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The Honorable )

Michael K. Deaver
Deputy Chief of Staff agd

Assistant to the President
The White House

-

MEMORANDUM FOR:

FROM: Charles Z. Wigk
Director ,
SUBJECT: - 4/

I would like to recall to your attention findings on the
Yamal natural gas pipeline from our recent surveys in
Western Europe. On the eve of the Versailles Summit, USICA
opinion polls found that:

0 Most French (57%), Germans (50%), and Italians (64%)
favored building the gas pipeline with the USSR.

o But nearly one-half (Germany) to two-thirds (Italy and
France) changed their minds and opposed the pipeline if
they thought that Soviet hard-currency earnings would be
used to beef-up Soviet military strength.

Eurcpeans were of several minds on whether buying energy
supplies would: make them more vulnerable; moderate Soviet
actions; or have no effect. The most popular response was
"vulnerable" (32%-37%) -- an increase of 12-14 percent over
last year (except in Italy).

On trade generally, Europeans did not see their economies
dependent on Soviet trade and, at the same time, their pre-
vailing view was that trade should continue regardless of
Soviet actions in Poland and elsewhere.

While having little desire for trade sanctions or halting
detente, they agreed with key U.S. positions:

J P

© The prevailing view (except in
"high techneoleogy” sales to the
were split, but a year ago the
restrictions (as was also true

© Though desiring trade,
the Soviet economy. Most (60%

Italy) was to restrict
USSR. The Italians
prevailing view opposed
in France}.

they did not want to subsidize

in Italy to 84% in

Britain) opposed granting special trade concessions to

Moscow =- such as low interest

loans and credit.

- And, Europeans preferred coordinating their Soviet

trade policy with the U.S. -- even if it means less
trade -~ rather than making their own "best deals.”




MEMORANDUM
NATIONAL SECURITY COUNCIL

INFORMATION July 22, 1982

MEMORANDUM FOR WILLIAM P. CLARK
FROM: NORMAN A. BAILEY7‘/-b

SUBJECT: European Attitudes Towards East-West Trade

Mike Deaver has sent you the attached memorandum from
Wick (Tab I) indicating less European support for East-
West trade than is generally assumed.

¢cc: Lord
Pipes
Robinson
Rentschler

5111

WPC HAS 3223
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MEMORANDUM: FOR: A Orhel fionorable A S
’ Judge William P. Clark, Jr.
Assistant to the President
for National Security Affairs
The White House

FROM: Charles 2. Wi
Director

SUBJECT: Soviet Gas Pipeline

I would like to recall to your attention findings on the
Yamal natural gas pipeline from our recent surveys in
Western Europe. On the eve of the Versailles Summit, USICA
opinion polls found that:

o Most French (57%), Germans (50%), and Italians (64%)
favored building the gas pipeline with the USSR.

o But nearly one-half (Germany) to two-thirds (Italy and
France) changed their minds and opposed the pipeline if
they thought that Soviet hard-currency earnings would be
used to beef-up Soviet military strength.

Europeans were of several minds on whether buying energy
supplies would: make them more vulnerable; moderate Soviet
actions; or have no effect. The most popular response was
"vulnerable" (32%-37%) -- an increase of 12-14 percent over
last year (except in Italy).

On trade generally, Europeans did not see their economies
dependent on Soviet trade and, at the same time, their pre-
vailing view was that trade should continue regardless of
Soviet actions in Poland and elsewhere.

While having little desire for trade sanctions or halting
detente, they agreed with key U.S. positions:

o The prevailing view (except in Italy) was to restrict
"high technology" sales to the USSR. The Italians
were split, but a year ago the prevailing view opposed
restrictions (as was also true in France).

o Though desiring trade, they did not want to subsidize
the Soviet economy. Most (60% in Italy to 84% in
Britain) opposed granting special trade concessions to
Moscow -~ such as low interest loans and credit.

o And, Europeans preferred coordinating their Soviet
trade policy with the U.S. =-- even if it means less
trade -- rather than making their own "best deals."
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MEMORANDUM
NATIONAL SECURITY COUNCIL
July 6, 1982
INFORMATION | Vd [/
MEMORANDUM FOR WILLIAM P. CLARK 6
FROM: | - ROGER W. ROBINSgihéi
SUBJECT: Syndicated Column by Cord.Meyer}

Attached (Tab I) is a June 30, 1982 article by Cord JMeyer
that appeared in the Baltlmore Evening Sun: and ~eweki& other
newspapers nationwide. I met with Mr. Meyver for a 45 minute
"backgrounder" for this article at which time we developed
a genuine rapport. I was.very pleased the way thlS piece
turned out, particularly the passages below: .

