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MEMORANDUM 

NATIONAL SECURITY COUNCIL 

UNCLASSIFIED WITH 
SECRE~ -ATTACHMENT 

8E6RR , 
August 6, 1982 

MEMORANDUM FOR THE RECORD 

FROM: DONNA MOOR~ 

SUBJECT: Attached Papers 

The attached papers were used in a SIG meeting that took place 
onThursday August 5. The NSC meeting that followed the next day on 
the same subject, then used these papers for background. There 
was limited extra distribution and it was handled by the Treasury 
Department. 

Attachment 
As stated 

UNCLASSIFIED WITH 
BT ATTACHMENT 

SE:GR&T 

UNCLASSIFl==D UP(")N R"'i.U:WAl 
Of- .L I Cl::.. -~ 

\I'")()'-\\ 1,\ "~ 



~AL USE OliL~ 

USSR OIL AND GAS CONTROLS 

August 1, 1978 

( . Control 

j . 

Validated export licenses were required for petroleum and 
natural gas exploration and production equipnent and technical 
data. T}:le foreign direc.t product of u.s.-origin exploration 
and production data was also controlled, but only if the U.S. 
data was exported to the foreign producer on or after August 1, 
1978. 

Oil and gas cases were subject to thorough interagency review, 
with significant cases referred to the NSC. Licenses were 
generally granted for items that were· not controlled for 
national security purposes. 

Reason for Control 

Controls were imposed for Human Rights purposes. 

Representative List of Items Caught by Controls 

1. All equipnent related to off-shore floating or 
bottom-supported drilling and producing structures, 
including all gathering equipnent. 

2. Rotary type well drilling rigs and derricks. 

3. Parts, accessories, and equipnent for well drilling 
machines, including, but not limited to, drill bits, box 
and pin· tool joints, drill pipe, drill collars, rotary 
tables, and blow-out preventors. 

4. Petroleum gas-lift equipnent. 

5. Oil well and oil field pumps, including, but not limited 
to, high performance types of submersible or conventional 
pumping units. 

6. Wire line and down hole equipnent and accessories, 
including, _but not limited to, collars, stabilizers, 
mandrels, packers, multi-completion equipnent, gun 
perforators, and telemetry equipnent. 

7. Optical, electrical, or electtonic geophysical and mineral 
prospecting instrt.nents, including magnetic, gravity, 
seismic, borehole logging and high-resolution remote 
sensing equipnent. 

Controlled_ by: L.J. Brady 

'1'9R-"0PPICIAL"1lSJt OlU1Y 
y-\"'f' 
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8. Submersible pumps, drill . bits 

Foreign Availability 

I terns 1-5:. 

I tern 6: 
I tern 7: 

I tern 8: 

Control 

Foreign availability in U.K., France, and FRG but 
u. s. has lead 
Competitive foreign availability in France 
Foreign availability in France and FRG, but U.S. 
leads in magnetic, gravity, seismic, and high 
resolution remote sensing equipnent 

Virtual U.S. monopoly 

January 1980 

Immediate suspension of all Soviet licenses. A high level 
review (NSC) of the foreign policy and national security 
implications of this suspension was subsequently made. As a 
result of this review, it was decided that oil and gas 
equipnent exports would be reinstated on a case by case basis. 
There was, however, a presumption of denial for exports of 
technical data for the manufacture of oil and gas equipment in 
the Soviet Union. 

Reason for Control 

Soviet invasion of Afghanistan. 

Representative List of Items Caught by Controls 

No · changes were made in the scope of the August 1978 controls. 

Foreign Availability 

See Foreign Availability assessment for August 1, 1978 controls 

December 30, 1981 

Control 

The 1980 oil/gas controls were expanded to include equipnent 
and data for for the transportation, transmission, and refining 
for energy use. The intent of these controls was to cover 
equipnent for construction of the trans-Siberian pipeline. 

In a parallel action on December 30, 1981, processing of all 
license applications for exports to the USSR was suspended, 
although licenses that were already issued were not suspended 
or revoked. 
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Reason for Control · · 

The Soviet role in the imposition of martial law in Poland. 

Representative List of Additional 
I terns Caught by Controls 

1. Specially designed metal working machinery to produce oil 
and gas exploration and production equipment. 

2. Pipelayers 
3. Pipe wrappers 
4. Pipelines 
S. Filtration units 
6. Air 9r gas compressors 
7. Gas turbine engines 
8. Metering and mixing equipment 
9. Pipeline cleaning equipment 
10. Specialized land-based and seaborne petroreum and natural 

gas transportation equipment {includes tankers and 
petroleum transportation vehicles) 

11. Production and pipeline equipment designed for use in 
Arctic regions and the Polar Seas. 

12. Pipeline valves for oil and gas pipelines and high pressure 
steel hoses, . pipes, and connections. 

Foreign Availability 

·ttem 1: 

I tern 2:· 
Items 3-4: 

I tern 5: 
Item 6: 
I tern 7: 
I tern 9: 
Item 10 ·: 
I tern 11: 

I tern 12: 

I tern 13: 

Control 

Foreign availability in France and FRG, but u.s. 
has lead 
Competitive foreign availability in Japan 
Competitive foreign availability in France and 
Japan . 
Competitive in France 
Competitive in France, Italy, FRG 
Competitive in U.K., general Italy, France, FRG 
Competitive in France and O.K. 
Competitive in Japan and France 
Competitive in Japan, Korea, General' France, 
U.K., FRG, and Italy 
Foreign availability in France and FRG, but U.S. 
has lead 
Foreign availability in Italy, Japan, France, and 
U.K .. , but U.S. has lead 

June 22, 1982 

Amended controls on exports or oil and gas equipment and 
t .echnology to the Soviet Union to include equipment produced by 
U.S •. owned or controlled companies wherever doing business, as 
well as certain foreign produced products of U.S. technology 
not previously subject to controls. 

~li'.Fl CIA!il:1S!: C!5:r1 



( 

4 

Reason for Control · 

The USSR's continued role in the repression of the Polish 
people~ and the Administration's opposition to the construction 
of the Siberian pipeline due to its Western security 

. implications. 

Representative List of Items 
Caught by Amended Controls 

All items caught by previous oil and gas controls are covered 
by this extension. The purpose of the new extraterritorial 
controls is to increase the scope of control by including U.S. 
subsidiaries and licensees. This specifically includes foreign 
manufactured items from U. S. technology regardless of when the 
technology was exported from the U.S. 

Foreign Availability 

Through the mid 1970, the U.S. was the world leader in the 
production of oil/gas exploration, production, refining and 
transportation equipnent. During the 1970's, the proliferation 
of this technology from the U.S. to other industrialized 
countries resulted in the current foreign availability of this 
type of equipnent. Since the manufacture. of much of this 
equipnent is based on U.S. technology, our extraterritorial 
controls would embargo that equipnent from being exported from 

·the west to the USSR. 

58861 
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MEMORANDUM FOR 

SUBJECT 

OFFICE OF THE SECRETARY OF THE TREASURY 

WASHINGTON , D .C . 20220 

AUG 3 1982 

THE VICE PRESIDENT 
THE SECRETARY OF STATE 
THE SECRETARY OF DEFENSE 
THE SECRETARY OF AGRICULTURE 
THE SECRETARY OF COMMERCE 
THE DIRECTOR, OFFICE OF MANAGEMENT 

AND BUDGET 
CHAIRMAN, COUNCIL OF ECONOMIC ADV I SORS 
ASSISTANT TO THE PRESIDENT FOR 

NATIONAL SECURITY AFFAIRS 
ASSISTANT TO THE PRESIDENT FOR 

POLICY DEVELOPMENT 
UNITED STATES TRADE REPRESENTATIVE 
DIRECTOR OF CENTRAL INTELLIGENCE .. \' . : . 

Senior Interdepartmental Group on International 
Economic Policy (SIG-IEP) 

The agenda for the Thursday, August 5, SIG in the Roosevelt 
Room at 4:00 p.m. includes: 

(a) steel negotiations ·with the European Community, and · 

(b) pipeline sanctions. 

Attached are background pape_rs on the pipeline sanctions: 

(1) The history of sanctions against the Soviet Union, 
including those imposed during the Carter Administration. 
The history shows the coverage of current sanctions. 

