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BLACKMAIL 

That Soviet Gas Pipeline 
To the West 

MILES COSTICK 

0 NE OF THE POINTS President 
Reagan was most concerned to 

make at Ottawa had to do with the So
viet proposal to build a natural-gas pipe
line from nonhwestcrn Siberia to West
ern Europe. As Mr. Reagan pointed 
out, this proposal presents a dangerous 
threat to the unity of the Atlantic Alli
ance, for it would bring about a) in
creased Western European economic 
dependence on Soviet energy and b) 11 

solution of the Soviet Union's impend
ing energy crisis. The former could lead 
to the Finlandization of Western Eu
rope: the latter would mean the Soviet 
Union could afford to emphasize the 
military sector of its economy. 

Although Chancellor Schmidt was 
not prepared to acknowledge it, there 
is another choice. Viable and secure al
ternative energy sources for Western 
Europe do exist. The Soviet proposal 
is not the only or even the most attrac
tive option. 

The Sting 

The Soviet plan is to build a 3.500-
milc pipeline from natural-gas fields 
near the city of Yamburg on the Yamat 
peninsula, across the nonhcrn tundra, 
through Eastern Europe to Austria and 
West Germany. There it will link up 
with an existing distribution network 
supplying natural gas to the whole of 
Western Europe. To finance the pipe
line and the facili ties needed to exploit 
the Yamburg gas reserves, the Soviets 
want to borrow from financial institu
tions in Western Europe and Japan. 
With these funds, they will purchase 
from their creditor nations large-di
ameter seamless pipe, maintenance and 
operation equipment, heavy-duty arctic 
construction equipment, and various 
services currently unavailable in the 
Soviet bloc. Upon completion of the 
pipeline. the Soviets will repay the loan 

by cxponing to Western Europe a Mguar
antccd" 1.5 trillion cubic fcot of natural 
gas per year at whatever the prevailing 
prices arc then on the world market. 

For some time now, the Soviets have 
engaged in intensive negotiations with 
governments, financial institutions. gas 
utilities. and steel pipe and construction 
equipment concerns in West Germany. 
France, Italy, Belgium, the Netherlands, 
~ustria, Spain, England. the United 
States, and Japan. Steel and construc
tion firms, facing a tight world market, 
underutilized plant capacity, and intense 
international competition, arc cager to 
enter into what appear to be lucra-fi,t 
supply contracts. Natural-gas distra er 
tors, cager to diversify their sources of 
supply. find Soviet gas cxpons an at
tractive proposition. The Western Eu
ropean governments. while wary of the 
Soviet Union's true intentions. want to 
lessen their dependence on the Middle 
East and the Persian Gulf for energy 
needs. The immediate boost the deal 
would give to key national industries 
and general employment figures is yet 
another reason to move ahead on the 
Soviet proposal. 

While there have been protests in all 
these countries against the pipeline, the 
major roadblocks thus far have been the 
financial institutions that would have 
to come up with the hard cash. With 
world interest rates now between 11 and 
14 per cent, bankers arc not wholly en
thusiastic over the prospect of loaning 
the Soviet Union $15 billion at 7.75 per 
cent, to be repaid over ten years with a 
grace period equal to the time ncces- , 
sary to build the line. The twenty-bank 
consonium of West Germany, respon
sible for S6 billion in possible loans and 
considered the financial community's 
leader in the negotiations, is balking at 
these terms. 

Up to now, West Germany and the 
other governments that would be most 
affected by huge impons of Soviet nat-

7 

ural gas have .minimized the political 
and military implications of the deal. 
The West German government, for ex-
ample, maintains that Soviet natural 
gas will never amount to more than 
30 per cent of their gas imports. The 
government funhcr maintains that So
viet natural gas will account for only 5 
per cent of West Germany's total energy 
consumption. The same percentages, it 
is estimated, would penain for West-
ern Europe as a whole. 

But there arc strong reasons to be
lieve that these figures underrate the 
role Soviet natural gas will play in the 
Western European energy picture when 
the pipeline is completed. Take West 
Germany. It will impon 425 to 550 bil
lion cubic feet per year ( bcf / yr) of nat
ural gas from the Soviet Union if the 
pipeline is completed. This represents 
as much as 7 per cent of West Ger
many's total demand, a small, but very 
imponant, amount. The precise percent
age that Soviet natural gas would sup
ply, however, should not be the main 
focus of debate: 1.5 trillion cubic feet 
is lots of natural gas. and there will be 
political consequences regardless. 

The various sources of energy (natu
ral gas. petroleum, coal, hydroelectric, 
and nuclear) arc not readily interchange
able. West Germany's primary consum
ers of natural gas arc the chemical, pet
rochemical, and steel industries. None 
of the alternative sources could be rap
idly substituted for natural gas in the 
event of any· significant cunailmcnt of 
supply, because the power-generating 
facilities of these industries arc not 
configured to use those sources. They 
could be modified to use some of those 
alternative sources, but the modification 
process would take at least six months 
to complete, and probably longer. 

