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1. Sir Alec Douglas-Home said that Mr Kirk would know that
he had seen Sir Keith Holyoake. Mr Kirk said that there would
be little difference between what he and Sir Keith Holyoake

had to say. New Zealand had serious economic problems and the
farmers in particular were more agitated than at any time aince
the depreassion. They were suffering from a series of cost in-

creases and depressed prices in overseas markets. He sald that
there had been a great deal of diversification in the dairy
industry but that production of milk powder for example depended
ﬁﬁath@ market for butter. Sir Alec Douglas-Home mentioned the

| ‘rise in the ﬁ&ﬂ nﬁ m m said mt it was clear that v L
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Germany and Brussels and that he would also be attending the

Council of Europe. Sir Alec Douglus-Home said that the Briti

Government had been making the New Zealand case but that 1T was

better when this was also done by New Zealanders. He thought
the work done by Mr Marshall was particularly valuable.

Mr Kirk said that he was glad a case had been made for New
Zealand butter but that he was also concerned about lamb.

Sir Alec Douglas-Home said that he knew there was the pos-—

aibility of an EEC regulation on sheepmeat. MNr Kirk said that

he was afraid this might come sooner than expected ané that =

S

cutback in New Zealand lamb exports would be a very serious
matter. New Zealand was trying to diversify her exports and
her markets but increased exports to Japan, for example,
prompted a Japanese request for a preferential tariff, which
would affect United Kingdom exports to New Zealand.
the sort of problem New Zealand faced.

This wase
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4. Sir Alec Douglas-Home said that Mr Kirk should do Bvery-

thing possible to ensure that the French fully understood what
the New Zealand problem in the EEC negotiations was all ahout.
Sir Keith Holyoake would certainly be doing so. Mr Kirk said
that 1t should be possible for the EEC countries to accommodate
New Zealand and that it would help greatly 1f they would only
bring up their own domestic consumption a little. Sir Alec
Douglas-Home said that Mr Marshall would be coming to Britain

again after the lMay meeting in Brussels and that this would be

I
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useful. Mr Kirk osaid that he would come with the unanimous
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support of the people of New Zealand.
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Foreign and Commonwealth Office
London S W.1

K 21 April, 1971.

/
bers Bt ?

Meeting on the EEC I:iegutiatﬁs on 23 April
Peter Moon wrote on 16 April about the meeting which

the Prime Minister has called for 23 April to discuss the
EEC negotiations. In that letter he ested that we
might prepare a paper setting out the antages of the
various alternative courses and methods of approach, which
could be taken at the meeting.

I enclose a short paper, which has been approved by the
Foreign and Commonwealth Secretary, setting out the main
factors relating to the possibility of a meeting between
the Prime Minister and idou. The Prime Minister will
no doubt have seen Tickell's earlier letter of 7 April to
{m; and the draft telegrams to Paris enclosed with that

etter.

The g«ﬂtt&nuﬁ defence co-operation with France is
1 in an annex to the enclosed paper.

Iam

o g
'
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The EEC Negotiations gnd a Meeting between
the Prime Minister and President

EﬂEiﬂﬂﬂ

Mr. Soames has reported that the Secretary General at
the Elysee told him on 27 March that the vital meeting in
the context of the negotiations for our membership of the
Communities would be the talk between the Prime Minister
and M. Pompidou; that M. Pompidou's choice was the end of
May; but that it was imperative to keep this secret. We
have still to send Mr. Soames instructions on how to reply
substantively to M. Jobert's approach.

we want a bilat it with M. P 1
2, There are dangers in planning a meeting of this kind:
(i) if the meeting failed, negotiations for our
entry into the Communities would also probably
MWthﬂixnightﬂ:tmtamﬂnf
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4. Moreover it is difficult now to avoid a summit, since
M. Pompidou himself suggested it; the idea is clearly approved
by the Germans and by France's other partners in the Community;
and if we do not arrange a bilateral summit, there will be
increased pressure for a summit of the Six which might
present greater dangers for us.
5. So we should accept and plan on the basis that there
will be a meeting between the Prime Minister and President
Pompidou in the next six or seven weeks.

E d the meeti im t hieve?
6. The meeting should in any case be presented as far as
possible as one in the series of meetings between the Prime
Minister and other heads of Govermment, following the meetings
with President Nixon and Herr Brandt and preceding that with
Signor Colombo. But the main business will be in relation
to EEC negotiations, and the objective could be of three
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(1) an understanding with M. Pompidou in
general terms regarding the points of
importance to both sides and the general
direction in which each side would be
prepared to move; or
(ii) specific agreement on the main outstanding
points at issue (Community finance, New
Zealand butter and cheese, Commonwealth
sugar and Community preference, as well
as a general reassurance for France's
sterling anxieties.)
Since one of the main dangers about a meeting with M. Pompidou
will be the risk of subsequent misunderstandings, the more
agreement can be reached in detail the better. The issues
to cover are not extensive, and the Prime Minister should aim,
if he cannot establish agreement with M. Pompidou on the main
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And the Prime Minister will also want, following Herr Brandt's
advice, to make plain to M. Pompidou not only the consequences
of accession, but also the consequences of failure.
d the meeting be prepared?
8. The more we aim at a detailed agreement, the more essential
it will be to prepare it before the Prime Minister seces
M. Pompidou. It is unlikely that the Prime Minister's meeting
with M. Pompidou would last more than two days (and
undesirable that it should do soc). And adequate preparation
could give some reassurance that the French intended to use
the meeting genuinely in an attempt teo reach agreement.
/ Indeed M. Pompidou's remarks to the Belgian Ambassador in
Paris on 5 April show that M. Pompidou is persuaded of the
need for a meeting to take place when matters are sufficiently
prepared to ensure agreement. We could send one or two officials
discreetly to Paris for meetings with anyone M. Pompidou cared
bnmﬂnu:a. ﬁrmﬂﬁhﬂkmmrﬂpwniwhtm
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negotiations on the major issues are concluded in Brussels
before the summer holidays, and Herr Brandt wants this
measure of agreement achieved in June. M. Pompidou is paying
a visit to Belgium from 24-26 May. Whit Monday is 31 May.
This points to the Prime Minister offering to visit Paris
either in place of M. Schumann's visit here on 20/21 May

or in the first days of June.

Implications for th meeting in Brusse

10. We should not cancel these meetings, although it will
be difficult to avoid a sense of crisis arising at them.

11. But we should represent to the French President, in
replying to M. Jobert's approach, that it will be important
to make significant progress in mid-May to ensure the right
atmosphere for a meeting with M. Pompidou. We must try to
use this argument to get the French to move in Brussels in
May. Mtpthnmmthntiti&mtpnsuiblatnsﬂ:thu
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of the Gmmities.,) And this will serve to commit M. Pompidou
from now on as closely as possible to the outcome, including
our objectives for the Brussels meetings in May, and avoid
misunderstandings.

13. Herr Brandt should be told of the action taken
immediately after the delivery of the message in accordance
with the request which he made to the Prime Minister in

Bonn.
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Anmex

rime Minister'!s eti th President P i

Defence Issues

General
It is neither possible nor desirable to omit defence

issues completely at any meeting between the Prime Minister
and President Pompidou in May or June. We need to be able
to show that no subjects are taboo between our two countries.
Moreover press speculation in recent weeks will almost
certainly have aroused curiosity in Paris. But there is

an obvious need for caution. We must not promise more than
we can deliver nor risk seriously upsetting our other main
allies (especially on the nuclear side). Nevertheless we do
want to try to get a clearer picture of how M. Pompidou sees
the way shead for European defence.

'”":-mtly M that at this - meeting
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3. Moreover the French position remains cbscure. There have
been two specific indications of interest on their part
(paragraphs 11=-13 below). On the other hand M. de Courcel

told the Foreign and Commonwealth Secretary on 7 April that

he thought it undesirable for us to raise the question of
defence in the context of our negotiations for entry into

the EEC. He had just returned from Paris and his remark could
mean that opinion there is also against Anglo-French discussion
of defence in any depth at this time. M. Monnet is also very
hesitant, though for reasons largely connected with German
attitudes. President Pompidou remains studiously non-committal.
4., In the light of all this the Foreign and Commonwealth
Secretary believes that any exchange with President Pompidou
on defence questions should be of an even more general and
MMMME conceived. This would make it




(e)

(d)

(e)
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we would avoid giving the Americans any
impression that we want to offer France
muclear secrets, based on US know-how, to

help the British EEC negotiations;

we would avoid the real risk of a leak taking
place in Washington at a particularly awhkward
time;

we should be in a better position te gauge
precisely how to make the substantive approach
to President Nixon;

we might get credit from the French for being
able to show that the Prime Minister is not
acting at all stages with the precise approval
of President Nixon;

we should reduce the possibility of the French

using our approach to cause delay in the
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If we cannot give them any guldance on either score, they

are perhaps unlikely to give us much information on thelr

own thinking. This is not of course Lo say that President
Pompidou would expect the Prime Minister to open a defence
negotiation at this meeting. What he would expect is evidence
of Britain's Buropeanness of mind.

Line to tgge

7. Assuming the arguments for caution on the nuclear front
are accepted, the best way for the Prime Minister to minimise
the problems set out above may be to focus on our concern
sbout the state of Europe's defences in the next 10-15 years.
His remarks could be based on the opening section of the
paper prepared by officials on European defence co-operation
(GEN 29(71)4). (He could if necessary offer to hand over a
piece of paper on these lines.) In discussion he could
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8. Given the change of plan, and the lack of prior consultation
with the Americans, it would be necessary to avoid any detailed
discussion of the muclear issue. The Prime Minister might say
that the constraints which existed for the UK were well known
and he could not for a moment pretend otherwise. But new
prospects for defence collaboration would be opened up after
enlargement of the community. Our defence relationship with
France would be bound to intensify in the changed circumstances.
There would be new opportunities for Britain and France to
work together on defence issues = not excluding the nuclear
field.

lut bmarine traini

9. These are two specific questions on which the French have
put proposals to us and which the Prime Minister will wish to
have in mind.

