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TO FLASH PARIS TELEGRAM NO, 288 OF 3 MAY.

PERSONAL FOR AMBASSADOR FROM PRIVATE SECRETARY.
YOUR TELEGRAM HO. 494 TO THE PUS,

WE TAKE THE POINT IN YOUR PARAGRAPH 2, BUT AS WE SHALL MENTION

TO YOU ON THE TELEPHONE THE GENERAL VIEW HERE IS THAT YOU SHOULD

GO HO FURTHER THAN SAYING THAT THE SECRETARY OF STATE WANTS TO

FIX NEW DATES FOR SCHUMAHN'S VISIT BEFORE THE SUMMER BREAK. FOR’
'YOUR OWN INFORMATION THE SECOND WEEK IN JUNE IS REASONABLY CLEAR,

DUE TO THE CANCELLATION CF MOBUTU'S VISIT, BUT IT MIGHT NOT BE

WISE TO SUGGEST FIRM DATES SO NEAR THE POMPIDOU/HEATH MEETING JUS®

IN CASE THIS LATTER GOES WRONG, A LATER DATE WOULD BE SAFER AND Al
- PROBABLY MORE USEFUL IF WE CAN FIX ONE. | ;

ﬁ,nm AS WE MENTIONED TO YOU OVER THE WEEKEHD PLANS FOR SCHUMANN’S
av;slT ON 20/21 MAY ARE ALREADY QUITE ADVANCED, FOR YOUR IilFORMATIC
”' HE WERE LAYING ON A BIG DINNER AT TRINITY HOUSE PRECEDED BY A
VIS SIT TO 1 E -HER OF LONDON. INVITATIONS FOR THIS SHOULD HORMALLY
b 'i* ) ._.fa CH f !HFangan& HEEn FOR Ml EARLY Aﬂnnuucﬁusﬂ‘r o
100U/HEAT o :7*1 AR
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{ THIS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAESTY'S GOVERNMENT

m” m iy

Note of a Meeting held at 10 Downing Street, SWl, on
FRIDAY, 30 April 1971 at 11,30 am

PRESENT

The Rt Hon Edward Heath MP

Prime Minister
The Rt Hon Geoffrey Rippon QC MP Sir Denis Greenhill
Chancellor of the Duchy of Forelgn and Commormealth OFf ice
Lancaster
The Hon Sir Con O'Nelll The Rt Hon Christopher Soames
Forelgn and Commormealth Office British Ambassador

Paris
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MR SOAMES said that he had seen M Jobert, Secretary General at the Elysee,

on the previous day. The latter expected to hand over on Tuesday, 4 May,

the French President's proposals for the agendn Tor a mecting with the

Prime Minister, M Jobert had sald that the proposed agenda would not cover
all the outstanding issues in the negotiations: it was not clear whether
only minor issues would be omitted butM Jobert had said that the Prime Minister
could, of course, propose additions iff the French list seomed inadequate.

M Pompidou considered that the best time for the bilateral meeting, assuming
both sides decided on it in the light of the exchanges of proposcd agends,
would be 2021 May in ploce of M Schumann's scheduled visit to London, I it
were decided that the bilateral meeting should not go ahead M Schumann®s

visit would then take place as planned. Unfortunately M Schumann was not
aware of these proposals and it was not clear when he would be told. N Jobert
had added that if the Prime Minister would prefer to postpone the bilateral
mecting uncil early In June he thought that this too could be arranged.

Mr Soames said that; on this basis, he would bring the proposed French agenda
to London on 4 May, with M Jobert's comments on it, and would return to Paris
on 5 May with any UK proposals for additions to the agenda (and our comments
on them),. The aim would then be to reach agreement with the French by the
end of the week beginning 3 May on whether or not the bilateral meeting should
take place on 20/21 May. In his view the bilateral meeting should be held
as soon as posiible and he recommendced that the French proposals on timing
and handling the matter should be accepted.

In discussion there was general agreement that 20/21 Moy would be the best time
for a bilateral meeting and that it should be announced before the Ministerial
meeting In Grussels which began on 10 May. Such prior announcement would
avoid the appearance of having hastily arranged a bilateral meeting in an
atmosphere of crisis arising from the Brussels mecting. While such prior
announcement might reduce the determination of the Five in pressing for progress
at the Brussels meeting, we should make plain to them, as to the French, that

:mmhmmimmmﬂwnmtlwmtprﬂmmmn

,,Mhtuml. meeting: always provided, of course, that progress was
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In further discussion it was suggusted that the Prime Minlstor should open
his meeting with M Pompidou by setting out in some detail his views about
the future of Western Europe In the spheres of economics, politics and defence,
Only after he had demonstrated in this way his full commitment to "Europeandsm®
should he start a discussion of the problems for settlement in the negotiations.

THE FRIME MINISTER, summing up the discussion, said that our Ambassador would
bring to London on Tuesday, 4 May, M Pompidou's proposals for the agenda for
a bilateral meeting and M Jobert's comments upon these proposals: he could
make it clear that he would not wish to exclude from discussion any subject
which M Pompidou wished to discuss, Mearwhile we would consider what items
we would wish to see on the agenda of such a meeting and what should be said
to M Jobert about thom, Our Ambassador would return to Paris with our
proposals and comments on 5 May. In the light of these exchanges both
Governments would have to decide whether a meeting should take place between
M Pompidou and himself on 20/21 May. The aim should be to reach a joint
decision pnd make an anncuncement not later than Saturday, 8 May. Our
Ambassador should clear with the Elysee that the Federal Gersan Chancellor
should be told when he visited London on 5/6 May that the possibility of an
early meeting between the French President and the Prime Minister was being
actively discussed between them,

The Mesting -

L mr,mh, n.‘l‘.thmw.l, of the Prime Minister's summing
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The Prime Minister recently asked whether we had any
information about future Geerman proposals on Communi by
Finance # —— ~ N P RS R L et e A
Patcin Aolliot & setrilud viadus (o, 'II_’-” j’k’gmjﬂi";!ﬂ
Enquiries confirmed that we had no informat)on., But

telegram Codel 297 rom Brussels has chis morning given
detalls

I attach a copy. The gist Is that the Germans propose
7 per cent in the rirst yeapr rising by 5 per cent-a year
to 19 per cent in the firfth year, with the remaining
dirference between 19 per cent and whatever our full
percentage would be under the ressources propre system

split into three equal parts for the sixth, seventh, and
cighth years, b

This is very close to Mr Rippon's first alternative in
his "Final Package" memorandum, of 6 pﬂr cent x 3 per
cent Lo 18 per cent then 1 or 2 per cent a year fTop

three years,  The telegram claims agreement by the

Dutch, Italians and Belglans Lo using the German proposal
A8 @ counter Lo any French proposal put forward on 10 May,

o
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In the attached paper the Chancellor of the Duchy of
Lancaster asks for the following negotiating discretion
on the main items for his next meetingswith the S5iX on
11/12 May:-

Community Finance

To indicate readiness to consider, as a basis for
negotiation, any propcsal the Community might put forward
pointing to a gradual building up of our contribution over
the first five years from a starting point below 10% to a
figure of around 20% in the fifth year; and to give an
appmpri&t.aly more encouraging response if the Community
were to offer anything better than this.

_ m& to a pu'in:t. nearer where the Five
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Agr ural Transiticn

To avoid reaching & eanclusion on transitional arrange-
ments for agriculture, and consequently on the question of
Community preference in agriculture, unless and until it

is possible 1o agree con one of owr other main negotiating
objectives in parallel.
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| - FINANCE MEHISTERS 1N HAMBURG: 7r /27 AvRIL.

m A TME STRICTEST COMFIDENCE AM ACCOUNT oF
" 'mm AETER DINMER ON 27 APRIL N MITLLES
AEER THE SUBJECT OF PREST LEaKS CUNCESLN
: {“ﬂt. TH:E PEETING, ~HICH &5 MHELD
2 (GERMANY) AND BARKE (COHHISSION)
!ﬂlls'f':‘!s. FIVE CEuYmAL
/ mmt AND HaFEmmr i



AINFLATICN WAS LARSELY JMFORTCD, WE THENW MENTI
THECRETICAL WAYS OF MAYDLING THIS INFLATION ON THE INTERNA
LEVEL?:

(1) THE COMMUNITY COUNTRIES SHOULD PE-VALUE AGAINST THE DOLLAR
IN OKE UNIT,

(11) THE CUMMUKITY CUUNTRIES SHOULD FLUAT Ui ARDS AGAINST TH
DOLLAR AS OME UNHIT,! £ o
f111) THE DOLLAR SHUOULD BE DEVALUED AGAINST GOLE.

ME DID NUT EX#RESS ANV PREFERENCE AMONG THESE THREE EUT HE DID
NOT REFER TO THE POSSIBILITY OF INDIVIDUAL COMMUNITY CURRENCIES
REVALUING AGAINST THE DOLLAR.

&, GISCARD DPESTAING WAS THE FIRST TO COMMENT i THIS STATE-ENT
AND STROHGLY OPPCSED EITHER SOLUTIONS (1) OR (11) JLCVE,

FRANCE WAULD #REFER TO COMTINUE WITH INFLATION RaTi”e THany T
DAMAGE 1TS COMPETITIVE FOSITION IN ORDER TU SEEX YO CETALH AN
ARTIFICIALLY MATHEFATICAL BALA CE FOR THE AMERICAN BALANCE GF

D AYMENTS, THE CURRERT LARGE AMERICAN DEFICIT L AS DUE TC LACK

OF IWTERNAL ECOMOMIC DISCIPLINE 1N THE UNITED STATES, ACCENTUAT
BY THE PRUSPECT OF THE 1972 PRESIDENTIAL ELCTION, Wi:T THE
AMERICANS “ERE MNCW I)"I.‘.il'll"‘1 48 TO MAINTAIN THE NOTICHAL VALUE

GF THEIR CURRENCY “HILE MLLOWINC 1TS REAL VALUE TC DE#RECIATE
AND HE MENTIONED AS A FERSONAL ESTIMATE THAT THE DOLLAR wiS HIW
15¢ QVERVALUED, ME THEN MADE A REFERENCE TO THE THEGRETICIL
FOSSIEALITY OF DEVALUATION OF THE DOLLAR AGAINST GOLD, IT

COULD BE THAT AT SOME TIME IN THE FUTURE THE COPrukITY ¢ LD
HAYE TO GO TO THE AMERICANSG AND ASKX THEM TO DO THIS. &UT THIS
WOULD BE A ﬂuul POLITICAL DECISION WHICH THE COMNUNITY SHOULD
-aytr*!iut;uttu A FuLL KNGYLEDGE OF THE CONSEGUENCES 1T “0ULD

ITALY) THEN BOTH STATED
MUNITY CURRENCIES Tu FLﬂAT

90, ﬁ D THEY BOTH E( REGSEY
3 _ANY. SUGGESTION OF A RISE IN_THE




/ 1. DARGE THEN CAME OUT STRONGLY AGAINST 1DELA OF THi T

'..ltuf Eifibh FLOACTING UPwaARDS AGATNST THE DCLLAR, . 1T QULD #OY
JUST HE A GUESTION COF MOVING T.0 UR THPEC ¢ E* CENT, THE aMER)CANS
i LY ¥ A | L ] - - .
OULD SIM=LY SIT LZaCK AND CONTINUE wITH THEIR + RESENT ECUNOM IL
POLICIES AND “QULD ALLOY THE CO'MUMITY CURRENCIES TO TLOAT U
INTO A MAJOR REVALUATIUN. BARTE ALSD SAID THAT THE COMMUNITY

HAD BEEN MISLED IN GIVING THEIR AGREEMENT TO THE SPECIAL DRaA-«ING
RIGHTS SYSTEM AT STUCKHOLM BY PROMISES FRGM THE AMERICANS THAT
THEY WOULD DO SOMETHING TO REDUCE THEIR BLALANCE GF PAYMENTS
“EFICIT, THIS PROMIGE HAD NEVER BEEN FULFILLED.

B. BARRE THEN PROPOSED A NUMBER OF PRACTICAL SUGGESTIONS

FoR FUTURE ACTION: -
(1) THE CENTRAL BANK GOVERNORS SHIOULD CONTINUE THE wORK ALKEADRY
UNDERTAKEN IN EXAMINING “AYS OF HANDLING THE EURC-DOLLAR MASKET.
(i1) THE COMMUNITY SHCULD BE EXTREMELY CIRCUMSPECT ARQUT CREATING
FURTHER SPECIAL DRAWING RIGHTS, THEY SHOULD GIVE CONSIDERATICH

TO THE POSSIBILITY MENTIOHED BY THE ITALIANS AT THE TIVME CF

THE STOCKHOLM DECISION GN SFECIAL DRAWING RIGHTS THAT

THESE DRAWING RIGHTS SHOULD BE USED TO REFLACE DOLLARS 1IN

RESERVE HOLDINCS RATHER THAN USED IN ADDITION TO DCLLARS,

(111) CONSIDERATION SHOULD ALSO HE GIVEN TO WAYS IN VHICH THE

IMF COULD BE USED TO LIMIT THE INCREASE OF DOLLARS IN WOPRLD

RESERVES,
9. ALTHOUGH nu CONCLUSIDNS OR DEcislan WERE REACHED IN THIS
II !Ilﬂ! E LJ... ~EEH T0 HlﬂE HEEH SOME GENERAL FEELING

lun "UT_FORLARD BY BARRE SHOULD BE
e
STERS AGREED THAT IT wQuLE USEFUL
MAL MEETING AFTER THE COUNCIL MEETING
[TEND Ht.lﬂ JOURG IN JUNE TO DEAL
LG - H t MUNITY,
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TO IMMEDIATE FCO TELNO CODEL £57 OF 29 APRIL INFU IMMEDIATE BONN
INFO PRICRITY THE HAGUE LUXEMEOURG PARIS ROME |NFO SAVING
BRUSSELS.

ENLARGEMENT = COMMUNITY FINAKCING

THE MIMISTER FOR THE ENLARCEMENT NECOTIATIONS IN THE METHERLANDS
PERMAMENT REPRESENTATION CALLED ON ME THIS AFTERNOON TC TELL ME

OF A DRAFT PROPOSAL WHICH THE GERMANS HAD IT IN MIND TO MAKE.

2. THE PROPCSAL WAS THAT g-

(A} WE SHOULD FROM THE OUTSET PAY ALL (THAT IS TC SAY 92 PER

CENT GF) CuR LEVIES.

