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MR ARMSTRONG

Briefs for Meeting with M Pompidou

For the sterling item, the Treasury have prepared
a full brief, covered by a shorter summary. I attach
both: the Prime Minister will find much useful

factual supporting material in the full brief and its
annexed tables, I feel the brief does not sufficiently
bring out the three points which can be offered to

M Pompidou, i.e.:

a, a declaration of intent to co-operate in

running down the sterling balances within the
context of monetary harmonisation and on the

three conditions in the brief;

b. a token move by us as evidence of good
faith, e.g. luwerins of the Minimum Sterling
mmwm

c¢. acceptance of non-discrimination, as between
New ﬂnlﬂiﬂ, Australia and South Africa on the
m m -ﬁml the Six on theother, for capital
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DIAST BRIFZ YOR PRI:E MINITTLR'S
STZRLING

The ap.roach in this brlef is toc consider how far we could meet

pointa raised by the French on sterling, 1f this appeared docisive
for the negotintions, They have little or no support from the rect
of the 3ix on these motters,

troducto o
2. «e acknowledge the traditional French dlslike of the use of
national curréencies as reserve assets, But this banking functicn,
whose advantazcs can be exuggerated, can hardly be auvolded in
practice by a oujor trading country with worldwide interests,

:-—-‘.‘". (Note the increasing use of D-marks as a reserve asset), The

I':tu:rrd role is easier to acquire than give up. Dut relative to
world rulnrril the use dr sterling in this way has been declining
over & :.‘l.u_na period; this will go on.

3- Il it n f#.'l.t. thururnﬂ, that the reserve role of aterling
RN, Vi R ir

= 'il lﬂi llﬁh:llﬂbh I.‘L Q‘Ell economic and mometury develojment of
‘l : aﬂ ‘no n'b:ut-l.nn in principle to an orderly
I ﬁ“ qn-__:umy we should be willing to
i ,“_ﬂ,b _8n international scheme to bring this
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\€) The process must be compatible with good order in the
e ——

interndticnal monetary syatesm,

Short-ters Botiona on balances

be I the sbove were sccepted s sufficient, it would be

dealradble to go no further. 3ut the French dislike the fact that
8ince the 3te:ling agreemcnts of 1368 there haa been an abaclute
rise in the balances of about £3C0 m, & year, reflecting thes
operation of thes U3P (minimum sterling proportion} on rising 034
reserve8, They wunt us to modify the Agreements, before 1573, oo
48 to reatrict this rlse, | :

H 5« There are good argumonts against going too far -

(a) The quick conversion of the balunces into other currencies

; would be & coat to our balance of jayments over and above the

other costs of entry. It could not be sensible to izpose on us

an extra balance of payments cost in this way at the outset,
Lh}:&n: immediate nnnrurniuﬁ would be mainly into dollara, Is a
furiEQE increase in dollar holdings better for the Community than |
"}Jgpmgaﬁ;thg,lﬂnpx in sterling? As we have scen, excess dollar
4 h’v '_-'-,+-“E lﬁ ihilﬁnndinhnnk and embarrass the CQerzans, Is

-

IL_#épanrilt? Rkt
LLt wi‘ym%lls_ﬁlq&hﬂiﬂﬂ concede that, if we are joinin: ¥
 would f'%ﬁgﬁt Sterling Agreements, in the cvent that L

G e

_jh ;-#q._ with the alm of atabilising thea,
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ccnclusion of the current renswel negotliations with the sterling

aresi, As we at present expect the balances to increase by some

S¥C0 m. & year ovor the next two years, the concession sould mean

foregoing this source of help to our reserves._/

Yolstility

7. The French have expressed concern lest any quick withdrawsl of
- . balences should be a charge on the Community's facilities for

as3lstunce under article 108. They seem to be sutinfied with our

,:"' asaurances that on Article 108 we would consult and be guided by
'J ’ the Community. (This might involve our seeking assistance in &
:‘ » 4 aider internstlonal setting.)

Wi ! Capital movements

ol 8. Cur basic position is clear, e have undertaken to coczply
- : : fully with all Comaunity directives on capital movements by the ‘
Lo 5 end of a transitional period. It is not easy for us to understand

: ‘r 1_j shy we should be asked to do more,

. 9. The Prench appear to have tso counts against us, Firast, they

F soy that 'uﬁr capital ocutflow, particularly to the sterling sres, ias
'i"!;} ':'lnlﬂulllhu in relation to our current balance of paymenia. This
£ "tl Ht so at pﬁum. Our net outward investzent (i.e. after
T tting insard foreign investzent in the UK) was well sithin
: mumwrmhnpmnmn Much of
- ’flhl statiotics represents reinvested profits and
w«nmm borros internatlonally for new |

e
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Sterling aresa cuuntries (Austrelis, New Zeslund, Jouth Africs,
40 compured with the EEC, They therofore hold that se should
Bocept the E°C rules from the outoet sithout & transiticnsl pericd.

Then to whatever extent our talance of poymenta required acme

i

restriction of caplitel outflos, this would involve non-discpizinatr)

"derogations™ [(rca the mles,

3 ' 11, 90 long sa the Voluntary Programme is upi;lied to the

developed sterling countries, the discrizination in thelir fevour

j' rI ia mainly in the fleld of perscnal transfers (portfolio, property,
' enlgration, etc.). (Short-term cupitel movements, which are not

liberalised within the EEC, are also unreatricted to thes C3i).

Ll

IS

e Ending diecricination would mean either

X '*j'} ! (a) izpoaing exchange control on the aterling area (it sould
ey be impracticuble to confine it to the three countries),

¢ This would be incompatible with reneaing the Sterling
. ¥
SV ER Agreements and could therefore lead to an early and coatly

converaion of official and private sterling balances,

- or (b) liberulising theae transfers to the EEC from the outset,
}  But this could add up to {100 m. @ year to the talance of
3

~ paymenis ocots of entry from 1973 onwards.

_‘ tltui ‘I-I:Il French make the immediste ending
on ?W mu-. ‘the extent to shich an advunce
"'r i

3 1ﬁ, prt'ugt I!'-nll nni:ll: on the




w itk

and President Pompidou's willingness to sccejt thut the mattel
will be difficult to manage both technically and politlically.
14. If these conditions are satlofled, the best line =ight
¢ be to yive an asaurance (not for publicaticn) that ae under:tand
the central !mportance of non-discrisinatlion to the “rench and
us senbers will conmsult aith 8 view to soving ag early as

poasible., w¢ musi, however, be relled on to zsnege the Jdetuils

and ticing in our omn way. /The difficulty ls that ihe =ix of

11_: +£Q .dwurunudﬁ seexs bound to involve exchange control on the

: gterling srea, uhile, ln the view of officilals, this 15 not o
-l-. 8t 2L o .
.n . be m_tc].udud u aﬂnln:t our long-tera interests, any leak of

: M Mmtm nnuldwtn rmnunm nn;.lm povezents h:r
k4] WW&MM sterling ares 2 holders shich might mell
'.'"-,: _ force our ks n & discrderly situstlon and mould reinlorce
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MR NEALE c.c. Mr Bell (o.r.)

