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SUMMARY RECORD OF DISCUSSION DURING A LUNCH GIVEN BY THE PRIME MINISTER 

FOR THE PRIME MINISTER OF NEW ZEALAND, THE RT. HON. ROBERT MULDOON, 

AT 10 DOWNING STREET on 11 JUNE 1979 AT 1315 HOURS 


P r e s e n t : -

Prime M i n i s t e r Rt. Hon. R.D. Muldoon, CH, MP 
Rt. Hon.
R t . Hon.
Rt. Hon.

 W i l l i a m Whitelaw,
 L o r d C a r r i n g t o n 
 P e t e r Walker, MP 

 MP HE the New Z e a l a n d High 
Commissioner 

Mr. A l i s t a i r B i s l e y ( F o r e i g n 
A f f a i r s A d v i s e r t o t h e 

S i r H a r o l d Smedley (High Commss 
W e i l i n g t o n ) 

Mr. B.G. C a r t l e d g e 

oner, Prime M i n i s t e r ) 
Mr. B.J. Lynch (Deputy High 
Commissioner 

B u t t e r 


When the c o n v e r s a t i o n t u r n e d t o p o l i t i c a l m a t t e r s , the Prime 

M i n i s t e r asked Mr. Muldoon how he saw the p r o s p e c t s f o r New Z e a l a n d 

b u t t e r . Mr. Muldoon s a i d t h a t the Prime M i n i s t e r had o n l y t o 

remember one f i g u r e : 100,000 tonnes. T h i s was the quota f i g u r e 

which New Z e a l a n d wished t o agree w i t h the EEC. The p r o p o s a l s 

put f o r w a r d by Commissioner Gundelach were i n g e n e r a l s a t i s f a c t o r y , 

s u b j e c t t o the i n s e r t i o n i n them of the r i g h t b a s i c quota f i g u r e . 

The Commissioner's p r o p o s a l s met New Zealand's requirement f o r a 

l o n g term agreement w i t h the Community, i n s t e a d o f annual a r j u m e n t s . 

Mr. Muldoon s a i d t h a t Commissioner Gundelach had t o l d him t h a t he 

spent more time on t h e a f f a i r s o f New Zealand than on t h o s e of any 

o t h e r c o u n t r y o u t s i d e t h e Community. Mr. Muldoon went on t o e x p l a i n 

t h a t u n l e s s New Z e a l a n d c o u l d a c h i e v e economic growth, she would 

never be a b l e t o overcome the problems c r e a t e d by the w o r l d i n c r e a s e 

i n o i l p r i c e s . 


Mr. Walker s a i d t h a t , when he had h i m s e l f met Commissioner 

Gundelach a few days b e f o r e , the Commissioner had mentioned the 

f i g u r e o f 90,000 tonnes as a p o s s i b l e t a r g e t . Mr. Muldoon 

e x p r e s s e d c o n s i d e r a b l e i n t e r e s t i n t h i s and commented t h a t i f a 

compromise were e v e n t u a l l y t o be reached on a f i g u r e o f 90,000 t o n n e s , 

New Z e a l a n d c o u l d p r o b a b l y l i v e w i t h t h i s : but i n o r d e r t o a c h i e v e 

i t  , they would have t o put i n an o p e n i n g b i d o f 100,000 tonnes. 


/Mr. Walker 
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Mr. Walker s a i d t h a t Mr. Gundelach's v i s i t to New Z e a l a n d had produced 

a v e r y good and p o s i t i v e e f f e c t . There was, however, a problem 

i n the p r o p o s a l t h a t s u p p l i e s of New Zealand b u t t e r s h o u l d be l i m i t e d 

t o a s p e c i f i e d p e r c e n t a g e of the B r i t i s h market. Mr. Muldoon con­

f i r m e d t h a t t h i s would not be a c c e p t a b l e t o New Zealand. The 

Prime M i n i s t e r s a i d t h a t she c o u l d w e l l understand t h i s , s i n c e t h e 

UK market depended on the f l u c t u a t i n g p r i c e r e l a t i o n s h i p between 

b u t t e r and m a r g a r i n e . Mr. Walker p o i n t e d out t h a t the o t h e r Members 

o f t h e Community b e l i e v e d t h a t t he market f o r b u t t e r would d e c l i n e ; 

they c o n s e q u e n t l y p r e f e r r e d t o e s t a b l i s h t he New Z e a l a n d quota on a 

p e r c e n t a g e b a s i s r a t h e r than commit themselves t o a f i x e d q u a n t i t y . 

