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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

September 27, 1990

INFORMATION

MEMORANDUM FOR ROBERT M. GATES Deputy Natl Sec Advisor
p has seen

FROM: TIMOTHY E. DEAL *~—

SUBJECT: Gulf Crisis: Responsibility Sharing

I chaired a small working group meeting on September 25
(Treasury, State, DOD and OMB) to review a number of technical
issues relating to the responsibility sharing exercise. We
reached agreement on the following:

1. Data: Treasury and DOD will provide on a regular basis
their latest compilation of data on commitments for both
financial assistance to the Front Line states and Desert
Shield. The most recent tables are attached for your
information (Tab I).

2. Fact Sheets: From the classified tables, the agencies will
prepare an unclassified fact sheet, which can be used by
senior officials in discussions with the press and on the
Hill. The unclassified tables will be necessarily vague in
certain areas because, for example, Saudi commitments for
support of Desert Shield are not firm.

3. Collective Efforts: State is sending out to the appropriate
diplomatic posts a detailed set of instructions on exactly
how foreign governments should send their money to us for
Desert Shield.

4, GAQ: GAO is carrying out a study of the pass-the-hat
exercise for Desert Shield. GAO wanted information on: (a)
what we asked for; (b) what the foreign governments agreed
to provide; and (c) what actually has been received. We
agreed that any agency that receives such a request should
cooperate in providing information relating to points (b)
and (c) above, but that we would treat our requests [point
(a)] as privileged diplomatic communication to avoid giving
the Congress a weapon to use on the Administration about why
we didn’t get everything we sought.

Attachment
Tab I Tables on Cost Sharing for Desert Shield Financial
Assistance to Front Line States

cc: Arnold Kantor
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INCREMENTAL, FINANCIAL NEEDS OF FRONT-LINE STATES

Summary of Analytical Approach
and Notes to Table

o These estimates of the incremental crisis-related financial
costs to the front-line states are limited to first round
effects, or very prox1mate indirect effects. No change in the
present military situation and its economic effects is assumed
during the period under review (through the end of 1991), and
no discrete policy measures are assumed to have been taken nor
to have any effects through 1991.

o Estimates are based on: (1) published sources; (2) official
estimates and data from the affected countries; (3) US Embassy
analyses; (4) informal consultations with IMF, IBRD and EC
Commission staff; and, (5) inter-agency analy51s within the
U.S. government. However, given the data limitations, these
estimates are necessarily rough and in a number of cases
involve judgmental adjustments.

o Specifically identified financial losses include: (1) lost
merchandise exports to Iragq and Kuwait; (2) higher oil bills
from a higher oil price (assumed to have risen $12/bbl); (3)
additional foreign exchange expendltures for the purchase of
imports related to refugee assistance and job creation for
returned expatriate workers; (4) losses on transit and
transportatlon earnings (e g., pipeline, Suez Canal and
trucklng fees); (5) lost income from contractor fees for
projects in Iraq and Kuwait; (6) lost worker remittances; (7)
lost tourism earnings; (8) lost revenues from some
miscellaneous services; and, (9) interruption of scheduled
Iraqgi debt service payments.

o Other potential costs can be identified, but have not been
1ncorporated due in part to analyt1ca1 problems. These would
include, for example, export earnlngs shortfalls due to: a)
generally slower demand growth in third countries; b) reduced
competitiveness due to higher freight and related delivery
costs; and, c) productlon bottlenecks arising in part from
sanctions- related import constraints. General import costs
could also be hlgher, reflecting higher insurance and freight
costs. In addition, borrow1ng costs and captial outflows could
potentially be higher due in part to risk concerns, and foreign
direct investment inflows could be lower. Interrupted aid
flows from Iraq and Kuwait have also not been included.
Finally, no attempt has been made to gauge potential
second-order macroeconomic and budgetary effects arising from
lower demand and output.

9/21/90



TURKEY

MERCHANDISE:

Exports: Turkish exports to Iraq and Kuwait in 1987-89 were
in the range of $1.1 billion annually. However, there was a
substantial fall-off in early 1990 because of Irag’s loss of
creditworthiness. The estimate for 1990 includes a component
of lost exports previously shipped through Irag to third
countries, mainly Saudi Arabia; no such loss is assumed for
1991. The figure for 1991 assumes that (interrupted) trade
would have been at about 1/2 the level cited above, with
formerly Irag-bound goods partially switched to Iran and
formerly Kuwait-bound goods lost entirely.

Oil Import Costs: Estimates are based on IMF/IBRD
calculations which assume a price increase of roughly $12/bbl
relative to the pre-crisis base price which would otherwise
have prevailed (e.g., $29/bbl vs. $17/bbl). No import volume
increase is assumed for 1991.

Additional Imports: Foreign exchange costs of additional
imports to meet refugee assistance needs. Assumes that 50%
of the approximately 100,000 displaced Pakistan and
Bangladesh expatriate workers transit through Turkey at a per
capita cost of approximately $100 per month. No costs are
estimated for 1991.

SERVICES:

Transportation Fees: Total is based on an official Turkish
estimate of lost pipeline and trucking fees and is in roughly
the same range as other estimates. Trucking fees are derived
from: land transportation of third country goods, especially
the EC countries, through Turkey to Iraq and Kuwait;

shipment of third country exports through Turkish ports to
Iraq and Kuwait; and, transporting Iraqi oil to Turkish
pipelines. These estimates are consistent with historical
data.

Contractor Fees: Lost revenue from existing contracts of
Turkish companies in Iraq; no new contracts are anticipated
in 1991. (Contractor fee receipts from Iraq in 1988 and 1989
were reportedly $330 and $495 million, respectively.) The
loss figure itself is based on an official survey of actual
payment schedules.

Worker Remittances: IBRD informal staff estimate.
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Tourism: Tourist income in 1988 and 1989 amounted to $2.4
and $2.6 billion, respectively. The figure for 1990 was
expected to be about $3 billion and the actual figure for the
first 'six months of the year was $1.4 billion. Recent
information available to the government suggests that large
cancellations are underway for hotel rooms and airline seats.
The figure for 1990 assumes a 10-12% drop in tourist income
during the last four months of the year. The 1991 estimate
assumes about a 15% loss on a projected base of $3-3.5
billion.

Other Services: An official Turkish estimate of
miscellaneous service income lost, including emigrant
remittances (which we have excluded from this line and shown
separately above) and lost income of Turkish banks on credit
insurance on trade with Irag and Kuwait.

CAPITAL:

Lost Debt Repayments: Scheduled payments on Iragi debt to
Turkey during 1990 and 1991, to have been received in oil,
which is fungible. The aggregate loss estimated for the full
1990-91 period is broadly consistent with IMF/IBRD informal
staff estimates.

MEMO: Although not shown in the table, the Turkish government
expects to incur about $1 billion in relocation expenditures
for troops and materiel in 1990. It also estimates losses in
foreign direct investment receipts of $1150 million, not
included in the table.
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MERCHANDISE:

Exports: Expected losses of merchandise exports to Iraq and
Kuwait, which have averaged $34 million per year over the
past three years.

0il Export Earnings: Expected increase in oil export income
from assumed $12/bbl rise in oil price through 1991 relative
to pre-crisis base price.

Additional Imports: Foreign exchange costs of additional
imports associated with refugee subsistance and job creation
for displaced workers. Estimated cost of job creation
assumes a cost of $4800/capita for the 515,000 repatriated
workers, of which 25 percent is used for imports (roughly the
import/GNP ratio). Most of the jobs are assumed to be
created in 1991. Refugee costs assume 515,000 returning
Egyptian workers, with subsistence expenses totalling $500
per person, the bulk of which occurs in 1990 and 100 percent
of which is imported.

SERVICES:

Transportation Fees: Estimated losses of Suez Canal fees.

Contractor Fees: Derived from officially estimated losses of
$820 million in 1990-91 in contractor fees, lost air fares
(about $50 million), cancelled financing of projects by the
Kuwaiti Fund and the Arab Fund in Kuwait (excluded), and
social security and telephone fee receipts (included under
"other services").

