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UNCLASSIFIED

FM TOXYD 2913392 ;
TO FLASH FCO TELNO 343 OF 29 JUKE,

PLEASE PASS FOLLOWING TO ROBERTS NO.1¢ DOWNING ST
EEGINS,

DECLARATION: TOKYO SuMMIT CONFERENCE.

THE HEADS OF STATE .AND GOVERMENT OF CANADA, THE FEDERAL REPUBLIC
OF GERMANY, FRANCE, ITALY, JAPAN, THE UNITED KINGDOM OF GREAT
BRITAIH AND NORTHERN IRELAND, AND THE UMITED STATES OBAMERICA

MET IN TOKYO,ON THE 28TH AND 29TH JUNE, 1979, THE EURCPEAN
COMMUNITY WAS REPRESENTED BY THE PRESIDENT OF THE EUROPEAN COUNCIL
AND BY THE PRESIDENT OF THE EUROPEAN COMMISSION FOR DISCUSSION

OF MATTERS WITHING THE COMMUNITY’S COMPETENCE.

1. THE AGREEMENTS REACHED AT THE BONN SUMMIT HELPED TO IMPROVE

THE YORLD ECCNOMY, THERE WAS HIGHER GROWTH IN SOME COUNTRIES,

A REDUCTION OF PAYMENTS IMBALANCES, AND GREATER CURRENCY STABILITY.
2« BUT NEW CHALLENGES HAVE ARISEM, INTLATICN, WHICH WAS SUBSIDING
IN MCST COUNTRIES, 13 NOW REGAINING ITS MOMENTUM. HICHER OIL
PRICES AND OIL SHORTAGE HAVE REDUCED THE ROCOM FOR MANEUVER IN
FCONCMIC FOLICY IN ALL OUR CCUNTRIES. THEY ”ILL MAKE INFLATION
WORSE AND CURTAIL CGROWTH, IN BO0TH THE INDUSTR "AND DEVELOPING
CGUW'"IFS. THE NON-OIL DEVELOP|NG COUNTRIES tiE AMONG THE EIGGEST
SUFFERER .

WE A%c AGREED ON A COMMON STRATEGY TO ATTACY THESE PROBLEMS,

THE MOST URGENT TASKS ARE TO REDUCE OIL CONSUMPTION AND TO HASTEN
THE DEVELOPMENT OF CTHER ENERGY SOURCES.

CUR COUNTRIES HAYE ALREADY TAXEN SIGNIFICANT ACTIONS TO REDUCE
OfL CONSUMPTION. WE WILL INTENSIFY THESE EFZTRTS., THE EURCPEAN
COMMUMITY HAS DECIDED TO RESTRICT ‘9? OlL CO! SU“ﬂTIGh TO 578
MILLICON TO4S (1@ MILLION BARRELS A DAY} AND ﬁ AINTAIN COMMUNITY
OIL 1¥PORTS icTwr‘t 1987 AND 1985 AT AN AN'UAL LEVEL NOT HIGHER
THAN IN 1579, THE COMMUNITY IS MONITORING THIS CCMMITMENT AND FRANCE |
QERMANY.ITALY AND THE UNITED ¥INGDOM HAVE AZREED TO
RECOMMEND TO THEIR COMMUNITY PARTHERS THAT EACH MEMBER COUNTRY'S
CONTRIBUTION TO THESE ANNUAL LzVELS WILL BE SPECIFIED. CANADA,
JAPAN, AND THE US WILL EACH ACHIEVE THE ADJUSTED IMPORT LEVELS TO
#HICH THEY ARE PLEDGED IN IEA FOR 1979, WILL MAINTAIN THEIR I¥PORTS
IN 1987 AT .A LEVEL NOT HIGHER THAN THESE 1979 LEVELS, AND WILL BE
MONITORING THIS,
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THE ““HEN COUNTRIES EXPRESS THEIR WILL TO TAYE AS COALS FOR
A CEILING ON OIL IMPORTS IN 1985, THE FOLLOWING FIGURES:

FOR FRANCE, GERMANY, ITALY, AND THE UNITED «INGDOM3

THE 1978 FIGURE.

CANADA WHOSE OIL PRODUCTICN WILL BE DECLINING DRAMATICALLY
OVER THE PERIOD BETWEEN NOW AND 1985, WILL REDUTE ITS .
ANNUAL AVERAGE RATE OF GROWTH OF OIL CONSUMPTION TO 17,
WITH THE CONSEQUENT REDUCTION OF OIL I1MPORTS BY 57,780
BARRELS PER DAY BY 1985. CAMADA’S TARGETS FOR IMPCRTS WILL
THEREFORE BE .6 MILLICN BARRELS PER DAY,

FOOTNOTEs ITALY’S COMMITMENT WITH REFERENCE TO THE 1978 LEVEL 1S
ACCEPTED IN THE COD EXT OF THE OVERALL CO“MITMENT OF THE EUROPEAN
COMMUNITY.

JAPAN ADOPTS AS A 1985 TARGET A LEVEL NOT T.O EXCEED THE
RANMGE BETWEEN 6.3 AND 6.9 MILLION BARRELS A DAY. JAPAN WiLL
REVIEW THIS TARGET PERICDICALLY AND MAYE IT MORE PRECISE-
IM THE LICHT OF CURRENT DEVELOPMENTS AND GROWTH PROJECTIONS,
PND Do THEIR,  UMOST TO REDUCE OIL IMPORTS THROUGH
CONSERVATION, RATIONALIZATION OF USE AND INTENSIVE
DEVELOPMENT OF ALTERMATIVE ENERGY SOURCES IN ORDER TO MOVE
TOWARD LOWER FICURES.
THE UNITED STATES ADOPTS AS A GOAL FOR 1985 IMPORT LEVELS
SOT TO EXCEED THE LEVELS EITHER CF 1977 OR THE ADJUSTED
TARGET FOR 1272, I|E 8.5 IMILLIOY BARRELS PER DAY.
THESE 1985 GOALS WILL SERYE AS REFERENCE TO MONITOR BOTH
ENERGY CONSERVATION AND THE DEVELOPMENT OF ALTERNATIVE ENERGY
SOURCES.
A HIGH LEVEL GROUP OF REPRESENTATIVES OF OUR COUNTRIES AND
THE EEC COMMISSION, WITHIM THE CECD, WILL REVIEW PERIODICALLY
THE RESULTS ACHIEVED. SLIGHT ADJUSTHENTS WILL BE ALLOWED TO
TAKE "ACCOUNT OF SPECIAL MNEEDS GEMERATED BY GROWTH.
IN FULFILLING THESE COMMITMENTS, OQUR GUIDING PRINCIPLE WiILL
BE TO O3TAIN FAIR SUPPLYS O OlL PRODUCTS FOR ALL COUNTRIES,
TAZ ING INTO ACCOUNT THE DIFFERING.PATTERNS CF SUPPLY, THE
EFFORTS MADE TO LI“IT OIL IMPORTS, THE ECONOMIC SITUATION OF EACH
'CﬂUHTRv, THE QUANTITIES OF OIL AVAILABLE, AND THE POTENTIAL OF
EACH ZOUNTRY FOR EMERGY CONSERVATION.
WE URGE OTHER INDUSTRIALIZED COUNTRIES TO SET sSli“ILAR OBJECTIVES
FOR THEMSELVES,
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. WE AGREE TO TAXE STEPS TO BRING INTO THE OPEN THE WORXING OF
OIL MARKETS BY SETTING UP A REGISTER OF INTERMATIONAL OIL
TRANSACTIONS, WE WILL URGE OIL COMPANIES AND CIL-EXPORTING
COUNTRIES TO MODERATE SPOT MARKET TRANSACTIONS. WE WILL CONSIDER
THE FEASIBILITY COF REQUIRING THAT AT THE TIME OF UNLOADING CRUDE
OIL CARGOES, DCCUMENTS BE PRESENTED INDICATING THE PURCHASE
PRICE AS CERTIFIED BY THE PRODUCER COUNTRY, WE WILL LIKE./ISE SEEK
TO ACHIEYE BETTER INFORMATION ON THE PROFIT SITUATION OF OIL

OMPANIES AND ON THE USE OF THE FUNDS AVYAILABLE TO THESE COMPANIES.

WE AGREE ON THE IMPORTANCE OF KEEPING DOMESTIC OIL PRICES AT
WORLD MARKET PRICES OR RAISING THEM TO THIS LEVEL AS SOON
AS POSSIBLE. WE WILL SEEX TO MINIMIZE AND FINALLY ELIMINATE
ADMIMISTRATIVE ACTION THAT MIGHT PUT UPWARD PRESSURE ON OIL PRICES
THAT RESULT FROM DOMESTIC UNDERPRICING OF OIL AND TO AVOID MEW
SUBSIDIES WHICH WOULD HAVE THE SAME EFFECT.

OUR COUNTRIES WILL NOT -UY OIL FOR GOVERNMENTAL STOCrPILES
WHEN THI!S WOULD PLACE UNDUE PRESSURE CM PRICES: WE WILL CDHSULT
AZOUT THE DECISIONS THAT WE MAKE TO THIS END,

3. WE PLEDGE OUR COUNTRIES TO INCREASE AS FAR AS POSSBILE COAL
USE, PRODUCTION, AND TRADE, WITHOUT DAMAGE TO THE ENVIRONMENT,

WE WILL ENDEAYOUR TO SU3STITUTE COAL FOR OIL I THE (NDUSTRIAL
ELECT RICAL SECTORS, EMCCURAGE THE IMPROVEYVENT OF COAL TRANSPORT,

ITAIN POSITIVE AQGITUDES TOJARD INVESTMENT FOR COAL PROJECTS,
PLEDGCE NOT TO INTERRUPT COAL TRADE UNDER LONG-=TERM CONTRASTS UNLESS
REQUIRED TO DO S0 BY A NATIOHNAL EMERGENCY, AMD MAINTAIN, BY
MEASURES WHICH DO NOT OBSTRUCT COAL IMPORTS, THOSE LEVELS OF
COAL PRODUCTION WHICH ARE DESIRABLE FOR REASONS OF ENERGY, REGIONAL
AND SOCIAL PCLICY,

JWE WEED TO EXPAND ALTERNAT)VE SOURCES OF ENERGY, ESPECIALLY
THOSE “WwHICH WILL HELP TO PREVENT fL?T”cT “G'LUTIQ” PAR TICU'ﬁ?LV
INCREASES OF CAREON DIOXIDE AND SULPHUR OXIDES IN THE ATMOSPHERE.

WITHOUT THE EXPANSION OF HUCLEAR POWER r~ncth|“3 CAPACITY
IN THE COMING DECADES, ECONCMIC GROWTH AND HIGHER EMPLOYMENT WiLL
BE HARD TO ACHIEVE. THIS MUST BE DONE UNDER CONDITIONS GUARANTEEING
PEOPLE?’S SAFETY. WE WILL COOPERATE TO TH!S END. THE INTERNATIONAL
ATOMIC ENERGY AGENCY CAN PLAY A KEY ROLE IN THIS REGARD.

WE REAFFIRM THE UNDERSTANDING REACHED AT THE BOMN SUMMIT WITH
RESPECT TO THE RELIABLE SUPPLY CF NUCLEAR FUEL AND MINIMIZING
THE RISK OF NUCLEAR PROLIFERATION,
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NEY TECHNOLOGIES®IN THE FIELD OF ENERGY ARE THE XEY 7O THE
WORLD?S 4.ONCER-TERM FREEDOM FROM FUEL CRISES, LARGE PUBLIC AND .
PR IVATE RESCURCES WILL BE REQUIRED FOR THE DEVELOPMENT AND
COMMERCIAL APPLICATION OF THOSE TECHNOLOGIES, WE vILL ENSURE THAT
THESE RESOURCES ARE MADE AVAILABLE,..AN INTERNATIONAL ENERGY
TECHNOLOGY- GROUP LINKED TO THE OECD, IEA AND OTHER APPRCPRIATE
INTDRMATI ONAL CRGAMIZATIONS WiLL BE CREATED TO REVIEW THE ACTIONS
FEING TAKEN OR PLANNED DCMESTICALLY BY EACH OF OUR COUNTRIES,

AND TO REPORT .OM THE NEED AND POTENTIAL FOR INTERMNATICHAL
COLLASORATION, INCLUDING FIMANCING.

WE DEPLORE THE DECISIONS TAXEN BY THE RECENT OPEC CONFERENCE.
WE RECOGNISE THAT RELATIVE MODERATION WAS DISPLAYED BY CERTAIN
PARTICIPANTS, DUT THE UNWARRANTED RISES IN OIL PRICES NEVERTHELESO
AGREED ARE BOUND TO HAVE VERY SERIOUS ECONOMIC AMD SOCqAL
COMSE~UENCES, THEY MEAN MORE WORLD-WIDE INFLATION AND LESS GRO<TH.
THAT “ILL LEAD TO MORE UNEMPLOYMENT, MCRE BALANCE OF PAYMENTS
DIFFICULTY AND WILL ENDANGER STABILITY IN DEVELOPING AND DEVELCPED
COUNTRIES OF THE WORLD ALI%E, WE REMAIN READY TO EXAMINE WITH OIL
EYPORTING COUNTRIES HOW TO DEFINE SUPPLY AND DEMAND PROSPECTS ON
THE WORLD OIL MARKET.

L., WE AGREE THAT WE SHOULD CONTIMUE WITH THE POLICIES FOR OUR
ECONOMIES AGREED AT BONN, ADJUSTED TO REFLECT CURRENT CIRCUMSTANCES,.
ENERGY SHCORTAGES AND H:GH OIL PRICES HA'E CAUSED A REAL TRANSFER
OF INCOMES, WE WILL TRY, BY OUR DOMESTIC ECONOvIC POLICIES, TO |
MINIMIZE THE DAMAGE TO OUR ECONOVIES. BUT OUR OPTIONS ARE LT“ITEQ.
ATTEMPTS TO COVMPENSATE FOR THE DAMAGE BY MATCHING INCOME INCREASES
WOULD SIMPLY ADD TO INFLATION,

5. WE AGREE THAT ¥ MUST DO MORE TO [MPROVE .THE LONG-TERM PRODUCTIVE
EZFICIENCY AND FLE IBILITY COF QUR FCC“G“IW:. THE MEASURES NEEDED
vAY INCLUDE MORE STIMULUS FOR INVESTMENT AND FOR RESEARCH AND
NEVELOPMENT: STEPS TO “AKE 1T EASIER FOR CAPITAL AND LABOR TO MOVE
FROM DECL! wf'a TO NEW INDUSTRIES: REGULATCRY POLICIES WHICH AVOID
INNECESSARY IMPEDIMENTS TO INVESTVENT AND PRODUCTIVITY: REDUCED
GROWTH IN SOME PUBLIC SECTOR CURAENT EXPENDITURES: AND REMOVAL OF
IMPEDIMENT TO THE I ATIONAL FLOW OF TRADE AND CARPITAL.

6e THE AGREEMENTS MED IM THE TO YO ROUND. ARE AN [MPORTANT
ACHIEVE! "MT. iE ARE MITTED TO THEIR EARLY AND FAITHFUL :
IMPLEMENTATION. W ENES QUR DGTSD IKATION TO FIGHT PROTECTIONISM.
WE WANT TG STRENGTHEN THE GATT, BOTH TO MONITOR THE A“?EE"EHTS
REACHED IN THE MTH?S AND AS AN INSTRUMENT FOR FUTURE POLICY IN
MAINTAINING THE OPEN WORLD TRADE SYSTEM. rE WILL WELCOME THE

FULL PARTICIPATION OF AS MANY COUNTRIES AS POSSIBLE IM THESE
AGREEVENTS AND US THE SYSTEM AS A HOLE.
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o WE JILL INTENSIFY OUR EFFORTS TO PURSUE THE ECONOMIC POLICIES
APPRUPRIATE IN EACH OF OUR C¢ U TRIES TO ACHIEVE DURABLE EXTERNAL
EQUILIBRIUM, STABILITY IN THE FOREIGN EXCHANGE MARZET 1S
ESSENTIAL FOR THE SOUND DE?ELGP?EHT OF WORLD TRADE AND THE GLOBAL
ECONCMY. THIS HAS DEEN FURTHERED SINCE THE ZONN SUMMIT BY TwO
IMPORTANT DEVELOPMENTS — THE NOVE“BER 1ST 1978 PROGRAM OF THE
UNITED STATES IN CONJUNCTION wITH OTHER MOYETARY AUTHORITIES, AND
THE SUCCESSFUL EMERGENCE CF THE EUROPEAN MONETARY SYSTEM. WE WILL
CONTINUE CLOSE COOPERATION IN EXCHANGE MARKET POLICIES AND IN
SUPPORT OF THE E-FECTIVE DISCHARGE BY THE IMF OF |TS RESPONSIBIL
=ITIES, PARTICULARLY ITS SURVEILLANCE ROLE AND ITS ROLE IN
STRENGTHENING “URTHER THE INTERUATIONAL MONETARY SYSTEM,

8. CCNSTRUCTIVE NORTH-SOUTH RELATICHNS ARE ESSENTIAL T2 THE HEALTH

07 THE WORLD ECONO“Y, WE FOR OUR PART HAVE CONSISTENTLY WOR¥ED

TO BRING DEVELOPING COUNTRIES MORE FULLY |NTO THE CPEN WCRLD TRADING
SYSTEM AND TO ADJUST OUR ECONOMIES TO CHANGING INTERMATICNAL
CIRCUMSTANCES. THE PRO3BLEMS WE FACE ARE G ’HL. THEY CAN OMLY

BE RESOLVED THROUGH SHARED RESPOMSIBILITY AND PARTNERSHIP, BUT

THIS PARTMERSHIP CANNOT DEPEND SOLELY OM THE EFFORTS O° THE

INDUSTRIALIZED COUNTRIES, THE OPEC COUNTRIES HAVE JUST AS IMPORTAN
A ROLE TO PLAY, THE LATEST DECISICN SU3STANTIALLY TO INCREASE
OIL PRICES WILL ALSO SEVERLY INCREASE THE PROBLEMS FACING
DEVELOPING COUNTRIES YWITHOUT OIL RESQURCES AS WELL AS THE
DIFFICULTIES FOR DEVELOPED COUNTRIES IN HELPING THEM., THE
DECISION COULD EVEN HAVE A CRIPPLING EFFECT ON SOME OF THE
DEVELCPING COUNTRIES, IN. THIS SITUATI““, E RECOGN|SE, IN PARTICULAR,
THE NEED FOR THE FLOW.OF FINANCIAL RESOURCES TO THE DEVELOPING
COUNTRIES TO INCREASE, INCLUDING PEI*ATE AND PUELIC, BILATERAL AND
MILTILATERAL RESOURCES: A GooD INVESTMENT CLIMATE I# DEVELOPING
COUNTRIES WILL HELP THE FLOW CF FOREIGN INVESTMENT.

WE ARE DEEPLY CONCERNED ABOUT THE MILLIONS OF PECPLE STILL
LIVING IN CONDITICONS OF ABSOLUTE POVERTY. WE WILL TA“E PARTICULAR
ACCOUNT OF THE POCOREST COUNTRIES IM OUR AID PROGRAMS,

ONCE MORE WE URGE COMECON COUMTRIES TO PLAY THEIR PART.

WE WILL PLACE MORE EMPHASIS 04 COCPERATICN WITH DEVELCPING
COUNTRIES IN OVERCOMING HUNG AND MALNUTRITION, WE WILL URGE
MULTILATERAL ORGANISATIONS Tu HELP THESE COUNTRIES TO DEVELOP
EFFECTIVE FOOD SECTOR STRATEGIES AND TO BUILD UP THE STORAGE
CAPACITY NEEDED FOR STRONG MATIONAL FOOD RESERVES. INCREASED

SILATERAL AND “ULTILATERAL AID FOR AGRICULTURAL RESEARCH WILL

S




BE PAITICULARLY IMPORTANT. IN THESE AND OTHER WAYS WE Will STEP
P OUR ESFORTS TO HEL® THESE COUNTRIES DEVELOPE THEIR HUMAN
RESOURCES, THROUCH TECHMICAL COOPERATION ADAPTED TO LOCAL CONDITIS
WE WILL ALSO PLACE SPECIAL ENPHASIS ON HELPING DEVELOPING
COUNTRIES TO EXPLOIT THEIR EMERGY POTENTIAL. WE STROMGLY SUPPORT
THE WORLD BAMKS PROGRAMME FOR HYDROCARZON EXPLOITATION AND URGE
ITS EYPANSION, WE WILL DO MORE TO HELP DEVELOPING COURZRIES
INCREASE THE USE OF RENEWABLE ENERGY: WE WELCOME THE WORLD
BANK’S COORDINATION OF THESE EFFORTS. ENDS.

o, HENRY JAMES HAS TAPE OF PRESS CONFERENCE GIYEN BY MRS THATCHER.
WE COULD PRODUCE DUPLICATE BUT TRANSCRIPTION WOULD TAKE SOME TIME.
SUGGEST IT MIGHT BE CUICKER |F HE WERE TO TELEPHONE GIST OF
IMPORTANT POINTS FROM CANBERRA,
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PRIME MINISTER INTERVIEWED IN TOKYO (TRANSCRIBED FROM BBC RADIO 4 1300
29 JUNE 1979)

Well as you heard in the news the Tokyo Summit itself is now over.
The Summit has been very largely concerned with the world energy crisis.
Shortly after the meeting was over Bob Friend put it to Mrs. Thatcher
that President Carter had been painting a bleak picture this morning
and was critical of OPEC o0il price rises. Did she think that there is
a bleak future ahead?

Mrs. Thatcher: 1 think the prospects for expansion are much worse than

they were on the part of those countries who have to rely wholly on oil
imports. And really the only answer for them in the longer run is not
to rely on oil from OPEC countries to anthing like the same extent

and that is why such a large part of the Communique is given over to
trying to find alternative sources of energy. We have got coal as well.

But that won't be enough. We have got to look for a little from some

though we will not be able to get very much from that source. And most
of us agree that to get the amounts we need, and after all our ecil
won't last for ever, Wwe shall have to go nuclear to a far greater
extent than we have in the past.

Bob Friend: Do you think that after the accident on Three Mile Island
that you can convince the people in Britain that any sort of adventurous

project is worthwhile.

Mrs., Thatcher: Well you know we have an excellent safety record in

Britain. Our nuclear inspectorate are very very tough on all safety
standards. Some people think that in the past they have been too tough,
but thank goodness they have. Now it is paying off. 1 think one just
has to remember this. You know there are dangers with almost any form
of energy. After all you only need to have one of the big tanks of oil
going up or striking something and look at the loss of life and human
tragedies that can cause, So there is danger in almost any course of
action. But so far you know I don't think anyone has lost their life

from the operation of a nuclear power station.

Bob Friend: You in the past have been fairly critical of meetings
like Summit meetings and have been fairly acidy in your suggestions
that they should be brief and to the point. Are you now happywith the

way things are run?
/ Mrs. Thatcher:




Mrs. Thatcher: Well this one was much more to the point and the Communique

was much more succinct and as you know I made my views on brevity very
well known. I think just at the moment we have got rather a lot of
Summitry - we were at Strasbourg last week for Europe, Tokyo this week
for the big Economic Summit and also there is Lusaka coming up. What
bothers me is that it does take rather a large slice out of one's time
for dealing with things at home. But if there is a world summit I
really think Great Britain should be represented because she has a very
great contribution to make.

Bob Friend: Another Summit in twelve months time - how do you think
the energy crisis will have affected the seven western nations by then?

Mrs., Thatcher: Well it will undoubtedly have affected our prospects for

growth and it will also have had an effect on inflation. This is one
of the very very bad things. This amount of increase in oil prices
will work through into the rest of prices and it means we have got to
be very careful in managing our economies because if we are not careful
we shall print money to accommodate the o0il increase and that will only
give another round of inflation which eventually gives another round

of unemployment. So we have got to be particularly careful and the fact
that we are all coming back again in about a year's time I think will
help that because we will report to one another,
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REPEATED INFO IMMEDIATE TO WASHINGTON, ROME, PARIS, BONN,
OTTAWA, UKDEL OECD, UKREP BRUSSELS, UKMIS GEMEVA, JEDDA
FOLLOWING FOR PRIVATE SECRETARY TO SECRETARY OF STATE

OPEC MEETING IN GENEVA: FCO TEL 320

1 The Communique is being sent to you from Geneva by flash
telegram.

2. World effects of price rise:

On basis of price increases reported in our TUR which are
broadly confirmed by communique now issued, preliminary calculat-
ions indicate that they will

(a) add about 20 billion dollars to DECD oil import bill; and
over 5 billion dollars to non-0ECD oil import bill.

(b} Increase inflation in OECD. countries by 0.75% per cent after
one year.

Ce) reduce growth in industrial world by 0.5-0.75 per cent
after one year.

(d) increase DECD current account deficit by over 10 billjon

dollars
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CONFIDENTIAL

over a full year (of which 5 billion dollars might fall to US).

(e) add over 20 billion dollars to OPEC revenues.

3. These figures take account of:

i) increased QOECD exports to OPEC countries

C11) some policy reaction by Western Governments

(13 some 'confidence effect'! on Western savings and investments.
&, The above are the estimated effects of the price rises

taken in isclation. We had however, already allowed in our

economic and Budget forecasts for some increase in oil prices.

'f".- »
Thus, assuming the OPEC “#4+gures in our TUR pere—rifht and assuming

prices remain stable during the rest of 1979 and into 1980
(perhaps an optimistic assumption) the price outturn is lLikely

to be some 10% higher than earlier Whitehall forecasts (which
assumed prices rising to an OPEC average 18 dollars a barrel by

Q@1 1980). World economic activity by the middle of 1980 there-
fore might be expected to be about 0.5 per cent lower than we
thought likely and OPEC surpluses (previously estimated at 20
billion dollars in 1979 and 25 billion in 1980) some 10-15 billion
dollars higher in both 1979 and 1980.

5. Effect on UK.

Effect of increases on UK economy will be complicated by fact that
pound has been and may well continue appreciating because the UK
Wwill be thought to be relatively well placed compared with other
industrialised countries. But combined effect of cut in world
growth, loss of export competitiveness due to stronger pound will
be to reduce UK growth (GNP) - we think by at Least as much as
world average (para 2(c) abovel). On other hand effect on

consumer prices in UK of higher oil prices will to some extent

be offset by appreciation of pound. Direct effect on UK baLajcg J
of payments will be cushioned by North Sea oil production Ef’ag’;{;*é}"'
oentdi;rf:;u¥f5éieT:7}-witi be-indirectiy affected through<<<

cent Ezﬁf;suffic1eﬁé;_1his yvear) but will be indirectly affected

through effects on sterling, world economy and world trade.

Although
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Although direct effect assuming the OPEC increase is spread
evenly across the board would add about 8p to a gallon of petrol,
the actual increase might be somewhat lLess if the pounta

appreciates.

CARRINGTON
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REPEATED INFO TO IMMEDIATE WASHINGTON, 15 BONN, OTTAWA,
ROME, JEDDA, UKDEL OECD, UKREP BRUSSEL

FOLLOWING EROM-PS FOR PS/SECRETARY OF

OPEC MEETING IN GENEVA

1 OPEC Ministers are expected to i1ssue official communique
about midday today, which is likely to confirm in detail the

price compromise apparently reached bu ) finalised late Las

night. The compromise ¥s reported I the pres: involvrhg

Saudi Arabia increasing the price ¢ Arabian’ t to 18 daollar
a barrel (from 14.5S5 dollars a b Lidig LL other OPEC members
would price their crudes in 20~ 0 d lars price range, Wit
the high guality “ican cr biar Algerian, Nigerian) wh
are comparable to Nor Sez 3 at the tog M Until we
know precisely how vd v dug ountrie adjust

prices within this ice band,

give the average percentage repre:s

But the rise in the average OPEC
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OPEC ¢ R RXITED

For immediate release

press I'EIEESE Geneva, 28 June, 1979

No. 5/1979

54TII MEETING OF THE CONFERENCE

The S4th Meeting of the Conference of the Organization of
the Petroleum Exporting Countries was held in Geneva, Switzerland:
from 26th to 28th June, 1979. The Conference unanimously re-
elected as its. President HE Dr. Mana Saeed Al-Otaiba,*Minister of+
Petroleum and Mineral Resources. of the United Arab Emirates and
Head of its Delegation. HE Prof. Dr. Subroto, Ministar of Mines
ad Energy of Indonesia and Head of its-Delegation, was reelected
Alternate President,

The Conference cxpressed concern for the problems being faced
by Developing Countries, especially in the light of the continuea * ~
lack of readiness on the part of the industrialized countries to
face up to their responsibilities towards the problems of the Third
World. For their part, OPEC Member Countries have in the past
proved their strong solidarity with the Third World and have contri-

. buted in many ways to alleviate the problems of other nevalnpinq— e
Countries. The Member Countries.of the Organization of the WL
Petroleum Exporting Countries once again acts in accordance with
their invariable solidarity towards the other Third World countries
by agreeing to step up their aid to them. It was agreed to recommend
to the Governments of Member Countries that they approve the further
replenishment of the resources of the OPEC Special Fund by an _
additional amount of US$800 million. Within the same context the
Conference also looked into another proposal for a long-term Ffund-
to be set up jointly by the industrialized countries and OPEC
Member Countries to compensate Developing Countries for imported
inflation, on the one hand, and any increases in ecrude oil prices
on the other, and has decided to refer this subject for further
study by the Ministerial Committee for Long Term Strategies.

The Conference takes this opportunity to invite the industri-
alized countries to take a more positive stand towards the problems
of the Third World countries, whether in regard to grants, aid, and
other forms of financial support as well as the restructuring of
the International Economic Order so as to give Developing Countries
a better chance of solving their problems.

Toe Orzanizuiion of tha Porroleam Tsnaiiing Coualim
Puble B zl=tions G.-l,. 4:*1¢-1'
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The Conference expressed its continued willingness to discuss
energy matters along with other problems of concern for Developing
Countries of which OPFC is an integral part. It took note of
proposals for a dialogue between OPEC and industrialized countries.

Some of these proposals, however, seem to suggest that a meaningful
dialogue can be carried out only on energy matters in isolation of
other global, economical, and structural problems., The Conference
wants to take this opportunity to restate its categorical rejection
of any dialogue which does not look into the various problems faced
by the World Community and especially the Developing Countries,
taking into.account the problems of development, the..acquisition.of. . ._.
advanced technology, the financial and monetary reforms, world trade
and raw materials, along with the various aspects of the energy
problem. - § =) 4
: The Conference, conscious of the efforts undertaken individually:
“and collectively by the Member Countries in cooperating with other - ~-
Developing Countries and of .the need to inform other countries of the
world of the true scope and magnitude of such efforts, as well as of
.other news of general interest regarding the Organization and the
Member Countries, and in order to counteract the manipulation of
information by. some of OPEC's detractors, has given general support
to the idea of establishing an international news agency - OPECnews.
For this purpose, it has been decided to refer this matter to a :
committee of experts of the Member Countries to study the most
effective means of implementing this idea, and to submit its report
to the Conference, through the Board of Governors.

The Conference expressed its great concern over the continua-
tion of abnormal conditions prevailing in the fnternational oil
market. Demand has continued to be a source of pressura on the
price structure, resulting in several phenomena which generated
difficulties for both producers and consumers, especially the
developing countries. The Conference once again calls upon the
major industrialized consuming countries to control their total
demand, whether for consumption or stock build up, so that the
adverse effects of the present market situation can be ayoided. ;
The Conference also takes this opportunity to warn the oil companies
of the irresponsible practice of taking advantage of the present
situation to reap unwarranted profits and call upon them to play a
more constructive role in connection with guaranteeing supplies to
developing countries, and to prevent price speculation.

In an endeavour to bring some stability to the market the
Conference decided on the following: : '

Adjust the Marker Crude price from the present level to
UsS$18/bbl.

Allow Member Countries to add to the prices of their crude
a maximum market premium of US$2/bbl over and above their
normal differential, if and when such a market premfum was
necessitated by market condftions.
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The maximum prices that can .be charged by Member Countries
shall not exceed US$23.50/bb1, whether on account of
quality and location advantage or market premia,

It was also agreed that Member Countries would take steps to
limic transactions in the Spot market in a collective effort to stop
the present price spiral, . :

The Conference expressea C€oncern on the movement of the

: -U.S5. dollar vis-a-vig the international major currencies with .z *-3" e
srwz View- to ercding the real.price of oil, and’ furthér reduce the ~ =t

ecided that should~ -« -

£ currencies as ===
from resulting losses and
of those revanues, . . ..

R ngce, expressed its-sincere gratitude to the ==~ . cev
Federal Government of Switzerland ang the Reoublic ang Canton of
Geneva for their warm hospitality and the excellent arrangements

- made for the Meeting,

The Conference bPassed Resolutions which will be published
on 28th July, 1979, after ratification by Member Countries,

The next Ordinary Meeting of the Conference will be convened
in Caracas, Venezuela on Monday, 17th December, 1979,

(7)
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NOTE FOR RECORD

l. Mr Kosaka, the Director of Economic Planning and four
aides called on the Chancellor at the Residence after dinner
last night. Mr Couzens and Mr Warren, the Ambassador's
Private Secretary, also participated in the discussions.

2. After initial exchanges, in which it was made clear
that Mr Kosaka had come at the wish of Prime Minister Ohira,
it became apparent that the main purpose of Mr Kosaka's
call was to probe UK attitudes to a US proposal to initiate
country by country oil import saving targets (as opposed to
global targets) for the Summit members, and also to convey
Japanese unease at setting targets as far ahead as 1983,

as agreed by the European Council at Strasbourg. The Japanese
also conveyed an impression of United States disquiet with
the choice of 1978 as the base year for measuring import
saving targets, their preference being for 1977. For their
part the Japanese appeared undecided whether to support one
base year or another, or alternatively to press for some
average base period; given that countries at different
points on the business cycle could be faced with unequal
pressures to achieve targets related to a particular base
year.,

e In reply the Chancellor and Mr Couzens stressed the need
for the Summit countries to make plain to OPEC the strength
of their commitment to reduce demand for oil by measures of
conservation, use of the price mechanism, or by encouragement
of new sources of energy. In this respect it was significant
that, even after de-control, the price of petrol to US
consumers would be no more than half the price to consumers
in Western Europe. On the matter of energy saving targets
the Chancellor stressed the Community view that a time scale
to 1985 was justified by the continuing nature of the energy
problem. As for the choice of base this was a matter for
discussion over the next two days as was the suggestion for
adopting country by country import saving targets - although
the members of the European Community had already agreed at
Strasbourg upon a target for the Community as a whole rather
than separate country targets. It was clearly in the common
interest of all Summit participants to work out a credible
approach to the energy problem, The Chancellor, despite
persistent pressure from lir Kosaka, refused to be drawn
further on whether the UK would be prepared to go along with
moves to individual country targets, standing on the proposition
that the form and nature of energy saving measures, choice of
base period and period of application were matters for

/consideration
CONFIDENTIAL
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consideration by the Heads of Government in the Summit
discussion.

4, Mr Kosaka thanked the Chancellor for receiving him and
for discussing matters in a preliminary way.

A M W Battishill

TOKYO
28 June 1979

Couzens

CONPIDENTIAL
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INFO IMMEDIATE U“MIS NEW YORY, UMIS CEMEVA AND WASHINGTON
SAVING HONG YOHG AND HANDY

FOR MEWS DEPT.,
TOXYO SUYMITe INDO-CHINESE REFUGEES

1. TQE FOLLOMING 1S THE TEXT OF THE SPECIAL STATEMENT OX
INFO=CHINESE REFUGEES

THE PLICHT OF REFUGEES FROM VIETNAM, LAOS AND CAMBODIA POSES

A HUMAMITARIAMN PRODLEM OF HISTORI™ PROPORTIONS AND CONSITITUTE E
A THREAT TO THE PEACE AND STABILITY OF SOUTH EAST ASIA, 51:5
THE TRAGEDY AND SUFFERING WHICH ARE TOXING PLACE, THE PRODLEM
CALLS FOR AN IMMEDIATE AND 1MAJOR RESPONSE.

CuU4Tnlf":F IMDOCHINA TO TA'E URGENT AND t’"'PTl'r HE SURES

80 THAT THE PRESENT HUMAN HAﬂﬁthﬁ AKD SUFFERING ARE ELIMINATED.
THEY COMFIRM THE O [MPORTANCE THEY iTT'“” TO THE !l“?“i;Tr
CESSATION OF THUE DISORDERLY OUTFLOW OF REFUCEES WITHOUT PREJUD!

TO THE PRINCIPLES OF FREE EMICRATION AND FAMILY REUNIFICATION.

MMAE Ny WIETMAM AMND OTHER
THE HEADS OF STATE AMD COVERY MEMT TALL DN v§ i . HE
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EXI:TING SOCIAL AND ECONOMIC ¢ H CH OF THEIR
COUNTRIES,
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THE HEADS OF STATE Anp Gﬁvfﬂ“w:?T WEEST THE SECRETARY-GENERAL
O" THE UNITED MATIONS TO Conveng A A CONFERENCE AS SOON AS POSSI3LE
WITH A VIEW TO ATTAINING concaeTE ‘WD POSITIVE RESULTS, . THEY
EXTEND FULL SUPPORT TO THIs OBJECTIVE AND ARE READY TO PARTICIPATE
CONSTRUCTIVELY 1% SUZH A cone RENCE,

THE HEADS OF STATE AND GOVERMMENT o) ALL ON ALL HATIONS TO Jo i
IN ADDRESSING THIS PRESSIYG PROBLEM,
FCO PASS SAYING HANO]
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PARTICIPANTS AT THE TOKYO SUMMIT

Tue ToxYo Summi T,

Canada
28 -2 JUNE 1979 | The Right Honourable Jor Clark, P.C., M.P.,
Prime Minister
The Honourable Flora MacDonald, P.C., M.P.,
z’(i(Mu.H..ﬁ- Dm . Secretary of State for External AMairs
The Honourable John Croshie, P.C., M.P.,
Minister of Finanee

The French Republic
His Excellency Mr. Valéry Giseard d'Fstaing,
President
His Excellency Mr. Jean Francois-Poncet,
Minister of Foreign Aflairs
His Excellency Mr. René Monory,
Minister of Feonomy

The Federal Republic of Germany

His Excellency Mr. Helmut Schimici,
Federal Chaneello

His Fxcellency Mr. Hans-Dietrich Genscher,
Viee Chancellor and Federal Minister [or
Foreign Affairs

His Excellency Mr. Hans Matthafer,
Federal Minister of Finance

His Excellency Dr. Otto Gral LambsdorfT,
Federal Minisier of Economirs

The Republic of Ttaly
His Excellency Honourable Giolio Andreotti,
President of the Council of Ministers
His Excellency Honourable Arnaldo Forlani,
Minister of Foreign Affairs
His Excellency Honourable Filippo M. Pandolfi,
Minister of the Treasury




Japan
His Excellency Mr. Masayoshi Ohira,
Prime Minister
His Excellency Mr. Sunao Sonoda,
Minister for Foreign AlTairs
1lis Excellency Mr. Ippei Kaneko,
Minister of Finance
His Exeellency Mr. Masumi Esaki,
Minister of International Trade and Industry

The United Kingdom of Great Britain and Northern Ireland

The Right Honourable Margaret Thatcher, M.P.,
Prime Minister

The Right Honourable The Lord Carrington,
Seeretary of State for Foreign and Commonwealth
Allairs

The Right Honourable Sir Geoffrey Howe, M.P.,
Chancellor of the Excheguer

The United States of America
His Fxeellency Mr. Jimmy Carter,
President
The Honourable Cyrus Vance,
Secretary of State
The Honourable W, Michael Blumenthal,
Secretary of the Treasury

The Commission of the Evropean Communities
The Right Honourable Roy Jenkins,

Presicent
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1. Programme

+ Thursday, June 28, 1979

0a: O0-08: 50 Breakfast for Heads of State/Government  at
Prime Minister's Official Residence
09: 30-12: 30 First Session of the Sumyni eeting _al
Akasaka Palace Te UH ! %‘1% ”}
: 40-13: 00 Stroll in the Garden _EM ~‘I'D‘| Pt i d

« 00-14: ° Luncheon in honour of Heads of State/Govern-
ment. President of the EC Commission and
Ministers given by Prime Minister Ohira in
the Baneuet Hall, Akasaka I"alace

Buffet Luncheon for delegation members

given by Parliamentary Viee-Minister for

Foreign Affairs Shiga at likura House
Second Session of the Summit meeting al
Akasaka Palace
Court banquet  in  honour  of Heads of
State/Government, President of the EC Com-
mission and Ministers at  Imperial Palace
{Black tie)

bt
s 30-12: 00 Third Session of the Summit meeting at

Akasaka Palace
12: 20-14: 20 Luncheon in honour of Heads of State/
Government given by Prime Minister Ohira
at Japanese-Style Annex, Akasaka Palace
~Luncheon in honour of Foreign Ministers
given by Foreign Minister Sonoda at likura
House
~Luncheon in honour of Finance Ministers
and President of the EC Commission given
by Finance Minister Kancko at Fukudaya
14: 30-16: 00 Final Session of the Summit meeting at Aka-
saka Palace
17: 30-18: 20 Press Conference at the Hotel New Otani
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Arrival Times of Heads of Delegations 2. Plan of Conference Room

and Ministers e All the sessions of the Summit meeting will be held in _the

Friday, June 29 Confetence Room (Hagorome-no-ma) on the second floor of

3 28
Thursdny. June Akasaka Palace.

