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THE WHITE HOUSE

WASHINGTON

SXCRET
NATIONAL SECURITY COUNCIL MEETING
MINUTES
SUBJECT: Review of December 30, 1981 Sanctions

PARTICIPANTS: The President

Secretary of State Alexander M. Haig, Jr.

Secretary of the Treasury Donald T. Regan

Secretary of Commerce Malcolm Baldrige

Secretary of Energy James B. Edwards

Counselor to the President Edwin Meese III

Director of Central Intelligence William J. Casey

Ambassador Jeane J. Kirkpatrick, USUN 5

Chief of Staff to the President James A. Baker,,III

Assistant to the President for National Security
Affairs William P. Clark

Deputy Secretary of Defense Frank C. Carlucci

Chairman, Joint Chiefs of Staff General David C. Jones

Chief of Staff to the Vice President Admiral
Daniel J. Murphy

Deputy Attorney General Edward Schmults

Deputy United States Trade Representative, Ambassador
David Macdonald

Dr. William Schneider, Jr., OMB

Under Secretary of State for Security Assistance,
Science and Technology James Buckley

Under Secretary of Defense Fred C. Ikle

Observers:

Under Secretary of Commerce Lionel Olmer
MresMalecBERS i elland); TR alsuisyas =

Lt. General Paul F. Gorman, JCS

Mr. Richard G. Darman, White House

Admiral John M. Poindexter, White House

Colonel Michael O. Wheeler, Staff Secretary, NSC
Mr. Norman Bailey, NSC

MiESEHensVaaNaul, SSNSE

Mr. Richard Pipes, NSC (Notetaker)

DATE, TIME Monday, May 24, 1982, 10:30 a.m.
AND PLACE: The Cabinet Room

Clark: Mr. President, this is the time and the place to further
consider our sanctions of December 30. The question is whether
they should be maintained, expanded or rescinded as we aﬁproach
the Versailles Conference. Jim Buckley is present here, awaiting
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further instructions. Secretary Haig, would you please present
the State Department's view.

Ha g M iRre saldentia SE VoLl will recall, you have decided.to :
hold in abeyance the extraterritorial application of sanctions 1n
order to give Jim Buckley the opportunity to see if a mechanism

to restrict the flow of government guaranteed credits can be put
in place. He and I have worked with the Europeans oOn this matter.
We have not made an explicit offer of a deal, but we have tgld them
that we would be flexible on existing contracts if a mechanism
similar to COCOM could be put in place to control the flow of
credits for the remainder of this century. Most European countries
are very supportive and so are the Japanese. The most negat;ve
response comes from the French who claim that they have a private
arrangement with the Soviet Union which precludes such measures.
There is a problem with the rotors for the Siberian pipeline, but
the Europeans are determined to go ahead and find alternate
sources if we give them no choice. Cheysson suggested that they
would be flexible on this matter, however. This Thursday [May 27]
Jim Buckley will have further meetings with the Europeans. I
suggest that we make the Europeans a specific, rather than an
implicit, offer. The Europeans realize that we are prepared to
suspend extraterritoriality if we obtain in return good and hard
commitments on the pipeline issue. The first leg of the Siberian
pipeline is a fait accompli: whether or not we help, we cannot
prevent its completion. Our leverage applies only to the future.
I suggest that we ask Jim to tell the Europeans we are prepared

to be flexible on sanctions if they support credit controls and
promise to limit future pipeline construction: that siisH e Elhalts

they not build a second leg of the Siberian pipeline. They also
should be prepared to limit their purchases of Soviet fuel in the
future. Then, after the Summit, we should go back and take a

look at the whole issue of sanctions because there are serious
Goubts as to whether they are effective and whether they do not
punish us more than the Soviet Union. A good case can be made
that they do.

e

In addition, there is a peripheral question of lesser magnitude.
It involves the Japanese participation in the Sakhalin project.
The Japanese require critical drilling equipment, worth about
$2.0 million, which they can obtain only in the United States.
The Japanese must know before the end of the month whether this
equipment will become available to them or they will be in deep
trouble with the Soviets. The Soviets threaten that, if they do
not get it, they will go elsewhere. We must be consistent.
Painful as it may be, we should let the Japanese obtain this
drilling equipment, if they give us in return firm support on
credits and energy.

Caseyg I havg difficulty in understanding what sort of a deal
we could obtain from the Allies on long-term energy projects. We

believe Fhat.the probabiltity oftheconpiletiionNof it he st ileg
of the Siberian pipeline is only about 85 percent.
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Haig: We think it is 100 percent. The United States should be

constructive. I have talked to the North Sea energy prgducers
and they think the development of this source is very viable. It
will provide business for us and for the Europeans. However, we

should move fast.

