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pke soms orogrece each time,  Fublic ovindon axnecter
<, ﬂﬂ gould not be (isanointed. o himself vas

o get avay frou the gane of stetiet*cs and

It was imortant that 11 shoul! aveid 2

anronch,

gsaid he ha! the imression that the
“;, o touse of Commons to Gritish membershin of
T"Hes wag horder but at the sane tine weaker than
ast, flir. Rinoon said this could be o,  The
hhmh worric neonle toray micht seem derisory in
ars 10 come. It wns neverthelese vital to give the
pession that mo wero morking together fo succeed, ant
~ that 1t roul? not 211 toke too Tonc. [l Schumann saic thet
| anarcach to the problen ros soocriat unconfortable.
~ W5 fee] more stronaly than over for all conceivable
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irit as the ninor onas on vhich soreenent had

07 don 27 Ootcbor, Lo weuld think anafn shout
e when we sav the Eommltr'r- conments on
:lor the ausstion of a tpanzitional neriod or

3 #a8 no rule or nrincinle involved so far a8
Iiy'ut be the most nractical solution to the
,'-;r- 1 ) ong, or two, or three, llo weuld see.
tal noir tuas that wo should hela sach other to Find
avold battles end ses to it tha 1t no-cng ras
wuished. ii. Schumann acrcer’,  There was,
n continued, sono conflict hotveon the reference
_T'B amer of 3 June to tronsitional meosures
aference in the niece of nmor given hin at
'tu a sincle transitional noris, achunann
w8 wuld see rhat the nositicn of t’*a To omauni ty
ﬂman"'ed on the lencth of the transitional

P. Ridon said the essentia] thinc wae to find
soluticn tc the nroblen. [Dut he narticularly
not o nresent one narticular sclution as

d he ¢id not like the word ultimntun,
1tional seriods wight nroduce 2
ty, General do Gaulle hod 2 always
would make for » difforent
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5. lie honed! that this would he the apnrcach
8 be followed under i, Schucann's chairnenchin.
iliga the neo! not to put forward nrcnceals that

g existing rules, . Schunann_said he wanted
8tic. He would obvicusTy [ike to see the
s of the nagotiations settled curing his chairasnship.
wmann askaed vhat was the main stumbling bleck in

British public oninion.  lir. Rinnon renlied
5 their nockets. [, Schumenn said that Dritish
peonted a great chance for British industry. s
incerstcoc it the Confederation of Dritish Industry had
. changed {te view that entry mould bring rest advantarss
| Mtish econony. fir. Rinon agresd.” 4 ot of
gties now current n Dritain were sinilar to those
in rrance in 1897 and 1250, e hoped they would!
Aally illusory. Cur concern now as the French s
the imact. There hac to be sten by sten changes
3t or dislocation. The French dic not 2lvnvs
what great omortunities there would be Fop
ral arccucts in the Critish morket.

ai¢ that some of the nroblens regarcine
it 8328 sumniiers could ba solved if the
ts relations with these countries
arai relations with the cutside worle.
i lactured at Oxford on the Commonwen]th
£008 ysars :gu anc then forcsay that
mertant with time. The Jasnpes
or ant' this should cive huce now
_eny country to rely on otficre ot
vor_their food, “iir. Rinvon
eu Zoalanders that Thoy woule
1% tera future., Gut they

msiances n long ting coan
Oritish oartot fop thair Cairy
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1:%@ was in no wov o substitute; indsed the
ere nrotecting their om driry industry.  His om
j.-_'ﬁ ealution for .lau Zaaland was o enecial
1m:t to review. lic hod carefully avoided
jie roulc be nerncncnt. .lcthing was
g worle. e must now bend our efforts to
m what g now o Dritish oroblen but would
it pl'[:b]ﬂﬂ once ws had joined. ii, Schumann
a g‘.!mi ray of putting it.
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J00RD OF CONVERSATION BETWEEN THE
BNEErTOT OF ~'T DUCRY O

OF CANCESTER

——

ESAY, PARIS: 9 NOVEMBER, 1970 ab 1500 hrs

*-"TéfEW'Rippﬂni §C, MP. M. Maurice Schumann

. Ohristopher Soames H.E. M. Geoffroy de
: Courcel

H.E. M, Boegner
M. Alphand
M. Cuvillier

penn asked how Mr. Rippon saw the
sad.
pon said that the negotiations should be
0 the political level as soon as possible.
‘that during the forthcoming French Chairman-

ne could be settled as a result of
=operation and initiative. At the

and France. There must be an

gmmﬂidatas and the members as
8 conduct of the negotiations
’ﬁpfwara not putting forwars
:v'Ei_pruhlama and the possible
T the British and French diq
u,zﬁ_igggﬂnrlict. it was perhaps

_g__pg;atiatnrs than their

1;11 the more important
nglo/French consensus

AL Germany was the



* force for the enlargement of thse
. This was not 2 healthy ldea: Wwe
§ French were equally forceful in that
. ., - wu_@w interjected that Herr Brandt
§én eddressing the Bundestag. Mr. Rippon
mz. g0 far as he could judge, all were
@, the objective of enlargement. It
reued that during thelast negotiations
‘wers not Elli'ﬂciently single-minded and ready to
draw the necessary conclusions. But whether this
' ﬁu&ﬁr not then, it was not true now, and we
ady to make ths necsssary sacrifices provided
tﬁms could be found. He had ssveral
ferred to the nesd for haste. Apart from
-0 see the essentials of a settlsment
*anch Chairmanship, there was also ths
lem of how to prasent the negotiations
n in Britain as in Burope. He did
3ver again to have the occasion ®r
"'_;l.at.ians were interminable.
Ly would not understand how a
Q._. importance for E Europe could
quickly if the political will
nt on both sides. No British
%ﬂ face a Party confer-
Same story which he hag
y ‘-'- ‘this autumn; in othep
_ :tm- tsrms and that
118 be r'ecommended to
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umann said he hoped very much that it
sibls to decide the gssentials of the
s during his Chairmanship. He never-
ad to be cautious and could make no

el AT

. It would be difficult to fix too clear
s in advance. Mr, Rippon said we should
r best and meke sarly success our objec-
g were only four major problems: New

& B
-..-L-..L--.-nl-.ﬁ

@ﬁgry>p§ckage. The key problem was that
nnity financs. The French approach was
';ﬁr&ﬂtiﬂal. the French wanted all members

them. The French had used these
- past and the Britishwould bve

=§. they were full members. Was
it fully aware of this?
no=-one wanted a bad apple in
'gggpmnahla for all concerned to
ould not be one, or that
y did not meke Britain one.

- that thers were sufficient
y ,ﬁm and Britain coulg

ma&. &m
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480 this. We d1d not want to play the
DErs game any mors than ths Fronch. But we
@ s0lid assurances. In the casg of
| for example, we wanted 2 continuing
. to help the New Zealandsrs, subject of

Rippon went on that iIn M. Harmcl's original
~of 30 Junsé, he had said that ths Community
8 us soms guidelines on how to cope with
1th problems. Thos¢ who criticised our
; }:fﬂr New Zcaland or Conmmonwealth sugar

'Mi i that we hsd not yet received any such
Hﬁ would in fact value thhm. He

“;L We had to ssttls things betwegn

and alliss. The British public was

18ive about what would happsn whan we Joinead
.Uy, and these fears could only be allayed

8 pig meat, egegs and liquid milk in
=operative spirit. It was intcer-
3d qguestions in the Housc of

- questions whore fears had

;r-ﬂhw Zoaland dairy

sugar as British problems.,
yt the Community's rela-
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oW, We would be very rcadyto do so as
";mﬁmbars.

"wv;i&kﬂ ta think what would huﬂpuﬂ if they
. Thers would certainly be a poriod of very
lations botween Britain and the membors of

) take things up sgain. A1l this was
1th M. Schumann's help could be avoided.
ld that the nogotiations rsprescnted
‘Britain. So far as Europs was
tad & risk buit 1t was a risk

vady to take for political mors
 Mr. Rippon roplicd that 1t
Europ. The British were

8k for the some reasons.
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ian Ambassador in Pﬂ'!:‘ Rothschild, has

Pal.].,iser in the 515’ est confidence of a
ithat the French, in

rom January, should

in the New Year.

ig.us of it, he
ed that fur
aken to ensure
urce. We have
I e‘Eple within the

must be by now quite
who have had wind of
.-.’3.1_' irench are

- - Emans
Te was therefore
- Eeral:inn in
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mmit meeting
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-;;f (1i1) the enlargement negotiations (the 5ix should take
R stock and confifm their determination not to see
“the substance of the Community' modified)

(iv) political consultation (the meeting should seek O
. enhance the results of the first steps in
consultation among Foreign Ministers; there would
also be advantage in demonstrating cohesion on the
subject of European Security at a time when we
t be on the eve of a European Security Conference)

(v) U.S.-European relations in the defence field. (Belgum
- hoped that Britain and France would tackle directly
oy o3 their problems of military co-operation, including
R co-operation in nuclear defence matters.)

ive, as was that of

Jobe 2 : Schumann sald Chat
he w etter to President Pompidou. He has since

1 t hil that he is still consider the Bel
s in an "increasingly const i

.‘,,-'-,- o Meanwhile there has been a leak in the French satirical
- weekly '"Le Canard Enchainé"of 21 October.

& bl
L A

g KX some of his premises are quedionable Harmel's
fﬁ!ﬂf get the Germans more deeply involved in European
e 1ltation is one which is in our interests; for the same
' '?%}; is also in our longer term interests that the French
Elve

similarly involved. Moreover anything which can
push to the enlargemént negotiations (s clearly

the other hand in the shorter term there are

L snags - presentational and real - in a Summit ti
iX on the Belgian time scale. If there is to be S
' -gm%this sort from which we are absent
‘that it should take place when our negotiations
hha:“ reached : m:n'i_:er of p;ints of difficuley

to a general point of crisis) so that the head

t could have a clear idea of the crucial pﬂing :tuf

sure that the "d

: n*‘v‘"#“"""ﬂllm
nore rigid in the enlargement

want is more flexibility,

L1

ackground . Chancellor of the Duch
I PORPLIoU Teler 0 the posslih
LI,—-—;H-*,,‘- -+ T - SNOULT 157 r
1:_ ;.. _..1 SOT ations with the
[oF e _ShouLl -ll.;_;_ilu a4 new
Teale Dres. ntational difficy PR
me_when there will Lo cies for

» a decision on 1=
/ summi ¢

of




T AND PERSONAL

ix naturally a matter for the Community.
ahnia 1ts EiEEng and content would be a%

mportance for the success of enlargement

Je would hope therefore that it would not be
' i EEE hold up d im

: ST gement negotigtion It a
“the Six were arranged towards the middle of 1971
uld be an obvious danger that all major decisions
Community side in the context of negotiaions with us

e postponed until the summit of the Six took place.
ffectivel daatrog the prospect of breaking

the tiations by the middle of next year and

to stagnation and failure after the summer holidays,

R
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D OF THE PRIME Lo JI'I*?"‘ TG WITH 3, LONRE *;;,rT:'-L#
~ﬂimﬂfﬁﬂ U/ ER 11, 1970 4L 10 DOuizdds

-

sp toid M, Moimet of the proposed
5 __ ive representation on the action Coumitiee.
gt said that the Labour Party were Sisc crangliy
ntation., There had been some dispute within
‘and also come question of whether they would
we to contrabute financielly to the Action Committee.
seemed settled that they would be represented by
s, Mr., Healey &nd iir. Pudley.
me Minister referred to the meeting of the
e to be held in Jenuary and expressed the
sting would be used for urging the need to
' the problems of enlerging the Communities,

5 should be completed by June.
there wes determination to

5 essential to keep up the Dressure
: ‘ andt wes the best man to do this.