'_'__hqweoﬁaradustmughmm of Defence
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and to have any real prospects of success these would need
to follow not precede a general approach. It would, however,
be damaging to turn the French dowm at this stage. We
should, therefore, continue to temporise for the time being.
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RECORD OF A iLETINS BETIEE!
TiE SHVICELLUR UF Ttit YUGhY W L‘u il ;5/#-

nil) T.E DUTOH FURENGH 1idaoTER

THE IWEUE 20 APRIL 1971, 10 33 noure

The Pt ilon Geoffrey Rippon  Dr Jseph Luns
W, i IE fir liartogh
£ Sir £ Toulking IE {ir Sassen
The ion Sie G U'lieil] iir Huydaconer
tiss J J Gollings e 1nlianer

ir 1 A Pakenhan

1 iir Luns invited ilr Ripnon to cpen the discussion Ly

civing his views on the best tactics for the {metinﬂ* on
1*&1

10-12 llay. ilr Rtiopon emphasized thie nood to wake sulslentis
arocress 17 flay on as many points s nossible. The -..uantmit y

aust nove on sugar and ilew Zeoaland. In roturn britain vould
be willino 1o nerotiate on Community finance, nievided tle
Community view was not totally unroasonzble; and would do hep
bost on Comaunity preforence thoush this vas a difficult
mttm !tu fmﬁ mld the Comunity acres on proposals to
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nr'h:is! roally accentod tiose nrinciplee. G Luns' roply
had bogn: oek the Critieh thon,

Ny

3 iir Rionon askod shut wore wo could do to weke poople
heliave omr good faiﬂ. wo had sall oo L"-‘H"‘E“ tians that

wo aceented the principlos of the Coumunity. ir Wiisun bt
arid, as Prive Hintster in 1867, that we accoptod the coumen
as_;ricultum} nalicy. There had been no change in th’s, Gut
ve ket on heing asked to subscribe to sonc rew nringiala,

4 Ur Long =10 that lie vas alvays wropared to gseck truchiy
i this vouid help. o had Llom so on storling. The Goraons
had u.n._ratu‘!atau Lin on this though thoy did wot dave to
speak out thomsolves. bBut he eonsed that the koy ’ca t'.,, BTN
lon Tay botvoen raris and London. [l lad told vomidon znd
Schunann that he would weleone an /inglo—rironch suuah nect-
ina. il vas afeaid that on 10 flay Hiers wuid still be cone-
Yock. fir Lurs conoented en possant thet & Sclumonn wme dn 2
very weck position since the departure of rrosident da Gaulls,
boing closely smervise! by te wtai end not helpod by -Franurnt
mm 8 ta fr‘a éenarture. ii o Lipkoreki hiad told &
onea Hhat he disagroad strongly with t"rasimt
. @? 9,!;1 vith liu bettor thon

.i'
i
,.-.
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to nrass the French for progress.

o ._u_r___l:_tf_; =oncored whethor the british wight ucke somd

¢ ouent on quostions unrolated to the nogotiations in order
to get things moving., Periw;s the british Governoent aight
mke 2 declaration that they considered the liciiahon hct was
now without value, because the fussians already had the
socret inforeation 1t concorned, and because thore was no
reason o discrininate against France, he thought this
wuld wake an excallent imrossion on the French though he
had no hard evidence. Did the Uritish Government consider
that the ilciiahon Act yas unfair? e Rivon replied that
various pesple heo spoken publicly of the nced for o scparate
and distinct Euronosn defence eopability chich should be
nuclear 25 well as conventional., Out it would create Jiffi-
culties if this question more bioucht into the onlorgomsni
negetintions. This was a sonsitive issuc in some parts of
tie Labour Party an’ it wull &t help natters 11 1§
Jenounce! the ficliabion fet. lo asxe! i Luns not to press
ua iﬂo tmim mtelear mﬁm croena sumit iir_Luns
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proferonco was o (iffiou!t nuestion but we would try to help
on thic too. Suuar mas o teet of the Comunity's attitude

ta the developing vorid. It was imossible for us to

abanden iew Zealand any wora than we had abandoned Belgie
vhen it was invaded. There were four elements to a deal.

IT we could settle two in iy, that micht do. Fir Rippon

askad the Dutch Government to press the French to move towrds
reasonable proposals,

0 i Luns said thorc were tmo nossinilitios open to the
Gutch; rither they could sten! firu on their prosont posi-
tions in the hope thot the otler four, and thon eventually
the French, wuld move to a pesiticn vhich wes accantahle to
the oritish; or they could trv to reach corecnent hetwoen the
Six by voving fron their nresont stond on the min dicouss,
The denger was that the second alternative would resull in
terus vhich mere unaceontable to Uritain . e Lune said that
in no cirsuastances wouid he a.loy this to heppen sincs he
kn- 1t would vean the ond of the negotiations. Il would
mntm ’m W:ﬁﬂm prasent Dutch positions even if
it veant that S POS: 1&19 apong the Six. In
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ﬁ‘.-.-:::tﬂts at the llay mex’.inn before the end of 12 iy, Even
if the 5ix made no prooress on 1U fny 1t wight be best iT
when ilr Kinnon uet theo on 11 iiay lia put pressurc on the
Six to produca sonething better, aad then left thea to get
on vith 1t & Six. Then {i Schumarn would be going ! huck %o
Danris for a E.-'tbma? acating on the worning of 12 liay. 2
yrogress misht he nossible until late that day vhen i Schu-
aann cot back.  IF there were uovouent anonget the Jix it
mould La nossible to uzke progress 2 seot in an bowr or o.
lir Luns exalaaned that he hnf,’! i de nD"tﬂl" woutld be chlived
%o paturn to The lorue on fav 11 but thoy would fly straicid

hock to Ciussels.

10§ Luns rocretted the acrecuert amcnost the Six last
June that they would alwavs negotiate tiwouch their Clhair-
pan. In 1302 progross liad ofton been achieved by tha Jix
Hinistors exprossing their ditferent nuints of view. il
vonde:ed whother 1t would be nessibls to ehaage this pro-
cadure. hr liartoch pointod out that such a chenge would

raquirﬂ minity autmg tha i, and was unthinkable.
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ﬁd iir_tluydocoper ratse” the question of our contirilution

at 4he ond of the transitional poried. 1f our uliiuate con-
tribution was to bo about 224 our nropogal for 156 in yeor
five mado it possihle for the French to have doubts about
British intentions. Verhamps Cri*ain could do sousthing fo

meet this point.

Laa

12 lir Qinnon replicd that be was in favour of necotiating
on this sort of nroctical hasis. |t vos absurd to concuntrn®s
on our ¢onipibution in the firet voor. 1 the stops in the
transitional period wers roasonable re wow . 3o allo 10
confor to then withcut o crisis. The thres-vear corroctive
perisug fave a 10551!111tv of Lridcing the can to our fincl
contribution. Uo chould test French intontions, and this

tine Mo destruction". In 1052 it had been 1cssi~!a for the
irench to sungest that our commitnent to furopo was lose

than vhole-hearted. This tine the coumitaent wes clear oad
tota] o that Lrenlidown could only he the reeult of bod faith.
fle beliovad <he outconc would be all right but public cpinion

raquirad Mm mﬂ.

£ M dacdisi overnoant wos prepored
g Ermch veIre r-e&dg ta wove.
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™a packace on the four questions o had indicated. iir Luns
intorjectod that he did not tink the Six would be able to

do this. The Franch had su. : to hio in Paric thei they

would not nove until thnr" was a packace. . Lippon replied
that if the Six did not uove they wust cxplain why, DBritain
wantod to talk about a vue d'enscuble as much as France. fe
honad that the Dutch would work to put pressure on the French
on 10 iiay to nroduco a package on the basic four itows; it
had of course tu he a packace which we could accopi, or ot
least nearly accept. e Luns said that he would in any case
sond instructions to the Dutch Aubassadors in Grussels, Bonn,
Rome and Luxembourc to express crave nisgivings to their four
(v ernnents about the lack of progress, iir tartogh would
sneak sinilarly to vhe four hubassadors in The iague.

14 iir_Rippon said that ho intendod to apekstrongly to
lir Rardinois when he called on hiu later in the dav on the
fishories question, [ir Luns cumonted that the Dutch had
roserved the richt to rodiscuse this issuc.

15 iir Luns, (zho nad to loavo the mooting ot this point),
said that he intc tﬂ say to tho pross only that he had
ha gonorel cituation and still
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'mgress froa the fizy ngeting wora not tee hich. M‘ljﬂ
replied tiot so far at sach E.inisteri'-l ageting 1t had hoe
possible to arcue that some sort of arogress hed been ere.
it the wouent thers vos nona. Tu.e Critish nositfon moe mot
as rigic =s the French, and the Dutch could liint that Deitain
wuid aova on Tinance if tha Six moved o ow Zozland ond
suzar - thouch he hooed they wouid snesk of 3 rether thon
Ga. 1¥ the French cid not want us in tne Cowomity the sooner
the Lireal cane in the negotiations ilie betler, sim:-.- 3
wuld have 2 hetter chance of nicking w tha brilio siecce
of Furcosan unity. Evervone should sordously uxnaine the
conseqrenses of failfure. He thousht cven tho Frencn woul”
sec that failure was mot in their intorosts,

17 i Sassen thought the best chenes of weking progr-ss 'y
ﬂn nmar m to hm : m-isis in Hay. #r Riopon comunntad
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el ftl“‘il. L7l

You wrote to me on 19 April and agein on 20 April
sbout the briering ror daymond Bell and Jerewy MOrse
ror Lholir meeting with the ad hoc group of Lhe S5iX
on econonie and inancial questlons.,

The Prime Minister has two points on the
briefing proposed.

The first relates Lo paregreph 4 of Amex A

our letter of 19 April which was entitled

"Fu af Ster Balasinces: U.K. Line far
Discussions with Hoc Group". The Prime Minister
thinks thst this 1s not the time far » declaration

Mﬂmd. AB you say, the
in any

g

-




but put onto the /ranch at Lils stage wie anus or
put.t.ing Torward ideas for new arraijements.

