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2, FROM THF SECRETARY Tu SELRETARY UF STATE FUR EXTERNAL
AFFAIRS MACHUTGANS

WHUOTE DFAR MAPK:

I VERY MUCH APPRECIATE THE VIGURUUS LEAD THAT CANADA HAS
TAKEN UM TMPLEMENTATION UF THE NTTAWA STATEMENT ON TER~-
RORTSM,

I AM COMCFRMED, HOWEVER, BRY THE FAILURE TO MUVE AHEAD ON
THE IMPLEMEMTATION PLAN AGREED Tu BY DU2 EXPERTS IN GENEVA
BECAUSE UF FRFNCH INTRANSIGENCE, IT IS IMPNRTANT FOR SUM-
MIT SOLTUARTTY ANL FOR THE SANCTIONS TO HAVF MAXIMUM IMPAC
UNCAFGHANTISTAN THAT FRANCE JUIW THE UK AND FRG IN THE SUS-
PENSINN OF ARIAMA SERVICES.

SINCE PPIME MIMISTER TRUDEAU WaAcS CHAIRMAN (OF THE DTTAWA
CONFERENCF AND WAS INSTRUMENTAL IN GETTING PRESIDENT MIT=
TFRRAND TN ACCEPT THE STATEMENMT UM TERRDRISM, IT WQULD B
HWELPFIIL IF YOUR PRIME MINISTER cLULD EXPLORE THIS MATTER
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SUMERS TO FOREIGN FIRMS.

5. THE SECRETARY RESPONDED THAT THERE WERE TWO BASIC
PROBLEMS WE HAVE TO BE CAREFUL ABOUT. ONE IS TO AVOID
OVERREACTING TO INTERNATIONAL CRISES, SUCH AS THE OIL
CRISIS. ACTUALLY THE PROCESS OF ADJUSTMENT ON WINDFALL
PROFITS AND THE LIKE IS WORKING BETTER THAN ANYONE HAD
THOUGHT LIKELY. SECONDLY, WE HAVE TO BFE CONCERNED ABOUT
THE REACTION DEVELOPING HERE TO CANADIAN POLICIES TOWARD
FOREIGN INVESTMENT. PRESSURE IS BUILDING IN THE CON-
GRESS, AND FRANKLY A CABINET COMMITTER IS LOOKING INTO
THE MATTER AS WELL, CONSIDERING MEASURES TEAT COULD
AFFECT CANADA“S TRADE, TRANSPORTATION, MINERALS, BANKING
AND TEE LIKE. THAT XIND OF THING IS SOMETHING WE WANT TO
AVOID.

6. THE SECRETARY EMPHASIZED THAT WE HAVE NO OBJECTION TO
CANADA’S GOALS BUT ONLY TO TH® WAY THE GOVERNMENT IS TRY-
ING TO GET THERE. THERE IS A NEED TO FIND MEANS TO
ACHIEVE OBJECTIVES WITHOUT ABUSES, WHICH LFAD TO COUNTER
ABUSES.

7. AMBASSADOR TOWF STATED THAT HE HAS INFORMED OTTAWA OF
HIS OPINION THAT WE ARE HEADED FOR THY GREATEST CRISIS IN
US-CANADTAN RELATIONS THEAT EF- HAS SEEN-DURING HIS LONG -
SERVIEE-IN_THE US. IF CONZRESS SEES A NEED FOR MFASURES
AGAINST CANADA, AND TAKES THEM, HE FORESFES A #HOLE
SERIES OF ACTIONS AND COUNTERACTIONS.

WHAT WE NEED TO DO IS FIND A WAY TO MANAGE THE RELATION-
SHIP TO AVOID THIS KIND OF CRISIS.

8. AMBASSADOR EAGLEBURGER SAID THAT IT IS CLEAR TO HIM
FROM MANY CONTACTS WITH CONGRESS THEAT AN EXTREMELY BAD
SITUATION IS DEVELOPING. EXVERYTIME HE TALKS TO ANYONE CN
THE EILL, THE SUBJECT OF CANADA IS BROUGFT UP. TEFR
SITUATION IS NOT YET LOST BUT IT IS BAD, VERY BAD.

©. SECRETARY HAIG OBSERVED THAT MISMANAGEMENT OF EVEN A
SINGLE ISSUE CAN LEAD TO BIG PRORLEMS. HE OBSERVED TEAT
CANADA HAS DONE A GREAT DEAL IN THE ACCUSATORY FIELD
THAT, IF CLOSELY EXAMINED, COULD NOT 3E NEFENDED.