B A
‘determined to Bﬂﬂiﬂmiutim

¥
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3 consicer what conld be done through the Couuniti
. gai¢ that we would give thought 0
_. ng to the question of the Agenda for tIe

Iy 1 " 1.!:3 of the Action Co.uittee, M. MNomnet &
m main items would be & report cn tho stale
ﬁma which would he writteon by i, Pobert ..

_ '_ ~ to form & group within the Connittee o7
d be to work out in the course or tne next .-
the future political organisation 2r Eur

posal and had asked him to nouinate authoritetive

tﬁ"‘imt.:.cipate Herr Brandt had spoken uf Herr

E;ﬂael ' He indicated that he would greaily

Foreign and Commonviealth Secretary wore eble
ip. The Prime Minister drew attention

S on the Foreign end Co:monwealth

aid that he would discuss the matter i

L

T

* the meeting M. Monnet seid trne he
f the Duchy of Lencaster thet,
ion to our negotiations ror
to invite i. Denicu :
1ad &greed to do this.



Following page appears to be out of sequence
in the original file.
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er firmer conclusions emerge on two other important
._m UK's economic position if she joins the EEC:-

,'éw'binnu are that the UK balance of payments will
eriorate by a substantial margin., It is true that

. y estimates of balance of payments changes are subject
ro &:ﬂﬂﬁ margin of error but, on the other hand, we have
| rately chosen a relatively optimistic set of
f;utinnﬂ not only with respect to the effecte of the

' be regarded as a minimum estimate. Since the
ernal accounts must in the long run be kepi in

nce, it seems inescapable that if we are to draw

ntege from entry we shall need to have an efficient

',r uf;gdjuutp:en'b to balence of payments deficit, and to

epar d to use it. In practice this must take the

r;_-,g;gv ,g‘:_tamg UK prices relative to world prices, in

Sty
- words, using the exchange rate.

e ‘ﬁmmitinn period there is likely to be need

.ﬁ‘m REC scme difficwit

Mhﬂuﬂf«ur_
1- t‘“ »
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MLLQW lionnet et 4 p.m, on
heunesaay, hovestor i1

r' You recently agreed Conservative Party
gpresentation on ir, liomnet's Action Comuitiee;

erned have now been informed, and there is no
L vhiy you snould not tell 1, Monnet, who does

ere is to be & meeting of the Action Comuittee
d of January and the Foreign and

. Qffice hope thst M. konnet will

i us his plans for thet meeting in

mggu may wish to urge him to do this,

:} > wish to sugge..-t. Lo M. lomet thst

eting should ‘be an occasion ror

cerned to give the negotistians
1itical priority over other mstters.
th this brief a note mn the

_ You moy wish to look at
Ve not ror this purnose

- !H.-A-:

I Nmn-“"".
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m, ry Chambers, Great George Street, SWo
EN O1- D30 1204

"i'- hy

were, of course, designed for internal
, and it may well be that the Foreign

' Ch cellior of the Duchy would have

ons about them. Indeed, I would wish
critically myself before expressing

ns, T am sending them only to you,
; ight. that you ought to glance
- /at. them



least give some idea of the order of
t raised by joining the E.E.C.,
yquences on confidence.
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op ECRE [4
SR SRORET copy wo.l.. /-?
¢c Mr Carroll

Er Cowdy

gip 8 Goldman

gir D MecDougall

Mr Hopkin

ome necessary for the Chancellor of the Duchy to
proposals about community finsnce if he is to

iations moving.

ﬂfL -
hm to have some show of reasonableness in Community
' -'m nurt %o have a damaging effect on the negotiations,

: thw are not to be damaging to confidence generally.

:1,_. ¢
feel i8 the minimum sort of offer we could table, 1t
av; il

W1 19?8 we should have to deal with a prospective

Rl r..l“l
: ~w Bﬁﬂﬂ m, - ie we should have to tra.nafer resources of

.B!J.t t-hat we shell have to make a transfer of this

Tjn- I
-ta_ﬂmn aa 80 probable a cocnseguence that policles

_-ml;-a hazardous, But intc this forecast are
: .;p%imistic agsumptions we can make. It is
OW "#hm too high. And of course we may not
pent to so low a “key" as is here

t certainly requires a dmraluatinn

e

i t.hn agontrol of uovernmenta t'm-

Fbg about 1975, ie halfway through
lia SR

- the economy was in good shape

: "l i-.--.v

8 on ourrent account to mAnage

Hﬂ{nmt of debt. (or course
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ng & very large current account surplus, far beyond

d for existing policies and obligations, things would

) -

1h timetable is unlikely to be manageable. The
e

11 aware of the size of the burden membership will

e calculations are not based on secret information.
T?E%%&rhﬂunt will reach different conclusions; scme
i=i?gnn& higher. But there will be more than sufficient

i =

Efﬁéwlﬁﬁt devaluation is inevitable., It is possible

in be moving towards entry there will be such

ker confidence is at that time, the more

devaluation, A premature forced devaluation

ements be changed
8 f:ﬁ"-:li'l non “communauta{yen

b.\-
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@ Government's economic policies,

ids is very new. As long ego as 1962, during the first
ip, the markets confidently assumed that entry meant
theless, the Chancellor will no doubt want to discuss

th the Prime Minister and perhaps a very few of his

, and it is difficult to see what other tactical course

4t appears to me that our major concern must be to

—

ure devaluation. The main part of such & policy must

T"izlﬁllhl.-iﬂh are necessary anyway, It will be vital to
)pression by next summer at the latest that the Government
the UK economy. By then it must at least give the
‘that inflation has been brought under control, A Budget
w;mm confidence in sterling will also be essential on
; l.‘,;ﬁ,t ;I_,g;qat in connection with the EEC negotiations,

m‘bﬂt of tha negotiations themselves it seems to me

am-. that entry 1nto the EEC will bﬂ on bﬂlLﬂEL

g tactics must be directed to Becuring

mﬂ!d politically as reasonable and

ents in support whnich are based on what
ﬁ any sense not really afford anything,
m of paytents is more likely io

L | than have any influence on the
m imply now & sipgnificant switeh
analysis and the lines o

- i E Figgures
5, y 5 '“ﬂb‘r 19?0
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_ BGONOMIC TMPLICATTONS OF JOINING THE EEC
' 403

% urpogse of this note is to set out the main factors

: the consequences of UK accession to the EEC for
ish economy. Many of these consequences will take
changes in the UK's balance of payments, but the
1 issue is what effect Common Market membership will
| n the UK's national income, for thie will determine

* or not membership will make the UE better or worse off
Mth if she remained outside. The paper therefore

1978 would be the first
%tiﬂnﬂ It is assunmead,
ntribution to the Community budget

. T of years, -nthEI"H‘iHB
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The est: mates we have made of necessity compare the
B ‘I'.-‘ if the UK enters wi‘h the "no-entry" case,
1.e., with the situation which will exist if the UE
L 1 a member. The "no-entry" position is
s d at by assuming that if the membership
dons fail, the factors determining our trading
- position will in effect remain much as they are now.
2 t is unlikely that this is a realistic assumption,
g, r'.' M the course which events would actually follow
'-: "y &g largely a matter of speculation. It is possitle to
w that some of the losses which would be incurred
id of EEC entry - notably the accelerated shrinkage
c onwealth Preforence Area markets - will have to be
¥y case, simply because the UK is negotiating
e EEC and countries like Australia and
and are already actively looking for alternative
a UK decision to "stay out"
‘least a partial break-up of EFTA, again

e Te *' 3 on our trade and hence income. On

| 2 of the negotiations might, in

ﬁ m about another Kennedy Round,
ght obtain some of the gains from freep

e h Eu paper all relate to 107g
| t’u h-amitinn period) but

i must be paid both to the
m Mﬂm All -.timﬂ-tﬂa

.!'f
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_ f#‘ present (1970) prices.

-_- mnnt is conducted with reference to the
r headings:-

ect of the Common Agricultural Policy (CAP)
mmm import bill and on our contribution to the

p effect of the CAP on the cost of living and on the

't i ur

TK's competitive position;
ect of joining on capital flows; and

. n:‘.l:tﬁh‘t; on 'I::l:'u.d& in industrial products end so on
M “'llll b
ndustrial productivity and investment.

'Hhitf- ARl

list mlm‘h;l; covers the main ways in which our
. -bha EEU would affect the UK economy, but it is
hensive. In particular, it does not try to
ible ;unpaq-]: of "structural policy harmonization"
hin 1;1;? EEC of non-tariff barriers in their
: w—t of the objectives of the Commumity,

Cne mmmu effects of the UK's
s a marked diversion of food imports to
» since under the CAP system

"
-
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4s from the Commmity would automatically gain
ference over those from third countries. Even after
ig a relative fall in domestic food consumption and
"E e rise in UK agricultural production (both of which

duce the yolume of food imports below ite "no entry"”
is likely to lead to an increase in the value of
rts, tentatively put at £90 million by 1978.

r budget. In addition, the UK will have to
the Commmity's budget; the scale of the British
mtions and receipts will be the central issue in the
tions. The size of the budget in the late 1970s cannot
; lﬂ"lithany confidence. The best estimate that can
n Whitehall of the possible level of Commumnity
in 1978 was taken from a projection made by the
a We used this estimate in the paper we
Wﬁx in July, which showed the Community's 1978
llion units of account (= US g). This
2 been challenged by the Commission themselves,
in the view of Departments, the best working
_'mhﬂw
3 adopted by the Six, each individual
or 1970 is determined by a "key",
al expenditure. With modifications,
dnue to operate for the Six up to the eng
L '__ﬂt'.!-m:l be necessary to agree
" for the United Kingdom contribut ion
d miﬁ 1978.  The lowest key
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f
Mt be in any way negotiable is 15 per o

gpenditure. After allowing for the possible level
K: ) receipts from the Community budget, this

ult in a pet payment by the UK to the Community
mgt about £175 million. This would be reached
over the tramnsition period. (1£, in or after 1978,
-'ﬂmitr rules were in fact to be applied in full,
~shax mﬂﬂ. rise very sharply; given a constant
+; ::mt' we believe that the figure could be of the
50 million. It is because of this that we have
hat the UK contribution to the budget would be limited
ter W - see paragraph 2(1).)
1 ' 3 EEC Commission, the estimates of the main
nts of he Commmity's budget on which the figure of
- t 1s based are expressed in 1978 prices.

tions about this aspect of the estimates.
€ feel that unless inflation is virtually
gures may well be exceeded. For this

70) mw 3 they are therefore comparable )
ferred to in this note. To the extent

he budget determinants is wrong,

o

the rise in import prices

imply a transfer of

est of the EEC and ipso facts es
vailable to the UK. However, sy
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ﬂtﬂh-turﬂnnnttht the UK has to earn
current balance of payments sufficiently large
» the transfer. The achievement of this surplus
. prices must be somewhat lower relative to prices
t of the world than would otherwise be the case - ihe
r..~ e w-h worse - which again adversely affects the
In the past we have generally assumed that
s o F trade loss amounts to about one guarter of the
ce Of payments effect, so that the total reduction in
; . s e on account of the CAP consequences so far discussed
to £330 million (£265 million for the amount to be
' i, and £65 million for the resource cost of the
oration in the terms of trade). It is important to add
: 3 were made to achieve the necessary improvement
$ of payments by means of deflationary measures
a relative lowering of UK prices, the real income
- hie CAP would be several times larger then the
d th allout certainly unacceptable.
. S
trial Costs
P prices would dbe to raise the 1e
cultural output by adout one quarter ce
e in the overall retail price index
mt effects on wages,
ply) prices for non-agricultural
. ation in our competitive
m* balance. It is extremely

n estimate of the quantitative
-

IJ

|
tlo

-
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t is poseible that the adverse movement in the
lance could amount to something of the order of
lon, If a payments deficit emerges, we must look

respect to income. The rise in UK prices which caused
doration of the current balance implied that the UK's

