

ACTION

MEMORANDUM FOR JAMES W. NANCE

FROM: ALLEN J. LENZ 1\
SUBJECT: Attendance List for the National Security Council
Meeting, January 5, 1982 ;B%

The following officials plan to attend the National Security Council
Meeting which is scheduled for January 5, 1982, at 4:15 p.m. in the
Cabinet Room.

The Vice President
Admiral Daniel J. Murphy

State:
Secretary Alexander M. Haig, Jr.
Under Secretary Walter J. Stoessel

OSD:
Secretary Caspar W. Weinberger
Dep Sec Frank C. Carlucci

Treasurz :

Secretary Donald T. Regan

(S8
Mr. William J. Casey

USUN:
Amb Jeane J. Kirkpatrick

Agriculture:
Secretary John H. Block

Commerce:
Secretary Malcolm H. Baldrige

OMB:

Mr. David Stockman

Ji€Si:

General David C. Jones
General Gorman

CONEIDENTIAL GAS STo'y !o}

ReviéW\QQ\Fanuary 5983 q




White House:

Mr. Edwin Meese III
Mr. James A. Baker III
Mr. Michael K. Deaver

Judge William P. Clark, Jr.

Adm James W. Nance
Ms. Janet Colson

NSC:

Dr. Richard Pieps
Dr. Norman Bailey
Dr. Allen Lenz

Dr. Geoffrey Kemp

Approved )/ As Amended

Attached is a proposed seating plan for this meeting. $p¥//

Attachment
Seating Plan




THE CABINET ROOM

Colson

Kirkpatrick Block Stoessel Haig President Weinberger Carlucci Baldrige Stockman
>y
]
o,
]
]
=
Regan Meese Baker Deaver

Jones Casey Clark Vice President

Nance Pipes Bailey Lenz Kemp

DOOR



Mr. President, the Vice President has been chairing a Special
Situation Group in meetings on Poland during our absence in
California and may wish to provide an update.

The Vice President. Mr. President, if you will look under Tab C
in the red folder of agenda papers, you will find a list of
actions to be taken against the Soviet Union. I know you are up
to date on all of these items, so that there is not much point in
going through them again. However, if you have questions, we can
try to answer them. The International Harvester issue, however,
is one that we will be talking about separately. But, if you
want to give a quick glance at the list -- do you have any ques-
tions on these other actions taken?

The President.. These are the things we all talked about. Phase
I - that is the things we are doing right now?

Meese. The Phase I and Phase II terms no longer have applicability.

The Vice President. The actions taken begin on page 1 with the
Aeroflot item. The actions of Phase I and Phase II on page 2 have
not been done.

The President. If we do nothing about (to stop) Geneva (INF) talks,
should we refuse to set a beginning date for START talks?

Haig. I suggest we hold that decision in abeyance until I have met
with Gromyko. At that meeting we will expect to set the date,
depending on events. We should set a tentative date, but hold in
abeyance the decision to go ahead.

The President. 1Isn't the special circumstances clause -- isn't
that something that if you do it, there is no place left to go?
Should we not wait with it?

Clark. Don Regan will cover that issue after we have an update on
Poland.

Haig. (Update on events.) Mr. President, there have been seven key
events that we should note:

o Rakowski's trip to Bonn of December 31.

o Gromyko's letter to me.

o Jaruzelski's discussion with the EC-10 on January 4th.

o Jaruselski's reply of January 4th to your letter of
December 23.

o The Genscher role at the EC-10 on January 4th.

o Schmidt visit today.

o January 1llth North Atlantic Alliance meeting.
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First, Rakowski's visit to Bonn. Rakowski told Schmidt that_
Poland is being run by four civilians and four military. Rakowski
said that a Western aid cutoff will lead to economic collapse of
Poland and drive it into the hands of the USSR. He also said that
Solidarity will have a role and the regime will keep Walesa and
that the U.S. is too tough, but that "you Europeans are right" (in
what they are doing). All this, of course, carried out the
expected self-serving themes.

Second, the Soviet embassy delivered the response to my letter
to Gromyko on January 2. It was somewhat more moderate in tone than
Brezhnev's letter to you, ending with a plea to isolate US-USSR
affairs from the Polish affair.

Third, in his discussion at the EC-10 meeting in January,
Jaruzelski tried for a bridge between the UN and CSCE charters and
Poland's martial law actions along the same line as the one
Rakowski took in Germany. Martial law was justified by him under
EhelUNEand@E€SCE  chaxrters) on the ground of precluding civil war. He
indicated they will maintain a dialogue with the church and with
Solidarity and that the U.S. economic sanctions will prolong martial
law. He told the EC-10 group that one-fifth of the detainees have
been released. He hinted at a desire to expel activists from
Poland.