Worker Remittances: Lost earnings from approximately 1
million expatriates presently employed in Iraqg, Kuwait and
Jordan. These estimates are broadly consistent with official
government estimates, as well as IMF and IBRD informal staff
estimates.

Refugee Repatriation: The estimated cost of repatriating
approximately 515,000 emigrants, or half of the total number
of expatriates in the affected region. Expenses occur only
during 1990.

Tourism: Estimate of lost income based on preliminary
evidence from hospitality industry of cancellations and
extremely low bookings entering the high season
(November-February), as well as previous evidence of a
particular sensitivity of Egyptian tourism to regional
instability.
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Other Services: This includes two elements: (1) estimated
losses of social security receipts from abroad paid in
foreign exchange; and, (2) estimated loss of telephone
revenues paid in foreign exchange under a sharing agreement
btween Egypt and Iraq. Amounts have been roughly allocated
between 1990 and 1991.

Not included in the table are estimated expenses for Egypt’s
participation in the multinational force: $105 million and
$210 million in 1990 and 1991, respectively.



JORDAN

MERCHANDISE:

Exports: Assumes total loss of exports to Irag and Kuwait,
annually in the range of $170-235 million over the past three
years. (Informal IMF staff analysis shows a significantly
higher export loss on the basis of third country effects on
mineral-based exports and potential physical constraints on
shipping.)

0il Import Costs: Assumes a prlce increase of $12/bbl
through 1991. No import volume increase is assumed for 1991.
Informal IMF staff estimates are slightly lower for 1990, but
identical for 1991.

Additional Imports: Refugee subsistence figure assumes
foreign exchange expenditures of approximately $500 per
person on each of 235,000 returning Jordanians (workers and
family members) , with the bulk occurring in 1990. Job
creation is the foreign exchange cost of creating jobs for
110,000 returning Jordanian workers at a cost per head of
roughly $7000, of which 75 percent is spent on imports
(roughly the 1mport/GNP ratio). Most of the jobs are assumed
to be created in 1991.

SERVICES:

Transportation Fees: Official estimate of lost fees from
transit trade between the port of Agaba and Iraqg.

Worker Remittances: Informal estimates by Fund staff.

Refugee Repatriation: Rough estimate of the cost of
transporting refugees, which would be limited to 1990.

Tourism: Informal estimates by Fund staff.
Other services: Includes estimated losses from shipping and

insurance income of about $140 million and $85 million for
the entire period 1990-91, allocated between the two years.

CAPITAL:

Lost Debt Repayments: Informal Fund staff estimate for 1990.
A somewhat larger figure for 1991 is estimated by the US
Embassy in Amman.

MEMO:

No loss has been included in the table for the $600 million
in grants from other Arab countries which were to have been
received in 1990, of which only $285 million had been
received through the first seven months of the year.



COMMTTMENTS FOR FINANCIAL ASSTSTANCE FOR THE GULF CRISIS:

GJLF
Saudi Arabia
Kuwait
UAE

EUROPE

EC
FRG Bilateral
Other Bilateral

CANADA

JAPAN

OTHER

Korea
Taiwan

9/22/90

(Milliaons of Dollars)

1990 1991
Military Econamic Total Military Econamic  Total
6000 6200 12200 300/mo o 300/mo
2500 2700 5200 300/mo . 300/mo
2500 2500 5000 ) _— _—
1000 1000 2000 — -_— -_—
1085 1380 2465 e 1500 1500
— 500 500 — 1500 1500
1085 880 1965 — _— _—
2000 750 2750 — 1250 1250
95 75 170 —_— 50 50
— 100 100 e . ——
9180 8505 17685 300/mo 2800 2800+



ALLOCATION OF ECONOMIC ASSISTANCE TO FRONTLINE STATES

(Millions of Dollars)

TURKEY EGYPT JORDAN UNALLOC. TOTAL

1990:

GULF ) 1800 2000 - 2400 6200
Saudi Arabia 1200 1500 - -— 2700
Kuwait 300 500 - 1700 2500
UAE 300 - - 700 1000
Other - - - - -

EUROPE 80 650 150 500 1380
EC - —— - 500 500
FRG Bilateral 80 650 150 -—- 880
Other Bilateral - - - - -

JAPAN 1/ 200 300 250 - 750

OTHER il - - 100 100
Canada - - - - -
Korea - i - 75 75
Taiwan - - -- 100 100

TOTAL COMMITMENTS 2080 2950 400 3075 8505

TOTAL NEEDS 1990 2160 1185 1310 - 4655
Shortfall(-) or

Excess (+) -80 1765 =910 3075 3850

1991
Needs: 4740 2555 2685 - 9980
Commitments: 100 100 - 2600 2800

EC - - - 1500 1500
Japan 100 100 - 1050 1250
Other - - -— 50 50

TOTAL 1990-91:

Needs 6900 3740 3995 - 14635

Commitments 2180 3050 400 5675 11305
Shortfall(-) or

Excess(+) -4720 -690 -3595 5675 -3330

MEMO: East Europe Needs oy 3270

Asia/No. Africa Needs 5035

17
2/

Possible allocation. _ _
Includes: Bangladesh, Morocco, Pakistan, Philippines.

9/22/90
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with SECRET ATTACHMENT \ATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

September 27, 1990
ACTION

MEMORANDUM FOR BRENT SCOWCROFT

THROUGH : TIMOTHY E. DEAL D
FROM: ERIC MELBY \M .
SUBJECT: SPR -- Proposed Next Steps

The President’s decision yesterday to authorize a test of the SPR
has provoked much interest among our IEA partners. We have
explained that this is an operational test and that any further
SPR draw would be taken in conjunction with the IEA. We expect
the IEA Governing Board communique tomorrow to support our test
by urging all IEA countries to ensure their emergency response
mechanisms are ready. The communique will also highlight the
very tight market and the increasing risk for supply shortfall in
the fourth quarter.

Now that we have taken the first step with an SPR test, we
believe it important to move forward on coordinated action within
the IEA. The Japanese have told us they are now willing to
consider coordinated action, as long as it is done under IEA
aegis. There are indications the Germans are leaning in the same
direction.

Michael Boskin favors coordinated use of the SPR, and we
understand Dick Darman does, too. You may wish to discuss with
them and Nick Brady the proposal outlined below. In addition,
the President’s meeting on Saturday with Prime Minister Kaifu
would be an excellent occasion to get Kaifu’s commitment to
coordinated action, should it become necessary.

Japanese and German concerns about using strategic stocks could
be addressed by reducing company stock-holding requirements and
urging companies to release these stocks. Under such a scenario,
the U.S. would release SPR 0il (we have no mandatory company
stock levels) and the other IEA countries would either release
strategic stocks, ensure companies reduce their stock levels or
take quantifiable demand restraint measures. By reducing company
stock holding levels from 88 days to 82 days, Japan could release
250,000 b/d for 120 days (i.e., November-February). A similar
move by the EC (e.g., from 90 days to 85 days) could release
500,000 b/d for 120 days. Coordinated action could place at
least 1.25 million b/d on the market in the November-February
period.

DECLASSIFIED
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~-COMNEERENTTAT 2

The benefits from coordinated action are several:
- Provides some flexibility to a very tight oil market;

- Will probably cause prices to fall, bringing relief to
consumers, particularly in developing countries.

-- Demonstrates willingness of IEA countries to act together to
counter the economic impact of the Gulf crisis.

- Should military conflict erupt, it would be preferable to
have the IEA’s coordinated emergency response mechanism
(CERM) up and running.

The extreme tightness of the o0il market as we head into the
season of biggest demand leaves no cushion for any surprise (oil
industry accident, strike, abnormal weather, oil spill), let
alone military action. We would not let our military operate
with no spare capacity; there is no reason to do so with a key
ingredient of economic growth.

Dick McCormack has sent you, with Larry Eagleburger’s blessing, a
memo reiterating the State Department’s view that the U.S. should
orchestrate now a coordinated drawdown of IEA oil stocks

(Tab II).