1. AMBASSADOR TOWE RESPONDED THAT IT SEEMED CLEAR TO
PAGE @2 SECSTATE WASEDC 2147 DPTG:2018427 AUG 81
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HIM THAT CANADA WOULD HAVE TO DO SOMETHING TO PUT THE
EXECUTIVE BRANCH OF THE US GOVERNMENT IN A POSITION IN

WHICH IT COULD DEFEND CANADIAN INTZRESTS. OTHERWISE,
IMPORTANT CANADIAN INTERESTS LIKE THE ALASKA GAS PIPKLINE
WILL BE IN JEOPARDY.

PROBLEMS IS THAT THE FOREIGN OFFICE IS NOT FULLY IN
CHARGE OF FOREIGN RELATIONS IN EITHER COUNTRY., TOWE
ZGREED THAT THIS IS A GREAT PROBLEM. HERB GRAY, THE
MINISTER OF INDUSTRY, TRADE AND COMMERCE, IS IN CHARGE OF
CANADIANIZATION. WHEN HE DISCUSSES IT, TOWE OBSERVED, EE
GETS GLASSY-EYED AND IS UNWILLING TO LISTEN TO REASON.
UNFORTUNATELY, SUCH POLITICAL PFOPLE WHO ARE NARROW IN
PERSPECTIVE, ARE HARD TO CONTROL. TOWE TEOUGHT IT WOULD
BE USEFUL TO GET FINANCE MINISTER MACEACHEN DOWN HERE TO
EXPLAIN CANADA’S POLICIES AND TRY TO WORK OUT WAYS TO
DEFUSE THE SITUATION WITHOUT MAKING IT LOOK LIKE CANADA
IS BACKING AWAY FROM ITS WHOLE CANADIANIZATION POLICY.

11. AMBASSADOR EACLEBURGER OBSERVED THAT ONE OF T8% ) QJz»AZC‘

12. CHANGING THE FOCUS OF THE DISCUSSION, TOWE ASKED HOW
CANADA IS SEEN BY THE US GOVERNMENT WITH REGARD TO MULTI-
LATERAL ISSUES, THE MIDDLE EAST, THE CARIBBEAN, ETC.

13. HAIG RESPONDED THAT HIS EXPERIENCE WITE FOREIGN
MINISTEXR MACGUIGAN HAS BEEN 1,000 PERCENT. WHENEVER WE
HAVE ASKED FOR HELP WE HAVE RECEIVED IT. HE NOTED THAT
THE US AND CANADA WORKFED EAND-IN-GLOVE AT NASSAU AND THAT
CANADA WAS MOST HELPFUL AT CANCUN. HE OBSERVED THAT WE
SOMETIMES NEED HELP. THEE SECRETARY EXPRESSED THE HOPE
THAT WE HAVE BEEN EQUALLY RESPONSIVE TO CANADIAN
REQUESTS. THE SECRETARY SAID THAT HE KENOWS THAT FOREIGN
MINISTER MACGUIGAN GETS CRITICISM SOMRTIMES, BUT FROM HIS
POINT OF VIEW MARK HAS BEEN SUPERB. WE WOULD LIKE TO
EAVE HAD CANADA’S HELP ALSO ON THE SINAI, BUT WE UNDER-
STAND THE IMPORTANT ROLE CANADA FAS PLAYED IN THAT AREA
AND THAT IT HAS SOMF PROBLEMS WITH THE MFO, THF

SECRETARY ADDED THATWE MAY BE COMING BACK TO CANATA

AGAIN ON THE SINAI MFO,

14, AMBASSADOR TOWE RESPONDED THAT CANADIAN PARTICI-

PATION IN THE SINAI FORCE COULD CONTAIN THE POTENTIAL FOR
MISUNDERSTANDING BETWEEN THE US AND CANADA.
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Qttawa,

B

September 1981

The Honorable Myer Rashish

Under Secretary for Economic Affzirs
Department of State

Washington, D.C.

Dear Mike: , ) ' 3

As you will be making your recommendations to the
Secretary of State in connection with our commit-
- ment. to the Waiver Package of the Alaska Natural

; . Gas Transport System, 1 feel that it is appropriate

: that I add my comments. If we could get positive

' action on the Waiver Package, we could not be blamed
by the Canadian Govermment or public for any future
feilure of the project to meet market requirements,

I was interested to learn that the project sponsors-and
; their financial backers tiow feel that an extension of Cob
£ the pass-through waiver, to cover contingencies other
than delay in cowpleting the Alaskan segment, will be
needed to assure success in putting together the finan-
cial package. Covering the contingency of delay in the
Canadian segment, as well as the Alaskan segment, makes
sense even though such a delay is unlikely. 1 am less
clear on what is invelved in a pass-through waiver for
: the conditioning plant or why it is needed. 1In any