.;_,:;:. with the price adjustment thus in principle simply
& reversal of the process - the terms of trade return to
WL‘““I&* have been if the original rise in UK costs
not taken place. It should be added that, in so far as
ent deficiency payments system for agriculture will

'.__i_ﬁpl:[ud to capital movements between
have to be relaxed. The not effect ol p
tween capital outflows and inflows is c!

el
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. nte. It has been suggested that in a typical
1=.;2‘.“r 1970s the net deterioration on the capital
ey e put at about £100 million. The attainment of
ng improvement in the current balance implies a

mmmmm capital outflow of £100 million the

4 would be about £25 million. It should be added

0 million estimate excludes the effect of any

1 liberalization of capital movements as envisaged in
adations of the Werner Report. It also assumes

48 successful in providing againet any "leak" of

tward portfolio investment via the rest of the Community to

overseas investment, However, if

;?;;_.-* movements are relaxed only gradually

e
;:,..-:~. on to the EEC which have bgen ce
h Fﬂt at a real income loss by 1978
_!th.l is a minimum figure,
trib m key (15 per cent) which l
1 of the paper turns to the 101

:hr the various eonsequences
mnm can be expected to
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ndustrial Products

ih-'llu will affect the flows of international

ustrial products in several different ways and,

A 18 suggest, by very substantial amounts. These

':--'_ be of two kinds - (a) the creation of trade, which
o ‘ hll a consequence of the removal of trade barriers

3 to supply country B with goods which country B
»‘—',--.__ mh for itself, and (b) the diversion of trade,

R%ing .,

. ' when as a consequence of tariff reduction
country & replaces country C (outside the scope of the
i ‘a8 the most atiractive source for 2 of some particular
:f:r,;:ﬁ"gpndn. Trade between the UE and the Six will
SERR alte entry, by both creation and diversion.
‘the UK end EFTA will be reduced by diversion
(assuming that other EZFTA countries will in one
Lllow the UE into the EEC). Trade between the
: Commonwealth Preference Area will
ed, but to a somewhat greater degree because
: de will be created where at Present
by preferences. Uk imports fros the rest
ced by trade diversion, though the



o m their comparative productivity is low 10
ure fe export where it ie high. This is the
* e trade argument for intermational specializalic’
0! * the gain to be made in this way will probably !
: greater than might be expected on the basie

of level of the tariffs which are being
2d; the way will be opened to the realization of

q{ scale which previously none of the countries was

s - -

real income effects of trade diversion are likely -
lese importent than those of trade creation.  Whers
muv&rtad from a relatively cheap overseas sour-
monwealth Preference Area or in the rest of the wor
M one in the EEC, we should suffer 2 =mall
» On the other hand there will also be sources «
. where the effect is to abolish, in favo
upplier, a comparative advantage at presen<
8r cost EFTA or Commonwealth supplier,

ve been made to devise quantitative estir-: .

’fect of entry on UK trade in industrini

ng as a guideline the experience sc far

£ of the EEC, and of EFTA. on +v.-
many difficulties in this work and +h- -
nly considerable. KNevertlele -

t of . | in the broad magniti: ..

8 expected that by the late1970s <.

i, -
=

i S
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"h' manufactures trade with the Six resulting from
“Hf of the order of 40-50 per cent of the "no-en'.
_ y sides, and would be predominantly trade ereatic
r hand, there would be relative reductions in Tro
%MHaJ.th Preference Area, and the rest ol
ag from trade diversion.

tant feature of the outcome of our calculations

w than the rise in exports; our - very provisic.
5 ':'- suggest a deterioration in the trade balence on
tures by something of the order of £80 million, even 1.
i + optimistic assumptions on several of the
\ which the calculation depends. A number of
e in producing this outcome, but the two princ:
B ___-m-uh'pronpt us to expect scme deterioration -
rade on manufactures are the following:
[ff on manufactures is somewhat higher than
8ize of the reduction in trade barrie::
impor: gide than it would be on the o
K exports in our trade with the
mgnrtha.n any fall in imporis
mmonwealih resulting from the
rnal Tariff on Commonwealth t:-
se in the total flow of troi-
mm balance by £80 :i-
a result only a relatively
_. ﬁ n obtained through the

il ﬂt “mm’.ﬂﬂ oF
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‘be lost because of the resource cosis of rectifying

"‘ﬂ’ payments deficit., The net addition to the
ome Hunlt:l.na from free trade in manufactures 18 Ve

8 1m ant to stress that theestimates of trade flows
h we have derived the forecasi of a deterioration in

+ of trade on manufactures
the gains from increased specialization, etc.,

sarly possible that the UK's experience as a member of
g;w from the average of pﬁat trends. For

se tranafer of resources to expanding industries
on. On the other hand, the UK's experienco

setivity. Besides the direct effect-
suseed, there are other, indirect
ry to the Community may affect the
-.ﬂidm 1ikely that the opening un
5 will lead to an increase in
ugh there may be some decline i

w inereased imports this -
part of that increase. 17T
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m determine; very provisionally we have put it at

D million and £100 million by 1978.

of !“‘
nd. ¢'-m ﬂlﬂ- possibly much more important, the increase

'- gth of competition is likely to have an effect on

K markets will be opened to EEC producers is likely to
tish firms and industries to make more use of
ial for improvements in techniques and in production

d a Hla.tﬁ.ﬂly protected home market to themselves.
aquent saving of resources and relative lowering of
dd be additional to the effects resulting from the
mmuma of trade. ¥We are not able to put

'1 e UK's real income. On the other hand, we
'-L;E.B_"IB there is likely to be any sizeable
nee of trade in manufactures.

;8 put forward in Section D may be summarized
tative estimates of the income gains from

< 'f & o
n the sum of the income losses resulting

“,1 :ﬁha Community budget (which were
: !m“].. frm thﬂ Uthﬂr Ef.-.i..c w5
pital transfers. The difference

#ﬂﬁm by toking a relatively

Wﬂ:’j of the two major areas o

tnﬁ prol‘l'uﬁt:l.vity which goes beyond what is manifested
0! o:l‘ increased flows of international trade. The facl

e e, g ———
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) ;iﬁ.nh we have not been able to resolve:-

‘¥

ent to which the UK's trade experience as & merber

'.'

m will turn out to be more favourable than
qult EEC experience;

" i to the balance of payments, on the other hand, we
M any offset to the adverse movement arising from
mmn, and a rise in the capital outflow; on

'y the balance of trade in manufactures is also

¢ from examining the trade performances of the EEC
, paragrarh 18 above) we have also anslysed trends
mal incomes, manufacturing production, investment,
tc., to establish whether the creation of the

shown to have had & measurable impact on the

%ﬁm has been concerned with the
T Lﬂlﬁ economic effects both before
: A periocd are clearly of

8 - ve ﬁmtnrn earried out some
‘ ,_t.- dbable time-path of the
assumptions (though rot
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unreasonable ones) sbout the way in which the

factors described earlier will change over time.
ount hl been taken of the competition effect because

i

111ty to put any numbers on this,) The principal

e as follows:-

tors making for a reduction in real income are

r to build up more quickly than those tending to

@ income; on the other hand income costs should

h a q&:t:l.ins (when the UK's contributions to

153 ﬂmua have risen to their agreed long-ternm
-»m# the benefits may, on the experience of
EFTA to date, be expected to continue

reasing for some time. In other words, the further

c into the future the more likely is it that

re 1 '_"_inﬁ into the balance of payments and
-Ei:n mtanhtring, so that the growth
o A
ble for consumption (private or public
and (11) it would seem prudent
urdens of membership as far into
. mm to avoid creating an
_ problem. Acceptance of
ets in the more distant future mattopg
B banad its are sizeable by then
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ng to 1978) are summarized in the following

£ million
Renl

+125
+ 75

Say, =150

income gains fall short

:gnim contribution to the

L haa been assumed, let alone any
0TS may be obliged to accept,

_m taken on two important

FEC's past experience to

[ ¥ i




. 2 DENTIAL
2 Foreign and Commonwealth Office
| London S.W.1

A ﬂ,"__‘ anumbar, 1970

i
I Jﬂ7 "

ose the full brief on the
ﬁ@pnrt. for which you asked in
of 2 November.

\ mr letter of 3 November you said
the Prime Minister would not need any
'bi*:i.uf for his meeting with
&n 11 November. You may however
5 thﬂ enclosed copy uf tlm bl"lﬂf

-.5_9_ November . It covers some
1‘!!; Monnet might raise with the
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Political Unification -

B The Davignon Report

Minister has asked for a full brief on the report
-'%ﬁh'hlnkIPUund the significance of this latest

. and its consequences for us. A copy of the report

ty and a Buropean Political Community in the

e ﬁiﬂ Rome Treaties, like the Treaty of Paris, are

-

#A- -
ﬁlgunnﬂiE.traaties. The only sign of their political

:ﬁﬁ;~praanhle of the EEC Treaty, and particularly
rds 'Determined to establish the founddion of

or of the European peoples!',

ation (copy attached) issued by the Six

; g in July 1961 was the first attempt

nomic integration with parallel

. by the Community Treaties,

ion of foreign policy towards third

ﬁil Tpolitical union' or 'political

tiul economic measures.

.

J#,uﬁu the Bonn summit, trjeq
Ift 'treaty of political union?
han the substance merited)

':TiﬁF Five and the French,
‘ftﬁzhldiril action in
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jhnuld defence be included and if so how would

, h the Atlantic Alliance? d) sould HMG be allowed

éﬂt in working out the framework for the future?

'ﬂ_ﬁﬂﬂ had applied for membership of the BEuropean
es, Mr. Heath, in his opening statement in

ober, 1961, spoke approvingly of the Bonn

': 10 April, 1962, in WEU {a copy of statement

sated our great interest in the political

State and Government, between Foreign
, Chiefs of Staff, and Ministers

r meetings at official level.

8 of youth exchanges and

j,l.:ﬁ‘-amn in France). Over

under the Treaty has waxed

v s - o o
£ ‘.'fi.ll Community method -



'*Tﬂ'h for the Bonn Declaration was important

on that Britain had now learnt the lesson

slitical aspiration of Community Europe. And

Lﬂ#ﬂtrnuant emphasised that our motives

» the second French veto, the Belgian Foreign
li a procedure for intensified consultations

'_iﬁpﬁta. The Italian Foreign Minister put

. that before taking decisions on

ons (a list of which was to be
ult together in order to harmonise
t possible extent. The French

1t and pursued immediately

i ff}fianunt the Middle Bast crisis
I iive level; the meeting

A8 then Secretary of State

/attended



"5'.:'lI) to exchange views with the other members

R -
-
Ly
.

QIB. French refused to attend the meeting and

ew from participation in the activities of

bl A

ist of issues when it was put forward in

1 by the Benelux members in May 1069.

