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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

System tfj!.. 90052 

'SECRE!P-

ACTION December 11, 1981 

MEMORANDUM FOR JAMES W. 

FROM: 

SUBJECT: 

ALLEN J. 

Revision 

NANCE ' 

LENZ lli\.--
of Oi:~6as Decision Paper 

The attached oil/gas paper, originally forwarded to Darman on 
December 1 under cover of an RVA memo dated November 28, has 
been revised as required to reflect Presidential approval of 
the Caterpillar application to export 200 pipelayers. 

I suggest you simply reinsert the memo in the Darman system 
under cover of the prior RVA memo so that the President will 
be aware it has RVA's endorsement. 

RECOMMENDATION 

That you forward the revised memo in its current form. 

Approve Disapprove 

Attachment 

Memo to the President dated November 28, 1981 

DECLASSIFIED/ RELEASED 

NLS MI ;J. lf S" # I 

BY 4¥ , NARA, DA E /~/fl~/4, y 



MEMORANDUM 
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THE WHITE HOUSE 

WASHINGTON 

System II 

90052 

November 28, 1981 
ACTION DECLASSIFIED/ RELEASED 

Nt~Lf.L~ ?"5' #- fl.. 

MEMORANDUM FOR THE PRESIDENT B ;. -- ~ I ~'~f.lft4., DATE q~ 
FROM: RICHARD V. ALLENµ 

SUBJECT: Decision on Controls on Exports to the USSR 
of Oil and Gas Equipment and Technology 

The issue of controls on exports to the USSR of oil and gas 
equipment and technology has been discussed in three NSC 
meetings, initially on July 6 and most recently on October 16. 
The meetings have revealed sharp disagreement among the 
~articipants and the issue remains unresolved. 

Following the October 16 meeting, I asked my staff to prepare 
a paper that would respond to several pertinent questions you 
had raised. At the same time, Secretary Haig initiated an 
effort to produce a new interagency paper with appropriate 
information and analysis. This effort, however, reached an 
impasse due to irreconcilable differences in departmental 
perspectives and Al has instead submitted a new State 
Department paper. 

Thus, two p~pers have been prepared for your use: 

o An NSC Staff paper which responds directly to 
the questions you had raised on October 16. 
Drawing on CIA analyses, it objectively 
analyzes the four policy options .discussed 
at the NSC meetings, a new State option, and 
an additional alternative. The paper makes 
no recommendations (Tab II). 

o A State paper which advocates the adoption of 
a specific course of action slightly different 
from State's original position (Tab III). 

Your decision is required to deal with a host of export control 
and related issues. However, because of the complexity of this 
issue and the sharp division of views, I believe another NSC 
meeting is unlikely to be useful at this time. Accordingly, 
you may t;iJnd! 1a, -r~v.:j._ew·:. -of the attached papers to be the most 
effective' way of reaching or moving toward a decision on this 
matter. Should your review raise further questions, we will 
be pleased to obtain the answers. 
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After a careful review, and in view of the status of the Siberian 
Pipeline negotiations, I have concluded that you may want to 
select from Options IV, IV-A, and V (see option selection paper at 
Tab I). These options are compatible with the consensus that it 
would be to our advantage to impede Soviet oil and gas production 
and represent progressively tougher unilateral measures to implement 
this principle. The specific option chosen depends on how firmly we 
wish to stand on principle and the degree to which we are prepared 
to accept resultant export losses. 

RECOMMENDATION 

That you review the attached materials and indicate your decision 
on the option sheet at Tab I, or provide me with further questions 
or guidance. 

Approve Disapprove 

Attachments 

Tab I 
Tab II 

Tab III 

. - SECRE9? 

Option Selection. Paper 
NSC Prepared Paper 
A Impact of COCOM and US Embargoes of Petroleum 

Equipment and Exports (Prepared by CIA) 
B Political and Economic Costs of Allied and 

U.S. Oil and Gas Controls (Prepar~d by NSC Staff) 
c Possible Allied Responses to U.S. Strategy on the 

Yamal Pipeline (Prepared by CIA) 
D Policy Options Paper (Prepared by State for July 

NSC Meetings) 
State Prepared Paper 

f 
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STATEMENT OF OPTIONS 

BY ~ , NARA, 
/~/~'7-/tt'V 

~ ob on Exports to the USSR of Oil and Gas 
Equipment and Technology 

-~ .. · ~·• "' ... 

OPTION I. The US will actively impede Soviet oil and gas production 
and export projects. The US will impose national security controls 
on, and deny exports licenses for, all oil and gas equipment and 
technology. We will use our available leverage to pressure our Allies 
and friends to adopt similarly restrictive measures. 

Presidential 
Preference 

OPTION II. The US will attempt to impede Soviet oil and gas production 
and export projects. Recognizing that our Allies and friends may not 
follow suit without unacceptably high political costs, we will use less 
leverage than in Option I. We would consider, after consultations with 
our Allies, adopting a multilateral approach less restrictive than 
implied in Option I. Until this is worked out, the US will deny export 
licenses for technology and equipment. 

OPTION III. The US is most concerned about major Soviet projects which 
contribute to Soviet production capability and our Allies' vulnerability 
to Soviet energy leverage (e.g., West Siberian Pipeline). The US 
will make a major effort with other countries to restrict exports of 
equipment and technology for such projects. Until this is worked out, 
the US will deny all technology and end-use equipment exports for 
major projects while approving end-use equipment exports for major 
projects. 

OPTION IV . · Rather than attempting to impede oil and gas production 
and exports, our goal will be to deny exports of technology that allow 
the Soviets to replicate advanced Western equipment; this technology 
would give them an independent capability to improve oil and gas 
output and infrastructure. The US will approve exports of end-use 
equipment. 

OPTION IV-A (Toughened up Option IV). Rather than attempting to impede 
oil and gas production and exports, our goal will be to deny all 
exports of technology that allow the Soviets to replicate advanced 
Western equipment. The US will also embargo exports of end-use 
equipment when this would hurt the USSR more than the US, e.g., 
submersible pumps and other equipment that the Soviets can acquire 
only from the US. Seek European and Japanese support. s·.enior level 
review of exports to identify areas of leverage. NOTE: This represents 
the new State Department position. 

OPTION v. While it is not feasible to secure Allied cooperation, 
the US should, nevertheless, stand on sound principles and unilaterally 
impose controls on oil and gas equipment and technology. NOTE: Not 
presented at NSC meeting. Surfaced in NSC staff paper . 



SECRET ~LVi \L. I 
CONTROLS ON EXPORT TO THE USSR OF OIL DECLA.:-.,$1FIED / Rt:. ' ,... ASEO 

AND GAS EQUIPMENT AND TECHNOLOGY Le 
(Prepared by NSC Staff) 

I. Issue Requiring Decision 
BV ~ , NARA, DATEltJ/~ 

The issue requiring your decision has two co~ : 1 

first, setting our basic policy concerning licensing of U.S. 
exports of oil and gas equipment and technology to the Soviet 
Union; second, determining whethe;t' we will see~ similar re-
strictive licensing actions by our Allies. This decision will 
shape an important part of our policy on the broader issue of 
the transfer of Western and U.S. technology to the Soviet Union. 

An early decision is required: 

o To guide renewal or revision of existing foreign 
policy controls on oil and gas equipment and tech­
nology which, without our action, will expire on 
December 31. 

o To complete our strategy concerning the Siberian 
Pipeline. Since the Siberian Pipeline would be the 
major consumer of the items that would be restricted 
by oil and gas controls, your decision will set our 
basic strategy and tactics on further dealings with 
our Allies on this issue. 

o To complete our negotiating position for December/ 
January meetings with our Allies at which we will 
propose strengthening of controls by the 17-nation 
Committee for Multilateral Export Controls (COCOM). 

o To deal with day-to-day licensing problems. 

Your decision will have important effects, both immediate 
and long-term, on our trade and political relations with the 
Soviet Union, on relations with our Allies, and on domestic 
and international perceptions of your overall strategy. 

II. Essential Background 

Allied Security Controls: As an outgrowth of the July NSC 
meetings# you decided that the U.S. should press for strengthening 
the COCOM restrictions on exports to the USSR of strategic 
materials and technology by adding equipment and technology critical 
in several defense priority industries to existing controls. How­
ever, this decision did not directly address oil and gas equipment 
and technology. 

The Siberian Pipeline: The July NSC discussions revealed agree­
ment among your advisors that the Siberian Pipeline constitutes a 
threat to Allied unity, but sharp disagreement as to our ability to 
impede its construction without actions that would be more costly 
to the Alliance than completion of the pipeline itself. 

Resolution was accomplished by preparation of talking points 
that you used in expressing U.S. concerns about the pipeline to our 
partners at Ottawa. Ottawa discussions on the pipeline, however, 
were essentially inconclusive. 
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In early November, a U.S. delegation presented alternatives 
to the· pipeline in the European capitals, but was unable to dis­
suade the West Europeans who have continued their negotiations 
to consurnate the deal -- negotiations that are .. apparently nearing 
completion, with the key FRG-Soviet agreement announced during 
Brezhnev's Bonn visit. · 

Caterpi'll°at.'· •pi1e ·l;aye·rs: In August, you approved a Caterpillar 
Company request to 7 icense 100 pipelayers for export to the Soviet 
Union. In September, Caterpillar applied to license an additional 
200 pipelayers. On December 9 you approved this request. 

III. The Oil/Gas Controls Issue -- Basic Components 

Those items of equipment and technology used in oil and gas 
exploration and production that also have significant potential 
direct application to Soviet military uses are already under U.S. 
national security and COCOM export control restrictions. These 
items are, however, not being controlled because they are oil and 
gas equipment, but rather because of their strategic importance 
wherever used. Example items include computers and control 
systems. The availability to the Soviets of Western oil and gas 
equipment and technology falling outside COCOM restrictions speeds 
Soviet energy development and reduces their costs while freeing 
resources for application in the military sector. 

The issue to be decided now is whether we should apply addi­
tional controls on all oil and gas equipment and technology --

. including items not already controlled because of their strategic 
importance -- in an attempt to affect Soviet · military capabilities 
indirectly; by impeding Soviet energy development and economic 
growth. 

There is consensus among your principal national security 
advisors (Haig, Weinberger, Casey; JCS, NSC Staff) that it would 
be to our adva·ntage to impede· s ·ovi•et oil• and gas production. This 
view rests on the following arguments: 

o Reduced oil/gas production would slow Soviet economic 
development and possibly the growth of Soviet military 
capabilities. 

o Stopping the Siberian Pipeline and reducing Soviet 
energy exports to the West would avoid a potential 
weakening of NATO cohesion stemming from European 
dependence on Soviet energy resources. 

o Reduced oil/gas production would diminish Soviet energy 
exports and hard currency earnings, reduce their 
ability to buy Western technology and increase competi­
tion for resources between their military and civilian 
sectors. 



0 It would be inconsistent to try to redress our 
military disadvantages by increasing u.~. defense 
expenditures, while at the same time making it 
easier for the So~iets to devote resources to their 
military. 

There is agreement on the objective of impeding Soviet oil 
and gas production. But what is crucial·, -- the central issue -­
is whether we· ·can· ·achieve ·that obj"ecti ve· ·at po"litical ·and economic 
costs· that are· le·s·s than the ·be·n·efits· to be· ·gained. Your advisors 
differ sharply on this question. 

During NSC meetings in July and October, four basic options 
-were presented (Table 1) and discussed, revealing sharp differences 
among your advisors. 

Three basic alternativ~s are couched in the four options tabled. 

o Options I and II place all oil and gas exploration and pro­
duction equipment, and all oil and gas technology under 
national security controls. This equipment and technology 
would be added to the list of new controls to be negotiated 
with our COCOM Allies. Until negotiations are concluded, 
the U.S. would implement a unilateral embargo. The only 
difference between these two options is the degree of 
pressure used to secure Allied cooperation. (Supported by 
Weinberger, Casey, Kirkpatrick, JCS, NSC Staff.) 

o Option III would seek the same controls as the 
first two options, but would be invoked only against 
major Soviet development projects, such as the 
Siberian Pipeline. This option. would require case­
by-case determinations of whether an export to the 
USSR was for a "major project." (Supported by 
Under Secretary Davis, Energy.) 

o Option IV corresponds closely with current U.S. policy, 
initiated by Carter after the invasi6n of Afghanistan. 
Those items of oil and gas equipment not already con­
trolled for natiori'al security reasons are placed under 
"foreign policy" controls, with the presumption that 
technolo~y license applications will be denied, but 
applications for export of equipment without significant 
potential for mi_litary uses will be approved. An 
attempt could be made to have the Allies accept similar 
controls. (Supported by Haig, Regan, Baldrige. 
Stockman, Brock, and Under Secretary Davis, Energy.) 

The sharp difference of views on the course to . be followed 
results from varying viewpoints on the following key questions: 
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To what extent can Allied or unilateral U.S. export 
controls impede Soviet oil and gas production? 

What would be the political and economic costs of Allied 
and U.S. oil and gas controls? 

What would be the prospects and costs of obtaining 
Allied cooperation in multilateral controls on oil 
and gas equipment and technology? 

. An examination of these questions follows. 

IV. Key Question: To What Extent Can Allied or Unilateral U.S. 
Export Controls · ·Impede Soviet Oil and Gas Production? 

A CIA assessment i _ndicates that a total, effective, multi­
lateral COCOM embargo on exports of oil and gas equipment and 
technology to the USSR and Eastern Europe -- if sustained over 
a number of years -- would substantially retard Soviet energy 
development and that the effects of these restrictions would 
increase over at least the next decade: 

o A sustained Western embargo could cause Soviet losses 
of 10 to 15 percent of the 20 million barrels per day 
of oil equivalent production projected for the mid to 
late 1980s. 

o The effect of the reduced oil and gas production could 
be to lower the average annual growth of Soviet GNP in 
the 1980s by about one-half percent, or about one-fourth 
of the two percent rate the CIA estimates will otherwise 
be achieved. 

However, the effects of a unil•ateral U.S. embargo would be 
much smaller and· only transito·ry. 

The complete text of the CIA analysis is at Tab A. 

V. Key Question·: What Would Be the Political and Economic Costs 
of Allied and u.s-. · •oiT ·and Gas Contr·ols? 

Costs to our Allies: Our Allies will perceive the political 
and economlilC costs to be so high that they are most likely to 
oppose controls on oil and gas equipment and technology to the 
USSR. A basic West European objective is to sustain or increase 
the level of trade with the Soviet Union; they expect political 
and economic gains from this trade to include: 

0 

0 

Substantial short- and long-term trade benefits. 

Energy imports from the Soviet Union are self-liquidating 
expenditures because they generate equivalent exports to 
the Soviet Union, an advantage offered by few, if any, 
other potential energy suppliers. 
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The FRG sees good political relations with the USSR as 
essential to a desired expansion of relations with the 
German Democratic Republic. 

Other perceived advantages: world energy supplies will 
be increased by enlarged Soviet production and hence, 
prices will be driven downward;. Soviet energy provides 
Western Europe a means of diversifying its energy 
dependence; political relations are improved by trade 
with the communist countries; a well-fed Soviet bear is 
less adventurous than a hungry Soviet bear. 

Costs to the U.S.: The direct, immediate economic effects 
of the imposition of oil and gas controls on U.S. exports would 
be relatively minor in aggregate terms. Commerce feels that a 
reasonable estimate for U.S. pipeline sales is $600-$700 million, 
or $125-150 million annually over the next five years. 

CIA analysts, however, feel that this sales level could 
easily be doubled if the Soviets purchase other U.S. equipment 
such as offshore drilling rigs, submersible pumps, etc., which 
they badly need to sustain increases in their oil exploration 
and production. 

Although oil and gas equipment sales to the USSR would not be 
large in aggregate terms, sales by individual firms might be quite 
significant. For example, a sale by Caterpillar Tractor for 200 
pipelayers, valued close to $90 million, is regarded as a major 
business deal. 

Additionally, it may be difficult to disassociate decisions 
on oil and gas equipment from other large Soviet purchases in the 
U.S., which include a $274 million purchase of harvester-thresher 
technology from the financially troubled International Harvester 
Company that has just been approved and a pending license applica­
tion for a $200 million purchase for strip mining and road grading 
equipment from .the Allis-Chalmers subsidiary of Fiat-Allis. While 
a reasonable rationale for restricting exports of pipelayers and 
other oil and gas equipment while allowing these other transactions 
may be developed, many business and other interest groups will see 
the differing treatments as illogical. 

The overall domestic political reaction to oil and gas 
restrictions is likely to be favorable if the U.S. restrictions are 
part of a concerted Allied effort. However, heavy political pres­
sure aga•inst unilaterally imposed restrictions is 'likely, particularly 
from representatives of the affected industries who will see little 
utility in the U.S. "going it alone." 

Additional information on Allied and U.S . economic costs of 
oil and gas controls is at Tab B. 



