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MEMORANDUM 5330 

-CONFIDEN'fIAL NATIONAL SECURITY COUN CIL 

INFORMATION July 27, 1982 

MEMORANDUM FOR WILLIAM P. CLARK 
\,J (, (Y\ ~ 1.-K\✓ 

FROM: DENNIS BLAIR/BILL MARTIN/NORM BAILEY/HENRY NAU 

SUBJECT: NSC Meeting on U.S.-Europe Economic Relations 

Based on this· morning's preparatory meeting, there is little 
likelihood that by Friday it will be worth the President's time 
to chair an NSC meeting on U.S.-European economic relations. 
There is still no consensus on how to approach such basic 
points as: 

Our overall objectives in economic relations with 
Western Europe; 

In which areas of the relationship we have maneuvering 
room and in which areas we have no realistic options; 

Whether or not we should initiate a high-level dialogue 
with Western Europe on current controversies; 

What role the President should play. (C) 

A SIG_ is scheduledfor tomorrow, which may produce order out of 
the current chaos. Barring such a development, however, you can 
anticipate a recommendation to postpone the NSC meeting 
now scheduled for Friday, July 30. 

In the meantime, we are working on a short paper which we hope 
can form the basis for some informed Presidential decision­
making in this area. 

Cmi!FIDBN'l:'IA~ 
Review on July 27, 1988 
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NSC Meeting, July 16, 1982 
11 a.m. 

Age nda 

Introduction 

Discussion of Broad Strategy 
and Approach to US-EC 
Economic Relations 

Clark 

Shultz/Reg an 

3. Review of Specific Issues 

a. Steel Baldrige 
:;' 

b. Agriculture Block 

c. GATT Brock 
I 

® Grain Agreement Shultz/Block 

£ Ci)) Sanctions Clark 
;, 

4. Conclusion Clark 
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THE W HITE HO CS E 

WAS H INGTON 

-SECRE"! July 15, 1982 

MEMORANDUM FOR THE PRESIDENT 

FROM: WILLIAM P . CLARK ~ 
SUBJECT: NSC Meeting, July 16, 11 A.M. 

ISSUE 

The continuing economic recession and political events in Poland 
affecting East-West economic relations have combined to intensify 
economic and -trade disputes between the U.S. and its allies. How 
do you wish to respond to current problems in u.s.-allied economic 
relations? 

FACTS 

At Ottawa, Cancun and Versailles, you adopted a long-term, patient 
approach to U.S. and worldwide economic difficulties, stressing 
fundamental problems and solutions, rather than quick fixes. At 
the same time, the recession and political events in Poland have 
exacerbated short-term econo~ic anq trade tensions among the 
allies. Your decision on June 18 to extend sanctions on oil and 
gas equipment and technology extraterritorially has now combined 
with other ongoing issues in agriculture, steel and other sectors, 
to produce a sense of confrontation and ih some quarters crisis in 
u.s.-allied economic relations . 

DISCUSSION 

In deciding how to respond to this situation, you need to consider 
our overall strategy or approach, as well as our maneuvering 
room or leverage on specific issues. The discussion paper at Tab 
A outlines some of the broad choices, and the status papers at 
Tab B develop information on selected specific issues. The 
bureaucracy resists a discussion and development of options that 
threaten to offer less than the maximum benefits to their particular 
constituents or that threaten to establish priorities a~ross 
issues. (This is one reason the discussion paper is rather thin 
on options dealing with specific issues.) Nevertheless, we also 
require an overall approach to our relations that meets our broader 
foreign economic policy interests, as well as ~ur central political 
and security interests in relations with the allies. This NSC 
meeting is intended to help you develop this approach to overall as 
well as specific issues. You are not being asked to make decisions 
at this meeting. 

DECLASSIFIED . 
SECP.i:T 
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RECOMMENDATION 

That you review the attached discussion paper for the NSC meeting, 
July 16, 11 A.M. 