(8) WE SHCULD PAY CUSTOMS DUTIES SUBJECT TO A (UNDERLINE NEXT

THREE WORDS) MONTANT DE REFERENCE WHICH WOULD BRING GUR CunTRIBUTION

UP TO A TCTAL IN THE FIRST YEAR OF 37 1/2 PER CEXT OF OUR TOTAL
LEVIES PLUS CUSTOMS DUTHIES, THIS (UNDERLINE WEXT THREE wWORDS)

MONTANT DE REFERENCE TO RISE 5Y 12 1/2 PER CENT PER ANMUM. THIS
WAS LASED CLOSELY OH WHAT THE COMMUNITY WERE AT PRESEXT DCING

_ nmm. ar m\a m EARLIER MOGTED BY WELLENSTEIN - SEE

o .,..-.E.ﬁ%-—; | P,
OUR CONTRIBUTION FROM (A) AND (8)
7 PER .ef.wr oF 'nm wtn'

......
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4, MUIBREGTSE SAID THAT THE GERMANDS HAD CONSULTED THE DUTCH, '
ITALLAH AND BELGIAN DELEGATIONS AND SAID THAT ALL THREE OF THEHM
AGREED ON THE SUBSTANCE OF THE DRAFT PROPOSAL OUTLINED ABOVE. THE
GERMANDS HAD 1T IN MIND TO DISCUSS COMMUNITY FINAKCE WITH
BRUNET WHEN HE VISITS BONN ON 33 APRIL: BUT IT WAS NOT CLEAR
TO HUIEREGTSE TC WHAT EXTENT THE GERMANDS WERE INTENDING TO
DISCLOSE THE DETAIL CF THEIR DRAFT PROFOSAL OR MERELY SOME GEMERAL
OUTLINE OF IT,
5. hUIBREGTSE SAID THAT THE GERMANDS HAD SEEW CONSIDERING wHEN
THIS PROPOSAL SHOULD BE FORMALLY TABLED. THE AUTHORITIES IN BONN
KAD WANTED TO TABLE IT IMMEDIATELY: BUT THE STROMG VIEW OF THE
GERMAN PERMANENT REPRESENTATION (WHICH THE DUTCH, ITALIAN AHD
BELGIAN PERMAMENT REPRESENTATIONG SHARED) WAS THAT IT SHOULD
BE TAELED IN THE COUNCIL ON 10 MAY AFTER THE FRENCH HAD COME
FORVARD WITH WHATEVER PROPUSALS THEY INTEMNDED TC MAKE.
€. HUIEBREGTSE DID NOT KNOW WHETHER THE LUXENBOURGERS HAD BEEN
CONSULTED. BUT HE SAID THAT THE DUTCH, GERMAN, ITALIAN AND
BELGIAN PERMANENT REPRESENTATIONS VERE AGREED THAT THEY MUST
HAVE A COMMOM POSITION IN FACE CF THE FRENCH AT THE COUNCIL ON

| T THE PROPOSALS CUTLINED ASOVE CORMENDED i (f
-THERSEL?EE TO ALL THE FOUR DELEGATIONS. -

¥ 5
,’bﬂﬁﬁs TO SIR C OPNEILL ROBINGON TICKELL AND STATHAM FCO,
- BR *,,;*_,,_,ﬂ F.,‘_;.j msﬁm |

L [ 4
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| think you will be interested to see the
attached copies uf two records by John Galsworthy,
the Minister for European Lconomic Affairs at the
Embassy in Paris, about conversations he has recently
had with Jean-René Bernard from the Elysée and
Philippe Cuvillier in the Cabinet of Maurice Schumann.

In forwarding them to us Galsworthy said that
we would notice the difference of emphasis and
approach between the Llysee and the Uuai; the former
warmer and more self-assured; the latter harder and
more defensive. The record of the talk with Bernard
(and hence the grading of this letter) is secret
because it deals at some length with the question
of a meeting between the Prime Minister and President
Pompidou. We have despatched other copies of these
records to the Cabinet Office and the members of the

| negotiating team, excising the relevant passage in
RO ~ the record with Bernard (and also the passage on
- New Zealand which refers to it).




EV )4 SECRET
' NOTE FOR RECORD

CONVERSATICON ITH M. JEAN-RENE BEZRNARD OF THE ELYSEE
ON 19 APRIL 1971

UK - IEC NEGOTTATIONS

1. M. Bernard bE%an by saying that one of the most .
important things that had happened since we last met
was the presentation of our budget, which he described
a8 one hundred per cent European. He said he was not
referring simply to the declision on Value Added Tax,
important though that was, but to the whole concept
underlying the budget. In his view it was in striking
contrast with the philosophy of the Labour Party, which
he regarded as profoundly un-European.

STERLING

2. I said T was glad to hear this - but what a pity
1t was that, on tiie very day wlen this budget had been
presented, the French should have made whai seemed a
pretty tough statement about sterling in the EZC Council
of Ministers, in ths course of wuich tuey had tried to
- brush aside the distinction between negotiation and
. discussion. M. Bernard replied that he had always
. Tregarded tile discussion/negotiation argument as Byzantine
. and did not think that there was really anything unpalat-
- able to us in Giscard's statement. I said that for us
tlie word negotiation implied tliat concrete solutions had
- to be reached to the problems evoked, which was
- manifestly impossible within the time span or the frame-
- work of eutry negotiations,
!‘ o - E 4
|

-M3J ﬂ,_ M;fﬁarpard insisted that, so far as the balancéa
and reserve rols were concerned, tiiere was no such -
ihtﬁﬁtﬁﬁh;gn-the French side: what thiey were looking

clear declaration of intent. ‘Their own ideas ;

lng but cut and dried, he said: the Freuch |
whatever to make sterling a stumbling block

Lo cause us embarrassment. At tlhie same

Ly
-

3 ,.11213' not prepared, as he put it, to

I had. heard no particular

tﬁnqg;ft,tqﬁcEr;nnh.guaaticna.
b o . '3_!; ”;B_ 11 :-'r ha b_ﬁﬂu :
not been pa -ﬁ%EEiv“ﬂﬂliﬁgﬁﬂk

g9:7 < |
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M. Bernard replied that they knew that it had been
handled very clumsily and much regretted that fact.
This was the first time for months that M. Boegner had
received instructions with some guts in them and he had
had & field day. He admitted that they could well have
5 warned us in advance on a private basis, but said taey
;i thougnt the Ambassador was away at the time. (He was
not and this was obviously a lame excuse..

9. I then asked M. Bernard if he had seen that day's

headline in the Financial Times: '"French may delay
£ pact's renewal". He sald that he had not but that
there was no truth whatever in the allegation. surely
I must know that the renewal was already in the bag and
that tie French could not stop:it, even if they wislued,
because it was hizhly doubtful whether they could carry
their partusrs with them? In any case they had no such
desire. I said that was a good thing, because any
intervention which might have the effect of weakening
the stability of our balance of payments during thes

L crucial time between now and when we entered the

~  Community and had to bear the brunt of the initial impact

~ would be interpreted by us in one way only. M. Bernard

~  reminded me of the ZEC resolution of 1964 which recuired

. Member States to consult together in matters of that
. sort, but emphatically denied that they had any wish to
- frustrate tile renewal of the Basle Agreement. I said
- that tue impression one got from certain parts of ke
~  Qual d'Orsay was less reassuring. His ansver was that |
~ the Quai Knew nothing about munatar{ questions and would
3 definitely not have responsibility for them. -
erre-Brossolette and himself were the officials
3d in bhis matter.

EZN THE PRIME MINISTER AND THE PRESIDENT

onversation then turned to the possibility
At the tnr. M. Bernard asking me wuat I E
3 the right timing. I said it seemed to
of May or beginn of June might prove
but that for tuls to happen it was !
|

|
+

e e e

» =. 0EO

i e
N 3
i,

shot forward movement on the

m’f;hégé-ﬁgg%g:ﬂ
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7. M. Bernard said that he recogulsed this, but
thought that there would in fact be sufficlient progress,
at least in some fields, on May 11 to create tlie right
atmosphera, The French would be bringing forward
prooosals on our financial contribution which he thouzht
we would find reasoneble. But 1t was not to be expected
that actual solutions to the major problems would be
reached on May 11, except perhaps in respect of .
Communi ty oreference: could we not meet the Community's
wishes tunere? I sald I was doubtful and that in auy
case, 1f tiey were to meet and the meeting to be frult-

ful, the Prime Minister and President must have room
for manoeuvre.

8. M. Bernard very much agreed. He said such a
m2ebing clearl : take place - bthat was what tne

ve were telling the French. 1ere were cervain
dITTIculties about tiie end of May, though he did not
Sugzsst that they were insurmountable. But what was
absolutely crucial, he said, was that it sihould Be = and
e SEEN_T0 De - a SuccesSs Ior Bacl Daruy. e Frencn
'e continually exchanging views at summit level with
one or obther of their partners, but most of it was waffle
k3 ""cafe de commerce" stutf. The Prime Minister angd
President could not just exchange zane es: the
, ¥ | ] z dowll Lo Dbrass itacks. Woreover, eac
_ ar_gllerwards about wiha = U’ L
Bt = DEell agreed: there must De no risk of anouler
| RammoT 3 11iS meant tus 1€ mee g would hava to
| Og Drepared W : oG JUETL Drooabdly Tio
| LHTOUEN Uhe _normad 3 ;? iﬂ quna 2 h t Es
~1lh a delicate nosition vis-a-vis the Quai). oped the
jFrime Minister would not wish to coma with g bf
2991 3 8Id 8 plle of briefs 118 was not what was
way tie meeting vas handled, he said,

ﬁﬁﬁhéﬁgurtant. ~ We should not forget that the
'S Knowledge of the British was scant.

Bernard then asked what elss would be
- 8uch a meeting besides ti.e main issues
Jie 1o It was -

shtla lons. as_lmportaut
d not be confined to~vtnose alona. br . |

=i} L] ._ g- ; - ." :]’I‘i—:ﬂ?': ; .- “ !
an ecosomic issue. He wo
(= ar's views o

: [ Was essentlial
would tuararoréy
- Minls 01 200 CE




sgeakiné alrica once we were members of an enlarged
ommuni ty. € question of lanzusge in the Community
itsell was also of Goep concern to the President Lhnougn

M. Bernard added that the French really nad no idea uhat
they could ask of us in this resnect. The President

would also probably want to raise ths question of

1l aroa

relati 12 neutrals and inity.
SwitZerland was of partlcular concern vo the Freuch.
In reply to a question I said that, whilst we vary much
hoped tiiat suitable arrangements would be made for all
members of EFTA in tine to avoid any risk of trade
barriers being re-erected, it was certainly not our
position that if all did not move toget.er, none should
move alone. I asked where the French sood on this:
would they - if it came to the crunch - make the admiss-
ion of the candidates dependent upon a settlement with
the neutrals? M. Bernard said no.

NEW ZEALAND

10. 1 said I was concerned lest the French mizht not
yet have fully grasped the intensity of feeling in -
London on this issue. It was a political and

?sychnlngieal matter of high voltage. M. Bernard said

t would be esseutial for the Prime Minister to zet—trmis
mgmnmmmémr _
poIitical alfTiculty put to him clearly and framkly.
fBut'hnwwmangayears were we thinking oft I said it

was fubtils to think in terms of a fixed number of years: .
- who could possibly say how the world markst for dairy

8 Would evolve and taherefore how soon lew

1d either find alternative outlets or

_What had to be found was a formula which * |

'm to Community theology but wiicu would be |
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12. . M, Bernard said that thsy had no such 1ntentiun.
For once the French delegation hud got badly rattled and
lost 1ts sang-froid. They were thorouguly irritated by
the way tne Dutch and Germans, who had been as hard as
nails towards the French Africau associates, at once went
soft whenever Commonvealth clients were mentioned. but
he insisted that this was not a wrecking tactic on the
French part and felt sure we could reach agreement. The
French suggestion for puaranteed access was too low and
OuUrs—too_high: perhiaps we could mgel Somewhere abou

haltl way, run dowi vo S 1ipgure by 19380, and divide

theé aZreed tonnace out betweer Commonyealtlli procucers

accoraing to thelr degree of need. Guaranteed access
for Uie agreed amoumnt would, of course, continue
indafinitaly after 1980. .

TIMETABLE

R 135, M. Bernard was duubtful whetuer 1t would he
dﬂsirable.tn tr Nna

1 said I thuuﬁht
: ghted if that happened.
- He replied that he was nnt 80 sure, at least as far as
i1 ¢ tue Italians were concerned. They were very seusitive.
v case 1t was important that the eulargement
o nagp ~at1ans should not be regarded as an exclusively
h ench confrontation. I said that, whatever

t was essential that we shuuld be over the

o ﬁhﬁﬂ summar hnlidaya.
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NOTE FOR.THE RECORD

QONVERSATION WITH M. CUVILLIER OF THE QUAI D'ORSAY ON
20 APRIL 1971

UK = EEC NEGCTIATIONS

. I began by saying that'I very much hoped that we
could count on movement and progress being achieved at
biie meeting on May 1l1: there really must not be a
repetition of March. M. Cuvillier replied that he was
confident that matters would advance in May and added
that they had sincerely appreciated the restraint we had
shiown over tlie disappointing outcome of the Marclii meeting

2 I asked why the French had behaved as they had,
blocking and stone-walling week after week. He said it
was the reaction to our 3% proposal, whicli he thought
nad been a profound tactical error on our part. what
. particularly angered the French was that every one of
. the Five had felt that our offer was quite unacceptable,
¥ but not one of tiiem had been prepared to let this be .
- . 3ald officially to Mr. Rippon on 2 February on the -
- grounds that it would make too many difficulties for him
- al home. 'I'he French had therefore sulked. They had
- not been pr pared to come forward and say in detail wuy
- biiey rejected 3% (e.g. because 1t would not even cover
) levies) because they felt that the debate would then
~ immediately hsve crystallised around whatever figure the
- Commission might have ziven as their estimate of our . |
< :Eé?gﬁiy;qn; evies. Howevsr,. the discussion would now

1ce |

§ and the French sould certainly contribute to it.
N 11

Gl FE
1 1R . | .
S 1llier denled that there was any intention

introduce inuto the rramawark.u?ynur

ons which were extraneous to thern.
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ground again, emphasising that there was room both for g
New dealand and the Community in our market - unless, of
course, the Frenchh vere thinking of re-stimulating their
own dairy production, which he deuied. He did not rule
out tha possibility of a formula rather than a fixed
number of years, but insisted that any arrangement Lust
be clearly degressive as otherwise New Zealand would do
nothing to solve her own problems.

STERLING

0. M. Cuvillier was distinetly defensive on this
L3sue, especlally about the way M, Boegner's statement
of 18 May had been made. He said that they had takan

©  evary possible precaution to avoid a lezk by restricting
partic Fanbs to two per Member State and by nolding the
discussion in a different place (the Commission) from
wliere the Permanent Represeatatives usually met.