"Representatives of the underground Solidarity
organization that still thrives in Poland report

to the West that this American embargo is 'intensely'
appreciated by most Poles. In its absence, they could
see only a quickening accommodation of Western Europe
to the fact of oppression in Poland combined with

a competitive scramble for Eastern trade opportunities.”
" . . . The visible proof that the West still cares
can encourage moderation on both sides in Poland and
add weight to the warnings against Soviet armed 1nter-
vention."

We have taken a great deal of "heat" in Europe and domestically
for the President's June 18 decision, but this article, better
than most, puts into perspective the real issues at stake.
There is no doubt that the time had come to stand up to the
- European allies who are sufficiently intoxicated by the lucrative
commercial rewards associated with Soviet trade to totally
acquiesce to the light of freedom being stamped out for 37
million Poles in their immediate neighborhood. It also points
to the level of European opposition and resistance to the
President's courageous position had it been deferred until
the post-pipeline period.

If meaningful steps advancing reconciliation in Poland are
taken in the coming weeks,. such as the release of thousands

of detainees on July 22 to commemorate "national day" in Poland
or an August/September visit by the Pope, the President can
legitimately claim to have dissuaded the Polish authorities

and Soviets from permitting these developments to slip in time



and . positively reciprocate with commensurate gestures. If
repression continues or increases in August/September, how
will the allies appear to the American people when they are

in litigation against the U.S. to keep their Siberian pipeline
on schedule? How would we have appeared had we tacitly
condoned Europe proceeding with impunity?

Attachment:
Tab T Cord Meyer Column

cc: Norman Bailey
" Robert Sims
Bill Martin

Richard Pipes
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MEMORANDUM

NATIONAL SECURITY COUNCIL
July 6, 1982

s ——

; NORMAN BAILEY) AND ROGER ROBINSON

MEMORANDUM FOR RICHARD PIPE

A

o

FROM BOB SIMS

SUBJECT: Census Bureau press conference on Soviet trade

Attached memo is self-explanatory. It is provided for
your information, and for any recommendations you may

wish me to make to Commerce or the White House
Public Affairs office.

/|,

Attachment '
As stated é;
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%"': UNITED STATES DEPARTMENT OF COMMERCE \\
g S § Office of Public Affairs
> & Washington, D.C. 20230

July 6, 1982

MEMORANDUM FOR  Michael Baroody
White House Director of Public Affairs

FROM Mary Nimmo
Director of Public Affairs

SUBJECT Census Bureau press conference on Soviet trade

Bruce Chapman, Director of the Census Bureau, plans to hold a press
conference this Thursday, July 8, on a forthcoming Census Bureau report
on Soviet foreign trade.

A preliminary draft of the press release is attached. While the report
itself may be a Census Bureau product, any analysis or extrapolation relative
to policy (which I think will be nearly impossible to avoid in a press
conference situation) clearly would involve people outside the Census

Bureau.

Please take a look at the attached draft and let me know ASAP
1) who should sign-off on planned press conference and final release;

2) who, if anyone, should be briefed on the report prior to the press
conference.

At the moment, the attached draft is all the information I have. I
will be in touch with the Bureau this morning, however, and will let

you know if a get additional information which would appear to influence
decisions.

Thanks.

CC: Vﬂb Sims

National. Security Council



| ' . June 21, 1982

EARLIER PERCEPTIONS® OF SOVIET DEPENDENCE ON FOREIGN TRADE CHALLENGED

Lack of reliable economic information on the U.S.S.R. often troubles

- U.S. policy decisions. Aycase in point "is the Eurrent discussion régarding
‘the effectiveness of economic sanctions against the U.S.S.R. as a penalty
for Soviet involvement in Poland or as a deterrent for the future. The
-effectiveness of economic sanﬁtions‘égainst a nation depends, of course, én
the dependence of this nation on foreign trade and the degree of "opennness”
to international market forces.v A forthcoming report.by the U.S. Bureau of
‘ tﬁe Census provides gignificant neﬁ-information on the importance of foreign
'trade in the Soviet economy. -

AFof a Iong~time Western specialists maintained that the Soviet economy
is almost completely se%f-sufficienf and that foreign trade plays only a
marginal role. This position has been modified somewhat in the last ten
yeafs, particularly in the 1light 9f4 recurrent - large Soviet purchases of

grain and machinery, - but mostt specialists have continued to Believe. that

Soviet reliance on imports is minimal.

The - key measurement in this regard is the ratio of exports and imports A

to national income.. Since Soviet statistics do not offer these data, Western

¥

specialists have had to,estimété them and until reéently'the consensus was
that exports and imports each ;comp;ise abéut '3 to 5-percent of national
income as the Soviets define 1;. |

A major study of .SovietA foreign trade just completed by the Census
Bureau's Foreign Demographic Analysis bivision has concluded that .this gener-—

ally held evaluation of Soviet dependence on foreign trade is in error and



a A=

by .a very wide margin. The source of the error often lies in the fact that

the prices at which imports are sold in the U.S.S.R. and which Soviet ex— -

porters receive for their pfoducts are very different from the external
. . i L

prices in which the Soviets publish the data. And, clearly, the role of

foreign trade in an economy can be properly assessed only in internal prices.