Approve Disapprove 

Attachments 

Tab A 
Tab E 

Discussion Paper for NSC Meeting 
Status Papers on Selected Specific Issues - Av!J11...f'r6£.t!=-

1 i..J s rr~eo,._/1 . 

-SECRP.'i' 
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Discussion Paper for NSC Meeting, July 16, 1982 

OPTIONS ON STYLE AND APPROACH 

In managing current issues with its European Allies, there are 
a number of ways in which the United States could respond to 
European concerns: 

l. 

2. 

A visible, high-level .response beginning a "new 
dialogue." 

This option could involve a variety of new steps, 
such as sending a Cabinet-level delegation to Europe 
or inviting the EC council President to visit 
President Reagan, to demonstrate special sensitivity 
to European concerns. Such steps could be undertaken 
to negotiate specific issues or to reinforce existing 
negotiations within regular channels. This approach 
will inevitably raise some exp£=tations of high­
level compromises on the oustan1ing issues. 

Address key issues through existing channels with 
greater intensity and commitment . 

. 
This option precludes any speci~~ steps outside 
existing channels and ongolng n~gotiations but 
implies a commitment to . pursue i=xisting negotia­
tions with greater vigor and willingness to achieve 
compromises on individual issues based on mutual 
concessions. 

3. Some combination of one and two above. 

This option involves special high-level steps 
including the designation of a Cabinet-level official 
or officials to carry on intens.;_fied negotiations 
with the Europeans, combined with enhanced commit-
ments to pursue solutions to other issues in existing 
channels. This appraoch also implies a U.S. willingness 
to compromise. 

4. Pursue business-as-usual in US-.European economic rel.a­
tions. 

This option involves focusing on already scheduled 
events and negotiations in US-EC relations and 
pursuing these activities in line with recent levels 

DECLASSIFIED 
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of emphasis (i.e., pre-Summit and since). No 
special high-level activities would be considered. 
This approach implies that the US intends to hold 
its positions on the issues, and use existing 
machinery to keep pushing our points. 

SE6REI 
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OPTIONS ON SPECIFIC ISSUES 

Whatever approach the United States chooses, it is essential . 
to consider beforehand how we intend to proceed on specific 
issues. Otherwise, we risk raising expectations through high­
level contact.s which cannot be met through negoti tions on 
specific issues. 

The issue pape.rs attached to this discussion paper outline the 
present status of various issues in US-European relations. As 
the overview paper suggests, the issues .divide generally into 
three categories: 

1 Issues such as East-West trade, sanctions, export 
credits and economic and monetary policy coordination, 
where there is general agreement that US policy is 
developing in the right direction and should emphasize 
the broad policy rationale these initiatives, addressing 
specific issues such as sanctions or high interest rates 
in the context of overall US and Western se.curi ty and 
economic policy objectives. 

2. Other individual issues such as steel, agriculture, 
textiles and various domestic actions that would 
benefit the allies, where the United States may have 
some flexibility, in timing or style if not in sub­
stance, and can seek to develop maneuvering room fully 
aware of the legal and other limits and the desire not 
to raise expectiations which cannot be fulfilled. 

3. Long-term issues such as US policy toward the GATT 
Ministerial or the IMF and multilateral develo.pment 
banks, where US leadership and continuity of policy 
are too important to alter for short-term objectives. 

Below, some alternatives are outlined to initiate thinking and 
discussion about US options in specific areas, ·particularly in 
the second category of issues above. 

-ai:CKl4' SESREI 
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OPTIONS ON STEEL 

Any solution to the steel problem as required by the statute must 
relieve injury to the US industry caused by subsidized or dumped 
EC steel imports. The US industry can block any settlement which 
does not meet this condition. 

l. EC-wide settlement. Secretary Baldrige continues his 
current intensive effort to settle the steel cases 
through negotiations with European Commission officials. 

2. Country-by-country settlement on products subject to 
~ending cases. If EC-wide settlement appears impossible, 
individual countries may seek separate settlements in 
pending cases. Any such country/product specific settle­
ment acceptable to the foreign country probably would not 
meet the statutory requirement of relieving injury to 
the US industry. 