MESETING BETWEEN THE PRIME MINISTZR AND M. POMPIDOU

B 6. M. Cuvillier was clearly trying to draw me out
A 'on this, I did not oblige beyond saying that I supposed
~ 1t might happen at some time or other. M. Cuvillier |
~ then sald he agreed, but that it could only be tha a
- Crowning of an agreement and not T OTEINGS 10 OLE He
TamITaed me at M. oC poing o LonddT
ONl NaAY 2U°E 31z I : Lat LS vis
ahiould be ne : 3 1.8 a1 [ T i
- 0 & VIsSlt DY UNe Prin ] eI’ [0 18 Freside
- 84ld wel w8 would have nlentv o me o0 LalkK about i
these things in the woeks ahead but reminded him of the
mber of occasions in tﬁawfaat wien we had tried to
: - real dlalozue with the French only to be tela
a3 a negotiation with the Six &s a whole.

*:TLT.ﬁrinﬁkde-a about the state of
ain | :::t of the :
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evidence that the French had not got a tihird trick up
their sleeves. He sald he realised this. I then |
asked what difference it would anyway make to the French
abtbitude If public opinion polls were in fuct showing &
steady majority in favour? His reply was that this
would help to allay some of ths residual suspiclons
wuich were quite widely held in France, about the real
depth of our conversion to Europe. He added that it
was Mr. Wilson who in 1967 had put forward the
application which the French had been severely
criticisad for blocking and yet look wiere hzs stood now
on the Europsan issue. It was little wonder that some
sectors of French opinion persisted in their doubts.

8. In conclusion M. Cuvillier said that he thou:ht
the debate between M. Couve de Murville and Mr. Jenkins
had been disastrous and had done a good deal of damage
on both sides of tiie Channel. . He said lie had seen this !

;pnmin§.frnm the moment when Couve was chosen: and the
- selection of Mr. Body nad been an unbelievable gift to
those here who opposed Britisi membership. Se iz
& ARt AR ¢ g : L
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FLASH SECRET L coPY HO..e
CYPHER CAT A

FM PARIS £912102
DEDIP SECRET
T0 FLASH FCO TELEGRAM NO 478 OF £9 APRIL 1971

MY TELEGRAM NO \ﬁjAF 27 APRIL.

| SAV JOBERT AGAIN TODAY, WE HAD SEEN THE PRESIDENT VWHO
HAD AGREED IN ERGAD OUTLINE THE PLAN AS PUT BY JOBERT TO ¥E.
HE HOPED TO LET ME HAVE THE RELEVANT PAPER ON TUESDAY & MAY
SO THAT | CAN BRING IT TOLONDON WITH ME WHENW I COME ,
AS ARRANGED, THAT AFTERNOON,
a
9. JOBERT ALSO GAVE ME SOME USEFUL BACKROUND IMFORMATION
WHICH IT MIGHT BE EASIEST TO DISCUSS WHEN | COME TO LONDON
TOMORROW. ARMSTRONG AT NO 10 TELLS ME THAT THE PRIME MIHISTER
¥OULD FIND THREE 0’CLOCK CONVENIENT: SO YOU MAY WISH TO CONSIDER
. ARRANGIHG THAT YOU AWD YOURS BE PRESENT AT THAT TIME

%

: ".,1 a2




22 April, 197

The timing of Mp ppon's statement about
the May Hinint.winl iluutlmn:n Brussels, about
which you wrote to T vies on 28 April,
was discussed h:-:laﬂ,;r in Cabinet this ming.
It was that, lnﬂ.noft.haE.F.TA.
dinister Hesting Rw{'_jl:vlk on 13
Mr, Rippm 3 atatmm House should’ be

on Monday,
I an send copies of this letter to
F Lord Pmidagt'n Office), Creen (Chief
ce), Nopbury (Cabinet Office), am
tlani here.

Curk




Foreign and Commonwealth Office

London S.W.1

28 April 1971

P L P Davies Esg

Lord President's Office
68 Whitehall

London SW1

MINISTERIAL STATEMENTS

I am writing to let you know that Mr. Rippon will

wish to make a statement in the House about the
meeting with the EEC Council of Ministers in Brussels
on 1lth and 12th May. The most appropriate date for
the statement would seem to be Monday 17th of May and

I should be grateful for the Lord President's agreement

~ to this. .
am copying this letter to Christopher Rnbert?,tn

e 1 am. o
. Geoffrey Green and to Miss Whiting in the Chie
g ilﬁf?% Secretary's Office. _
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Fi4 PARIS 2719352
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TO IMMEDIATE F C 0 TELWKO 459 QF 27 APRIL, 'u/ﬁ'- @('\?“
. 4

YOUR TELEGRAM NO 272,
1. | SPOKE TO JOBERT THIS MORNING.ON THE LINES CF YQUR TELr_ R AM
UNDER REFERENCE, WE THEN DISCUSSED IT POINT BY POINT,

9, JOBERT BEGAN BY SAYING THAT PGCMPIDOU WAS WONDERING WHETHER THERE

Hal BEEN ANY CHANGE IN THE PRIME MINISTER?S VIEWS ON TIMIKNG SINCE

JOBERT AND | HAD LAST TALKED., THE GENERAL IMPRESSION HE HAD GOT

FROM THE BRITISH PRESS LED HIM TO WONDER WHETHER WE WERE BEGINNING

TO HAVE SECOND THOUGHTS AND MIGHT WANT TO PLAY |IT LONGER THLi HE

HAD GATHERED FROM OUR LAST TALK. HE HAD ALSO NOTICED MR. RIPPON’S

REMARXS IN THE HOUSE ON 26 APRIL TO THE EFFECT THAT IT WAS BETTER

TO QUOTE GET IT RIGHT SLOWLY RATHER THAN WRONG QUICKLY UNQUOTE. |

REPLIED THAT HE COULD BE ASSURED THAT MOTHING HAD CHANGED AT ALL IN

THE ATTITUDE OF THE PRIME #INISTER AND HIS CCLLEAGUES. YOU REMAINED

FIRMLY OF THE VIEW THAT THE BACK OF THE NEGOTIATIONS COULD AND

: SHOULD BE BROKEN BEFORE THE SUMMER HOLIDAYS. MNEVERTHELESS JOBERT
REPEATED H1S5 QUESTION TWICE MORE IN THE COURSE OF OQUR TALK AND 1T
WAS EVIDEMT THAT THE PRES|DENT WAS CONCERNED TO BE REASSURED THAT
QUR DESIRE TO GET A SOLUTION BY JULY STILL PERTAINED. | THEREFORE
'REPEATED THE UNEQUIVOCAL ASSURANCE THAT NOTHING HAD CHANGED AND

W“mﬁ TIMETASLE WE HAD IN MIND WAS EXACTLY AS WE HAD SET OUT,

THAT THE PRIME MINISTER HOPED THAT HIS MEETING WITH v,

U AT THE END OF MAY OR EARLY JUNE WOULD ENABLE AGREEMENT ON

S UNDER NEGOTIATION TO BE REAGHED IN THE JUNE MINISTERIAL

Hﬂ‘ 'l;p;ﬁ haﬁtﬂtm Hin
Homm STHUMANY To
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4., WE THER TALKED ABOUT THE MAY MINISTERIAL MEETING
THE LIGHT OF YOUR VIEWS AS IN PARAGRAPH 4 OF YOUR [ELEGHAM UNDER
REFERENCE. | RUB3ED IN HARD THE I4PORTANCE YOU ATTACH TO MANIFEST
PROGRESS, JOJERT PROFESSED TO ACCEPT THIS, ON AGRICULTURAL
FINANCE, HE THOUGHT THE FRENCH wUuLD TALK IN TERMS OF PRINCIPLES,
| SAID THIS MIGHT BE ALRIGHT: BUT IT WAS |MPORTANT THAT POSSIBLE
EXTRAPOLATION FROM THESE FHIECIPLEE SHOULD NOT BE SUCH AS TO IMPLY
AN EXCESSIVE BURDEN ON NS, HE SAID THAT HE THOUGHT THE FRENCH WOULD
PRESENT THEIR CASE IN A WAY THAT wOULD NOT EMBARRASS HMG, | WENT ON
TO SAY THAT THIS WAS NOT THE ONLY ISSUEs THERE WERE OTHER THIRGS ON
THE TABLE AT BRUSSELS = SUCH AS SUGAR, NEW ZEALAND BUTTER AND
COMMUNITY PREFERENCE. IT WAS OF GREAT IMPORTANCE THAT THERE SHOULD
BE SOME MOVEMENT ACROSS THE BOARD. | TOLD JOBERT THAT | WOULD BE
TALKING WITH M, SCHUMANN ABOUT ALL THI3 ON THURSDAY. | HOPED IT
WOULD BE MADE CLEAR TO HIM THAT M. POMPIDOU WANTED THE ATMOSPHERE
IH THE MAY MINISTERIAL MEETING TO BE GOOD.

.-

IN BRUSSELS IN

5. REVERTING TO THE MEETING BETWEEN THE PRIME MINISTER AND M,
POMPIDOU, JOBERT SAID HE HAD BEEN THINKING A LOT ABOUT PREPARATIONS
FOR THIS, HE AND BERNARD (POMPIDCU’S EEC EXPERT) WOULD BE HAVING A
WORKING LUNCH WITH THE PRESIDENT ON 3 MAY WHEN THEY WOULD PUT BEFORE
HIM A CATALOGUE OF POINTS WHICH THEY THCUGHT M, POMPIDOU SHOULD
DISCUSS WITH MR, HEATH. THEY WOULD ALSO PRODUCE AN AlDE-MEYQIRE
ABOUT EACH POINT. (JOBERT WAS AT PAINS TO IMPRESS UPON ME THAT THIS
EXERCISE WAS BEING STRICTLY CONFINED TO THE ELYSEE). HIS IDEA WAS
THAT, IF POMPIDOU GAVE HIS APPROVAL, HE (JOBERT) SHOULD THEHW (HOPE-
FULLY BY THE END OF NEXT WEEK) GIVE THESE T4O DOCUMENTS TO ME, HE

_ HOPED | WOULD TAKE THEM BACK TO THE PRIME MINISTER &ND SEEX HIS
THGUGHTS AND COMMENTS ON THEM. AS HE SAW IT IT WAS OF THE HIGHEST
IMPORTANCE THAT BOTH MEN SHOULD BE AGREED ON THE TOPICS THEY WERE TO
DISCUSS ARD n&;aﬂaﬁ&_nf THE SORT OF AREA IN WHICH THEY WOULD SEEK

-;h_gn THER HAVE A FURTHER EXCHANGE: OR
THE PRESIDENT HIMSELF MIGHT WISH TO TALK TO

e L]
= . ¥

CHANGE OF hsammm THERAANE. o
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T. WE THEN DISCUSSED THE _TIMING OF AN ANNOUNCEMENT AND JOBERT
SUGGESTED THERE WERE TWO POSSIBILITIES: I T COULD BE NADE IMMEDIATELY
PRIOR TO THE MAY MINISTERIAL MEETING: IN MIS VIEW THIS WOULD ERCOU-
RAGE OPTIMISM AND HELP TO GIVE A GOOD ATMOSPHERE TC THE MEETING.

THE ALTERMATIVE WAS TO MAKE THE ANNOUNCEMENT IMMEDIATELY AFTER THE

: MAY MINISTERIAL MEETING,

8. | COMMENTED THAT THIS WAS NOT AN EASY JUDGMENT 7O MAKE., WE HAD
ALSO BEEN GIVING THE MATTER THOUGHT. IT WAS BY NO MEANS CERTAIN THAT
AN ANNOUNCEMENT IN ADVANCE OF THE MAY MEETING WOULD HELP IT ALONG:
INDEED |IT MIGHT ENCOURAGE SLOTHFULNESS. IF SECRECY COULD BE ASSURED
THERE WAS SOMETHING TO BE SAID FOR HOLDING THE ANMOUNCEMENT UNTIL
AFTER THE MAY MEETING. JOBERG REPLIED THAT PERHAPS THIS WAS RIGHT.
HE WOULD DISCUSS IT AGAIN WITH THE PRESIDENT.

9, JOBERT EHFH!.EISE-D THROUGHOUT THAT EVERYTHING HE WAS SAYING AT

THIS snas SENTED HI L THOUGHTS. HIS REMARKS
RDE ns STRICTLY AD REFERENDUM UNTIL HE HAD GOT
- ; mmtm mﬁ PRESIDENT. HE HOPED TO LET ME KHOW M. POMPIDGU’S
THOUGH umm NEXT DAY OR $0. THE MOST IMPOR TANT THING FOR
T TH § STAGE WAS THAT NE STILL ENVISAGED THE SAME
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CALL ON THE CHANCELLOR OF THE DUCHY LANCASTER BY THE
FRENCH ABASSADOR: FURCIGN AND COMONWEALTH OFF ICE
Tuesday 27 April, 1971 at 0945 hours

The French Aubassador called on the Chancellor of the
Duchy this morning at his own request.

2 M. de Courcel said that he had just returned from
Paris where he had seen several Ministers, including

M. Chaban Delmas last night. It might be useful if he gave
some account of French thinking. First all were agreed on
the need to settle the LCC negotiations before the end of the
summer, and were agprnaching the maln issues 1n a very ;
positive spirit. There was therefore no difference between
us either on timing or the will to succeed.

e 3. +M. de Courcel said that there was nevertheless a |
> feeling in Paris that the British Government was not showing
itself Yo De sufficiently Comaunity-minded in the negotiations.
- People had the impression, gained principally from our propo- |
~ sals over the British contribution to the Community budget,

- that we wanted to put one toe in the water rather than go |
~in, as the French now were, up to the neck. |

o4 ‘E-;-l'h'-‘. Rippon reacted strongly to this suggestion.
~ Decause we had accepted the Treaty of Rome, the principles
he Community as it stood, the common agricultural policy,
ion commercial ﬁuliuy, the direct income system, etc.,
as nothing touching the essentials of the Community
or us to negotiate about. Vhal remained at issue were
ertain tran i,t;&mh -arrangements, and the exceptional

By 4
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treatment which would be required for New Zealand dairy
products and sugar from the developing Commonwealth countries
We were all agreed on what the Community meant and would mear
over the whole field, including defence Chere M. de Courcel
interjected that he was not sure we were agreed on defence).
The suggestion that we were not sufficiently Community-
minded was hard to take seriously. Ihe French Government
should know it was untrue. M. de Courcel could have no doubt
about it. He hoped M. de Courcel had made this perfectly
clear to his Governwent.