These conclusions, which present the entire issue of Soviet dependence

on foreign trade and potential vulnerability in a complete1§ different light,

are.as.follows:

" believed earlier. In the 1970's, exports (excluding gold) averaged
about 6.5 perceﬁt of national income and ¥ose to 7-percent by 1980.
The ratio of Soviet imports.to national income is sever#l times highgr
than had been recognized heretofore. It rose frém about'9.percent in

1970 to about 20 percent by 1980.

ed equipment in the U.S.S.R.

Imported consumer goods and agricultural products account for about 15

percent of all'conaqutiona

It should be streésed that these ratios, particularly the import ratio,

are unusually high for a country of the size of the U.S.S.R. and suggest a’

somewhat dnexpectedly high dependence on foreign trade.
A large share of SoQiet foreign trade is with the soclalist bloc and
therefore is ﬁnder fﬁ;rly firm control from Moscow. But even in this in-

stance, the general perception of the distfibution of Soviet trade shduld

The ratio of Soviet exports to national income is higher than had been

Imported ﬁaéhinery comprises from 15 to 20 percent of all newly install-



be corrected. It is true that in the early 1970's only slightly more than
- - : L
one third of Soviet imports came from outside the soclalist bloc but due

to a number of factors the share of Soviet imports from non-socialist coun—

" tries has risen to about 50 percent of total imports iﬁ 1981. ﬁachinery
and foodstuffs &ominate Soviet imports, and in this respect the share of
imports from non-socialist countries is also significant—-at least one-third
of the machinery and about 60 percent-of the foodstuffs imported.

It is quite clear thaﬁ thé old potion of self-sufficiency in the Soviét

>e;onomy should be discarded in the light of these findings.
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4702

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

The White House

Washington, D.C. 20500

Dear Judge Clark:

Since we were unable to discuss the question of U.S.-U.S.S.R. grain trading
arrangements at the Cabinet Council meeting and a decision on how to proceed

will have to be made soon, I am taking this opportunity to convey to you my views
on this matter.

The existing arrangements have been beneficial, since they have provided a
considerable degree of market and price stability and assured U.S. farmers

a guaranteed floor for grain sales to the U.S.S.R. Such a guarantee is '
particularly important in years of ample world supplies. I am therefore in

favor of preserving this framework by extending the existing Agreement for
another year.

Since extension for one year would not constitute a new arrangement, it would
not be inconsistent with our current position on economic relations with the
U.S.S.R. (A precedent exists in the extension of the U.S.-U.S.S.R. Fisheries
Agreement (GIFA) which was approved by the White House in May 1982 and became
effective July 1, 1982 after Congressional passage of H.R. 3816.) This

approach would give us flexibility to defer initiating official contacts with
the Soviet government on this question and avoid the appearance of inconsistency
with the recent toughening of the December 30 sanctions. Since Soviet officials
have informally. indicated interest in maintaining government to government
arrangements, I don't think a delay would jeopardize an extension.

I cannot support steps at this time to initiate official discussions with
Soviet representatives of a "new framework!" for U.S.-Soviet grain trade or

of an upgrading or multiyear extension of the existing Agreement. The
President postponed negotiations on a new Grain Agreement in December as part
of the sanctions against the Soviet Union in response to the repression in
Poland. On June 18 he announced his judgement that the situation in Poland



has not improved, and he toughened his December 30 o0il and gas sanctioms. It
would be inappropriate at this time to propose negotiation of a new Agreement.
Such action would send the wrong signal to the Soviets as well as our allies.

It would also be viewed by American non-grain exporters as inconsistent and
unfair.

Sincerely,

Secretary of Commerce



£

MEMORANDUM 4737

NATIONAL SECURITY COUNCIL

July 8, 1982
INFORMATION

MEMORANDUM FOR WILLIAM P. CLARK
FROM: ROGER W. ROBINSOg&dR'

SUBJECT: Polish Economy and Posture Toward Sanctions

Attached (Tab I) is an article from the Washington Post

that highlights the growing desperatlon of the Polish
authorities concerning the country's economic situation.
Since the inception of the sanctions, we have .been blamed
for virtually all of their economic woes including the
inability to service their Western debt. Despite these
ridiculously exaggerated claims, we see an increasing
opportunity to.induce the type of meaningful political quids
that would enable us to undertake measured positive actions.
As indicated earlier;, debt rescheduling talks and perhaps
some food relief should be at the front of the ‘line .of U.S.
"carrots." We could also represent any future language
changes (to"gas transmission equipment") in the Commerce
regulations, although directed toward our business community,
as "narrowing the net" of foreign subsidiaries and licensees
captured by the sanctions. The Soviets would be sure to
respond favorably to such a move: because it would release
foreign-sourced o0il equipment and technology -- hence hopefully
providing an incentive to permit further reconciliation in
Poland. Although some allies would publicly charge.us with
domestic clientitis, this may well be outweighed by some

of their important. transactions being legally permltted to
go forward and the desire to see any modification in the

sanctions.
~n/
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Attachment
Tab I Washington Post Article