PM's i Akasaka Imperial || Akasaka .ﬁmrrr:r:erMM,
Residence Palace Palace || Palace Tote]l New Diani
f | : = T
Meads o a3 O o0 OO ¢

| Delegations | |
| EX

[T T LEELLT ]

s

LRITTLER L
P panperlanpnn

| Tualy

frermany

1 imined
Stales

Franee

Minisiers
1 anada

France

|
| ermany

linly

Umited
| Kingdom

| Ulmided
| States

Seals al Conference Table

I=EC Commissinn
1 =Canada
I=France
IV=Germany
V=Ialy
VieUnited Kingdom
VII=United States
VI = Japan

Po=itions

| =EC Commission
2=Canada
3=France
4=Cermany
S=Ttaly

f=United Kingdom
T=0UInited Siates
A= |apan

There will be simultaneous interpretation in all Conference
languages.

Participants may call into the conference room  their
respective personal representatives by pressing a button which
is found on the table for each Head of Delegation and con-
nected with an indicator light in the room where the personal
representatives can wait.

e
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BILATERAL MEETINGS

i The US Delepgation have conveyed an invitation from President Ca
for the Prime Minister and the Secretary of State to join him and

Mr Vance for a very informal drink at the US Ambassador's Residence
at 18.15 this evening. They suggest that the Prime Minister and

the Secretary of State might stay for about %C minutes. The Canadian
Prime Minister will have been there before-hand and might possibly

be still lingering at 18.15.

2 The Americans propose that the meetings should be extremely
informal, without any note-takers or Private Secretaries present.
They have no objection of course to Detectives or Private Secretaries
if necessary travelling to the Embassy but would not expect them to
Jjoin the .conversation.

A Driving time to the US Embassy from the hotel with police escort
is approximately 8 minutes. Driving time from the hotel to the
French FEmbassy is approximately 15 minutes. Time will therefore

be rather tight for the dinner given by President Giscard, which is
now Lo be at 12.30. Nevertheless it would still be just possible

for the Prime llinister to return to the hotel and to change

before leaving for the French Embassy.

. If both the Prime llinister and the Secretary of State would like
to accept this invitation (we have provisionally indicated that

they will), the need for a breskfast meeting between Lord Carrington
and Ilr Vance may be reduced. Iir Vance cannot in any event meet

Lord Carrington at breakfast on 28 June, as he has an engagement

with Ifr Genscher which has involved rather complex arrangements

and cannot now be shifted.

s I have however made provisional arrangements with the Canadian
Delegation for a breakfast meeting between Lord Carrington and the
Canadian Foreign Ilinister on 28 June (the Canadians cannot manage
29 June), and have provisionally suggested a time of 07.45 in

Lord Carrington's suite.

6. You may wish now to take this further yourself. The person
responsible in the US Delegation is lMr Wisner (US Embassy Ext
7102/6/7); the person responsible in the Canadian Delegation is

Mr Gignac (New Otani, Ext +805/482Q.
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CONFIDENTIAL

STATEMENT ON INDOCHINESE REFUGEES
(re-revised)

The plight of refugees from Vietnam, Laos and Cambodia

poses a humanitarian problem of historic proportions and

constitutes a threat to the peace and stability of Southeast
3 g g whaeh, are

Asia. Given the tragedy and suffering that—is taking place,

the problem calls for an immediate and major response.

The Heads of State and Government meconfirm the great
importance they attach to the immediate cessation of the
disorderly outflow of refugees without vrejudice to the
principles of free emfligration and family reunification.-

[ =

“—— They call on Vietnam and other countries of Indochina

to take urgent and effective measures sc that the present
human hardship and suffering are eliminated.

The Governments represented will substantially increase
their contributions to Indochinese refugee relief and
resettlement —— either by admitting more people or by making
more funds available, or both.

The Heads of State and Government request the Secretary-
General of the United Nations to convene a conference as soon
as possible with a view to attaining concrete and positive
results. They extend full support to tpis objective and are
ready to participate constructively in zggzahunference.

'The Heads of State and Government call on all nations
to join in addressing this pressing problem.

2%:15
June 27, 1979
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_ PS to Prime MiniA‘l:Lq L\

PS to Secretary of State

ce Sir John Hunt
Sir Michael Palliser

INDOCHINESE REFUGEES

s [ The Deputy Vice Minister summoned me and my French and Italian
colleagues on 27 June. He said that the Americans and Japanese

had discussed the matter and produced the draft of a text of a
statement by the Summit participants (annexed) which it was suggested
might be put out during 28 June, provided agreement could be reached
on it in the course of tomorrow. Mr Takashima said the draft had
already been given to Herr Genscher by Mr Sonoda when he called on
him and it would be given today to the Canadian Foreign Minister
when she called.

2. My French colleague drew attention to the EEC Summit declaration
on the same subject and said the wording of the two might have to be
correlated. He also said that the French Ambassador in Hanoi had
made representations in the light of the declaration to the Vietnamese.
We all thought that the opening phrase of paragraph 2 and the ending
of that paragraph with a reference to putting an end to the

"disorderly outflow" of refugees might be better reversed. The
Italian said that his Government, he knew, would feel like this.

s I said that I would put the text to our delegation on arrival.
Mr Takashima asked that we should convey views or amendments to
either the Director General of Asian Affairs or his deputy

(Mr Yenagiya or Mr Miyake). If a meeting was necessary to resolve
difference it could be called. Mr Holbrook had been nominated by
the Americans.

Michael Wilford
27 June 1979

CONFIDENTIAL
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INDOCHINESE REFUGEES

The plight of refugees from Vietnam, Cambodia, and
Laos poses a humanitarian problem of historic proportions
and constitutes a threat to the peace and stability of
Southeast Asia. Given the tragedy and suffering that is
taking place, the problem calls for an immediate and
major response.

The Heads of State and Government reconfirm the
importance they attach to the principles of free emigra-
tion and family reunification and call upon the countries
of Indochina urgently to take appropriate measures and to

establish procedures to put these principles into effect,

so that the disorderly outflow of refugees will cease.

Each of our countries will substantially increase
its contributions to Indochinese refugee relief and
resettlement - either by admitting more people or by
meking more funds available, or both.

The Secretary General of the United Nations has our
full support in calling for a conference in mid July
with a view to achieving concrete and positive results.

We call on all nations to join in addressing this

pressing problemn.
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FOLLOWING FROM DELEGATION
MIDDLE EAST
MIPT, FOLLOWING IS TEXT:~

THE CHIEFS OF STATE AND GOVERNMENT OF THE SEVEN NATIONS MEETING
IN TOKYO, IN CONNECTION WITH THEIR DISCUSSION, HAVE REAFFIRMED
THE FOLLOWING:

WHEREAS THE 1SSUE OF PEACE IN THE MIDDLE EAST IS OF THE UTMOST
IMPORTANCE FOR NOT ONLY THE PEOPLES AND STATES OF THE AREA BUT
ALSO FOR THE ENTIRE WORLD INCLUDING THE SEVEN:

1. IT IS ABSOLUTELY ESSENTIAL THAT PEACE IN THE MIDDLE EAST MUST
BE A COMPREHENSIVE PEACE:

2. THIS SHOULD BE BROUGHT ABOUT IN FULL ACCORDANCE WITH ALL
PRINCIPLES OF THE UNITED NATIONS SECURITY COUNCIL RESOLUTIONS 242
AND 338, AND THROUGH THE RECOGNITION OF AND RESPECT FOR THE
LEGITIMATE RIGHTS OF THE PALESTINIAN PEOPLE:

3. ALL POSSIBLE AVENUES TO PEACE SHOULD BE EXPLORED, TAKING INTO
ACCOUNT THE ASPIRATIONS OF ALL THE PEOPLES IN THE AREA INCLUDING
THE PALESTINIANS:

4o CONTINUING THEIR INDEPENDENT POLICIES, THE SEVEN GOVERNMENTS
WILL WORK TO ACHIEVE THE COMMON GOAL OF PEACE.

THE BRITISH, CANADIAN, FRENCH, GERMAN, ITALIAN AND JAPANESE
GOVERNMENTS DEEPLY APPRECIATE PRESIDENT CARTER’S CONTRIBUTION TO
PEACE IN THE AREA AND WELCOME HIS DETERMINATION TO WORK FOR A
COMPREHENSIVE SETTLEMENT,

WILFORD
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[CONFIDENTIAL]

June 27, 1979

(Confidential)

The Chiefs of State and Government of the seven
nations meeting in Tokyo, in connection with their dis-
cussion, have reaffirmed the following:

Whereas the issue of peace in the Middle East is of
the utmost importance for not only the peoples and states
of the area but also for the entire world including the

Seven:

1 b It is absolutely essential that peace in the Middle

3 |
East must be ﬁicomprehenaive peace;

2. This should be brought about in full accordance with
all the principles of the United Nations Security Council
Resolutions 242 and 338, and through the recognition of and
respect for the legitimate rights of the Palestinian people;
Ba E}} possible avenues to peace should be explored,
taking into account the aspirations of all the peoples
in the area including the Palestinians;
4. Continuing their independent policies, the seven
Governments will work to achieve the common goal of peace.
The British, Canadian, French, German, Italian and
Japanese Governments deeply appreciate President Carter's
contribution to peace in the area and welcome his

determination to work for a comprehensive settlement.
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TO IMMEDIATE TOKYO

TELXWRAM NUMBER 284 OF 27 JUNE

INFO IMMEDIATE WASHINGTON, OTTAWA, PARIS, BONN, ROME, JEDDA,

UWKDEL OECD, UKREP BVESSELS

FOLLCZING FOR PRIVATE SECRETARY TO SEHRETARY OF STATE.

OPEC MEETING IN GENEVA

1. A REPORT. IN,TODAY’S. FANANCIAL TIMES (WHICH WE HAVE NOT .

S0 FAR BEEN ABLE TO CONFIRM) CLAIMS THAT OPEC MINISTERS HAVE

DECIDED TO TAKE AN INITIATIVE IN RESTARTING THE



(" ECONOMIC DIALOGUE BETWEEN THE INDUSTRIALISED WORLD AND THE

o A\ LY
: j ’ DEVELOPING COUNTRIES, INCLUDING THE OIL PRODUCERS WITH A
PARTHCULAR EMPHASIS ON THE TRANSFER OF TECHNOLOGY UOWUOTE.

2. NO OTHER DETAILS ARE AVAILABLE AND OFFICIAL OPEC

COMMUNIQUE WILL PROBABLY NOT EMERGE TILL LATER TODAY. BUT

ALL REPORTS SO FAR AGREE THAT N®
VECISBON HAS BEEN REACHED

ON PRICES,

e |
3. PROPOSALS FOR AN ADDITHONAL B80@ MILLION DOLLARS TO BE

MADE AVAILABLE TO THE OPEC SPECIAL FUND TO PROVIDE INCREASED
PROJECT AID FOR DEVELOPING COUNTRIES APPEAR TO HAVE BEEN
ACCEPTED IN PRINCIPLE BY OPEC DELEGATES,

b. PLEASE PASS COPY TO PRIVATE SECRETARY TO PRIME MINISTER.

2

CARRINGTON 1}?"7
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FOLLOWING FROM DELEGATION

MIDDLE EAST

THE AMERICANS AND JAPANESE HAVE PREPARED THE TEXT OF A POSSIBLE
STATEMENT TO BE PUT OUT BY THE HEADS OF STATE AND GOVERNMENT,
PROBABLY ON THE LAST DAY OF THEIR MEETING, MIFT CONTAINS THE
T%KT. THE SECRETARY OF STATE WOULD LIKE IMMEDIATE COMMENTS ON

WILFORL
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REVISED PROVISIONAL TEXT

29th June, 1979

The Heads of State and Government of Canada, the Federal

Republic of Germany, France, Italy, Japan, the United Kingdom
of Great Britain and Northern Ireland, and the United States
of America met in Tokyo on the 28th and 29th of June, 1979.
The European Community was represented by the President of
the European Council and by the President of the European
Commission to discuss matters within the Community's mu 1
1. The agreements reached at the Bonn Summit helped to
improve the world economy. There was higher growth in some
countries, a reduction of payments imbalances, and greater
currency stability.
2 But new challenges have arisen. Inflation, which was
subsiding in most countries, is now regaining its momentum.
Higher oil prices and o0il shortage have reduced the room
for maneuver in economic policy in all our countries. They
will make inflation worse and curtail growth, in both the
industrial and developing countries. The non-oil developing
countries are among the biggest sufferers.

We are agreed on a common strategy to attack these problems.
The most urgent tasks are to reduce oil consumption and to
hasten the development of other energy sources.

Our countries have already taken significant actions, to
reduce oil consumption. We will intensify these efforts.

The Eurcpean Community has decided to restrict 1979 oil
consumption to 500 million tons (10 million barrels a day)

and to maintain Community oil imports between 1980 and

1985




The

Community is monitoring /and—swidl-be-asked to-speeisyy

each member country's contribution toward

1985 at an annual level not higher than in 1978.
Corvasdl

these annual

levels. Z?anada, Japan, and the US will each achieve the
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adjusted import levels to which they are pledged in IEA by acacers Aol

for 19?9,&:& will maintain their imports in 1980 at a
level not higher than these 1979 levels, and will be
monitoring this#/ﬂanada/ﬂ'apan, and the US are prepared
to commit themselves ;ﬁ/;pecific restraint targets on
their oil importsifdi the year 1985. (Possible specific
figures for Canada and US )
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In fulfilling these commitments, our guiding principle

will be to obtain fair supplies of oil products for all

countries, taking into account the differing patterns of
oA pﬁiviu!
supplyt_the efforts made to limit oil imports, the economic

situation of each country and the guantities of oil avail-
able. We urge other industrialized countries to set similar
cbjectives for themselves.

We welcome the proposal né-Qha-Eu:npean_ﬂnnmua*ﬁy to

- pF a3 ® F F#

take steps to bring into the open the working of oil markets
by setting up a register of international oil transactions.
Canada, Japan and the United States have agreed to adopt a

parallel scheme for their D}'l ]_mports// We,will urge oil
B ] . I.A---t-q
cnmpanlesL;c moderate spot market transactions. [We will

us >
re%:}re that at the time of unloading crude oil cargoes, e
gy WY J m
fcre.ad)
fcertified by the producer countrf}} [We will likewise seek to

documents be presented indicating the purchase price as

e P e

achieve better information on the profit situation of oil
-
companies and on the use of the funds available to these

companies.]

e A tad Ay bl
[We assead tg avgoid—adds administrative actign that m:.ghi; put
S T o e ra et

further pressure on oil prices,
We agree on the importance of keeping domestic o0il prices at
world market prices or raising them to this level [as soon as

possible.]




}Eur countries will not buy oil for governmental stock-

piles when this would place undue pressure on prices; we

will consult about the decisions that we make to this

end.)/

3. We pledge our countries to increase as far as possible
coal use, production, and trade, without damage to the
environment. We will endeavor to substitute coal for oil
in the industrial and electrical sectors, encourage the
improvement of coal transport, maintain positive attitudes
toward investment for coal projects, pledge not to inter-

o S
rupt coal expcrtsLEnder long-term contracts unless required
to do so by a national emergency, and maintain, by measures
which do not obstruct coal imports, those levels of domestic

coal production which are desirable for reasons of energy,

regional and social policy. (Ee su ation of

g

We need to expand alternative sources of energy, Erpecs=tly

pasticulasly those which will help to prevent further jiﬂﬂmﬁ;-,
Pur"lh..lkr"}

[1ncreases of fcarbon dioxidefin the atmosphere.

Lose Sefencer are [We agree that the speedy expansion of nuclear power Yo

Gllernalizes.
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we-h is indispensable.] [ [Without the development of nuclear energy

7 b ham 2mn
in the coming decades, economic growth will be hard to

achieve.] [We reaffirm the understanding reached at the

Bonn Summit with respect to the reliable supply of nuclear

B, 1o r e 5 /

fuel and reéue*ngﬂkhe.risk of nuclear proliferation. ,/

et
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[We must see to it that any apprehensions over safety in

Lese seroees : ¥y
are alfa-erse>” nuclear plant operation and waste disposal be eliminated.)

“s H‘*‘"’G br s 5
Sotnad t me? [This must be done under conditions guaranteeing our

(IKes 15 .
412:, people's safety. We will cooperate to this end.] The

International Atomic Energy Agency can play a key role

>< (ra-“l- e feof e f."'“"' P“""":"*'—"’ P""‘!‘)

in this regard.

New technologies in the field of energy are the key
to the world's longer-term freedom from fuel crises. Large
public and private resources will be required for the

development and commerci application of those technolcﬂies.

i Pe Al et At S s S : )
A U3 propes 6n International Energy Technology Group linked to M
Eveyme €0\l oot

Las drttd . (aw priate international organizations will be created to review
Joor accop!t - : :
asdad It= the actions being taken or planned domestically by each
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of our countries, and to report on the need and potential
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for international collaboration, including financing;?

prepartd
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4. We agree that we should continue with the policies

or our econmm}es agreed at Bonn, adjusted to reflect current

M — e

?EESEEigirﬁﬁtf Energy shortages and high oil prices have

caused a real transfer of incomes. We will try, by our
domestic economic policies, to minimize the damage to our
economies. But our options are limited. Attempts to
compensate for the damage by matching income increases would
simply add to inflation.

5. We agree that we must do more to improve the long-

term productive efficiency and flexibility of our economies.

The measures needed may include more stimulus for investment ??

and for research and development; steps to make it easier
for capital and "labor to move from declining to new
industries; regulatory policies which avoid unnecessary
impediments to investment and productivity; reduced
growth in some public sector current expenditures; and

removal of impediments to the international flow of

trade and capital.




6. We believe that nstructive North-South relations are a
condition for the hegllth of the world economy. We for our
part will work to bfing developing countries more fully into
the open world trgding system, and to adjust our economies

to changing intefnational circumstances. The problems we
face are globalfand can only be resolved on the basis of

shared respongibility and partnership. Although what has

happened to 1 prices has made it more difficult for deve-
7 AT
. loped countyies to help in—bhés, ffWe recognize the need for

the flow of financial resources to the developing countries
to increase, including private and public, bilateral and multi-
lateral resources. A good investment climate in developing
countries will help the flow of foreign investment.

We are deeply concerned about the millions of people
still living in conditions of absolute poverty. We will take
particular account of the poorest countries in our aid programs.

/ 4,

Once more we urge COMECON countries to play their part. [
will place more emphasis on cooperation with developing coun-
tries in overcoming hunger and malnutrition. We will urge
multilateral organizations to help these countries to develop
effective food sector strategies and to build up the storage
capacity needed for strong national food reserves. Increased
bilateral and multilateral aid for agricultural research will

be particularly important. In these and other ways we will

step up our efforts to help these countries develop their

human




human resources, through technical cooperation adapted to

local conditinns.#ﬁae will also place special emphasis on

helping developing countries to exploit their energy potential.
We strongly support the World Bank's program for hydrocarbon
exploitation and urge its expansion. We will do more to help
developing countries increase the use of renewable energy; we

welcome the World Bank's coordination of these efforts.
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REVISED PROVISIONAL TEXT

27th June, 1979

1 e The agreements reached at the Bonn Summit are helping
improve the world economy. There was higher growth in some
countries, a reduction of major surpluses and deficits in
the balance of payments, and greater currency stability.

2. But new challenges have arisen. Inflation, which
seemed to subside in most countries, is now regaining its
momentum. What has happened in recent months on the supply
and price of o0il has reduced the room for manoeuver in
economic policy in all our countries. If will make

inflation worse and curtail growth, in both the industrial

and developing countries. The non-oil developing countries

are among the biggest sufferers, both through increased
0il prices and through reduced world economic activity,
/and the consequent difficulty for the industrialized

countries in pursuing their development aid effnrtg?.

We are determined to attack these problems at their
roots. For this purpose we have agreed on a common strategy,
consisting both of immediate short-term measures in the field
of energy and of longer-term policies directed toward the
constitutional improvement of the world economy.

. (0il) To be inserted later.




gﬁ‘ We pledge our countries to increase coal use, production,
and trade. We will endeavor to substitute coal for oil

in the industrial and electrical sectors, assess and

clarify policies which unduly impede coal use, encourage

the improvement of coal transport, maintain positive attitudes
toward investment for coal projects, pledge not to interrupt
coal exports under long-term contracts unless reguired to
do so by & national emergency, and maintain desired levels
of domestic coal production by measures which do not obstruct
low-cost coal imports. We support the formation of an
International Coal Advisory Board of private experts, linked
to appropriate international organizations, which will
recommend to us additional actions to overcome existing
constraints to freer coal trade and increase coal utilization.
We need to expand alternative sources of energy,
particularly those which will help to prevent further
increases of carbon dioxide'in the atmosphere.
We agree that the speedy expansion of nuclear pOWer
is indispensable. We reaffirm the understanding reached at
the Bonn Summit with respect to the reliable supply -of
nuclear fuel and reducing the risk of nuclear proliferation.
We must see to it that any apprehensions over safety in
nuclear plant operation and waste disposal be eliminated.
The International Atomic Energy Agency cad play a key Tole
in this regard.

New
 —
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New technologies in the field of emergy are the
key to the world's longer-term freedom from fuel crises.
We agree to increase our research, development, and commercial
application of new technologies, both for production and
economization of energy resources. We will create an .
International Energy Technology Group to assess the actions
being taken or planned domestically by each of our
countries and to examine possibilities for international
collaboration, including financing, on a continuing basis.
We invite oil-producing nations, as well as other nations
capable of making significant contributions, to join any
internatipnal collaboration that may result.

We call on the oil-exporting countries to cooperate
in stabilizing the world oil situation. We will endeavor

to foster a climate that will help to bring about new

discussions on energy-related matter of mutual concern between

producing and consuming countries.’

5. We agree that we should continue with the policies for
our economies agreed at Bonn, adjusted to reflect current
circumstances. Energy shourtages and high oil prices have

caused a real transfer of incomes. We will try, by our

domestic economic policies, to minimize the damage to our

—

economies. But our options are limited. Attempts to

——— =

compensate for the damage by matching income increases would

simply add to inflation.
Our




Our main long-term task is to improve the productive

efficiency of our economies. This is essential to promote

T

non-inflationary growth. We will take steps to increase

7 e ==
investment, to accelerate innovation, to enhance competi-
e ______..-"-_"‘--___.

f;:;E:“EEﬂ to improve the flaxlblllty of our economies.
R ) i
These steps, while varying from country to country, should

b//include curtailing the growth of the public sector

current expenditures, increasing support for research and
v ,gevelopment, improving regulatory policies so as to

vuJ);HachIE?E social objectives without creating unwarranted

—

717 impediments to investment, and providing stimulus for

- —

increased investment. We will try to make it easier
for capital and labor to move from sectors with declining
demand to those with increasing demand, from less to more
efficient industries, and to areas in which the country
concerned has a comparative advantage in international
trade.
6. The agreements reached in the Tokyo Round are an
\ \ important achievement. We are committed to early and
S faithful implementation of these agreements. We renew
1////our determination to fight protectionism. We want the
functions of GATT to be strengthened, both to monitor
the agreements reached in the MINs and as an instrument
for future policy in maintaining the open world trading

system. We will welcome the full participation of as many

countries
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countries as possible in these agreements and in the

system as a whole.

7. We will intensify our efforts to pursue the economic
policies appropriate in each of our countries to achieve
durable external equilibrium. Stability in the foreign
exchange market is essential for the sound development of
world trade and the global economy. This has been furthered
since the Bonn Summit by two important developments -- the
November lst 1978 program of the United States in conjunction
with other monetary authorities, and the successful emergence
of the European ‘Monetary System. We will continue close
cooperation in exchange market policies and in support of

the effective discharge by the IMF of its responsibilities,
particularly its surveillance role and its role in strengthening
further the international monetary system.

B. We believe that constructive and harmonious North-South

relations are the condition for the expansion of the world

economy. With them we must address the urgent problem of
today and long-term issues of coming decades. These problems
are global and must be resolved on the basis of shared
responsibility and partnership. For our part we shall work
to bring about a full participation of developing countries
into the open world trading system, and to adjust our
economies to changing international circumstances.

[THE will continue our collective effort to expand the

flow of financial assistance and other resources, bilateral

and




and multilateral, toward developing countries. A good
investment climate fostered by the developing countries
will help promote the increase of foreign investment;7

We are deeply concerned about the millions of people
still living in conditions of absolute poverty, and will
take particular account of the poorest countries in our
aid programs. We shall place special emphasis on
assisting developing countries to identify their energy needs
and to expand their energy production. We strongly support
the World Bank's program for hydrocarbon exploitation and
urge its expansion. We will build on the work of the OECL
working party in expanding our efforts to help developing
countries increase the use of renewable energy; we welcome
the World Bank's coordination of these efforts.

We will cooperate with developing countries to eradicate

hunger and malnutrition. We will urge multilateral organiza-

tions to help these countries to develop effective food

production strategies and to build up the storage capacity
needed for strong national food reserves. We will provide
increased bilateral and multilateral aid for agricultural
research. For these and other ways we will increase -- and
ecollaborate in -- our efforts to help these countries
develop the human resources, especially through various

forms of technical cooperation better adapted to local

conditions.
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We urge the COMECON countries and other countries

capable of providing aid to join more positively in

development cooperation.
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We consider it vital that the consumer and producer

countries together work out a world energy strategy designed to :

ensure more moderate and rational use of o0il as a non-renewable
natural resource;’

permit continued economic growth no longer dependent on increased
consumption of oil but based on the development of other energy
-res ources,

ensure that the developing countries are also able to obtain the

energy necessary for their growth.

If such a strategy cannot be worked out, the world will

rapidly move towards a large scale economic and social crisis.

We agreed that the most urgent tasks are to reduce oil
consumption and to accelerate the development of other energy
sources. This will require both immediate and longer-term steps if
the further harmonious development of the world economy is to
be ensured. We are particulary concerned about the prospects for
oil-importing developing countries in case the current imbalance

in world oil markets persists into the 80's,




The Eurcpean countries recall the Community's
commitment to limit to 560 MT the oil consumption in
1979 and to maintain, through the period 1980-1985, the
annual imports of oil at a level not higher than 1978.
They indicate that the Community's institutions have the
necessary powers to make sure that the oil imports of

each member state will be in accordance with these targets.

The US, Canada and Japan confirm that they will

reach the oil consumption and import targets to which they

are pledged within the I.E.A.. In 1980 they will maintain
their oil imports at a level not higher than 1979. They will
ensure, through the period 1981-1985, that this level will
not be exceeded, which, taking into account the requirements
of the economic growth, implies a vigorous effort to save

energy and to develop domestic production of energy.




This effort will be accompanied by measures relating to
the fee markets, where prices bear no relation to those charged by

the producer markets.

Our countries will not buy oil for strategic stockpiles when this
would place undue pressure on prices. We will concert our actions

to this end.

We will monitor the spot markets, to determine wether further joint
action is needed; we will ask oil compmnies to register transaction
on the spot markets under procedures to be agreed by our energy

ministers.

We will ask our oil companies to refrain from participating in spot
transactions at prices inconsistent with official producer country

prices.

As far as crude oil is concerned, we will request that al the time

of unloading cargos documents be presented indicating the purchase

price as certified by the producer country of origin.




So that these efforts may continue in consonance with the
growth of their economies, the Summit countries will continue and extend
the redeployment of energy which has already begun. This redeployment will
be based on the strengthening of the energy-saving measures already under
way and be such as to enlist the use of nuclear energy, ccal and, as soon

as possible, other, alternative sources of energy.

- The Summit countries have already made a major effort to save energy.

They must strengthen national programmes in order to encourage growth combined
with low energy requirements, in particular by means of greater investment
efforts in this area.

- Without the development of nuclear energy in the coming decades, no economic
growth will be possible. Nuclear programmes must therefore be given strong
fresh impetus.

Nuclear energy must be used under conditions guaranteeing the safety of the
population. In this ceonnection, the Summit countries, whilst recallacing that
this matter is essentially the responsibility of national authorities, consider
that existing bilateral and multilateral co-operation should be strengthened
and developed. It highlighted the role of the International Atomic Energy
Agency in this area.

- In view of the necessary change in oil imports, the use of coal in power
stations must be stepped up without delay ; its use in industry must also be
encouraged. Special attemtion will be given to technological programmes to de-
vise new processes for the extraction, transport and processing of coal.

- The Summit countries note that the situation calls for national and inter-
national research and development efforts in the energy sector to be stepped
up by co-ordinating national action and joint programmes so that more tangible
prospects may shortly be found for the economical use of new resources, espe-
cially solar and geothermal energy. Like nuclear energy, these "clean" forms
of energy will contribute to halting the build-up in the atmosphere of car-
bonic fumes caused by the use of fossile fuels.




Such research will also be directed at promoting new techniques for the

use of conventional resources and achieving energy savings.

The decisions adopted today bear witness to the fact that the Summit
countries are ready to shoulder their responsibilities. They urge the other
industrialized consumer countries to make efforts on a similar scale and

to develop their national energy rescurces.
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A Proposal for the Energy Section of the Tokyo Declaration

We agreed that the most urgent tasks are to reduce
0ll consumption and to accelerate the development

of other energy sources. This will require both
immediate and longer-term steps if the further
harmonious development of the world economy is to

be ensured. We are particularly concerned about

the prospects for oil-importing developing countries

in case the current imbalance in world oil markets

persist; into the 80's.

Our countries have already taken a number of specific
actions, listed in the annex, in fulfillment of our
pledge to reduce expected oil consumption in 1979

and beyond. We will intensify our efforts to limit

0il consumption and imports.

The European Community reiterates its resolve to
maintain Community oil imports between 1980 and
1985 at an annual level not higher than that for

1978.

Canada

Japan

The United States




We urge other industrialized countries to set similar
objectives for themselves. Our guiding principle will
be to obtain fair supplies of oil products for all

countries, taking into account the differing patterns
of supply, the efforts made to limit oil imports, the
economic situation of each country and the quantities

of oil available.

The current supply situation has upset the normal
working of the international oil markets. Prices paid
on the spot markets bear little relation to the official
prices of oil exporting countries. We therefore welcome
the proposal of the European Community to take steps

to increase the transparency of oil markets by setting
up a register of all international oil transactions.
Canada, Japan and the United States have agreed

to adopt a parallel scheme for their oil imports.

We will urge oil companies to contribute to the
restoration of orderly conditions by cautious market
operations., We will likewise seek to achieve better
information on the profit situation of oil companies
and on the use of the funds available to these

companies.

We agreed to avoid all administrative action that might

put further pressure on oil prices, e.g. national
import subsidies, We remain resolved to keep domestic
0i1l prices at world market prices or to raise them

to this level.
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6.5. We agreed that while short-term measures are
needed to deal with some aspects of our current
problem the real task ahead of us is medium and
long term;
this is true for both energy saving and the
development of other energies.

6.6. Our countries will substitute as far as possible
coal for oil in the industrial and electrical
sectors. Special attention will be given to
technological programmes to devise new processes
for the extraction, transport and processing of
coal.

Our countries will welcome foreign investment in
coal production, pledge not to interrupt coal
exports under long-term contracts unless required
to do so by a national emergency, and agree to
maintain,by measures which do not obstruct coal
imports,those levels of domestic coal production
which are desirable for reasons of energy ,
regional and social policy. We are in favour

of a substantial increase in world coal trade

and welcome the proposal for the establishment
of an International Coal Advisory Board.

6.7, Without the development of nuclear energy in
the coming decades, no economic growth will
be possible. In the light of the long-term
shortage of oil already evident the expansion
of nuclear power has become even more urgent.
This must be done under conditions guaranteeing
our people's safety. While recalling




that this matter is essentially the responsibility
of national authorities, we welcomed the initiative
to accomplish within IAEA an extensive and world-
wide exchange of experience on safety of nuclear
power plants. We are convinced that the safe
disposal of nuclear waste can also be guaranteed.
We reaffirmed the understandings reached at the
Bonn Summit with respect to the reliable supply

of nuclear fuel and minimising the risk of nuclear

proliferation.

We agreed to accelerate both nationally and inter-
nationally our efforts for the research, development,
and commercialization of new energy technologies
like synthetics (liguefaction and gasification of
coal) and renewable energies (e.g. solar and
geothermal energy). Like nuclear energy these
renewable energy sources do not involve the emission
of pollutants associated with the use of fossile
fuels, particularly the increase of carbon dioxide

concentration in the atmosphere.

We will each take appropriate steps to facilitate
increased investment and finance for this purpose.

We will ask the appropriate international organisations
(OECD/IEA) to set up an expert group with the mandate
to elaborate an assessment of promising technologies
either under development or at the commercialisation

stage and to work out organisational proposals for

the cunrdﬁnatinn of national efforts in these fields

within one year.
i




We are prepared to cooperate with oil-
exporting countries to define supply and
demand prospects on the world oil market.
We call on these countries for an active
contribution to beginning a permanent
exchange of views on energy matters proper

as well as other matters (e.g. transfer of

energy technologies) between producer and

consumer countries, incl. oil-importing

developing countries.
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ALTERNATIVE COMMUNIQUE LANGUAGE ON IMPORT RESTRAINT

/ Option 1: The European Community reinterates its resolve to

restrict 1979 oil consumption to a figure not exceeding 500 million
tons (10 million barrels a day) and to maintain Community oil imports
between 1980 and 1985 at an annual level not higher than that for
1978. Th:_Eomunit}f will Epecify an_@? monitor each member country's
contribution towards these annual levels. [Canada, Japan, and the

US indicate that they will each achieve the adjusted import levels

to which they are pledged in IEA for 1979 and will maintain their
imports in 1980 at a level not higher than these 1979 1evels,"There
will be quarterly review of targets to take account of special needs
generated by high growth,/ Canada, Japan, and the US are prepared now
to commit themselves to specific restraint targets on their oil im-
ports for the year 1985, with periodic review to take account of
specialcircumstances.* They will fix annual targets on a year-by-
year basis in the meantime.

Option 2: The Summit countries reaffirm the commitments that
they have made in appropriate international organizations to reduce
0il imports by 5% of projected consumption by the end of 1979; and
they affirm that they will make commitments in 1980 within these
organizations not to exceed in 1980 the import levels that they have
stated for 1979 as a result of these reductions -- such national
import limits being specified below. We will support in the IEA
quarterly review of targets, to take account of special needs generated
by high growth. All countries are prepared to commit themselves to
specific restraint targets on their oil imports for the year 1985,

with periodic review to take account of special circumstances.*

#*This sentence will be defined in more specific terms by the
Preparatory Group if the heads of government choose this option.




We consider it vital that the consumer and producer
countries together work out a world energy strategy designed to :

— ensure more moderate and rational use of oil as a non-renevable
natural resource;-

- permit continued economic growth no longer dependent on increased
consumption of oil but based on the development of other energy

‘resources;
= ensure that the developing countries are also able to cbtain the
energy necessary for their growth.

If such a strategy cannot be worked out, the world will
rapidly move towards a large scale economic and social crisis.

We agreed that the most urgent tasks are to reduce cil
consumption and to accelerate the development of other enmergy
sources. This will require both immediate and longer-term steps if
the further harmonious development of the world economy is to
be ensured. We are particulary concerned about the prospects for
oil-importing developing countries in case the current imbalance

in world oil markets persists into the 80's.




The European r.-nunt.ri-ea recall the Community's
commitment to limit to 580 MT the oil consumption in
1979 and to maintain, through the period 1980-1985, the
annual imports of oil at a level not higher than 1978.
They indicate that the Community's institutions have the

necessary povers to make sure that the oil imports of
each member state will be in accordance with these targets.

The US, Canada and Japan confirm that they will
reach the oil consumption and import targets to which they
are pledged within the I.E.A.. In 1980 they will maintain
their oil imports at a level not higher than 1979. They will
ensure, through the period 1981-1985, that this level will
not be exceeded, which, taking into account the requirements
nf,j.he economic growth, implies a vigorous effort to save
energy and to develop domestic production of energy.




I0

This effort will be accompanied by measures relating to
the fee markets, where prices bear no relation to those charged by
the producer markets.

Our countries will not buy oil for strategic stockpiles when this
would place undue pressure on prices. We will concert our actions
to this end.

We will monitor the spot markets, to determine wether further joint

action is needed; we will ask oil companies to register transaction
on the spot markets under procedures to be agreed by our energy
ministers.

We will ask our oil companies to refrain from participating in spot
transactions at prices inconsistent with official producer country

prices.

As far as crude oil is concerned, we will request that ab the time
of unloading cargos documents be presented indicating the purchase
price as certified by the producer country of origin.




So that these efforts may continue in consonance with the
growth of their economies, the Summit countries will continue and extend
the redeployment of enmergy which has already begun. This redeployment will
be based on the strengthening of the energy-saving measures already under
way and be such as to enlist the use of nuclear energy, coal and, as soon
as possible, other, alternative sources of energy.

- The Summit countries have already made a major effort to save energy.

They must strengthen national programmes in order to encourage growth combined
with low energy requirements, in particular by means of greater investment
efforts in this area.

- Without the development of nuclear energy in the coming decades, no economic
growth will be possible. Nuclear programmes must therefore be given strong
fresh impetus.

Nuclear energy must be used under conditions guaranteeing the safety of the
population. In this connection, the Summit countries, whilst recallacing that
this matter is essentially the responsibility of national authorities, consider
that existing bilateral and multilateral co-operation should be strengthened
and developed. It highlighted the role of the International Atomic Energy
Agency in this area.

- In view of the necessary change in oil imports, the use of coal in power
stations must be stepped up without delay ; its use in industry must also be
encouraged. Special attemtion will be given to technological programmes to de-
vise new processes for the extraction, transport and processing of coal.

- The Summit countries note that the situation calls for national and inter-
national research and development efforts in the energy sector to be stepped
up by co-ordinating national action and joint programmes so that more tangible
prospects may shortly be found for the economical use of new resources, espe-
cially solar and geothermal energy. Like nuclear energy, these "clean" forms
of energy will contribute to halting the build-up in the atmosphere of car-
bonic fumes caused by the use of fossile fuels.




Such research will also be directed at promoting new techniques for the
use of conventional resources and achieving energy savings.

The decisions adopted today bear witness to the fact that the Summit

countries are ready to shoulder their responsibilities. They urge the other

industrialized consumer countries to make efforts on a similar scale and
to develop their national energy resources.




Japan adopts as a 1985 target a level not to exceed the

range between 6.3 and 6.9 million barrels a day. Japan will

review this target periodically and make it more precise in the

light of current developments and growth projections, and do
their utmost to reduce oil imports through conservation,
rationalization of use and intensive development of alternative

energy sources.