Fourth, your letter from Jaruzelski was moderate in tone -- soft
line -- close to his December 24th speech. He indicated that the
duration of martial law is dependent on the behavior of other
activists. He has a clear strategy. He avoids polemics, and talks
about U.S.-Polish friendship.

Fifth, Schmidt and Genscher. Genscher was the strongest
advocate of the U.S. position at the January 4 EC-10 meeting.
Cheysson was the weakest. The Greek delegate wanted to condemn
the United States and Turkey for Turkish martial law. The British
were good. The Italians superb.

It is important on this issue to be careful on our press comments.
We might turn an East-West failure into a West-West failure, when in
fact this is a failure of the Soviet system. Any time we criticize
the Allies, we give a windfall for the Soviet Union.

On today's visit -- you brought Schmidt along all the way. You
demonstrated leadership. He followed. It is less important that he
support our sanctions than that he join in your statement. The
communique was written almost totally here. He even added to it.

Again{ we'should bear in mind our exposure to scribes can turn
the situation into a U.S., rather than a Soviet, failure.

In the EC-4, the French would not support the Germans and the
Danish.
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The President. Is there evidence that Cheysson leans left?

Haig. Yes, he is a revolutionary. He had worked for the Alge;ians
and Vietcong. To get his French citizenship back he had to join
the army.

The President. Why don't we ask him to fly over here in a Lockheed
Constellation?

HalilapThemEC SR S se Ef o fur ther consulitations ont the M5t nRer:
January. The Allies will not undercut our sanctions.

The President. Even Carrington sounded managed.

‘The Vice President. Isn't it fair to say that Schmidt was caught

by the Honeker visit?

Haig. VYes, and he knows it. Yesterday I had a call from Cardinal
Hefner of Cologne who carried a message from Archbishop Glemp. I
gave that message to Schmidt in my discussion with him. I thought
he would fall off his chair. There were four points:

First, the martial law decision in Poland came from a Soviet
ultimatum, indicating that if it was not done, hard-liners would
take over.

Second, the other Eastern European countries, less Hungary,
were told of the ultimatum before the Polish government, so they
could support it, which raises the question of whether the Soviets
clom iz Eruse Jertimelaiil

Third, the Catholic Church has reaffirmed that the Brezhnev
visit to Bonn and the Schmidt visit to the GDR were cover for the
crackdown. This information also comes from people against Schmidt
in the FRG.

Fourth, Glemp wanted us to know that the Europeans are soft --
that we are doing the right thing -- that the sanctions are good.
Walesa is still supported by the church. He must be retained.

The party tried to get him to negotiate, but he refused. He has
set conditions that his 15-man board of advisors must be released
to negotiate with him and that any negotiations should be held in
a neutral place.

The President. Outside of Poland?

Haig. No, inside. However, the government has refused Walesa's

conditions. But if we keep on the pressures, they may change
(their position).
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ThieMPresiidents It sounds as if Jaruzelski is‘not a puppet;, but
is under the gun.

Haig. He is not a puppet, but is being used.

The President. His choice was them coming in, or . . . What
do you do?

Looking at the sanctions, the financial one (the
exceptional circumstances clause) seems more disruptive to our
side. I don't say we won't do it -- let them worry!

On International Harvester, this one worries me: whom does it
hurt more?

Baldrige. There could be three reasons to deny the export of the
International Harvester plant: possible military use of the plant;
the transfer of high technology; energy related advantages. It is
not the latter.

If you wouldn't mind, Mr. President, at Tab B is a paper on the
issue. We went to two armored personnel carrier manufacturers in
the United States -- Allis-Chalmers and FMC. We took three or
four days to get the whole operation broken down. The materials
flow -- the processes, etc.

Without going through the whole thing, our conclusion is that
there is no way to make an Armored Personnel Carrier in a combine
factory. There is only 10-12 percent commonality in the tools that
would be used. Thus, there is no military use possibility. There
is no oil or energy involvement. Thus, that leaves only the high
technology transfer issue.

Anyone who has worked on a combine knows it is not high technology.
It shakes, rattles and rolls across the field. It has to be capable
of being repaired by a farmer with a pipe wrench.

The International Harvester combine is only slightly better than
what they can get from the German Fabemi N Elfalalsh

The license has already been granted. To be fair in treatment
to International Harvester, we would have to have a reason to go
back and reverse the decision previously made.

The President. Has the license been granted?