VI. Key Question: What Are the P'rospects and Costs of Obtaining 
Allied Cooperation 'in Multilateral' Controls? 

The most significant and immediate effect of a coordinated, 
multilateral imposition of controls would be to stop construction 
of the Sibierian Pipeline. r 

As to costs, the CIA found in a recent analysis: 

"A policy of seeking COCOM cooperation to stop the Siberian 
Pipeline would probably have a low yield and a high cost. 
The Allies have already decided the project is in their 
interest and will not voluntarily halt their participation. 
In the immediate term, U.S. attempts to force a stop to the 
project are likely to jeopardize the current U.S. initiative 
to broaden and strengthen COCOM export controls in a number 
of military related industrial sectors. In addition, the 
West Europeans view the project as strictly ·their own affair 
and resent U.S. interference; U.S. pressure thus could pose 
major risks for U.S.-Allied relations." 

The complete -CIA analysis is at Tab C. 
, 

VII. The Choice 

While your advisors agree that it would be advantageous to 
impede Soviet oil and gas production, the more difficult and con­
troversial question is whether the costs of steps that would be 
required to obtain Allied cooperation would be too great. There 
is little doubt that the costs would be high and that the effects 
would be felt across a wide range of other issues. 

Options I through III are based on sound objectives. These 
options, in effect, would initiate a political policy of partial, 
selective economic warfare against the Soviet Union -- through 
controls designed to affect Soviet energy production, but not 
through agricultural or other export restrictions -- and would 
attempt to enlist the aid of our Allies in applying similar controls. 

· Option IV foregoes economic warfare; it accepts the argu­
ments of extreme difficulty and high costs in getting Allied 
cooperation., but will not significantly slow Soviet energy develop­
ment or construction of the Siberian Pipeline. 

A listing of the options and pros and cons submitted in July 
by the Interagency Group is at Tab D. 

However, · your alternatives also include a "toughened up 
Option IV" presently proposed by State under which the U.S. would 
unilaterally add to the Option IV controls on embargo those 
end-use equipments where the · costs of the embargo would be greater 
to the Soviets than to the U.S.; i.e., submersible pumps and other 
equipment the Soviets can acquire only from the U.S. The economic 
costs of this option would fall on those few U.S. firms that have 
oil/gas equipment with unique capabilities. 
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Another alternative approach not included in those originally 
presented would be to accept the conclusion that while it is not 
feasible to secure Allied cooperation, the U.S. should, nevertheless, 
stand on sound principles, and . unilaterally impose controls on all 
oil and gas equipment and techno·1o·gy, regardless of availability 
from foreign sources. This alternative would, however, be incon­
sistent with your August and December Caterpillar pipelayer 
approvals and would require denials of future pipelayer licenses. 
Additionally, this option would not have a significant impact on 
Soviet energy production, and would incur larger domestic 
economic costs than a toughened Option IV. The costs would be 
significant for some firms and restricting oil/gas equipment and 
technology exports would invite criticism if you approve other 
large non-oil/gas transactions, such as the International Harvester 
and Fiat-Allis deals. However, any decision you make on this 
matter will be controversial with strong support corning from some 
quarters, heavy criticism from others. 

Unilaterally imposed controls would, however, accomplish 
two important objectives: first, such a decision would con­
vincingly demonstrate to our Allies our determination and 
seriousness of purpose, and thereby enhance our ability to obtain 
their cooperation on tightenting COCOM controls on non-oil/gas 
items; second, it would stake out the "high ground" for U.S. 
leadership in rallying for tight multilateral controls on all 
commodities -- including oil and gas equipment and grain -- in 
the event of a Soviet intervention in Poland • 
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Table 1 

STATEMENT OF ORIGINAL OPTTONS' DISCUSSED AT NSC' MEETINGS 

Option I 

Controls on Export to the USSR of Oil 
and Gas Equipment and Technology 

OJ 
-< 

t ~ 
The U.S. will actively impede Soviet oil and gas production · 
and export projects. The U.S. will impose national secUJt"ity~ 
controls on, and deny exports licenses for, all oil and gas ;:n 
equipment and technology. We will use our available leverag) J 
to pressure our Allies and friends to adopt similarly restri~ 
tive measures. · ~ 

m 
Supported by: 

Option II 

Weinberger (I or II); Casey (I or 
Kirkpatrick; General Jones; NSC 
Staff (I or II) 

II)' t 
~ 

The U.S. will attempt to impede Soviet oil and gas production 
and export projects. Recognizing that our Allies and friends 
may not follow suit without unacceptably high political costs, 
we will use less leverage than in Option I. We would consider, 
after consultations with our Allies, adopting a multilateral 
approach less restrictive than implied in Option I. Until 
this is worked out, ·the U.S. will deny export licenses for 
technology and equipment. 

Supported by: Weinberger (I or II); Casey (I or II); 
NSC Staff (I or II) 

Option III 

The U.S. is most concerned about major Soviet projects which 
contribute to Soviet production capability and our Allies' 
vulnerability to Soviet energy leverage (e.g., West Siberian 
Pipeline). The U.S. will make a major effort with other 
countries to restrict exports of equipment and technology for 
such projects. Until this is worked out, the u.s. will deny 
all technology and end-use equipment exports for major pro­
jects while approving end-use equipment exports not for major 
projects. 

Supported by: Under Secretary Davis, Energy (III or IV) 

Option IV (Carter Administration Policy) 

Rather than attempting to impede oil and gas production and 
exports, our goal will be to deny exports of technology that 
allow the Soviets to replicate advanced Western equipment; 
this technology would give them an independent capability to 
improve oil and gas output and infrastructure. The U.S. will 
approve exports of end-use equipment. 

Supported by: 

--SEC!tM 

Haig; Regan; Baldrige; Under Secretary 
Davis, Energy; Stockman; Brock 
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THE IMPACT OF COCOM AND US EMBARGOES OF 
PETROLEUM EQUIPMENT EXPORTS 

The U.S. COCOM Initiative 

(Prepared by NSC Staff) 

The Committee for Multilateral Export Controls (COCOM) is 
a voluntary 17-nation "gentlemen's agreement" organization that 
has existed since 1949 without official status by treaty or 
other formal agreement. A decision to increase the level of 
controls must be unanimously accepted to be effective. 

As an outgrowth of the July NSC meetings, you decided that 
the U.S. should press for strengthening of COCOM restrictions 
on exports to the USSR of strategic materials and technology by 
adding to existing restrictions controls on (1) equipment and 
technology critical to production in defense priority industries; 
and (2) technology for production in these industries without 
regard to whether the USSR already has such technology data (i.e., 
without the criticality condition). 

Our U.S. proposals will be initially advanced to the COCOM 
group at a high-level meeting in Paris in December or January. 
The practical effect of the increased restrictions, if accepted 
by our Allies, would be to add or strengthen controls on ·several 
product areas. These would include: computers, communications, 
high technology micro-electronics, aerospace, machine building, 
ship-building, metallurgy chemicals and heavy vehicles;· 

Oil and gas equipment and .technology would be added to the 
above list if you decide we should control these items and press 
our Allies to do so. · 

The COCOM negotiations could be contentious and extended, 
and our proposals could be rejected or effectively blocked by 
lengthy negotiations, even if we do not add oil and gas items 
to our proposals~ Even if our position is finally agreed to, 
it is unlikely that we would gain acceptance in less than a 
year or more. 

The analysis which follows was prepared by the CIA. 
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The Impact of COCOM and US Embargoes of 
Petroleum Equipment Exports 

A total ·, effective and sustai ned multilateral COCO~ embargo 
on exports of oiJ and gas equipment to the USSR and Eastern 
Europe would substantially re t ard Soviet energy d€velopm~nt, and 
its impac.t would increase over at l east the next decade·. The 
impact of a unilateral U.S. embargo would be much smaller and 
transitory. · · · 

The · m6st . sev~r~ effect of a C0COM embargo would be on Soviet 
gas production. Construction of gas pipelines, the chief 
constraint on Soviet ability to expand gas production, depends 
heavily on imports of Western pipe and compressors, and Soviet 
capabilities for producing such equipment are already stretched 
to th~ limit. Without Western equipment a shortfall of at least 
15 percent of planned gas prod~ction by 1985 would be alm6st 
inevitable. The shortfall would continue to increase later in 
the decade even though Moscow would give a high priority to 
expansion of its own pipe and compressor industry. A unilateral 
U.S. embargo would. have virtually no effect on Soviet gas 
production. 

Iri the cas€ of oil, the most critical short teim Soviet 
dependence is for US built - submersible ~umps, production of which 
is now a US monopoly. Deni~l of these pumps could cut Soviet oil 
production by around 2 percent over the next 2 years or so. 
Beyond that period~ the impact would continue to increase with a 
COCOM embargo, but · would quickly disappear with a unilateral US 
embargo as other Western producers eritered the field. 

· As time goes on, Soviet dependence on Western oil equipment 
will increase, reflecting the rapidly growing complexity of oil 
exploration and development and the limitations of Soviet 
technology. Finding the smaller and more remote deposits on 
which -Soviet oil production will . increasingly depend, developing 
offshore fields, and ~xpanding the use of enhanced oil recovery 
all will benefit greatly from--and in - some cases will require-­
Western equipment. Although quantification is not possible, 
there is little doubt that a COCOM ~mbargo would substantially 
accelerate the expected decline in Soviet oil production in the · 
second half of the 1980s· and beyond. 

In turn, a ~ore r~pid decline in oil production coupled with 
a ~uch -smaller incre~se in gas production than is now expected 
would have an important depressing effect on the Soviet · 
economy. Hard currency earnings would fall sharplj, thus greatly 
curtailing Soviet importi from the West. And economic growth 
would be even slower than the 2 percent or less rate we now 
expect. ·. DECLASSIFIED IN PART 
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The judgments of this paper are necessarily tentative 
because of the absence of information on specific Soviet plans, 
equipment production and inventories, and oil- and gas-field 
conditions. Nor can we ·foresee the long-term adjustment 
possibili~ies available to a .large command economy. The basis 
for our conclusions is presented in the ~ccompanying Annex, in 
which the ranges of impact on production shown for various types 
of equipment ~re· probably more . valid in reflecting relative 
rather·, than absolute ma.gnitudes. The aggregate of the individual 
effects thus at best provides an order of magnitude impression, 
based on the -best current judgments of our petroleum analysts. 



-ANNEX 

Prelimipary Judgments on the Impact of C0COM and US Embargo 
of Oil and Gas E~uipment to the USSR 

Background 

Estimates of th~ effects of a Western embargo on the export • 
of var-ious kinds of oil and gas equipment to the Soviet Union are 
necessarily tenuous, as they involve assumptions as to the types 
and quantities of equipment that the Soviets will seek from the 
West in the next few years. Irr the past, imports from the West 
represented only a small percentage of total Soviet equipment 
supply. But new problems in exploration, production, and 
transport of oil and gas will probably lead the USSR to rely more 
heavily on imports in -the 1980s. Although the Soviets show no 
incli.nation to avail themselves of opportunities they have 
ignored in the past, arrangements such as joint ventures or 
service contracts with Western firms criuld--under changed 
circumstances--offer productivity increases in petroleum 
extraction. 

Effect . of Embargo on Major Categories of Equipment 

Exploration Equipment 

The Sovi~ts already have found most of the relatively 
shallow, easily-located, ~ccessible oil and gas traps. They 
spe.cifically need Western seismic and well-logging technology - to 
boost Qil reserves in th~ 1980s. Due to the 5 to 6 year 
discovery-to-production time lag, Western equipment ordered today 
is unlikely to have much · impact on oil production before the - late 
1980s. While a multilateral embargo could sever~ly constrain 
Soviet ~xploration, unilat~ral controls by the US would have 
lit.tle or no effect. Foreign firms can supp.ly Soviet needs with 
little or -no degradation in quality. But we do not believe that 
the Soviets .can improve their own eiploration technology (i.e., 
geophysical hardware and software) rapidly enough to affect -
production before the 1990s. 

Drilling Equipment 

The Soviets plan to nearly double the amount of drillin~ for 
oil and gas in 1981~85, with further increases -planned for the 
late 1980s. Soviet drilling productivity is poor by 
international standards. Western rigs, drill pipe, tool joints, 
drill bits, blow-out preventors, and drilling-fluid technology 
already provide substantial aid to Sbviet drilling efforts. _The 
Dresser drill-bit plant, if brought on stream with .us or Western 
assistance, could have a considerable ~m~act -0n Soviet oil 
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producti~n by the lat~ 1980s. Although the US is the world's 
leader in the production of drilling equipment, producers in 
Japan and Western Europe could supply the Soviet market. A 
unilate~al US embargo would therefore not have much bite. 

Production Equipment 

Th~ Soviet oil industry faces r1s1ng fluid-lift requirements 
in the 1980s, as. t.he amount of water produced along with the oil 
increases . . According to Soviet plan~, a large a~ditional volume 
of fluid--perhaps as high as 6 miliion b/d--must be lifted in 
1985 simply to maintain oil production at the 1980 level of about 
12 million b/d. To handle the high volume· of fluid, the Soviets 
plan to double the number of wells producing .with the help of 
submersible · pumps and gas-lift equipment. 

Imported equipment is important for this effort because the 
. capacity and quality of Soviet-made submersible pumps and gas­
lift ~quipment is low~ In the cas~ of high capa~ity pumps, U.S. 
pi6ducers now have a monopoly but, if these were embargoed, other 
Western suppliers could be expected to enter the field within 
about two years. Each high-capacity U.S. pump produces on the 
average about · 1,000 to 1,500 b/d of oi 1 under Soviet 
conditions. The Soviets probably expe~t to import about 100 such 
pumps annually (in th~ 1970 1 s they imported a total ~f 1,200). 
The w~ter-cut problem in Soviet oilfields is getting worse, and 
domestic development of a good .substitute pump has not yet been 
successful. Denial of the U.S. pumps con~equently coul·d cost the 
Soviets 200~000 to 300,000 b/d of oil before other Western 
suppliers could co~~ on stream. · In the case of a COCOM embargo~ 
the impact would continue to grow, . probably for several more . 
years. 

· Irr addition to high capacity pumps, Western equipment 
pl~ying a signifi.cant role · in Soviet oil development includes 
gai-lift equipment, well-completion equipment, wellhead units, 
and Christmas-tree assemblies. 

The · U S S R a l s o h a s a n i ri c r e a s i n g· n e e d f o-r We s t e r n en h an c e d -
oil~r~covery technology. Enhanced recovery projects have long 
lead times, however, and the effect of Western assistance would 
be relatively small and felt only after 1985. 

Offshore Equipment 

The Soviets' least-explored prospective areas for new 
petroleum discovery are offshore, and their oil and gas 
production in thi late 1980s _and beyond heavily depends on the 
development of such areas. The Soviets already have received 
substantial assistance from the West. Continued assistance could 
speed development in the Caspian area. A US embargo applied 
unilaterally would make little d-ifference. After 1985, COCOM 
restrictions would have very little effect. Firms in Finland, 
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Singapore, Mexico, and Yugoslavia can supply most of the USSR's 
current offshore needs, and all of their requirements by the late 
1980s. Production of the few drilling components now produced 
only in the US could be quickly introduced abroad. 

Oil Refinin$ and Gas Processing Equipment 

The So~iets intends to expand their • secondary refining and 
gas processing industries substantially in the 1980s. They are 
relying almost exclusively, ho~ever, on · their own production or 
on equipment imported from Eastern Europe. 

Gas Pipeline Equipment 

Although the Soviet Bloc produces most of its own oil 
pipeline equipment, the USSR relies extensively on the West for 
gas pipeline equipment--large-diameter pipe and valves, 
compressors, and pipelayers. Since pipelines are the principal 
bottleneck in Soviet gas production, a COCOM embarog on pipe, 
compressors, .and pipelayers would be a major setback to -the 
Soviet gas industry. High-quality large-diameter pipes and 
valves are currently produced only in Western Europe and 
Japan.* Although the Soviets have recently built a plant tb 
~anufacture ).arge~diameter pipe, they have yet to ·master . 
ptoductfon of pipe of this size. Pipelayers capable of handling 
this pipe are produced only in the US, Italy and Japan~ large 
turbine compressors of the type sought by the Soviets for the 
export pipeline project are bui.lt in the United St~tes and the 
United Kingdom. Smaller units are built by firms in France, 
Germany, Italy, and Japan; none of these, however, has yet 
attempted to ·make a 20 to 25 MW unit, although a French firm has 
the necessary licensing. 

A multilateral COCOM embargo on gas pipeline equipment -could 
reduce gas production by as much as 10 billi.on cu. ft./day (1.75m 
b/d, oil equivalent) in 1985 and by substantially more after 
1985. US unilateral restrictions on equipment in this area, 
however, would have minimal impact. The US does ·not prod_uce _the 
pipe _ or valves sought by the USSR, and pipelayers and compressors 
can be supplied from abroad. Foreign production of industrial 
compressor turbine shafts and blades, the sole area now subject 
to US control, could begin in sufficient time to prevent a delay 
in completion of the pipeline. 