At Tab III is an editorial from today’s Financial Times entitled
"Unnecessary 0il Shock,"™ which succinctly argues the case for
collective IEA action.

RECOMMENDATIONS

That you consult with key advisers on the advisability of moving
forward on coordinated action within the IEA to bring additional
0il to the market in the November-February period.

Approve Disapprove

That, depending on their reaction, you sign the memo to the
President at Tab I.

That the President attempt to get a political commitment from
Kaifu to take coordinated action if it becomes necessary.

Approve Disapprove

Attachments

Tab I Memo to the President

Tab II Memo from McCormack

Tab III Financial Times Editorial
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MEMORANDUM FOR THE PRESIDENT

FROM: BRENT SCOWCROFT 4

SUBJECT: SPR -- Proposed Next Steps

Your decision September 26 to authorize a test of the SPR has
provoked much interest among our IEA partners. We have explained
that this is an gperational test and that you are committed to
working with the [EA should coordinated action be necessary. The
IEA Governing Board has endorsed our test by urging all IEA
countries to ensurg their emergency response mechanisms are fully
tuned. It has also\highlighted the very tight market and the
increasing risk of supply shortfall in the fourth quarter.

/

Now that we have takeR the first step with an SPR test, it is
important to move forward or/ coordinated action within the IEA.
The Japanese have told\us tfley are now willing to consider
coordinated action, as as it is done under IEA aegis. There
are indications the Ger are leaning in the same direction.

Rather than placing the tire focus on use of strategic stocks,
which concerns both the Japanese and German governments, we
should consider using tlie YEA to bring additional oil to the
market, be it strategid stogks or company stocks. Under such a
scenario, the U.S. would release SPR o0il (we have no mandatory
company stock levels),/ and the other IEA countries would

either release strategic stocks, ensure companies reduce their
stock levels or take /quantifiable demand restraint measures. By
reducing company stofk holding\ levels from 88 days to 82 days,
Japan could, for exgmple, release 250,000 b/d for 120 days (i.e.,
November-February) ./ A similar pove by the EC (e.g., from 90 days
to 85 days) could yelease 500,000 b/d for 120 days. Coordinated

-- Provides some flexibility to a\very tight oil market;

—= Will probaBly cause prices to fall, bringing relief to
consumers, [particularly in develbping countries.

-= Demonstrages willingness of IEA cQuntries to act together to
counter the economic impact of the\ Gulf crisis.

o cc: The Vice President
Declassify on: OADR i irIiNTs hief of Staff




- Should military conflict erupt, it wofild be preferable to
have the IEA’s coordinated emergency/response mechanism
(CERM) up and running.

as we head into the
ion for any surprise (oil

The extreme\ tightness of the oil marke
season of biggest demand leaves no cu
industry accident, strike, abnormal ather, oil spill), let

alone military\ action. We would not/let our military operate
with no spare pacity; there is no/reason to do so with a key
ingredient of edpnomic growth.

It will take sevekal weeks beforg we have sufficient information
to determine whether the SPR tegt is working smoothly. But the
test draw by itself\ will not c&lm volatile markets or prevent
further price rises\in the sp market; the amount of oil
released is just too\small. dditional, coordinated action may
be necessary -- even e have the results of the test -- in
order to calm markets \and pYevent increased economic damage.

e to monitor the situation closely and
current levels of around $40/barrel,
you direct that the U.S.X working with our IEA partners,
participate in coordina action to place government-owned or
controlled stocks on th¢ market.

I recommend that we conti
that, if prices remain a

RECOMMENDATION
That you approve the

Approve Disappyove



IR RVSRRVESS
% < ;\' ‘Z"/ A -
\A:/' .."":‘-'—-:’/*R SR " e

~7
United States Department of State

Fedq
Under Secretary of State
for Economic Affairs

Washington, D.C. 20520-7310
-SEERE® WITH CONFIDENTIAL ATTACHMENT

September 25, 1990

Dear Brent:

Larry Eagleburger agreed that I should contact you on the
0il price situation. As you know, our representatives leave
for the International Energy Agency meeting in Paris this
afternoon.

You noted yesterday's 40 dollar plus oil price level. This
morning I discussed the whole issue with Bill Simon, the former
Secretary of Energy and Treasury. He strongly concurs with the
view that we need to get cracking on a coordinated stockpile
release. Simon reports that there is no question whatsoever
but that the release of stockpiled oil at the level we are
talking about will have a favorable impact on price. It cannot
prevent panic spikes in prices. It can and will moderate those
spikes and result in lower oil prices than would otherwise
prevail in the presence of an actual shortfall in supply that
is now projected for November and December.

My concerns on this issue were outlined in the cable I sent
you two weeks ago. (See attached)

But there are a few other elements that need to be cranked
into this equation.

1. We obviously need to maintain broad international
political support for our medium term sanctions policy against
Irag. The Germans and Japanese, of course, can afford the
higher price for oil. Many of our poor and middle income
coalition partners at the United Nations cannot afford this
higher o0il price. And if we sit by and let the daily market
pressures edge prices up and up, you will start to see the
international solidarity for the President's policy begin to
fray at the edges.

You may find yourself asked to fish or cut bait with Iragq,
adding to pressures from others who are urging a quick military
solution or King Hussein's alternative.

The Honorable Brent Scowcroft, DECLASSIFIED
Assistant to the President for PER E.O. 13526
National Security Affairs, 20)0-092L3-MR
The White House. wwm 1/19)2e 15
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2. Nick Brady keeps pressing the Fed to cut interest rates
-- in the face of some who think this is inappropriate in the
current inflationary climate. Apart from the Budget Summit,
the most useful thing that could be done to taper off the new
inflationary pressures and help Nick with his interest rate
problem would be a dampening of o0il prices.

Oil price increases help certain debtor countries,
particularly Mexico, whose prospects had been dubious prior to
the recent surge in o0il prices. But our broader interests in
this matter must transcend Treasury's interest in the Mexican
and Venezuelan situation.

3. 1If and when the President decides to support an oil
stockpile release, he will have to press the Germans and the
Japanese. Both are rich, both can afford higher prices, both
may want to keep their o0il stockpile as an insurance policy for
more dire contingencies. There are two counter arguments: *

1. Maintaining the long term economic sanctions policy
against Iraq requires international solidarity. And even
though we are rich and can afford higher o0il prices, the others
are not in this position and we must consider their interests.
Otherwise we may see the support for the sanctions policy
weaken, and pressures for an early military solution may
intensify.

That will get their attention.

2. It is unlikely that the extreme scenario of a further
massive loss of Persian Gulf oil will occur, even in the event
of an all out clash between our forces and Saddam Hussein's.
The moment when he could have pushed into Saudi Arabia and
created vast destruction, is over. He will now be on the
defensive in the event of war. Kuwait's wells may suffer
medium term damage. Iraqis installations may take some damage
in the conflict and some rockets may drop on Saudi Arabia for a
very brief period. But both Kuwait and Iraqi oil is already
out of the loop because of the sanctions. The bottom line is
that the danger we face now is not that there will be another 5
million barrel per day loss of oil, but rather far more modest
disruptions, i.e., another million or two barrel a day
shortfall, that without an active stockpile release, can
translate into bidding wars that drive up the price rapidly.

That's what we need to prevent.
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.

Finally, there will be U.S. political consequences if the
Administration, having spent 20 billion dollars to create an
0il stockpile, fails to use it in the very contingency that it
was designed to deal with.

Richard T. McCormack

Attachment
As Stated
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SUBJECT: A COORDINATED. LIMITED RELEASE FROM THE
STRATEGIC PETROLEUM RESERVE {SPR}

SEPTEMBER 7. L9S90
MEMORANDUM FOR THE SECRETARY

SUBJECT: A COORDINATED. LIMITED RELEASE FROM THE
STRATEGIC PETROLEUM RESERVE {SPR}

1. AS I MENTIONED IN AN. EARLIER MEMO. I FEEL STRONGLY
THAT THE EARLIER VALID ARGUMENTS OPPOSING AN
TEA-COORDINATED RELEASE OF STOCKPILED OIL HAVE BEEN
SUPERCEDED BY NEW DEVELOPMENTS. IN MY VIEW. IT IS
IMPORTANT TO THE PRESIDENT AND TO THE ECONOMY THAT WE
SERIOUSLY CONSIDER SUCH A COORDINATED USE OF STOCKS.