* consultations at Permanent Representative

. issues of foreign policy nevertheless took
';. with some limited success in harmonisation.

it de Gaulle's departure, France returned (in

-:‘-*g.rt. in WEU under conditions which allow her

er moves towards increased consultation

for two reasons. First, while the

. it gave us a chance to demonsirate

) and a half lean years. (It would
: spurious attractions of

= -

‘had been no dternative European

' ,. ‘attempt at regular,

Fom sory consultations on

T _' were taken by a group

f intended as a move to isolate

/the French;
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._ih .
3 as might be expected the Germans and others bent

ey
. - 1..-!'- _:“ htl.l.n: th“ back in. But it dumullﬁt,[‘utﬂ‘d Lhat

Fi!ﬁr the first time since 1962, the Six as such

R

: 1ﬁ£ﬂlnﬁthlr attempt in the political field. Un

hﬂn were assured the following day by a special

-_'H@pr Brandt that we should be offered full and

: I:&- from the oulset, as part of political Furope
ﬂﬁyibar of the Community. But explicit CGerman

ded g into increasingly absentminded
ﬁhﬂ have had to settle - for the period of the

i for less than full participation.

on_Report

e

gian Foreign Office who took the chair
s that prepared the draft. Part 1
ﬂl;fillﬂﬂl for attempting progress to
terms. Part II proposes six-

=

rs, and quarterly meetings

foreign policies. More

_ ___;f there were crises. The
.

it in the chair of the

. ,_.‘_

P

its are to consult on

Ty
-

/a11 important



CONFIDENTIAL

stions of foreign policy. Part IIT of the
-dl further report in two years. Part IV

peiation of the applicant countries with

RN N Y
1l

in Parts II and III above, by holding

.Im Foreign Ministers at an interval after
-zﬁﬁp—&i: Foreign Ministers.

Wﬂmnt on the Report brings a new area of

-m scope of the Community system - an area which

S
.ﬁrﬂiuuslr the Five argued came rather within

ﬂﬂiﬂﬂd Brussels Treaty. Herr Scheel said of

- people did not realise what a significant
ake: But its content is meagre. It does not

Jr—

-agra no new institutions at all. The

-

en only a foot in the door - it 'will be
own. itsviews', 'should the work of the

ivities of the Buropean Communities!,

ive integration with
R report, to suggest
:;fl‘;fﬂ:.h'truu that the
€ harmonisation, and

feould
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be more easily extended, for example, to the

ent than to foreign policy co-ordination

to keep up with a developing foreign

Tm?ﬁlin alone a real crisis. Quarterly meetings

ectors, as provided for under the Report,

‘J-t the day to day conduct of the Six

fﬂin policy, even if that were intended,

al value. The habit of working together

*rﬁnd as a former Foreign Secretary

__'ﬁi@ﬁkju.liturnlly, this

“7ﬂj#11t presumably meant

i‘“"'llr - from the

‘ 'P The way things have
: mﬂ“ﬂ for “nlﬂltﬂ.tiﬂ-n

/rather



r term, however, the inclusion of foreign
tiun in the Community's activities is in line
1 policy of successive British Governments,

ﬂi and IMG's interests. There is no question

%9 federal institutions. The Six's declaration

-fﬁnfﬂﬂ Administration. As Signor Malfatti

!pﬂﬁial pleading for a bigger role for the
ﬁhﬁrnfin no ripgid line between the Community's

For example, if the

.@u?'pnlicr will be a logical

-
e

- @ the member Covernments

ed. An entity as
ed Community will scarcely

:.tn world affairs. As a



specific British, as well as European interests.

e —
.-
E i

o
ntime, for the duration of the negotiations,

—

to prevent the proliferation of different
foreign policy consultations - WEU Ministerial

'ﬁ};ﬂiTn Ministerial meetings, meetings of the
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= ﬁﬁ- : M. Tickall \
N i Telephone No. & Ext.

Department

ETING BETWEEN THE CHANCELLOR QOF THE DUCHY
OF CﬁﬂﬂﬂaTﬁH AND THE SECHETARY GENEHAL
OF THE PRESIDENCY OF THE FHRENCH REPUELIC

A f..E;itish Embassy Paris, 9 November 1970 1700 h

M. Jobert, the Secretary General at
the Elysée, called on the Chancellor of
the Duchy at the British Embassy on
9 Noveiiber. The Ambassador and I were
present. M. Jobert spoke French and
Mr. Rippon English.
e MY, Rippuﬁ went through the main
Points ne had made earlier to the Minister
Bl 0f Forelgn Affairs. He said that the
7 :ﬂrthnuming French Chairmanship of the
.Qnuncil of Ministers was a great chance fop
iﬂﬂﬁﬂ? and Britain as well as for Europe.
*?"“ hoped very much that the back of the
negot aﬁlana would be broke§
6 9_”ﬂhairmanahip ended.
2 - 8aw the negotiations as an alfair
: anda united in working towards a
“d{*ﬁi?ﬂ rather than a piece of
‘Which each side sought to
hﬂ?&ﬁt&m There should not
; ;nlning Over details. 7Tng
jﬁﬁﬁ;; Was declded the vetiep.
“‘ﬂﬁﬂiﬂﬁ for all concerneq.
‘the Treaty of Rome and w
anlﬂﬂlﬂdlns the Common

Daty




@gricultural policy and the COrres
| ponding Financial Regulation. e
| vital problem for Britain, and of
| course British public opinion, Was
| how to make sure thal the impact of
membership was not too severe and
that we dld not bear an unfalr
proportion of the burden of Community
financse. Given goodwill and uncer-
atanding, the three other main prob-
lams —=New Zealand Sairy products,
_ _ sugar from developing Commonwealth
g gountries and transitional measures e
Al gould be settled without excessive
difficulty.
3. M. Jobert said that the negotia-
tilons wers taking place in the best
possible political circumstances.
| We all hupébfnr success; and the
| British and French had a particular
:rﬂhg,ﬁ_gptgraat in achieving it within the
o 'Hﬁﬂg:ﬁﬁx?vﬁix months.,  For their parg

~ | the French would certainly not drag

' & » feet, He agreed that neither

’ .gggulﬁ get bogged down in
18,but thought it hard to :
*lve the negotiators of theip ryun.
/Erench relations were now mucn
88 the whole Board ang ne
ould continue,
ppon said that the negot-
E_- -ﬁ_r course our primﬁry
"“i?gﬁ"hﬁumuch Wwelcomeqd
=0=0peration in other

T8 working effectiy
the Middls Eagg. g




Concorde was going well. Ib Was .

atuﬁEéE§QEE'tha new British Govern=

ment had a look at it in the

~ |context of its review of public

' lexpenditure, but the French should

Pl not be alarmed. Both Covernmenise

ot now awaited the results of the tests

S lnext year. On the éir Bus and

i related questions, he hoped it would

R be possible to' secure the future of

Rolls Royce in a European aero é€ngine

fndustry. As for European space

lactivities, H.M.G. had been criticised

for not endorsing some very vague

proposals wnich required careful study

and evaluation. Such problems would

have a quite different aspect so far

s H.M.G. was concerned if Britain

was inside rather than outside the

gL Community.

B, The Ambassador mehtioned that we
 lwere naturally ready to participate

. jin discussions on sterling. People

lshould not think we were reluctant

. something to hide. Mr. Rippon

iat such discussions would have

Kitremely discrest. Anytning

____?_t_-_ia.tiona proper, which
unroll in the market place,

ﬁ;ﬂthofqunatinn. M. Jobvert

-F'i:. :;-’ 1

It listened more than he
nK he understood what was
4 8nd certalnly registercg
ints. For his own part
yr and goodwilj,

——

CC.(,‘M
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0 pn. CN -f'Hu, C‘D;‘f, CTCIRR 22, 1970, AT
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L ! Henning Fischer Sir Denis Creenhill
*‘Iﬁﬁ manent. L nder-
1% Er. R. T. Armstrong
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Dr, Daunsgaard, the Danish Priwse uingstor, ¢ :-';
fermanent Upder-Secrctary, rnllcﬂ apon the-i'rime
a’f; Denis Greénhill and

ri L1

accompanied by

d said that Danish entry into the ¥.E.C.

r;i_ onal upon United Kingdom accession, Ile was
:f'iﬂihnthc arrangements which had leen made for
2 and consultation between Britain and Dermark duorins
tions. The Danish Government's main concern lay
'qqs-nr the tramsitional period. The Danish
ent had proposed officially that there should be no
e L perdiod for Denmark. Unofficially they accepted

itional period of three years. They took the view
rs proposed by the United Kinzmdom was too long,
2ly important to Denmark that the
0d shiould be the same for industrial as for
lities: entry into the Community wounla

vy to
—ntant'tn be able to show that this

stiffer competition from the E.E.C.

?ht:ttI was counter=balanced by the
'-.. nt entering the Common Markutq:
%pp main reason for
.J:.gh§§; yYears for the Uniteq
"j:iii the major change in
whieh would bo required,
"f“?l but the process could
Industrial point of viow,

A



9 I p—— hat
L Un relntivelr quickly. e himself was not clenr Lid

t!mitiuu 1l periods for industry and agricul ture
-
&
mt for keeping the periods the same for industiry and

etely rnled out, lle saw the intellectual

culture but doubted whether over periods of the sort

f-ﬁ?inﬁicntaﬂ the inequities and anomnlies that would
*q".
would be very serious or lasting.
e
Baunsgaard said that another difference between

-fsmﬂ Denmark was over the rate of prozgress during
sansitional period. The Danes would propose that their
o 1

:turnl pricas should be raised in three stages, of 40

I_fl.

-

_rmm, 30 per cent and 30 per cent cach. That did not
v |
ar to eorraqpand with the British concept of a small first
r-r atita
ﬂith larger steps later on. The British were also

thnt there should he no chnn"e in the initial year.
S %wh/m-ﬁm

: Tﬁﬂ Prime Ministe® said thaﬁtreﬂreaented no more than

E“Etiﬁpapprﬂﬂﬂh in the light of what would have to be
the first year. It would not be possible to embark
rﬁﬁgéﬁﬁﬂry for facilitating entry into the !Market
sses of ratification by all the countries

-ffi'ﬁi take up to a year, were completed,

would

rk; bhut the problems of the
A and the progressions within

'fﬁhntih hmrticuiturnl
3 the E.E.c,,
.« m“ n

=

though gop,

diflicure time,

-

h--__hi"'!""--___



M@W had expired. Ue wos not clear that there
Izﬁlﬁhlnr{mr market for Danish meat in Germany,
might get better prices for their meat.

oy r as <he Norwegians were concerned, provided

.....

‘on agiiculture and fishing, Dr. Baunszaard believed

,.’1,},1:- necessary majority in a referendum would be

rill ‘

ﬂ'implicntinns for EFTA to that which they had
in 1967,0f waiting until negotiations for accession
M\Hﬂt into the E.E.C,were complete before tackling
I ms for the E.F‘TA countries which were not entering
¥ﬂ@59r that, if the EFTA countries postponed
_:"ut :t.hu problems in this way, they would be foced

;{Epri The Prime Minister and
at Britain and Denmark should use
:ﬁgﬁhn Meeting to try to start

: th financial arrangements,
Gl

Mtut had not sugcest nt!{'m;,r
ml period for rinnncin{
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] i"" [ L. - --1 5 t]l:"‘ «
atLer The bnsiec guestion was what the proporiloly
P |
_4]

-Mll be at the end of theperind, and this quesiion

be faced at an early stope.
- e
_-,-,_, R,
-t,."_'_

jon T

J

and Commonwealth Secretary
r of the Exchequer

~of the Duchy of Lancastier
er of Agriculture,.