Carlucci: We disagree in general with the .State Department's
position. We concur that the Sakhalin project is part of an
overall problem and that if you give in to the Japanese you will
jeopardize the sanctions as a whole and open us up to European
PrEEESEE, Mg g ne clne =@ dblite P sanctions. Martial law
continues in Poland and we should continue our pressures. Al

Haig is right that our pressure will cause the Europeans to look
elsewhere and that GE jobs will in effect be exported to France,
but the alternative is to 1lift the sanctions entirely and this is
not the time for that. Credit controls are fine, but we seriously
doubt if anything tangible can be obtained on this issue before
the Versailles Summit, given the French attitude. Should the
Siberian and Sakhalin pipelines be built, this will be as important
in the long run as are credits. The pipeline is by no means set,
many Europeans have doubts about it. The CIA estimates that the
construction of the rotors by Alsthom-Atlantique will push up the
price. It is true that we cannot stop the Siberian pipeline, but
we can delay it. Some Europeans are beginning to worry whether
the construction of the Siberian pipeline will not preempt the
development of North Sea o0il resources.

Baldrige: I am not speaking for any business constituency, but I
am convinced that the sanctions won't work in the sense that we
want them to work, that is to delay the pipeline construction.

The Russians will have many delays in any event. It is unlikely
that the pipeline will be completed before 1986. I support the
position of the State Department, but I believe we should not

make specific promises until we have had a chance to agree with
the Europeans on alternate sources and credit restrictions. What
we will lose in sanctions will be well worth the gains attained by
this strategy. As concerns Sakhalin, we have seen some movement

from the Japanese on credit restraints. In general, the Japanese
have been cooperative even though there is evidence that they
have backdated their Xomatsu contracts. I have mixed emotions on

the Sakhalin project, but if we can get help from the Japanese on
credits and a promise of no further Komatsu sales, then it may be
well worth it to let them have what they want.

Murphy. ‘When the Vice President was in the Far East, he was
approached on the Sakhalin issue and asked whether we could be
helpful. The Vice President would agree more with Al Haig and
would concur with his position if we can get commitments on

credit restraintsior, better yet, an agreement on' this subject.

On the Siberian pipeline, the Vice President would be torn between
the two opposite positions, but he would be inclined more toward
the position held by Al Haig.
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Regan: We should keep the two problems [the pipeline and credit
restraints] separate. If I were you, Mr. President, I would not
make any decision today. Let us see what Jim Buckley will accomplish
on the 27th on the issue of credits. After that we can give
attention to the pipeline. We should send a letter to the heads
of state urging an agreement on limiting credits to the Soviets.
If we get concurrence on Ehiils), thent thilsEsiisicuescanive removed from
the agenda of the summit. If the Japanese feel that they have to
go ahead, let them, as long as they keep the downpayment to 40

e rEcen Rt dont Eilie E thiem have the equipment unless they

agree -- they are desperate for time. I think we can let the GE
rotors go but not until we have obtained a real commitment on
limiting purchases of gas and the development of the North Sea.

As concerns credits, this is not a big deal. There are only

$400 - $500 million of export subsidies a year. Let us ask .the
Russians to put up 30 percent instead of 15 percent. The French
say they have a protocol with the Russians, but no one has seen
it. They claim they are committed in it until 1985 to go on L5
percent. Their credits are mainly government backed. Private
sources charge more than the government. By placing the Soviet
Union in the top bracket, all one got was a raise in interest
rates from 11-1/2 to 12-1/2 percent. We are really not talking
about an awful lot in restraining credits. It will cost the
Russians something, but not bring them to their knees. In sum, T
urge that a letter be sent to the heads of state, tied to the
Buckley mission, to get an agreement. Then we can talk about the
pipeline after the summit. - ;

Clark: What should one tell Buckley?

Regan: Push as hard as you can. If we trade, make sure we get
something for what we give up. :

Haig: This is precisely what we propose, except we would prefer
to call in the French Ambassador and write to Mitterand. It is
not necessary to write to the other European heads of state
because they are already on board. Hence, the President need not
write to everyone. But on Thursday, Jim has to be specific
rather than general. The French do not want the summit mucked
up.

Buckiley:: N feeclfvelivermade atlotloffprogressiyesiterday,/except
for the French. We have secured agreement on a mechanism, Joe I
have not been able to give the Europeans a quid pro quo. We are
getting more vibrations on the rotors. We could offer them the
rotors. If I have authority, I would have something more concrete
to give. The French do not want Versailles to get bogged down in

East-West controversies.