Richard Pipes
William Martin
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MEMORANDUM 4731
NATIONAL SECURITY COUNCIL
July 8, 1882
INFORMATION -
" L

' ~
MEMORANDUM FOR WILLIAM P. CLARK é/ WP HAS SEEN
FROM:. ROGER W. ROBINSOﬁaﬂR‘
SUBJECT = Polish Economy and Posture Toward Sanctions

Attached (Tab I) is an article from the Washington Post
that highlights the growing desperation of the Polish
authorities concerning the country's economic situation.
Since the inception of the sanctions, we have been blamed
for virtually all of their economic woes including the
inability to service their Western debt. Despite these
ridiculously exaggerated claims, we see an increasing
opportunity to . induce the type of meaningful political guids
that would enable us to undertake measured positive actions.
As indicated earlier; debt rescheduling talks and perhaps
some-food relief should be at the front.of the line of U.S.
"carrots." We could also represent any future language
changes (to"gas transmission eguipment”) in the Commerce
regulatlons, although directed toward our business community,
as "narrowing the net" of foreign subsidiaries and licensees
captured by the sanctions. The Soviets would be sure to
respond favorably to such a move. because it would release
foreign-sourced oil equipment and technology -~ hence hopefully
providing an incentive to permit further reconciliation in
Poland. Although some allies would publicly charge us with
domestic clientitis, this may well be outweighed by some
of their important transactions being legally permitted to
go forward and the desire to see any modlf tion in the

Janctions. ww ey M/

Attachment
Tab I Washlngton Post Article

cc: Norman Bailey
Richard Pipes
William Martin






ME:{ORANDUM | 4769
NATIONAL SECURITY COUNCIL

July 8, 1982

INFORMATION ’,/,
MEMORANDUM FOR WILLIAM P. CLARK é . (/‘)

| FROM: ROGER W. ROBINSOW
SUBJECT: Economic Committee of NATO

Attached (Tab I) are the concluding two pages of an article

I co—-authored with an associate at Chase entitled "Soviet .
Gas: Risk or Reward?" which was the "special report™ in the
Autumn 1981 edition of the Washington Quarterly. The al-
ternative institutionalized frameworks for advancing a unified
allied approach to East-West economic relations were briefly
outlined and the Economic Committee of NATO identified as the
most appropriate. You may take an interest in the proposed
functional mandate of this upgraded, restructured entity.

Attachment
Tab I Excerpt from Washington Quarterly

cc: ¥man Bai
Richard Pipes
William Martin
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rangements would have on the U.S. balance
of payments and domestic employment.
These and other alternatives should be de-
veloped and implemented on a parallel basis
to ensure a meaningful offset to Europe’s
energy shortfalls, whether or not the Uren-
goi-Yamburg project goes forward.

How can the Western allies meaningfully
respond to the political vulnerabilities inher-
ent in such long-term East-West economic
and commercial undertakings?

First, a clear distinction must be made be-

considered ordinary commercial relation-

ships. A strong argument can be made jp

favor of the United States keeping its options

open concerning grain sales in the interest of

tempering Soviet geopolitical behavior. The
Europeans, for their part, increasingly have to

face the political realities linked to greater de-

pendency on Soviet energy and the U.S.S.R.

————

The flaws of past -
proaches and the infrequency of summit con-
sultations to address these critical economic

as an export market for industrial goods.

tween ordinary commercial relationships and

and security issues highlight the need for es-

strategic trade arrangements laced with politi-
cal and security implications. Traditionally

there has been substantial confusion in mak-
ing such distinctions, particularly 1n the area
of high technology transfer and grain sales.
Once a decision is made to view an economic
or commercial 1ssue as either a lever 1n fur-

tablishing a viable institutional framework

through which to handle these issues com-
prehensively and consistently. Institutions do

infact exist that could be helpful for this pur-

pose.
One possibility is the Directorates for
Trade and Commerce and Science and Tech-

thering foreign policy objectives or a potential

nology of the Organization for Economic

political vulnerability, it is imperative to send

Cooperation and Development (OECD).

consistent signals to both allies and adver-
saries. To do so requires an advance willing-
ness and preparedness to bear the substantial
opportunity costs often attendant to such a de-
cision.