For all practical purpoks. if Soviet 
natural gas were cut off for any reason, 
technical or political, other natural-gas 
supplies would have to be found. Yet 
no significant Mspot market" for natural 
gas exists: 425 bcf / yr will not be avail
able on shon notice. Any adequate 
stockpiling of natural gas would be 
prohibitively expensive. · 

The rapid repercussions any sudden 
cutback of Soviet natural gas would 
have on West Germany's economy con-

(CONTINUED NEXT PAGE) 
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t11in the seeds of immense political vul
nerability. The dependence of West 
German industries on Soviet natural 
gas. combined wiflh a growing reliance 
of these same industries on exports to 
the Soviet bloc. would create a pres
sure point for Soviet m11nipul11tion. 

Eastward, Ho 

In the worst case. the Soviets could 
threaten to cut all economic relations 
between West Germany 1tnd the bloc. 
including expons of natural gas. and 
plunge West Germany into economic 
chaos. Far more likely. the West Ger
man leadership. understanding the ex
tent of its dependence and vulnerability, 
would lldopt policies more in line with 
the Soviet platform. In short, Finland
ization. West Germany. let us remember. 
was unwilling to join the American-led 
embargo of the Soviet Union following 
the Soviet army's invasion of Afghani
stan. 

Project this scenario to all of Western 
Europe. and what you have is II very 
dangerous possible future for the At
lantic Alliance. A splitting of NA TO, 
which could result from this situation, 
would leave the industrial democracies 
without the unified will to resist Soviet 
aggression. 

Equally serious. by helping the Soviet 
Union to solve inexpensively one of its 
fundamental long-term strategic prob
lems-its looming energy crisis-the 

Western democracies would be subsidiz
ing an otherwise inefficient economy 
which suppons a totalitarian society bent 
on world domination. 

Soviet reserves and production of 
petroleum are falling off. lncre.1scd re
serves and production of natural gas are 
intended to replace the petroleum shon
fall and provide for projected growth in 
Soviet energy demand. including ex
pons. Recent studies suggest. though. 
that the Soviet Union faces a long-term 
energy shonage which stems. not from 
a lack of proved natural-gas reserves, 
but from severe deficiencies in prospect
ing. production, tertiary recovery. and 
transportation technologies. 

This is panicularly true of technol
ogies to deal with adverse climatic . con
ditions. such as those in Siberia, where 
most Soviet energy sources are located. 
The Yamat pipeline project would nec
essarily involve ·ti'iinsfer from the West 
of the sophisticated prospecting. drilling. 
and pumping technologies applicable to 
permafrost environments. The pipeline 
project offers a comprehensive solution 
to a problem the Soviets could O!~f,. 

wise only solve through a massive rt -It, -
ployment of economic, technical. v..J 
human resources-resources now de
voted to the Soviet military-industrial 
a>mplex. 

This two-pronged threat, economic 
and military, to the Atlantic Alliance 
must be stopped. American leadership 
is crucial in this regard. U.S. policy 
should be aimed at reimposing the West-
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. 
em embargo on high-technology exports 
to the Soviet Union instituted after the 
invasion of Afghanistan. 

As a first st~. tke Reagan Admin
istration should withdraw the validated 
export licenses granted to Caterpillar 
Tractor and International Harvester. 
This can be done legally under the 1979 
Expon Administration Act and would 
involve only minimal losses to those 
corporations. mainly administrative costs 
related to preliminary talks with the 
Soviets and the export license appli
cation process. Immediate action in this 
regard would put both America's allies 
nd the Soviet Union on notice that the 
new President is serious about maintain
ing Western resolve and will pursue a 
coherent policy toward that end. In ad
dition, the President should exercise his 
leadership in the alliance by inducing 
the Unit_ed States' allies to reimpose 
their embargoes. This is what President 
Reagan emphasized to Chancellor Hel
mut Schmidt in Onawa. 

If ... If .If 

This will not be an easy task. West 
Germany and France will be particular
ly difficult to persuade. But France has 
a history of independence from super
power influence and may come to real
ize that overly close ties with the Eastern 
economies could represent a threat to its 
independent position. If Japan can be 
convinced that other states will not 
simply pick up business deals Japan de
clines. it may return to the embargo as 
well. Great Britain anc:I Canada can be 
counted upon so Jong as the United 
States itself follows the embargo scru
pulously. If the rest of the alliance holds 
firm, West Germany will begin to feel 
isolated and may re-examine its policies. 

American insistence that Western Eu
rope withdraw from negotiations with 
the Soviet" Union over the pipeline won't 
prevail unless viable alternatives can be 
found. With the Middle East unstable. 
Western Europe must diversify its 
sources of energy supply. Several ll)ter
natives do exist and ought to be 1given 
serious consideration: expanded nuclear 
power; increased exploitation of Nonh 
Sea hydrocarbons. especially the Nor
wegian sector; and American coal. 