(2) An analysis of the impact of sanctions on construction 
of the pipeline. It discusses the Soviets' ability to meet 
schedules for delivery to Western Europe and to meet construction 
schedules. 

(3) Alternative energy sources for Europe. The paper 
reports on the status of the Buckley Group work to date in 
considering European alternatives to dependence on Soviet gas. · 

Dl!CLASSIFIED 

NlAA /Y) I 33 5' ,,t 3 

BY J _ NARA DATEro/4s/o~ 

~ Classified ~Y Ms Le] and 
D Declasiity · ~ Rev1-,w for 
Declassification on 9 0/0 8,'0 l 
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(4} Legal ·analysis of issues raised by sanctions. The 
paper reviews the legal basis of sanctions and indicates legal 
challenges are likely. 

Attendance is limited to principals (or designees) and 
those invited by the Chairman to make a presentation. 

MELeland C.ls:;I!icd t,y ________ _ 

D c~~::.:~}y ~ 11evle ·:✓ fer 
Declassification on 8 / 3 / 8 8 



PROSPECTS FOR THE SOVIET NATURAL GAS EXPORT PROJECT 

ISSUES AND ANSWERS · 

An examination of the impact of us sarrctions on the Soviet 
Union's gas export pipeline and the Soviet economy must address 
four separable issues: 

o Can the Soviet Union meet its obligations to deliver 
increased volumes of natural gas to West European buyers 
beginning in the last quarter of 1984? 

o Can the Soviet Union commission the Urengoy-to-Uzhgorod 
export pipeline in late 1984, thus flaunting its ability 
to carry through the project despite us sanctions? 

o Can the Soviet Union complete the export pipeline with the 
planned array of equipment and meet designed performance 
goals by late 1984? · 

o How will the mobilization of resources to counteract the US 
sanctions affect the Soviet economy? 

We believe that: 

0 

0 

0 

0 

The Soviets can meet schedules for . gas delivery to Western 
Europe. 

The Soviets- will be able to commission the export pipeline 
and start pumpipg gas through it, albeit not at the 
designed level of throughput, by late 1984. 

The Soviets will not be able to fully equip the export 
pipeline and bring it to full-bore operation by the end 
of 1984. But the impact of the US sanctions on this 
result is difficult to assess, because the usual delays 
in Soviet execution of major pipeline projects would 
probably have retarded full completion to 1986 even 
if the United States had not imposed sanctions. 

If the· USSR ts able to acquire Western compressor equipment, 
the effect of the US sanctions on the Soviet economy will 
be negligible. Should US sanctions force the Soviet 
Union to rely entirely· on domestic compressor equipment, 
the USSR could lose roughiy 30 BCM of gas production in 
the mid-1980s. 

-DECLASSIFIED 
NLRR ___ &.u..t..;;...31~:S-_tl-=· __ 4 __ _ 

BY ____ ~ ____ -_' NARA, DATE __ 3-1-/-cz .... ,/o .... x_ 

1 
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' RANGE OF OPTIONS OPEN TO THE SOVIET UNION 

Moscow has a range of options available to meet its gas 
delivery commitments to Western Europe under the contracts 
recently negotiated or still under negotiation. 

o Alternative sources of equipment.--Moscow can try to co~vince 
Western suppliers to deliver the equipment now on order, 
equip the pipeline with Soviet turbine-compressors, or . 
work out a combination of these optio~s. 

o Alternative types of equipment.-The Soviets can stick to 
their plan for powering compressor stations with gas 
turbines, turn to other power sources such as electric 
motors, or use different types of equipment on different 
parts of the pipeline. 

o Use of other pipelines.--Moscow can try to supply all of the 
gas called for under the new contracts with West European 
purchasers through the export pipeline, use excess capacity 
in the existing gas transmission system, or supply some or 
all through other new pipelines in the rapidly expanding 
trunkline system carrying gas from the huge Urengoy field 
·to the western USSR. 

0 Adjustment of gas delivery schedules.--west European gas 
requirements through 1987 are likely to fall well below 
the full volume specified in the contracts. Moscow 
therefore may be able to adjust the phasing-in of gas 
deliveries to some or all of the West European customers. 
(The West Germans have already approached the Soviets 
about postponing full delivery from 1987 to 1988.) 
Such adjustments would in turn permit the stretching out 
of equipment delivery and installation schedules. 

I 
DELIVERING THE GAS 

The am6unt of gas to be delivered and the sched~le for phasing
in the deliveries are obvious considerations in judging Moscow's 
ability to supply g~s to its West European customers under the new 
contracts. At this time, both of these variables are still 
uncertain and must be estimated. The nominal maximum offtake 
specified in the contracts with West German (including West 
Berlin), French, and Aust~ian buyers totals 21 billion cubic 
meters (BCM) per year. Italy may sign for as much as 8 BCM per 
year, bringing the total delivery tequirement close to the 
throughput capacity of the export pipeline when fully-powered-29 

~scM after allowance for compressor station consumption of gas. 
But the contracts provide for periodic negotiation of the specific 
offtake, which may be set below ·the nominal maximum by agreed 
percentages. Thus, the Soviet obligation to deliver-if Italy 

2 
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. 
signs--could be as high as 29 BCM per year or as low as 22 BCM per 
year. Without Italy, the obligation could range between 21 BCM 
per year and 15 BCM per year •. Depending on West Buropean gas 
demand in the late 1980s, therefore, equipment capacity to provide 
maximum throughput in the expor~ pipeline may or .,1ay not be 
needed. Although we do not know the details of the West European 
gas purchase contracts, we believe that they provide for a gradual 
phasing-in of deliveries, with maximum volume tc he available by 
1987. 

Moscow will most probably seek to meet its delivery commitments 
beginning in late 1984 by: 

o Using existing pipeline capacity in the Soviet Union and 
Eastern Europe to export additional gas at an annual rate 
of up to 6 BCM beginning in late 1984. 

o Delivering gas through the export pipeline at an annual rate of 
about 16 BCM beginning in late 1984 by acquiring turbines 

0 

0 

built in Western Europe incorporating the 20 or so GE-made rotor 
sets alr~ady in Europe. · 

Adding turbines built with the 40 rotor sets contracted for 
by the Soviets from Alsthom-Atlantique in November 1981 to 
boost throughput on the export pipeline to about four-fifths of 
maximum (forgoing standby capacity) and, in conjunction 
with the use of excess capacity in other pipelines, be in 
a position to supply maximum contracted deliveries by 1987. 

Accelerating completion of the pipeline by supplementing 
available Western equipment with Soviet turbines and 
compressors diverted from construction of domestic pipelines. 

o Alternatively, if it fails to engage West European cooperation 
in ~iolating the spirit of the US s~nctions, Moscow would 
rely on compressor equipment diverted from new domestic pipeline 
construction, and might even extend one of the large domestic 
pipelines to Uzhgorod. 

Thus Moscow should be able to meet its ooligation for initial 
deliveries of gas to Western Europe in late 1984 and supply full 
volume in 1987 if called upon to do so by the purchasers. 
Acquisition of the full array of Western equipment ordered for the 
export pipeline would, of course, permit more economical use of 
the invested capital. It would also obviate delays in the growth 
of domestic gas production and utilization that would occur if 
extensive use of Soviet-ouilt compressor-station equipment is 
required for the export pipeline. 

I 

3 
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COMMISSIONING THE EXPORT PIPELINE 

Now that the export pipeline project has become an even more 
important political objective •for the Soviets, we expect that they 
will install sufficient equipment to permit a symbolic 
commissioning of the pipeline in late 1984. Pipe is available, 
and pipelaying and testing should be completed before the last 
quarter of 1984. Although the pipeline might at that time be 
equipped with only a fracti6n of the compressor power originally 
ordered from Western suppliers and the elaborate central control 
system might not be operational, the pipeline could function. An 
essential consideration underlying this judgment is the non-linear 
relation between gas throughput and compressor power on large gas 
pipelines. For example, one third of planned compressor power on 
line will deliver about two-thirds of planned throughput. 

