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With the Olympics over but no apparent likelihood of Soviet withdrawal
from Afghanistan, we need to review our attitude to trade relations
with the USSR. Our basic policy this year has been to seek the
development of mutually beneficial trade but with the minimum of
Government involvement.

On the whole, the policy has worked quite well; txade has increased
with a reduction in our customary adverse balance, and the Russlans
have even been friendly towards British firms - probably with the
aim of contrasting short-term commercial interests with the general
position which it has been necessary for us to adopt. But we cannot
count on this friendliness continuing indefinitely and it is
noticeable that few sizeable contracts have been placed here by
Soviet organisations during the last éight months. If the United
Kingdom Government, in contrast to virtually every other Western
government, continues to maintain its present attitude, the amount
of business coming our way seems bound to decline to the benefit of
no—one but our commercial rivals. This would have important
implications for firms in the process engingering gector and others
for which the Soviet bloc is a2 very important market. Unless their
interests can be promoted at the beginning of the Soviet Five-Year
Plan 1981-85, they are liable to lose out during the whole of the
Plan period. *

These considerations lead me to feel that we must now make a limited
change of course so as to protect our interests but without giving
the impression that the invasion of Afghanistan is a fait accompli
and business is back to normal. I would not want to go as far as
the French, who seem fully to have resumed the normal round of
intergovernmental exchanges and are contlnulng to provide the Soviet
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Union with credit on exceptionally favourable terms, or emulate the .
ermans in negotliating a new co-operation programme. But on the
other hand it would be costly to us to remain at arms length with
the Soviet Union to the same extent as the USA, which has very
different and domestically relatively less important trade at stake.

I therefore suggest that we begin to pick up the threads at a
deliberate pace. We would continue to provide support for trade
fairs, missions and other normal promotional activities where
these can be seen to benefit our firms, but we should now also

resume discussions on the implementation and up-dati of the United
Kingdom/Soviet Scientific/Technological and Econommc%igdustrial"
"Co-operation Programmes, which relateé directly to expor portunities.
It f&TIows that we should also be prepared in due course to hold the

th session of the Joint Commission (held over from May). This is
the only point which gives me pause, since the Soviet Delegation
would be headed by a Deputy Minister, and it would be normal for
Cecil Parkinson to lead our side. This might be the first occasion
since the invasion of Afghanistan when a Soviet Minister was invited
by the Government to visit the United Kingdom, and I should be grateful
for your views. We should in any case make these exchanges as
businesslike as possible avoiding activities purely intended to promote
goodwill and the exchange of information with no direct commercial
content.

I understand that colleagues are reviewing a number of the current
specialist agreements with the Soviet Union in the industrial, cultural
and other fields, and the activities of individual joint working parties
It is clearly right that we should look very hard at the benefits
resulting from these activities but I feel that it would be better not
now to attempt an across the board re-negotiation of our working
relationship with the Soviet Union. Our aim is to restore the
necessary basic relationship with the minimum of involvement and
complication. Individual activities will need to be treated on their
merits.

I seek my colleagues' agreement to these proposals and am sending
copies of this letter to the Prime Mirister, Members of OD, the
Secretaries of State for Industry, the Environment, Energy and
Agriculture, and the Secretary to the Cabinet. .~
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The Secretary of State for Trade wrote to the Foreign and Cornmonwe

tx

Secretary on 18th September about this, copying his letter to the Prime Minister,
OD colleagues and the Secretaries of State for Industry, the Environment,
Energy, Agriculture and Sir Robert Armstrong.

2. Mr. Nott proposed that the time had now come to review the Government's
attitude to trade relations with the Soviet Union. He pointed out that if the
United Kingdom, in contrast to virtually every other Western Government,
continued to maintain its present attitude, the amount of business coming to

this country seemed bound to decline to the benefit of this country's commercial

rivals. He therefore suggested a limited change of course in order to protect

British interests but without giving the impression that business was back to

normal. In particular he suggested that we should now resume discussions on
—

the implementation and updating of the United Kingdom /Soviet Scientific/

Technological and Economic/Industrial Co-operation Programmes which relate

directly to export opportunities. This would involve holding the 9th Session of
the Joint Commission in due course, At this occasion the British side would
normally be led by Mr. Cecil Parkinson, and Mr. Nott sought agreement that
Mr. Parkinson might invite his Soviet opposite number to come to London for
these talks.