5. M. de Courcel said that the French tended to judge

our Community-mindedness by our attitude Yowards Community
preference.  He hoped that the Uritish Government realised
that although this was a relatively small matter for Britain,
in relation to the total volume of her agricultural imports,
it was a very big matter for France. Just as we hoped to
secure industrial benefils by joining the Community, so the
French hoped to secure agricultural ones by enlarging their
sales in the Uritish market, Then there was the question of
sterling, President Pompidou took a keen inter‘&‘sgi in this,

and regarded 1T Tn SOMC sense as a test of our turopean
intentions, The way In Wiich we had dealt with the renewal
of The BasTe arrangenent had been taken amiss in this respect
- My Rippon said he well understood French preoccupations
~ about Comaunity preference and sterling. We had to strike
- 2 balance of nutual advantage. In settling the negotiations,
~ ve would try to move tovards the French on matters which we
L "'5;%3%%_ggﬁﬁﬂﬁﬂﬁd;ihﬂh,aauhh as Cowaunity preference and the

- British contribution to the Cownunity budget, and ve vould
: JEE!:mh to wove iﬂﬂﬁﬂ‘.‘dé*ﬁ.us;.nﬁ such matters of vital

0.3 as Naw Zealand dairy products and Comonvealth
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6. M. de Courcel said that he hoped there would be
substantial progress at the lay Hinisterial meeting in
Brussels. Ile repeated what he had said to Mr. Rippon at
their previous meeting that the French _attached great
importance to the fact that the negotiations were being
conducted by the Six as a whole on one side and Uritain
on the other. They were not an Anglo/French affair.
renarke
50 in public and prlvatn on several occasions.

7. M. de Courcel said he hoped that the state of
British public opinion would not make it impossible for
the Government to accept the compromises which would

eventually be necessary. He added that Mr. Wilson was
not being very teipful. lir. Rippon said that on the

contrary he had welcomed the tenor of lr. Wilson's speech
yesterday (vhich M. de Courcel admitted that he had not
read). He agreed that Dritish public opinion was very
sceptical, This emphasised the need for an early
settlement. Some kind words from the French would make
a verﬁ reat difference. 1. de Courcel said that the
French Government was being as helpful as it could.
lle. Rippon said that he had certainly appreciated the
recent speech made by Il. Chaban Delmas. But it was a
pit{ that M. de Courcel could not make in tngland the
; sort of wari and friendly speeches being made by

e, Snam in France. \hy did he not take the oppor-

hnﬁ day to make a rousing speech expressing his

ent's wish to see Uritain join the Eznmunit
'?}ng appreciation of British acceptance of tha
f Rone, the comion agricultural policy, the
“bIa tem, elc., and declaring the need for
: 1 the other members of the Enluunlty

.H: f'w.. together? M. de Courcel did not
thi “T~}§htinn.
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7 april 1971

With your letter of 26 April you sent we
message Lo Ministers of Finance of sterling
area oa?u-m about the discussion with the [EC

.

thinks that it is very

1d follow as closely
said at last week's meellng

1 am sending a copy of this letter to John

(sgd) R,T. ARMETRONG




SECRET
PRIME MINISTER

You will see from the Treasury letter of 28 April that,

following the recent mesting in Nrussels about the future

of sterling as a reserve currency, the Chancellor is anxious
L0 send A message to Hinlsters of Finance in Sterling Arasa
countries.

In all this we are, I think, in danger of talking with
two different yinced, one to the E.E.0. and one to the Sterling
Apren countries. It does not ssem to me that the dpeaft
attached to tha Treasury letter of 28 April totally avolds
that danger. I have therefore tried my hand at a redraft
of the draft message, in the hope that this will avoid that
danger. In redrafting, I have followed closely the briaf
mlgh.m prepared for our representatives in Brussels, as

ended @m instructions, and the reports of which
g you read over the weokend.
ﬁ ot ;@y 2% o H:v.h, Hﬁ.tzaa mmtimad to
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You will no doubt have seen reports that the ZEC are
gvincing interest in the sterling bslunces and in the
guestion of the compatibility of the Uk's role as
manager of a reserve currency with the responsibvilities
she would assume, particularly in coordinating her
sconomic policies with those of her EBuropoun partnors,
4s a member of the EEC,

The line that we are teking is as follows, Ve accelt
that the relative importance of sterling's reserve role
has been declining in the past two decades. "e have no
wish to reverse this trend., But to tuke steps to
accelerate it would be another matter. Ve could not
simply decide to run down the reserve role of sterling
ﬂmm a clear ides of what to put in its place.
W ""j" . ‘ a;! to aq,;r that the reserve role cf sterling
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to the internation:) netary system penerally (and the

Nealthy develomment of Buropean monetary union in
partlcular); and it would have to be acceptable to

the official holders of sterling as well as to other
mprticlpants in it,

1 am sending you this messuge to assuwre you that there
is no question of discussions on concrete arrangements for
the reserve rcle of sterling in the longer term taking
place without full consultation with yourselves. The

appropriate time far these discussicns and consultctions

would be in the period leading up to the expiry of the

mad Sterling Agreements. In this light, 1 hope thet

we can befare too long reuch general ugreesent on the

> 4 _'-;"" 1 m 10 &y message of 4 March cbout extension
' I58r Ll toﬁomm 19?3. ;
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Treasury Chambers. Great {__;1'.L"||_j_lr.' Sireet, S.W. 1

Ql-830 1204

“ 26th April 1971

g N

I sent you at the beginning of last week the drafts
of statements to be used in the discussions about sterling with
the Ad Hoc Group appointed by representatives of' the E,.E.C.
countries; and one of the points on which the Prime Minister
commented was the future of sterling as a reserve currency.

It is of course known that we have been having discussions
with the Six and since the future of sterling as an international
currency is a matter of very great concern to the Governments
of the Sterling Area countries, the Chancellor feels that it
would be wise at this stage to re-assure them, and avoid any danger
that fears or suspicions on their part arising from our talks
with the Six could damage the prospects of getting renewal of the
Sterling Agreements, The Chancellor therefore proposes to send
a message Lo the Sterling Area Governments making it clear that
the talks were no more than the discussions which the E.E.C. would
naturally wish to have with a prospective member of the Community;
and that there is no question of concrete arrangements to alter
the reserve role of sterling in the longer term without full
consultation with the sterling holders themselves,

There are two reasons for sending the message now,
First, having taken the line which we have in Brussels, there
is always a possibility that it might leak, and it is better to
‘give an assurance of the kind contained in the draft attached
of our own volition rather than to have it extracted from us
Se Lo fears aroused by such a leak, Secondly, there
usly) an oral Question to be answered tomorrow,
7th, by Mr, Deakin on a closely related point,
s the Government's policy "to phase out the
- In reply to this, the Chancellor proposes
in the talks with the E.E.—c; and it
. mm to mrunglma inance
he same time as this answer becomes

/There is
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There is always the possibility, also, that a Sterling
Area Government will compare notes with one or more of the Six
and it would clearly be much better if they learned ofl what

has been happening directly from us,

In view of the interest which the Prime Minister has
shown in this matter, the Chancellor thinks he may wish to see
e the draft message before it goes. It is enclosed. I hope you
will be able to let us have any comments the Prime Minister may
have within the next day or two, since it is clearly desirable

that the message should go quickly.
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Draft mespage from Chancellor of the Excheguer Lo
Minieters of Finance of Sterling Area countries

I think it right that I should let you know of the present position
on the discussions between the UK end the EEC on economic and
financial questions.

You will no doubt have peen reporte that the EEC ere evincing
interest in the sterling balances and in the question of the compati-
bility of the UK'es role sg manager of a reserve currency with the
responsibilities ahe would eseume, particularly in co-ordinating aer
economic policies with those of her European partnere, as & mesber
of the EEC.

It is natural that our prospective European partners should wish to
consider with us the implications of UK membership of the Community
in the economic and financial field. The line that we are taking ls
ag follows. We accept that the relative importance of sterling's
reserve role has been declining for the pest two decades and we have
no wish to reverse this trend. But to go further and sctively seek
to run down sterling's reserve role more rapidly in the future le
gomething which could be done only with widespread international
- co-operation. It is not & matter for the UK to settle on iis own,
‘We would need at the appropriate time to explore the poseibilities
!ﬂih 111 nnpnarﬂai, particularly with the countries of the Sterling
A ';{inturﬁﬂtﬂ are go directly involved, The appropriate

hi a:plarntiun would be in the peried leading up to the
_j_x_ Eﬁrimg Agreemente, when we expect sgain to

g

Mﬂmm, therefore, that there
HMW Mt.hu
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CALL ON THE CHANCELLOR OF THE DUCHY OF LANCASTER BY
MR. NATHANIAL D. SAMUELS, DEPUTY UNDER SECRETARY
FOR ECONUHIC AFFAIRS AT THE STATE DEPARTHENT

Foreion and Commonwealth Office
26 April, 1971 at 1000 hours

ir. Nathanial D. Samuels, Deputy Under Secretary
for Economic Affairs at the State Department, called on
the Chancellor of the Duchy this morning. He was
accompanied by I'r. Stanley Cleveland, Minister at the
United States ctmbassy in London.

24 lir. Cleveland enquired whether Mr. Rippon still
hoped to break the back of the EEC negotiations by the
sunizer. lir. Rippon said Yes. The problems which
remained to be solved could all be settled relatively
quickly. Time was of no help. We were under political
constraints.

i lir. Samuels said that the United States
Administration was concerned by the pnssihillia
an increase in protectionist pressures in the United
States between now and the Presidential elections.
Huch thought had been given to means of coping with
~ this problem. A reconmendation had been put to

~ Secretary of State Rogers, but so far as Mr. Samuels

knew, tir. Rogers had not yet pronounced on on it. One

idea vas that al the forthcoming Ministerial meeting
of CECD the member nations shau?d make a declaration
of their intent to continue to work towards further
sation of world trade, and set up a study

5 and means of doing so. Thia

/group
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group would report within, say, a year. Thereafter
Governments would consider the report and decide what
should be done. This timescale would enable the
Administration to explain to its domestic critics
that something was being done, although action

could scarcely be expected before the autumn of 1972.
The United States would much prefer any proposal in
this sense to come from another country. Uid

Me. Rippon think that the Community itself would

be prepared to help?

3. tir. Rippon said he was not against the idea as
such. There was much to be said for it, but the
timing vas difficult. |In particular he doubted if
the Comaunity would be ready to sponsor such a
proposal, at least as early as June. As Mr, Samuels
would know, we would be at a critical point of the
mla'gmeﬂt negotiations at that time, and everyone
would be heavily preoccupied. | said it would be
“difficult then for us to do anything which could

- aive colour to French suspicions that we wanted to

& dilute the Comaunily into some sort of free trade

-' h *H!' tr. Cleveland asked for Me. Ri s assess-
“ﬁf the current French attitude, Rippon
d that he realised that there were some in France
0t iﬁt ‘the negotiations to succeed.

Pon lltmlf wight not have made
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D le. Samuels turned to the generalised
preferences scheme. e said that it had been
suggested to Secretary of State Rogers that he
should canvass such people as Congressman lills
with the view to the introduction soon (probably
after the Aid Dill) of the Bill incorporating the
United States offer under the generalised preferen-
ces scheme. Everyone agreed that something had to
be done for the developing countries, and with luck
and good management, the Dill should go through
without excessive difficully.

b. Vir. Samue's then turned to the problem which
ir. Rippon had discussed extensively during his
visit to Washington in Harch: the future of the
independent Cotvionwealth countries of the Caribbean.
Hr, Samuels said that much thought had recently been
given to this problem. The Americans did not like
reverse prefercnces in any shape or form, but
recognised thal the countries in question had
to find markets for their goods and were in a
- genuine dileama. So far as the United States
- was concerned, the Americans did not want any
- arrangesent which would leave them with the res-
:“--i_,"igibilit{ of picklng up the bill. The main
] f'-ims :{ angenents made should have
5L htllty

of 1

.r I"‘“‘

greed. Ve had to the

iw ements in the Caribbean
| e vas. | A
mm Mﬂ-ttibn of : ¥
countries the
 the Comnity
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8. M. Samuels said that the Administration
might be prepared to drop its present insistence
that countries wishing to benefit from the American
of fer should make a declaration of intent to
abolish reverse preferences and give an under-
taking to phase them out. The Americans would,
however, have to say that they could not give
preferences under the generalised preferences
scheme in 1975 unless existing reverse preferen-
ces were in fact phased out.

9, Ikn.RiFPun said that this seemed very
peasonable. rlexibility vas essential. Eventual
arrangements might be different in different cases:
the needs of the Commonwealth Caribbean were not
necessarily the same as those of the Commonweal th
African countries. He well understood American
preoccupations and recognised the strength of
American feelings on the subject. The great

E;I';,'ﬁé' thing vas to gain time in vhich solutions could
5 : :-"jiﬁ. -B_E_--'nrkgrd out. He hﬂpﬂd that the Americans would
~ be able to tell the European Counission that they

s -&fa‘:'_'__‘ ~had dropped their pposition to the renewal of the
1963 Declaration of Intent. Mr. Samuels avoided

"'1-:-;.-7:;_ ng any undertaking in this respect but did
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SECRET
TO FLASH PARIS TELEGRAM MO, 272 OF 26 APRIL,
MEETING WITH PRESIDENT POMPIDOU,

AT THE MEETING WITH THE PRIME MINISTER HELD ON 273 APRIL,WHICH
YOU ATTENDED, IT WAS DECIDED THAT YOU SHOULD SEE JOBERT OM YOUR
RETURN TO PARIS AND SPEAK ON THE FOLLOWING LIMES,

f« THE PRIME MINISTER HAS CONSIDERED YOUR REPORT OF YQUR CONVERSATION
WITH JOBERT ON 27 MARCH, THE PRIME MINISTER WOULD GREATLY WELCOME

THE PROSPECT OF VISITING PARIS AND DISCUSS|ING MATTERS COF COMMGH
INTEREST WITH PRESIDENT POMPIDOU IF THE PRESIDENT HOW CONSIDERS

IT APPROPRIATE. IF HE SHOULD DO SO0 THE PRIME MINISTER FEELS THAT -
A MEETING IN LATE MAY OR EARLY JUNE COULD BE PARTICULARLY USEFUL.