* Although the - Soviets p_roduce pipe up to ·1,420 mm. · (56 inches) 
in diameter, little is f~r natural gas pipeline service. Most 
~oviei pipe is spiral welded and lacks the {HSLA) high-strength, 
low alloy metallurgy of Western steel for Arctic pipeline 
service. Most of the large pipe imported b.y the USSR is 
fabricated with a single longitudinal weld made by the submerged 
arc process. 
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Implications of an · Embargo on Equipment for the Yamal Pipeline 
A full COCOM embargo on _equipment for _Siberia-to-Europe gas 

pipeline presupposes West European agreement to abandon the 
project. A unilateral US embargo on critical gas turbine 
components destined for use on the famal Pipeline probably would 
not substantial~y delay the project •. 

·(a) , The ·so~iets have designed the exp·ort' pipeline 
compressor stations to use either General Electric {GE) or 
Rolls-Royce (United Kingdom) turbines, and a US em bargo on GE 
could prompt Moscow immediately to switch to Rolls-Royce, which 
probably can produce the needed turbines roughly within the time 
sought by the Soviets. 

(b) Ev~n if ~he Soviets stay with the GE design and thus 
receive complete delivery from West European firms ·of turbine­
compressor units two years later than without the embargo on GE, 
the pipelin~ probably would not be seriously delayed beyond the . 
full-capacity compl€tion date we now expect--late 1986 to early 

. 1987. · The Sovi~ts would take at least 5 years to build the 
pipeline and complete all of the compressor stations even without 
an embargo -0n GE exports. Thu~ many -turbine~cornpressor units, 
eve~ if delivered by late 1983 as Moscow wants, would have to 
wait se~eral years before installment in compressor sta~ions. If 
West European delivery of the GE-design turbines were not 
completed until late 1985, the Soviets could still bring the 
pipel-ine to full capac i ty within another · year by placing those 
late-arriving units into the last compressof stations to be 
completed~ · 

(c) Because of likely slippage of construction schedules on · 
the Sovi~t side, even a substantial ~elay in delivery of Rolls~ 
Royce turbines (beyond thi late-19 83 to early-1984 deadline n-0w 
seen as feasible if Moscow switches soon to that firm) probably 
would not delay the completion of the pipeline project. 

Economic Impact of Export Controls 

A sustained multilateral embargo on exports of energy- . 
related equipment to the USSR could l .ead not only to ·substantial 
effects on oil and gas production but also to a significant 
worsening of already poor economic prospects. The losses in gas 
and oil production .would probably amount to 2 - 3 million b/d 
(oil ~quivalent) in the mid and late 1980's~ of which the longer 
part would be ga~ • . · · 

Part of this short-fall in energy production--perhaps of the 
order of 1 million b/d--would be absorbed through cuts in exports 

.-£ECRET 
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As Amended 
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of oil and gas to the West and Eastern Europe. Exports of oil 
and gas account for about one half of present Soviet hard · 
currency earnings. 

Even after major trade adjustments, domestic energy supplies 
would probably be reduced by 1 - 2 million b/d, or some 5% by the 
mid to late 1980 1 s~ 

The average · annual growth of GNP in the 1980 1 s (now 
projected at iround 2 percent) probably would be lowered · by ha)f 
a· percentage point or s.o. As time wen't on, the USSR would adjust 
to an embargo through cutbacks in imports from the West, stepped­
up domestic production of oil an·d gas equipment, and forced 
conservation, as well as through slower economic growth. 

E. 0. 12958 
AsAmended 

Sec. I, Ye 



POLITICAL AND ECONOMIC COSTS OF ALLIED 
AND U.S. OIL AND GAS CONTROLS 

(Prepared by NSC Staff) 

Costs to ou·r Allies 

DECLASSIFIED 
NLRR Ill~ . l 1 ~ , ol 1qLf:y:, 

/ 

BY {lvJ NARADATE ~l~/('l 

Our European Allies are likely to oppose the imposition of 
controls on oil and gas equipment and technology on several 
grounds including: world energy supplies will be increased by 
enlarged Soviet production; Soviet energy provides them a means 
of diversifying their energy dependence; political relations are 
improved by trade with the communist countries; a well-fed Soviet 
bear is less adventurous than a hungry Soviet bear. 

In addition to these arguments, however, they see very tangi­
ble short- and long-term trade benefits in sustaining or increasing 
Soviet oil and gas production capabilities. To begin, the Siberian 
Pipeline and other major Soviet energy development projects offer 
the near-term prospect of significant exports to the USSR (approxi­
mately $12-15 billion from the Siberian Pipeline alone). 

But more than short-run trade considerations pertain. Our 
Allies realize that the pipeline and other major Soviet energy 
projects are necessary to sustain Soviet energy exports during 
the 1980s. They also recognize that lack of hard currency is the 
most fundamental constraint .on Soviet/East European imports from 
the West and that energy purchases from the Soviets provide the 
Soviets means to purchase from the West. Thus, our Allies see 
energy imports from the Soviet Union as self-liquidating expendi­
tures because they generate equivalent exports to the Soviet Union, 
an advantage offered the energy dependent West Europeans by few, if 
any, other potential energy suppliers. ·. 

There is, therefore, a fundamental difference between U.S. and 
West European objectives concerning the Siberian Pipeline and other 
Soviet energy development projects. An important U.S. objective is 
to cap or reduce the level of Western -- or, af least, West 
European -- trade with the Soviets. But a basic West European 
objective -- to sustain or increase the level of that trade -- is 
directly contradictory. 

Because it would strike at the heart of Soviet-East European 
trade capabilities, the West Europeans are likely to see the addi­
tion of oil and gas equipment to the list of COCOM controlled items 
as a means of waging long-term economic warfare against the Soviets, 
rather than being merited by the direct national security risks 
involved. 

Our Allies have always been less disposed to economic warfare 
than the U.S., probably because they are more trade dependent -- and 
hence themselves more vulnerable to trade restrictions -- and because 
economic warfare against the Soviet Union could be more costly in 
short-run commercial terms to them. 



In 1979 pre-Afghanistan trade, U.S. exports to the Soviet 
Union were $3.6 billion, 20 percent of a 15 Western nation total 
of $18.1 billion, and second only to FRG exports of over $3.6 
billion. However, U.S. exports to the Soviet Union have always 
been dominated by agricultural commodities, which would not be 
directly affected by oil/gas controls. For example, 1979 U.S. 
agricultural exports to the USSR were $2.9 billion, but manu­
factured goods totalled only $655 million, the second largest ever 
achieved by U.S. exporters, but less than five percent of Western 
manufactured good exports of $13.6 billion. In the same year, FRG 
manufactured good exports to the USSR were $3.5 billion; Japan, 
$2.4 billion; France, $1.8 billion. 

Our Allies may thus find inconsistent U.S. proposals that 
would have a substantial ef feet on the.ir manufactured good exports, 
but would have a relatively minor effect on similar U.S. exports 
and no direct effect on our multi-billion dollar grain exports. 

Additionally, compared to the size of the economies involved, 
trade with the Soviet Union and Eastern Europe is much less 
important to the U.S. than to several West European countries. For 
example, comparative 1979 exports to the Soviet ·Union and Eastern 
Europe expressed as a percentage of gross national product were: 

Country 

FRG 
·Italy 
France 
U.K. 
U.S. 

Exports to USSR/EE 
Percent of GNP 

1.48 
.81 
.70 
.52 
• 24• 

On a micro-economic basis, some European industries would be 
even more strongly affected by a stop on exports for the Siberian 
Pipeline and other oil and gas projects. Major portions of exports 
of various west European industries' outputs have gone to Soviet/East 
European markets: 20.4 percent of the FRG's iron and steel, which 
includes steel pipe; ten percent of its non-electric machinery and 
chemicals exports; more than eight percent of Fre·nch iron and steel 
and non-electric machinery; almost 18 percent of. Italian iron and 
steel exports. 

Some individual firms would also be severely affected by a stop 
on the pipeline. West German manufacturing companies would be the 
primary recipients of Soviet orders for the project, which could help 
alleviate current unemployment problems in particular regions of the 
country. Most of the jobs stemming from exports for the pipeline 
would be concentrated in the steel and manufacturing sectors, which 
have been hard hit by slack domestic and foreign demand. 

A.E.G. (German General Electric) recently announced that the 
pipeline contracts would assure 20,000 to 25,000 jobs over the next 
two years. 
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Soviet orders for steel pipe will account for more than one­
half the outlays for the pipeline. This project .could · substantially 
benefit Mannesmann AG, which has seen a seventy percent drop in .its 
production of large diameter steel pipe. A.E.G. Telefunken, the 
electrical giant, hopes to supply compressor stations, pumps, and 
other equipment. 

Japan could also benefit heavily, possibly obtaining large 
segments of the orders for pipelayers and steel pipe, amounting to 
perhaps $3 billion. 

Most U.S. policymakers see East-West trade as benefiting the 
Warsaw Pact countries more than the West. We thus see restrictions 
on trade as a long-term means of reducing Soviet economic growth and 
forcing a reduction in their defense expenditures that would, in 
turn, allow us to make similar reductions. We assume that we should 
be able to obtain European and Japanese cooperation in using trade 
sanctions as a foreign policy tool. · 

However, the use of such restrictions has never been clearly 
defined or employed by the U.S. in the context of a consistent, 
long-range strategy for dealing with the Soviet Union and Eastern 
Europe. Thus, given their much larger benefits from and dependencies 
on East-West trade, some U.S. Allies may be unwilling to accept our 
view that the East benefits more from the trade than does the West. 
They see East-West trade as "mutually beneficial" and tend to focus 
on its short-term economic benefits to them -- benefits that are 
more immediate and more tangible than those that might accrue over 
the long term from "economic warfare" restrictions on trade. 

Economic and Domestic Political Costs to the U.S. 
of Oil and Gas Controls 

A sustained, successful multilateral embargo of oil and gas 
equipment and technology would, in the long term, have a significant 
impact on Soviet energy production and exports. and would ultimately 
impair Soviet ability to import all commodities, including U.S. 
grain, with resultant potentially significant effects on U.S. agri­
cultural .exports. 

The direct, immediate effects of the imposition of oil and gas 
controls on U.S. exports would, however, be relatively minor in 
aggregate terms. U.S. exports of oil and gas equipment to the USSR 
ranged from about $20 million in 1972 to a peak of $150 million in 
1979. In 1980, by reason of Post~Afghanistan restrictions, exports 
of such equipment fell to about $50 million.. Most U. s. exports of 
oil and gas .equipment to the USSR are oil field equipment (well 
testing, drilling and completion equipment), pipelayers, and pres,;_ 
sure sensitive tape for wrapping pipe. Gas compressor units and 
parts were important exports in the mid-1970s, but sales fell to 
zero in recent years. 

SEGR[t 



· Firm projections for U.S. oil and gas equipment sales to 
the Soviet Union are impossible, but Commerce Department experts 
believe that under ideal circumstances, U.S. oil and gas equipment 
exports to the USSR for construction of the Siberian Pipeline 
could reach $200 million annually over the five-year construction 
period through 1987. ·However, they see exports of $125-150 million 
annually as more likely. 

This estimate assumes G.E. will supply the turbine cores for 
the gas compressors (about $225 million), that Caterpillar would 
supply at least half of the pipelayers (perhaps as many as 500 at 
about $225 million)· , and that other suppliers would provide equip­
ment ($150-200 million) for the pipeline or associated development 
projects. 

CIA analysts feel that sales of oil and gas equipment for other 
projects could easily double the total to $300-400 million annually 
if the Soviets purchase other U.S. equipments such as offshore drill­
ing rigs, submersible pumps, etc., which they badly need to sustain 
increases in their oil exploration and production. 

Although oil and gas equipment sales to the USSR would not be 
large in aggregate terms and would represent relatively minor por­
tions of oil and gas equipment industry exports, for individual 
firms ·sales to the Soviets might be quite significant. For example, 
a sale by Caterpillar Tractor for 200 pipelayers, valued close to 
$90 million, is regarded as a major business deal. 

Most oil and gas equipment suppliers are located in Texas and 
Oklaho~a. Suppliers of gas compressor units and turbine drive units 
for the compressors are located in New York, New Jersey, and South 
Carolina. Other states affected would include Illinois and, to a 
lesser extent, California. Major U.S. firms involved in oil/gas 
equipment exports to the USSR are listed in Table B-1. Foreign 
country supplier alternatives are shown in Table B-2. 

It is estimated that about 2400 job man years would result from 
each $100 million in oil and gas equipment exports. 

Your decision on a U.S. licensing policy on oil and gas equip­
ment is further complicated by three recent license applications 
that involve large dollar values of exports: a $90 million 
Caterpillar pipelayer deal; a $274 million International Harvester 
Company export; and a $200 million Fiat-Allis export license appli­
cation. 

The International Harvester Company license, approved on 
November 25, will permit the sale of agricultural grain harvester­
thresher technology to the USSR valued at $274 million, with 
delivery over the next five years. The $90 million Caterpillar 
pipelayer application, approved on December 9, will allow export 
of 200 pipelayers. 

The pending Fiat-Allis application would permit the Illinois 
Allis-Chalmers subsidiary of the Italian company to export $170 mil­
lion of parts kits that would allow Soviet assembly in the USSR of 



road building/strip mining equipment. The U.S. company would also 
receive a $30 million license fee and the prospect of another $200 
million of exports over the next five years. The value of the trans­
action to the Fiat-Allis parent company is $2 billion. 

Neither the already approved International Harvester nor the 
pending Fiat-Allis deal technically fall under the oil and gas 
controls policy guidelines. The recently approved pipelayer 
exports would be precluded by all of the options except IV and 
IVA. However, unless uniform treatment (reject all or approve 
all) is applied to applications for these kinds of transactions, 
public perceptions of U.S. policy may be confused and those denied 
licenses may complain of inequitable treatment. 



Company 

Baker World Trade 

Cameron Iron Works 

Dresser Industries 

Ferrostall Corp. 

Geospace 

GeoResources, Inc. 

Intertorg 

Lynes, Inc. 

McDermott Corp. 

Table B-1 

United States Companies Marketing 
Oil and Gas Equipment to the USSR 

Location 

Houston, TX 

Houston, TX 

Houston, TX 

Houston, TX 

Houston, TX 

Houston, TX 

Houston, TX 

Houston, TX 

Houston, TX 

Export 

Drilling, Production & Testing 

Drilling & Completion 

Well Logging Units 

Offshore Jacking & Aligning 

Geophones 

Geophones 

Well Logging Units 

Testing 

Launching Barges 

NL Industries, Inc. Houston, TX Drilling & Completion 

Totco Div. of Baker Co. Houston, TX Well Logging Units 

Otis Engineering Corp. Dallas, TX Testing & Completion 

Texas Instruments Dallas, TX Gravity Meters 

Raytheon Concord, MA Seismic Profiling Equipment 

Armco Internat'l, Inc. New York, NY Drilling 

General Electric Co. Schenectady, NY Turbine Drive Units 

Dresser Clark Olean, NY Compressor Units 

Ingersoll Rand Philipsburg, NJ Compressor Units 

Geometrics Div. of EG&G Sunnyvale, CA Magnetometers 

Varco Disc. Orange, CA Drilling 

Cooper Manuf. Corp. Tulsa, OK Workover Rig 

Mertz, Inc. · Tulsa, OK Geophysical Vibrators 

Ca.terpillar Overseas Peoria, IL Pipelayers 

EDO Western Salt Lake City, UT Geophones, Seismic Equipment 
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EQUIPMENT 

Country 

nited States X 

·nited 
'.ingdom 

apan X 

'ranee 

:taly 

~ederal 
lepublic 
)f Germany X 

Table B-2 

Foreign Availability of Oil and Gas Equipment 
Necessary for Pipeline Distributiort System 

Valves/ 
Regulators 

X* 

X 

X 

X 

X 

X 

Gas 
Turbines 

X 

X 

X** 

X** 

X** 

X** 

Electronic 
Controls 

X* 

X 

X 

X 

Arctic 
Construction Pipe­
Technology · Layers 

X X 

X 

Off Road Test 
Trucks Equipment 

X+ X* 

X X 

X X 

* U.S. has edge in Winterizing of this equipment. 

**Licensees of U.S. firms. 

+U.S. most rugged. 
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Possible Allied Responses to US Strategy on the Yamal Pipeline 
(Prepared- by CIA) 

A policy of seeking COCOM cooperation to stop the. Siberian 
pipeline would probably have a low yield and a high cost. The 
Allies have already decided that the project is in their interest 
and will not voluntarily halt their participation. In the 
irrmediate term, US attempts to force a stop to the project are 
lik~ly to jeopardize the current US initiative to broaden and 
strengthen COCOM export controls in a number of mi ·litary-related 
industrial sectors. In addition, the West Europeans view the 

E O 1295f. roject as strictly their own affair and resent US interference; 
~ ~ endec!i S pr ~ s s u r e t h u s co u 1 d po s e ma j o r r i s k s f o r US -A 1 1 i e d 

lee. 1,4S- relat1ons.-. 

