- PERSONAL and CONFIDENTIAL

BRITISH EMBASSY,
PARIS

17 February 1971

King forward very much to seeing the

on 1 March. I have now got a firm
3ident Pompidou on 25 February.

to take his mind on how he sees

now and in the future, I intended
8 %0 him in particular:

”’pﬂsitiun 1s as Geoffrey Rippon
80 clearly in the last Minis-
m&aﬁing in Brussels and that we
it as a serious and tenable one;

[ asked Jobert what Pompldou had
@ when he said to Brandt that he
. 15 possible that the main
“;ﬂf the negotiations could be
jed by the autumn, he told me that
ed from a remark I had made
2 weeks before about our
erences taki place in the
am anxlous that he should
S mind that in fact this
.tions belng generally
__ﬁ'tﬁﬂ by the end of July.

a8 been sald recently by
&8 hardly to warrant

8 80 capltal that I do

¥ way that I thought 1t

i there is anything in



- said above which runs in any way
‘the Prime Minister's up-to-date
arhaps elther you could drop me a
hi even better for me to pop
"for the inside of a day to see
See Pompidou.

-Eﬂi’ﬁall and good. ©Perhaps you
& ring to say either come or no
- I hope you will treat this
personal between you and me.



BRITISH EWOASSY,
PARIS,

le 17 février 1971

¥

» comme 1'ont été je le sais,
g ansal bien icl aqu'en Grande-Lretagne,
‘%1'1& campréhension qui caractérisent
aigp pue, Monsieur Jean Lecorf, qui a
igaro dn 13-14 février sous le titre
ra', Il me semble qu'il pourrait
-taura ajent un exposé ﬂu point de
guestion capitale de 1'entrée du
'ﬁﬁhmnnﬂutés européennes. J'ai apmris
gue vous avez déjd aimablement
propres réflexions sur oz problime
une réponse amicelc & Jean lecerf.
smité de rédaction estimerex
y place d'honnsur qu's la
‘elles répondent. Jo sais que
cause & coeur.

r Monsiecur, & l‘expraaainn de



L
LETTRE A UN AMI DE FRANCE
; Je n'ai pas 1'habitude de répondre aux lettres qui ne me

( .ami d'Angleterre, j'ai cu envie de vous dire
Vous mvez raison de mouligner que sur ce aujet de l'entrée
] nde-Bretagne dans de Marché commun, i1 y a aujourd’'hui -
Wﬁ ¥ en & eu la dernidre foie - un rée)l probléme de
Mﬁuﬂ entre nous. OC'est ce quil explique ls valeur d'un
: #inckre gue le vdtre de comprendre et de faire
8 00 gque ressentent mes compatrictes. Le vieil ami
j_,.'-'qpl‘-.‘m ouls a penaé qu"il ne serait pas 1nutilu
de compldter et de commenter votre analyse de l'approche
s cette affaire.
ent, vous avez tort de croire que nous ne comprenons
ntages immenses qu'apporterait l'sccis & un marché
gine. Yoilh déji des années que l'ensexble de
' m’hmiqun est favorable & notre adhésion. Nous
ficier de la force d'expansion de la Communauté et
3 m nous ne pourrens faire ni 1'un nl l'auire
ﬂ ‘certaines conditions ne sont pas réunies. PFour que notre
n & un marché communsutaire élorgi se traduise par
acerue de 1'économie britennique - ce qui est

3, 11 eat absolument imperatif qu'on n'impese par
pe des paiements des charges si écrasantes que
aire pour s'en scquitter nous obligent & adopter
onomigue restrictive et ainsi A nous priver de
‘d'expansion. N'oubliez pas ceci: il ne s'agit
q_ru nous aurons & verser au budget de la
- am de l'adhésion, nous achdterons ches
plus en ;:I.m grande de noa denrées alimontalires
] urs & ceux que nous payons asctuellement,
sant - permettra & vos agriculteurs de
yse d'expansion" puisqu'ils jouiront d'un
w maroché importateur de denrées
sente une des contritutione

*h mﬂi d'eoxpansion de la

_ réoiproquea ne se manifoo-
on W“ nos possibilités. Dans




.88 oas-1h nous en serons plus pauvres! mais la Communait

f,"ﬂt-il pus vral que "le mieux est 1'ennemi du bien"?
Je suls tout & fait d'mecord avee vous quand vous dites que

ons de concurrence doivent &tre égales dons une

ux frontidres ouvertes. Apres tout, "le fair play"®

respion anglaise que plusieurs de nos amis de la

munauté ont adopté telle gquelle dans leur propre vocabulaire.

sns 71!$I1iﬁln indispensable & notre adhésion & votre

nauté, nous nous somues expressément et solennellement

;jﬂﬁﬂ@ﬁar le systdme conmunautaire de soutlen sgricole,

des prix communautaires, le néeanisme de la préférence

re, les préldvemenis communautaires, le sysitme

-ﬂl;rnuauuruaa propres, le tarif extérieur communau-

sment par étapes des barribres douanitres

i-'qrathma fiscal de la Communauté (TVA), 1

unautaires concernant les transferts de capitaux

économigue et monétaire. Bref, nous nous

s de comprendre gue pour nous adapter, il nous

riode de transition {relati\remeutp courte) afin

» 1la croissance économique nécessaire pour rewplir nos

ne. Cette adaptation qui, dans certains donmaines,

a des changements fondamentaux de notre mode de vie,

moins de la moitié du temps qu'il a fallu & la

 atteindre le m&me but. Est-ce trop demander?

en que nous esana'ena de prendre le train en marche,

isques et les difficultés que cela comporte.

ez 81 bien nos problimes, vous vous rendresz

sfir, & quel point i1 peut 8tre ddconrageant de

wnautéd accélérer d 1l'instant précis ol
sied. C'était inévitadlement

nd, aprés un délai de plusicures

8 négociations s'ouvraient enfin, la

sur la péche - un domaine qui

' & adopter la Communauté elle-mlme. En contrepartie

- —

orE a_. mea compatrioten. Vous parle:

+ des terres frangaises et des
)@ Taison. N'est-ce pas 14 un ton
ire les intérits et les



us #itul amussi que vous craignez qu'un gouvernement
que futur ne soit tenté de remettre en cause le systome
Aa Communauté si nous ne consentons pus dke le
puffisante du budget de la Communauté. dJe
t que vous ayesz soulevé ce problime car je suis
qu rﬁnhltu d'une méconnnissance assez répunduc
7-nbln position, que je tiens & vous définir. Il
;gmmut que nous ecsayons d'éluder une part suffisante
5 de la Communauté. lais il me sewble que le plus
ovoquer, & 1l'intéricur de 1a Cu.nmun&uté, 1n

fﬁ 8:c8 membres. Permettez-mol de vous ::Er.f,:rprzrihL
ateurs ont déja dit formellement et
au terme de dispositions de

au m'a pas encore t:mr:hé, il me semble
: ﬁu- ﬂﬂmndar gue 1'ampleur et la progression de notre
; iﬂﬁ, du début de la période de transition & sa fin,
2s au rythme auguel notre économie peut espérer
‘des effets dynamiques de 1'adhésion.
. demandons ni exemption, ni privilége. Les
l‘ﬁil;’ﬁi‘tuﬂa d'otserver les régles de tout club
ag. Posez des conditions égquitables et wvous

t aprés tout, chacun de nous a tesoin de
 suis d'accord, du fond de mon coeur, guand
P}Mn‘. pas d'Burope non plus"! Je sais
ut autant d'accord avec ce gue M. Schumann
hre & Lyon: "il n'y aurs pas

__CHRISTOPHER SOANES

Has v
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o 1 RET c.C. See last para,

N
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17 February 1971

b you letter of 16 February
_ u-ﬂ‘.m on sterling.
irime Minister is coatent that it should
d as amended., He understands and

FlLE

T %
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From

CCF’}' Telephone No. & Ext,

RECORD OF A MEETING HELD AT THE FOREIGHN
AND COMMONWEALTH SECRSTARY'S OFFICE
IN THE HOUSE OF COMMONS CON TURE3DAY

16 FEBRUARY AT 4 P.H.

PRESENT

Sir Alec Douglas-Home M de Broglie

ﬁr Tufton Beamish MP M Habib Delongle
Barney Heyhoe, mP M Fouchier

Mr Graham M Voisin

Mr Wilcock M Pourrez

Sir Alsc Douglas—Home welcomed the visitors
ted them to open the discussion. M. de
‘asked about the British-position on
bution to Community finance. He was

: he also noted that
&F yearhmolndnd—uﬂh-m
cent; how could we make the
3r cent in the ninth year?

T public npininn
bhﬂh;b
.m‘ a large contributicn,

- a considerable strain



Coftden bt

adjustments to make in such sections as
agriculture and horticulture and did not wish
to overstrain ourselves. He was not certain
that it was clear to all present members of
the Gnmmuniﬁy that even with our contribution
l at 3 ver cent they would all be better off.

| M. de Broglie said that that was not the

'_:_H_ I view of all the experts in Brussels. If

3 per cent was our offer for the first year,
what did we envisage for the third? 3ir

Alec Douglas-Home enguired i it would be
T n&n@ s N
helpful - o e

!
8 N

# ineds M. de Broglie

thought it might help presantatdonsiiw. &8 i=
.{.‘\M}
shew that the U.X. could reach what he

&ﬂﬂ&rih:ud as a normal level at the end.

| Sir Alec Doumlas-Home said that he would
= ~ ppeak to Mr. Rippon about this. M. Habib
W Delongle said that there should be talks
W experts to determine whathe;i'jff«.m

Qla It was not possible to put aside

n for the third or fourth year., Sir
iome sald that we did not want

' have to be bailed out., We had
‘l!it'h ﬁ balance of payments

: raisad the

ind butter and West
- He thought
lam was getting easier
opean production. He
on ¢ eountry for

- /its
=N . x b '



Cook denth L

its exports, was a sensitive issue in the
House of Commons, West Indian sugar was

one of the problems of the developing world,

in which the Community was greatly interested.

M. de Broglies said that it should be
possible to reach a sort of Yaoundd
Agreement for Commonwealth countries. The
negotiations must not get stuck on details.
There was a need for the House of Commons
to be able to take a vote before the summer
holidays. He feared that the Labug: Party
Conference would express opposition to
entry to the E.E.C. Perhaps butter estec.
could be dealt with in the summer and the
- . f((';."ﬂ—) o Dot

- | negotiations<concluded in say Sasiember.

- M. Habib Delongle emphasized that the

. Commun ty itself had many problems. No-one
gd to cut the throats of the New Zealand

ber producers but M. de Broglis could

3 Homndy eith&r. U.K. opinion was
sh avars of the U.K.' s problems, but
of their impact on Eommun:lt:,r

: Imuahnﬂ. been obliged to

he interests of Hom Western

; to an agreement of free
:pﬁut \d.th 1 the C mu:ity.
; economically the
look simple, but

gy e o LR

-,. . i’”‘“m
; the throaty of butter <in his own I"'

|
|
|
|




Cofp donse b

R

these problems must be discuszed in depth at

the March Ministerial meeting with a view
to reaching 2 conclusion mﬁhﬂh
%o whether or not entry was possible,

J. M. de Brozlie referred to the Prime
Minister's speech to the Buropean Parliamen-
tarians on 13 February and enquirsd what he
had meant by his reference to "new institut-
fona". 8ir Alec Douglas-Home said that his

personal view was close to that of President

Pompidou, Iﬁ the monetary field for example
& point could be reached where some new

institution would be needed to dg.a practical
L= ]

Jjob. We were willing to join Zhg/institutions
created to earry out practical tasks. M. de
M enguired whether it would be possible
do anything in the field of foreizn policy.
lec Douglas-Home said that the meeting

18 ten Foreign Ministers in Brussels

)ecember had gone well. In foreiza
‘:tﬁ;gs it was enoi:mously important that
. ant of the Community be completed.
t be a need for rationalisation

. s 80 that there would be one
m policy and defence

be discussed. M. de Broglie

ionfwould not be taken for
ﬁ". th. U-K. would



Cofetentiat

rate-—in-the- foreizn
AR

(-1
Bolioy—field. € should /flike to look=at a

e 1 g

[T, - <o, : c |
bib ongle said that he—weunid—put !
!%rrurd*his—pﬁrnnnathviawuJL Did 3ir Alec |
%ﬂg&%&g;ﬁgg; think that there should be

some discussion of-defence guestions beiween
‘ 9 Nt LA be
Britain and Prance %n a less formal basis

«than the discussions provided for in the

Franco/German Treaty. France had discussions
& on mn defence matters with Germany, but
ﬂermanj}ba;ng'a non-nuclear power, was not
in the same position as France. He thought
' that thers had been an indication in Presidsnt

Pompidou's press conferaafe that, there were
Hik 3y =~ |
prospects of bringing the ##afgovernments

closer together. M, de Broglie said that in
':“ﬁ&s-viaw the only problem in the defence
3 : {iﬁinlﬂ-wua how the U.K. and france could
"2ﬁu£a$@gethar their nuclear forces. 8Sir

. |
b
=

-

Douslas-Home said that we were always

——

0 talk about defence matters with the
overnment. We werg will to talk
¢ e . hﬁ:wﬁiﬁﬂﬁ

any time. BB Grould be
ry to N.A.T.0. He could not
ituation in which the U.S,

He saw peans taking
their own defence along-
said that

op _ te with N.A.T.0., but




{_K»-‘ﬁ«(minl,

_ !ﬁﬁ 0 Gooperation, but it would stop short before
B W any point was reached where France was

- e R engaged with H.A.T.D.[He had noticed that

the British Government a few months ago had

L u__)
geemad keen to have discussions ¢wItH the

French Government, but that they were not

80 keen now. Sir Alec Douglns-Home said

LRl Gk e
that this was not true, mmm

) Sovs Yo ~
ues e Maked Genoral de Gaulle

whather he would be interested in an integ-

rated Buropean defence with an integrated

o Canmiteaasd

Lommnnity for the undertaking of contingency

planning. General de Gaulle had said "no".
Sttt

: i ﬁha Pranch HBI‘E not interested in an

by _integrated ﬂm&nﬂy— there was a limit to

. cooperation. Was there a basic objection in

French thinking to integration? M. de Broglie

| asked who would decide what action the »

'.'ht&mteﬂe‘nmas should take. Sir Alec

Douglas-Home said the British Prime Minister r

urg in 1963 wateh—had—been-apunroved
“nis)h
Falda ﬂLh‘,ad H-Elid that if

w :'_*tuma at its disposal and

he U.K. were to join in that would

—— 1t wedding present. He had been
' -ﬁ,mnm day that this

'ted by the Foreign Office.

( i not take place in

their tikek real subject

the US wenldenot—or

B R el



Coaptannt.

where the Germans were involved in nuclear

decision making. This had brought about

the failure of tm?ﬁa‘tilataml force .{M-'-"f) .
Discussions on European defence should

begin through Anglo/French discussions
outside N.A.T.0. France could cooperate

with N.A.T7.0. (he mentioned the recent visgit

of the French Chief of Staff to SHAPE) after

the anaﬁaf&ncu dia:uasionﬂ Sir
Alec Douglas-Home said that the word
"integration" could not be used in the
- nuclear field. It was understood that
gontrel remained in the hands of the

Governments concerned, There were no problems
(2=

here, provided thath technical problems .

could be solved. He would like to turnm to he

>

the question of conventional forces. Would
(1 T8 THETTRS W ey J

# contingency planning /designate Anglo/ *
L French forces to take cer’_tain actions when r
| the Americans 1eft? 1. “Belongle said that
ol ce had forces in Germany and there were
lans through N.A.T.0. -There was a
!-’i Buropean defence policy, by which

. & decision as to what to do if

d that the Séatip

188 sacrificed 3urope.
. when Burope had been




9« M. de Broglie enguired whether Borlin was
80 importent a problem that it could hold up

" the convening of a Buropean Security
e Lo Conference. Sir Alec Dougles-Home said that
A { TS .

he did not think there would be any point in

having a Buropean Security Conference to

set up fresh conciliatery machinery if the

Russiens would not use what there wea to

make an agreement 1|r:|:=*l.:il"mr Berlin. When Mr.

. Gromyko had visited London last autumn there

had seemed to be some possibility of Soviet
Rk gy,

concessions on access 1n exchange for Duich

in Federal Yerman mana..tﬂ.a-.-a%mns- The Germans

-vhnmlihad seen recently had seemed less

convinoedzonathisca ‘here was a need to get

these two elemnjon to the negotiating
; ﬂ table simultaneously.

6. M. Habib Delongle asked on behalf of
M. Fouchier, who did not speak BZnglish,

whether industry and agriculture in the
:i]t'irare evolving towards the 3.3.C. Sir

MJL"H&E said that in agriculture

E

.ﬁnm whether we joined the Community
: ilm only industrialists who feared
'hha Community were small or
t firms. The chief apprrehensions
of the housewife who would have

from the fmﬂpﬂ of pﬁ-“-*—-"

11 ml'bnl‘l.tiﬁlu.r

T Unfiden kol <

for her food, and those who worried |




SECRET

mbers, Great George Street, 5. Wi

Q1-030 1204

16th February 1971

H_" 5
"\r"?

a—

your letter of lzt.h February to Bill Ryrie
m mner s comments on the draft answers
.re about Sterling, etc.