While there arc environmental risks 
associated with nuclear power. the man-

( CONTINUED NEXT PAGE) 
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Coast via slurry pipeline or rail and then 
SOVIET PIPELINE -- CONT .transshipped to Europe. Coal gasifica-=-a::;..;....=.;;;;..;:;...,_;;;..=.;:a.==-';;.;;..;.=----'-=~-

a~ement of those risks is far preferable 
to the political risk of excessive depend
ence on Soviet natural gas. Illegal inter
ference with the construction of n~clear 
facilities and lengthy and costly admin
istration of regulations have held nu
clear power far below its potential con
tribution to Western European energy 
consumrtion. American nuclear policy 
during the Carter Administration (e.g., 
refusing to reprocess nuclear fuels and 
discouraging exports of nuclear power 
facilities) further discouraged Western 
European nuclear programs. 

Nuclear Options 

Western Europe, if it were to utilize 
the expanded nuclear power option, 
would be far less vulnerable to inter
ruptions of energy sources. Nuclear fuel 
supplies are needed only intermittently. 
and much of the reserves lie outside the 
Communist world. A Western Euro

tion plants could be built in each of the 
consuming nations and linked to the 
existing Western European pipeline net
work. Whereas the natural-gas reserves 
to be exploited at Yamburg can supply 
Western Europe for only thirty years, 
American coal supplies a re sufficient 
for three hundred years. 

The week following President Rea
gan's return from Ottawa, Secretary of 
State Alexander Haig confirmed that 
the Administration was giving top prior
ity to proposals to offer the Western 
European allies greater access to U.S. 
coal and nuclear energy supplies in the 
hopes of averting what he called .. the 
possibility of over-reliance" on the So
viet Union by the Atlantic allies. 

This alternative plan is both techno
logically feasible and competitive in 
price with the Soviet pipeline project. 
Most important of all, its entire logis
tical. infrastructure would remain in the 
West. With it in place, there could be 
no Soviet blackmail threat down the 
Ii~. r 

pean nuclear fuel reprocessing facility ,---------------...... -J 
would further insulate Western Europe 
from possible future interruptions of 
supply. 

Exploitation of North Sea carbons. 
including petroleum and natural gas. is 
another viable alternative source of 
supply. The Norwegian sector. in par• ' 
ticular. is estimated to be capable of 
much higher levels of production. In the 
past. Norway has not exploited its re
serves to their full potential for domes
tic reasons. In brief. Norwegians have 
feared that expanded production would 
change their way of life; petrodollars 
might bring inflation. In addition. ex- , 
panded production increases the risk of ; 
oil-rig disasters. 

However. Norway is a member of 
NA TO and has responsibilities to the 
alliance as a whole. To the extent that I 

Norwegian energy exports would make 
it less necessary for Western Europe to 
seek other supplies, Norway would be 
making a positive contribution to NATO 
and hence to Norwegian security. As in 
the case of an expanded nuclear power 
program. Norwegian energy supplies 
would decrease Western Europe's vul
nerability to supply interruption. 

Finally. the United States itself can 
offer an alternative to the Soviet gas 
deal. Huge reserves of coal e-xist in the 
western states. Those could be exploited ' 
and the coal transported to the East 1 
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SIBERIAN GAS FIELD 
DELAYED BY SOVIET 

Deposit Earm,arked for Europe 
Is Put Off as Nearby Giant 

Resources Get Priority 

ByTiiEODORESHABAD 
The Soviet Union, in a shift of its 

natural-gas strategy, has disclosed that 
it is delaying the development of a new 
Siberian field that was to be a major 
supplier of gas to West Germany and 
other European countries. 

Instead of proceeding with develo~ 
ment of the proposed Arctic field, known 
as Yamburg, Soviet planners have de
cided to concentrate efforts on the huge 
Urengot field, 150 miles to the south. 

Urengot, the largest gas field in the 
world, has been producing gas since 
1978. 'Under the five-year plan for 1981-
85, its output ts scheduled to rise from 
1. 75 trilllon cubic feet last year to 8.4 tril
llon in 1985. If the goal ts met, this single 
field would yield the equivalent of 40 
percent of all of the United States' cur-

. rent output of natural gas. . 

9 

It would thus meet growing Soviet d~ 
mestic needs and, presumably, any 
!additional export commitments arising 
!;'it of the new European pipeline deal. 
\ 1be Urengot field was in the news in 
lthe early 1970's tn COMection with the 
plans of an American consortium to ship 
1Soviet liquefied natural gas by tanker to 
'the United States' East Coast. The 
project did not materialize, and the 
Soviet Union proceeded to develop the 
field on its own. . 