RET
Ballidiiigelis e French want specific commitments, but if.the_ ‘
French say no to credit controls, do we apply extraterritoriality?
Buckley: Yes, this will have to befourSpesittilont

Ballldmiigeissis In other words there will be no extraterritoriality if

we get concessions [on credit restraints]. We will stil} keep
the sanctions at home. If your mission fails, then we Wkl Eyeieilyy
extraterritoriality. This gives you leverage.

Buckley: It has been dmpitiicitralilaifongithatitne President.can
extend the sanctions extraterritorially. Sanctions will cheat 1Ll

apply to new contracts.

Casey: Europe will depend for 20 - 25 percent of its energy
Tesources on the Soviet Union. If Soviet energy supplies are
fully developed, then whoever sits where you are sitting now, Mr.
President, ten years from now will confront a situation where
Europe obtains 50 percent of its gas supplies from the Soviet
Union. The Soviet Union at that time will earn 80 percent of its
hard currency earnings from gas sales. Any leverage we have
should be used because credit controls are not adequate. It is
true that the pipeline cannot be stopped, but we can delay e Evolel
make it more costly. We should aim at a swap: develop North Sea
resources and give up the pipeline. I certainly agree with Don
Regan that no decision should be made before the summit. Also,
we should not relax the sanctions imposed on Poland, where the

situation has gotten worse. Norway has great potential to supply
energy. It is critical that we do what we can to restrict long-
term dependency on Soviet supplies. Credit restraints are nowhere

near adequate compensation.

Jones: The Joint Chiefs are concerned over controversies in the
Alliance: controversies over such issues as nuclear strategy and

the presence of troops in Europe. This should be a time of
healing at Versailles. We prefer that no pipeline be built, but
if we try too much at the summit, we may get nothing. We need a

successful summit at Versailles.

Macdonald: Brock feels, as does Baldrige, that our first objective
should be to convince Europeans to get alternate sources of

energy. This objective cannot be achieved by technology restrictions.
The latter penalize us.

Kirkpatrick: I would like to say that there is a great deal of
critilciismEinSEheancereoifithelgasideailfie veniinst-hielS o chlalilii st PaiEtey:s
The critics agree that anything that can be done to delay the
pipeline and develop North Sea resources would be to the good.

In other words, we have support inside France. IMore importantly,
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I believe that to l1ift sanctions would be political dynamite. On
four specific occasions, Mr. President, you have publ}cly committed
yourself to take stronger measures if there is no easing of ?he
situation in Poland. There has been no easing of the situation
there’ and now we may retract the sanctions. You have been.crltlclzed
for being too weak. We would be very vulnerable. Tol permitathe
rotors to be built abroad would leave us open to the charge that

Wearelexporting UsS . Hobs.

Schmults: This is a bad time politically to l%ft the sanctions.
Europe should be passive on the Siberian pipeline and develop
closer contacts with Norway.

Haig: All this is good stuff. No one is happy with the pipeline:
we have been arguing against it for 17 months, but now you have
hard choices. British and other European firms can no longer

wait to fulfill existing contracts. You may end up where the
Europeans will develop alternatives and you will put U.S. manu-
facturers out of business. All this for an enterprise that is
already set in place. When you hit a mule with a baseball bat,

he will start kicking. The contracts have been signed and there
is no use talking about them. [Turning to Casey.] Why do you say
that the credit mechanism means nothing? It does. COCOM has for
many years meant nothing but Jim Buckley has put some teeth into
it after Poland. We are in a cooperative mood. We want something
similar for credits. It would be a major advantage to have a
credit control mechanism in place. It will not only affect money
but also improve cooperation. We should tell the Europeans to

put their money where their mouth is.

Buckley: What I want meets Bill Casey's objections: a commitment
to build no second pipeline and exploration of Norwegian resources.
But we must bear in mind that the latter will take ten years.

Casey: I believe that unilless we can' come to an energy and credit
agreement with the Europeans on the basis of their own self-interest
it won't work and won't mean too much anyway. There can be no

deals on this matter.

The President: I will not decide on this matter today, but I

will tell you how I feel in a manner that perhaps will indicate
(EhalEileanSMeoneMwayanaithersthanith el o then: i el E = albial on g Eliait
we imposed the sanctions because of Poland and that credit controls
were to be a quid pro quo for our not applying extraterritoriality.
Now it looks as though we are backing off. I am feeling myself
like that mule who is ready to kick. How much do we have to give
up to get a harmonious meeting at Versailles? What is it worth
EoRgo s EolVensaiililleszi Al youtgetiisiisSome ™ jlet lag 3 We said
there would be more punishments coming and here Walesa is still

in jail and we are already talking about relaxing the sanctions.