+ 5, the Chancellor is content to make the

the Prime Minister., In doing so, he

ar that, while he appreciates the

these references from the written answer

published, our representatives in Brussels in
subsequently take place will need to be

longer-term tendency should the course of

1 it, There is a good deal of misunderstanding

sent and prospective role of sterling; a

ing is an economic burden on the UK which might

burden on an enlarged Community; and in some

fear that it is our policy to preserve and even

of sterling as a reserve currency. One point

with as many supporting figures as may be

. can be seen quite clearly from published

imm‘tiunml importance of sterling has over
8408, and this trend is continuing and as

continue into the Tuture.

x III be truncated or dropped as a

8 - ges proposed, The figures in

to the argument about the decline
port a statement in the middle of
'_ﬂlﬁ. that rather than truncate

it altogether. Here again, our

3 ." d Eﬂd to refer to these rigures
"p'

/e are



j:i;ullt

the smaller amendments which the

ar for these Questions, in their revised
» the Comnmission in Brussels, and no
. am copying this letter, will make

Coguy mndh Lo e
el .&o% s
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\_ ZXTI' \

me has seen a copy of
gram of 12 Fe reporting
J or ard lMonslewr lioter—
of tm. tilamu cortains the

md if you could let
ng of the last sertence
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15 February 1071

¢ m- Iestoin cone to luneh vith the
ister ot Chenuers on 15 February LU71.

nart, of the discussion llo.ed 1t
sh,r‘s rennrks, durin; the course oi
y the Luropcan Coricrgnce on
abont. the necd ror ¢ -rcsh look
onel asicets ol Lwopcndl Wilon. .. -L'-
ﬂ.ﬂplhiﬂh his ranrks 11 :JEL.- uL g
t in the economic Iicld lie L.L.C.
n. Ea‘.‘mlr.t.t.g new kind of constitulionnl
: Emiia gt the Comniszion and uie
sera and the relationship betuoen
j‘.h:: need ror the tnc SOl OO
famolate institutionel incoveadoa
' -.a.-mi gdotcnce lields in die codinsc
del 'wimthu* ﬁi....:ﬂI‘lJE.[l &g e .u;'.-.l
rgigu..aril.f srovide o
sion ¢ m_wqur

a.ﬂl‘ s ﬁ.-l‘l..ﬂul‘{
ACnL, Lamusa he sov this
id '-urbaais for & Luropen



.*_ &

... ihere was some discussion of the Gorman
%Tl sltuation, Durng this Professor Hollstein
- sal ot he and his party vierc extremely worricd
.~ about Chancellor Drandt's Ostoolitik., Droandt Ll

‘Deen brought vwp on a Konvergenztheorie, and was
~incline believe that Lhé tendency vas alwa’s

r Liberals and Socialists to think more nearly
&l1X0 and to resemble each other nmore closely,
16 did not soe fthe Soviet menance in the sone teras
as most other people. Prolessor H-llstoin coauld natv
understand how he had dored Lo embark on o noliey
lidel was causin: a fundemontal gplit in Ceman
opinion, with o majority of only six, i thou ht thst
- Brandt had misjud:ed the stote of Cermon poyeiolozienl
Cepinion., A tie tlae of the last Llcebion Liere
Man eneral ITeclinz that it was tine fop o chunge:

mlspead Lhis Tor o more  rofound shiit or
BS1S tan had reslly occurred. Brandt re.lised,
er, Lint his policy vas dependent unon o
o - outcome on Perlin, and wns Lrerired to
R pravete that, i a satisfactory outcouse
_not be achioved, he would have Lo nbnndon his
28 With Warsaw and Moscow., Cne Socinlist
Irom Berlin had beon henrd to say that it wag
the Chancellor 10 adimit tint his policy

I
L wd

_the question of the Leaderrhin of the C.D.U.,
liallstuin snid that Dr, Hiesincer hed
5 0f being about to resiwn., The nnin
Succeasion vas in nis vicw Hepy Herzel,
DVed an xXtrenely effTicient hindler of
he Burdesta s, particularly in the
grand coalition., Ca the other hand

/he



As Professor lindlstein sndd:
The othoer main eardidnte in
1°S vieu ung ilerr Kohl, wivn Lo
s Jopular Minister-. rcuidmt. in
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15 February 1971

'“‘ﬁ“hﬂ'lmm“m

n Paris which you sent me in your
H Since then I have had the
“mmmwﬂﬂmw
rs with him,

Gone what you say about. French support for
Community and I note that

| thought it would be possible to

- of the negotiations
,-HMMmﬁ“miL
hmwmmar_
“mmm

® elsewhere, if the
 al to resain in

By




-H-

ged that the Community now understands
the financing systen and our readi-
fully in it after a five year
and a three year period of

Ve -ih-lm-mt.upmantmm

It would be damaging to the entire

we came in on terms which held down our

1led us to continue deflationary

It is for tais reason that we wish to

relawly low financial contribution
___, f during the transitional period,
_q  proposal that we submitted
ﬂ'm of a sudden
Qm this with
5 4o find some way of
pe that you can help

I
L e

reached
- This is




-Sﬂ

® which we share and we shall look forward
11 part when the tine conce,
ﬂmruryuurlat.m may I say
m looking forward to my visit to
‘,-1‘ i to our meeting then,

o s P
LY

L

a|,.

-' m sincerely,
I-.rd Heath



23, Belgrave Square
LONDON S.W. 1

Tl o 013033003
Fatenulon

Ciffice hour |
Monday - Friday 9.0 - 12.50

London, 12th February, 1971

215>

. of the letter from the
he Federal Republic of Germany,




Bonn, den L%}. Januar 1971

PRIME MIMNISTER'S
PERSO M/ i ESSAGE
SERIAL Mo T3L1 7,

*Wr Herr Premierminister,

_;,_'ﬂ Gespriichen, die meine Delegation und ich in
m hiﬂm vergangenen Tagen in Paris mit Staats-
t Pompidou, Premierminister Chaban-Delmas
ied rn -tinir Regierung gefiihrt haben,
emii die Fortfilhrung der westeuropi-

-' im Mittelpunkt,

ut, dabei erneut festzustellen,

en, daB in den Beitrittsver-
miglich Klarheit fiber die

e erzielt wird. Auch Priisi-
es nicht als unméglich,



Meinungsaustausch gingen wir von der
erkllirung Threr Regierung aus, nach
¢ ngsperiode das gemeinschaftliche Fi-
rur :!rltil voll zu iibernehmen. Ich habe
pur eine tragbare Anfangsbelastung und ein
_“illl lelnfﬂhrnn an die Endbelastung pli-
Egypi ich nach Ablauf der fiinfjihrigen Uber-
ng t liln Korrektivmsglichkeit fiir drei wei-
. te: =;" ~entsprechend der gemeinschaftsinternen
! befiirwortete.
 Priiside _;ihﬂmﬁdnn erklirte, daB die Heranfiihrung
t Belastung in einer Weise geschehen
!_lprun;hlftun. fiir die britische
E{tindnn. Anstieg am Ende vermeidet.
n_flrl-itu weder zu der Anpassung

rung - vom 17. Dezember und
z fiir den auf eine hohe
Kommissionsvorschlag,
n miglich ist, die Ar-
!ﬂf ﬂmunﬂ Ihres



' *:llll sicherlich der Vorbereitung eines
Kompromisses fiirderlich sein.

ehandlung des Stufenplanes iiber die Wirt-
and Wihrungsunion haben wir eine weitge-
L der Standpunkte erreicht, die uns,

#ilit in absehbarer Zeit in der ngl
r“‘u'itrung und den Regierungen der iibri-
ten, mit denen wir in Verhandlungen iiber den
en, unsere Beschliisse als Option vor-

wir sehr bald Gelegenheit haben
» und andere Fragen gemeinsamen In-
in Bonn zu sprechen.



Pime Mincstev—

[ s Mat
m.ﬁﬂwmm

h‘je.o\ﬂfh‘. Iﬂn#mﬁsj
‘ ME. .S'lﬁje_ﬂfht



CALARRANGEMENTS, IT WAS ALSD THE FIRST TINE THAT

] 5 or“&rfaauwr INFO PRIORITY PARIS BONH
UXEMBOURG AND SAVING TO UKDEL EEC
BOTIATIONS
ISTER®S CHEF DE CARINET THIS MORNING TO MAKE ONE
IERDABME SINCE BETURNING FROM LEAVE AND | TOLD MM
_r_._ M HARMEL SOME TIME SOOM, | AM SEEING THE
STOR O! MONTAY,
e -

”'“ﬂlt'r | THOUGHT WE MIGHT BE REACHING A VERY
MECOTIATIONS, PARTICULARLY ON THE CGUESTION
,mm HOLD THE BELGIANS (YOUR TEL 92)
SWISDOM OF THEIR VIEY THAT A
ISITION SHOULD NOT BE HURRIED, IT
I SUBCESTION FOR A FRAMEVORKX OF A
_l"TRAHSITIG:mL PERIOD MIGHT ASSUME
OoF HING MORE COMCRETE FROM THE
HEEE ABSOLUTELY CLSAR AROUT
ﬁiﬂa UNBERLAY OUR PROPOSALS FOR
THE USUAL ARGUMENTS IN FAVOUR
TY. | COULD MOT SEE THAT

(MORE DEFINITE TO ME

IS HAND, NOTERDAEME

Y FOR OUR CASE (AND

THAT OUR OFFER DID

HE SUSPICIONS OF OUR
AFTER A TRANSITIONAL
'. i T ﬁ-ﬂﬂ THAT

B m;ll 20,




CONFIDENTIAL
. -
Ry m;mmus WARNED US ABOUT THE IMPORTANCE OF THE GERMAY
l_m [TI0N ) RELATION TO GNP, HE CLAMMED THAT THE GER 2':' GHp e
! - THE PRESENT CoMnuUMITY'S. THE SYSTEM OF (UNDERLINE MEXT
THO 1OS r;-;;. PROPRES RESSDURCES HAD BEEN CAREFULLY DEVISED TO

AVE THE GNP (1.E. TVA) ELEMENT AS TH4RD 11l LINE, DESIGHED To
P WHATEVER GAP REMAINED AFTER THE PAYMENT OF LEVIES AND
'.auTtEs. THE GERMANS WOULD HEVER SUPPORT US FULLY AS

S WE WERE PINNING OUR CASE T0 COMPARABILITY UNDER Gp,

—

——— e ——

CERY CONFIDENTIALLY, HOTERDAGME SAID THAT THE 1
1 '-.?F' :I‘H,E sn{ HAD BEEN A VERY BAD ONE. THERE HAD

F#GH "y FR&MBLE CALL OH TH F"”'i VG M usm I
;?E_HAT. THE_L{JED PRIVY SEAL WAS GOING TO BE HERE
ERR OF COMMERCE DIRNER ON THURSDAY AND THAT | COULD

MAKE A SHORT COURTESY CALL THAT AFTERNOON IF
-'LHSE TO SEE HinM,

A .l'ﬁ TO UKDEL EEC
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12 February 1971

or of the xchequer sent the Prime
m 8 February, cover the draft
uestionnaire about sterling and
on.

r with which the Prime Minister

.. nat mr dmft.ad emphasises too
rongly the de in sterl importance since
m 15, to uﬂui'iégg it more closely to
' TR m:lﬂu amendments I have to
the whole of paragraph 1, t.rw
ph 2, the Bt sentence of
% um’.anm of paragraph 6,
) {m sentence of wagraph S

, while not
trend of sterling's

N

appy, was the answef to Luestion 5.
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other trifling mndnnnt.a in
t.h answer to question 1,
the dlintinn uf thﬂ
has a rather patronising
.ne wer to question 2, the Prime
. ﬂ‘ ut the four words of paragraph 3

1cu! ) are unnecessari
1d b m:ni in the event ufua.

ft a good deal Lo be desired" would
formula

il
o
T

Lhancellior no doubt mt. to look
answe 3 on 5 in t.hu m. of the

@ Minist la.nn ons, Subject
o that, {‘,i% P wﬁgbo content rnr the
5We) __'"-,_,'_;;.:_:. ra tt.od to the Community,
W of this letter to Tickell,
= g

Lﬁtb ‘:--:."'\q. \-r-'-
—-{:\hhﬂ-}ha-.. 4 u.k.t;\i



12 February 1971

has agreed the enclosed

r Brandt, I should be grateful if

ld arrange for its immediate despatch for

The Prine Ninister will b sending s
same terms in due course.

~ P.J.S. MOON



rprom i Airsope
M‘bmall" m
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AGE FROM THE PRIME

MINISTER TO

__",; ' very glad to have the a.c-::nurﬁ: of your
ations in paris which you sent me in your
letter of 27 Junuary. Since then I have had Lhe

'l«

3 of seeing Herr Scheel here and of
M&amg these matters with him.

I welcome what you say about. French support
ﬂ entry into the Community and I note that
Pmpidnu thought. it would be possible 1O
'J n the main Et.ages of the negotiations
] 'c.ge autumn. Tt-ip strongly mfviaw that
dﬂﬂiﬁiﬂﬂﬂ should be taken by the summer,
1 pleased to hear Herr Scheel say this

lations were allowed to remain
summer holidays.
:”_..fn .trh.a Community now

nee of the financing system
articipate fully in it arter
. al ‘period and a three year

ves - gp same arrangement as

hemselves. It would be

T



inue deflationary policies. It is for

ason that we wish to begin with a relatively
pinancial contribution and work up gradually
ing the transitionsl period, and why we stand
ml that we submitted on 16 December.
5 wh you say about French fears for the burden
m of & sudden increase at the end,and
ussed this with Herr Scheel. What we need is
of reassuring the French and I
at you can help us with tms.

r pleased to see the agreement

15 on economic and monetary union.
tive which we share ani we shall
aying a full part when the time

\gain for your letter may I
uch I . oking forward to my visit
mt.ing then.



uJ:h TA o PR cun maadhey 8 P8 B Hesd
e.mtl.ﬁm}ﬂ;w Ot

QFC-.- 8:.1/% //Pé« /f'j

-8 -

Trend suggested that the Reifie Minister
18 draft of the stasefent to be made by the
rade and Industry the following day.
&Ter agreed, and instructed Mr. Armstrong

, the machinery that would need to
if the negotiations for entry into

tul.  Even before formal entry,
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BRUSSELS, 1212597,
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EL MO CODEL 92 CF 12 FEERUARY

, oWl AND INFO TC v
BOURG PARIS ROME WASHIKGTOM UKHIS GENEVA W
80A BRIDGETOWN KINGSTO PORT COF SPA

:Q IWING TO OSLC CCPENHAGEN ANL DUBLIN,

--““'3“5 = MEETING OF DEPUTIES: 1€ FERRUARY
ITORIES.

.. -‘ o

}”f:ﬂTiﬂnuuu:nzuALF OF THE COMMUKITY, REFERRED TO
SNITY RESERVE ON THEIR AGRELMENT IN FRINCIPLE TO THE

=5
&

AT 10N OF THE UK?S DEPEKDENT TERRITORIES, CTHER ThAN

FAR ARD HONG KONG, UNDER PART IV OF THE TREATY CF RCHE,
'COULD NOW INDICATE THAT IT DID NOT AT PRESENT
WAL GUESTIONS TO RAISE WiTH REGARD TO THE UK'S
ES IT WAS THEREFORE ASLE TOU RAISE THE
HE MINISTERIAL MEETING |1 OCTOEER.
ISHOULD BE RECALLED THAT PRACTICAL

0 BE ADOPTED TO PUT INTO EFFECT THE
RATION OF THE UK’S DEPENDEXT TERRITORIC

HE COMMUNITY RESERVE ARD THE
BRITORIES HAD THUS

N OF PRACTICAL ARRANGEWENTS,
JON OF THE BATE OF ENTRY

OTHER ARRANGEMENTS DESIGNEL
:'__- RE SHOULD BE £ FREEZE 1IN

EDs HE RCTED CUR VIEWS BUT
 COMUUNITY PUSITION




bers, Glieat George Street, SW 1

Oi- @30 1284

/

[/

/(_ 10th February, 1971

yut a questionnaire from the E.E.C.
made a mistake in the draft reply
rivaes the amount of debt outstanding
igures will not be published

ancellor's intention was that the
information which has not yvet been
and enclose a revised draft reply

this letter to Crispin Tickell




TLY 20 BRO QUASTION XO 3
L '-;
ard to ita long, wediun and short-term focoign
abtedness, how does the United Ringdpa propose to meel

due in the cominyg years$/

¥

nd-L oemder 1968 and end-Is ember 1970 repayments
n :‘.tl!l official debt totslled £4,785 million,
A M'Ii outatend on 1 January 1971 was £3,286
;"?f:f15¥333§}&9 milljon was due to the INF,
apdwer to Question 1, the Nritish
0 maintain a large enough surplus
LI ayments to permit a satiafactory rate

: ; "“h‘h in addition to {sm:ﬂri:lg the expected

matment and other capitsl items.

*" cial debt autafu.nﬂlng on 1 Jenusxry 1971
'111:'ngmuthlu under schedules some of which
“. & indicated in the answer to uestion 1,

*of net investwent and other



10 February 1971

ye ‘lot.tnr of 10 Fugmmv
‘%0 Herr Brandt. T think




FROM THE FRIME MINISTER TO
HERR BRANDT

o7 Januery. Since then I have had the
‘seeing Herr Scheel here and of

leased to hear Herr Scheel say thic
ot, be good for parliamentary and
, or I believe elsewhere, if tie



inue deflationary policies. It is for

»n that we wish to begin with a relatively

| contribution and work up gradually
pansitional period, and why we stand
that we submitted on 16 December.
,fi:-.a say about French fearé for the burden
jomy of & sudden increase at the end and
ﬁiis--with Herr Scheel. What we need is
‘way Of reassuring the French and I

u can help us with this.

"y pleased to see the agreement

sels on economic and monetary union.



CONFIDENTIAL
Foreign and Commonwealth Office

ndon S.W.1
10 February, 1971

| . for your let .-H
lary enclosing erman Chancellor's
@ of 27 January-To the Prime Minister.

2lose a draft reply which has been 2
d by the Foreign and Commonwealth

ry. As you know, we delayed drafting

1 after Herr Scheel's uig:ﬁ’,,'fe
cen into account the rec of
ne Minister's conversation with



Y| o s Type | +
T T oy [ —_— o —— .Fr.u:m ——
Prime Miniater

Telephone Mo, & Exi,

f rRs ey ﬁ.f.-.;-l’ i [,

M’ﬂ!ﬂﬂi‘*ﬂf_hﬂ“' thda account

{rﬁ-!mﬂlﬂ
[0 lh’tl ..-I' e L4 & | 2 ‘.- FaTw |
Ji! Jﬂﬂ' anlrﬂltinnu w-i#h thie Fﬁmh Preaident and

| 3 1% J'H--.-hh-'\-; . 'h..r..- lanl, | | .
: : d—lﬂm Herr Schul uml of

Ni‘lf‘- Llﬁ— '
ing Hlﬂ'h-h‘l'ﬂr—'ﬂ'h! matters redeed—imr—your-lwtter.

' note that President Pompidou thought it would
sible to get through the main stages of the

iations "
- FF w WV R \.J\-FL’
meert ‘h-tm the autumn. But I was— ey —40

Buhﬂl a":.arnd my—yigw-about the

Gind M fane
" eing the major decisions by the
hat b gad
h would be—bed for parliamentary and publie

ﬁi_ﬂ.‘l our countries if the outcome of the

gement as present mambers

I'; l:;phinu to Herr Scheel,




lwhelj down our growth. Our
balance of payments and aterling are at

~: present atrong. There are, however, larg
Lt dabte to be pald off as well as large paym
im B

across the exchanges for our forces

Moreover we shall get wessr little back in the

{ -
X sk i
= | - == - A
_
e &% dg
d - A & -

H'.I'.ﬂl'l econtribution and work up gradually during
She transitional period. I note what you say

about Prench fears for the burden on our

soonomy of a sudden increase at the end. ZEut
3 am infinitely more concerned about the effect
af the impact of our contribution on our

economy during the early years. t no-bne

o & o e -
- - .

ahould have any doubt aboui ou

-

r ip
adapt fully to the financing svstem at the &2
~

Jof the transitional ar@ corrective periods.

iinabling us to shoulder the burder of

in fact designed 4o achisve

ﬂ - 1 am more frmly persuaded thar
ant of the Commumity
would be a watershed foer
tries of Western Burope would
y jer unity, strength arngd
all that that implies for

: =
between Germany and Britain.

f...u-l-,/



g”? Pinally, I was very pleased to hear that
your Government and the French Government have

moved closer in your views on economic and

o

monetary union. This is an objective which we

~ lahare and in which we look forward to playing
1

'a full part.

