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F o r e i g n S e c r e t a r y ) 


The Prime M i n i s t e r s u g g e s t e d , and C h a n c e l l o r Schmidt agreed, 

t h a t a f t e r h e a r i n g r e p o r t s from t h e i r M i n i s t e r s o f F i n a n c e and F o r e i g n 

M i n i s t e r s on t h e i r s e p a r a t e b i l a t e r a l d i s c u s s i o n s , t h e r e s h o u l d be 

an exchange o f views on East/West r e l a t i o n s and defence . The 

Prime M i n i s t e r asked the C h a n c e l l o r o f the Exchequer t o open the 

d i s c u s s i o n . 
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F i n a n c i a l M a t t e r s 


The C h a n c e l l o r of t h e Exchequer s a i d t h a t he had e x p l a i n e d 

t o H e r r M a t t h O f e r the UK Government's approach t o p u b l i c e x p e n d i t u r e 

and p u b l i c b o r r o w i n g and t h e s t r o n g need w h i c h t h e Government saw 

to r e l e a s e e n e r g i e s and g i v e new i n c e n t i v e s i n t h e p r i v a t e s e c t o r , 

e s p e c i a l l y t o s m a l l f i r m s . The Government saw t h e s t r e n g t h e n i n g 

of the UK economy as i t s e l f making an i m p o r t a n t c o n t r i b u t i o n t o 

the s t e n g t h and s u c c e s s of t h e Community. S i r G e o f f r e y Howe s a i d 

t h a t , i n response t o a q u e s t i o n from He r r MatthtSfer, he had e x p l a i n e d 

t h a t t h e Government would c o n s i d e r a f r e s h t h e UK p o s i t i o n on the EMS 

but t h a t t h e r e c o u l d not be an immediate d e c i s i o n . S i r G e o f f r e y 

Howe went on t o say t h a t he and H e r r M a t t h t f f e r had d i s c u s s e d the 

R e g u l a t i o n , which was t o be tak e n at t h e EEC F i n a n c e C o u n c i l on 

14 May, c o v e r i n g the i n t e r e s t r a t e s u b s i d y t o I t a l y and I r e l a n d 

as l e s s p r o s p e r o u s c o u n t r i e s p a r t i c i p a t i n g f u l l y i n t h e EMS. He 

had t o l d H e r r M a t t h t i f e r t h a t , p r o v i d e d the UK's p o s i t i o n c o u l d be 

sa f e g u a r d e d i n the event o f her own f u l l p a r t i c i p a t i o n , t h e UK 

need not h o l d up the R e g u l a t i o n . He and H e r r M a t t h t i f e r had 

agreed t h a t a f o r m u l a s h o u l d be n e g o t i a t e d which would s a f e g u a r d 

the UK w i t h o u t p r e j u d i c i n g I t a l y and I r e l a n d . S i r G e o f f r e y Howe 

s a i d t h a t he and Herr M a t t h t i f e r had had a u s e f u l d i s c u s s i o n about 

the UK's net c o n t r i b u t i o n t o t h e EEC Budget. He had t o l d H e r r M a t t h t i f e r 

t h a t , whatever the re a s o n s which had broug h t about t h e p r e s e n t 

s i t u a t i o n , t h e p r e s e n t and p r o s p e c t i v e s c a l e of t h e net c o n t r i b u t i o n 

was not one which any B r i t i s h Government c o u l d j u s t i f y t o the B r i t i s h 

p e o p l e . I t was damaging i n terms o f p u b l i c e x p e n d i t u r e and the 

b a l a n c e of payments and would hamper the Government's e f f o r t s t o 

put the economy r i g h t . T h i s c o u l d not be i n t h e i n t e r e s t of a 

v i g o r o u s Community. 


Herr M a t t h O f e r , S i r G e o f f r e y Howe c o n t i n u e d , had s t r e s s e d 

the importance o f h o l d i n g f i r m t o t h e one p e r cent c e i l i n g on t h e 

"VAT t r a n c h e " o f c o n t r i b u t i o n s t o the Budget. T h i s c e i l i n g might 

w e l l be reached e a r l y i n the 1980s. The Germans thought t h a t 

t h i s would e n f o r c e a r e s t r u c t u r i n g o f Community e x p e n d i t u r e . 