A related factor affecting Soviet options is the considerable 
redundancy in compressor equipment ordered for the pipeline. When 
the Soviets originally planned the compressor stations for the 
export pipeline, they were contemplating construction of two 
strands of pipe. Each of the 40 line stations was designed, 
therefo~e, to accomodate 5 of the 25-megawatt (MW) GE Frame V gas 
turbines and associated compressor equipment. For the first 
strand of the export pipeline, (the one now under construction), 
three Frame V turbines were ordered for each station--2 to run on 
line and 1 as a standby unit. Later, should a second strand of 
pipe be laid, the standby unit would be available for use on 
either -strand. Thus, of the 120 Frame V turbines on order for , the 
one pipeline being built, 80 are for on-line operation and 40 ace 
for standby. In the initial stages of operation, the Soviets 
might forgo having standby units in some compressor stations, thus 
making available for on-line operation a larger share of the 
available compressor equipment and raising the attainable 
throughput of the pipeline. We believe that Moscow will maintain 
standby units in some compressor stations-especially at the 
relatively inaccessible sites in West Siberia. The Soviets m~y 
also reduce the number of compressor stations to be constructed by 
1984. Construction resources and equipment could be marshalled to 
ensure minimal operation of the pipeline by late 1984. Later, as 
additional equipment becomes available, the intermediate 
compressor stations could be added and desired standby units could 
be installed. A staged buildup of compressor stations and 
compressor-station equipment is feasible and is common practice on 
Western pipelines. 

COMPLETING THE EXPORT PIPELINE 

~ . Discussion of 'delay' requires a benchmark from which to 
measure the delay. The West European turbine builders think in 
terms of their contractual delivery dates; the Soviets, in terms 
of the late 1984 date of planned completion-which has been given 
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added ~rominence by Moscow's propaganda campaign since the 
imposition of the US sanctions. A more realistic benchmark for 
the full equipping of the pipeline with all planned equipment 
might be in 1986, the date we considered likely before the 
imposition of the US embargo. However, because of the political 
significance attached by the Soviets to the 1984 target, we adopt 
1984 as the benchmark from which delay is to be measured in the 
following discussion. 

The Soviets ordered the 120 Frame V turbines for delivery by 
the fall of 1983 to allow time for shipment to site, installation, 
and testing before the final quarter of 1984. Before the December 
1981 embargo order, General Electric had shipp~d 20 or so Frame V 
rotor sets to its West European manufacturing associates which 
held orders to supply Frame V turQines for the Soviet export 
pipeline. 

If the US embargo were to be lifted before the_ Soviets complete 
alternative plans for equipping the pipeline (and if-as is 
likely- the Soviets agree to stretching out the equipment 
delivery schedule iri order to obtain Frame V turbines with GE 
rotors), about 20 units could be shipped to the Soviet Union by 
early 1983, but the remainder of the order (about 100) would be 
delayed for about .a year. General Electric would have to 
reschedule and resume production of the r~tor sets. The delay to 
full completion of the pipeline would be abo 11t i year (to late 
1985). In the interim, however, fulfillment ~ ,as delivery 
contracts and operation of the export pipeline a : less than full 
capacity would be possible. 

If the US embargo continuei past a point of no return at which 
the Soviets--possibly together with the West European equipment 
manufacturers-firmly adopt alternative plans for compressor
station design and equipment supply, delays to full completion of 
the pipeline could range up to 3 years (to late 1987). 
Nonetheless, the USSR could fulfill its gas delivery contracts and 
operate the export pipeline at less than full capacity. 

IMPACT ON THE SOVIET ECONOMY 

Any reduction in the availability of Western compressor 
equipment will have some impact on Soviet gas production because 
shortage of this equipment has· been a major bottleneck in the gas 
industry. The diversion of Soviet-made equipment from 
installation in compressor stations on the domestic gas 
transmission system would increase the real cost of the export 
pipeline project to the Soviet economy and 1would decrease the 
reliability of the export pipeline. I .n the extreme case--denial 
of all.· Western compressor equipment coupled with a crash S~viet 

_effort on the- export pipeline-the USSR could lose roughly 30 BCM 
-of gas production in 1985 because of reduced com~ressor power on 
the new domestic transmission lines. The forgone production would 
represent about 5 percent of planned output of gas in 1985 and 

5 
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l~ss than 2 percent of planned energy production. Thls shortfall 
may, however, overstate the effect on the Soviet economy because 
(a) the USSR is likely to obtain some Western compressor equipment 
by the means suggested above and (b) be~ow-plan economic 
performance is curtailing growth in domestic energy demand. 

Moscow clearly would prefer to avoid whatever disruption in 
domestic energy plans would result from diversion of equipment 
from domestic gas transmission to use of the export pipeline. 
Some of the increase in supply of Urengoy gas to the domestic 
economy is needed to offset declining gas availability from the 
older Ukraine and Caucasus gas fields. If necessary, however, the 
Soviets would accept the costs entailed in order to ensure the 
expected hard currency revenues from the new gas sales beginning 
in 1984 • . Facing a tight supply of energy in the mid-1980s, Moscow 
might be forced to reduce delivery of fuels to Eastern Europe more 
rapidly than it now deems politically feasible. It would also 
have to make internal adjustments in planned gas consumption that 
could: 

o Curb efforts to substitute gas for oil and coal. 

o Reduce industrial efficiency, especially in metals and 
petrochemicals. 

o Intensify competition between sectors of the economy for 
scarce resources. 

6 



Western Participation in the Siberian Pipeline 
Orders of Western equipnent for the pipeline now total about $4.3 billion, of 

.nich ninety percent is fran France, Italy, the United Kingdan, and West Gennany. 
In addition, the_t.BSRwill irrport substantial arounts of large-diarmter pipe, ITllinly · ~ 

fran Japan and West Gennany. The total cost t>f Western equipnent and pipe for the 

pipeline is expec~ed _to be $7-$8 billion. y 
Siberia-to-western Europe Gas Pipeline: Financing Offers1 

Loan3 
Interest ·Grace 

.Armunt Rate Period Maturity 
(in years) ( in years) 

West Gennany2 Hennes governnent- $500 mi 11 ion 7 .896 3 , 11 
guaranteed credit 

AKA supp 1 i er $930 mi 11 ion 9.~ 3 4 
credit 

France Govermlent-backed $1.8 billion 7. 7'ffl6 5 8.5 
export credit 

( Bank credit $140 mi 11 ion N.A. N.A. N.A. 

Netherlands Bank consortill11 $1.1 billion 7 .896 3 3 

Italy Supplier credit $3.3 billion 7 .896 3 8 
I 

U.K. 4 ECID governnent- $450 mi Ilion N.A. N.A. N.A. 
guaranteed 
supplier credit 

Belgill11 Export credit $500 million 8.~. N.A. . 10 

Japan Mixture of loan $3 billion 7.8% N.A. 8 
guarantees and 
EKIM Bank credits 

1 Offers of financing exceed expected hard currency costs of the pipeline. Credits 
will be used only to the extent that orders for pipeline equipnent are placed in the 
~ountry offering the financing. 

Excluding credits for large-diameter pipe which are to be financed separetly under 
JMUal pipe order·s. 

Credit lines are to cover 85 percent of the value of Western contracts. 
4 ~ile terms are not known they prestJTBbly are similar to those offered by other 
( ?rn countries. 
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Siberia-to-Western Europe Natural Gas Pipeline* 

"Including provisional routes of transit lines through 
Czechoslovakia and Hungary to West Germany, Austria, and Italy. 

I 1 "' "'\ .,.• 

The Pipeline at a Glance 

Lencthr 
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()peratlnc Pra11urer TS atmo1phere1 

Compre11or Statlon1r 41 (40 with 3 t5-MW r•• turbine• 
eoq,re11or1 each; 1 with 5 10-MW i•• 
turblne-eampre11or1) 

Total Co1tr $22 billion ($1 billion ln hard currency) 
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Alternative Energy Group 

Over the past few months, James Buckley has been 
chairing a senior interagency group to review do~estic and 
international actions which would facilitate the development of 
energy alternatives to Soviet gas in Europe and Japan. The 
effort has focussed initially on actions the U.S. could take to 
enhance our credibility as a reliable and long term energy 
supplier. · 

The U.S. has sufficient reserves to meet its own needs 
while contributing significant amounts to Europe and Japan as 
well. On numerous occasions, U.S. representatives have been 
asked what measures are being taken that will allow increased 
and more competitive exports ~f U.S. energy. 

However, there are a number of bottlenecks which are 
prohibiting full development of u.s. export capability. Over
coming these obstacles in a way which is consistent with the 
Administration's primary energy objective of non-interference 
in· energy mar~ets is a doable, desirable and timely goal. 

