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gUBJECT: Fasimg Reatrictions oh Exports to 1raq P <,
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15EUES POR pecislol v {-
e &

1., Whether to pernit axport to 1rng of cdunl use" heavy trucks
subiect to regional atabliltity controls hut not subject tO
Hunitions# control licensef. .

v. Waether tO makn more consistent. OuT practice of netectively .
dincouraning export to irag of piliterily useful equipuent not
cortently subject to foreign policy export controle.

. Whether t© chaage oul practice of denying a.l 1ppl{cnticnl
for Munitions control licennes to pereit fnsteard carc=by=CcAsc
consideration of certain non-lethal expocts ro lrag and.
poc:ibly. in principle to 1lran.

gSSENTIAL FACTORS

£SSENTIRL Zoni=

£ating restrictions on rertain less mennattive axports to

Irag would incraeasc ouft flexibility in deallng with 1raa and

lran (snd- perhans syris)e support efforts to redress and

maintaln & strotegic balance arcnd then, and be well racelved

by 1raf and its Arab gupporters. Howenl, relaxing

restrictions on nilitacily usatul equipnent tor ltag. nnd othet
actions we have takan tO tdeal with lran and we doeaet =gonlation
of tightlng {n the Gull. will suid Lo thn perccut{nn that we are™™
=t ttting” rownrd 1rnd.

HyA, P and FR necl your guldance NN there questinnn Lo
properly hanile inpor:nnt gecurrant questinns attacting
relstions with reginnal atates, the U.5. aconony, anc u.S.
LR Anbassador Fairhanks bellieven Amcislons oN thase
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questions are not urgant, with the poasinla excoption of the
ficst {(truck axports). to cnutionn that Lraql ascalation,

- whould . it comne soon and result in Iranian retalistion, couln
. 7 add to public and congrassional ﬁppdninloh._jiu HEA, and PH - -

— Lt

concur, but note that the depth of anti-Iranian and anti-Byria
public and Congressional sentimont has nitigated sven aoORe
hardvlinecs’ rveacticne to out gecant alleged *tiit."”

¢ .

Cnmmorce-conttolled'itanar truckst --Under the. authorlty of. .
the regional atabllity controls of the Export Adrinistration -
Regulations, we currently deny epplications for four categories §
of itens (heavy trucks and thrae types of machinury speclally .
designed to wanufactore military equipment} to Jraq and Iran of
the ground that “there is evidence that tho export would
contributse signi ficantly to the destablization of the region.”
The Department of Gtate makes a caie by case tacomnendation of ¢
approval oF denial to the Departrent of Comn&rces which has
followed state's recopmendations. iIn blocking the truck

exports to 1ragqs apart from dissatisfying lraq and the

exporters, we have sacrificed U.5. enploysent opportunities and
foreign earnings anounting to several hundred nillion dollars
over the past three years in arder to mnintainea strict and
inactive neutrality. Lack of the trucks probably has had a
negligible effect on Irag's military capabilities. .

Since wid=-1982, when Iraq turned to defanaive operations
and its forces substantially 1aft Iran. wartine circusstances
have changed O that Irag is nov unlikely to use the trucks toO
“contribute significantly tO the doetabilization of the
region®=-~-the criterion for denial. Licensing a pending 6224
million export of 2,000 hsavy trucks {and potential future
gimilar truck exports) to Iraq would requlre no tegulatory
changes but would have significant cunnercial and political
bvenefits. This export 1ikely would attract Jongressional
attention, but Congressional criticisn of Itag, even by those
who might still wish to rastoro {t to the terrorism 1ist, has
been nuted as aewbharn &rc beconing defensive about appearing to
support lran. Moreover, several zpeobers whose constituents
stand to galn anploynent tad questioned ouf denial of the truck
sale in 1982, and would strongly support {t now. We do not [ow

 advocate pernitting axporte to Iraq of the three catcgories of ..

nachinery designed ¢o manufacturce weapona becalne they could be
n direct. subatantial and Adurable contribution to iraq's
mititary capahilities.

goversing our 1982 doninl to license tha gane truck export
to 1lraq, without being prepared to l1iceanse similar «xports toO
iran, could call i{nto question ourl neutral posture. It could
also make it wore aifficult to pressure allies to curtaill their

.« 2w -
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pon-weapons exports to Iran, should we chonee 1ater to @niarge it e e
our requests for restralint on arms snlos to include thelr
substantial non-weapons military exports. Howover, we palisvae ’
that any such raactions are nanagoable, aspacially aince the
public impreesion already is that we ate acconbdating 1rag to )
this extent. ' :

Non-Controlled exportes We nesd your approval to make moCe -
consistent oul presant practice of saluctively discouraging -
exports to Ilraq of militarily usoful equipuent not subiect to

controls. We are giving manufacturecs ambiguous palicy signals

R

py various 'jawboning' techniquas, {nciuding threatening O -
extand regionnl stability controls to other {texs. Wa have .
discouraged sounc, put not all, exports of non-licensable -
pilitarily useful equipment euch as cartain light helicopters * .3

and airplanes. The aircraft export approvals benefitad our

ralations with Iraq and connercial and enploywrant {intorests,

but raised questions about out nautrality and provoked
Congressional opposition, which we sventually overcare, The
aircraft export approvals constitute precedent for ceasing to

| discourage any non-controlled exports to Iraq. ineluding thoge
With military impiications. 1f we do B0, wWe would continue &O

. urge prospective exporters ot seneitive [tens to infornm

fnterestecd mombers of Congress.

