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C a l l on t h e P r i m e M i n i s t e r by t h e 

P r e s i d e n t of t h e E u r o p e a n Commission on 21 May, 1979 


In y o u r l e t t e r o f 21 M^y you a s k e d f o r a d v i c e on how a s t u d y 

c o u l d be i n i t i a t e d on t h e b a r g a i n i n g p o s i t i o n o f t h e West, and of 

t h e EEC i n p a r t i c u l a r , v i s - a - v i s OPEC i n any f o r t h c o m i n g n e g o t i a 

t i o n s on o i l p r i c e s and s u p p l i e s . 


O f f i c i a l s a r e p r e p a r i n g a n o t e on t h i s s u b j e c t , w h i c h I s h a l l 

t h e n f o r w a r d t o you and t o t h e P r i v a t e S e c r e t a r i e s o f o t h e r 

d e p a r t m e n t s c o n c e r n e d . I f t h e P r i m e M i n i s t e r and h e r c o l l e a g u e s 

a g r e e w i t h t h e n o t e ' s c o n c l u s i o n s , t h e y c o u l d be r e f l e c t e d i n t h e 

b r i e f i n g on p r o d u c e r / c o n s u m e r c o n t a c t s b o t h f o r t h e E u r o p e a n 

C o u n c i l m e e t i n g a t S t r a s b o u r g and f o r t h e Tokyo Summit. 


The P r i m e M i n i s t e r may meanwhile l i k e t o know t h a t o f f i c i a l s 

have o v e r t h e p a s t t h r e e months been d o i n g some p r e l i m i n a r y work 

c o n s i d e r i n g t h e b a s i s f o r p r o d u c e r / c o n s u m e r c o n t a c t s and t h e 

o b j e c t i v e s w h i c h t h e West i n g e n e r a l , and t h e UK i n p a r t i c u l a r , 

s h o u l d s e t t h e m s e l v e s . We have so f a r c o n c e n t r a t e d on: 


( a ) s t u d y i n g t h e	 medium t e r m o u t l o o k f o r t h e w o r l d 

e n e r g y m a r k e t , w i t h s p e c i a l e m phasis on o i  l 

p r o d u c t i o n and p r i c e s . I a t t a c h a p a p e r , w h i c h 

was p r e p a r e d by t h e FCO, T r e a s u r y , Bank o f 

E n g l a n d and Department o f E n e r g y o f f i c i a l s , 

and w h i c h has been s u b m i t t e d t o M i n i s t e r s c o n 

c e r n e d i n t h e s e D e p a r t m e n t s ; 


( b ) s e e k i n g t h e	 v i e w s o f o u r main p a r t n e r s on 

medium t e r m p r o s p e c t s , and m aking s u r e t h e y 

a r e aware of o u r t h i n k i n g . We p a s s e d an 

e a r l i e r v e r s i o n o f t h e p a p e r - w r i t t e n b e f o r e 

t h e I r a n i a n r e v o l u t i o n - t o t h e A m e r i c a n s , 

F r e n c h and Germans, and we have now i n s t r u c t e d 

o u r p o s t s i n t h e s e c o u n t r i e s t o hand o v e r a 


J	 s u i t a b l y b o w d l e r i s e d v e r s i o n o f t h e p r e s e n t 

* p a p e r ; 


( c )	 d e f i n i n g t h e o b j e c t i v e s o f t h e d e v e l o p e d 

consumer c o u n t r i e s i n any d i a l o g u e w i t h 

OPEC. Some p r e l i m i n a r y work has t a k e n 

p l a c e w i t h i n t h e IEA and EEC, and work w i l l 

c o n t i n u e . The n o t e by o f f i c i a l s w i l l s e t 

out o u r p r e s e n t c o n c l u s i o n s ; 


/ ( d ) 

B G C a r t l e d g e Esq 
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( d )	 t r y i n g t o d e f i n e OPEC p r o d u c e r s ' o b j e c t i v e s , 

w h i c h w i l l p r o b a b l y c o n t i n u e t o be t o 

r e s i s t n e g o t i a t i o n s on e n e r g y a l o n e (and 

e s p e c i a l l y on o i l p r i c e s ) , t o seek a w i d e r 

agenda c o v e r i n g t r a d e and a i d i s s u e s , as 

d u r i n g t h e CIEC n e g o t i a t i o n s , and g e n e r a l l y 

t o blame consumers f o r t h e w o r l d ' s e n e r g y 

d i f f i c u l t i e s . 


The A m e r i c a n s have h i t h e r t o t a k e n t h e l e a d and t r a d e d 

h e a v i l y on t h e i r s p e c i a l r e l a t i o n s h i p w i t h S a u d i A r a b i a . But 

t h i s r e l a t i o n s h i p i s not what i t was. As r e g a r d s p r o d u c e r / 

consumer c o n t a c t s , some o f o u r p a r t n e r s a r e i n f a v o u r , o t h e r s 

a r e p e s s i m i s t i c about t h e West's b a r g a i n i n g p o s i t i o n ; t h e 

A m e r i c a n s have been v e r y n e g a t i v e though t h e r e a r e s i g n s o f 

change. The p r o d u c e r s may not a g r e e t o any t a l k s e x c e p t on 

t h e i r own h i g h t e r m s , though t h e r e a r e d i f f e r e n c e s o f v i e w 

between them w h i c h we m i g h t be a b l e t o e x p l o i t . 


B e f o r e any c o n t a c t s , l e t a l o n e n e g o t i a t i o n s t a k e p l a c e , 

t h e r e f o r e , i  t w i l l be v i t a l t o c o n c e r t t h e West's b a r g a i n i n g 

p o s i t i o n . Once we have done o u r homework, we c o u l d p r e s s 

f o r c o o r d i n a t e d W e s t e r n (and Community) r e s e a r c h on o u r b a r g a i n 

i n g p o s i t i o n i n n e g o t i a t i o n s . But t h e t i m i n g and t a c t i c s w i l l 

need f u r t h e r c o n s i d e r a t i o n . 


We have made e n q u i r i e s about t h e CIA p a p e r o f 1976 and 

w i l l s e n d you a copy as soon as i t can be l o c a t e d . 


I am s e n d i n g a copy o f t h i s l e t t e r t o t h e r e c i p i e n t s o f 

y o u r s and a l s o t o t h e P r i v a t e S e c r e t a r y o f t h e C h a n c e l l o r o f 

t h e E x c h e q u e r i n v i e w o f t h e f a c t t h a t t h e T r e a s u r y have been 

c l o s e l y i n v o l v e d i n t h e work on t h i s s u b j e c t and c h a i r e d t h e 

i n t e r d e p a r t m e n t a l group t h a t p r o d u c e d t h e p a p e r I have e n c l o s e d 


CONFIDENTIAL 