He thought t h a t the Community might be p r e p a r e d t o o f f e r , f o r example, 

a f i g u r e o f 110,000 tonnes, t i e d t o a p e r c e n t a g e of the UK market, 

o r a l t e r n a t i v e l y a quota of 80,000 tonnes w i t h no p e r c e n t a g e l i n k . 

The B r i t i s h Government would need a d v i c e from t h e New Z e a l a n d Government 

on the optimum f i g u r e between t h e s e extremes f o r which New Z e a l a n d 

c o u l d s e t t l e . Mr. Muldoon s a i d t h a t New Z e a l a n d d e f i n i t e l y w i s h e d 

t o a v o i d a p e r c e n t a g e l i n k but might be a b l e t o s e t t l e f o r a q u o t a 

of 90,000 tonnes w i t h no such l i n k . 


Mr. Walker s a i d t h a t he thought t h a t t h e New Z e a l a n d Government 

had a c h i e v e d c o n s i d e r a b l e s u c c e s s i n t h e i r c a r e f u l c u l t i v a t i o n o f 

EEC Members; they had c r e a t e d an atmosphere i n which the Community 

would f e e l a c u t e l y g u i l t y about any measures which c o u l d be 

r e p r e s e n t e d as i l l - t r e a t m e n t o f New Z e a l a n d . New Z e a l a n d e r s s h o u l d 

m a i n t a i n t h e i r d i p l o m a t i c e f f o r t s . Mr. Muldoon commented t h a t he 

was t r y i n g t o moderate h i s p u b l i c comment on the EEC. Mr. Walker 

added t h a t the UK would have t o work v e r y hard on the I r i s h . 


Sheep Meat 


Mr. Walker s a i d t h a t the sheep meat problem would come b e f o r e 

the C o u n c i l o f M i n i s t e r s i n J u l y . The k i n d o f sheep meat regime 

on which the UK was at p r e s e n t i n s i s t i n g would, he was s u r e , p r o v e 

u n a c c e p t a b l e t o the French. The Prime M i n i s t e r made i  t c l e a r t h a t 


/she had 
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she had s t r o n g r e s e r v a t i o n s about a sheep meat regime i n any form. 

Mr. Walker s a i d t h a t he thought t h a t t h e UK s h o u l d be p r e p a r e d t o 

acce p t a regime p r o v i d e d t h a t New Zealand's i n t e r e s t s were a d e q u a t e l y 

s a f e g u a r d e d and t h a t t h e regime a l l o w e d f o r the f r e e e x p o r t of UK 

lamb t o F r a n c e . I f the French were p r e p a r e d t o accept t h e s e c o n d i t i o n s , 

w e l l and good; i f n o t , t h e r e would be no regime. 


Mr. Muldoon s a i d t h a t sheep were New Zealand's s i n g l e most 

i m p o r t a n t p r o d u c t and an i n t e g r a t e d i n d u s t r y , f o r wool as w e l l as 

meat, had been b u i l t around i t  . I f New Zeal a n d c o u l d not s e c u r e 

a growth a r e a i n her e x p o r t s , her economy would i n e v i t a b l y go down­

h i l l  . I n answer t o a q u e s t i o n from L o r d C a r r i n g t o n , Mr. Muldoon 

c o n f i r m e d t h a t New Ze a l a n d had developed a breed of lamb f o r the 

UK market and t h a t t h i s type o f lamb was u n s a l e a b l e e l s e w h e r e . 