COCOM may not in any case be the best vehicle for applying 
US pressure. The US is no longer able to exert a significant 
amount of influence or control within COCOM because Western 
Europe and Japan, as well as several non-COCOM members such as 
Austria, Switzerland, and Swed'en, either possess equivalent 
technology or are ahead_ in a number of the latest technologies 
that COCOM attempts to deny the Corrrnuhist countries. Although 
reasonably successful, the recent US experience in attempting to 
strengthen COCX)M controls in the aftermath of the Soviet invasion 
of Afghanistan illustrates how difficult it has become for one 
country to force its way in the COCOM: forum~ Oil and gas 
equipment . technology is not currently subject to COCOM embargo, 
and our Allies would resist strongly placing such items on the 
COCXlvI list on strategic grounds. However, because some advanced 
technology components involved in the pipeline may be subject to 
COCOM ex c e p t i on not e s , t he US co u 1 d a t 1 ea s t r a i s e t he i s s u e a s E O 12958 one of concern within present C0C0M procedures. - ~~nded 

Even outside COCOM, persuasion has failed with the West Sec. /, f c' 
Europeans and Japanese because -- despite US arguments -- they 
see aiding the Soviets in energy production as a positive 
contribution to the global ·economy. They also are convinced they 
will derive a formidable list of economic and- political benefits 
from the pipeline project , including: 

o Near-term export earnings for industries supplying 
materials for the pipeline and a stream of future 
exports financed by Soviet gas sales. 

o The chance to use another country's. energy resources, 
thus saving domestic resources for later consumption. 

E. 0. 12958 
o The project's contribution to improved East-West AsAmended 

relations generally. - Sec. J1 l(:c 

Convincing the Allies to halt pipeline-related equipment and 
technology ~ales would require several carrots or sticks, or some 
combination of the two. These incentives could be used directly 
or indirectly. In other words, the potential benefits to the 
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major Allies outlined above must be attacked or offset direct!~, 
or an indirect cost must be imposed that is perceived to be E.U.12958 
greater than the potential benefits. - ~~el/~d 

It is very late in the game to attack West European and 
Japanese perceptions directly. 

o The West Europeans have not found credible US 
suggestions .concerning other energy sources such . as 
US co a 1 , he 1 p in nu c 1 ear cons t'r u ct i on , or as s i s tan c e 
in developing ·alternative sources of gas such as 
Algeria, Nigeria, or the North Sea. 

o No substitute project appears on the imnediate 
horizon that could provide the employment and 
earnings offered by the Soviet deal. 

o Most West Europeans are convinced they will need the 
gas, and they view with suspicion any US forecasts 
indicating otherwise. 

o The West Europeans and Japanese would perceive a 
restrictive US pipeline policy as a potential threat 
to all East-West trade, rather than a threat "only" 
to energy-related trade. Moreover, backing out of 
the pipeline deal after preliminary _agreements have 
been reached wou 1 d be viewed by the Al 1 i es as a E. 0. 12958 
breach of 'faith on their part that would threaten AsAmended 
other corrmercial r·elat ions. • &ec. /, 'le. 

It would at least theoretically be possible to make benefits 
available to the Allies that offset many of those they think 
would derive from the pipeline. But alternatives would be 
extremely costly, e.g., providing them with comnensurate export 
earnings, or giving them guarantees in regard to energy supply 
that would be credible enough to offset their perception of 
Soviet reliability. Moreover, some . of the motives for their 
comnitment -- desire to encourage Soviet energy production and to 
broaden East-West relations, for example -- are almost impossible 
to counter. - E.0.12958 

AsAmended 
Washington could warn that US trade relations with both &ec. /,'fc._ 

Japan and Western Europe would be harmed seriously if the 
pipeline sales are concluded. For example, a tighter trigger 
price mechanism on steel or a tougher stance toward EC 
agricultural comnodities such as sugar . could be adopted. Other 
pressures could include non-tariff measures such as stricter 
labeling standards or increases in excise taxes on alcoholic 
beverages. The US might also limit sales of particular goods to 
the Allies, although such measures would have only a minor impact 
since alternatives to most US goods exist. More important, trade 
actions along these lines would be interpreted as first salvos in 
a full-fledged economic war and would almost certainly result in 
retaliation. As the US currently runs a sizable trade surplus 



with Western Europe -- to the 
year -- the US probably would 

tune of around $25 billion last 
be the ultimate loser in economic 

terms. - E. 0. 12958 
AsAmended 

In the area of finance, the US could of fer to reduce i tS§c. /, 'le. 
interest rates -- a major irritant in current economic relations 
with the Allies. The West Europeans and Japanese would probably 
view the promise as either impossible to keep or something the US 
should do regardless of Allied decisions on the Soviet gas 
deal. The US also might threaten to tighten controls on US 
banking subsidiaries overseas or on foreign investment in the 
US. This would upset West European and Japanese capital markets 
but would be unlikely to force the Allies to renege on the 
pipeline deal. In addition, the Allies would view such a move as 
self-defeating as it could punish US banks and the dollar 
than it would hurt the Allies. -

more 
E. O. 12958 
~Amended! 

Sec. /, 't C. Another potential area for US action is in the 
military/strategic field. The US could refuse to pay for 
stationing US troops in Western Europe, particularly in West 
Germany, and threaten to withdraw these troops if funds were not 
forthcoming from the West Europeans. Such a move would of course 
greatly aggravate the West Europeans 1 current concerns over 
whether they could count on the US if war broke out in Europe, 
and it would make NATO cooperation even more difficult. A 
significant positive incentive would be a US offer to make the 
11 two-way street 11 in government military contracts wider and allow 
more traffic on it. A negative incentive would be US cutbacks in 
military technology sharing or co-production agreements such a b 

12958 jet engines for Sweden or tactical systems for the UK and k~ended 
Japan. - ~ ....... /. ,,~ ~- , -,- C. 

From an individual country point of view, the United Kingdom 
would stand to lose the least if exports of pipeline-related 
equipment were blocked. The British enjoy net energy self­
sufficiency, and they will be 'buying none of the Soviet gas. On 
the other hand, British agreement to US strategic export 
def 'initions would have little impact on the other major West 
Europeans, all of whom are more involved in the pipeline project 
and whose stake in East-West trade generally is much greater. 
Moreover, Rolls Royce is the orily major producer of pipeline 
compressors that does not rely on US technology. If the US 
refuses to license pipeline-related exports and is able to 
prevent foreign licensees from selling the equipment, London and 
Rolls Royce have indicated their willingness to fill the vacuum 
-- an action consistent with Britain 1 s present economic E.0.12958 
problems. - · As Amended 

Sec. /. 'le 
West Germany 1 s corrrnitment to the pipeline project -- and to 

"Ostpolitik 11 generally -- is firm and Bonn views the two as 
closely linked. Although West Germany 1 s future gas needs are not 
as pressing as those of Fr~nce or Italy, the project for Bonn has 
become an important symbol of the benefits of East-West economic 
cooperation. Cancellation of the pipeline deal thus would be 



seen as a severe blow to Ostpolitik and would undermine Bonn's 
fundamental national policy -- reconciliation with East 
Germany. Because the US is perceived to endorse this 
reconciliation, US action against the pipeline would be seen as a 
betrayal of German interests. Given the current political 
climate in West Germany, no government in Bonn could survive if 
it gave in to US pressure. Even if the more conservative 
opposition came t.o power, it would defend West German interests E. O. J.2958 
in s imi 1 ar terms. - . As Amended 

Sec._: I. Ye 
French President Mitterrand is more cautious toward the · 

Soviet relationship than was his predecessor, and Paris currently 
appears more willing to consider the strategic implications of 
the gas deal than is Bonn, Rome, or perhaps even London. Paris 
argues, however, that France needs the gas and that allowances 
have already been made to reduce the potential for Soviet 
leverage. The amount of gas to be purchased has been reduced, 
increased storage capacity is planned, interruptable contracts 
for industry will be used, and residential consumption will not 
be encouraged. The French also point out that their only 
irrmediate alternative supplier is Algeria, and it's cut-off of 
gas exports last year, plus current price disputes, indicate that 
the USSR is a better -- and safer -- bet. In addition, although 
Mitterrand's East-West views appear close to Washington's, the • 
French president cannot appear to be giving in to US pressure.AsE.0.12958 

-

Amended 
.. _ /, 'le.. 

The Italians, although apparently further along in . the 
pipeline negotiations than the other West Europeans, might be 
more vulnerable to US pressure. A US corrrnitment to grant the 
Italians more nearly equal status in ''Western power" 
deliberations would go a long way toward persuading Rome --
provided that the Italians saw no chance of other West Europeans 
snapping up any deal turned down by Rome. Italy's decision would 
have litt~act, however, on the decisions of France or Wes t - 0.12958 
Germany. - AsAmended 

Sec._L. S(c.. 
Japan, in response to a perception that ·the US has begun to 

ease up on Afghanistan-rel·ated sanctions, has been edging 
recently toward a new dialogue with Moscow. The Japanese believe 
that increased interdependence contributes to the stability of 
Tokyo's relations with Moscow; they would not voluntarily abandon 
a cooperative approach except as part of a unified Western 
response to a crisis in East-West relations. Even in a crisis, 
Tokyo would be likely to follow suit only if the leading West 
European allies, particularly West Germany, agreed to tight new 
sanctions. The cost of buying Japanese cooperation if West 
Germany did not go along would be extremely high. To placate the 
business corrrnunity, Tokyo would surely argue for future access to 
Alaskan oil if it were forced to deal itself out of the pipeline 
or to cut back on other joint energy development projects in the 
USSR. The US has a growing trade deficit with Japan and could 
use Japanese reliance on the US market as a lever. Any move to 
tie the trade issue to East-West relations, however, would run a 
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very high risk of undoing what progress Washington has made in 
opening Japan's market to US goods and encouraging the Japanesle o. 12958 
to i n c r ea s e t he i r de fens e e f for t s • - As Amended 

- Sec. '- Ye:.. 
It is therefore our judgment that persuading the Allies to 

halt the pipeline project could be accomplished only at great 
cost. In fact, the political and strategic 'impact of applying 
the sticks to achieve US goals could be profound. COCOM almost 
certainly would be undermined and might collapse. The very 
informality of COCOlVI makes it both a flexible and a fragile 
organization. The unanimity rule allows each member to protect 
its own interests but also can prevent action. The other COCOM 
members already view the US as too restrictive and will resist 
further US moves to tighten the COCOM embargo at the upcoming 
high-level COCOM Ministers Conference tentatively scheduled for 
November 1981. A perception of US heavy-handedness in COCOM 
could shatter the consensus that holds COCOM together. Beyond 
COCX>M, there is a good chance that NATO and Western cooperatio~ 0 , 
generally would be seriously threatened. - As·Am· 12958 

ended 
Any pressures applied by the US would have a much great ~'F· /,</<;,; 

chance of success if the West Europeans saw total, unwavering 
corrmitment on Washington's part. For example, in West European 
eyes, US opposition to the pipeline deal currently appears self­
serving and inconsistent. US decisions to lift the grain embargo 
and to approve the Caterpillar pipe-laying equipment contract 
have contributed to this view. We believe a successful campaign 
would necessarily involve at least the appearance of shared 
sacrifice. For the West Europeans, the clearest example of US 
sacrifice would be a firm US embargo on grain exports to the USSR 
as well as sales of energy equipment and technology. We would 
emphasize, however, that such measures might not succeed and that 
the West Europeans would be sorely tempted in any event to fill 
the void created by a US embargo on exports to the Soviet 
Union. -
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POLICY OPTIONS PAPER 

Controls on Export to the USSR of Oil 
and Gas Equipment and Technology 

(Prepared by State for July NSC Meetings) 

Issue: What policy should the United States adopt on control­
ling oil and gas equipment and technology exports to the Soviet 
Union? Should the United States treat Soviet oil and gas 
development and exports to Western Europe as a national security 
concern? 

Approach: The Administration's decision on this issue should 
take into account: 

the extent to which we wish to impede Soviet 
energy development exports; 

the political costs vis-a-vis our Allies we 
are willing to pay in pursuit of this policy; 
and, 

the extent to which we wish to control export 
of technology. 

In order to make those options that restrict energy exchange 
with the Soviet Union both effective and equitable, the U.S. 
should present a substantial incentives package, which will 
contribute to Allied energy security. Such a package should 
aim at increasing Alliance access to additio_nal sources of 
energy and at furthering sustained Alliance cooperation on 
energy security concerns. 

Attachment 

Statement of Pros and Cons 
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Statement of Pros and Cons 

Option I 

The U.S. will actively impede Soviet. oil and gas production 
and export projects. The U.S. will impose national security 
controls on, and deny export licenses for, all oil and gas 
equipment and technology . We will use our available leverage 
to pressure our Allies and friends to adopt similarly restric­
tive measures. 

Pro: 

(a) Hinders development of a strategically significant 
industry which is a key component of the Soviet's military­
industrial base. Insofar as oil and gas production is an 
instrument of Soviet domestic and foreign policy, we should 
actively impede the Soviets' economic strength, political 
influence and military potential. 

(b) Diminishes Soviet ability to earn hard currency 
through energy exports to the West. Frustrates the Soviets' 
professed aim to acquire Western technology. Promotes 
increased competition between the military and civilian 
sectors. 

(c) Discourages European dependence on Soviet natural 
gas, thereby avoiding a potential weakening of NATO Alliance 
cohesion. 

Con: 

(a) Experts disagree on whether, without Allied coopera­
tion, an embargo would have a significant effect on Soviet 
energy production, and on Soviet ability to pursue major export 
projects including the Siberian Pipeline. 

(b) Would strain U.S. and Allied relations. Europeans 
would view U.S. action as insensitive to their economic and 
energy needs. This would contribute to a long-term Soviet 
objective of driving a wedge between the U.S. and our NATO 
Allies and Japan. 

(c) Hindering Soviet energy development could prompt 
further Soviet adventurism or efforts to increase their 
influence in the Middle East. 

DECLASSIFIED/ RELEASED 
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Option II 

The U.S. will attempt to impede Soviet oil and gas production 
and export projects. Recognizing that our Allies and friends 
may not follow suit without unacceptably high political costs, 
we will use less leverage than in Option I. We would consider, 
after consultations with our Allies, adopting a multilateral 
approach less restrictive than implied in Option I. Until this 
is worked out, the U.S. will deny export licenses for technology 
and equipment. 

Pro: 

Retains the basic benefits of Option I, but is more 
flexible and thereby avoids straining relations with 
Allies. 

Con: 

Contains same drawbacks as Option I, but additionally 
may indicate less U.S. resolve to limit Soviet energy 
developments. 

Option III 

The U.S. is most concerned about major Soviet projects 
which contribute to Soviet .production capability and our 
Allies' vulnerability to Soviet energy leverage (e.g., 
West Siberian Pipeline). The U.S. will make a major effort 
with other countries to restrict exports of equipment and 
technology for such projects. Until this is worked out the 
U.S. will deny all technology and end-use equipment exports 
for major projects while approving end use equipment exports 
not for major projects. 

Pro: 

(a) Would focus U.S. leverage on major p~ojects. 

(b) More likely to be accepted by Allies because it 
is more closely related to Western security concerns. 

(c) Offers commercial benefits to U.S. and Allied 
exporters in areas not of major security concerns. 

Con: 

(a) Difficult to identify discrete major projects or 
to prevent diversion of mobile oil/gas equipment. Oppor­
tunities for leverage may therefore be limited to those 
items which are essentially stationary, such as pipe, 
wellhead assemblies, down hole equipment, and compressors. 

-&EC-RE+-



(b) Effectiveness would be limited unless Allies 
agree to restrict comparable sales of technology and equip­
ment to the Soviets. To the extent Allies fail to cooperate, 
compromises Western security. 

(c) Denies possibility to U.S. companies of partici­
pating in major Soviet oil and gas related trade oppor­
tunities. 

Option IV 

Rather than attempting to impede oil and gas production and 
exports, our goal will be to deny exports of technology 
that allow the Soviets to replicate advanced Western equip­
ment; this technology would give them an independent 
capability to improve oil and gas output and infrastructure. 
The U.S. will approve exports of end use equipment. 

Pro: 

(a) Hinders Soviet energy independence by impeding their 
efforts to develop technological capabilities. Denying cer­
tain critical equipment and expertise in conjunction with our 
Allies could also retard Soviet oil/gas production, distribution 
and exports. 