¥Mr Henley
Mr Mackay
Mr Owen

) Mr Rawlinson

: : Mr Liesner
Mr Littler

Mr Slater

Mr Hay

| .
i | Aty Mr P Marshall (FCO)

EEC NEGOTIATIONS: MONETARY QUESTIONS

I attach six copies of a revised version of this brief, to be
attached to the shorter document you have sent forward. This
takeas account of comments received on earlier drafts and can
‘I think be regarded as final for this moment of time. Obviously,
it might well need revision in the light of thie week's
terda m in Brussels.
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EEC NEGOTIATIONS: MONETARY QUESTIONS
BRIEF FOR FINAL STAGE
INTRODUCTION

1. The purpose of thie brief is to state the pointe related

to sterling ete. upon which some change of pooition by the UK
may, in the last resort, be necessary to achieve success in the
EEC entry negotiations; and to set out the options,

STERLING BALANCES

2. The Problem: The official sterling balances of the Over-
seas Sterling Area (0SA) have risen from their low point of
September 1968 (£1,506 million), owing to the balance of pay-
ments surplus of the 0SA and the operation of the Bterling
Agreements. At end-1570 they stood at £2,2ul million. By
September 1971 they are expected to have increased to nearly
£2,600 million. If (as the UK has proposed) the Agreements
are extended from September 1971 to Beptember 1973 a further
gubstantial rise is likely. : Because the existence of the
btalances implies a non-European constraint on UK economic
management, in turn affecting UK ability to co=operate as a
mexber of an enlarged Community, the French take the view that
the balances should be reduced. The Five would probably accept
a rige in the next two years particularly if 1t were used to
improve our short-term debt/recerve position; but the French
(on the latest information = their views appear to ghift) want
st stabilisation (at an unstated level) followed by progressive
reduction (e.g. 5% per annum) from date of gignature (mot
unuﬂnni.'

k= Wl Whatever method is used, the most
upmm conaideration ie the implied financing cost to the
- UK. m -u nmm.n the balances would mean that in

spder of £5-550 million over the -
: mn is subject to a m-:-Ti-
_,_""“ v 0 ty prices, ete,
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Case. This could have serious implications for the mansgement
of the economy. The same 1s true s fortiori if an sotusl
Peduction in the balances took place. The suggested 5 per cent
would iavolve an additional cost (i.e. beyond the cost of
stabilisation) of over £100 million & yoar.

4. The Options: The UX could not poseibly pledge hereclf to
produce some precise result in termss of the level of official
Q8A sterling holdings. Teoo foo many factore beyond our control are
operating. The sethods below will not sllow of fine tuning,
but aim at producing & movement of the order and direction

deaired. The firet two have Leen suggested by the Prench.

(1) Reduce the proportiom of sterling enjoying the doller

Yalus guarantee. Not a good course. It would regquire

renegotiation of the Sterling Agreements; would be

unatiractive to the O8SA; and by iteelf would not be

very effective since most OSA countries hold little

more than a solerate working margin sbove the minimum

sterling level required under the Agreements - they
haky! have no room to drop substantially because of &
leseer Euarantee,

(11) Reduce the interest paid on official OBA holdinge.
© If this means a reduction in interest retes acroce
~ the board, it is monsense. If it means a special

::'r-,;}.;ﬂvt ~ low rate for OSA official holdings, 1t would be even
:‘r e - L | more difficult to negotiste with the 0SA than (1),

s MMﬂlhlmmw
L-;-,_ - request lr us in 1968 and almost universally
ﬂlhﬁwmumum
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the 0BA inm the current renewsl negotistions). It
would be a tangible concession to the French, and
would be welcome to the 08A, If coupled with (i) =
60 that the UK got a guid pro guo in the form of &
reduced contingent liability - it would etill have
Bome attraction for the OSA but would involve
renegotiation of the Agreoements. A reduction of
| MSP, once-for-all or in stages, with no gquid pro
gue Tor the UK, is tho one course wholly within the
UK's power. An MSP reduction is the change mosot
likely to lead to stabilisation of, or a fall in,
the balances (depending upon the size of the
reduction),

5« Iiming: All courses, even course (4i1), involve timing
difficulties. To broach changes with the OSA before the latter
have accepted the current offer of "straight renewal" would be
to invite bids for larger reductions in MSP, or other unascceptable
changes, which could thus put the two=year extension in jecpardy;
but it is not yot clear that OSA acceptance of “"straight renewal"
will be sufficiently complete to enable an offer of e¢.g. reduced
MSP's to be made before the ¢rux of the EEC entry negotistions
is reached; and a subsequent off'er patently etemming from
e :lurqpuln pressures could be politically embarraseing. Nor could
i any such offer be made if (in the context of capital movements -
£y - Bee paragraph 15 et seq. below) the UK is still contemplating the
‘poseibility of imposing exchange control on transactions with the

_ 08A. A

,u"‘#f‘ ‘Zhe longer term: On the position beyond 1973, the UK has
iy Wmm. in the Ad Hoc Group and im public, her willing-
0 explore possibilities for change with all those con-

» dne ‘the official holders of sterling". It has
* that any such change would have to be subiect to
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(11) 1t should promote the healthy development of the
international monetary system;

(11i) 1t should protect the interests of the sterling
holders.

Within these limite it would be possible to express an even
stronger willingness than hitherto to seek and work out with

the others concerned a way of reducing eterling's reserve role,
But care is needed to avoid promising more than this, since in
lpructiua this is not a matter on which the UK can act unilaterally.

ARTICLE 108

7« The Problem: Under Article 108 of the Treaty, financial
apsistance may be provided to a member who is "in balance of
payments difficulties." The French have pointed to the vulnera-
bility of the UK's external monetary position to overseas
developments and sald that we ought not to have access to assis=-
tance under Article 108 if the difficulties stem from movements
in the sterling balances. (The Ad Hoe Group agreed that in
principle the sclution to such difficulties should be found in
an international rather than a Community context; so this problem
may give no further trouble).

