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Thank you for your letter of 19 August. It is, hint ry important that w
should give no impression to the American Administration that we are weakening in
our resolve or in the depth of our objection to the embar As Mr Pym pointed
out in his Telegram Number 1526 of 19 August we regard the Administration's
action as quite unacceptable both o grounds of extra-terri oriality and retrospection.
We would therefore regard a ion he American Administration against the

British companies concerr 3ting j

could not stand aside. Provide you feel that 0

this matter is not in any way biuscate y the terms of the draft message to
Shultz then we have no objection, subj one minor drafting change.

That is that we think that the reference in the third paragraph to "taking forward
the Buckley discussions" should be omitted. The Buckley discussions failed,

whether any purpose will be served by encouraging the Americans tg think that the
European allies would welcome the perpetuation of the Bucklev discussions, or that
further discussions on credit would necessarily lead to the sort of limitations the
United States were seeking in the run to the Versailles Summit.

principally due to the French credit agreement on the USSR. We therefore doubt
ns

We note that you are not proposing to clear thi
French and Germans and assume that you are satisfied that on balance this is the
best course to pursue.
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East/West Economic Issues/Siberian Pipeline

I enclose a copy of Washington telno 2735 in which our
Chargé d'Affaires makes some suggestions as to how we might seek
to improve the atmosphere in Washington with the aim of mitigating
the American reaction against violations of US restrictions by
European companies fulfilling their pipeline contracts.

Against the background of the recent exchanges between the
Prime Minister and President Reagan and the President's very firm
linking of his 18 June measures with events in Poland, Mr Pym
doubts whether other linkages of the sort suggested by Mr Thomas
would be likely to achieve our aim. Nevertheless he is concerned
that we should do all we can to improve the atmosphere in
Washington, to put the pipeline problem in its right context and
therefore to demonstrate our willingness to engage 1in discussions
of the wider East/West economic issues to which we are committed
under the Versailles, Bonn and other declarations. I hope,
therefore, that you can agree that instructions on the lines of
the enclosed draft telegrams should be sent as soon as possible
to Washington.

I am sending copies of this letter to Tim Flesher (No 10) and
to Richard Hatfield(Cabinet Office). Given the particular forum
suggested for the consultations with the Americans I would be
grateful if the drafts could be given appropriate handling.

L{MA Ll

Ty

(J E Holm®s)
Private Secretary

John Rhodes Esg
Private Secretary
Department of Trade
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FM FCO AUGUST 82

TO IMMEDIATE WASHINGTON

TELEGRAM NUMBER

INFO ROUTINE PARIS, BONN, ROME, UKREP BRUSSELS, UKDEL NATO,

MOSCOW (for Ambassador/Minister) :
YOUR TELNO 2735: EAST/WEST ECONOMIC ISSUES/SIBERIAN PIPELINE

| I agree that we should do what we can to improve the
atmosphere in Washington and help those who are disposed to
argue for a relaxation or adjustment of US measures. Against
the background of the recent exchanges between the Prime Minister
and President Reagan and the latter's firm Linkage of his

18 June measures to events in Poland, I doubt whether other
linkages of the sort you outline would have the desired effect.
2 Nevertheless I agree that we should try to build on the
talk I had with Mr Shultz on 29 July and seek to get a proper
dialogue going again on the wider East/West economic issues
covered in the Versailles and Bonn Declarations.

S You should hand over the message from me to Shultz in

MIFT as soon as possible. When doing so you should stress our

willingness to discuss the wider issues involved as well as our

hope

Private Dept| Limited:
i EESD PS/Mr Hurd
TRED PS/Mr Rifkind

ERD PS/PUS
J_E HOLMES ECDC(E) Siri J Bullbard

phone number Defence Dept Mr Evans
233 4641 Planning Staff mr Goodison
) ESID Mr Hannay
irised for despatch NAD
PUSD
News Dept
ESSD
b




)UT TELEGRAM (CONT)

Classification and Caveats
| SECRET - BURNING BUSH IMMEDIATE
Y

ZCZC

hope that not only the rhetoric but also the scope of any US
measures will allow these wider discussions to proceed in a

constructive manner.

NNNN ends S LMK Catchword

telegram
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FM FCO AUGUST 82
TO IMMEDIATE WASHINGTON
TELEGRAM NUMBER
INFO ROUTINE ROME, PARIS, BONN, MOSCOW, UKREP BRUSSELS, UKDEL
NATO
EAST-WEST ECONOMIC ISSUES/SIBERIAN PIPELINE
T Text of message as follows:
BEGINS

Following our very valuable talk on 29 July I have been
giving some thought to the range of East/West economic issues
on our current agenda. On the pipeline we have of course since
taken the Limited action to which the Prime Minister referred in
her message of 2 August-to the President. We have been careful
to keep the rhetoric down so as not to threaten wider and more
important Western interests, and I know that you will be
concerned to respond in the same spirit.

There are other aspects of East/West economic relations
which need to be examined, such as credit, high technology and

agricultural exports to the East, and also Eastern European

debt. Our two governments and others are committed to

Catchword

discussing

Private Dept Limited:

| EESD PS/Mr Hurd
e M i ARG TRED PS/Mr Rifkind
J E HOLMES NAD PS/PUS
el o TR Planning Staff Sir J Bullard
one numbe Defence Dept Mr Evans
233 4641 : J ECDILE) Mr Goodison
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OUT TELEGRAM (CONT)

Classification and Caveats
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discussing these questions in the OECD and NATO, as well as in

COCOM. COCOM issues aside, our preference would be for OQOECD
to undertake the bulk of the data collection and basic
analytical work. But there is a fair amount of overlap and
we Wwill need to take a view on how to coordinate the various
discussions.

I think it would be helpful in the coming months if you

and your principal allies could work closely together to inject
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some order into this process and promote the maximum consensus,
taking forward the discussions with Jim Buckley earlier this
year. I have therefore been wondering whether the Four
Political Directors could meet in the next few weeks, with
economic colleagues present also, in order to try to isolate the
most pressing questions and develop a plan of action. They
could do this either when they meet during or just before the
autumn session of the UN General Assembly, or earlier if this
were feasible.

It does seem to me very desirable to try, between the four
of us, to chart the way forward on the consultations to which
we are all committed by the Versailles, Bonn and other
declarations. Without some degree of prior consultation and
agreement in the Four I fear that these discussions could all
too easily lose their way and lead to nothing except a further
bout of the kind of disagreement and recriminations we all wish
to avoid.

I should be interested to know your thoughts on this subject
as soon as you are able to let me have them. Meanwhile I am not

saying anything to either our French or our German colleagues.

PYM
NNNN

NNNN ends Catchword
BLANK
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