3, 10 DOUBT THE PRESIDENT WOULD AGREE THAT THE COMVERSATIONS
EETWEER THE PRIME MINISTER AT SUCH A MEETING SHOULD BE WIDE RANGING,
BUT CLEARLY EUROPE WILL BE AT THE CENTRE OF THEIR AGENDA, AND
THE PRIME MINISTER AND THE PRESIDENT WILL WISH TO EXCHANGE VIEWS
OUT -THE WAY IN WHICH THEY SEE EUROPEAN POLICIES DEVELOPING IF
CAN BE ENLARGED, CAN JOBERT INDICATE HOW FAR IT
DENT?S Hfaﬂ ALSO T DISCUSS 11 nsma. THE




4. YOU AGREED WITH JOSERT THAT YOU WOULD FIND OUT (PARAGRAPH 5 OF '
YOUR TELEGRAM X0, 374) WHAT PROGRESS WE WOULD LIKE T0 SEE IH
HAUSSELS 14 ADVANCE OF A MEETING BETWEEH THE PRIVE MINISTER AND

THE PRESIDENT. THE ANSWER IS THAT WE SHOULD LIKE TO SEE MANIFEST
PROGRESS AT THE MEETING ARRANGED FOR 10 TO 12 MAY, BECAUSE

THIS WILL PROVIDE THE RIGHT ATMOSPHERE FOR THE MEETING BCTWEEN

THE PRESIDENT AND THE PRIME MINISTER, AND WILL LIGHTEN THEIR TASK
WHE® THEY MEET, AND SO HELP TO ENSURE SUCCESS. YOU COULD SAY

THAT WE DO HOT EXPECT FINALLY TO DISPOSE AT THE MAY MEETING OF AMY
OF THE MAIN OUTSTANDING ISSUES, BUT WE DO THINK IT IMPORTANT TO

SHOW SOME VISIBLE PROGRESS O EACH OF THEM: OH SUGAR AHD ASSOCIATION
FOR THE REMAINING COMNONWEALTH COUNTRIES, ON NEW ZEALAND, ON
COMMUNITY FINANCE, AND ON COMMUMITY PREFERENCE IN AGRICULTURE, ON
COMMUNITY FINANGE WE SHALL BE WILLING TO TALK PRINCIPLES RATHER

THAN FIGURES AT THE MAY MEETING, IF THAT IS WHAT THE SIX DESIREs

BUT OF COURSE BOTH SIDES WILL HAVE IN THEIR MINDS THAT I THE END

IT 1S FIGURES WHICH WE HAVE TO DECIDE,

5. WE ENVISAGE AS THE MEXT STAGE THAT THE PRIME MINISTER SHOULD
sm M?WT A PERSONAL MESSAGE, YOU HILL WISH TO Jmm ol o

ok _;g;w
m 'IFI'.IE PRIME lﬂlﬂm “'ﬁ‘l
{0 OF ANY PUELIC STAT - i
PRIME MINISTER W

.Ill-’n _.ru._q ,_""
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26 April 1971

With a letter of 26 April John Robinson sent
me a draft t.nlafmn to be despatched to Paris

of instructlons for Mr. Soames for a meet
'1 Hl Jﬂllﬂ-

The Prime Minister has made a muber of changes
in the draft, which I have for convenience had re—-
typed, as amended. I should be grateful irf you
would send this tele Flash to Paris .
since Mr. Soames is to see k., Jobert tomorrow

morning.

I am sending coples of this letter to Graham

ickell and mmﬁn (Foreign and Commonsealth Office)
and Sir William Nield i

-3

(Cagd pet, DL D@YBRONG

Qs




’ PRIME MINTSTER

Following your meeting on Friday,

Mr. Rippon and Mr. Soames have agreed a draft
telegram of instructions to Mr. Soames for the
next stage in the dialogue with the Elysee.

a)

b)

There are two points on the draft:
there is no mention of the possibility
that Mr. Socames might go to see

M., Pompidou in person, before you send
him a message. I understand from
Mr. Soames that this possibility is
open in his mind; he will play the
cards as the hand develops;

I was a little mystified by the latter
part of paragraph 4, in which the
telegram expresses our ideas of progress
for the main Ministerial meeting. When
I first read it, it seemed to me that
this looked liked insisting on more than
your meeting had in mind as necessary:
loosening the leaves almost too much.

"Mlmmmrmmmm

lﬁmntﬂmitolmm
ave 0n6 OF tWo others: we want a



B

on Community Finance, principles must

be translatable into figures, is a glimpse
of the obvious which does not help very
much. I suggest a revised version of
paragraphs 4 and 5 below, with these points
in mind.




” REDRAFT OF PARAGRATHS 4 AMD 5
4., You agreed with Jobert thot you would find out
{:‘*‘:,'I.LEIP:-I.;h E: {11 :J.r._“:‘ 4 f_":i_.'."‘f‘-_.".'. r:r-:’ IJ---.;p‘.:‘:. . -_‘-.-I-- ::‘I\_.'”:"'_,._'-:
we would like to see in Brussels i of a4 meeting

Mw
between the Prime Minister and r-em-,mL The answer

is that we should 1ike to see manifest progress ot the
meeting arranged for 10 to 12 I.:;-.;,'i, because this will
rmvi de the right atmosphere for the meeting between
Eﬁ.ﬂﬂtund the Prime Minister, and will lighten theip
task when they meet and so help to ensure succese
You could say that we do not expect finally to dispcse st
the main meeting of any of the main outstanding issues,
but we do think it important to show some visible progress
on each of them: on sugar and association for the
remaining Commonwealth countries, on New Zealand, on
Community finance, and on Community preference in
griculture. On Community finance we shull be willing to

t i -m t.m B deiire:  tut. or Gourgs BOLY Sides
4 5 that in the end it is figures which
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Foreign and Commonwealth Office

London S.W.1

25 April, 1971.

de i,

EEC Negotistions ; Meeting with Porpidou

Following the Prime Minister's meeting on the efternoon
of 23 April at which the question of a meeting with
Pompidou was considered, Mr. Rippon discussed with Soanmes
this morning a draft telegram of instructions for
Soames to see Jobert.

-oC g I enclose a draft telegram, agreed between

Tei s ¥r. Rippon and Soemes. I should be moet grateful if
¥ou could let us know as early as possible tomorrow if
. You have any comments on this telegram. Sosmes is asking to
~ see Jobert as scon as Jobert can mansge it from Tuesday
- morning om » and we should like to get instructions off
~ to Parls in the course of tomorrow afterncon, April 26.

 this morning that it is premsture st
pt to draf't the sort of message which
when Sosmes sees him

A




Coples to:

Private Secretary
Mr. Tickell

Mr. Daunt

8ir C. O0'Neill




* Date and time (GALT.) telogram should

reach acdremmesis)
| PRIORITY MARKINGS DD e 2oy
. Despatched .
Nowie
PRIVACY MARKING
In Confidence [S"“""' faufication]  cormgr
Foh [ )
Cypher [Co. ewoord—if any] AR
Drafi Telegram tor— | Addreswd to _BARIS SR
»| Paris telegram No. (date) —
8| Noo — | tudso o =2
§ (Date) repeated for information to —
@ And to:— i i = AR (T s
; Pesident
| Repeat to:— Meeting withLqupiduu
At the meeting with the Prime Minister
held on 23 April, and which you sttended, it was
decided that you should eee Jobert on your
return to Paris and speak on the following lines.
2. The Prime Minister has considered

rct of visiting Paris and
ﬂm—m interest with ine Polady
Milﬂth: in lste



to exchange views about the way in which they see
European policles developing if the Enmm%nitiﬂa can
be enlarged. How far would 1t be 'P%Wwiah
glso to discuss in detall the outstanding issues in
the Brussels negetiations? Jobert told you on
27 March (your telegram number 374) that the
President's view wee that all the main subjects of
the negotiations in Brussels were already pretty
well ripe for discussion by the Prime Minister and
himself. This would seem to imply that Pemwidewhe
envisages an attempt at a meeting with the Prime
Minister to reach at least the basis of agreement
so that the negotiations could be brought at the
Ministerial Meeting in Brussels on 21-22 June to the
point of certainty of a successful outcome by the
resolution of the four main ocutstanding issues.

g - eed with Jobert that you would find out
7 nunber 374) what progress




Fl.ﬂi, Tonga, Western Samos, and ,"I.u]:'l".iu.;_'_}.,
New Zealand, Community finance, end
Community preference in apgriculture.
On Community finence, you should tell
Jobert that principles, if they
useful, must be translatable into
figures: we will have to decilde
Tigures in the end.

Sa Finally, you should tell Jobert

z
that once he has been able to Eive you en
indication of Pompidou's feeling about gll

this, the Prime Minieter contemplates

aending Pompidou & personsl messapge, and

thaet would be In ocur view the right stege

to consider the details, including the
timing of eny public statement or
announcement.

€. It was agreed at the Prime Minister's
meeting on 23 April that we should say
nothing to the French for the moment

- @bout officials meeting to prepare

;; juiraund for a meeting ﬂ.th‘%‘hﬂt .
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Note of a Meeting held at 1O Downing Street, SWL
971 at 3,45

MRESENT

The Rt Hon Edward death MP

Prime¢ Minister
hhhnngi;uﬂmrmﬂ' nmnt.n;cwrr:wmchw
Smtll', te lfor Foreign Chancel of the Duchy of
and Commormealth Affalrs Lancaster
Sir Denis Greenhill The Hon Sir Con O'Neill
Foreign and Commorwealth Office Foreign and Commonwealth Office
The Rt Hon Christopher Soames 8ir Roger Jackling
British Ambassador dritish Ambassador
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COMMDN MARKET NEGOTIATIONS

The Meeting considered a paper setting out the maln Factors relating to the
possibility of a meeting between the Prime Minister and the French President,
W Pompldou, which hod been circulnted under cover of a letter dated 2L April
from Mr Barrington to Mr Arms Lrong

THE FORETGN AND COMVODIWSALTH SECRETARY said that it was evident that M Pompidou
was determined that he should settle the outcome of the present negotliations
for our membership of the European Economic Community in bilateral discussions
with the Prime Minister. In these circumstances a meeting between the Prime
sinister and M Pompldou within the next month or six weeks seemed an inevitable
stage in the negotiations. It was necessary now to consider what form the
approach should take to M Pompidou and the inter-action botween the Prime
Minister®s meeting with him and the Ministerinl Meeting with the Six which
would be taking plece in Brossels on 11 and 12 Iy,

THE CHANCELLOR OF THE DUCIY OF LANCASTER said that he too believed that a
meeting must now take place between the Prime Minister and M Pogpidou but such
a meeting should not take place in an atmosphere of crisis in the negotintions
50 that the bilateral meeting would appear to be a desperate last resort. To
avold such an atmosphere of crisis developing it would be necessary to secure
some progress at the Ministerial Meeting in Brussels in May, However, i a
crisis in May proved unavoidable, it was much preferable that this should
result from a failure of the other Five members of the Community to agree with
the French Government than as a result of unecceptable proposals being put to
the United Kingdom by the S5ix as a result of the Five accepting - in a desire
to sce some movement - an extreme French negotiating position on all the major
issues. In making approaches now to the French President to arrange a mecting
we should indicate that such a meeting would obviously be more fruitful against
the background of some thaw ond progress In the Ministerial Mecting in Brussels
on 11 May. On Community finance and Community preference, we should be able
to make some progress towards the French position in May in Brussels provided
that they moved towards us on New Zealand dalry products and Commorwealth SUZAr,
In discussion it was suggested that ideally we would wish to establish with the
:l'ﬂnnh l’ﬂ.-nidmt. now the specific progress that was required in May in order to
prepare the way for a frultful bilateral meeting; and thérealter we would be
able to let the Five know our minimum requirements for the May meeting so that

i |
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they would not agree with the French proposals which would be unacceptable to
Uss There was general agreement, however, that we should not seek to apply
pressure on M Pompidou by Indicating that adequate progress at the May meeting
in Brusscls was a precondition for the later bilateral meeting. We could do
no more than emphasise strongly our view that unless a certaln progress was
made in Brusscls in Moy the bilateral meeting would be held in inauspicious
circumstances, We must make this view known to M Pompidou in good time so
that the French Government took it fully into account in preparing for the
Brussels meeting, It was by no means clear what ground ~ and in what depth -
M Pompidou expected to cover in a bilateral meeting with the Prime Minister,
Did he, for example, aim to settle the details of an agreement on the major
issues outstanding as well as to probe our attitudes on general European
poelitical and defence issues? It was the general view of the meeting that
he would wish to cover the details of the negotiations as well as the wider
issues but this could only be ascertained by preliminary discussions with

H Jobért, Sccretary Genceral at the Elyseo, It was pointed out that I we now
aimed to reach a bilateral settlesment with the French In the first instance,
the Five would consider that their responsibilities Tor securing a successful
outcome would thereby be substantially diminished, Put it was clanr that we
could not in any event expect much practical assistance from the Five,

THE FRIME MINISTER, summing up the discussion, said that the French President
should now be sounded out in two stages about a possible bilateral meeting,
First, our Ambassador should ask M Jobert whether he thought that M Pompidou
would see advantage in such a meeting at the end of May or the beginning of
June and, il so, what ground he considercd should be covered at that meeting.
If M Jobert indicated that the French President would welcome such a meeting
'hl'lnﬂmdnhtWtuHFmpidm, which would be handed over by our
ssador, formally proposing the meeting and emphasising that some progress

eral meeting taking place in an atmosphere of scrious and deepening crisis,
mﬁnwmmMu-ﬂe.hiuﬁmmumm
al meetin If the bilateral meeting was agreed it would be

ake detalled preparations for it with the French Government but
mmmmwmwuuﬂmmm
mbassador would need, however, to have taken both the steps

An good time to emable the French Government to take account



SECRET

of them in their preparation for the Brussels meeting. The Chancellor

of the Duchy of Lancaster would mearmhile ensure that he had the necessary
negotiating authority for his meeting with the Six in Brussels in May. It
was agreed that the general line to be taken on defence at a bilateral
meeting with the French President should be on the lines proposed in the

annex to the paper considered by the meeting.

Tne Meeting -
Took note, with approval, of the Prime Minister's suming up
of their discussion.
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- In response to your talaphune call today, asking
ﬁr ‘a report on Wednesday afternoon's meeting in
" els ﬁ.ﬂi the ad hoc Group appointed by the Six
= 'td.nn of sta::'.’l.:l.ng, I attach a
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ge Mr Cowdy

Mr Neale

Mr Henley

Mr Liesner

Mr Owen

Mr Rawlinson

Mr Slater

Mr Marshall

Hurae (B of E)

Mr Ryrie 51:- C 0'Netll (FCO)
EEC and STERLING

1 You asked me to let you have by tonight a report on Wednesday
afternoon's meeting with the Ad Hoe Group. I attach a fairly full
summary record of the diacussions. This note attempts to give the

impressions which Mr Morse and I formed as a result of the meeting.

2 The atmosphere was throughout courteous and friendly. Some of

the questions, particularly those from the French delegate, were

fairly searching, but it would be difficult to say that any of them

was unfair or particularly loaded. All memhers of the Group took

part in the discussion, which the Chairman handled very well and

with scrupulous fairness.