8. UK attitude: We have made it clear informally (in the Ad
& Hoe Group) that, if in difficulties, from whatever cause, we
n would consult with the appropriate organs of the enlarged
Community and would be guided by whatever decisions were there
| reached (which might be that, inotead of invoking the Article 108
;-mmr. the UK.~ or the Community = should seck aseistance
1:209 some ﬂ.dn:r international financial grouping). Thie is an
] rcab muiunn. and should be maintained. It could be
ated ms a formal assurance if desired (it only states what
ould Hmt to do anyway as members).

e
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where difficulties arose through movements in the balances.

This led to suspicions that the UK was not really “communautaire"
in her approach and was seeking to avoid consultation. To

repeat esuch an abjuration now could be similarly damaging, and
would be lese defensible than the attitude already adopted,

which gives the French all they can ask for. In any case it is

now thought that such abjuration would lead to severe practical
difficultien.

CAPITAL MOVEMENTS: (1) PRIVATE OUTWARD INVESTMENT

10. The Problem: The UK is traditionally a capital-exporting
country. Our level of outward private investment fluctuates,
but has tended to rise in recent years regardless of the state
of the remainder of the balance of payments account. The
French argue that the UK should curd this cutflow. This would
make poeslible faster repayment of short-term debt, a rundown
of the sterling balances, & strengthening of the reserves, the
financing of a higher contribution to the Community, or some
combination of these. There ie also & suggestion in the
summary of the Ad. Hoc Group's Report that the UK should main-
tain an equilibrium between her net long term capital exportes
and her current account surplus.

11+ The Pacts: UK grose outward long-term private investment

is larger than, but e&ill of a size comparable with, most EEC
countries = but not as large as Germany's. MNeasured as & propor=-
tion of visible exports, the UK io well in the centre of the

EEC range. In recent years it has been rising, but less sharply
than that of any EEC country. The gross figures for recent

years (based on EEC definitions) are at Annex A. If one turns

to the net of inward and outward private investment, a very

_.'_hrli part of UK outward investment can be regarded as matched

by inward investment, lesving only a relatively small net out-
Mt !h 1965-69 inclusive over 85% of UK outward investment was

amlmwﬂim#mmmnrtulr-
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12. ZIhe Argumentsr The UX's position on this 1s strong. There
i8 no case for any change, nor is there any concession to the

view pet out in para.10 which could sensibly be made. In
particular:

(1) The level of UK investment ie maintained without
slignificant coast to the reserves. Half of it is
financed out of retained profits (but see (1i) below).
Of the rest, most (apart from some in the Sterling
Area) makes no impact on the UK reserves at the time

it is undertaken because, through the operation of
exchange control, it is financed by’'overseas borrowing,
the cost of liguidating which i in principle met out
of the balance of payments advantages the investzent
creates.

(11) To fingnce overseas investment out of retained profits
is of course to forgo an advantage to the UX reserves.
But to compel profite to be repatriated would in many
cases make little economic sense; be difficult to
enforce; sour industry's attitude to EEC entry; and
deny the UK the subsequent current income receipts.

(114) It may be suggested that the UK should keep her net
overseas investment in equilibrium with the outturn
on her current account, on the ground that an

industrialised country's capital exports should
‘correspond with her real savings. (In passing it is

‘worth noting that in the period 1965-69 the UK's

| current account outturn added to her net long term

o W R tlﬂtﬁdl ‘exports came to much the pame as the compar-

:! R s figure for France). Quite apart from the = very

- muw 4n (1) above, the whole concept of

‘ ~ hypot g one identified inward flow ao the
4 5;*3 FHf y for ono identified outflow ignores
'1 hat -:-2 UK has & whole complex of flows
"'1”.' :" ’-. the net of m of these
do m ‘scope for improvement in the
.ﬁ tion and thus - if that scope is )
e 'n-lllilill ‘the need for policy

*‘x
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adjustments - perhaps in the long term capitel field,
perhape elsewhere - to improve the overall posliticn.

(iv) After entry the UK would be subject to normal
Community consultations, recommendations and direc-
tives on this as on other economic matters. It 18
not clear, therefore, why - in the light of (1)-(111)
above - she should be expected to undertake in advance
to restrict her outward private invesiment in a
gpecial way.

CAPITAL MOVEMENTS: (ii) DISCRIMINATION

13. ZThe Problenm: We have underteken t¢ implement progressively
over a transitional period of five years all the specific obli-
gations in the Treaty and its Directives relating to intra-
Community capital movements. The French have argued, however,
that it would be contrary to the 'principles of the Community"™
if the UK, from accession, were to accord more favoured ireat-
ment on capital movements to "white" couniries in the OSA (1.e.
to Australias, New Zealand and South Africa) than to her fellow
members of the Community. It is possible that the Six may
propose s a compromise that we should, from accession, permit
all transfers to fellow-members which we allow to those ihree

i countries.

14, The Facts: The Treaty and its derived leglelatlon require
© compliance with specific rules on capital movements ; they do not
require that members should refrain fron according more favour=-
f .ihln treatment to non-mesbers. (The Treaty provides that
ige control policies vis-a-vis third countries shall be
snivel; nnrnrllﬂlili: but action has not yet been taken
n). Under our proposale for the transitional

o of exchange control on capital
-jgt'ﬁ ihn :1nnxﬂn:.-r-t, whereas all transfers
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EBEC) would be oubJeot to suoh nnuhinnrrtj}. There
would thus be Alworimination in Lorn.

(11) ' apart from the limitationo mot by the operation of
the Voluntary Programme (whioh must be temporary),
there would be no Loatrigtions upoen tranafers to the
three countries, whoreas during the transitional period
restriotions would be maintained for limited poriods
upon eertain transfers to fellow-members. 1o addition,
even at the ond of the transitionesl period, certain
forna of UK/REQ transfer (notably short term capital
movementa) whioh are pot covered by present KEC
Direotives, would remain subject to restriction while
eimilar UK/OBA transfers would be free, DNoth of these
lmply dlserimination in gubetenge.