6.2. The European Community reiterates its resolve to restrict 1979 oil consumption

to a figure not exceeding 500 million tons (10 million barrels a day) and to
maintain Community oil importsfin 15?9 and 1980 at an annual level not
—
- 5 s . N .
higher than that for lSFTB'The Community|will specify and monitor each member

country's contribution towards these annual levels. Canada, Japan, and the
US indicate that they will each achieve the adjusted import levels to which
they are pledged in IEA for 1979 and will maintain their imports in 1980 at

a level not higher than these 1979 levels. There will be quarterly review of

targets to take account of special needs generated by high growth.

The seven countries express their will to adopt &= maximum goals for oil imports
in 1985, the following figures : - s

Canada

France

RFA

Italie

Japon

UK

USA
They will fix annual goals on a year by year basis in the meantime. The 1985

goals will serve as reference to monitor the development of alternative

6 A J""’.
— e

sources of energy.
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joint coaviction that the newly elected Assembly, taking iis
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vizhtful place among the Comramity institutions, will serve
4he hopes znd the ambitions of Euvrcpse
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Tpe Buropesn Council was jnformed €% ¢ conditions
unisr which i Iropcan lonetary System n-d been set up
and 4ock the viaw that the jnitinl stock-taking, now that
tne system had becen in operabica {or three porths, could be

regarded a8 positives

1t ettached particular importonce to the strengthening
of monetary co-operation gnd the development of the procedures
for concerted ~ction put in hend within +he appropriate
Corzunlty podics. It expressed the hope t073 the
prep:ratians for setting up 2 Furopesn 1onciary Fund would
ke expedited, =0 that the latier might be a-le, by the

plannod deadlines, %o melce an effective contrivution towards

gtabilizing monctaTry relations and exchangz rates within the

Community .

1 stressed the major political significance which the
jnt-oduction of en erca of wonetery stability has for
progress towards the orgenization of BEurop.




cumeil heid s exchange of views
! T4 siressed the urgen®
i tuatica breught about by the
development O jnz irbalernce batreen supply and
goms—d for oil ond the precariomsness of world energy
guppliss, mot cnly in the Jorz term but also in the

irmedizie futures

Tha European Cou cil corsiders it vitel that
consumer znd producer countrices together work out
vorld encrgy strategy designed to: :

= gnsure more moderate and raticnal use of oil &2

ncn—rene‘.':a'ule n=tural resource;
7

- perpit continued economic growuh nC longer dependent
ca increaseducnnzu:.p‘cicn of oil but based on -the
gevelopment of other energy TEesou'Ces;

- gnsurc that thke developing couniries are also able
%o obtzin the energy necessery for their groirthe

1f such a strategr cannot be worked out, the world
will rapidly move +owerds a lerge—-scale econoric and sccial

crisise - RS




Tre Barcpesn Couneil affirms tue Coununity's will
» p3 exerplary role in this acilon. It recslls
.the dcﬂ_ ;ions already taken at its meeting in March 1979
g=d, i» particwlar, ths objective to limit 0il consumption

in 197
—

Taa Council alssc expreuces its resolve to contirve
gnd step up this effort to limit oil concumption and,

though energzy saving, the development of indigenous

prolucticon and the progreszive use of alternative energy,

Comrunity imporis betl 1680 and 1985 at an annu=1

+ will not be poscible to malke an effort of this
pegnitude unless an effort on the same scale is made at
the same +time by the other jndustrizlized consumer couniries,

which must 2lso restrict their 0il imporis.

Lestly, steps will have %o be taken, in co-operation
with the oil companies, to ensurc that each country can
obtzin fair supplies of oil preducts, taking into account
the differing patterns.of supply, the efforts made to limit
0i1 icports, the economic cituaticn of each country and the
quantities of oil available.




e This effort will be accompanied by measures relating

to tne frce markets, where prices bear no relation to those

charged by the producer countries.

Tae Council welcomes the measures taken in this
connection by the Council (Euerzy) to improve market
surveillance, As regards the recording of international
transactions, it requests the Council (Energy) to take
the steps for which it has 1aid down the principles provided
that the other jndustrialized States are prepared to take
gimilar action. It invites the Nember States and the
Commission, which will take part in the Tokyo Summit, to
examine with the other participants in that meeting what
additional steps should be taken. In the lignt of that
examination the Council (Energy) will adopt the appropriate
measures. .

Tn the immediate future, the Vember States declare
their readiness to dissuade companies from lending themselves
to transactions on these markets at excessive prices.

-
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S0 that these efforts may continue in consonance with the
growth of their economies, the Community 2nd the Member States
will continue and extend the redeployment of energy which has

glready begun. This redeployment will be based on the n
strengthening of the energy—-saving measures already under way

end be such as to enlist the use of nuclear energy, coal and,

as soon as possible, other, alternative sources of energy.

= The Community nas already made a major effort to save energy.
1t must strengthen national and Community programmes in order
4o encourage growth combined with low energy requirements,
jn particular by means of greater invesiment efforts in this
area,

- Without the development of nuclear energzy in the coming
decades, no economic growth will be possible. Nuclear
progracmes must therefore be given strong fresh impetus.

Fuclear energy must be used under conditions guaranteeing
the safety of the population. In this connection, the
Buropean Council, whilst recalling that this matter is
eszentially the respnnsibility of nation=l authorities,
considers that existing bilateral and multilateral co—operation
ghould be strengthened and developed. I highlighted the
rule of tke Trternational Atomic EneTeEy Agency in this area.

" = In view of the necessary change jn oil imports, the use of

ecogl in power stations pust be stepped up without delay;
4ts use in industry must also be encouraged. Special

. attention will be givem %o technologiczl programmes to

_1__devise new processes for the extraction, transport and
- processing of cozl. . T e e




= The European Council notes that the situation calls for

.pational and Community research and development efforts

in the energy sector. to be stepped up by co—ordinating
pnational aciion and joint programmes so that more tangible
prospects may shortly be found ror the economical use of
pew resources, especially solar and geothermal energrse.
Tike nuclear energy, these "clean" forms of energy will
contribute to walting the build-up in the atmosphere of
carbonic fumes czused by the use of fossile fuels.

Such research will also be directed at promoting new

4+echnigues for the use of conventional resources and

echieving energy savings.
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6.

!!r The decisions adopted today bear witness to the fact that

ope is ready %o shoulder its responsibilities. It urges
the other jndustrizlized consumer countries to make
efforts on a similar scale and to develop +heir national energy

resources, failing which the Compunity's contribution to the
world energy balance cannot play 1ts fuil part.

The Buropean Council appeals to the producer countries
to take account of the importance of the world energy balance
end harmonious economic developmente

In conjunction with the other ipndustrialized consumer
ecountries, the Comrmunity and the Lember States are prepared to
aﬂtablish contacts with the producer countries in an endeavour to
aefine in common supply and demand prospects on the world oil
parket. To anzlyse the situation in this way will be to make it
“possible to pinpoint the difficulties and work out ways and means
of remedying them, with 21l perties acting jn concert. This
gnalysis should most particularly concentrate on the oil- -
importing developing countries. To cut dowvn on the jpdustrialized f
countries® importis will be to improve developing countries’
eupply prospects. Furthermore, 2 pajor effort will have to
be made to boost the output of their energy Tresources. Cn
this score, the European Council js gratified at the action
mdertaken oy ihe World Bank and declares its willingness to

' - @xamine further improvements to its uperationﬂ.

Over and above these forms of action, the European Council
‘confirms its jnterest in an overall approach to world energy

-




proﬁ1Ems,an which the President of the United liexican States
@nas put forward some significant proposals.

Te The European Council instructs the Presidency to inform
the other industrialized consumer countries and the producer
countries of all the decisions adopted today.




N@C{JR IC ANMD SOCTIAL SITUATION

- = - -

The economic policies initiated a year ago in line
with the common approach defined in the July 1978 European
Council have helped to improve the outlook for growth and
price trends in the Commumity.

The recent substantial changes in the supply gnd price
of o0il have however narrowed the margin for manoeuvre in
economic policies, as regards both the rate of growth and
the level of inflation. [

Faced with this situation, the Council adopted the
following guidelines:

- the economic policies of the Nember States will be even
more closely co-ordinated, in order to minimize the
infletionary and depressive effects of the increase ino
oil prices and its coansequences for the level of growth
end the employment situation;.

co-ordination of budgetary policies for 1980 is of nartlcular
importance in this context. Priority should be given “to
measures which enable a2 satisfactory level of growth to be

attained in the Community through investment, while nramﬁtlng
modernization of economic structures;

the struggle cgzainst inflciion will continue. The major -
internal and externzl ecornomic equilibriz on which the
cozpetitiveness and growth of the economies of the liember
States depend must be respected. tep2 oust be tazken to
ensure thzt the drzin on real resources which the increase

. in il prlces entails are not cnmpensated by nnmlnal
. increases in mcomes,

w e
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The Europeazn Council took note of the discussions
which had taken piace in the Council and Commission
pursuant to the guidelines adopted at its meeting on
42 and 13 March, to contribute, by Community actica,
%o improving the employment situation.

It took note of the Commission's interim communicatiaﬁ
.on the discussions regarding work sharing.

. "It confirmed the importance it attached to the active
continuaticn, with the collaboration of both sides of

- ‘4ndustry, of the work it had asked be undertaken, so that
concrete proposals might be worked out rapidly.




. CONVERGEICE

The European Council noted the report submitted to it by

the Council (Economic and Fipnancial Affairs) on the convergence
of Member States' economic performances. _ .

Following comments from a number of delegations, it asked
the Commission to submit to the Council a reference paper
describing the financial consequences of applying the budgetary
system on the situation in each lember State, especially in 1979
and 1980. The study will have to take into account the economicC,
financial and socizal effects of each Kember State's participation
in the Community and the Community nature of the components
contrituting to the formation of owa resources. For 1980, it
will take account of the agricultural prices for the
1979/1980 marketing year.

The Commission will at the same time examine the conditions
under which the corrective mechanism decided on in 1975 can play
jts part in 1980 and the extent to which it fulfils the objectives
essigned to it.

The Commission will submit its study to the Council so
as to enable the lember States to give their opinions and
present their requests in concrete form., In the 1ight of the
debate and of any guidelines woich may emerge from the Cuuncii
the Commission will present proposals sufficiently early to

~enable decisions to be taken at the next meeting of the
European Councile




YI..‘&E&E
The European Council noted that the imbalance in

trade relations between the Community and Japan was continuing
end deepening. Wishing to expand and strengihen co—-operation
with Japan in all fields, it expressed the wish that the

" Japanese Government, beering in mind the place and the
responsibilities of Japan in the world economy, would help
by means of appropriate measures to redress 2 situation
which gave particular czuse for concerne It hoped that the
regular consultations between the Commissiaﬁ.and Japan

would rapidly result in wider cpenings for EEC exports on
the Japanese market and eneble brcader axd more equitable

relations to be envisagede




’ REFUGEES FROM INDOCHINA

The Ministers for Foreign Affairs reported on the
jnitiative which they had taken in proposirg that an
international conference meet under the auspices of the
United Nations to discuss the problem of refugees from
Indochina.

. Stressing the dramatic nature of the problem and
the urgent need to find an effective and humane solution,
the European Council requested the lMinisters to see %o it
that their initiative is successful and th=zt in the meantime
no decision is taken that might aggravate the situation.
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Distribution:- |TEXT]
Following from Delegation
MIDDLE EAST

The Americans and Japanese have prepared the text

of a possible statement to be put out by the Heads of

State and Government, probably on the last day of their
meeting. MIFT contains the text. The Secretary of

State would like immediate comments on it.

| 3
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CONFIDENTIAL

_~ PS5 to Prime Mini§}Lﬁ 523 )

PS to Secretary of State cc Sir John Hunt
Sir Michael Palliser
PS to Chancellor of the Exchequer

MIDDLE EAST

il Mr Takashima, Deputy Vice Minister, sent for me and my French
and Italian colleagues on 27 June, Mr Chiba, Director General of
Middle Eastern and African Affairs was present. He said that in
their bilateral talks President Carter and Mr Ohira had agreed that
the Summit Conference would have to issue some declaration (not
part of the communiqué) on the Middle East. A text (annexed) had
accordingly been prepared after discussion between Mr Sonoda and

Mr Vance, which had US/Japanese approval. Mr Chiba took us through
B He explained that it had been discussed with Herr Genscher who
had made certain personal suggestions (reserving the position of
his EEC colleagues). It would be given to the Canadian Foreign
Minister when she called on Mr Sonoda that day.

e 1t was proposed that the declaration should be cleared amongst
officials first with a view to the Foreign Ministers approving it

at their lunch on 29 June. They would then submit it to Heads of
State and Government for immediate release, (The French Ambassador
said that he believed that the Foreign Ministers would be together
at a separate table at the Prime Minister's lunch at the Akasaka
Palace on 28 June and could discuss it then if they wanted to.)

3. Mr Chiba explained that Herr Genscher's suggestions were:

(2) In paragraph 1 alter last phrase to read "..... a just and
comprehensive peacej"

(b) In para 2 delete "respect for" and substitute "implementation of"
or some such words.

(¢) In para 3 replace "in the area" by the word "involved".
4, Mr Chiba further explained the Japanese Government's own thinking:

para 2 was the same as the wording used in the communiqué after
Mr Ohira's visit to Washington in May.

para 3 used the words "All possible avenues to peace .... " to_
mean not only the present Egyptian/Israeli talks. Other fora
might be needed.

/ (e)
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. CONFIDENTIAL

(c) para 4 used the words "their independent policies" to make
clear that the Japanese were not just followers of the
Americans, He pointed out that Japan's aid policy to
Egypt was of many years standing and independent of US plans
for Egypt. He added that paragraph 4 reflected also a
remark by President Carter to Mr Ohira that he would not allow
his re-election campaign to deflect him from his Middle
Eastern objective. The Japanese welcomed this.

5. The French Ambssador said that he did not think his Government

would like the closing (unnumbered) paragraph. Why single out the
President? What about President Sadat and others? Mr Chiba said
that it was because President Carter was at the meeting.

6. Mr Chiba asked for earliest possible comments on the draft
(his direct line at the MFA is 581-2954). He was happy to chair
a2 meeting if necessary.

Mo [

\\-H""—-_..-—

Michael Wilford
27 June 1979
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CONFIDENTIAL

June 27, 1979

(Confidential)

The Chiefs of State and Government of the seven

nations meeting in Tokyo, in conmection with their dis-
cussion, have reaffirmed the following:

Whereas the issue of peace in the Middle East is of
the utmost importance for not only the peoples and states
of the area but also for the entire world including the
Seven:

) B It is absolutely essential that peace in the Middle
East must be a comprehensive peace;

2. This should be brought about in full accordance with
all the principles of the United Nations Security Council
Resolutions 242 and 338, and through the recognition of and
respect for the legitimate rights of the Palestinian people;
e All possible avenues to peace should be explored,
taking into account the aspirations of all the peoples

in the area including the Palestinians;

4, Continuing their independent policies, the seven
Governments will work to achieve the common goal of peace.

The British, Canadian, French, German, Italian and
Japanese Governments deeply appreciate President Cartar'é
contribution to peace in the area and welcome his

determination to work for a comprehensive settlement.
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POKYO SUMMIT i
US ENERGY POLICY AND STATISTICS

Attached are notes on:

(a)  energy statistics for the US and othe
countries on per capita energy de
ratio of energy demand to GDPFj
tables on oil imports and gaso

over recent years;

£3 :.‘-_.‘__'- _'_'. foids ':_. 3 ;.
crude oil decontrol; =

energy conservation in the US;

(e),  the entitlement uhm;
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NITED STATES ENERGY STATISTICS

In Million Barrels Per Day

1975 1976 1577 1979(1st Qtr)

Total Petroleum Imports (1)
Total Crude oil Imports (2)
Demand for Motor Casaoline

Total DNomestic Temand

(Ref'ined Petroleum Products)

(1) Crude oil and refined products but excluding Strategic Petroleum Reserve imports

(2) Excludes Strategic Petroleum Reserve imports which averaged between 100,000 and 200,000 b/d in 1978 and 1979
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ENERGY STATISTICE - SUMMIT COULTRIES

RATIO OF TCTAL
ENERGY REQUIRELTNT

ONS OIL PER CAPITA TC GIP

CAMNADA 8.77 1.03

UKITED STATES .96

GERMANY

NITED KINGDOM

FRANCE

JAPAN

ITALY

cIp2
25 June 1979




CRUDE 01L LDECONTROL

Gen=ral
1. President Carter's initial National Energy Plan lsunched in 1377 wvisualised
some form of Crude 0il Egualisation Tax which would bring the price of dozestiec

crude in the United States to world levels. Ths tax ran into difficulties in

*Tongreas and was not included in the final packsge of the liational Energy Act
announced in October 1978. At the Bonn Summit thes President pledged to bring
the price paid for oil in the US to world levels by the end of 1980.

st Under the Energy Poliey and Conservation Act of 1975, the limitation on

the amount by which oil prices could be increased became discretionary with the
President and, from the end of September 1981, price controls on domestic crude
0il were due to run out. In support of his Bonn pledge &and the comnitment made

in the IEA Governing Board in larch 1979, President Carter included & programme

of phaszed decontrol of oil prices in his April energy package.

— ————

Definition

3. 0il under price control fell into two basic categories: lower tier, or old

QEEL which is defined as oil discovered and in production prior to 1573, and

upper tier, or new oil, which includes all non-exempt oil found thereafter. Certain
categories of oil were exempt from price control including oil from wells

producing less than 10 b/d (stripper), Alaskan North Slope and oil from US owned

reserves (ie Z1k Hills). About two-thirds of domestically produced oil falls

e W
under price contreol.

F

Decontrol Schedule

L - As of 41 June, newly discovered oil would recéive world market price and

€07 of production from marginsl wells may be sold at upper tier price.

= On January 1, 1980, the remaining %E;.nf marginal oil will be released
to upper tiler price.

- Wells employing tertiary recovery techniques may receive world price from
1 June 1979, from 1 January 1980 producers investing in enhanced recovery
prnjuctsjag} release apecifiaaivclumes of lower tier oil at upper tier
prices to finance the investment.

- From 1 January, 1580, uprer tier oil prices would increase in equal monthiy

increments to reach world levels éan 1 October 1981,




per month
= Lower tier oil would be permitted to decline by 135 /Trom 1 June (the rate
 ; = = %
——— e e
experienced in lower tier wells in 1978), and 3 per month from 1 January

& R
1980,

Windfall Profits Tax

D To prevent excessive new revenues from flowing to oil producers, the

Fresident is ascing Congress to ensct a Windfall Profits Tax of 50. which weuld

be applied to producer revenuss from the sale of uncontrolled oil which are

attritutable to any future OPEC price incresses or from the sale of lower and

upper tier oil which are attributable to decontrol. The revenue from the

Windfall Profits Tax would be channeled into an Energy Security Fund desipned
to assist low income groups affected by the remeval of price controls, the
development of mass trensit projects and investment in energy technology such

as 0il shale, wood, solar and synthetic fuels.

cIr2
25 June 1979




General

1a The entitlement programme is intended to spread the benefits of price

controlled US domestic erude oil amongst all US refiners. Some refiners have

access to unusually large amounts of oil &t lower tier prices and would have
a big sdventage over refiners more heavily dependent on upper tier oil or on

imports. Because of the product price control rules, such privileged refiners

would be recuired to price their products at a low level, thereby becoming
—

unduly competitive, Alternatively, if price controls were removed, the privileged
companies could make windfell profits. Thus, refiners who have access to mors
than average amounts of lower priced oil pay a premium to refins it, This
premium is handed over to those refiners who have higher crude oil costs.
practice, refiners with large amounts of lower tier oil buy 'entitlements'
companies with less than averape avounts which permit the former to refine

excess supplies of low cost crude.

2. In February1579 the prices for the various cctegories of oil in ths US
were:

Lower Tier g 5.76

Upper Tier £12.78

Stripper #1L.88

Domestic Average £ 9.69

Imported Average (est) #1525

Composite Refiner Aguisition F13.,2

Cost

Produest Subsidy

3. The entitlement programme is adjusted to take account of special problems
associated withthe domestic market: eg: small refiners, Puertec Pican petrochemical
plants and Californian refiners using low quality crude. It also was adjusted to
take account of the East Coast residusl fuel market and again on 24 lay to

deal with the Caribbeam middle distillate market. The average imports of middle

distillates into the US are bstween 150 and 200 thousand barrels per day.

CIr2
25 June 1979




UNITED STATES CONEER]

General

1. The striking feature of energy conservetion in the US is the range an
diversity of the programmes now in place, Many are highly innovative with
orientation to R4D and commercimlisetion of conservation technologies, Present
IOE government funding for conservation in the FY 15759 budget is over §1 billion.
The effectiveness of Federal efforts is hampered by relatively modest progress
by some states and & lack of public awareness of the seriousness of the energy
situation. Conservetion measures have been included in the Energy Policy and
Conservation Act, 1975 (EPCL), the National Energy Conservation Policy Act, 1978

(IECPA) &nd in President Carter's April energy package.

Pransportation

2. QEE? EE%E-FS total petroleum consumption is used for transaurt and more
than 607 of that ¢onsumed by passenger cars, The EPCA(1975) laid down fuel
ecunéz;-:landards for new car fleets of 27.5 mpg in 1985. This Act was reinforcsd
by provisions in NECPA (1978) which increased the penalty for non compliancs

and provided a graduated Federal tax on cers getting less than a certain mileage
(eg. ¥ 500 on cars getting less than 13 mpg in 1980 which would increase over
time to Z 3,850 on a car getting less than 12,5 mpg in 1586). The transportation
energy conservatiocn programme is aimed at eliminating, as far as possible,

dependence of transportation modes on petroleum based fuels,

Residential /Comnercizl Sector

5 The residential building sector currently accounts for 23 of total energy

used: about 70: of which is for climate cuﬁtrul, 207 on heating water and the

"
remainder on lighting and eppliances. About one quarter of the proposed budget

for 1979 is for programmes in this sector which are aimed at increasing the
energy efficiency of new and existing buildings, use of waste heat and the
improvement of applience efficienct. Programzes are also directed towards
performance standards; utility conservation (whereby utilities ere reguired to
intorm customers of suggested energy conservetion and solar energy measures and
relative costs and savings); weatherisation grents for insulation of lower income
homes; and improvement of energy efficiency in schools &nd hospitals. In his

April 1979 energy package, President Carter proposed mandatory building thernostat




settings on-residential
L - : - = .
than &5 vinte d no low han © 1 summ al Egencles wWere

directed u 3 y consumption by 5. over the previous year.

-

Industry

s Industry accounts for LZ. of the energy utilised in the US. The underlying
— j .
strategy on conservation appears to be to reinforce the response by industry

to the price mechaniszm. The programres are aimed at inereasing productivity

while reducing enerzy waste and at monitoring progress. There are no mendatory

-

conservation stendards for industrial egquipment, but DOE can order test proced-

ures end lavelling requirementa for certain equipazent.

Utilities

Sa Under the April energy package, utilities are called on veluntarily to

switch to natural gaes or to use available coal, nuclear and hydro generated

i TSR L= = o=
electricity to replace that generated by oil fired plants. If voluntery messures

do not work, mandatory orders may be made,

Demand Restraint

6. The US programme to reduce oil imports included measures to increase

domestic production and switiich from oil to other fuels as well as price measures
and other conservation measures, Savings in 1979 are expected to be:
a, Enerpy Prices Controlled price of domestically produced oil phasing

out from June, Saving, 60-50 thousand b/d.

b. Indigenous Production Increased production of oil from Elk Hills and

Alasken North Slope. Incremental increase, 20-170 thoussnd b/d.

Fual Switching Utilities switch to natural gas and non-oil fired cepacity

and relaxation of emission standards. Savings, 350-500 thousand b/d.
d. Demend Peduction Multimedia capaign: Seving 200-250 thousand b/d.

Heduction in Federal Government energy use: Saving 215-410 thousand b/d.
1070

If the.se efforts fail to achieve demand restraint goals (total 1 mbd by end 1575

DOE has the authority to impose sllocstion and retioning.

cIpP2
25 June 1979




ECH AL LEVELOF-ENT

1. The oversll government energy R D & D budget has increased from #2166

g2466 million
in 1977 to £3235 million in 1978 and is projected at 3515 million in 1979.

In 1977 dollarse, the 1978 nLd:ﬂt represented a 23.% increase over the 1977 1
but the 1979 budget represents only & 2.17 increzse over the 1978 level., The
slow down Tesults f{rom avoiding activities which are more appropriately dene
by the private sector (eg. solar heating), svoiding duplicetion (eg. on cezl
gesification) end avoiding controversial technigues (Clinch River FER). Budget
expenditure in major technology arees and at current and 1974 prices is: showm
at figures 41 and 2 attached.

2. Several technology areas have incrsased budgets for 1979 over 1978, in-

cluding:

a., Conservation A 32 increase to #233.3 million which will provide

greeter erhasis on P&D relating to building performance stsrdardas,
co-generation, waste heat utilisation and the develcpzent of advanced
propulsion systems for cars, electric and hybrid vehicles and improve
techniques for storing energy.

Fossil Fuels A 7. increasse to Z508.6 million, which will focus on
enhanced devslopment of domestic fossil energy resources with emphaszis
on techriologies simed at reducing cozal pellution.

C02 Research Increased funding to determine whether increased amounts
of C02 in the atmosphere due to fossil fuels may reach levels which
could cause changes in the world climate.

Yew Energy Sources A 25- increase to #512.7 million, for research into

solar photovoltaics, solar air conditioning, wind and geothermal end
the development of small scale appliances using wood as & substitute
for oil and natural gas.

Mapnetic Pusion A 57 increase to #.L9 in the research into approaches for

megnetic confinement.

3. The nuclear fiiseign BED is being redirected to systems that the US believe
minimise risks of nuclear proliferation. Increased means will be provided to
improve safety margins in current generation reactors end in developing nuclear

waste disposal,




y down production and consumption targets but outlines ths energy strategy

for security supply in th hort long term. In the short term ur

to 1985, the gy is aimed reducifg dependence on imported oil, realistic
pricing policies, the elimination of regulatery delaya i¢ nergy projects,

diversification of import sourcea and building up the strategic petroleum reserve.

Tha medium term, 1985 to 2000, is seen as the period in which a transition must
be made tc new domestic sources of fossil fuel production - particularly oil
shale, 'unconventional' gas (ie. geopressurised, tight sands, Devonian shale),
coal gasification/liquéfzction and enhanced oil recovery. 7The long term, past
2000, when the new medium term sources will be running dowsr, recuires a further

£

transition to reneweble/inexhaustible sources of energyr, inecluding advanced
nuclear technology. R & D will have to be carried out on all phases of the

strategy.

A Posaible Solution

5. When Departmzent officisls met Deputy Secretary C0'Lezry early in June,
explained his '10 cent' solution to the US energy problem. The concept was

for a major synthetic fuel programme financed by a 10 cents & gallon tex on

gasoline which would yield #15 billion per year. In his view, this could yield
m—

5 mbd of domestic o0il and ges production from oil shale and eoel in 10 years.
—

The idea is not being pressed directly by thr Department of Energy but may well

be inspired by them,

Cirz
26 June 1979
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1 Do we wal " or discussicons

Yes clearly; in the immediate and longer term
of supply and demand is to exist exceptl as a
recession some understanding with oil producing
needed. That won't guarantee a secure future

hope there is.

Possibly the UK as consumer and

establish contacts more easily than
only the UShas the potential power to exert lasting influence.

—

|

2 If contacts, with whom?

No real hope of taling with OPEC collectively. Too disparate
in their production, power to absorb resources, and politics.
Need to talk with a collection of producers who together have
enough muscle to control the market e.g Saudi Arabia + Kuwailt

+ ?Iraq.

% What is the basis for contact?

This is very much a matter of political judgement.

First, the Summit can show a general willingness to talk with

0il producers as did the EEC 1in their Strasbourg communigue.

This probably has only a negative value with no element of

persuasiveness and if done in the wrong paternal terms could

only aggravate.

CONFIDENTIAL




Second, OPEC always asks us to cut down on consumption.
The various targets already agreed, e.g at

the IEA are probably as much as we can do in the shorter tern.

If these targets are endorsed or improved cn in Tokyo this
provides some basis for contact. But probably not much when

set against the shortepr ferm._iniergsts of many producers. No

point in setting unrealistic high targets which will deceiv
nobody - only a major emergency will make emergency measures

acceptable.

Can we offer more conditionally? See note attached. Great
advantage to the West in accepting that oil prices in real
terms will rise (we have here talked about at least twice the

E
present real price by 2000) but we need them to rise slowly

 —
and smoothly not fast and irratically. Could consider offer-
ing to OPEC that we agree the real price of oil should be

————

maintained - it only just got back to real 1974 levels this
year. But this not all that attractive to OPEC who will
expect more. May be offer to accept maintenance of real
prices + something more over a period. Always risk that any
such offer would lead to prices higher than would otherwise
be the case. But perhaps the intrinsic risk not all that great

since OPEC could easily tear up any agreement if in a dominant

position.

We should clearly expect as basis for any such offer some

guarantee on supply and of a controlled market, i.e no feeding
—

of the crude spot market.

2
CONFIDENT




= .
LDCs 7

ly damaged and compensating

producers by no means offset:

Could it be interesting to

associate with them in developing LIC energy resour

h

Alternatively, d we risk cutting down and sayin:

doing so,on aid programmes because th

severely reduced our ability to do so

it )

(LA
Sir Jack Rampton
Department of Energy
26 June 1979 .

Seen and approved by my Secretary of State

CONFIDENTIAL
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WEST COULD OFFER OPEC

Tne notes below deal with:

The indexation of oil prices
Cuarantees for OPEC assets
Transfer of technology

Joint aid to developing countries

It will be seen that none of these look particularly promising. A fifth

jitem would of course be military protection. But in so far as this is

practical at all it is something which only the US can provide.

CONFIDENTIAL




A« INDEXATION OF CIL PR

Te When OFEC members argue for the indexation of oil prices they are
essentially complaining that the West has failed to control inflation
adequately (or sometimes that the West has deliberately used inflation

3

in order to erode the real price of oil).

2 The indexation of commedity prices to the price of industrial
goods is of course a well established theme of the North/South dialogue.
Indexation of oil prices (ie a mechanism which would automatically adjust
oil prices to the movement of, say, an indicator of a representative
basket of OPEC imports) is something which oil producers could impose
autonomously through production contrels if they wished 4o do so. So far
they have not, because of the complexities of the mechanism needed and
because of Saudi opposition. We would have no interest in encouraging
the producers to move in this direction because, among other reasons:

(a) oil prices are one element in the cost of manufactured goods.
Indexation would risk creating a ciroular situation in which
it would be difficult to stop oil prices spiralling downwards.
It would act as a price ratchet and make it very difficult
ever to adjust real oil prices.
it would place the onus for controlling oil prices onto the
industrialised countries. We (and not the producers) would
be blamed by the Third World for failing to contril domestic

inflation and thus pushing oil prices up.

3. Thie is not to say, however, that it would not be in the West's

interests to explore the possibility of a more general understanding about

0il price movements, particularly one which aimed at avoiding sudden and
excessive oil price increases. The long term trend of oil prices is
upwards. By the end of the century oil may be more than twice its present
real price. But the path of oil prices over the intervening period is
very uncertain. We believe that a gradual transition is economically

less disruptive than a series of sudden price increases,

B. GUARANTEES FOR OPEC ASSETS
4. Some COPEC members (chiefly Saudi Arabia and the Gulf States) hold
assets in the industrialised countries, and to the extent that the wvalue

of or return from these assets suffer through excessive increases in oil

prices, it might be supposed that this would act as a moderating influence

CONFIDENTIAL i




on OPEC pricing cdecisions. Unfortunately, however, the dazage which oil
price increases do to OPEC assets in the West is very quickly outweighed

by the aéditional revenues which they generate,

By Indexation of OPEC assets was considered by the Conference on

There is no existing mechanism which could be used to guarantee the real
value of OFEC assets, It would be possible to create one, but the
institutions with which OFEC mexbers deposited funde would in turn have
to meke indexing arrangements for its lending activities., The resalt
could be an appreciable extension of index linking in western econonies,
andfbr the index linking of commercial lending to developing countries
(including some OPEC members, such as Algeria and Nigeria, who are

substantial net borrowers in the international financial markets).

C. TRANSFER OF TECHNOLOGY
6. 0il producers need substantial infusions of Western technologzy and

expertise to develop their economies (and in some cases to exploit their
oil and gas resources to best advantage); many of them of course simply
buy the technology they want. Transfer of technology is a well established
theme of the Hurth/South dialogue, 0il producers will certainly want

to introduce it into any discussions with industrialised consumers.
Esgentially their objective will be to obtain arrangements which will allow
then access to technology on teras more favourable (eg in relation to
licensing agreements) than the commercial arrangesents they are already
free to enter into with Western companies, It would be difficult to
confine any concessions in this field to the oil producers; it would

almost certainly be necessary to extend them to developing countries

generally.

D, JOINT AID TO DEVELOPING COUNTRIES
1. A mumber of oil producers give substantial amounts of development

aid (though it is heavily concentrated on Arab or other Muslim countries).
Details are in many cases incomplete and it is difficult to make a direct

comparison with development assistance by Western countries.

CONFIDENTIAL




B. "Trilateral™ developzent assistance (ie a cozbination of OPE(

money and western technology in development projects in LDCs) has a

mmber of attractions, and the possibilities would be worth exploring in

the course of con:;-:erfpruducer contacts.

DEPARTMENT OF ENERGY
26 June 1379
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TOKYO SUMMIT : ENERG

SUPPLEMENTARY BRIEFING ON UK TARGET

OIL SAVINGS IN 1979

The IEA Governing Board agreed on 2 March that member countries
would reduce their demand for oil on the world market by 2 mbd

or about 5% of the pre-crisis estimate of consumption. Th
Energy Council of the EEC shortly afterwards agreed that there
should be a target reduction in EEC oil consumption of 25m tonnes

in 1979. The UK share of this target has been expressed as
4.7m tonneg, The note at Annex gives details of expected oil

—

consumption, production and savings in the UK in 1979.

2 If it is decided that international action to restrain

0il demand and prices in future years is going to be necessary,
consideration needs to be given to the ways in which we should
wish to see any future international oil demand restraint targets
expressed. From a UK standpoint the IEA formula which is
expressed in terms of a reduction in demand on the world market,
je import savings, preserves the possibility of jncreasing

domestic ojl production as an alternative to reducing oil

consumptign. This possibility may not in practice be available

to us because the EEC have already chosen the course of reductions

in consumption, and, indeed, it might be that with the likelihood
of the real cost of oil increasing as world resources become more
scarce, it would in any case be right to pursue a policy of

strigent economies in oil consumption and to conserve indigenous

- - N — ——— e
oil supplies. But our objective should be to preserve as much

freedom as possible to choose whichever policy seems most
advantageous to us at the time. It is accordingly recommended that
we should press for demand restraint objectives to be expressed as
import targets whether for geographical sectors or individual
countries.

Department of Energy
26 June 1979




TOKYO SUMMIT
OIL CONSUMPTION, PRODUCTION AND SAVINGS IN THE UK IN
ed 1979 oil consumpt 1

to the IEA/EE isions on demand res
fourth quarter sumption.

1979:~- 97.0m tonnes, or 1.9 mbd

This estimate was made in February 1979, and
takes into account the effects of below-average
temperatures during the first part ol the

. quarter.
1972 fourth quarter consumption:- 5 5m tonnes, or 0.51

(1979 first quarter consumption was 3cua3117 26,7 tonnes,
or 0.53 mbd)

2 UK's originally estimated dcmestic production of oil in
1979 and in the faurth quarter of 1979.

1979:-  7ém tonneu, or 1.5 mbd
1979 fourth quarter:- 21m tonnes, or 0.425 mbd

5 UK's presently ertlmated cil import savings (conservation
plus added domestic oil production) as compared “with no. 4 above,
in compliance with the IEA/EEC decisions, in 1979 and fourth
quarter 1979

First guarter: O.3m tonnes, 6,000 bd
Second quarter: <1.1m tonnes, or 22,000 bd
Third quarter: 1.Sm tonnes, ,#,Guo bd
Fourth quarter: <1.7m tonnes, 24,000 bd

5.0m tonnes total estimated savings

the second quarter figure includes O.4m tonnes, and
the fourth quarter figure 0.7m tonnes, estimated
savings from the public sector and the general public
appeals for o0il savings. These increments can be
utilised or not, 2ccording to whether the balance

of advantage lies between demonstrating that the UK
can reach the required savings of 4.7m tornes on the
EEC basis, or will be able to reach it only with
difficulty. The estimates are necessarily speculative.
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ANNEX (Cont'd)

Breakdown of Estimated Savings

Quarter of 1979

Reduction in power
etation o0il burn

Effect of higher prices
Effect of lower growth
Effect of Government
economy drives in the

public sector, and to
the general public - - 0.4 0.70 1.10

0.3 1.1 1.9' 1.7 5.00

4 Presently estimated net oil imports in 1979 and the fourth
quarter of 1979:- 16m tonnes, or 0.32 mbd

1979 fourth querter:- 3.5m tonnes, or 70,000 bd
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H iyt
Us CCAL

3 = The US h identified reservec of some 1,000b tonnes
of hard coal (equivalent to over 1000 years production at
current levels (The comparable UK figures are 45b tonnes
and 300 years).

Cutput in

3

1§ﬁ§ ' Cutput was 627m I in 1977 and the US Depar::en: of

(595m) was : : :

badly estimate that this will rise to 937m tonnes by 19 and 1&13%m

%;fzﬁgﬁd tonnes by 1995 (somewhat higher than IEA progectlonsj.

o

ad = r"_l

unions strike.
. 2 At present the major part of production is in the East.

This will nearly double by 1995 but Western coal production
(largely sub-bituminous with a 30% lower calorific value than
bituminous coal) will rise much more rapidly. (See Annex 1 -
produced by the US Department of Energy).

He In Eastern states half the output is opencast and half
underground. In the West opencast predominates. In total about
two-thirds is opencast and this will increase.

4. Although there have been arguments put forward suggesting
constraints on production the general American and IEA view seems
to be that US coal production is at present demand constrained.
The possible problems of production are:-

(i) environmental legislation on land restoration
(opencast); this is thought to add about
50c/tonne to production costs but does not
restrict output;

leasing of Federal lands; there has been a slow
down in the granting of new leases but it appears
that sufficient land has been leased to allow

all necessary expansion of production for scme
years to come;

lack of transport; as Western reserves are opened
up long distance transport will become more
important. Pipeline projects with, Ltotal carrying

capacity of about 100m tonnesfy&ar aré'ih various

stages of planning or study. Theae should offer




i

(See Annex 2).
Difficulties wi at - ies are a key
element here recent stud he ECE
suggests that i : | b iith little
addition to the coal

By The US coal industry is egfirels &' some 6,000

mines. There appears to be no lack of willing ianvestors.
erseas investment is commonplace (German, French, Japanese

and UK) with the major oil companies all participating notably

BP who, through their Sohio interest, control the largest single
mining organisation. Equipment 1is not a problem. Opencast
machinery and current underground (bord and pillar) equipment
is US made.Longwall equipment (in increasing use) is provided
largely by Germany (about two-thirds), the UK (about a quarter)
and France.

6. Thr real conflict in the US is in consumption by power
stations. Increased consumption is held back by tight controls
on emissions (mandatory scrubbing). These are causing problems
not only with new developments but also with existing stations
which are unable to meet conversion deadlines.

coal, which has a high sulphur content becomes available the
problem will be exacerbated. Nevertheless the US Department of
Energy envisage a real increase in consumption by electricity
utilities (see Annex 3).
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US EXPLOITATION OF COAL

HTO S5

L

As far as commercial development of gasification is concer
we estimate the cost of substitute natural gas in the USA wit
present technology to be about 20-%0 pence per therm / g4.30

27.00 per million Btu /. This cost is very significantly higher

than the cost of natural gas.