3 The impression which both Mr Morse and I formed from the

| 7 -_M.-nmnﬁn% was that the major iscue on which we are
»ﬂ; the volume of capital exports. There are

lanc ,pg_mnu.m hence, nntanthllh on the
ibership, on the resources of the EEC, and

feh our mmu commitments in this fleld

W%’iﬂ more rapidly tl“-ﬂ.l the

' 1% by thl ﬂ\m.

o % mu ﬁ 3
ot H oA

s a"lf‘!:n .
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L  The other issue on which the French will undoubtedly press
was not explicitly brought up in the meeting, though it was
implieit in some of the queastioning, and it is the view that we
should forthwith end discrimination in favour of the Sterling
Area and againat EEC in exchange control matters immediately on
accasalon. The French would have the support of the Commission
on this, but I doubt if they would be supported by any of the
other Five.

5 I have since had a report from the Dutch member of the Group
on their meeting after they had heard from us. He sald there was
general agreement that the meeting with us had gone very well,
and there had really been no major problems in their subsequent
private meeting. The following were the major points that had
arisan. .

"~ a Capital movements and the export of capital to the
~ overseas Sterling Area. The French tock the line that
g jilf::f;“:“'*'hﬁl~lﬂklﬂ*¥# impose some limitation on capital
exports to the 0SA. The others had said it was not
ossible and it was not within the terms of the Treaty
s 0 do this. In any case, the Dutch added that
y temporary problem, since it would come
' the end of the transitional period, when
11y with the Community directives.

=y

-
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that this procedure would be inappropriate; Article 108
APplied only in balance of payments difficulties, whereas
the object of the transitional period was to prevent those
difficulties from arising. Article 73, which relates to
disturbance of capital markets, did not seem to be much
in point anyway.

¢ Reduction of sterling balances. There was unanimous agree-
ment that in due course something must be done; in
particular, neither the £ sterling nor any other national
currency could remain a reserve currency in the final phase
of European moneatary union. This was, however, looking
very well into the future, and the methods of dealing with
the problem should be discussed with us as a participant

after cur accession.

6 Mr Looijen mentioned two points on the sterling belances which

he felt should be brought to our notice. In the first place, he
-W they would all find it aifficult if there were a large
crease in the sterling balances and these were used to expand

“ﬂ&ﬂulqggsmnnﬁnr rather than for riuurwn}anht improvement.

h ] _.',.ll 14
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8ll the Community were agreed that this was a problem which

would have to be dealt nitl})un the assumption of our accession
before September 1973,

d Articles 108 and 109 of the Treaty - which is now
described as "Accession of the Support Mechanisms of the
Community". All the Six, ineluding the French, feel that
in the light of our statement on Wednesday this no longer
presents any problems.

8 Mr Looijen concluded with the comment that this was of course
all at present at the level of the Ministries of Finsace and
Central Banks; 1t remained to be seen what happened to it when
it got into the hands of the diplomats and politicians. T have
mﬁ@h& to see him in Brussels next week to elicit further
Mtﬂ"un the progress of the Ad Hoc Group's work.
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Summary Record of deceting with the
Ad loo Group on 21 April 1971

A8 arranged, lr Morse and I attended this meating.

Praotically the whole of the meeting was taken up by going through

the Questionnaire which we had received from Mr Mosca. At the

chalrman's suggestion, we gave the UK response to each group of

Questions in turn, and we then went round the table asking for

supplementaries. As our replies followed very closely the agreed

briefa I am not recording them in this note, which deals only with
the more important points raised in subsegquent discussion.

3 There were a few requests for factual amplification or additional
information. Mr Morse brought back a note of these, with the
intention of putting in hand the preparation of answers, and I am
not therefore recording them again in this note.

4 Question 1.

& We elicited that by "préts" the Community intended loans by
banks and other institutions of over 2 years, and provided
figures for these for the period. 1962-69.

- b ulller-Enders (Germany) asked for, and was given, a breakdown
- of the capital exports to NSA betwoen EEC and other reecipients.

'Ihl most substantial question was put by de la Rosidre (Prance)

Ihh nﬁlnmid out that 1f one looked at gross figures of capital
j"‘_ 8 the flow to the NSA wos admittedly much more important

 tha *ﬁtia the OSA. The net figures, however, showed a
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favourable net balance with the NSA, whereas the net balance
with the 0SA which provided virtually no inwerd lavestsent was
@dverse. Did not this indicate that the UK's exchange control
regime favoured the 0SA as against the NSA 7

In reply, we agreed with de la Roaisére's facis bui disputed his
conolusion. On the one hand, capital importe to the UK, ss, indeed
to all Buropean countrics, were dominated by the USA, which meant
that for all of us inward investment was bound to be predomlimanily
from the KSA. On the other hand, the 0SA countriea were not capiia
exporters; the majority were under-developed, and even ihe
Voluntary Programme countries were in a real sense stlill developing
countries with a demand for net capital imports. Nor did we beliew
that our exchange control regime was the critical factor in
developing the flow of outward investment towards the 0SA; im our
view, this owed much more to the nistorical links, extensive
business interests and large investmenis already existing iao the
0SA countries.

Ossola (Italy) intervened to say that he agreed with this view;
naturally the net outflow of capital to the OSA must be greater

| ‘than to the HSA, including America.
Eis, Vil

In response to 2B and C we made the statement about our attitude
ot w:ﬂtm of aterling, amended in accordance with Mr Aramstrong's
1! > Kr Ryrie. On this there were two comments worth
B s 210
mpt-g that the long-term trend was for a
1y de b n “:I‘.n_thl_r relative importance of the sterling
ances. Ho %M. however, tbat the Basle arvangements

...-ﬁMim twwu AR Shs £

L]
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might constitute a brake upon this process, or asven

reverse the tendency and lesd to soms rebuilding of the

role of sterling. He then went on to ask, on the assumption

that there had to be some errangement to prevent this, what

would the UK propose = e.g. lower WSP's, or lower rates of

intereat on the balances 7
We replied that the object of the sterling agreements had been to
atabilise the position, and not to reverse the long-term trend;
and it ssemed to us, as indeed our answer to Question 2A had
explained, that this hed in fact been their effect. As for the
future, we were not in a position to add anything. ‘Thn proposal
for the renswal of the sterling apgreements nuu'unda£ discussion
would carry us until juqt beyond the prospective dafu of our antry
into tha Enmmnnitr. Ihnt happened thurearte} would Ehvinunlr be
grﬂntlr affected by lhathar we were looking to the future as
members of the Community or not. But of course we fully accepted
that if we Jjoined the Community we uﬁuuld have to work out the
arrangements whiuﬁ would follow September 1973 in concert with the
Community; and we could give an absolute assurance that we should
do thie in & fully European apirit, and with a totally open=-

- minded approach to any solutlons whlch might be suggested.

-.J #ﬁlnll the Community, we should have to agree before
m_?ph_ﬂp arrangements for the following period. He
] noting that we had deoclared our acceptance
inity's objectives in moving to economic and

lon, that those objectives inoluded in the final
of totally locked currencies, and most
ourrency. The retention of a national
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currency with a reserve role wae clearly incompatible with
this. What arrangements did we envisage to deal with this
problem ?

We replied that Ossola was now considering a process which extended
a long way into the future, Of course we did not dispute that the
problem he outlined would arise; but it was only one of many which
would arise for all the members of the Community in moving towards
a common currency. It 4ld not seem to us possible to work out
solutions now to problems which would arise so far ahead, and not
very useful to try; 1if ouor negotlations succeeded we should be
members long before this point was reached, and we should of course
join fully in working out the solutions to thie and other problems
by the pragmatic and step-by-step approach on which the 8ix had
already declded.

Question 3.
On Articles 108 and {bg of the Treaty, we sald that recent develop=-
ments in the Community's own arrangements seemed to us to make a
repetition of the 1967 declaration inappropriate. It was of course
still true that as long as sterling remalned a world-wide trading
~ and reserve currency it might be felt that any necessary supporting
. action should be taken on a broad international basis, like the
' _Jggumntntl. going beyond the membership even of an enlarged
';.ﬂm _ But it seemed to us that 1if the need arose, our first
» n-:f;ﬁﬂ?ﬁg3hlln' the matter before the appropriate
ity institutions; and it would be for the enlarged

dog -:_Ihli further ateps were nacessary and

gy 5 Y
larorne
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There was effectively no discussion of this reply; Brossolette
@Xpresscd satisfaction at what we had sald, and this was
supported by Ossola and Mosea.

7 Question k.
There waa some fairly wvigorous supplemeniary questioning on this =
which, incidentally, revealed that Mr Littler's revised draft reply
was indeed directed to the questions which the Group wanted to ask.
The discussion involved three maln topies.

a The Prench = both Brossolette in the Chair, and de la Rosidre =
pursued the issue of the burden imposed by capital outflows on
the UK reserves. Brossolette said that he had been struck by
the constancy of the figures for gross exports of capital, and
exprassed surprise that even in the most diffiecult years ths
UX had not drastically reduced overseas investment. Was this
bacause a reduction would have been impossible for economic or
other reasons, or because we felt it desirable that even in
difficult circumstances these exports should continue ?

De la Rosidre sald that 1t seemed to him that since 1964
- surrant surpluases had been offset, or deficitas increased, dy
~ eapital exports. It seemed to him paradoxical to allow capital
e .'nuanrin-tu continue in this way when the result was an increasing
e ‘of international debt, even though this might be .
seed in sterling. The United Xingdom intended to remain a
porter of capital - an OECD report (CPE WP3 70/24)
ted capital exports of ¥1 billion in 1975. DIA not this
nfliet with the objective of improving the current
~his line of rossoning not point to the need

‘Hl
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We suggested that de la Rosidre had somewhat eonfused the lssue by
his reference to the WP3 paper = the flgures in which were in any
cape OECD figures, since the UK hnd not committed iteelf to any
precise objeotivea in this field. The 1 billion lumped together
all forms of external liability including, e.g., oxport credit, and
wans not comparable with thes figures for net capital exports which
we had Just been dlscussings. Thene, as we had sald, had been very
conatant in recent years at about £400 m., and our expectation wans
that something of this order would continue. In any event, the WPJ
report had also indicated a ocurrent balance (¥1.5 billion) which

would leave a comfortable margin for reserve/debt improvement.

Apart from thia, we disputed the thesis that we had done nothing to
curb eapital exports since 1964. On the contrary, there had been a
continuing and subatantial reatraint on exports of capital, both to
the NSA and to the Voluntary Programmes countries of the 0SA. This
reatraint had been maintained even when the ecurrent balance had so
markedly improved in 1969 and 1970; and without it capital outflows
over the pariod would undoubtedly have been much leas even, and in
some years conaiderably higher. In any case, it waa not possible

f'i for a country which had for long been a major ecapital exporter, and

) N ﬁiﬂﬁ had enormous exipting oversoans invesntmants, suddenly and

to out off ompital exporta = at least without taking such
an steps as extensive oloning down or aanle of oversesas
jnmen, sto. The situation had never appeared to us to oall for
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b Boyer de la Giroday (Commisaion) ralsed soms highly
philosophical questions on the value of overseas investment =
did the £ invested in the UK bring in a better return than the
£ invested overseas; was the return as good for the national
balance of payments as to the private inveator, and so forth.
This waes buttreased with references to Reddaway and to other
academiec work on the subject. Apart from a few rather gensral
remarks on Reddaway, we hinted that this was really rather a
vaat and speculative toplec to start on at a fairly advanced
hour of the day, and no-one else showed any enthusiasm for
pursuing the tople further.

@ MUller-Enders asked how we assessed the likely efruutg of
accession on the eclimate of investment in the UK. Might it not
become more profitable to invest in the UK, and might not the
tendency to invest abroad decline ? Boyer followed this up by
geaying that the original eatablishment of the EEC had increased
the attraction to investors of the Community ae againat the UK;
might not our accession in fact lead to a reduced flow of
investment capital to Europe ?

We replied that, as had often been said in publie, we belleved that
rqulllinu*lnn:d have a dynamic effect on the UK economy which would
) 'ffraAFn higher rates of growth. Obviously, and almost by definition,
-f?-l;!lnln and faster-growlng economy was one whioch had greater
sotion for investors. Dut, as we had explained in other contexts,
: 'ﬂ ue :uﬂtnu- that the benefits of these dynamic
“‘,' rou m tulr over a period, and we should therefore
'ﬂ:fugi_ ange in the investment olimate similarly to develop

QSECRET
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only as theae benafits began to be felt. We saw no 1nunnuihtnnur
between our views on the evolution of the economy and ounr
inasistence on the need for caution on the immediate coste of

acceasion over the early years of the transitional period.

a ther Que lona.

Having completed the Questionnaire, the Chairman asked 1if anyone
wished to ralse other issues. There was in fact only one.
Looijen (Netherlands) asked whether we had studied what the
Community had agreed so far in its progress to economie and
monetary union, and whether we felt that our ties with the sterling
area would impose constrainis on our acceptance of Community co-
ordination of economic policies. le referred particularly to the
eonsultation clsuse in the published sterling agreement with
Australia (which we had quoted in our answer to Question 2A) and
asked whether this would involve problems for us. We replied that
we had indeed studled very closely the results of their work on
economic and monetary union, and were satisfied that nothing in our
existing urrlnuaunhtn would inhibit our participating fully in the
Community's procedures on co-ordination as they would be at the
likely time of our accession. As for the olacse in the Australian
Agreement to which he referred, this was of course part of and
limited to that Agreement, which, Lf now renewed, would run until

- 1973. We bad already said in answer to Question 2 that aceession
-il ihl Community would clearly constitute a ehange in our

.} se8 which would nocesnitate consultation with the
Community, with the Sterling Area, and with other affected monetary
luthorities on what arrangements should be made for the period
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arter 1973. We ocould only repeat that we should enter on such
consultations in a fully European apirit, and with the intention
of agreeing on post-1973 arrangements which would be in conformity
with our obligations as members of the Community.

~ 9 In conclusion, we offered to make ourselves available at any time
for further discussion if the Group would find this helpful.
The Chairman thanked us, but sald it was his hope and expectation
that they would not have to ask to see us again,

G R BELL 5
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Mr, Gunnar Heggl®Bf, formerly Swedish Ambassador in

London end now Swedish Ambassador in Paris, came to sce

the Prime Minister in his room in the House of Commons at
TP 4.15 p.m. on Thursday, 2z April 1971,
Mr. Haggltf said that his impression wes that the French
. Government genuinely wanted Hrit.&zin in the Common liarxet.
| This was not- just for external economic ana political
reasons but also rfor domestic political reusons. Though
': M. Debre was unenthusiastic, the Prime liinister, M. Cheban-
Delmas, was kgan on British entry, and so was
M. Giscard d'Estaing, who had a perty of his own. Mr. Hegzl!