' case, these additional elements to the pass-through
’ waiver have neither been sought by the Canadian Govern-
ment nor promised by us..  We should support them if we
are convinced they are reasonable and are. needed to get
the financial package together but we are not committed
here as we are with the original pass-through waiver.
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It seems to me that ANGTS makes sense from our stand-
point because it allows us to transport American
natursl gas down to.the lower forty-eight end thus
reduce our dependence on Canadian production. While it
is also advantageous to Canada and they strongly favor
the project, it is nontheless genercus of them to allow
the use of their land to transport our gas,

Failure to strongly support the political commitment to
put forward the Waiver Package would reflect unfavorably
on the value of our word particularly when coupled with
the boundary and fisheries treaties' situation, Unless
some unforeseen market, economic or scientific, change
were to occur, 1 cannot see why we should not proceed
In my opinion, this project is in the best interests of
the United States and Canada. Furthermore, the President
stated at the July 10th White House Tuncheon meeting with
Prime Minister Trudeau: 'We won't violate the agreement
made in good faith, There are some complications here;

- but we won't leave you in the lurch,"

Sincerely,

- B

Paul H. Roblneon Jr.
Ambassador

Copy to: Edwin Meese;
Counselor to the President
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SUBJECT: VISIT OF DEPUTY PRIME MINISTER AMD FINANCE
MINISTER. MACEACHEMN TO WASHINGTON
1, (& = ENTIRE TEXT,)
2, 1 UMDERSTAND THAT YOU WILL RE MFETIMG WITH DEPUTY
PRIME MINTSTER MACEACHEN WEDNESNAY AFTERNOUN, I WOULD
LIKE TO SUGGEST THAT YOU MIGHT PEINFURCE USG VIEWS ABOUT
CANADTAM DRTIFT TOWARD NATIONALISTIC AND DISCRIMINATORY
INVESTMENT AND TRADE POLICY, PARTICULARLY IN THF ENERGY
SECTOR, IN ADDITION, YOUR MEETING MIGHT BRE USED TOD PROBE
CANADIAN FLFXTIBILITY AND WILLINANESS TU COANSULT WITH US
WITH A VIFW TN SOFTENING THE IMPLEMENTATIAN UF THE
NATIONAL FENFRGY PROGRAM ANU THE FORF)IGN INVESTMENT REVIEW
ACT,
3. THE RFSULTS OF THE SEPTEMBER 9 MEFTING Iin WASHINGTON
BETWEFN THE UNITED STATES AND CANAQTAN TFFICIALS ON THE
NATIONAL ENFRGY PROGRAM WERE HELPFUL BECAUSE WE STATED NUR
UBJECTINNS CLFARLY AND WITH UNE VOICE, HOWEVER, THE
CANADIANS FFLT THAT WE DID NUT rfIVE SUFFICIENT RECOGNITIUN
TN DIFFICULT CONCESSINNS ON BACW=Iii AND PROUGUREMENT
LANGUAGFE IN BILL C=-48, ALTHUUGH THFSE CONCESSIONS HAVE
LIMITFD FINANCIAL VALUE, THE GUOVERNMENT OF CANADA IS
POLITTCALLY LNCKED INTO THE CANADIANIZATION FEATURES OF ITS
ENERGY PRNGRAM AND THIS SHJULD BE RFECNGMIZED AS A FACT,
THEREFURE, T RELIEVE THAT OUR BEST COURSE IS TOU CONCENTRATE
UN MITIGATING THE IMPLEMENTATION NF THE NEP. wHILE WE

SENSITIVE




SENSITIVE
(a) ~

PAGE 1 - 372 SITUATION LISTING DATE 09/30/81//273

SITUATIDON: CHECK
SUBJECT CATAGNRYS LTST

MESSAGE / ANNATATIUN:

SHOULN RECUNANTZE THE LIKELIHUOD WF CUNTINUING DISAGREEMENTS
WITH THF CUVERNMENT OF CANADA» wE MAY BE ApLE TN MAKE
SIGNIFICANT PROGRFSS AT THE MINISTERIAL LEVEL IF WE KEEP
UP THE PRESSURE FOR CANADIAN CONCFESSINNS wWHICH wOULD
BENEFTT AMERICAN COMPANIES, IF WE ARE UNABLE TO ACHIEVE
SUBSTANTIAL LIBERALIZATIUN IT wnULD SEEM T ME THERE WOULD
BE NO ALTFRNATIVE BUT TO INVUKE THE RECIPRUCITY PROVISION
JF THE MINERAL LANDS LEASING aAcCT UF 1920,