¥ of State for Trade and Industry



v of the Report of the m

VWerner Croup

m achievement of an economic and monetary
g in a stable Community is both
ry and possible within a period of 10 years, to
nt that political will to that end is not
de Ui
Procedure towards economic and monetary union
lamental political importence and includes a
‘of institutions; economic and monetary union is
leaven of political union, without which the latter
see the light of day.
A double parallelism is to be seen between on
d the remunciation of national autonomies
isfer of authority to the Community, and on
Jetween economic union and mone tary
‘oceed in parallel without eithep one
nsidered as having absolute priority.
of monetary union cannot yet, be
initive manner and must inr;':lude
fhat is why really concrete
e rned essentially with the £ingt,
r'_,;mm-:runmm Stages it '
' *'indimt.ium of the
5 the final ObJectives,
v be seen fairyy clearly,

[ — -

e ot
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~ Rirst Stage - canuary 1, 1971 to end 1973

" The procedures of consultation already agreed

- ‘_ 1 be reinforced and their nrior and obligatory
‘character guaranteed.

q-" "= The action to be taken is for the Council, the
Conmiss: on, and the Council of Governors of Central

s, | 1
| SRR .
1

R " ‘The Council shall meet three times a year to
._ 'II Wﬂt the main lines of economic policy and to
k- determine in quantitative terms the directions of
policy. After its autumn session, the Council
11 approve an annual economic report for transmission
» Parliament of the Communities and to their Economic

0 prepare for the meetings of the Council by
1tn§wmcuf the Technical Committees,

é@ monetary and credit policies
lonisation, in particular for the 1

| | shall Present, I
' the Centrq) Ban]-(s, 10 the ‘



- 5 -
Governors, and to the Conmission.
S On the moretary pien, the common position of
b8 Commnity vis-h-vis third countries and the IMF
8 closely defined; there should be no increase in
ity in the régime of inter-Commnity parities,
¢ihﬂ IMF were to decide on an enlargement of
argins of fluctuation in the world as & whole;
bfhall be a strengthening of obligatory prior
1ltations in the event of there being any possible
e of parkies.
%;; Frﬂm the haginnlng of the first stage, ihe
”ﬂtg Ehall adopt a specific parity policy whiech will
‘tﬁ 1‘-‘;1}:19 Community & monetary personality; this
,Liﬂill be reinforced in successive stages as a

t.ha,,par_a:llal harmonisation of economic policies:
irt. there shall be a de facto reduction in

7ins between Community curiencies before

lamation of such reductions. This
' '=';ﬂ by successive alternations of IS
of margins, achieved

ﬂunrancias, first at the = !
ards the inner part of the

"..

e .
' (the embryo of that whicn

m:-w Fund) wilj F
e mml mlﬂnﬂES

i » &Iﬂ of Sugggsting
5 (the non-

: f;Alﬂtﬁrﬂﬂtinna1

)/



X
m Working Group shall be set up to study the
itions of the Treaty of Rome necessaly for the
men ﬁf. economic and monetary union. It shall

\' m creation of a Community Reserve Fund with
--ﬁ market intervencion during the second stage
P outlining the Community system for Central Banks
':- ot»m) to be introduced during the final

; 4§amtar—ﬁavemtal Conference of members

' oked to agree medifications in the Treaty
e in accordance with Article 236 of the Treaty.
;@B&m shall be a special meeting of the Council

amme for the second stage (the question whether
ce to the second stage shall be made under
terms of "automaticity" are still the subject
}. The French view is that of a strong
sage to be automatic, in other words
xigencies of the Dutch would not be

r %, 1974.
- : continued of all the above
3 guide-lines to be fixed:; macro-
rdinated by monstary and
policy to be
vegrated: exchange rate
&m:.lisa.t.im and
Oping into a sort of

ﬁ,m timetable of the first stage and to establish

'.:h
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1 Reserve Systen" (last three words in E
'i‘his Fund will be the successor Of the
"'t.v Agent" established to intervene in the way
sribed during the first stage, end will have the

nsibility of absorbing the short-term monetary
t machanisnﬁ as well as supervising the systen of
i t.ion of medium-term policy: it should administer
; proportion of the reserves of the Cetrel

ng]_iﬁn} .

'_.'_ﬁ" " At the end of the period the national balances
| wmem will have no more significance in relatlons
sen member States; only the global balance of
: of the Community as a whole vis-&Ws ihe
e world will continue to give rise to monetary and

r, this monetary action of the proposed
re than round-off financial compensations
. budgets, long-term equilibrium within

g assured by the mobility of the fact.mrsl

‘singl *gw:-amy would be a better

' " m of the whole enterprise |
of the parities of tne
11 be & question of
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Mr. Rawlinson
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- EEC NEGOTIATIONS: UK OPENTNG BID ON /
S COMRUNTTY FINAKCLING

-

You told Cabinet on Thursday what you h:d in
6 opening bids in respect of New Zealand
I understand that we shall

'__‘5, of course, I have a particulurly close

gmd. in the way we play our hand. T hope
uu will circulate a paper to the
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tions rar

' l;ln:l.nt.er m Fr;l. October 30
: Ommiuis. 311' Burke Trend

1 o joint Ministerial consideration
; of the negotiations the following

w that you would prepare a condensed

| ersion d"{gr recent submission to
he Pri ter to be sgreed

tally and wit the

cQuune gt
085 uo



ng & copy of this miniie to

(SGD) P. J. S. MOON
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JENNA OSLO STOCKHOLM HELSINKI REYJAVIK LISEON
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SCUSSION, MINISTERS INSTRUCTED THE COUNCI
DER, IN THE LIGHT OF THE DEVELOUPMENT
SSELS, THE PRACTINAL MEASURES ZE.UIRED
REALISED BY THE ASSOCIATICN UNGUOTE

ING TO VIENNA OSLO STOCKHOLM
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WEL NO 769 OF 2 NOVEMDER REPEATED FOR INFMN
D SAVING TO VIENNA OSLO STOCKHULH HELSINKI
TP

'ﬁ‘* iy
Py 2

MHH INFORMAL PAPER:

| -1 T
THE ﬂﬂﬂml. COUNCIL 1S IN AGREEMENT THAT
‘M18S PRCBLEM, THE COUNCIL SHOULD TAKE A
Hli‘ QUESTIONS:
i H. AND THE SECRETAR!AT.
RATION OF A REPORT BASED ON IWFORMATION

FOR A SPECIAL MINISTERIAL MECTING TO DisSCUSs

UTENTS OF THE REPORT WILL JUSTIFY A

BULD NOT TAKE PLACE LATER THAN THE BLZGIiNMING
BABLE PROGRESS OF THE NEGOTHIATIONS 1M

LLO m BY 'mE COUNCIL AND THE SECRETARIAT.
iy

ma ON THE BASIS OF MINISTERS?
8PP s:lsu BY MEMBER STATES:

' [WEEN THE EFTA COUNTRIES (Cuncrnys

h‘Et‘ﬂ THOSE EFTA COUNTR!ES
iancEﬂﬂs ONLY 6 OF THE

:'FLL BSIBILITIES AS pEnAn
tn N THE FigLn
TRIAL POLICY ETC. (c.

e ¢ B) PREPAR. c1on



..1 o

- Q ! ' b

' GﬂHFIgﬂITILL

PREPARATION OF A REPORT TO A MINISTERIAL MEETING, THE TINE
LIMIT mu} BE nu LH‘ER THAN THE MIDDLE OF JAHUARY 1971,

;"q-" “
-

B)

pA 5.']' L3

EFTA TARIFF FREEDUM

N TO BE CLARIFIED 18 WHETHER ALL S1X NOHN=-
ANTEND TO ASK FOR COMPLETE ABOLITION OF
" )F THE ANSWER 1S NEGATIVE THE EXTENT OF THE
INDICATED. THE NEXT ISSUE 15 THE FORM
RANGEMENT (FREE TRADE AREA CR CUSTONS UNION).
ATIES SEEM RELEVANT AS ARTICLE xX1V CF
HAVE TO BE RESPECTED. EC'S TRADITIONAL
ff";ﬂu ORICIN SYSTEM SHOULD BE CONSIDERED,

3 BASIS, IF SO, wnTHiﬂ WHICH BAND WOULD

"ACCEPTABLE. 1T 1S REALISTIC TO /SSUME

;;nnﬁFTtﬂﬂ OF RULES OF COMPETITION AND PARY

(i THE FIELD OF HARMONIZATION WITH A VIEW TO

ARRIERS TG TRADE WOULD BE DEMAWDED BY THE EC
A COUNTRIES. 1T 18 THEREFORE RELEVANT

TRY {5 READY TO PARTICIPATE In EC

{ THE TARIEF FIELD.

F BOTH THE EC AND GATT WILL DEHAND CERTAIN
FURAL FIELD IF FULL TARIFF FREEDOM 15 T0
IiELL‘:. IT 1S THEREFORE RELEVANT TO ASK
¥ 'Hauu COUNTRY COULD ENV1SAGE
3 ABOLITION OF DUTIES AND/OR G.R?S
CE ARRANGEMENTS).
'kﬂw THE POSITION OF CACH COUNTRY 4S8
TN W OF ESTABLISHMENT, THE CAPITAL
“mﬂmas POLICY AND TRANS: ORT POLIC

Z 'B) AaRyIITTTE

e



CONFIDENRTIAL

UK MIS GENEVA TEL KO.769 TO FCO., -
. S-

"BET’HEEH THE SIX EFT! COUNTRIES WHO ARE H'DT
"F'ﬂl

IENTION MUST PROBABLY BE TERMINATED BY THE THREE
0 APPLY FOR MEMBERSHIP OF THE EC., THE QUESTICH ARISES
OF SUCH TERMINATION SHOULD BE DEPOSITED. AS REGARDS
B COUNTRIES IT MIGHT BE POSSIBLE TC CONTINUE TG AFPLY
"EFTA COMVENTION, OR A SYSTEM OF BILATERAL AGREEMENTS BETWEEN
SIX gngﬁfatea.ulaar HAVE TO BE CREATED,
MR

'ﬂnz CONSIDERED WHETHER MAINTAINING THE EFTA CONVENTICN
{E S1X NON-MEMBERS WOULD GIVE RISE TO PROELEMS FROM THE
: wﬂF THE EC (IN CERTAIN CIRCUMSTANCES THE GUESTION OF
J=Q-GBHPET|T|vE CONDITIONS MIGHT ARISE). KEEPING THE

RD DECIDE QUESTIONS WHICH CONCERN THEM ALL.

-gagygstiuns IN A SERIES OF BILATERAL TALKS WITH THE

BE A VERY SLOW PROCEDURE. THE INSTITUTIUNAL

.ﬁgg ADAPTED IN ORDER TO PERMIT A COMMUNITY

!&,.QE OBSERVER 1IN MEETINGS, AND TECHNICAL

BN THE EFTA SECRETARIAT AND THE COMMISSILN SEEMS Tu
#LE, ALSC THE VUESTION OF NEW OR ADDITIONAL

[AVE TO BE CONSIDERED. WOULD AN ASSUCIATION

OUNTRY BE NECESSARY~FUR INSTANCE IF THE

WITH 1TS COMPETENCE RESTRICTED TO CERTAIN
\TED? n#T:cLE £38 OF THE TREATY OF RCME
,;-~.'—y¢nuuu|TT AND AN INTERNATIONAL

5; THUUGHT 1S THE PRINCIPLE
ES SOONER UR LATER “ILL MAVE TO
mm COMMUNITY MEMBERS A3

SERVE ANY USCFUL FuRvose
I / THEY SHOULD



CONPIDENTIAL
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THEY SHOULD AT ANY RATE TAKE PLACE EARLY ENOUGH HEFORE THE

THREE CANDIDATE COUNTRIES FIND THEMSELVES AT THE OPPOSITE SIDE

OF THE NEGOTIATING TABLE WHERE THEY MICHT RUN INTO DIFFICULT

CONFLICTS OF LOYALTY IF THE EFTA CONSIDERATIONS HAD NOT BEEN

COMPLETED, FCR THE SAKE OF CCMPLETENESS IT SHOULD ALSO BE

nm CERTAIN PRACTICAL PROBLEMS IN CONHECTION

WITH THE TERMINATION OF PRESENT EFTA CO=-UPERATION (FIMANCE

STIONS) SHOULD EE DEALT WITH. THESE.COMMENTS DO

EﬂﬂnﬁsTlvE. THEY TGUCH UPON SUME UF THE PROBLEMS

L TO ﬁam ATTENTICN TO IN A FIRST DISCUSSION.