H e r r M a t t h o f e r had, however, noted S i r G e o f f r e y Howe's view t h a t 

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

were n e c e s s a r y and would be h e l p f u l , t h e y were v e r y u n l i k e l y t o 

d e a l w i t h t h e fundamental B r i t i s h problem. He and H e r r M a t t h t i f e r 

had d i s c u s s e d f r a n k l y some of t h e p o s s i b l e approaches t o r e m e d i a l 

a c t i o n , i n c l u d i n g , on t h e B r i t i s h s i d e , the p o s s i b i l i t y of an 
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adapted o r perhaps d i f f e r e n t o v e r r i d i n g f i n a n c i a l mechanism. 


S i r G e o f f r e y Howe went on t o say t h a t on t h e q u e s t i o n of 

s h o r t term h e l p f o r Turkey, H e r r M a t t h t i f e r and h i s c o l l e a g u e s 

had urged the UK t o r e c o n s i d e r t h e s i z e of t h e i r c o n t r i b u t i o n . 

He had t o l d them t h a t t h e Government would l o o k at t h i s a g a i n , 

d e s p i t e the need t o c o n t a i n p u b l i c e x p e n d i t u r e . The v a l u e and 

i mportance of c l o s e c o l l a b o r a t i o n between t h e major i n d u s t r i a l i s e d 

c o u n t r i e s on i n t e r n a t i o n a l economic and monetary a f f a i r s had a l s o 

been d i s c u s s e d and t h e UK and German views on t h i s were i n l i n e . 


H err M a t t h O f e r agreed w i t h S i r G e o f f r e y Howe's summary of 

t h e i r d i s c u s s i o n s . 


Community A f f a i r s 


C h a n c e l l o r Schmidt t o l d the Prime M i n i s t e r t h a t she s h o u l d 

t a k e account of the p s y c h o l o g i c a l i m p r e s s i o n w h i c h would be 

c r e a t e d i n t h e Community i f i t was t hought t h a t the UK w i s h e d t o 

embark on a f u r t h e r r e n e g o t i a t i o n of her terms of e n t r y t o the 

EEC. The Prime M i n i s t e r i n t e r j e c t e d t h a t t h e UK had no i n t e n t i o n 

o f d o i n g so. R e v e r t i n g t o the one p e r cent VAT c e i l i n g , 

C h a n c e l l o r Schmidt s a i d t h a t he thought t h a t i t would be h e l p f u l 

i f the UK and the FRG were t o emphasise t h e i r d e t e r m i n a t i o n not 

t o r a i s e t h i s . T h i s would be t h e b e s t way o f e n f o r c i n g a r e f o r m o f 

the CAP. The Prime M i n i s t e r s a i d t h a t she w i s h e d t o s t r e s s 

t h a t t h e UK c o u l d not be o f much h e l p t o anybody i  f t h e Government 

d i d not t u r n the UK's economy round. In r e c e n t y e a r s , t h e r e had 

been too much emphasis on t h e d i s t r i b u t i o n of w e a l t h and t o o l i t t l  e 

on i t s c r e a t i o n . The new Government a l s o had t o reduce t h e dependence 

on government which had grown up, as w e l l as t h e Government's 

sh a r e of the n a t i o n a l income. The Government p r o p o s e d t o make major 

changes i n economic s t r a t e g y w h i c h , i  f s u c c e s s f u l , would e n a b l e the 

UK t o make a s i g n i f i c a n t l y g r e a t e r c o n t r i b u t i o n t o t h e Community. 

The Prime M i n i s t e r s a i d t h a t she d i d not u n d e r - e s t i m a t e the 

d i f f i c u l t i e s but the change of s t r a t e g y must be a c c o m p l i s h e d i f the 

UK was t o be an e f f e c t i v e a l l y and p a r t n e r not o n l y i n Europe but 

on i n t e r n a t i o n a l i s s u e s such as the N o r t h / S o u t h d i a l o g u e . The 
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Government was d e t e r m i n e d t h a t the UK s h o u l d be a f a i t h f u l and 

good a l l y : the t u r n - r o u n d i n economic s t r a t e g y would be the 

Government's major t a s k i n a c h i e v i n g t h i s . 