The rrime Minister's ouwiar polnt arises on
articles 108 and 10V of the Trealy of Home, s
the 6th paregraph of your letter of iV A {1,
Wnile it may at some Lime become sppropriste L

ive an assurance thet we should nol invoke articles
O8 and 109 in the event of balance aof payments
difficulties arising from falls in the sterling
balances, the Prime linister does not think ust Lhe
time has yet come for us W indicate owr \ulu.wa
to give such an asswance., Iis point here is t
tie position of the Five is different from the

position of the rfrench. The rrench are ar

Ut we should behave in all respects as 1
members of the Community; but in this context
they are ar that, the event of & crisis
arising from falls in the sterling belances, we
should look Moprlau international action
outside the Ww. “The to make is that
%ron{omt have it both ways: do they want
us wy solve such problems ss weubers ol the
Community in & Comsunity spirit, or do they want
us to look to action would inevi involve
02 Ll feauions'of octing oviside i comein

_ | e

in this context could be very far-reaching. "

me Minister is content with the rest

of the huf

Qroten ot Slagis Temnit: 1 phar wi




R.T,

(SGD)
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RACORD OF A MIITTIC BIMEN THE
CHANCELIOR OF THS DUDITY OF L NCASTER
m EE QH:_IE !1I‘-!TI"‘"'I '% E QHI ﬂﬂﬁ

The Hague, 20 Appil 1971 at 15,30 h

The Rt Hon Geoffrey Rippon QC, MP. Mr. Lerdinois

HE Sir E Tomkins HE Mr. Sassen
The Hon Sir C. O'Neill Mp, Wijnmaalen
Mr Pakenhem

Mr., Rippon said that Britein would do all she could
to give the Commmity satisfaction on Community preference.
Wie were grateful for Dutch help on New Zealand, althouzh
the posicion was still not altogether satiszfactory. ile
now needed Dutch assistance on fisheries, although we had
not yet decided on when to raise the issue in ths
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not. be possible to get Parliament to accept the fisheries
regulation as it stood.

S. Mr, Lardinois said that Britain would benefit from
the present regulation so far as marketing was concerned.
Mr. Rippoa agreed that this vould bs 80, but only if our
coastal waters were not open to Commmnity fisharmen.
He belisved that the Norwegian casa for exceptional
treatmeut over fishing was wmanswerable, Fishing in
Britain played a smaller role in ths economy, but it wes
very important both politically and socially. The
Dresant regulation had given rise to a very tense
political situation in Britain, and at least twenty !Ps
dedicated to the success of the negotiations would be
wmable Lo vote for entry if the present fishsriss
regulation stomi The conservation sections of the
1 _.Ltq Britain but it wuld be
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I

up the issue. Mr, Lardinois pointed out that special

treatment had alreedy bsen arranged for Brittany, and
suggested that it might be possible to go further in
the case of Britain., He doubted whethar tne fears
of British fishermen were realistic.

5. Sir C, 0'Neill stressed that this was a politiecl
nroblem above all. Every British fishermen thought
that his own perticular stretch of coastline was going
to be invaded by compstitors frum the Commmity.

My, 0 explained that the regulation had besn
necessery to provide one market. He pointed out that
Briwain had already given six-mile rights to the Dutch
for certain types of fishing.

6. Mr. Lardinois repeated that he wes prepered to visit
Britain after the Dutch electicn on receipt of an
invitation from the Fishariss Committee of the House of
Commons. .ﬁﬁ_&lim Stitsh the Fishsries problem could be
mmaﬁ in,' ' : .'ﬂpﬂﬂﬂs far regional davalopment.
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~

the present regulation and the need Lo introduce it,
after the Commmity had already failod to mest two
deadlines.

8. Mp, Sassep expressed concern about thepossibility
of Tisher.es being raised at the May Ministerial
meeting. Mr. Rippon said he would prefer not Lo
discuss it then. There was a danger that Parliament
while reiifying the rest of the agresments reachsd in
negotiations would refuse to do so in the case of the
fisheriss regulation. Mr. Leprdinois suggested that
fisting should be Linked with regicnal deve.opment for
the applicents, except for Demmark.

9. Mr_ lardinois asked for ifr. Rippon's views on the
recent agricultural decisions by the Commmity, including
those on structure. Ha thought Britain should be &ble

t.ut.akammagaafthelabmr. _ &maaiﬂma,,
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10. Mp, lardionois said that the Dutch Government had
consideread British figures and estimated that Britain, on
adopting Community policy on the structure of agriculture,
could save £80 million. They might have to modify

some cf their farm-assistance to bring them into line
with Commmity arrangements. But hs advised the

British Govermment to get cracking and submit their bilis
in this field to thc Community from the very start of
British membership. It would surely be important to
begin getiing money back from the fiund even in ihe first
year. The Italians had a hopeless administration, and
could never gst the money they might be entitled to for
structuresbeceuse tihey could not get their schemes in
order or their accounts completed. But the British

had a good administration. In reply to a qusstion

from Sir C. O'Neill, he confirmed that it would be some
Tive maiths before the new decisions wers oxpressed in the
form of a regulation.

1 '_Mﬂ( m Bz'it.a:ln had not, yet expresscd




CONFIDENTIAL

12, Mr, Lardinois suggested that the British
Government might suggost rostraint to its farmers
on sugar since Britich farmers would find an expanded
market for grain., Ho sald that the French wore
concermed about the exXpansion of British sugar prodvetion
with the lapse aof the Commonwealth Sugar Agrecment.
Sir C, O'Neill sald that develoning cowntiries wonld
become a Community responsibility. He asked whotivp
the burden of maintaining room for Commonirealth suvgar
should then be borne only by Britein. Mr.
replied that the Commmity already exercised restraint
under o quota system. Sip C, O'Neill nointed out that
the quotas wore extiemoly high.

13, Mp, Ripoon said we must allow for some oxponsion
af sugaa' m'ndunt.im as uonsmpt.'* on inereased.




CONFIDENTIAL

14. Mr, Lardinois asked whether British fermors had
agreed the last Anmual Price Review. Mr, Rinpon
replied that they had not done so formally, but
agreement had baen reachsd in effect. He pointed

out. that the new British arrangements foreshadowed
entry to the Commumnity. lr, Lardinois asked wnether
the arrangements had involvad problems with overssas
suppliers. Mr. Rippon replisd that they had, and it
was only with great difficulty that agreement had been
Tinally reached. ider politicsl arguments haa
triumphed especially with the United States and Canzada,
over short-term eccnomic interests.
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®ECURD UF A TEETING OCTUEE!
TUE GIALCELLUR OF THE DUCHY UF LALGASTER
ai THE DUTGH DHHISTER FUR EGLIGIIC RELATIUES
[HE TAGUE at 12 iloon, 20 April 1071

The Pt Hon Geoffrey Rippon Jr iielissen

uc, o
HE S¢r E Tookins IE e Sascen
The llon Sir G 0'fleil]
i H A Pakenhan Hr de Grooth

1 iir_Rippon said that providing that semsible transitional
arrancenents could be agreed, with 2 balance of wutual adventage,
the necotiations chould not present too ueny preblens. There
was ouch discussion in Dritain of the effect of entry, but this
discussion centred on the praclical probleus of transition. The
aroblens which night arise later would be of a difforont neture.
Britain's economic situation was nov nuch better than in 1067,
The balance of pavnents was stroncor and vould continue se, as
lon as the impact of entry was not over-hurdensone.

2 e ilelissen did not see any particular probloos in the
mﬂ: fmﬂ* i'm ma sove financial prﬁhiﬂm, aapanially
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unter on fair toros. e still weited to hoor what the Comaunity
thought wae feir, 'e werc preparad to be reasonable, but the

Six must also he so. ilr Kinpon agreed with iir ilelissen that ve
gshould show nrocrass at the Hay meeting. Ve believed that the
Conmunity might wove towarde our position on ilew Zealsnd ond sugar,
A British move towards the Community on the financial contribu-
tion and Comeunity preferonce would thon be possible.

4 lir_Eeissen askod how lir Rippon folt about a packace daal,
lir Rionon ronlied that we were preparad to work one out 1f the
9ix aiso vanted it. Public opinion expected a cortain amcunt of
give and take botreen frionds and allies. ir lialissen commentad
that Oritain had not chanced her proposal of 2 contribution o
the Comunity budget, despite Fronch chargos that it vos ridicu-
s,

O ir_Rippon said wo nicht be preparsd to ro-considor this in
the Tight of a symathetic roply fron the Six on other issucs,
Our finance proposals wore well-intentioned. iuch depended in
any casc on tho shape and size of the future Connunity budoot.
It was wrong for the Coumunity to shed tears ovor our cpening
bid. It was now mecossary to net down to concrote discussion,
whon one considered that it had only taken thrae months to nego-
Hah W&M@ﬂﬁ ﬂﬁ tﬁird mmtriua affactqé hy tho new
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v ir lielissen asked vhether Uritain vas prepared to discuss
any proposale fron the Cowmwnity, [ir [dnpon replied that ve vere,
but the Six could not fuposa unon us burdons which would rob 211
asubors of the enlarced Community of tho advantagos which
enlernoment would brino, A croat prize avaited us all, Fafluro
vould bo diesstrous, When such issues woro at etake, the prosont
discussions on porcentacs points were not whielly realistic.

7 ir 1nlieson askad vhy the Oritish side did not valic a new
aronosal, ile Linnon said it was fmossiblo to nojotinte on o
Lasie of continual fresh pronosals fron Uiritnin.  In noliticel
terue such a procoss wvas unroalistic. It elould ve rouctborad
hat Oritain wos noither at presont, nor vould she be in the
future the wealthiost nenber of the Comaunity. COur por conitn
iacone was lovor than that of any of the prosont nechors of the
Commumity, except Italy,

0 Jr Lolisson saic it was not the Coumunity's intention to
barcar Uritain. Ho rogretted the Critish offor of T4, The
Comnunity failura to reply was due to 2 wish to sco 2 wore accopt-
able proposal, e would be very intorested to heor what tho
British consfderad accentable, fir inpon said that thore wero 2
lot uf pﬁuﬂfﬂﬁﬂ* eay, 1% for a kind rord, 12 for help on liew

] y furthor ”Eﬂirm Htlw Thore wae roon for
¢ fssugs and on the stortin mt! fintehing pointa
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o finance, which ncant that by the end of the transitional period
she would bo cue to pay a contribution of 224, It was diffi-
cult to seo how she could neve fron 3% to 225, This was the
peason for Fronch distrust. It was botter for the Six to rcuain
silent, rathor than to make their om proposal vhich night be
unrcascnable and unacceptable,

10 i Rivon acreod.  However the problen still had to Ge
resolved. 1t would he helaful if the Community could comnent
symathetically on tho British proposals. ha loned that the
Dutch Covernment would bo able fo st the Community to make 2
aroncsal vhich noved in our Circction; te would then be able to
move torards theu.