(b) Reduces possibility of confrontation with Allies. 
Would permit continued European purchases of Soviet energy 
which acts as a hedge against dependence on Middle Eastern 
oil and gas from less reliable suppliers. 

(c) Encourages some Soviet dependence on imports of U.S. 
equipment and contributes positively to the U.S. balance of 
payments. 

Con: 

(a) Increases European reliance on Soviet energy, which, 
regardless of any safety net, could to some extent make our 
Allies more vulnerable to Soviet pressure. 

(b) To some extent, supports inefficient Soviet civilian 
sector by g1.v1.ng USSR access_ to equipment it chooses not to 
develop, thereby perhaps facilitating resource allocation to 
the military. 

(c) Prevents U.S. companies from competing for some Soviet 
oil and gas related trade opportunities, and creates incentives 
for the Soviets to seek U.S. imports. 
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November 23, 1981 

Subject: Controls on Exports to the USSR of Oil and Gas 
Equipment and Technology 

Introduction 

Following the October 16 NSC meeting, State led an 
interagency effort to provide the President with more 
information and analysis on this issue. We could not 
agree on how to present this issue to the President, and 
other agencies are submitting separate papers. 

This paper presents the State Department's analysis and 
recommendations. As discussed more fully below, it proposes 
that the President select a toughened Option IV. Under this 
option the U.S. would embargo all oil and gas technology, 
and would embargo equipment in those cases when that would 
serve our foreign policy interests and hurt the Soviets more 
than it hurts us. We specifically propose to withhold 
approval of exports of submersible pumps used in oil production, 
and to seek Allied support in restricting this item. 

Objective 

We are agreed that where feasible and consistent with 
our overall stategic relationship with the USSR, it would be 
desirable to impede Soviet energy development and to prevent 
the excessive dependence of our European allies on Soviet 
energy exports. Such a policy would ensure that the cost of 
Soviet energy development is more fully borne by the Soviet 
Union. To adequately develop their energy potential, the 
soviets would need to reallocate resources from other 
sectors of their economy, including possibly the military. 
To be effective, however, this policy should identify 
practical steps which would impose higher costs on the USSR 
than on ourselves and our allies. 

Current Policy 

The Carter Administration established foreign policy 
controls on exports of oil and gas exploration and production 
equipment and technology in 1978. In early 1980, the Carter 
Administration tightened its guidelines for granting export 
licenses as part of our response to the Soviet invasion of 
Afghanistan. The 1980 licensing policy, currently in force, 
directs officials to deny exports of technology for the 
manufacture of oil and gas equipment, and to approve exports 
of other oil and gas technologies and end-use equipment that 
are not subject to multilateral COCOM controls. 

MGR,E!l2 
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Need for a Policy Decision 

We need to tighten the current licensing policy 
to reflect more accurately the Administration's objectives 
and to inform U.S. business and our European allies of our 
intentions. License applications for several highly visible 
prospective sales to the USSR, such as Caterpillar pipelayers, 
are pending. Furthermore, several European nations are on 
the verge of completing negotiations with the Soviets for a 
major pipeline project that would transport natural gas from 
Siberia to West European markets. The Europeans plan to use 
GE technology and components in building the compressors to 
power that pipeline. 

Options for Changing Current Policy 

----Al though there is broad agreement that we should 
toughen the current policy, agencies disagree on: 

(1) whether we should embargo all equipment and 
technology, or concentrate on those goods and 
know-how where the U.S. has the greatest leverage~ 
and, 

(2) whether controls should be based on security or 
foreign policy grounds. 

Four policy options were presented in an early-September 
NSC memorandum. Under Options I and II we would embargo all 
oil and gas equipment and technology. Option III would seek 
to restrict all equipment and technology destined for major 
Soviet energy projects. Option IV focuses on technology 
and equipment where the U.S. has significant leverage. 

Options I and II would place oil and gas equipment 
and technology under national security controls. Options 
III and IV would maintain the foreign policy rationale for 
our export controls. Foreign policy controls are renewed 
yearly, and provide a flexible tool that can be applied 
selectively when the U.S. has specific leverage. National 
security controls, on the other hand, are more permanent, 
cover commodities with military applications, and give 
the Secretary of Defense a veto over export licenses. 

Analysis of the Options 

Careful assessments of Soviet energy development require­
ments by the CIA and others have demonstrated that nearly 
all of the equipment we could control is already available 
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from other suppliers, or could be rapidly developed. The 
attitude, interests, and policies of Europe and Japan are 
critical to the success of any policy aimed at hindering 
Soviet energy. Our allies are unlikely to support restrictions 
on exports of all oil and gas equipment. Besides being 
principal suppliers of energy equipment and technology to 
the USSR, the Europeans are also leading purchasers of 
Soviet oil and gas. They see Soviet gas supplies as alterna­
tives to heavy dependence on unstable Middle Eastern and 
African sources, and they are confident of their ability to 
deal with possible supply interruptions. Despite high level 
U.S. concerns, the West Siberi~n gas pipeline project 
appears destined to move ahead. 

In this context, the five European pipeline participants 
certainly will oppose export controls, such as those proposed 
under Options I, II and III, that would interfere with the 
pipeline project. From their point of view the gas is 
needed, there are no better alternatives to Soviet gas, and 
considerable economic benefits will flow to depressed 
regions and industries from equipment sales for the pipeline. 
Europeans believe Soviet gas will allow them to shut-in or 
stretch-out indigenous gas resources. They would encourage 
their industries to replace any pipeline-related equipment 
embargoed by the U.S. 

In our consultations on the pipeline we have pressed 
the Europeans to develop an expensive set of emergency 
preparedness measures for dealing with gas supply interrup­
tions. The Europeans could be persuaded to work with us to 
develop a more effective "safety net," which would substan­
tially reduce their vulnerability to Soviet energy leverage. 
If we attack the pipeline through our export licensing 
policy, we will jeopardize our efforts to influence European 

, energy security planning. 

Cooperation on controls on oil and gas equipment not 
related to the pipeline would also be highly difficult. 
European leaders believe it is desirable to expand global 
energy supplies wherever possible and would see such controls 
as a measure of "economic warfare" that would exacerbate 
their unemployment, which in many European countries is 
already at levels not reached since the Great Depression. 

Proponents of Options I and II recognize that it would 
not pe easy to get the European and Japanese cooperation 
required to make export controls effective. They believe, 
however, that committed and consistent use of U.S. pressure 
on the allies could induce them to cooperate, and that, 
given the threat to alliance cohesion posed by European 
dependence on Soviet energy, we must make the effort. 

SECRET 
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But proponents of Options I and II have never defined 
what instruments of leverage they would use to secure allied 
support, nor have they estimated the impact that such a 
policy would have on other important U.S. security and 
foreign policy objectives. It seems to us, therefore, that 
the U.S. should avoid starting down such a road without a 
clear picture of the leverage we have and the effect on the 
Alliance of using each pressure on our partners. We need to 
keep in mind that at this time we are also pressing the 
Europeans: 

to follow through with TNF basing; 

to increase their military budgets; 

to agree to much broader COCOM controls; 

to participate in a multinational force in the Sinai; 

to make changes in their Common Agricultural 
Policy; 

to reduce subsidies on steel; and, 

to develop a more effective "safety net" for 
dealing with gas supply interruptions. 

Given the importance of energy trade and equipment 
sales to the Europeans, and given the current political 
atmosphere, we believe that if coercive leverage were 
attempted, it would overload u.s.-European political circuits 
and fail. 

Failure to achieve multilateral support for an embargo 
on oil and gas equipment would leave us with unilateral 
controls. But for most items of equipment, -U.S. unilateral 
leverage appears to be limited, although less so in the 
case of oil than for gas. 

In gas, the basic items required for Soviet development 
compressors, pipe, gas treatment equipment, pipelayers, 

etc. -- are readily available from other allied countries. 
Unilateral U.S. controls would not delay Soviet gas develop­
ment plans. Some European equipment suppliers utilize u.s. 
technology under license from U.S. firms and incorporate 
U.S. manufactured components in their products. The most 
significant case is turbines for the pipeline gas compressors. 
Since these compressors heretofore have not been controlled 
for export to the USSR, present U.S. regulations do not 
require U.S. authorization for the foreign firms to export 
to the USSR this product of U.S. technology. 

·SECRET 
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In oil, unilateral U.S. controls could, in the short 
term, impede Soviet production and discoveries. Compared to 
a no-control scenario, unilateral U.S. controls on equipment 
and technology could, according to the CIA, reduce Soviet 
oil production in 1985 by an estimated 250,000 to 350,000 
barrels a day (b/d), or 2 to 3 percent of unimpeded Soviet oil 
production. Of this amount, 200,000 to 300,000 b/d would be 
due solely to equipment export restrictions on high capacity 
submersible pumps. Without these pumps, the Soviets could 
not maintain production in developed fields. 

Over the longer term, however, equipment restrictions 
would be offset as foreign suppliers develop the capacity to 
produce equipment controlled by the U.S. Technology 
controls, however, would have a more significant long term 
impact at lower economic cost to the U.S. Assuming no 
radical change in Soviet technology advance, instituting 
across the board unilateral controls on technology might 
reduce Soviet oil production in 1990 by roughly 6 percent, 
with drilling technolgy controls responsible for much of 
this impact. 

State Department Position 

The State Department has concluded that a toughened 
Option IV is the best basis for U.S. policy. We propose to 
toughen this option as follows: 

Original Option IV 

1) embargo technology 
that allows the Soviet 
to replicate advanced 
Western equipment 

2) presume approval of 
equipment exports 

3) staff level review of 
equipment exports 

4) technology controls 
remain unilateral 

5) no specific proposals 
for equipment denial 

State's Tougher Option IV 

1) embargo all technology 

2) embargo equipment exports 
when this would hurt the 
Soviets more than the U.S., 
i.e. when it would be effective 

3) senior level review of 
equipment exports, with an 
immediateeffort to identify 
equipment areas where the 
West has leverage 

4) seek European and Japanese 
support 

5) withhold approval of 
licenses for submersible 
pumps and other equipment 
that the Soviets can 
acquire only from the U.S. 
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Options I and II will not work. These options would 
penalize U.S. exporters, lead to serious (and public) rifts 
with our allies, and, compared to Option IV, produce no 
additional costs to the Soviet economy. 

Option III, an embargo of equipment for "major projects", 
is not a sufficiently defined policy. The energy sector is 
a seemless web. Much energy equipment is movable and all 
equipment is fungible. It is virtually impossible, therefore, 
to effectively quarantine a specific project. Furthermore, 
given European determination to go ahead with the gas 
pipeline and long-term Japanese-Soviet cooperation in the 
development of oil resources near Sakhalin, this policy 
would be seen as directly and solely aimed at the interests 
of our allies. 

The pending decision on oil and gas export control 
policy has crucial implications for East-West as well as 
Alliance politics. The Department of State believes that 
Option IV offers a reasonable prospect of imposing substantial 
costs on the USSR while minimizing costs to the U.S. and new 
Alliance rifts. In contrast, Options I and II, by pushing a 
policy sure to result in a categorical rebuff by our allies, 
will repeat the mistakes of the grain embargo and the 
Olympic boycott, making the U.S. look weak even while 
advocating a tough position. 

' -· ' f 

t. Paul Bremer, III 
Executive Secretary 
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Background 
·'I-- • 

On December 8 you advised Congressional leaders of your intention 
to license the sale of 200 Caterpillar Company Pipelayers to the 
Soviet Union. This decision has been announced by the Commerce 
Department. You have not yet, however, made a decision on the 
general policy to be applied to exports of other items of oil 
and gas equipment and technology. 

Issue Requiring Decision 

The issue requiring your decision has two components: first, 
setting our basic policy concerning licensing of U.S. exports 
of oil and gas equipment and technology to the Soviet Union; 
second, determining whether we will seek similar restrictive 
licensing actions by our Allies. This decision will shape an 
important part of our policy on the broader issue of the transfer 
of Western and U.S. technology to the Soviet Union. 

An early decision is required: 

o To guide renewal or revision of existing foreign 
policy controls on oil and gas equipment and 
technology which, without our action, will expire 
on December 31. 

o To complete our strategy concerning the Siberian 
Pipeline. Since the Siberian Pipeline would be the 
major consumer of the items that would be restricted 
by oil and gas controls, your decision will set our 
basic strategy and tactics on further dealings with 
our Allies on this issue. 

o To complete our negotiating position for December/ 
January meetings with our allies at which we will 
propose strengthening of controls by the 17-nation 
Committee for Multilateral Export Controls (COCOM). 

o To deal with day-to-day licensing problems. 

Your decision will have important effects, both immediate and 
long-term, on our. trade and political relations with the Soviet 
Union, on relations with our Allies, and on domestic and 
international perceptions of your overall strategy. 

Prior NSC Consideration 

The issue of controls on exports to the USSR of oil and gas 
equipment and technology has been discussed in three NSC 
meetings, initially on July 6 and most recently on October 16. 

-S·Ee RET'" 
Review on December 11, 



The meetings have revealed sharp disagreement among the 
participants and the issue remains unresolved. 

Following the October 16 meeting, the NSC staff prepared a 
paper that provides a comprehensive overview of the issue and 
responds to several pertinent questions you had raised during 
the NSC meetings. 

Drawing on CIA analyses, it objectively analyzes four policy 
options discussed at the NSC meetings, a new State option, and 
an additional alternative. The paper makes no recommendations, 
but includes a recently forwarded State Department advocacy 
statement. 

RECOMMENDATION 

Your decision is urgently required to deal with a host of export 
control and related issues. However, because of the complexity 
of this issue and the sharp division of views, another NSC 
meeting is unlikely to be useful at this time. Accordingly, a 
review of the paper that has been prepared may be the most 
effective way of reaching or moving toward a decision on this 
matter. Should your review raise further questions, we will 
be pleased to obtain the answers. 

2 
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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

Syst~r 
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ACTION November 27, 1981 

MEMORANDUM FOR 

FROM: 

RICHARD V. ALLEN 

ALLEN J. LENZ Cl~~ 
Presidential Decision 

E.n.:.vLASSIFIED / Al:Lc..,,h::u::L) 

NLS 11!':.'S'J w l(t 

SUBJECT: on Oi 1..tc.as A-n,_/ , : 
1ST ~ NARA, DATE /4gfP:U.1,¥ 

Attached, per your request, is a set of papers which I believe 
will allow the President to make an informed decision on the oil/ 
gas issue, You will want to consider the following in forwarding 
it to the President: 

0 Weinberger has decided not to oppose the IH harvester ) / . 
thresher technology sale. Commerce is preparing a V 
press release~ I have suggested that it may be 
useful to advise our Allies before the announcement here, 
which appears to me to have no urgency. 

o The package includes the State memo transmitted on a ✓ 
Bremer to Allen memo on November 25. 

The State submission an advocacy piece is infinitely 
better than their earlier drafts and is useful. 
However, while there is some overlap between the NSC and 
State papers, our broader paper is still essential to 
answer the questions the President has raised. 

o There is no DOD paper. There has been more than ample 
opportunity for them to submit one . . I see no reason to 
further await or solicit a DOD paper. 

o You will want to carefully review the first para-

SECRE!.l?-

graph of page 2 of your memo to the President, which 
suggests he may want to focus his analysis on Option 
IV, the new State revision of Option IV, and the NSC 
Staff added Option V. All of us on the staff who have 
worked on this issue (Pipes, Rentschler, Blair, Stearman, 
Nau, Myer, Shoemaker, Bailey and me) feel that, at this 
stage of the game, Options I through III are not 
viable and that the choice must be among IV, IV-A 
and V. If you agree, I believe you will make the 
President's job easier and add to your own credibility 
on this issue by so stating in your memo to him. 

Review on November 27, 1987 
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Dick Pipes would prefer Option V, but allows that 
he could "live with" IV-A. 

If the President does reach a decision based on this 
paper, he will want to think about how he will tell 
the victorious and defeated protagonists (preferably 
in private sessions) and we will want to carefully 
think through the decision directiv& and any public 
statements that are to be made. 

RECOMMENDATION 

That you sign the memo to the President at Tab i. 

Approve Disapprove 

Attachments 

Tab i 
Tab I 
Tab II 

Tab III 

-&Elelliff 

Memo to the President 
Option Selection Paper 
NSC Prepared Paper 
A Impact of COCOM and US Embargoes of Petroleum 

Equipment and Exports (Prepared by CIA) 
B Political and Economic Costs of Allied and 

U.S. Oil and Gas Controls (Prepared by NSC Staff} 
C Possible Allied Responses to U.S. Strategy on 

the Yarnal Pipeline (Prepared by CIA) 
D Policy Options Paper (Prepared by State for 

, July NSC Meetings) 
State Prepared Paper 
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ACTION 

MEMORANDUM FOR RICHARD V. ALLEN 

FROM: ALLEN J. LENZ ,~ 

SUBJECT: Next Steps on NSC Consideration of Oil/Gas Issue 

You will recall that the October 16 NSC meeting closed with 
Ed Meese indicating that he wanted the oil/gas issue placed on 
the agenda again as soon as practical. In response to the 
request, Admiral Nance has tentatively scheduled the item for 
consideration again on Tuesday, October 28. 