2. IN SPITE OF ACTION BY COUNTRIES WITH SURPLUS
CAPACITY TO EXPAND OUTPUT TO REPLACE IRAQI AND KUWAITI
0IL- AND IN SPITE OF ACTIONS BY CONSUMING COUNTRIES.
THERE IS LIKELY TO BE A WORLDWIDE SHORTFALL BETWEEN .5
AND 1.5 MILLION BARRELS PER DAY {MMBD} IN THE FOURTH
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QUARTER.

3. A COMPLICATING FACTOR IS THE WORLDWIDE MISMATCH BETWEEN
AVAILABLE REFINING CAPACITY AND THE GRADES OF REPLACEMENT
CRUDES AVAILABLE FROM PRODUCERS WITH SURPLUS CAPACITY. THIS
MEANS THAT THERE ARE LIKELY TO BE SHORTAGES OF MID LEVEL
DISTILLATES UNLESS WE CAN FIND MORE SWEET CRUDE SOMEWHERE IN
THE SYSTEM. 1IN SHORT. WE WILL FACE TWO PROBLEMS IN THE FOURTH
QUARTER -- AN OVERALL INADEQUACY OF CRUDES. COMBINED WITH A
MISMATCH BETWEEN THE GRADES OF CRUDE SUPPLIES AND REFINING
CAPACITY.

4. THE ONLY PLACES THAT MORE LIGHT/SWEET CRUDE CAN BE OBTAINED
ARE THE RESPECTIVE NATIONAL RESERVES. ONLY A PART OF WHICH ARE
SWEET. BUT WHICH ARE MORE THAN ENOUGH TO OFFSET THE MISMATCH
BETWEEN THE CRUDES AND REFINERIES WITHOUT A MAJOR DEGRADING OF
THE STRATEGIC RESERVES.

5. THE PRICE RISES TO DATE HAVE OCCURRED WITHOUT ANY ACTUAL
SHORTAGE. THEY ARE BASED ON EXPECTATIONS OF FUTURE SHORTAGES.
THE SPECULATIVE ACTIVITY HAS RESULTED IN OIL PRICES MOVING TWO
STEPS UP AND ONE STEP BACK. BUT THE GENERAL DIRECTION HAS BEEN
UPWARD. WITH PRICES NOW ABOVE 30 DOLLARS A BARREL.

L. BUT BY LATE IN THE YEAR. THE SHORTFALL OF SUPPLY WILL BE
REAL -- BETWEEN 0.5 AND 1.5 MMBD. IF THE EVENT OF SABOTAGE OR
MILITARY CONFLICT IN THE GULF. THE SHORTFALL COULD BECOME MUCH
LARGER.

2. THERE HAVE BEEN RECENT NEWSPAPER ACCOUNTS {INCLUDING A
FRONT PAGE WALL STREET JOURNAL ARTICLEY} DISPARAGING THE ABILITY
OF THE GOVENMENT TO USE THE SPR IN AN EMERGENCY. UNANSWERED BY
AN ACTUAL DEMONSTRATION OF OUR WILLINGNESS AND ABILITY TO USE
THE RESERVE. SPECULATIVE PRICE PRESSURES WILL BE EVEN GREATER
IN AN EMERGENCY.

8. UNSUSTAINABLE SPIKES IN PRICE WILL EVENTUALLY COME BACK
DOWN TO EARTH. AS WE SAW IN THE EARLY 1980S. BUT I WORRY ABOUT
THE DAMAGE TO THE ECONOMY OF A TEMPORARY SIGNIFICANT FURTHER
RISE IN OIL PRICES THIS FALL. EVEN WITHOUT PAST O0IL PRICE
RISES FACTORED IN. THE INFLATION RATE IS ALREADY IN THE 5
PERCENT-PLUS RANGE. EVEN THE PAST OIL PRICE RISES WILL
COMPLICATE THE ABILITY OF THE FED TO TEMPER A SOFTENING U.S.
ECONOMY WITH MONETARY EXPANSION.

9. THE STAFF OF THE CEA ALREADY CONSIDERS 0.4 PERCENT GROWTH
AN OPTIMISTIC PROJECTION FOR THE U.S. ECONOMY BY THE 4TH

QUARTER OF THIS YEAR. NEXT YEAR LOOKS EQUALLY PROBLEMATICAL.
IF WE GET ADDITIONAL RISES IN OIL AND ENERGY PRICES. THE FED

~CONELDENTFEAE
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WILL BE EVEN MORE CONSTRAINED.

10. FOR ALL THESE REASONS. I AM ANXIOUS TO FACILITATE AN EARLY
RELEASE FROM THE STRATEGIC STOCKPILE. IN COORDINATION WITH
SIMILAR RELEASES FROM JAPANESE. GERMAN. AND OTHER IEA MERBERS'
SUPPLIES. EVEN IF THESE RELEASES ARE ONLY DESCRIBED AS A
LARGE-SCALE IEA "TEST" OF THE SYSTEM. IT IS PARTICULARLY
IMPORTANT FOR US TO MOVE QUICKLY. SO THAT THE RIGHT DECISION
NOT ONLY GETS MADE. BUT THE PRESIDENT GETS CREDIT FOR IT. IF
WE DO NOT MOVE QUICKLY. OUR HAND MAY BE FORCED BY CONGRESS.
DINGELL IS SPEAKING OF MANDATING A TEST USE OF THE SPR AS A
CONDITION FOR EXTENSION OF THE SRP LEGISLATION. WHICH IS
REQUIRED BY SEPT. 15.

11. ON WEDNESDAY WHEN I RAISED THIS ISSUE AT THE EPC. ONE
SENIOR OFFICIAL WAS WAS OPPOSED. HE WOULD ONLY FAVOR A RELEASE
FROM THE STRATEGIC STOCKPILE WHEN O0IL HIT 70-80 DOLLARS A
BARREL. IF ADOPTED. THIS POLICY COULD LEAD TO STAGFLATION AND
A REPEAT OF JIMMY CARTER'S ECONOMIC AND POLITICAL FATE.

32. IF WE DO NOT ACT AND BIG JUMPS IN GASOLINE AND OIL PRICES
OCCUR. THIS WILL TEND TO UNDERMINE THE SUPPORT AT HOME AND
ABROAD THAT NOW EXISTS FOR OUR CONFRONTATIONAL POLICIES WITH
IRAQ. PARTICULARLY AS TIME PASSES. PRESSURES WILL INCREASE FOR
US TO FISH OR CUT BAIT IN THE GULF. AND THE PRESIDENT'S CURRENT
POLICY. AS I PERCEIVE IT. COULD BE UNDERMINED.

4. I HAVE EMPHASIZED THAT WE SHOULD NOT ATTEMPT TO STABILIZE
OIL PRICES AT ANY GIVEN PRICE LEVEL. THAT WOULD BE FUTILE.
PARTICULARLY IN VIEW OF THE EXPLOSIVE SITUATION IN THE GULF.
WHEN WE START TO USE THE SPR. WE NEED NOT COMMIT OURSELVES TO A
LONG-TERM PROGRAM OF SALES: WE MAY WISH TO REASSESS MARKET
CONDITIONS EVERY TWO WEEKS AND DECIDE WHETHER TO OFFER MORE OIL
FOR SALE. BUT THE MERE FACT THAT WE HAVE A POTENTIALLY OPEN
ENDED STOCKPILE PROGRAM IN TRAIN WILL PROVIDE A NEW DOWN SIDE
RISK ELEMENT IN THE CALCULATIONS OF THOSE WHOSE SPECULATIONS
HAVE BEEN DRIVING THE PAST OIL PRICE INCREASES. THIS SHOULD
HAVE A CALMING AND STABILIZING IMPACT ON OIL PRICES. ALSO SINCE
WE WILL HAVE COVERED THE NOW PROGRAMMED FOURTH QUARTER
SHORTFALL.
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15. IF WE MOVE WITH A PROGRAM OF THIS NATURE IT WOULD ONLY
INVOLVE A SMALL FRACTION OF EXISTING STOCKPILE CAPACITY. THE
VAST BULK OF THE STORED OIL WOULD REMAIN AVAILABLE SHOULD
MILITARY ACTIVITY DISRUPT SAUDI OIL SUPPLIES AND A MAJOR
SHORTFALL THUS OCCUR. 1IN THIS SCENARIO. OF COURSE. PRICES
WOULD RISE MASSIVELY AND WE WOULD BE IN AN ENTIRELY BALLGAME.