11 iir_ilolissen asked about the state of public spinion in
Britain, and swnort for the Governuont's policy. Lir iipoon
said there had boen 2 clear majority in favour of entry through-
out the 1200s. The seccond veio had turnec public cpinion
aczinst entry. The majority vere now doubtful, but stcassiul
negotiaitions could calm many of their fears and reverse the
oresent state of public opinion. In Parlicaent thore was ¢
clear majorily for entry within the Consorvative Party, al though
thm'e m ﬁm ﬁfmiwg in the Lobour Farty. Given o foir
‘the Govern taﬁ a m}cﬂtj, uhich rould have
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PO oncorn about the visit of ii Schuaamn to London after the bay
meeting, tir Rionon explained that this wos coincidental. There
was no spacial significance in the date of the visit, which hac
houn the next conveniont tine ofter the failure to find suiteble
dates in fiarch, 1ir Riopon nenticned that i Schumann hnd told
hin that his visit to London vould Lo considerably ensed if all
had beon settled by then,

13 iir Sassen asked for British understanding of the Dutch
nosition on Conmunity finance, in view of the fact that the
Butch eharot our nosition on ilew Zealand and sucar, ir Rinnon
renlicd that we understood the Dutch pusition but expected the
Comunity to come formard with a pronosal. e weuld nol be
surarised by a Community proncsal of & to 05, with reference to
the concept of nrogressivity and the need for frionds and allies
to reach agreement. iir ilelissen commented that procress on the
financial contribution vas as nccessary as on cther issues.

ilr Rinnon agreed bt sudcested that a package deal would be the
hest plan, Could the Five try to produce a package waich Jkoy
then micht sell to ourselves and the French? [ir do Grooth
comuontod that once agreement had hoon roached within the Six,

it me difficult to change the Comwnity position.

ipnon naﬁ'ﬁ s h&tim' for the Community not to reach
seuent which rould be wnacceptable to us. o pointed cut
;,pa quaaﬁ hy thn passaga uf

P Aol ) S8 -
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' comrised a financial contribution of 104 rising to 25%, with
500,000 tons of sugar for COA countries, o degression for ilew
oaland buttor to 20% over the transition period, and full
Comunity nreference applied fron the boginning of the period,
Britain nould obviously reject this,

15 iir ilolissen suncosted that it might be better to discuss
rincinles and not figures. lir Rinpon agreod, so long as the
principles astablished led to acceptable figures. Lir 52887M
asked what the Oritish roaction would be to a Community proncsal
of 124 for the financial contributicn rising to 104,

16 iir Rinpon said this ws totally unaccoptable. Conounity
insistonce on 2 122 starting ficuro would wean the ord of the
negotiation, Tho sane situation would amly to a Ui pronosal.
There was roon for nogotiation betwoen 105 ond the adginal
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SECRET
2

Treasury Chambers, Great George Street, SWi
Q- 830 1254

/( 20th April 1971

317'%:& \
I sent you last night some drafts for

use in the meeting tomorrow with the ad hoc group
of the E,E.C. about sterling. I said that I would
let you have today the answers proposed to the
questions set out in Brussels telegram No, 255.

Questions 2(b) and (¢) and 3(b) are in effect
already covered by the draft statement at Annex A to
my letter of last night, but there is some additional
material on these quent.innl in the attached notes.
Question 3(a) about articles 108 and 109 of the Treaty
of Rome is covered by Annex B which I sent you

yesterday.

The attached drafts deal with all the other
questions. This is fairly detailed material, The
Chancellor has, of course, seen and approved it., But
in view of your letter of 29th March to Johnny Graham
ftmm the Prime Minister will wish to look at

d m .
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‘ QUEST ION 1;.11

T D*rﬂat Investment. The terms urder which investaent is p;:r;:i‘t-tt.:ﬂ

in Voluntary Programme and N.S5.A. countries aure broadly similar.
Companies are In generul expected to finance investment by means
other than sterling remittances, usually wita currency borrowed cbroad,
retained profite or cuports free of payment. In two respects, however,

inveatzent in the Voluntary Progranie cauntries is slightly less

restricted:-
(1) Por Voluutary Programme countries, sterling is allowed

for the whole of any investment which is likely to produce
earnings of a similar scule to the outflow within three
years. Under the "super-criterion scheme" K.S5.A. investaent
must produce commensurate eurnings within 18 months and the
amount of officlal exchange allowed is limited to £250,000
for each investment (or 50%, whichever is the greater).

(2) The rules governing the use of retained profits in reinvest-
ment, which are nurmll;.v limited to one-third of earninge, are
1&55 raatriotiva in the case of Voluntary Programme countries,
thwgh. in miun the hahavi.nu:- of nompn.nian is nueh the
’lﬂml.r X :u- L Bneiateie |
- same in respect of both m.
! ML he "?ﬂlm :Erna:m mtuuﬂﬂnﬂ

-
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value of their holdings. By contrast, H.S.A. securities

are traded among UX residents at a premium but one-quarter
of each sale is not eligible for premium or associated
re-investment, but haa to be surrendered for sterling at the
official exchange rate, resulting in an overall gradual
diminution (leaving aside appreciation and depreciation) ef
the totanl of securities held.

(b) In another respect, the Voluntary Prograumme arrangenent is
more restrictive, in that the individual institutional
investor is limited to the value of holdings at lay 1966, even
where that value was nil or very small. He has no
opportunity, of the kind available to fhe N.S.A. investor,
to obtain holdings of Voluntary Programme securitles, even in
competition with other U.K. investors. ‘

It is also worth mentioning that active investment institutions
make considerable use of permissions to run N.S.A. security
purtfuliuﬂ- financed by borrowed furaign uurr&una', an arrangement which

iri-Tacy dlaeis i dijlen ¥ Al

uilg

s mt.-mnﬂm to mamgl investors in mmlun. ete., securities.
' 3 here *m’ﬁmuam with the ‘Fﬂuntw

Bat e frawidtes ol

m&mﬂﬁ beliove
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DRAFT REPLIES TO QUESTIONS IN BRUSSELS TELEGRAM CODEL 255

QUESTION 1(B)

SPEAKING NOTE

The rreedom of capital movements between the United Kingdom

and the countries of the Overseas Sterling Area is not the
subject of any specific inter-governmental agreement with the
countries concerned. Before the 1968 Sterling Agreements,

there were however tacit and imprecise understandings on two
points. Firsy, it was understood that all Sterling Area
countrics would operate sufficient exchange conirol machinery

to ensure that each other's own exchange control rules vis-a-vis
the Non-Sterling Area were not evaded - e,g. that U,K., residents
could not export capital to the Non-Sterling Area via other
countries in the Sterling Arca - the "ring .fence® concept. This,
of course, still applies. Secondly, it was understood that a
substantial part of the reserves of countries of the Overseas
Sterling Area would continue to be kept in sterling, or
alternatively that if a country wished to diversify its holdings,
there would be prior consultation with the U.K. to ensure that
any change was made in an orderly fashion and would not cause
disruption in the international monetary scene, Some countries
did in fact diversifry substantially within this arrangement,

The 1968 Sterling Agreements contain no formal commitment ﬁr the
United Kingdom on capital movements; but the freedom of
capital movements Hnleundnuhtedly an essential underlying
assumption and was m&ﬂw expected to continue - see for

h m of the Wﬁ with Australia

- of the -tgm-um. the United
- ' tuum on the rm of




capital moverentas - this provision would be invoked.

BACEGROUND HOTE

Although 1t should not be revenled, the UX representatives
ghould be aware that we have secret understandings with
Ausiralia, New Zealand and the Irish Republic, entered into

at the same time as the Sterling Agreements, and providing
that if we contemplate the imposition of restrainte on eapital
movements, we muat consult those countries; that if we impose
such restrainte, we muast review the Agreements; and if such
review deos not lead to a satisfactory arrangement in the eyes
of the Sterling Area country concerned, that country has the
right unilaterally to terminate the Sterling Agreement.

Most of the (unpublished) Letters of Implementation which rill
out the details of the way in which the Sterling Agreoment
will be implemented, contain a clause whereby the 0SA country
undertakes to do 1ts bent to ensure that the sterling balances
of its own nrivate residents are not transferred to the Non-
Etnrl:lng .ﬁ.ran save in the norml course of current business.

~ Both 34‘ ‘bhg n‘bnﬂ ng-uld. pa rmrﬂm!l as a kind of inter-
mrmntli uﬂmt affecting capital movements. It would
‘however be unwiae liu- ﬁﬂr ﬂn ‘lﬂm.r existence ﬂ'&h the 31:.




INVESTMENT IN OSA AND THE UK BALANCE OF PAYMENTS

Over the last twelve years private UK investment overseas
has increased from an annual average of juet over £380 million
in 1959/61 to just under £700 million in 1970. Of this increase
much the greater part has been in the NSA, where UK investment went
up from £129 million in 1959/61 to £394 million in 1968/70;
investment in OSA, on the other hand, only rose from £184 million
in 1959/61 to £302 million in the last three years. Details of
the composition of these investment flowe are set out in the
accompanying table.

2. The effect of the investment flows to the sterling area upon
the UE balance of payments is best considered with reference to
three main points - the current account, other investment flows,
and sterling balances.

3. [The current account. UK investment in OSA is likely to have
had a favourable effect on the UK current account. In other words,

without the investment flows the current account would have been
ally Wﬁﬁ# to be. In the first place,
' sfited from UK investment in mmg




4., Other investment flows. UK iuvestment in OSA is likely in

part to have been at the expense of investment in the NOA. As
explained in the first paragraph, investment in the NSA in fact
rose faster than investment in the 0SA, but it is probable that

if investment in OSA had been less, capital flows to the NSA would
have risen even faster than they did. In other words, & reduction
in investment in the O0SA would probably not have led to a

commensurate reduction in total UK private investment overseas.

5 Sterling balances. Because some of the effects referred to,

especially those on the current account, take time to work through
the syestem, the rise in investment in the 0SA probably also led to
an initial increase in sterling balances. . Some, though not all,
0SA countries probably reacted by increasing their expenditure
overseas; depending on the nature of their trading relationships
with the UK a greater or smaller part of this additional
expenditure wes directed at the UK, thus further raising UK
receipts.

6. The points outlined above by no means exhaust the effects
which may be assumed to have followed from UK investment in 0SA
over the last twelve years but other factors - effects via the

fluence on the domestic policies of the recipients, offects
X impo: - = ; 'I__-ﬂﬁiﬂ-m_ speculative.,




absence of the neceasary information no firm conclusions about

the net effect of investment in OSA on the UK balance of payments

are possible. All that can be said with reasonable confidence
is that the net effect was very likely much smaller than the

gross effect [and may indeed have been positive rather then
adverse].