= =] believed that M. Pompidou wes anxious to move the centre of
J ~ gravity of the Gaullist Party nearer to the Centre; and it
: wes in the Centre that pro-European opinion in Frence wes

a:t.m:gast.. There was thus some domsstic politicel incentive

.'r

mt- always recognise when they were
0 hard that the deal broke down,
’ m ;1% mﬂn not be possible

£ ’T‘-\.
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next Ministerial meeting in Brussels. He thought, however,
that there would be aavantage in the Prime Minister going
to see . Pompidou ghortly thereafter, and believed that
the two men would get on well together.

Mr., Hegglbf went on to ssy that he did not think the
French Government were wholly seized of the ressons why it
was desirable to "break the back" .of the negotiations
before t.he sunmer recess. He had spoken to a senior
official in T:.ha Qual d'Orsay who had referred to a report
from the French Embassy in London to the effect that it
would be preferable to postpone the crunch of the
negotiations until after the Labour Party Conference, since
if the crunch came before that Conference the anti-
marketeers would rally opinion to their side. MNr. Haggl bf
made it clear that he did not himself wholly wnderstand

this reasoning. He understood the reasons for the deadling

ﬂ' the summer recess, in particulsr the dirficulty of

Wlg mmtng the momentum of negotiations after the recess,
- end m recalled that in its own discussions the Community

6 worked to deadlines: it had become & Community
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MR ARMSTRONG

I attach a brief for the Prime Minister for tomorrow
Friday's meeting at 3.45 p.m. on the European
negotiations and a French bilateral, It brings out
major points for decision arising on the various
papers already circulated.
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MEETING ON THE EEC NEGOTITAT 1ONS

lo  The Prime Minister may find it convenient to have
a short brief for Friday's meeting which:

4, outlines the main points for decision;

b, comments on the Forelgn and Commonwealth
Office paper of 21 April.

2, Ihe basic¢ facts underlying the points for decision

apre:

a, There are three or four Ministerial meetings
in sight before the summer holidays = 11, 12 and
possibly 18 May; any French bilateral at end
May or in early June: 22 June: and any further
meeting which may be agreed,

b, So far our positions on New Zealand, sugar
and Community Finance are still the opening
.pﬁsitiﬁﬁﬂﬁﬂﬂt.ﬂut by Mr Rippon in December,
because the Six will not have agreed even a
common position on these items before their
E || Council meeting on 10 May, which will also
annsdﬂar sterling,

rnbMHuuvﬂpﬁ&unnt pﬂaitiun. un
and sugar, HMG will be ahliapd
onsultations with New Zealand
wealth before n ; -
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This 8 that we cannpt ovorcome the Longs Cand ing
French obstrietion off oup entey solely hy negotioe
CRnE With them dhem by (vem in suceonsiont  that
wonld be o play thedr Cavourite qame, ALL Uhe
evidonee shows that the Blysee and the Qual
A'0psay #UALL rotain the gaullist feel ing, alnosy
nenroEis, that we are not suffielently Buropean,
and will seek to anglieise and weaken the Communi Ly
Crom tnside Lo,

5,  This suggests that (U would be pight Lo start by
wetting out our view of the th-mlmmwnn off the enlarged
Commundty in the E'tslmwim arder, i o any bavgaining items
are taken at the ond grier the French have reacted to our
yiows on the future of Burope:

1. ~mi..: Our genepal view that the state of
the world and of Burdpent ‘counbries requires Ghe
gradual mmnmmmn of o Buvopean Commanity which
can look atter (tself tn all major Cields of policy.

(LR We can go o long way Lo agree with
;:u Fum&m‘s gpeceh of 21 January envisaging a
Ett@ﬁ&&l- pragmatie, mtaﬁhgwwnmmmal dove lopment

vl

- br Bu &{L pEI hl&ti*tﬂﬁtm\h a8 muinﬁt & th t‘ﬁr

"“ S r",,

?L m
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You asked me to dmmmﬁmﬂm
thlmr.mﬁds. I have followed

There are three levels on which e have
This

to be . applies to Conservative
and Parties. The three levels are:

&
:
g

and this
than of
Central Office do feal
mumn?ma
be able to form a
.“M.tﬂ.ul
House u“lgil

b
i
:

:
1

2
:
:
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own view is that this is unrealistiec. )
gtill have three months between now and the end of

This probably means that the Government will need

5 FE AR BRI

/This varied
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This

varied activi d then lead up
tive vote" mth-wH::la of Commons Just befare
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3
sl

S5 geidi

mumm
§253

EFEEE
mwdmm

883
43

would have to be
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I think the foll
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Two other points are worth considering.

need to keep the Parliasmentary temperature
& reasonable level towards the end of the

(a)

Bﬁ. To take a very example
a ving statutory of incomes
A b BT et 0o
MHlMom.

(b) You

wish to consider at a later stage the
of contacts between yourself and
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B o I 3 A
el -_t 9 gn mmm OF A CONVERSATION ¥WITH POENSGEN THIS “ORKING,
ECOUSHIC) ASKED ﬂﬁ‘l‘ﬂm THERE VAS AWY REPLY FRM

GEN SALD TUAT THE CHANCELL:RPS
CH AS TO NEED A REPLY, AuD NONC HAD BECH
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THEY venc sune THAT THERL WAS %0T GOING To RE A MOVE ANCHG
THEIR PMARTSERS, NE SAID THAT HE AND MERDST LOULD EE WFETING RRUNET
HEXT VEEK FCR ONE OF THE VERICDICAL FRALCC-GERMAN CONTULTATIONE (T
WAS NOY! QUITE CLEAR WHERE BUT WE THINZ 1% B9N4). NO DOUDT THE
POSITITNS WOULDNBE DISCUSSED THEN, |F 1M RATHEA GENEMAL TERUS,
SROVN WAD THE [MPRESSION THAT THE AIM OF THE FECERAL FOREICH CFFICE
U ARY SUCH DISCUSSION WILL BC TO CORVINGE THE FRENCH, IF “AINLY
BY IMPLICATION, THAT THE GERMANS ARE NCT ADCUT TO ALTER THEIR
POSITION GN ANY CF THE CUTSTANDING OUCSTICNS, ARCUT DRUNET?S
VISIT, PGENSGEN WAS SPEAKING 1N CCWFIDENCE, WHICH FLEASE NESIECT,
' :
3s POENSGEN SAID THAT SCHEEL WOULD GE PUBLISHING AN ILTERVIEY
I THE GERMAN PRESS SOME TIME NEXT WEEK IN WMICH BE VOULD
EMPHASESE \THE IMPORTANCE FOR WESTERN EUROPE AS A WHOLE OF SULCESS
5% IN THE REGOTIATICNS,
o T8N i
& BROWN'S |MPRESSION FROM THIS CONVERSATION VAS THAT THE GERMANS
DD NOT EXPECT ADVANCE WARMING OF TME FRENCH ATTITUDE OR OF
.-.-M!LI KEN FRENCH PRCPOSALS BEFORE 1C MAY, AND SIMPLY DO HOT
E mﬂa THE FRENCH WILL BE WILLING TO MIVE BY THEw,

m THAT SIR ROGER JACKLING SEES A COPY CF THis

~H
_'__"' mmm PRIME MINISTCR'S MEETING O% 23 AFRIL
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T0 PRIORITY F € O TELNO 456 OF 21 APRIL,
.~ BRITAIN AND THEE E C

1« | CALLED THIS AFTERNOON ON THE MINISTER FOR FOREIGN AFFAIRS,
M. SCHUMANN SAID HE WOULD LIKE TO TALK EURCPEAM TIMETAELE WITH HE,
PROVIDED THAT THERE WAS A THAW AT THE BRUSSELS MEETIYG OF MINISTERS
- IN MAY, VHICH HE EXPECTED, HIS INTENTION VOULD BE TO TAKE THINGS
; ..mmn WITH US ON A BILATERAL BASIS WHEN HE VISITED LONDON ON THE
M ﬁ MAY. HE HOPED THAT DURING THAT YiSIT HE YOULD LE ABLE TO
m UNDERSTANDINGS WITH US AND THAT WIS VIS!T Y0 LOwDOR
ERHAPS PAVE THE WAY FOR A VISIT BY THE PRIME MINISTER TO S:E
| mwm- ~ AS HE SAW IT, THIS LATTER VISIT VOULD NOT BE
OTIA ;:;{M_-_ ETAL ﬁ;m HAVE A PILATERAL TALK ABOUT THE
AL -m-m!lcu AND EUROPEAN INTEREST.
JEFORE THIS MEETING TOOK PLACE 1T WOULD
s M GOING TO BE SUCCESSFULs AND
TWO OUTSTANDING DETAILS TO PE
| _a:ﬂﬂf THEY NERE RESOLVABLE.

J_* 13 .’hﬂ'h pR
a u.i ‘JMM 'S
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MINISTER wouLD DO EVERYTHING IN MWIS POWER To ENSURE THAT THESE .
MEGOTIATIONS SUCCEEDEDs AND THAT FURTHERMORE, GIVEN THE FACT THAT ‘
EUROPE HAD BEEN ONE OF THE MAJOR THEMLS OF HIS WHOLE POLITICAL

CAREER AND ALSD THAT IT VAS M. POMPIDOU’S INITIATIVE AT THE HAGUE

WHICH GOT THESE MEGOTIATIONS GDING, 1T wOULD SURELY EE HATURAL TO

SAY THE LEAST THAT THEY SHOULD AT SOME TIME MEET AND INVOLVE

THEMSELVES IN THEIR SUCCESSFUL- CONCLUSION,

3. GIVEN THE LACX OF COMMUNICATION BETWEEN THE ELYSEE ANMD THE
QUAL, 1| FELT 1| SHOULD ASK M, SCHUMANN WHETHER | COULD TAKE IT THAT
THIS WAS THE PRESIDENT’S VIEW. "HE REPLIED THAT HE HAD NOT
DISCUSSED IT WITH THE PRESIDENT: WHAT HE HAD SAID REPRESENTED HIS
Okl PBERSOMAL THOUGHY. HE THEN SAID RATHER POINTEDLY THAT PERHAPS
I HAD DISCUSSED IT WITH THE PRESIDENT AND | WAS AELE TRUTHFULLY

TO SAY THAT | HAD HOT.

&, | THEN WENT OM TO SAY HOW GLAD | WAS TO HEAR M, SCHUMANMN TALK
ABOUT A THAW 1IN THE MAY MINISTERIAL MEETING. | KNEW YOU ATTACHED

THE GREATEST POSSIBLE IMPORTANCE TO THIS. IF THE NEGOTIATIONS WERE
TO SUCCEED IN THE TIME SCALE WE HAD ENMVISAGED, IT WAS ESSENTIAL

THAT WE GET SOME MOVEMENT 1N THE MAY MEETING, AND THAT PUBLIC

OPIH10H SHOULD SEE 1T AS BEING A NOTABLE IMPROVEMENT ON THE LAST

T, M. SCHUIMANN SAIN HE ARSALUTELY ACREED AND HE WAS SURE THAT

THIS WOULD BE THE CASE. | ASKED HIM WHAT HE MEANT BY A THAW AND

HOW FAR HE THOUGHT IT WOULD BE POSSIBLE TC G0. HE REPLIED THAT ME
HAD HOT THOUGHT THIS THROUGH YET. | SAID THAT | THOUGHT YOU MWOULD
HOPE TO SEE PROGRESS MADE ON ALL QUTSTANDING QUESTIONS DIRECTLY
"RELEVANT TO THE NEGOTIATIONS. HE SEEMED DOUBTFUL ABOUT THIS: SO |

, SAID THAT IT WOULDNOT BE ENOUGH IF AGREEMENT VERE TO SE REACHED
MERELY ON, SAY, FHIHGIFLES WHICH SHOULD GOVERE OUR CONTRIBUTION
EARLY YEARS. HE REPLIED THAT THAT VOULD ALREADY BE SOMETHING,
8, BUT BY M0 MEANS ENOUGH, | WAS ANXIOUS THAT THERE SHOULD -
4 |SUNDERSTANDING, THE HECCTIATIONS WERE REACHING A

"‘Tﬂﬁh AND FOR MY PART | WOULD mﬂ%
?!ﬁ"mrs WITH YOU AND aw#ﬂw
R WHEN | WAS |¥ LONDOM, iﬁw
vy mumv FIXED A DATE.

[ WENT Q0 ‘Lm:r hﬁhi‘# W

1 41,.-..-‘;
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COULD ASSURE YOU THAT THE FRENCH GOVERMMENT WERE NOT INMTENTING
TO RAISE ANY FRESM MATTER FOR CONSIDERATION 1 THE MEGOTIATIONS.
ME ASSURED ME THAT HOTHING WAS FURTHER FROM THEIR MINDS,

6. | ASKED ¥, SCHUMANN HOW THEY WERE GETTING ON WITH .- THEIR TALKS
WITH THE NEUTRALS. HE SAID THESE WERE PROCRESSING. THIS WAS NOT

A NEW FACTOR SINCE IT HAD BEEM PARTICULARLY REFERRED TO IN THE HAGUE
COMMUNIQUE: BUT HE REMINDED ME THAT THIS REFERRED TO THEIR

PROBLEMS BEING RESOLVED BY THE TIME WE JOIMED THE COMMUNITY:s IN
OTHER WORDS 1IN THIS RESPECT A DISTINCTION WAS TO BE DRAWN BETWEEN
THE END OF THE NEGOTIATIONS ON THE OME HAND AND QUR JOIHING THE
COMMUHITY ON THE OTHER,

SOAMES
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BRITISH EMBASSY,
PARIS.

// =l April 1971

UK - WEC Nesotlations

: Our negotiations are clearly annroaching &
critical phese, I have tried to et out 1n

__. Schewatic form in the enclosed memorandum what
SEel L0 e 0 De the principal lactiors arrecuing
the political climste here so far as our
candidature is concerned. I have also tried fo
suggest how the French see the nezotiations and
What they are currently thinging aboui the main
iszues outstanding i1n the negetiations.

"2, The plcture as I see it is this. Pompidou
has never been - and is not now - enthusiastic
apout our entry. (Enthusiessm is anyway not part he
of his make-up.) He probably does not believe
the present Community will disinteprate if
ot Join 1t. He i3 not scered of German
ire and believes that Itelians alweys have
lce. He would no doubt admit thats, in
ilure, the Comnunity would staznate
Gt 80 what? Poupidou is no
anting for political unification.
rd-bargeinine, reticens
imagination and no talent
206 the all-important rinance
and has reached agreement
1gS of an economic and
uﬂﬂmﬁ 'ma%;[um-taﬁm 5
thg had Lo pay for
— ggnﬂﬂ,m. Ny




3. in these circumatances I am sure that 1% is rieht
for the Prime Minister to think in terms of a
personal meeting with the President - 2t the right
moment (which locks 1ike beinz late iay) and on
condition that the French help - particularly at

-she May Ministerial meeting - to create the right
setting. '

&£ 4

4, There are three reasons for this judzment.