15. Ihe Optiongt If we were to move from our present pooition

to that which 1t 1s reported that the 8ix may take up, and

Agree to permit all transfers to fellow-members which we allow
A to the three countries concernod, we could do so in one of two
different waysi=

r A ' (1) We could from acceasion liberalise all those capital
3 movements to the Bix which are oovered by EEC Direcs
tiven (with the exception of such transfers to the
three OHA countrios as may at that time be limited
do fagto by the Voluntary Programme = if this has been
- continued, which ia doubtfully fessible),
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qli) We could adhere to the proposals we have made t0
the Six for the progressive implementation of the
Treaty's obligations over a five-year period; bDut
additionally introduce on entry exchange control
machinery to cover transfers to the UE..‘,.{L}, using
it to impose identical restrictions upon such
transfers as those apolying to our fellow-mezbers.
/Hote: This involves the seriocus difficulty Ihat
nothing of such an intention could be said publicly
(and therefore to the Six) in advance of imple-
mentation, because of the forestalling =movomenis
it would provoke./

416, To liberalise on entry would involve two things:

(a) It would bring forward to the first year of
pesbership an annual cost of £100 million or &d
to the balance of payments, & cost which under
our proposals would not be reached until the £ifth
and £inal year of the transitional period.

(b) Insofar as in certaim circumstances some exchange
control restrictions against fellow members could
plausibly be invoked under the Treaty of Rozme, we
should be denying ourselves the use of that
economic weapon in the future.

{ 17. To impose exchange control on the Sterling Area would
= complete the network of control over world-wide UK financial
A . transactions in an area in which the scale of confidence
T8 T A movements could be important and enable the effect of the
ﬁiﬁﬁtur Programme to be continued on & legal basis and
w There would also be advantages in the frustration
‘of future movements of UK resident capital to tax havens.
:  would be serious disadvantages too. There are in
1 ,:w holders of sterling assets. The official
nces are at present covered by the Sterling
y would have to be renegotiated, probadbly
shere. Failure to renegotiate success-




_large sterling assets are held by private OSA residente.
There could be a risk of switches of such private assetis
on a damaging scale unless other Sterling Area countries
continmied to maintain a Sterling Area ring fence or soze
other protective arrangement could be agreed or izposed.
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COVERING SECRET

SIR n:yﬁm NIELD
v

Cmmy Finance

I attach a note about the latest French proposals lor
establishing the level of our contribution to Community finance
which may be helpful to the Prime Minister in our discussion
on this subject tomorrow. As you know, we have not yet
had final confirmation from Brussels of the details of these
French proposals but we are virtually certain we have got

it right (subject to possible minor changes which would have
no significant effect on the cost).
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ﬂmnlg Finance

The French proposals in effect apply to us the system which the 5ix
agrecd for themselves in April 1970 for the period 1971-77 inclusive.
Under their proposals we should in theory be liable from 1973 to & full
contribution on exactly the same basis as Lhe Six. But in praclice we
should have a rebate which diminished in equal annual steps from 1973-77.
From 1978 we should be liable to pay our full contribution under “ressources
propres" . The attached table sets out our calculations of the UK key in
1973-77 under this system and shows under Columns marked A and B respectively
what this would mean for us in terms of actual contributions i we paid
30 per cent and 50 per cent respectively of our total theoretical obligation
in 1973. (We should also be obliged, as a minimum, to hand over 90 per cent
of our levy collections each year. But these, estimated at 2.5 per cent
of the total Commnity budget in 1973 rising to 10.5 per cent in 1977, would
be much less than the probable liability under the "key", so the key would
determine our tptal contribution.)

2. Although the French system is a new way of describing the obligations
of new members, the size of the initial rebate in fact governs the size of
our contribution throughout the 5 years and thus the same issues as cver
arise:-

roportion of the Commnity Budget can we afford to contribute
1973 and (ii) in 19772



A A B B K "
% of % Net % of - Net
Key Contritution nnn::mum Key Contribution Em:muunn
Actus licumslative) Actual (cusulative)
0 5.9 65 (863) 50 9.9 un-“m]
“ 8.8 90 (155) L 12 135505)
-4 58 11.8 120 (275) o 14,3 1554100
& 7 15.0 155 (430) a0 16,7 185 g0
= rﬂk{ 18.3 195 (625) %0 19.1 210 gc)
L

wﬂhﬂf itself in the years to 1974
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Treasury Chambers,
Great George Street,
London, SW.1

Whitehall 1234, ext 250 10 May 1971

R T Armetrong Esg
10 Downing Street
3-.-.., w"

PR I attach a copy of my letter to Bill Nield
covering a first draft brief on sterling for
the Paris meeting. You mentioned to me that
you would find it helpful to acgueint yourself
with this as soon as possible.
By all means let us have a werd about it if
it needs amplifying.

Hm wilil & s

Mo

A D Neale



&l 10 May 1971

Sir «illiaz Nield b
“ablnat Uffice

PRINE NIX1IJT R"2 NUETING 2ITH PrLIID NT PEMPIDOU

ses I atsach coples for you and Peter Thornton of ® 4ruft briel on
sterling. “his2 is 8 product of cunsultsaticons Letseen uc uwnd
the Bank. #We¢ nave tried tc keep it @ succinct as pousible but
1 dsre sey we may be atle io il=prove it in this res,oct uvelore
it is Tinalised, . rsther longer pleca, contuinin, sodu more
detsiled explunsiions for use by the Delegatlion, s1ll Le avallanple
LoROTPOY,

£, 1 think you are planning o zmesting later ln the woek to
conider the briefs and I shull alm 10 sitend t.ls with Jeremy
: w‘ I have gives coples 3. Reymond Bell sc thet he can pass
the brief on to Con ('Nelll in Brussels. I huvs given it no
etner circulation,
; : »111 approciste thet st this silsge it ia od referendus
mcellor, 1o wnom I ahall be subsitting it in the -ourae

- ¥
3 o

g this letter to Jeremy orse.

sl -



The ap roach in this brief is tc consider how ar wa co.ld meet

points reised by the Irenc! on aterling, LIf this apyeared dccisive
for the negotiutiona. They have little or no supjort from the rest
of the Jix on these matters.

tor
2. ae acknowledge the traditional French dilslike of the use of
naticnal currencies as reserve assets, But this Lanking functlon,
whose advanta,cs can be exuggerated, can hardly be avolded in
practice by & msjor trading country with sorldwide interaests.
(Fote the incresa'ng use of D-marks as & rcuerve ssset). The

reserve role is easier to acguire than give up. 2ut relative to

world reserves the use of sterling in this waj; has been declining
over a long period; *his will go on,

