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East/West Economic Relations (Pipeline)

1. We agreed this morning that it would be helpful if I
were to set out briefly how things now stand on the pipeline

issue.

2. The seven Economic Summit countries (plus EC Presidency
and Commission) met in Washington on 22 October and our
Ambassador deployved the line which we had agreed in Cabinet
on the previous day. In particular Sir O Wright underlined
that while we were prepared to accept Mr Shultz's paper as
providing a general orientation for an overall approach to
the problem, we were not committing ourselves to the outcome

of thestudies which the paper envisaged.

3. Following that meeting, the Americans redrafted the Shultz
paper and I attach a copy of the redraft for ease of

reference. The most important change was that they had made

the criteria in para 2 (which none of the Europeans had liked)
much more balanced and less prejudicial than they were in the
original paper. For example, a new criterion had been added,
spelling out that it was not our purpose to engage in economic
werfare against the Soviet Union. These new criteria have thus
made the points of difficulty for us in the rest of the paper
(particularly credits and advanced technology) easier to accept.
We therefore gave our Ambassador the discretion to accept this
new version (including the passages in brackets) on the clese Cleas”

understandingg

(a) that our acceptance of the studies was without

commitment on their outcome; and

/(b) that
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that the Americans would 1lift their measures
(including the Denial Orders) once the paper

was agreed.

4, George Shultz discussed the redraft with the British,
French and German Ambassadors on Sunday 24 October.

Oliver Wright spoke to his instructions and Shultz formally
confirmed our understandings as outlined above. This is

an important point, because Shultz has thus specifically
recognised that Britain cannot be led down the slippery
slope of prior commitments to the outcome of studies that

have yet to be undertaken.

5. The French have maintained their reservations on
credits, on the principle of not entering into new
contracts for gas supplies while the energy studies
proceed, and on the examination of possible new controls
on advanced technology. But when I spoke to Claude
Cheysson in Luxembourg on Monday, he recognised that, in
the interests of getting the US measures lifted, it was
important to get on with the exercise as rapidly as

possible. That, at least, was a step forward.

6. The German and the Italian positions seem close to
our own. The Japanese are particularly sensitive over
the technology point, but will not hold out againsit their
other Summit partners. On the whole, the Community has

proved helpful.

7. We heard yesterday that the State Department is

proposing to hold a further meeting of the Seven plus

in Washington tomorrow. They aim to circulate

beforehand a second revision of their paper to take some
account of the French concerns. Our officials will be
meeting to consider that redraft and any further instructions

to Sir O Wright that may prove necessary. But if the text

/does
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does move further in the French direction, it should

prove easier for us, and our European partners.

8. Like Arthur Cockfield, I am very conscious that this
is a difficult exercise. I recognise that we must not
be manoeuvered into accepting commitments which we
believe fundamentally mistaken and potentially damaging
in order tc¢ achieve our aim of getting President Reagan
to 1ift. But I am equally conscious th&t we have to
offer the President a credible package. I also believe
that all our essential interests have been skilfully

safeguarded by Oliver Wright.

9. I cannot pretend that the outcome is assured. Much
still depends upon the French. I am clearer, however,
than when I last reported to my colleagues, that the

US Administration does %&iﬁ to find a way out of this
sterile dispute. I am & persuaded that this course
offers us the best prospect of getting the US measures
lifted. If we can bring it off, we shall not only have
brought great relief to our firms. We shall also have
given the Alliance a more coherent basis for framing

sensible policies over East-West economic relations.
10. We have, of course, been working closely with all
the Departments concerned during these negotiations and

will continue to do so.

11. I am copying this minute to Cabinet colleagues,

4
)

and to Sir Robert Armstrong.

