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Fromthe Secretary of State

The Rt Hon the Lord Carrington KCMG IMC
Secretary of State for Foreign and
Commonwealth Affairs

Foreign and Commonwealth Office
Downing Street

Tondon EWAA 2AT, &3 October 1980
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CREDIT TERMS FOR BUSINESS WITH THE USSR

In my letter of 18 September 1 sug ed that in the interests
of our trade prospects through their next Five Year Plan period
(1981-85) we ought now to consider a limited change of course
in our relationship with the USSR.

Added point is given to the desirability of such a change by

the opportunity for Rolls Royce to participate in the £5 billion
project to bring to Western Europe part of the production of

the West Siberian gas field. Rolls Royce are keen to participate
with a Franco/West German consortium in a bid for the construction
of 37 compressor stations required for this very large project.
They hope to win a substantial part of the project's &£800 million
turbine/compressor equipment requirement. They have very little
prospect of succeeding in this endeavour unless they are able to
arrange UK finance for their participation on terms similar to
those available from France and Germany. In the case of France
the terms provided for under the Franco/Russian Credit Agreement
will probably apply. These provide for an interest rate which is
2% below the Consensus minimum to which we have adhered since the
expiry of our credit agreement with the Russians in February.

The Germans do not subsidise interest rates and are, therefore,

less constrained by the Consensus: they are said to be offering




credit at an interest rate similar : available from France.

Although the negotiations are at a very early stage and the terms

of the financing package will take some time to emerge it would be
useful to establish the attitude we should adopt towards this

case. Rolls Royce are anxious for guidance as to the support

that HMG is willing to provide. My own view is that we should allow
ECGD support to be given to enable Rolls Royce to compete on equal
terms for this valuable prospective business. I would be grateful
for your views and those of the other recipients of this letter.

This course would, I think, be consistent with our preparedness to
look to our own interests in the application of our present cool
attitude in our relations with the USSR, and is one that we might
adopt in carefully selected cases where those interests stand to

benefit substantially.

I am copying this letter to the Prime Minister, Geoffrey Howe and

Keith Joseph.

G e

JOHN WOTT
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SECRETARY OF STATE FOR TRADE

Credit for the Soviet Union

3 Thank you for your letter of 23 @ctober. It raises
a good many difficult issues, which have implications
going beyond Rolls Royce's interest in the West Siberian
pipeline project. Among them are the political
acceptability, both at home and abroad, of relaxing our
policy on credit for the Soviet Union when the Russians
have shown no sign whatever of modifying their policies
in Afghanistan; and our general attitude towards Western
coordination of credit rates. I think that the best way
forward would be for officials of interested departments
to prepare a paper which we might discuss in OD. The
paper will need to cover the point I have mentioned as
well, no doubt, as the implications of the present project

for Anglo-Soviet trade as a whole, Rolls Royce's financial

position, and employment in this country.

2 I am sending copies of this minute to the Prime
Minister, the Chancellor of the Exchequer and the Secretary
of State for Trade.
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Foreign and Commonwealth Office

5 November 1980
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CABINET OFFICE
20 Whitehall. London swia 2as Telephone o01-233 8319

From the Secretary of the Cabinet - Sir Robert Armstrong KCB.CVO

Ref: A03368 28th October 1980
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Trade with the Soviet Union

Your Secretary of State wrote to the Foreign and Commonwealth
Secretary on this subject on 18th/September copying his letter to the Prime
Minister, the other members of OD, the Secretaries of State for Industry,
for the Environment and Energy, the Minister of Agriculture, Fisheries
and Food and the Secretary of the Cabinet. Your Secretary of State has
already had the agreement of the Foreign and Commonwealth Secretary
to his proposal and he has also received comments from the Secretary of
State for Defence, the Minister of Agriculture and the Secretary of State
for the Environment. You will wish to be aware that the Prime Minister
has now given her approval to the course of action he has proposed.

Copies of this letter go to the Private Secretaries to members of
OD, the Secretaries of State for Industry, the Environment and Energy and
the Minister of Agriculture, Fisheries and Food.
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(D.J. Wright)

S. Hampson, Esg
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