. It is a good thing that we shall be able

}
L

%0 meet next month to discuss all these and



e

-
Ly R
P

Ty CONF I DENT I AL -y

R CAT A = \
t BON 1216122 l a
DNFIDENTIAL /5 g/ M E-ﬁ{:-
.5%gﬂg=.ﬁfT FCO TEL O 184 OF 10 FEBRUARY") e 5o ¢

i

=
T ]
|'|

o =l '
e

M MINISTER (ECONOMIC).

;;;1 JONS THIS WEEK WiITH HHREE GERVAN OFFICIAL
L L [ELE OF THE FEDEGFL CHANCELLERY AND VON STEIN OF
B0 FOREIGN OFFICE) SHGCEST THAT THE GERMANS ARE ALREADY
ON_**COMPROMISE** PRAPOSILS FOR COMPUNITY FINANCE
A ACED AT THE NEXT MINISTERIAL *::11“4
ssef S O MARCH WITH A COMMUKITY PGSITION
IDEAS OF ’*COMPROMISE’’,

AUDLAND AND JENKINS LAST NIGHT,
JENKINS®S EXPLANATION THAT THE PRESS
URFBEING WILLING TO THINK IN TERMS OF A STARTING
JEJf CENT MISINTERPRETED MR. RIPPON, AND INSISTED
S SAW IN THEM AN OPENING, WHICH THEY WOULD
FOR MORE *’REALISTIC’® PROFOSALS. !N A SEPARATE
5T NIGHT, VOM STEIN SUGGESTED TO OVERTOM THAT
S WOULD BE SOLVED IF, AFTER A HEATED NEGOTIATICN,
ACHED ON A BRITISH CONTRIBUTION STARTING AT
wlﬁ AN FIVE EQUAL ANNUAL STEPS TO 20 PERCENT.
BRUSH ASIDE OVERTOH’S COUNTER ARGUMENTS.

F H.M. AMBASSADOR IN BERLIN WE HAVE NOT YET
' HERR SCHEEL 'S CONVERSATIONS 1N LONDON
SHT THAT THERE WOULD BE ADVANTAGE IN
JBT SAID TO HIM ABOUT OUR POSITION
‘LIKE TO CONSIDER THE POSSIBILITY CF
TER TO HERR BRANDT'S MESSAGE OF 27
AND LAST NIGHT WHETHER HE THOUGMT
'THAT THE FEDERAL CHANCELLOR HAD
THE GERMANS THAT IT CCULD BE
NE OF COMMUN]CATION BETWEEN

oW
s

.lu"mITIﬂHAL DISTRIBUTION

FRAME



Chambers, Great George Street, 5. W

O1- B30 1204

-
?mbimad to you & questionnaire from the
I mm'. sterling and our own economic situstion

tory of this is as follows. When I
statement at Luxembourg on the
rmel, who was then in the Chair,
8 Community would be anxious to have
1 us about sterling and the state of
;..H "mwe discussions would not be
 the n negotiations, but would clearly
| ,mralatim to them. We do

m1 ‘taka pla.ca. I would myself



sion among themselves, they did in

dle of December.

T attach the questions and snswers which T
,. ma send. The answers are written on
: h m that they will in due course be published,
n any case we must assume that they will leak.
) S us in some difficulty. Clearly we must
evasive; but on the other hand I

assment. You will observe that
estion 1, therefore, is in very



fied orally when the discussions take

| S

.* .". : ;

doubt Geoffrey Rippon will

P < 8

Y. I am sending a copy of this minute to him

& _, and Commonwealth Secretary,
ger ="
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. 'IH;IIE QUESTION NO 1

d 8 objectives of the British authorities for the
Om*8 current balance of payments, and basic balance,
1 ﬂii following years?]
: oses the British Government analyse the balance of
# United Kingdom in terms of two main magnitudes.
18 thﬂLfamilinqurrgnt balance, that is, the balence of
ren fhmm over current expenditure, including both vieible
% lﬂ'& éxports, and invieible current transactions. The second
| d -'-._-.r. 1l _currer flow resulting from all external transactions.
lﬁlﬁﬁ investment, trade credit, other capital flows, and
: . of the unidentified transactions reflected in the
_I,IEI well as the current balance already menticned.
ng term official debt are included ae part of this
Oows The total currency flow, together with (when

ibscriptions to the IMF and allocations by the

g rights, corresponds to official financing,

daees in the official reserves, or repayments
cial borrowing in support of the reserves.
ex ___t from Economic Trends for December 1970, showing
nt quarterly publication of UK balance of paymentis
LT ﬁi.m deacribed above.

&‘mal available for repayment of short and smedium
for increasing the official reserves, ie &

ment ﬂ' Mﬂ.ﬂ. financing, is referred to throughout

L
B2 L ".l-r

H‘ ‘the British Government is to maintain
b _iﬁiﬂlﬂnﬂt as will enable repayment
debt to be continued at a satip-
1 hm to make some incresse in the

m modest level. To this end it
1 "’i'lﬂlhntm surplus on the current
mm#mt improvement and to

e II to be expected in re.;ect
¥y ald and repayment of long
'Ill!lﬂ.'h and othar currency

-4
ad



Officiel
drewn(+)/repatd(- #1296 | =699 |- 252 93 43 - 397 -1010 - 193 +150
Officiel ressrves (draw-

ings on,+j sdditions

%9,~) + 114 - 44 |= 20 11 4 - 39 - 76 B 2 +52

e e il
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mm EEC QUESTIOH MO 2

don he above aims and in the context of Creat Britain's
i nmunity, what assumptions are being made
'-- rntu nf the British economy and, in pa rt:rJl_r.
auncerniné the development of that
omuatic pruzuct devoted to the formation of fixed

s ¥ AV

'f“f%fr;ta of increase in productive potential per head is
) under 3 per cent a year, The labour force will fall a little
.ﬁ"‘urT 74 with the raising of the school leaving age from 15 to
3 Hhﬂuld be corresponding gains to Bffici&ncj in the
on ', ~ The labour force should start to rise agein quite

“~¥nin a!tar 1974. Thus a simple extrapolation of present

-p_prn uutivitj and in the working population would tend to
some increase in growth in the second half of the decade.
,_-ﬁ Htatintiual extrapolations, however, and fn improvement in
wih fﬁfﬁ is a major aim of policy of the present Government.

ritish Government has adopted a number of important

i to bring about a substantial improvement in the

¢ performance generally and to raise the rate of

.,érh_ The reductions in public expenditure announced

al L free resources for use in the private sector. This

-ﬂgﬁb&%ﬁ.a start to be made in the programme of reducing

= a programme which, over the years, should have a
inoentives. The change in the system of investment
[p to encourage the most efficient and profitable

it is as important to raise the return on

e its amount,

FLE e 3 :-'.‘1'."i! e

je the vigour and enterprise of manage-

or emphasis which is being placed on :
¢ sector should ensure better value for

;3?fhpfhr.u3ﬁ in the private sector.

on lun-ptnblu terms should be g
rowth of the economy. Membership
)ple should in time stimulatie

5 Jefficiency

J'.'



. rate of innovation and speed up the structursl
ﬁl country needs in order to improve economic
Mo sr, EEC entry would be likely to raise the

) devoted to investment. There would be chenges
ture of Britieh industry, end these would be sccompanied
Meant rise in gross investment in the expsnding sectors.
lhwld‘hn an increase in the sise, and perhiaps more
he quality, of the nation's capital stock. For ell these

effect of entry on growth will be substantial. The
is gled thaet this view, which is shared by Britieh industry,

3 particularly importent during the period of transition.
}Lﬂﬁi factors tending to raise the rate of growth will
: Blullr and will therefore be only partislly
treneition period. On the other hend, over the
1 burdens would fsll on British rescurces - the
n to the Community budget, the higher cost of food
3 'lh.‘lch may remasin to be pelid. Moreover, the
; . will curteil the growth in resocurces avail-
es, especlally during the cerly yeasrs of UK member-
,gm important that the exire demsnds on the
EEC entry do not build up more quickly then the
urces created by the dynemic factors
e clearly interrelated; heavy additional cleims
at the beginning of the transitional period,



JLY 00 EEC QUESTION No 3: RSVISION OF 10 FEBRUARY '74

'.‘lﬂﬂ its long-medium and shori-tern Toreign
oie 58, how does the UK propoése To nees
Mﬂ in the coming year?)

the Answer to Question 1, the British
: y i3 1o maintaln e large erough surplus
Iqé';w:ar.:a 0 porait & satislaglory rate Co
and modiun-tern official debt, in

m...ng the axpectsd net cutllow of investment

: 1 items, which, &s Indicatel In the enswer

'mmﬂ rapmarta of long-term official

i,shad. figore for the totel of short

ﬂﬂ&iﬂ overseas Gebt is thet for

when the tota) wes 33,866 million, of

don was cdue to the IUF. This re;:

ggn From the peax todal of thils Sel

. 968, || Further published deb
Bepber 1970 ard end-January <574

, figures for the finsal

d in ¥arch 1971.

i outstending on 1 January
&) gble unden Schedules,

| §



S SECREY
ALY O BRG QUESTION 10 1

r than those recorded in the basic balance
; ‘peceipts of foreipgn exchange in 1969 and t
}70. What has been the trend of the various
hese operations and what are the prospects in this

.‘_ Lﬁ ‘I
48 framed in terms of those flows of funds which ¥

ibed in UK balance of pusyments statistics as "monet

longer use this method of analysis because we

. ¥ F-li‘tificiali and in some ways misleading,

sen "long term" investment and other capital and

nts. (The point was explained at length in UK

*?IQJ1BTO ('Pink Book') page 83%). As indicated in

on 1, the analysis now used distinguishes on the o
m"qn the other all those investmenis s
'gﬁiph together with the balancing item make uj

low. This answer is in terms of this analysic.

le gives the published figures; for 1969 and
tE.'F 1670. Figures for the fourth quarter

th the current balance., Lines 2-L4 show
of overgeas investment from the United
M'l'r represented by trade credit., The

gea in UK external liabilities; in
gignificantly to the total inward
ls¢ Line 11 is the balancing item.

: W#ﬁu years the current curpluc,

ied rather over half (55 per cc:
m’inh Lo reserves.

ard currency fin# waa the

dion. This residusl (tc

timing of payments in
favourable for sterling,



._'I. éay. Losses from this source hud Lo be covered
: ing. Whan the recovery of the current account
ent in the latter part of 1969, the timing of paymsents
i more normal pattern, so that money due from commer-
_ .- Tlowed in and allowed large repsyments of the
‘owing. Pressure on company liquidity expecielly in the
t quarter of 1970 probably also encouraged large
Tlows. By the 2nd and 3rd quarters of 1970 the
rds a more normal pattern of timing had probably been
utflow of eurrency took place in the 3ra quarter of 1570,
the u:pm:t-ud seasonal pattern. Detailed informstion
ible on transactions other than the visible balance
‘but there has been a substantial currency inflow,
than the outflow in the 3rd qusrter.

the outward currency flow represented by net
uding trade credit, as in lines 2-4, may

. porhnpa showing some moderate growth. The

1e8 5-10, are expected to continue to be

_ ld'rel than in the last two years. In

. mﬂtﬂd that Burobend borrowing by the UX

/TABLE



SECRET
ANKEX TO QUESTION NO 4
£ million, not seasonally adjusted
i 1969 1970

it Year at Q2 Q3
+ U416 +205 +139 + 38
rm capital =98 - 43 = 38 - 2
e investme Al Ty 35 % B o= 72
oy =160 = 5 = 57 "= 53

n UK
, + 63 + 3 - 8 - 21

A
o +258 4215 +208 o+ 27
it SREBOE L 08, = 47 e 3R
+ 70 + 15 + 30 + 59
=106 +117 +103 - 8,
‘It - 16 + 65 - 27 + 10
; - 161 - 55
+ 227 = 202
- 227 + 202
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' qﬁum AUKSTINK NO.5

gle agrecnents of 9 Feptewmber 1968 nllow the
fingdom to effect drawinge on & credit line of
"'“."? "to the extent that the sterling balances of
paeas Sterling Arca fall below an apreed starting
/the Basle Facility and the Sterling Area, 8 13(4

8 other hand the various bilateral apreements con-
‘on this oecasion between the United Kinpdom and
intries holding sterling balances make provielon
-ﬂtfhnnga puarantee without apparently, any upper
‘being imposed on the holdings of sterling balances
efiting from thie guarantee,

;i rnntﬂﬁ that since September 1968 the amount of the

ierling balances held by the monetary authorities of the

1ing Area has risen congiderably, reaching £2,2688 mil-
at the end of June 1970; during this veriod the

of the guaranteed aterling balances rose by £800

"'..i by

e circumstances what conclusions should be drawn
age dﬂ'relupmanta? .

I3
i‘ t.hu difference between the field covered by the
peements and that covered by the above-mentioned
“mgreements, what probleme could, in the opinion
sh a‘uthorities, arige should pa"t of these

e converted into other monetary assets". 7

ive evolved in the last decads-or eo.
marked decline in sterlin@'s importance,
al sterling balancee), expressed as a pro-
d official peferves, have fallen from

42 per-cent in 1960 and further to 7 per
- uviing liabilities (official and
epr d 15 per cent of the UK's

ﬁlﬂ.t W:F, in 1969 were egunl to

game perdod, the game Tigures com-

ﬁlﬂﬂ!, show a decline of one half -

-hegt con-
Tretet: 14 : i3 dolvg,
‘end of June 1967 the officini
gens Sterling Aren (0FA)

/stood at



!590 million. By the end of September 1967 they

i to £4,851 million, But by the end of June 1068 ,
rd , to £1,593 million, and by the end
fﬁ.igﬁa just after the Agreerments had been concluded,
: i to 81,506-million, Thue in fifteen monthe they
en by nearly £400 millien.

g b0

 was againet this background that the discugclions wers

#h led to the Basle arrangemente. One of the main pre-
n 3 ned at that time wae to find & way
tha’nhé%ﬁéf { n g%ﬁrling balances which wae taking

an __-E.-'ﬁh“ UK's guarantee to maintain the dollar value of

wau devised to this end., It proved wbal]y effec-
nceg ceacged to fall. Bythe end of December

; up to £1,650 million: and. by the end of 1969
their mid-1967 level and stoed at £2,039 mil-
tinued to rise during 1970. The figures are
11y in Annex T.

, 88 the REC Question notes, the balances rose
X mi‘ihﬁ between September 1968 and mid-1970,
of this inmreauu must be secen as a return to the

1lar aquivnlenta are used (which take
and provide a better guide to the
# of the balances) the increase in
$202 million). Andy—ee—alieady
8 balances needs to be se n the

. $0%d above in parapraph 1
¥ that in the longer term the

e not reversing mllh gocular
1 ﬁbiti-luhiuvad their aim
rderly fell of 19A8. Eince

hans rigen beyond the

an Lo
/yre=devaluntion

-
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intion position., This rise ie the consequence partly

_ _pf the Apreenents themselves, but rrimarily of

t“ in total reservee (eterling and rnon=gterling)

@ Bterling Area which hag occcurred during thie
Tull figurer nre 1‘?51 out in Annex II1. BHetween

‘and June 1970, totaldrecerves rose from £3,238 million
9 million, an increase of £2,101 million. Of thin
Mﬁm in sterling and £1,702 million in non-sterling.
ﬂﬁl sterling ac a parcentage of official OFA

_ ﬁ&;. ‘and by June 1970 at 43¢ waeg only marginally
Jeptenber 1966 nadir..

=0 tr
rtheless, there has been some tendency for official

tu 1nurﬂauu in abeolute terms, If the Banrle

.' Wtar A much more modest surrlus is more
e could e til]l lead to some increase in 1971
spolute level of o2a officinl sterling
ﬂ ﬂhﬂﬂd be nmuh legg than that which
t '-IE monthe. Efnﬂn ppard to the
tre 10 - above in paragrarh 1,
d decline in the proportion thnt.
v# ‘total official OFA regerves , |

Bﬂl‘lim refera to the fect that the
Basle agreement does not become

the total of both official and nrivar
the agreed starting level or

ing Agreemente only cover officin
imt aven if officin) holainges

A nte the Basle facility

[aight in seue



&ion popition., This rise is the conmequence partly
::thﬂ.AETEEHentH themegelveg, but rrimarily of
in total reservee (oterling and ron-eterling)
aeag Sterling Area which has occurred during thie
f_ﬁﬂl fipares aru&gi out in Annex II. Between
June 1970, totalireserves rose from £5,238 millien
iillion, an incremse of 82,101 million, Of this
$on was in sterling and £1,702 millisn in non-sterlirg,
ng the sterling as a percentege of official 0SA
Fﬁﬁﬁﬁ-wmhpﬂrtiﬂn f2ll from 532% in June 1967 to L40% in
* 1968; and by June 1970 at 43% wasg only marginally
-‘ﬂﬁ@&mﬁhﬂt 1968 nadir,

Ill‘l‘a '[-":n L
less, there has been some tendency for official

jﬁ_ih&reau& in abeolute terms. If the Basle

8 will of course be a matter for negotiantion

ies concerned), it does not follow automatically
es would continue to rise at the same rate, op
ice considerations apart, movements in these
argely a function of the balance of payments

Hﬁvin+ epgard to the
_.'r+ U above in paragraph 1,
deeline in the proportion that
Il official OfA recerves,]

n refers to the fact that the
, Agreement does not become
of both official and wrivar.
#ed starting level or
'vn-] only cover afficinl
4 offieinl holdings
the Basle facility

/might in sone

* —



me circumstances have to be activated to cover a
fall in privete OSA balances.

| ¥

possible, but in practice ie unlikely. The private
e OSA have in recent years been remarkably stable.
‘3@% stood at £1,193 million; by September 1968
-:---rs 1ittle to £1,282 million; and after dropring

n ﬁ\ at the end of 1969, they rose again to

. _.tn_n by the end of June, 1970. This element in total
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currencies other than sterling,
.and SDR's.