© U.X. PRIVATS TUVESTUENT OVERSEAS

£ million

. E = Avarapgn
1960 1961 - 1962 1963 1964 1965 1966 1967 1968 1969 1570  1555-70
=160 =124 -122 ~135 ~161 =186 ~119 ~142 177 =237 -224 ~150
.-;9' =1 = B ~26 = B +12 +16 ~20 + B +33 +#15 - 1
422 % 6 +11 +34 433 438 +23 ‘-21 -165 -29 - 32 8
R S s s 50 63 -61 =43 -20 -44 -34 -45
=201 ~186 =-150° -163 -187 -199 141 -226 -354 217 -215 =210
-9 102 -87 -101 -102 -122 157 ~139 =233 -2%4 =276 -149
FRE A T d k5 & 2+ 2 + 2 % 2 » 2 ~-25 + 1 =
+21 $#37 +W0 16 -0 +42 +42 -2 —B1 4+26 -85 4+ 2
=55 =64 -39 -43 -82 =171 -49 -8 _-63 =~-46 -121 = é€8
=12f =127 =92 157 =212 =155 ~162 =237 -331 -U0 ~-460 =215
-250 =226 ~209 -236 -263 -308 -276 281 410 531 500 307
-6 =15 ~- 2] = 6 +14 +18 —-18 4+ 10 + T +16 -~ 1
43 +43 441 #16 F 3 +80 +65 -4t -6 - 1 -9 - 4
~109" ~115 ~72 -179 -133 -140 -110 =-123 -8 -9 -155 -1}
=322 <313 242 -320 -399 =354 =203 463 735 ~B1T =735 -425




QUESTION 2(A)
PRAKING NOTE

It is true that if the total reserves of the Overseas Sterling
Area continued to rise, the efficct of the Sterling Agreements

is auvbomatdcnliy to produce an increase in their officisl
sterling holdinge. It should however be noted that the

increase will be only proportionate, since Eterling Area
countries are not required to put the whole of any reserve \ v
inerenpe into aterling.

Although it is true that favourable intereset rates in London
generally make it more attractive tﬁ put funde into sterling,
in practice the level of London interest rates does not appesar
to have been a motivating factor in determining the dieposition
by the countries of the Overseas Sterling Ares of their
reserves. In Sepiember 1967, gome 50 per cent of Sterling Ares
reserves was in sterling. By September 1968 (when the Sterlirg |
Agreements were entered into) it had dropped to sbout 40 per i
cent., OGince then, it has at no time up to the end of 1570 E
(the latest date for which figures are available) risen more |
then 3 or I} percentage points above that level, Thus, the
atiraction of London interest rates, even when coupled with the
dmﬁ;am&gmama ‘guarantee, has not, it would Buﬁm‘haan &n

importan mmmmmmﬁn :11' Etaﬂiug Ares countrica.

*t‘l H'fﬂl“ .'ﬂ!!-r SN q.--fh-."
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BACKGROUND NOTE

In reply to Question No,5 of the last ERC Cusptionnaire, we
geald:

"Confidence considerations mpart, movemente in these
balances /official groee OBA sterling balances/ nré now
largely a function of the balance of payments surpluses
or deficite of the OSA as a whole; and in the yesrs 1968
and 1969 those surpluses were excaptinnally hign, 1In
1970 we expect a surplus of a similar order of magnitude,
but thereafter a much more modest surplus is more 1likely.
While this could still lead to some increase in 1971 and
after in the absolute level of 0SA official sterling
balances, the increase should be less than that which hae
occurred in the last 18 monthe."

If this ie referred to in this connection, it would be proper
to say that we would now expect a rather more substantial

increase of the balances in the period which would be covered
by extension, as a result of the recently negotiated increases
in tﬂ’g‘:iqw; In fact our forecast is of an increase of

about £400 million a year; but such forecasts are notoriously
mm.mmwm& wmw to avoid ma ﬂgum ﬂth

tﬂ' e hnlmaa wogla 3
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QUESTIONS 2(B) and (C)
BACKOROUND NOTE

What cen be gaid on the guestion of what might repluce the
Sterling Agreements in 1973, on the assumption that the UK
Joins the EEC, 1es contained in the "Dreft Btatement" on the
future of the sterling balances. We cannot give any Tirmer
undertaking than is eet out there, since it will be a matter
for international negotistion.

It ie of course probable that, given the unlikelihood that aENY

of the more grandiose funding schemes will prove rracticable,

we shall in 1973 be looking for some further extension of the |
Sterling Agreements; and it would not be impossible to envigage
modifications in such an extension which would cover the

points referred to in Question 2(B). Thue, we might seek to
guarantee a a lower proportion of the sterling holdinge: we

might seek to have reduced (or sliding, or some form of
"limited") MSP'e; or we might try, if e practicable way which

was acceptable to the OSA could be found, to orgenise lower I
interest rates for officlal holdings. Arrangements of thie i
kind, or some combination of them, could discourage officisl i
holders from holding as much sterling as they do at present.

But all such modifications would have to be considered in the
context of the financing problem which esabilisation (let slone
& rundown, however gradual) of the balances would impose on

the UK.




SECRET

8.8. Ensle}. The UK deces not of course envieage - as perhspe
this Question doea - raverting to a pre-1968 condition in
which 0OSA holders are free to run their balances down at will,
We would look to some continuation, however modified, of the
Sterling Agreements and/or the Basle facility (with perhape a
more fundamental scheme in the longer term) and this would thus
aither prevent a rapid rundown in the balances from occurring,
or would provide the financing necessary to meet such rundown.
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' Question 4: THE BRITISH AUTHORITIES' ATTITUDE TOWAHDS FRIVATE

OVERSEAS IRVESTIERT.

Over the past decade, the secular growth in the wolume of

grosa overseas investment, both inward and outward, has been of
the order of 10% per year, taking one year with another. The
rise between 1963 and 1970, gquoted in the guestion, from £320 million
to £735 million in outward investment was matched by a comparable
rise from £233 million to £665 million in inward investment.
A good deal of the increase in both directions, as much as one-hal”
in the case of outward investment, generates itaelf from the
reinvestment of a proportion of the growiug profits on a rising
value of existing investment.

2. There is no reason to suppose that this secular growth
will not persist for the foreseeable future, and at much the sane
underlying rate. [Except in relation to investment transactions
with E.E.C. members, however, it is not expected that this growth
will in itself impose additional burdens on U.X. reserves or
additional mnatmm_g_g;ﬂ&fsing other features of the U.K. balance
of payments. For this view there are two reasons.

3. Piret, it 1ally the met cost of any excess of

, = 1
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exchange control in relation to investment in N.S.A. countries,

to which an increasing proportion of new British investiment hes
for some years been directing itself, has as its main objective

the choice of methods of financing which will protect U.X. reserves
from the incidence of cost of the investment unless or until it is
matched by balance of payments earnings in profits, exports, ete,
arisiné from the investment. It is of course through the
relaxation of these financing requirements that compliance with

E.E.C. directives on capital movements will impose additional
burdens on U.X. reserves.
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Treasury Chambers, Great George Street, 5. W 1

O1-000 1254

19th April, 1971

2
qu
Do Kbt

As you will have seen from recent telegram rom Brussels,
the Permanent Representatives of the Six have set up an
ad hoec Group to advise them in connection with the economic
' and financial questions which are to be discussed outside the

&lﬁi*&d | main negotiations. Telegram No. 254 of 16th April from
Brussels reported an invitation to us to appoint representatives
to meet the Group. This meeting is to take place on
Wednesday 21st April. Our representatives will be Bell of
the Treasury and Morse of the Bank of England,

The composition of the Group is as helpful as we could
have wished. It is made up of people who have some understanding
of the problems and people who should understand well the
importance of discretion in discussing them. The manner in
which the arrangements for the meeting have been made is also
reassuring in that it shows a proper concern to maintain security.
In general, the necessary briefing for the discussion of

‘has been cleared through the A.E. Committee

ke

...........



The line proposed is set out in Annex A. Paragraph li
is perhaps a more specific declaration of its kind than any
we have vet made. Whether in fact the nature of the
contact with the ad hoc Group will permit the making of such
a statement we do not know - if mot, it can be drawn on in

answering questions; but the Chancellor feels that tactically -

to gain the support at least of the Five - there is much to
be said for it, and that ultimately we shall need to give
an assurance of this kind at Ministerial level if we are to
satisfy French views.

The second question is that of articles 108 and 109 of
the Treaty of Rome. Under Article 108, financial assistance
may be provided to a member who is "in balance of payments
difficul ties”. Under Article 109, a member may take
"protective measures" in the case of a "sudden crisis in the
balance of payments". The French have said that the U.K.
should not be free to invoke these Articles if our difficulties
derive from falls in the sterling balances, for assistance
with which we should look to "appropriate international action"
The Chancellor sees no reason why we should not give an
assurance which would meet this point, and if need be embody
it in a protocol or some similar document.

The third quest: is that of Exchange Contrel
Discrimination., The ench want us to end on entry all
discriminatory measures on capital movements which favour
the White Commonwealth, Our line on this - already made
clear to the Six - is that we will comply fully with the
E.E.C. Directives by the end of a transitional period; but
this would not mean the end of discrimination. The line
proposed on this is set out more fully in Annex B, but our
first position would be to go no further than just suggested.
Ifigrgpuud to do more we should have to reconsider the
ma » .

‘be grateful to know whether the
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Annex A

SECRET

FUTURE OF STERLING BALANCES: UK LINE FOR DISCUSSIONS ﬂlTHuggugDG

Draft Statement

1. We welcome %he opportunity to discuss this subject., We share
your objective of economic and monetary union, and we welcome the
progress you have made towards it. We shall lock forward to
playinug a full part when the time comgg¢. What follows should be

aeen in this perspective.

2. We start from certain facts. Sterling is used internationally
both as e trading and as a reserve :urren:;a:. These functions find =

expression in the sterling balances. The centre of the guestions

noew under discussion is the officially-held balances of the 0SA,
for which the latest published figure is £224) million (for end-
1970). Although these official balances have been rising in the
last two years, there has been a secular decline over the last two
decades in their significance in relation to the total reserves of
the OSA, the total reserves of the world, end world trade.
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D New srrangements of this kind will involve other countiries
benides the United Kingdom, and require international apreement.,
This 18 not a matter which the British Government can settle on

thelr own,

In our view, any successful scheme must meet certain basic “

desiderata:
i) It must not involve unacceptable resource costs
for the United Kingdom, especlally at the time

when we shall be assuming the initial costs of

entering the Community. In this the interest of the
United Kingdom is not different from that of the
Community as a whole, It would not be in the
interests of the Community to create for one of
‘its members an insoluble financing problem,
ii) It must be acceptable to the official holders of

~ sterling as well as o't.hﬂ:‘ mﬁcipnnta.
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NOTES "

1. EUEHtiﬂﬂﬂ are ralged about the present UK policy o
rﬂnﬂwnl of Sterling Agreements

The United Kingdom has proposed that, as an interim course, the

present Basle arrangements and Sterling Agreements, reflecting
as they do detailed negotiation and balaneing of interests in
1968, should be continued as they stand for a further two years,
extending them to the 5 years originally envisaged. This is the
simple and sensible arrangement for the periocd between now and
our entry into EEC.