Hunitiona List Ytemss The Office of Munitlions Control
effectivaly danies Dy returning without action all applications
for licenses to export Munitions List ftems to lIraq and Iirane
(The only exception wad for a 1902 export to Iraq of
canpunications cquipmant.} Qur hlanket denial is the exception
apnong the NATO allies, wost of whom at leant nominally share
our policy of not licensing azes gales to either Iran and

i1rag. For axauple, the British conaider each application for
silitary exports to jran ond Irad, and have licensed exports of
auch *non~-lethal® equipnent as Centurion tank parts and a naval
fleet-tending ship to Iran., and Himrod aircraft to Eraf. The
Ewits also bar arus sales to countries at wor, but train both
Iranian and Iraqi military pilols. and eell lran “trainer”
aircraft designed tor adaptation to coahat uso.

L 2

An alternative to the present policy would ba to accept
1icense applications [or Munitions Control exports fof
case=hy-case roview, elither for Iraq only of. in principle, for -
poth iraqg and Iran. L balieves that to revise this poticy for
1raa but not Iran could waakan out defenae to lran's allage~
tions thut we have vinlated the Algiecs Accocis Ly not
releasing several aillion dotlars’ worth of lran-owaeld
. Hunitions List ftems. The Tribunal sould order us tn tronsfer
thene té lran OT pay danages, Oul dntfense has baen based in
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to waintain & policy of neutrality. To Alminish prohlens nt
The Hague, W6 could license no itexs for eaxport to lraq which
we Tefbee tO release to lTan. ) - - )

A case by case approach would permit us €o considet whether '
U.B. intercsts would best be aarved by parmitting certain
selacted noen-lethal Hunitions List exports to lraq {and {n
principle to lran, i1t clircumstances should changel). U.S. firms
are intorested {n exporting to Iraqg such Munitions List fteen

as an electronic device to protect vIP aircraft from nissiles;
armored amhulances: and cornunications, navigation, and
survelllance systens. This proposal is particularly
controversial and has both advantages and disardtvantages.

Advantages:
- Would earn political credit with lzaqg: -

—- Would be welcomed by Iraq's Arab supportecs. and might
allow Tgypt to take sufficient credit for jnfluencing this
policy to add to the ponantun in iraqi-Eqyptian velations?

w- VHould build the first U.5. ties to the Ilragi militaty.
which probably will be a key in & auccession to the present
regino, helping to counter goviet fnfluence’

—- Could signal Byria and lran that we have, and are
prepured to use, other options to thwar’ their goals:

—- Would allow U.B. ¢irms to covpete with European.
Japancse, and other suppliers in the potentially large Iraqi
narket, gaining tmmodiate enploysent and conmercial haonefits ns
well as improving the posL-war uU.6. competitive positions

- Would he & compromise tO poD*'s preferance to ticense
oulright arms sales to lvag, at least through third parties.
k ]
Disadvantagess

- Would seriously undercut our present active neutrality
by cemoving tha most objectivo and legally definitive gtandard
for rejecting nilitary exporte to irag. Howevel articulite the
explanation of a case-by-case policye it could he perceived as
perwitting at 1eanl wOWMQ arLs caten to 1raq. 1t could provide
othera a rationalc for less voaotraint tn Ivan/lcaq wrms exports:

—- wWould not contribute s iqni {izanthy. Lo lraq's nilitary
wffectivencas, which docs not auffer from A 1ack of cquipmeni,
and coulsd provide a rallying point {or the war-wEady franians:

“part on our denial of Hunitionn*hiit'iiﬁougs&.t;'ﬁoéh Cﬁﬂﬂtfi;;ﬂ;E“J-M-m.f
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w-Could induce Iran to eatablish a security velationship™ ~ 7" 7 oo g s
with the Boviet Union out of frustration and isolation, despite :

the Khomeini regine's antipathy toward the UESR: .

- Would concern Israels possibly provoking jeraeli counter—,
actions contrary to U.5. interests and chjoctives?

-= Would weaken our Aefense against tranian allegations of .
u.s. violations of the Algiers Accords?

—~ Would be onerous to adninister and, pecause judgrments .
would necessarlily e subiective {and subject to jnfluence -
through various politicel and int:a-govcrnnental relation- .
ships), difficult to contain over time:

-= Probably would be controversial in the Congress; -
— Could raise quesions under Section 5S02B of the Poreign
Ascistance Act of 1961, which places l1inits On Munitions List

exports to gross and consistent fwenan tights violators., absent
certification that extraordinatry circunstances oxist.

RECOMHENDATIONS

(1) Regional gtabitity:r That you approve the axport to
Iraq of heavy trucks subject to regional etability expoTt
controls. (All support.) .

Approve 4&}}5 Disapprove_
L

{2) Non-Controlledt That you approve 8 policy of
consistently posing no objection tO exports to Iraqg of itens
not controlled tor foreian policy purposes. {ncluding those
with possible mititary applications. (Anhassalor Fairbanks
prefers deferring approvali others prefer ecarly apprcval.}

Approve pilsapprove, Loy > 1 hale
T 0 A

(3) tunitione Controls That you confira a policy of

continuing to ;gifﬁg all applications for thn expart to Iran

and 1raq of items pn the Hunitions Control List. (ALl support.)

_Approve___ s Disapprove
+En 13 =wA
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ALTERNATIVELY, that yoi authorire ‘n new pollcy of
case-by-coee review of Munitions Control export license
_applications for cxpottt-to 1raq. and in principle.lrvan, €0 I e e e
o perizlt"appr'ovul pf certain non=lethal {rems. - We would O B Ui
this new policy in advance of implementation to appropriate

mephers and connittees of the Congress and thair staffs.

ApRIove_ . Disapprove .
Approve, but {or 1rag only .
. .
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