/innex III. Overseas Sterling
Area-Balence of
Paynents
{ ‘
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Area - Balance of Payments £ millioen

Balance of current
and long-term capital
transcctions

Total Reserve
and currency flow

- 196

- 27

346
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10 EEC QUESTION N

tﬁﬂlﬁtud Kingdom contemplate reconeiling her
1 @8 as centre of the aterling area - which
%"‘*" luu lar preferential relations in the finaneial
mgr;n the matter of foreipn exchanpre
I.Ilﬂ exchange control - with her oblipations
ll the various spheres concerned?_ 7
Uk _,Eml._itlnn in the Sterling Area system does not lead
ange of preferential relationships implied in the
A« The Sterling Area, which developed from political
ic factora operating earlier in this century, does
l reat on precisely defined mutual righto and
- With negligible exceptions, the countries and
0f the Sterling Area are today entirely independent
nt of their respective currency systems and foreipn
and most Sterling Area countries maintain the
rol over transactions with the UK as they do

countries, both within the Sterling Area

88ues dealt with in the answer to Question &
ential relationship is that of outward

m the UK to the rest of the Sterling Area.
Qﬂ#nith in the statement on ecanital

by the UK Delepution in the

j@mm diseriminate in favour of
1 par: ed with BEC and other countries

‘0ol restrictions tpply to
ents to EEC countries as to otier,
18 no exchange control over
by :"Ul residents to Sterlings ...
Tary measure during a repicg
‘mn planning direct
o8 of the Sterling Aren
a, Irish Republic) and

maxing portfolje invest ,
¥ o )
mnmu;n
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int. This restraint does not apply to individusls.

‘ﬂﬂlﬂll acceas to the London capital market, governzents,
daranteed publiec authoritiea and private companies
lng Area (and EFTA) countries, but not of others, are
a8 eligible in principle for permission to raise
ing loans in the United Kingdom, subject to the balance of
ite position of the United Kingdom. In recent years thers
have been few applications, and resultant outflows of capitel
1.,- ; ‘-tiﬂ‘ thﬁ 93!. have been small. Over the decade 1960-69, taking
acco . of maturities of issues made by Sterling Area horrowers
m ‘were not refinanced, outstanding publie issues of 3terl ing
Al "\:_ hﬂ:ﬂ‘p‘!ﬂn on the London Market have been reduced by about

ged borrowers. New issues have averaged only about

’nn a year; in the last 5 years 1965-9, only £19 million

. Thers were no issues in 1969 and only one of £5 million

' refinance a maturity) in 1970. Even these figures overstate

ﬁn’ﬂ‘ﬁﬂﬂ of paymente cost y bacause part of each issue has
subseribed by non-residents. The low Tigures reflect in

rt po _1.-9;13@ of reatraint by the UK Government for balance of

|llowed more freely than new finance.

ks are also permitted to give short-term sterling
{ "ttiihnut- restriction to residents of the Sterling

d a total of £300 million during the past & years.

capital outflows to the Sterling Area, there
rtfolio outflow to Austraiiam in 196:. But
W investment has boen low. Other capital
8' funds, remain small.

I‘__Iﬁlflll!l no difriculty in reconclling
ing Area with obligations to the BEC

o =M &
%&&nﬂt with precision or certuinty

bere of the EEC as regards capitul
ﬂl.' the transitionsl period, the Uk
itutenent of 18 December the

o British Government fully toe

Ci




CONFIDENTIAL  omewatodi=t
C}qu lEAL1 [0
S PRIME MINISTEK'S MELTING WITH HEKE VLIER
Bl MINISTER FOK M:‘:;Iuri AFFAIRS AT 11.%0 a.m.
PEBRUAR 1971 AT 10 DOWNING STIEET

~§;. 'Wﬁ‘

l-Gunither von Hase Sir Moger Juckling,
dor) (H.M. ambassador, bonn )
rr Scheel's P.J.S5. noon

OIS
; described the German approach to the
1ot Lations to enver vhe E.E.C. 1L vas wost
@ﬂmn & timetable uwrder wiiich britvish
al the begimuing of 197Y3. Germany
18 ,‘;i.mﬁurt.ama L0 Briwuin attaining full

referred Lo sterling &s u world currency,
P which would need consideration. Bul this

e Brivish finucia
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L]

ributior M Suid that he thoupht a compromise
between the Comiission's proposul and lhe
and such compromise must be fair.
jogSible Lo calculate what Comuunity cosis would
it fuiure ard there would inevilubly be a
t of arbitrariness in any decision., The
U thing wes British readiness Lo accept Lhe
_I ‘propres" sysiem in the erd. Wwhat was needed
- poli pical compromise about the road to thal erd.
rime Ministe agreed thuat this wus the kay

, but finding coumion solutions to
He thought this should apply with ihe

) Tind solutions. It was incomprehensible

er said he found the Commission's

cial regulations wes difricult to
"'ﬁt'.’z'!.ﬂa vere well below Germany and
t thut &t the end of the decade,
ﬁﬁm Though this guve us no

\ Gmmisaim appeared to have

the Comanity hag
8 of the dynamic effect
m scratch,



ﬂnntﬂbubiun ard likely receipts, 1t
--"-*-_-.1 gﬁt. very 1litile buck on uhe sgriculiural
ud alreudy reorganised our ugriculiure, viich
use only & very suall part of our eCouOW .

ﬁt elear what was going o be wvailsble Ior

flationary policies which held down our
-&a’ halanua of paymenis and sierling were at

There wers, however, lurge deuis L0
the

m:m were large paymenis ucross/exchanges
s in Burope. At this point the Prime ..inister

greement which had just been reached betvecn
and the Foreign and Commonwealih Secretary over

at the beginning, or whethier we had a
 He suspected that the French
mweﬂ to make a low s.art, Lo
arrfect.s of membership

¢, we would then ask
d. There was a need to deal
vince the French that this

ench MiSLIust wus & problen
aid thet he himself heug
gontritution, vut wat
; Mere had tire, i
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. S problem of the countribution could

€ P, Lhe rest would not be too

1 be determined was the shape of
contribution. Herr Scheel did not
@ further corrective period arter




Published Papers

_ :-- paper(s) enclosed on this file have been
ved and destroyed. Copies may be found elsewhere in the
- Record Office.

156 OMUONS HANEARD .
L EERRUARY (G, COLUMNG K36 - K3
AL COM v LA l’:ﬂf'

=




'.1 . .' P T .'J'IJ*” QF
PIe o %ﬂr % TPRON,
INRRRTEE OF (Oha e | LL_L . A
¥ ﬂ’ﬂf -

: O, Mr. Speaker, and that of the
tn ke a statement on the Ministeri
‘the Jrence with the European Zecnomic
"m of this week.
6t mm A number of sgreements,
ﬂﬂlﬂ.lﬂd that the alternatives in
Blon of Intent shoald be open not only
mm gountries which 1
Bt €0 the House on the 10th of
» LAsothd and Swaziland as well
, L0 certain special amrangements
: * 8d at a later stags,
:,_ _ confirmed their proposal to
T s of ganeralised
1Iplament.at.ic:n. We
g the case of Hong

BWOork d‘ the negotiations

ial



| wpon the way in which the erlarged
approach the problems of the Asian
168, countries f'or whom association
te. The enlarged Community wonld
mh'ad in its trede relations with
M the wish to extend and reinforce this

uuuuu

aﬂlmamant., and taking account of the
aralised preference scheme, the problems

h,;.h iﬂ the field of trade with a view to

]
TPt Sie o :'

Pl ate sclutions.

‘Baresd that the Anglo-Fiench comdominium of
_# ,‘.,';'_'uld be associated with the enlarged
{ - 3d & statement maie by the Community on
arrangements in the fisld of industrial

thmght- should broadly meet the ainm
, in making our own proposals, of
x 3-_'1 as possible the dynamic effects of
0 '~ But this arrangement,, it was
egarded as definitive until

N
¥

-._-_.._.-. d on methods of transition

i
. ‘-L

"l:-

e

/There was ...



MBS an oxchange of views on ths question of

__ 1 canmnot say any agrecemant was

2 hope that there is now a bettor under-
2 of the issues involved in this field, which is

f grucial importance to the success of the

s

jiions. I left the Community in no doubt of this
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eign and Commonwealth Secretary, the Chancd lor
quer and the Chancel lor of the Duchy of
an informal discussion with the Prime
. the EEC negotiations on the evening of
Je 1971, as a preliminary to the meeting
mm on 2 February.
1 points made in discussion were:-
MNGI’ the Six to the British
1. 11s on Community financing had been
- 1 tmuted on the figure of 13 to 15 per cent
Se ‘- or the end of the transitional period.
'_ Fa further period of three years during
pctive action could be taken, and for
aces from the Six about British
the Community budget, it should be
1 an agreement on this subject which
ented to British public opicicn as being
.'_“.""*.- strongly to the proposal
ontributicn should start at three
P that any aof them so fap
' . plate was of the ordep
ing for the Six's
w it
i be able to face

A 'S

-
'--

A :r r;

; ‘HT



".:?-i accepting the Community system of

-'-"E*'*;m-t- at the end of the period if we started

a: point. Part of their position might also

8 tc har that the initial British contribution

ven 1 meet the initial administrative costs to
i ??er British entry, so that their own
ut. __ ons to the Commnity would actuslly in the first
e be incressed by British entry.

K _'_' "Eh the progress already made, it was clear

I_._I_r--'l"i -. .

or failure of negotiations would be

1d need careful consideration. If it
'_t.iuna might be completed at
rigtlt to take the issues
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4 ons had made good progress so lar
m far off the point where all would turn
) three main outstanding issues. When that
‘ it would not ve in Britain's interest
e gotiations should drag on; & long period
358 or stalemate was more likely to sour
lans than improve the outcome. It could
1 be that the time for a Summit meeting
parlier than June or July, as had so far been
ed that at the meeting on 2 February
mnw of Lancaster should not offer
, of British position on community
1ld confine himself to explaining why
M forward in December were not just
| seriously based. He would need to
18 other costs which Britain would be
1 costs af loss of Commonwealth
:."."l ‘discussion, he would seek to
hat, because the British
'  to entering the EEC, they
I L_"'.' 4 ept any terms that might
, the Chancellor of the
y that there was no shift in

.;‘ _ -T

-
Eil 7

g
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e

but. er: but it woula not be right to reach
I 1y in terms of earnings, since jobs in
depended on quantities. There was general

we should be doing reasonably well by New
9 to satisfy British public opinion, if we
8 guaranteed outlets for 75 per cent of

., the Six might not readily concede

p-

@ countries. It was however more

that, i1 there was likely
report on major issues from the
Mins ters, it would be important to
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'E**fi#iﬁi the talks in Paris, on the French side:

@ Prench President, Prime Minister and Foreign Miniater
“*f?*iig'unnfirunﬂ their Government's politieal will to
| positive conclusion to the negotiations with the

ingth of the transitional period, it tranepired
n this phase, in a successive one the French
%o add to 2 single transitional period of

arT ¥l od of three yeara during which correctives

i part of the BEritish Government, it has

Contad,



M has ineieted on the necessity to

: M the negotiations and to conclude them rapidly,

& exceptionally rigid positions, safeguarding certain

able Wla of the Community, and keeping in mind

tain particular requirments of British publie opinion.

.  We believe that the problem of participation %o
nity financing should be dealt with in depth betwsen the

ion and the British aide. On the whole, from the

8 we bave had the impression that, in order to

peedures which could turn out to be very
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Buropean Negotiations

ndum reviewing the negotiating position and prospect

) yesterday, for the Prime Minister's weekend reading
itached, and comprehensive as I understand you wanted
that the Prime Minister read through the memorandum
‘the major problems I can see and relates them to

w# prospect.

b
""'-"-c-t ps-=
.

;{u to AE papers for queries on any specific

oad picture in the memorandum. On timetable



n and ite annexes seek to give the Prime Minister the

01 ﬁﬂ. he has asked of our current position and future
Mropean negotiations. In the time and space available,
he problems arieing in this very wide field is necessarily

Bp | &8 at 22 January. Also attached is the minute of
T Mﬂu'- goneideration of this paper (AE(71) 1at Meeting).
r will wish to read and form his own view of this very
rial review of our position: the following paragraphs seek
sting and summarising what seem to be the main points,

MJ. position and prospect. Mr Rippon's review envisages
ﬂ'ikmgnﬂnﬂw by the summer by settling most major
m or four months, so ss to leave Community Finance,

1& general endorsed this appreach: but noted
heslth regulations might present difficulties,
Bsugar might posaibly prove to be snother

!I"f difficulties between us and the Six,
IHM the Commonwealth sugar Governments

m the latter are

m‘lﬂh‘ud position
.ﬂn dairy producte than
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_-_'I earmings of foreign exchange from dairy products
M' reducing the volume of supplies whilst increasing
ﬁw at least a basis for negotiation on the degree

) Peduced and prices increased, and does not entirely

i & further but still diminishing arnmgement after the

At loast the Commission's proposal does not rule out

_ arising from it, and one which, given goodwill,
the summer, in line with our strategic objective of

at in 1971 80 as to enter by 1 Jamuary 1973.

_ t&m; apsaking as follows. Since both the
I‘Iﬁll and the Community's regimes, both for Continental
ir developing associstes (the Yacunde Convention) must by
m all these arrungements should be allowed to run their
larged Community should, after our entry, i.e., in 1973
| Sugar Agreement expires) and 1974, work out a new

will want a settlement satisfactory to them
te or assured by a satisfactory formula (on
ion) governing a future settlement to be worked
Wﬁ. Faragraphk 9 of Mr Rippon's paper
' the latter coume would be: the gquestion
m be brought to be sensible
complex sugar arrangesents do

."\ -

e 10 carry the Commonwealth sugar
ifully, and with some doubt as to

« Toa Community
hmm million in
‘h“‘hﬁl maximun
d 15 per cent in 1577:
»  Them, in 1961



SECRET

‘a8 the Six must do in 1978 (they having started three

® cent of levies and duties and up to 1 per cent of VAT.

BVe & review formula operable from entry in case these

‘s British contribution which is too big both absclutely and
The Commission proposed alternatively that our share
adly) either 21.5 per cent rising to 22., per cent subject
over 197377, or a more complex formula starting

and hinting at both three years of correctives
asaurance in very general terms.

amity Budget levels in the preceding paragrapk.
-- ) the firat and last years of the five year build-up

Italy United Kingdom
+210 =110 30

- 65 =180
- 60 -195
[+] =470

'WIJ.: would require us to make, under
butions of £337 million in 1975 falling
) to about £317 million in 1977t and on
| in 1973 rising to £365 million in 1977,
* yoars of correctives, i.e., whenever
m‘i any mitigating factors, our

a f b of the order of £4,50 million
mﬁ-. our balance of payments
en of the adverse effects or

y countries and of net adverae
o 19708 a total of some K250 million).
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*_ *mu that our financing proposals, plus the
n Just described, plus our debt repayment obligations,
. g m close to the maximum burden we can be asked

} for a favourable dynumic effecty is thus fully
mu lins remains that we must accept their
for transitional mitigations: that our claim for
"h up the re-negotiation of their own regulationa:
aant share in 1975 is much too low: and that the
ution at the end of the transitional pericd i1s too
B our demand for a review clauses implies that
m:l.p the present Community regulations at the
iy our transitional period.

r hﬁ-ﬂl that contributions as large as ours would be under
would be both inequitable and excessive, probably
rgaining considerations, partly from unwillingness to
?ﬂm regulations, and perhaps partly from their

.‘; ﬁ:ﬂiﬂuu. The average current account balances

. 9 are for Germany £44,0 million eurplus, for Italy

111 will be difficult to close both
dssues dealt with in the following

@qﬂn of the foregoing paragraphs
d as followni=—

IRy

od to fit the circumstances
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the Six will not re-negotiate the c.s.p.
arrangements to make our terms of entry

IS therefore is to try to limit our gross
their percentage key device, mnd/or by

. On this, the Community have given us six written
market" copy of our draft replies to them is &k Amsex B

3ing dynamic of membership, we can afford a

g and not too large net contribution to the

pr i jed) and no insuperable problems need arise with
'Hn question whether the facts afford

m, it does lead straight on to a
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',ﬂ posaible, for several reasons. They require us
ks not later than March and finish by September, We
failu %0 renew the Basle guarantee, Nor do we want
‘wide open at the crunch of the Buropean negotistions

and we might then be able to agree with
terling balance holders by June — about the time of n

) Buropean negotistions, But France's indicati on

ee the sterling balances (i.e., sterling's reserve role)

te ‘both the Basle and the Brussels talkas. Further,
Bxchequer will want to take account of the Basle and

n his Budget calculations, at least ss part of the

ntext of the Budget. Finally, the progress of

i proepective negotiating position. Turning
pects on the Community's side, the following

e on the Commission's proposals
 Zealand, and Sugary and on
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ne. 1:*:- & question of fact, are taking the following
arge: int: the Community's finance and agricultural

! 'hl altered for us; we must therefore make

] adaptations and pay up sccordingly, at

| Article 108 if the result is too much for uss

- of sterling must be phased out as either

ial advantages,or the Community potential

anters the French are also playing it

land and on other aspects of the negotiations,

8y 88 & question of fact, ie at best very tight.
mees with the Six are fixed for 2 February

- fm meetings before the summer holidays
briefly reviewed sbove, including progress

‘Minister is fully aware of the Six's
ition. On the brighter side, we may be
18T an extra meeting or extra days for

review, there is no reason to alter the
ite of 30 December which envisaged two

¢ial meeting of the negotiations

1r financial contribution and
ngements and the treatment of
it the Commonweslth are
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m attitudes were particularly difficult

$ J' progress is mads in Jamuary and February and
'H'l- broken at the Ministerial meeting in March
_Bescessary “to turn the May meeting into &
ﬂ of Government for the dual purposes of getting
olitical agreement to resume progress wnd to
rinciy for the resclution of the main
in the negotiation.

- -lillihu points. First, the balance of probability has
‘ towards the second alternative above, unless Mr

i m at the 2 February meeting is very successful and
o8 of Deputies" arrangement permits the Six to make faster
ﬂ agreed common position on all outstanding issues.

r atill too early to say that the first alternative

e ruled cut: we can only judge that about say mid—

¥ the outcome of the February meeting and the consegquent
at Deputy level and below. Third, if the secoad

« five days after the 16 March Ministerial meeting -
irtant, and it will be for comsideration whether
ing with M. Pompidou in April (when there is no

- log-jam, it is for consideration
ﬁﬁm should not begin after
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Y TO BEC QUESTION NO 1

he objectives of the British authorities for the

® current balance of payments, and basic balance,

\d the following years?)

¥ purposes the British Government analyse the balance of

{:h United Kingdom in terms of two main magnitudes.