G, I BELYEVE THAT IT WOULD BE USFFUL [F YQU WERE TO GIVE
MACEACHEN A CHAMCE TOD DESCRIBE TnFE NUTCNME 0OF THE RECENT
HIGH=1EVEL REVIFW OF CANADIAN ENERGY ANN ECONDMIC POLICY,
WE DOM'T KNNW IF THIS POLICY REVIEW YTELDED RESULTS 0OR IF
IT IS AT A CRUCTAL DECISIDN FOIMT. YOU ALSD MAY WISH TD
UTSCUSS THE FNLLOWING POINTS:

(A) AT A PRFSS CONFERENCE ON JULY 29 IN OTTAwWA MACEACHEN
STATED:

QUOTE, 1 WANTED TO ASSURE THE CANADTAN RANKING CUMMUNITY
AS WELL AS THF PDPULATION AT LARGF THAT IT IS NOT THE
INTENTINN OF THE GOVERNMENT TO FXATEMD THE POLICIES THAT
HAVE REEN EMBODIED IN THE NEP TN OTHER SECTORS OF THE
CANADIAN ECONNMY, WE HAVE SELECTED ENERGY BECAUSE OF ITS
STRATEGIC IMPNRTANCE AND FOR THAT REASOM I HAVE EXEMPTED
TN SOME EXTENT MY REQUEST FROM APPLICATION TU CANADIANIZA-
TION IN THE ENERGY SECTOR THUUGH I BELIFVE THAT IN THAT
SECTOR WE CDULD PROCEED SOMEWHAT MURE SLOWLY THAN WE HAVE,
UNQUOTE,

THIS 1S CERTAINLY A STEP In THE RIGHT DIRECTION AND 1
BELIEVE THAT WE SHDULD RECUGNIZF THE SIGNIFICANCE OF THIS
STATEMENT ALTHOUGH IT IS NGLT CLFAR IF THIS MEANS ENERGY
SUBSECTNRS SUCH AS GAS AND CUAL ARE NEXT IN LINE,

(B) WE HAVE MAYDR PROBLEMS WITH FIRA AS IT CURRENTLY
(JPERATES ANN, MOST IMPORTANTLY, AN EXPANSION OF FIRA'S
POWERS TO COVER EXISTING INVESTHMENT WOULD CAUSE US SER]IOUS
PROBLFMS,

(C) WE NUTE THE CHANGE IN (=48 RELATING TN CANADIAN PROCURE-
MENT RUT WONDER IF THE RECENTLY ESTABLISHED COMMITTEE ON
INDUSTRTIAL AND REGICONAL BENEFITS (CIRR) DNES NOT INVOLVE A
DEFACTOD PREFERENCE FOR CANADIAN PROCUREMENT, IF THE OB~
JECTIVE OF CANADIAN POLICY IS MFERELY TU ASSURE EQUAL MARKET
ACCESS FOR CANANIAN SUPPLIERS THERE ARE OTHER WAYS TO
ACHIEVE THIS GOAL,

5, MACFACHEN HAS ALSO STATED (ABOVE) THAT CANADIANIZATIUN
HAS MOVED FASTER THAN PLANNEWD AMD THAT THE PACE COULD BE
g7

#5532
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SLOWED POWN, IT WOULD BE USEFUL IF THE CANADIAN GOVERNMENT
WOULD PUBLICLY STATE THAT IT INTENDS PERIDUICALLY TO REVIEW
ITS NEP POLTCIES, INCLUDING CAMADIANIZATIUN, wWITH A VIEW
TOWARDS THEIR RELAXATION IF [T APPEARS THAT THE NEP'S GDALS
ARE BFEING MFT MORE QUICKLY THAN HAD BEEM ANTICIPATED AND IF
NEP MFASURES LEAD TO PUNITIVE TREATMENT OF FUREIGN INVEST-
MENT,
6., FROM WHATEVER ASPECT THEY ARE VIEWEDN» NEP AND FIRA
REPRESENT A SUBSTANTIAL DEPARTURE FRUM TRADITIQONAL
CANADTAN RELATIONS WITH THE UNITED STATFS. @Y CHANGING THE
RULES IN THF MIDDLE OF PLAY THEY ARF AFFECTING INVESTMENT
DECISTONS THAT WILL BE MADE IN THE US AMD ELSEWHERE FOR THE
FORESFEABLE FUTURE, GOVERNMENTS wILL COME AND GO BUT
BUSINESS HAS A LONGER MEMORY, PUBINSON
BT
#5532
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