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Thank you f o r your l e t t e r o f 24 October conveying the Prime 

M i n i s t e r ' s concern about BP's o i l s u p p l y p o s i t i o n . The 

Sec r e t a r y o f State i s w a t c h i n g t h i s s i t u a t i o n v e r y c l o s e l y . 

There i s a c l e a r i n t e r e s t f o r HMG t o see t h a t BP's i n t e r e s t s 

are p r o t e c t e d , so f a r as UK s e c u r i t y o f supply and the f i n a n c i a l 

o b l i g a t i o n s put on BNOC are n o t p r e j u d i c e d . But beyond a c e r t a i n 

p o i n t t h e r e can be no f u r t h e r r e c o n c i l i a t i o n o f these o b j e c t i v e s 

and a choice has t o be made. My S e c r e t a r y o f State i s c l e a r 

t h a t a t t h a t p o i n t UK s e c u r i t y o f sup p l y must be g i v e n primacy. 


The Prime M i n i s t e r may l i k e t o know t h a t a n e g o t i a t i n g meeting 

was h e l d on 22 October a t which t h e Head o f our O i l D i v i s i o n 

was present." The mood f o l l o w i n g t h i s meeting was much improved 

and both s i d e s agreed progress had been made. The next meeting 

i s on 31 October. We s h a l l a g a i n be r e p r e s e n t e d and I w i l l 

a d vise you i  f d i f f i c u l t i e s a r i s e . 


The Prime M i n i s t e r suggested t h a t i n o r d e r t o balance t h e i r books 

BP might s e l l spot some o f the o i l they buy from BNOC. The Tokyo 

Summit communique c o n t a i n e d a commitment t o discourage spot 

market t r a n s a c t i o n s b u t , even l e a v i n g t h a t a s i d e , BP's shortage 

o f o i l means they would have t o buy o t h e r volumes t o r e p l a c e those 

s o l d and these c o u l d o n l y be o b t a i n e d i n t u r n on t h e spot market. 

BP would thus be no b e t t e r o f f v o l u m e t r i c a l l y o r f i n a n c i a l l y . 


I am sending copies o f t h i s l e t t e r t o Paul Lever ( F o r e i g n and 

Commonwealth O f f i c e ) , Tony B a t t i s h i l l (HM Tr e a s u r y ) and M a r t i n 

V i l e ( C a b i n e t O f f i c e ) . 


1 J Burroughs 

P r i v a t e S e c r e t a r y 


CONFIDENTIAL 