-;5- #uumt, theruiore, that the reserve rcle ol asterling

R

y =

FIL— " B - %

3 _.qhh“ sompatlt lﬁh the econcmic and monetsry development or
; ~ .‘T'.'_ e

RS
"t

ﬂmmgﬁm in principle to an orderly



F— .¢) The process must be compatiile with goed order in ihe
Interpatlolae. monetary syates,
" &

e If the above sere sccepted as sufficient, it would be
desireble o go no further. B5ut the French dislike the fact thas
eince the 3terling ~greemonis of 1,68 there has been &n abaclute
rise in the balances of sbout £300 m, & year, reflectiing the
operstion of the NiF (minisus sterling proportion) om rising C3A
reserves, They sunt us to modify the Agreeaemts, before 1373, se
a8 %o restrict thie rise,
%. There are good arguments sgainst going toe far -
(s) The quick conversion of the balaunces into other curremcies
sould be & cost te our balance of myments over and above ihe
other costs of entry. It could not be sensible to impose on us

an extra balance of payments coat im this way at the outsei.
(B) Any imsediste conversion would be sainly into dollars. Is »
further increase in dollar holdinge better (or the Comauniiy than
'hmhm As we have seen, excess dollar
.?whtﬂumummm Is

sjlﬁ-“

mlﬂimmmt.u-mm

i

*-l.-....l_ o
Y

_ﬂmwu. in the event that

|
» % rise mm 41 of swabilising them.



conclusion of the currcot renewal negotiutions with the aterling
ares, As we at jpresent expect the valances to lncresse by some
LU m. % year over the next two years, the concession would mean
forepcing this source ol help to our reserves._/

Yoluplility

Te The French have axpressed concern lest any qulck withdrase! ol
palancesa should b a charge on the  ommunity's facilitles for
aasistance undier Artiecle 108, They seem to be sutliolled alth our
sgourances ithat on Article 108 we would consult and be gulded by
the Community. .This might involve our seekin; assistince in &

sider internstional setting.)

Lapitel movaements

| 6, Our pasic position is clour. we have undertaken Lo cumply
-‘m with ell Community directives on capital movementis by tle
‘f 4 of & h-maunuu period. It 18 not easy for us to understand
_;M m to do more.
to have tao counte aysinst us, ¥First, they
ta: ’m particularly to the sterling sre., Lo
“ﬂ_ﬂ" Mﬂt balance of payments. This
mm investuent (1.e., alter
tment in the UK) eam well sithin
4 will be scein in 1571, Mush of
evre relnvested srerite and




Bterling aprea cuuntriee (Austrelias, New Zealund, SOULE alFlca

a8 compered with the ¥30, They therefcre holc tist we o ould
aceeyt the E C rules from the outcet sithout s transitional parlud,
Then to shatever extent our bLalance of payments re ulred scms
peastriction ol eaj.tal outflos, ihia sould involve nen-dlascpiciiow:
“derogations” (roa the rules,

il. so long a8 the Velun'ury Iro. raame iz ap;lied tc the
developed sterling sountriea, the discricination in Sheir fswvour
418 mainly in the Tleld of persunasl tranafers { portfolio, property,

S - esigration, etc, ). |short-turm gupital movements, ulich are not

libersiised sithin the ESC, sre also unreatricted to the U34,.

: .f‘-: -“m diecricination would mean elther

':'-L tt} w gxchange control on the sterling ares (1t sould
: '-": " e thuﬂi to confine 1t to the three countries .

N
*1" : 8 #ould be incompatible #ith reneaing the Iterling

i

m eould therefore lead to an early and coatly
3 "‘nmnﬂ and private sterling colancea,
\s¢ transfers to the YEC from the outset.

) £10C m, 8 year to the lalance ol



and Preasident Poumpldou's willingness to scce;t thut the matiur
4 will be difficult to manage both technicelly and ;oliticall;
L. IT these conditlons are satliefied, the beat line =ignt

be to yive an asaurance (not for publication) that ae under:iund
the ceniral ilcyortance of ncn-discrimination to the -rench and
us menmbers will consult «ith a view to moving as eaurly as
poasible, e must, however, be relied on to manage the deio.ls
and tiping in our osn =ay. /The aifficulty is that the =ix ol
measures needed aeems bdbound to involve exchange control on the
sterling area. .hile, in the view of officlels, this is not tw
be excluded se sayainst our long-term interests, any leak of

this intention could promote Torestalling ca;ltsl mevezents b~

o

residents anc aterling sros holders ahlich =l .nt well
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SECRET

BRITISH EMBASSY,
PARIS

7 kay 1971

‘ hay dean Hec
Defence - Views

l_lhﬁ._rﬁHﬂnﬁﬁﬁi_ﬂ___ulﬂiﬂ__2

3 I recently had Debré to a tEte-2-téte lunch

~ which proved a relexed and cordial occasion.  On

~ ths other hand, as you will see from the enclosed
| ry, Debré's general approach remained closely

L-Iw'l‘-.[ ! [

__.1ath the viawa ne expressed to Peter [ s
! e an |+

"”ﬁrﬁﬁiuu5 axnnangea with
the anu ﬂf‘tha enalnsad



I em nol suggesting that this in any way
invelidates the advice I have already piven from
nere on this subject or the conclusions resched in
the exchanges between the Prime Minister, yourseif
and Peter Carrinzton,. But I do not, of course,
Know how far our commitments to the Americans would
¥ ia practice inhibit exchanges with the French on

] ure systems; and I thought that you would &11
h to know the lines along which Debré's mind is
since this is so clearly relevant both to
1P 2 visit of the Prime Minister and to
. next meeting with Debré, which




[ ] 1]
[ LT

RECCRD OF A IUNCH-TIME CUHVERGATICR WVITI NOHSISUR KICHAL DEBRE

i snid 1:."“"&,r ga 1 und erstood I. Debré's ::'r:iln:m':'- y fron vhat I
ad heord hin say to lord Carrington snd from his rocent ':-,_.'.'_'_- in
“anﬂan .anirs, he believed that, short of =a tnLﬂl :nl-:zc union
in Zurope, it was inpoasible to have nany derres of intimate nunle-r
cooperution, Hut singe il was also apsareatly 1. Debréd's view

“uropean politicul union would not come in kis life tine or in thos
hia children, he seemed, in effect, to be suying that Hurope was
condemned for at least o generation to have no closer nuclesr
cooperation than it had today. vould surope afford such & luwxury?
Would' ii. Debré not agree that, if the :imericen <overnment fels oblige
to loose off its strategic nuclesr wenpons, there wos ot least &
posaibility that the French and British Uovernments micht slso decide
that it was in their interestes to do likewise? VWould he not “urthar-
Bore agree that it was at least a possibility, if not a probability,
that, in the event of a Hussian advonce westwurds, even if the
Americans éeciced not to use their ultinate wespon, the Fronch wnd
‘British Governments might both decide to use theirs? Jithout
:_thnzefore in any way detrancting from our respective nationel :i*-:,:.:
‘apd particularly our ulticate control over the final decision, would
‘it not at least be prudent to plen tozether for both of these poscivle
'tu&li‘bies?