As pointed out earlier, the United States
appears still undecided as to which cate-
gory—domestic or foreign policy—the grain
issue belongs, with the most recent tendency
to view it as a domestic economic issue.
Similarly the importation of Soviet energy
into Europe was consistently viewed as a
domestic issue prior to the Urengoi-Yamburg
debate. The U.S.S.R. clearly wishes to rein-
force these tendencies by pursuing such
negotiating tactics as proposing an
*‘embargo-proof”” provision in the next
long-term grain agreement with the United
States. It is conceivable that a similar pro-
posal could be put forward conceming the
construction phase of Urengoi-Yamburg that
would be designed to safeguard against any
possible Westem interruption for political
reasons.

Regrettably, these undertakings cannot be

“However, the broad membership of OECD

would make it difficult to achieve a solid con-

sensus ofi such sensitive issues. Another al-

ternative would be CoCom (the Coordinating

Committee comprising NATO members and

Japan), butthe technical nature of this body is
not particularly suited to this kind of policy;
making,

Berhaps the most appropriate framework

would be the underutilized Economic Sec-
retariat within NATO. If granted the same

status as the organization’s military and po-

litical secretariats, the principal mandate of

this restructured entity would be to candidly
review and assess the risks inherent in proj-
ects such as Urengoi-Yamburz. Irespective
of the framework selected, the functions that

such an organization should perform would

inciude:

® Achieving a consensus view on the
broader question, namely under what
conditions and at what level should the
West actively continue to participate
in the extraction, processing, and



—

Reports

transmission of Soviet energy re-
sources.

e Assessing and gauging the disadvan-
tageous economic and political conse-
quences of a specific project for each
of the participating countries.

¢ Evaluating and developing various
contingency plans and alternatives
that would serve to reduce the vul-
nerabilities associated with any undue
dependencies that could result from a
project, i.e. the safety net approach.

¢ Establishing and defining parameters
of Soviet behavior that could trigger a
decision by the West to delay or termi-
nate the project. ,

¢ Conducting an ongoing assessment of
the extent of the West’s political
leverage through its control of the flow
of technology. equipment, and credits
as well as Soviet access to major hard
currency markets.

¢ Armriving at a meaningful consensus,
based on the aforementioned consid-
erations, as to whether or not the in-
herent risks involved can be suffi-
ciently mitigated to permit the project
going forward.

Beyond the benefits of developing a
specific institutionalized framework would be
the parallel advantages to Western suppliers
stemming from the enhanced stability of

11

plement major shifts in the allocation of re-
sources when deemed politically necessary.
The bulk of the resulting hardships have tra-

ditionally been absorbed by Soviet consumers

who have a far higher tolerance threshold than
their Western counterparts.

A concerned group in the administration
and in Congress express the view that the
project should be interdicted or at least scaled
down because of the political and security
considerations. In fact, it is now likely that the
Europeans will propose a reduction in gas de-
liveries following newly revised projections
of natural gas consumption requirements in
the 1980s. Such a proposal would help diffuse
opposition to the project, particularly in the
United States. However, as projections for
gas requirements in the 1990s remain un-
changed, any proposed reductions will prob-
ably be temporary, with the project reverting
to its original scale in the next decade.

Finally, the view expressed herein entails
recognition that the project, in some form,
will go forward, but urges that a final com-
mitment be contingent on the Western allies
proceeding with a safety net of alternatives
and the kind of unified policy framework
mentioned above. This position can be sum-
med up in terms of putting the horse of a col-

East-West commercial relations. This is par-

lective Western economic policy towards the

ticularly applicable to U.S. companies which

U.S.S.R. before the cart of long-term com-

in the past have often been hampered by erra-

mercial commitments with security dimen-

tic go-no go government decisionmaking.

sions.

The Urengoi-Yamburg debate currently
revolves around three basic points of view.
Most proponents of the project believe that
Urengoi-Yamburg should be treated as a
foutine commercial undertaking on the as-
sumption that East-West dependencies are
evenly balanced. This view tends to gloss
over the character of the U.S.S.R.’s com-
mand economy that is better equipped to im-

After a lull in negotiations, the Soviets are
now pressing for a firm commitment to
Urengoi-Yamburg prior to President
Brezhnev’s announced visit to Bonn, cur-
rently scheduled for November. If the United

States and its NATO partners fail 1o reach a

coordinated policy approach in the near term,
they may face the bleak prospect that the pro;-
ect, in turn, will shape the policy.
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Mltterrand and Ru551a

There are mgns that France may be rcady to rcbmld pohucal bndges w1th the Sowet
Umop President. Mitterrand once held that this could never happen until Russia
withdrew its forces from Afghanistan. But the French leader now feels he has been
deceived .by President. Reagan, whom he has made great efforts to piease over the
past year-——not least by constantly affirming the need for the installation of new:
American nuclear missiles in western Europe.. R . - .