As I advised you earlier, following the October 16 event, Haig 
tasked Rashish with reconvening the SIG to discuss ways to move 
forward on this issue. The group met today, with predictable 
results. After 75 minutes, participants left with the impres­
sion that a paper is to be produced by the group under State 
leadership for the Tuesday meeting, albeit without any clear 
idea of who is to do what. In fact, of course, it is hopeless 
to expect the agencies, with their widely divergent views on 
what should be done, to produce an agreed upon paper (or even 
one with noted dissents) in five days when they could not produce 
one in four months. 

The following are my recommendations on how to handle this issue: 

o No useful purpose will be served by another NSC meeting 
on this topic, at least until after the President has 
had an opportunity to digest a well_.prepared paper that 
answers, to the best of our ability, the questions he 
has posed (my summary of the questions he has posed is 
at Tab I). Even after such a paper, a further NSC meet­
ing may not be desirable, but further questions might be 
better resolved by other than a group meeting. 

o The interagency process is not capable of producing 
the requisite paper in time for a meeting next week or, 
indeed, in time for a meeting anytime in the foreseeable 
future. 

Review October 20, 1987 

BY 
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o This appears to me to be a time when the NSC Staff should 
step into the breach and prepare the required paper, draw­
ing on agency resources as required, but unilaterally 
authoriing and taking responsibility for, the product. 

o I believe we can prepare a paper that answers many of 
the President's questions, but not all of them. Larry 
Brady has already done some work that will be very 
helpful. However, a well-organized paper will take 
some time. A week of preparation time will give a 
better product than three or four days. Again, however, 
I suggest no meeting, at least until the President has 
had time toread and. digest the paper, which will not be 
reruns of material, but. will necessarily be more than a 
few pages. I believe he has reached the point where he 
will willingly take on quite a few pages to make him 
comfortable with making a decision on this contentious 
matter. 

o I believe I can write a balanced paper (probably. more so 
than you might prefer). However, no paper can satisfy 
all of the agencies as representing a balanced presenta­
tion. This raises the question of whether you would make 
an NSC authorized paper available to them. Your alterna­
tives include the following: 

No circulation of the paper to the agencies, either 
· before or after the decision. 

-~ Circulation before the decision, w~th key agencies 
(State, DOD, Commerce, Energy) allowed to submit 
supplementing documents not exceeding, say, two pages 
that would be forwarded to the President with the NSC 
Summary paper. 

RECOMMENDAT"ION 

That you urge there be no further NSC meetings on this topic, at least 
until availability of an acceptable paper responding to the President's 
concerns. 

Approve Disapprove 

That you approve my going ahead with p~eparation of an NSC Staff pre­
pared paper. 

Approve 

Attachment 

Disapprove 

Tab I My Summary of Questions Posed 

-CONFIDENTIA+ 



• ~ CONf \DENTtA\:--
THE WHITE HOUSE 

WASHINGTON 

--GQNUD,EN'l'IAI. 

DECISION MEMORANDUM 

The following requirements were set as a result of the 
October 16, 1981, National Security Council meeting: 

Additional Anal. sis of Im lications of 
Oil Gas . Controls p·o11:cy Options 

An informed decision on United States Policy on the export 
of oil and gas equipment and technology to the Soviet Union 
requires additional information., including the following: 

o A brief analysis of the relationship of the oil/gas 
decision to U.S. initiatives on the Siberian Pipe­

. line and on · tightening of Allied Security Control_s 
through the COCOM mechanism. 

o What kinds of oil and gas equipment and technology 
are controlled under existing national security 
controls? 

o What kinds .of items (indicate . broad categories) 
would be added to existing national security 
controls under each of the options specified? 

o An assessment of our ability to obtain Allied 
cooperation with U.S. actions under each of the 
oil/gas policy alternatives and the costs and risks 
of pressures required to obtain Allied cooperation. 

o Failing achievement of Allied cooperation, what will 
be the effect of unilateral U.S. restrictions? 
Which items would the Soviets be able to obtain from 
.other sources? Which countries would provide supply 
alternatives? Which items are available only from 
the United States? 

o What are. the likely losses in exports that would 
result from unilateral U.S. export restrictions 
under each of the options? To the extent practical, 
indicate losses by product or .industry. 

Approve 

--SONFIDFNTIM 
Review October 19, 1987 

Disapprc,ve .•,, _. 

DECLASSIFIED/ RELc..~~£0 

NLS M l ~R::S: ~ /~ 

ev -ddf/-, NARA, DATE ie,b-?-klf 
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By 

CENTRAL INTELLIGENCE AGENCY 
WASHINGTON, O.C. 20505 

27 October- 1981 

MEMORANDUM FOR: Allen J. Lenz 
Staff Director 

SUBJECT: 

National Security Council 

Possible Allied Response to US Strategy on 
the Pipeline 

Attached is a paper in response to your request of 

23 October. The paper was prepared by the Office of European 

Analysis, National Foreign Assessment Center and coordinated 

within CIA as appropriate. 

Attachment: 
As stated 

>.?Jill 
DECLASSIFIED IN PART 

NLs M 1 ,._rs # 20 
~I , NARA, Date lt>/2,2#':t 

Thomas B. Cormack 
Executive Secretary 
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CENTRAL INTELLIGENCE AGENCY 
WASHINGTON. C.C . 20!50!5 

MEMORANDUM FOR: Allen J. Lenz 
Staff Director 

27 ·october 1981 

National Security Council 

SUBJECT: Possible Allied Response to US Strategy on 
·, . .... ·. :.:... . .. •··.'·.·. ·,.-,<:=,::·,:·.the: ·Bipeline ·-,. ;:·•·.' -· ··:· .. .-, .. .. . _. .... ••·:- ·. -·· · · · · · - . -.. - ,t·· . , 

Attached is a paper in response to your request of 

f , 
f . 

23 October. The paper was p~epared_by the Office of European 
:-.. --: ..... (·.::.: .:·~: ·7·: ... ~·.: . .:--· .':.: :: .. ; ~~ . .-:: ._.: ::.:_ -.:·/.: .:•. ;--~ :~ -~-~ ~: · ... ·1~· ... ]~::::;:. :;. -.., :::: '. ~ -~ ::·;~ -:.:\.:::: -·· :--::,:= ~--~~ ,;:. :~.-- ... ··: .. :·~·: ~ .: :· ~, ~:··: :,: ~--~'~ _;• .. :~;~ .•- .i: ..... :. ::· i :::\ ·:· .~- .: . ~~-~-: ; _;:· ·,· .. ·~:-: .--~ ( ." -:,· ;·./. 

··-. - · Analysis -, National Foreign Assessment Center and coordinated 

i . 
~ .. .. .. .. 

··· . .- · -• ·within · CJ:J!._ -· a:s apprdpr-ia:te. · · 

' . ' . :~ :·..... . . ~. 

Attachment: 
As stated 

By 

DECLASSIFIED IN PART 
NLS M I A 'ff s <II '2,/ -ePJ/ , NARA, Date 14,te.,,/0 '1 



A policy of seeking COCOM: cooperat i on to stop the Siberian 
pipeline would probably have a low yield and a high cost. The 
Allies have already decided that the project is in their interest 

:and will not voluntarily halt their participation. In the 
/ imnediate term, US attempts to force a stop to the pr_oject are 

/ likely to jeopard~ze _ the· _cui-·rent US initiati.ve to broaden and 
.,. ' s t r en gt hen coa::M' expo r t con t r o 1 s in a n urnb er o f mi 1 i t a r y- r e 1 a t. e d 

industrial sectors. In addition, the West Europeans view the 
project as strictly their own affair and resent US interference; 
US pressure thus could pose major risks for US-Allied E.0.12958 
re 1 at i on s • - As Amended 

Sec. /, Ytr 
COCOM may not in any case be the best vehicle for applying 

US pressure. The US is no longer able to exert a significant 
· amount of influence or control within coc:x:>M because Western 
Europe and Japan, as well as several non-COCXJ\1 members such as 

•.. .Aus tr.ia, .. :• Sw-i:-tz-er.land-:,. .. . .and, Sweden, · e-i.the·?" .po-sS1es-s,: ··equ i va'le-nt · · ....... 
technology or a-re ahead in a number of the latest technologies 
that COCOM attempts to deny the Comnunist countries. Although 
reasonably successful, the recent US experience in attempting to 
strengthen COCOM controls in ·the aftermath of the Soviet invasion 
of Afghanistan illustrates ·how diff.icu·lt it has become for one 
country to f.or.ce its way .in.the COCOM forum • .- Oil : and. ga-s ·. · · ·.· · 

:..i.'-~-.::-:. _;:•:-:~,q:~ti,Pm.~~-t-:~-:~-1'.~~1:igi_-/t.~:jy>-t~;,·~-~r,r.~11:-t;,;JL .. siti}¥~~-;::.:lp :··.:~ :;~rntj~~i0'.·1:':.-\'<~'<.::~_.~---: 
· ··. ·· and• .. our··All1es would ·res1s·t strongly placing such .items on · the. 

CClCavI list on strategic grounds. However, because some advanced 
:· ... tecJm.oLogy ., compone-nt:s . -·-i.:n-vo-1.v,e·d : :t .n · , the pi'peJ,tin~· rn,cy. ·-b-e· subj-e-c't · to · 

ccx:x:M exception notes, the US could at least raise the issue as:>.12958 
one of concern within present CDCOM procedures. - . .AsAmended 

sec. I. 1/c 
Even outside COCOM:, persuasion has failed with the West 

. Eur.op~ans.,_ ~.!?,cl._ .. ~ap.ane.~ e . _p.ecaus,~-.. ~.-.~ .. d_,espJ-t-e; .. U$ .... ~I'.'.gum~n.t~ . .. ·._".'" ':-:'. .. :th~Y,:·: .:.. -.· 
·-:- ...... ,see: ·a i di'ng· · t h·e·: · s·o-vYe~t s 'lri ··e·ner:gy · prod·uct i or-i' a·s· a pos 1 tlv·e . . 

contribution to the global economy. They also are convinced they 
will derive a formidable list of economic and political benefits 
from the pipeline project, including: 

o Near-term export earnings for industries supplying 
materials for the pipeline and a stream of future 
exports financed by Sovi-et gas sales. 

o The chance to use another country's energy resources, 
thus saving domestic resources for later consumption. 

E. 0. 12958 
o The project's contribution to irnpr oved East-West As Amended 

re 1 at i on s gene r a 11 y ·. - Sec. /, Y c 

Convincing the Allies to halt pipeline-related equipment and 
technology sales would require several carrots or sticks, or some 
combination of the two. ~hese incentives could be used directly 
or indirectly. In other words, the potential benefits to the 

=iFCRET. , 



. , .. ... :·,··. ·.: . .... . · .·~ ,•• · • . . '· ... . ·' : ·•: •· · ·: •· -

· .. BECRE'f 
. . . . . . ~.. ·. 

o The· Wes·t Europeans have not found credible US 
· suggestions conce·rning- _ other energy sou·rces such as 

US coal, help fn nuclear construction, or assistance 
i.n developing alternati~e sources of gas such as 
Algeria, Nigeria, or the North Sea. 

o No substitute project appears on the inmediate 
horizon that could provide the employment and 
earnings offered by the Soviet deal. 

0 Most West Europeans are convinced they will need the 
,as? an~ they vie! with suspicio~ any US forecasts 

-·•-lind1·.ca.t 1ng_, O;t.h:e-r.w-i-·s.e· •. · · ·. ·· · · · :.' ·., .. ·,.:.-. · • · ...... · --· · · · .: ., .... ··. ·- · ·. · · .. ,;_.-.·.:. · 

o The West Europeans and Japanese would perceive a 
restrictive US pip~line policy as a potential threat 
to all' Ea:st-West ·trade, ·rather · than a threat r.only" 
to energy- r e 1 at e d trade.. . Mor e over , back i n g o u.t _o f . . 

.. .. . . . . . . . . :,the- ·P,·fp·e p ~1°~ •.·deal- : ·a'f·t er. .p"=r·e·l-imi,nary . ~gr e·emen,t s have · · :: :· · .. __ . 

".'/ ,:,.> i ./: ,,~C •'( • ,,,:,t-~1;tt:,'6P11!11:-~u.~~(-ir ;er~ e;~/~f ~'!1"'~'!~f ! "1~:!'-~t~ ''tt~~it · 
· .. '' . : . ~ . ... ~.'- .,··."•~. ;·°.,t~-~:: .... _c~~:; .r .~! ~} .. ;..:}~~~}_o~~~ -~- ,.· .. - -· .. < . _. ,·.::~ . . . , ;:·:·• .. · ... .. ,., : . $ec; · __ .j/~;~ . 

It would at least theoretically be possible to make benefits 
available to the Allies that offset many of those they think 
would derive from the pipeline. But alternatives would be 
extrer:nely costly, e • .g .. , providing them with conmensurate -export 

. e~r J;ti .~_g_s•,.-.- .~.<?~:•:·.g-i_:·'f~.P; ·.·.J.~.~ -.$1.l:-8-:::~.~~ t:.~'!s.,_ ,lfl;,)!';~g_~d,: .-:-ta. .. __ entti:~:Y-. . s-.upp.ly..-.. :· :· .. "" ·~ -· :··:, :··, ·:. 
· tha~ -otiTd be ered·rble enough to 6ffset their perception of 
Soviet reliability. Moreover, some of the motives for their 
comnitment -- desire to encourage Soviet energy production and to 
broaden East-West relations, for example -- are almost impossile,l~. 12958 
to counter• - AsAmended 

Washington could warn that US trade relations with both 
Sec. ,. Yt: 

Japan and Western Europe would be harmed seriously if the 
pipeline sales are concluded. For example, a tighter trigger 
price mechanism on steel or a tougher stance toward EC 
agricultural conmodities such as sugar could be adopted. Other 
pressures could include non-tariff measures such as stricter 
labeling standards or increases in excise taxes on alcoholic 
beverages. The US might also limit sales of particular goods to 
the Allies, although such measures would have only a minor impact 
since alternatives to most US goods exist. More important, trade 
actions along these lines would be interpreted as fiTst salvos in 
a full-fledged economic war and would almost certainly result in 
retaliation. As the US currently runs a sizable trade iurplus 

5;EORE'F 
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· year- --- ···e _US pr·obably. would be the ultimate loser · i'n ·economa.C0.12958 
t e rms . As Amended 

Sec. ,. 't c,.. 
In the area of finance, the US could offer to reduce its 

interest rates -- a major irritant in current economic relations 
:with the Allies. The West Europeans and Japanese would probably 
(-view the promise as either impossible to keep or something the US 

,~ should do regardless of Allied ~ecisions on the Soviet gas 
,"- de a 1 . The US a 1 so mi g ht th r· eaten t o t i g ht en cont r o 1 s on US 

banking subsidiaries overseas or on foreign investment in the 
US. This would upset West European and Japanese capital markets 
but would be unlikely to force the Allies to renege on the 
pipeline deal. In addition, the Allies would view such a move as 
self-defeating as it could punish US banks and the dollar more 

8 than it would hurt the Allies. • E.0.1295 
AsAmended . 

Another potential area for US action is In the Sec. /,½c,. 
military/strategic field. The US could refuse to pay for 

_ .. __ stati_o.n_ing- :U.S .. t.to.o.p;s, -fn -- Wes·t-er-n ,Eur.-·ope-;: . pa:.rt-id!u·1arl:y ·-'.-in Wes:'t ·.- -· .-, __ . ··· 
Germany,' and thre·a ten to withdraw these troops if funds we-re not 
forthcoming from the West Europeans. Such a move would of course 
greatly aggravate the West Europeans 1 current concerns over . 
whe-the·r-· they . could c·ount "on the US if war broke out iri Europe, ·· 
and it would make NATO cooperation even more difficult. A 

. . . $,_i gn_.i fi:can t . po:s i t).v_e_. Jn~en ti ve : wQul9 -~e .a- US -of fer :to· · make t ·he···: · . -: · ._. · .· 
.· : \, ,-- · _.:~ tw.:o":'w.a.y:. ,.~ t -r:_e.~.t ~: .. ;.J~.:_,g·Q~•.er)1.n.1.~n:t:i.m.iJ i.:t'~Y:~~'9!!-·t~~-<?.t -~·~:--.wJ9~t'.:.~.~1i:d.,;,:a~1:1\~·;.,-f•t;:-·:::~ 
··_:.,. ·--:::·, :·.' -fao+'e '.'",_fi""'a"f-ft~~:6i{ ''lt·. _,. ·-A" "fiegit·"r-v•e; .. lrt'cen t n,·e· vto'u 1 cf ·be· _US ·cutbacks i ri . . 