On the domestic _front, the group is reviewing a number 
of possible policy initiatives includinga · 

1) lifting the ban on Alaskan oil expor~• to Japan: 

2) Means to facilitate u.s. coal exports: and 

3) Action to phase-in full decontrol of all natural gas 
prices by 1985. 

The next ~eeting of the Buckley Group on August 4 will 
review these and other issues -- the goal being to make recom
aendations for Cabinet level (probably NSC) consideration. 
Some of the issues being considered are politically difficult: 
and while a program can be agreed upon in principle, it is un
likely that the President will be in a position to announce 
such an effort until after the fall elections. 
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Having assessed domestic possibilities, the Alternative 
Energy Group will then focus on overcoming obstacles to inter
national alternatives. Evan Galbraith, 8.S. Ambassador to 
France, has been ~oni toring progress . i_n accelerating North Sea 
development. Papers have been prepared on European gas pro~ 
jections and the role of alternatives (with and without 
Siberian gas). In addition, there are preliminacy papers on 
North Sea, Middle East and North African alternatives which 
review: 1) economics, 2) obstacles, and 3) possible U.S. 
actions to stimulate developcent. The international side of 
the Buckiey Group effort is expected to be completed by early 
October. 

Positive action on energy will reduce tensions with our 
allies, be psychologically and symbolically i~portant in our 
drive to reduce Soviet influence in European energy markets, 
benefit U.S. business, increase e.t1ployment, and in the long 
run, enhance overall Western energy security. 

S~RET 
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• ·Energy Scenarios 

Although West European demand for gas has softened in 
recent years, the falloff is expected to bottom out this · 
year and demand to revive as economic recovery begins • 

• 

M 

. 
1. · We estimate that demand for gas in Western Europe 

will increase from about 3.6 milliQn barrels 
per day oil equivalent (b/doe) in 1980 to about 
4.1 million b/doe in 1990 and to 4.5-5.0 million 
b/doe by the year 2000. 

2. · As domestic West European supplies of gas are depleted 
or shut in, the .import dependence of the region 
will rise -- from 13 percent currently to about 
50 percent by the turn of the century • 

3. Provided some new deliveries of ·Soviet gas begin - · 
in the late 1980s.,· West European countries 
expect to be able- to meet projected demand through 
1990 from·supplies they have·already lined up. 

Y,est Germany and France have signed contracts, 
including those for Soviet gas, that will 
probably give them access to more gas than they 
will use in ·the 1980s. · 

- :rtal.y is expected soon to finalize negotiations 
with Al.geria and the Soviet Onion to fulfill . 
gas requirements for the 1980s. 

4. For the 1990s, however, West European countries 
will have to line up new supplies 0£ ·1.2 to 1.3 
million b/doe. 

- D j 
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S. The Soviets are anxious to increase gas exports to 
Western Europe and, with the completion of the Siberian 
gas pipeline, could mo.re than double current sales 

-

U) 
~· 

~ 

« ~ 0::: 
_J z . 

► m . 

by 1990. 

-- The Soviet Union is currently delivering about 
·430, 000 b/doe of gas to Western Europe. . 

Total Soviet gas exports to Western Europe 
in the late 1980s could be about 900,000 b/doe, 
about 25 percent of West European gas requirements 
and 3 percent of total energy needs. 

This analysis ·is'a '. surnrnary of European gas demand and alternatives 
. ':)repa.red for the ·suckl.ey_:Cne.rgy Group.- on 22 Ju~~~8-2. · -rt· is- based 
on the -~xtensive work done by the CIA on this issue over the last 
few months. 
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If the West Europeans were to forego increases in 
Soviet gas deliveries because of sanctions or 

· unforeseen· politica1 evnets, they could technically 
balance supply and demand through the decade. However, 
the economic and political decisions necessary to 
bring about this combination of events would 
require a major reversal of existing policies. 

. 
Increased production of Dutch gas would be needed. 

-- Development of Norway's· Sleipner field would 
have to be accelerated. 

Domestic production in France, West Germany, 
and Italy would have to be sustained or increased 

. ·. from present. levels. 

-- Gas consumption would probably have to fall below · 
present expectations. 

Alternatives -------· 

Maximizing non-Soviet supplies- in the 1990s will depend 
on We.stern Europe's · assessment of the relative costs of 
alternative gas supplies and their concerns over security 
and diversification of ·supplies. 

1.: Norwegian· gas offers a secure but costly alternative ___ _ 
to Soviet gas in the 1990s. Norway could supply 
an add.it,iona·l. 670,000 to 830,000 b/d oil. equivalent, · 
which would cover the bulk of the increase projected 
for w·est European demand in the 19 9 Os. 

Deliveries from the Block 31/2 (Troll) field 
in the North Sea could. reach 500,000 to 670,000 
b/d oil. equivalent by the mi4-1990s. New 
technologies·_ must be developed to exploit the 
field, which . lies in very deep water and contains 
a thin oil ·1ayer that could delay development; 
It will. cost more than $10-15 billion to develop 
and deliver 500,000. b/doe of gas directly to 
the continent. 

Another area for potentia1 development is the 
Tromsa area off the northern coa~t of Norway. 
Recent discoveries indicate a large reserve 
potential, but simultaneous development of 
Tromsa and Troll. is'unlikely. 

. 
Norway's Sleipner area -- with reserves of about 
8 trillion cubic feet -- offers the greatest 
potential for development in the near term. 
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2. The United Kingdom is not likely to become a net 
exporter of gas, but could play a key role in a gas 
swap arrangement . with Norway • . 

If such a triangular deal could be arranged 
with Norwegian gas from Sleipner going to the 
UK in exchange for UK gas to the continent, 
170,000 to 250,000 b/d oil equivalen.t could· 
be delivered in the early 1990s. 

Development and pipeline construction costs 
could total about $6 billion. 

3. West European importers' most reliable and economical 
source of additional gas would be the Uetherlands, 
currently Western Europe's largest gas supplier. . . . 

pnl.ess the current .conservation policies of the 
Hague change, however, the amount of Dutch gas 
available for export in the late 1990s will dwindle 
to less than. one-fourth its present volume.· · 

. 
- Fa1Iing gas sales and Dutch needs for funds are 

pressing the Hague to reconsider its export 
policies; at most; the ~utch probably could 
increase sales by about 150,000 b/d oil 
equivalent for ·a few years. 

- Some o.utch officials· have· expressed a willingness · 
to provide mora ·gas in the near term if they could 
obtain gas from other countries later: discussions 
between high ~evel Dutch and Nozwegian officials 
on such an arrangement are underway but the speed 
of progress in negotiations will depend on 
political factors in each country. 

' . 

· 4. · Gas production on the European continent is expected 
·to . decline over the next two· decades. Intensified 
exploratocy drilling, particularly in Italy, might 
slow the expected. decline but probably will not yield 

. large additional. supplies f:ro Europe. 

5. West European imports of LNG from Nigeria, Cameroon, 
Qat·ar, or other sources cou1d total. 150,000 b/d oil. 
equivalent but would be vecy costly and pose security 
risks. 

Nigeria's Bonny LNG project will probably be 
--.... rest~ctured at half the original size but will 

not be complete until the early 1990s. 

-- Qatar could supply sizable quantities of gas in 
the mid to late 1990s but transpo~tation costs 

_would be very high. 

,., -•= ~ 
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6. Gas imports from North Africa or the Middle East 
via pipeline could offer ·a more economical 
alternative . than LNG imports, but may be politically 
undesirable. 

Additional gas could be delivered through existing 
pipelines from Algeria to Italy, and up to 
250,000 b/doe through~ new pipeline to Spain. 

The proposed Iranian gas pipeline to Europe via 
Turkey, while feasible, · would take at least 
five years to complete and could pose serious 
security risk·s. 

Other proposed pipelines from the Middle East 
are under co~sideration but they are likely 
to be costly and politically d.ifficu1t. 

7. US coal could provide some additional energy__supplies 
to Western Europe by 1990 bu-t volumes are likely 
to- be small.. 

Western Europe already has a..-nhitious plans to use 
coal ·and would need to expand coal handling 
capabilities even further. 

Some type of subsidy would probably be needed 
to encourage greater use of coal in industry. 