AT .
ﬁ -‘[‘FIE HON-CANDIDATE COUNTRIES 1N SECOND GENERATIOH

F‘ Sis

%=.?:_¢#fF¥ IS THE EXTENT TO WHICH EACH OF THE SIX

TO PARTICIPATE IN THESE FIELDS. IT WCULD NOT MAKE
ES WHO MIGHT WISH TO GO FAR SHOULD BE HAMPERED

JECAUSE ONE OR MORE EFTA COUNTRIES CUULD NUT SEE

CIPATE. THERE IS A DECISIVE DIFFERENCE BET! EEN

CH SPECIFIC PROJECTS AS THOSE IN THE TECHWCLCUGICAL

3T OF THE EFTA COUNTRIES ARE PARTICIPATING ALREADY

AND PARTICIPATION IN SUCH POLITICALLY IHSFIRED

N AS THE ECONOMIC AND MONETARY UNION. THIS NEW

)F EC INTEGRATION WILL EVEN MGRE THAN THE COMMON

SSITATE STRUMG CENTRAL INSTITUTIONS %ITH

AL AUTHORITY, THE MOST DIFFiCULT PROBLEM I

i AND WHICH 1S A DOUBTFUL SUBJECT FOUR EFTA

N OF HOW THE NON-MEMBER STATES COULD

N THE DECISION MAXKING  ROCESS. IT wiLL

T AMOUNT OF CAREFUL PREPARATION JUST Tu OBTAIN
E POSSIBILITY OF NON-MEMBER STATES LEING

OT TO SPEAX OF THE CONCLUDING = DISCUSSIONS

B
| OTHERS THAN THE NON=CANDIDATE

- '"wm: IN THIS FIELD. BrCAUSE
HEI'BEH STATES MAY HAVE ON

‘_ ! 'I
.
N

1
-C

]r

_'- & , m MHITY



mlsm ON HOM TO ACCOMMODATE THE NON-MEMBER STATES
RE , T, IT IS HOWEVER IMPORTANT TO GAIN A SUE BSTANTI AL
STAND! ur THE INTENTIONS AND THE POSSIBILITIES OF THOSE EFTA
1 -’l.li.lﬁll ARE HOT CANDIDATES FOR MEMBERSHIP AS REGARDS THEIR
6 WHOLLY OR IN PART THE OBLIGATIONS FLO'ING FROM
IN THIS FIELD OF CO-CPERATION. THERE SEEMS THEREFORE
MEIH' FOR SPECIAL DISCUSSICNS BETWEEN THOSE COUKT?IES
' TED IN THIS QUESTION AND THE THREE EFTA CGURTRIES
_B@TES FOR MEMBERSHIP,

1AL Pﬂle' WILL COMPRISE SUCH FIELDS AS PUBLIC PURCHASES
CONTRACTS, STANDARDISATION NOT LEAST IN THE FUBLIC SECTOR
"'!ﬁggu, AID TO RESEARCH AND OTHER INDUSTRIAL DEVELOF=-
LICY, AID IN SUPPORT OF INDUSTRIAL CC-OPERATION

5, , HIGHER EDUCATIOH SUCH AS MANAGEMENT TRAINING,
taEATlnﬂ OF A FREE CAPITAL MARKET, COMMON RULES
i INVESTMENT ETC., IT 1S CLEARLY NOT SUFFICIENT TO
CIFIC TECHNOLOGICAL CO-OPERATION. THIS MIGHT MEAN
| STATES WOULD CONTRIBUTE VITHOUT BEING ASLE
THE ADVANTAGES ACCEESIBLE TO THE COMMUNITY MEMBER
[ION. IN THESE MANY FIELDS WGULD ON THE OTHER HAND
NS WHICH SOME CF THE NON-MEMBERSHIP CANDIDATE
TO ACCEPT. THE WHCLE FIELD DESERVES
REMELY COMPLEX AND IT SHOULD NOT BE
] { ON THEIR OWN WOULD PAY MUCH

T AS REGARDS THE NON-MEMBER STATES,

¥ ;ﬁL vy
B4 R [
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H13$Iuﬂ GEMEYA TO FOREIGN AND COMMONVEALTH uFF
BER 748 o NOVEMBER 1979

. L 1ﬂ 215402
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{CE
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:?31 TEL KO 768 OF © HOVEMBER REFTD FUR INFIN TO
' ”ﬁi?lﬂﬁ TO VIEHNA OSLO STOCKHOLM HELSINI REYKJAVIK

lll. MEETING: MAINTENANCE OF E F T A FRE E TRADE.

114!4_‘

T nn, Alus THE TEXT OF A PAPER WHICH THRANE (DENMMARK) HAS
To 1 DELEGATIONS INFORMALLY, MY SECOND | F T CO HTAINS
E SECRETARY-GENERAL’S PROPOSAL FOR A MANDATE FROM

RED ME THAT THE DANISH FA’ER HAS HO STATUS AND 1S
S CIRCULATION AT THE MINISTERIAL MEETING, T

T THAT COPENHAGEN AGREED TO 1TS BEING SHOWN TO
GUES, THE THOUGHTS IHi IT VILL HOVEVER F'F?"-i:'nAHLT

"Lﬁ LIKELY TO BE FAYOURABLE, ( THE PAPER
ITACTS BETWEEN JOLLES ANMD CHRISTIANSE(
“DANISH DRAFT). HOVEVER, iCCORDING TO
T GOES TCO FAR IN RECUIRING INFORIATION

"?ﬁ=.“$slnus WITH THE COMMUNITY OH 12
| AS MUGH DETAIL AS ¥OULD BE RECUIRED IF
"iﬁttnuEn. ON THE OTHER HAND THE

3 -ﬂJ ENERAL*S IDEAS FOR A STUDY
EVA TELEGRAM NUMBER 161 SAVING) Do
-éiﬁTlcuLnn ANY STUDY SHOULD

&IHIHG FREE TRADE AVMONG THE

GATION SAY THAT THEY HaD

HE DANISH PAYER, ALTHOUGH

M, THEY CONSIDER THAT

.-au CAN BE mape AVAILABLE

“ T“E DMIEE, lnEt L

ihlnlnmeuesrius NOT LaTep
/5. THE
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5. THC DAMISH IDEAS VILL UNDOUBTEDLY HE DISCUSSED DURING THE #
MINISTERIAL MEETING EVFY IF THEY DU NOT CUME UP IN DETAIL N
THE CONFERENCE RUGM, 1 HAYE TOLD THRANE THAT UNITED #14GDON
. MIMISTERS WILL BE RELUCTANT TO GET INVOLYED §G DEEPLY IN THIS
| AT THIS STAGE, AND HAVE ASKED HIM TO EXPRESS THE LO'E 1M
ENHAGEN THAT HIS MINISTER WILL HOT COME VITH ANY DRAFT MANDATE
HESE LIKES AuD TO SUGGEST TH&T ANY FURTHER IHITI'TI £ SHOULD

qma Hanuemnu DINMER © r cnm:f*m : THI% WOULD Iu A
CCCASION FOR US TO TRY TO GET AN AGREED LINE VITH THE
THE BANES. AS THE LATTER HAVE EMPHAS 1 SED THAT THEIR
'_;IHE FORWARD THESE IDEAS 1S TO MAKE A SERICUS
ﬂﬁ*ﬁﬁT THE PROBLENMG THAT WILL ARISE AND A4S THIS

T LEAST BY THE SW1SS AliD THE SWEDES, | _SUGGEST

E THE LINE THAT THE DAMISH IDEAS ARE "HE LPFUL 1N
BUT THAT THE TIMETABLE ENVISAGED 1S UHREALISTIC AND
MHETHER GOVERNMENTS WOULD IM FACT BE ABLE 10
10N SUGGESTED UNTIL ADVANCED BTﬁhL T THETR
[ATIONS 1N BRUSSLES.

IN MY SECOND | F T | HAVE INFORMED TME
-.IT MIGHT BE PREFERABLE THAT THE MANDATE BE
AN TO THE OFFICIAL COUNCIL, AS THE FORMER
_ﬁﬁTHlﬂT THE STUDY TO FACTS AND AVCID FOLICY
1a | UNDERSTAND THAT IT IS TuE SECRETARY =
hﬁ? OUT THE WCRK OH THE LINES OF HIS
yif*gﬁﬂu (PARAGRAPH & OF UKMIS GENEVA

IN ADDITION TC SUPPﬂﬁTlnu THGE .nqu

D AS REQUESTED/
~ ADDITIONAL DISTRIBUTION
 FRAME



cance ol this latest develupment;

Jnsequences for us.
u_could let me have a note
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European Community Negotiations.

.!

-

3 “‘Kr |
uzlﬁnﬂm you one or two personal impression of where

ve now stand after the Ministerial Meeting at Luxembourg on

i nho
JL L ~ 1
b

¥ 1t at their first working meeting.
R ;ng;faﬂ-ﬁnding stage is over, and we hope next month
) get down to the major issues: the complex of transitional
Za,uland butter and cheese, Commonwealth sugar and

Mﬂy have asked us to shoot first. There
ntages in exposing our positions in this way,
'.“Elﬁt it 1s in our interest to determine
nd ee that our proposals rather than theirs
""__ﬂlrt with New Zealand and sugar,
t PRy, we are bound to begin by

=u:r the Community next month
o 0y ,m is possible,

-
L .-..II; =
# .

/5.
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,-; ..l ’b’lﬂ the Community that we must aim to break the back
gotiations by next Summer, and that that meant making
' mtings and giving these negotiations priority over
i:ﬁinga There was no sign of people on the Community
_"?"mlfing to hold things up or go slow. On the contrary
,f'i;'md ready to agree to pursue the main problems with a
udprupar sense of urgency. | think they mean it: the
3 ':  uncertainty about the outcome goes on, the more complicated
~ their internal development and external relations become. But
mll have a hard job pinning them down to the necessary
'ogramme of Ministerial meetings next year, and we must see to
~we are always ready with our own position when required.
6. ...,_l! have two advantages denied to them - secrecy in
preparation and flexibility in operating in Brussels - and we
ake all we can of both,  As you know the Community's
m even more wooden than they were in 1962.  Only
an is allowed to speak while we are present, and he
agree to nor comment on anything we say, however
]Ir'llll' agreement within the Community or an
nt.  Thi s  in turn means that the Community tends to
- re ress - un i‘ha basis of elaborately worked out

"*'J.
.:

o, T
Y L '
] H iF
\. '.; Al

-

| can say: so far, so qood. For
sh 1ave no illusions about the
nch may sometimes misjudge their
Iplonatic gave for its omn sake. g
ﬁml we are and can ﬂ’larghy

fﬂ'l tml?ﬂs
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Ives hare.  But they will fight hard and effectively
they judge their interests to be, and none of the Five
maission seems able to stand up to them in the end.
he vital question for us is what political price they

 the consequences of success or failure. Either could
hem as it could for us. |f they opt for success,
onths. | remain an optimist.

in remenber that you raised in Cabinet the question
'}f“"”-. | would be grateful for your guidance
ould like this handled.

‘am sending a copy of this minute to the Secretary of
r Foreign and Commonwealth Affairs.



1. Tne achievement of an economic and monetary
pion culminating in a stable Community is both

pecessary and possible within a period of 10 years, o
the extent that political will to that end is not

2. Procedure towards economic and monetary union
® fundamental political importance and includes a
af institutions; economic and monetary union is

| leaven of political union, without which the latter
g h m@a the light of day.
k< 3. A double parallelism is to be seen between on
s one hand the renunciation of national autonomies
the transfer of authority to the Community, and on

_other hand between economic union and monetary

r ch must proceed in parallel without either one

he other being considered as having absolute priority.

