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SUMMARY .

1. OUR CONVERSATICNS WITH FRENCH AND GERMAN OFFICIALS SUGSEST ‘THAT
BENEATH PUBLIC AMIABILITY THERE WAS MO RECONCILIATION OF

DIVERGENCES ON ECONOMIC POLICY. TALK IN PRIVATE WAS BLUNT, ESPECIALLY
ON THE GERMAN SIDE. THERE ARE SIGNS OF MOUNTING GERMAN IMPATIENCE

AT THE PROPENSITY OF THE FRENCH TC BLAME QTHER FOR THEIR

ECONOMIC PROBLEMS,

DETAIL

GENERAL ATMOSPHERE

2+ ACCORDING TO THE FRENCH THE ATMOSPHERE WAS ''NOT GAY'', ALL
PARTICIPANTS SEEMED TIRED, PROCEEDINGS WERE MORE FORMAL AND LESS
LIVELY THAN IN SCHMIDT'S DAY, THE GERMAN AMBASSADOR CLAIMED TO ME
THAT KOHL AND MITTERRAND GOT ON WELL: BOTH WERE GENRALISTS AMD
DISLIKED DETAIL. THE TOUGH EXCHANGES TOOK PLACE LARGELY BETWEEN THE
RELEVANT MINISTERS. IT 1S CLEAR, HOWEVER, THAT BOTH KOHL AND HIS
MINISTERS SPOKE BLUMTLY (SEE BELOW). ////,/”
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Je ACCORLING TO THE GERMAH EMBASSY LOHL LD MITTERRAND B

PRIVATE AND IN PLEKARY SESSION THAT HE HAD NOT COME TO PARIS

CISCUSS THE ECONOMIC SITUATION AND POLICY OF A FRIEMD AND ALLY

(1E THE US). GERMANY ACKHOWLEDGED THE IMPACT ON EURCPE OF HIGH us
RATES, THE US BULGET DEFICIT AND THE EXPEIMSIVE DCLLAR,

2UT EUROPE HAD TO WORK OUT ITS Cuili SALVATICH GIVEN THESE CONSTRAINTS,

INTERNATICN ECONOMIC QUESTIONS AND PROSPECTS FOR WILL 1AM
ME v

4s THE FRENCH RESTATED TO A SCEPTICAL GERM AUDIENCE THEIR
INTENTION TO REDUCE INFLATION TO S PERCENT 3 THE END OF 1983,

THE GERMANS SAID THERE WERE SIGNS OF RECCVERY N THE FRG BUT IT WAS
SLOW AND UNCERTAIN. GREAT CAUTION WAS NEEDED, AND ANY LARGE-SCALE
RELATION WAS ABSOLUTELY OUT oOF THE QUESTION, THERE WAS TO BE hn
LOCCHMOTIVE ROLE, GERMAYN OFF ICIALS COMMENTED TO US THAT THEIR
MINISTERS MADE CLEAR THAT FRENCH DREAMS OF HELP FROM QUTSIDE TO
CVERCOME THEIR ECONOMIC DIFFICULTIES WERE UNREAL.GERMAN POLICY wAS
STRICT IN ITS SEARCH FOR STABILITY AND WOULD MOT BE MODIFIED JUST
TG BE NICE TO THE FRENCH,

5« THE GERMANS EXPLAINED PATIENTLY THAT THE TIME HAD NOT COME FOR

A NEW BRETTON WOODS CONFERENCE, THERE REMAINED A DEEP DIVERGENCE OF
CPINION ON INTERVENTION TO INFLUZNCE EXCHANGE RATES, 1IN A
DISCUSSION OF INTEREST RATES THE CERMANS NOTED THAT THEY FAVOURED
(LOWER RATES, BUT THAT THE US COULD NOT MAKE CHANGES OVERNIGHT, AT
WILLIAMSBURG THEY WOULD THEREFORE NOT ASK THE US FOR WHAT WAS
UNOBTAINABLE, THOUGH THEY MIGHT MAKE CRITICAL REMARKS ABOUT THE
EFFECT OF US MCNETARY POLICY ON THE WORLD ECCNOMY, ACCORDING TO THE
GERMANS, DELORS SAID IN PRIVATE THAT IF IT WERE UP TO HIM FRANCE
WOULD NOT BE REPRESENTED AT WILLIAMSBURGs BUT HE DID NOT KNOW HOW
MITTERRAND WOULD ACT, CON INTERMATIONAL L1QUIDITY THERE WAS A

TOUGH DiSCUSSION AND NO MEETING OF MINDS, DELORS ADVOCATED
INCREASED LIQUIDITY AND MORE SDRS FOR DEVELOPING COUNTRIESS LAM3S=-
DORFF VIGOROUSLY OPPOSED THIS POINT CF VIEW, WARNING OF THE RISKS OF

INFLATION,

6. THE GERMANS PLEADED FOR THE PROLONGATION OF THE OECD CONSENSUS
ON CREDITS, THE FRENCH SHOWED A STRONG WISH TO PROVIDE CREDITS
BELOW THE MARKET RATE. STOLTENBERG WARNED AGAINST RENEWING THE
""IDIOTICY *ATTEMPT TO GET ORDERS FROM EAST EUROPEAN COUNTRIES RY
MEANS OF SUBSIDIES, THERE WAS NO ANSWER FROM DELORS,