Dlsappomted by what some French officials descnbe as Amenca s “scorm” for
Europe, the Mitterrand government has quietly laid the ground for a strengthening of
contacts .with. Russia. When Claude Cheysson, the French foreign minister, met
Andrei Gromyko, his Soviet counterpart, in New. York this month at the UN
disarmament conference, FOREIGN REPORT has been told that they agreed that
senior officials from their two countries should get together to discuss policy in four
areas: the Middle East, Africa, disarmament and the United Nations. The
unannounced agreement may not foreshadow an immediate resumption of the
regular inter-government meetings. called for under the Franco-Soviet treaty
launched by General de Gaulle during the 1960s, and faithfully pursued by Georges
Pompldou and Valéry Giscard d’Estaing. But it represents a surprising move by
Francein view of Russia’s refusal to budge in Afgnamstan

Mitterrand’s anger with the. Reagan administration. is all the' grcatcr bccausc he -
now has to admit that the recent western summit at Versailles was a flop. He wanted
to be able to claim it as a success; because. it was the first major international mcenng‘
he had hosted, and he saw it as proof of Socxahst_ France’s CI'Cdlbl]lt‘Y But a frustrated
outburst by the president during a cabinet session last week, when he fiercely laid into
the Reagan administration for “plunging Europe ever deeper into crisis”, showed
that he has abandoned his wishful thinking about Versailles.

1
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Mitterrand, who came to power with a pro-American reputation whlckj.lgﬁaﬂs:cﬁ
the whole confirmed, feels personally betrayed (“cocu” is.the expressive term French
officials use) by Reagan. In the wake of understandings supposedly reached. at
Versailles, he appears genuinely surprised by America’s failure to take measures that
would halt the rise of the dollar-and ease the pressure on the twice-devalued
Mitterrand franc. He is astonished by Reagan’s post-Versailles strategy of redoubling
the pressure against west European participation in Russia’s gas pipeline project.
Anti-Americanism has yet to take root in Paris, but a rapprochement with Russia—
perhaps being mooted as part of a war of nerves with Washington—is dcscrlbed by
senior officials as being in the offing. ‘ N St

R

DIA under fire S
The American Defence Intelligence Agency (DIA) has come under fire from a senior
Reagan administration official, Frank Carlucci, for providing inadequate mforma'
tion to decision-makers. Carlucci, deputy defence secretary, has quietly taken steps to
reform the DIA: he is increasing its budget and has told it to give “priority to
improving the quality of intelligence analysis and the speed of its delivery.

The DIA is regarded as being highly efficient in its technical work, through spy-in-
the-sky satellites, monitoring of Soviet submarines and assessments of Soviet
armaments. But administration officials- like Carlucci have been grumbling about
poor intelligence over the Falklands crisis (the United States had no advance
indications that Argentina was going to invade) and the Israeli invasion-of Lebanon:
Fhey are‘also worried that slow DIA mformatxon about Sov1et m1htary alerts mlghl
weaken-any American responses. ¢ - 7 - ‘

The officials say they want to know more about the way-in which the newest lethal
weapons systems are-being: put’to use (like the Exocet in the Falklands conflict and-
Israeli electronic counter-measures protecting: their aircraft in Lebanon). Defence
- department planners are also worried' about -the possible spread of terrorism in
western countries where the United States has’ military mstallauons——especxally n
Turkey:” They also want more information’on potential conflicts in thlrd-worId
nations which might involve the United States. = - womT ey it

Carlucdi is an intelligence expert hc was prewously deputyr dn-ector of thc Ccntraf
Intelhgence Agency (CIA) :

.

S._aly#adorean_. kﬂlers’,_ new target .
Murders' of Christian Demoeratic’ party- officials -in' El Salvador are increasing
pressure among some of the party’s members to abandon conventional politics and
join the guerrillas. Sixteen officials; including four mayors, have-been killed since the
general'election in March, in which the'Christian Democrats emerged as the biggest
party but were outvoted in the national assembly by a four-party rightist coalition.
Three Christian Democratic deputies havc been shot at whﬂe leavmg the asscmbly
buﬂdmg after a mght sessiom. - ¢ ; B e ‘

“The party believes that right-wing extrernists were rcspon51ble, and that thev ‘will
continue their campaign in the belief that the Reagan administration will nevertheless

2
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Secretary Block's Agenda For Meeting
With the President on Monday

Update On U.S. Agricultural Economy

Conditions remain poor. Currently, Federal price support outlays
(entitlement programs) are up 2-1/2 times from last fiséal year. Even so,
many farmers are in difficult straits. Net farm incomes are down for the

third year in a row, agricultural exports are dropping for the first time in

F3]
m
vl

"7 13 years, and farmland prices have fallen for the first time in nearly 3 decades.
These problems stem from depressed world economies, high interest rates, large
global crops and international trade policies,

International Trade

There is little that can be done to ease our problems in the short-run
éxcept in the internmational trade area. Here there are two issues that would
be viewed in a positive way without increasing Federal outlays: _ Co

(1) Farmers want a new long term grain agreement (LTA) with ghe Soviet

Union. Rightly or wrongly, farmers view our posture on aﬁ~LTA"

with the Soviets as how this Administration stands on agricuiture.