8 the familiar gurrent balesnce, that is, the balance of

)me over current expenditure, including both visible

» and invisible current transactions. The second

curreng; flow resulting from all external transasctions.
| investment, trade credit, other capital flows, and

1 of the unidentified transactions reflected in the

tem, as well as the current balance already mentioned.

lﬂ' long term officisl debt are included as part of this

,.-.~~ flow. The total currency flow, together with (when

) gold subscriptions to the IMF and sllocations by the

¢ial drawing rights, corresponds to officiael financing,

B or decreases in the official reserves, or repayments

f official borrowing in support of the reserves.

'_-'ntmt from Bconomic Trends for December 1570, showing

ant quarterly publication of UK balance of payments

e presentation deecribed above.

B

‘of fundes available for repayment of short and medium
, or for increasing the official reserves, ie a
; ﬂ‘ official financing, is referred to throughout

£ & JLJL SelL .

m of the British Government is to maintsin
' bt improvement as will enabls repayment
m official debt to be continued at & satis-
on it is hoped to make some increase in the
their present modest level. To this end it
intain & substantisl surplus on the current
required reserve/debt improvesment and to
mm is to be expected in respect

ald mainly aid and repayment of long
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T REPLY TO EEC QUESTION NO 1

ihl objectives of the British authorities for the
om's current balance of payments, and basic balance,
4 the following years?]
' purposes the British Government &nalyse the balance of
| of the United Kingdom in terms of two main magnitudes.
hm femiliar current balance, that is, the balance of
ome over current expenditure, including both vieible
xports, and invisible current tranesactions. The second
arrency flow resulting from all external transactions.
: investment, trade credit, other capital flows, and
2l of the unidentified transactions reflected in the
: ;: a8 well as the current balance already mentioned.
of long term officlal debt are included as part of this
-w!ini. The total currency flow, together with (when
ld subscriptions to the IMF and asllocations by the
awing rights, corresponds to official financing,
sreases in the official reserves, or repayments
:ial borrowing in support of the reservess.
- from Economic Trends for December 1570, showing
arl, ﬂ‘gﬂiuntiam of UK balance of payments
ation deecribed above.

or for increasing the official reserves, ie a
' official financing, ie referred to throughout

-

l'l_l‘ the British Government is to maintain
ihprwﬂlmt a8 will enable repayment

i reserve/debt improvement and to
iich 18 to be expected in respect
1y aid and repayment of long
po credit; and other currency

/4 The Britian



T t have not expressed these objectives
5T Mnubl.l.n. but as an indication of the magnitudes
ﬂ“_‘llllﬂt/duht improvement of less than F600-700 1;3
_average over the next few years would not be i
'."ﬂ'ﬂ'- (We expect with some confidence to do
en this in 1971) This degree of reserve/debt
ly to imply a current account eurplue averaging

[

ion a year. B8ince net invisible earnings on ~}

g 2400 million a year, & current account
1ies rough balance on visible trade.

'ages. At times fluctustions in currency
the relationship implied above between
® current account surplus. Favourable
nt‘ lhn:'t and medium term official




TABLE I SUMMARY BALANCE OF PAYMENTS ¢ s1140n

1969 1570
1968
Year | lst gtr 2nd qtr 3rd gqtr 4th qtr lst qtr 2nd qtr ird gtr
A Current scocount Seasonally adjusted
Visible trade =643 |=-141 | =123 - 63 + 27 + 18 + 65 - ’I‘r - 66 '.
Invisibles + 324 + 557 |+ 136 + 139 + 126 + 156 + 148 + +139
CUHRENT BALANCE = 319 + 416 |+ 13 o+ 16 + 153 + 174 + 213 + 119 Iiﬂ

+ 146

-
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ﬁmm:muﬂnz

to the above aims and in the context of Grest Britain's
ie Community, what assumptions sre being mede concerning
‘of the British economy and, in pasrticulsr, what snsumn-
made concerning the development of thst part of the
product devoted to the formation of fixed cnpital?™/
rate of increase in productive potentisl per hesd 18
per cent a vear. The lesbour force will rell & little
L ﬂ.th the raising o the school lesving age from 15 to
d be corresponding gains to efficiency in the longer
force should start to rise again quite significantly
s 8 simple extrapolation of present trends in
1 in the working populction would tend to confirm the

i:liﬂ year in the OECD report "The Outlook for Economic

"iﬂl 'b‘! gbout 3% per cent & year in 19?5—50. These sare
rap im. however, and an improvement in the growth
"ﬁﬁi nf policy of the present Government.

8 generally and to raise the rate of growth in
mﬂm in public expenditure announced last
s resources for use in the private sector. They will
! m substantial reductions in direct taxetion - which
ful effect an incentivea. The change in the syster
,.. should help to encoursge the most efficient
'ﬂ investment: it is as important to resise the
5 to increasse its amount.

of the Government is to reduce intervention
omote the vigour and enterprise of mansceman+,
iasis which is being pleced on cost-

stor should ensure better value for money
for use in the private sector. Thirdly,
relations should bring sbout imports-t

. | of the economy. Membership
. in time stimulate

‘efficiency
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?;'#itt of innovation and speed up the structural
ﬂl‘ﬂntry needs in order to improve aconomic
“r;?r » BEC entry would be likely to raise the

me devoted to investment, There would he chsnves
ﬂ%lthh industry, and these would be recomnaenied
rise in gross investment {n the exrsndine seators.
’E ﬁﬂ‘ln increase in the 8ize, and rerhaps more
Aty, of the nation's capital stock. For all these
ment believe that, 1f the terms ene ressongble, tha
 Of entry on growth will be substentisl. The

i@ that this view, which is shered by British industry,
the Gm..‘.un:lnn.

veen the effects of FEC entry on growth and the tepms
:limlaﬂ? important during the reriod of “rancitin-

» factors tending to reise the rate of cpowth 5111
, ﬂwl;g and will therefore be only partislly

- transition reriod., On the otharp hand, over the
ﬁiﬁﬁur&aus would fall on British resources - the
to the Community budget, the hicher cost of food
t.g, which may remain to be nniq, Moregver, the
.nnnt will curtail the rrovth in rescurces aveil-
i‘ augne:lully during the enrly yeers of U

K nTerbepa

.....

@5 created by the :i;"nﬂmic factors

. .:- nterrelnte heavy additions) clejms
¥ r__ cult to grerte tha conditions i-

in oot he forthcoming., The evolutior ovew
mﬂﬂt‘nﬂ coats of entrr will therefors ha

de mining *he nat effect of Britein's

Iryte crowth rete during the 1070s.,
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REP) QUESTION NO 3

i-December 1968 and end-December 1970 repeyments of

n term official debt totalled §i,785 nillion (this fayfiewes,
ril be published until March 1971). The amount of this

standing on 1 Jemery 1971 was #3,286 million, of which [+ frrmm]
on was due to the TMF.

3icated in the answer to Question 1, the British Government's

-mn 8 large encugh surplus on the belance of peayments
y satisfactory rate of repayment of this debt, in addition
mhﬂ. net ocutflow of investment and other capital

erm official debt outstending on 1 Jemuery 1271
mm, repayable under achedules some of which

3 2005. As indicated in the answer to Question 1,

F 1: are part of net investment and other capital



“=-m than those ranorded in the basic halanuﬂ

yery aizeable receiptas of foreimm exchange in
- first quarter of 19 What has been the trend
8 of these upat'nﬂunn and what are

unn-ut:l.un?_?'
ion is fromed in terms of thoue flows ol

re formerly deseribed in UK belonce of
st tistics as “"monetory moveents"s We no longer
¢ ¢ of analysis because we found it

- artificinl, snd in gonc nln minleeding, €O

tBt':.f movements. (he point ces sxpleincd

K mnnun of Peymcnts 197C ('Pink Book') psge
pted in the Ansvwer tc Questicn 1, the snalysis
I ﬂ on the one honl the current bslcnce

;uil those investments and other capltal

ble to estimate the main componente fsirly
sd teble glves the publighed figurce

ith the current bslence. Lines
(net) flows of overseas invest-
ncluding the investrent
hese items sre ndditions
g ‘to be finsnced. Lines
., lm have contributed

= .f“hf the favourable



3 mt) of' the totsl of debt repsymont

. ‘m Bsarves. A significant contribution hos

de um thizs pericd by the recovery of cterling
' ﬁ descrited in more detail in the nnewer to

irge fector in the favourable currency flow

ng item, perticulorly in the 6 month period

th :ﬂ?ﬂ, when it amounted to over £560 nmillicn,

' is thought meinly to reflect changes

in relation to tronsactions. In

: ”ﬁl.gh for sterling, e.g. 1967-68, the

: mts by UK residents to feoreign countries
n’nﬂ for payments to the UK to be legoed,

. &,"fﬂ' deys csn involve lesrge sums; settlements
| mﬁ.imports avernge over £50 million & day.

|~
) ﬁmu had to be covered by of'ficial

ter of 1969, the timing of peyzcnts
rmel pattern, so thet money due Trom

Ngs Pressure on company
axpoying first cusrter of 1970
ge inter-compuny flows, By
ﬂn movement towards s



preliminery estimates which are subject to

e negative.
itflow of currency took ploce in the 3rd querter
cord with the expected sessonal pattern.

ye s the outward currency flow represented
s investment, including trode credit, as in
.y May be expected to continue, perhaps showing
W. @iven the objectives Tor the
surplus and for continued reserve/debt

: set out in the snswer to Guestion 1, the
 flows, as in lines 5 to 10, A8 it

osi tive, but st a lower level than over
rapid debt repeoyment in the last two

2, it is 10 be expected that Eurcbond

' gnd private industry will continue,
' financing of private overseas
tem is likely to be



£ million

1969 1970

1st Year

';; Quarter Forecast outturn
- rounded igures

+ 416 + 205 + 600

itel weelhusl - 98 - L9 - 200
. + U + 35 - 50

- 160 - 56 - 250

+ 63 x5 %

+ 258 + 215 + LOO0

= 50 + 99 + 150

+ 70 + 15 + 150

= -1'5 + 65 - 50

+ ]62 + 2&5 + 100

+1300
+ 1"

+1L20w

i
g il




_Flilﬂ Aorecasnte of 9 fentemher 19AA nllow the
| Kingdom to effect Arawinge on a credit line of
1iard "to the extent that the sterling nalancee of
"geas Sterling Area fall below an agreed rtarting
the RBarle Pacility and the fterling Area, & 13(1)7.

. other hand the verious hilaters] srreemente eon-
on this occasion hetween the Iinited Fingdom and
countries hnlding eterling balancer make provieisn
in exchange guarantee withont apparently, any upper
i being imposed on the holdinge of sterling balances
1ting from this puarantee,

-

® noted that since September 1968 the amount of the
rling balances held by the monetsry anthorities of the
rling Area hae risen congiderably, reaching £2,288 mil-
8t the end of June 1970; during this neriod the

- of the guaranteed esterling balsncer rose by £800

-ﬁﬂn_ﬁ circumetances what conclusions sh~uld be Arawn
m developmente?

w of the difference between the field covered by the
greements and that covered by the shove-mentioned
Al agreements, what probleme ennld, in the oninion
British authorities, arise ghould part o* theee

ee be converted into other monetary asgete®, 7

ing At the sterling balancee, and in evaluating
te, 1t 1e helpful to begin by looking at the
ces have evolved in the last decade or so.

- show a marked decline in sterling's importance,

) Total sterling liabilitier (official and

'_ represented ‘1, per cent of the K'e

b in that year, in 1969 were ecual to

'* the same perlod, the essme Tiguree com-
orld trade, show a decline of one half -
bl “.l!_*per cent in 1969,

'm perepective thet one can beet con-
rediately prior to the Raele Arrange-

- !Hﬂ of June 1967 the nfficial
vereeas Sterling Area (084)

/stood at
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stood at 21,890 million. By the end of Sentemher 1967 they
hed declined to £1,834 million., But by the end of June 1968,
they had dropped to 1,593 mi111on, and by the end

Qf Feptember 1968, jugt after the Agreerante had haen roncluded,
. + Y were down to ©1,506 million, Thne in fifteen monthe they
=3 f‘ll"!m by nearly £LO0 mil” 1on.

L '»I_‘-I wae againet this hackground thet the diceuselong were
; "ﬂl. led to the Banle arrangemente. One of the main pre-
wtions of nnee at that time war to find a way

t the gh &.lﬂmsfmmrnng balanc=p which wae taking
‘ﬁﬂthl m:‘ﬂ guarantee to maintain the dollar value of
Ticisl sterling reserves, hacked by the £2,090 rillion
facility and coupled with the minirum eterling rroportion
ement, wag devised to thie end. It proved wholly effer-
The balances ceaged to fall. Bythe end of Decemher
I-lﬂr up to £1,650 million: and by the end of 1969
ad passed thelr mid-1967 level and stood at £2,039 mil-
By continued to rise during 1970, The figures are
pre fully in Annex I.

-%ﬂa, A8 the RPC fueatinn notep, the balances rore
e 2800 million between September 968 end mid-1970,
"i 'n'r.'l‘.' thtn ircrease muet be geen as a return to the

1ion; and if doller aqui‘ml:ntu are upud {thin:-h take

6 "ﬁi"“ devaluation and provide a better guide to the
y » international value of the halancer) the inepence in

*iﬁﬂuﬁ 4e seen 'y only 8202 million). And, me alveady
ed, this rire in the balances needs to be seen in tre
 of the develormente described above in parepraph 4
te which show clearly that in the lsnger term the
,n:l"jhﬂ!n:*! international role ie declining.

! "'i-'_lrﬂug!-mntu, while not reversins thie pecular
sterling'e international role, achieved their aim
_the rapid and dieorderly frll of 19FR, Pince

11:'1‘ the officisl balancer hae risen heyend the

/rre-devaluation
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luatien position., This rise ie the coneenquence pATtly
terms of the Agreements thempelvee, but rrimarily of
a{f;;;f't in total reservee (otepline and ron-rterling)
Ow g 8terling Aren which her ncecurred during thie

ﬂiﬁj full figurer are st in Annex 11. BRetween
7 and June 1970, totsllrecerver rose from 23,238 million
!ﬁiiﬂ- an ineresse of £2,10* million, OFf this

on wae in sterling and £1,702 milli~n in non-nterlirg.
g the aterling ae a percentege of official OFA
_the proportion fe11 from 58% in .June 1967 to LOfF in
3 And by June 1970 at L3% wae only marginally

'mmu- 1968 nadir.

o -nn, there hae been eome tendency for official
" to increase in aheolute terma, If the Basle

L iilnrgqlﬁ a function of the balance of paymente
‘deficits of the 0OSA aep a whole: and in the yearse

., In 1970 we expect a surplue of a similar opder of
‘but thereafter a much more mrdest surriue is mopre
-ﬁﬁin this could e till lead to some increase in 1971
in the abeolute level of OFA official cterling

i;! incresse should be much less than that which
d in the lesst 18 monthe, Having regard to the

sont : ;m:"_-mann trends noticed above in parasraph 1,
ell be a renewed decline in the proportion thnt
1 represent of total official 0SA reserver,

ntil the total of bath official and rrivate
”1J§!Enm the agreed starting level of

h-i that even if officiasl holdings
nNg Agreemente the Basle facility

/might in some



ome circumstances heve to be mrtivated tn cnver A
| fall in private OSA balances,

| possible, but in practice is unlikely. The private
the OSA have in recent years been renarkably etable,
they etood at £1,193 millinn; hy Pertarher 1968

1 & 1ittle to £1,282 millien; snd after Arop-ing
1ion At the end of 19A9, they rore again to

By the end of June, 1970, Thie element in totsl
e ie not, on past exrerience, & pertirularly

. iﬁhnhrlu future - much of the hnldinFe 1ia heliaved
'ﬁp trading activities of a eontinuing character.

J Annex I
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ingdom contemrlate ﬂmnﬂlinﬁ her
m of the ater - which
arential relations 111 the Tinancial

in the matter of foreign exchange

rke and exchange control - with her obligatione

2 in th various spheres concerned?

th in the Sterling Area system does not lead

range of preferential relatiomships implied in the

. ____  Sterling Area, which developed from political

i< operating earlier in this century, does

yral rest on precisely defined mutual rights and

) With negligible exceptions, the countries and

s of the Sterling Area are today entirely independent

! gement of their respective currency systems and foreimm

. and moat Sterling Area countries maintain the
over transactions with the UX as they do

other countries, both within the Sterling Area

. R

rom the issues dealt with in the answer to Question *,
el ?#-mtiﬂ relationship is that of outward
ments from the UEX to the rest of the Sterling Area.

ic “ﬂi been dealt with in the statement on capital
‘made on 18 December by the UK Delegation in the

lone in Brussels.

the Britiah Government discriminate in favour of
rea countries compared with EEC and other countries
i ' Area in their policies concerning oapital
1 exchange control reatrictions apply to
6 hr UK residents to EEC countries as to others
Area. There is no exchange control over
or capital, by UK residente to Sterling Area
966, as a temporary measure during a pericd
mth companiea planning direot
P 'm’aﬂn of the Sterling Area
H':-l.nl. Irieh Republic) and
" eto) making portfolie investmentp

Jin necuritien
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‘in securities denominsted in the currencies of those countries,
‘have been asked to cooperate in & "Voluntary Progrsmme” of
':'Lm- This restraint does not apply to individuals.

'AS regards accese to the London cepital market, governmentis,
guaranteed public suthorities and private compenies
ig Area (and EFTA) countries, but not of others, are

ad a8 eligible in principle for permission to ralse

ing loans in the United Kingdom, subject to the balance of
mts position of the United Kingdom. In recent years there
.'lmn few applications, and resultant outflows of capital

_‘ 0SA have been small. Over the decade 1960-65, taking

-'t of maturities of issues made by Sterling Area borrowers
A were not refinanced, outstanding public issues of Sterling
ATe . borrowers on the London Market have been reduced by sbout
.ﬁﬂ.ﬂMM; thue there have been larger repayments than new

_ 'w In the most recent period high interest rates have also
ﬂmgml borrowers. New issues have averaged only about

5 million a year; in the last 5 years 1965-9, only £19 million
W- There were no issues in 1969 and only one of £5 million
( ml a maturity) in 1970. Even these figures overstate
hlmﬂ of payments cost, because part of each issue has

n subscribed by non-residents. The low figures reflect in

t policies of restraint by the UK Government for balsnce of

: .' ts reasons, under which refinance of existing maturities

n allowed more freely than new finance.