3. Completion of pending cases. If neither EC-wide settle­
ment nor country-wide settlement is possible, the Depart­
ment of Commerce has no choice under the statute but to 
continue the cases to their conclusion. This will, no 
doubt, result in the exclusion of major steel imports 
from France, Belgium, Italy, and the United Kir.gdom. 

S:SQREW 

DECLASSIFIED 
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OPTIONS ON AGRICULTURE 

1. Continue to press vigorously on current agreed 
stragegy. 

2. Soften the current approach. 

Limit debate to government-to-government 
dealings, i.e., remove debate from public 
domain; 

Extend time period for review of 301 pe.titions. 

3. Strengthen the current approach. 

Establish a limited export credit subsidy 
program; 

Establish a limited direct export subsidy · 
program designed for particular market and 
particular commodity such as poultry in the 
Middle East. 

DECLASSIFIED 
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OPTIONS ON US-SOVIET GRAINS .AGREEMENT (LTA) 

1. Do nothing, allow LTA to lapse. 

2. Extend th~ LTA for one year on its present terms; 

3. Explore the possibility of negotiating a new LTA 
with different terms. 

--SEGRE I 

DECLASSIFIED 
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OTHER EAST-WEST ISSUES - CREDITS AND COCOM 

Credits 

COCOM 

1. Continue our pre-summit efforts to persuade Allies 
to restrain credits to the USSR: 

2. Concentrate in the short term on exchanging informa­
tion on credits: · move in a few months to a monitoring 
mechanism and only later to another try at actual 
controls. 

3. Drop attempt at restraining credit. 

1.. Continue our efforts to tighten COCOM controls and 
improve enforcememt 

DECLASSIFIED 
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MEMORANDUM 

~o¢iDENTIAL 
/ 

NATIONAL SECURITY COUNCIL 
July 15, 1982 

ACTION 

MEMORANDUM FOR JOHN M. POINDEXTER 

FROM: MICHAEL 0 . WHEELER f..lJ 
SUBJECT: Attendance List for the National Security Council 

Meeting, July 16, 1982 

The following officials plan to attend the National Security Council 
Meeting which is scheduled for July 16, 1982 at 11:00 a.m. in the 
Cabinet Room. (C) 

The Vice President 
Admiral Daniel J. Murphy 

State: l 
Secretary George P. Sfhultz 

Treasury: 
Secretary Donald T. Regan 
Mr. Marc E. Leland (Assistant Secretary for International Affairs -­

Secretary Regan is testifying at 9:30 a.m. and will be arriving 
late to the meeting. Therefore, he would like to have Mr. Leland 
at the beginning of the meeting.) 

OSD: 
Secretary Caspar W. Weinberger 

Justice: 
Attorney General William French Smith 

Agriculture: 
Secretary John R. Block 

Commerce: 
Secretary Malcolm Baldrige 
Mr. Lionel Olmer (Under Secretary for International Trade -- If 

Mr. Olmer's attendance is approved he would like to bring charts 
that he has prepared on steel figures.) 

Energy: 
Dep Sec W. Kenneth Davis 

CONFIDE TIAL 
July 15, 1983 

DEaMSIFIED 
8-3.4(b~ E.O. 12958, a amenfld Whfte~c:r~ Sept.r1,~ 

~,('.' NAFF . r OATE_.4-~J.L 
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0MB: 
Mr. William Schneider (Associate Director for National Security 

and International Affairs) 

CIA: 
Mr. William J. Casey 

USUN: 
Ambassador Jeane J. Kirkpatrick 

USTR: 
Ambassador William E. Brock 

CEA: 
Mr. William Niskanen (Council Member) 

White House: 
Mr. Edwin Meese III 
Mr. James A. Baker III 
Mr. Michael K. Deaver 
Judge William P. Clark 
Mr. Richard G. Darman 
Mr. Craig Fuller 
Mr. Robert C. McFarlane 
Admiral John M. Poindexter 

NSC: 
Colonel Michael O. Wheeler 
Mr. Norman Bailey 
Mr. Henry Nau 
M~....=R>~eba:r~ Pipes \r .. 