17. WE SHOULD NOT WAIT TO ACT UNTIL WE HAVE ANOTHER
PANIC-DRIVEN PRICE EXPLOSION.

RICHARD T. MCCORMACK
vy



Financial Times, September 27,

Unnecessary
oil shock

THE LEADERS of the
international community have
deservedly been praised for
their irm and united military
response to the Gulf crisis.
Unfortunately, the same can-
not be said of the less glamor-
ous, but arguably more impor-
tant part of the policy
challenge which the world
faced on August 2: the need to
protect the international econ-
omy from the potentially
destructive consequences of
Saddam Hussein’s folly. In the
economic and financial con-
frontation, Iraq is winning.
Either through sheer incompe-
tence or, more likely, because
of inattention at the top, the
western world’s economic
response to the Gulf crisis has
been a total failure.

As a result of these policy
failures, oil prices have risen
by 90 per cent in response to a
supply drop now running at
less than 2.5 per cent of world

output.

The pain caused by this
price explosion, especially in
the most vulnerable countries
of the Third World and eastern
Europe, will not be lessened
one iota by spurious compari-
sons between the severity of
the present oil shock and the
two that went before. The fact
that the world has already
experienced two oil-related
disasters is no argument for
plnngmg beadlol;negn i!:ht: a third

especially wi nature
ol the present oil shock makes
it far more amenable .to intelli-
gent economic policymaking.
There are at least two reasons
why policymakers can and
must act to control the eco-
nomic impact of the confronta-
tion with Iraq.

Heavy replacement

In this oil crisis, unlike the
previous two, the world’s most
important producers have
shown themselves to be every
bit as keen to avoid disrupting
the world economy as the con-
sumers. Opec has already
replaced 60 per cent of the 43
mbd of exports lost from Iraq
and Kuwait and by the end of
the year there should be 95 per
cent replacement, according to
the International Energy
Agency’s latest figures. How-
ever, the richest oil producing
countries in the Gulf should
now be called upon by the
international community to do
even more. They must use the

immense windfall profits they
have been earmng as a result
of higher oil prices to support
the worst-afflicted victims of
the oil shock. With oil prices at
$35 a barrel, Saudi Arabia and
the UAE alone are earning
$4bn to $5bn more in ail reve-
nues each month than they
would have been at $20 a bar-
rel. They should now formally
undertake to recycle the bulk
of this surplus te non-oil prod-
ucing countries in the Third

World and eastern Europe -
and to do so as straight grants,
not loans.

Enormous reserves

Secondly, the world should
have learnt from its experi-
ences in 1974 and 1979 - we
now know that the worldwide
balance between oil supply and
demand is unlikely to sustain
prices above $20 to $25 a barrel
in the medium term, and large
consuming countries have
taken the precaution of build-
ing up enormous reserves to
insure themselves against
short-term supply disruptions.

The failure to use strategic

daily. Even if 25 per cent of its
present 600m barrel capacity
were used up by the end of the
year, this reserve could still
release oil at its maximum rate
for more than six further
months.
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NATIONAL SECURITY COUNCIL
WASHINGTON, D.C. 20506

September 27, 1990 APNSA Has Seen

ACTION
MEMORANDUM FOR BRENT SCOWCROFT

FROM: Richard N. Haass

SUBJECT: Talking Points for Your Meeting with Jewish Leaders
Thursday, September 27

Attached are the talking points for your meeting with Jewish
Leaders today at 1:15.

Attachment:
Talking Points
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POINTS TO BE MADE FOR MEETING WITH
PRESIDENT FOR JEWISH AMERICAN LEADERS, 9/27

Glad to have this opportunity to meet with you, both to give
you a sense of what we are up to and to hear from you.

Right now we are naturally focused on the Gulf. We have the
key pieces of our policy in place: 8 UNSC resolutions,
sanctions, growing multinational forces, burden-sharing.

The intent is to give sanctions time to persuade Iraqgq to
withdraw from Kuwait without condition.

If we succeed, I fully believe that we, together with our
friends in the region, the UN, and possibly the Soviets, can
work out satisfactory arrangements that would contain Iraq.

If it becomes clear that sanctions are not working, or if
Iraqg escalates one way or another, we will reassess our
approach...but not our objectives. Too much is at stake to
falter here.

To succeed, we in the administration are looking to help
from the Congress: to fund the Desert Shield supplemental,
to forgive Egypt’s FMS debt, to support arms for Saudi
Arabia.

On Egypt, let me simply say that it constitutes half the
Arab world, and that without Mubarak we cannot succeed, and
that without debt forgiveness Egypt and Mubarak will be
weakened.

On Saudi arms, I can appreciate your concern. But let me
point out that we cannot support the Saudis and not provide
them with the means to deter Irag and help defend
themselves. Also, they have a record of acting responsibly
with what we have sold them.

As for Israel, let me say that we are sensitive to its very
real security needs and are already meeting them where we
can.

Let me also say that 150,000 American soldiers add to the
region’s stability. No one should doubt our commitment
here.

As for our larger relationship with Israel, we are pleased
with the support and understanding we have received. We are
open to considering ways of easing their economic burden. I
also hope that we can reach agreement on terms that would
allow us to provide the $400 million in housing guarantees.

Last, I would only add that amidst all these clouds in the
current crisis there may also be some silver linings...in
improved US-Soviet relations, in a stronger UN, and even in
the peace process if we can sustain this coalition of Arab
states and work to help promote peace in the aftermath of

the crisis.
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NATIONAL SECURITY COUNCIL
WASHINGTON. D.C. 20508

September 27, 1990

ACTION

MEMORANDUM FOﬁ BRENT SCOWCROFT

FROM: Richard N. Haasé%zzzi>

SUBJECT: Talking Points for Your MeetingSwith Congress,
Thursday, September 27

Attached are the talking points for your meetings with Congress
today. '
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Talking Points
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FULINLY 1Y BE MADE FQOR MEETING WITH
CONGRESS

Glad to have this opportunity to meet with you, both to give
you a sense of what we are up to and to hear from you.

Right now we are naturally focused on the Gulf. We have the
key pieces of our policy in place: 8 UNSC resolutions,
sanctions, growing multinational forces, burden-sharing.

The intent is to give sanctions time to persuade Irag to
withdraw from Kuwait without condition.

If we succeed, I fully believe that we, together with our
friends in the region, the UN, and possibly the Soviets, can
work out satisfactory arrangements that would contain Iragqg.

If it becomes clear that sanctions are not working, or if
Irag escalates one way or another, we will reassess our
approach...but not our objectives. Too much is at stake to
falter here.

To succeed, we in the administration are looking to help
from the Congress: to fund the Desert Shield supplemental,
to forgive Egypt’s FMS debt, to support arms for Saudi
Arabia.

Our need for the supplemental funding is obvious. Despite
the considerable help we have received from our allies in
Europe and the Asia and from our friends in the Middle East,
the total cost of Desert Shield will require additional
resources of our own. This is not only necessary but
proper: it is important that we be seen to be making
sacrifices as we ask others to as well.

On Egypt, let me simply say that it constitutes half the
Arab world, and that without Mubarak we cannot succeed, and
that without FMS debt forgiveness Egypt and Mubarak will be
in danger. The President is on record saying just how
critical this request is to our overall undertaking.
Egypt’s case is unique, both economically and politically.

