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2 SUBJECT: Export-Import pinancing for lraq

15SJE FOR DECISION

guarantees toO Iraq.

guarantecs for Iraq.

1ine of credit.

ESSENTIAL P ACTORS

for Irag limited to $200 million expoaute.

ghort-tera parformanca.

repayments roach $100 million; furtnaer

repayrent.

LEGAL CcORSIDERATIONS

Eximbank currently offers a short-tara i

that to operate BOr¢ offectively in Iragq, th
to mediup~-tesn ¢inancing, formally linking nev covar /e

one approach undet consideration vould
nca short-tarm

{1lion incrementd
of mediumetarm credits up to @ paxinum of $200 millien would
Lecome available with each 450 million in short-tara

This way, 8 gradually {ncreesing GRposure would
maintain Eximbank's l¢verage ovat Iraqi payments and ancourags
Iraq to import U3 goode under shott-term credits.

extend §100 aililion in pediun-torm cover O
$350 @

3/8 8836955
United States Depariment of State
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This is properly ~
gomething which we should
not decide one way OF the
othar, leaving & free field
to the incoming stra-
tion. GPS, 1/4/89

whether Export-Import pank should extend medium-~ters erport
HEA and BB believe that the Departmant
should pose no political objection to pedium-taerm export

EA believae that fraq's record of
ex-raordinarcily setious human rights viclations in 1988 clearly
requires opposition to the proposed increasge

{n itz Bxia Bank

nsurance facility
exim ostaff boliaeves
o Rank ghould BoOVvVe

Zxim Bank {8 statutorily tequired to make its decisions on

financial and commercial factors alone.
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provided js where the *president determines that such action
,.. would clearly and {mportantly advance U.S. policy in such
areas as ... human rights.® Authority for making
jerterminations was delegated to you {n £.0. 12166 (October 19,
1970). E.O. 12166 furthert provides that before making such &
determination, Yyou ghall consult with the Secretary of commarce
and "the neads of other intereated executive agencies.®

Given the language of the statute, L bpelieves |t is
inappropriate for the Department to recommend that Zxim take
himan rights considerations into account unless you make the
required statutory determination, following the required
consultations. This determination {s required vhether the
department 18 reconmending denial of credits by Exim OTr &
prolonged deferral of an Exim decision., (L does not beliave,
however, that a formal determination {s trequired for routine
staff exchanges with Exim on the human tights factors that
would be considered by state in the event Exim requested &
Depacrtment position ot for the Department to ask Exim to delay
a decision for a short pariod.)

HEA AND EB VIEWS

NEA and 2B balieve there are sound and senaible reasons for

going ahead now with a decision based on econosic and financial
considerations.

Iraq i8 potentially a najor market and could offer govaral
pillion dollars vozth of new U.3. axports ovar the next few
years as teconstruction of war danage getd undor way. U.8 -
companies need access to longer terimd credit guaranteec RO
compete effectively for new business opportunitios being opened
up by the end to the fighting in the persian Gulé.

ror example, Cccidental petroleun is bidding on & $500
million oilfiela dovalopoant project. Hithout Bxim guaranteod,
oxy wiil have te source equipnent fof ovarseae cuppllers who
nave financial guarantaeed. Hest inghouse ia dbidding for 8260
nillion worth of wmutbines for a $1 billion pover plant
prodact. The gitm lost out on twe othar pover plants dua teo
lack of export financing.

exim financing would give a big economic and politicel
poost to U,8. firm3 corpeting for pusiness in Iraq. poth
Occidential and Westinghouse viev gxim as & major elezaont IR
keeping their pids competitive, and other U.S. firas repott
they are in the same position,
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~he lraq: .Leadersnhip also wants expanded commercial ties
with the U.5. Commercial ties could open the way for improved
political relations. Irag is already our largest & ricultural
rarket in the Arab worid -- slated to receive over 21 pillion
1n Comnodities Cred:® Corporation (ccc) credits in PY 89 alone
-- and there are §trong prospects for exports of manufactured
goods.

HA BUREAU VIEWS

HA argues that the prutality visited on portions of Iraq's
xurdish pooulation demands that we strongly oppose this
proposed increase in Iraq's Exim sank credit facility. Indeed,
the persecution of the kurds {8 consonant with the genaral
framework of repression in Saddam Hussein's Iregq ==
characterized by execution and extrajudicial xillinga of real
or perceived opponents of the tegime, A widely feared and
teputedly omnipresent secret police, the use of torture, and an
effort to control all aspects of soclety. BA points out that
less than fout months ago, the l1zaqi governmant launched a full
scale milivary operation in which it enployed chemical wedpoOns
against part of {ts own Kurdish population. Of the acre thab
60,000 Kurds who fled Iraq, close to 40,000 -- aocstly woman and
children =-- remain in refugee canmps in Turkxey. The Onitod
States took the 1ead in condemning Iraq's actions and initiated
the effort toc hold an international conferenca on chesical
weapons in Paris in early 1989.