C h a n c e l l o r Schmidt s a i d t h a t , on the f i n a n c i a l a s p e c t s o f 

the CAP, i t would be h e l p f u l i f the UK were t o p r e p a r e a f i r s t 

d r a f t of her d e s i d e r a t a i n t h r e e o r f o u r weeks time so t h a t 

b i l a t e r a l t a l k s c o u l d t a k e p l a c e b e f o r e t h e UK's p r o p o s a l s were 

t a b l e d i n S t r a s b o u r g . H e r r Schmidt e x p r e s s e d t h e view t h a t t h e 

importance of t h e s e m a t t e r s went beyond t h e competence of M i n i s t e r 

o f A g r i c u l t u r e o r even of F i n a n c e M i n i s t e r s ; t h e y were o f g e n e r a l 

p o l i t i c a l i m p o r t a n c e . C h a n c e l l o r Schmidt s a i d t h a t he was on the 

UK's s i d e so f a r as a g r i c u l t u r a l s u r p l u s e s were concerned; t h e r e 

was, f o r example 5 kilogrammes o f m i l k powder i n s t o r e 

f o r e v e r y European. The s a l e s o f cheap b u t t e r t o the S o v i e t Union 

spoke f o r t h e m s e l v e s and t h e Community's sugar p o l i c i e s were not 

r i g h t e i t h e r . The C h a n c e l l o r o f t h e Exchequer s a i d t h a t he had 

not d i s c u s s e d CAP f i n a n c e s i n d e t a i l w i t h H e r r M a f f h t t f e r ; but 

he had t o p o i n t out t h a t even i  f t h e changes i n the CAP which the 
took p l a c e , ,
 T T A m 
UK w i s hed t o s e e / and even i f t h e one p e r c e n t c e i l i n g on t h e VAT 

t r a n c h e were adhered t o , the UK would s t i l  l f e e l s t r o n g l y t h a t her 

net c o n t r i b u t i o n t o t h e t o t a l Budget of t h e Community was too l a r g e . 

I f Member S t a t e s were l o o k i n g t o t h e EEC t o a c h i e v e g r e a t e r con­

vergence i n the economies of i t s Members, i  t was q u i t e wrong t h a t 

the system of b u d g e t a r y c o n t r i b u t i o n s s h o u l d a c t i v e l y o b s t r u c t 

t h i s p r o c e s s . The Prime M i n i s t e r s a i d t h a t t h e c o s t o f t h e CAP 

was at p r e s e n t f i n a n c e d i n such a way t h a t the UK, as the s e v e n t h 

p o o r e s t Member of the Community, had become the l a r g e s t net 

c o n t r i b u t o r t o t h e Community Budget. 


R e c a l l i n g an e a r l i e r remark of C h a n c e l l o r S c h m i d t ' s , the 

Prime M i n i s t e r asked him t o what e x t e n t t h e UK's a t t i t u d e towards t h e 

EMS would h e l p on o t h e r Community i s s u e s . C h a n c e l l o r Schmidt 

s a i d t h a t he had f i r s t t o p o i n t out t h a t , a c c o r d i n g t o the FRG's 

f i g u r e s , the UK was not the l a r g e s t c o n t r i b u t o r t o t h e Community's 

Budget. He s u g g e s t e d t h a t the Prime M i n i s t e r might check her 

f i g u r e s w i t h Mr. Roy J e n k i n s . On the EMS, he d i d not w i s h t o ask 
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the UK t o ta k e any p a r t i c u l a r a c t i o n but i t was o b v i o u s t h a t the 

p o l i t i c a l and p s y c h o l o g i c a l impact i f the UK were t o e n t e r t h e 

EMS at an e a r l y date would be c o n s i d e r a b l e and would have an 

e f f e c t on o t h e r i s s u e s . The Prime M i n i s t e r s a i d t h a t she 

c e r t a i n l y hoped t h a t t h i s would be t h e case. I t might be 

d i f f i c u l t t o r e a c h a d e c i s i o n i n advance of the exchange r a t e 

r e v i e w i n September. In the meantime, S t r a s b o u r g would be an 

i m p o r t a n t o c c a s i o n f o r the Government t o s e t out i t s d i f f e r e n t 

s t r a t e g y t o the Community and t h i s would be done. 


