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MEMORANDUM .
THE WHITE HOUSE

SEC WASHINGTON December

Poland ) 5

The ‘discussion this morning will be broken down into t
You will be requested to make decisions on the followii

I. Rescheduling'Polish Debt

A. Should the U.S. invoke the "exceptional circu
clause of the 198l debt agreement? "Except1onal (
stances" is having a country refuse to give an ex!
on credit owed ‘them.

B. Assuming the U.S. commercial banks are not pa:
the U.S. government communicate .to the banks its ¢
not to have default proceedings at this time.

1. Contact leading banks and express U.S. de¢
to negotiate.

2. Contact leading banks and indicate U.S. ¢
not invoking "exceptional circumstances".

II. Food Aid to Poland - Lo
Pl
A. Last April we sold $71 million worth of dried
and butter to Poland. Approximately 10% has not !
Should that be stopped?

B. CARE has a program to distribute tens of thous
of CARE packages to the elderly and infirm. Shoul
hold up shipments on this until we have guarantees
we can monitor its distribution?

III. Economic Measures

Against Poland

A, Take action to suspend Polish request for memt
in IMF.

B. Reconsider allowing Polish fishing fleet acces
U.S. waters,

C. Seek Allies' agreement as a "no exception" pol
Poland in COCOM.

D. Suspend renewal of export insurance for Poland
Ex-Im Bank. : -

A
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Against USSR

o - N\ .
A. suspend negotiations indefinitely a$ a maritime agreement.

t'!'

.B. Refuse to set a new date for talks or a long-term grain
agreement. -

C. Encourage Western banks not to lend $200 million Sov1ets
now want to borrow.

D. Add the POllSh 51tuatlon to our arguments for a major
tightening of COCOM controls in exports to the Soviets.

E. Work with our Allies to seek a halt to the export of
oil and gas equipment to the Soviets.

F. Reconsider the Internat10na1 Harvester and Caterpillar
export licenses.
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PROS:

-- Political demonstration of Western solidarity
against GOP and Soviet repression.

~- Over long-term could inhibit Polish economic
recovery.

CONS:

-— Requires unanimous concurrence with our COCOM
partners, a difficult and time-consuming process. The goa
of overall tightening of COCOM at the January HLM has much
greater potential impact than extending "no exceptions" to
Polang.

-- Has little immediate effect since Poland cannot no
afford much Western high-techi jy and will not be able t
for some time.

COSTS:

A fraction of $149 million in U.S. exports to Poland
would be lost to U.S. suppliers. Amount is uncertain due
rapid decline in Polish imports caused by inability to pay

ACTION:

Suspend Polish civil aviati~~ orivileges in the U.S.

ANALYSIS

Suspension of the exchange of notes implementing the
lum aviation agreement recently reached with
ld allow the aviation bilateral agreement
I : .n force to lapse on its terminal date which is
March 31, 1982. This would abrogate all Polish flight
privileges within U.S. airspace as well as Pan Am's
privileges within Pola:r . Pan Am is not currently operati
to Poland, but has planned tentatively to resume service
next summer.

bt i ne

PROS:

-~ Low cost 5 the U.S. since no carrier currently
operating to Poland.




CONS:

-- Would be ineffective without similar restrictions by
other Western nations. Multilateral agreement to such steps
highly unlikely since most countries' aviation rights
covered by bilateral agreements.

-~ Would make communications with Poland more difficult.

ACTION: o
Suspend_o#—postpore IMF consideration of Poland's

membership application.