On Saudi arms, I can appreciate your concern. But let me
point out that we cannot support the Saudis and not provide
them with the means to deter Iraqg and help defend
themselves. Also, they have a record of acting responsibly
with what we have sold them.

We have taken congressional concerns into account in
reshaping our request, and now I ask for your support.

As for Israel, let me say that we are sensitive to its very
real security needs and are already meeting them where we
can.

Last, I would only add that amidst all these clouds in the
current crisis there may also be some silver linings...in
improved US-Soviet relations, in a stronger UN, and even in
the peace process. But all this requires that we succeed,
and your continued support is a pre-requisite.
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Heads of State Correspondence Summary

Prime Minister Shamir of Igrael - September 24, 1990
(Received September 26)

PM Shamir acknowledg your September 13 letter and agrges with
your assessment of e Helsinki summit. Two top Israel ministers
recently met with President Gorbachev to discuss economic and
scientific cooperation between Israel and the Soviet Union.

On the Gulf sit:gyig;, PM Sahmir "believes that Saddam Hussein
considers an at¥ack on Israel a vital element in his overall

design". Even with limited results, Iraq would provoke the Arab
world to unite against Israel and thereby "undermine the anti-
Iragi coalition which you have established." He recognizes the

need for close contact between Israel and the U.S. He also
advises against the proposed sale of arms to Saudi Arabia.

He concludes by asking for financial and military assistance in
the wake of the crisis and as Israel tries to absorb thousands of
immigrants.

President Ozal of Tu
(Received Septembe

ey - September 23, 1990
27)

President Ozal
Turkish Arm
cooperation
accomplished.

ends a list of modernization projects for the
orces. He hopes that with your support,
etween our countries for this program will soon be

p
President Ghulam Ishaq of Pakistan - September 15, 1990
(Received September 27

President Ghulam ag asks for $500 million in emergency

assistance to p cover Pakistani economic problems as a result
of the Gulf cr¥is. He notes that he supported UN sanctions and
sent troops to Saudi Arabia.
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MEMORANDUM FOR BRENT SCOWCROFT
THROUGH : WILLIAM F. SITTMAN
FROM: GEORGE VAN ERON W’L
SUBJECT: Heads of State Correspondence Summary
as of September 28
Attached at Tab I is a summary of the Heads of State
correspondence received by the Secretariat since Wednesday,
September 26.
RECOMMENDATION
That you forward the attached summary to the President.
Approve Disapprove

Attachments
Tab I Summary for the President

Tab A PM Shamir - Israel

Tab B President 0Ozal - Turkey

Tab C President Ghulam Ishag - Pakistan
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Llzlls September 28, 1990

ACTION

MEMORANDUM FOR ROBERT M. GATES Deputy Nati Sec Advisor

THROUGH : /ﬁ,@;f@&é N. HAASS
CHOLAS ROSTOW
FROM: %AMSRA CHARLES

SUBJECT: War Crimes Package

Attached at Tab I is State’s proposed plan of action for dealing
with the issue of war crimes perpetrated by Irag. It includes:

a demarche to the Iragi government, a public statement that would
be issued after the demarche is made, a message to the ICRC
asking it to play an active role under the Geneva convention, and
cables advising our allies and our Embassy in Kuwait of our
actions.

There is one disconnect: Kimmitt’s memo implies that the
September 21 DC approved this course of action; however, no one
at the meeting had seen the package at the point. In addition,
the NSC has not participated in any earlier interagency meetings
on this subiject.

We have reviewed the package and in principle have no objection
to it. The language changes on various portions of it have been
conveyed to Kimmitt’s office. Prior to the Monday’s DC, the
interagency lawyers will try to look at it once more so that the
DC can give it a final blessing. Kimmitt’s staff has agreed that
the program should not go forward until it has final DC blessing.

RECOMMENDATION

If you agree, we will so inform Bob Kimmitt’s staff and proceed
as outlined above.

Agree Disagree

iq(

w /Q,QQ %

Attachment _52;1/ .
Tab I Proposed Plan of Action /éiav éj%Zj
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United States Department of State

Under Secretary of State
Sfor Political Affairs

Washington, D.C. 20520
September 24, 1990

S
TO: NSC - Mr. Gates
DOD - Mr. Wolfowitz
Justice - Mr. Barr
Treasury - Mr. Robson
JCS - Admiral Jeremiah
CIA - Mr. Helgerson
FROM: Robert M. Kimmitt €.M-K-

SUBJECT: Iragi War Crimes

At the Deputies Committee meeting on September 21, we
discussed several proposed measures related to Iraqi war
crimes. It was agreed in principle that we should move forward
on these measures. Paul Wolfowitz suggested that we add
references to war reparations in our demarche, which has been
done.

I indicated that I would circulate the paper describing the
measures prior to taking action in order to provide agencies
with another opportunity for comments. The Security Council
Resolution to be adopted tomorrow will refer to Irag's
responsibility for compliance with the Geneva Conventions and
for grave breaches. We would like to make our demarche and
pursue the other measures shortly thereafter. Please inform my
office whether you have any additional comments by COB Thursday
if possible.

DECLASSIFIED
Enclosures: As stated PER E.O. 13526
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IRAQI WAR CRIMES: PROPOSED CCURSE OF ACTION

Legal Background

(o] .A-Y . oan , . . 5
I:aq'sAaagre551on¢aga1nst Kuwait violategd international
law. Moreover, in its conduct of the conflict and occupation,

'p{'has committed numerous war crimes against Kuwait and thirg

country nationals, such as by using them as a shield against
military operations. Some of these war crimes, such as the
taking of hostages, are grave breaches of the 1949 Geneva
Convention on the Protection of Civilian Persons in Time of
War. The Security Council Resolution that is scheduled to be
voted on September 25 contains a paragraph stating that the
Government of Iraq is liable for the grave breaches committed
by it.Fas other individuals who commit or order such act;] (See
legal memo at Tab J.)

All States party to the Geneva Convention have a duty to
search for and prosecute those responsipble for grave breaches.
Under existing treaties and the Nuremberg Principles, those
responsible for these acts could be held personally responsible
in the domestic criminal courts of any nation or coula be tried
by an ad hoc international tribunal established for this
purpose (such as the International Military Tribunal at
Nuremberg). Moreover, under Hague Convention No. IV of 1907
and customary international law, Iraq can be held accountable
for reparations for its breaches of the law of war and other
violations of international law.

In fact, however, there have been few major prosecutions
for war crimes since the World War II period, in part because
of evidentiary problems but primarily because of conflicting
policy considerations (see below).

Actions to date

Consistent with standard DOD practice in any conflict where
Americans are affected, the Office of the Judge Advocate
Genéraﬁgoﬁ*the U.S. Army has opened a war crimes file on Irag
and is gathering relevant information. This action is required
under untlassified DOD directives, and was confirmed to the
press. -JCS.has also issued instructions to CENTCOM to monitor
war crimes.and to collect appropriate information, in
consultation with appropriate Kuwaiti officials.

DECL : OADR DECLASSIFIED

PER E.O. 13526
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Editorials have already addressed the war crimes issue in
leading papers (Tab H), and press guidance was used in response
to an article reporting on possible U.S. Government action (Tab
F). Moreover, members of Congress have raised this issue in
hearings, and we expect that written inquires will also be made.

The European Community has issued a statement which charges
Irag with grave actions in violation of humanitarian principles
and states that individual Iragis will be held responsible in
accordance with international law (Tab I). However, the
statement avoids certain buzz words, like "war crimes" and
"Nuremberg". The U.K. has also issued a unilateral statement.

Analysis

Our approach to this issue needs to take into account the
conflicting impact that our statements and actions can have on
the Iragis and others. A firm line might deter Irag from
further breaches and save Americans from mistreatment; would
demonstrate U.S. support for and promote international law;
might help deter future aggressors; and may create divisions
within the Iragqi military establishment about future action.