I n t e r n a t i o n a l Q u e s t i o n s 


The Prime M i n i s t e r asked t h e F o r e i g n and Commonwealth S e c r e t a r y 

to r e p o r t on h i s d i s c u s s i o n s w i t h H e r r Genscher. L o r d C a r r i n g t o n 

s a i d t h a t he and H e r r Genscher had exchanged v i e w s , o v e r 

b r e a k f a s t , about t h e UK's approach t o the EEC, the B e r l i n 

q u e s t i o n , NATO f o r c e s and defence i s s u e s . H e r r Genscher had 

t o l d him about h i s r e c e n t v i s i t t o S p a i n and o f t h e S p a n i s h 

i n t e r e s t i n r e a c h i n g a s o l u t i o n o f t h e problem of G i b r a l t a r ; 

t h i s would have t o be t a c k l e d i n the c o n t e x t o f S p a i n ' s a c c e s s i o n 

t o the EEC. He and H e r r Genscher had d i s c u s s e d Southern A f r i c a ; 

he had t o l d H e r r Genscher o f the Government's commitments 

on R h o d e s i a and t h a t t hey had not y e t d e c i d e d on the method 

of t h e i r approach t o a r e s o l u t i o n of the problem. H e r r Genscher 

had e x p r e s s e d t h e view t h a t the problems of Namibia and R h o d e s i a 

were c l o s e l y r e l a t e d . There had a l s o been an exchange of views 

on SALT I I and SALT I I I and they had agreed t h a t SALT I I I would 

be v i t a l t o the i n t e r e s t s o f Europe. There had been some 

d i s c u s s i o n o f MBFR and the l a t e s t S o v i e t approach t o t h e Americans 

about the n e g o t i a t i o n s . H e r r Genscher had r a i s e d t h e q u e s t i o n 

of a p o s s i b l y a d v e r s e S o v i e t r e a c t i o n , i n the c o n t e x t of B e r l i n , 

t o t he European E l e c t i o n s . The M i d d l e E a s t had been d i s c u s s e d 

i n g e n e r a l terms. 


He r r Genscher s a i d t h a t he had n o t h i n g t o add t o L o r d 

C a r r i n g t o n ' s summary of t h e i r t a l k . 


C h a n c e l l o r Schmidt s a i d t h a t he would l i k e t o say a word 

about the a t t i t u d e o f t h e two governments t o t h e r a t i f i c a t i o n 

of SALT I I . D e s p i t e some p r i v a t e c r i t i c i s m s and some m i s g i v i n g s , 
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the F e d e r a l Government would be c a r e f u l not t o a l l o w t h e s e t o come 

i n t o the open and would g i v e P r e s i d e n t C a r t e r every a s s i s t a n c e 

i n h i s f i g h t f o r r a t i f i c a t i o n . C h a n c e l l o r Schmidt s a i d t h a t 

h a b e l i e v e d t h a t i f P r e s i d e n t C a r t e r were t o l o s e t h i s b a t t l e , 

t r u s t and c o n f i d e n c e between the S o v i e t and American l e a d e r s h i p s , 

which had a l r e a d y been d i m i n i s h e d i n r e c e n t y e a r s , would be f u r t h e r 

damaged. T h i s c o u l d have an u n d e s i r a b l e e f f e c t on the S o v i e t 

l e a d e r s h i p and p a r t i c u l a r l y , g i v e n Brezhnev's a i l i n g h e a l t h , 

on a new S o v i e t l e a d e r . I f t h e U n i t e d S t a t e s Senate were t o 

r e f u s e r a t i f i c a t i o n , a f t e r so many y e a r s of n e g o t i a t i o n t o which 

t h r e e US P r e s i d e n t s had been committed, a change of c l i m a t e i n 