A Quesdoa of Efficiency 
Urengot is the second of the giant Si

berian fields to be developed. The first, 
Medvezhye, started up in 1972 and now 

· produces 2.5 trillion cubic feet a year. 
The change tn development strategy 

wp reported Aug. 1 by the new Minister 
oflhe Gas Industry, Vasily A. Dinkov, in 

: Sovetskaya Rosstya, the newspaper of 
: the Russian Republic, in which the Sibe
l rian gas fields are situated. Mr. Dinkov, 
, 56 years old, took over the helm of the 
I gas industry from Sabtt A. Orudzbev, 
. who died in April at the age of 68. 
I Mr. Dinkov said the new five-year 
1 plan originally envisaged raising gas 
' output through the development of both 
' Urengot and Yamburg, the latter being 
advertised as the main source of addi

' tlonalgas for Western Europe. 
The Gas Minister said detailed studies 

· showed, however, that construction ca
pacity would be used more effectively 
by concentrating 'on Urengoi •. with only 

, some preliminary work planned for 
· Yamburg unw 1985. Mr .. Dlnkov said 
. this would save a blllton rubles. In the 
! current five-year plan, investment in 
1 the gas industry, most of it in Siberia, ls 
· to be 20 billion rubles ($26 billion), twice 
the amount invested in 1976-80. 

- Gu Becomes More Important 
: Natural gas, a rapidly growing Soviet 
, energy source in the 1970's, has assumed 
ever greater stgntftcance because oil 

1 production has leveled off and a stagnat
. ing coal industry has been unable to sub
stitute coal for oil, as originally envis
aged bySovlet·planners. 

I The expectations are that natural gas 
will play a more important role not only 
;in the Soviet domestic fuel mix but also 
as an earner of foreign exchange. The 
iShare of natural gas in the Soviet fuel 
mix ls expected to rise from 27 percent 
jlast year to 35 percent by 1985. . 

1 The matn problem facing Soviet in
, dustry ts to install the pipelines needed 
: to move the gas from the producing re
gion astride the Arctic Circle to the 

. European part of the Soviet Union and 
on into Eastern and Western Europe. 

1 A transmission capacity of o trillion 
cubic feet a year was in place last year 
as West Siberia produced one-third of 
the Soviet natural gas output of 15 tril
lion cubic feet. By 1985, the Siberian 
fields, matnly on the strength of Uren
got, are to yield some 12 trillton cubic 
feet of gas, or 55 percent of the projected 
Soviet output of 22 trillton cubic feet. 

The transmission of 7 trillion . more 
cubic feet of gas a year from Siberia will 
call for an intensive pipelaying effort, 
involvtng six pipelines 56 inches in 
diameter totaltng some 12,000 miles 
with 174 compressor stations. 

(CONTINUED NEXT PA~E) 
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West Uermans•se, on Soviet gas.-~• 
. '_ ByVfctoriaPope . ··· · . . ,•~ .;· .'- · :::. 

Specialto-TheChristianScienceMonitor: · -- _;! 
. ·: · ' .. ," ... . _,, . .-:·, .. : .. Bew 

· · The Reagan administra~~riUIDd littlec-,,~.any, 
- support m.Borin for an alterna~V&eoeqJy-paekagei 
aimed at wooing West Germany from a proposed:$lt~ 
billion gas pipeline deal with the Soviet Union . .. , _ _ _ -~ 

If West Germany signs a contract for the-construe""! 
Uon. the controversial partnership woulcfrepresent thel 
biggest business deal ever between· the capitalist and .: 
cornmumst·world. · . ·· · , . . ·, .. "·•!- -~,::··•;·:·:•, 

The United States is concerned that--such.. a · dea~ 
would make Western Europe ~ parttcularlyWest Ger--: 
many - too dependent on-the-Soviet Union for-energy~ 
supplles~- '! ,. ;• ,: ,- .~.; ._ .. ,, · .-. ,,. · ·-1 

Financial experts predictthal;;theexpected counter-··• 
proposal from the United States would offer a combina- ; 
tion of. coal and enriched uranj.um. But both energy·1 
sourc~ are loaded with political implications in West • 
Germany. and. not likely to·.upset the rhythm of West·! 
German-Soviet . negotiations • . , which are: reportedly ~: . 
movingatasteadypace. : .- ~..,-~:,::_,:';~ ~~- :-: .. 1-

West Germany's vocal ·antinuclear lobby would. 
quickly lash out against any consideration of atomic 

· power foe energy, and coal would~ similarly judged ,, 
as environmentally harmful. Faced with widespread -:i 
criticism of the-United States' neutron-bomb decision;:.. ·j 
.Chancellor Helmut Schmidt's government isn't looking:,:'! 
for another ' volatile issue. "We ·have enough anti• -
Americanism as it is." said one international business-
man spe'Cializing in energy. . .,. · · ·· • 

For West Germany. agreement on the pipellne goes 
well beyond relief for its energy problems. Faced with 
a sluggish economy and rising unemployment. Bonn 
welcomes the possibility of new contracts for its ailing 
industries. Well before West German consumers would 
use gas to- heat their homes. German· manufacturers 
may stoke-their shrinking coffers with contract money 
for pipes~ compressors. and other equipment; 

The giant project. in the works since 1978, would 
: mean that natural gas would be pumped from the 
frozen ~astes of Si~ria ~~~e· than 3,000 miles: ' 
to the Bavarian frontier, where it would Ue · 
into a European energy grid. At first, *~ 
pipeline would meet only 5 percent of West 
Germany's energy needs. but by the end of 
the decade. the nation would be·dependent on 
the Soviet Union for more than 40 percent of , 
its supply. With an estimated annual import · 
of 24 billion cubic meters of gas from the So-
viet Union. it would become the largest gas-• 
importing country in the world. -

Washington has argued that the deal would 
give the Soviets the Western technology they 
desperately need. and free capital for build· 
ing up defense. A counterargument, voiced by 
several international traders in Bonn. is that 
the deal provides Western leverage against 
actions such as an invasion of Poland. 