.i\TE.’-‘AL ECONOMIC RELATICHS
7. THE GERMANS SAY THAT MME CRESSON WAS VERY AGGRESSIVE 1IN
TISCUSSIO% OF INDUSTRIAL STANDARDS. GERMAN MIMISTERS HAD GREAT
DIFFICULTY 1N MAKING CLEAR TQ HER THAT STANDARDS WERE ESSENTIAL,
THEY HAD SAID THEY WOULD ACCEPT EUROPEAN STANDARDS, EUT THE FREMNCH
WERE BLOCKING THESE 1M BRUSSELS. AFTER A TCUGH DISCUSSIOM
LAMBSDORFF LOST PATIENCE AMD TOL» THE FRENCH THAT THEY COULD MNOT
|MPROVE THEIR TRADING POSITION EVEN IF THERE WERE MO PROBLEM OF
STANDARDS. GERMAMY WAS AN OPEN MARKET. THE FRENCH WERE THE OMNLY ONES
T0 COMPLAIN: AND THEIR DIFFICULTIES WERE SOLELY THE CONSEQUENCE OF
THEIR OvN ECONOMIC POLICY.

DEFENCE COLLABORATICHN

8. ACCORDING TO FRENCH OFFlClALS THE MEETING OF DEFENCE AND FOREIGN
AFFAIRS MINISTERS HAD DISCUSSED THE FRENCH PROGRAMME LAW ON

DEFENCE PLANNING AND THE INF NEGOTIATIONS. THE CERMANS HAD BEEN
PREOCCUP IED BY THE POSSIBILITY OF A REDUCTION IN THE FRENCH

MILITARY PRESENCE IN THE FRG. THE FREMCH HAD ARGUED THAT THERE

WOULD BE NO SIGNIFICANT CUT IK TROOP NUMBERS, THAT NUMBERS CF

TANKS WOULD BE INCREASED AND THAT THE PROPOSED RAPID ASSISTANCE
FORCE WOULD STRENGTHEN FRENCH ABILITY TO INTERVENE 1M AN EUROPEAN
CONFLICT., THE OFFICIAL LEVEL WORKINC GRCUP ON STRATEGY WILL MOW TURW
TO A DISCUSSION OF THE ROLE TO BE PLAYED BY THE RAPID ASSISTANCE

FORCE, ONCE 1T 1S FORMED,

5. ON THE JOINT HELICOPTER PROJECT THE FRENCH COMMENTED TO US THAT
THE GAP BETWEEN NATIONAL SPECIFICATIONS HAD NOW BEEN SIGNIFICANTLY
NARROWED, KOHL SEEMED PREPARED TO PUT CONSIDERABLE POLITICAL

WE IGHT BEHIND THE PROJECT. THE G:RMAN EMBASSY SAID THAT THE

PROJECT WAS SEEN BY KOHL AS OF |MPORTANCE IN BOTH POLITICAL AHMD
DEFENCE TERMS. HE WOULD PLAY THINGS QUIETLY 1IN AN ATTEMPT TO SECURE
A CONSENSUS IN THE BUNDESTAG.

INDUSTRIAL COOPERATION

10, ACCORDING TO THE GERMAN EMBASSY, GERMAN MINISTERS WERE MORE
OPSN-MINDED THAN BEFORE TO THE FRENCH IDEA OF GOVERNMENTAL
INTERVENTION TO PROMOTE INDUSTRIAL COCPERATION, PROSPECTS FOR
COLLASORATION HAD BEEN IDENTIFIED IN THE FIELDS OF RAIL TRAMNSPORT,
FAST BREEDER REACTORS, ELECTRONICS AND SATELLITE COMMUNICATIONS,
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COMMUNITY AFFAIRS

il. THERE WAS LENGTHY DISCUSS10N ON COMMUNITY PROBLEMS, ACCORDING
TO THE GERMAN SMBASSY, THE FRENCH GOVERNMENT NOw CONSIDERED THAT

A LECISION ON THE BRITISH CONTRIZUTION 1IN 1963 SHOULD BE PLACED
FIRMLY IN THE PERSPECTIVE OF NEW FINANCING RULES FOR THE LONG TERM,
GERMAN MINISTERS HAD SAID THAT TO INSIST ON PRIOR AGREEMENT ON EvEN
Ali CUTLINE OF LONG TERM RULES WOULD MAKE T DIFFICULT TO CoME TO
TERMS ON 1983. THE GERMAN AMBASSADOR CCMMENTED TO ME THAT THE FRENCH
SEEMED TO HAVE N MIND A GIGANTIC PACKAGE DEAL COVERING AN INCREASE
IN VAT, REFORM OF THE CAP, ENLARGEMENT AND PARL 1 AMENTARY
RATIFICATION, HE WAS APPREHENSIVE ARQUT THE PROELEMS ALL THIS

WOULD POSE FOR THE PRESIDENCY AT STUTTGART,

12, STOLTENEERG TOLD A MEMBER OF THE GERMAN EMBASSY THAT aAn
UNWRITTEN PROMISE HAD BEEN GIVEN BY DELORS 1y RESTRICTED SESSION
DURING HEGOTIATIONS ON THE OIL FACILITY LOAN THAT FRANCE wOouLD NOT
RESORT TC ANY MAJOR ACT OF PROTECTIONISM IF GRAMTED THE LOAN,

13. FURTHER DETAIL FOLLOWS BY BAG (TO FCC, BONN AND ykREP ONLY).
FOR FRENCH PRESS REACTIONS SEE MIFT,
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