US bhesitation in building full-scale proven plant has in part been
constrained by environmental and institutional factors. But perhaps
the most important factor is the realisation that the so calied
"high cost" reserves of natural gas are still cheaper than SH is

at the present stage of development.




U.S. Coal Production and Consumption, 1962-1995

(Millions Metric Tons

Historical Projected
1967 1972 1971 1990

Coal Production

Eastern Bituminous
HWestern Bituminous

l6
Western Subbituminous

Western Lignite

Total

Coal Consumption

Metallurgical Coal. 67
Electric Generation 173
Industrial 85
ResidentialsCommercial 25
Syntheticé 0
Domestic Consumption 352
Exports 34

Met Changes In Stocks -4
Total 383
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Existing Pipelines

Planned Pipelinestssssingsnsaasssa

Proposed Pipl‘:‘”ﬂ'eﬁr X YIRS

Pipeline Corridors Studied sameeo

Pipeline Sysfem Length Annual Cepacity
1. Black Mesa Pipeline 273 miles & 800,000 tons
2. Alton Pipeling 183 miles 11,600 000 1ons

3. Gull Interstate- 1,100 miles 10,000,000 1ons
Northwes! Pipehng

4, San Marco Pipehineg 900 miles 15,000.000 tons
5, Wytex Pipeling 1.260 miles 22000000 1ons
6. ETSI Pipehine 1,378 miles 25 000 000 10ns
T. Onig Pipehing 1G3-m|!sr:. 1.300.000 tons

B. Flonda Pipehine 1.500 miles 15-45 000 D00 1ons




to 22 June 1973)
{ the provisional agenda

U.S. Electricity Demand Patterns and Utilities
Fuel Consumption

(Quadrillion Btu Per Year)

Historical Projected
1977 1990

Assumptions

Demand

Residential
Quantity
Share (%)

. Commercial
Quantity
Share(%)

Industrial
Quantity
Share (%)

Transportation
Quantity
Share (%)

Total Electricity

Share of Final
Consumption (%)

Electric Utilities
Fuel Consumption

. Distillate Fuel

0il 0.45
Residual Fuel

0il 3.58
Coal 10.27
Natural Gas 3.29
Nuclear Fuel 2.63
Hydro Power 2.29
Geothermal /other na
(Conversion and

Transmission

and Distribution

Losses) 15.86




(A) 0il from Coal

Gas from Coal

Fluidised Bed Combustion




FLUIDISED EE] PBUST ION

1 The aspect of this technoloeogy that gal nternationa

interest is that, in certain circumsta
advantages over established coal technology
for electricity production. It is a very
burning inferior fuels of high and/or variable
offers a potentially attractive means of burning sulphur-bearing
fuels without the emission of sulphur dioxide to the atmosphere
and with less pollution from nitrogen oxides; and opens up
one way of burning coal with higher overall efficiency if
combustion is carried out under pressure.

he two latter advantages are of especial interest to the
USA because of their environmental legislation on pollution
from power stations and the future seen there for a massive
expansion in the amount of coal burning
their cheap mid-west coal. There is also some interest in
West Germany, and the basic research and development work
springs from the UK. Those three countries are co-operating
in the building at Grimethorpe in the UK of an experimental
pressurised fluidised bed facility under the auspices of the
IEA, due for commissioning next year. National R & D facilities

also exist, on the small scale, in several countries.

2  The potential for exploitation to the UK is at present
uncertain. The established technology used by CEGE for burning

coal satisfies the UK environmental legislation although it ha

lead to guestions of trans-border transport of pollution. And

/the nature




the nature and quality of UK coals does not, as

a departure from established technology.

i surised i i combustion 185

coal-burning technology under developnment for

the problems of thermal efficiency and gasea

Both the USA and West Germany are also developing alternat
based on coal gasification and recent aluations, though
necessarily imprecise, have tended to favour the gasification
route. A similar comparison is being made for the UK by the
CEGB and NCB and it seems unlikely, at present, that under
our conditions either will show a sufficient advantage to
warrant the very expensive development effort that would be

entailed.

5 Qutside the power generation field, fluidised bed
combustion is under active development in the UK and USA for

industrial heating. The incentive is the potential it has

to improve the economics of coal relative to fuel oil for

process heat and steam. This application is of major import-
ance in both countries, and is being developed in both public
and private sectors. The technology is not yet sufficiently
advanced to warrant a big injection of public money, but may
reach that state within a couple of years to promote a more

rapid market penetration than would otherwise take place.

Department of Energy
26 June 1979
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IL FROM CCLL

By the process of coal hydrogenation, coal can be convert
into a substitute for crude o0il (syncrude) which can be refined by
0il industry technology into a range of liquid transport I

chemicel feedstocks.

2. The process is not yet commercially developed. Several
variants are being developed in a2 number of major countries,

e

the U.S.A., West Germany and the U.K. Japan nas

#

stake in U.S.A. technology.

e The U.S.A. is furthest ahead with R & D.

combination of large reserves of low-cost coal, shortage of

0il, and environmental legislation acting heavily against the use of
raw coal for power generation, a massive R & D programme was launche
several years ago. One 30 ton/day pilot plant is in operation,

two 200 ton/dasy pilot plants are under construction, and three

10,000 ton/day commercial scale plants are being plenned. The U.S.
Department of Energy budget for research, development and demonstration
for the technology is currently running at about #4120 millions.

The estimated cost of syncrude production in the U.S.A. is about

g25 - 32 per barrel and the capital investment required for one

size commercial plant (to yield 25 million barrels a year) would !
about $2000 million. Given the unattractive economices relative
the price of conventional crude the speed of exploitation is likely
to depend critically upon the attitude of the U.S.A. Government

towards the provision of public sector financial support.




4, The i nt ] short-term exploit
mich weaker. With our more expensive coal,
about 235 - Z45 per barrel at current U.K.

need for a crash R & D programme has not

U.K. technology is that 2 small (25 to

being designed to prove two NCE processes.

£3%0 million to build and operate and could be operatiocnal by

The need for substantial investment in larger demonstration plants

will not arise much before that when we will be technologicsa
ready to consider scaling up to one or two plents costing about

£100 million each.

S The Federal Republic of Germany is in a

as the U.XK. A small test coal ligquefaction 1

at a cost of about £5F millions
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UK ENERGY CONSERVATION PROGRAMME

The UK's energy conservation programme is designed to save 11 million tonnes of oil
equivalent (mtoe) a year after 10 years. 5o far some EHEOm-ﬁ;s been allocated for
the first four years (to 1982) of the programme. Annex I gives a breakdown of the
spending. Annex II lists current measures.

The programme aims to:

bring both public and private sector houses up to a basic level of
insulation;

improve the efficiency with which energy is used in the public sector
for its own sake and as an example to private consumers;

promote energy saving investment in industry, commerce and agriculture;

demonstrate the value of new or adapted technology to industry, commerce
and agriculture;

reduce the rate of growth in demand for oil in transport; and
develop a national awareness of the need for energy conservation.

Current estimates suggest that the UK is saving up to 6%, equivalent to 12-13 mtoe.
If this is maintained and the full value is secured from the current 10 year
programme the UK could in the late 1980s be saving 23-2h4 mtoe which would otherwise
have been used. This is well over a third of the 60 mtoe saving in the year 2000
which current demand projections attribute to energy conservation.

INTERNATIONAL COMPARISON

The UK programme has a good reputation abroad. The International Energy Agency's
1978 review of member-States' energy conservation policies and programmes puts us in
second rank behind Sweden, Denmark and Holland.

The UK is bracketed with Canada, Germany, Italy, Japan, Norway, New Zealand and the
USA as having implemented programmes which represent an important step in the right
direction but still need reinforcement to exhaust Lhe considerable energy saving
potential. (It is probably fair to say, however, that the UK programme is one of
the strongest and most comprehensive in this group).

The IEA report says that our programme, like that of Germany, has made good progress
in the residential and commercial sectors tu* vrogrammes in other sectors, notably
transport, need strengthening.

Efforts ccald be reinforced in Canada and the USA mainly twsco=h »riciar volicies

and in Japan through vigorous incentive schemes and, if re<®ssary, nandatory measures,

Programmes in Austria, Belgium, Greece, Irela=. iuxembourg and Spain are considered
to be inadeguate.

Notes on the programmes of the 17 Germany, Japan and France (which is not a membe
of the IEA) are at Annex 77"
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1977 MEASURES (FIGURZS OVER FOUR YEARS)

| Property Services Arency - an additional £20m (£5m a year) to extend its
existin: programme in the Civil and Defence estates. This will facilitate
continued progress towzrds a target saving of 35% of the fuel used at the start
of the programme in 1972. o

2 National Health Service - an additional £35m (£5m + 3 x £10m) towards a
long lerm progreasse Tor installing thermal insulation and heating controls in NHS
buildings.

%] Yduecation - en additional £70m (£10m + 3 x £20m of lozn sanction) as part of
a sinilar long term programme for 1n5ta1]1ng thermal insulation and heating
contreols in educational bhuildings;

i Local Government non-domestic h'ul'lhnr*r - up to £28m (£7m a year, £5m of which
is loan sanciion), subject to ccnsultutions with local authorities, for the staf
to secure efficient energy manapement and for the installation of heating cantrols.

5 Public Sector dwellings - spending to bring public sector dwellings up to a
basic minimum standard of insulation to be eligible for central government Lcusing
subsidies: a total of £114m of loan sanction (£28.5m a year) plus £8m (£2m a yea
for improving the insulation of Ministry of Defence dwellings.

r
1"

Ll
6 Non-domestic buildinrs renerally - £2m (£0.5m a year) for the establishment

of a new UauernqenL advisory and training service Lo promote efficient emergy
management in non-domestic buildings.

7 Infermation and Advisory Services to Industry - £19m (£4m + 3 x £5m) to
expant infurmalion and advisory services Lo industiry.

8 Demonstration Projects - an additionzl £20m (£2, 4, 6 & £8m on top of an
earlicr allocation of &1.5m) to demonstrate the neneflts of new technology or
novel applications of existing techniques.

G Motorists! Education - £2m (£0.5m a year) for an information and publiecity
cMPEiif_‘L"' aimed at per:'r_‘.'_::ujin: motorisis Lo see thal their ecars nre well maintsl:oed
and to drive in more economical ways.

1978 MEALSURES

1 Fnerpy Conservation Scheme - £2%m operated by the Depoartment of Induaur under

SB of the Lnduviry Act to provide selective investment incentives to eliminate the
commores apd apriculture: *he scheme provides grants nf

up to E o for thp ron’urcwen* of inefficient boilers; installaticn of insulation;

and installing or improving combined heat and power dchcmns. The scheme has brought

a strong demand for grants.

e Homes Insulation Scheme - £97.5 (£22.5 + 3 x £25m) over four years; rua by the
Departuent of the Environment under the Homes Insulation Act and provides for
insuletion crants of 6€% (up %o a maximum of £50) to private housecholders who have
no loft insulation at present. The scheme is very popular.




PUBLICITY

3 "Save It" camrairn - So far some £10m has been spent on this public
information/education and motivation cam paign since its launch in January 1975.

A sum
of £2.5m is provisionally earmarked for the current f{inancial year including
£0.5m specifically set aside for a campaign directed at motorists.




UK ENERGY CON

SERVATION MEASURES

PROMOTION AND PUBLICITY

SAVE-IT Campaign

Co—ordination of Energy Sa.w.ng
publicity

‘JHTHY COMMERCE AND AGRICULTURE
Hational Energy Management
Conference

Pilot Scheme of Encrgy Managers'!
Courses

Formation of Energy Managers Groups

Energy Conservation Scheme

Energy Survey Scheme

Energy Quick Advice Service (EQAS)

Degree Days

Demonstration Projects

!

Funds of £1.93m a year at 1977 prices allocated
to 1980; the campaign uses all media to communi-
cate the need for, and most cost-effective methods
of achieving energy conservation in all sectors.

The nationalised fuel industries and oil companies
co-operate with the Department of Energy in
promoting the need for and ways of saving energy
through advertising and advice to consumers.

These measures are designed to aid directly the
voluntary development of effective energy
management in industry and commerce.

£25m has been made available over 2 years for
this Department of Industry Selective Grant
Scheme, It is designed to give an incentive to
industry and commerce to save energy by replacing
or improving inefficient boiler plant, by
insulating premises, and installing or improving
combined heat and power schemes,

A subsidy of up to £75 is provided for a one-day
survey by an accredited consultant of industrial,
commercial or public sector premises. A 508
subsidy can be obtained, upon Department of
Energy approval, for a longer, more detailed

and comprehensive energy audit.

A free service on a national basis is provided
by consultants under contract to the Department
of Energy to 3ll non-domestic energy users.
Telephoned queries are enswered immediately or
by letter,

The Departiment of mergﬁ publishes degree day
figures to aid energy management in buildings
in its monthly newspaper - "Energy Management".

£21.5m over four years has been made available
for projects to demonsirate *the pnte'ﬂia.l for
energy saving of new or adapted technology.
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Energy Audits ' Detailed investigations of energy use in

selected energy intensive industries have becen
carriéd out normally by the appropriate research
associations. Reports, identifying the areas
where significant energy saving is possible, are
being published by the Departments of Industry
and Energy.

Industrial Energy Thrift Scheme One day free visits have been made to over
2,200 selected factoly sites to advise on
possible improvements, to gather information on
existing patterns of energy use, and to identify
areas Tor further R and D, The programme will
continue until 1981, Results are being published.

.mting Limit A statutory Instrument under the Fuel and
Electricity Control Act 1973 (now subsumed into
the Energy Act 1976) sets a maximum statutory
limit of 20°C for the heating of all non-domestic
buildings.

Advertising Lighting A voluntary code of advertising lighting for
comzerce came into effect on 1 December 1276,

Tax allowance for insulation Where existing industrial buildings are being
: insulated a 100% first year 'tax allgwance may
. be dlaimed.

Building Regulations Amendrients introducing improved standards of
energy efficiency for new non-domestic buildings
and requiring the provision ¢f appropriate
controls whéen heating plant is installed in new
and existing buildings are taking place came

‘Q into force from 1 June 1979,
MESTIC

Insulation of public sector houses A ten year programme for the basic insulation of
public sector housing was announced in December
1977. Loan sanction for over £100 million is
available to .local authorities over the next
four years,

Grants for insulation of private Under the Homes Insulation Act, 1978, private

sector housing householders may claim grants of 66%, up to a
£50 maximum, for the installation of basic
insulation.

British Standards A British Standard for cylinder jackets

' incorporating test-methods has been agreed;
British Standards for loft and cavity wall
insulation are being drafted. The Department of
Energy is more generally promoting the introduc-
tion of standards, relevant to energy conserva-
tion, where they do not exist, and the raising
of existing standards,




Buildings Regulations

TRANSPORT

Fuel Consumption Testing/Labelling

sducation Programme

Car Pooling

Speed Limits

PUBLIC SZ0TOR (other than domestic)

Civil and Defence estate

9

Wational Health Service Buildings

Education buildinms

Local authority buildings

-
1
i

i
1

3 -

In January 1975, insulation requirements for new
dwellings were roughly doubled.

Under powers taken in the Energy Act.any new
petrol driven car displayed for sale must carry
a label giving the relevant fuel consumption
test results for that model., Dealers must have
available the official fuel consumption list
for all cars,

£}k million per annum has been allocated over the

next four years for an information and publicity

campaign aimed at encouraging economical motoring
and better vehicle maintenance,

An obstacle to car-pooling - the illegality of
offering regular lifts for payment - has been
removed by the Transport Act 1978.

In 1974 speed limits on single carriageway roads
were reduced to 50 mph, and on dual carriageways
(other than motorways) to 60 mph.

In 1977 these limits were relaxed to 60 mph on
single carriageway roads and 70 mph on dual
carriagcWays.

The PSA is extendinz its existing programme to
save energy, primarily through good management
and the use of optimum start heating controls,
at a cost of £5 million a year for the next
four years.

As part of a long term programme for installing
insulation and heating conirols, an additional
£35 million will be invested in IS buildings
over the next Tour years.

A similar programme to that of the NHS will
cost £70 million over the next four years.

Additionzl funds of up to £7 million per anmum
have been allocated for the necessary staff to
secure cfficient energy managzement and for the
installation of heating contwrols in local
authority non-demestic buildings other than
schools, :
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UNITED STATES

US policy is based on the National Energy Act 1978. Its measures include grants,
loans, tax incentives, regulation penalties, and technical assistance in the
residential, commercial, transport, industrial and public sectors. The Federal
Government has allocated 792m dollars for fiscal 1979 and 400 staff to programmes

to be developed through the Department of Energy. The Act also provides for grants
totalling 900m dollars toc States over the next three years to improve energy efficienc
in schools and hospitals. Over 90m dollars were provided in 1978 for State technical
programmes including energy auditing, energy performance standards and information
campaigns.

Sectoral Programmes

Demestic and Commercial

Some 300m dollars have been allocated for fiscal 1979 for raising the energy
efficiency of new and existing buildings and appliances; waste heat recovery; and
energy recovery from municipal wastes. In additicn 20Cm dollars have been allccated
for 1979 and 1980 for an extension of weatherisation grants. The Energy Act provides
for tax credits for residential insulation and energy conservation measures and for
the installation of solar power systems.

Industry

Here the strategy is to reinrorce the price mechanism by voluntary energy efficiency
improvement terzets. The Act authorises the Department of Energy to order test and
labelling requirements for equipment. Proposed measures include energy reporting by
all major consuming companies in each of the 10 most energy intensive industries;

and tax credits for investment in energy saving equipment and for conversion from cil
or gas to coal.

Transport

Fuel consumption labelling is compulsory and from next year taxes will be levied on
car manufacturers who fail to meet mandatory fleet mileage targets.

Utilities

Under the 1978 Act it is proposed that the fuel and power utilities should be
required to offer advice involving visits to individual homes on cost effective
energy conservation measures and to make financial and other arrangements for those
measures to be implemented.

GERMANY

The German approach to conservation is distinguished by its substantial reliance cn
market forces in the industrial and transport sectors and large Government expenditur
in the domestic sector.

In the industrial sector, the price mechanism is supplemented by a tax on light fuel
0il (recently increased), and a 72% grant on energy saving investment which is




estimated to have stimulated a total investment of over DM & billion (£1 bn) since
1975. Financial support is given for energy saving demonstration projects {about
£120m 1977-80), and there is also an advisory service to small and medium sized
businesses. The Government is apparently reluctant to impose standards or legal
requirements.

In the domestic sector, a programme of grants and tax concessions was launched in
1978 which is expected to cost DM 4.35 billion (£1.1 bn) over five years. The
initial uptake on this programme has been good. The measures have been combined with
an informaticn campaign costing DM 18 m (£4.6m).

Progress in the transport sector has been slow, but the Government has just announced
examination of a series of measures, including revised taxes for cars and commercial
vehicles and the incorporation of gasoline-saving techniques in the driving test.

The Government is also to consider the scope for further econcmies in Government
buildings, new standards for existing buildings, and the role of conservation in
training end further education.

A sum of DM 680m (£174m) has been earmarked for increasing the use of waste heat from
power stations, and DM 39m (£100m) for research, development and innovation in
energy saving technologies for the 1977-80 periocd.

JAPAN

So far Japan has relied largely on market forces. A Bill before the Diet would
enable the Government to set efficiency standards and introduce other measures.
Targetting, deprecistion allowances, advantageous loans and information campaigns
have been deployed. The main effort has been directed at industry.

An Energy Conservation Centre has been established to provide fairly small scale
consultative support for small to medium sized firms including factory energy audits.
In 1978 an R & D programme was allocated and equivalent of £4.5m; financial support
for energy saving investment was almost doubled to £30m; and a loan fund available
through the Small Business Finance Corporation was expanded to £9m.

Residential

loans were made available in 1978 through the Housing Loan Corporation for
improvements in the thermal efficiency of existing homes; building regulations and
mandatory standards for air conditioning are under consideration.

Transport

A progressive tax on cars according to engine size and weight; speed limits.
FRANCE

The French conservation programme relies heavily on legislation. The Government can
control consumption, advertising, the technical standards, as well as take fiscal
measures to encourage energy-saving investment.

A subsidy is granted to a firm based on the oil it saves, and loans of up to 70% can
be granted for capital equipment. Strengthened building regulations are in place,
and the Government is working jointly with the professional bodies to achieve energy
savings in existing buildings. Publicity campaigns are also strongly featured.




In 1977 the French estimated they had saved 14 - 14.5 mtoe, and plan to increase
this figure to 45 mtoe in 1985. This is estimated to require the stimulation of
total investment of around £660m a year; to achieve this it seems likely that an
increase in the Government's conservation budget (FF 220m, or £25m, in 1977) will

be needed.
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BNOG: RENEGOTIATION OF OVERSEAS CONTRACTS ; 55”
O WA fO&AU-J ot

lo US mpass.
Line to Take ?“un : U W

8

ENOC has been exporting a substantially larger proportion of its North Sea

than some other North Sea operators and it is therefore not surprising that the
Corporation is now taking steps to adjust the balance of its disposals. I under-
stand that the negotiations now in hand between BNOC and its customers are intended
to achieve this. Any arrangements concluded will be voluntary and include
offsetting benefits for customers. For example in return for their customers'
agreement to use a larger proportion of their contracted oil in the UK, the
Corporation is ready to discuss possibilities such as the extension of the period
of a contract beyond its current term. Such an arrangement would mean that the
guantity to be supplied would not be reduced, but deliveries would be phased over

a longer period.

Background

Te The Prime Minister will be aware of the conclusions of the Interdepartmental
Group's Report of Fuel Supplies (MISC 9) submitted on 15 June, and on the
limitations on our freeedom of action on the diversion of North Sea oil to the

UK which are imposed by our international obligations.

2. In response to a request from the Secretary of State for Energy for
additional help with UK oil supplies, BNOC has asked a selection of its overseas
customers to volunteer either to return a proportion of their contract volumes to
BNOC or to direct oil to the UK during the second half of this year in return for
a quid pro quo such as a continuation of their contracts beyond their current
break dates at the end of this year, the effect being mainly to rephase rather

than cut the total quantity delivered.




%. Negotiations have not yet been concluded but the quantities involved are as
follows:

a) The International majors among BNOC's customers (Esso, Shell, Mobil,
Gulf, Chevron, Texacoc but not EP who is already providing adequate supplies
to the UK) may provide the UK with up to about 60,000 b/d of extra oil
in the form of products delivered into market during the second half of
this year (about 1.5 mt). The shortfall to these companies outside the
UK is likely to be spread throughout their world wide operations.

BNOC has had discussions with four of its other US customers with a view
to releasing a further quantity of up to 40,000 b/d (about 1 mt in the
second half of this year).

BNOC has not approached its Japanese and Singapore customers, nor the two

German customers who only have refineries in Germany.

k. The quantity of oil which might be made available to the UK in this way is

up to 100,000 b/d (2% mt in the second half of this year) compared with UK

demand of about 2 m b/d and BNOC overall sales of 500,000 b/d.
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TO IMMEDIATE FCO

TELEGRAM NUMBER 326 OF 26 JUNE, 1979

TOKYD SUMMIT

1. MR KOSAKA, THE DIRECTCOR-GEMERAL OF THE ECONOMIC PLANNING
AZENCY (WHICH 1S IF COURSE A CABINET POST) HAS PROPOSED A MEETING
WITH THE CHANCELLOR OF THE EXCHEQUER ON THE EVENING OF WEDNESDAY
27 JUNE |F THF CHANCELLOR 1S FREE, FOR AN *? INFORMAL CHAT'®,

24 WE HAVE SAID THAT WE SHALL NOT BE ABLE TO GIVE ANY ANSWER
UNTIL THE DELEGATION ARRIVES TOMORRCYW AFTERNOON. IF HOWEVER THE
CHANCELLOR WISHED TO ACCEPT THIS SUGGESTION, ONE WAY OF ARRANGING
A MEETING MIGHT 2E FOR MR KOSAXA TO COME TO THE RESIDENCE SAY

AT 9 PM, IF THE CHANCELLOR PLANS TO GOME TO THE INFORMAL SUPPER
WHICH | HAVE PROPOSED (MY TELNO 327), AND FOR THEM TO MEET BRIEFLY
1M A SEPARATE ROOM.

3. MR KOSAKA APPARENTLY MET SIR GEOFFREY HOWE AT A RECE
MEETING AND WISHES TO RENEW THE ACQUAINTANCE.
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TO IMMEDIATE FCO -
TELEGRAM NUMBER 322 OF 26 JUNE, 1979

FOR PS, PS 18 DOWNING STREET AND CONFERENCE SECTION:
MY TELNC 315 OF 25 JUNE: SUMMIT

PLEASE AMEND LINE & OF T.U.R. TO READ CUOTE (JAPANESE SAY ONLY
LOW CLOUD NOTT (REPEAT NOT) WIND 'WOULD CANCEL HELICOPTERS).
UNQUOTE,

ERRROR REGRETTED. -
vieFo D
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e MOSCOW 2615842 JUh 79
D1 ATE TOKYO
GRAM NUMBER 1 OF 26 JUNE AND TO IMMEDIATE
INFO PRIORITY BONK, PARIS, WASHINGTON, UKDEL NATO

VIENNA ROUTINE U“MIS NEW YOR¥ AND PE”ING.
TOR P3IME MIMISTER'S PARTY.

TOV YO SUMMITs CHANCELLOR SCHMIDT?S STOP=0VER [N MOSCOW,
SCH!tIDT STOPPED OVER IM MOSCOW SOR THREE AND HALF HOURS ON
o6 JUNE, AND HAD TALKS WITH KOSYGIN AND GROMYKO, OM WHICH

= 1
cd i,

~EOR0ING TO GERMAN EVMBAS3Y) HE TOLD rOSYGIN THAT HE wOULD
TULYD PARTICIPANTS,

OF THE TALKS wAS TAYEN UP WITH AN ACCOUNT 3Y

-“\FLY Jj'\ill

VIENNA SUMMIT, WHICH FOLLOWED CLOZELY ON
(v¥ TELNOS 291-323

THE

- =
COUEERENCE THAT

REPEATED 10 TOKYO
ARISING THEREFROM . FOLLOZING ARE

WITH QUESTIGNS

IT CLEAR THAT ??FACTORS THAT DETERMINE THE

SITUATION?? 1N THE SALT (11 GUIDELIMES INCLUDED
=PLY TC A QUESTION FROM SCHMIDT, HE SAMD THAT THEY
{#CLUDE THE $5200 AND ZACKFIRE, 2ECAUSE THESE WERE NCT

N5 AS DIFIRED BY SALT |.

A?T'“Iﬂ*TI““ IN SALT 111,
YKO CLAIMED THAT IT HAD BEEN AGREED
3 WITH STRATEGIC CAPABILITY SHOULD Bf IMCLUDED
STION, HE SAID THAT THIS

YIENHA THA

NEGOTIATIONS, IN REPLY TO A UE
CRATERION AT ONCE AGIN STRATEGIC WEAPONS

AT
_|

(111) EUROPEAN STRATESIC BRALZ

vOSYGIN SAID THAT THE |HTROLY
IYSTEMS IM WESTERN EURTPE WOULD UPSET THE
»IBE CONTRARY TO THE ACREZS OBJECTIVES OF SALT 11’'. SCHMIDT
AGREED

REPLIED THAT THE PRINCIPLE OF EQUALITY
‘D% SALT |11 SHOULD APPLY ALSO TO THE EURZPEAN HALANCE AND 70 /MBpR,

SQAMGE

SYRATEGIC HALAKCE

CONFIDENTIAL




SORFIDENTTAT,

FIFR. RESISTIMG KOSYGIN®S ATTEMPTS TO CHANGE THE SUBJECT,
EVPHASISED THAT THE S$327 AND BACKFIRE SHOULD BE TAKEN INTC

AND THAT SALT 11! SHOULD AGREE TO BALANCED LIMITATIONS OR

SUCH * ' CUROSTRATEGIC? PWEOPONS ON 3OTH SIDES, IF NOT, THE

25T WOULD NEED TO UMILATERALLY INTRODUCE ITS OuN EUROSTRATEGIC
EAPOMS IN ORDER TO ﬁaarnﬁa THE DALANCE. (PRESSED TO CLARIFY,
At DARALLEL SRIEFING MEETINGS TODAY, GERMAN AMBASSADOR AND
MINISTER BOTH SAID THAT ECHHtﬂT HAD NOT (REPEAT HOT) IMPLIED
THaf THNF MODERNISATION WOULD ZE POSTPONED UNTIL THE RESULTS

= vue SALT 111 NEGOTIATIONS ON THiS SUBJECT WERE KNOW)

(iv) MBFR.

UM IDT SAID THAT THE WESTZR'Y DATA FlGUs M GHT WELL HAVE TO

£ E¥BLAINED IM MORE DETAIL, BUT RHE EV“-.ﬂiEEQ THAT PARL|AMENTARY
wTIEICAT IR OF AN MBFR AGREZMENT woULD NOT (REPEAT NOT) BE
anc Sl ALE %I THOUT AGREEMENT OM DATa, HAVI®G 3A1D THAT

CoN -1 DERATION w:ru+ sE GIVEN TO PARTICIPATION OF FOREIGY MINISTER

AT THE CSCE FCLLC P CONFERENCE MADR1D, HE ALDED THAT TH1S

T
MIGHT ALSe BE U::'UL FROM TIME TO TIME AT THE MEFw TAL¥ S,

SCHMIDT ALSO RAISED THE TUESTIONS OF VIETHAMESE REFUGESE
A PRODUCER/CONSUMER DIALOGUE ON OIL. ON THE FCRIER, ROSYGIN
'AS| VELY Tﬁ SCHM DTS PCOINT THAT THE ASEAMN COUNTRIES
10 DEAL WITY THE PROTLENM ALOME., ON THE
YHAT THE IDEA WAS NEM TO HiM, WAS NON-
ErJfFT “l?TE:I ATION, BUT EVPHASISED
STDERED N ISOLAT!ON. THERE
OF Cﬁ: GASIFICATION TECHMIQUES

=k =
[COPIES SENT TO NC 10 DOWHING STREET )

DISTHRIBUTION ADDITIONAL DISTRIBUTION
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Bilateral with Preside nt Carter

This was not discussed at your priefing meeting yestercay.
Perhaps therefcre 1 could cffer a suggestion about handliling,
Bince clearly there is a 11 mit %o what can be cover®d in a
working .reakfast.
2e He will of ecourse want to hear how you see the United
Kingdom domestlic sihuation. Apart irom this I suggest that
you could usefully group the d.seuksion under 3 heqds:

(4) The Summit itself

Your bilateral ccmes at the half-way point and
depends on how thin;s have gone. Tou cculd usefully
impress on him the crucial importance of the

nited States letting oll pricces rise bcth as a
conservation measure and to encourage the
ddevelopment of alternative sources whico would

then become economic. It is no good having targets
or communigyues unless the United States can act on
this.

(i1) JPolitical

In particular Rhodesia (our tactics over the next
few wmonths) and the iiddle East, (where you will
want to urge him, with his electicn 'n mind, to tace
action soon to mend ‘ences with the moderate Arabs).
(iii) Defence
(1) Our deterrent: no deeision for scme time
yet but arateful to nim for agreeing to

Our intelll ence relationships reconfirm

importance.
SALT - above all the need to be clear about

T§F before starting on SALT 111,
CTB.

(John Hunt)

Kurox Snknce ole (Lfeh AnAl
26th June, 1979 “ﬂ‘(; (L0 5 pwndes
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POKYO : PRIME MINISTER'S OPENING STATEMENT

As requested, I attach some paragraphs which the
Prime Minister may care to use as a chopping
block in preparing an opening statement for
Tokyo.

T am sending copies of this to the Private
Secretaries to the Chancellor of the Exchequer,

Foreign Secretary, Sir John Hunt, Sir Michael
Palliser and Sir Jack Rampton.

G Lot

pla:.l K E Cougens




TOKYO

DRAFT FOR PART OF PRIME MINISTER'S OPENING STATEMENT

We are only half way through 1979 but so far this year we

have had to watch the prospects for the world economy

deteriorate month by month. We began the year with a good

chance of a better balance of growth between the major
countries and a;ﬁéé%er balance of payments surpluses and
deficits also. There was greater currency stability.
Because of what has happened on oil the prospects are now

much worse, especially on inflation.

2. TFor the second time in 5 years the vulnerability of the
world economy to developments on oil has been brought home to
us. The economic growth which looked like a natural law in
the 60's looks a fragile thing in the second half of the 70's.
This is a profound change for the developed countries. But
among the biggest sufferers are the developing countries who
have no oil. They lose through increased oil prices, through
reduced world activity and through the fact that the
developed countries are less well placed to help them. All
this means more instability in the world, both economically

and politically.

Se I believe the economies of the countries of the free
world have the resilience to surmount these difficulties, as
they did in and after 1974. But the room for manoeuvre in

economic policy in our countries has been reduced.
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4. In meeting here in these circumstances I believe we
assume a heavy responsibility. We imply that we can offer
leadership and guidance not only to our own countries, but tol

others. If we leave the impression that we are failing to /

—— -

face the facts, or are taking refuge in werbiage es. 3
forpality; the state of the world will be worsg when we leave
than when we came. I-speak-—with-hunility as a neveomery but
j/t seems to me that our best course is to make the position

on energy and the world economy clear in the simplest

language we can find; to say what we can doj; but not to be

r

ek
afraid to say a¥e® what we cannot do. We shall inspire more

confidence by combining realism 1:11:]:1 sa:mpi:a.-e;.i:e;f alé&’
confidence is what the world badly needs.

r -
fw“% e

5. Ithi ; eﬂ__that@ur-ﬁ@rrer;pmse—sa—the
P
| situatifn which faces us HeeLo be to do more aBOUT Saving
| and-producing-energy. L do not want to anticipate the

detailed discussions we shall cezmiainly have about this but I

e — 4
would like to pick outLtwo or thﬂéﬁ__ﬁmaﬁ which Fseeas—a

-F'T-Lf- :,'N-t N
important. L:E‘J.rstz(\ while we must do everything we can in the

~ foo.
shoft—tem we have to prepare for the long = . Por every.

economic and politiced 'rea:m% must keep upp,\ year after
year, the effert to reduce the dependence ofL the-mé.nr rfcnf
\' Y

s
L

economies of the free world on uncertain sources of supply/ef

e A

Ve A2
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6. Se:g,orﬁi’:}, we should allow the price mechanism to do its
| job Jo-themxid in reducing demand and increasing supply,

. \ i e
11*: \ ﬂithﬂut—eit&u&iagudi2&32‘action intended Heoseeelerate—
\
‘{uanﬁuﬁf",fef£e¢t5? Bhirdlsewe have to face squarely the fact that

nuclear pover is golng to be needed on a large scale to fill

the energy gap. We must apply our-&;égggﬁé to developing it
and at the same time do all ﬁE\Fan to reduce oz-eliminate

the risks associated with it. \

)
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1S é‘ﬁe second aee& where a major W response is required

of us is_gﬁ’inflation. I believe the lesson of what

happened to us from 1974 onwards is that we hﬂ?ﬁiﬁ? fight

~ the inflation produced by olil price increases, and not
accommodate it. To do that we have to convince our peoples

that the oil price increase represents a loss of real income

“oete b of
8. This does not mean giving a low prioxity Lo growth. On
,L{,\)' 2 fq'\f__;:-h.;é contrary, J,t—_miaas-pxwd.].ng the best foundation for the
resumption of growth. 4And we will have to back that up by

which has to be accepted.

doing all we can to improve the efficient working of susm
- : -~
=ty scolomies and the flewibilityef their responseto éhange. )
5._ I

. This too is-emediun termresponse callimg for sustained
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effort.

Q. I regard all the precepts to which I have referred as
applying to the United Kingdom. ﬂLiketwo other countries

d (e represented here, we are a major| energy producer bGt we see

N
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our interests as closely identified with consumé countries«
ANd Wwe have chownour—readines joi '_K Nergy Saving.
;ﬂ The-British-eonsumer is taking perhaps é}en—a—bit—mra—-than
" ™ nig share of the effort. A@ain,ﬁe have a particular
problem in the need to rebuild the strength and competitive
effieiency of our industries F_ﬂ Yhat T have sa.idﬁdﬁ{:-%'“\
fighting inflation and about i Ebility-of .'
eepanee apblion to ts ateen | Sb—iw-dn-—theb-spinth bhat-T
ot i Lscussions.
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CANADA = EURATOM INTERIM AGREEMENT,

1. | AND MY EEC COLLEAGUES DISCUSSED THIS TODAY AT OUR MONTHLY
MEETING IN THE LIGHT OF THE STRONG VIEWS HELD IN THE PAST BY

MR CLARK AND M|SS MACDONALD AND THE OPPOSITION WHICH THE
CANADIAN CONSERVATIVE PARTY VOICED WHEN THIS AGREEMENT WAS
SIGNED BY THE LIBERAL GOVERNMENT. WE CONCLUDED THAT THERE

WAS A REAL DANGER THAT THE NEw CANADIAN GOVERNMENT MIGHT WELL
TAKE A TOUGHER LINE WHEN THE PRESENT AGREEMENT EXPIRES AND THAT
ACTION SHOULD BE TAKEN SOON BEFORE THEY HAVE STARTED FIRMING UP

POLICIES BEFORE THE REASSEMBLY OF PARLIAMENT IN THE AUTUMN TO
PERSUADE MR CLARK AND MISS MACDONALD IN PARTICULAR TO MODIFY

THEIR VIEWS AND BE MORE UNDERSTANDING OF THE EEC POSITION

IN THE LIGHT OF THE WORLD ENERGY SCENE.
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Wi EEC AMBASSADOR REPORTED THAT MR ROY Jaunrdg. S MR
;13& vt v 2

MENTIONED MATTER TO MISS MACDONALD AT OECD MEETING IK PARIS Gstaqb

AND THAT WHE WAS KON COMMITTAL. PRESENT IMPRESSION AMONG DFFICIALS
IN DEA MERE IS THAT SHE WANTS TO CUT A GOOD FIGURE A5 A KUCLEAR
NON-PROL IFERATOR AND WILL TAKE A TOUGM LINE, .

% MY GERMAN, FRENCH AND ITALIAN COLLEAGUES ARE TELEGRAPHING
TO THEIR GOVERNMENTS THIS AFTERNOON SUGGESTING THAT THEIR

i

7
W ADS OF GOVT/STATE AND FOREIGN MINISTERS MIGHT USEFULLY MENTION
INFORMALLY IN TOKYO TO MR CLARK AND MISS MACDONALD THE

IMPORTANCE WHICH THEY ATTACH TO THE CONTINUATION OF THE

CANADA/EURATOM AGREEMENT. | PROMISED TO DO LIKEWISE AND BELIEVE ;E:H
e o

e
| -
14

THAT THE PRESENT TIME WHEN MR CLARK AND MISS MACDONALD. HAVE e

HAD TO RETRACT FROM PROMISES TO MOVE THE CAKADIAN EMBASSY IN AEL
© JERUSALEM IS A GOOD ONE IN WHICH TO URCE 4n5n NOT 93 Elln &3?u&F¢

OUT ON A LIMB OVER NUCLEAR MATTERS OF GREAT IMPORTANGCE TO EEC I Rl
THE CONTEXT OF THE WORLD ENERGY PROBLEM, n
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10 DOWNING STREET

Prime linister's Interviews Pre-Tckyo

I enclose full transcripts of interviews given hy
the Prime Minister cn 25 June for the BBC Vorld Service
and for the COI (interview for television) on ithe prospects
forthe Tokyo Swamii and other subjects.

The radio interview fcr_ the Vorld Service has been
used overnigsht in Japan and elsewhere and the CCI telsvision
- b s 2 . 3 - . =
interview will ne made available on a world-wide basis as
from tcmorrow, 27 June.

I an giving the text of these interviews a fairly
wide distribution within Whitehall because of the Prire
¥inister's remarks on subjects such as energy, Indo-Chinese
refugees, etc.