- ~- DeI~very·of LNG from Alaska by n~clear powered 
suhma..rine has been proposed • 

( 

. cost. estimates -by General Dynamics are optimistic: 
the delivered price of gas would probably be 
in excess of $i per million btu. 

The project would require the Europeans to build 
several new LNG import terminals at a cost of 
$90_0 million each. 

Energy Security 
. . 

Although steps are being taken to expand gas storage 
capacity in Western · Europe, growing dependence on imported 
gas in t~e late 1980s will increase vulnerabil~ty to disruptions. 

1. By 1990, ·gas supplies subject to disruption (from 
·Algeria, Libya, and the ·soviet Union) could supply 
almost 40 percent o~ overall gas demand in Western 
Europe and an even higher percentage in France 
and Italy. 
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2. The seasonal nature of gas demand will tend to 
magnify the potential impact of a disruption. 

3. Potential Dutch surge capacity over. existing 
production levels is estimated to be 1.7 million 
b/doe, sustainable· for one year. · 

-
Plans call for gas storage capacity to Qe increased 
more than SO percent by the mid 1980s. • 

-- Current storage capacity is the equivalent 
of onl.y 35 days average 1981 consumption • 

. 
Much of the storage capacity will be required 
to meet peak seasonal demand. 

5. The IEA has ·undertake~ a de~ailed study of gas 
seCU+ity including ass.e.ssment of· storage capacity 
and the flexibility of the gas grid. 

I o 

• 

Visuals: 

European G'as Supplies· with Siberian Gas · 
European Gas Supplies wi·thout Siberian Gas 
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• . I, Overview of European Gas Demand and Alternatives 
· . --.: · · to Siberian Gas (see atta·ched visuals) * 
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• 
·Energy Scenarios 

Although West European demand for gas .has softened in 
recent years, the falloff is expected to bottom out this · 
year and demand to revive as economic recovery begins • . 

-1. We estimate that demand for gas in Western Europe 
will increase from about 3.6 milli0n barrels 
per day oil equivalent (b/doe) in 1980 to about 
4.1 million b/doe in 1990 and to 4.5-5.0 million 
b/doa by ·the year 2000. 

2. · As domestic West European supplies of gas are depleted 

• 
3. 

. _ . .... 

This a 
.::,repa.red 
on the-~ 
few months. 

or shut in, the . import dependence of the region ·: 
will rise~- from 13 percent currently to a.bout 
50 percent by the turn of the century • 

Provided some new deliveries of Soviet gas begin-· 
in the late 1980s.,· West European countries 
expect to be. able- to. .meet projected demand through 
1990 from ' supplies they have'already lined up • .. 

West Germany and France have signed contracts, 
including thos.e for Soviet gas, that will 
probably give them access to more gas than they 
will use in ·the 1980s. 

Ital.y i ·s expected . soon to finalize negotiations -
with A.l.geria and the Soviet Union to fulfill.. · 
gas requirements for the 1980s. 

For the 1990s, however, West European countries 
will have to line up new supplies 0£ ·1.2 to 1.3 
million b/doe. 

The Soviets are anxious to increase gas exports to 
Weste·rn Europe and, with the completion of the Siberian 
gas pipeline, could mo.re than double current sales 
by 1990. 

-- The Soviet Union is currently delivering about 
430,000 · b/doe of gas t<?, Western Europe. . 

Total Soviet gas exports to Western Europe 
in :the late 1980s could be about 900,000 b/doe, 
about 25 percent of West European gas requirements 
and 3 percent of total energy needs. 

gas demand and alternatives 
22 ·'-Tu~,:.lJ~. · -:rt i-s- based 

on this issue over the last 
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If the West Europeans were to forego increases in 
Soviet gas deliveries because of sanctions or 

· unforeseen·political evnets, they could technically 
balance supply and demand through the decade. However, 
the economic and political d~cisions necessary to 
bring about this coµtbination of events would 
require a major reversal of existing policies. 

. 
Increased production of Dutch gas would be needed. 

--· D~velopment of Norway•s· Sleipner field would 
have to be accelerated. 

Domestic production in France, West Germany, 
and Italy would have to be sustained or increased 

. • . from present. levels. · 

.-- Gas consumption would probably have to fal.l. below· 
present expectations. 

Alternatives ---·--· 
. Maximizing non-Soviet supplies in the 1990s will: depend 

on We.stern Europe's · assessment of the relative costs of 
alternative gas supplies and their concerns over s~curi.ty · 
and diversification of ·supplies.-

!..: No~egian· gas offers a _secure but costly al~e~~t_i_y~----
to Soviet gas in the 1990s. Norway could supply 
an additional. 670,000 to 830,000 b/d oil. equivalent, · 
which would cover the bulk of the increase projected 
· for trest European demand in . the 1990s. 

Deliveries .from the Block 31/2 (Troll) field 
in the North Sea could. reach 500,000 to 670,000 
b/d oil equivalent by the mid-1990s. New 
technologies·_ must be developed to exploit the 
field, which.lies in very ·deep water and contains 
a tiµn oil. ·1ayer that co'uld delay development. · 
It will. cost more than $10-15 billion to develop 
and deliver 500,000· b/doe· of .gas directly to 
the continent. 

Another area for potentia1 development is the 
Tromsa area off the northern coa~t of Norway. 
Recent discoveries indicate a large reserve 
potential, but simultaneous development of 
Tromsa and Troll. is'unlikely • 

. 
Norway's Sleipner area -- with reserves of about 
8 trillion cubic feet -- offers the greatest 
potential for development in the near term. 
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2. The United Kingdom is not likely to become a net 
exporter of gas, but could play a key role in a gas 
swap arrangement . with Norway • . 

-- If such a triangular deal could be arranged 
with Norw-egian gas from Sleipner going to the 
UK in exchange for UK gas to the continent, 
170,000 to 250,000 b/d oil equiva1ent could 
be delivered in the early 1990s. 

Development and pipeline construction costs 
could total about $6 billion. 

3. West European importers' most reliable and economical 
source of add.i tional gas would be the :netherlands, 
cu.:r:rently Western Europe's largest gas supplier. . . . 

~nl.ess the current .conservation policies of .the 
Hague change, however, the amount of Dutch gas 

_available for export in the late 1990s will dwindle 
to less than. one-fourth its present volume.· · 

. 
. - Fa1Iing gas sales and Dutch needs for funds are 

pressing the Hague to reconsider its export 
policies; at mo.st; the ~utch probably could 
increase sales by about 150,00d b/d oil 
equivalen.t for ·. a few yea.rs. 

Some Dutch officials· have· expressed a willingness · 
to . provide- mora · gas- in the near term if they could 
obtain gas from other countries later; discussions 
between high ~evel Dutch and Norwegian officials 
on sucll an arrangement are underway but the speed 
of progress in negotiations will depend on 
political factors in each country. 

· -t. · Gas production on the European continent is expected 
'to . decline over the next two-decades. Intensified 
exploratory drilling, particularly in Italy, might 
slow the expected. decline but probably will not yield 

. large additional. supplies fro E~rope. 

5. West European imports of LNG from Nigeria, Cameroon, 
Qat·ar, or_ other sources could · total. 150,000 b/d oil. 
equivalent but would be vecy costly and pose security 
risks. 

Nigeria's Bonny LNG project will probably be 
.- --.. restructured at half the original size but will . 

not be complete until the early 1990s. 

Qatar could supply sizable quantities of gas in 
the J;Ilid to late 1990s but transpo~tati9n costs 

_would be very high. 
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6. Gas imports from North Africa or the Middle East 
via pipelipe could offer ·a more economical 
alternative . than LNG imports, but may be politically 
undesirable. 

Additional gas could be delivered through existing 
pipelines . from Algeria to Italy, and up to 
250,000 b/doe through~ new pipeline to Spain. 

The proposed Iranian gas pipeline to Europe via 
Turkey, while feasible,·would take at least 
five years to complete and could pose serious 
security risk·s. 

Other proposed pipelines from the Middle East 
are under copsideration but they are likely 
to be costly and politically difficult. 

7. US coal could provide some additional energy_supplies 
to Western Europe by 1990 bu·t volumes are likely 
to- be smal1. 

Western Europe a1ready has a.ilbitious plans to use 
coal · and would need to expand·· coal handling 
~apaJ::,ilities ~ven further. 