‘M. Debré's reply was not convincing. He said thet the only
e of the Frepch nueclarr fnrce, w’hicb had been ':rﬂ"u..aﬂ nk
gost to Frunce in terme of voth fin-nce ond resources, wos that
1% aussiens in no aoubt t:hat the finger on the trir :‘er WES
French. Ie accepted that the arrr.menta, used with him
ington some months ago and agein that doy by moyself,
ﬁmﬁp&mﬂemral and to France and Brituin in
tuel cloce nuelecr cooperntion botween us, in
m# nroduction and deploynent, va'-u
He had no guarrel with thenm at nll.
as _t‘hings stood todoy, we could proceed

Live raﬂtlx mdﬂrstond the
M the United states ror oux

'mmutnm*ﬁ vtinun:ur

which led to
which the Prench and 3ritish
m el
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* position to coopernte with Trince in the necess ry exchange of
information, Imowledie nnd know-how necessury to achieve
cooperation in this f{ield.




g
PRIME MINISTER % W
#

I understand that you agreed that Sir Alec
Douglas Home should be invited to the general briefing
meeting on E.E.C. matters at Chequers on Friday morning.
Unfortunately Sir Alec has to speak at the Foreign
Affairs debate of the S.C.U.A. Conference in Aberdeen
on Friday afternoon and transport arrangements, without
hiring & special plane, will not permit him to attend

* ' 5 ur meeting and speak in Aberdeen.

~ Would you like to invite Sir Alec to No. 10
‘an hour on Thursday evening to discuss these
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I's oM THE Privy Couxcir OrricE

BPECIAL ADVISER TO THE GOVERNMENT

_ ﬁj:yfj
PRIME MINISTER ﬁf\{

BURQPE:  PARLIAMENT aru PUBLIC OPINION

WHITEHALL, LONDON 8§ W.I

This paper looks at some of the tactics to be
& tursued in Parliament and in the country once it seems
. likely that acceptable terms will be offered.

For wor<lng purposes it is assumed that we will
‘know whether or not such terams are likely by July 1.

Any substantial varistion from that date would of course
‘affect both the timing and the nature of the tactics.
the other hand, the handling of negotiations etc.
ween now snd Juls 1 should have due regard for the
actics to be employed later.

it is argued that a vote in Farlianent
’;pnrhaps only a 'take-note') should be
 the recess. This might entail extendirg

s it is argued that the Government
“lgat of its energies and resources
pinion on the prices issue.

ﬂ?ﬁm etc., are essentially
rmer issues which should be

_,rtupunaible Cebinet

; ﬂhnnnullnr), but should

lgin:ﬁtnpaign on prices.

\q-=_ . should continue
{: rticular appeal to
N .
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Europe: Farlisment and Public Opinion

LIMING

1. It has always been agreed that once the
negotiations got moving towards a successful
outcome both interest and the degree of arproval
would increase dramatically. But once the
negotiations are adjourned for the summer there
is bound to be a falling-off in interest and
there will be considerable loss of momentum.

P Therefore the Government should expleoit

the impetus of this stage of negotiations by

seeking to commit as many people as possible as

far as possible. This will tilue us over the

vacuum left by the Summer and stand the Government
- in good stead as the final decisions are taken

§ and of the year. The converse is also true:

momentum is lost 'the rats' will begin

public, parliamentsry and 'informed’
P e

A A
in Parlisment before t er

‘against such an early
n will not have had time
i t;;:'wﬂ
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I:.ﬂ.:l At this Htﬁhﬂ. it is the trend of rublie
opinion, not the setual biéﬁ and distribution,
that will be influential. ‘operly handled,
the short campaign follow .nh on positive
negotiations will shift that trend in the
right direction, even if actual numbers are
still substantially 'against entry'.

(b) Parliament should not be asked to take any |
fipal and irrevocable decision, It should | "
either approve the negotiations which have
taken place or that further negotistions
should take plsce, or it should take note

N of a ¥Fhite Paper.

(c) As much time as possible should be allowed
h-run a vote is actuslly tsken, so thst the
1n% can get under way and have effect,
tn that MPs cannot complain of being
rtlhld.

tht! 15 probably the ideal period from

-mil!? .four weeks between publicstion
and a vote is possible. Anything
ﬂﬁl us the risk of troutle.

Paper could be published on July 1
111 bu vossible to have a debate
-, ote at the end. But 1t

iings very rm, both 1

;-- t rush® Parliament puint

11850 mtc difficulties for

o .'_-]-l..-“l"

.T_Lx, - would therefore either
‘and th ~would involv
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10. 4 declsion can probably be dJela ;L. until
aearer toe time. Put it might even at this stage
te wise to put in a bid for the June Mir 1vitriul
meeting to be brought forward by a week or
perhaps even a fortnight.

1. Whatever the timing of the pre-recess vote,
it will be necessary to make the maximum impact

on public opinion before. For thls reason,
planning - and sven beginning - the campaign should
not be delayed.

IHE CANFAIGN

12. All the evidence points to the effect of
j{%ﬂll a8 being the main cause of public
ln:rilitr rds the Common Marcet. Folitically,
ition of is the most sensitive

. and among commentators the cost {aﬂqecinilj

hlllnnn nr payments) of Britain's
. to napce may still loom

and Jatour Lol { will be
political issues, and in
l be important.

tu thl course of a sharp
givu uqnnl welght
tlmﬁr t to be
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16. Jutside bodies like the Purcpean Movement

and the Conservative Party should be enlisted

for this campaign. They slready have the necessary
outlets, especially smong women.

‘ew Zealand, Costs, ete.

1T« The politically sensitive issues should be
dealt with firmly by the Minister concerned st
Parliamentary, nationsl and party level.

18. The FCO should cleerly take resronsibility
for New Zealand, the Treasury for Community financing
costs, the Scottisk Office and Kinistry of
fculture and Fisheries for fishing, etc..
1 can derloy their arguments in Parlisment,
in speeches in the ¢nuntr{ and on television. 3ut
‘4t is important not to allow the asinstream of the
. campaign on prices to be diverted by these issues.

L

~ The Prime Xinligie J o

AR __.._1.1‘-_ o

'"'!I:ihlnn issues are effectively dealt with
other ';_'_"If iﬂ other ways, the Prime Minister

f' "’ B Rt ack st cae s lortier viev.
ean T } g s application to jnin the
ommunity in t ﬂ!ltl!t of world affairs; not

TOD Europe, Russia and
o "'“ﬂp-ih. '"Third Iﬁrld' not
n':‘ =J~ economic, and tﬂnill.