Baldrige. Yes, that makes it doubly important to be fair if we
have to go back on our decision.

Weinberger: But conditions have changed. Poland has been invaded,
albeit indirectly. All the actions by us assume that conditions
have changed. To go ahead is inconsistent with these actions.

SECRBZ._
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This (the International Harvester combine) is a unique desigp.
It is an axial flow design -- different from the straw-walker design.
It is 20-25 percent more efficient than Soviet machines. It has
the largest harvesting capacity of any model made. Claas and
others cannot provide the same technology.

It will be built at Taganrog as part of a large complex that
also produces military items. The Soviet willingness to use hard
currency to purchase it indicates the importance to them of the
project. It will allow conversion of some existing facilities.
The Soviets are now manufacturing about 12,000 combines a year.

DOD also sent technicians to evaluate the convertibility of a
combine plant. They found the bay design and the floor strength right
for amored personnel carrier construction. They build 85 and 115
milimeter artillery, land mines, rocket motors, etc., in the
same complex. Everything in the USSR has a military convertibility.

DheWabillNtySiisSthe rel i T helconvieyor s convertibil el et they,
build this facility, it will free up space for other production.

Then there is the political aspect. There is a problem with
all these sales. By denying the pipelayers, we took a step. If
we can't deny this, it gives them an increased capability at the
very least. It helps them to harvest more efficiently -- it
improves their economic conditions. This at a time when a few
more pushes would contribute substantially to their economic
problem.

The world sees good rhetoric from the US. But it sees that we
weonstNdeoNanythingithalt s hurtskus:

International Harvester is in trouble, but I don't think the
U.S. Government should help the Lockheeds, and the Chryslers and
the others, and we should not help the Soviets after the drastic
mid-December change in conditions.

To sum up, from our point of view, this is a unique capability
for them. We can deny them an increased harvest capability. We
can deny them an increased military capability. And we shouldn't
make this sale because of the way the world will perceive it.

Block. There is too much concern here about the unique capabilities

of the International Harvester equipment. There is nothing sacred
about the axial flow capability. We had John Deere combines on our
farm. They are not axial flow, but they worked PUSit SEine  The
axial flow is not that great an advantage. I savasiEEtheyfwant to
;Qend the money (for the International Harvester icechnelliogy)y i that s
ine.

SECRET.
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Haig. Before the Polish thing, after a long Saturday meeting in
November on this topic, I came away convinced we should let it go
ahead. It was only in light of Polish actions -- given the need
for signals -- that I put it in that group (items that might be
cut off). But, Mr. President, you came up with a good, strong
package. Whatever you decide in the long run, let's not dribble
this one out now on an ad hoc basis. Let's put it in Group II.
Thel time ils palstt for initial “signals. :

The President. But what does this do to International Harvester,
timewise? Cap, I still say if we had not continued to bail out
the Soviets over all these years, if we had all stuck together, we
wouldn't have the problems we have now. But we have them. But,
on International Harvester, I find myself thinking, selfishly,
does this (denying the transaction) hurt us more than it hurts the
Soviets? Could International Harvester go belly up and throw
people out of work? The moral thing is not of much use if the
Allies go their own way.

Weinberger. But our Allies are seeking straws to avoid going along
with us (on sanctions).

Regarding Al's point -- to wait on a decision -- this gives
International Harvester the impression they can continue. Legally,
we can lift a license anytime we want, but the International
Harvester debt structure assumes this contract would go, although
at least some of the banks probably have already discounted the
possibility of this transaction going ahead.

It puts us in an impossible position to let this go, but to
stop the rest of the transactions. And we (in DOD) continue to
worry about the military capability. 5

The President. We are talking about a thing in the future, but after

60 years of crop failures, they have got to have something to put
into these combines, or they are of little value to them.

Weinberger. They do produce a lot of grain. They got about 170

miTlion tons this year. They need about 230 million tons. This
combine improves their harvesting it. It will help them.
Baldrige. I cannot compete with Cap's eloquence. I'll have to

work only with the facts.
WenbergertThat st not failr S (Laughter)

Baldrige. International Harvester has $1.5 billion of debt to
refinance over the next few years. It will have to pay $500 mil-
lion to banks up front. The Soviets will pay $300 million for

it -- a significant amount. The combine technology has no military
use. TI'm all for it (selling the combine). I rest my case.
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Meese. To summarize, there are two key points. First, the cut-
offhdate. We let other items in the pipeline go ahead: This
falls in the "in the pipeline" category. To cancel this trans-
action would single out International Harvester for special
treatment. We can justify that only if it has a military wvalue
or it is something they can't get elsewhere.