.. . 

Some type of subsidy would probably be needed 
to encourage greater use of coal in industry. 

~- Delivery·of LNG from Alaska by n~clear powered 
s-uhma..rine has been proposed. · 

4 

. Cost estimates -by General Dynamics are optimistic; 
the delivered pri_ce of gas would probably be 
in excess of $7 per million btu. 

The project would require the Europeans to build 
several new LNG import terminals at a cost of 
$ 9,0_0 million each. 

Energy Security 
. . 

Although .steps are being taken to expand gas storage 
capacity in Western · Europe, growing dependence on imported 
gas in tl)e late 1980s will increase vulnerabil;ity to disruptions. 

1. By 1990, gas supplies subject to disruption (from 
·Algeria, Libya, and .the ·soviet Union} could supply 
almost 40 percent of overall gas demand in Western 
Europe and an even higher percentage in France 
and Italy. 
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2. The seasonal nature of gas demand will tend to 
magnify the potential impact of a disruption. 

3. Potential Dutch surge capacity over.existing 
production levels is estimated to be 1.7 million 
b/doe, sustainable for one year. · 

-
Plans call for gas storage capacity to be increased 
more ·than 50 percent by the mid 198.0s. . · 

Current storage capacity is the equivalent 
of only 35 days average 1981 consumption. 

Much of the storage capacity will be required 
to meet peak seasonal demand. 

5. The IEA has ·undertake~ a de~ailed study of gas 
secu;-ity including ass.e.ssment of· storage capacity 
and the flexibility of the gas grid. 

' . 

Visuals: 

· - European Gas Supplie!rwi:th Siberian Gas· 
- European Gas Supplies witno·ut Siberian Gas · · -
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SUBJECT: Assessment of Legal Implications of an Extension ot 
Export Controls 

· Attached for your information is a joint State, Defense, 
Treasury, Commerce paper assessing the legal in1plic~tions of the 
proposed extension of export controls with res~ect to tne Soviet 
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INTRODUCTION 

February 13, 1982 

Assessment of Legal Implications of 
Proposed Extension of Export Controls 

This memorandum discusses legal issues raised by pro

posal~ ·to amend U.S. export control regulations with res

pect to oil and gas production and transmission goods and 

technology. The proposals call for the extension of the 

December 30 sanctions against the Sovjet Union so as to 

assert control: 

-- over foreign subsidiaries of U.S. firms ("foreign 

subsidiaries"): and 

-~ over foreign products of U.S. oil and gas technology 
. . 

exported before December 30, 1981 ("technology products"). 

This memorandum considers domestic statutory authority 

for the proposed new controls: conflicts with foreign juris

dictions posed by any such _controls: the ranqe of possible 

foreign government responses: and the risks of litigation in 
. 

U.S. courts. The con~lusions reached on the basis of a re-

view of the Export Administration Act of 1979, as amended, 

' -

5~ u.s.c.A. app. S 2401 ~ !!S.:. ("the EAA"), of pertinent 

foreign laws, and of related regulations and legal principles 

are shared by the General Counsels of the Departme~ts of 

Commerce, Defense and Treasury and the Legal Adviser of the 

S~T 
RDS~3/89 

By 
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Department of State. The analysis in this memorandum 

draws heavily from an earlier study prepared under 

direction of the General Counsel of th~ Department of 

Commerce. 

CONCLUSIONS 

Our genel'al conclusions are as follows: 

_ _;__ ____ ?.D.~Cl.t..D--~-----------:-----'------------
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I. Domestic Statutory Authority 

A. General Background - The EAA is the basic authority 

for U.S. export controls on goods or technology. The EAA 

authorizes controls on exports of •[goods or technology] 

subjec; t~ the jurisdiction cf the United Sta-te·s or exported 

by any person subject to the jurisdiction cf the United States," 

where the controls are necessary for U.S. national security or 

foreign policy purposes. 

EAA controls typically involve a legal re.quirement that 

an exporter obtain a validated export ·license from the Commerc~_ 

Department before exporting particular types of commodities or 

te.chnical data from the Unite~ States to particular foreign 

destinations. The Executive Branch has legal discretion to 

grant or deny such licenses in accordance wit.h· procedure·s and 

timetables specified by the EAA. Particular commodities and 

technical data and particular destinations subject to controls 

are identified in commerce Department regulations. These 

regulations can be amended relatively quickly by administrative 

action, but not ~til notice is given to affected parties.* 

*Any expansion or extension of export controls · for foreign policy 
purposes must satisfy the EAA's procedural requirements, in
cluding considerat:j.on cf statutory criteria relating to the 
effectiveness of such controls, consultations with industry 
and Congress, and a aeiermination that notwithstanding foreign 
availability of. the controlled it'eins, the absence of . these 
controls would be detrimental to u.r. foreign policy. After 
con.trols are imposed, the Secretary of Commerce must report 
to Congress on the consideration cf the statutory effectiveness 
criteria, on the alternative means attempted and on how the 
controls will further U-. S. · f_oreign policy. There is a question 

·as to whet.her an amendment to the Export Administration Regula
tions to control technology products would take the form of 
an extension ·of foreign policy controls subject to these proce
dural requirements. However, any such regulatory· change would 
have to meet due process standards (including timely and effect-. . -- . - . . 
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The Commerce Department's regulations also require O.S. 

authorization prior to reexports of certain o·.s .-C?rigin corn-· 

-modities and technical data from foreign ccuntries and prior 

·to the export !rem foreign countries of the products Df cer

tain o.s.-origin components -and technical data. Such con

tr_ols are de.signed to prevent transfers of controlled i terns 

to proscribed destinations from countries to which o.s.

or-igin commodities and technical data have been exported 

or reexported. 

B. Domestic Statutory Au~hority over Foreign Subsidiaries -

The EAA gives • the President power to prohibit or curtail exports· -

by "any person subject to the jurisdiction of the United States." 

(SO u.s.c.A. app. SS 2404(a), 2405(a)). 

accompanying the legislation states that it •would amend the 

[EAA] to confer non--ernergency authority und-er the act to control 

non-u.s.-origin exports by foreign subsidiaries of U.S. concerns" 

(S. Rep. No. 466, 95th Cong., 1st Sess. 6 (1977)) • 
• 

This Presidential authority was added to the J:AA in 1977, 

• The effect of that 1977 
~ • • • I 

amendment has been •to · broaden the potential reach of peacetime, 

non-emergency foreign policy controls ·to exports by foreign , 

subsidiaries of all products and data · (not merely strategic) to 
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all destinations (not merely the embargoed nations and other 

Communist countries).• (Abbott, Linking Trade to Political 
. . 

Goals: Foreign·Policy Export Controls in :the 1970 and 1980s, 

65 Minn~ L. Rev. 739, 847 (1981)). 

------REDACiED---------------~-------:----
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Controls on exports by u.s.-contr-ol1ed foreign firms 

have been imposed .by Treasury under the authority of the Trading 

with the Enemy Act (SO u.s.C.A. app. S S(b)). The same juris

dictional reach is. found in the International Emergency Econorni.c 

Powers Act (Id. 5 l70j(a) (1)). - ----------'---------
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• c. Jurisdiction Based oh U.S. Origin of Goods -- or Technology 

(1) Basic Authcrri~ies and Practices 

In addition to authorizing controls over per~ons subject 

,{ · to U.S. jurisdiction, the ~ also gives the President broad 
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authority to prohibit, for foreign policy reasons, the export 

of goods, technology, or othe·r information •subject to the \\ 
jurisdiction of the United States" (SO o. S.C.A. app . S 2405 (a} ·} . 

~---------------P.FDACJW- ·-
co ti ~ 
I.I) ,.IJ --'-------------------------~-----------
0 - "0 C'\' r: _:_ __________________ ------:------:----------
..... ? ~ 0 ~~~ _____ :....___~__:_ __ __:_ _______________________ _ 

&ta .~ d ------------------------------------
- ,,~ ----REDACTED--------'-------------''-------------

Under .the Export Administration Regulations (EAR) , the 

Commerce Department's Office of Export Administration {OEA) 

has imposed controls ori three general types of transactions 

that occur in foreign countries: (l) certain reexports from 

such countries 6£ O.S. goods and techncilogy: {2) certain 

exports from such foreign countries of end products incorporating 

o.s. parts and components; and (3) certain exports from such 

foreign countries of products manufactured using 

o.s. technology. 
--'-----?.EJ.£.Cii...JJ-· ---~------------'-------~:__ ___ _ 
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( Furthermore, justification may arguably b.e found under both 

domestic and international law where the controls in.volved 

were established and binding upon the parties at the time 

of the original export of the U.S.-origfn good·s or technology. 