East/West r e l a t i o n s c o u l d r e s u l t . There would be l e s s eager o r 

p o s i t i v e comments on SALT I I from P a r i s b u t , the C h a n c e l l o r t h o u g h t , 

F r e n c h r e a c t i o n s would not be n e g a t i v e . So f a r as SALT I I I 

was concerned, he e x p e c t e d t h a t the F r e n c h would s t i c k t o t h e l i n e 

of r e f u s i n g t o p a r t i c i p a t e i n any a s p e c t of t h e s e n e g o t i a t i o n s 

which c o u l d a f f e c t the n a t i o n a l i n t e r e s t s of F r a n c e . 


There f o l l o w e d a d i s c u s s i o n of a number of q u e s t i o n s 

c o n c e r n i n g n u c l e a r weapons. I t was agreed t h a t the Defence 

S e c r e t a r y and the F e d e r a l M i n i s t e r o f Defence, H e r r A p e l , would 

have a p r i v a t e meeting i n B r u s s e l s on 14 May t o pursue t h e s e 

m a t t e r s f u r t h e r . 


East/West R e l a t i o n s 


At the Prime M i n i s t e r ' s i n v i t a t i o n , C h a n c e l l o r Schmidt s a i d 

a few words about the F e d e r a l Government's approach t o East/West 

r e l a t i o n s . C h a n c e l l o r Schmidt s a i d t h a t h i s Government's 

p o s i t i o n was t h a t they s h o u l d endeavour e n e r g e t i c a l l y t o reduce 

t e n s i o n w i t h the S o v i e t Union and her a l l i e s but on the b a s i s 

of c o n t i n u o u s S o v i e t awareness t h a t the A l l i a n c e was s t r o n g 

enough to d e t e r a g g r e s s i o n or t o defend i t s e l f i  f a g g r e s s i o n 

were committed. T h i s c o u l d be a c h i e v e d by m a i n t a i n i n g a 

c r e d i b l e b a l a n c e of f o r c e s . The c o a l i t i o n government i n Bonn, 

and the C h a n c e l l o r and Herr Genscher p e r s o n a l l y , c o u l d be r e l i e d 

upon to adhere f i r m l y t o t h e i r p o l i c y of d o i n g e v e r y t h i n g 

n e c e s s a r y t o m a i n t a i n the defences of t h e FRG at an e f f e c t i v e 

l e v e l , but w i t h o u t e n t e r i n g the n u c l e a r f i e l d and w i t h o u t 
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e n l a r g i n g the FRG's armed f o r c e s any f u r t h e r . FRG p o l i c i e s 

were n e c e s s a r i l y c o n d i t i o n e d by the f a c t t h a t Germany was 

a d i v i d e d c o u n t r y and t h a t the s i t u a t i o n of B e r l i n was p r e c a r i o u s . 

H i s Government's p o l i c y on d e t e n t e was, however, s e r i o u s l y 

m o t i v a t e d and not s i m p l y d e s i g n e d as an e x e r c i s e i n p u b l i c 

r e l a t i o n s . 


B e r l i n 


C h a n c e l l o r Schmidt s a i d t h a t he would l i k e t o mention the 

enormous impact of The Queen's v i s i t t o B e r l i n . I t might not 

be a p p r e c i a t e d i n the UK how much the B r i t i s h c o n t r i b u t i o n t o 

the g u a r a n t e e s g i v e n t o B e r l i n by t h e t h r e e Western powers 

meant t o the s t a m i n a of the B e r l i n e r s . T r o u b l e c o u l d be 

e x p e c t e d over the European E l e c t i o n s . In t h i s c o n t e x t , 

C h a n c e l l o r Schmidt s a i d , i t would be v e r y h e l p f u l i f the Prime 

Minister c o u l d agree to see t h e g o v e r n i n g Mayor of B e r l i n when 

he v i s i t e d the UK on 24 and 25 May. A p hotograph of the 

Prime M i n i s t e r r e c e i v i n g H e r r Stobbe would have a v e r y good 

e f f e c t i n B e r l i n . The Prime M i n i s t e r took note and s a i d t h a t 

t h i s c o u l d be pursued through Ambassadors. 