We will lose all credibility. We talk well, but the Europeans
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i aivayic R backRoE A R The SevietMUnionEEis economical}y on the
ropes -- they are selling rat meat on the market. This isithe

time to punish them. The Europeans should tell the Russians to
ease up in Poland, relax martial law, release Lech Walesa. We

are not able to afford politically to relax. The Europeans
should have a bit of guts. We should tell them: we will help

you with North Sea energy resources —-- O.K. have your pipeline,
but no second pipeline, and develop Norway. I had to swallow
hard on the sanctions. I care for the U.S. unemployed. How are

we going to explain that nothing has improved in Poland, but

that business is business? We have arguments on our side. Why
don't we provide the leadership and tell the Europeans who is the
enemy —- it is not us. We are willing to help the Russians sL3E
they straighten up and fly right. We want deeds and they can
begin with Poland. We don't even wait for the finale on the
credits and are ready to give up.

Buckley: But, there is a quid pro quo.

The President: But this is for extraterritoriality. What happens
to our promise that we shall do more nasty things? The Europeans
are in a better position because they do business with the Soviet
Union: let them tell the Russians we want action on Poland.

Baldrige: On the quid pro quo. I do not agree el Bl CasEy
That credit restraints are not significant. They are more
significant than restraints on manufactured goods. Today you can
always obtain technology in two years or so, but credits cover
the ‘entire economy. Control on credits will hurt the Soviets
more. This, however, may be difficult to explain politically.

The President: I agree. Yes, our sanctions are a leaky sieve
and if credit sanctions are imposed, they will have to pay hard
cash. Here they are vulnerable. Moscow has to hollldRouEMtEs
hand.

Clark: Unless there is something further, we will now adjourn.
In sum, there is no decision to be taken, but a strong direction .
has been indicated. Please hold all this in the family.. -

The meeting adjourned at 11:30 a.m.

SE T

SECRET




FESTORREEE T iosy

s ety bt -




-
O3

NeQ
504(%2
 ast- Wesd

:a.h/ \l\m“u Hai g e beew lnewsoa 0/ -Qm.

03¢

» Iu,d e i_\,\L oéuu. M-L
N =N
ekl L:\ V& oo 0F ot

tnedt -L toJ-t‘o\s. O\ Our % 0«0-*:\ A P breraag C‘u—l‘-"\
et doe iz

Coe ‘\’LL S“‘ bQ?— ta — e Qu&‘e
UA Au& ‘-3 he: G‘euc(a oy @
x = V““’ "'\ML “QM Cornma
! : QGA:‘C\(‘.(-S (P \*wj-ww\ 4% QN.LH co\on(S
| M.A o el \ e
_-’MCQC\BM e-\-@c,\gé'\rs® &&anakgu‘s

O Mc\-( SL \c. og ﬁ( MQ ‘CM
""“\“‘3

I sC,JA

| i CQu-— % “QS: ! ‘Q 0 kel

lw;m_ﬂ

s Qoo

e Oo‘vo‘ m/ l%\- (e

QQ/‘S o

o du Oarcannd ecch 1 . o

i ( v QMLJWQ 7 =

| Qw_-«,.(md ST

“‘1‘3 Noht. Lea .. \Jmﬂy@ amu.ua}u-t ‘
Q(\!\\ucc m% CQ,LQa.e&l o Shtie we Iu.u)aAc/

jh’(\\

CQMU.u(‘ O-.U\ QI.JJ\ é%“
J—Qua V.S V\o‘\' XO \Y—\ \&J'\CLM Y el SL&L"-(‘Q‘O-'\
o«:‘ — e \mu( Wo »VOQQW« Y o~9’ e
A DA e a5

s ble W five Fon sunedd
%{ ﬁ Qq,\\f:,\ﬁae&uw/C\ @Mage—'ﬂu

it
¥
i
i1




®

A : é “Q . DM AC N, Qea o —
ot QA ol QCcevuP\s W\
Gul %\o QOwwe...:\b %

Qo% } “Ha..choon i vvo“‘ cle\aY CO\A:.Q(C_"’ O O@Q fice

| —sda_é..ﬂg kw

§ oouoon ,Qrwl acm:‘r l S:H:L%m we Qe

e Q BT 1ol Ruckley
caoa mLm S;&L«,Qm Berue

L &w@ ce0d

g 27*" m,u,fé
- L L ewdo. .
/s: 8&/@&1 a« ]

> Coubigent O heal o = e

' to (‘J..ec/:,fo not Piuch we'As /0055
at- (4@0 500”6“”) woent b G )L do

g ,'—’C.sa ~L2u oco/afw G
| 17 o e na% Jé«o a&f@ad




H
id
8 |

v Ao 4 e s e sty .