· ·· military -technology sharing o·r co-p·roduction agreements such as . 
]. et en.g.i.nes . fo.r . Sw,eden.-.-or .,..·ta.c-tiea.:b,.~s-,tems --... fo,r;·. --the-- :mr·,and·-. -- · ·, E-,0,. l29S8,. · -: ,: .. , .,... J°ap'an~- ' . ·.·.· ·,· ' -· '•• ' .--~ . Se~~~ey~ 

From an individual country point of view, the United Kingdom 
would stand to lose the least if exports of pipeline-related 
equipment we·r e b 1 ocJ(_e.q .• _ , Th_~ ar. it.is '1 -.. enj _e>y. ne:t .. -en.er-gy ,.s·~_Lf.-.,.. :· ,.: .. __ ··-- ·" ·· _. -: · ... :: 

;'s1u't:ffeT.eiiey-;"~a:1\'d<t ·tiey<wttF :b·<it ~6-iiyfrig" ri'one ·ot· =tlie: ··sovief· gas~ -- On . -
the other hand, British agreement to US strategic export 
definitions would have little impact on the other major West 
Europeans, all of whom are more involved in the pipeline project 
and whose stake in East-West trade generally is much greater. 
Moreover, Rolls Royce is the only major producer of pipeline 
compressors that does not rely on US technology. If the US 
refuses to license pipeline-related exports and is able to 
prevent foreign licensees from selling the equipment, London and 
Rolls Royce have indicated their willingness to fill the vacuur,

012958 -- and action consistent with Britain's present economic ~~ended 
prob 1 ems • • sec. I. l./s. , 

West Germanv's comnitment to the pipelin~ project -- and to 
"Ostpolitik" generally -- is firm and Bonn views the two as 
closely linked. Although West Germany's future gas needs are not 
as pressing as those of France or Italy, the project for Bonn has 
become an important symbol of the benefits of East-West economic 
cooperation. Cancellation of the pipeline deal thus would be 
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. fundamental · national · poli'cy ·· _ _; · reconcili'a.ti.on with Ea.st ' . . . . . .. 

Germany. B~cause the US is perceived to endorse this 
reconciliation, US action against the pipeline would be seen as a 
betrayal of German interests. Given the current. political 
.climate in West Germany, no government in Bonn could survive if 

:.it gave in to US pressure. Even if the more conservative 
/ ?PPO~i~ion came to ■wer-, it would def_end West German interestic.0. 12958 

.;. 1 n s 1m11 ar terms.. . . . .. · AsAm~rided 
. . . . . . Sec. /. </ c 

· French President Mitterrand is mor~ cautious towar·d the 
Soviet relationship than was his predecessor, and Paris currently 
appears more willing to consider the strategic implications of 
the gas deal than is Bonn, Rome, or perhaps even London. Paris 
argues, however, that France needs the gas and that allowances 
have already been made to reduce the potentia.l for Soviet 
leverage. The amount of gas to be purchased has been reduced, 
increased storage capacity is planned, interruptable contracts 
for industry will be used, and residential consumption will not 

. be .... ~ncour:a-g.ed ... ,,_ .:- The,.,Er--:enc·h,· also . poci:.nt ·.-0ut: -t-h·a:t ; th·e.i:r · .. '.on1-y · · · ·· · .... .. · · ., · · ·· .. · ·. 
irmiediate alternative supplier is Algeria, and it's cut-off of 
gas exports last year, plus current price disputes, indi ·cate that 
the USSR is a bet·ter -- and safer -- bet. In addition, although _ 
Mitterrand' ·s · E·a:st-West· views appear c.lose to Washington·rs ·~ the . 
French pre·sident cannot ·appear to be giving in to US pressure. E.0.12.958 

~: .. ·,. ::· :· .·>.,Ill.::_:_;-.._::.:_:•:'.·.: __ ~.:~ . .. -.. ~ -~ .. :·.:··.'.L-... ·;-~--~~~- '·::~·= ~~-.~,-... • .. ~-,·~--~;:~.· !~ · .. :~·:: ,.:: -:} ) ~~ -::,:;-·; ;~ ... :~--~:~;;,.,~~··,.:.:-:~/:>·.:'.~~ ;:):_;;'.,;~ .. ;.,:~:.;~::~i;;~.fl":2·:,;;~. 
· .. •·~ . ..... ,,·: ·.·c:· ,·:··~· .. '.·'fhe·:~·rtai"i'in·s:·;"<ai thou·gfi •:··ap.j;ia.r eri't I'y . fur t he·r· . a 1 orig fn .. the : . .. . . · 

p i·pel i ne nego ti.at ions than· the other West Europeans , mi' gh t be 
·.-.mo.r:~· -vµln.e.rab . .le.- .to .-. PS<· ·p~e-s-su·~e·. -:· ,:k'.·US-. eonm-i.tme.n:t ·•.to:.•·g;r-a.-n·t ',·t'he 

Italians more. nearly equal status in "Western power 11 

deliberations would go a long way toward persuading Rome --
provided that the Italians saw no chance of other West Europeans 
snapping up any deal turn.ed down by Rome .. . Italy's decision would 

... • -

·. . . . have I tt~.l •. e . iµip-,a,.~:t:-r·.,)1,9.w.~=.ve.f ,.· .. Pn .. ,~~~,.9--~.<;:t_s,J p.n~-.. -?J,;-fr.:~_l:J:_'!.~:-_.o..r~-.-:~es,t E.-0:--·129ss ·, 
.. •. ·:. ' .. . Ge·'rinari'y •. :.. . ... ,- . . . . . ' - . - . . . . · . . . . As Amended 

. Sec. J. y c. 
· Japan, in response to a perception that the US has begun to 

ease up on Afghanistan-related sanctions, has been edging 
recently toward a new dialogue with Moscow. The Japanese believe 
that increased interdependence contributes to the stability of 
Tokyo's relations with Moscow; they would not voluntarily abandon 
a cooperative approach except as part of a unified Western 
response to a crisis in East-West relations. Even in a crisis, 
Tokyo would be li.kely to follow suit only if the leading West 
European allies, particularly West Germany, agreed to tight new 
sanctions. The cost of buying Japanese cooperation if West 
Germany did not go along would be extremely high. To placate the 
business corrmunity, Tokyo would surely argue for future access to 
Alaskan oil if it were forced to deal itself out of the pipeline 
or to cut back on other joint energy development projects in the 
USSR. The US has a growing trade deficit with Japan and could 
use Japanes~ reliance on the US market as a lever. Any move to 
tie the trade issue to East-West relations, however , would run a 

..SEGmsT • 
,d. 
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t o i n c r .ea s e t he i r def ens e e f f or t s . - · . - As Amended 
. Sec. /. y~ 

It is there.fore our judgment that persuading the Allies to 
· halt the pipeline project could be accomplished only at great 
:cost. In fact, the political and strategic impact of applying 

/ -the sticks to achieve US ·goals could be profound. COCOM almost 
,J: cer-tain-ly would b~ undermi.ned and might collapse·. ·The very · 

,t, informality of a:xn1 makes it both a flexible and a fragile · 
organization. The unanimity rule allows each member to protect 
its own interests but also can prevent action. The other COC01VI 
members al~eady view the US as too restrictive and will resist 
further US moves to tighten the COCOM embargo at the upcoming 
high-level a:x::oM Ministers Conference tentatively _scheduled for 
November 1981. A perception of US heavy-handedness in COCOM 
could shatter the consensus that holds COCOM together. Beyond 
COCOM, there is a good chance that NATO and Western cooper at i <lflO. 12958 
generally would be seriously threaten~d. ■ ... __ __ .. AsAmend~_:i • 

---~·-.... _ ... ; . _ ... ·.· . .- .--:,:.· .. '··>··. ·:.,~--.. ,~ . .- -.. :.';',- :,.·.:,-,:~ _ .. , .. ::''· ... -~_._.,;;·_,.·_.·_, .. _._ "'-· -: .. · .. --;.-_ .~_.·_ .. ·, .. ·.- .. -• ~--''·-.• ··._·. ·.· .... ~:. _. ·· ... ··:·.Sec.- ~ 1~--1,f-- -c., ,· 
:•-:. .. · · · Any ·pre·ssu:r-·es applied by the US would · have a much greater 

chance of success if the West Europeans saw total, unwavering 
C?omni tment on Washing·ton' s pa·rt. For example,. in West European 
eyes, US ··opposttion :· to the p-ip·e,I'ine deal C?urr·e·ntly appea-r"s seTf-: · ·· 
serving and inconsistent. US decisions to lift the grain embargo 

... · .... an·_d -to .. app-r;-crve. ··the· .Ca:te:~p i 11 ar · .-P i.pe~·-1 _ayi -ng :-equipment · -~o.nt-.r~-c t . .: . ·:. . 
·:·: ...... :. _· .. ··-~-?-.\'~ ·.- ~-~n_t,t-i)>-~:t,ed .. :t~h'..~-~-f;~·:,,:Y•~e~:•.~·:·::"~e:::.P.~lJ~lE.~;-~i:..:~~.e.~~-$.-~_Jµ-1.·;._.~-~a .. .i_g:µ >.:__:-: .. ,.·:~ .. _..-;;.~ 
~ -!~, --.•::.-.,·:woh·fif ... necfe'.is:~i'r·.fly'·:ir1\r:Ofv~ -··at ··re.·a.'it•· · t'n-e . a.p·peai·an ce ·o·r s'har' e·d . . . . . .. ... . . 
· · sacrifice. Fo·r the ·west Europeans, · the C?le·ar ·es·t example ·or US · · 

·: .,· . s.ac .r if.tee ... -.wo.u,.:14 be<. a ~-:!J -r,m--.;1;1s.:. emba0r::gq;•.on.-·.:-g-r ·aJ.:n·: :e::>qj'ort-s. ;_t-o . th.e· -·USSR ., . .. • 
as· well as sales of energy equipment and technology. We would 
emphasize, howev·er, that such measures might not succeed and that 
the West Europeans would be sorely tempted in any event to fill 
the void created by a :US embargo on exports to the Soviet E.0.12958 
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A total, effective and sustained multilateral COCOM embargo 
;: on exports of oil and gas equipment to the USSR and Eastern 
;; Europe ·would substantially retard". Sovfet energy development, and 

r its imp~ct would increase· over at least the . next decade. The 
impact of a unilateral U.S. embarqo would be much smaller . and 
transitory. 

The most severe effect of a COCOM embargo would be on Soviet 
gas production. Construction of gas pipelines, the chief 
constra i nt on Soviet ability to expand gas production, depends 
heavily on imports of Western pipe and compressors, and Soviet 
capabilities for producing such equipment are already stretched 
to th~ limit. Without Western equipment a shortfall of at least 

.-::1~ ,per:-.c._e.nt .of .... p.-1_._anrr.ed- :g-a-s. .. p·r .o·d-uctt on; ·b-.y .- l-98-5. wo.u;-ld· b'e ·. 'a::lmo·.st.- ··' · . , .. ,.::-: -.·. 
inevitable. The shortfall would continue to increase later in 
the decade even though Moscow would give a high priority to 
expansion of its own pipe and compressor industry. A unilateral 
u.s~ embarg6 would have vtft~ally ho eff~ct arr Soviet gas 
production. 

-.:~-,~· _--~~-:-_·. -·-:- in::· .. t)1~·",~~;~~---ut<·::~ti~\ th~--;~~~~.::-~~;-~;;~~~-.. >~-n6:;:t _.~--~:~r~-~- -s.o·~~i·_~t :,:";·-: _·:->':.:--.<i. __ ;:_< 
.· ... · de p~ri d enc·.e ','.is ·. f of "tJ.S .bur lt '.- sub m·e•r's i'°b le ·.pump's•, . p r "o d:u Ct i ·o n of wh·i Ch . . . 

is now a US monopoly. ·· Denial of these pumps could cut Soviet oil 
pr od:u-c-t.ian: -b,yi·-a·ro u.ricl · '2· ···p-e·rc e rr-t ·over~'·-t h·e, n;e':i<·t; ·,·z . ye a r~·· o t'-_,.·s·o .. ~···. · . •. >··. · .. -
Beyond that period, the impact would continue to increase with a 
COCOM embargo, but would quickly disaopear with a unilateral US 
embargo as other Western producers entered the field . 

. ,. =·---~ .. As:.: t .i.111e-= ._.g__q_~s-_.: .9_n_ ,.._,_,,S._o:~Je·:t::.Aepe:ndenc.e ~--q-rr:: .We.st~rrr· · ,.ot--l- .e:q.u -i -.p:m-ent .. :.· ... _., ,.-' 
~r1·1··f~creisi~ refle~tihg the rapidly ~r6wing complexity of oil 
exploration and development and the limitations of Soviet 
technology. Finding the smaller and more remote deposits on 
which Soviet oil production will increasingly depend, developing 
offshore fields, and expanding the use of enhanced oil recovery 
all will benefit greatly from--and in some cases will require-­
Hestern equipment. Although quanti-f ication is not possible, 
there is little doubt that a COCOM embargo would substantialiy 
accelerate the expected decline in Soviet oi·l production in the 
second half of the 1980s and beyond. 

In turn, a more rapid decline in oil production coupled with 
a much -smaller increase in gas production than is now expected 
would have an important depressing effect on the Soviet 
economy. Hard currency earnings would fall sharply, thus greatly 
curtailing Soviet imports from the West. And economic growth 
would - be even slower than the 2 percent or less rate we now 
expect. 
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• 1 , ·. ·. 

· ·b-·ecause ·- of · the -a·bsence· or. infbrm·ation on · sp·e·c;f·ic Sovi·et plans, 
equipment production and inventories, and oil- and gas-field 
conditions. Nor can we foresee the long-term adjustment 
possibilit-ies available to a large command economy. The basis 
for our conclusions is presented in the ~ccompanying Annex, in 

: which the ranges of impact on production shown for various types 
/ of equipment are probably more valid in reflecting relative 

; rather than absolute magnitLlde;. The aggregate of the individual 
· , effects thus at ' best provides an order of ·magnitude impression, 

based on the best current judgments of our petroleum analysts . 

. . . · . ·.· 

.': : . : .·· . . . . . . . . . . ... · : ._. -~ . . . . . . 

. ,: .: )" :., ~:· ·:-<·:;:;::,: ·:/,_'.~;,~:-; \ ',:,/_. •.:_ ·\•:."" -,~:~:·;_'_°·:;:,;.,'.:;:~ .. : ")i\:-~i-t/~f;i,~;._._:_;·,_.'; j;_;._./.;: ,:/ ;::/:..::) :J:0: :-.~'.:·-.>:/•;·:·\ '::·\~_-\( ;, -/~;-~ >~:.<( ·.,...-.: ·.;. ::\·>~:-' :'c><::/:-':·~> :;,:::_,:~<:::': :· 
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ANNEX 

Preliminary Judgments - on the Impact of COCOM and US Embargo 
· of Oil and Gas ~~uipment to the USSR 

; Background 

/:. E"s.timates of the· effects- of a Western .embargo ·on the export 
of various kinds of oil and · gas equipment to the Soviet Union are 
necessarily tenuous, as they involve assumptions a~ to the types 
and quantities of equipment that the Soviets will seek from the 
West in the next few years. In the past, imports from the West 
represented only a small .percentage of total Soviet equipment 
supply. But new problems in exploration, production, and 
transport of oil and gas will probably lead the USSR to rely more 
heavily on imports in the 1980s. Although the Soviets show no 
inclination to avail themselves of opportunities they have 
i gnor.E;!d_ ir., t.he. pa_s:t:, _arra11geme.n_.t .s su.c:.h .. as. Jo,i_nt ._ v_~n:t.u.res .. or _ 
·s·ervfce: ccinfra·cts with ·wester·n firms could-.:.u·nder changed 
circumstances--offer productivity increases in petroleum 
extraction • 

. Effect_ of .Embargo.on .Maj.or ;.Ca1;.eqor,ies._. of .Eq.u-ipment .. . 