Mr. Walker s a i d t h a t the UK s h o u l d be a b l e t o make more room i n 

our domestic market f o r New Zealand lamb i  f we c o u l d e x p o r t more 

t o the C o n t i n e n t . L o r d C a r r i n g t o n s a i d t h a t t h e Fre n c h would 

e i t h e r have t o d i s r e g a r d the European C o u r t ' s l a t e s t r u l i n g o r 

agree t o take i n UK lamb; he thought t h a t they would, i n the end, 

acce p t a regime o f the s o r t we had i n mind. The Prime M i n i s t e r 

s a i d t h a t the t r o u b l e w i t h any regime was t h a t i t s terms might 

be acceptable i n i t i a l l y , but t h a t t h e s e c o u l d s u b s e q u e n t l y be 

m o d i f i e d . Mr. Walker p o i n t e d out t h a t t h i s c o u l d o n l y be done w i t h 

the agreement o f a l l concerned, i n c l u d i n g t h e UK. 


Mr. Muldoon t o l d t h e Prime M i n i s t e r t h a t New Zeal a n d had at 

p r e s e n t a d e f i c i t o f $250 m i l l i o n on her i n v i s i b l e s account w i t h 

the UK, a l t h o u g h New Ze a l a n d had an o v e r a l l t r a d e s u r p l u s . I f 

New Ze a l a n d was p l e d g e d t o a c c e p t a sheep meat regime, t h i s would 

amount t o a l o s s o f ground s i n c e , as the Prime M i n i s t e r had s a i d , 

t h e terms o f a regime c o u l d always be t i g h t e n e d . A B i l  l on beef 

i m p o r t s , which would a l l o w the import o f beef i n t o t h e U n i t e d 

S t a t e s o n l y when t h i s was n e c e s s a r y t o make up f o r a domestic 

s h o r t f a l l , was c u r r e n t l y under c o n s i d e r a t i o n by the US Congress 

and, a l t h o u g h m o d i f i c a t i o n s might be made t o i t  , the " c o u n t e r ­

c y c l i c a l " f o r m u l a had e v i d e n t l y been a c c e p t e d . Mr. Muldoon went 


/on t o say 
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on t o say t h a t , i n h i s view, t h e e n t i r e Common A g r i c u l t u r e P o l i c y 

was a nonsense so f a r as the UK was concerned: not o n l y d i d i  t 

have t h e e f f e c t o f r a i s i n g p r i c e s f o r the UK consumer but i t 

pl e d g e d the B r i t i s h Government t o pay f o r t h i s as w e l l . The 

Prime M i n i s t e r agreed and mentioned a p o s s i b l e French p r o p o s a l 

under which the c o u n t r i e s which produced a g r i c u l t u r a l s u r p l u s e s 

would become r e s p o n s i b l e f o r p a y i n g f o r them. Mr. Walker s a i d 

t h a t he thought the Fren c h were t a l k i n g o n l y about f u t u r e s u r p l u s e s 

t h e i r purpose was t o f r e e z e B r i t i s h a g r i c u l t u r e a t i t s p r e s e n t 

l e v e l o f p r o d u c t i o n , w h i l e s a f e g u a r d i n g French a g r i c u l t u r e which 

had reached i t s c e i l i n g . F r a nce was u s i n g t h e CAP t o de f e n d h e r 

s o c i a l s t r u c t u r e . U n f o r t u n a t e l y , i t was not i n the UK's power 

t o a c h i e v e a s u b s t a n t i a l r e f o r m o f the s t r u c t u r e o f the CAP. 

Mr. Muldoon s a i d t h a t he was i n c l i n e d t o q u e s t i o n t h i s , i n view 

o f the f a c t t h a t the CAP had a l r e a d y been s u b j e c t e d t o s i g n i f i c a n t 

amendment. 