®

w\lbuul—-\:h;&ws o ““e bd  mow | b.d

K Aot TMWJ

o i

& il as Bandos Re Bocn

\ dis conel Lb\~<\Q we ' ne "3/0«.@_
QALQLC;%\%- ] T A QA g I o:-Jr
‘go&rw y Siuee r(jLu«A One :
Dlats enob\mm e to ,Qv. S—G-LQ—Q

Jie g SNt

Qm&\ : ._cQ_u_ el ﬁ‘ (&AA O/OQQ b

~\Q..a... Qeren

25_;

. -:,_(%woe\e
o G«Qé:a?\s (%ucw '—k.oa:\ d C,QQAB

Q&Q — Cc_n?‘ we m%‘ a.,@

(Co««. u“\ 3

6;@ 5% 000 m \z ,
o» N sz/ Q&Séam \m&éfu

e ' be a ch %
Lut

C\NAW T we wae‘ Q,gowf[ Coutroveroef im 4[/14.«-“1

S S N A 5 3 SN

——'*Ag:.o SAOM/J/&QJIMOO/ Ilt()’(—h




@

-&_,_ Q‘\\o“a ‘()u. ID(AOQQ OQMO,QQL"“
W me——\o Comee QDA /0 Sl

Su.uuw-oo
. Oun ODdw ac-‘\u«m

-(:LL ¢ o qﬁowz\meu:\-b /()OQL\OM .
(N et \-\Q_A 'Lo.guuo =S rou\&:fkl

wd.éouw\'\- eC\M .

z —\» V\Y\QEAQCAA O "o CL“OD S(\QL @( D»O""M

clc.% V\O&’_‘

\Qw\ w(\afpwc‘ mc‘zﬂu){)
gmwv& w\w lca.o\ o S
,& ol — mszo ik
WQJe éj /u(za/s Co«ﬁacé
Slcnea/ &iza/(/ cécwwan«) O/o “efan
.soQu#A oo we'se had (000
ﬁ:i/ %ﬁ Ouabo }7/ j
cuza/(/s 0d co. amé Lo c/o/ e
T LSS
Qu&t—h /Q)(_\ On M«uﬁb OuN ‘3\0@&«—

Q“ ‘(00»:9 Jﬁi:‘gﬂzuﬁ 4@»« Oun &Q

AR AR s AR AR ISR 5\ eve

ST




®

} . ,;] S P
%Ezntm(oo : O’K L—__“ﬁmﬂqu m{'s : ‘Do"‘"l‘
Q,w > Lbou\» w:ﬁz%ﬁpcua on ‘Am/az) buj /\(w( (gw#fw

% @\MOI\.L e \-Leul\ ,i& So‘.«uJA 1lt‘-'

‘ : ‘ T e wo -uo)w hu‘c C')~U.‘ ‘s

) | @ beea .0 ‘Ao we M VoD -/o Lcwc
: Sy L\cokuov\ oua it Qomcﬂ.

@ \M%& SQ’AQQ &“,0 "V\O'\'\w«osdowl
; ch L' ne haacua
' @ Cnedi ()1,@.‘ ol Spc.é ,
@ €C om0 i mé/_ thcuc é’ovwé on

;4/% el

a,/ J

, @ -lej/ e/ - [#e gufo e

TS s é‘ .

69 Mﬁf %a/)o/ e /scwc;a««a ' ,‘

v ewup/o @M
——ﬁ \‘jjc Lb:/q ;L7£()M/C/

@ led s 0 ,&&a&w%
5[21 @40'5 ‘éé.'z ﬂu,i._j L(Z.S

\u.u (‘_o we. 0 Al MM.QLM
(S\MQ Q\« /Qll{), L(jc ” Ao wao —— % O«a&k‘g

1
i
:
i
g.?




&\Ac.e‘s_ M i As — 3 - ke mw
e ‘qu ouen \o i @‘\’Q.OM
— &Rl b cuclon

oA LRI

S&"'DV\C‘

Lol




	DSC_9122
	DSC_9123
	DSC_9124
	DSC_9125
	DSC_9126
	DSC_9127
	DSC_9128
	DSC_9129
	DSC_9130
	DSC_9131
	DSC_9132
	DSC_9133
	DSC_9134
	DSC_9135