( FRANC é PYM)

Foreign and Commonwealth Office

28 October 1982 SECRET







FOLLOWING P
MY TELNO 343

» FCLLOWING 1S TEXT OF U.S. REDRAFTED PAPER,
OUR=POWER MEETING WITH SHULTZ 94 24 GCTOBER:

4
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1. OUR GCVERMNMENTS RECOGNIZE THE NECE OF COMDUCTING
THE|R RELATIOMS WITH THE USSR ON S OF A GLO3AL AY
COMPREHENSIVE POLICY DESIGNED TO SERVE 0uR Ol FUNDAMENTA
SECURITY INTERESTS. THEY ARE PART)CULARLY COMNSCIOUS OF TH
NEED FOR A COMMON APPROACH IN :"“H”Wl

MUST 3& COORDIMATED WITHIN TH

STRATEGY. THEY A

WHOLE,
IN A SPIRIT ©

— THAT THEY WILL NOT UMNDERTAKE TRA:
CONTRIBUTE TO THE MILITARY CAPARILIT

— THAT IT IS NOT IN THE}R
SCVIET ECONOMY: TRADE SHOULD 3€
W1THOUT PREFERENTIAL TREATHENT.

= THAT THEY WILL TAKE NO STEPS T
POS+TION OF THE WEST.

— THAT IT IS NOT THEIR PURPOSE TO ENGAGE IN ECOMIMIC
WARFARE AGAINST THE SOVIET UMIOM. TRAI H THE SOVIET 110N
AND CASTERN EURCPE SHOULD PROCEED ON 1S OF A 5TRICT
EALANCE OF ADVANTAGES AND OBLIGAT)ONS.

THEY AGREE TO EXAM|ME THOROQUGHLY HOW TO APPLY
CRITERIA, TAKING INTO ACCOUNT THE VARIOUS ECONOM)
POLITICAL PROBLEIAS INVOLVED, WITH THE VIEW
COMMON LIHE OF *CTI;H.

CCUNTRIES.
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HIGH TECHNOLOGY
INCLUDINC O1IL
CREDIT POLICY:
ENERGY:
AGRICULTURAL P .
FHE F D OF ENER( HE EUSDOPCZAN GOVERNMENTS, AS THEY
ENERGY, WILL INITIATE A
EMENTS OVER THE MEXT
THOSE
Uit I TED
PREPARED UND

DECISION THE FOLLOWING
MADE , HAVE AGREED OM THE FOLLOWING
(A) THEY WILL WORK TOGETHER WITHIN THE FRAMEWORK CF
THE COORDINATING COMMITTEE (COCOM) TO PROTECT THE ZOHTEMPORARY
SECURITY JNTERESTS OF THE ALLJAWCE. THE L]ST OF STRATEGIC
ITEMS WOULD BE EVALUATED AND, IF MECESSARY, AD
OBJECTIVE WILL BE PURSUED AT THE COCOM REVIEW HNOM
THEY FURTHER AGREE TO TAKE THE MECESSAPY MEASURES
THE EFFECT VENESS Al SP( H i L
THEIR MATIOHAL MECH
LECISIONS.
1T WAS AGRZED AT VERS
E ECONCHMIC AND H WITH THE SOVIET
EURGPE WOULD & 13J TO ?Lr?hffk EX POST
ARE AGREED
MECHAN1SM FCR THJS PURPOSE
BRACKETS) HAVING IN MIND THE OBJECTIVE OF
SOVIET ECONOMY, ALLIED GOVERMMENT
TO HARMONIZE NATIONAL POLICIES 4
CREDITS, COVERIMG |HTEREST RATES,
(END SQUARE SQAuK:TS]
BRACKETS) DURIHG THE COURSE
-&LL.IED-GOV:PN?"’ NTS WILL NOT APPROVE
1ET UMI0H FOR THE PURCHASE OF
NOT BEEN CONCLUDED. nD
SQUARE JRACKETS) ALLIE
WHETHER THEIR SECURITY
SOVIET UNIOK ANMND
ADVAMNCED TZCH
BUT INCLUD)
GAS SECTOR.
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