2. I1f guestions are raised about what sort of ideas might be
ennﬂ&areﬁ Tor new arrangements in due course t

Any proposal to reduce or eliminate the present official OSA

holdings of sterling must involve substituting another reserve

asset, for which the main alternatives are: US dollars (at present
suspect, and disliked in principle by the French); SDR (not yet
sufficiently established; too soon to amend scheme); a European
uur.srumw, axnmm ﬁm *bhu Gamma do not mt) or some new
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to commit the UK or others to this or any other course in 1973 by
which time other solutions on the lines of one of the alternatives

in paragraph 2 may have become more practicable.

L. Whatever scheme is adopted, a further desideratum is that
any resulting reserve cost on the UK should be tolerable; and
here account must be taken also of its relation in time to the
period when we shall be assuming the initial costs of EEC entry.
In this the intereat of the United Kingdom is not different from
that of the Community as a whole. It would not be in the interest
of the Community to create an inscluble financing problem for one
of its members. Because of financing conseguences, reduction in
the absolute level of sterling balances may not be in the interest
of the EEC any more than of the UK.
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Annex B
SECRET

CAPITAL MOVEMENTS & NON-DISCRIMINATION IN EXCHANGE CONTROL

The French Statement of 18 March said: "Great Britain's entry
into the Common Market must be accompanied by the immediate
suppression by that country of diseriminatory measures which, in
regard to capital movements, at present favour the countries of
the White Commonwealth (basically Australia and New Zealand) in
comparison with the member states of the Community. The meinten-
ance by any member country of a preferential system benefiting
third countries in relation to the treatment applied to the other
member countries appears to us in fact to be incompatible with
the prineciples of our Community. Moreover, by facilitating
exports of capital from Great Britain to other Sterling Area
cuuptring_th}p_pg;tem tends, other things being egqual, to swell
thg_tbiun;_ﬁf f@g utgrlipg'balnneaa”and aggravate Great Britain's

extersal Benctapy, TRineraiLILY !
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relation to FEC becsusse of the reserve cosl. We shall

of course do our best to move ss fast ws possible,

BOTES

a) Paragraph 2(1) sbove limits the commitment to capital move-
ments covered by EEC Directives. This excludes, notably,
short-term capital movements which are at present unrestricted
between the UK and the Bterling Area but which are not liberalised
within EEC and not covered by the present Directives, and which we
do not envisage liberslising for EEC., If EEC were to adopt fresh
Directives covering these items, we should have to reconsider our

ponition.

b) Paragraph)(1) also refers to non-discrimination in substance.
This is to cover the point that we shall need still to retain the
'M#Mm in relation to the B8ix - becsuse,
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diffieulties both political and practical, and involve risks of

potential reserve cost in relation to asterling balances.

1Fe Y U D ""'Ef';tlis; BUE .7 ;*ffi” -l'“ -fﬂ‘.i . if
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CYPHER CAT/A

FRCM CODEL BRUSSELS. 1é6fuicl

e CRET, 1
alll,

TCO IMMEDIATE FCC TELEGRAM NO CUDEL 255 OF 16 APRIL 1971 .

WY TWO IMMEDIATELY PRECEDING TELEGRAMS = ECONCMIC AND FINAKCIAL
QUESTICNS,
FOLLOWING IS TEXTe=

QUESTIONS A POSER A LA DELEGATION LRITANNIGUE,

1. RELATIONS FINANCIERES PARTICULIERES ENTRE LE ROYAUME=-UNI ET
LES PAYS DE LA ZCHNE STERL NG,

LES INDICATIONS DONNEES PAR LA DELEGATION BRITANNIQUE EN
REPCNSE AUX DIVERSES QUESTIONS PCSEES LAR LA COMMUNAUTE EN CE
DOMAINE PERMETTENT D’AVOIR UN TABLEAU ASSEZ COMPLET DU REGINE
PREFERENTIEL ACCORDE PAR LE ROYAUME-UNI AUX AUTRES PAYS DE LA
ZONE STERLING, EN CE QUI CONGERWE LES MCUVEMENTS DE CAPITAUX.
CES DOMNEES CONDUISENT A PCSER A LA DELEGATICH BRITANKIQUE LES
UUESTIGHS (}GHFL%HT}I.&Eb Si}wﬁﬁ‘rﬁﬁl

E LYEX GE DU Hiﬂmm DE RESTRICTIONS
N PRATIQUE, LA rnﬁrte DES PREFE-




T
o ilsnm

') GUEL & ETE, DE L"AVIS CE LA DELECATION ERITANNIGUE, LY IMPA
cun LA EALANCE DES PAIEMENTS DU RUYAUME-UNI, DEPUIS LES 15

IERES ANNEES, DU REGINE PAATICULIER ACCORJE AUX RESICENTS

LEITANNIGUES QUI INVESTISSENT OU TRANSFERENT LEURS AVOIRS

54%S LES AUTRES PAYS DE LA ZONE STERLING? IL SERAIT INTERESSANT

“F DISPOSER D'INDICATICNS RELATIVES AUX PRINCIPALES CATEGORIES

D*CPERATIONS (INVESTISSEMENTS DIRECTS, ACHATS DE FURTEFEUILLE,
FRETS, EMISSIONS SUR LE MARCHE DE LONDRES..sess) ET, S) POSSIELE,
't CISTINCUER LES OPERATIONS INTERESSANT LES PAYS DEVELOPPES
ET SOUS=DEVELCPPES DE LA ZONE STERLING,
2, LES ARRANGEMENTS EILATERAUX ENTRE LE ROYAUME=UMI ET LES PAYS DE
LA 20HE STERLING CONCERNANT LES ZALAKCES STERLING,

CES ARRANGEMENTS COMPCRTENT LSSENTIELLEMENT DEUX DISPOSITICNSS

- L'OCTROI PAR LE ROYAUME-UNI AUX ETATS DE LA ZCNE STEALINC D’UNE
GARANTIE DE CHAKGE EN DCLLARS SUR L*INTEGRALITE BE LEURS AVOIRS
CFFICIELS EM LIVRES EXCEDANT 12% DU MONTANT TOTAL UE LEURS
RESERVESs 3

—~ LE MAINTIEN, EN CONTREPARTIE, FAR LES ETATS INTERESSES, D°UN
POURCENTAGE MINIMUM DE LIVRES STCRLING LANS LEURS RESERVES.

La Clnalualscu BEUX DISPLSITIONS-A GUOI S'AJOUTE
L*ATTRAIT E% fﬁﬁ }.EE Tll.'lx 47 INTERET SERVIS A LOMDRES SUR LES
AVOIRS ;’t LI VRES TAUX QU1 m ETE CONSTAMMENT SUPERIEURS A CEUX
- 7., LARE—H'APPlRiIT-ELLE PAS ﬂEa
?'_, COMPTE TENU DE L* '
mm.saes. UN ACCROIS

e, W IEE ﬂ,l H %" ATIC ,_:Ig.,_,._;: ‘
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a1

" ROYAUME-UNI ETAIT DISPGSE A REMONCER AU LENEFICE DE

L*ARTICLE 128 DU TRAITE DE ﬁL.E EN CAS DE DIFFICULTES

RESULTANT CU REMLCURSEMENT CU DE LA CUNVERSION LE BALANCES STERL ING,
QUELLE EST AUJCURDPHUL LA FCSITION ‘DU COUVERNEMENT

BRITANKIGQUE A CE SUJET, CCMPTE TENU NOTAMMENT DES DIs~-

POSITIONS ADOPTEES PAR LA COMMUNAUTE RELATIVES A L*UMNION
ECONOMIQUE ET MOMETAIRE?

COMMENT, DE L*AVIS DES AUTGRITES ERITANNIQUES,

CONVIENDRAIT=IL DE RESCUDRE LES DIFFICULTES SUSCEPTIELES

D'ETRE PRCVOQUEES FPAR DES REMECURSEMENTS OU LES CONVER-

SIONS EVENTUELS DE BALANCES STERLING, DANS LA PERSPECTIVE

DE L'ELARGISSEMENT DE LA COMMUMNAUTE.

4. OBJECTIFS DES AUTORITES ERITANNIGUES EN HﬁTlEHE D?EXPORTATICN
LE CAPITAUX PRIVES A LONG TERME,

IL EST CONSTATE QUE LES SORTIES DE CAPITAUX AU TITRE ECES
INVESTISSEMENTS PRIVES ERITANNIGUES A L*ETRAKGER SONT PASSEES
DE 322 MILLIONS BE LIVRES EN 1963 A 735 MILLIONS DE LIVRES EN
1572. LA EH#hDE—ﬂHETAEHE SE SITUE AINSI PARMI LES PLUS
IMPORTANTS PAYS EXPORTATEURS BRUTS DE CAPITAUX.

LA DELEGATICN nn:rnunnqua A INDIGUE DANS SA REPONSE AU
wgsr;pnw %Lg G ,_Mmsswn eug LES SORTIES D CAPITAUX
l@ Mus L'M‘EHIH e'r CONNAITRAIENT

| mzymm CHIFFREES QUE

RRA mg&émn A cﬂ ECARD.
.gm .

iigr
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FROM CODEL BRUSSELS. 1620322
SECRET, |

GILL.,

SECRET

TO IMMEDIATE FCO TELEGRAM MO CODEL 9254 COF 16 APRIL 1971.