ANALYSIS:

Poland has only just begun the process of gaining
membership, which would normally occur by mid-1982. A Fund
program for Poland could go into effect by early 1983.
Poland's membership would provide the country with
substantial hard currency resources. Poland's guota might
be on the order of %800 million, of which only $200 million
would have to be paid in hard currency, the rest would be
Polish currency (zloties). Poland would be immediately
eligible to withdraw $400 million of its quota. It would be
eligible for a Fund program of 4.5 times its quota ($3.6
billion) over a five year period if it accepted the Fund's
stringent conditions for such a program. The Fund's
conditions would be both politically and physically
difficult for the Poles, requiring prolonged austerity,
substantial general price increases, restraints on wages,
and other measures to limit consumption. On the other hand,
it is doubtful whether the GOP is either politically strong
enough or economically astute enough to institute adequate
economic stabilization measures by itself. Voting in the
IMF is according to the size of each member's gquota, giving
the U.S. an effective veto. Therefore, we could act
unilaterally. U.S. policy has steadfastly opposed
politicization of the IMF, however, on grounds that it is
strictly an economic organization. With other repressive

I3 ist regi 3 as members, our Allie may 1 fus t sic
v l
PROS:

~~ A blow to the prestige of the Poligh government.
This step amounts to guestioning of the legitimacy of the
present regime since other repressive Communist governments
are members.
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—-— A severe blow to Polish prospects for economic
stabilization and recovery over the medium-term.

-~ Greatly increases the cost to the Soviets of
supporting Poland over the medium to long-term.

CON:

-~ Virtually assures Polish default on Western debts
with associated substantial costs to creditor governments.

-~ Politicizes the IMF, and may be opposed by allies on
that basis.

-- Undercuts any remaining reformist or moderate
elements within the GOP.

COSTS:
Could delay Polish repayments of U.S. debts. Would save
some eventual costs of supporting Fund program for Poland.

Could increase costs if U.S. eventually decides to aid
Poland by delaying economic stabilization and recovery.

ACTION:

Withhold U.S. surplus fisheries allocations to Poland.

ANALYSIS:

Poland received U.S. fish allocations of 220,000 metric
tons in 1981. The fish are an important source of high
protein food in Poland, and are also an important source of
scarce convertible currency since some of the catch is sold
to U.S. processors among others. Withdrawal of the
allocations would constitute a severe blow to Poland's
already inadequate food production, and would contribute to
hardship and malnutrition.

PROS:

-~ Would vput considerable pressure on an already
nign protein Iood.

—~ Would force GOP and Soviets to devote additional
scarce resources to replacement of fish from U.S. waters.

TV




CONS:

—~ A direct use of food as a political weapon would be
seen as a blow against Polish people rather than the
government.

=~ Could lead to further destabilization in Poland.
COSTS:

None to the USG since the fish can be reallocated to
other countries. Some U.S. fish processors, especially Mrs.
Pauls' Kitchens which has had strong Congressional support,
will be affected by the loss of access to attractively
priced Polish catch.

ACTION:

\Seek a Papal visit to Warsaw. We could formally or

lly suggest a Papal visit to the Vatican, pointing
such a visit would serve as a major inspiration to
people and in addition help avoid violence and
government to enter into a meaningful dialogue
ts of Polish society.

encourage t
with all segm

PRO:

-— If the Pope went to Poland, would serve as a
tremendous inspiration Yo the Polish people.

-- Would focus world tention on the situation in
Poland.

-~ With the Pope in Poland, ances of a Soviet

military intervention might decreas

meaningful
tructed Solidarity.

-- (Could force the Government int
negotiations with the Church and a reco

CON:

-- Vatican 7 feel we are interfering in\{nternal

L t

-— Could lead to such an intense response in Pdland
that violence might result.

-- Poles might refuse Pope permission to come to Poland

SngtT/
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The allies may be reluctant to undertake actions they
perceive as directed against the Polish people as well as
actions harmful to them at a time when their own economies
are weak. A nu »er of them, for example, have stated that
they will continue to provide food assistance to Poland
despite the institution of martial law. Their public
statements have ranged from tough on the part of the French
to bland and cautious from the Dutch. On IMF membership, we
are likely to run into considerable opposition from those
who think Polish membership is in the West's interest and
who oppose politicization of the Fund. On the other hand,
it may be easier to gain agreement on establishing a
"no-exceptions" policy for ¢ port licenses to Poland in
COCOM. Finally, we do not know how they will respond to
cutting access for the Polish fishing fleet to Western
waters, but they will prc .y oppose suspension of Polish
civil aviation privileges in Western Europe. The allies are
not likely to oppose the idea of a Papal visit to Poland,
but will probably resist putting any pressure on the Vatican.