R h o d e s i a 


The Prime M i n i s t e r i n v i t e d the F o r e i g n and Commonwealth 

S e c r e t a r y t o summarise the Government's p o l i c y on the R h o d e s i a 

q u e s t i o n . L o r d C a r r i n g t o n s a i d t h a t the C o n s e r v a t i v e P a r t y 

had f o r l o n g b e l i e v e d t h a t the i n t e r n a l s e t t l e m e n t i n R h o d e s i a 

had not been g i v e n a f a i r r u n . Ian Smith had a d m i t t e d l y been 

v e r y slow i n s e e k i n g an a c c e p t a b l e agreement; but he had 

b e l a t e d l y d e c i d e d to do e v e r y t h i n g which had been asked of 

him f o r so l o n g and a l l the S i x P r i n c i p l e s save the f i n a l one ­
the a c c e p t a b i l i t y of any s e t t l e m e n t t o the p e o p l e of R h o d e s i a 

as a whole - had been s a t i s f i e d by the end of 1978. I t had then 

been d e c i d e d t o h o l d an e l e c t i o n and the C o n s e r v a t i v e P a r t y had 

sent o b s e r v e r s t o r e p o r t on whether the e l e c t i o n had been f r e e 

and f a i r . T h e i r r e p o r t had not y e t been s u b m i t t e d t o the 

Prime M i n i s t e r but the g e n e r a l view seemed t o be t h a t the 

e l e c t i o n had indeed been f a i r and t h i s would mean t h a t a l l 

s i x P r i n c i p l e s had been f u l f i l l e d . In t h i s s i t u a t i o n , the 

Government would have the p o s i t i v e duty t o b r i n g R h o d e s i a back 
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t o l e g a l i t y . The f a c t t h a t 64% o f t h e p o p u l a t i o n o f R h o d e s i a 

had t u r n e d out t o v o t e i n t h e e l e c t i o n i n ''Rhodesia c o u l d not and 

s h o u l d not be i g n o r e d . Even i f t h e new c o n s t i t u t i o n was n o t , 

from some p o i n t s of view, v e r y s e n s i b l e , the human r i g h t s of 

such a s u b s t a n t i a l p r o p o r t i o n o f the p o p u l a t i o n c o u l d not be 

i g n o r e d . The Government had not y e t c o n s i d e r e d t h e means by 

which i t would f u l f i l i t s commitments and would w i s h t o have 

d i s c u s s i o n s w i t h t h e f r i e n d s of t h e UK, and p a r t i c u l a r l y w i t h the 

U n i t e d S t a t e s . 


The Prime M i n i s t e r commented t h a t the i n t e r n a l s e t t l e m e n t 

shaild have been s u p p o r t e d by the B r i t i s h Government from t h e 

b e g i n n i n g ; i f t h i s had been done, other A f r i c a n s would have 

f o l l o w e d s u i t . There were not many c o u n t r i e s i n A f r i c a which 

conducted t h e i r a f f a i r s on t h e b a s i s of one man/one v o t e and 

i n which the e l e c t o r a t e c o u l d choose between f o u r p a r t i e s . 

The v o t e by t h e w h i t e p o p u l a t i o n f o r b l a c k m a j o r i t y r u l e ;' 

r e p r e s e n t e d a major advance. R h o d e s i a was a c o u n t r y r i c h i n 

n a t u r a l r e s o u r c e s and o c c u p y i n g a v i t a l s t r a t e g i c p o s i t i o n ; 

i t c o u l d e x e r c i s e a b e n e f i c i a l i n f l u e n c e on the whole r e g i o n of 

Southern A f r i c a . Dr. K i s s i n g e r had made a s i g n i f i c a n t advance 

towards s o l v i n g the R h o d e s i a problem but the r e s u l t i n g c o n f e r e n c e 

i n Geneva had been b a d l y c h a i r e d and a l t o g e t h e r m i s h a n d l e d . 