MY 1.P.T. = ECONOMIC AND FINAKCIAL GUESTIONS. F gt

MCSCA SAID THAT HE WAS INSTRUCTED TO INVITE THE UK TO SEND
REPRESENTATIVES TO MEET THE AD HOC GROUP IN BRUSSELS ON
WEDNESDAY 21 APRIL AT 1532 HOURS., THE AD HOC GROUP HAD DEL IBER=-

ATELY RESTRICTED ITS OWN NUMBERS TO TWO PER MEMBER GOVT» AND.
TWO FROM THE COMMISSION AND, THOUGH HO LiMIT wAS PLACED ON THE

NUMBERS WHO MIGHT REPRESENT THE UK, THE GROUP HOPED THAT,

IN THE INTERESTS OF DISCRETION, WE WOULD KEEP OUR NUMEERS SMALL.
2. MOSCA STRESSED THAT THE PURPOSE OF THE MEETING WAS NOT TO
NEGOTIATE. 1TS OBJECT WAS FACT=FINBING, ON THE BASIS OF WHICH
THE AD HOC GROUPS WOULD REPCRT TG THE COUNCIL SO THAT THE
COMMUNITY COULD DRAW UP A COMMON POSITION.

3« AS A MATTER OF CONVENIENCE, THE GROUP HAD DRAWN UP A LIST OF
QUESTIONS (TEXT IN MY I, F.T.) WHICH MOSCA HAD BEEN INSTRUCTED
TO GIVE TO ME INFORMALLY. ITS PURPOSE WAS TG GIVE US & GENERAL
IDEA OF WHAT THE GROUP WCULD WISH TO DISCUSS WITH US. BUT HE
WAS INSTRUCTED TO STRESS THAT THE QUESTIONS WERE NOT BINDING

AND THAT NO COMMUNITY POSITION HAD BEEN ADOPTED ON THE QUESTIONS
OR ON POSSIBLE ANSWERS TO THEM OR ON ANYTHING OTHER THAN THE
Pﬂnchuﬁﬁ'“**f:f::Jw.I'L'H"

'ia}'%gues'nm HAD

IGNED TO ETHES%




5. BEARING THIS IN MIND, MOSCA SAID THAT IT WOULD BE HELPFUL
IF WE WERE TO GO BEYOND THE QUESTIONS AND WERE TO DEAL AS
FULLY AS WE COUL D WITH THE PRCBLEM SET OUT IN PARA & ABOVE.
6. IN ORDER TO PRESERVE THE MAXIMUM DISCRETION, THE GROUP WAS
NOT SEMDING THE TEXT OF THE QUESTIONS EVEN TO THE PERMANENT
REPRESENTATIVES, IT WAS FOR THIS REASON ALSO THAT IT WAS HE
RATHER THAN THE PRESIDENCY WHC HAS SUMMONED ME TO MAKE THIS
COMMUNICATION.« FURTHERMORE ONLY THOSE DIRECTLY CONCERNED WOULD
BE INFORMED OF THE EXACT MEETING PLACE (WHICK | WILL WOTIFY To
OUR REPRESENTATIVES WHEN THEY ARRIVE).
7« PLEASE TELEGRAPH WHETHER | MAY ACCEPT THE DATE AND TIME
PROPOSED AND, IF SO, WHO OUR REPRESENTATIVES WILL BE. MOSCA
STRESSED nm' n' mum THROW THEIR TINETABLE SERIQUSLY OUT
OF IF THIS DATE WERE NOT ACCEPTABLE TO US. .
i ;:.'_ B =+ 5 K "
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Published Papers

The following published paper(s) enclosed on this file have been
removed and destroyed. Copies may be found elsewhere in the
Public Record Office.

___HOUSE 0F Commnnd  HANSARD
(A ARU (G, CoL.opnS 329 - 33¢¢
YORITTEN ANSLOERS: € UROPERN

ECONOM(E  COMMUNITYE
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When you see the Foreign and Commonweslth Secretary
and the Chancellor of the Duchy next Friday afternoon
to discuss the HEEC negotiations, Mr., Soemes and
Sir Roger Jackling will also be present. Sir Denis
Greenhill has enguired whether he and Sir Con 0'Neill
should also be present. If you agree to this,
it will be desirable also to invite Sir williem Nield.

Shall we have all three?

Di¥s
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EEC Negotiutions

1« The Prime Minister may find it convenient to have a note bringing
together the most recent documents in this field, and commenting on
them, before his meeting next Friday. There are three documents

(you will have copies of all of them to attach to this minute).

- Mr Tickell's minute of 7 April to you, entitled

"Visit by the Prime Minister to Paris" with attached é:' Bove od fmr:.-"
draft telegram. =

ii. Mr Bippon's minute and enclosures entitled
C [aﬂa-dud
Shape of the Final Package in the EEC Negotiations.

iii. Euro Intelligence Digest 10(71) of 15 uul.E-H sl Har Box -.l'#l:]

2. Oni., may I ut-mwwmmﬂrm;ﬁ-ﬂﬁ it.
I think I can say I have pretty consistently urged that:
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Ruropean® in agrioultural, commercial, industrial, economio
and monetary policy and indeed in political and defence
matters aleo: and that our convinoing them of this is the
firet prior condition of entry.

e. We should assume second, that if we satisfy the French
on de they will then wish to drive a hard bargsin with us

on both the terms of entry and on any bilateral co=operation
of intereat to them.

f. We should assume third, that satisfying the French on
de and o, will extend beyond the bilateral meeting into
the subsequent multi-lateral negotiations.

g+ We should consequently assume, fourth, that the terms
of entry will be stiff and that approval of the decision to
enter can only be secured on the broadest basis of policy.

On the text of i. I have two pointa.

a. Bofore the bilateral, or at least during the bilateral,

we should indicate informally to the t wo are

Mﬁmmnﬂudn}m al contri-
j "'-""-Mll,:lmunhnum
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contribution to the Comsunity Budget, because of its effect on the
balance of payments and so on sur goneral economic policy. This is
BOT %o say that ii. is wrong in its percentagea: but that they will
nead to be looked at in terms of the Balance of paymenta and resource
burdan.

3« On New Zsaland Parliamentary and pubdlic opinion will be perhaps
mainly influenced by what the New Zsaland Govermment says about any
settlement. Unfortunately, one does not know to what extent the
present French position on New Zealand is tactical. But to the New
fealanders three things will be important, not two: these are the
period of years over which the volume of their dairy products exports
is scaled down: the percentage to which it is scaled downt and how
far the degression in volume is offset by a higher price, i.e., in
effect giving some of the levy back to New Zsaland. Probably only
negotiation can show what is the maximum achievable permutation of
these three items - and this could well be almost the last thing to
be sattled.

6. On sugar, the memorandum at ii. does not take the point (the
ntﬂﬂﬂmhtuhuﬂ;ﬂnun]tﬁtﬂm;hhmufﬁ-,
hlﬂﬂﬁﬂmﬂﬁhﬁmﬁm&mjﬂ-utmhm
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fruit and vegetables) of which the middle two are really the New
Zsaland and Commonwealth sugar issues, the first is largely a Danish
and Irish issue, and the fourth is largely domestic, and will probably
have to be settled on a roundabouts and swings basis (British horti-
culture has climatic disadvantages, but its marketing arrangements
have needed improvement for many years),

8. On the Sterling paragraphs of ii., an official brief will be coming

forward. But of the three issues the French are raising, we can

hardly object te the second, i.e., that Sterling area (as distinct

from the United Kingdom) operations should not be a burden on the

Communi ty under Articles 108 and 109 of the Treaty, which was only

designed to cover metropolitan countries. On the first and third,

the financial advantages of the United Kingdom do not rest so much

on the roles of Sterling, as on the immense capacity of the institu-

tions of the City of London to dealX more effectively than othar

countries institutions in any currency, e.g., their achievements in

the Buro currency field. In any event the future roles of Sterling
settled save in a world context, and over a much longer period

of time than is available for the negotiations: so that the most we

can be asked for is a declaration of intent. I stress these very

general points because the Treasury is rightly interested in the

specific detail of what they will have to do under any accession

~ agreement: MIMmhMthhhﬁtﬂhMtuu

w?ﬁmmmm mamm-mhwm hich

......



TOP SECRET

[

ol -

10. Finally, to revert to the document in i. above. The careful

Jreparation of a bilateral will need to Lo done as secretly us
Fﬂ-lr-l-i:':-ll:- +he sppearance in Paris of any known figure from London
whether Ninisterial or official will clearly unleash gpeculation.
Any preparations will have to be done with our Embassy in Paris.

But a reliable and senior "third party” might enable the preparations
(in effect of an agenda) to be done more secretly. I suggest that
the Senior Treasury Counsel, ¥r J P Wamner might be considered. He
bas & French mother (hie initials stand for Jean Plerre), he is bi-
lingual (he did the Bolls-Royce patents negotiations in Paris in
French), he has the reputation of being one of the best legal brains
in commer#¥al law, and I underetand he has helped with Conservative
Party committees} and the Attorney General knows him well and thinks
highly of him« It might even be that Rolle-Royce business in Paris
could if necessary be a useful cover. He could be inteneively
briefed by Ministers and the official team.

1. I am sending & copy of this minute to 8ir Burke Trend.
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sgeting on the LEC Negotlations
"¢ This is to confirm ny tele call to

t the Prime Minister has in m a meeting wi
ths Fap and Commonwealth “ecretary and Nr, #i
to be held on the afterpoon of Friday next, £° April,
Lo discuss the FEC negotiations.

The Priass idinister would like to nave both
ir. Joamez and Sir Roger Jackl at this meeting
and {ou are lnguirlr%n:nnmur i would present any
gulty. ince Prime Ninister wishes there
to be u'da Lige for full discussion, the meeting
have to be earlisr than the time of 5.30 p.m.

would
which: had been iously rixed for the mest W
Mr, Soames msmgx will discuss dm o

tinings with you.
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Chancellor of the Duchy of Lancaster

15 April 1971

Dew Pebwr, %7/?

| enclose copies of two draft replies to written
Parliamentary (Questions on sterling by Hr Arthur Lewis, to
be answered by Hr Rippon on Monday, 19 April.

lie do not think this an appropriate moment to be put-
ting new formulae to the House. The answers, in which the

Treasury concur, draw on existing material approved for use
in supplementary answers in the House on earlier occasions.

e In vi&i._alf Rubart Arua-irmg S l&ttm- of 23 March to

m you see no objuﬂw to these

' ._-‘r'\ s [h— /
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Lo Ulitoe Luough your _'
hgﬁwu __19th April 1971 | Under-Secretary by

e U o grehaLs v
Ve AT S
...'g. B bl ;..I.'_ - g I--l-“l.__

ﬂ/ﬁ‘x A/d //f/ _
Mr. Arthur Lewls (West Ham,)-

ask the Secratary of State for Faruign
and Comm nzgll:d ﬁrfﬁirs, whether he will
make a statement on Great Britain's policy
on the Hu‘“ulﬂ of the sbatus of sterling
as placed on the agenda at the Brussels
discussions held on Thursday l1l8th March.