Of the five options, the last one, a Papal visit to
Warsaw would have the most dramatic effect and long-term
im; :t on events in Poland. But it is unlikely that either
the Vatican or the GOP would agree to a visit. The economic
measures, on the other hand, should be held in reserve. The
President is sending a letter to Jaruzelski warning him of
the conseguences of a continuation or intensification of his
repressive policies, and we should wait until he has had an
opportunity to react before taking further actions.







Effect: Counselor, and some staff members as part of Embassy,
could operate from Embassy in Washington. Representatives of
Foreign Trade Organizations attached to that office required to .
return home. Polish commercial operatlons in U.S. affected to -
some degree, but not cut entirely since ma}orlty of Polish
export operations conducted through corporatlons chartered in
U.S. Presumably number of Polish nationalsemployed by these
companies could be reduced by visa denial

Cost: GOP could retaliate through s1milar restrictlons on
offices of 'U.S. companies in Warsaw (22)° and the U.S. Trade
Development Center in Warsaw. Assistance rendered to U.S.
companies by the N.Y. Commercial Counselor's office, especially
regarding payments due them, presumably cut.

4. Restrict Access of Polish £ ips to U.S. Ports

Action Needed: Coast Guard denies Polish port access requests;
State Department lengthens current 4-day period of advance
request or notifies GOP of our intention to do so. .

Effect: Would interfere with prompt loading of U.S.-sourced
relief supplies or agricultural commodities to be transported
on Polish bottoms, and unloading Polish exports. Would lessen
competitlveness of Pollsh vessels in cross-trade.

Cost: To USG--None. Amerlcan importers of Polish goods likely
to be affected. GOP may retaliate toward U.S. vessels,

5. Suspend Terms of U.S.-Polish Textile Agreement.

Action Needed: USG gives written notice to GOP 90 days prior
to the end of any Agreement Year (in this case, 1982) of intent
to terminate.

Background: The U.S. has a 4-year bilateral textile ‘'and
apparel restraint agreement with Poland that was negotiated in
1980 and expires at the end of 1984.

Effect: Polish textile exports to U.S. were valued at
approximately $50 million in 1980, and Poland hag consistently
sought increases in its quotas,

Cost: Would enable Poland to ship unrestricted quantities of
textiles to U.S. unless all imports from Poland were embargoed.

6. In®‘-ate USG Will Seek Postponement of IMF Consideration of
Porand's Application; Persuade Allies to Do Lik ‘rise.

Action Nr-4ed: USG Decision; Consultations with Allies
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Effect: Would at minimum postpoc date when Poland could look
forward to financial assistance rrom this agency. Currently
estimated that normal processing of its application would make
Poland eligible only in 1983 for IMF facilities. However,
would also postpone initiation of IMF enforced economic
stabilization program, L s i

1T R '1
PR

Cost: No ‘immediate monetary cost to USG. .Longer-term, would
postpone date when Polish debt and stabilization could be
handled through multilateral body. Could result in withdrawal
of Polish application. N

~—

7. Impose Export Controls, in order of severity:

a) . Suspend the processing/acceptance of ali license
‘applications for the export of technology and products
to Polang.

Effect: Initial step, retaining flexibility to move
further should conditions warrant.

Cost: At present there are 81 cases pending to Poland
with an aggregate export value of about $13.7
million. Least costly of options considered.

“bf*ﬁ.Impdse a partial trade embargo on Poland on high
technology commodities. Multilateral cooperation
required.

Effect: Demonstrates increased concern.

Cost: Difficult to 1lift. Without multilateral
support alternative sources will be available.,

c) Impose selective denials and/or

- suspensions/revocations for specific industries. Seek
Allied agreement on a "no exceptions" policy for
Poland in COCOM,

Effect: Provides flexibility.