(2) The rising tide of protectionism in the agricultural policies of o
the European Community and Japan is seriously undercutting our

market-oriented trade efforts. Time has come for us to take action.

Impact on 1982 Elections

The gravity of the agricutural situation on the upcoming election is
great. Political experts predict serious problems for a number of Republican
candidates in rural areas. Thus, it is important for the Secretary of Agriculture
to do everything feasible to help alleviate the farm and rural economies'
problems so that the President's economic program will have a chance to work.
Otherwise, we will coﬁtinue to face Congressional initiatives that run counter

to this Administration's economic philosophy and budget objectiveé.
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MEMORANDUM
| NATIONAL SECURITY COUNCIL
July 12, 1982
INFORMATION T
MEMORANDUM FOR WILLIAM P. CLARK [7/ o
FROM: ROBERT B. SIMS 7%
SUBJECT: Wall Street Journal Pipeline Story

The attached story will no doubt irritate some people at
State.

We learned last week that the Journal had conducted interviews
at Defense on the pipeline decision, and arranged for Gerry
Seib to talk to Roger Robinson on a background basis.

Roger made no derogatory comments about State. He did contribute
the thoughts that are marked, which are supportive, to insure
a balanced input reflecting the President's views.

Attachment
WSJ Article, July 12, 82

cc: Roger Robinson
Norman Bailev
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MEMURANDUM 4866
NATIONAL SECURITY COUNCIL

July 12, 1982

SECRET ATTACHMENT

A |
INFORMATION LA)

MEMORANDUM FOR WILLIAM P. CLARK.
FROM: ROGER W. ROBINSO@ ‘

SUBJECT: Briefing Paper on East-West Economic
Relations for Secretary Shultz

Attached (Tab I) is a one page summary of my interpretation
of. the President's views on the above subject. As we have
not as yet had an opportunity to fully discuss this broader
policy issue, I would find any comments you might have of
considerable value (even if in the margins to indicate being
on or off target).

Attachment .
Tab I July 9 Memo re East-WesSt Economic Relations

cc:
Leliara rlpes
William Martin

SECRET ATTACHMENT
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Norwav s GGas Reserves and the Sov1et P1pe11ne

An innocuous sentence in President
Reagan’s press conference June 30 didn't
make it into most American papers, but it
did create a stir in Norway. Answering a
question about possible additional steps to
force America’'s European allies to 'go
along with the embargo to block export of
pipeline equipment to the Soviet Union, the
president. said:

“We offered to help them (the allies)
with a source of-energy closer to home,
Norway and the Netherlands, and gas

Europe
By Per Egil Hegge

fields that apparently have a potential that
could meet.their needs We weren't able to

" get that agreement.”

It so happened that a fair numbel of
prominent Norwegian parliamentarians
were in the U.S. at the time, attending the

‘U.N. session on disarmament, and watched

Mr. Reagan on television. While not ex-
actly screaming bloody murder, they were
terse and rather sharp in their comments.
The former prime minister, Mrs. Gro Har-
lem Brundtland, now leader of the opposi-
tion, criticized Mr. Reagan for implying
something in the nature of jurisdiction by
the United States over the energy reserves
of two sovereign nations—Norway and the

* Netherlands.

- Public criticism in Norway was even
stronger in some quarters, with the left
wing complaining that the -president had
openly attacked or reprimanded the Nor-
wegians for lack of solidarity and will to
cooperate. The American Embassy in Oslo
pointed out that .nothing of the kind could
or should be read into the statement, and
said that the president was referring to ex-
changes of views that had been going on
among the allies since the industrialized
countries summit meeting in Ottawa last
July.

But even the political leaders in the
Norwegian department of oil and energy

said they were somewhat surprlsed at-the

_president’s words. They pointed out: that

during the exchanges, which they-describe
as swaps of information rather than of
views, they have emphasized that.the gas
reserves under the North Sea‘and the Nor-
wegian Sea off ArcticsNorway :cannot be
developed before the start. of- the 19905 at
the earliest.

This, according to the Norwegians, is
due to several factors: First, exploration
has hardly begun; second, building trans-*
portation facilities, whether in’the form. of
LNG terminals or pipelines, possibly from::
Northern Norway through Sweden -and on .
to the continext, {8 time-consuming, ;and
third, there aré-the very important politi--
cal consideyrations with. regard to Norway’s
national economy.