Approved ,,-- -,__ __ 
'1 

'~ 
As Amended 

Attached is a proposed seating plan for this meeting. (U) 

Attachment 
Seating Plan 

2 
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ME MORANDUM 

/ 
CO~FIDENTIAL· 

NATIONAL SECURITY COUNCIL 

July 9, 1982 

MEMORANDUM FOR JOHN M. POINDEXTER 

FROM: 

SUBJECT: 

MICHAEL O. WHEELER Mw 
Attendance List for NSC Meeting on 
US-EC Economic Relations 

The following is a suggested attendance list for the National 
Security Council Meeting which is scheduled for July 16 on 
US-EC Economic Relations: 

The President 

The Vice President 

State 

Treasury 

Defense 

Justice 

Commerce 

Energy 

USUN 

USTR 

0MB 

CIA 

JCS 
I ·, ,, ,..,______ ·. I : l 

White House: ·1 

Meese 
Baker 
Deaver 

. \ ._ -... 

CONF~D~ TIAL 

Review on July 9, 1983 

Wheeler 
Nau 
Bailey 
Pipes 

, I 
\· 

Approved ·-~ As Amended 
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Percent Increases in EC Steel Exports to the. U.S. 
Compared with Change in U.S. Domestic Shipments 
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Total Steel Imports from EC and Imports Covered 

by Cases - 1981 
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· Sample EC Steel Subsidies 

• Grants 

• Lovv Interest Loans 

• Deferral of Principal Repayment 
ori Loans 

• Equity Infusions by Governments 

• R & D Grants and Loans 



REQUEST FOR APPOINTMENTS 

To: Officer-in-charge 
Appointments Center 
Room 060, OEOB 

July 16 82 
Please admit the following appointments on __________________ , 19 __ _ 

The President White House 
for--------,-----------:----=-:-:-:-:-:-=-:::-;-------Of_· -----:------:------

(NA.MIi: OP'. """•ON TO ■ JC VIIIITll:OI (A.Gl:NC:Y) 

The Vice President 
Admiral Daniel J. Murphy 

State: 
Secretary George P. Schultz 

Treasury: 
Secretary Donald T. Regan 
Mr. Marc E. Leland 

OSD: 
Secretary Caspar W. · Weinberger 
Under Secretary Fred C. Ikie 

Justice: 

USUN: 
Amb Jeane J. Kirkpatrick 

USTR: 
Amb William .~. Brock 

CEA: 
Mr. William Niskanen 

White House: 
Mr. Edwin Meese III 
Mr. James A. Baker III 
Mr. Michael K. Deaver 
Judge William P. Clark 

Attorney General William French Smith 
· Mr. Robert C. McFarlane 

Admiral JohnGM. Poindexter 
Mr. Richarct . Darman 

Agriculture: 
Secretary John R. Block 

Commerce: 
Secretary Malcolm Baldrige 
Mr •. _Lionel Olmer 

Energy: 
Dep Sec W. Kenneth Davis 

0MB: 
Mr. William Schneider 

CIA: 
Mr. William J . Casey 

MEETING LOCATION 

Building West Wing White House 

Room No. Cabinet Room 

T. fM . 11:00 a.m. 1me o eetmg ________ _ 

OPD: Mr. Crai~ L. Fuller 
Mr. Ed Harper 

NSC: 
Colonel Michael O. Wheeler 
Mr. Norman Bailey 
Mr. Henry Nau· 

Requested by _....,__C.,:;;aur__.n........,J __._c_J.._.e_____..::v.._e .... l,_.a.._n......,d.,...__ __ _ 

Room No. 3 72 Telephone ___ 3...._n,...,4_4 ___ _ 
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