Oon the other hand, highlighting this issue excessively
could limit our diplomatic options by making it more difficult
to justify an ultimate settlement which leaves Hussein in
power; could actually undercut international law if no
prosecutions follow; could harden Hussein's unwillingness to
settle if he concludes that the United States will insist on
his prosecution; and could lead (as it did in Vietnam) the
Iragis to accuse Americans of war crimes and to take
retaliatory actions. The effect of our actions on our efforts
to get additional Americans out of Iraq, and on Perez de
Cuellar's efforts, must also be considered. A unilateral U.S.
stance could make it easier for Iraq to portray the issue as a
U.S.-Iraq matter, or even as a mere propaganda ploy.

RECOMMENDATIONS

Consulations have taken place between State, DOD, Justice,
NSC Sstaff, and JCS, regarding the war crimes issue. Based on
these discussions, the following specific steps have been
recommended and approved in principle by the Deputies
Committee. (The cables will be updated prior to being sent.)

1. A public statement that would be used after we had made
a demarche to the GOI. A draft modeled on the EC statement is
attached at Tab A.

s
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2. A diplomatic note to Irag, putting it on notice that
the Iragi Government and its officials will be held accountable
for the mistreatment of Americans (Tab B).

3. A cable to the ICRC, requesting it to take an active
role under the Geneva Conventions (Tab C).

4, A cable to our Embassy in Kuwait replying to Ambassacdor
Howell's request that we take appropriate action on Iragi war
crimes (Tab D).

5. A caple informing the U.K., France, Egypt, Saudi
Arabia, and Kuwait of our actions, and consulting with them
about possible additional steps (Tab E).

The following additional options have been identified,
which are not recommended at this particular time but. They
may become desirable based on events in the upcoming weeks:
establish a formal interagency Iragqi War Crimes Committee;
issue a joint statement with other countries on the issue of
war crimes; begin consultations on the establishment of an
international war crimes tribunal; encourage discussion of
Iragi actions in the UNGA annual consideration of the Report of
the International Law Commission on Crimes Against Peace.

Attachments:

Tab A -- Public Statement

Tab B -- Demarche

Tab C -- Cable to ICRC

Tab D -- Instructions to Kuwait
Tab E -- Cable on Consultations
Tab F -- Press State 9/31/90
Tab G -- Cable from Kuwait

Tab H -- Press Articles

Tab I -- EC Statement

Tab J -- Legal Memorandum
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Press Guidance

Personal Responsibility of Iraqi
Officials for Actions Against
American Citizens

Q: Iraq has taken American citizens hostage and is using them
as a shield against military operations. Are those actions
war crimes? Are you going to take legal action against the
Iraqi officials responsible for these acts?

A: -- Iraqg's invasion and occupation of Kuwait is in blatant
violation of international law. The Security Council of
the United Nations and the/w6}ld/e6;munity recognize that e

this is the case, and are taking strong measures to deal

with Irag's unlawful actions.

-- Iraq has also shown little respect for fundamental
principles of humanitarian law. 1Iraq is bound by
international law to protect foreign nationals on its

territory and in occupied Kuwait.

-- The United States has reminded the Government of Iraq of
regaToEwg its legal obligations toward the United States
and American citizens. In particular, we have reminded the
Government of Iraqg that it is unlawful under international
law to take hostages and to use the civilian population as

a shield against military operations.



-- We have also reminded the Government of Iraqg that we
will hold any Iragi citizens who harm Americans personally
responsible for their actions in accordance with
international law. This includes any government officials
and military personnel. We will also hold the Government
of Irag responsible for reparations for the damage it has

caused and for violations of international law.

-- The Security Council of the Unitea Nations has also
reminded the Government of Irag that Iraq and its officials
are responsible for the grave breaches of the Geneva

Conventions that have been committed.

-- We again urge the Iragi government to comply with
international law and the directives of the Security

Council.

&

0: [If -asked] Does this means that the United States will
insist on prosecution of Saddam Hussein for war crimes?
A: -- We're keeping all options open.
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Demarche to Baghdad

Complimentary Opening

The United States of America reminds the Government of Iraqg
that both nations are party to meme=exws international
agreements regarding the protection of the victims of war,
including the Geneva Conventions of 1949, and that the Hague
Conventions of 1907 have been declared to be part of customary
international law by the International Military Tribunal at
Nuremberg. In blatant violation of these Conventions and
customary international law, American citizens and other
nationals are being held hostage in Iraq and Kuwait and are
being used as a potential shield against military operations.

The United States of America reminds the Government of Irag
that the Government of Irag remains responsible for the_sf
implementation of treaties to which it is a party and/customary
international law. In particular, the United States reminds
the Government of Irag that under international law, any
individual gquilty of violations of the Geneva Conventions and

o relat?d international law may be held personally liable at any
éxhwii& time,/without any statute of limitations. This includes

QF‘ X members Q;{th “E£933“Armed Forces and civilian government
e _Lﬂ officials K”& e United States also reminds the Government of
ccmshﬁukA >

‘ . Iraq that  under international law, Iraq has a responsibility to
‘“&f““hmmx make reparations for the damage it has M\¥ caused to Kuwait and
Feonal, other countries and their nationals, and to provide
compensation for violations of the law of armed conflict.

The United States of America calls upon the Government of
Irag to respect its legal obligations and to prevent further
violatiqQns of the Geneva Convention and other humanitarian
treaties and to comply with the directives of the United
Nations Security Council. Compassion and an attempt at redress
for the grave violations of humanitarian law that have recently
occurred (including the immediate release of all hostages) will
be taken into account by the United States in determining
future action with respect to those responsible for current
events in Irag and occupied Kuwait.
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OUTGOING TELEGRAM INITIAL HERE ++++

DEPARTMENT OF STATE AUTH _ DRAFT
CLEAR 1 2 o
3 4 5
6 7 8

L/PM:ERCUMMINGS:TWM
08/30/90 77838 WPPPM 523

IMMEDIATE GENEVA

E.C. 12356: DECL: OADR

TAGS:

REF A: GENEVA 5993 REF B: GENEVA 6228
SUBJECT: ICRC ACTIVITY ON IRAQ
1. CONFIDENTIAL - ENTIRE TEXT.

2., IT IS THE VIEW OF THE U.S. GOVERNMENT THAT U.S.
CITIZENS IN IRAQ AND OCCUPIED KUWAIT ARE PROTECTED PERSONS
WITHIN THE MEANING OF ARTICLE 4 OF THE GENEVA CONVENTION
ON THE PROTECTION OF CIVILIANS IN TIME OF WAR. IRAQ HAS
VIOLATED THE CONVENTION IN NUMEROUS WAYS, IN PARTICULAR BY
TAKING HOSTAGES, USING THE CIVILIAN POPULATION AS A SHIELD
TO MILITARY OPERATIONS, AND REMOVING AMERICANS FROM KUWAIT
TO IRAQ. [ARTICLES 33, AND 28 AND 49 OF THE CONVENTION. ]
IN RESOLUTION 668, THE SECURITY COUNCIL REAFFIRMED THAT
THE GOVERNMENT OF IRAQ AND ITS OFFICIALS ARE RESPONSIBLE
FOR THE GRAVE BREACHES OF THE CONVENTIONS THAT HAVE
OCCURRED.

3. THE ICRC HAS HISTORICALLY PLAYED A MAJOR ROLE IN THE
IMPLEMENTION OF THE GENEVA CONVENTIONS, AND NORMALLY MAKES

EEEFCQ:LASS'F“; CONEIDENTTAL
E. 26
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CONFIDENTIAE 2

AN ANNOUNCEMENT REMINDING STATES OF THEIR LEGAL
OBLIGATIONS UNDER THE GENEVA CONVENTION ONCE HOSTILITIES
BEGIN BETWEEN NATIONS. REF A STATES THAT THE ICRC HAS
DONE SO WITH RESPECT TO THE SITUATION IN THE GULF.