UK banks are also permitted to give short-term sterling

g credits without restriction to residents of the Sterling
% total amount of these credits outstanding has

i around a total of £300 million during the past & years.

prial portfolioc outflow to Austraiia in 1968. But
8, net new investment has been low. Other capital
anta' funds, remain amall.

nt foreaseas no difficulty in reconciling
mm Area with obligations to the EEC.

ible toforncast with precision or certainty

f members of the EEC as regards capital
':‘m of the tranaitional period, the UK

) m statement of 18 December the

"H the British Oovernment fully to

1) tions by that time.
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CONFIDENTTAL

1!; NO 87 OF 27 JANUARY INFO IMMEDIATE
!HHI IMMEDI ATE CODEL BRUSSELS ROUTINE UKDEL BRUSSELS
'ﬂfﬁiﬁi AND INFO SAVING TO LUXEMBOURG.

BRANDT - POMPIDOU MEETING -

TE SECRETARY V. BRAUN THIS EVENING FOR AN
' 7+ﬂﬁlﬂ TALKS IN PARIS ON 25 AND 26
FING THAT | AESUHED THE REPORT ON PAGE

1 ENLARGEMENT Ann WERNER WAS NOT ﬁh!TE
UN REASSURE ME?

nfﬁ .+ INFORMATIVE, BUT NOT VERY CHEERING REPLY
RT I MORE DETAIL TOMORRCW.
;put EHLAHEEHEHT WAS MAIN COMMUNITY TOPIC DISCUSSED,
AS NOT A QUESTION BETWEEN GERMANS AND FRENCH,
ITISH AND COMMUNITY,
re?-Tya: THEY HAD LOOKED IM VAIN IN OUR
i FOR CLEAR STATEMENT THAT WE FULLY
IGULATION. () REFERRED TO MR RiPFON’S
",;ﬂﬂﬁﬂT AND O’NEILLS STATEMENT AT
."'fs_uiu. POENSGEN ADDED THAT SCHUMANN
iT WE HAD GIVEN VERBAL ASSURANCES.)
NABLE TO ACCEPT OUR STARTING
foté o, 13-45Y)
I THEY THOUGHT FRENCH AND COMM|SS|oN
'u'ﬂ’lll-l, AKD THAT THEY SYMPATH|SED
# EFFECT nF MEMBERSHIP, (P

BERBER ANU M, HARME! ure
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POMP| DCU HAD MENTIONED IMPORTANCE OF QUR GIVING FULL ComMMu
PREFERENCE FROM VERY BEGINNING I AGRICULTURAL FIELD. VON o
ADDED THAT DEN|AU WAS SAID TO HAVE BEEN FAR FROM SATISFIED
WITH ANSWER HE HAD BEEN GIVEN IN LGHDGH O THIS.

FRENCH UNWILLING TO CONTEMPLATE ANY EXTENSION BEYOND FI‘H‘E YEAR
TRANSITIONAL PERIOD OF SPECIAL ARRANGEMENTS FOR NEW ZEALAND,
GERMANS HAD EXPRESSED HOPE AND CONMVICTION THAT MAIN PART OF
ENTRY NEGOTIATIONS COULD BE FINISHED BY SUMMER, BUT HAD

FOUND NO SUCH OPTIMISM AMONG FRENCH.
(1) GERMANS HAD **GIVEN A HINT®? ABOUT 3 YEAR PERIOD OF CORRECTIVES

WITHOUT ELICITING ANY FRENCH RESPONSE.

(J) OMN ASSURANCE (PARA 9 OF OUR PAPER) SCHEEL HAD SAID THAT
COMMUNITY SHOULD EXTEMD FULL SOLIDARITY TO HEW MEMBERS FROM
THE START. SCHUMANN HAD NOT DEMURRED.

(K) BRANDT HAD TOLD POMPIDOU THAT HE DID NOT THINK A SUMMIT
WAS CALLED FOR IN PRESENT SITUATICN BUT RESERVED RIGHT
TO RAISE QUESTION IF NECESSARY AT SOME FUTURE DATE.

(F)

(G)

(H)

3 quHr‘IiHG UP, VON BRAUN SAID HE DIB NOT THIWK PROSPECTS BF

ENLARGEMENT HAD DETERIORATED. FRENCH WANTED 1T, BUT HAD mﬂl
Ou INTERESTS MUCH 18 MIND. HE WAS CONSCIOUS HDHE?EH HOW MUCH
GROUND HAD STILL TO BE COVERED, :

Wi g »
i

FCO PASS SAVING LUXEMBOURG

NI AL T -.q.fdl'lf .|£

. h""-’]‘ ST i g r i :

JACKLING WA m SRS M B
SR ‘ ndg = o

R & 'Tia ; HNEER --'I.__-_' § & e J’ﬂ* 4 ""-'I‘,.;’_-u.n'. .

A 93 g v ot Ea,.m.
&; * ;tn‘:r lﬁiﬁp' by ig# W |



¢ p \\1,\’7\ 29 January 1971

dor ealled this morning on
390 p.m, to deliver & messuge
anet, mossage together vith &

asndor sald that the Cormens iv.d been
sk Eraat.ano B, Fonoidou”
) i t the Cermans ﬁ Elvanuinmt.éa

on the =, 1,C ﬁhtim. This was
- - Wen m !pll.'l:: on the lines
_"@% - - & letter,

i
i
Noky S

| reactions to the Puris talks
9d that they did ot wiink Lot
- ﬂ..‘* 8D back, Thore had

' . - .
T, T R
f - SR ey
W
By

Bense or the /'rench
 Lhat the mu.in négotiat long
A nor ind French
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m:l u there were any particular
PI":IH Minister would like Herr Scheel
mim while he was in London,
ﬁﬂmad this hit.n the Forelgn and

ge who had sugrested first, German
membership of the Ji.! - . aacnrﬂl
m:ium on r'inancing the 1.mum1t.
0l estiblishing their hc.sfﬂ

| unn t.hare h.m:l yet to be the
',# r'rrnﬁrammax orience in
. T Pl"i ister L that he

| ‘-’ﬁ 1 point was most 1mportant,

Hﬂ!md Lo Herr Brandt's statement
{ He said that the
nlau- that there would be no
of the Treaties with the Soviot Union and
diout a ntimwxhet.tlamnt over
ador romerkec t the position of
' ti m t.hlu quoat.i-::n nad considerably
in Dusseldorf,
m um.nini in the GHI‘ITLH
¥ t the meed for
attlement Barlin bafore
?ﬁ"‘: Polish Treaties, but
* deba t what constituted a

6 gratarul to recelve & drart ro,ly to
S8Z6 ncl wi t.mB lat.t.ﬁr a8 soon
“subst. __1-_ is 11 ul:,ruit.uk?e
me “HI'}FQ CKly

its
1 lﬁhr and
e b wiﬂ ), and

.3. Moon)



Mnex €

N SR — s

CONFIDENTIAL

ITEL NO. 34 OF 28 UANUARY 1971, INFO PARIS,
EHAGUE, LUXEMBOURG AND UKDEL £C,
Ly ﬁa'
DCOUNSELLOR CALLED ON 27 JAMUARY O COLLINS TO
ERRFOINTS RAISED 18 MY TELEGRAM NO, 22 AND YoOUn
BEIRERORNHILLER OPENED DY EXPRESSING HIS ANXIETY
ENEIGHT SHOULD BE GIVEN TO THE RFASONING 3&
BODECEMBER, EARLY ACHIEVEMENT OF 1 C
08 OF THE GREATEST IMPORTANCE TO THE UNITEI
SENTIAL TO ARRIVE AT A SOLUTY
ITERMS OF THE BURDEN Wi
HEPUBLEC OPINIOM, ONE OF

4
T PNV Fae e
]

!!- TﬁHTIﬂHE Al THE END OF THE pt “R1008
FIVESS THIS ARGUMENT HAD now ME
ABOUT THE FULL UNITED XiNGDOM
BYSTEM AT THE £4D OF THEST PERi0DS,
HSERATTENTION TO THE RELEVANT PO TS

[ TRE GUARD: AN O 25 dﬁnpdqv A REPORT
iﬁ?dﬂﬂvﬁﬂ? INTHE BELGIAY PRESS

Tndind u

ur-.....

‘?ﬂT’EﬂTML SEHH}UEHEOS OF THE
NG THE SIX ABOUT THE Lcycy
WERE STILL AT THE SKinvi o -
: LEﬂBTH OF THRE TRANSiTOnY
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ving TOO LOW A STARTING POINT OR TGO GREAT

GH THE BELGIANS TOOK OUR POINT ABOUT A
§ THAN EARLY). M. COLLINS THOUGHT THAT IR
"QUESTI0K OF POLITICAL JUDCEMENT IN DECIDING
BLE BURDEN FOR THE UNITED KINGDOM TO BEAR.

OF THE LEVEL OF OUR CONTRIBUTION

IOLCE IN COMMUNITY DECISIONS, COLLINS SALL

ﬁHAn BEEN A FIRM COMMUNITY DECISION ON THIS

LLED INTO QUESTION. WE INDICATED, HOWEVER,
flﬂﬂﬂhtﬂ? IN REVERSE, NAMELY THAT SINCE WE

ED "WOICE IR COMMUNITY AFFAIRS FROM THE

i?;ii ‘A VARIETY OF BENEFITS, IT WOULD NOT EE

TO HAVE TOO LOW A STARTING COMTRIBUTION.

Ly

THAT THERE HAD BEEN NO BELGIAN MINISTERIAL

FION OF A PERIOD OF CORRECTIVES FOR THE
BHT M, HARMEL WAS SYMPATHETIC TO CUR

8S CONFIDENT OF THE ATTITUDE OF OTHER

)
]
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' '~'~'H LINS ABOUT BELG)AN NEWSPAPER REPORTS,
fﬁTlﬂﬂ oF TFE S1A OF 1% JANUARY,

ﬁﬁ}ﬂﬁﬁﬂﬁtTlﬂﬂ PERIOD, AFTER SOME
ASSURED HILLER THAT. M. HARMEL
;uﬂTlL LATER 1N THE VECOTIATIO

JANS WERE'SYSMPATHETIC TO ouR
:EPTABLE SITUATIONS AND HE

_THAT M. HARMEL WAS VERy
S REPUTATION WAS AT
LLINS THOUGHT 1T
TIONS COULD BE puT
QULD HAVE T0 DE »oupp.
: /? A
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§ ALL THAT COLLINS SAID ON THIS AND EARLIER
ONCERN TO SEE US COMMITTED AS EARLY AND AS
IBLE TO THE SYSTEM OF COMMUNITY FINANCE. THIS
21 ANS DESIRE FOR A HIGMER STARTING POINT FOR
'THEIR DOUBTS ABOUT A TERMINAL POINT OF 15%
WS WELL SHORT OF FULL PAYMENT OF (MEXT TWO
IESSOURCES PROPRES. THEY WOULD, WE THINK, BE

PERIOD OF CORRECTIVES IF 1T COULD APPLY TC A LEVCL
CLOSER TO FULL PAYMENT OF (HEXT TWO WORDS
ES PROPRES. .

L.

CUSSION HELPED TO BRING HOME TO THE DEL
HEIR ATTITUDE OX SUBSTAHCE AS DISTINCT FRoM
AR ONGE AGAIN THAT, WHILE THE BELGI
HETIC TO OUR VIEWS, THEY ARE RELU
BND WILL CONTINUE TO TRY TO ACT 4S
REXL T ALSO SEEMS PROBABLE THAT E
ESS WELL DiSPOSED THAN THE MINISTRY ©
$ HARMEL WILL SEEX AND OBTAIN THE
B EIAH GOVERNMENT ON THESE VARIQUS
IE 1S RIPE -AMONG THE SIX.
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Foreign and Commonwealth Office
Downing Strect London S Wi

Telephone oi-930 fiao
28 January 1971
/4.
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ihiu afternoon about our recent

3 vi h tha Dutch on Comaunity Finznce.

now like to see the Chancellor of the

12 e to Mr. Luns (our telegrams

--14 o The Hague), together vith the

and comment on the first

s de Koster, the State Secretary at the

y of Fﬂrmgn Affairs (The Haque

B and 30). For good measure |

Etﬁ"egt'am number 29 vhich records
d on European questions to the
?Trade and Industry on 26 January.

T
yﬂ"ha Taw’
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CONTAINS A PERSOMAL MESSAGE FROM THE CHANCELLOR OF
MCASTER TO THE NETHERLANDS FORCIGH MIMISTER, PLEASFE
I8 SO00H AS POSSIBLE. IF DR, LUNS 1T HOT AVAJLABLE,
(ETILL AS A MESSAGE TO DR, LUNS) TO MR, DE KOSTER
JERAESTHE CUANCELLOR 1S ANXIOUS THAT THIS MESSAGE

BIO OPERATE WITHIN THE DUTCH ADMINISTRATION BEFORE
ISTERS OF THE COMMUNITY DISCUSS COMMUNITY FINANCE
uEHEREnH 04 1 FERRUARY,

af}1H|5 MESSAGE 1§ ouR “IF“ T?rT AT PRESENT TUHE
RBERBINE O THIS TGSUC ~ BY FAR THE FOST
,:?’ﬁ1 OTIATIONS FRoM puE POLNT OF VIEW — THAN
£ THE (oMM ZXCEPT THE FRESCH, THIS VIEW 1S
JCRSAT 10N BETWEEN O7NE|LL rﬂﬂ THE NETHER-
RO JAHUARY (RECORD: COM 1ED TO You),
BION FROM RECENT REPORTS ON THIS SURJECT
r&ﬁﬁﬁﬂﬂu? HELP FEELIHG THERE 1S SOME DAlGER
RN THESE MATTERS AS HE APFROACHES THE

! 1abgﬁi THUS LEAVING THE WAY grPti To
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(M)

'f!ELEﬂHhH NO. 14 OF £5 JAIUARY.

it} ?ER? NMUCH TO SEEING You AT oup MEETHHG W
._ EREREONEESS | Al ALSO LODKING FORWARD WiTH
BERING OF THE COUNGIL OF ¥1¢1STERS OF THE 517
iﬁﬁ;nﬁT. BT WHILH | URBCASTAND THEY WILL BE
BEANGES AND. GUR OMii PROPOSALS G THIS §
I._Eff_mﬁ' HITH ME HEXT DAY,

L B

f;ggua* BRAT THIS GUESTION 15 ADSOLUTCLY

BROUR MECUTIATIONS. ML THE S, |
) BB AS | Can THAT TAIS 1S THE 153l
o LRI HOUR BEOTIATIC S WISHT FAIL, | A

- IR EHE S0 HIGHT ADOPT A COitidn
) EERNEERYE A CAP BETWEEM US S0 Wil

HIGHT, FOR &Y FART, DECP
FAST AS $OSSIBLE, | wouLD 1o
MBERATION THEY MEED TO THIS

B CHARAGTER FROE OUR POLYT

4t FOR THE SAXE OF spcED,
HECOTIATICHS STHAIGHT To

OF OTMER GATTESS QUR

MILE, EVEN IF wE Have TO

1
Ve,

: TI'IE ADOQVE POYAT. i GE e
"_':._" THINKING OF youn
'H;,u- A i NRL e ¢
Rﬁl HERE passep, oy
M’F - Mons




CONPIDENTIAL

KSTEUCTIONS, TO O’HEILL ON 19 JANUARY. THE CONVERSATION THEY Thgy
HAD GIVES ME THE IMPRESSIOH THAT OUR VIEWS ARE FAR APART,

5, YOUR CHARGE D’AFFAIRES, OF COURSE, MADE CLEAR THAT WHAT HE SAID
VAS OMLY A PRELIMINARY AND INFORIAL REACTION FF-!G': THE HACUE To
BEERESFUTATIONS WHICH C’HEILL HAD MADE TO HIM TWO WEEKS EARLIER:
240 THAT HOW YOUR SOVERMMENT ACTUALLY PLAYED THE HAND WITH YOUR
PARTNERS IN THE COMMUNITY WOULD DEPEND TO SOME EXTENT Ol THEIR

owll ATTITUDES AND REACTIONS. | HOPE IMDEED THIS WILL DE 50: BECAUSE
WE HAYE THE INPRESSION THAT MOST OF YOUR OTHER PARTHERS TAKE A

SEASOMABLY SYMPATHETIC ATTITUDE TOWARDS OUR PROBLEHMS AND
REQUIREMENTS.

s I,
-
¥

0 | KNOW DOES YOUR OWN GOVERNMENT, S0 FAR.AS SCHE OF THESE

S ARE CONCERNED, WE ARE MOST GRATEFUL FOR THE SUPPORT DUTCH
MTIVES HAVE GIVEN TO CUR CASE FOR A THREE YEAR PERIOD OF

VES AFTER THE EMD OF OUR FIVE YEAR TRANSITIONAL PERIOD. WHAT
BE DPAFFAIRES HAD TO SAY ABOUY THE POSSIBILITY OF SONE

'a;aﬁ-n caucm. | SSUES SOME OF WHAT HE WAS INSTRUCTED

LOYER, NEVERTHELESS , GNP PROPORTIONS DID PLAY

f'THE 1979 KEYS UF THE SIX. THUS TO CLAINM

BE_PTMORE 0OF LESS THE SAME’! A5 THAT OF FRANC
T0.BE_ASKING A LOT, OO TP T AT

v ﬂ'THAH THAT OF FRAICE, LET ALONE

(EARS Kt LEAST THE DISPROPORTIOY

¢

'E:frﬁ.uirtnn, AND | DO nOT
FICANT THAN YOURS. BUT 1IN
s > T, fm CONTEXT
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IGOTIATIONS THESE 1S
IE IATERESYS ARE CERTAI(!
C

R ENTRY INTO THE
@.ﬂﬂ LESS DEPEND
WER, AT LEAST iu 71
'_ L ME REGARD 45 To|
N R RUN, WE suaLL
Lll'll'l' 10 WMAT ¥E Coy
EIFiBIlLLT IN THE 1N1T14
ﬁll PUBLIC OP PARLI2 £ 1)
.ﬁ,, E WE CAN OVERCOME TwHE:, 1 529
COULD NOT ACCEPT TERMS TwAT 5. -

JROUS,.
Tty "
Sy |

BENT0 TALK ABOUT ALL THIS TOGETHER | -
! ijl' AF WOULD BE USCAUL, 1 sShouLpn

nl SEE YOU HERE TO TALK To
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ATE FCO TELEGRAM MUMBER £8 OF 27 JANUARY

DEL BRUSSELS,

IRAM HUNBER 13 OF 25 JANUARY: COMMUNITY FINANCE.

BY HARTOGH, AND WENT CAREFULLY THROUGH

HIM. DE KOSTER PROMISED TO CONHVEY IT TO LUNS.