May T leave it to Overseas Information Depariment in
the FCO, to whom this letter is also copied, to telegragh
the main points in the Prime linister's interviews 10 overseas

posts as necessary?
k/L\A.n [
G |
-hh[‘-.-—-""{.

C. V. ANSCN

Robin Christopher, Zsq.,
News Tepartment, ¥.C.C.

ep O FD. P00,
C.0.I. (Peter Brazier)
Dept. cof Zrergy (Lloyd.Crump)
Treasuri‘(PeEgr Brovning
Home Ofrice (Jack Parker




o¥xT OF TWO INTERVIEWS GIVEN BY THE PRIME MINISTER ON 25 JUNE 1979

ON THE TOKYO SUMMIT
BBC WORID SERVICZ(FOR JAPAN)

Interviewer: Japan is the only Asian country represented. Do you
think Japan has a special role to play at the Conference by virtué of
the fact that she is an Asian power?

Prime Minister: I think she is one of the countries in that part

of the world which believes in Western ideals of demozracy. We know
that she is surrounded by countries who just don't have that
particular view and we are very much aware that she is rather alone
there and it's rather in that way that I think she has a special
role rather than as an Asian power.

Interviewer: A recent report by the Institute for the Study of

Conflicts says that Japan relies wholly on America fg¥ strategy
se - .

protection. Therefore Japan's huge savings on her/defence costs
is an additional boost to her already powerful competitive trading

position. Will the Prime Minister consider asking Japan to accept
more responsibility in this area?

Prime Minister: I don't think any one country could ask her to do

that alone. I think in the first place it would be very important
that Japan discusses the .matter with the United States. As you just
said, Japan does rely on the United States mainly for her defence.
There will come a time when things change. But I think any discussion
should take place first between the two countries concerned.

Interviewer: Prime Minister, you initiated the idea of an

international conference on the Vietnamese refugees which is expected
to take place shortly, President Carter, in Tokyo, has already

raised the refugee problem. Will you be pursuing it at the Summit?
Prime Minister: I can't imagine that we should have a Summit and

not mention it. But you know the first thing is to try to.! stop

Vietnam behaving in this way. She's just trying to exclude her
Chinese people and make it so difficult for them that they all

want to go and then taking their money and their possessions. It is
the coldest, most callous attitude we've seen for a very, very long
time in the world. And we should put all possible pressure
to bear on Vietnam to stop her from behaving in this uncivilised
way. It is the action of a tyranny. So we mustn't just accept that
she'll go on like this and all we've got to do is to try and make
arrangements for refugees. We must remember that it's their lives

-




.which are being made intolerable inside Vietnam. So that's one
aspect. Of course we're very well aware that these refugees are
having a terrible time. And if you and I were out there in a boat
that is leaking, what would we think of the free world if someone
didn't put out a hand to rescue us and to help us. And that problem
too we have to tackle as members of the free world. And we can't

do it all on our own so we have to get together to see what we can
do together.

Interviewer: There have been many references to your wvisit in the

Japanese media. The Japanese people are very much interested in

you as a person. Many women in particular would like to know how

you combine a job with a home life, what you like to do when you have
time to spare, that sort of thing?

Prime Minister: Well, I don't have very much time to spare these
days. But you know I couldn't have done it unless -my children had
been grown up. Certainly I became a Member of Parliament when my

children were comparatively young although they were already at
school, but thank goodness 1 did. At each stage fresh things have
come and fresh advances have.come. They have come at an age when

I was able to take them because the children were older. Now both
my children, I have twins, are aged 25. My son still lives in our
own house but my husband and I have moved into No. 10 Downing Street.
There isn't much spare time. I don't see a great deal of them
except that they will come in in the morning and be there in the
evening and if you only have a few precious minutes or hours then
you do make the most of them. So somehow we cope and we cope
because the whole family recognises that I have a job to do and they
all think, thank goodness, that I am the right person to do it.

So they help in every possible way. You can never do it unless the
whole family is with you.

Interviewer: 1 understand that you like roses very much. I wonder

if you remember some time ago.

Prime Minister: I love roses, and azaleas and rhodedendrons, all
sorts of flowers.

Interviewer: I wonder if you remember some time ago a young Japanese

wrote to you asking if he could name a rose after you. The Thatcher
rose.

Prime Minister: Yes, I do remember. But I haven't seen it yet.
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. Prime Minister: (contd)
I'm not quite sure what colour it is but perhaps I'll see it in

Japan. Unfortunately they don't make roses in blue,.which of course
is my political colour.

Interviewer: Finally, Prime Minister, this is your second visit

to Japan. Is there anything you are particularly looking forward
to doing and seeing again?
Prime Minister: Well I think one of the trouble about attending

a Summit meeting is that we see far too little of the country .

You know you go from the airport to the hotel, to the conference
centre and my great regret is that we won't be able to get about
and see more of Japan, of her art and her culture and her history.
That I'm afraid will have to wait until we go on a visit which is
not a Summit.

Interviewer: Thank you Prime Minister.

"

SECOND INTERVIEW (BBC WORID SERVICE)

Interviewer: Prime Minister, with the OPEC countries poised to

increase the official price of oil, how perilously close is the world
to a deep economic recession?

Prime Minister: That really depends on two things. One, whether

all of the industrialised nations can modify their demand so that

we only really use energy where we need it and we're very economical
in its use because you know there's a difference between demand and
supply and we musth't be extravagant in use at all. So we all of

us have to be thoroughly economical and try and cut down our demand.
Each and every one of us. It's no, good one nation doing it we

all have to do it together. And the other is whether we can persuade
the producers to try to just step up their production by the tiny
amount by which the world is short. As a matter of fact it is

less than 5 per cent by which we're short and there are certainly
some of them who could produce just that little more to take the
'pressure off the price. So we have to our bit, and we hope

that by doing ours we'll be able to persuade them to do theirs.




course quite apart from the demand-supply position, the price
an important factor. After all, if you and I have to pay more
rent and food we'wve less to spend on other things. So if
nations have to spend more on their oil supplies, there's less to
spend on other things and the prospects for growth are
obviously hindered by that outlock and we shall probably not see
the growth rate which we were seeing in the last decade for a very
long time to come.
Interviewer: Well, let's take the first element - consumption.
You and other EEC Heads of Government meeting in Strasbourg last
week agreed to hold oil imports at 1978 levels for the next five
years. How do you propose to broaden this position in Tokyo and
so ensure that the United States, the biggest and most profligate
consumer of all, also agrees to reduce consumption?
Prime Minister: That partly arises from the last answer I gave.

That's exact 1y why we couldn't be more particular in Strasbourg.
There is really no point in a few nations being really economical

and holding our demand unless other nations agree to do exactly

the same. And that's why we tried to make our own position in
Strasbourg as strong as we could so that we were in a position

to go to President Carter and to go to Japan and say, look this

is what we're doing. Now, if vou won't do your bit, then the
position will still be as bad as ever and the price will be likely to
rise even more. So it's just because we recognise the point that
you're making that we have to act together that we took that view.

Interviewer: But so far President Carter has been singularly

unsuccessful in persuading his countrymen to cut consumption, so
can you have any confidence at all in any pledge that he might
make in Tokyo?

Prime Minister: I think he'll be just as anxious as we are

to try to find some solﬁtiun to this problem. I think that some

nations have had difficulties because they've run down their
stocks. After all, we had a cold winter last winter and one of
our problems is that we're trying to replenish stocks which are
lower than they should be and so added to your normal consumption
you've got the replenishment which of itself can put an extra

demand at a time when supplies are short. But I really think
that the situation is such that all of us will be trying to find
a solution. Otherwise, we shall just not have enough to carry

on with the present standard of living, let alone improve it.




Interviewer: Now the EEC countries have spoken in favour of opening

a dialogue with the OPEC producers. How hopeful are you that such-
a conference could lead to increased levels of production, bearing
in mind that the OPEC countries are sitting on a finite resource
and they, not unnaturally, want to sell it over as long a period

as possible at the highest price?

Prime Minister: Well, I think you've identified two aspects of the

situation. First, there's the immediate part. There's an immediate
shortage of slightly less than 5 per cent and they could help that

by producing a little more and we could help it by using a little
less, And that certainly is an immediate problem which we have to
try to deal with in Tokyo. Now in the longer run, yes it is a
finite source - it must by definition be a finite source of o0il -

so you really have to look in the longer run to alternative

sources. Now coal is a very big problem, a very big one indeed

and its ironic that just at a time when ten or fifteen years ago

we thought that coal hadn't got such a big future, now it has a

big future. Both as a source of fuel, it could be used to create
0il as well and therefore we have to look at-all the teclnology relating
to coal. That won't be enough, and that and sun and tide and
windmills I don't believe will be enough. If we're to have the
industrialised standard of living that we now enjoy and we are to
go on and advance even further, and after all every nation wants to
do that because there are still enough people among us who wish to
improve their standard of living, then we've got to look at nuclear,
we really have. We've got to look at it with a view to expanding
the amount of energy that comes from nuclear and we've got to make
certain it's safe. And in this country, in Britain, we have an
excellent nuclear inspectorate and we have always put tremendous
emphasis on having systems which are as safe as they can possibly
be made. But I don't think we can go on ducking the question
very much more. We've been talking about it: I know that some
environmentalists are worried about it but you know they should
also be worried about the effect of constantly burning more coal
and oil because that can create a band of carbon dioxide round the
earth which could itself have very damaging ecological effects.
We've been talking about it, but we must in fact do something about
: 5 4 I was on a phone-in one day down in Plymouth when someone
asked me what I thought about nuclear energy. I said that I
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I said that I thought we'd have to have very much more of our
supplies from it, and I could just hear the disappointment at

the other end of the telephone. There was a horrible hush, and
I could hear the disappointment and I said, yes, I suppose ?ou're
wanting me to reply that we can get it all from the wind, and the
sun and the tides. Yes, they said, at least they are God-given.
But when I said don't you think uranium is God-given - it is of
course, uranium, radium, the radio-active elements are God-given,
it's Jjust that man has learnt to use them in a different way,
learnt to use them for medical purposes, to very great advantage,
to fight cancer and also to use on energy. So the thing to do
is to learn to use them properly and not to reject them.

Interviewer: But you would accept that for Western democracies

it is going to be difficult to pursue a nuclear strategy simply

because, as you've mentioned, there are environmental groups and

many others who are extremely worried about nuclear power, there has bee
mounting public alarm, particularly since the Harrisberg incident?
Prime Minister: Yes, there has indeed,. And that's why I have

to point out that in this country we put tremendous emphasis on
safety. But look, putting the emphasis on safety, as we have been,
I don't think one single person has lost their life because of a
nuclear accident, not one. There have been those that have lost
their life because of explosicns at work, not because of a uuclear
accident. The point we have to make is, either the standard of
living of the world has to severely reduce in the long term or else
we have to find alternative supplies of nuclear. Now do we go back
to a kind of primitive village economy, or do we try to keep up

the standard of living we have. Now this is a choice for people
to make. We must put all the facts before them, and the risks.
But you see the risks aren't all on the side of nuclear. There
are tremendous risks on o0il, tremendous risks on coal.

Interviewer: I'd like to come back to your hope that, in the short

term, the OPEC producers might be prepared to boost production if
only for a short period to help over the present crisis, the OPEC
countries would obviously want something in return and the
President of OPEC has said that any talks about increasing
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.pro:luction levels would have to be held in the context of the North/

South dialogue. So failing the failure of the UNCTAD Conference in
Manila would the rich industrialised countries now be prepared to
modify their position on and development and be more generous
with countries on the Third World?

Prime Minister: Look, the thing that most harms the poor countries

of the world is for the price of oil to rise and so if the OPEC
countries are really genuinely concerned to help those countries
then then should hold down the increasé in the price of oil. It's
they who have the tremendous surpluses of cash and if they put it
up they'll also have even greater surpluses. It's they who can
have the greatest single effect on raising the standard of living
in those poorer countries and in helping them, so don't let's pass
the buck.

Interviewer: If the world does plunge into a recession, can you

foresee a day when your Government might have to reverse everything
it stands for and in extremist have to introduce import controls?

Prime Minister: I don't think you should talk about a plunge into

recession. You and I have lived through, not so long ago, an
increase in the price of oil. Now it didn't plunge the world

into a recession in the sense that some people might fear you mean
when you use that language. It certainly meant we had tremendous
problems and would me~n again that we can't expect to grow as we
have grown during the past decades but I do think it wrong to talk
in that rather extravagant term. It certainly alters the outloock
for the future and means it's not so good, and we have, of course,
to point this out to the OPEC countries as well.

Interviewer: But if growth does slow down and if world trade
is impaired, do you think one day you might have to introduce
import controls?

Prime Minister: Well, I'm not sure that that helps. Who does

that help? We are an exporting country. If we have import
controls, then other people will, of course, react very rapidly on

our exports, and I think most would react very strongly against
general import controls. There are times when particular industries
are in difficulty but then you do it by negotiating through GATT

or you have voluntary agreements with the industries concerned.

——




i
.But in the end and in the long run it would be to the damage of all
our people if we had generalised import controls. There's one
nation after another and those who
were in the worst position of all would do worse.

Interviewer: High on the agenda in Tokyo is bound to be the

continuing tragedy of the Vietnamese boat people. Would you

expect other countries of the Summit to rally behind your call for
an international conference?

Prime Minister: Yes, I would. But the real tragedy of that

is Vietnam behaving the way she is and pushing out thousands

upon thousands upon thousands, indeed hundreds of thousands.

That's the tragedy and we must try to bring all pressure to bear

on Vietnam, in a civilised world, not to behave in that way.

This is the action of a tyranny and we must try to stop it.

Now, there are refugees and of course we must try to lend a hand.
If you and I had tried to escape from a tyranny and somehow had
sacrificed and given up everything just to be pleased to have got
away with our lives, I wonder what we would think 0f the free world
if no-one was prepared to lend a helping hand, and between us
perhaps, but no one country can do it alone and that's why we

just have to have a conference to get together to see what we can
do to help. These people are very active, very energetic, they
like to earn and pay their own way. But it's a tragedy, a terrible
tragedy their not being allowed to do so in the country which has
been their home for many, many years,

Interviewer: We can't simply wring our hands in the face of this

tragedy. Is Britain prepared to take a lead to Eive more of
the Vietnamese boat people a home here?
Prime Minister: We have in fact all of us to get together. At

the moment you know there are 55,000 who've gone to Hong Kong,

55, 000. And Hong Kong also has a problem with Chinese people
coming across the border from China into Hong Kong. We, too,

have taken over 1% million immigrants, which is a different

problem, a different problem, into this country and that, of course,
means that we can't do as much taking extra people as we would wish
because you can't look at one aspect of the problem without looking
at another. But we've taken in immigrants, not only on a
temporary basis, not on the basis that they just come here for
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jobs, but so many have come with parents, even brought their whole
‘amilies with them, made their lives and their homes here and that,
too, must be taken into account in deciding how many people.

Interviewer: So we would be prepared to take more?

Prime Minister: No, I haven't said that. I've said we're only

prepared to go to an international conference and discuss this
matter and see how best between us we can solve it.

Interviewer: Well, to come back to the source of the problem,

how do you think the countries meeting in Tokyo later this week
will be able to bring any pressure to bear on Hanoi?

Prime Minister: I think the country that could really put pressure

to bear on Hanoi is Russia. ©She's perhaps closest to Vietnam and
therefore we all of us have to make our own views felt. You know
countries like Vietnam as well as countries like Russia are in the
end a little sensitive to international opinion. They don't like
the world to be obviously against them and in the end there is

& pressure we have to bring to bear. I have looked into the
position to Vietnam because, as you
know, when we were in Opposition we were highly critical of this
and this country, with taxpayers' money, is building four boats

to go to Vietnam, heavily subsidised by the taxpayer, and of course
the first thing I looked to see was that we stop it. Unfortunctely
it would cost us more to cancel the contract than it would to

complete it. But we shall certainly not be giving more to Vietnam
after that and I believe that some other countries will try to stop
the aid they are giving in revenue terms, not in capital terms in

current terms, and try to switch some of it to helping the refugees.

Interviewer: But to come back to the econcmic problems facing
the world. Do you really believe that Tokyo will come up with

truly international solutions or isn't this precisely the sort of
situations in which government look for national salvation, in other

words every man for Bimself?

Prime Minister: No. You're very cynical and I don't think wyou

should be. Of course we each of us have to lock after the world

within our own countries. Part of the world within our own countries ,_ _
consists of relationships with other countries and part of leadership i
c onsists of getting that across, and we shall not help our own

-
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(.countries if we just loock at things wholly in the light of a short-
term future of our own country. I mean we, for example, a trading
nation, if we looked just at seeing that we're self-sufficient
on 0il and not being bothered at what happens to other countries
how in the world do you think we should be able to get raw materials
from other countries to keep our own industries going? Of course
we shall need them. How do you think we should be able to get
our merchant ships bunkered in other countries to bring raw
materials back? How do you think we should be able to get aircraft
refuelled in other countries to carry on trade from one country
to another? We live in a world where one depends upon another
and to ensure the future wellbeing of our own country. We
have to consider the relationships with other countries and between
groups of consumer countries like the one meeting at Tokyo next
week, with groups of producer countries and even the producer
countries have no future without the consumers. So you do have
an interdependence. 8o let's not be cynical about it. This

recognises the problem and see how best we can meet the terms.

Interviewer: What then is your bottom line at Tokyo? What must

Tokyo produce

Prime Minister: Bottom line? I don't understand what you mean.

Inteviewer: Well what must Tokyo produce for the Summit to be a

success, What's the minimum?

Prime Minister: Don't expect sudden solutions. On energy you

really have to start at the beginning, each of us to try to have

the most economical use of o0il, to try to keep down the demand

and to lower the demand, and to try by that means to stress to

the OPEC countries that their interests, too, lie not in damaging

the Western world, not in damaging it, but allowing the Western

world to continue on its industrialised course with some hope of
expansion. And that is our only hope of helping the under-developed
countries.
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THATCHER:

QUESTION:

MRS .THATCHER:
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Prime Minister, you are about to attend your first economic summit
Conference, now what do you see as the major problems facing jyou and the

other world leaders in Tokyo?

wWell at the moment there's one obvious major problem which is the whole
0il supply situation and that is undoubtedly going to dominate the
Tokyo conference as it rather dominated Strasbourg last week and then
you get a sharp entryﬂ.increase in a major raw material of the kind
We're seeing now. Of course that is one of the main problems that

we have to consider, and particularly with oil , it enters into the cost
of almost everything else and you know we have to pay more for one
commodity it means you have less to spend on the rest and so it has

a harmful effect on other world trade, it's what undoubtedly will be

the main thing.

One of the decisions you took at Strasbourg was to freeze oil imports
over the the next five years until 1978 level, is that the kind of

thing you will be advocating in Tokyo at the end?

I think more important that trying to have specific targets
because you know they can be a bit thrown off course by a cold
winter or by one country which has expanded it output a little bit
more than another - more than having its specific targets I think

its absolutely vitally important to show a determination to keep down
.

demand and to cut down demand then it will show the QPec countries "

that we're not going"to put extra pressure on the limited resources.
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MRE b EATCHER: (CONT'D) Now there are several ways you can do it, I think most was

in our own home - cut it down because we have to anyway because it's
so jolly expensive but as far as the public sector's concerned one
just has to cay that it jen't wasted at all for the standard heating

is not over and above what we really need to be confortable. All of

those things can make just a marginal difference to the demand of all of}

us 50 it is vital to express a clear determined resolve on the part

of each nations that we cut down our demarclfs, and that will be tzﬁe
1

best thing we can do.

QUESTION: And as well of course as cutting the demand there is the question, can
you persuade the OPEC countries for exzmple to increase their production
step up productifn there, is this something which you'll be discussing

in Tokyo and trying to bring to bear in the...

I think we all know that the shortaze in fact is less than 5% at the

moment and we're all trying after all to economise by 5% so that we
bring supply and demand into equilibram er but I think there are one
or two countries without very much hara to tneir longs term interests
could step up demand at the moment if they wished.. If we do our
part about citting down we hope that some of them will manage just

to keep the supply sufficient not to push up the price even more.

Er there does seem to be the er prospect Mrs. Thatcher of a world
recession...it does seem to be growing and it also tends to be
something that economists are getting more and more gloufy about...
now you're a committed optomist, will you be able to make any headway

in Tokyo do you think towards tacking this problem?
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MRS, THATCHER: Do you know I think I'm a committed realist I suppose you're

aware I'm an optomist too because there's not much point in
being in politiecs unless you think you can help to shape an&
influence things for the better a bit. I think rather than
talk about gloomy recessions I think it's better to say that we
shall not have the prospect of growing and improving our
standard of living which we had expected to have and the reason is
very obvious - if you have to pay so much more for one raw
material and oil is a vital raw material you haven't very much
left to pay for others, and so therefore you can't buy goods
from elsewhere, so0 in that sense the outlock for growth is wvery
poor indeed. I think that's rather different from talking
about a great big world recession because you know there's still
people who think in terms of recession as the kind of recession
P, S

which hit the.world in the 1930's bwt its totally different

fron anything wa've known in the post-war period. Even when
we've called it a recession, so yes you do get trade cycles

even in the post-war period but they're nothing like as damaging
as those we saw in the pre-war period because I think we've
learned to handle and mana3e our affairs a bit better. We've
managed to do it on a multinational scale and not only on a

national scale.

QUESTICON: So in that sense you are fairly optomistic?

MRS, THATCHER: 1In that sense I don't think we should be too pessimistic,

let me put it that way.

QUESTION: The dialogue, Prime Minister between the developed and the

-developing world has particular problems for Britain I think

because of the situation pefhaps ih Southern Africa, now will

Britain be able to take a full part in the discussions on




1 - 1: (CONT'D)

. QUESTIO..: (@ONT'D) relations with developing countries at this summit?

KR5. THATCHER: Ok but of course, of course. Er we have so much experience of of
trying to help and cope with developing countries, and after all
our technical co-operation programme is excellent, and a very
effective one and I used to be a Minister of Education for years
+++We specialised in taking so many people into our colleagues and
universities and polytechnics ,er to give them both not only technichal
subjectsbut to give them higher education lef all kinds. That

enables them to go back to their own countries and to teasch others

s0 we're pretty em experienced in doing that {ue have been pretty

helpful in it. When it comes really to helping the developing
countries you know the most damaging thing to their interests would
be a sharp increase in the price of oil, and the OPEC countries
really ought to take this into account in what they're doing this
week. Because those countries need oil in fact to get their
development under way, and they'll never be able to get it under way
if they have to pay such a high price for it where they can't afford
it from exports of other goods and raw material, so that really goec
right back into the court of the COPEC countries and they mustn't just
pass it on to the industrialised countries who themselves will also

be in difficulty.

plight of the
You are particularly concerned Prime Minister about the/

South East Asia refugees the boat people now what should this sw.mit

be doing to try and solve this problem?
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MR5. THATCHER:

QUESTION:

MRS. THATCHER:

QUESTION:

Two things. First we'll try to do everything we can to bring pressure
to bear on Vietnam not to act in this cold callous way as to try to get
people to leave having taken all their currency and possessions from theg
and then just cast off in boats and not knowing what's going to hanpen
to them. That is a cold callous uncivilised country that's doing
and behaving...doing those things...behaving in that Way ...and we
shall try to bring the pressure of international public opinion to
bear on them. Secondly refugees from that kind of tyranny
really must be able to lock to the free world to help them, no one
country can do it, in Hong Kong the total goes up almost every week
we've got about 55,000 pecple there.... in other countries have them
too and Thialand has a tremendous problem, so the only way is to try
and get together internationally to see what we can do about it,
there's a staging camﬁs and ultimately to try and settle them, but
still we must remember we've got to bring pressure to bear on Vietnam
and other countries who are behaving in that way, otherwise as soon as
we try to deal with this wave of refugees vhey'll turn out another,

and that would be terrible.

So what sort of pressure are you thinking of //TWO VOICES

No no you can only try to bring international pressure to bear unpon

them by acting together.

The summit itself Prime Minister, in the past er some pecple say that
the results of summit conferences have tended to be philesophical rather
than practical how do you feel it might be improved, do you think////

INTERUFPTION

:
4
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MRS, THATCHEEZR: (CONT'D) No, I've been one of the people who've been very

critical of some of the communiques that come out of summits I
mean sometimes they are full of pious platitudes and I hope to
goodness we shall do less of that and em do one or two more
practical things, I think there have been times when one or two
more general ideas have come cut of a summit which really have
been of immense practical wvalue. For example the one that we had
in London made a quite clear declaration that the world should not
go generally protectionist. Now that wesbecause I think all
countries recognised that if we were to do that the effect would
be accumulative, one country might be alright at first but then
another country would restrict its trade and then a third, and in
the end it would make us all poorer, but the fact that everyone
met together and made that statement did have an effect upon the
behaviour of each of the individual countries and did manage to
keep world trade greater than it would have been otherwise, that

I think is a specific example. This one I think can have an
effect on the energy situation both in the short terz and in the
longer term because we just can't sit back and say well there's
going to be enough oil to last for ever, we have to recognise

that we must make provision for alternative sources of supply

and seriously have a bigger loock at nuclear than we are now.

QUESTION: Finally Prime Minister as this is your first visit to Japan as

Prime Minister are you looking forward to it?

MRS. THATCHER: Yes I'm locking forward to it, em it's pretty intensive gnd of

course jet lag is an awful nuisence when you're going at the last*;-

- i

minute and going straight into talks and negotiations, but

we'll cope..we'll cope alright. Thankyou.

Thankynh very much indeed.
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Prime Minister, can you tell us why you'vec chosen to visit Australia B0 s00n

after your election?

MR5. THATCHER: Well as you s because I'm very well aware that not a lot of
Prime Ministers have visited Australia and T thought I would like to shaw the
closeness of the ties betweeh our two countries, that I do give it pretty
high priority, so that's the first reason. Second Mr. Malcolm Fraser isn't
at the Tekyo summit, and I thought it might help him to hear just exactly
what went on from someone who was there rather than just ordinarily from
the public pronouncements, and thirdly there are really quite a lot of
problems to discuss and again I thought it would be very useful if he

and I could have a talk before we went to the Commonwealth conference

at Lusaka. That's 5 very good reasons.

QUESTION: When you say about the problems to discuss are you talking about the
special relationship...the former special relationship between Britain
and Australia which some people say ended when Britain joined the Common

Market?

MES. THATCHER: Oh no I don't think it did it is just a...it is just a special
relationship it's there, er I mean there just are close ties between
this country and Australia you don't need to explain them they're there,
and it would be quite silly to try to act as if they weren't there. They're

also with New Zealand for the same reason.

QUESTION: 5So what sort of problems will you specifically be discussing with Mr.

Fraser which are common to both Britain and Australia? /OVERLAP




+ 2 = 1: CONT'D

Specifically?
MRS. THATCHER: / Well on the Commonwealth of course we will need to discuss

one or two things about the future of Rhodesia er and the
relationship between some of the other commonwealth countries
and countries like Australia and Britain. There is a very big
energy problem which affects Australia and ourselves, er there
is the problem of things that are happenning in Vietnam now,
and also there's the general world economy, because it's very
difficult for any country to thrive and prosper at a time when
world trade is not expanding, and it's not going to expand very

fast if the price of oil goes up very sharply.

GUESTION: So you will be as . . as it were, at a mini-summit with

Mr. Fraser?

MR5. THATCHER: A mini-summit - I suppose that's quite a good way to describe it.

QUESTION: Thank you very much indeed,




We are only half way through 1979 but so far this year we
s —s e

have had to watch the prospects for the world economy

deteriorate month by month. We began the year with a

good chance of a better balance of growth between the

major countries and less exaggerated balance of payments
surfluses and deficits also. There was greater currsncy
stability. Because of what has happened on oil tle

e S

prospects are now much worse, especially on inflation.

For the mecond time in 5 years the wvulnerability of the world

economy to developments on oil has been brought home to

us. The economic growth which looked like a natural law
in the 60's looks a fragile thing'in the second half

of the 70's. This is a profound change for the developed
countries. But among the biggest sufferers are the
developing countries who have no oil. They lose through

increased oil prices, through reduced world activity

and through the fact that the developed countries are

less well placed to help them. All this means more
instability in the world, both economically and
politically.

/I believe




I believe the economies of the countries of the free world

have the resilience to surmount these difficulties,

as they did in and after 1974. But the room for
e —————

manoeuvre in economic poliey in our countries has been
R e

reduced,
— —

In meeting here in these circumstances I believe that we

assume a heavy responsibility.

We imzlz that we can offer leadership and guidance

not only to our own countries, but to others.

If we leave the impression that we are failing to face
facts, or are taking refuge in pious platitudes, the
state of the world will be wdrse than when we came.

It seems to me that our best course %ai is to make

the position on energy and the worid economy clear in
the simplest language we can find; to say what we

can do; but not to be afraid to say what we can't do.
We shall inspire more confidence by combining realism
with candour than by burying the truth in meaningless

phrases,

/ Nowhere




Nowhere does thils apply more than to the problems of energy.
e —
I do not want to anticipate the detailed discussions
we shall have about this but I would like to pick out
two or three points which are important.
The first one is that while we must do everything we

can in the immediate situation, we have to prepare for

the long term too.

Ye must keep up, yvear after year, our efforts to reduce
the dependence of the economies of the free world on

uncertain sources of supply of oil.

Further, we mmx should allow the price mechanism to do its

job to the full in reducing demand and increasing supply.

This does not exclude other action.

And we have to face squarely the fact that nuclear

power is going to be needed on a large scale;to fill

the energy gap.
We must apply our efforts to developing it and at the
same time do all we can to reduce or eliminate the

risks associated with it.




After energy, the second theme where =a major response is
required of us is inflation.
e e —

I believe the lesson of what happened to us from 1974

onwards is that we must not accommodate the inflation

produced by o0il price increases.

We must fight jt.

To do that we have to convince our peoples that the oil

price increase represents a loss of real income which

las to be accepted.

This does not mean giving up all hope of growth.

On the contrary, this realistic approach provides the

best foundation for the resumption of growth.

And we.will have to back that up by doing all we can

to improve the efficient working of industry,
agriculture and commerce, and the speed with which they
respond to change.

This too calls for a sustained effort.
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I regard all these Precepts as applicable to the United Kingdom.

Cn énergy, although like two other countries represented

here we are ga ma jor energy producer, we see our interests
as closely identified with those of consumer countries.

We are therefore making determined efforts to save energy.
Again, we know we have a particular Problem in the

need to rebuild the strength of our industries and make
them competitive,

What I have said about fighting inflation and about

adapting to change applies even more forcibly to us.

We are here to give a lead. To succeed in that I believe
that we should approach our problems in the realistic

spirit I have described.
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TCEYO

DRAFT FOR PART OF FRIIME MINISTER'S OPENING STATEMENT

We are only half way through 1979 but so far this year we
have had to watch the prospects for the world economy
deteriorate month by month. We began the year with a good
- chance of a better balance of growth between the major
szi? \ .~ countries and balance of payments surpluses and

l deficits also. There was greater currency stability.

'qQ175br22ﬂ~ | Because of what has happened on oil the prospects are now

f much worse, especially on inflation.

=/
2e For the second time in 5 years the vulnerability of the
world economy to deqéiopments on oil has been brought home to
us. The economic géowth which looked like a natural law in
the 60's looks a.fragile thing in the second half of the 70's.
This is a prﬂfog;d change for the developed countries. But
among the bigg;;t sufferers are the developing countries who
have no nil..;They lose through increased oil pmice;:-thrnugh
reduced world activity and through the fact that the
developed countries are less well placed to help them. All

this means more instability in the warld; both economically

and politically.

3. I believe the economies of the countries of the free
world have the resilience to surmount these difficulties, as
they did in and after 1974. But the room for manoceuvre in

economic policy in our countries has been reduced.
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4., In meeting here in these circumstances I believe we
assume a heavy responsibility. We imply that we can offer
leadership and guidance not only to our own countries, but

others. If we leave the impression that we are fail ing to

o e
o facs the facts, or are taking refuge in m_bugeﬂ

forﬁail‘fy‘ the state of the world will be worse when we leave
than when we came. I-@ﬁ‘ﬂﬁ&th—humbﬁz,asmmm
ﬁ seems to me that our best course is to make the position
on energy and the world economy clear in the simplest
language we can find; to say w@at we can do; but not to be
afraid to say adse what we Mt. do. We shall :i_uspire more

conf:.dence by combining realism with sa:npi-l-eu:a'

I _~ copfidenee—ig-what—the World-—badlyneeds. C

a

MWI do not want to anticipate the
detailed discussions we shall cexnkainly have about this but I
would like to pick crutLtwo w which Isee—as—« <
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important. rst L while we must do everyth.‘r.ng we can in the
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thfift—te.m., we have to prepare for the lang hau;z- For gvery
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= Llé must keep up, year after

year, £he effer® to reduce the dependence of.the-n.n.a'.na.-r Nu.

economies of Me~uuﬂ&__w uncertain sources of supply/es
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G. Se;pﬁfy, we should allow the price mechanism to do its

job @H in reducing demand and increasing supply,

@
., wuﬁé%msmg-dimactiun iat

A,n,) \VV ,—e#fectrs— r-'&u:&ﬁ:we have to face squarely the fact that
W / nuclear power is going to be needed on a large scale to fill

/":f\/ ; the energy gap. We nmust 1y our to developing it
and at the same time do all we. can to reduce CR-—Sliminats

— =

the risks associated with it. 4‘“{ %

o
7. fthe second ;%where a major W response is required
of us is gF inflation. I believe the lesson of what
happened to us from 1974 onwards is that we heve—ﬁ_s_-? fight
the inflation produced by oil price increases, and not
accommodate it. To do that we have to convince our peoples

#

that the oil price increase represents a loss of real income

e bqe o

8. This does not mean giving a low pziority £o growth. On

Juz,.) <) = \r_ﬁic;ntrary, Lt—nazaaa-pm the best fmm&a.tlc;n'far the

resumption of growthe And we will have to back that up by

which has to bg accepted.

doing all we can to improve the efficient working of s
Ehanse
. This too is—emediun Lerm—respense callx call:ls for sustained

e£tort. Q SRR VLT “‘h

9. I regard all the precepts to which I have referred as
applying to the United EKingdom. ﬂI.iketwn other countries

)
& Cpmranfig represented here, we are a major|energy producer b0t we see
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our interests as closely identified with cansungcountries-r
WWMM
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N his share of the effort. Again, J"we have a particular

.- problenm in the need to rebuild the strength and competitive
gffieiency of our industries Fm have said about
fighting inflation and about promesimgfiewibility of
response applies/to us aiso. I its—inmthat—spirit—that—=
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At her briefing meeting yesterday morning the
Prime Minister requested supplementary briefing on National
Seismic Stations (NSS) in the light of the American decision
(reported in Washington telno 1551 of 16th June) that it was
impossible on political grounds to find provision from US
funds for NSS on UK territory.

In our opinion, there is little indication of flexibility
in the American position over possible funding of UK NSS.
In view of the distinct possibility that the President will
wish to explore options on NSS in the margins of Tokyo, the
Prime Minister may wish to see our assessment of the more
obvious options, at Annex.

American officials continue to urge that the UK move
"more than half way" towards the Soviet demand for ten NSS
in the UK and dependent territories as the only way of breaking
the present impasse in the negotiations. The Prime Minister
may wish to ascertain whether the President would be prepared
to lend wholehearted support to any other option, particularly
in the light of his appeal to President Brezhnev to stop
obstructing progress by the unrealistic demand for ten NSS
on UK territory (UKDEL Geneva telno 214 of 20th June).

The Annex has been developed in consultation with
Foreign and Commonwealth Office officials, but you wish no
doubt wish to check whether the Foreign and Commonwealth Secretary
is content.

LT am e

B G Cartledge Esq
No 10 Downing Street
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I am sending copies of this letter to George Walden (FCO),
Martin Hall (Treasury) and Martin Vile (Cabinet Office).
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DATED 26TH JUNE 1979

PMVR(79)12 Supplement

26th May 1979

ECONOMIC SUMMIT, TOKYO
28TH-29TH JUNE 1979

COMPREHENSIVE TEST BAN (CTB) - UK NATIONAL SEISMIC
STATIONS (NSS) OPTIONS

Background Note

The US Administration has concluded that it was impossible
on political grounds to fund the provision of NSS in UK territory.
Consequently, unless the President can be persuaded to reconsider
this position, the option adopted by Ministers on 24th May of
offering four or possibly five NSS, but of financing no more than
one (or at most two) would appear to be foreclosed. The Americans

continue to urge that the UK should move "more than half way" to
the Soviet position.

2. The Prime Minister may wish to explore with the President
other options, amongst which are the following:

a. Restatement of our Present Position: There has been
no indication to suggest any weakening in the Soviet view
that this position is wholly unacceptable. The Soviets
could make a persuasive case that we were responsible for
preventing progress. Without more than the nominal
American support we have so far received for this position,
we could be hard pressed to counter this.

b. Reverting to Zero UK NSS: Our original proposal,
supported by the Americans, was for association with

the Separate Verification Agreement ESUA); we did not seek
equal rights (or obligations), though we did seek the

right to be involved in all aspects, notably the Joint
Consultative Commission (JCC). In principle this is still
our position, though we have conceded one NSS. Though

they have never explicitly rejected the idea of "association"
by the UK, by implication the Russian counter-proposal for
ten UK NSS does just this.

Vi
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Cs Withdrawal from the SVA: It is reported that this
possibility was raised at the Vienna Summit and that the
Russians indicated that they were not interested in this
approach. Bilateral exchanges in Geneva suggest that the
Russians would argue equality of obligation on NSS between
the three negotiating nuclear weapon states and that
membership of the SVA is not relevant. Since the prime
purpose of the SVA is to provide for confidence between

the two superpowers, and since we have no independent means
of testing, there might be a limit to the extent to which
the Russians could press for UK NSS were we to forego our
place in the SVA. US reaction would depend on whether we
could withdraw without prejudice to American NSS objectives.
UK withdrawal for the SVA could involve us in certain
penalties. Technically, under all possible verification
arrangements, we would be dependent upon data and information
from the US to satisfy us of Soviet compliance, and our
withdrawal should not affect this providing it was done with
minimal damage to the American negotiating position on
verification. On a political level, withdrawal from the SVA
could undermine our long-standing position on the importance
of arms control verification, particularly if it were argued
that we were not prepared to back this principle with
financial support. We would beexcluded from the JCC, where
consultations on. the whole test ban regime and its future
would take place. Our reduced status in the CTB arrangements
would contrast unfavourably with the leading role we have
consistently taken on nuclear non-proliferation.

d. To offer more than ome NSS but less than ten:
Negotiability would depend on wholehearted American support -
the general US view is that we should offer (and pay for)

six NSS. It would also depend on whether the Soviets would
in the event be prepared to drop equality of obligation and
by how much, there are some small signs of flexibility in

the Soviet position. If we were to make this offer in
principle and it were accepted, theremight be scope for
negotiating a reduction in the financial impact. The
possibilities include a selection of sites which minimise
practical difficulties and hence costs and a relaxation of
the timetable for UK NSS installations so as to push some
expenditure so far to the right that it would not be incurred
unless the Treaty were extended beyond three years.

An offer of six UK NSS would entail a willingness to bear

the whole costs because it is clear that the Americans are
unable to commit themselves to a financial contribution.

/ This
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This does not, however, rule out the possibility that,
if the UK funded the NSS and so led to the achievement
of a major objective of the US President, the US would
recognise this in the financial terms for other US/UK
co-operation inthe nuclear field.

e. To accept ten NSS: Not only would this option be

most expensive (even with cost reduction along the lines
indicated above), but it would represent a total concession
to the Russians, and one which neither they nor the
Americans are likely to expect.
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LINE TO TAKE

1. We recognise the importance of achieving ten NSS in the
Soviet Union.

2. Wholehearted American support needed if we are to budge
the Russians from demands for ten NSS in UK.

3. We have a strong case for being treated differently from
the two superpowers and see little justification to move from
oure present position of one NSS.