US Assistant Secretary of State Robert D. 
Hormats is due in the West German capital . 
the first week of October. and senior White ; 
House officials have expressed hope he will ' 

11ave-.with hini·a workab1ea1teniatfve to -th.;?· · 
Soviet pipeline.,. wbicb would tr.msport about ; 

· 40 billion cubic.meters a year. to Western Eu• \ 
_ rope. Besides West Germany; tbe nations-of_:: 

Austria. Belgium, France. Italy, the Nether-; 
lands. Sweden, -and Switzerland have an 1 

' ·showninterestinreceiv:i,ngthenaturalgas. :· } 
But the West Germans. are making their~ 

own plans. Count Otto Lambsdorff. the West: 
. German minister.-for economic affairs. wrnj 
· bead a ·delegation due to arrive In Moscow.J 
Sept. ·24. East-West banking sources say. And 1 

. it is llkely that the pipeline will be at tbe top of.! 
his'agenda. · . · · . ·1 

Preliminary approval of the project early~ 
this -year was spurred by soaring interest i 
rates on the continent and Moscow's insis- : 
tence OD lower-than-market-level tfnancing. ' 
But by the end of July, the West German coo-_., 
sorttum of 14 banks had· established anothel' · 
. . .. . . -- ·=-- . ·.•. ... - . . .. ... -·-·", 

. "preliminary" ·agreement . wbicb the-· banks~, 
called "a necessary precondition for conclud-:

1 · ing contracts" for West German equipment :1 
Banking sources in Bonn said that the bigb- . 

· interest rates may be buried in the price. of : i 
, . the equipment". to. . resolve the-- financing i 
. logjB~~~P~~~ ~f ~e g~ i~ll is y~i~~~~ : , 
· stumbling block, and the West German gas :: 
·. importing firm. Ruhrgas. has refused to ac- 1! 
· · cept a· Soviet proposal that the price be in par- .; . 
- ity with oil. -.. • - · •• --~:..·. 1 

Though the supplying of pipes is no longer! 
· · being discussed in the main credit negotla-: 

tions, several West German companies stand: .. _______________ , 
' i 

By the end of the decacfe, --~ : ... ~~ 
West .Germany would be :•J 

··· dependent on the._Soviet' :' . ---,_.;~ 
Union for more than 40 .-- ·· ... 7 
percent' of its gas supply~.'.:·.: _- ·_,:i 
. . ... ... ·- .. ; .... . . _ . _._ .. .. .. '\ . . . 

at the front of the line for contracts. The pipew 
lin~ manufacturer Mannesmann. in deep ft· 
nancial trouble. has already extended a credit 
of about S billion deutsche marks (about $2.l 
billion) to the Soviets, and signed an agree
ment iii April to supply the Soviet Union with . ' 
550,000 tons of pipe. · 

The official Sovie t news a gency Tass an
nounced the formal exchange of papers on the ' 
deal Aug. 25, stating a " major new contract" 
had been closed. But a Mannesmann spokes- . 
man in Di.isseldorf said that the order for steel : 
pipes was part of the April contract. with no ' 
direct link to the pipeline deal. 
- But Moscow's trumpeting of last spring's 
contract showed that the Russians are an.'<· 
ious to keep the issue in the spotlight. 
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·_Energy -
·. Ir( EiirOpe 

· By Joseph Bamea · 

· UNITED NATIONS, N.Y. - There· 
· ls a growtng dispute between . tb1 
United States and the- caunt:rles of 
Western Europe. in particular West 
· Germany, about the sources and 1111>': 
: ply of energy to those countries. 
;_ The United Statesobjects to Westenl 
Europe's plans to import large 
amounts of So9tet natural ps and to 
participate in building an expensive 
gas pipeline from S1berla for that pur
pose. Secretary of State Alexander M. 
Haig Jr. bas offered replacements bl 
the form of coal and nuclear power ta 
be supplied by die United Stat.a. Mr . . 