Second, they can get it elsewhere. They can get it from us or
from the FRG. We should not hold this decision in abeyance.

Baker. International Harvester has been very frank with us on
this transaction. They were in when the transaction was first
considered. They said, if we suspend it -- fine, but give us a
yes or a no. This argues for not holding a decision in abeyance.
Meese. We made a decision. I recommend we not go back on it.

Haig. Put this matter, like the grain embargo, for future consid-
eration.

Baker. But not go back on the International Harvester decision?
Hatileptivie'sil (tha t hiisS N correct) s

Casey. Won't continuing the International Harvester give us a bad
bargaining position at the COCOM high level meeting?

Haig. No, it will send a better signal (than disapproval) because
this is not a high technology item.

Baldrige. Yes, continuing the license sends a good signal (to the
COCOM group) .

The President. It bothers me -- I wish we could go back in time
(on policies on technology transfer prior to this administration)
but we can't.

On this one, I can't bring myself to drive the last nail in
the coffin of International Harvester.

Nance. We can turn now, Mr. President, to discussion of the
"exceptional circumstances" clause.

Regan. Mr. P;esident, you earlier analyzed correctly the situation
on the exceptional circumstances clause. I think we have found
another way around to accomplish the same goal.

At the G-5 (government creditors) meeting we can present our
analysis of the Polish credit situation. Their situation halshe o.f
course, deteriorated. We can warn against extending further credits
including a Romanian rescheduling, which would bring them into defauit.

SBSRET
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In addition, there is a January 17 creditors meet%ng to con-
sider rescheduling of Poland's 1982 debt. Their 1981 interest
payments have not yet been made. They have paid only $100 m}lllon
of the interest. The other $250 million has not yet been paid.
Thus, they are technically in default. At the conference on.the
1982 debt we will say no (on rescheduling the 1982 debt) until
1981 is cleared up. This could force default and we could accom-
plish what we want without getting into the exceptional circum-
stances clause.

Baldrige. Accomplish what we want?

Regan. Yes, gradually choking off credit (to Eastern Europe and
the USSR) .

BalldriigeM N Buitinotidefaulit 2
Regan. No.
Carlucci. Would this affect the pipeline?

Regan. It could, but much of that is guaranteed by the FRG Govern-
ment.

Haig. I'm not happy with the idea of choking off Eastern Europe's
credit.

Regan. We are not doing it. We are showing how to do it.

Haig. We must be careful. This is a very major decision. It is
not in our interest to pursue policies that keep Eastern Europe
under Soviet control. We have committed to Schmidt to consult with
the Europeans on rescheduling of the Polish debt. My point is, we
don't want Romania to go bust. You are pursuing policies that will
lead us in that direction.

Weinberger. The Soviets can't take over all the tottering economies
of Eastern Europe. If they had to support them all, it would speed
the day when their system would collapse. Regan is right: if you
choke off credit they become undermined.

Haig. I suggest this is an issue for another meeting.

The Vice Pesident. (Switching to another topic) I was disturbed by
the Schmidt comment that cutting off high technology exports to the
Soviets would not be helpful. We'll be in trouble at the COCOM
meeting if he takes that stand. It seems to me that there is
(educational) work to be done.

S ET




Haig. From his comments during his visit, I was about to ask him
if he had access to sensitive information from another power. I
was equally struck.

Casey. The Germans have had a briefing from us on the impact of
high technology transfer. They were impressed.

The President. Maybe he thinks they have already stolen everything
and there is nothing left to get.

The Vice President. Yes, Schmidt talks as if the Soviets don't need
our technology. He points out the Soviets were first in space, for
example. We have a real serious problem (convincing him) and lots
of homework to do.

Golan Heights

The discussion on the Golan Heights began at 1710.

Wiz, Cllewelkg  Wie, PieEsilc@ne, e g ey chne o CEEenEs Ene
Golan Heights question and I am going to pass this over to
Secretary Haig.

Secretary Haig: The Golan Heights question that we have to
deal with, Mr. President, is the UN Resolution which is about
to come up. Jeane will bring us up to date having spent the
afternoon with a frothing Syrian. I did want to tell VioussERhaiE
Begin, both in his meetings with Chuck Percy and in the oral
message that an emissary delivered to me, has raised the white
Elag . Mgy wewme to "ceol dE.T WhiEy ywene e get into our good
books. They have promised, essentially, that there will be no
attacks on the Syrian missiles and no intervention into Lebanon
unless there is major provocation. We have drafted a letter
for you to Begin. We think we have played it Bieine 80 e
Now we come to the question of sanctions. In the letter,
incidentally, you are going to say that we will not support
sanctions.