4. In the light of your discussions with President Brezhnev,
how flexible do you consider Soviets are prepared to be on NSS
in order to achieve a treaty?

5. There are a number of options. But many involve financial
commitment beyond that which we would consider justifiable. One
possibility would be a new UK negotiating position proposing UK
withdrawal from the SVA. This might serve to impress upon the
Soviets the unacceptability of their demands. We could re-consider
the issue in the light of further Soviet reaction. We would

welcome your views.

SECRET
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Foreign and Commonwealth Office

London SWI1A 2AH
26 June 1979
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International Nuclear Fuel Cycle Evaluation (INFCE)

At yesterday morning's Briefing Meeting for the Tokyo
Summit the Prime Minister enquired about INFCE. You may
therefore find it useful to have with you the enclosed paper
on the subject which is slightly more detailed than anything
the Prime Minister has seen so far,.

I also attach, in case it is of use, a paper on the
Japanese defence effort.

Yows 6w

G

P Lever
Private Secretary

Bryan Cartledge Esqg
10 Downing Street
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INTERNATIONAL NUCLEAR FUEL CYCLE EVALUATION (INFCE)

1. The International Nuclear Fuel Cycle Evaluation was

set up at American initiative, following the 1977 Downing
Street Summit, to examine ways in which the peageful uses

of nuclear energy can be promoted while minimising the

risk of ndclear weapons proliferation. It is due to report
in February 1980. More than 50 countries are participating,
including all Ueading industrialised states and a cross-
section of others. The United Kingdom is taking an active
part.

2. INFCE is a techpical rather than a political exercise.
There will be reports from eight working groups dealing with
different parts of the nuclear fuel cycle. These will be
advisory, rather than binding on Governments. There will be
no policy decisions or recommendations as such. Nor have

any technical "fixes" emerged, in the sense of new fuel

cycles which would be safe from being diverted to weapons
purposes. The overall conclusion of INFCE is Likely to be that,
while current nuglear reactors usin¥ uranium can meet most
needs for the rest of tﬁF‘century, ast reactors are Likely to
be increasingly necessary economically thereafter and that

R&D programmes for them, including the separation of plutonium
by reprocessing, will need to continue in the meantime.

—

3. At the outset of INFCE there was a clear difference of approach
between the Americans and Canadians on the one hand and most

of the rest of the industrialised countries on the other.

US policy was based on President Carter's determination to
elimipate the use of reprocessing and plutonium so far as
5ossible, and o —CoRCERTraTEoH THE "orte Throtgh" use of
uranium in nuclear power reactors. During INFCE this gap

has slightly closed. The Americans now seem Wwilling to accept
the need for some reprocessing. In this respect they have come
closer to the UK and French position, although they still do
not accept the case for reprocessing on environmental or waste
management grounds. But the FRG and Japan are also interested
in reprocessing for re-cycle in thermal reactors, about which
we and the French share American misgivings because it would
offer an argument in favour of early use of plutonium in

third world countries.

4. A further issue in dispute has been the future availability
of uranium. Here the uranium rich Americans take a rather more
optimistic view than the Europeans. They put less wight

on political factors which are important to those dependent

on imports; and are more prepared to include in their

forecasts estimated reserves which have yet to be fully proved.
Again, discussions during INFCE have produced some narrowing

of differences, and it should now be possible to find

/agreed
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agreed lLanguage.

5. As in all international discussion of nuclear energy and
non-proliferation, the nuclear haua=pats have pressed hard

for maximum access to the nuclear technology or at least

the provision of equipment and materials from the nuclear haves.
ALL the Tokyo Summit Governments share an interest in not yielding
to this pressure to the extent of breaking down the barriers

to proliferation of weapons technology.

6. Finally the Seven would probably all agree that some further
international discussions Will be needed after the end of INFCE
next year. The Americans may press for some kind of continuation
of INFCE itself under another guise. Others Like the French
Wwill resist this. We think it should be possible to build on
the results of INFCE and on existing institutions such as the
International Atomic Energy Authority (IAEA) to provide a
framework in which international discussions can continue,
perhaps with the aim of getting the main countries with an
interest in nuclear energy to subscribe to a common set of
principles about nuclear trade and non-proliferation although

we are only just beginning to explore our ideas on this with

our partners. One particularly important issue remaining

to be resolved, primarily between developed countries,is the
terms on whichuranjum suppliers will permit reprocessing and

the use of separated plutonium.
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JAPANESE DEFENCE EFFORT

1« Following the disbanding of the Imperial Army and Navy at
the end of the war, and a constitutional prohibition against
the maintenance of "war potential", Japan at first only
hesitantly built up her "Self Defence Forces". These now total
about 240,000 men (Ground 155,000; Air 45,000; Maritime 40,000),
Defence expenditure in 1978 was about $9 billion (0.93% of GDP).
The Japanese Government have repeateﬂlﬁ-hndertaken to keep
defence spending below 1% of GNP. But if they used the same
method of calculation aE—hato, which includes pensions, housing
and other "social® Expendzgare, this percentage would already

be exceeded; on that basis total Japanese defence expenditure
is 70% of the comparable figure for the UK.

2, While the Japanese are continuing to improve the quality of
their defence forces, there is no prospect in the near future
of a major increase in numbers or their role, which is
restricted to defence of Japanese territory and the immediate
approaches. The SDF are not deployed overseas. Although the
constitutionality of the SDF is still periodically challenged
in the courts, discussion of defence matters has become more
open and opinion polls show that the Japanese public supports
the existence of the SDF subject to civilian control and the
non-acquisition of nuclear weapons, (Japan ratified the Non
Proliferation Treaty in 1976.)

3. Japan's strategic defence is dependent on the American
"nuclear umbrella™ and the treaty relationship with the
United States. The Treaty of Mutual Cooperation and Security

Jof
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of 1960 has continued on a year to year basis since 1970.

45,000 American troops are based in Japan and there are
regular consultations at Ministerial and staff levels, and
guidelines for joint action in the event of hostilities.
There is joint training and the SDF's equipment is still
overwhelmingly American, often built under licence in Japan.
There is as a result a sizeable defence industry but Japanese
policy has been not to export weapons. However we have
managed to sell some equipment to the SDF, including Rolls
Royce propulsion units for the Navy, and hope to increase
sales as a means of reducing the bilateral trade imbalance.
FPossible items for sale to Japan include Harriejthe
FH70 Howitzer, and Chobham Armour, General Nagano, the

Chief of Staff of the Ground Self Defence Forces, is expected
to visit the UK in the spring of 1980 at our invitation.

Far Eastern Department
Foreign and Commonwealth Office
25 June 1979
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The High Commission in Ottawa haaﬁbacuu-anﬂed (Ottava telnn
o46) that the Prime Minister should be briefed to raise the
possible purchase of Airbus by Air Canada with Mr Clark in Tokyo.
This came taa lata tu*innluda inﬂ%hu‘furnal hriaf;ng for tha

~ Airbus 13105 (in.uhich.tha i): ' ltaku or Baeing ?ﬁ?a to
their fleet. Neither would have Holls Royce engines. The French
and the German Ambassadors in Ottawa are also suggesting that

their Heads of Government be briefed to encourage Mr Clark %o

- gteer Air Canada towards Airbus. It would be a major sales break-
through if Airbus could capture a second large North American
customer (after Eastern Airlines). If a suitable occasion arises,
it would be useful if the Prime Minister could support her European
colleagues in pressing the case for Airbus., It is in the long-term
interests of third countries that the US should not monopolise the
manufacture of civil aircraft, and the A310 is likely to be every
bit as good an aircraft as lta American competitor. Mr Clark might
react by asking if HMG would agree to change the previous admini-
stration's airports policy (which is at present under review) which
required Air Canada to move from Heathrow to Gatwick. But the
Prime Minister cuuld legitimately raplr_ﬁhat this is an entirely
separate issue.-’ AN - Py Vo
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AIRBUS

1. DUR IilG THE COURSE CF A CONVERSATION WITH MR MAZANKOWSKI,
—MHtSTER OF TRANSPORT, THIS MORMING 1| RAISED THE QUESTION OF THE

POSSIBLE PURCHASE BY AIR CANADA OF THE AIRBUS A310 AND SPOKE

STRONGLY IN SUPPORT OF THIS., THE MINISTER SAID THAT THE Tw0

OFFICIAL COMMITTEES SET UP BY THE PREVIOUS CANADIAN GOVERNMENT

HAD NOW REPCRTED AND THAT HE THCUGHT THE NEW GOVERNMET WOULD

TAKE A DECISION BEFCRE AIR CAMNADA'S NEXT BOARD MEETING CON 9 JULY.

HE COULD NOT, HOWEVER, INDICATE TO ME WHAT THAT DECISION WAS

LIKELY TO BE. :

2s IN THESE CIRCUMSTANCES IT LCCKS AS IF THE DECISION MAY BE CME
OF THE FIRST MAJOR ISSUES WHICH MR CLARK HAS TO FACE ON HIS RETURMN
FRCM TOKYO (SM1 CLM) AND THAT IT MIGHT THEREFORE BE VERY HELPFUL

IF IN TCKYO HE COULD BE INFORMALLY APPROACHED ON THE SUBJECT CF THE
AIRBUS, MY FRENCH AND GERMAN COLLEAGUES ARE REPORTING ACCORDINGLY
"0 THEIR GOVERNMENTS AND SUGGESTING THAT THEIR HEADS OF STATE MIGHT
USEFULLY BEAR THE AIRBUS ISSUE IN MIND AND SUPPORT THE A310 PURCHASE
IF AND WHEN THEY HAVE INFCRMAL TALKS WITH MR CLARK IH TOKYO

(MY EEC COLLEACUE IS RECOMMENDING LIKEWISE TO MR ROY JENKINS).

{ RECOMMEND THAT MRS THATCHER BE BRIEFED TO DO LIKEWISE.
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E :ng ; :ﬁll;:n. n.muﬁ , _ ﬁbﬁw:nung pr 1 M
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COVERING CONFIDENTIAL

Foreign and Commonwealth Office
London SWIA 2AH

22 June 1979

“E ;{ Criva 1 v
| Tokyo Despatches \\7 %

I enclose copies of despatches from our
Ambassador in Tokyo on Mr Ohira and on economic
policy towards Japan. The Prime Minister
may be interested to see them in advance of
her visit to Tokyo for the Summit.

.-
ah .
. ¥

J S Wall

B G Cartledge Esq
10 Downing Street
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BriTiISH EMBASSY.
TOKYO.

2 May 1979

The Rt Hon Dr David Owen MP

Secretary of State for Foreign and
Commonwealth Affairs

London S W 1 1“_'__“10 Hli]ﬁﬁ

___ DPESX CF. L8R | RECiE Ty
MOEX [ P [Action Toon]

Sir

MR MASAYOSHI OHIRA, PRIME MINISTER OF JAPAN

{ Mr Ohira has now been Prime Minister of Japan for more than
four months, but remains a relatively unknown figure to the western
world at large despite having occupied in the past the posts of
Finance Minister (1974 - 76) and Foreign Minister 1962 - 64 and\\
1972 - 74). He became Prime Minister in December 1978 as he

recently admitted much to his own surprise. In two months time

he will be presiding at the Summit meeting, though by then he may
have no less than three colleagues who have been heads of Government
for less long.

i Looked at through western eyes Mr Ohira has little charisma.
He is 69, country born, a bureaucrat turned politician, rather short
with greying hair, His mouth tends to turn down which gives him

8 slightly gloomy appearance, which is not improved by the fact that
in normal ecircumstances his eyes tend to be mere slits with the
result that he seems frequently to be asleep in the midst of Diet

LS., s 8
interpellations! But he can be animated in conversation, when his

/ eyes
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eyes light up and he has 2 nice sense of humour. To his friends

and colleagues he is called Oto-san, perhaps translatable as Big Daddy,
but although a Christian he has never affected the havit of a western
name, or indeed any familiar form of his given name, In conversation
with his Private Secretary we were both at a2 loss to know how his
Summit partners could find a short name to call him!l

3. His most precious gift in Japanese eyes is willingness to

gsearch longer than most to achieve consensus, though he is not afraid

to "go for bust"™ if he sees that consensus is impossible, His

pushing through of the 1979 budget exemplified this. He is a good
listener but a bad speaker. Indeed there is a clearly recognisable
advertisement on television of a man who in response to questions
never seems to get beyond the Japanese equivalent of "really",

"is that so", "ﬁell sesss" 8nd so on till with a2 flourish he produces
the goods from behind his back. In sum he is something of a father
figure and it is this apparent ponderousness which seems to endear
him to the Japanese population. Certainly his campaign when seeking

the Presidency of the party was very well received in the provinces

—

and he spoke more freely before those audiences than he does in the

Diet or on television. Perhaps like some other countries the
Japanese do not like their politicians to be too glib. In this
respect he is favourably compared with Mr Fukuda.
‘4. His performance so far as Prime Minister has been typical
of the man, There have been no dramatic gestures or events.

/ He

-0
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He quickly decided that his economic policy was all-important and
sought to enlist maximum support for his proposals. We in Britain
have thought him too conservative - that he should have gone for
higher growth, cut taxes, increased deficit financing and so on, but
he has judged his countrymen well. There is now almost unanimous
support for his judgment of what is possible without throwing
financial discipline to the winds. The result is growing confidence
not only that Japan is now fully emerged from recession, but also
that she cannot be knocked off course by the threat of a further oil
shock. There is also confidence (again not apparently shared in
Britain) that Japan's course for some time ahead, and 1 speak of up
to 1981 at any rate, is set and will be of continuing success in

all fields,

5. He lacks some of Mr Fufuda's knowledge of English, but I
personally wonder if this has not given rise in the past to
misunderstandings. His English was nothing like as good as people

thought. Mr Ohira understands a good deal of English and will

speak it for social purposes. He can make a speech from a written

text as he used to do to the IMPF and did to the Trilateral Commission
this week and be entirely understandable (this may be helpful for
prepared opening statements at the Summit), but in the cut and
thrust of discussion he will not speak in English, and in my view
Miould be unwise to try.
6. In fact of course he is not without experience of international
discussions of-the Summit type. As Pinance Minister in 1975 he
/chaired
Y
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chaired two Group of Ten meetings., He attended the first two

——

economic Summits, at Rambouillet in Novem“er 1975 and Puerto Rico

in June 1976, In the preface to the English translation of his
autobiographical work published last month and distributed by the

FPoreign Press Centre, he describes his deep personal appreciation

of the value and significance of summit meetings, and pledges his

efforts to make the Tokyo Summit fruitful and productive. His
.}

experience of pré;iaus summits has demonstrated to him, in his

words, that it is important for Japan to deal with international
economic problems with courage and good faith, and that summit
conferences, although they cannot solve the world's currency and
trade problems, nevertheless play a role in maintaining understanding
and trust. This balanced approach is consistent with Mr Ohira's
rhilosophy of avoiding dramatic gestures, He has written that it

- B
is better to eliminate wrongs than to take new initiatives._  He
e

has described his own goal as to go straight to the heart of the
matter, yet deal with it objectively.
1% As for his intentions towards Europe and the United Stztes
I cannot do better than send you what he said to the Trilateral
Commission. I believe it should give grounds for optimism about
his and Japan's policy. During his career lMr Ohira has consistently
shown himself to be persuaded of the central importance of the
Japan/US relationship. He has commented with appreciation on the
power of the United States (and has ascribed it in part to the
extent and boldness of US investment in research and development).
/ He
— g
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He has also however criticised the decline in the leadership
exercised by the United States in the world economy since the
suspension of the gold standard. Although the United States will

remain of prime importance for Japan, 1 believe that Mr Ohira is

ready to look on the contribution of other Summit participants,

and on Europe in particular, with an open mind.
I am sending copies of this despatch to H M Ambassadors at
Washington, Paris, Bonn, Rome, to the High Commissioner at Ottawa

and to Sir D Maitland in Brussels.

I am, Sir

Yours faithfully

Michael Wilfor

-5 -
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ECONOMIC POLICY TOWARDS JAPAN
SUMMARY

A= Japan has listened to the representations of ha

about her recent large current account surpluses. D

demand and import volume are up; export volume is

suwhdus has fallen dramatically. Aid is up. Policy is to
ensure a balanced and sustainable pattern of trade =2nd payments.
(Paras 1-4).

2. The current accouant may return to surplus. If so, we should
advocate medium-term adjustments not short-term palliatives.
Important changes in the character of the economy are already

in progress. %Paras 5-7).

B apan's surplus with Britain and the Community continues

to grow, despite some helpful moves by Japan. The Japanese
market is exceptionally difficult to penetrate although tariffs
are low and quotas few. There are a number of sectoral problems
which need to be addressed, but the fundamental problem is an
instinctive reserve about buying from outside Japan which
derives from history and the clannishness of Japanese society.

(Paras 8-12).

4. This is changing and Japanese leaders are encourzaging
change, but national outlooks take time to transform. We can
encourage change but cannot force the pace. (Paras 13-14).

7 o We should not discourage our exporters by over-emphasising
the difficulties of the market. There is room for much more
effort, especially by our largest companies. Returns can be
very respectable in the long run. The Japanese are interested
in many forms of economic cooperation with us. The market is
large and growing and becoming more open. (Paras 15-17).
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BriTisH EMBASSY,
ToKyO.

24 May 1979

The Rt Hon the Lord Carrington KCMG FC PC
LONDON

My Lord
ECONOMIC POLICY TOWARDS JAPAN

1. Much attention has been focussed in recent years on Japan's
balance of payments and on her commercial relations with the
Community and the United States. With the leaders of the
principal Western countries assembling in the Japanese capital
at the end of June, it may be timely to review the present
situation and to offer some suggestions for British poliecy both
towards the wider issues and on the promotion of our own
commércial interests here.

o Japan has been in substantial surplus on current account
since 1975 and we have argued that, as a result, she has taken
less than her fair share of the consequences of the recession
and has added to the strains imposed upon the world trade and
payments system by the surpluses of the oil producers. In
their dialogue with Japan her partners have generally pressed
four requests: the stimulation of domestic demand, the further
liberalisation of the Japanese market, the appreciation of the

yen (all of these designed to bring down the surplus on current

account) and an increase in aid and other net long-term capital
outflows.

L Japan's response has been substantiel. Domestic demand has
risen remarkably fast. The yen rose sharply in 1977 and 1978.
The Government several times attempted to slow the rise, but have
now been converted to the advantages of 2 fairly high rate and
have spent very heavily from the reserves trying to brake the
2
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recent decline, The deficit on long-term capital asccount last
year substantially exceeded the surplus on current account. Aid
disbursements rose by more than half (in dollar terms) and the
Government is well on course in its programme of doubling aid

in three years. The current account surplus fell by a third in
yen terms in 1978. 1In dollar terms, the fall was not very great,
but the fall this year has been dramatic. The current account
was in deficit in April. The Government and the leaders of
Japanese industry have campaigned to create an atmosphere
favourable to imports. Import volume has risen, imports of
manufactures have risen faster still and export volume has
declined; in real terms, the adjustment has been most striking.

4. The Japanese Government's commitments on the management of
the economy in the future were authoritatively stated recently

in Washington by Mr OChira. They will continue to seek economic
growth through the expansion of domestic demand rather than
exports. They will continue to encourage imports. And they

will work for a "balanced and sustainable pattern of international
trade and payments". Despite a tendency to stress the basic
balance (which is in deficit), the Japanese understand that they
must do what they can to ensure that any current account surpluses
are modest.

Se Neither I nor other observers are certain that recent trends
will continue. The recent weazkening of the yen has not only
restored much of the price competitiveness which Japanese exports
had earlier lost, but has also reinforced anxieties about
inflation which may inhibit expansionary policies. Savings still
greatly exceed investment and a return to current account surplus
is expected before long. The draft seven-year plan expects it

to continue for some time.

6. If this proves to be the case, it will be important that
Japan's friends should advocate medium term measures rather than
press her to take short term steps which could only be palliatives
and might serve to postpone the medium-term adjustments we need

2. /to see
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to see (a subject on which my Financial Attaché has initiated
correspondence with the Bank of England). Income tax cuts, for
example, would add to excess savings and, by increasing the
gigentic public debt burden, damage business confidence. Higher
growth targets are scarcely attainable anyway, but if achieved
would hardly make Japan an easier partner to live with.
Pressures for immediate results might only result in repetitions
of the recent emergency import schemes. An gconomy so large
cannot be re-oriented in the space of a fiscal year or two.

7. Iwportant changes are in fact in progress. The Government
proposes to increase Japsn's comparatively low tax revenues (by
the introduction of VAT next year) and to increase Government
expenditure on social security and infrastructure. This could
in time help to bring down the volume of savings to a level more
closely approximating to the likely levels of investment. The
increasing proportion of elderly people should alsoc have this
effect. The behaviour of companies is changing. Reliance on
bank finance, hitherto extraordinarily high, is being reduced
and companies are seeking profits rather than market share. All
these developments should, in time, make coexistence and competitio
with Japan more comfortable.

8. The underlying trends and the recent figures are therefore
for the most part very much in the direction we would want to
see. DBut there is one major exception, and it is unfortunately
in the area of most direct concern to us. Although the trade
deficit of the United States with Japan has been going down in
recent months, Japan's surplus with the Community has continued
to grow. As for the United Kingdom itself, our exports to Japan
in 1977 and 1978 grew faster than our exports to the world as a
whole, but our cover ratio did not improve and on Japanese
figures (our own are not available) the trade gap has continued
to widen this year.

9. Whatever the reasons for this (and the transport strikes
and other disruptions in Britain in the first three months of
this year have, of course, had an impact on our own figures), it

7, /is not
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is not the case that the Japanese have turned a deaf ear to the
suggestions made by the Community. The Commission pressed hard
for purchases of the Airbus. Japan has now bought six - and
indeed taken an aptinﬁ“ﬁh three more planes. We expressed concern
about Japan's new vehicle pollution standards. We were given &
three year grace period. Some pProgress has been made on other
sectoral problems though by no means all. European requests for
voluntary restraint on Japanese exports (most notably our own
request in respect of motor cars) have met with a universally
helpful response.

10. But the problem remains. The Japanse market is an extra-
ordinarily difficult one to penetrate. Language, culture and
business methods make it uniquely so among the advanced countries.
Obstacles of the traditional kind, such as tariffs and guotas,

are few, and will be fewer still when the results of the Tokyo
round are implemented. The Japanese can reasonably claim that
their country is, in these respects, as liberalised as any other
advanced country. Their bureaucratic reguirements and procedures

are however a problem and the Japanese increasingly recognise that
These chould be Simplitied and their standards brought more into

harmony with those prevailing in other countries. The Cabinet
itself has this week called for progress towards these
objectives.

41. The Commission should continue its discussions of sectoral
problems actively with the Japanese but we should not make toO
much of these problems. .In some cases, concessions of any
substance are politically almost jmpossible for the Japanese;
every country has its sacred cows (in this country, one of the
largest sacred cows is, appropriately, the leather industry).

In other cases, the difficulties can be surmounted by well ataffed-

and well organised firms. And even if every request we made
were agreed to, the total impact on the trade figures would be
far short of what is needed to transform the overall trading
relationship.
¥y
4.
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12. The problem of penetrating the Japanese market is a more
fundamental one. For reasons which can be traced to Japan's
centuries of total seclusion from the rest of the world, to the
autarkic policies by which she raised herself to the ranks of
the advanced powers over the last hundred years, and, above all,
to the unique clannishness of Japanese society, the Japanese
approach to commercial relationships is quite different from
that prevailing in Western countries. They accept dependence on
external suppliers only with the greatest caution (snd indeed
their external sector, exports and imports, is comparatively
small in relation to GNP). Equally, members of the Japanese
business world feel a sense of solidarity with and obligation
towards each other and do not lightly sacrifice each other's
interests for short or even medium-term commercial advantage.

13. This situation is changing. Government and industry leaders
alike recognise that it would be to Japan's advantage to achieve
a better degree of integration with other advanced economies.
Horizontal division of labour is now the watchword. The Japanese
are now beginning to understand that they cannot expect to be

the workshop of the world, importing only fuels, food and
materials. They appreciate that continued export growth will

not be acceptable to their partners unless accompanied by a more
than equal rate of growth in manufactured imports.

1. But for this to work through to grass root levels will

take a long time. National outlooks are not transformed overnight.
We can help to foster the process. The way to do it is to
encourage ordinary Japanese to believe that it is good for Japan

to be fully integrated into the world community. We have to
convince them that we are offering a permanent partnership, that
we regard them as eguals and mean to treat them with understanding

and consideration. Attempts on our part to force the pace might

only slow it down. The Japanese are not in much awe of us in
Eurcope and do not in any fundamental sense feel dependent upon

US.

15. Public pronouncements addressed to the Japanese are at least
as audible in Britain as they are in Japan. There is a constant

63 /risk
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risk that public emphasis on the difficulties of the market

and the need for change will merely discourage our own businessmen
from making the effort that the market requires, There is some
truth in the Japanese claim that we do not try hard enough in

the sense that many British businessmen cannot, or will not,
recognise that they must do more to succeed in Japan than in
other markets. This said, I realise that many companies have

put in quite an effort over the past few years and they have been
given exceptional support by the government services. But we
need to do still more and this applies especially to some of our
largest companies, which are the best able to invest in the
cultivation of the market. They need long-term group strategies
for Japan and new products to fit this market's needs, Returns
can be very slow in coming, but they can be very respectable

when they do come for all the difficulties I have outlined

above.

16. There is also a growing interest in Japan in other forms
of economic cooperation: in investment in Britain, in such forms
of cooperation as the proposed BL/Honda arrangements, in joint

industrial development such as the Rolls Royce aerocengine (RB 432)

project and in collaboration in large third country projects.

4 I hope that while we continue to work away (largely through
the Commission) at the obstacles we encounter in certain sectors
we will give renwed encouragement to British businessmen to
investigate thoroughly the opportunities which Japan presents.
Japan is a stable country. The Japanese market continues to grow.
1f, as I have suggested, it will also continue to change in the
general direction of openness, it must be of great importance to
us.

18. I am sending copies of this despatch to the Chancellor of the
Exchequer, the Secretary of State for Industry, the Secretary of
State for Trade, the Governor of the Bank of England, the United
Kingdom Permanent Representatives to the European Communities

/and the
6.
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and the OECD and Her Majesty's Representatives i

capitals and in Washington,

I am, My Lord
Yours faithfully

Mo &

Michael Wil
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SECRETARY OF STATE FOR ENERGY
TH ES HOUSE SOUTH

i 1P 4QJ
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Bryan Cartledge Esqg /‘_D .W
Private Secretary to the

Prime Minister A
10 Downing Street 1ﬂu
LONDON
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ECONOMIC SUMMIT - TOKYO 28/29 JUNE 1979

I enclose herewith D/Energy briefing for the
Prime Minister for next week's Summit in Tokyo.
This brief has not been seen by my Secretary
of State. He will be looking at it over the
weekend and may have comments at the briefing
meeting on Monday morming.

W J BURROUGHS
Private Secretary
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INTERNAT IONAL ENERGY AGENCY (I1EA) AND THE SUMMIT

1, THERE ARE MOUNTING FEARS WITHIN THE 1EA SECRETARIAT THAT ONE
OUTCOME OF THE TOKYC SUMMIT WILL BE A NEW ENERGY GROUPING IN WHICH
THE FRENCH WILL PARTICIPATE AND FROM WHICH THE IEA WILL BE EXCLUDED
AT A POLICY MAKING LEVEL, |

L]
2, A HASTILY DRAFTED AGENCY PAPER JUST RECEIVED (COPIES BY BAG)
SETS OUT TO REMIND SUMMIT COUNTRIES THAT QUOTE A MNEW INSTITUTIONAL
APPROACH HAS SEVERAL RISKS UNQUOTE. IT CONTINUES ON THE LINES THAT
EXCLUSIYE COOPERATION WITH THE SEVEN WILL INEVITABLY LEAD TO
DISCCURAGEMENT AMONG THE SMALLER COUNTRIES. THE WASHINGTON
CONFERENCE ESTABLISHED THE IEA AS AN INSTRUMENT TO BRING ABOUT
POLITICAL CONSULTATION, THE CREDIBILITY OF A TOTALLY NEW APPROACH
WITH THE SAME OBJECTIVE AS WELL AS THE CREDIBILITY OF COORPERATION
WITHIN THE AGENCY WOULD BE QUESTIONED. QUOTE THUS THE MOST EFFECTIVE
NEW MCMENTUM TO THE POLITICAL CHARACTER OF COOPERATION MIGHT BE
FOUND BY CONVINCING FRANCE THAT THE ENERGY SITUATION HAS AGGREVATED
I A WAY WHICH JUSTIFIES FRANCE’S ACCESSION TO THE IEA UNGUOTE,

3. IN PRIVATE THE SECRETARIAT ARGUE CONVINCINGLY THAT THE I1EA IS
THE ONLY. MECHANISM WITH A PROVEN CAPABILITY TO MOMITOR THE OIL
SITUATICN ON A WIDE FRONT. |ITS STAFF ARE TRAINED AND ITS COMPUTERS

PROGRAMMED, IF THEREFORE THE FRENCH ARE NCW CONVINCED OF THE NEED TO
CONCERT ACTION ON EMERGY THEY SHOULD BE PERSUADED TC PARTICIPATE
IN THE J1EA IN SOME FORM,

4, WE HAVE MADE TO THE SECRETARIAT THE POINT THAT THERE ARE
SEEMINGLY INSURMOUNTABLE PCLITICAL BARRIERS TO FRANCE JOINING THE 1EA
NOW. LANTZKE (EXECUTIVE DIRECTOR) AND OTHERS APPEAR TO ACCEPT THAT
WHAT MIGHT EVENTUALLY BE NEEDED 15 AN ENLARGED IEA (INCLUDING FRANCE)
WORKING UNDER A NEW HAME WITH A REVISED SET OF RULES BUT BASICALLY

Sy v
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STATEMENT OF THE TRADE UNIONS TO THE TOKYO MEETING OF HEADS
OF STATE AND GOVERNMENT

JUNE 22, 1979

1. The decisions adopted by the Heads of State and
Government at Bonn a year ago have yielded some positive

results, especially during the early stage of their

implementation. These decisions were, however, not
far-reaching enough to provide a coherent strategy for
full employment and growth. Even if an aggravation of the
energy crisis had not confronted both the industrialized
and the developing countries, the positive effects of the
Bonn Meeting were not sufficient to promote a sustained
recovery leading to full employment, which is the main
concern of the trade union movement. But they have shown
clearly enough that concerted action can be productiwve, and
the Heads of State and Government meeting in Tokyo are
urgently requested to pursue this course of action and
broaden its scope.

2. The limited development after the Bonn Summit was
accompanied by a new aggravation of inflation. This confirms
that restrictive measures do not have the lasting effect that
has been the basic argument for such policies. It also
revealed even before the sudden increases of oil prices, that
the structural forces of the current recession - including
the influence of market-controlling forces and especially the
multinational enterprises on the price mechanisms and the way
profits are transformed into productive investment - are much
stronger than generally assumed. It would, therefore, be
very dangerous to try and fight this new wave of inflation by
more deflationary measures which would only aggravate the
threat of a new wave of recession and seriously increase
unemployment.




2. Unemployment has on the whole grown much worse
during the last year, despite some improvements in a few
industrialized countries. Medium—-term projections show,
furthermore, that the prospects for the future are now dimmer
than after the Bonn or the London Meetings. There has been

no real relief for distressed regions and sectors and for the

hardest hit categories of workers, such as ethnic minorities,

youth, certain groups of women, older workers, the
long-duration unemployed, the handicapped etc. At the same
time, in certain areas alarming shifts have taken place

towards long-duration unemployment as well as from unemployment
of the second or third wage-earner to the unemployment of the
head of the household (whether male or female, married or
single). The longer the recession lasts, the greater is the
danger that unemployment will bring about social disintegration
reminiscent of the 1930's. Any attempt to dismantle the
existing social safeguards for the sake of grater flexibility
aggravates this danger.

4, No serious efforts have been made during the past
year to improve the situation of the developing countries.
Unless major efforts are made to straighten out the present
drift, there is a danger that the targets of an international
economic and social order, as envisaged by the international
free trade union movement and other international organizations,
will not be achieved. Difficulties experienced by the weaker
economies have grown bigger. Remedies prescribed to countries
in difficulties by economically stronger countries and
international institutions have not been adapted to the real
situation. Measures imposed by the International Monetary

Fund have in certain cases endangered the future of democracy.
The seven countries meeting at Tokyo should set up a commission
of enquiry, with the participation of the trade unions and
other social groups, into the policies and practices of the
IMF.




5 Growth in one area alone cannot be sustainable
unless there is a balanced over-all development. In the
OECD area, specific policies should be vigorously pursued

to help the weaker economies. The participants at the Tokyo
Summit should recognize their special responsibility for
global development and further elaborate a coherent common
strategy, elements of which were agreed to at the Bonn
Meeting.

6. A severe aggravation of the energy cerisis, which
probably is still far from having reached its peak, has
dramatized the need for much bolder, more sophisticated and
more selective policies than those pursued hitherto.

T Both the persistent recession and many of the
measures adopted in order to overcome it put a great strain
on the workers. Trade unions should everywhere be fully
accepted as bargaining partners for the immediate and longer
term benefits of their members. In the developed industri-
alized societies, the question of the day 1is of establishing

and consolidating appropriate mechanisms through which the

trade unions participate at all stages of economic decision
making in order to reduce the strains caused by the present
situation, and to devise suitable remedial actions,

consultations with trade unions must be strengthened at all

levels, including the international fora.

EMPLOYMENT AND ECONOMIC GROWTH

B. Full employment must be the immediate goal of all
economic policy. It requires sound economic growth, with
each country developing its own growth path in co-ordination
with other countries. The aim of full employment cannot,
however, be achieved by growth alone. Far-reaching structural
changes and selective investment and employment policies,
including direct job-creation programmes, are equally needed.




Such policies should be developed both nationally and in
co-operation between countries. National authorities and
international bodies should be directed to analyze the
employment implications of all economic policies and measures
in such a way as to maximize their job-creating potential and
limit their adverse effects.

9. It cannot, however, be a gquestion of growth as such
but of growth which is socially meaningful and which does not
impair but rather enhances the quality of life, including the
living and working environment. If governments pursue
restrictive and uncoordinated fiscal, monetary or expenditure
policies, no significant job creation will be possible.

Trade unions do not, however, call for an indiscriminate
stimulation of demand. Together with the creation of
meaningful employment, the conservation of natural resources
and the environment must be central obijectives for a planned
and co-ordinated expansionary policy.

i3 Growth and employment creation should be responsible
and purposeful, with an over-all level of demand that makes
full employment possible. 1In general, governments have to
take all measures needed to assure a sufficient and selective

increase of internal demand.

11 Expansionary and anti-inflationary policies are not
mutually exclusive. Four interelated courses of action are
needed :

(a) a wide range of selective actions directed at
specific factors of the price behaviour, especially
through more effective anti-trust, selective

credit policies and more careful monitoring of
prices; in the fight against inflation, governments

should not place greater emphasis on indirect

taxation of basic goods;




(b) structural reforms designed not as a
substitute for but as a driving force of healthy
economic growth, the basic criterion of their
effectiveness being the guantity and quality of
employment they create;

(c) a comprehensive governmental investment policy
aiming both at stimulating investment and at
directing it to those sectors and areas where it
is most needed from the point of view of economic

recovery; and

(d) co-operation with the countries producing raw
materials as well as policies aiming at a
diversification of supplies and their more rational
use, including scientific and technological
research.

12, A great number of new jobs can be created in the
service sector, especially in public services. These need
to be considerably expanded, not for their own sake but to
meet urgent needs for better health care, education, housing,
infrastructure and environmental control. The expansion of
services must be combined with a great variety of measures
strengthening the manufacturing industry so as to maintain a
balance between the secondary and tertiary sectors.

13. An over-all objective of reducing working time by
10% without loss of income should be achieved in the near

future. The rapid pace of technical progress has made this

perfectly feasible. Depending on national conditions, it

can be obtained through different measures such as a reduction
of the working week to 35 hours and no more than five days,

an extension of the annual holidays, earlier retirement with
full pension, raising the school leaving age, and extending
the right to time off for wvocational training and education.
In this process, a special effort will be needed to harmonize
working time throughout the industrialized part of the world.




14, It is urgent to intensify a process of international
harmonization of labour standards and a more wide-spread and
consistent implementation of ILO Conventions and
Recommendations to promote living standards, employment and

growth in both developed and developing countries. The fact

that there are differences in labour standards among countries
at comparable levels of economic development and strength has
a protectionist effect which may lead into a proliferation of
safeguard measures. Sustained efforts should be made to
harmonize not only working hours but also the standards of
social security, health and safety, working environment and

trade union rights.

ENERGY

1557 Energy has particularly aggravated the economic
recession, with uncertainties of future prices and supplies
making investors cautious in all sectors and dampening
economic activity in a disastrous way. There is, furthermore,
a8 growing realization that increases in the price of enerqgy
and, in particular, oil do not necessarily result in a
greater availability of supplies. The present nationalistic
policies of "sauve qui peut" are no guarantee of adequate

and regular supplies of energy in the future.

16. An increase of the profits of oil companies does
not guarantee that they would invest more in exploration
and research so as to increase the available supplies. Only
a fraction of these profits is used for this purpose while
most of them are diverted by the companies to take over
enterprises in other sectors. Therefore, governments must
assume much greater responsibility of investment policies
and of a planned development of new and greatly diversified
sources of energy. There will also have to be investment
in research on different sources of energy for different
purposes.




E7. A more economic use of energy will not be achieved
merely through higher prices. Higher energy prices will also
have deep and contractive effects on the economy as a whole.
Energy conservation must be made mandatory and stringent
standards must be laid down through legislation and
regulation, wherever necessary complemented by a number of
measures facilitating the conservation of energy. Recent
price increases demonstrate that the criterion proposed by
the International Energy Agency (the cost of saving a certain
amount of energy compared with the same amount of imported
0il) is inadegquate. Conservation concerns the future as

well as the present balance between supply and demand. The
current cost of conservation must be seen against the future
prices of oil which are liable to grow. Moreover,
effectiveness of present conservation measures will affect
the future cost of imported oil and gas.

18. Investment in energy saving technology will also
have to contribute to improving the general employment
situation. Measures needed call for a large scale rehabili-
tation of public transport and energy-saving standards in
the housing sector. Throughout the manufacturing sector,
there are many specific possibilities for shifting from
energy intensive processes to more energy-saving production
methods.

19. The effects of the oil price increases are

particularly damaging to developing countries whose means

and resources to cope with the growing cost of their
projected development plans are extremely limited.
Conservation measures and alternative energy sources

cannot by themselves solve the already present and
aggravating energy crisis. The immediate short-term cricis
makes it necessary for the industrialized countries to
urgently put their own house in order through a collective
approach. It is therefore proposed that the Heads of States
and Government meeting in Tokyo recommend to industrialized
countries that they co-operate in order to arrive at a common




approach and organize a constructive dialogue leading into

better arrangements about prices and supplies with the oil

producing countries.

DEVELOPMENT POLICIES

20. The industrialized and the developing countries
will have to engage in serious negotiations about their
respective contributions to a common endeavour to bring
about genuine and mutually beneficial social and economic
development and eliminate the gap separating them. There

is a need for development policies aimed at an international
economic and social order which also comprises large scale
national economic and social reforms and in which trade
unions and other institutions play a key role in ensuring

a broad distribution of the benefits of progress, especially
to the poorest countries and the poorest groups.

21 With the production of primary commodities
"living off the land"” (with the direct producer having also
to engage in subsistence agriculture to make a living), a
vast area of the developing countries' economy tends to
perpetuate archaic production structures instead of
stimulating the creation of dynamic domestic markets. The
agreement between industrialized and developing countries
concluded at UNCTAD II, more than ten years ago, for the
establishment of an internationally guaranteed minimum
agricultural income has remained a dead letter. This
failure is all the more deplorable as the experience that
would have been gained could have been used to extend the
same principle to the workers occupied in the production of
non-agricultural commodities.