:; ... _:: >~:~;:, ._~:~~;-:- ,;:_)~~_:";<:~ ·, E~-p:·~cj-~~t'¥11~~-:- .. Egti~ip~-~-ri-~'--_':~ :_'.;·~--::':·l· _~.; .. :/:>•·'' ,:,. :>·:,:: ~-~:_,:~_::.: .. -:~ ->_:· _ _.,;, -~~ _ ->:'·_:;,::.,::_::-~(-:'.~~ ·;--: · ·_·-<_.:·-~~:· .. -~ ·::,: \~;-" ~~__..:_;: :L ;;.·. ::·: 

...... .-.-· .·. _,. : Th.e: · Sov. i:-.eJs .... a.,l r,e:~_dy. ·. h.av.~-, ... -f O-J.a1.-d . .-: mo·st _._ ... of. the:.- ,re.1 a t-.i'.v.e.ly:, . .- ,. · -.-·· , .. _: .. · .. =-•-·.··· · 
~hallow, e~sily-16~ated, acces~i-ble oil a~d gas tr~ps. They 
specifically need Western seismic and well-logging technology to 
boost oil reserves in the 1980s. Due to the 5 to 6 year 
discovery-to-production time lag, Western equipment ordered today 
is .. un_. l _i k_e Ty _t_p h._av.e._.rn.uch ... impq:c.j:: _an _o1 J p.q:i .duc.t._i on.:. _b.efo.r!;! . thE: . .. 1 at,e . 
19 ff(Js · • .- .·'. "Wh- i' Te . a(' ·rtiu lti 1 at" er a'f -e·mb· a·r'\io ···co uTd ·.-· s e·v)~·r"·etT,Y. cons ·tr a i n· . . . . .. 
Soviet exploration, unilateral controls by the US would have 
little or no effect. Foreign firms can supply Soviet needs with 
little or - no degradation in quality. But we do not believe that 
the Soviets can improve their own exploration technology (i.e., 
geophysical hardware and software) rapidly enough to affect 
production before the 1990s. 

Drilling Equipment 

The Soviets plan to nearly double the amount of drilling for 
oil and gas in 1981-85, with further increases planned for the 
late 1980s. Soviet drilling productivity is poor by 
international standards. Western rigs, drill pipe, tool joints, 
drill bits, blow-out preventors, and drilling-fluid technology 
alreaqy provide substantial aid to Soviet drilling efforts. The 
Dresser drill-bit plant, if brought on stream with .us or Western 
assistance, could have a considerable impact on Soviet oil 
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. 1 ea de r i n · -t t -e · .. product i on-· of . d r i l l i n g e q u i pm en t , . producers :; n · · 
Japan and Western Europe could supply the Soviet market. A 
_unilateral US embargo would therefore not have much bite. 

Production Equipment 

The Soviet oil industry faces r1s1~g fluid-lift requirements 
; · 1 n the 1 9 8 0 s , as the· a rn o u n t o f w ate r prod u c e d a 1 o n g w i th th e o i 1 r ; n Cr e a s e s • AC C O r·d i n g t O s O V i et p 1 an s , a. 1 a r g e a d d i t i O n a l V O 1 um e 

,.'""- of fluid--perh·aps a_s high as -- 6' mil.li·on b/d---must be lif_ted in 
1985 simply to maintain oil production at the 1980 level of about 
12 million b/d. To handle the high _volume of fluid, the Soviets 
plan to double the number of wells producing with the help of 
submersible pumps and gas-lift equioment. 

Imported equipment · is important for this effort because the 
capacity and quality of Soviet-made submersible pumps and gas­
lift equipment is low. In the case of high capacity pumps, U.S. 
producers now have a monopoly but, if these were embargoed, other 

. W~~ t~r.n .. __ $1,lP p. l i_er s -c_ou: 1d. be ;- exp ec:j:ed . . to. enter-.· .=the::. f-i.e -1 d: . w. i .th.in- • ·,· .'. -.. -. 
about two years. · Each high-capacity U.S. pump produces on the 
average about · 1,000 to 1,500 b/d of oil under Soviet 
conditions. The Soviets probably expect to import about 100 such 
pumps annually (t-ri the 1970's th·ey impo·rted a ·tota t of· l ,2'00). - 7 · 
The water-cut problem in Soviet oilfields is getting worse, and ,. --·· .. 

. . . . ·. , -d .om.e_s.tfc •.-.d e_v e_.1 opm.e.n.t .-. of ·,· ,a __ _ .g_o o.d··, :s-u b·s t-i-t ut·e . p.urnp h·as, • no.t : ye-t'- _b"e e-n · ... -/~~:. 
, : .:- . :.-:.· .· ;_-.,~-~-9.~ .. e.s;,~ .. ~~ 1.-:'~_-,:::--,O_eI;JJ.~1./_..oJ·"i~~J;r-~~---.\!-i S:.:-:; _ _.:p.~riIP::S:\¢q~s:e.q.u~e:n.t: TtY~·. ;s.~~J4,_.;_· ~o~:ti-·. tt.i,~-j:--:_:~ :,·i~ 

--··: •,. ·_. : · _ S'o:vJ e:ts·: ·2-00; 000 _. to -- '300-~ o-qo. "q/ a ·. ,of·_· p:iJ ·. b.~-f~_r:e .. : ot he_r.-- We_s:te r n .. ' . . _·. ·.· /.. ~ 
· · ·supplie·rs could come on stream. In the case of a C0COM embargo, ( · 

· th-e .i,mp·a c:,t --wo:-iJ:ld:- ·c,on.t-i·n-:ue·--;,to· .grow-~ -.-p,rob ab·ly :- for-,·· ·se:v:e·ra--T -- mo--re· · ' ·-· .·.·=~ --. :;; 

years. ;:;;:; 

In addition to high capacity pumps, Western equipment 
playing a significant role in Soviet oil development includes 

, ., .. _. g_as-1 i.f :t. ~.qµ:i. p.J]1ent"' '·' we). ~;-,Fom_pJ etio.n- -~qu.J_.p:men.t~ -'!'e.l-lh ea.d-. u.n its, 
and Chri·stmas-tree assemblies. 

The USSR also has an increasing need for Western enhanced­
oil-recovery · technology. Enhanced recovery projects have long 
lead times, however, and the effect of Western assistance would 
be relatively small and felt only af ter 1985. 

Offshore Equipment 

The Soviets' least-explored prospective areas for new 
petroleum discovery are offshore, and their oil and gas 
production in the late 1980s and beyond heavily depends on the 
development of such areas. The Soviets already have received 
substantial assistance from the West. Continued assistance could 
speed development in the Caspian area. A US embargo applied 
unilaterally would make little difference. After 1985, C0C0M 
restrictions would have very little effect. Firms in Finland, 
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curre-nt. o·ffshore · needs; . and all · of 'thefr requi"re·me·nts by th ·e: late · 
1980s. · Production of the few dri 1 ling components now produced 

.only in the US could be quickly introduced abroad. 

Oil Refining and Gas Processing Equipment 

The Soviets ·intends to . expand their_ seco.nd.ary refining and · 
gas processing industries substantially in the _19B0s. They are 
reiying almost exclusively, however, on their own production or 
on equipment imported from Eastern Europe. 

Gas Pipeline Equipment 

Although the Soviet Bloc produces most of its own oil 
pipeline equipment, the USSR relies extensively on the West for 
gas pipeline equipment--large-diameter pipe and valves, 

, . . comp:-re s-s:o·rs ~,- ·and',··· µ-·i-pe l ay·i='rs .. . ,;·.-Since;- : · · · · ·· · · · ,·• · 
_ b.o.t .t 1 en _ ~ .. , . 

com ressors, and pipelayers would be a major setback to -the 
Soviet _gas industry. High-qu~lity Jarge-diameter pipes _and 
valv~s are t~rrently produced · o~ly in Western Europe and 
Japan.* Although the _Soviets have recently built a. plant to . . . . . 

. · · · .. ,. m-ant1fac-t.ur.e.- 'l:a:rge-·-c1 fa-m·eter::: ... p-i:pE-; ' they·,:}1a-"ve·. Yet: ·to ··m·aster ':,·_ . . · .. . . > '. ~-·: ·. · ._, 
~.-:/-:.-~i/:X.-:::gn,.bd,:11:~~:J-g.r.v':_i:i.:fh~piip:e::-:.oif-\ -tf.l·,ts.~·:s:f:t=e.'/ •,::-_:F>,+p:_e(r.-a.yet:·s'.::·_c:·'a·.pea-:b'·J.:e·,-:· a:1-·· :··ha.rfc:tft-rr,g:"' -::_ ::;,~}:;_,:,_\ 

. . .thfs-plpe . ·are .pro-duc.e·d- .only ·· ;n · th ·e .LJS .~- - Italy and ·· Jap·an. · -· Large .. . 
turbine compressors of the type_ soµgtt .. . b .. y the _So.vie.ts _for _t _h.e .. " ... . _,. 

' · ... ' expo·-rt: ,.- p~ir:fel rne··;, p'h:i.fe"i:·t ·· are'··•ou_.f'Tt ._. ,ri ·-"tli'e . bn.ftecf ·stcites · ari·d: the 
United Kingdom. Smaller units are built by firms in France, 
Germ~ny, Italy, and Japan; none of these, however, has yet 
attempted to make a 20 to 25 MW unit, although a French firm has 
the necessary licensing. 

·,; •. ·: . :- . ..: .. ~--- ··~. ~:.·•.i~-\< .. : ... •.:; · . ..-:::•; ·•·::_ · .~-.·\ :,.~•1: ... ·· ·· ' . ···:.•· .. · ... ~-i:,· .... \: :_'~ -: . .:1" ... ; ' : ·· ~·-· - :,-.·:·.·•-. ·-./, .... .... .... _.\},:.? ·. ··.:··. ·· .. :_,~:·. - .: ,···· 

A multilatefal COCOM embargo on gas pipeline equipment could 
reduce gas production by as much as 10 billion cu. ft./day (1.75m 
b/d, oil equivalent) in 1985 and by substantially more after 
1985. US unilateral restrictions on equipment in this area, 
however, would have minimal impact. The US does not produce _the 
pipe or valves sought by the USSR, and pipelayers and compressors 
can be supplied from abroad. Foreign production of industrial 
compressor turbine shafts and blades, the sole area now subjec~ 
to US control, could begin in sufficient time to -prev·ent a delay 
in completion of the pipeline. 

* Although the Soviets produce pipe up to 1,420 mm. (56 inches) 
in diameter, little is for natural gas pipeline service. Most 
Soviet pipe is spiral welded and lacks the (HSLA) high-strength, 
low ~lloy metallurgy of Western steel for Arctic pipeline 
service. Most of the large pipe imported by the USSR is 
fabricated with a single longitudinal weld made by the submerged 
arc pro c e s s . E. 0 . 12958 
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Im lications of an Emba Yamal Pi eline 
• ' _.g-: ,_, . . ' ' w-•~ .. . · '."- ,,,.,, ·-~-, ·w· ,,,,.,. .... ,,~~«. •'''elif g as 

p1'~ ~ ~-, .. :. '. ' •, """""""'"""""""::,.~~~~~ ~~ 
4p-F~ ,~---: y.,··:1~~~ -~~~~;,­
components destined-' for use on the Y,amal Pipeline prCtbab Yy wau,.Fd 
no t s u b s ta n t i a 11 y d e 1 a y th e: p r o j e c t . 

• (a) The Soviets have designed the · export pipeline 
compressor stations to use either General Electric (GE) or 
Rolls-Royce (United Kingdom) turbines, and a US embargo on GE 
could prompt Moscow immediately to switch to Rolls-Royce, which 
probably can produce the needed turbines roughly within the time 
sought by the Soviets. 

(b) Even if the Soviets stay with the GE design and thus 
receive complete delivery from West European firms of turbine­

_compres~or units two Y,<;iirs . lai:e_r: .t.han _wjt_ha,ut tn.e._ em.barge __ .o.n GE,, _.- .. _ .. 
< the pTpe:ti'ne: 1:ir•'ob·arrly ·\,ould n6f'iSe ·· se .. ri'o ·usly delaye·d beyond the . .-·,:-·; 

full-capacity completion date we . now expect--late 1986 to early 
1987. The Soviets would take at least 5 years to build the 
pipe.Tine and comp.le:te a,ll o-f the -compressor statio:ns even· without 
an embargo on GE exports. Thus many turbine-compressor units, 
e_ven if. del_iv~Y;"ed _by . late:-1}8~ _.4.s .M.o:sco.w ._.wa.n .. t _s, wo·µ,ld .. ryave t.o . ··>· .. , ·. _: 

.: >: · :_ .. , · \,j aJt . '.s e v. er a L .ye a r :s. _Jj_ef.o re ,.; n.s. t .a.11 m·~n'.t. fn .. ·. c.om:p:r. e.s:.s:o.r.,· st at Jo ri,s .. _. _ · l.f: ;_ ·' · .. :-::: 
. ..... .. . ~- :· -· , .. · ...... ... ~ ;,- .• ····· ~.·.· \ . . ":' · .-; · .. :.- · :-•• . . - · ~· . .. ~ : .... -,':' -· . . . . ,: .. • .- •• ,. ·. · ... ... . ;. · ... . ·- . -1 .. .::-·.,• ... · ... ··: · .····!' · .. .. ;. · -~· ·~•; , .. • -·~ ,._-• .. -·~ ': ' :,,•· ." 

--:· ·· ... ... -... ·,.;:-- ·We-st·,. Eu -r-r;rp·e-a:rr --de !'1v-e-ry·.-of". t ·rre·_ , G-F-des 1·g11· . ·t ·m··-b·rne s .. ·we r _e ·. n.o t: .·. . .· _· ' .. · :. · 
~. · ccim~leted u"til l~te··· l985; · .. the· So~i~t•i . cd~ld ~till · bridg ·the·· . 
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completed. 

(c) Because of likely slippage of construction schedules on 
the Sovlet si4er even i substantial _delay _i~ de\ivery : of ~o]ls~ . 

··. _:.. R:ayt'e-- :tu·rb'i ne:s • .. ,fbey d'rtd : ···tffe: ·:: rife'.:. T'9"8'J .:t 6. ·ea:ily ~"t ~)"g4· '·c1 e a:d Tfn e· .. ·frow .. 
seen as feasible if Moscow switches soon to that firm) probably 
would not delay the completion of the pipeline project. 

Economic Impact of Export Controls 

A sustained multilaterai embargo on exports of energy­
related equipment to the USSR could lead not only to ·substantial 
effects on oil and gas product i on but also to a significant 

~ .. .., . . . . •' 

worsen in g of already poor econ om i c prospects . The losses in gas 1 1/ 
and oil production would probably amount to 2 - 3 million b/d / ; 0 

( o i 1 e q u i v a l e n t ) i n t h e m i d a n d 1 a t e l 9 8 0 1 s , o f w h i c h t h e l o n g e r / JJJ.d 
part would be gas. · / ,.I--

Part of this short-fall in energy production--perhaps of the 
order of l million b/d--would be absorbed through cuts in export's 
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Even after major trade adjustments , domestic en er gy ,.s up pl i es 
w o u- l d p r o b a b l y be r e d u c e d by 1 - 2 m i l 1 i o n b / d , o r s oyi·e 5 % by · th e 
mid to late 1980 1 s~ ,,/ 

,.. 
t,: The average. annual growth of GN.P in the. 198·0· 1 s (now 

projected a-t _around 2 percent) probab·ly w.ould b·e ,. lowered _by half · 
~ percentage point or · so. As time went on, the USSR would adjust 

' ,,.. 

to an embargo through cutbacks in imports from the West, stepped­
up domestic production of oil and gas equipment, and forced 
cons er vat i on , as we 11 as through s l owe r .· ·econ om i c growth • 

/ 

( 
. . . :-.:~ ,. 

\, 
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. .. ·· · 
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..SEGRE'¥ 

NATl,ONAL SECURITY COUNCIL 
WASHINGTON, D .C , 20506 

VIA LDX 

October 22, 1981 

MEMORANDUM FOR THOMAS B. CORMACK 
Executive Secretary 
Central Intelligence Agency 

6180 

SUBJECT: Analysis of Ability of U.S./COCOM Oil/Gas Controls 
to Impede Soviet Oil/Gas Production 

The following is urgently required for high-level executive use: 

A concise (three to five pages) analysis of the ability 
to impede Soviet oil/gas production by imposition of the 
Option I/II Oil and Gas Equipment and Technology Controls 
as defined in the existing Oil/Gas Options Paper. The 
assessment should focus on the probable net effect on 
Soviet oil/gas production (a) if the U.S. were successful 
in enlisting COCOM acceptance of such controls and (b) if 
the U.S. proceeds unilaterally, without COCOM cooperation. 

Ideally, both assessments would provide estimates of the effects on 
production levels in terms of the percentage of production loss that 
would result and would translate these percentages to effects on the 
growth rate of the economy and to other difficulties and shortages 
that might result. 

It is also important that the time frame over which the effects of 
the U.S./Western control actions would occur be defined. For 
example, since most Western exports aid drilling or exploration, 
there would probably be considerable lag between the imposition of 
controls and resultant effects on Soviet production. 

./ 
,..,. 

Similarly, how long would Soviet production be impaired? Permanently? 
Or would they gradually overcome the loss of Western equipment and 
technology? 

I recognize the difficulties of providing this information. However, 
I am confident that your estimates will be very useful in establishing 
the rough orders of magnitude of the effects of alternative policies. 

Your response by close of business, Tuesday, October 27, 1981, would 
be greatly appreciated. Please do not hesitate to call me for any 
further amplification that may be required. 

1
. 

;:·, .' 
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