Zambia was u s i n g the r a i l w a y t h r o u g h R h o d e s i a f o r t h e import 

of maize and f e r t i l i s e r s and s h o u l d have no grounds f o r o b j e c t i o n 

i f t h e S a l i s b u r y regime were t o be r e c o g n i s e d . There was no 

l o n g e r any reason t o r e t a i n R h o d e s i a ' s i l l e g a l s t a t u s . 


C h a n c e l l o r Schmidt s a i d t h a t he had i n d e e d been i m p r e s s e d by 

the r e c e n t e l e c t i o n i n R h o d e s i a and would l i k e t o be i n f o r m e d of 

the r e p o r t by t h e B r i t i s h team of o b s e r v e r s . D u r i n g t h e p a s t 

two y e a r s , t h e r e had been c l o s e c o l l a b o r a t i o n between t h e " F i v e " 

i n t h e S e c u r i t y C o u n c i l on South e r n A f r i c a : i t would be i m p o r t a n t 

f o r the UK t o c o n v i n c e t h i s group of her case , so t h a t f u r t h e r 

c o - o p e r a t i o n i n t h a t forum would not be i m p a i r e d . L o r d C a r r i n g t o n 

p o i n t e d out t h a t p u b l i c o p i n i o n i n t h e UK was o v e r w h e l m i n g l y i n 

f a v o u r of r e c o g n i t i o n and the Government would have t o s a t i s f y 

t h i s ; t hey c o u l d not move too s o f t l y o r too s l o w l y . He had 

t o l d H e r r Genscher t h a t a C o n s e r v a t i v e Government might have a 

b e t t e r chance than t h e i r p r e d e c e s s o r s i n p e r s u a d i n g the South 

A f r i c a n s not t o break o f f n e g o t i a t i o n s w i t h t h e U n i t e d N a t i o n s 
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Turkey 


In a b r i e f exchange on a i d t o Turkey, the Prime M i n i s t e r 

s a i d t h a t the B r i t i s h Government would h e l p as much as they 

c o u l d . C h a n c e l l o r Schmidt commented t h a t the c o n t r i b u t i o n t o 

the s h o r t - t e r m a s s i s t a n c e o p e r a t i o n o f f e r e d by t h e Labour Government 

had f a l l e n f a r s h o r t o f e x p e c t a t i o n s . H e r r M a t t h f l f e r s a i d t h a t 

one t e l e p h o n e c a l l from Bonn t o V i e n n a had produced from t h e 

A u s t r i a n s the same amount as t h e UK had o f f e r e d t o c o n t r i b u t e . 

The Prime M i n i s t e r asked whether the FRG, l i k e t h e UK, used 

e x p o r t c r e d i t g u a r a n t e e s as a form of w e l f a r e , So f a r as 

Turkey was concerned, e x p o r t g r e d i t g u a r a n t e e s amounted t o 

g i v i n g the Turks goods f o r which they had no i n t e n t i o n o f p a y i n g . 

The Turks must t o some e x t e n t h e l p t h e m s e l v e s by i m p o s i n g 

t i g h t e r d i s c i p l i n e and a c c e p t i n g the d i s c i p l i n e s r e q u i r e d by 

t h e IMF. C h a n c e l l o r Schmidt commented t h a t t h e Turks were a 

proud p e o p l e and not v e r y amenable t o d i s c i p l i n e . 


F u t u r e C o n s u l t a t i o n s 


C h a n c e l l o r Schmidt s a i d t h a t he hoped t h a t the Prime M i n i s t e r 

would c o n s i d e r h a v i n g the next Anglo-German m e e t i n g i n Bonn i n 

t h e autumn and t h a t t h i s c o u l d be mentioned at t h e i r p r e s s 

c o n f e r e n c e . The Prime M i n i s t e r agreed t o t h i s and commented 

t h a t at t h e i r next meeting they s h o u l d a l l o w more time f o r 

d i s c u s s i o n s . 


The p l e n a r y s e s s i o n ended at 1150. 


11 May 1979 


CONFIDENTIAL 