Ambassador Kirkpatrick: I just spent an hour with the Syrian
Ambassador to the UN. It was like being in a wind tunnel. He
didn't even refer to Israel as a Zionist enttEyloniERrathel o
"crusader remnant" and said that that "crusader THemnlamit=tvwa il
beldrivent intol the 'sea.

The President: Who is the Syrian representative?

SECRET
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Ambassador Kirkpatrick: He is the author of the UN Resolution.
This proposes sanctions. They want all countries to stop
trade, exchanges and all communication with Israel. It is very
clear that we will not agree -- that we will have to veto.

We ought to try to deprive the Resolution of the nine positive
votes it needs for passage, then we don't have to veto. We

are working with Zaire and Togo not to vote positively. If
they do and we veto, we veto. I appealed to the Syrian to
think positively.

Secretary Haig: If we are going to have to veto, the wilder
TENEISEEhelbetter.

The Vice President: What will the UK and France do?

Ambassador Kirkpatrick: If we veto, they may abstain.

The President: Maggie Thatcher has told me that their trade
with the Arabs is very important and that this has her worried.

Mr. Meese: Because of the press, we better be sure we have
some guidance. Is the guidance that we should say is that
we are monitoring the situation and that it is our plan to
vote against sanctions?

Secretary Haig: Well, let's wait until we know exactly what
the Resolution is.

Ambassador Kirkpatrick: Actually, we have seen the Resolution.
It will be presented around 3:00 tomorrow at the UN.

Secretary Weinberger: What if it doesn't succeed? Will they
submit another one?

Ambassador Kirkpatrick: It is difficult to say. Syria is
coming on very strong.

The President then concluded the meeting at 1720.

SECRET,
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SUB JEETH: Golan Heights Input for Minutes
of NSC Meeting Hel on January 5, 1982

Attached is my input on Golan Heights for the Minutes of
the NSC Meeting held on Tuesday, January 5, 1982.
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Golan Heights
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Golan Heights

The discussion on the Golan Heights began at 1710.

Mr. Clark: Mr. President, it is now time to discuss the
Golan Heights question and I am going to pass this over to

Secretary Haig.

Secretary Haig: The Golan Heights question that we have to

deal with, Mr. President, is the UN Resolution which is about
to come up. Jeane will bring us up to date having spent the
aiREeneconmwitEhal FroithimgiS yrifant T daldBwant s Eol el vouthalt
Begin, both in his meetings with Chuck Percy and in the oral
message that an emissary delivered to me, has raised the white
BliagiiThe yiwantERtomicool it % " They want tolget intol eour good
books. They have promised, essentially, that there will be no
attacks on the Syrian missiles and no intervention into Lebanon
unless there is major provocation. We have drafted a letter
for you to Begin. We think we have played it right so far.
Now we come to the question of sanctions. In the letter,
incidentally, you are going to say that we will not support

sanctions.

Ambassador Kirkpatrick: I just spent an hour with the Syrian

Ambassador to the UN. It was like being in a wind tunnel. He
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didn't even refer to Israel as a Zionist entity but rather a
"crusader remnant" and said that that "crusader remnant" will

be driven into the sea.

The President: Who is the Syrian representative?

Ambassador Kirkpatrick: He is the author of the UN Resolution.

This proposes sanctions. They want all countries to stop
trade, exchanges and all communication with Israel. It is very
clear that we will not agree -- that we will have to veto.

We ought to try to deprive the Resolution of the nine positive
votes it needs for passage, then we don't have to veto. We

are working with Zaire and Togo not to vote positively. If
they do and we veto, we veto. I appealed to the Syrian to

think positively.

Secretary Haig: If we are going to have to veto, the wilder

it is the better.

The Vice President: What will the UK and France do?

Ambassador Kirkpatrick: If we veto, they may abstain.

The President: Maggie Thatcher has told me that their trade

with the Arabs is very important and that this has her worried.

SECRET
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Mr. Meese: Because of the press, we better be sure we have
some guidance. Is the guidance that we should say is that
we are monitoring the situation and that it is our plan to

vote against sanctions?

Secretary Haig: Well, let's wait until we know exactly what

the Resolution is.

Ambassador Kirkpatrick: Actually, we have seen the Resolution.

It will be presented around 3:00 tomorrow at the UN.

Secretary Weinberger: What if it doesn't succeed? Will they

submit another one?

Ambassador Kirkpatrick: It is difficult to say. Syria is

coming on very strong.

The President then concluded the meeting at 1720.

SE§§ET
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