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CONCORDE

I am seeking the views of colleagues about two forthcoming events
concerning the future of Concorde. These are, first, my meeting
with the French Minister for Transport, M Hoeffel, in January to
discuss inter-governmental work on cost sharing and other Concorde
problems; and second, my appearance before the Select Committee

on Industry and Trade in either mid-January or in the second half
of February to assist them in their inquiry into the operating and
associated costs of Concorde.

2 General background and financial position

Since my meeting with M Hoeffel's predecessor, Mr Le Theule, we
have made further progress in reducing the net Government
expenditures charged to the Concorde Vote. The 1980 PES forecasts
(incorporated in the March 1980 Public Expenditure White Paper)
showed significant savings on the plans which we as a Government had
. ipherited. It is my intention, where possible, to further reduce
such expencditure. Regrettably, however, things have not gene so
vell with 3ritisa Aizweys (BA?. Reflecting the large ircreases in
fuel prices, BA made 2 £5.8 million deficit on their Coxcorde
operations in 1972/€0; and in 1980/81, : the suspension of the
n2evily loss-mziking Singapore service, t! Dect to incur a
her defici They are fcrecasting a sma

£2 rillion ir 1981/82 ané

in Ba's anc Air Frence's Coancorce
> the prcfitedble sales of spares :
in line with felling demand, i

3

ct

)

£

H cf
s

J i1l o

H

n
£
J

(A

=04

O
O o

r: ty (0
3 O\ L

Tm Mo by
1

3 @\t

e -
O
O

m ct £
2-0 3N
O o

ol ct1infad H
cniy tn =13
ch B2 D 3R

I3

o |

O m |-t
M @ fi .

(4]

>_l
'tJ

i~
T oy dle
LeEIT=E£0

-

\M

The 1962 Agreement between the British and French Governments,
establishing arrangements for the development and production of

Concorde, provided that work on and the cost of the programme should
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shared equally. When Mr Le Theule and I last discussed this we
decided that the data available did not enzble us to decide whether
and to what extent there was an imbalance in the share of costs
borne by the two Governments. Our officials were asked to examine
this further., Despite these studies, summarised in the attached
Joint Situation Report, officizls have been unable to agree on the
assumptions to be used and therefore on whether the imbalances were
adverse to the UK, as we believe. ; ‘

4 I propose to press M EHoeffel hard on the question of
rectilying these imbalerces, which we estimzte to be of the order of
£100 million at current prices. However, even if. he accepts our
case, I cannot see the French Government offering to effect a )
financial transfer, either immediately or possibly even at any ti .

in the future. In addition to making peyments to French manufacturers
on project account, the Government are having to meet 70% of Air
France's Concorde operating deficits, ard 100% of their Concorde
investnments; and they have their own gereral finzncial ‘problems which
they will not be amxious to increase iz the run up to the May 1981
Presidential elections. IMy immediate oLjective in seeking redress
would be rather to improve our tactical position should action zrising
out of the proposed review of the Concorde project (described below)

lead to our being at odds with the French; or to ensure arrangements
which achieved a balance by the/'end' of the project (1993).

5 The SSect Committee Inguiry

I now expect to appear before the Committee after my meeting with

1M Boeffel. The Department of Industry has already submitted two
memoranda to the Committee - one (jointly with the Department of Trade)
on the support of Concorde in airline service, and a further one ~n
the relative costs of continuing and of cancelling HMG's contract. wit'
the Concorde manufacturers (both attached). The latter gives estimate
of the costs of continuation only up to the end of 1981/82. Depending
on the timing of the Committee hearings, we should be able to provide
a further memorandum in early February giving updated estimates of the
costs of continuation during lat Llthouzh these would de

] giics the PEb 984 fompaas 2 ; They woulld be submitted
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recommends a comprehensive Government review of the various
options for the future of the project. Changes in the pattern. of
Concorde operations and other recent events have made such a
review timely.

7 Faced with heavier Concorde expenditures than we are,
the French Government, also, may well undertake a thorough review,
after the Presidential elections. Recent reports suggest a
contiruing,though no longer unquestioning, French attachment to
continuance of Concorde. Having carefully weighed 211 the evidence
we may come to a different conclusion as to where British interests
lie. But we should first seek the maximum common ground with our
French partners. I shzll explore matters with M Hoeffel.

8 I am copying this letter and attachmeﬁts to other
members of {EA), to Douglas Burd, Euan Strathconaz aznd to Sir Robert
Armstrong. I would appreciate comments by 23 December.
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