·~ Halg'srespomerwls not only a fall-
-ure to understand tbat West Germany 
ls eager to nduce unemployment by 
keeping its steel fadaries busy turnmg · 
out pipeline secttons but al9o, · and 
more impc;,rtant. the· State ~ · 

· ment's laci of information on wescera 
Europe's eDer1Y potential, partlc:Qo 
iarlyits natural gas poteDtiaL 

In addition to gas, Western Eurvpe 
has many otber energy resources. In
cluding light crude oil, which bas been 
explored and· putly developed caJy 
during the last 20 years. and h•vy 
crude on. which Is kaaWn ta. uist In -
many European countries and off-

. shore but has not beal explored and is 

. almost totallyundll9ek)ped. . 
Coal, lignite and brown coal. tbe Imo 

torical resources. baft been partly 
abandoned, as in France, or haft to be 
mined from deeper seams at hlaber 

· cost. Only in Britain. has there been 
much modem ezp)oratlon far coal, and 
there it has resulted in the d1sco9ery of . 
signlflcantlcrw-costcoal reeources. 

Oil shale resources are larply una- . 
plored. and geotbenna1 resources are· 
at a ve:y early stap. although before 
World War I Italy ~e the first 
country In the world to produce po/ 
thermal electridty. . 

We know today of at least 14 sources. 
of natural gas, and most of tbem exist 
in Western Europe. The two coaven,, 
tional sources are associated gas, 90 
called because it ls produced in assocl· 
atian with light ar c:mventlonal crude. 
and nonassociated gas found in ps 
fields. With the growing production of 

· conventional aude, espedaly in tbeted I 
North Sea. this source of assocla 
gas is expanding Nonassodated SU. j 
incl~gmore tbaD 60 gas dlscoverles 1 

The New York .Times - August 26, 1981 

: off die Netberlandl caut. la found In- : 
many ps fields In the North Sea. al
though mmt of tmm . baft not been ; 

·. opened for development, 'Recent gas , 
~. disco'lertes off Norway are of giant 
size, and gas fields ant allo found in . 
other offshore areu. · · · · · · • 

· ! A J.arp pcaatt•I • ps aJlo.emts,., 
·on land. 1bll Jammy. tbl AUltrim 
. national oil company faand a rich ·. 
! source ol pa at a deptb·ot it,000 feet. 
., .demomt.ratfDI the· eaislet,,.. of deep . 
·ps in Weam Europe. Small and · 
~sballinr·ps'ftlll,. a· rapidly growing• 
··source li1 the Umted States, 1nduding· 
· upstate New Yark. ue still unu-
: plaited In Europe because ...ii- µader,. 
--ground resources bekm8 to tbe state .. 
.• and independent oil and ps c:ompa,. 
' nies are almOlt unknawn there. 9as in 
~tight sandstone. alreldy produced in 
substaDtial qu■ntities m the un1tec1 · 
· States, ts still unezplored lD Europe. 
Gas in Devonian shale; which ·. is 

"'produced in the United States, Is also 
unexplored. Then is pa occluded in 

','coal and lignite. Gu in geopressure zones ls known toextscln the North Sea 
: and some otJier parts of Europe. Fl
. nally, Europe also hlS ps hydrates, a 
_bugeresourcefortbefuture. · 
~ .. Why, . the;. IS-Westenr Europe· 1m-
. porting ps and prepuingto import so 
.. much. more? . Apart from tbe purely 

measures. In •ddlttaa; If independent ·· i 
· , American companies could be induced ; 

to assist in the formaticm of l.ndepend
ent European companies, competitioa 

i would grow in the explorattcm and 
, development of · underground re,. 
! sources. This ls the. most important 
i contribution 1,fr;· Haig could make ta· 
; the tncnase of energy supplies bt 
1 Western Europe; · • .. 
l . , ·. . .. i 

. . economic reuom,. guvermnents and 
·the public in Western Europe are al
. most completely ignorant of the 
energy and spec::iftcally of tbe gas .,.._ .. 
potential of Europe. They believe their ·: ,~ 

:, proven reserves are the last gas they .... · . 
have and that they must stretch them 

; out into the future. Governments ap, · 
pear to have a deliberate policy of slow · 
development of gu. Energy c:ompa • 

· Dies, which certainly must know about 
these potential energy sources, show 
no great zeal In going after them. An 

. American oil company that years ago 
found gas -fields off the Dutch coast 

. was recently told tbat one field would 
be allowed to produce atartfng lD 1986. 

i-' In addition, there are very fw oil
• and gas-produdng companies operat
. Ing in Western Europe. We estimate 
·: their number, Including both national 

and private companies, at fewer than 
::- 50. By comparison, there are more 
: than 1',000 independent private com
; panies in the United States. Since all 
· underground resources in Western Eu
. rope belong to the state. which Is the 
· only authority to grant explo_!atlon 

rights, there is no active competition 
· for gas supplies, and the oil companies 
- cooperate with the government rather 
· than p?1!SSlng them for action. 

Given the present institutional 
structure, the present policy of govern
ments and the small number of oil and 
gas companies - all factors based on 
monopoly positions - the best and 
quickest solution would be to open all 
lands to exploration and development. , 
either by aJlowtng landowners to drill 1 on their own land or by other similar 1 
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NATIONAL SECURITY COUNCIL 
WA8HINGTON, 0.C. 2.0501 

1\~'1 August. 26,. 1981 

MEMORANDUM FOR: 
Mr. L. Paul. Bremer III 
Mrs. Nancy Bearg Dyke 
Ms. Jean Jones 
Mr. Jay Rixse 
Lt Col Edward Bucknell 
Mr .. David Pickford 
Mr. David Macdonald 
Mr .. Peter Borre 
Mr. Thomas B. Cormack 
Amb Harvey Feldman 

SUBJECT: Draft of Options Paper on Oil/Gas Controls 

. 
Attached is a draft of the options paper concerning controls 

. on oil and gas equipment and technology. 

