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ME ACTION MEMORANDUM  UTF o
5 _ s, DEC 24 063
XD[S"‘S A v‘mﬂ: _DM_
cosr1omnriaL /XD 9% DEC 1983 _

TO1 P - Mr. Eagleburger

FROM FZA « Richard W. Hurph)W/
SUBJECT: EXIM Bank Financing for Iraq .

Insue)

¥hether to sign & letter to EXIM Presidant Draper recomnending
\that RXIM approva financing for Iraq,

" Kssential Factors:

- A

~ el vz EXIM Currently oppotes loans to Iraq because {t considers that

'+ loans to Iraq lack a reasonable expsctation of Tepayment. XXIM

... Pointe to Iraq's rscent reecheduling of commercial contract - T
:. PAyments, large transfers from Gulf governments, decressed oil = ’

- o Pproduction and the drop in Iraql reserves to tupport fts viww. -In

- T-addicion, EXIN {a concarned about the threat of war damage,

v EXIX has virtually no exposure in Iraq because, unt{l recen
"EXIM was precluded from doing business with Iraq {n 1ight of that
- Country's involvement with terrorieta. :

*

o Recent anaiysis of Iraq'e economic aftuation indicatas that the
crisis situation which Prevailed during the early part of 196) has
sonewhat through impositica of an austerity

Ahich {ncluded cutbacks in developaent projacts and sajor cuts in
~imports. As consequance, Iraqg‘'s astinated net foreign assete Yor
1983 are $11 billica although the current azcount balence ig ~ .

vy Pillion for the ysar. . In addition, IYraq has been suocessful ip -

Soobtaining suppliasr oredits and deferred payments for ongoing - | i

i PTyiects. Current paymonts on these debts are being net. It -

' t policles and external financing are sustained, the current

bant ghould be roughly {a balance, but further rcra-chaduli'cg'x
FOIsIDLI{ty. :

. Irag’s ¢inancial condi{tion will remsain depanrdant on pqtroltcmﬁ
SXpOrt earnings and ald from the Gulf atatas,

20 sohisve alteornative cutlatas for ite petroleua oxports in

Juat ovar 1 aillien v/4 {n the spring of 1984 with a possitlia
addi{t{onnl 509 Iresaazs in sxporta 7 tha and o 1984, Om o
STTN3I505 Jlod e Quii Jiaten to Irag, at least §30 biilion eince
the start of the AT, have Boen and will continue to e {aportant
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to Iraq. For the Oulf Btates, there appears to be no 4lternat{ve
to & continuation of this a{d flow because of their dependance upoa
Iraq to reeiat ¢xport of the Iranian revolution.

- There {s the possibility, on the political eide, that internal
frustrations resulting from econonic deprivation and a feeningly.
ondlees war Ray produce problens for the government, Op the
mi{litary front, Iraq hae suffered 1imited setbacks on the northern
front. 1It.{s uncertain how long the status quo can be maintained
by -Iraq in {te confrontation with a much mors populous Iran ag long
as Iran exports three times ag nuch oil as Iraq,

Discussiong

The U.86./Iraq political relatjionship could be sdvanced
tipancing which had previously not been possible for political
reasons. EXIM financing would benefit U.E. manufacturers and -
workers and could serve marginally to bolster the Iraql econcay by
freeing resources for use ¢lzewhere in the country. HKost 7 -
in:portantly. EXIK financing would signal our beliet {n the future
viability of the Iraq! ¥conomy and secure a U.8. foothold {n a
potentially large export market. Viewed in conbination with oce
credits already granted Iraq, an EXIM gesturs would 90 far to ebow
our support for Iraqg in a practical, neutral context, This would
ta especially {mportant in the absence of other substantial 0.8,
QgRstures, to ease tha ailitary pressures of the var, and would
Provide some {ncentive for Iraq to coamply with our urgings that it
show restraint in widening the war.

Although Iraq's econony {s confronted with significant
Problema, we are guardedly optimiatic reqarding Iraq's ability to
Banage these problems through 1984,

Roconondau%:

That you sign the letter attached at “ab ! recommanding that
KXTM cons{der financi for Irag. oOur Interests SBsction andorses
this recomuendatipn, R?Baqhdnd 3134 attached),

$4 %83 '
Agcew oee ¢ ‘M Disagree -

Attachaent g,

Tab 1 ~ Proposed Letter to William Draper
Tab 2 -~ Baghdad 31234
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: Wosddagion, D.C. 53530
o Docenber 24, 1943
. VE . -
/g : '
s & Dear Bill: o
LT, .
j,;_‘j:_ by I would 1ike to bring to your attention the {mportant zole .
e 3 RXIM can play in furthering loay range political and eccncelc™: .
L {nterests of the United States by belng receptive to financing” ..
kY. Anerican sales to and projects In Iraq. - R
. I understand that there were legal constraints oa EXIM
. financing for sales to Irag arising from Iraq's linke to
Bens {nternational terroriste. Recently, the President of Ireq -
e _ annoanced the termination of all asslstance to the principal ~o
2l S terrorist group of coacern, ancng others. Iraq then expelled =
7 et this group and {ts leader. The terrorisms {ssue, tharefore,
. - Abould no looger te an {xpedipant to EXIX financing foxr U.B. -
= L cales to Iraq. o
o & . A
RS, - i Althoagh we cannot know when the heavy burden of war wil.
S . De lifted from the Iragi econcey. the threat of econceic cr
B 0. 0 has receded. A strict austerity program, supplier credits,  «
%5 - .. foreign governaent project fioancing, and coatinved financial..
ing- ussistance from the Gulf states should continus to sugtain tha
T “. 01l export capacity by 30\ to ons million 5/4 in the 4pring of
e 1984, and has plans well advanced for an additional 50%
P . ‘increase in its oil exports by the end of 1984.
": e Proa the political standpoint, RXIM financing would edow - '
B3 .2 T U.S. interest in the Iragl econcey in a practical, neutral -
T 7P context. It could provide some incentive for Irsg to corply
with our urgings that it ahow restraint in the wer, tThis . .
: evidence of our interest in increasing cosscrefal relatioma .
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