& ndar of monetary union cannot yet be
. utely definitive manner and must include
xibility, That is why really concrete
: * ned essentially with the fipst
s, whils for the following stages it
isfied with indications of the
o, ds the final objectives,
4y be seen fairly clearly.

oy, £5;9



st Stage - January 1, 1971 10 end 1973
. The procedures of consultation already agreed
';ﬁ‘g..;_mmrumed and their prior and obligatory
ct r guaranteed.

~ The action to be taken is for tne Council, the

ion, and the Council of Governors of Ceniral

~ The Council shall meet three times a year 10
t the main lines of economic policy and to

w in quantitative terms the directions of
: y policy. After its autumn session, the Council
m approve an annual economic report for transmission
4 .__Wﬂimnt of the Communities and to their Economic
- and Social Comnittee.
H-' . There shall be a Co-ordinating Committee to
upervise tie development of the plan in its appropriate
and to prepare for the meetings of the Council by
g the work of the Technical Committees,
8 shall be consultations between the
in the most appropriate form.
Al budgetary policies shall be defined in
Ly objectives, and there shall be
mmt. procedwres,
on of monmetary and credit policies
dn particular for the
& her taxes affecting

= ¥
gl »
- -
L -



- 3=
ors, and to the Commission.
-~ On the monetary plan, the common positicd of
mnity vis-h-vis third countries and the I\F

-» psely defined; there should be no increase
Dility in the regime of inter-Community parities,
i @J’ were to decide on an enlargement of
* s of fluctuation in the world as & whole;
‘ she 1 be a strengthening of obligatory prior
2 minm in the event of there being any possible

e of parties.

' “ 'ﬁ mmbegimingaftnaﬁrstst.aga Lhe
Community shall adopt & specific parity policy wiich will
N & ﬂtﬂ M Community & monetary personality; this
m will be reinforced in successive stages as &

4 e #_g:;‘;na parallel harmonisation of economic policies;

- thers shall be a de facto reduction in

rity margins between Community currencies before
formal proclamation of such reductions. This

._ m:, _pursued by successive alternations of

m narrowing of margins, achieved
* rted action on the dollar, completed by
miw currencies, rirst at the
g towards the innmer part of the

in

.
s

gent" (the embryo of that which
1 Community Reserve Fund) will
of ecording members' balances
and of suggesting
ensations (the non-
I‘_.. ank ;:&;numuuml
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!al'kingGMp shall be set up to study the
\ 01' the Treaty of Rome necessary for 08

8’ af economic and monetary union., It shall
t.l:lo creation of a Community Reserve Fund witn
g market intervention during the second stage
1ining the Community system for Central Bamnks

'.:. b E‘_ -l'-i 35

pal or other) to be introduced during the final
e M

ln inter-Governmental Conference of members
Wﬂd to agree modifications in the Treaty
- m mord&wa with Article 236 of the Treaty.
o 'rhnrp shall be a special meeting of the Council
J.ha timetable of the first stage and to establish
mme for the second stage (the question whether
%o the second stage shall be made under

2} ; ‘?f "automaticity" are still the subjsct
Franch view is that of a strong
8 10 be automatic, in other words
_1 cies of the Dutch would not be
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a1 Reserve System® (last three words in English).

E 'fhiﬂ Fund will be the successor of the

iy Agent" established to intervene in the way

during the first stage, and will have the

pility of absorbing the short-term monetary

) &OMBEB as well as supervising the system of

on of medium-term policy: it should administer

mpartion of the reserves of the Central

At the end of the period the national balances
yment. will have no more significance in relations

tween member States; only the global balance of

_ s|== s of the Community as & whole vis-a~vis the

Mtﬁ world will continue to give rise to monetary and

fg' changes.

However, this monetary action of the proposed

yill do more than round-off financial compensations

ational budgets, long-term equilibrium within

[ty being assured by the mobility of the factors

and by financial transfers between public

| phase (1980) monetary parities will be
' _ . inion (presumably of the authors
ingle ourrency would be a better
varsit of the whole enterprise

8 OF the parities of the
ﬁ.ll be a question of

—
ol
"
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owit ' sublished paper(s) enclosed on this file have been
d destroyed. Copies may be found elsewhere in the

. -, -
Ry ol ot h
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e

permission, Mr. Speaker, and with that of
'- I should like to make a brief statement on the
of the negotiations for British membership of
i Communities since my right honourable Friend
llor of the Exchequer made his report, as

Of the Duchy of Lancaster, on the 23rd of July.

en of great mutual benefit. I thought it right
isit Hong Kong, Australia and New Zealanc during
r in order to see myself, on the spot, the nature
18 which might arise; and I was able to have
scussions with representetives of all three
e also had the pleasure of meeting

mmunity Capitals. I have
, Several of my cwmmunity
re of the European

e



A now to the progress of the negetlating

i :ﬁ.ﬂ my right honourable Friend explained in

nt cn the 23rd of July, fact- finding work was

.ﬁ“u'gﬁ broad range ¢f subjects by the Ministerial

2lst of July. As has been recognised by
nselves, this phase is now over.

of _meetings have taken place at the

: ;7§hg possibilities that will be open
yuld onsure the provision of adoquate
t0 meet consumer demand through-
Jughout. the year; they accepted
noe and characteristics of the
_‘ unity and the need fop
careful review during the

L



'_' od and thereafter; and recognicred the
f stability for pigmeat and €ggs- We
s that no further points need be raised

jtems 'auring the negotiations, except in tne
text of transitional arprangements.
ware also able to reach agreement on procedures
nnual review of the economic conditions and
t-ha agricultural industry in the enlarged
. The Commission will draw up this review for
i1 of Ministers on the basis of all the relevant
tion and efter contacts with the agricultural
ﬁm. These arrangements will ensure effective
s with producers.
 Community confirmed that in principle they saw
n to British dependencies being associated with
Commmities under Part IV of the Treaty of
Gibraltar would be covered by Article 227
; which covers European territories of
the other hand they indicated that
d the case of Hong Kong as comparable

dm rtance of providing for Hong
tion clt Hong Kong will there-

L —



fnally, in response to a suggestion from Lo

,J de, I confirmed that as a membor of the

- 8 would accept the Common Commercial Folicy,

e development o1 that policy, and that we
b W to make every effort in the meantime

| ) our policies. We agreed that a mutual

i:d‘mtinn in this field would be of value

S1085 .

"j‘:‘ thon are the results achieved at the meeting
ut October. They indicate that the
fations have got off to a serious and positive
rt. Tae) -mmsant. an achievement reached by both
jdes working togother towards a common objective. The
cal ’l‘ﬂl to make the negotiations a success was
It was clear that all realised that a
'W is a major interest for Europe as a
This ﬁlmnmtonlvhythaagr&amnts‘rhmru
ﬂn desire expressed by both the
step up the pace. We have
) Kle 311 the major issues before
 and to continue to discoss them

| ’?
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| CAT A, °

d'iﬁ.' FACTOR’* TO BE ON DESKS BY £OCO MOURS ON 29 OCTOBER.

RITY BONN G FORE)GH AND COMMONWEALTH OFFICE.
£8 OCTOBER 1976,

ADENT I AL, 2818317,
;JC_ "
ED TO FCO TEL NO 1269 OF 28 OCTOBER 1970 RFI TO

ELS UKMIS GENEVA THE HAGUE LUXEMBOURG PARIS ROME

DUBLIN AND BRUSSELS.

- POLITICAL UNIFICATION -

EHALF OF THE SIX MINISTERS FOR FOREIGN AFFAIRS
mupun TO INFORM YOU THAT AT THEIR MEETING

IOURG OM 27 OCTOBER 1976 THE FOREIGH MINISTERS

m.ILF OF THEIR COVERNMENTS, FINALLY APPROVED

REPORT  SUBMITTED ON 28 JULY 1978 PURSUANT TO

RAPH mﬂr‘ THE HAGUE COMMUNIQUE,

e .

EY HAVE NOTED WITH GREAT SATISFACTION THAT THE
SETS WITH THE APPROVAL OF YOUR GOVERNMENT AND
2 GOVERNMENTS OF THE OTHER THREE APPLICANT
E SIX FOREIGH MINISTERS AGREED TO REPLY TO
4ADE BY THE FOUR APPLICANT COUNTRIES BY

NI CATIONS,

FOR CONSULTATION, 1T 1S
UNDER THE TERMS OF THE SAID REFORT
ILL CONSULT ON ALL |MPORTANT
ICY"'s ROKE OF THE SUBJECTS IN
LUDED A PRIORI.

DES NOT EXCLUDE THE
E APPROVAL OF THE S1X,
{E APPLICANT STATES,
TIA /AS

. Fi)
b s o e |
-
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. - &
_ 4
AS REGARDS THE ASSOCIATION OF THE APPLICANT STATES
v THE PRCPOSED CONSULTATION MACHINERY, | WISH TO POINT
cUT THAT A CLOSE CONNEXION EX1STS BETWEEN THE CONSULTA=-
TIONS OF THE SIX AND THE EXCHANGE OF VIEWS AMONG THE TEN.

THE EXCHANGE OF VIEWS WILL BE PREPARED BY INFORMING THE
MPPLICANT STATES OF THE RESULTS OF THE MiMNISTERIAL CCNSUL=
TATIONS AND OF THE WORK OF THE POLITICAL CCHHMITTEE AND

BY RECEIVING THEIR POSSIBLE REACTIONS. THE CHAIRMAN=IN=-
OFFICE OF THE MIN)STERI AL MEETINGS AND THE CHAL RMAN CF

THE POLITICAL COMMITTEE WILL TAKE THE NECESSARY MEASURES
TO THAT END.

| HAVE THE HONOUR TO CONFIRM THAT THE SIX MINISTERS,
IN VIEW OF SUCH OCCASIONS WHEN THE TEN MINISTERS OR SOME
OF THEM MEET ANYHOW, SUGGEST FOR THE MINISTERIAL
MEETING OF THE TEN A DATE WHICH WILL BE AS CLOSE AS
POSSIBLE TO THE MEETING OF THE SIX, IN ORDER THAT THE
< EXCHANGE OF VIEWS WILL BE AS FRUITFUL AS POSSIELE IN
' ACCORDANCE WITH THE Hlﬂ{ ExPnF.saEn IN THE REPORT OF THE
FOREIGN MINISTERS.
Wl th-?Lﬁ Bind Thu -
THE mlﬁn OF How wmmm IN THE FIELD
OF POLITICA _Hhﬂm m BEST BE ACHIEVED WILL BE _
EXAMINED N THE S EPORT, TO BE PRESENTED NOT LATER THAN
TWO YEAI 'ER TH AMENCEMENT iﬁﬁﬁﬁiﬂbhiﬁi1ﬂﬁ#




3 CONFIDENTIAL
” !- 12’59 m r-ﬂ-ﬂ.
- -3~
.'l]' I.
TH! SIX FOREIGN MINISTERS, | WISH TO
HILL DO EVERYTHiNG IN THEIR POWER
ﬂlﬂ‘ STATES TO PARTICIPATE 11 POLITIC-
R *’rsﬂm‘r OF GENUINE PARTNERSHIP.
= !1:-- |
JDEL BRUSSELS UKMIS GENEVA THE HAGUE LUXEMBCURG
l_q_m*l_-:u DUBLIN AND BRUSSELS(ALL PRIORITY).
] ;r'-' ':
'E-" £yl

Ll

1!»"'.* 2

{'. £ 14

~ [REPEATED AS REQUESTED]
C AND FOLITICAL DISTRIBUTION
ADDITIONAL DISTRIBUTION
FRAME
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.y, ! P GONFIDENTIAL -
CTOR.. TO BE ON DESKS BY 0990 HOURS ON 29 OCTOBER.