Since the memorandum contains little new material it is 
anticipated that further editing will be minimal. 

However, conunents and suggestions received by close of 
business Thursday, August 27, can be considered for 
incorporation in the final emo andum. 

Attachment 
Draft Memo to President with Options Paper 

UNCLASSIFIED WITH 
3i;c;RB'f-, ATTACHMENT 
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rssue: What l.ic:ensinc; ?Olic:y shoul.d the United. States adopt-, on 
ccnt:ol.l.i!lg expor:...s to the . USSR of equipment a.:ici technology for 
the explo:-ation a.."!d development o~ Soviet oil a.nci naturu gas? 
Impl.ic:it in -:his decision is whether "clle o.s. should .treat oil 
a.nd. gas p=oduction equi;mie.nt a.nd technology as st=ates-ic: c~odi-
tie.s. ' . 

The o .s. Polic:v on Soviet !:ne..~ OeveloWtent 

The State options pa?e.:-S do not direc~y ex~e the basi~ 
questiol'l, "Is it i:i. the interest of the O .. S .. a.nd. ~e Westihi 
industrial democracies to assist e.nel:c;y d.evel.opment i:1 the. 
Soviet Onion?• The ma.jor arguments are-:, ·, · . -· ",:· :•-'·· · ,;:.. ...... •: 

Yes -

No--

Developi!lg Soviet ene=;y 
energy and ha.rd ci::re.ney 
motivation to aggression 

' ', . _ ... ~ ".; 

hel:,s them overcome ~tia.l 
shor-...ages and :educes· t.-.,e.; _
i:i the ?e:-Sllll Gu.l.£ Oil. -aru. 

. . 

Inc::::-eases the wo:-lc: oil su;,ply a.:::.d keeps the Sotie-:s . 
from purchasi.."'lg on Weste..-::. oil ma:ke-:s, recuc:.i:iq pressb:e 
on world. oil prices. : ·. · 

Ma.in ta.ins a. coo:,era ti ve ::-ela tionsh.i-::, with -:.he Soviet 
Onion in a.n i:r.'!:>or-..ant economic a:~· -:o o!fset -:.he com
petitive relations.hip i!l -,,; J.: t:a-ey sector.s. 

Results in s'C!>sta"':t.iaJ. er.:ioit and. ~loyment J:>ene:i. ts 
for o .. s. and Al.lied ccunt:ies ·. , 

It is unlik ly that the Soviet O=.ion will eve: become 
dependent on the · wo.:ld ma::ke-: :o: oil im~=-..s: i: i~ 
decides ~o inte-.-vene in the ?e:sia.n Gi:..l!: it will do 
so !o: :-easo:ls ot.he=- than -:o o:,ta.in oil: e.g., to 
deprive the Wes.t o: oil.. · 

Weste..-n eaui:,rnen~ a.ne t.echnoloc:v =educes ~~e eosts o: 
energy de~elopment to -:..~e Sotie~ O:,.ion a.~c f:ees 
resources for application in -:he ~-1.iJ.itL~ Sec-...or. 

\.-
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. . 
Weste..--.i assistance con-::.i=utes to a.n f!X?&nSion o~ _ 
Sovie.t ana:qy f!X?O:-...s to the. west a.nd. tc Easte= 
~ope- and. i:lc::e&ses thei.: c.ependeney on ~e OSSR .. 

. ''"!'I'' . : :... .. .. . 

re is ·inccnsistent ~ tc .. see.ic ·increases i:t. defense 
expenclitu.res whil.e making- i.t: ea.sier ~c:- =e.. soviets · 
ta: de.vote rescu:ces to' their mil.i-r•-:y .. ·. : ,- - , -

- ... · t 

.. _. ~ . . .. . · :' ..,.. 

~.J..r:ent O.S. Po!icv 
... ,•~.. . "!.,: ...... , .•·, 

The Ca:ter Ac.ministration imposed special. lieens-i.ng- requirements 
en expo:::--..s o! oil a..,d ~s reJ.a ted items in l.378 , a.nd ti;-htened 
controls in ea.:ly l980 as ?L-t of the response to the Soviet 
invclsion of Afc;ha.n.ista.n. The 1980 pol.icy, currently in force, 
sets a ge.nercll preswllt=-tion to deny · expo::""'...s of technology for the 
ma.nufac-::.u:e of oil a.nc. ga.s equipment, but rat.a.ins the presumption 
to a:?prcve exports of end use equipment ~t si:.bjec:t tc mul.ti.
later2!.l COCOM cont:ols. 