Cost: U.S. non-agricﬁltural exports to Poland
) million in 1980 of wh' * '*=~ °71°'-1 was
1 ]
affected U.S. suppliers and loss of reputation as
reliable suppliers. ¥

d) Suspend all applications and validated licenses for
exports to Poland.
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Effect: Suspension or termination of MFN would severely hamper
Poland's ability to export to the U.S. by raising tariff duties
40-50 percent on most exports. The loss of export earnings ‘
would further reduce Poland's debt service ability.
Politically, denial of MFN would be a visible demonstration of
UsG disapproval Depending -on cénditions gontained in
suspending legislation, regalning MFN could prove difficult for
Poland. _
Cost: Economic cost is minimal.

et -

11. Hold Off Initiating Negotiations on Rescheduling of 1982
Debt; Insist on Poland's Being Current on All Principal and
Interest Coming Due, Otherwise __)>ve to Declare Default.
Principal and Interest Due in 1982 Between $500 and
$600 Million. Requires Multilateral Action of Creditor
Governments for Effectiveness and Burden Sharing.,

Action Needed: USG decision. Consultation and agreement of
other creditor governments.

Effect: Greatly increases hard-currency GOP must come up with
and decreases GOP's ability to import necessary foodstuffs and
industrial commodities. Most likely would cause Polish default
on debts, resulting in invocation of cross-~default clauses on
all polish loans, attempts to attach Polish property in West.
Private banks likely to follow suit.

Cost: Polish default on debts most 11kely, resulting in loss
to USG of at least $500 million.

12, Suspend USG Support for Food and Medicine Being Delivered
Through Private Relief Agern-ies.

Action Needed: 'Presidential decision.

Effect: - Shows disapproval of GOP actions, but presumably
affects those Poles most in need, e.g. the
elderly, sick, children.

. == Weakens those Polish organizations, especially
church, which are conduits of these commodities.

J |
.. les ar sed by GOP
propoganda to portray U.S. as uncaring of plight of Polish
people.
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13. Contlnue Suspension on §10n Millinn Credit Faﬂ111+2 for
Purchase of Puu.try Feed auu anc.use to consider huy Further

USG Food Credits.

Action Needed. Presidential decision.

Effect: Immediate economic, effect is small. Impact would
accelerate with time as poultry and meat production declines.
Food shortage would ultimately be borne bx Polish population.

Cost: $100 million of corn not disposed of, but USG financial
exposure in Poland also not raised. o=

~
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18. Embargo on Imports of Soviets Products

American imports from the Soviet Union consist primarily of
gold, non-ferrous metals, fuels, chemicals, and fur skins.

N\
Effect: Since American imports from the U;S.S.R. were less
than 1 percent of Soviet exports to IW countries, barring its
products would not have any significant affect on the Soviet
economy. In symbolic terms, this would be.a drastic step.
" Imports of Soviet goods have never been embargoed across the-
board even at the height of the Cold War.

Cost: Although the Soviet Union is not the only source for the
products listed above, an import abargo could force American
users to, buy from more expensive sources. 'In addition, an
embargo could disrupt long-standing market ties that would be
difficult to reestablish,

Action needed: The President would have to declare a national
emergency under the International Emergency Economic Powers Act.

Attachment I

Since the beginning of January 1980 through the end of

Octc 1981 validated ‘export licenses approved for the USSR
totaled $2.36 billion (936 cases), Agricultural commodity.
licenses alone were $2.09 billion (22 cases). Comparable
numbers for Poland are $66.1 million approved licenses for
705 cases. .

* At present there are 378 cases pending to the USSR with an
aggregate export value of about $170 million. For Poland the
comparable numbers for pending cases are 81, worth

$13. 7 million.