When such controls are in existence at the time U.S. 

goods or ·technology are exported from the United States, 

U.S. exporters and foreign importers are on notice under the 

terms of their export licenses, and under the EAR, that the 

exported items are subject to a claim of continuing U.S. 

control. In such cases, the Upited States assertion of 

jurisdiction over reexports is made at a time when the good~ 

or technology, and at least one of the parties to the trans

action (the exporter), remain subject to U.S. territorial ' ( ____ J_:.:' u_. r_. _i_s_d_i_~_t_i_o_.n_, .• _. ______ p. FDA O w - -

REDAC1t.D-

:-7IIJ----:-----------=--- ----- ~-'--'----------''----

_____________ _.:_ __ .:..___p-.EJACJ.t.D------------- ----

!OED 
__ ___::_·' _:_:. _ __________ R£DACTED 
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~2) Foreign Products of U.S. Technology 

•:: 
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·ta;r Institute' s Rest.atement (Se.cond) of the Fo=eign Relations 

Law of the United States does not·recognize u.s. origin of goods 

o~ \echnology as a source of j ·urisdiction under international 

law. In this connection tl)e D.C. Circuit recently reiterated . . 
in F.T.C. v. Cornpagnie de Saint-Gobain-Pont-A-Mousson 636 

F.2d 1300 (D.C. Cir., 1980) that U.S. 

I . 
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s·tatutes posing potential conflicts: with foreign . jurisc!'ictional 

\ interests must be construed so as to ensure consistency with · 

international l .aw in the absence of II clear contrary Con.gres-

: I 
~ 
( . ' 

sionai intent: 
. .. 

---'------:-·-~ 0 _.:!_(_/EJ _______________ _,__ __________ _ 
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Moreover, private parties suffering economic injury as 

( the result of extended U.S. controls, or subjected to sanctions 

for their violation, might have an incentive to contest their 

.legality. Subsection B of this section accordingly assesses 
. .• 

-the possible legal responses of exporters or other private 

parties which wished to thwart or contest extended U.S. controls. 

A. Responses by Foreign Governments - Foreign govern

ments which ceny ·and decide to contest the legality or 

propriety of applying particular U.S. export control measures 

within their territory would have ·a range of possible re

sponsive legal measures. 

------'-----------~-REDACTED---:-----------
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------P..EDAOED-- --------- The British Protection 

,of Trading Interests Act is the most notable Example of such , 

blocking st~tutes. That Act authorizes the U:K· Secretary of 

State for Trade to issue orders barring companies that trade 

in Britain from complying wit~ foreign legal requirements if 

those requirements are damaging or threatening to damage U.K. 

trading interests (Protection of Trading Interests Act, 1980, 

c. ll, 5 l). 
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Seel J. Atwood, K. Brewster, Antitrust and American Business 
Abroad, 268 (1981): Resta,tement (Second) of Foreign Relations 
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Antitrust Guide for Inte~national Operations 55 (1977). 
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iL..il:U: _______________________ _ 
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In 1965 this occurred when the French courts in the . 
·Fruehauf case removed a foreign subsidiary from the U.S. 

parent's control and thus from U.S. jurisdiction -- at the 

reguest·of ' the Fren~h minorlty directors. The result was that 

u.s. controls against trade with the People's Republic of 

China by foreign subsid'iaries of U.S. companies were cir

cumvented. (Fruehauf Corp. v. Massardy, (1965)La Semaine 

Juridigue II 14274 (bis) (Cour d)appel, Paris), (1965) Gaz. 

Pal. II 86, 5 Int'l Legal Mat'ls· 476, reprinted in A. Lowenfield; 

Trade Controls for Political Ends S 3.3 at 81 (1977}). 

_::.._---.=:E:J . .!:.UD-----------------'------------;--

--~-------------___:.._------------P.:=-DAC..1.t.JJ--

------RE.DACTED1

-----------------'-----------

-----------~------------------:--P..EDAcr.t:D--

!OED---------------------------~-__:_ __ _ 

----------------"--REDACiED----:-----------

- ~.:.=-::....;.....--REDACJED-----------------'-----------



( 

s)seyT 

- 15 -
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B. M~asures by Private' Pa·rties. - Judicial Review -

There are at leas.t two sets of circumstances in which pri

vate parties affected t,y· new U .s. contr.ols might seek judicial. _ 

r .eview. 
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sanctions imposed by the Commerce Department and we know of no 

case in which the reviewability of such sanctions has been 

litigated. 

--------?.EDA CJ ED 

REDAC-

u.i~ . . 

"1-· ··_ ·_...,.....:,...;.;._,--':-~~~:'--.-~',-;:-'-:-,-'--'------,---'-----:-. P..EDA crtD----:------..:....:..;___...::.:_ __ 

;. '!. :, ): .. :·:,·=·<-; · ... ~• ~ ;. ,. ~ )?'.-~t'.~.t :::\ ·.: . ' "' ." 1 ,: • 

,., ... _ :~ -·,• ~ · .- :··Y_:•_::;~:~;.-__ .:~: .. )-·:.~:-.~l~:·/:t:· .. ··_~~-:.r·:·:t/:.-:-·· 
·. :::· ." ·<~ .. -,;:; ..... '. . ·.'./.~·;_·~· "<:' . . :~:\·-~-.... ,:_)\:_· .. }t:.-:,;·-;1-;·: 1 

. ··\1 .... -. ·: --~· · ~ -~~:·~f\~:_::~b;~ri•,1~ 

_....:.:..-----?ID.~ c 1.D 

--------REDAC.. iED-----------------------'--------------

REDACJ.W--

!CJW 

• · -, Fn 'C1--c-0 --------------------,---'---r-...L,-LJn _J:.._1../ 

REDA C JED 

( 



E. 0.12968 

==-_....;,..:_---.:.:..-=-=== REDAC.JW 

1-ffDACiw 

•:: 

REDAC1rD-

H .. llJ.) 

p.FDACJW-

1{FDACJE1J 

!OED 

PLDACiED-

.. REDACJilJ 

REDAClED 

REDACTED 

!CTED 

REDACTED 

REDACTED 

REDACTED 



( 

E. O. 12958 

AsAmend~ 
Sec. f,'l -~ 

- 18 

? -~ 
0

.t..UED------------------=----------- -

-------REDACJ.tD----------------------------- -

The Government's licensing policy, publicly laid down by 

the President in his December 29 statement, and in . the 

Commerce Department General Ord~r suspending all licensing 
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MEMORANDUM 

CON~ENTIAL 

' ACTION 

MEMORANDUM FOR 

FROM: 

NATIONAL SECURITY COUNCIL 

August 6, 1982 

WILLIAM P ~ c4AfU< 
ROBERT C. -~r ARLANE 

\ . ._ \ 
MICHAEL O. WHEELER-tJW 

' ', /·\ 
· , .. j ', 

SUBJECT: Attendance List for National Security Council Working 
Luncheon, August 6, 1982 

The agencies have provided the following names of individuals who 
intend to come to the National Security Council Luncheon Meeting on 
International Economic Policy, August 6, 1982, at 12:00 p.m., in the 
Cabinet Room. 

Th;c Vie:e::F t es±cl·en;tt (Traveling to Bogota.) 

State: 
Secretary George P. Shultz 

Treasury: 
Secretary Donalq T. Regan 
Mr. Marc E. Leland (Assistant Secretary for International Affairs) 

OSD: 
Deputy Secretary Frank c. Carlucci 

Commerce: 
Secretary Malcolm Baldrige 
Mr. Lionel Olmer (Under Secretary for International- Trade) c 1- -~ 

Agriculture.: 
Secretary John R. Block 

CIA: 
Mr . William J. 

0MB: 
Mr. William Schneider (Associate Director for International and 
National Security Affairs) 1J1-<-'--. ~ 1.P~~-\,_ Lf-~~-, l n ··-1.l. '· i __. 