Iﬁl"ht based on high
shou il be particulsrly
:Iillnrnaﬂ

is of
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22. With this in m1r1, the gap between May 21

and June 21 (the next scheduled Mini sterisl meeting)
18 rather distu 1ling kultc apart from the
considerations get cout in para.8, it might be

advantageous to bring this meeting forward to,
say, June 14, or even June 7; or at least to
have some major meeting in the intervening reriod,

23. Eglegiaiﬁn will play s crucial role, and it
is important that Ministers seek out and accept as
many invitations as possible - provided that they
can be assured thst the format of the programme
will enable them to get thelr particular peoint
across with conviction. This will prcobably not be
possible until after July 1: but in the meantime,
certain types of television prograume (e.g. News
at Ten) uguuld be carefully considered in order to
keep the momentum of public debate going.

2h. There is a case for a 'child's gu%dg' version
| of any White Paper that is publlished. ere are
T B uaadantn for the Government to produce tiis
) kind of 'persuasive’ document when legislation is
el sed (though no doubt one day this tradition
il have WJEI broken). It might therefore be

u'l'lu. A& 8

; Paper press release in
it could be taken siraight

popular paper

E_Ft!ur tn oduce a
is ;;y n&tiunlidu,
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26. The trouble is there will still be a number
of highly political events tuking place.

(1) Three by-elections on May 27. If a political
dog-Tight is undesirable, a Common Market
by-election would be a good desl worse.

(1i) The Industrial Relations Bill, which is due
to return to the House of Commons for final -
and lengthy - debate at the end of July.
1t may be for consideration whether it cannot
now go over to the spill-over session.

(111) The economic outlook, particularly unemployment
and closures. lere it may be helpful if the
Chancellor were to introduce further ieasures
sooner or later, for the Chancellor to do so
sooner rather than later.

AN ALTERNATIVE PLARN

o,
v
A

A 27. 1t has been widely argued, with some justice,
Y ,11&# in 1963 the Government were at fault in not
- having any alternatives to put before the nation
. after the French veto. From this it is now argued
AR that | -Uﬂ ﬂ@!ﬂ!nmﬂnt must have an slternative plan

. case the negotiations fail once again.

. gituation would be guite different.
rvative Party was in its 12th year
. 1t 1n possibly its last, or
e sess Both men and policies
ted, !ﬂﬁ thnru were no ideas
~we have a fresh government,
fiﬁ!,tl new Parlin?ant,
. vast programme o
ﬁﬁiulhiﬁh will be



c.c. Mr Bell (o.r.)
Mr Henley

| Mr Mackay

| Mr Owen

Mr Rawlinson

Mr Liesner

Mr Littler

Mr Slater

Mr Hay

L Mr P Marshall (FCO)
Mr C J Morase
Mr R Penton ; B/England

EEC NEGOTIATIONS: MONETARY QUESTIONS

I attach six copies of a revised version of thie brief, to be
- attached to the shorter document you have sent forward. Thie
~ takes account of comments received on earlier drafts and can
I think be regarded as final for this moment of time. Obviously,
“ RN 'h m nu need revision in the light of this week's
: } in Brussels.

r";‘l '..-\"r-
.-'—“i é"h‘j.;, d‘
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#e shwll need to give early thouglht Lo speeches.
I ascume et the main speecii will De at e %{an
Dinner on the evening of Thursday, U e« W1l
there be speeches st either or both of the lunches,
and will e be any other public statements,

for example, at any greeting ceremony a.L e
Blyseet Proposed texts for all BE:&!:II&B should
reach me not later then noon next iFriday, i< Nay.

I reslise that tiese will need up-ua , but
it will be helpful to have texts to wark on ia

No. i0 Clerks who will be taking part in
the visit to meet whoev
Comonweal




‘- Prime Minister's Vigit to Paris: Qfficisl Poriy

Mr. R.T. Armstrong v
ir, D.J.D. Maitland
kr, Timothy Kitson
Mr. Douglas Hurd

M. P.J.S. Moon

Dr. Brian VWarren
2 Duty Clerks

3 Garden Room Girls
e, 5
P8
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TO IMMEDIATE FCO TELNO, 282 OF 10 MAY 1971 [INFO IMMEDIATE

PARI S, THE HAGUE, BRUSSELS, LUXEMBOURG, BONN, CODEL BRUSSELS.

YOUR TELNO. 368 TO BONN: PRIME MINI STER*S MEETING WITH POMPIDOU,

| SAW SECRETARY GENERAL OF ITALIAN FOREIGN OFFICE THIS
EVENING AND TOOK HIM THROUGH THE GUIDANCE IN YOUR TELEGRAM UNDER
REFERENCE. | SAID THAT NO DOUBT HE HAD ALREADY RECEIVED MOST
OF THIS FROM ITALIAN AMBASSADOR IN LONDON, GAJA REPLIED THAT, SO FAR
AS HE KNEW, THERE HAD BEEN NO TELEGRAM FROM MANZINI. HE WAS
THEREFORE GLAD TO KNOW IN WHAT LIGHT WE SAW THE FORTHCOMING

~ MEETING.

'."Jr_ » P

dl!i i "I”',.--U - -
m THAT HE THOUGHT THAT IT WAS SENSIBLE TO ARRANGE

POMF .m a;r THIS STAGE. WHILE THE ITALIANS SHARED

NEGOTI ATIONS MUST BE WITH THE SIX IN BRUSSELS,
\g& RIGHT TO KEEP IN TOUCH WITH THE
TO ADVANCE QUR CASE, WHICH WAS

: :ﬂﬁ ITH.IHIS WERE NOT IN THE LEAST
ING MEETING,

'MORO HAD BEEN GIVING MUCH THOUGHT TO THE
- NEGOTIATIONS, HE HAD CONCLUDED:

'THE FRENCH INTEREST TO CONCLUDE BY THE

LOLO y
il l,:-;.._,. 5 '_'r___ v

.." _l-

AT --.hHTEﬂ
mnmu

-
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b, | ASKED GAJA IF HE COULD TELL ME ANYTHING ABOUT POMPILOU’S
REPLY TO COLOMRO’S LETTER, WHICH HAD NOW BEEN RECEIVED ACCORDING
TO THE PRESS., | REMINDED HIM ( MY TELEGRAM NO, 251) THAT HE HAD

Wl SHED TO WAIT FOR POMPIDOU'S REPLY BEFORE TELLING ME MORE,

5 GAJA SAID THAT POMPIDOU'S REPLY HAD BEEN DI SAPPOINTING.
IT HAD REEN SHORT ( ONE AND A HALF PAGES) AND IT HAD SIMPLY
RE = STATED FRENCH POSITION BUT IN UNCOMPROMI SING TERMS. GAJA
DID NOT SHOW ME THE TEXT, BUT HE SHOWED ME A COMMENT WHICH THE
ITALIAN MINISTRY OF F.A. HAD PREPARED FOR COLOMBO'S OFFICE.