Not all validated licenses result in exports,

-, o ey . .
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‘There is authority in e EAA for controlling,foreign s

by U.S. subsidiaries abroad without regard to U.S. orig
of the goods or technology. The EAA authorizes control
over exports by "persons subject to the Jurlsdictlon of
United States.®™ Such extraterritorial extension of :
jurisdlction is subject to diplomatic, pract1cal and le

o
L3

Controls on sales by foreign subsidiaries of U.S. compa
have been imposed in a number of .cases in the past, suc
the Cuban embargo. Th ie were.,imposed by Treasury unde
the authority of the old Trading.with the Enemy Act. Tt
same jurisdictional reach is in the Internatioanl Emerc
Economic Powers Act. Controls under the Export
Administration Act have traditionally not extended to

transactions by U.S. subsidiaries abroad involving fore
-origin goods. A 1977 amendment to the EAA would permit

broader control of sub51dlar1es, but legislative histor
anticipated sparing use in light of international
repercussions. The authority was used only once in
connection with controls related to the Moscow Olympics

In practice, the extraterritorial reach of the :
Treasury-administered controls, such as the Cuban embar
has been cut back over the years in the face of foreig:

-~-.government protests-and challenges.. The more rec it
‘Iranian embargo-regulations did not extend licensing t«

'U.S. companies abroad. Recent legislation in several

countries subjects U.S. subsidiaries within their bord:
to possible.legal sanctions for action taken in compli:
with ‘extraterritorail demands. Although U.S. control of
reexport of U.S. origin goods and technology by forelgt
firms (U.S. owned and otherwise) presents extraterrito:
issues, it has 1nvolved relatively little controversy |
date.

(e) Exiéting controls-~ Implementing Various options

DoC currently maintains national security controls on |
technology commodities and most technical data exported *
Poland and the USSR, Virtually all these commodlties ar
related data are subject to COCOM controls (s : below).
controls on data are broader than thosg of COCOM

5. DOC al=o maintains trols «

L. 1 _.1 anc i
production Ipment and relat It al:
maintains a control on diesel 28 for

Kama River plant, Items subject to these controls may !
be exported or reexported without authorization f£rom DO!
The options for dealing with items currently subject to
controls are the following:

oC
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b) why the President believes those circumstances
constitute an unusual and extraordinary threat, whi
has it source in whole or substantial part outside
United States, to the national security, foreign
policy, or economy of the United States;

c) the authorities to be exercised and the actions -
be taken in the exercise of those authorities to de:
with those circumstances; :

d) why the President beliéves such actions are
necessary to deal with those circumstances; and

e) any foreign countries with respect -to which such
actions are to be taken, 'and why such actions are t
be taken with respect to those countries.

‘6. Provide follow-up reports to the Congress at least on
every six months describing the actions taken since the
last report and any changes which have occurred concerni
1nformation previously reported;

7. Maintain a file and index of all significant orders o
the President. Each agency shall maintain a file and in
of all rules and reguations taken to implement such orde

.».8. Transmit to.the Cor :ess all significant orders and
“i.rules and regulations under means to assure confidential
where appropriate;:

9, Transmit to the Congress within 90 days after the end
each'six month period after the declaration of national
emergency a report on the total expenditures incurred by
the U.S. Government during the six month period which ar
directly attributable to the imposition of controls,

10. Transmit to the Congr s a final report on all such
expenditures not later than 90 days after termination of
the national emergency.

(d) Under the IEEPA, the President may not control:

1. any postal, telegraphic, telephone, or other personal
communication not invelving a transfer :of anything of
value; or"

2. donation, by persons subject to the jurisdiction of t
Unied States, of articles, st 1 as food, clothing, and

medicine intended to be used to relieve human suffering
except to the extent that the President determines that
such donations (A) would seriously impair his ability to
deal with any national emergency declared under section
of this title, (B) are in response to coercion against t
proposed‘recipient or donor, or (C) would endanger Armed
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Consideration can also be given to seeking a prompt Congressional
‘endorsement by a resolution for’ port for sanctions ‘taken under
the foregoing authorities or thr |h some form of special enabling

legislation. such as legislation conferring authority to revoke or
suspend MFN status.
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