Mr. David A. Stockman - I/ 

CEA : 
Mr. Murray Weidenbaum 

CONF ENTIAL 
Declas ify on August 6, 1983 

D ... ~i..1--lSS!FIED 

NLS _/!J,Q_1-r3;;( ~/D 

BY-.c..:;...i.._, NARA, DATE u/?/4{. 
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OPD: 
Mr. Edwin L. Harper 

USUN: 
Ambassador Jeane J. Kirkpatrick 

USTR: 
Ambassador David Macdonald 

JCS: 

-2-

Admiral James D. Watkins (Acting Chairman) 

White House: 
Mr. Edwin Meese III 
Mr. James A. Baker III 
Judge William P. Clark 
Mr. Richard G. Darman 
Mr. Robert c. McFarlane 

NSC: 
Mr. Norman Bailey 

CONF~NTIAL 

' 
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NATIONAL SECURITY COUNCIL 

l\ugust 5, 1982 

MEMORANDUM FOR BUD MCFARLANE 

FROM: MIKE WHEEL~R ~LO 
SUBJECT_: NSC Meeting Next Monday 

Bud - we have 60 minutes next Monday, 9. Aug, 
now at 3 p.m. (vice · 2 as originally planned) 
for an .NSC _meeting. We don't have an agenda 
yet. 

You'll recall that Henry and Norman raised 
the question at the 3 Aug NSC Staff Meeting 
of whether SIG-IEP issues could be included 
on the agenda for this week's meeting. , I 
checked with Norman this a.m. (Henry wasn't 
in yet).; Norman suggests that two i terns could 
profitably be addressed at a Monday NSC 
meeting. 

0 steel controversy - may be ready for 
Presidential decision, although we won't know 
until after toda~•s SIG-IEP (rescheduled from 
yesterday) •.• even if it's not ready for deci
sion, it will be while the President's in 
California, so an educational session on Monday 
could .allow him to decide by memo later 

0 pipeline sanctions - time is ripe for 
discussion of recent developments & their 
implications for longer-term relations with 

-E~rope •• ~strictly educational~ no decisions 

I don't have suggestions for any other candi
dates that .are far enough along, unless you 
want the time for - a f.fiddle"'-East NSPG. 

I · r . 
• 

. ' . 
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Kirkpatrick Block 

Macdonald 

Watkins 

Rowan McFarlane 
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STATEMENT OF PRESIDENT REAGAN 

, . . 
I am pleased that Secretary Baldrige and Vice Presidents Davignon 
and Haferkamp have reached agreement on an arrangement which I 
believe could lead to a resolution of our steel trade problems. 
These have been very difficult and complex negotiations, and only 
the determination of both parties to succeed, and a spirit qf · 
understanding and ·cooperation, made agreement possible. - . 



MEMORANDUM 
System II 
90656 

NATIONAL SECURITY COUNCIL CHRON FILE 

August 19, 1982 

~ATTACHMENT 

INFORMATION 

MEMORANDUM FOR WILLIAM P. CLARK 

FROM: NORMAN A. BAILEY 

SUBJECT: NSC Meeting of August 6, 1982 -- Minutes 

Attached at Tab I are the minutes of the NSC Meeting of 
August 6, 1982. 

Attachment 
Tab I Minutes 

~ ATTACHMENT 
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NATIONAL SECURITY COUNCIL MEETING 

DATE, TIME 
AND PLACE: 

SUBJECT: 

August 6, 1982, 12 noon-1:00 p.m., Cabinet Room 

U.S.-E.C. Steel Dispute and Soviet Sanctions 
Implementation 

PARTICIPANTS: 

The President 

State 
Secretary George P. Shultz 

Defense 
Mr. Frank Carlucci 

Treasury 
Secretary Donald T. Regan 
Mr. Marc Le.land 

Commerce 
Secretary Malcolm H. Baldrige 
Mr. Lionel Olmer 

Agriculture 
Secretary John R. Block 

0MB 
Mr. David A. Stockman 

CIA 
Mr. Harry Rowen 

USUN 
Ambassador Jean J. Kirkpatrick 

USTR 
Mr. David Macdonald 

Minutes 

JCS 
Admiral James Watkins 

White House 
Mr. Edwin Meese III 
Judge William P. Clark 
Mr. Robert McFarlane 
Mr. Ed Harper 
Mr. Richard Darman 

CEA 
Mr. Murray L. Weidenbaum 

NSC 
Mr. Norman A. Bailey 

Secretary Baldrige reported to the President on the tentative 
settlement of the steel controversy with the European Community. 
Possibilities for ultimate failure were outlined, including 
non-agreement by U.S. steel companies, non-agreement by member 
countries of the E.C., and failure of subsequent negotiations 
on pipe and tu.bes. The President congratulated the Secretary 

DECLASS;i 1E:.D 

~ 
DEC~SIFY ON: OADR 

NLS -LI.~ ~ ~~,K, 

BY--iW ....... _. NARA, DATE 11/1/t>'. 
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of Commerce and approved a Presidential statement on the 
subject. 

Secretary Regan reported on the export credit agreement within 
the OECD as well as studies that are proceeding on monetary 
matters. On August 4, 1982, the Treasury intervened in the 
exchange markets for the second time since the Versailles Summit. 
Secretary Regan also reported on the Mexican financial crisis. 
They have exhausted all of their U.S. swap lines with the Federal 
Reserve and the Treasury. 

Secretary Regan then outlined the sanctions situation. It 
was emphasized that they were related to the Polish situation. 
Some of the questions which must be answered soon include 
whether to proceed with legal action or wait for European moves; 
try to enjoin foreign action or not; what fora to use; what 
products the sanctions were in fact supposed to reach; alternative 
energy sources and what positive steps might be taken to alleviate 
the sanctions situation. He stated that paper on the legal im
plications and strategies was being prepared by the legal depart
ments of the departments of Justice, State, Treasury, Defense 
and Commerce. 

Harry Rowen of the CIA reported that in their judgment the 
Russians will be able to deliver the gas they have contracted 
for on schedule using other fields and other equipment. Ad
ditionally, the buyers may not take the full amount. There 
woul.d be costs, of course -- less gas for Soviet internal use 
and for Eastern Europe as well as diversion of materials and 
equipment. 

The President asked whether there wasn't an obligation on the 
part of foreign companies not to use our components and 
technology contrary to U.S. laws and regulations. 

Secretary Shultz explained the G.E.-Alsthom Atlantique contract 
as it relates to compliance with U.S. law. 

Secretary Baldrige stated that we must decide soon, since the 
regulations have to be enforced. 

Mr. Harper stated that it would preferable to stop making public 
comments about the sanctity of contracts. 

Secretary Shultz recalled that when he was recently talking to 
Foreign Secretary Pym he had reminded Pym that many contracts 
were broken when we declared sanctions against Argentina. 
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Secretary Regan gave some hypothetical examples of the type 
mentioned by Europeans who question what U.S. reaction would 
be if other countries tried to apply their sanctions extra
territorially to our companies. 

Judge Clark stated that we must all keep in mind the reason 
for the sanctions. 

Mr. Carlucci mentioned the fact that we maintain control over 
sales of foreign military equipment with our components and 
technology all the time. 

Secretary Shultz said we must always keep in mind that there 
are many interrelated factors -- Poland, relations with allies, 
exports, etc. 

Secretary Regan stated that the lawyers must tell us how 
to do what is needed, not why it can't be done. 

Secretary Block asked if there were any hope in Poland. 

The President said that he had tried to get the Europeans to 
pressure the Polish Government while he was in Europe but 
no one had listened. 

Secretary Shultz said we must try to find a solution which 
will cause least offense to the Europeans while doing maximum 
damage to the Soviets. We are in danger of an escalation of 
legal measures. 

Ambassador Kirkpatrick quoted the French magazine Express to 
the effect that the Europeans had not considered that the 
President was serious and thus had made no serious attempt to 
negotiate. 
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and talking points at Tabs I and II. 

Disapprove 



AGENDA 
FOR 

NATIONAL SECURITY COUNCIL MEETING 

AUGUST 6, 1982 -

1. The U.S.-E.C. steel controversy (SeQ Baldrige). 

2. The U.S.-E.C. controversy over our sanctions on oil 

and gas equipment and technology to the Soviet Union (Sec Regan). 