The first is that I velieve there 1s a deal %o be
8truck. The second is because I em convinced that
this is the only way in which a deal can be struck.
Ine third is because, if no such meeting were to
take place, posterity would surely judge us harshly
for not teking the risk.

. 5. The French (from the President down) are waiting
.~ for us to make the move - partly no doubt for ressons
of national Eride, but a2lso because nobody here

- Seriously believes that the centuries-old hatchet

. of Anglo-French enimosity can be buried by remotie
~eontrol in Brussels.

. T

.~ But the French are realists. Whilst Pompidou
. Prime Lilnister to come to Paris, he knows
that he will not go to Canossa. This
shiere must be a favourable build-up to
1ot & erisis. This 1s a card which
nce - for success or failure.
ehitly said, 1t is danzerous to try
two ng Hence the pap
)31tlons on the main neepoti-
arroved before the two leaders
asonable vrogress must be
4 n May and I believe
a5 indicated that he

s 600" n the dini
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or should po. The enclosed paner shows what I
think are the hard elements in the Irench pozition
and where there may be glve. From this poat I find
it difficult to belleve that we shall be able to
arrive &t & packege deal with the French unless ve
are prepared to move on Community finance, to con-
cede the princinle of full Community rreference
from the start and to enter into some Kind of
undertaking in principle with repard to the lfuture
of sterlinz. In return, the French will clearly
have to move 6n finance, on sugar and a lonz way
indeed on New Zealend. Such & give and take could
only be reached in & vackage deal and it is in
these terms that Pompidou is thinking.

8. So much for the artichoke. That about the
sauce? I know that the Prime Minister does not
intend that his dialogue with the President be
confined solely to the issues outstanding in the
‘negotiations. He certainly has his own ldeas

: about the wider aspects. Three obvious points

(a) the Prime Minister will wish to stress
- that joining the economic community 1is
- for us the beginning of a road which must
e %0 closer political - and eventually
= -~ collaboration for Eurove, as also
argence of a Europe which will Dbe
G wuggnﬂant_nf the United States -
inancially and industrially -
to-day;

be wise {0 reassure
v we share his view of
3 of nation state:
h 10 move




(¢) culture. ¥e have someno

Pompidou over the lanzuspe humo. -
Can enlarge on this nearer the tice.
9. To sum up, I believe that there 1s room for a
deal which will oven the door of surore to us. I
@lS0 Delleve that the only peonle who can uniock the
aoor to us are the French. wnilst they do not enpy
isolation (in the way that the Generzl did), the

s$i11 do nmot expect any sericus pressurs

=i -

thair tnars.. ET._EH ‘Eelie 'Lfa et =& il e ]

T i
e W --ﬂ 2T Lo W

resort the mens will acaguissce in what thev

declde and that the Italians can bz fixed. The
Shey patronise, and the Dutch thev admire

but di - <So0X comes down %o an Anglo-French

unders ing. Finally, until Pompidou has heard

himself from the Prime Linister what zre the Iimits

- beyond which ®e cannot and will not go, there rem=ins

- & real risk that he will simply misjudsze both how

. high he can set the hurdle 2nd what 2 deal w=ith us

‘really involve for France. If that haprened,

11d have gone by defzult.

L
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THE FOLITICAL CLIMATE

1-'

mhiﬂ 1ﬁ 3} ¥ i " vy B | I =
clusion of thh t1ill on the whole favourable to the successful con

@ negotiations with us, though not by any wide margin.

2 the Fresident continues to state categorically in private
conversations - and not only with British visitors - thot he
genuinely wants the negotiations to succeed. The French Government
says the same thing in its publie ministerial speeches. In both
casea the statements are invariably gqualified by the reservation
that BSritain must accept all the rules and not expect any

special treatment extending beyond a strictly defined tranaitional
period. These professions of good will may, of course, be no

more than dust thrown in the eyes of the outside world. Hut their
effect on public and political opinion in France (where 645 of
those canvassed in the most recent publiec opinion poll expressed
themselves in favour of British accession) has been such that the
French Government would be discredited if it now placed itself

in the position of opposing Britasin's entry other than in clear
defence of some vital French interest. Tublic opinion is not
expecting another French veto and the present Fremch Government
does not give the impression of having any stomach for one.

3. This cautious readiness to do a deal with Sritain (largely
on French terms, of course) is in keepiny with President Tompidou's

more realistic aprraisal of the French role in the world as
= compared with the quixotic visions of his predecessor. (The

Algerian debacle must agein have reminded him both of the atrict
1imits of French power and of the dangers of putting off decisions).
Thera is little doubt that the President would regard with concern
the prospect of renewed and inereasing bitterness teiween France
| 5nd Brizain - with its spillover on relations within the ZEC.

A third plus from our point of view is the President's concern
- ies which an ever more powerful Germany may be

3, particularly when Chancellor Brandt is no

n. In this context he sees Buitain's presence

as offering a healthy counterweight to

ninance. But this conaideration is muted

r - and good personal relations with the

L as by the nagging fear that once inside the
creusinzly gang up with Germany in

‘their ce.

outtedly operates in our favour is
present Britiah Government is one
ith (in contrast to its

tion felt for the
Skiing Britaints basie oo

S
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e J:t‘-ﬁr'tiﬂh, and in some

- cases pro-soviet, bius of parts of
the Jual d'Orsay - especially in luurhﬂmﬁnmiu Jirectornte ﬂnnﬂcd.
by . Brunet (who plays a leading part in our ne L"‘;.] stions ) - huve
taken full advantuge of this: hhicl helps to explain the generally
unhelpful, if not dﬂt'-l-ll:llf hoatile, 11:.'.1 ude ac ul ted in ]I.l"" last
few months by the French negotiators in Brussels. From the Quai

d'Orsay have re- emerged one after the other all the ols stage
props Irom the era of 1. Couve de Murville: the Trojap horee,
the danger of a new iron curtain in Lurojpe if the Community
enlarges anl consolidetes itself, the price which the Americans
will exsct for acjuiesence in bhe increused dl erimination
against them implicit in enlargement, the need to make suitable
arrangements with the neutrals before any final settlement

¢an be reached with us, the inevitable disappearance of the Frﬂnch
language in what would become an En:lish speaking Community, and
the likelihood of the latter degenerating into an Atluntiec free
trade zone. These prejudices are entrenched in the Juai:
elsewhere, including the Elysée, they are spprehensiona.

7. As far as the President himself is concerned, a significant
" handicap i=s his rreoccupation with the French internal scene znd the
extent to which he tenda to judge things in terms of domestic
litiea. Although French opinion as & wnole is substantizlly in
gqvnur of our accession, FPompidou has his Enoch lowells and
Allauns to contend with - enlergement is not a po_ular issue
elither with the Faullist ultras or with the Communists. It is
arguable that Fresident Fompidou exagzerates the capacity of
toth these slemenis to cause nischief. But from our point of
X wiew what matters is that he Joes regard them as forces to be
i} I rngknﬁgﬂ with: and this reinforces his instinctive caution.

the: inhihiting factor is the Fresident's lack of any
m wvision. The axistingf’is convenient and profitatle
<3 hg wunts a Buropean Eurapa and recoznises that
X ;'ﬁhpugh not integration) will be needed to achieve
: is convinced of the need for France
dependent”. This is indeed one of the

mp;ivntn hias foreign policy.

idan h’liﬂﬂﬂ that the British attitude

g&mmuuﬂq he is not wholly
nstinetive and deep-seated

and are pepared wholcheartedly

OQur proposals on Comamunity

v ::tunt-lxinting lrrlgﬁ;llhti

. 8 producers p on

he statu fﬂ&':&nﬂl
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139 poseitility of our reopening the gquestion of m jority voting.
He is afraid thlt wa shiall bring with us a number of client
States servile to our wishes, and that in addition the Dutch

I’ﬂ” others amongst tie Six will tend to gravitate into our orbit,
This makes him feur for the fragility of the 1966 Luxembourg
armistice (on unanimity), and doubly hesitant about agreeing

t0 review clsuses, whether in respect of New Zeuland, or sugar,
or our contribution to the commuuity budget.

THE NEGOTIATIONS SEEN THROUGH FRENCH EYES

11. The French public are much less worked up about the negotiations
than are the British. To the extent that he follows %hat goes on

in Drussels the French mun-in-the-street sees it as an interesting
battle of wits between two well matched players. There is very
little awareness, except among 4 restricted inner ecirecle, of

what is at atake, and few people in France (and Fresident Fompidou

is not amongst them) believe tiat the Community will disintegrate

if either party to the negotiastions decides at the end of the

day that the terms available are unacceptatle.

12. With very few exceptions the French -- toth inside and outside
the Administration - are genuinely puzgzled by the freguent British
complaint that they give no sign of really wanting us. It is
fundamental to the French approach that we are demandeurs and
gestures of spontaneous good will towards the other party do
not exist in the French negotiastinzrepertoire. The French have
never believed in the possitility of short and sharp negotistions
and have never been prepared to leave secondsry issues for
settlement after accession. This is a marriage contract in which
- 'tﬁ!«ﬁﬂﬂiﬂﬂﬂﬂ 8ide has to be settled between the lawyers before the

are well aware of our difficulties with publiec

on, and the pressure this puts us under to
It would be untrue to their character
his a strengthening of their bargaining

'_ms;un&hm inside and outside the
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are persuaded that the British are really prepared to put both
feet in Zurope (as Fompidou puts it).

THE FRENCH ATTITUDE T0 THE MAIN NEGOTIATING ISSUES
Community Budget

15. Our present proposal (34 rising to 153) is regarded by
¥renchmen of all shades of opinion as wholly unscceptable. The
total transfer of levies from the first day is a fundamental
requirement in French eyes and it is not btelieved that 35+ would
even cover this element, let alones any fraction of the other
two elements of ressources propres. ihilst there is give in the
French position on these latter two components they are rigid
in rezard to levies: and any eguivoeation on our part in this
respect directly feeds the suspicion that we still have not
fully accepted the Common Agricultural Poliey and its financial
consejuences.

16. Our projosed breakout point of 15% is similarly regarded
with suspicion - especially by the President. I believe
the French can be brought to accept a period of correctives
provided that itallowed for a ressonable rate of _rogression
&nd led us after & years to a figure near our protable final
commitment. They understand why we need a modest starting
1k, but find it bhard to understand why after - years
sh virtually to flatten out the rate of eclimb. They are
picious that, if we rise no higher than 165, we
'selves obliged when the time comes - even if
esent intention - to plead incapseity
rces propres. This would bring the entire
ST ge back on to the Community table
h the French are prepured to run.

unofficial inlications that the
5 of a starting figure for the
'ﬂmmmﬁ btedly o {;ﬂ
t,;figﬁﬁi first alternative
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19. Apart from the die-hards in the <usi d'Orsay many officials
concerned with the New Zeszland problem are prepared to
acxnowledge in private that s cut-off after 5 years is an
unreasonabtle proposition ani re begimming to talk in terms of
& possible prolon ation of suuranteed access until, say, 1980

in 1line with their propossls for Commorse:lth sugar}. French
e@xperts recognise that alternative outlets ure fow (thouzh Japan
and Chinu are still mentioned as possibilities), but they contend
that New Zealand will noteven try to diverasify her economy for as
long as there is talk of long-term guaranteed access. They
profess to belieye thnt world demand for dairy products may well
rise snd that tiere msy consequently be gpace in an enlarged
Community for a continuin: supply of New Zeslind tutter: but they
nevertheless insist, both on principle and for the practieal
reason mentioned abtove, that any arransement made today for
New Zealand must be degressive in auantity and limited in time.

20. The guestion of continued zuaranteed access for New Zealand
tutter vresents a genuine political rroblem for the French
Government. Apart from the instinctive or osition from the farming
Community to any such arrangements, there is very little public
sympathy in France for Kew %Z:aland's case. The New Zealand farmer
is widely thought to be much better off than his French
counterpart and few Frenchmen are yet convinced that there would

_ in practice be much room in the British market for toth New Zealand
- ond Community rroducers, sspecially in view of the likelihood of

o VR A

emand contracting as the prices of butter rise.

accept that they will have to make room in the
inuing imports of Commonwealth susar: tut for
i longt It irritates them that their rartners
Imﬁggggagggaa at speeisl prices for
ien they refused it - in the Yaounlé context -
8. ground-nuts) essentisl to thae
can territories. Furthermore they
3 Agreement will fall due for renewal
iccess for Commonwealth sugar
PR .
rtalr e d par ©
cers. This will cost the
deal of money: shall we be
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6.
COXMUNITY rnEFERENCRE
33- ,Therf has bLeen some lesasenin: of tension here on this issue
I Enﬂ_ni t.':a Iﬂ-lltﬂﬂm":‘ Qf‘ tlvl:"._!i t;‘_ﬁci”']iﬂl-l-_l .'il if]r‘,uﬂﬂjﬂhfi. 1'1:"1‘.:1'"'!3?'1 1.’]-: i:'-l :E-"‘.ﬂ&
on full preference from the cutset remains as firm ss ever, but
It Seems to be increasingly beliesved thet we will sgree to this

once the technical probvlems (which are admitted to
been resolved,

STERLING

axist) have

ek. The French have three main congiderations in mind on this
issue. The Tirst - and this is in particular true of Preaident
Fompidou - is tht they genuinely believe that it would be
contrary to the interests of the Community to incorporate

sterling just as it is - with its debts, balances and reserve
role. OJecondly, they realise thet, if they want to see something
done about these problems, this is their last and only chance:
once we were in the Community it would te impossitle to exercise
any effective pressure upon us. They fear that the recurrent
erises ol sterling would then completely pre-empt the Community's
medium term support facility, to the detriment of other possible
users such as the French, and force us to seek constant derosntions
(import restrictions ntci and perhaps also to devalue. Thirdly,
they believe that many of their doubts z2bout sterling are shared by
others in the Community and thst they can safely open up this
issue (though they would have preferred the Germans to do it for
them) without incurring the risk of further isolating themselves.

5. fhat do they expeet from the negotistions and/or discussions
ubject? They are likely to press very hard for the early -
abolition of the preferential access to the
2t now enjoyed by the Commonweslth. Although ther,
their attitude on this score towards unler-
n countries they feel thut countries like
f well cover their financial needs in the

» and the reserve role, there is no

maintain that these problems can be
Community framework alome or within

ations. It is also doubtful whether
Jh i:hwdm t?- proble
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not, to keep closely in step, fin

aneially and therefore
politically, with the Americans,

s i ™
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