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CONFIDENTTAL,
CREDIT TERMS FOR BUSINESS WITH THE soyrpy UNTON
1

Ty of State for Trade (on(g0) 75)

and Possibly other Brit
to compete for over £200 million worth of orders
0

from West Siberia.

about an opportunity for Rolls-Royce Limiteq ish companies

in comnection with a gas Pipeline

THE SECRETARY OF STATE FOR TRADE saiq that in his view

it would be right to
instruct the Export Credits Guarantee Department to mat
1

ch credit offers for the

rcial judgment. Otherwise
German and French firms could at present

pipeline business within the limits of its normal comme
the business was liable to go elsewhere,

offer credit for the Soviet Union at more favourable rates than their British

competitors. The Germans had unsubsidised credit available at relatively low

Soviet credit agreement concluded at the end of 1979
provided for subsidised credit at fixed rates which had at the time been in line

with the Consensus agreed within the Organisation for Economi

interest. The new Franco-

¢ Co-operation and
Development (OECD) but had not risen when the Consensus rates rose by

2 per cent in mid 1980, Britain was at present observing the Consensus but
4

would be free under its terms to match lower rates.

In discussion the importance of the potential orders for British industry was
accepted but there were doubts whether it would be right to offer additionally
subsidised credit at the present time. The following points were made -

a. Acceptance of the proposal would imply reversion to a trade ?olicy
tovards the Soviet Union not unlike that obtaiming before the Soviet
invasion of- Afghanistan, There was already United States resentnent. !
towards France and Germany for taking over business which would Prevm\.l: ¥
have gone to United States firms. It was important for Britain to avoid
becoming an additional target for such resentment.

b, The situation oyer Poland made the present m‘?nt R eulacly R
Untimely for offering the:Soviet Union special credit terms.
¢ The orders would provide employment. But even at consensu:ir:t::
the €0st to the Government of the iterest subsidy would bet:: le:el of

£18,000 per job year. Matching the French rate would take r
*U514y 4o about £20,000 per job year.
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Al though the Soviet Uniom had asked R°115"R"YC'~"S b

i als in early January 1981,

submit financing propos
i for a good
themselves believed there was scope 1o good dea] e

ery

ROHS"R‘ch
Ethi

: L ¢

negotiation before decisions were reached. Nor yag it yet 6 A
e . . ar

that they were in direct competition with French fjppyg, he p;
S . el

business was very large and it might be necessary fqp tha Ao Ing

LB

the Soviet Union to let contracts in several countrieg,

foly $~Roy,

S in tp,
Soviet Union in supplying gas turbine generators for Pipelipe

in any case had the advantage of a proven round of Succeg

compressor stations.

THE PRIME MINISTER, summing up the discussion, said that the Commi ttg, ”
fully agreed on the importance of the potential business, which Tepresensy
an important econmomic growth area, but it was not yet clear that it yg

necessary to match the French level of officially subsidised credit, Py
political reasons it would be untimely to do so at the moment, not only

because of Afghanistan but potentially also because of Poland, Later on, it
might be necessary to explain to the United States Govermment that a decisie

to match French terms had become unavoidable.
The Committee -
Invited the Secretary of State for Trade -

5 iate
i.  to encourage Rolls-Royce Limited to continue to megotis

2 d
for the pipeline business on the basis of officially backe lop*

credit at the Organisation for Economic Co-operation and
Consensus rate;

= that
1. to report back to the Committee if it be came IC,IZia:-
Rolls-Royce could not, obtain the business on this b2
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QPO

FoFEIGN AND COMMONWEALTH SECRETARY said that West,

eI economjc i
X . 5 . assig
particularly in a form which increased the tance

availability of fooq
in Teducing the danger

+ Britain like oth,

: : er
i countries had received Polish Tequests for economi
Wes

jg for her response had been decided by the Commi ttee 4
bas: g
opecember' In accordance with that decision,
1

to Poland' :
plics in Polish shops, would be an important factoy
gy

internal instability and thus of Soviet inter\Te!ltion
of 18

¢ assistance,
t its meeting op
however, she had Postponed

S principal creditors, which had
i scheduled to meet in Paris on 10-11 December but had been

postponed until 22-23 December and might slip further,

oplying until after a conference of Polang!
T

Meanvhile other Western
comtries, such as France and West Germany, had been in contact with the Poles,

vho had been given to understand that the British were inhibiting the general
Western response. He therefore sought the Committee's agreement to an immediate
British approach to the Polish Government which, within the limits envisaged at
their meeting on 10 December, would indicate that Britain would in the first
half of 1981 contribute to Poland's needs in terms of the refinancing of old
debt and the provision of new credit. Nb figures need be mentioned. But it
should be made clear that new British credit would be available to finance
Polish purchases of food from Britain under the food aid package recently agreed

vithin the European Communi ty.

T PRIME MINISTER, summing up a brief discussion, said that the Committee agreed
that an immediate approach to the Polish authorities might be made on the
i *U8gested by the Foreign and Commonwealth Secretary.

The Commi ttee _

. . ange th
g’;’l’}ted the Foreign and Commonwealth Secretary to ari Pr:l:: Hi:ister's
ish authorities to be approached as envisaged in the

M
\ming UP of their discussion.
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