(LTE
ENIED THE INPLICAT 10N THAT THE DUTCH

WTHMI THEIR PARTHERS. HE (11S1STED
: ; E.IETH.:. S0 FAR A3 THEY WERE COMCERNED

AUTO THE COMMINITY “HICH YERE ACCEPTABLE
nsinEHEn THAY THE SUBGESTION
lONOF 3% HAD HO CHANCE OF
LG IANS (THE LATTER WERE
D HOT CONSIDER ANYTHING
THEM TO AGREE 70 A LOVER™
.m-uw BE MORE PLEASED THAN
o iant n
L4 T TR
1ER HE THOUGHT THAT THE FRENCH
VEL OF THE INITIAL BRITISH
RT OF OBJEGTIVE CALCULATIONS.
: IMPRESSION THAT THE DUTCH
STAND O THIS ISSUE OR
E COUNTRIES, AND
ﬂﬁlﬂaﬂ SHOULD GO As
'--f;. FIRST YEAR THE FuLL
E THE CompunTy REQUIRES,
S TO WHAT THE PREC|SE
M--m IS TOO Low,




CONFIDENTIAL

THE QUESTION, WIAT MATTERED, 1 SAID, WAS THAT THE UNITED Kinucpow
ACCEPTED THUE OBLIGATIONS OF THE TREATY OF ROME AND THOSE RESULT|ng
FROIN THE AGREEMENTS WHICH FLOYED FROM IT ARD THAT WITH HER ENTH
INTO THE COMMUMITY THE VARIOU RULES AND REGULATICNS OF THE
COMMUMN ITY WOULD BE PUT INTO APPLICATION, ENLARGEMENT WOULD
THUS BECOME A REALITY WITH THE BENEFITS, ECONCMIC, COMMERGIAL
AHD POLITICAL WHICH THIS WOULD BRING TO ALL MEMEERS 14DIVIDUALLY
AIID COLLECTIVELY. THE EXISTING MENMBERS WOULD IN FACT BE FIHANCIALLY
BETTER OFF BEGAUSE OF THE CONTRILUTION WHICH WE SHOULD MAKE, BUT
THIS WAS SURELY NOT THE PRIME PUPPOSE OF EHLARGEMENT AND IT
SEEMED TO ME THAT TO COACENTRATE TGO MUCH 0N THE QUEST'ON OF
THE SIZE OF CUR IHITIAL COMTRIBUTION COULD ENDANGER THE WHOLE
EHTERPEISE. DE KOSTER DID NOT DISSENT FROM THIS. INDEED ME

- Eiln THAT THE DIFFERENCE RETWEEN WHAT VE SAID WE WERE VILLIHG
7O PAY AND THE MOST EXTREME DEMANDS WHICH VERE BEING MADE

| OF US ASOUHTED TO HO MORE THAN 963 M. GUILDERS, I.E. £1g9eM

" OVER FIVE YEARS. HE FELT, IN VIEW OF ALL THAT VAS AT STAXE,
THAT IT BUST BE POSSIBLE TO REACH AGREENENT. | SAID THAT THIS SURELY
POINTED TO THE HEED FOR THE CONMMUNITY TO DE MORE ACCOMMODATING.

HE WERE FACED MITH REAL ECONOMIC DIFFICULTIES, WHILE THEY

SEEMED TO RE STAMDING TOO RIGIDLY oW PQIdftntF. DE KOSTER

Hiﬁ HAD JL!ET COME FROM A PUBLIC LUNCH AT WHICH HE HAD sam

- : - : 5 FAR TOD HIE“I :

e Wil A3t i 1S creecH
ETO0AY). BUT, HE SAID WE SHOGULD NEVER GET ana#rtfwT TO
3% IT HAS INTERESTING THAT HEITHER HE NOR HARTOGH $PECIFICALLY
- TO 15# AS A TERMIHAL FlGURE,

fjssuﬁ AND THAT IT CAnl GHLY BE ELEGL?EB iN THE
S OF THE NEGOTIATION. THERE 1S THCREFGRE 1N RIS
STION OF MINISTERS ADOPTING A COMMGN POSITION

T AT THE MEETING ON o FEBRUARY,

THINKS 1T WOULD BE A GOOD IDEA FOR
? OF THE DUCHY OF LANCASTER TO MEET,

Ol MIS RETURN TODAY AND CONVEY THE ANSVER
;;immnﬂﬂ'tiﬂi HE SEEMED TO BE IN FAVOUR .

RATHER THAM ONE IN THE HAGUE.
.‘- ;-ll-:--l -




) TELEGRAM NUMBER 29 OF 27 JANUARY

10 BRUSSELS PARIS ROME BONN LUXEMBOURG
W
,ﬁ_ M UMSER 28, HOT TO ALL.
IADE A SPEECH ON EUROPEAN QUESTIONS TO THE NETHERLANDS
AND INDUSTRY YESTERDAY. THE FOLLOW ING
THC MOST IMPORTANT PASSAGES.

L |

3 WITH THE UNITED KINGDOM
Ay

R JAID BLUNTLY THAT HOLLAND CONSIDERS THE PRICE
IEING ASKED TO PAY TO JOIN THE COMMUNITY
JNQUOTE, ( HIS LATER REFERENCES WERE

A 21% CONTRIBUTION IN THE FIRST YEAR).
'Fmalm; DURING THE TRANSITIONAL PERIOD
'E RATHER ON THE LOW SIDE UNQUOTE,
QI.T_ISH HEGDT!ATGHS HAD MORE OR LESS
11S OFFER IN PARLIAMENT. HE WAS

_. moumsn TO A QUESTION ﬂF
'LIGH GUILDERS OR LESS IN THE

hdss .
LY
CE COULD HAVE MAJOR
MIGHT BE FACED wiTH
THEN ASK FOR HELP
IEs THE RESULY MIGHT
l&l’l’tﬂﬂ OR ITS PAYMENT

f“ /PONPIDOY' 5



POMPIDOU'S STATEMENT "

[ste]

3,  DE KOSTER SAID THAT THE DUTCH SAW SOME POSITIVE POINTS
I WHAT POMPIDOU SAID ABOUT EUROPEAN UNITY. BUT THEY CONSIDERED
"ft-. HIS REMARKS ABOUT THE GOMMISSION AND HIS COMMENT THAT THE COUNCIL
~ OF MINISTERS MUST REMAIN THE HIGHEST ORGAN OF THE COMMUNITY
: -31' NEGATIVE, THERE VAS GREAT HESITATION IN THE HAGUE ABOUT
FRENCH CONGEPT OF A EUROPEAN CONFEDERATION. ~ QUOTE WE
éimsea 1l THE HAGUE HOW SUCH A cuus-’lﬁg.mmn WOULD WIRK :

I‘EEﬁ OF A CONFEDARATION AS A STEP FORVARD. HE EMPHASISED
IR THAT SHE WOULD PREFER TO AIM FROM THE START FOR A UNION
APPROPRIATE SUPRANATIONAL INSTITUTIONS, WHEN ASKED WHETHER
MFEDERATION WOULD HOT BE A STAGE ON THE ROAD TO EUROPEAN

=i - e
."Il' . - +
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USSELS TELEGRAM NUMBER S

S ON COMMUMITY FINANCE.

| EPORTED WHAT DE KOSTER YOLD ME YESTERDAY IN

M NUMBER 28, |

p '.j".‘a;; 5

HAVE NATURALLY BEEN EXTREMELY CAREFUL HERE 1HOT REPEAT
JUTCH OFF ICIALS ANY REASON TO SUPPOSE THAT VE

FOR MANOEUVRE, | EMPHASISED THE CONHTRARY STROHGLY

T 1 SAW HIM ol 39 HEEEHBEH, AND ITAL 1ANER

ST0 THE COUNSELLOR THE FOLLOWINHG DAY THAT HE REALISED

JULD BE DIFFICULT FOR US TO BUDGE SUBSTANTIALLY FROM

J_fgpgﬂg~ﬁapf1uLn THE HOUSE OF COMMONS.

E, WHATEVER WE SAY AND HOWEVER STRONGLY WE Sy

: MiﬂEL'r T0 BELIEVE THAT WE HMAVE HAD ANSOLUTELY

THﬁT THERE IS NO GIVE IN OUR POSITION AT

‘nu HOPE TO EDGE US UP GRADUALLY TO A

ITRIBUTION. WE HAVE NO EVIDENCE HERE THAT,
OINT, LUNS AND DE KOSTER HAVE FAILED TO

ECONOMIC COLLEAGUES. IT COULD WELL BE SO

‘llﬂ' THAT HE STILL DID

=

WERE. -ﬁmv REGARDS
uw;a#rnluu.

*1"5- mmﬂ.ul TON

R = v
-
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5. I CONVERSATION WITH THE COUNSELLOR AND THE HEAD OF CHANCERY
3 mmnm‘r ITAL IAHNER WENT QUT ﬂF HIS WAY TO MAKE THE POINT
i THAT HE VOULD BE GLAD TO HEAR AT OUCE FROH US IF VE HAD ANY
MATION THAT ANY OTHER PARTY WAS SERIOUSLY CONSIDERING
SIS A LOWER STARTING CONTRISUTION THAN 10 PER CENT,
LICATION MAS THAT THE DUTCM WOULD THEN RALLY YO IT,
NER AL LSO RAISED THE QUESTION OF WHETHER THE CRISIS,
ES ON THIS ISSUE, SHOULD BE A SIX OR A SEPT, HE
¢?ISSHHIHE THAT IT WOULD PRECIPITATE A CRISIS AMOUG
' QNE OR MORE OF THEM VERC TG PRESS THEIR PARTNERS

' PROPOSALS AS THEY STRAD, AND THAT THIS wOuLD
OUR INTERESTS. THE DUTCH ARE OF COURSE NOM AWARE,
2 A |J 3 OF MR, RIPPON’S MESSAGE TO MR, LUNS,
LD SOOUER RISK SOME DELAY THAT HAVE TO CONFRONT
. CONMON msmuu.
! ] ""-.
'LE?; :IpEHTALL? CLEAR TRAT THE DUTCH MINISTRY OF FOREIeN
_CONTIMUE TO ATTACH CONSIDERABLE IMPORTANCE T0 THE

HAND OVER OUR LEVY RECEIPTS TO THE COMMURITY,
, VE HAVE BEEN ASKED FOR CONFIRMATION OF
'fn‘Tn HUYDECOPER ON THIS POINT AND MAVE REPLIED
P AA 9 OF O'NEILL?S MINUTE OF 19 JANUARY,




LonpoN , 29th January, 1971

L I have the honour of transmitting to you
the enclosed copy of a letter from Herr Willy



PRIME MINISTER'S

FERH O IESSAQGE
Official Transla . '
- $ERIAL No_ T3/,
Republic of Germany Bonn, 27th January 197"

Chancellor

B il

ol 4"

-1 Prime Minister,

88 of West European integration was of course the
; of the talks which my delegation and I had in Pa-
' wesday of this week with President Pompi-

Chaban-Delmas, and members of his govern-

'ﬁhﬂ! again that the French government are
in support of great Britain's accession
mity. I urged that the most important
m ihﬁm be clarified as soon as possible
iations nn m‘l:rr President Pompidou, too, thought
' sible to get through the main stages of
18 ﬁ:ﬂﬁru the autumn. So we should all be active
use of the weeks ahead. In our exchange of
from your government's declared readinus
in ‘the Community's financing system
phase. I suggested in this connexion
‘a bearable contribution to start
Ing up to the full contribdution ang
ty of making a corrective adjust-
M community regulations dy-
three years after the completion
Ma President Pompidon
on to a normal contribution woula
m increase at the eng

9 _tel a final position
- _of the initial contri.
._TH extended trmits.un

L
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2 talks can of course be only one element of the

< for ultimate agreement within the community. I

'hJ‘ihlﬁ during the discussions within the community it

' be possible to approximate the two viewpoints that
188t apart, namely your government's proposal of

_ and the French preference for the suggestion
eavy initial contribution made by the European commis-

'lz_ijggglﬂ find 1t possible to take into account the

8 ',:irilrd in individual member states and in

2 response to your proposal of 17th December 1970

ﬂlrtlinlr be conducive to the preparation of a

> compromise,

s will help to facilitate the decisions which
¥ have to be taken within the Community. We should
Llﬂ:lﬁn in the foreseeable future to pre-—

s as ln option to your government and the

] ‘countries with whom we are negoti-
mlw

.t
1 very soon have an opportunity in

jﬁ detail this and other matters of mutual
i

Bayg .
- Yours sincerely,

R - sgd, Il-ll} Brandt

-



Bonn, den 27. Januar 13971
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r geehrter Herr Prtninrniniatar,

!ﬂl den Gespriichen, die meine Delegation und ich
n beiden vergangenen Tagen in Paris mit Staats-

- prasident Pompidou, Premierminister Chaban-Delmas und
”ﬁiﬁiﬁﬁiﬂﬁlﬂh seiner Regierung gefiihrt haben, stand
qﬁﬂiﬂ:glllll die Fortfilhrung der westeuropéischen Inte-
on im Mittelpunkt.

1 habe mich gefreut, dabei erneut festzustellen, dass
der Beitritt Grossbritamnniens zur Europdischen Gemein-
chaft im Grundsatz von der franzdsischen Regierung wvoll
wird. Ich habe mich nachdriicklich dafiir ausge-
'=“§naa in den Beitrittsverhandlungen sobald als
arheit iiber die wichtigsten Sachprobleme er-
Auch Président Pompidou bezeichmete es nicht
_@f' vor dem Herbst die Hauptetappen der Ver-
hinter uns zu bringen. Die unmittelbar vor
"Q:ﬂ@ghmn sollten deshalb von uns allen aktiv

: stausch gingen wir von der Bereit-
"Ih!ir'knginrung aus, nach eimer Uber-
gemeinschaftliche Pinanzierungssystem

. Ich habe dabei fiir eine tragbare

eln stufenweises Heranfilhren ap die
wobei ich nach Ablauf der fiinf-

; eine Korrektivmbglichkeit fiir drei
,Hf”lil gemeinschaftsinternen

--2._
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> D

0t Pompidou erklirte, dass die Heranfilhrung am dle
IIllltnnl in einer Weise geschehen milsee, dle

pk jen, fir die britische Wirtschaft belasten-
am Ende vermeidet. Er wollte sich andererselts
‘der Anpassung der Anfangsbelastung an ein vernini-
Z.hll noch zu der von mir vorgeschlagenen verlidngerten
”:Liﬂﬁi eit abschliessend Hussern.

-franzbsische Gespréche kinnen bei der Vorbereitung
Tf 1tigen Einigung innerhalb der Gemeinschaft natiir-
‘ein Element sein. Ich mtchte hoffen, dass beil den
shaftlichen Beratungen nunmehr eine Ann#herung
en den beiden am weitesten auseinanderliegenden Stand-
. dem Vorechlag Ihrer Regierung vom 17. Dezember und
gosischen Priiferenz fiir den auf eine hohe Anfangsbe-
tung abzielenden Kommissionsvorschlag erreicht wird. Falls
n moglich ist, die Argumente zu beriicksichtigen, die
and Ihres Vorschlags vom 17. Dezember 1970 in den
en Mitgliedstaaten und in Briissel vorgebracht worden
wiilrde dies sicherlich der Vorbereitung eines realis-
Kom gges forderlich sein.

llung des Stufenplanes iiber die Wirtschafts-
union haben wir eine weitgehende Anniherung der
erreicht, die uns, so hoffe ich, bei den Ent-
vfp{ nntﬂ:liﬂh in der Gemeinschaft gefillt werden,
sollten damit in absehbarer Zeit in der

':'_ erung und den Regierungen der ibrigen
“'giﬂlh;n Verhandlungen iiber den Beitritt
lisse als Option vorzulegen.

e -

::Iggl wir sehr bald Gelegenheit haben
d andere Fragen gemeinsamen Interesseg

lichen Grilesen

© Willy Brendt



Published Papers

ollowing published paper(s) enclosed on this file have been

Sh i

ved and destroyed. Copies may be found elsewhere in the
‘Record Office.

HOUSE CF Commons HANGARD,
—= Jumey (e, CoLtomns (306 - L83
_ EURypeAw ecovone Communt Lo




Community have accepted Hong Kong in principle

e -

anariclary of their generalised prefereince scheme,
alitications set out in paragreph ¢ of this

- -'t.;l._ 1% g

not considered that there is any prospect

o A

the ﬂmumniw off'er, and it is recommended



E&Eﬂ HQEQLELLQ{E H M
RE ()3 Pl -

sions of this paper” ere in paragraph 1c.
I8 Pecomuended that. when Lhe Ciiancellor of wie Lucky
w“ the Caribuesn in February he should
' -' the Caribbean Governments & solution Lo us
alm the lines:-
_ n ahmld asgree with the Commissicn view tnat
miﬂn for C.5.A. imparts cannot be
_,e-:.f- until 1974/75 when the present E.E.C.
ime expires;

. or the C.S.A. members going beywx

pmmission has accepted, nasmely that
2B .- . regime must find a ressausble

5 from the C.S5.A. developing

t,nma countries should be

j that their interests will be

T@'.mm the new regime”
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i Hlus TELEGRAM NUMBER 718 OF 31 DECEMBER AND TO BONN
E HAGUE BRUSSELS LUXEMBOURG CODEL BRUSSELS COPENHAGEN OSLO
" D UKMIS GENEVA,
h ﬁhﬂlﬁ: POSSIBLE FURTHER SUMMIT MEETING.
E 'BEEN A NUMBER OF REPORTS IN RECENT WEEKS THAT THE
«in fr'l' OF HOLDING A FURTHER SUMMIT OF THE SIX DURING 1971 MIGHT
E CON. tmn IF THE COURSE OF NEGOTIATIONS FOR OUR ENTRY SEEMED TO
“F II A DESIRABLE MOVE. OF THESE REPORTS THE ONLY ONE WHICH
CAME GENERAL KNOWLEDGE WAS THAT ARISING OUT OF THE BRANDT/COLOMBO
(S AT h END OF NOVEMBER (ROME TELEGRAM NUMBER 889.)
‘ '.r
IS NOT AN lnEA T0 WHICH WE WISH TO GIVE FURTHER CURRENCY
d 3 OF THE SIX WOULD PRESENT TWO MAJOR DANGERS
J IIT oF HEH OF OUR NEGOTIATIONS: -
E IT HAD BEEN DECIDED TO CALL A SUNMIT OF THE SIX,
s II BRUSSELS WOULD BE BOUND TO STAGNATE PENDING DECISIONS
AT THE EI:IIHIT: o .