22. Manufacturing tends to impair the development of
domestic markets and perpetuate the existing unjust economic
and social structures unless goods of the same nature and
quality are produced both for domestic consumption and
export. Exclusively export-oriented industries whose
workers cannot afford to buy their own products live "off
the land" as well.

23. Unless the industrialized countries put their own
house in order, all their development policies run the risk
of declining. Important corrective measures and new
orientations can, in any event, be introduced also at this

time. These encompass the following areas :

(a) There is an urgent need for transparency
studies on the entire chain of transactions in
the commodities trade to eliminate the possibilities

of buying from the direct producer when the price

is at its lowest and selling to the final consumer
when it is at its highest. Markets and world
market prices have also to be negotiated for
industrial sectors where the exploitation of low
labour standards and multinational pricing
mechanisms destroy the balance between supply and
demand and threaten to wipe out entire national

industries.

(b) It is necessary to stabilize raw material
prices in the framework of a common fund at a level
which gives a fair return to the producing
countries and induces sufficient investment for
sustained supplies. Taking that common fund as

a global approach, it still has to be applied
product by product. A aystem which includes the
mutual advantages to all partners, such as the
Stabex-system of the Lomé Convention, should be

introduced for this purpose.




(c) International trade arrangements should aim

at meeting the persistent employment problems of
the day. Specifically, the safeguard system of
GATT should contain a social clause. A tripartite
committee should be established under the auspices
of GATT to report on developments in trade,
employment and social conditions, with the purpose
of promoting negotiated improvements.

(d) In order to eliminate the negative effects of
the activities of multinational enterprises and

to orientate them to make a contribution to economic
and social development, the instruments designed

to control the activities of these enterprises
adopted by the OECD and ILO, and currently prepared
by the United Nations, have to be made effective
through national and international implementation

measures where the trade unions have an important

role to play. Procedures should be worked out for
reporting and consultation on a global level
between multinational enterprises and governments

and trade unions.

(e) Increased intergovernmental co-operation is
needed to restrain the tendency of international
banking to operations that impair economic recovery
and development policies in all countries.
Appropriate international instruments should be
agreed upon to eliminate the existing banking
havens and to subject the affiliates of inter-
national banks to rules and regulations that apply
to national banks.

(f) Development assistance can be considerably
increased if the donor countries agree on a set of
criteria on which their participation is based.
Their ability to contribute depends, apart from
the Gross National Product, also on such factors




as the balance of their trade in manufactures with
the developing countries (with some industrialized
countries being net exporters while others are net
importers). As an immediate step, it is essential
that all industrialized countries commit themselves
to honouring the target of 0.7 % of the GNP as
Official Development Assistance, in accordance with
a strict timetable, and also bind themselves to
increasing this assistance to 1 % of the GNP in the
foreseeable future.

(g) Industrialized countries should carefully survey
their unutilized productive capacities in order to
match them with the import needs of developing
countries that remain unsatisfied due to balance of
payments difficulties. Specific industry-by-industry
programmes could be undertaken. For this form of
development assistance, various means of financing,
both private and public, must be combined and

blended in new ways.

24, A massive transfer of resources to the developing
countries is indispensable. The demand for goods in these
countries has resulted in swiftly growing indebtedness which
cannot go on forever. Resource transfers will have to be

linked with improved living and working standards to provide

for the basic needs of the population in these countries.

The guality of growth in the developing countries is paramount
importance for creating balanced development and new markets.
Growth will have to be accompanied by a redistribution of
income and wealth nationally, in order to create the necessary
domestic infrastructures and demand in the developing countries.




DEPARTMENT OF INDUSTRY
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2 2 June 1979

Tim Lankester Esg
Private Secretary to the
Prime Minister

10 Downing Street
LONDON Sw1
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Thank you for your letter enclosing a copy of
Sir Kenneth Keith's letter to the Prime
Minister.

As far as I am aware, the brief from the Foreign
and Commonwealth Office does contain a reference
to Rolls-Royce collaboration with Japan, but,

in any event, I enclose a supplementary brief

on the subject. ;ppies go to Tom Harris, Paul

Lever and MartinVfile.
[MM
PETER MASON
Private Secretary




ROLIS-ROYCE COLLABORATION WITH JAPAN

POINTS TO MAKE

1 HMG is aware of, and welcomes, the Rolls-Royce
discussions with Japanese companies on a new aero-
engine. =

———
P It is at this stage, a2 matter for the commercial
judgment of the companies to establish a basis for
both collaboration and launch of an engine. We believe
this must be done thoroughly and will take time.

3 HMG's view of the project will also depend on the
outcome of the discussions.

BACEGROUND

Following a long period of discussion with the Japanese

on the joint development of a new commercial sero-
engine, Rolls-Royce signed a lemorandum gf Understanding
Wi three Japanese companies in January 1979. This
covered preliminary investigation of tThe technical and
marketing aspects of a new sero-engine in the 7 to 9-ton
gize range. BSuch an engine would essentially be ]
RB432, which has been under limited development by
Rolls-Royce as a replacement for their Spey engine for
some time, although the Japanese have also carried out
development work aimed at producing an engine of the
same size.

The MOU did not commit Rolls-Royce or HMG (or the
Japdfiése)] to collaboration on Taunch of the engine.

It did provide a framework for Rolls-Royce and Japanese
companies to consider whether collaboration was possible.

The Japanese are anxious to enhance the position of

the Ja se aerospace industry, and collaboration with
countries possessing the reguired technology is an
essential part of the policy. Thus a number of the
Japanese companies are collaborating with Boeing on

the new B767, and there are a number of licensihg
agreements between Japan and the major US aero-engine
firms, General Electric and Pratt and Whitney and

also Rolls-Royce. Japanese interest in joint development
of the RB4%2 is consistent with this, and if Rolls-Royce
are not partners, the Japanese will probably turn to

the US ¢ompanies.ﬁ For Rolls-Royce, collaboration could
substantially reduce the cost of launching a new engine.




While Rolls-Royce are anxious to proceed with their

discussions with the Japanese, both the market and

the funding of developmeny (even on a collaborative

basis) present 5. The market for an RB4Z2

type englne remains uncertain; Rolls-Royce will have

difficulty finding the finance to undertake major

development, and recognise that there is no commitment

from HMG to help. Conseguently, Rolls-Royce would

prefer decisions to be delayed but without discouraging

the Japanese. Rolls-Royce would, in any event, require
CE-_"IthE approval of HMG before launching the development

of a new engine.

As regards purchases of Ajirbug by Japanese airlines,

in particular All Nippon Airlines, the current position
is not clear; while one domestic eirline TDA has already
bought & A300s with General Electric engines, the
important stake Japanese industry has in the new Boeing
programmes would suggest a predigposition to lock to
the US for further requirements. ANA use Holls-Royce
ehigines on tneir Lockheed Tristars and a major UK
objective should be to ensure that whether ANA buy
Airbus or Boeing,Rolls-Royce engines &re specilied

ATR DIVISION
Department of Industry
22 June 1979







10 DOWNING STREET

From the Private Secretary 22 June 1979

We .have just received the enclosed

letter from Sir Kenneth Keith about possible
future Rolls Royce contracts with the Japanese.
Sir Kenneth says in his letter that details
are covered in the Prime Minister's brief
for Tokyo. The briefing which we have so far

' received does not apoear to do so; I would be

| grateful if supplementary briefing could be

| prepared as necessary.

I am sending copies of this letter to
Tom Harris (Department of Trade), Paul Lever
(Foreign and Commonwealth Office) and Martin Vile
(Cabinet Office).

T. P. LANKES

Peter Mason, Esq.,
Department of Industry.




22 June 1979

I am writing on behalf of the Prime
Minister to thank you for your letter of
today's date. 1 will place your letter
before the Prime Minister before she leaves

for Tokyo.

Sir Kenneth Keith




ROLLS-ROYCE LIMITED

65 Buckingham Gate, LONDON SWIE BAT
SIR KENMNETH KEITH Chairman Telex: 918091 Telephone: 01-222 8020

22nd June, 1979.

LLAAﬂ ﬁilgﬁfu A thﬁhx haljﬂ .

I know you have many issues to discuss with the
Japanese Prime Minister in the course of the forthcoming
Summit. I hope, however, that you will be able to
to Mr. Ohira Qr to Mr. Esaki that you are aware of our
ongoing discussions with the three leading Japanese aerospace
manufacturers and the Japanese Government - details of which
are in your brief.

Although we wish to make haste slowly, it is very
important to ensure that it is with uys and not with the
Americans that the Japanese build their next engine. An
expression of your Government's interest in a successful
outcome of our discussions would be most helpful.

I have made clear to the Japanese that significant
steps still haye to be taken, notably to establish a sound
commercial basis for any launch commitment. It is also
absolutely clear that at this stage there is no commitment to
launch, but only to pursue the conditions on which such a launch
could be justified. A launch, in any case, would be a
considerable time away.

Secondly, there are indications that the Japanese may
raise the question of further purchases of Airbus. You should
be aware of our interest In their buying RR-engined Airbuses
which, from their point of view, would have the merit of engine
commonality with the L-10l11 aircraft currently used by All
Nippon Airlines.

I hesitate to trouble you with such matters, but there
are not many substantial opportunities for direct trading
relations with the Japanese and these do now arise in the
aero-engine field.

The Rt. Hon. Margaret Thatcher, MP.,
10 Downing Street,
5.WN. 1.

COMPANY NUMBER 100074 REGISTERED iM INGLAND BEGISTERED GFFICH 3 BUCKINGHAM GATE, LONDON SWIE SAT
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Tokyvo Summit

I enclose a copy of a statement which affiliates to the
Trade Union Advisory Committee to the OECD (which includes major
European and Japanese national trade union centres) intend to
present to the Japanese Prime Minister on 22 June as their
contribution to fhe discussion at the Tokyo Summit. The British
representative will be Mr Tom Jackson, this year's Chairman of the
TUC General Council and Genera ecretary of the Union of Post
Office Workers.

The main elements of the statement are calls for:

The strengthening at all levels of consultations with
trade unions;

Full employment as the immediate goal of all economic
policies;

The creation of new jobs in the service sector, especailly
in public services;

10% reduction in time worked without loss of income;

Mandatory energy conservation with much greater Government
involvement in investment and energy;

A consumer/producer dialogue;

The establishment of a tripartite committee under GATT
auspices to negotiate improvements to international
trade arrangements, including the safeguard system;
Control of the multinationals and private banks;
Immediate compliance with the 0.7% target for ODA within
a specified time scale with a commitment to go up to 1%
in the foreseeable future;

A commission of enquiry, with trade union and other
participation into the policies and parctices of the IMF.

There is no indication how these steps should be paid for.

It has become conventional for the European Trade Unions
Congress (ETUC) to lobby Presidents of the European Council

/ before

Mike Pattison Esq
CONFIDENTIAL
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before meetings of the European Council and, with representatives
of the American and Japanese trade unions, to meet the head of
the host Government before world economic summits.

/]
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( . STAPLVENT OF THE TRADE UNIONS TO THE TOKYO KEEYTING OF HEADS CF
STATE AL GOVERNLIENT

JUNE, 1979

& The decisions adopied Ly the Heade of State and Goverament
2t Bonn a year ago have yielded some positive results, especiilly
during the early stuge of their implementation. These decisions
were, however, not far-reaching enough to provide a coherent
strategy for full employmeni and growth. Even if an aggravation
of ihe encrgy crisis had not confronted both the industriaiized
and the developing countries, the positive effects of the Bona
lleeting were not sufficient lo promote a sustained recovery
leading to full employment, which is the main concern of the
trade union movement. But they have shown clearly enocugh that
concerted action can be productive, and the leads of State an?
Government meeting in Tokyo are urgently requested to pursue

this course of action and broaden ils scope.

2. The limited development after the Bonn Summit was
accompanied by a new aggravation of inflation. This confirms

that restrictive measures do not have the lasting effect that

has been the basic argument for such policies. It alsc revezled
even before the sudden increascs of oil prices, that the
structural forces of the current recession - including the
influence of market-controlling forces and especially the
multinational enterprises - are much stronger than generally assumed.
It would, therefore, be very dangerous to try and fight this new
wave of inflation by more deflationary measures which would only
aggravate the threat of a new wave of recession and seriously
increase vnemployment.

3. Unemployment has on the whole grown much worse during

the last year, despite some improvements in a few industrialized
countries. Medium-term projections show, furthermore, that the
prospects for the future are now dimmer than after the Bonn or

the London leetings. There has been no real relief for distressed
regions and sectors and for the hardest hit categories of workers,
such as ethniec minorities, youth, certain groups of women; older
vworkers, the long-duration unemployed, the handicapped cte,
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At the ssme time, in certain areas alarming.shifts have tuken
place towards long-duration unemployment as well as from .
unemployment of the second or third wage-carner to the -
unemployment of the head of the household. (whether male or
femele, married or single). The longer the reces ssion lasts,
the greater is the danger that unemployment will bring about
social disintegration reminiscent of the 1930's. Any attempt
to dismantle the existing social safeguards for the sake nf
grater flexibility aggravatles this danger.

4. No seriocus efforts have been made during the past year

to improve the situation of the developing countries. Unless
major efforts are made to straighten out the present drift, there
is a danger that the targets of an international economic and
social order, as envisaged by the international free trade un
movement and other international organizations, will uot be i
achieved. Difficulties experienced by the weaker economies have
grown bigger. Remedies prescribed to countiries in difficulties

by economically sironger countries and international institutions
have not been adapied to the real situation. Measures imposed

by the International Mﬂnetary Fund have in certain cases endangerec.
the future of ﬂemacracy. The seven n countries mestlng at Tokyo
shauld set up a cq__;gg;gn_nf,gnqulry, with the partlclpatlnn
nf the trade unions and other social groups,

end vpractices of the IINF. Al

—

Be Crowth in one area alone cannot be sustainable ur.less.
there is a balenced over—all development. In the OECD area,

specific policies should be vigorously pursued to help the
weaker economies. The participants at the Tokyo Summit should
recognize their special responsibility for global development

and further elaborate a coherent common strategy, elements of
which were agreed to at the Bonn lieeting.

6. A severe aggravation of the energy crisis, vhich
probably is still far from having reached its peak, has
dramatized the need for much bolder, more sophisticated and
more selective policies than those pursued hitherto.

p=
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(. Te Both the persistent recession and many of the measurec
adopted in order to overcome it put a great strain on the
workers. Trade unions should everywhere be fully accepted as
bargaining partners for the immediate and longer term benefits
of their members. In the developed industrialized societies,
the question of the day is of establishing and consolidating
apvropriate mechanisms through which the trade unions
participate at all stages of economic decision making in order
to reduce the strains caused by the present situation, and '
to devise suitahle reredial actions, consultations with trade
unions must be strengthened at all lé;gié;-iﬁgiﬁding_Qhé*r ¥

international fora.

EMPLOYKENT AND ECONOMIC GROWTH

8. _Full employment must be the immediate goal of all
economic policy. It reﬁﬁires sound economic growth, with each
country developing its own growth path in co-ordination with
other countrizz. The aim of full employment cannot, however,

be achieved by growth mlone. Far-reaching structural changes
and selective investmznt and employment policies, including
direct job-creation »rogrammes, are equally needed. Such policies
should be developed both nationally and in co-operation between
countries. National authorities and international bodies should
be directed to analyze the employment implications of all
economic policies and measures in such a way as to maximize
their job-creating potential and limit their adverse effects.

9. It cannot, however, be a question of growth as such but
of growth which is socially meaningful and which does not impair
but rather enhanches the quality of life, including the living
end working environment. If governgments pursue restrictive

ey e

and uncoordinated fiscal, monetary or expenditure policies,
no significant job creation will be possible., Trade unions do
not, however, call for an indiscriminate stimulation of demand.

Together with the creation of meaningful employment, the
conservation of natural resources end the environment must be
central objecf&ves for a plenned and co-ordinated expensionary
policy.

T T, e B i W i e e
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10. Growth end employment creation gshould be responsible
and purposeful, with an over-all level of demand that makes |
full employment possible. In general, governmcnts have to take

all measures needed to assure a sufficient and selective
increase of internal demand.,

11 Expansionary and enti-inflationary policies are not
mutually exclusive. Four interrelated courses of action are
needed : i

(a) a wide range of selective actions directed at
specific factors of the price behaviour, especially
through more effective anti-trust, selective credit

policies and more careful monitoring of prices; in
the fight against inflation, governments should not
place greater emphasis on indirect taxation of basie
goods;

(b) structural reforms designed not as a substitute for
pbut as a driving force of healthy economic growth, the
basic eriterion of their effectiveness being the quantity
and quality of employment they create;

(¢) a comprehensive governmental investment policy aiming
both at stimulating investment and at directing it %o
those sectors and areas where it is most needed from th

point of view of economic recovery; and

(d) co-operation with the countries producing raw materials
~as well as policies aiming at a diversification of sugpplies
and their more rational use, including scientific and
technclogical research.

12. A great number of new jobs can be created in the service
aector;'EEEEEIEEE}_;n public services. These need to be conside-
rably expanded, not for their owvm sake but to meet urgent needs

for better health care, education, housing, infrastructure and i
environmental control. The expansion of services must be combined T
with a great variety of measures strengthening the manufacturing
industry so as to maintain a balance between the secondary and
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( . iertiary cseclors.

13 An over-all objective of reducingworking time by 10% without

loss of income should be achieved in the near future.The rapid pace of
technical progress has made this perfectly feasible. Depending
on national conditions, it can be obtained through different
measures such as a reduction of the working week to 35 hours

and no more than five days, an extension of the annual holiday:,
earlier retirement with full pension, raising the school leaviug
age, and extending the right to time off for vocational trainiug
and education. In this process, a special effort will be neecdeil
to harmonize working time throughout the industrialized part

of the world.

14 . It is urgent to intensify a process of international
harmonization of labour standards and a more wide-spread and _
consistent implementation of ILO Conventions and Recommandations
to promote 1'iving standards, employment and growth in both
developed and developing countries. The fact that there are
differences in labour standards among countries at comparable
levels of economic developﬁent and strength has a protectionist
effect which may lead into a proliferation of safeguard measures.
Sustained efforts should be made to harmonize not only workizg
hours but also the standards of social security, health and
safety, working environment and trade union rights.

ENERGY
15. Energy has particularly aggravated the economie recessinn,

with uncertainties of future prices and supplies making investors
cautious in all secters and dampening economic activity in a

disastrous w.y. There ic, furthermore, a growing realization
that increases in the price of energy.and, in particular, oil
do not necessarily result in a greater availability of supplies,
The present nationalistic policies of "sauve qui peut" are no
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16. pn increase of the profits of oil companies does not

guarantee that they would invest more in exploration and

research so as lo increase the available supplies. Only a’ ;

fraction of these profits 1is used for this purpose while most
of them are diverted by the companies 1o teke over ‘enterprises -
in other sectors. Therefuretﬂgnve;gmgg@;_ggg@_qg;gmg_@ggg_

greater responsibility of investment policies and of a planned

e e

development of new and greatly diversified sources of energy.
THere will also have to be investment in research on different

sources of energy for differenl purposes.

17. A more economic use of energy will not be achieved merely
through higher prices. Higher energy prices will also have deép
and contiractive effects on the economy &as a whole. Energy con::ei

vation must be made mandatory and stringent atandaras must be
riﬁfﬁ_adﬁﬁ"tﬁfsﬁéﬁ_iEEEEIQtion and regulation, wherever necessary
complemented by & number of measures facilitating the cnnservﬁ—
tion of energy. Recent price increases demonstrate that the |
criterion proposed by the International Energy Agency (the cost

of saving a certain amount of energy compared with the same

amount of imported oil) is inadequate. Conservation concerns

the future as well as the present balance between supply and
demand. The current cost of conservation must be seen against

the futlure prices of oil which are liable to grow. lioreover,
effectiveness of rresent conservation measures will affect the
future cost of impurteti oil and gas. .
18. Tnvestment in energy saving technology will also have to
contribute to improving the general employnent situation. lieasures
needed call for a large scale rehabilitation of public transport
and energy-saving standards in the housing sector. Throughout

the manufacturing sector, there are many specific possibilities
for shifting from energy intensive processes to more energy-—
saving production methods.

19. The effects of the oil price increases are particularly
damaging te developing countries whose means and resources to
cope with the growing cost of their projected development plans
are extremely limited. Conservation measures and alternative
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energy cources cannot by themselves solve the already presentI
and apggravating energy crisis. The immediate chort-term crisié
makes it necessary for the industriamlized countries to urgently
put their ovm house in order through a collective approach. }
It is therefore prorosed that the Heads of State and Government
meeting in Tokyo recommend to industrialized countries that

they co-operate in order to arrive at ~common apprnach and

about prlces an& supplleu w1th the 011 produclng ccuntries.

DEVELOPILENT POLICIES

20. The industirialized and the developing countries will

have to engage in serious negotiations about their respactive'
contributions to a common endeavour to bring about genuine and
mutually beneficial social and economic development and eliminate
the gap separating them. There is a need for development policies
aimed at an international economic and social order which also
comprises large scalz national economic and social reforms and
in which trade unions and other institutions play a key role

in ensuring a broad distribution of the benefits of progress,
especially to the pcorest countries and the pooresti groups.

21. With the production of primary commodities "living ofl
the land" (with the direct producer having also to engage in
subsistence agriculture to make a living), a vast area of the
developing countries®' economy tends to perpetuate archaic
production structures instead of stimulating the creation of -
dynamic domestic markets. The agreement between industrialized
and developing countries concluded at UNCTAD II, more than ten
years ago, for the establishment of an internationally guaranteed
minimum agricultural income has remained a dead letter. This
failure is all the more deplorable as the experience that would
have been gained could have been used to extend the same principle
to the workers occupied in the production of non-agricultural
commoditvies.
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22. panufacturing tends to impair the development of domestic

markets and perpetuate the existing unjust economic and social
structures unless goods of {he same nature and quality are ﬁ
prnduceﬁ‘buth for domestic consumption and export. Exclusively
expnrt-oriented industries whosc workers cennot afford to huy:
their own products 1ive "off the 1and" as well.

< ———————

23. Jlialﬁsﬁ_lfz%_}.ﬂ@.uﬂrﬂaal_iﬁ@_L—?mtries put their ovn house ¢
in order, all their development policies run the risk of declining.
Important corrective measures and new orientations can, in ary

event, be introduced also at this time. These encompass the

following areas :
(a) There is an urgent need for transparency studies'o
the entire chain of transactions in the commodities | i.
trade to eliminate the possibilities of buying from the
direct producer when the price is at jts lowest and ‘
selling to the final consumer when it is at its highest.
Markets and world market prices have also to be negdtia—t
ted for industrial sectors where the exploitation of low
labour Etandardsanﬂnmltinational pricing mechanisms des—
troy the balance between supply and demand esnd thresten
to wipe out entire national industries.

(b) It is necessary +o stabilize raw material prices in
the framework of & common fund at a level which gives &
- fair return to the brﬂducing countries and induces
sufficient investment for sustained supplies. Teking
that common fund as & global approach, it still has to
be applied product by product. A system which includes
the mutual advantages to all partners, such as the
stabex—-system of the Lomé Convention, should be intro-
duced for this purpose.

(e) International trade arrangements should aim at
meeting the persistent employment problems of the day.
ﬁpecifically, the safeguard system of GATT should contein

g._social clause. A tripartite committeen__s_hgylﬂ_he_ﬂﬂ—iﬂ-*
E}EEEEE.EEEEE_EEE_EEEEEEFS of GATT to report on develop- 7

ments in trade, em 1oyment end social conditions, with
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the purpose of promotling negotiated improvements.

(¢) In order to eliminate the negative effects of the
activities of multinational enterprises and to orientate.
them to make & contribution to economic and social
development, the instruments designed to control the
activities of these enlerprises adopted by the OECD

and 110, and currently prepared by the United Hations,
have to be mude effective through national and inter-
national implementation measurcs where the trade union:
have an important role to play. Procedures should be
worked out for reporting and consulialion on a global
level between multinational enterprises and governments
and trade unions.

(e) Incrcased intergovernmental co—-operation is needed

to restrain the tendency af_igigzg?tlonal banking to |
peratlnna that impair economic reéE;E;} and development

policies in all countries. Appropriate international
instruments should be agreed upon to eliminate the

existing banking havens and to subject the affiliates

of internztionzl banks to rules and regulations that apply

t+o notional banks.

(£) Development assistance can be considerably increased
if the donor countries agree on a set of criteria on
which their participation is based. Their ability to
contribute depends, apart from the Gross Nationzal Product,
also on such factors as the balance of their trade in :
manufactures with the developing countries (with some
industrialized countries being net exporters while others

are net importers). As an immediate step, it is essential
that 211 industrialized countries commit themselves to

honouring the target of 0.7 % of the CNP as Official
Development Assistance, in accordance with a strict time-
table, and also bind themselves to increasing this
agsigtance to 1 % of the GNP in the foreseeable future.
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(&) Tneustrialized countries should carcfully survey t)eir

unutilized productive capacities in order to match them
- |
with the import needs of developing countries that !

remain uvnsabtisfied due to balance of payments difficulties..

Specific inductry-by-industry programmes could be unﬁeyr
taken., For this form of development ussistance, variou$
neans of finuncing, both private and public, must be

conbined cnd blended in new ways.

24. 4 massive transfer of resources to the developing coun-

tries is indispensable. The demund for goods in these countries

hes rasuiiﬁd-fﬁ swiftly growing indebtledness which cannot go

on forever. Resource transfers will'have to be linked with
improved living and working standards to provide for the basic .
needs of the populuaiion in these countries. The quality of growth
in the developing comntries is of paramount importance for
creating balunced development and new marketis. Growth will have

'
]

to be accompanied by a redistribution of income and wealth nation-
ally, in order to create the necessary domestic infrastructures

and demand in the developing countries.

i
l
|
|
|
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TO | 4EDIATE FCO
TELEGRAM NUMBER 3132 OF 28 JUNE
AND TO PRIGRITY PARIS
IFO PRIORITY BONN, TOXYO, WASHINGTON, OTTAWA, FOUTINE
THE HAGUE, !’f.‘}"aE, LUXEMBOUPG, DUBLIN,

COMMITTEE OF PERMANENT REPRESENTATIVES (AYBASSADORS):
OTHER BUSIMESS: PREPAQATION FOR TOKYOD SUMMIT

SUMMARY
COMMISSION REPGRTED ( TURTHER MEETIMNG OF PREPARATORY GROUP.
LITTLE PROGRESS PENDING QUTCOME ﬂF EUROPEAN COUNCIL., GROUP WILL
JKYO.

DETAIL
1., ON PROCEDURE TICKELL (CHEF DE CABINET, PRESIDENT OF THE
COMMISSION) SAID THAT:

GROUP HAD WORKED ON THE BASIS OF
OF A COMAUNIQUE AT ITS MEETING IN PARIS
COMMUMITY REPRESENTATIVES HAD RESISTED PRESSURE TO
TICIPATE DECISIONS OF THE EUROPEAN.COUNCIL. A FURTHER MEETING
LD THEREFORE BE HELD [N TOKYO ON 27 JUNE. HEADS OF
ERHMENT WOULD OF COURSE NOT MECESSARILY BE BOUND
ULTING DRAFT, WHICH WAS
D1SCUSSION.
(11) DELEGATIONS MAD DRAWH ATTENTION TO THE SIMILARITY
AGENDAS OF THE EUROPEAN COUNMCIL AND THE SUMMIT. IN PARTICULAR
AN H : BY REPRESENTATIVES OF EEC COUNTRIES
THE GROUP THAT THE COMMUNIQUE OF THE SUMMIT SHOULD NOT SEEK
COMAIT MEMRER STATES OF THE COMMUNITY MOT PRESENT AT THE
MIT TO ACTION. NON~EEC MEMBERS HAD EOUALLY REMINDE!

COLLEAGUES THAT THEIR CGOVERNMENTS WOULD NOT WISH

O NEIDENTT K
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THE STRASBOURG COUNCIL TO TRY TO TAXE FINAL DECISIONS ON MATTERS
WHICH “OULD REQUIRE THE CONSENT OF ALL PARTICIPANTS IN THE
SUMMI T,

ON THE AGENDA:

(1) MACRO-ECONOMIC POLICY, PAPER FROM SCHULTZ (U.S.)
DISCUSSED. MAIN CCNCLUSION: RECENT OIL PRICE INCREASES WOULD
LEAD TO A LOSS OF REAL IMCOME N CONSUMING COUNTRIES. THIS WOULD
INEVITABLY WORK I1TS WAY THROUGH TO THE REAL ECONOMY.

(11) EMERGY. VERY SIMILAR DISCUSSION TO THAT IN THE EEC
ENERGY COUNCIL ON “ONDAY. GROUP FOCUSSED PARTICULAR ATTENTION
ON IMPORT RESTRICTIONS, THE SPOT MARKET AND EVELOPMENT OF
ALTERNATIVE ENERGY RESOURCES.

(111) INTEANATIONAL MOMETARY MATTERS. LITTLE DISCUSSION.
TOPIC NOT CONSIDERED APPROPRIATE TO THIS FO2UM. MAY BE NO
PARAGRAPH IN THE COWMUNIQUE

(1V) TRADE. BRIEF EXCHANGE OF VIEWS. COMMISSION ASKED THAT
THE COMMUNIQUE SHOULD CONTAIN A BPEFERENCE TO THE GATT AS THE
PRINCIPAL INSTRUMENT OF FUTURE DEVELOPMENTS.

(V) -NORTH-SOUTH DIALOGUE. A SCRAPPY DISCUSSION,
INTO WHICH THE U.S. HAD INJECTED A NUMBER OF IDEAS., GROUP
wOULD RETURN TO THIS TOPIC AT I1TS MEETING IN TCKYO.

(3. rtera WAL
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PRIME MINISTER?S MESSAGE

1, THE PRIME MINISTER SIGNED ON 15 JUNE HER REPLY TO MR CARTZR?S
MESSAGE OF 13 MAY (OUR TELNO 502). SIGNED ORIGINAL FollowWs BY
EAG BUT PLEASE 1iOW PASS TO THE WHITE HOUSE FOR TRANSMISSION TO
THE PRESIDENT TEXT AS FoLLOWS,

DEAR MR PRESIDENT,

AS YoU KxoW | DEFERRED A FULL REPLY To YGUF MESSAGE OF 13 MAY UNTIL
MY COLLEAGUES AND | HAD BEEN ABLE To TALK To MR VAMNCE

THOSE TALKS h:EE MOST VALUAEBLE. CY W”LSC WILL HAVE Eh.ﬁﬂTEB TO You.
BUT | THOUGHT YOQU WoULD WISH To KioW MY THOUGHTS ON THE POINTS

MADE IN YOUR MESSAGE.

YOUR RICHTLY GAVE PRIDE OF PLACE TO SALT AND THE FUTURE STRATEGIC
EALAMCE. WE HAVE FOLLOWED THE SALT 11 DEVELOFMENTS WITH CLOSE
ATTERTIGN AND ARE GRATEFUL FOR THE CARE YOU HAVE TAKEN TO KEEP US
HIFORMED, | SBARE YOUR CONVICTIoN THAT THE SUBSEQUENT DEBATE Of
FATIFICATION OF THE TREATY WILL BE oF CRITICAL [MPORTANCE. AS | SEE
IT, YOU IN THE UNITED STATES PARTICULARLY IN YOUR DIALOGUE WITH THE
SENATE, AND WE AND OUR OTHER ALLIES HAVE TO STRIKE THE RIGHT
BALANCE IN SUPPORTING THE RATIFICATION OF SALT || WHILE AT THE SAME
TIME ENSURING THAT OUR PUBLIC oOPItlonN UMNDERSTANDS THE -MEED FOR THE
ALL IANCE To MAINTAIN AND MODERNISE ITS NUCLEAR FORCES. CY VANCE
ASSURED PETER CARRINGTON AT THE QUTSET OF HIS DISCUSSIONS THAT SALT
11 WAS WHOLLY COMPATIBLE WITH THE RETENTION OF A STRONG US DEFENCE
CAPABILITY. WE WELCOME THAT. BOTH SIDES OF THE EQUATION WILL NEED
TO BE EMPHASISED IN THE NEAT FEW MONTHS, IF WE ARE TO AVOID CREATING
A FALSE SENSE OF SECURITY THAT MIGHT UNDERMINE THE CONTINUING
DEFENCE EFFORT THE ALLIANCE MUST HMAKE,

| KOTE WHAT YOU SAY ABQUT THE IMPORTANCE OF EUROPEAN VIEWS IN THE
RATIFICATION DEZATE THAT LIES AHEAD COF YoU. AND | ACCEPT THAT

THE ATTITUDE OF BRITAIN, AS A NUCLEAR POVWER, WILL BE

SCRUTINISED PARTICULARLY CLOSELY. ON OUR REACTIONS TO DATE WE HAVE

CONFIDENTIAL /DONE OUR BEST
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DONE QUR BEST TO BE HELPFUL, pOTH IN OUR NATIOHAL STATEHENTS AND
Il THE COMMUNIQUES OF THE NATO DEFENGE PLANNING COMMITTEE AND
FOREIGN MINISTERS’ counciL. WE HAVE CONSISTENTLY SUPPORTED EFFORTS
To ACHIEVE LIMITATIONS ON STRATEGIC ARMS AND | HAVE MARE IT QUITE
CLEAR THAT | HOPE THE TREATY WILL EE RATIFIED., MAY | ASK YoU ToO
LET ME KNOW AT ANY STAGE HoW DEST YOU THINK WE CAN CONTINUE TO
HELP 2 '

AS YOU KiowW, OUR REACTIONS S0 FAR HAVE BEEM GOVERNED BY THE VIEW
TUAT A STATEMENT ON THE SUBSTANCE OF THE AGREEMENT MADE AFTER ONLY
A BRIEF PERIOD IN GOVERNMENT AND BEFORE WE HAD THE OFPORTUNITY TO
STUDY THE FULL TEXT OF THE TREATY WoULD NOT HAVE CARRIED CONVICT 10N
EITHER WITH THE PUBLIC HERE OR WITH YOUR CONGRESS., BUT | ASSURE YoU
THAT, VITHIN THE ALLIANCE AND IN OUR PUBLIC STATEMENTS, VWE WiLL

Do ALL WE CAN TO ASSIST You IN SECURING RATIF ICATION. )
CY VANCE WILL HAVE CONFIRMED TO YOU THAT ONE ASPECT oF THE SALT 11
NEGOT IATIONS THAT HAD GIVEN US, AS IT HAD QUR PREDECESSORS,
SER10US CAUSE FOR CONCERN WAS THE WORDING oN NOMN-CIRCUMVENTION AND
THE POSSIBILITIES FOR MUCLEAR TRANSFERS IN THE FUTURE. | THEREFCRE
MUCH APPRECIATE THE CATEGORICAL ASSURARCES It THIS RESPECT THAT

HE GAVE US. THIS WILL ALLow US WHEN QUEST IONED, IN PARLIAMENT AND
ELSEVIICRE, AS WE SHALL BE, TO COMF IRM UNEQUIVOCALLY THAT OUR
IMTERESTS ARE SAFEGUARDED.

LooK ING AHEAD, | FULLY SHARE YOUR VIEW OF THE IMPORTANCE OF
FULFILLING THE LONG-TERM DEFERCC PROGRAMME, PETER CARRIKGTON

FRANC IS PYM AND | ALL UNDERLINED TO CY VANCE THE STRENGTH OF

CUR COMMITMENT TO THE NATO TARGET OF 3 PERCENT GROWTH IN DEFENCE
EXPENDITURE. | AGREE T0O THAT WE NEED To ENSURE THAT CONCRETE
DECIS10NS ON THEATRE NUCLEAR FORCE MODERNISATION ARE TAKEN BY THE
ALLIANCE BY THE END OF THIS YEAR, AND IN THAT RESPECT THE RECENT
MATO CouUNCIL MEETING MARKED A MAJOR STEP FORWARD, AS FOR SALT 11,
| HAVE MO DOUBT THAT CY VANCE’S V1S1T HAS GIVEN ADDED IMPETUS TO
WHAT | HOPE WILL BE A PER!OD OF INTENSIVE CONSULTATION BOTH

WITHIN THE ALLIARCE AND BETWEEN OUR TWO COVERNMENTS. FOR THIS
REASON | VERY MUCH WELCOME YOQUR POSTSCRIPT AND LOOK FORWARD TO
HEAR ING YOUR VIEWS ON SALT 111 AT ANY TIME. ]

Ol THE COMPREHENSIVE TEST EAN NEGOTIATIONS IT 1S CooD OF YoU TO
HAVE ARRANGED FOR YOUR SCIENCE ADVISER TO COME OVER HERE TO BRIEF
ME oM THE TECHNICAL ASPECTS AMD ON YOUR OWH THINKING . CLEARLY WE
NZED To KEEP IN CLOSE TOUCH of THIS.

. 2
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YU WILL HAVE HEARD THAT, I RESPONSE TO THE COMCER! WHICH BoTH You
AND HELMUT SCHIIDT HAD EXPRESSED, VE HAVE RECENTLY ANMOUNCED A
DOUBLING OF THE CONTRIZUTIGN PROMISED BY THE PREVIOUS ADMINISTRATION
To THE TURKEY RESCUE OPERATION. 1 Al No LESS PERSUADED THAN YoU OF
THE STRATEGIC IMPORTANCE OF TURKEY. BUT | MUST STRESS THAT POUNDS
STERLING 15 MILLION 1S ABSOLUTELY AS FAR AS WE CAN GO, BEYOND THE
SUBSTANTIAL SUMS WE ARE ALREADY PROVIDING TO THE TURKS THROUGH THE
EEC, GIVEN OUR DETERMINATION TO CUT PUELIC EXPENDITURE IN THE UK,
AID | THINK VE ALL AGREE THAT THE TURKS HUST COME To AN AGREEMENT
WITH THE IMF BEFORE OUR CONTRIBUTIONS ARE PAID OVER.
| SHARE YOUR CONCERN ABOUT SOUTHERN AFRICA. | AGREE THAT CLOSE
COLLADORAT ION BETWEEN US WILL BE OF GREAT IMPORTANCE AS WE TRY TO
ESOLVE. THE PROBLEMS WHICH CONCERN US EQUALLY IN THAT AREA. Of
RHODESIA WE WELCOMED TP TALKS WITH CY VANCE. DAVID HARLECH 1S NoW
il AFRICA FOR DISCUSSIONS WITH THE COMVONMWEALTH AND OTHER AFRICAN
COVERNMENTS DIRECTLY CONCERNED. WE SHALL BE CONSIDERING THE WAY
FORMARD IN THE LIGHT OF HIS REPORT: AND WE SHALL WISH TO KEEP Il THE
CLOSEST TOUCH WITH YOU OVER THIS PROBLEM.
PETER CARRINGTON AND CY VANCE HAVE PEEN IN CLOSE TOUCH ABOUT THE
VARIOUS IDEAS ON NAMIBIA WHICH WE PUT FORWARD AFTER RICHARD LUGE’S
UI“IT TO THE AREA, AND | THINK YOU, WE AND QUR OTHER PARTNERS ARE
oW LARGELY AGREED ON THE HEXT STEPS, .
Mt MEETING WITH MR BEGIH WAS PROFQUNDLY DISHEARTEMING, 1 WELL
UNDERSTAND YOUR CAUTION ABQUT THE POSSIBILITY OF MAKING PROGRESS IN
THE WEST BANK NEGOTIATIONS. | EMPHASISED To MR BEGIN THE DANGER WHICH
CONTINUED EXPANSION OF ISRAEL! SETTLEMENTS REPRESENTS TO THE
AITONOMY NEGOTIATIONS AND ALSQ THE NEED TO HELP PRESIDENT SADAT.
BUT HE WILL NOT LISTEN AND EVEN RESENTS THE SUBJECT OF SETTLEMENTS
LEING RAISED AT ALL, _ -
PETER CARRINGTOM WILL DISCUSS WITH HIS COMMUNITY COLLEAGUES HoW
WEY CAN BEST HELP. FOR OUR PART VE SHALL CONTINUE T SUPPORT YOUR
GEMERAL APPROACH WITH ITS EMPHASIS oM THE NEED TO ACHIEVE A
COMPREHENS IVE SETTLEMENT. WE SHALL BE HAPPY TO KEEP IN CLOSE
TOUCH WITH MR STRAUSS AS YOU SUGGEST. '
AS FOR THE DIVISIONS IN THE ARAB WORLD, | DOUBT WHETHER ANY EARLY
PROGRESS TOWARDS RECONCILIATION BETWEEN PRESIDENT SADAT AMD SOME OF
THE MORE MODERATE ARAR GOVERNMENTS 15 POSSIBLE. THE FIRST STEP MUST
BE TO URGE PRESIDENT SADAT HIMSELF TO STOP HIS ATTACKS ON HIS

% .
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MATURAL ALLIES SUCH AS THE SAUDRIS AHD THE JORDANIANS. | WAS GLAD TO
EEAR THAT YOUR AMBASSADOR IN CcAIRO HAS BEEN ABLE To HELP WITH THIS.
| EXPECT TO SEE KING HUSSEIN I8 THE NEXT WEEK AND SHALL URGE ON

W14 THE MEED NOT TO CoMMIT HIMSELF [RREVOCABLY AGAINST THESE PEACE
NECOTIATIONS.

