
l O D O W N I N G S T R E E T 

From the Secretary for Appointments 22 October 1979 

I have a l r e a d y passed on to John Hunt and Michael F r a n k l i n 

the main p o i n t s which arose when I saw Jacques V/ahl i n P a r i s l a s t 

Thursday, and the purpose of t h i s l e t t e r i s simply to r e c o r d them 

more f o r m a l l y . 


Rather to my s u r p r i s e Wahl d i d not take a p a r t i c u l a r l y tough 

l i n e on the Community Budget. He s a i d that the French acknowledged 

t h a t we had a problem, but i t was worse than i t need be f o r two 

r e a s o n s . F i r s t , B r i t a i n had not i n t e g r a t e d her a g r i c u l t u r a l t r a d e 

i n t o the EEC as much as she might have done and she was s t i l  l 

i mporting too much from t h i r d c o u n t r i e s . I f we imported more from 

the Community, t h i s would reduce our l e v i e s and thus our t o t a l 

budgetary c o n t r i b u t i o n . I f we were to take a c t i o n on these l i n e s , 

i t would go down p a r t i c u l a r l y w e l l with h i s Government. Second, 

the l e v e l of investment i n the UK economy should be r a i s e d . T h i s 

would reduce consumption and t h i s would i n turn reduce our VAT 

c o n t r i b u t i o n . We should bear i n mind t h a t i f some budgetary r e l i e f 

was t o be found f o r the United Kingdom, i t was l i k e ] y to be 

p r i m a r i l y at the expense of Germany, and f o r t h a t reason he would 

expect the Germans to welcome any move on our p a r t to reduce our 

gross c o n t r i b u t i o n . I f we were prepared to o f f e r commitments on both 

h i s p o i n t s at the Dublin meeting of the C o u n c i l , he thought t h a t the 

chances.of f i n d i n g a s a t i s f a c t o r y s o l u t i o n would be improved. 


I n r e p l y to h i s f i r s t p o int I s a i d t h a t B r i t a i n had a l r e a d y 

changed her p a t t e r n s of t r a d i n g f a r t h e r and f a s t e r i n the period s i n c e 

our a c c e s s i o n than any other member of the Community had done in 

comparable c i r c u m s t a n c e s . We had i n any case a p a r t i c u l a r problem with 

New Zealand (which V/ahl r e a d i l y acknowledged). As regards h i s second 

p o i n t , nobody wished to see the l e v e l of investment i n the UK r a i s e d 

more than the present Government. I t was a fundamental part of t h e i r 

economic p o l i c i e s t h a t more r e s o u r c e s should be switched to t h a t part; 

of the economy which was wealth c r e a t i n g . The Cabinet had been 

meeting t h a t very morning to take d i f f i c u l t and c o n t r o v e r s i a l 
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d e c i s i o n s to b r i n g p u b l i c expenditure under c o n t r o l and thus to 

reduce the demands which the p u b l i c s e c t o r was making on the 

economy. But even i f we were to accept that there was substance 

i n h i s p o i n t s , n e i t h e r of them o f f e r e d the prospect of an e a r l y 

r e d u c t i o n i n our c o n t r i b u t i o n . The B r i t i s h Government was 

determined to f i n d a s o l u t i o n which would give us. a broad balance 

between our gross c o n t r i b u t i o n and our r e c e i p t s i n 1980. I n that 

year our net c o n t r i b u t i o n was going to be £1,000m and, p a r t i c u l a r l y 

at a time when a number of p u b l i c expenditure programmes were being 

reduced, i t was p o l i t i c a l l y impossible for the B r i t i s h Government 

to see a net outflow of t h i s s i z e c o n t i n u i n g . The B r i t i s h 

Government saw the problem as one of e q u i t y . They cou l d not accept 

t h a t B r i t a i n should be i n the uniquely unfavourable p o s i t i o n w i t h i n 

the Community of being both a net c o n t r i b u t o r to the Budget and of 

having a below average gnp per c a p i t a . For these reasons, the 

B r i t i s h Government was looking for a s o l u t i o n at the Dublin C o u n c i l : 

the longer the problem was l e f t the worse i t would become. Wahl and 

I l e f t the matter t h e r e . 


We a l s o touched on f i s h , but he did not seem to be t a k i n g the 

"guerre des l a n g o u s t i n e s " very s e r i o u s l y . 


When we turned to n u c l e a r matters, Wahl was at p a i n s to say that 

i f the Prime M i n i s t e r wanted to d i s c u s s such s u b j e c t s w i t h 

P r e s i d e n t G i s c a r d during h i s v i s i t next month, i t was up to us t o 

r a i s e them. The French had had enough of g e t t i n g nowhere on t h i s with 

the Labour Government. He added t h a t the French Government were 

determined to p r e s s ahead with t h e i r SSBN programme. As regards TNF, 

they were c o n s i d e r i n g , as a l t e r n a t i v e s , what he c a l l e d a French SS20 

and a French C r u i s e M i s s i l e : they had s t u d i e s on both p o s s i b i l i t i e s i n 

hand. They were a l s o s t u d y i n g a " r e i n f o r c e d r a d i a t i o n weapon" which 

he s a i d was l i k e the ERW but was not q u i t e the same. He d i d not 

e l a b o r a t e on the d i f f e r e n c e s . 


I a l s o r a i s e d Rhodesia with him and emphasised t h a t we should 

need the help of the French Government and of our other a l l i e s when we 

reached the point of seeking i n t e r n a t i o n a l support f o r our p r o p o s a l s . 

I mentioned to him t h a t Robin Renwick was v i s i t i n g both the E l y s e e and 

the Quai the f o l l o w i n g day to b r i e f French o f f i c i a l s on the present 

p o s i t i o n . 


I am sending a copy of t h i s l e t t e r to George Walden (FCO). 


Martin V i l e , E s q . 