4., WE ARE MINDFUL OF PRIME MINISTER THATCHER'S UNUSUAL
PUBLIC CRITICISM OF THE ICRC FOR ITS LACK OF ACTIVITY IN
THE CURRENT CONFLICT. WHILE WE APPRECIATE THAT IRAQ MAY
BE UNWILLING TO COOPERATE, WE BELIEVE THAT THE ICRC NEEDS
TO PLAY AS ACTIVE A ROLE AS POSSIBLE. WE ARE PREPARED TC
PROVIDE WHATEVER SUPPORT WE CAN IN DOING SC. PLEASE
CONVEY TO THE ICRC OUR VIEWS ON THE APPLICABILITY OF THE
CONVENTIONS TO AMERICANS IN IRAQ AND OCCUPIED KUWAIT.

THE ICRC SHOULD ALSO BE INFORMED THAT WE ARE CLOSELY
MONITORING REPORTS CON IRAQI VIOLATIONS OF THE LAW OF WAR,
AND THAT WE HAVE NOT RULED OUT ANY ACTIONS ON IRAQI WAR
CRIMES.
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PRESS GUIDANCE August 31, 1990

wWar Crimes

If Asked

Q:

The Los Angeles Times reported today that the u.s.
Government 1is maintaing files on Iraqi war crimes for use
in a Nuremberg-style war crimes trial. Can you comment on
this report?

-- We are of course very concerned about Irag's violations
of international law, including the taking of hostages and
the use of civilians as a shield against military

operations.

-- It is the normal policy of the U.S. Government to
maintain files on possible violations of the law of war
involving American citizens. The Department of Defense

maintains such files pursuant to long-standing directives.

-~ We hold the Government of Iraq and its officials and
military personnel responsible for all actions involving

Americans.

-- We have not ruled out any actions in response to Iraqi

violations of international law.
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Notice to Iragq:
Hostage-Taking
Isa War Crime

By Masx Herpmiy

Even if all lawyers should
mest shoxhd be the
comduct of {gn relations. Ina
system that requires consensus and civil
order. they tend to confront barbarian out-
rages with impotent legalities. applying
the softest tools 10 the hardest stoge.

But the call to international law is not
always an attempt to dignity capitulation
by the construction of illusion. In concert
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. ter across the exquisitely delineated

Barty in the Second World War. Roose-
velt and Churctull insistently made the
punishment of war crimes one of the aims
of victory. and many of the guiding decla-
ragons issued in the war years were em-
phatic: The St. James. Moscow. and Pots-
dam deciarations. the last of which stated
with compeiling simplicity that *Stern jus-
tice shall be meted out to all war cruninals
including those who have visited crueities
upon our prisoners.’

[n October 1343, the Alljes
The United Nations War Crimes Cdmmie-
nonuanmsmunonformepmncallp-
plication of the near umversal sentiment
Aganst war crimes. The effectiveness of
such steps is hard to judge. but it is lmpos-
sible to i1gnore the difference In treatment
experienced by Allied prisoners of
Reich., whose governments made
what they would do after the war
the potential of winning, and
bly the Jews, who had no such
guarantee exists that stmilar steps
m.
tural lines that separate
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ltle mare than the collected speeches of
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LOS ANGELES (AP) - U.S. officials are compiling a list of alleged
violations of international law to use against Iraqi President Saddam
Hussein in a Nuremberg-style war crimes trial, a newspaper reported

today.

The Bush administration could cite the alleged violations to justify
any military action against Iraq, according to administration sources

quoted by the Los Angeles Times.

The administration also might make the capture of Saddam and his key
advisers for trial one of the objectives of the U.S. buildup in the
Persian Gulf, officials told the Times.

''Some (legal) action has to be taken, both because we have a right
to bring him to justice and to deter him from further violations, '
said an administration official, who spoke on condition of anonymity.

In the short term, administration officials said the preparation of
charges was intended to deter Saddam from taking further action against
thousands of civilian hostages in Iraq and Kuwait.

The report did not state whether Plans were being made for Saddanm's
capture or in what venue the administration would want to try the Iraqi

leader.

Among the alleged violations cited by officials is that Saddam has
waged a war of aggression by invading Kuwait on Aug. 2. That charge
formed the basis of the wvar crimes trials of Nazi leaders in Nureaberg

after World War II.

Other possible allegations include using chemical weapons, taking
hostages, kidnapping diplomats, violating embassies and holding
captives at military installations, officials said.

Those actions constitute violations of the 1949 Geneva Convention
and the 1973 New York Convention protecting embassies, diplomats and

their families, the officials said.

''Saddam has really put himself in a situation of dire jeocpardy by
using civilians,'' said Abraham D. Sofaer, a former State Department
legal adviser. ''It's a clear violation of the laws of war. To
intentionally expose civilians for military purposes is a clear



violation of the Geneva Convention.''

AP-NY-08-31-90 O557EDT<+
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Apply the Rules of Law

By John Norton Moore and Robert F. Turner

/
CHARLOI TESVILLE, Virginia
— Surely no one wishes to see
the current crisis resolved by a war
in the Gulf region. Fortunately, in-
ternational law provides a range of
options for the Elmted Nations Se-
curity Council to use S‘Xu!un ad-
ditional pressure on
sein and his colleagues to cease lheu'
:!;tsuon immediately and provid-
verifiable and adequate assur-
ances that it will not be repeated.
_ States that breach their interna-

the Security Council has authority urm .
der Articles 39 and 41 of the UN-
Charter to establish an ad hoc interna- *
uonal mbunal 10 hear “war crime”
against Mr. Hussein and his
chx hcutcnanu. If be does not cease
ession and release all hostages
unnﬁ:atdy, this would seem to be a
reasonable additional sanction to sig-
nal future potential aggressors of the
high costs of such misconduct.

Any such trials rust be scrupulous-
ly fair and all defendants must be
given the opportunity to be present,
give evidence, be represented by coun-
sel, challenge evidence and the like;
the refusal of a defendant to appear,
however, should not preclude a trial.

’ﬂ:c Security Council has the au-

g under Articles 48 and 49 of

er 10 require all nations to
rwogmzc the judgment of such a tni-
b\ml,solhatevcndnmalhd\ob-
held in absentia a convicted defen-
dant would be vulnerable to arrest
unishment if be entered the

jon of another state.

The world economy has already suf-
fered billions of dollm in losses as a
conduct.

'E

use t other innocent countries
or le in the future,
world peace and the rule of law

are to have a chance, it is these types
o(umthnubmldlomlhupdn

for any “negotiations.”

Mr. Moore is director of the Center
for National Security Law at the Uni-
versity of Virginia dhodo/lzv Mr.
Turner is of the American
Bar Association’s Standing Commitiee
on Law and National Security. They
contributed this comment to the Inter-
national Herald Tribune.
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DEPARTMENT OF STATE
EXECUTIVE SECRETARIAT

TRANSMITTAL FORM

G0 NG P
| S/S__ 9020449

15956

Date September 28,

1990

Mr. William F. Sittmann
Executive Secretary

National Security Council Staff
The White House

s
7

REFERENCE :

To: William F. Sittmann

From: Prime Minister Poul Schluter

Date:_Sept. 20, 1990

Subject:A letter to President Bush from Danish Prime

Minister Poul Schluter.

WH Referral Dated:
NSCS ID# (if any):

The attached item was sent directly to the
Department of State.

ACTION TAKEN:

XX

A draft reply is attached.

A draft reply will be forwarded.

A translation is attached.

An information copy of a direct reply is attached.

We believe no response is necessary for the reason
cited below.

The Department of State has no objection to the
proposed travel.

Other (see remarks).

REMARKS: The incoming letter is a response to a Presidential

message.

5uﬁf%ijb/

Director
Secretariat Staff
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S/s 9020449 I T TV
United States Department of State

I,W iy Washington, D.C. 20520

September 20, 1990

MEMORANDUM FOR: Mr. William F. Sittmann
Executive Secretary
National Security Council Staff
The White House

SUBJECT: Alerting NSCS on Presidential
Correspondence

Enclosed is the original of a letter to President Bush
from Danish Prime Minister Poul Schluter

which 1s transmitted for your information.

This correspondence was received in the Information Resources
Management Section of the Executive Secretariat on September 20, 1990
A copy has been assigned to the appropriate bureau for action.

Director, S/S-1
Information Resources Management Section
Executive Secretariat
647-2991