[’fn] I have nut_hing to add to what I said on \
_ m s Howse
sterling in the dabatalon the 21st January and in

~ answer to Questions on the 22nd March. The discussio

on this subject in Brussels on the 18th Narch took ]
place in a meeting of the Council of Ninisters of the
EEC, the E:gngqinga of which were confidential.

_-‘. oy




Wtw | Uiboe :J:nrﬁugh your ARt

for M aoawer oo LI U1 April 1971 Under-Secretary by ~/

Pl 1o /!

*La., 'Mr. Arthur Leowis (West Ham, North): To
ask the Secretary of State for Foreign
and. Commonwealth Affairs, to what extent
during the present negotiations in
Brussels for Great Britain's entry into
the European Economic Community the
French are still persisting in their
demand that Great Britain cannot join the
European Economic Community as long
as sterling is retained as a world
reserve currency; and what is Her Majesty's
Government's attitude to this demand.

Flag A : HMG is negotiating with the Communities and not
with individual member governments., In the opening
statement on the 3*0th of June on behalf of the

Communities reference was made to discussions with

the UK on certain special questions relating to




10 Downing Siveet
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29 March 1971

Dea” Johmy,

The Prime Minister wishes to be consulted in
advance about any statements or reactions by the
Foreign and Commonwsalth Office or the Treasury

on the question of sterling and the pean
negotiations.

I am send & copy of this letter to ie
(H.M. Tmasuryﬁg f S

TSP
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Chancellor of the Duchy of Lancaster

e srusst,

We spoke. Herewith copy of
M. Harmel's speech on 30th June

last year.
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CONFERERCE
between the Buropean Communities and
the States which have applied for

Membership of the Communities

Pirst meeting at Ministerial level

0 5 4
..E‘: X \"'. ; ‘f' i
- - v A
> Ll

. ;“. '. juzlu m\.'r-;w INSreb A im _~
L el SRR PR ,.'qym' RS
"i "’”"!’;‘* uu; th.f#%




" Your Excellencies, ladies and Gentlemen and dear colleagues,

‘On this important date for Europe, 30 June 1970, the Council
of Ministers of the European Communities is hﬂi]py to welcome the
representatives of the United Kingdom, Ireland, Denmark and
Norway. I mention these countries in the order in which their
applications were made.

Your States wish to become members of the Communities. That
is why we are meeting with you today in order to open negotiations.
As it is expressed in Article 237 of the Treaty of Rome, the
-object of these negotiations is to establish, by joint agreement
between the Member States of the Communities and the applicant
States, the conditions of admission and the consequential
adjustments to the Treaties.

2 thn nuunuil of Hiniatara is well.nwara that it is performing,
at a happily chosen moment, one of the funﬂamantnl anta whiuh
mk mrnp&'#bmah towards ite un&.fimt:l.un. 3
.1-,. '.»-hlf?u s Bh e : -
A.mahﬁ.?hhu ;m:at s#&; of nhigh. was taken 24 ;mnru ago.
Ap¥ s perd t-r-_v* 8-
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gration, but to make it. It is not the moment therefore to

The idea of Europe, so strongly supported by our peoples,
then found ites first expression in the establishment of the
Parliament at Strasbourg. I mention the Council of Europe
because, in its Parliament and its Committee of Ministers, it
has for a long time brought together the ten States represented
here, and because it has always been the forum of human rights
and of Parliamentary democracy in which the new Europe recog-
nises its cornerstone, : . :

But it was on 9 May 1950 that the work of European inte-
gration which your States are now approaching was started. On
that day, by the voice of Robert Schilman, the French Government
proposed a limited but decisive step, that of Placing French and
German production of coal and steel under a common High Authority,
in an organisation open to the participation of the other States
of Burope. The economic union which was then commencing was an
audacious attempt, now largely accomplished, in which a group
of States is working towards the achievement, product by product,
of the conditions proper to an internmal market to which common
rules will apply and ultimately common policies. _'

We have not met here to -ﬁta the his-rtn:w of European inte-
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The important thing is that Eurcpe is progressing quite
rapidly, and we can at least record, on the whole, with the six
Heads of State or of Government of the Member States, at the
summit meeting at The Hague on 2 December last, that, at the
end of this quarter of a century “"the .Buropean States have never
perhape advanced their co-operation further”.

The Institutions of which ycu wish to become part are there-
fore engaged in & process of continuous creation; they are

living communities which open with you the negotiations for
your accession.

But people who live together must have the same objectives.

We believe, Ladies and Gentlemen, that our European aims
coincide with yours; they are concerned with, although at once
geing beyond, the eronomic progress which our Gﬁvarnnunta
expact from the anlnrganant of the Communities.

In addition ﬁﬂ the materisl aims and their favourable
social results for our peoples, tne entry of four countriee which

- are rich in lnug-ﬁurlihhnntarw anﬁ democratic traditions, will
 reinforce the' contral nucleus” of nurnpa.. '
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QOther States may perhaps gather round this nucleus in due
course, thus taking part in an enterprise whose institutions
are founded on the freely expressed will of the people.

But our common thoughts go further still. If we place
the effort which is starting today in a world context, we are
obliged to think of the role to be played and the duties to be

performed by a Community of peoples, favoured by high
intellectual, technical and material develupment, counting more
than 250 million inhabitants, united by geography, tradition,
history, culture and a common civilisation! To what new
missions of peace, to what generous acts, may not such a Europe
devote all the power born of its unity? - i

For the six Member States of the Communities, these
objectives, these political aims, are those which animate our
Heads of States or of Government. They solemnly restated them
at The Hague in terms which we should read once more: "We
have a common conviction that a Burope composed of States which,

in spite of their different national characteristics, are united
~ in their essentia ﬁnﬁpm;aﬁa¢ assured of its internal cohesion,

r“ - true to its 1 #i‘l:h ontni&a countries, conscious

hose of ‘ﬂm ﬂﬂ;m Buropean |
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' These, ladies and Gentlemen, are the thoughts which inspir
and fortify our wills as we set out for you the actual context

in which these negotiations are situated, and how we would
propose to conduct them.

THE CONTEXT OF THE NEGOTIATIONS

The context of the negotiations is that of a three-fold
movement, decided upon at the summit meeting at The Hague :
the transition to the final period of the Common Market, the
internal development of the Communities, and their enlargement.

These three themes are not linked in such a way ﬂmt one
is a precondition for the others. Instead we must see in

- them three complementary aspects of the second decisive stage

in the construction of Eur-::pla.

" 1. Completion-

s The proclamation at The Hague of the political will to

move on to the final stage of the Common Market on 1 Januar

1J:g‘rﬂ involved, iﬁ accordance with the Treaty, stamping the
 work accomplished in twelve years with an irreversible
1 mtm. by noting that the essential part of the nh:]autivant

Dl q* n-nf the Treaty have been accomplished, comprising in l

1 ';__;.-.nstnhlﬁ,ahm&nt of the ma‘tuma union a.nd ur

o1 y-:?ubaﬁnlan to the frnu -mramnnt of
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But the Council wanted to complete what had been
achieved by far-reaching decisions :

(1) It wished to adopt the definitive financial regulation
for the years to come, without excluding the possibility
of adapting it unanimously, to meet the demands of an
enlarged Community, but on condition that the principles
of the regulation should not be changed.

(2) It also wiohed to decide that by 1575 the Communities will
have their own resources to take the place of the annual
financial contributions now paid by the Member States.

The iattar decision bas a considerable political import,
since at the same time the powars of the Furopean Parliament
are extended both as rega=ds the preperation of budgets, and
their supervision and implementation. It will also be
recalled thai the Council is continuing work on the problam

~,of the procedure for direct alantiuna to the Europmn T s
Parliament. ' : .

P
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(a) The Heads of State or of Government agreed that a
*  multi-stage plan should be worked out during 1970
with a view to the creation of an economic and

monetary union.

(b) As regards the technological setivity of the Community,
: they reaffirmed their readiness to continue the
Community's activities more intensively with a view
to co-ordinating 2nd promoting industrial research and
development in the principal advanced sectors, in

particular by means of common programmes, and %0 supply
the financial means for the purpose.

(c) They further agrced on the necessity of making fresh
efforts to work out in the near future a research
progremme for the European Atomic Energy Community
designed in accordance with the exigencies of modern
industrial management, and making it possible to -
ensure the most effective use of the Common Research
. “Centre. ' .

h 4 o : u
~ (@) They also eckaowledged the desirability of reforming
i;gi.HJﬁFnjang;nl'Iunﬂiln&thﬁh the framework of a close
- concertation of socisl pﬂliuiss
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As for the decisions in questien, the ..pplicant States
will be asked to accept them on the same basie as the other

decisions which have been taken since the Treaties came into
force.

Finally, attention mumet be drawn talthe work which hus
béen undertaken in accorcance with paragraph 15 of the
Communiqué issued at The Hague. Fursuant to this
paregreph, the kiniscers of Foreign .ffairs oi the j.ember
Btates of the Community are now studying the best methods
of making progress in the field of pclitical unification,
while bearing the enlargement of the Communitiee in mind.

III. THE COMNUNITY'S ¥ORITICE
We must now describe to you the positions and procedures
which the Commurity hes decided upoa for the purpose of
the nnguti&tinna. v '

(a) .e assume in prineiple thet your Btatas accapt the
- Treaties and thair political objauuivaa, all the
ﬁnﬂiaiuna of every tyne waich have been teken since
P aﬂrgqﬁiqa aama inso Inrna,_anﬁ.tha uhnicaa-maﬁn
] ...i "+.|"
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exiating rulea.

€+ The object of the trunmitionul measures will be to
allow for the sdjustmonts which prove to be necossery
a8 a consequencs of the onlurgement. Their duration
must bo restricted to that required to schiove this
aim. «8 « goneral rule, they muet incorporate
detailod timo teblea ond must commence with an
initial significant mutual tariff roduction on the
entry into force of thoe accession trouties.

3. The trensitional memsureos must bo concefved in such
& wey &8 to onsure an oversll balance of reciprocal
advantoegos.

- 'Ath this in mind, it will be nocessary to
. énsure &n sdequate synchronisation of the progross
of frecdon of movement of industrial goods with
the achievement of the &gricultural common market.
T Eh&; considoration must be tuken into account in
~ respect of the Curation of the transitionsl
‘!’WE the industricl wnd agricultural sectors.
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