':'mn A POSITION FOR THE COMMUNITY TO ADOPT IN
| rm US WHICH WOULD BE TOO RIGID TO CHANGE AND T0O
R US TO AcCEPT, |

RCUMSTANCES IN WHICH WE WOULD FIND A SUMMIT OF
m BUT WE MUST RECOGNISE THAT WE WOULD

EETINGOF THE sIx,
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ER VIEWS WE HELD ON THIS QUESTION, THEY WOULD BE UHLIHEL\
H,L* TO INFLUENCE WHAT THE S1X DECIDE TO DO, AND IT IS NOT
ING ON WHICH WE WANT TO VOLUNTEER VIEWS. IF HOWEVER YOU ARE

1 P Lo |
-T'—l.

ASKED FOR \I’!EHE, YOU SHOULD SAY THAT FOR THE PRESENT WE ARE
;15¢F1 En WITH THE PAGE OF THE NEGOTIATIONS IN BRUSSELS, AND FEEL
-'"’f; HE BEST COUR L. ONCERNED 1S TO CONCENTRATE ON MAINTA

'THE PACE IN BRUSSELS AND CONCLUDING NEGOTIATIONS THERE IN
STANCE BY THE MIDDLE OF THE YEAR. THE NUMBER OF OUTSTANDING 1SS
HPHRTIHGE IS SMALL AND THIS TIME TABLE IS PERFECTLY FEAS|BLE
iggﬁ GOODWILL. IF AT A LATER STAGE, AND CONTRARY TO OUR HOPES AND
ﬁawingTlnns. NEGOTIATIONS IN BRUSSELS WERE TO RUN INTO SERIOUS
TROUBLE THEN A SUMMIT MEETING MIGHT BE DESIRABLE. BUT THIS COULD
\ ;:pg JUDGED AT A MUCH LATER STAGE AND WE WOULD HOPE THAT IT wou
ROVE NECESSARY AT ALL, WERE IT TO BE HELD IT WOULD BE MOST
{T THAT THE ARRANGEMENTS SHOULD BE SUCH AS TO ENABLE US

A FULL PART |N THE DISCUSSIONS: IT_WOULD NOT HELP T0 RESOL
S ARISING IN THE BRUSSELS NEGO
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?uff J'IiTl O PARIS/UKDEL TO EC ROUTINE TO CODEL
: IHHEEELE ! AND SAVING TO LUXEMBGURG.

FHNACELLOR FOR 45 MINUTES THIS MORNING,
: !lEs OF THE INSTRUCTIONS. BRANDT LISTENED
£ THE IMPRESSION THAT HE WAS SYMPATHETIC
UT ECONOMIC GROWTH, HOWEVER HE LEFT MOST OF
EEL. MAIN POINTS MADE BY THE LATTER,
:ff' RS, ARE BELOW. FULL REPORT FOLLOWS BY
{i ‘ ﬂj" iy
mﬂlﬂf FHAT HE WAS GLAD THAT | HAD EMPHASISED
0 ACCEPT FULLY THE COMMUNITY*S SYSTEM OF
‘A TRANSITIONAL PERIOD. THE LENGTH OF THE
JAS & SUBSIDIARY QUESTION, THERE WAS A
HE COMMUNITY THAT WE DID NOT REALLY ACCEFT
“_ Q;n IT WAS THEREFORE VERY IMPORTART
TITURE ON THIS POINT CLEAR BEYOWD DOUST,
' & WERE ATTACHED TO THEIR FINANCIAL
5 TO TRY TO DISCUSS ADAPTATiOMN,

;.? BINDING FORCE COuLD wNOT
ME KOEMNTE VERTRAGLICH NICHT
REATY IVSELF ENJOINED

L . TR
THAT SOLUTIONS SHOULD BF Founp
L *- E J
I. ‘. -'. .

i1
i ‘.-4-'... 5 .
THE TRANSITIONAL
FARS FOLLOwED Dy
*: D DISPUTE ABCUT THi

! AT MAS 15 0SS IbLe
1.& o &
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T0 CALCULATE THE ABSOLUTE HEIGHT OF ANYONE*S CONTRIBUTION ‘
SINCE IT WAS MADE UP, UNDER FIXED RULES, OF LEVIES, CUSTOMS
DUTIES AND PRCPORTION OF VALUE ADDED TAX. BOTH THE ABSOLUTE
AMOUNT AND THE MAKE=UP OF ANY INDIVIDUAL COUNTRY*S CONTRIBUTION
WAS SPECULATIVE. FOR EXAMPLE, IF THE UNITED KINGDON CEASED
ALTOGETHER TO IMPORT FOODSTUFFS FROM OUSIDE THE COMMUNITY,

WE WOULD PAY NO LEVIES. IF WE CEASED ALTOGETHER TO IMPORT

ANYTHING FROM OUTSIDE THE COMMUNITY, WE WOULD PAY NO CUSTOMS
DUTIES. IT WAS REALLY POINTLESS IN THIS SITUATION TO TRY TO
PREDICT ACCURATELY HOW MUCH ANY COUNTRY WOULD BE

CONTRIBUTING UNDER THE FINANCE REGULATION, HOWEVER, IT WAS THOUGHT
IN THE COMMUNITY THAT THE SHARE WHICH WE HAD SUGGESTED,

15PER CENT, WAS NOT POSSIBLE. IT OUGHT TO BE SOMEWHERE BETWEEN

15 PER CENT AND ABOUT 21 PER CENT, WE HAD SUGGESTED GOING

UP IN EQUAL STEPS FROM A START OF ABOUT 3 PER CENT. THIS DID

NOT SEEM THE RIGHT LEVEL EITHER, WE OUGHT TO START AT 12 OR

18 OR EVEN @ PER CENT AND THEN GO UP IN EQUAL STEPS TO A HIGHER
FINAL LEVEL. °

5. THERE WAS A FURTHER POINT. ENLARGEMENT SHOULD NOT LEAD TO

AN ADDITIONAL BURDEN ON THE PRESENT MEMBERS (DER BEITRITT SOLL
WICHT 2U EINER MEHRBELASTUNG DER JETZIGEN MITGLIEDER FUEMREN).
THE UNITED KINGDCM AND THE OTHER CANDIDATES WOULD BE PARTICIPATING
FROM THE START IN COMMUNITY DECISIONS: IT WOULD NOT BE FAIR !

TO EXPECT THE EXISTING MEMBERS TO PAY EXTRA IN ORDER TO ALLOW
THE NEWCOMERS TO DO SO,

6+ | SAID THAT | WOULD LIKE TO MAKE TWO POINTS IN REPLY TO THE
FOREIGN MINISTER'S REMARKS, FIRST, | THOUGHT IT QUITE REASONABLE
THAT THE EXISTING MEMBERS SHOULD WISH TO AVOID INCURRING AN
EXTRA FINANCIAL BURDEN AS A RESULT OF COMMUNITY EXPENDITURE
ON THE NEWCOMER. BUT QUR Own CALCULATIONS, WITH WHICH WE
UNDERSTOOD THE COMMISS|ON AGREED, SMOWED THAT THE CONTRIBUTIONS
OF THE APPLICANT MEMBERS WoULD MORE THAN COVER, FROM YEAR TO
- YEAR, THE DRAWINGS THAT THEY WERE LIKELY TO MAKE FROM THE COMMUNITY

BUDGET. THERE WOULD THUS BE A NET GAIN FROM THE BEGINNING FOR
THE EXISTING MEMBERS. AND |1 one LOOKED ONLY AT THE BRITISM
CONTRIBUTION, WE HAD CALCULATED THAT A SHARE OF 15 PER CENT

; Fiin BY THE UNITED KingDOM wouLp MEAN A REDUCTION BY ABOUT

. ONE-FIFTH IN THE SHARES PA(D BY EACH OF THE EXISTING MEMBERS. /OECONDLY,

.%‘..":EL. -.'. -2
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L, fﬁi‘“-Iﬂ ASK A QUESTION ARISING QUT OF SCHEEL?'S
IBOUT THE TERMS OF THE TREATY OF ROME, HE HAD SAID THAT
i unumEn SOLUTIONS TO BE FOUND FOR UNACCEPTABLE
HE IN MIND ONLY ARTICLE 1¢8 OR SOME OTHER
&mﬂ MAS APPLICADLE ONLY TO EALANCE OF PAYMENTS
ER, THERE MIGHT CONCE|VARLY BE OTHER SITUATIONS
ETH—#H? REASONABLE MAN TO BE UNACCEPTABLE.
¥ NODDING THAT HE ALSO HAD IN MIND OTHER PASS-
TY OF ROME, (WE SHALL FOLLOW THIS UP WITH HIS
,i:;}% STILL UNCLEAR JUST WHAT HE WAS TALKING ABOUT).

d.ﬂ WAS VERY USEFUL TO HAVE HAD THIS TALK
| PARIS. NATURALLY NEITHER THE GERMAN NOR THE
ED TO GIVE GROUND FOR ANY FEELING
{AT THEY WERE REACHING DECISIONS TOGETHER
;; KS. HOWEVER, THERE WAS NO DOUBT THAT
3 PAHIS COULD BE HELPFUL IH REACHING

10U: .g., TRANSFER PROBLEM
D HAVE TO FOLLOW DOMEST|C
E ON THE ECONOMIC GROWTH
VERY FUNDAMENTAL FoR us,
AL FEATURE OF OUR PROPOSAL,
a S A MERE NEGOTIATING
ASC . ﬂ‘ WOULD HAVE BEEN
R 1O WHICH WE KNEW WE SHouLp
. 0 wum. INGLUDED
.:~.rr-: THE FINAKG 1AL
;'Ipm. PERIOD
BEPTED THese
' THE Assurance,

T0 US BOTH FoR
b= =
el _' fg’l

.
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9. SUMMING UP, SCHEEL SAID TO THE CHANCELLOR THAT,AS HE COULD SEg,
MUCH PROGRESS HAD BEEN MADE. THERE WAS THE QUESTION OF ECONOMIC A
MONETARY UNION WHICH THEY WOULD BE DISCUSSING WITH THE FRENCH IN
PARIS, BUT THIS WAS NO PART OF THE NEGOTIATIONS, WHICH HAD

REALLY BEEN REDUCED TO THIS ONE MAIN POINT OF cnnmueiTv F I NANCE,
HE THOUGHT THEY COULD PERFECTLY WELL FINISH BY THE MIDDLE OF

THE YEAR.

18, | SAID THAT WE WERE NOT SURE WE HAD UNDERSTOOD THE REASONS FOR
THE DISQUIET WHICH THE FRENCH EXPRESSED AT INTERVALS ABOUT THE
QUESTION OF STERLING, AND WE SHOULD BE MOST GRATEFUL FOR ANY LIGHT
WHICH THE GERMANS COULD CAST ON THE MOTIVES FOR FRENCH ANXIETY,
SCHEEL SAID THAT THIS WAS CONNECTED WITH ECONOMIC AND MOWETARY
UNION. THEY WOULD TALKS TO THE FRENCH ABOUT IT IN PARIS. THE POINT
WAS THAT THE FRENCH WERE NOT QUITE SURE NOW STERLING, WITH ITS
WORLD-WIDE CONNEXIONS, WOULD FIT INTO THE MORE CLOSELY INTEGRATED
EUROPEAN MONETARY SYSTEM TO WHICH THE PLANS FOR ECOHOMIC AND
MONETARY UNION WOULD LEADE, HE HIMSELF DID NOT THINK THAT THIS
CONSTITUTED SERIOUS DIFFICULTY,

11, BROWN THEHN, AT MY INVITATION, AND WITH REFERENCE TO SCHEEL'S
REMARKS REPORTED IN PARA & ABOVE, SAID THAT SURELY THE FINANCE
REGULATION WOULD IN PRATICE PRECLUDE ANY BUT MINOR VARIATIONS
FROM YEAR TO YEAR IN THE SHARES IN THE «COMMUNITY BUDGET PAID BY THE
PRESENT MEMBERS UNTIL T1 BEGINNING OF 1978. SCHEEL SAID THAT EH
ENTIRELY ACCEPTED THIS. THE POINT HE WISHED TO EMPHASISE WAS
THAT ONCE THE PERIOD OF CORRECTIVES WAS OVER, NEITHER THE
ABSOLUTE FIGURE NOR EVEN THE PERCENTAGE SHARE OF ANY
COUNTRY COULD BE CALCULATED WITH ANY CERTAINTY. THEREFORE
THE DECISION ON THE BRITISH SHARE AT THE END OF THE
 TRANSITIONAL PERIOD WOULD BE A POLITICAL COMPROMISE ALTHOUGH

NO DOUBT THE POLITICIANS WOULD WANT TO HAVE LOTS OF STATISTICS
BEFORE THEY TOOK THEIR DECPSION, | SAID THAT WE HOPED THE COMMURITY
WOULD CONSIDER OUR PROPOSAL VERY CAREFULLY, NO BRITISH GOVERNMENT

WOULD BE PREPARED TO COMMEND TO PARLIAMENT TERMS OF ENTRY WHICH
III!II MANIFESTLY UNFAIR,

W

a]g-ll CONCLUSION THt'EHAnCELLnE SAID THAT SCHEEL AND VON BRAUN
D BE AVAILABLE FOR ANY INFORMATION | MIGHT WANT AFTER

RETURN FROM PARIS. IF, AFTER MIS TALKS WITH POMPIDOU, THERE
mtgil!l!lil SPECIAL WHICH HE WANTED TO TELL THE PRIME MINISTER

/13
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PART ICULARLY LOOKING FORWARD TO THE PRIME
&%ﬂj .ynacu. THERE WERE A NUMBER OF CONTACTS
ISH AND GERMAN POLITICIANS IN PROSPECT. SCHEEL WAS
.ﬂ'*t "THE BEGINNING OF FEBRUARY, ROY JENKINS WAS
i accuun HALF OF FEBRUARY, AND MONNET*S EUROPE
L AGAIN IN BONN ON 23 FEBRUARY. THE THREE
S WERE NOW MEMBERS OF THIS COMMITTEE AND 1T
‘; RITISH PARLIAMENTARIANS SHOULD ATTEND
JINTS OF THE BRITISH CASE TO THE SENIOR
S WHO WOULD BE ATTENDING.

. _.--.-."l.

HANGELLOP AND TOOK MY LEAVE, THE
Ol DID NOT GIVE ME, ANY naandf_T'.un.J
"WOUR TELEGRAM 718 10 PARIS AEOUT A
SUMMIT CONFERENCE. THE LIMITED TIME
DED TO PUT OVER THE HAIN ARGUMENTS
. HOWEVER, | WILL SEE THAT THE

ADE TO THE GERMANS AT SEHIOR
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"F ‘m Externnl ﬁm’.t".ﬁ. -I-‘-.:I--.!L—"Ll“-:l-".' N, ralaed the gueation
'.:hﬂl of British entry to the INC, Il sndd that in trade
MMIMF had developed over the years between Nedtaln

«. 4 araon not aolely booruse Deftain offered proforens s

in the two countries had beocme ecmplorentary,
- ' trade ovor the lant fow yeara, & herd core
| _H and Indla deponded greatly on MNedtain in trade
'T‘:‘ '?-".p.;mun this relationahip after Dedtaln hed
"L'f--_fu 3 the relationship whioh had grown up betwoen
~'-,., Qan eountriea provided a precedent fn that
been oreated, Yo thought that this erorod se
to safopuard Inddan Litereets, Ma vant
q?utninn of the Internationnl
‘ll in partdoular, that theouph bodlas
W' apuntrden would oeme to ooy
onzor ﬂh Bt 4f W tining of whe
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Foreign and Commonwealth Office

Downing Street London SW)

Telephone o1-g30 8440

£ 7 January, 1971
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r of the Duchy thinks that the Prime Minister 2/,
ached minute by Mr. Robinson about French

| ';nogntiatinns for enlargement of the

As you will see, it is rather out of line
Mr. Soames' reporting from Paris, but

*‘I’l: should be taken seriously.

urce of this information, though axtreuely

—
{
=

' py of this letter, with enclosure to
Chancellor of the Exchequer).
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.::.L iRk o

Z'R‘vr-; Mai,

€. C. Tickel)
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on's minute below is important. But the
mmon, though extremely reliable, is
;Ef :
should see Mr Robinson's minute.
ﬂ!‘ 1ine in some respects with Mr Soames's
I suggest that, if Mr Rippon agrees,
0 y of Mr Robinson's minute (he himself
sal) to the Private Secretaries to the
‘the Chancellor of the Exchequer, under




:1=“ty over the wiak-end to anel
'mnlly bitingz the Franch nbout

e wment Franch of 'iecizls
R must o apply the Co nity
i 'Hmre W8 no diserimination i -ﬁmn of

Bt obher Commwnity countrics.Ils 4
thﬂr phiats which were susceptibls oF

Hihar# ¥ae g lass clearly defined T

e ds
-
. Y W e
| = A »
e e i k.
> T
|
4- 2
| B

d b8 thought by

_'J ‘got a good 1, ‘Sain
@pronents tt rvelon
!lll.ﬁhi"nt the ting

fj.

BPORLEI08 — in thy ...,

o



interenting cow ont fron the Gingd

1‘ttf‘lr 'In 1‘-'l 1 u:: F ‘_i, . . T e .y
agced thut lr, 5 a4 4
B Betnidon and Gicoard over their

e nalve of lir.Sommes to neco

. sugpeats he does, th rt of ig

Syiaitors rocently =bout

SBeUnited States. In a long conversntion

1, '-Illl attitudes with the source of i

vord fa8 sald abont U,5. suscontibilities,
*Iprth saoording that my friend told me that

B Eiven to the Juai by the French 2-bnsay hore

et
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h’:.!"_'l‘iﬂlf of UK, domeatic oninion avervikine
N L
":l‘im_nasa or failure of the present

policies in the next few —onths

hmm ten or twenty Consorvative
ﬁhnrn shonld be as many as =i xty
irs which would sive the Government
1ty. But if by mid-suor it

Fﬂ‘- not succeedins +he

ﬂh British would n3 v
Mt’ un to the middles

p ' _ ﬂf on the major iagues,
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if by then it seomed that France was
plties, then the British would play matters
» tish way"; they would do all they could
"friendly Pive" against the French and by
‘*:Eanlr relations between Paris and London wou
ebb than even after the Joammss affair,
:iﬁ;ﬁ BB was personally convinced that things
"‘W the middle of the year, though "you should
] ﬁi anrltten down on the major issues wmtil July,

A gt d not ask what the"obvious reasong” were.
they atem from a wish to avoid the negotiation
mtlally Franco/British. It hes goemed to

gant remark which has been rs

Was kis remark to Mr.fHargrove
$¥ue that basically what wos Lo enine
Fronce/British nogoti: tion, it would be

‘m' becanse if it did not succoasd

it
» (Compare Schumann's remary
_'_"-fh.ﬂ.t_ the negotintion wno not
A = this & bropes businenss
k:va BEENINE to lose by ~Hdvine
3 in

';umgntiatinns in Brussels
If we are \
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