Mr. Muldoon went on t o say t h a t he regar d e d t h e OECD t r a d e 

p l e d g e as an e x e r c i s e i n d i p l o m a t i c h y p o c r i s y . Every y e a r one 

of the n a t i o n s which had s i g n e d the t r a d e p l e d g e t i g h t e n e d up 

i t s r e s t r i c t i o n s a g a i n s t New Zealand's a g r i c u l t u r a l e x p o r t s . 

He thought t h e r e was so wide an u n d e r s t a n d i n g o f the b a s i c 

weaknesses o f the CAP t h a t change should s u r e l y be p o s s i b l e . The 

Prime M i n i s t e r commented t h a t C h a n c e l l o r Schmidt had a c l e a r 

u n d e r s t a n d i n g o f thes e weaknesses but was unable t o do a n y t h i n g 

about i t because h i s A g r i c u l t u r e M i n i s t e r , H e r r E r t l , b e l o n g e d t o 

the o t h e r c o a l i t i o n p a r t y . Mr. Walker s u g g e s t e d t h a t t h e UK 

and New Ze a l a n d s h o u l d keep i n c l o s e to u c h on the t a c t i c s t o be 

pursued w i t h the EEC; they c l e a r l y s h a r e d the same o b j e c t i v e s . 


L o r d C a r r i n g t o n asked Mr. Muldoon whether A u s t r a l i a was 

h o l d i n g back from New Zealand's markets. Mr. Muldoon s a i d t h a t 

t h e r e were i n f o r m a l agreements which had t h i s e f f e c t ; A u s t r a l i a 

and New Ze a l a n d were c o - o p e r a t i n g i n t h i r d markets. N e g o t i a t i o n s 

were i n t r a i n which c o u l d r e s u l t i n a run down o f A u s t r a l i a ' s 

d a i r y i n d u s t r y . Mr. Muldoon r e p e a t e d t h a t the 15 per cen t gap 


/ i n New Ze a l a n d ' s 
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i n New Zealand's terms o f t r a d e c o u l d o n l y be made up by a c h i e v i n g 

growth. The New Zeal a n d f r u i t i n d u s t r y , f o r example, was gr o w i n g 

f a s t but not s u f f i c i e n t l y f a s t t o pay f o r i n c r e a s e d o i l c o s t s ; 

New Ze a l a n d ' s o i l i m p o r t s had c o s t $193 m i l l i o n i n 1973, had r i s e n 

t o $630 m i l l i o n i n 1979 and would amount t o $730 m i l l i o n i n 1980. 

The New Zeal a n d Government were making slow p r o g r e s s w i t h t h e 

Japanese on f i s h . The Japanese hated t o g i v e ground but they had 

agreed t o use New Zealand's a g r i c u l t u r a l p r o d u c t s f o r t h e i r f o o d 

a i d programme, i n r e t u r n f o r some ac c e s s t o New Z e a l a n d ' s f i s h i n g 

grounds. He had been a d v i s e d not t o embarrass t h e Japanese i n 

p u b l i c but he had a l s o been t o l d t h a t he would not make p r o g r e s s 

u n l e s s he d i d s o ; i n h i s e x p e r i e n c e , t h e second l i n e o f a d v i c e 

was the r i g h t one. Japan's a c c e s s to New Zealand's w a t e r s would 

be s t r i c t l y c o n t r o l l e d ; New Z e a l a n d had a l r e a d y a r r e s t e d two 

Japanese f i s h i n g v e s s e l s , as w e l l as s h i p s from Korea and t h e 

S o v i e t Union. So f a r as New Zealand's wool i n d u s t r y was concerned, 

e x p o r t s were i n c r e a s i n g s a t i s f a c t o r i l y , e s p e c i a l l y t o t h e West 

Coast o f the U n i t e d S t a t e s . 


/The d i s c u s s i o n c o n c l u d e d w i t h some exchanges on the f o r t h c o m i n g 

Commonwealth Heads o f Government M e e t i n g i n Lusaka, w h i c h have been 

r e c o r d e d s e p a r a t e l y ^ /
 M 


11 June 1979 


CONFIDENTIAL 