3. The Foreign and Commonwealth Secretary has now agreed to this

proposal, as a necessary move to protect the competitive position of our exports

of non-strateﬁ}'c goods to the Soviet Union. He, the Secretary of State for Defence,

the Minister of Agriculture and the Secretary of State for the Environment have

made various cautionary remarks in their replies which Mr. Nott accepts.

Mr. Nott's Private Secretary tells us that his Secretary of State now feels that

he has the agreement of his colleagues which he needs in order to go ahead with
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the action he proposes without the need for a formal OD discussion., You may

care to inform the Prime Minister of the position which has been reached, and

to make sure that she is content with the action that Mr. Nott is proposing
% &

(D.J. Wright)

to take,

14th October, 1980
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The Prime Minister has seen your
minute to me of 14 October on this subject.

She is content for Mr. Nott to go ahead.,

MICHAEL ALEXANDER

21 October 1980
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SECRETARY OF STATE FOR TRADE

Trade with the Soviet Union

I Thank you for your letter of Lg/é;ptember.

2. Since the Soviet invation of Afghanistan, we have,

of course, taken two decisions which affect the way in
which Anglo/Soviet trade is conducted. The first was

not to renew the Anglo/Soviet Credit Agreement of 1975 but
To offer the Soviet Union instead export credit on a case
by case basis on terms fully in line with the OECD
consensus. The second was to participate in the informal
agreement among COCOM countries that no general exceptions

should be made to the COCOM rules as far as the Soviet

Union is concerned and to join in discussions about
widening the scope of the COCOM embargo. I attach
considerable importance to both these decisions and
believe we should do our utmost to stick to them and

persuade our partners and allies to do so too.

3. We have not, however, attempted to take action to

limit normal trade with the Soviet Union in non-strategic

goods which brings benefits to our exporters. I therefore
agree that we should do what is necessary to protect the

competitive position of our exports in this area, and I do
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not think we could hope to do this if we abandoned the
inter-governmental activities which provide the frame-
work within which our exporters operate and which the
UK and other Western countries have seen as the
necessary basis for conducting trade with state trading
countries., The imminence of the next Soviet 5-year

plan is, as you say, an important consideration.

4, I therefore agree that we should hold the next
session of the Anglo/Soviet Joint Commission when we
are ready for it and should be content for Cecil
Parkinson to invite his Soviet opposite number to
London for this purpose in the first part of next year.

T

The invitation itself presumab{y need not issue for a

little while yet. It follows that I see no objection

to our holaing the traditional reviews of our Economic

and Industrial and Scientific and Technological
Cooperation Programmes before then. I also agree that
all these activities should be as businesslike as

possible.

5 For the rest, I think that we should pursue
energetically the work begun before the invasion of
Afghanistan to eliminate from our cooperation programmes
activities which have done us no good and to make the
cooperation programmes more effective vehicles for the
promotion of British exports. As far as other bilateral
agreements are concerned, I believe that these
agreements should be made to serve British interests
better than has sometimes been the case in the past and

that a substantial redirection of effort under some

/agreements
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agreements will be necessary. My officials are already
in touch with officials in some other departments about
how these general principles should apply in particular

dareas,

6. I should add that we would, of course, need to
review the whole range of our trading and other
relationships with the Soviet Union should the Russians

intervene by force of arms in Poland.

7 I am sending a copy of this minute to the Prime
Minister, Members of OD, the Secretaries of State for
Industry, Environment, Energy and Agriculture, and the

Secretary to the Cabinet.

(CARRINGTON)

Foreign and Commonwealth Office

9 October 1980
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Stuart Hampson Esqg

Private Secretary to the

Rt Hon John Nott MP o Qﬁw/
Secretary of State S
Department of Trade

1 Victoria Street

London SW1H OET 29 September 1980

DE

TRADE WITH THE SOVIET UNION

The Chief Secretary has asked me to say that he does not wish to
cormment on the proposals in the letter of 18 September from
your Secretary of State to the Secretary of State for Foreign
and Commonwealth Affairs, and is content for them to be agreed
sub ject to the views of Lord Carrington.

I am sending copies of this letter to the Private Offices of
the Prime Minister and of other Ministers who received copies
of your Minister's letter.
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T F MATHEWS
Private Secretary