ToTH FOREIGN MIMISTER SONODA, AND HIS COLLEAGUE, MR ESAKI!, WHOM

| HAVE SEEN RECEMTLY , UNDERLINED THE IiPORTANCE THE JAPAMNESE

ATTACH To THE TokYo SUMHMIT. | ACCEPT THAT SUCH MEETINGS CAN EE
LSEFUL AND | SHALL BE--INTERESTED TO TAKE PART I IT WITH YOU AND OUR
FIVE OTHER COLLEAGUES. BUT | #UST ADMIT THAT PREV IOUS MEETINGS IH
THE SERIES HAVE STRUCK ME AS SOMETIMES LONGER ON DIAGHOSIS THAN ON
eSCRIPTIONS. THE PROBLEM WE FACE THIS TIME ARE EVEN MORE ACUTE
THAN BEFORE, WITH THE ENERGY SHORTAGE AGGRAVATING AN ALREADY
UICERTAIN SITUATION. | HOPE WE SHALL BE ABLE TO GET NEARER TO
FINDING SOLUTIONS = BUT FRANKLY | AM NOT GPTIMISTIC. ON ONE POINT |
WHOLLY AGREE WITH YOU. WE MUST TRY To DEAL ONLY WITH A LIMITED
NUMBER OF SPECIFIC ISSUES AND AVOID THE OVER—-GENERAL ISED APPROACH,

| HOPE ALSO THAT WE SHALL BE ABLE To AVOID A COMHMUNIQUE WHICH DEALS
MAINLY IN PIQUS PLATITUDES.

W& WERE ADLE TO ASSURE BOTH JAPANESE MINISTERS OF THE IMPORTANCE WE
ATTACH TO A HEALTHY AND CONSTRUCTIVE RELATIONSHIP WITH THE JAPANES
COVERNMENT, BOTH BILATERALLY AND THROUGH THE EURDPEAN COMMUNITY. |
THINK THERE 1S A LIMIT To HoW FAR OTHERS CAN OR SHOULD GO IN
ADVISING THE JAPANESE HoW TO RUN THEIR AFFAIRS, BUT | AGREE THAT THE
CONTINUING JAPANESE TRADE SURPLUS 1S A CAUSE FOR CQNCERN..FOR US ALL,
ALTHOUGH THE LATEST FIGURES ARE SLIGHTLY MORE REASSURING, THIS MAY
B No MORE THAN TEMPORARY, AS THE DEPRECIATION..OF THE YEN ONCE

AGAIN LEADS TO AN INCREASE 1IN JAPANESE EXPORTS,

FINALLY, | SHOULD LIKE BRIEFLY To MENTION ONE SUBJECT NOT COVERED

Pl YOUR LETTER TO ME. | AM VERY CONCERNED AZQUT THE REFUGEE
SITUATION IN SOUTH EAST ASIA, AMD I PARTICULAR ADOUT THE INCREASING
FLOOD OF BOAT REFUGEES FROM VIETHAM, THE IMPACT IN HONG KONG, WHERE
OVER 50,000 VIETNAMESE REFUCEES HAVE ARRIVED THIS YEAR, IS NoOW VERY
SER1OUS INDEED. THE UNITED STATES AND A HANDFUL OF OTHER COUNTRIES
INCLUDING BRITAIN, ARE MAKING A SUBSTANTIAL CONTRIBUTION . BUT WHAT

u -
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15 5D 1S A CONCERTED INTERNATION EFFﬁWT BOTH TO GET MORE
ch.1,:~j To OPEN THEIR DOORS TO THESE UNFORTUNATE REFUGEES, AND TO
EXERT MORE EFFECTIVE PRESSURE oM THE vlhT'ﬂ IESE GOVERMMENT To STOP
cYPORTING THEIR UNWANTED PEQPLE, AND WE MEED TO ACT SooN — WHICH
1S WHY | HAVE ASKED DR WALDHE!M TO CONVENE Adl INTERNAT IONAL
CONFERENCE UNDER UM AUSPICES, | HOPE WE CAN COUNT ON YQUR SUPPORT.
I AM LooK G FORWARD TO QUR MEETIHG in ToKYOD.

YOURS TRULY

MARGARET THATCHER.
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The Prime Minister will probably know that it is customary during

the Economic Summits for one meal to be set aside for a political discussion

—— e
by Heads of Government only. This is not part of the Summit itself and no

reference is made to the subjects discussed in the final communique. But
sometimes this informal political discussion has been of considerable
immportance.

The Prime Minister may like to know that at the preparatory meeting
in Paris on 14th-15th June Mr, Miyazaki gave some indication of the subjects
which Mr. Ohira would like to discuss at this meal (lunch on Friday, 22nd June).
In the maimwere the obvious ones (the Carter-Brezhnev mm

Middle East and China) but he also said that Mr. Ohira particularly wished

to discuss the question of Vietnamese refugees. I supported this and the

proposal was welcomed by the representatives of all the other Summit
countries who felt that their principals might wish to devote quite a bit of
time to the matter,

I am mentioning this now because I have seen your record of the
Prime Minister's talk with Sir Murray MacLehose on 14th June. Whether or
not parts of the Press corps accompany Lord Carrington on his visit to Hong

Kong after the Summit meeting, it is clear that all concerned want to discuss

the problem of Vietnamese refugees in Tokyo: and even though the political

lunch is not normally reflected in the communique there will be plenty of
opportunity to brief the Press on the results of the discussion.

The FCO know about this and appropriate briefing will be provided
for Tokyo.

ey

(John Hunt)

18th June 1979
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@ TRIORITY FCO TELNO 281 OF 15 JUNE INFO “ASHINCTON, &im i'/lo'ﬂia/t/ |
EEC POSTS, U“DEL OECD, =5l
JAPANCZSE ECONOMY
'a THE ECONCMY HAS CONTINUED TO PROGRESS, BUT THE DETERIORATING (4
QUTLCOK FOR _ENERGY SUPPLIES, AND CONTINUED RAPID |MTREASES IN /s
“HOLESALE PRICES WHICH HAVE RISEN AT AN ANMUAL RATE OF MEARLY 18%
It THE PAST THREE MONTHS AND WHICH ARE 2EZIMNING TO BE REFLECTED
In CONSUMER PRICES, HAVE LED TO STATEMENTS FROM A NUMBER OF SENIOR
GOVERNMENT SOURCES THAT THE EMPHASIS OF OFFICIAL PCLICY ON THE
EYPANSION OF DOMESTIC DEVAND MAY MEED TO 3E MODIFIED. THE CONTINUED
DIFFICULTIES OVER THE FINANCING OF THE GOVERNMENT DEFICIT IN THE
BODN MARKET HAVE ALSO CONTRIBUTED TO THE APPARENT CHANGE IN
EMPHASIS IN OFFICIAL THINZING 1N THE PAST MONTH, AND HAVYE RAISED
SPECULATION ABOUT THE POSSIBILITY OF A FURTHER INCREASE IN THE
OFFICIAL DISCOUNT RATE. -
2, THE CURRENT ACCOUNT OF THE BALANCE OF PAYMENTS ADJUSTED, WAS
AGAIN IN DEFICIT IN-APRIL, (IT WAS ALSO IN DEFICIT NSA) AMD FURTHER
LARGE OUTFLOWS CAPITAL RESULTED IN A RECORD OVERALL MONTHLY '
DEFICIT OF DOLLARS 3 BILLION, THE YEM HAS WEAKENED SINCE THE MIDDLE
OF MAY, BUT KO SIGNIFICANT INTERVENTION BY THE BANK OF JAPAN HAS
PEEN REPORTED DURING THIS PERIOD, FOREICN EXCHAMAE RESERVES
FELL BY DOLLARS 1.9 BILLION TO DOLLARS 24.2 BILLION IN MAY,
THERE 1S SO%E EVIDENCE OF A RECOVERY IN EYPORTS. APPROXIMATE
EQUILIBRIUM ON CURRENT ACCOUNT IS AGAIN LI¥ELY IN “AY, SOME
FORECASTERS NOW ENVISAGE A CURRENT ACCOUNT DEFICIT IN FISCAL 1979
K1D OFFICIALS OF THE BANX OF JAPAN HAVE INBICATED OFF THE RECORD THAT
THEIR THINKING IS ALONG THESE.LINES, :
3. GROSS NATIOVAL EYPENDITURE, AT CONSTANT 1978 PRICES, WAS 5,53
HIGHER IN FISCAL 1978 THAW IN FISCAL 1277, THIS COMPARES WITH
THE COVERMENT?’S ORIGINAL FORECAST OF AN INCREASE OF 7%, AND REVISED
FORECAST, ISSUED IN JANUARY 1979, OF AN INCREASE OF 4%, EXPORTS OF
CO0DS AND SERVICES WERE 2.27 LOWER, AT CONSTANT PRICES, IN FISCAL
1978 THAN IN FISCAL 1577 AND IMPORTS 14.7% HIGHER. AS A RESULT THE
SURPLUS OF THE NATION FELL BY 28%, WHICH HAD A SIGNFICANT RESTRAINING
INFLUENCE ON OVERALL GROWTH, THE REDUCTICN IN THE SURPLUS OF THE
NATION WAS LARGER THAN EXPECTED: THE DEVELOPMENT OF DOMESTIC
DEMAND WAS CLOSE TO THE RE/ISED FORECAST,
&, OUR USUAL MONTHLY REPORT HAS BEEN DISPATCHED BY Z2AG,
WILFORD ' :

.FCO/WHITEHALL DISTRIBUTION
FED
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12 June 1979

BILATERAL MEETINGS IN TOKYO

Thank you for yaur letter of 11 June about possible
bilateral meetings in Tokyo between the Prime Minister on
the one hand and the Canadian and Japanese Prime Ministers
on the other,

The Prime Minister would be glad to have a bilateral
meeting with Mr. Clark if this can be fitted into the
programme: I should be grateful for advice on a possible
timing and our High Commission in Ottawa may like to confirm
to Mr. Clark's Office straightaway that the Prime Minister
would be glad to have a meeting with him on the margin of
the Summit,

The Prime Minister does not wish to take the initiative
in proposing a bilateral - meeting with Mr, OChira who, she
considers, will be too pre-occupied with hosting the meeting
to be able to dévote time to bilaterals.

bilateral meeting with Mr. Clark could be prepared in time to

I should be grateful if briefing for the Prime Minister'jwr
reach me not later than Friday, 22 June.

I am sending 2 copy of this letter to Martin Vile
(Cabinet Office).

BB DAETLEE{__;—_

J. 8. Wall, Esq.,
Foreign and Commonwealth Office.
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Bilateral Meetings in Tokyo \\ i&t
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The Prime Minister has already proposed a breakfast
meeting with President Carter in the margins of the Tokyo
Summit and you will have seen the President's response
(Washington telno 1373 of 7 June enclosed).

The Canadian Prime Minister has now also asked for a
meeting with the Prime Minister and has suggested late morning
or early afternoon of 27 June. We have explained that this
timing is unlikely to suit the Prime Minister. Lord Carrington
recommends that the Prime Minister should have a bilateral
meeting with Mr Clark and I should be grateful to know whether
and when this might be arranged.

Since the Prime Minister will have seen her European
colleagues at the European Council, Lord Carrington does not
think it necessary for the Prime Minister to have bilaterals
with them unless she so wishes. He would, however, advise the
Prime Minister to propose a bilateral meeting with the Japanese
Prime Minister, but not to press this if he is preoccupied with
the Summit itself.

1 am copying this letter to Martin Vile (Cabinet Office).

We

J 8 Wall
Private Secretary

.L;Bfgﬁn Cartledge Esq
. 10 Downing Street
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At 1215 the Prime Minister and President Giscard were

joined by:

M. Raymond Barre

The Foreign and Commonwealth Secretary
Mr. G. G. Walden

M. Robin

Energy and the Tokvo Summit

President Giscard summarised the subjects which he and the
Prime Minister had already covered during their tete-a-tete
discussion and said that the Prime Minister had suggested that,
with Lord Carrington and M. Barre, they should discuss the forth-
coming Economic Summit in Tokyo and the problem of energy, before
moving on to wider international issues.

The Prime Minister said that energy was expected to be the

main item on the agenda of the Tokyo Summit. The problem was how

the leading energy users could persuade the leading energy producers

not to raise their prices still further and thereby cause a world

recession. Western objectives were thus quite clear but the methods
by which they might be achieved were very unclear. Specific ideas
were needed. The prcoblem was common to many Western countries,
although France had moved further along the road to a sclution

than any other country in Europe, through her nuclear programme.

The UK, for her part, had found only a temporary sclution in her

North Sea o0il. President Giscard asked how temporary a solution

this was. The Prime Minister said that it would last for 15 to

20 years. President Giscard commented that this was a help.

The Prime Minister went on to say that the alternatives facing some

countries were either to go all out for nuclear power, or, if they
were unwilling to do this, to accept a significant reduction in
their standard of living.

The Prime Minister said that she had never attended an Economic
Summit but she had studied their communiques closely: they were

always the same. Meanwhile, the world's economic problems continued:

/ and so




nd sc did the communiques. President Giscard agreed and said

that, although discussions at Economic Summits had become academic,
the first such meeting, at Rambouillet, had produced useful results
in the form of a stabilisation of exchange rates. Unfortunately,
however, participation in the Summits had then been enlarged:

their communiques were now just words. President Giscard agreed
with the Prime Minister that the next Economic Summit should con-
centrate on energy. He thought that it should, despite everything,
be possible to achieve some useful results. He would like to

suggest what these might be.

Firstly, President Giscard said, the Summit could demonstrate
a real determination on the part of the major energy users to
reduce their consumption. France, for her part, would lower
temperatures in public buildings and impose a ceiling on the
amount of oil consumed by power stations. These measures could

be discussed at the European Council medeting in Strasbourg.

Secondly, it was a fact that the operation of the spot market
in 0il produced unacceptable results. The intermational oil companies
should be asked to keep out of the spot market during, in the
first instance, the month of June. Chancellor Schmidt, in a recent
discussion with M. Barre, had agreed that this measure should be
taken in order to produce a moderating effect on prices. It was a
fact that every Gulf ruler had the latest spot market price on his
desk first thing every morning.

Thirdly, agreement should be reached on an annual approach
by the major users to the major producers in order to assess
whether the savings planned by the users during the coming year,
as well as the production levels planned by the producers, would
be suffficient and in phase with each other.

Fourthly, the Summit participants should discuss a programme
for exploiting alternative sources of energy. This was mainly
a problem for the Europeans, since the Americans and Canadians were
already making progress in this field. President Giscard added,

P b
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in parentheses, that he had just received a report from
Francois-Poncet, who was in Washington, to the effect that

press reports about the U.S. Administration's decision to sub-

sidise oil imports were too pessimistic: President Carter was

in fact working on the introduction of quite drastic conservaticn

measures, on a possible approach to the oil producers and on steps

to stabilise the spot market in oil - precisely those measures

which he was himself advocating. President Giscard said that he

thought that the American approach seemed quite constructive.

Lord Carrington commented that it was essential to formulate,

during the European Council meeting in Strasbourg, a European
approach to the Tokyo Summit. The Prime Minister said that, ever

since the Yom Kippur war, the West had managed to absorb substantial
jnereases in the price of oil, to the extent that it would soon

be economic to extract oil from the tar sands and shale - this

would reguire a price of $40 per barrel. A situation had been
created a year ago in which the West had once again found itself
with a surplus of oil but this situation would not be repeated

because of events in Iran.

Describing the French nuclear power programme, President

Giscard commented that an anti-nuclear demonstration in Loraine

on the previous day had attracted only 500 participants. France
was currently building ten new nuclear plants: he thought that

if the Government continued to give a strong, clear line, there
would not be a great deal of public opposition. It would be
helpful if both France and the UK were to take a strong and
positive line on nuclear power in Strasbourg. The Federal German
Government found itself in difficulties on nuclear power, largely
because of the constitutional powers of the linder. Germany still

had no reprocessing plant.

President Giscard went on to say that he fully shared the
Prime Minister's view that the objective should be to arrive at
practical conclusions, first in Strasbourg and subsequently in
Tokyo. The Prime Minister said that the British Government was

at present pursuing a policy ef requiring power stations in the
UK to substitute coal for oil: if continued, however, this policy
could affect the UK's capacity to build up coal stocks, which

A I TAITIA /: mould
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would be needed against the possibility of further trouble from
he miners during the coming winter. The Government might,

therefore, have to reconsider.

President Giscard asked who in the British Government would

be responsible for preparing the UK position on energy at the
European Council in Strasbourg. The Prime Minister said that she
thought she would. Lord Carrington asked whether President
Giscard was suggesting that it would be useful to have bilateral

consultations on energy in advance of the European Council and
President Giscard confirmed that he was. It was agreed that
bilateral consultations would be arranged, at the highest

practicable level, as a matter of urgency .

South Africa

Lord Carrington explained that the proposals put forward by

the Five on Namibia were still blocked by South Africa. The British
Government, which mightlhave?little leverage with the South Africans
who felt that the new Government had a better understanding of

South Africa's internal problems than the Labour Government, had
decided to send an Envoy, Mr. Luce, to assess the prospects for
reviving the U.N. Secretary General's proposals. -Mr. Luce's assess-
ment was that there might just be a chance of succeeding in this;

if so, it was important to take it since the consequences of
abandoning the plan would be very serious. The Five had therefore
agreed to have another try. Lord Carrington expressed the view that
the prospect of a move to impose economic sanctions against South
Africa had such grave implications for the Western world that every
step towards that situation demanded very careful consideration.

The Prime Minister said that the British Government, for their part,

could not possibly contemplate sanctions against South Africa.

Turning to Rhodesia, Lord Carrington said that the British

Government's position was that five conditions had been laid down

for Rhodesia's return to legality and that, by the end of 1978, the
only one of those remaining unsatisfied was that requiring any
settlement to be put to the test of its acceptability to the Rhodesian

/ people
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10 DOWNING STREET

From the Private Secretary 4 June 1979

Var Heatan,

Tokyo Economic Summit, 28/29 June:
Meeting with President Carter

You will recall that, during their telephone conversation
shortly after the Prime Minister's appointment on 4 May, the
Prime Minister and President Carter agreed that they should
have a bilateral meeting on the margin of the Economic Summit
in Tokyo to discuss a number of issues of concern 1o them both.
I am now writing to confirm that, as I told Paul Lever on the
telephone this morning, the Prime Minister would like to
suggest to President Carter, through HM Ambassador in Washington,
that their meeting might take place over breakfast on the
morning of 29 June. I should be grateful if this proposal
could be put to the White House as soon as possible. We can
discuss modalities, agenda and briefing when we have had an
American response.

1 am sending a copy of this letter to Martin Vile (Cabinet
Office).

Yowurs we,

B it

J.S. Wall, Esq.,;
Foreign and Commonwealth Office.




PRIME MINISTER

Tokyo Summit, 28/29 June

I shall be putting to you next week, in the light of
Sir John Hunt's next preparatory meeting for the Economic
Summit, a number of detailed points about your visits to Japan
and Australia. In the meantime, you will recall your
agreement with President Carter, on your first day in office,

that you and he would have a bilateral meeting on the margin

]

of the Summit.
—-—I"'"_'_-h—-

Having looked at the outline programme, I think the only
possible time for this would be over breakfast on the morning

of 29 June. If you are prepared to agree to this, I shall

ask our Ambassador in Washington to put the suggestion to the

White House immediately.
)
: ?Lq {knér

1 June 1975




10 DOWNING STREET

THE PRIME MINISTER 1 June 1979

Dear Julian,

Many thznks for your letter of

29 May, with your advice for my

forthcoming visit to Japan. I will
bear this in mind when I get to Tokyo.
I am grateful to you for letting me
know these things.

Yours ever,

MARGARET.

Julian Ridsdzle, Esq., C.B.E., M.P.




10 DOWNING STREET

THE PRIME MINISTER 25 May 1979

Thank you so much for your letter.

Mr. Ohirz is being much too kind,

and I look forward to meeting hi

m in

Tokyo next monzh.

(SGD) LIARGARET THATCHER

gir Kenneth Eeith
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From the Private Secretary 25 May 1879

Vaar Shir,

Call on the Prime Minister by the Japanese Minister f.r International
Trade and Industry, Mr. Esaki, at 10 voning Street on 25 May 1979

At the special request of the Secretary of State for Trade, the
Prime Minister agreed to receive the Japanese Minister for Inter-
national Trade and Industry, Mr. Esaki, for a brief courtesy call
at No. 10 this morning at 1125 (Mr. Esaki arrived half an hour late).
Mr. Esaki was accompanied by the Japanese Ambassador and an inter-
preter. The following is a summary of the main points which arose
during a short discussion.

Mr. Esaki told the Prime Minister that he had valued his talks
with the Secretaries of State for Trade, Industry and Energy. The
Prime Minister asked Mr. Esaki whether he would be personally
involved in the forthcoming Economic Summit in Tokyo at the end of
June. Mr. Esaki said that he would and that he expected the
conference to concentrate on energy issues. The Prime Minister told
Mr. Esaki that, in her view, it was better that Economic Summit
meetings should discuss a limited number of specific issues, rather
than attempt a more generalised agenda. Mr. Esaki said that he
agreed with this.

Mr. Esaki then stressed to the Prime Minister, at some length,
the enthusiasm of the Japanese Government for intensified exchanges
between Japan and the UK in the industrial field, referring in
particular to co-operation between British Leyland and Honda - which
he said was going ahead smoothly - and to collaboration with Rolls
Royce on the manufacture of airecraft engines. Mr. Esaki said that,
given the fortunate position of the UK with regard to energy supplies,
the Prime Minister should be able to preside over a golden age for
the UK economy; the Prime Minister commented that the UK would be
fortunately placed on oil for a decade but not indefinitely. The
Government now had a chance to set the British economy on a different
course and they intended to succeed: investment in nuclear power,
however, would have to be undertaken on a bigger scale than hitherto.
Mr. Esaki paid tribute to the nuclear reactor which Japan had
purchased from the UK, which was still operating very well: Japan
would need the UK's co-operation in the nuclear field in the future

and valued the arrangement for the reprocessing of nuclear waste
at Windscale.

J/Taking his
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Taking his leave, Mr. Esaki said that his Prime Minister,
Mr. Ohira, had asked him to convey to Mrs. Thatcher his warm
greetings: he was looking forward to exchanging views with the
Prime Minister in Tokyo.

I am sending copies of this letter to Tom Harris (Department
of Trade) and Martin Vile (Cabinet Office).

YG{M v,

Begalirtdy.

Js g Wall, Esq.,
Foreign and Commonwealth Office.




Ref: A09636

MR, CARTLEDGE
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Tokyo Economic Summit &S & ;; 1
At the recent Preparatory Meeting in Washingtonﬂ argued, on the

Prime Minister's instructions, that (i) we did not want a rerun of the Bonn &Y

[r

Summit with macro targets and a long analytical communique and (ii) the
Summit should concentrate on particular areas, notably energy, where progress
could be made. In my minute A09599 of 21st May [ reported that I had some
success, although I warned that the Japanese themselves wanted a long and
platitudinous communigue.

I was therefore somewhat disconcerfited to get a telephone call this
afternoon from Mr. Henry Owen at the White House saying that the Economic
Minister in the Japanese Embassy in Washington had told him that the
Japanese Foreign Minister, Mr. Sonoda, had been relieved to discover when
he met the Prime Minister on 21st May that Mrs. Thatcher shared the
Japanese wish that the Summit should concentrate on generalities and not seek
to reach any conclusions. Your record of the discussion between the Prime
Minister and Mr. Sonoda does not lend support to his interpretation of the
Prime Minister's approach, but it may be that he read too much into a
remark of the Prime Minister's,

I understand that the Prime Minister is seeing the Japanese Minister
for International Trade and Industry tomorrow. It would be very helpful in
keeping the Japanese from lapsing into an over-generalised approach to the
Tokyo Summit if the Prime Minister felt able to tell Mr. Esaki that she was

encouraged by the report she had had from the recent meeting of personal

representatives that there seemed general agreement that the Summit should

concentrate on those areas where progress could be made,in particular energy.

—

If the Prime Minister is content I would also like to confirm to Henry
Owen that this is the Prime Minister's view and to arrange for our Embassy
in Tokyo to be informed so that they can put the matter in context if they get

similar reports of the Prime Minister's views from the Japanese,




I am sending a copy of this minute to Sir Michael Palliser, who was

with me at the Washington meeting.

4
A

John Hunt

24th May, 1979




10 DOWNING STREET

From the Private Secretary 23 May 1979

Tokyo Summit Preparations

The Prime Minister has seen Sir John Hunt's
minute (AC9599) of 21 May about the preparations
for the forthcoming Tokyo Summit. The
Prime Minister is content with the approach which
we are adopting towards the Summit in the
preparatory meetings and would welcome a further
report from Sir John Hunt before the next meeting
of Personal Representatives on 14/16 June.

M.J. Vile, Esq.,
Cabinet Office.
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From the Private Secretary 22 May 1979

Call on the Prime Minister by the Foreign Minister
of Japan, Mr. Scnoda, on 21 May 1979

The Japanese Foreign Minister, Mr. Sonoda, accompanied by the
Japanese Ambassador and an interpreter, called on the Prime Minister
at 10 Downing Street on 21 May at 1715. The following are the main
points which arose during a conversation which lasted for 40 minutes.

After conveying his Government's warm congratulations to the
Prime Minister on her appointment, and a personal message of good
wishes from Mr. Ohira, Mr. Sonoda recalled a speech which the Prime
Minister had made during her last visit to Japan about the importance
of revitalising the British economy and commented that the British
people had evidently found her philosophy as persuasive as had her
Japanese audience. Mr. Sonoda said that, ever since the days of
the Anglo/Japanese Alliance, the Japanese people had felt a close
affinity with the people of the United Kingdom; he recognised that,
owing to wartime experiences, the British people had rather different
feelings about the people of Japan. This made it all the more
important to develop closer relations between the two countries,
not only in economic matters but also on political issues including
the Middle East.

Mr.Soncda said that the Japanese Government attached the
greatest importance to the forthcoming Economic Summit in Tokyo:
it looked as if energy would be a major issue at the Summit and ap
important contribution would be expected from the U.K.. The
Prime Minister said that the Tokyvo Summit would be the first meet-
ing at that level in which she had participated although she had,
of course, studied the communiqués of earlier meetings in this
series with interest. Her conclusion was that it was easier to
analyse the problems facing the world than to solve them: did
Mr. Sonoda think it likely that the Summit could come up with any
new solutions? Mr. Sonoda agreed that it would be difficult for
the Summit to achieve solutions to economic problems but expressed
the hope that it might contribute to the clearer identification of
what could be done in the way of greater mutual co-operation and

/ detailed discussion,
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detailed discussion, especially on energy. The Summit could also
consider the possibility of setting up some kind of permanent
machinery to promote this process. The Prime Minister commented
that Mr. Sonoda evidently had a more optimistic approach than her
own. There could be a risk of setting up yet more bureaucracy
without achieving anything practical.

In a short discussion of the world o0il situation, the Prime
Minister said that problems over oil resulted inevitably from
political problems in the Middle East, first between Egypt and
Israel and then in Iran; this was why the Western powers were striv-
ing for a political settlement in the Middle East which might have
the effect of reducing oil prices. Perhaps there could be some
discussion of the Middle East situation at the Tokyo Summit.

At the Prime Minister's request, Mr. Sonoda made some comments
on China's policies. He said that the Japanese Government regarded
the Chinese regime as very stable and dismissed rumours that China
was planning to inflict further "punishment" on Vietnam. It was
necessary to promote co-operation between the United States, the
U.K. and Japan in assiging China's modernisation programme. This
would have the effect of decreasing tension in Asia and of integrat-
ing China into the international trading system. Mr. Sonoda said
that Japan was now exporting large quantities of heavy machinery
and other capital equipment to China, particularly for the develop-
ment of China's mineral resources.

I am sending a copy of this letter to Martin Vile (Cabinet
Office).

B. G. CARTLEDGE

J'l- Sn “’all, ESq., '
Foreign and Commonwealth Office.




Ref. A09609

MR. CARTLEDGE

1 understand that the Private Secretary to the Secretary of State for Trade
is likely shortly to write to you suggesting that there would be advantage if
Mr. Nott could be included in the Prime Minister's party for the Tokyo Economic
Summit. I understand that the letter is likely to make it clear that Mr. Nott
does not expect to be included in the Summit discussions (these are confined
strictly to Heads of Government, Foreign Ministers and Finance Ministers) but
thet he would use his time in Japan in discussion of trade guestions with members
of the Japanese Government not iuvolved in the Summit meetings and possibly on
seeing something of Japanese industry. In other words Myr. Nott is proposing an
early visit to Japan and would like to be included under the Prime Minister's
umbrella and to travel in the aircrait.

1 am sure it is right for Mr. Nott to make an early visit to Japan.
Equally o we cught not to suggest including him in our formal delegation (but
he will not, I think, be suggesting this). Whether it will be convenient for the
Japanese Government to receive him during the Summit, even though he will not
be talking to the "Summit Ministers' may need to be sounded out rather carefully.
My impression is that the Japanese are putting such an effort into the
arrangements for the Summit, that Mr. Nott might well get a better reception
if he went at a different time. I suspect that our Ambassador ought to be asked
for advice on this.

IOHN HUNT

(John Hunt)




Foreign and Commonwealth Office

London SWI1A 2AH

22 May 1979
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TOKYO SUMMIT Lo~

As agreed this morning on the telephone, the Lord Privy
Seal raised the question of security arrangements for the
Prime Minister at Tokyo at his lunch with the Japanese Foreign
Minister today. While expressing the Prime Minister's
appreciation of arrangements in hand, the Lord Privy Seal
explained that the Prime Minister would prefer that, as in
this country, her personal security were treated on the same
basis as that of other Prime Ministers, and that she should
not have, as some reports had suggested, a special detachment
of female bodyguards. This point was reinforced by officials
with Mr Sonoda's Private Secretary, and the Lord Privy Seal is
satisfied that the point has been well taken and appreciated.
We would propose to follow this up immediately by instructing
HM Embassy in Tokyo to discuss the matter with the appropriate
Japanese authorities, making clear the Prime Minister's wishes
in this matter,

I am copying this letter to Martin Vile.

(PMM,
5 J Gomersalll

Private Secretary
to the Lord Privy Seal

Bryan Cartledge Esg
No 10 Downing Street
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PRIME MINISTER LJ ’ ﬂ}
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Tokyo Summit Preparations

You may like to have this brief report on the Preparatory Meetmg wh ch

I attended in Washington on 17th=19th May,

2.
(a)

(b)

We achieved a satisfactory measure of agreement on the following points:-
Tokyo should not be a rerun of the Bonn Summit. There was no case for
3 . # x : i —_—

pressing individual countries to take further action to stimulate world

demand, The Summit should avoid percentages and targets.

Given the short time available (only a day and a half not counting
finalisation of the communique and Press conference), the Heads of
Government ought to be selective in what they discuss. It was unlikely
that they could take any useful decisions on international monetary
matters (no great currency instability likely and too soon to judge the
effect of EMS) or on trade (following reasonably satisfactory conclusion
of the MTNs), UNCTAD would just have finished: and unless it ended in
disaster some of the heat would be off the North/South question. The
main topic which deserved discussion and on which progress could be
made was energy and its relationship to the world economy.

The comnmunique should be shorter than usual: and both less analytical

and more action-orientated,

[

This led us to feel that the main theme of the Summit might be:=

The Summit participants have largely honoured the undertakings they gave
at Bonn.

However new factors have intervened. The rise in o0il prices and the
energy shortage could have serious implications for growth, inflation

and unemployment if we do not face up to reality,

This leads to two main lessons:- -

(a) The need for structural change. .
P

(b) The need to ease the energy shortage.




(iv) Action to ease the energy shortage should include:-

(a) What oil price strategy is envisaged? How do we Elaz our cards

with the oil producers?
C —
(b) Conservation measures,

(c) Greater use of coal in some countries,

(d) A determined international effort to ensure the highest standards
of nuclear Enwe; safety, and to demonstrate this,

(e) Investment in new sources and renewables,

(v) The under-developed countries could be particularly vulnerable to energy
shortage and rising oil prices. The best way we can help them and they
can help us to help them is by maintaining open markets. There are
however a few specific measures which can be considered.

4, The next meeting of Personal Representatives is in Paris on 14th-16th June.
I should like, if I may, to report further to you before this because in Paris we
shall have a first discussion of the draft communique which the Japanese are
preparing. At that stage I suspect we will have to refight some of the battles

we won in Washington because the Japanese were alone in wanting a long and

platitudinous communique. (At one point Mr. Miyazaki said "Mr. Ghira is a

philosopher who does not mind platitudes'.) In the meantime I shall be
discussing with those concerned, including CPRS and the Department of Energy,
how we can make most impact on the energy front: and Sir Jack Rampton and
Sir Douglas Wass will be attending further meetings of the sub-groups on energy

and inflation that have produced papers for the Personal Representatives,

N

John Hunt

frr

21st May 1979




(iv) Action to ease the energy shortage should include:-

(a) What oil price strategy is envisaged? How do we play our cards
with the oil producers?

(b) Greater use of coal in some countries,

(c) A determined international effort to ensure the highest standards
of nuclear power safety, and to demonstrate this,

(d) Investment in new sources and renewals.

(v) The under-developed countries could be particularly vulnerable to
energy shortage and rising oil prices. The best way we can help them
and they can help us to help them is by maintaining open markets.
There are however a few specific measures which can be considered.

4, The next meeting of Personal Representatives is in Paris on 14th-16th June.
I should like, if I may, to report further to you before this because in Paris we
shall have a first discussion of the draft cornmunique which the Japanese are
preparing. At that stage I suspect we will have to refight some of the battles we
won in Washington because the Japanese were alone in wanting a long and
platitudinous communique. (At one point Mr. Miyazaki said "Mr. Ohira is a
philosopher who does not mind platitudes!’. In the meantime I shall be
discussing with those concerned, including CPRS and the Department of Energy,
how we can make most impact on the energy front: and Sir Jack Rampton and
Sir Douglas Wass will be attending further meetings of the sub-groups on energy

and inflation that have produced papers for the Personal Representatives.

e/

JOHN HU

2lst May, 1979




TXW 40&/306/1

PS/Lord Privy Seal

ECONOMIC SUMMIT, TOKYO Ty
{

1. Sir John Hunt telephoned this morning to speak about aLrEpnrt
which appeared on British television, when the General Election
results were announced, that when Mrs Thatcher attended the Tokyo
Summit, 20 "karate ladies" would attend her. Sir John Hunt raised
this with his Japanese colleague at last week's Washington Sherpas
Meeting; the latter told him that this report is in fact true.
Sir John said that Mrs Thatcher will attend the Summit as

and he was sure that she
would not want these ladies; press reaction in particular would be
unacceptable. He asked about action to be taken.

2. 1 said that on even minor Summit administrative arrangements

the Japanese MFA have so far proved intractable and the police are
reported to be even more so; a high-level approach is therefore
necessary. Shortly afterwards I Llearnt that Sir lan Gilmour is
giving the Japanese Foreign Minister lunch tomorrow. Sir John Hunt
spoke with Mr Stowe, who subsequently telephoned me to reiterate
that the Prime Minister would not want karate ladjes. It was agreed
that Sir Ian Gilmour should be asked to raise the matter at
tomorrow's lunch.

3. The Japanese police have received threats from various
organisations that an effort will be made to disrupt the Tokyo Summit
by various means; there is (as yet) no specific threat to the UK
Delegation itself. The physical security arrangements for the
safety of Ministers is always the responsibility of the host
Government. The Japanese police will bring in 26,000 police to cope
with what will clearly be very intensive security arrangements
indeed. The Prime Minister would lLike to be treated in exactly the
same manner as the other visiting Heads of Delegation; it is not the
degree of protection that is in question but the particular means of
carrying it out. If other Delegation leaders, for example are each
being assigned 20 karate gentlemen, the Prime Minister would have no
objection to this; but she does not wish to be singled out. She has
not had in the past and does not have now, any female Special Branch
officers.

4. On the assumption that this request is accepted, any subsequent
press enquiries as to why the karate ladies will not appear should
be played down as much as possible, both by the Japanese and ourselves.

- 1 have consulted FRD, PUSD and Security Department; PCD is not
the lLead Department for physical security arrangements but in the

lfinterests
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10 May 1879

The Prime Minister has seen Sir John

& minute of 8 May, in which he pPropx
that he should attend the Preparatory meeti:
for the Tokyo Lconomic Sw mit accompanied

il dlchael Palliser and LY. Louzens,

Conctent with ti

M.A. PATTISON

d.J. Vile, ksq.,
Cabinet Office.




PRIME MINISTER

You agreed that Sir John Hunt should
travel to Washington for the 17-19 May
meetings in preparation for the Tokyo Economic

Summit.

You agreed that Sir M. Palliser should
accompany him, but you asked whether Mr. Couzens

could be spared in view of the Budget.

Mr. Couzens handles the Overseas Finance
side of the Treasury. He is not directly
involved in Budget preparations. It is important
that the Treasury should be fully involved in

Economic Summit preparation.

Are you content that Mr. Couzens should

sk - L

9 May 1879




Ref. AQ09501

PRIME MINISTER

You will probably know that the preparations for the Economic Summits

are made by a group of Personal Representatives of the Heads of Government
concerned rather than through the normal bureaucracy. I have represented the
United Kingdom hitherto and I should be grateful if you would let me know whether
you are content for me to continue to do so. %, —_ ? LD o e M#_‘

1 have to ask this question now because, before the Election was called, a
Preparatory Meeting was arranged to take place in Washington on 17th-19th May.

This would mean me leaving by the Concprde on the evening of Thursday week

(but I would of course be present for Cabinet that day) which should get me to
Washington in time for a working dinner that evening. The meeting would
continue through Friday and Saturday and I would fly back on Saturday night.
For the meeting itself (but not for the working dinner which is confined strictly

to Personal Representatives) I would be accompanied by Sir Michael Palliser and

Mr. Couzens of the Treasury. Can ke I'.N- J,ﬂ,:-h{ - b '1 W;W’

Although my main purpose in going to Washington would be in connection

with the Economic Summit preparations, you should know that Dr. Brzezingki

has asked me to have a working lunch alone with him at the White House on|the

Friday. This would provide a convenient opportunity to open up the reconfirma=-
tion of the various nuclear agreements as between you and President Cartg¢r if
vou have been able to hold the proposed Restricted Meeting of Ministers

leave for Washington,

P

pseet s o4

8th May, 1979
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