RITY BONN TO FOREIGH AND COMMONWEALTH OFFICE.
i 98 OCTOBER 1970,

FN
l"*a-
) FGO TiL NO 1268 OF 20 OCTOBER 1970 RF1 TO

S , 3 UKMIS GENEVA THE HAGUE LUXEMBOURG PARIS ROME OSLO
i mu AND BRUSSELS,

:,‘_.n.:. '

SELS TEL., Hn.’ 'CODEL 1623

~ ~ POLITICAL UNIFICATION -

F o o

HERR SCHEEL SENT FOR THE DANISH, NORWEGIAN AND 1R1SH

SSADORS AND MYSELF THIS AFTERNOON AND HANDED US A FORMAL
ON ON BEHALF OF THE SIX MINISTERS FOR FOREIGH

'ill ADDITION TO THE ORIGINAL TEXT OF THE LETTER IN

ME GAVE US A CORRESPONDING TEXT IN FRENCH AND THE UnO=-
A EN NG m Tﬁlﬂst.rrluu CONTAINED IN Mol.F.T.

EL SALD THAT THE SIX MINISTERS HAD CONCLUDED 1T WOULD
wze’r THE POINTS MADE BY THE FOUR APPLICANT GOVERN-
[HOUT MODIFYING THE TEXT OF THE D’AVIGNON REPORT ITSELF,

) THEREFORE BEEN APPROVED. THE FIRST CONSULTATION
{ WOULD BE MELD ON 19 NOVEMBER IN MUNICH. HE
TO PROPOSE ON BEHALF OF THE SIX THAT THE
* VIEWS WITH THE CAKDIDATES SHOULD
IN BRUSSELS. ME PROPOSED THAT THE TN
LD MEET FOR LUNCH AT VAL DUCHESSE AND
) FOLLOW, THE REASON FOR THIS

L g

'PCIPATED THAT THE QUESTION OF A

i DE ONE OF THE SUDJECTS THEY
R AND TMEY FELT 1T wWouLD
“ml TO HAVE A CORRESPONDI NG

/(B) Ring
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-
(5) MINE OF THE TEN MINISTERS CONCERNED WOULD HAVE IN ANY CASE 7Y q
5€ IN BRUSSELS FOR THE NATO MEETING ON THE FOLLOWING DAY
D FOUR OF THOSE CONCEREMED |NCLUDING YOU, SIR, WOULD PROBABLY
pE MEETING ON THE EVENING OF 2 NOVEMBER ANYWAY: THOUGH IT WOULD
MEAN ARRIVING IN BRUSSELS EARLIER THAN WOULD OTHERWISE HAVE
BEEN NECESSARY, HE HOPED THIS WOULD PROVE THE LEAST INCONVEKIENT
ARRANGEMENT ,

HE vm'mﬁi HOPED THAT EVERYOME COULD ACCEPT THIS DATE,
SICE IT WOULD BE DIFFICULT, AND VERY PROBABLY |MPOSSIELE,
T0 ﬂmﬂr ’mam:n VE.

: f
-3. T@-W‘ REPORT WOULD BE RELEASED TO THE PRESS AT

H0URS ON OCTOBER 33 — A TIME CHOSEN SO THAT IT WOULD /PPEAR
E SATURDAY MORNING PRESS. SCHEEL SAID THAT HE WOULD BE
KNOW URGENTLY WHETHER THE FOUR APPLICANT GOVERWMENTS

 El 'ﬁm‘n&* SAME TIME OR SHORTLY THEREAFTER TO PUBLYSH

: ___,;ﬂ»’!ﬂﬁ REPORT WH1CH THEY HAD PUT FORKARD OFFI CI ALLY.

{EEL #ﬁln THAT HE HAD WISHED TO MAKE THIS COMMUNICATION
\NNER BECAUSE HE BELIEVED THE OCCASION TO BE A
NT ONE. |INDEED THERE WERE FEW ACTS IM HIS POLITICAL
AD CAUSED HIM GREATER PLEASURE. MOST PEOPLE
ISE YET WHAT A SIGNIFICANT STEP HAD BEEN TAKEN,
._-_n' WOULD Il COMING YEARS ALLOW EUROPE
. ___”’ HEARD N THE WORLD. THE FEDERAL GOVERNMENT
TAKING A BOLDER INITIATIVE,
mn- PITCHED THEIR AIM T0O HIGH IKITIALLY
i CONSENSUS. THEY THOUGHT 1T WiSE
SLATE THE PRACTICE OF CONSULTATION INTO
>T TO INSTITUTIORALISE THE PROCESS
~-m. HE YERY MUCH HOPED THAT NOT
TAT MOULD TAKE FLACE =-A SIX= AND
,ﬂl NEGOTIATIONS FOR THE EWLARGEMEWRT
VE BEEN COMPLETED THMOUGH, KE ADDED WITH
m AT THEIR MEETING YESTERDAY,
ASSUMPTION AND THAT THE MEGOTIATIONS

CORFIDENTIAL /P00 PAGS
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SECRET P Misston Po ﬁ

attached memorandum, as promised in my minute of
per, secks to give an up-to-date overall picture of the ma jor
details and "technical complexities", so as to provide a
e : ive basis for consideration of strategy. It discusses in its
and, summarises in its Annexes:-
S (a) our present position (Annex A)
P (b) a programme to July 1971 (Annex B)
:".;! : pmmndum is written from the viewpoint that our entry into
';.__'_,;;':' terms is an object of policy second only to the

ent of economic growth and stability. The concluding section of

.‘l is
-

REY . ¢

, on the main lines of our strategy for entry, may
?iﬁ"ﬂ to be discounted to the extent that a full European policy is
L

:nt compatible with the exigencies of our present position in other

fe=

- @

g lomboit wfo a Typadte
feave Monee & 2o Cann L,

23 5 o,
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EEC NEGOTIATIONS - STRATEGIC REVIEW

4 otiating strategy and programme to July 1971
* ments against undue prolongation of the negotiations need
m Until the outcome is known there will be uncertainty
= n in both political and economic fields in the United Kingdom,

: and in European relations generally with other countries,
the Commonwealth and the United States; and within international
: g such as the GATT and perhaps the IMF, The longer the

s drag on, the less their prospect of success: the will to

C _hm positions harden, differences multiply and the whole

21 }kw into public disrepute. Moreover the talks will not be
.. in a vacuum, but in the context of d:velnp:nen.ti, (not

o h the discussions pass, as they are now beginning to do, from
. !ﬁlﬂ of non-committal exploration into the second phase of
egotiatior , especially in sectors of high financial and commercial
w Frupurﬁng and commentaries, and so speculation of all kinds
- .:g bound to intensify., This will be particularly likely
tion to the Community Budget, our ability to meet it and
ic and financial harmonisation come under discussion,
lation intensify, if a final settlement on other
wiml pending the outcome of the central
you iions, Thus the order in which real
‘.Ith place is also very important,
ry to consider a negotiating strategy and
) as a whole, and for its main parts, in the
Wm period of negotiation, Annex A
1y sets out in convenient tabular form the
tions, with brief indications of our
3 n, in similar form, looks forwarg
s outside them to July 1971, as the

& be Wt Eiﬂ']e-r to a
m rest of this mmﬂ‘lﬂium
.__-...“lﬂ Success of the
b v d
e,
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s58 and success of the neg otiations

> cor tit ion and Internal differences of the Communi
v such as to make it very difficult for them to take negotia

.

t all, and even to reach agreement on a common reaction to

lﬂh to them, Since we must take the initiative, W€ should

r own technique of agreeing a programme and timetable of action
y have agreed, and indeed as a compulsion to agree on, the

:;""?:'.';' ce ﬂﬂl constituent items, and ourselves put forward fairly soon

'-" hnul and provisional programme (i.e. subjects and deadlines)

'whole negotiation, This has two additional important advantages,

ﬁm the maintenance of momentum. The more negotiating time we
e e
th e less the Community have f or development of new common policies

‘“m then either accept or negotiate on., And the reaching of a

ty are
ting

e for agreement on a subject, as is customary with the Community,

e s the calling of special and if necessary higher level meetings to
e o ns.

- programme we should put forward would have to be judiciously

mm negotiating programme and presented so as to

: ﬂnk-{i outright rejection. The essential elements of it are as

. m are only three issues for negotiation whose importance

{ ;ﬂ.ﬂ'm;:hthat they could conceivably be, if not breaking points,
. tacles, These are New Zealand dairy products,

and Community financing. There is a fourth key

New Zealand problem to dairy products is
‘present no significant problem so long as

T cent tariff (which New Zealand can

le levy scheme for sheepmeat, O dajry

esent and the enlarged ﬂﬁﬂ'hmunitr will
. the United Kingdom meets most of jig
....... hope to Regotiate for New Zealang

.. I » m mm .uw h
o us or to the
1 I'..{ .

°r to export
enlarged Commugy ity
for a Settlement of a dﬁ:.hsc .

Ype,
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‘ the
i.e. phasing down the volume of New Zealand exports whilst phasing uP

pﬁ toher, soas to maintain her export earnings over "
o ic
eriod, as long as is negotiable, and with provision for period

n 8o, this involves our negotiating agreement by the Six, as an

. 'hiﬁh principles of the C,A,P., an arrangement whereby

d would be given, as part of her price, some or all of the levy

,tm II: each stage on her dairy products, instead of putting these
amunity Fund. The Community will be resistant to this, They

g that New Zealand, on an income per head basis, is as wealthy

- ym 56 per cent to 38 per cent, and that her earnings from dairy

mnmdm to 20 per cent of total export earnings: that she is
on to, and should for her own sake, diversify her economy

I and that this will only happen if a definite term is set to any

uﬂngamanh negotiated for her, Nevertheless the Community

in the end show itself totally unsympathetic to New Zealand's

Repeated searches over the years however have found no other
n than variants on the decalage model indicated above - a world

.'ﬂtheﬁlﬁm would be no help so long as supplies overall are

where between New Zealand's pressure for a

‘at something near present volumes, and the

 for a finite solution which sooner or later can be
iples of the C.A,P. The only conclusion this

» is that the sooner this grinding process

w ‘proposition on New Zealand dairy products,
f to discover the best terms available,
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uotas for many

juction has been held down by price and by production q
e of refined SUBAT

at ?Ill!lldutr Community prices (about £95 a ton
r £75) our relatively efficient beet industry would soon expand
: W if it were allowed to do so. For many reasons =
‘payments, political, agricultural (bigger root break for c¢ real
sion) - we should want it to expand. But the Six will want to limit our
ision, which implies limiting theirs also, and in turn limiting

] alth supplies too. Certainly the Six would do nothing for

even if we pressed them.

e in production by up to | million tons for the United Kingdom;

‘Commonwealth, decalage to lower volumes, i.e. from 1. million

(excluding Australia) to not less than 1 million tons at correspondingly
!n-iaa; and ﬁ.ﬂ.} part of the levy proceeds, in proportion to the volume

t . 1, to be paid to Commonwealth countries as part of their price.

, in addition to the obvious negotiating difficulties with both the EEC and

monwealth inherent in this scheme, there are special problems with

_ th monocultures especially Mauritius and Fiji where lower

s mean even higher unemployment, and a host of technical complexities
On the other hand there is a possibility of some alleviation

es with Commonwealth suppliers by a switch from aid-via-

] But this switch can only be an alleviation and not a

iie and monetary harmonisation which is dis-
g is the only major issue in the negotiations
@ that in the interests of the United Kingdom,
&8 - we could not afford to dccept the terms
tish contribution to Community financ ing
_m resources could inhibit the Cconomic
ld our own in the enlarged Community,
which fit the more self.
Heas, Impose on us a burgen which
llh:ll. and also in relation 1
t position is that the

.':-' -'