(A) A REFERENCE BY POMPIDOU TO THE NECESSITY FOR AGREEMENT WITH
NON = CANDIDATE EFTA COUNTRIES SEMICOLON

(B)  POMPIDOU’S FAILURE TO GIVE ANY CREDIT TO THE UK FOR
ACCEPTING THE TREATY OF ROME AND RULES MADE UNDER IT

(:)8(C)  POMPIDOU’S INSISTENCE THAT ALL THE SIX SHOULD STICK TO
7 COMSUNITY POSITIONS®* ALTHOUGH HE DID NOT SAY WAT
SE POSITIONS WERE. v

i mu-!m‘[hl“’ 3"’

b i

T

.ln"'.-:'

i K i.' "1*“ﬁEI“'Ll"'

-dl'.- - * L
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FRAME

TO ROUTINE BOMN TELNO, 377 OF 1@ MAY INFC PARIS, BRUSSELS, ROME,
THE HAGUE, LUXEMBOURG AND CODEL BRUSSELS.

PRIME MINISTER’S VISIT TO PARIS,

THE CHANCELLOR OF THE DUCHY SUMMONED THE AMBASSADORS OF THE FIVE
O SATURDAY 8 MAY AT 3.80 PM TO INFORM THEM OF THE PRIKE MINISTER’S
YISIT TO PARIS, THE GERMAN, ITALIAN, LUXEMBOURG AND BELGIAN
~ AMBASSADORS CAME IN PERSON AND THE DUTCH AMEASSADOR SENT A

~ REPRESENTATIVE,

R RIPPON GAVE THE HEVS, nun AFTERWARDS DISTRIBUTED A COPY OF
 ANHCUHCEMENT. HE EMPHASISED THAT THE VISIT SHOULD ZE SEEM
TEXT OF THE PRIME WMINISTER’S OTHER MEETINGS WITH HEADS

NT AND SAID IT IN NO WAY DIMINISHED THE IMPORTANCE OF

o

1Al Mﬂﬁ IN BRUSSELS NEXT WEEK,

Fa T

P 3‘&3 ON AGRICULTURAL TRAHSITION,

L i

: SIX COULD @m un THIS PROPOSAL,

1N -'m fmmnms OF THE PACKAGE WE HAD
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ﬂ‘rFPEH‘/GAT-A- i LR :.:...,11
‘H WASH INGTON 1204152,

TOP SECRET
DE D | P.

DESKBY 100909 BST,
- TC IMMEDIATE FCC TELNO 1648 OF 12/5 AND REPEATED FOR INFORMAT ION
ROUTINE TO PARIS, (PERSCNAL FOR AMBASSADOR)
PERSONAL FOR P.U.S.
KISSINGER CAME TO SEE ME LATE THIS EVEINING ON RETURN FROM
HOL IDAY.
| EXPLAINED TO HIM PROBLEM OF DATES ARRISING OUT OF THE ANNOUNCED
MEETING OF P.M. WITH PRESIDENT POMPIDOU. HE READILY THOUGH CLEARLY
. UGHAPPILY ACCEPTED THE QUOTE TROJAN HMORSE UNQUOTE SIGHIF ICAKCE OF
A VISIT TOO CLOSE TG THE MEETIRG. HE SAID HE WOULD BE ABLE TO
SATISFY PRESIDENT POMPIDOU BUT ADMITTED THAT THE FRENCH PRESS
COULD NOT BE COUNTED Oil, HE HAS UNDERTAKEN TO LET ME KNOW MONDAY
OR TUESDAY WHAT HIS TRAVELLING INTENTIONS ARE BUT IS STILL WHOLLY
UNWILLING TO DISCLOSE MOTIVES OF HIS JOURNEY.
REFERRING TO YOUR TELEGRAM 1245 OF 5 MAY | ELICITED THE FOLLOWING
INFORMAT ION. THIS INFORMATION HOW TO BE GIVEN TO THE FRENCH STEMS
| FROM A FRENCH REQUEST SCME FIFTEEN MOKTHS 260. THE TIME LAPSE HAS
 BEEN REQUIRED BY WASHINGTOR BUREAUCRATIC PROCESSING. HE THOUGHT THE
FRENCH WOULD BE INFORMED THIS COMING WEEK BUT UNDERTOOK TO ADVISE
~ HE ON THIS BEFORE HEATH/PONMPIDOU MEETING. THERE IS KO SIGNIFICANCE
-_ﬁuﬁmﬁi:TlHluﬁ. HE AFFIRMED THAT THIS SUBJECT IS LOW LEVEL AND
j ATES ON SAFETY. AS TO THE COMPUTERS, WHILST THE FRENCH
*iaﬁE pns?lnust TO BUY COMPUTERS OF THIS SCOPE THEY HAVE

'Eﬂﬂﬂ'ﬂr 1HE VHITE HOUSE, BUT THAT
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THIS OPENED THE CPPORTUNITY TO ASK IF HE SAW ANY DANGERS FROM
THE U.S. PGINT OF VIEW OF THE P.M. INTIMATING TO PRESIDENT POMPIDOU
THE NEED THAT WOULD ARISE AFTER THE EEC EHLARGEMENT MEGOTIAT IONS
TO DISCUSS THE FUTURE OF WESTERN EURCPEAN DEFENCE KNOWING THAT
THIS WOULD EARLY ON RAISE QUESTIONS OF DISCUSSICN OF NUCLEAR
ARMS, HE SAID THAT PROVIDED WE COULD .BE CONFIDENT THAT PRESIDENT
POMP IDOU WOULD KOT DISCLOSE THE HUCLEAR ELEMENT OF SUCH DISCUSS Ion
THE PRESIDENT WOULD SEE NO HARM IN IT. IF THE SUBJECT WERE TO
COME OUT IN THE OPEN OR LEAK BACK TO WASHINGTON BUREAUCRACY IT
COULD DO GREAT HARM. HE AGAIN ENMPHASISED THE PRESIDENT’S .
LIMITED POVERS AND THE ANTACONISHM OF LEFENCE DEPT AND OTHER
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