HA pelieves the use of roxic charicals in attacking wurdish
villages igs only one facet of a major, brutal caapaign by tho
lragi Government against the Rurds. A Senate gtaff roport put
it zhig ¥ay:

*Iraq is engaged in a nilitary policy intended to
depopulata Iraqi Rurdistan. Elonentn of the policy
include: (1) the dostruction of villages and LOuns
throughout Kurdistan: (2) the relocation of the Rurdish
population to concentrated nev gettlamento where pilitary
contzol can be exercisged; (3) the deportation of Rurda to
areas outside Kurdistan and (4) the use of terror tactics,
including chemical wesponsa, vo driva civilians out of the
areas to D€ dapopulated.®

Jescribing her visit to xurdisetan in & November 28 cable,
Ambassador Glasple confirmed the disappearance of nupetous
villages and the relocation of tha xurdieh population.
Estimates of the numbers of resettled persons and tefugees
range upward from 400,000,
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Tme regime of Saddam Hussein has long been known as one of
the mose brutal and repressive in the world. But its actions
1n 1988 outdid its previous performance. They probably
constitute the most serious violations of the 1980's. The
measdres taken azainst the Kurds were not the actions of
soldiers or policemen exceeding their orders. The actions verle
ordered from the very tOP. in a cold, calculated manner,
designed to kill large numbers of Kurds, frighten others into
fleeing the country, and destroy large portions of the rural
Kurdish areas, On which Iragl Kurdish culture is based. If the
general American public were avare of Iraq's human rights
violations, as it is aware of human rights vioclations in
countries covered more fully by the media, there would indeed
pe a great public outcry against U.S. asgsistance to that
country. Even though the facts sbout Iraq's deplorable human
rights record are not generally known, they ate known to us &nd
should be taken into full account. HA believes U.S. assistance
to lrag can simply not be squared with our worldwide husan
rights policy.

Accordingly, HA recommends that we should develop an Action
memo for you with a recommenddtion regarding a formal human

righta determination for lrag, &s required under the Ezxim
statute.

moreover, reaction in the foreign affairs comnnittees on the
4il: would be negative. The RPAC staff has {nfornally told REA
that we rigk an adverse reaction from the Committee unless ve
wait until afrer the cW conferance in Parisc before procecding,
and we can expect to vake some flak {f we go forvard nov. Thae
Commerce Committee and other trade asgsoclated comnittees By be
privately supportive. HA pelioves the Hill's reaction to
extending credits to Iraq will be all the more negative i the
decision iz taken while Congress i3 adijournad,

CORCLUSICH

KwEh disagrees with the underlying premises of BA'S
analysis, which relies heavily on charges @made by Rurdiah
guerrillas and tha SPRC report. The lraqli military cagpsign,
prutal as it was, gought to reclaim territoriee occupied for
ye&rs Dby rebels closely allied with, and financed, armed and
reinforced by, lran as & gecond front., We see no evidence of
an attempt to wipe out the Rurds as & whole: The milltary
campaign took place in an ares inhabited (according to Xurdish
rebel sources) by 150,000 of Irag's two million Kurds.
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wry aqrees that the basic nature of lraq's Ba'athist teqgime
15 none to ouf 11king. We should continue ro monitor its human
r.gnts performance and speak out forcefully against abuses.

But we srould be nard-headed in oul expectltiona of what ve
szand to ga.Ln by economic pressures. The telatively gnall
credit line urder consideration -~ dwarfed, for exasple, by rY
89 CCcC credits =~ nas far greatet use with Baghdad as a carrot
than as 4 stick.

NEA and EB rote that the xind of human rights determination
4A sucgests has never, to our xnowledge, been sought except in
cases where exim is undet legislative prohibitions froma doing
nusiness, for example the soviet union and east europe. such &
finding may require that Exim close fte current short-ter®
credit facility and may well lead to additional consequences
for other U.5.G. programs in Iraq, including the CCC
aqricultJ:al credits,

. With our competitive position {ncreasingly challenged
around the world and serious rrade balance problere, ¥e should
not cut ourselves of £ from markets without clear and realistic
policy goals and the means to attain thesm -= out competition in
Europe and Japan certainly are not. Our allies -- {ncluding
Great Britain, the only one to pack out charges of lraqi C¥ use
-~ are eager to extend further credits to capitalize on postvar
reconstruction.

moreover, NEA pelieves that vrade with Iraq will navet ba
popular {n certain quarters on the Aill and that the gxio
program under consideration has enough merit that ve ghould g9
ahead despite rhose goncerns. i

In sum, NEA arguesd that e should balance all our intazestsd
in thisa increaainqu {mportant countty in ordar to achieve what
we all seek in vorme of CW restraints and humran rights
performanca. ¥with an end to fighting {n the Gulf, the tiaing
{g propitious to take advantage of now opportunities to project
our interaests. Those interesats will not bae perved by delaying
or stalling.

RECOMMERDATION

That we be authorized to inform Export-xnpo:t sank that the
Department has no political objection to ped.um-LelR export
credis guarantees for Ilraq. (NEZA and EB tecommend HA opposes.

Apprnve Disapprove
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Alternatively, that ve not reccmmend the proposed increase,
put instead develop an Action Memo for you with a
recommendation regarding a forreal human crights determination
for Irag. (HA recommends; NEA and EB oppose.)

Approve Disapprove
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