.. 
We need to c:lar-fy er mociify c:u..-::ent ?Qlicy on oil a:id ;as 
equipment. and. -cec::hJ:10.loS'Y - a key element in Ol:.r overall 
export co:c.t-'P9Ql ?Q"licy - to in:fo:m o.s. !:usine.ss.., ow: zurope.an 
Allies, and th Soviets of ou:- intentions. a.~ to provide.. . a 
fmewo:k for - u-;s-:a;.ee:-ons- concerning_tjje S~fiut Piperrn_e_. __ __._ ___ , _ 

-~--- } '-----------------:-:--------~---------,,_ ;,- , ...... 
-------- ----- - --------·-' 

The Sovie-:. Ocion neec.s to expa...,c. its · qas p:oductiol'i anc. iffc:rease 
oil explo:ation ~d _d:illi:lq to offset L~ti:ipated. declines 

. in oil p::oductions-. Wi'thout such develo?IDent i'l: may be inc:::-eas
i.nqly r!i!:i=..u t. to meet domestic: a.nd ~s-:.· ~o?ea.n -enerc;y . 
requi:e?ne:ts, let alone to generate ha.:d c:u=ency ea.=ninc;s. by 
exports of oil and c;as. The Soviets plan to use Western eq,.tip
men-::. in develo?i.nq t.~ei: resou:-ces, since it is _substantially 
mo=e ef:icie:1t tha.%: Soviet equipment. 

o.s. Tec:hnolo~ica.l Leveraae 

o.s. ~asec. fL~s a.re the sole sou:ce SUP?liers ·of ce:ta.L"l 
a.dv~ead types of equi:=ient a...,c. tec:hnoloqy and generuly · domin
ate- ":he world ma..rket. i:l -:.."lese a.=ea.s. Bo-ever, opinions c.i:-.:e: 
widely on the c;r.:a.lley and a.vtila.=ility of su:stit~tes for ~ese 
ite:ns a.nc: on -:..~e e!::ec:ti, .. eness of l:llil.a:e:a.l U.S. restrictions. 
It is gene:-aily ~q:eec, howeve:, t.~at Aiiie~ res~ric~~cns would h~ve 
much more si;ni:~can~ lon9-te...-:n ef!ec~ on Soviet production -:.ha..~ 
mu.lateral U.S. ef:o::-t.s. 

Weste:n ~u.ropaa~ leade.=s generally favo: u.n:estric~ed exports 
of oil and c;a.s equipment a.."lc. tec:imoloqy to :he OSSR a.nd do not 

-~ 
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c:u_-rentl.v :ont.-ol. ·ex::,o~..s in this area. Some see the Soviets a.s 
a: mc:e secu=e SO'T.:=ce - t!la.n. the Midele ~s-:: ~d. a.s a. means to 
::~e- thieir cie?e..~c.enca on OP==c: c.il. The.y recoc;~e tha.t energy 
pu:c::hasas ::rom the Soviets w-ill. !)e . spen.-=. i:1 t..~ei: own economies, . 
a.nc:_ see si:::sta:1-:ia.!. oolitica.l !)ene:it.s from trade with. the USS:t. · 
A J:1"T.mti:)er cf West ==w:Q?ea.n leaders a.lso see development · o~ dcmer...i.= 
So.viet ene:c;y resources a.s mi..tic;~~;i'g- Soviet adventurism in the 
Persian Gu.J.f. "They a:a thus lika1y to resist. a. rest:ictive 
a.pp:oa.eh to ==a.st-West. energy _trade_ ·. 
Soviet :!a:d Ci.:.:rencv Earnings .. 

Oil expor....s c:=:-ently provide &!)out SO ·percent of Soviet ha.rd 
c:u:=ency ea..-ni.-ic;s. If Soviet oil p:-oduetion declin~s as CI..\. 
predi~..ions inc.ica.te, the Soviets will be forced to d.iscontin~e 
oil exports ?::,y the end o! this deca.d·e. Loss of this major 
sou=ee of ha.rd currency could constra..in Soviet ability to ma.inta.in 
cu.rren:t level.s of .imports form the West unless na-:t!ra.l ga.s expo=ts· 
ca.n be i.-ic:reas.ed sig:ii!ica.ntly. 

. ~ ' . :.. ·.· • 1:--· l 
•· I 
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DEPARTMENT OF STATE 

Washlnaton, D.C. 20520 

August 27, 1981 

MEMORANDUM TO MR .. RICHARD V. ALLEN 
. THE WHITE HOUSE 

SUBJECT: Draft of Options Paper on Oil/ Gas Controls 

The State Department has r evi ewed the subject NSC Options 
Paper and concurs fully with the attachments to it, Tabs A 
through D. 

With regard to the covering draft memorandum to the Presi
dent, the Department offers the suggestions shown on the at
tached mark-up of the text. 

The Department appreciates the promptness and efficiency 
with which the NSC prepared the subject papers for circulation. 

L. Paul Bremer, II? 
Executive Secretary 
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