
NATIONAL SECURITY COUNCIL 
WASHINGTON. D .C. 20506 

June 2 3, 1971 

Na ti on al S e curity Study M e mo r a n d u m 1 31 

T O :	 The Secretary of State 
The Secreta r y of the Treasu r y 
The Se cretary o f D efense 
The Secretary of Commer ce 
The D i r e ctor of C entral Intelligenc e 
The Di r e c to r , Offi c e of Management 

and BuC:: ~et 

The A s s i s t a.nt to the President for 
Irrte r-nataonal E c onomi c A ffairs 

SU BJECT:	 U . S. Pob cy in C a ses of E xpropriat i on 

The Pre sid ent has di r e cte d that a study b e underta k en o n an u r g ent 
b a s is of Uni t e d States poli cy in conne cti on w it h expropriation without 
fair, effe ctive and a de q u a t e compensation by forei gn g ov e r m n e n t s of 
p r operties owned b y U . S. c i t i z e ns , o r in w h i c h U . S. c i t izen s hav e a 
s ub s tan t ia l intere st. 

The study should address issues a r i s mg in ou r re lations w ita such 
f o re ign g ove r nmen t s a s a r e sult o f exp rop r i a t ion s of U. S. p r i vately 
owne d prop erty. It should asses s the options open to the U . S. in 
d ealing wi t h expropriation a ctions in terms of effe cting fair and prom pt 
comp e n sation . The le gal, econ omic and fo re ign p oli cy impli cation s of 
thes e options should be dis cussed, a n d should b e cons i d e re d i n r elati on 
to the totality of U . S. interests. The proposed policy options should 
cove r the full range of relationships -- including diplomati c , economic 
a n d m i lita ry assistan ce, E xport-Import Bank f in a nc i ng , and such spe c ial 
a r eas of interest a s t ariff pref e renc e s and s uga r quotas. 

The study should r evi e w our ex p e r i e nc e with fo r e ign g ove r nme nt s w hich 
in the pa st h a ve exp rop r i a t e d U. S. privately owned property or w h i c h 
may be engag e d in such an a ction, including a n ass ess ment o f the role 
of the guarantee program in negotiations, and the effic acy of U . S. a ctions 
t a k en. 

T h e study s hould be performed by a n Ad Ho c Group c omp r rs iri g 

rep r esentatives of the addre ssees of this m e morandum and representa

tives of OPIC, the E xport-Import Bank and the NSC staff and should be 
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c h a i r e d by the representative of the Secretary of State. A CIEP 
rne rno r andurn is being issued sim.ultaneously providing guidance on 
the econom.ic aspects of the study. The study will be subm.itted 
c o n c u r r e n t l y t o the CIEP Revie w Group for consideration of the 
e conom.i c issues, and to the NSC Senior Peview Group for c on s i d e r a 
tion of the for eign policy issue s. The Assistant to the P r e s i d e n t for 
Inte r national Econom.ic Affairs will participate as a rn ernbe r of the 
Senior "R e view Group in its c on s i de r a tion of this study. Th e study 
should be subm.itted not later than July 12, 1971. 

Un t i l the study has b een c om.p let e d and re viewed by the President , 
a ll loan and guarante e applications to U. S. a g en cies pertaining to 
c o unt r i e s w h ich have ex p r op r i a t e d private business owned by U. S. 
c i t i z e n s or in w h ich U. S. c i t i zen s hav e a substantial i n t e re s t , or are 
c u r r e n t l y in the process of expropriating such property, w i t h o u t a 
com.pensation agreem.ent having be en reached, should b e held in 
a b eyance unles s s p ecifica lly a p p r ove d by the Pre s i d e nt , The previously 
a p p roved loans for India and Peru m.a y be p r oces sed without referral. 
A n y other l oans w h i c h need to be authorized b efore the end of the cu r ren t 
f i s c a l y ear should be subm.itted to the President for approval. 

D u r in g this p eriod, we should also seek to defer c on s i d era t i on of such 
loans by m.ultilateral finan cial institutions of w h ich the U . S . is a 
rriernbe r , 1£ i t is not possible to defer, all fa ctors should be c onsidered 
before a d e c ision is rna de to vote for, against or to abstain. 1£ there 
is disagre em.ent am.ong interested a gencies, the m.atter s ho u l d be 
r efe r r e d to the President for a decision. 

cc : The Chairm.an, Joint Chi e f s of Staff 