When Norway found itself obllged to de-
velop an oil pollcy just-over a decade ago,
the overriding aim “was tg.go slow so that:
only a measured amount of money would
be pumped into the economy of-a nation of_
four million people. Also, it was decided .
that Norway’s geographic_ populatlon pat-
tern 'should be preserved. - .

To Americans, used. to economic’ expan-
sion on the fast track:.and. to. geographlc

mobility, this may seem “to be .going -

against natyre. But NorWay 5 three north-
ernmost counties cover an area the size of
Belgium, the Netherlands and Denmark
combined, and they have less than 400,000
people. (The three Huropean. countries:
have more than 20 million.) . And-the north-
ernmost county, Finnmark, with 80,000 peo-
ple, has a 122-mile’ common,- border w1th
the Soviet Union. i
Keeping the population in these areas is
extremely important in terms of national

" security, as Norway's defenses are bised

on calling up local reserves in an emer-

.gency. And as for going against ‘nature: A

winter in Arctic Norway is an unforgetta- .
ble experience—-and a very. long one, too.

Americans tend .to blame thé. Norwe-
gians for an unduly v1rgmal attitute to the
oil bonanza. At the time of the =nergy
crisis in 1974, one Anjerican in O:lo re-

marked: ‘‘You are the funniest people I
know. The world is -scréaming for oil, and
you have it, And you walk around wringing
your ‘hands, - complaining about the prob-

"lems it will bring you, and w1sh1ng that it

" Western “Europe,”
with known and probable gas reserves un-
der the North Sea and the Norwegian Sea.

1

'would somelow go.away.” -

The basis for President Reagan’s words
at his press conferelice seems to be a study

‘hy- a ‘consuiting ftrm in .Geneva, commis-

signed by the :U.S. Department of Defense

and presented’ on March' 24, The study, ti-

tled ““Alternative Strategles to Gas 'in

"deals in great detail.

Its policy recomnmendations, from .which
the U.S. government: has publicly dissoci-
ated itself, include- attempts at exerting
pressure on Norway and.the Netherlands
to get them to accelerate the development
of their gas fields, to make this gas a via-
ble and attractive alternative to imported
gas from the Soviet Union via the Siberian-
Western European pipeline currently in the
works.

"In.the study, Norway s energy policy is
described - as ‘‘intensely nationalistic,”
even compared to .other Scandinavian
countries. For the reasons ‘mentioned
above, it Is hard to fault that description,
and for the same reasons, Mr. Reagan's
use of the words “we offered to help* was

. percelved by many Norwegians as espe-.
_cially’ gratmg

The latest exchange of views on this
subject ‘between the U.S.'and. Norway took
place in Oslo June 21 and 22, when’ Richard
Perle, assistant secretary of defense for in-

_ternationaj "security policy, met with the,
.<Ininister- for oil and energy, Vidkun Hved-

ing, and the minister's . deputy, Hans-
Henrik Ramm:

In several interviews in Norway, Mr.
Perle pointed out that for the- Norwegians
to proceed at their leisurely pace might ex-
pose them to two risks:

_ There may be no market for their gas
when it does come on line in the 1990s be-
cause of the downward projections for gas
demand, and the Soviets might manipulate

their price so as to squeeze the Norwégians
out of the market even if there is one. His
answer to the objection that the Soviets

-will be able to market their gas in Western
Europe long before the Norwegians any- ™

way, even if the Norwegians were to give
up their policy-of deliberately slow devel-

opment, runs as follows: The Soviet pipe- *
line, originally planned to start deliveries-»
in late 1984, will be considerably delayed .

because of the' American embargo. and be-
cause ofe endemic Soviet administrative

problems. And.then we are talking about .
maybe even the early .

the late 1980s,
1990s.

While both Norwegian and American of

ficials deny that any kind of pressure has-

been brought fo bear, the difference of -

opinion goes to the core of the present dis-

‘pute between the U.S. and Western Eu- ..

rope: What strategy should the countries of .

the Western Alliance follow in their deal-
ings with the Soviet Union?

Here, the Norwegian conservative gov- .

ernment, while ‘less critical of the U.S.

than its Labor predecessar, is sticking to a”
policy very close to that of the West Ger- -
man Social Democratic leader, - Helmut.

Schmidt. It's a more realistic version of

the original Nixon-Kissinger detente con-

‘cept: Economic cooperation with the Sovi-

ets is mutually beneficial and contributes

5

to stability-—and may even bring some po- .

Expectations so much as the thin hope that -

something might turn up, and, despite the..

' litical spinoffs. But it i§ not a case of Great™" .

differences, of sticking with Our Mutyal , -

Friend. Who happens to be Mr. Reagan— *..

B

even when he chooses his words with less - - -

than immaculate care,

Mr. Hegge is assistant foreign editor of B

Aftenposten, Oslo, Norway, and the paper s .
Jormer Moscow and Washington correspon-

dent.
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