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In my letter to you of 8 Apr#l 1982 I set out the policy I
proposed for the future of-“Concorde. On the basis of that letter,
and the attached report by the Department's officials and my own
oral report, E(EA) committee agreed on 20 Agril that the
Government's objective should be the ending of in-service support
for Concorde, on a basis agreed with the French Government and as
a simultaneous decision of the two Governments. The question of
timing and presentation were to be considered later. The
Committee agreed, in the light of this objective, on the approach
I should adopt at the Anglo-French Ministerial meeting on Concorde
on 6 May and invited me to report on the outcome of that meeting.

I met M Fiterman, as planned, in Paris on 6 May. He said that,
having considered the joint studies on the Future of Concorde, the
French Government were willing to consider any option for the
future of Concorde, "even if this represented an effort for the
French Government", provided the decision ultimately reached were
a joint one. He went on to say should the British posItion
develop in such a way that at some time we were to propose
cancellation, the French Government would not use such a situation
to &Ctempt to place the blame for cancellation of Concorde on the
British. Likewise he hoped that the British Government would act
similarly should the French propose cancellation. As agreed by
E(EA), I did not tell M Fiterman the British objective on the
future of Concorde. But I took his position as a clear indication
that the French Government (on whose behalf he made clear he
spoke) were s€€K1ing an _agreed termination of in-service support
provided this could be achieved without politically damaging
repercussions. I therefore told M Fiterman that I entirely agreed
with what he had said about either party not wanting to be in a
position to blame the other party for a decision to cease
operations. In the light of this agreement I believe that the way
is now clear for us to reach a common position with the French on
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termination of support ! ne . ! her
meeting which, EA ] with M erman
should take place in July.

I suggest that the next step should be for the Ambassador in Paris
to see the French Director General of Civil Aviation (who is known
personally to support cancellation of Concorde), as soon as
possible. He would confirm our understanding of the French
position and HMG's willingness to enter into negotiation for
mutually agreed withdrawal from the project. The Concorde
Management Board could then prepare the ground for a decision to
be taken at the July meeting.

It is clear that the French wish to terminate funding both of
Concorde operations and Concorde in-service support; and,

M Fiterman later indicated to me in conversation, they could not
envisage the termination of funding for in-service support without
also_terminating Air France services. It follows that, should
British Airways wish to continue Concorde services, then the
French Government would wish Air France also to continue.
Government relations with BA, in contrast to the position in
France, make it theoretically possible to envisage BA continuing
to fly Concorde without funding either from the BrITish or the
French_ﬁgf@?ﬁhent. It is important from a political point of view
therefore to give BA the opportunity to continue with Concorde so
long as the company is prepared to accept full financial
responsibility. If, as expected, BA feel unable to accept this,
the way would be clear for a decision in July to terminate
Cengorde. ©Because of its sensitivity I suggest that Arthur
Cockfield should see Sir John King as soon as possible after our
Ambassador has reported on his disciggfgﬁ_ﬁfﬂfﬁﬂﬁr??ﬁﬂch Director
General, emphasising to him that a decision by BA to continue with
Concorde would depend on their accepting the full financial
implications. As I have said, I do not anticipate that BA would
be prepared to continue on this basis. However if they take the
contrary view we shall need to think again. On the assumption
that BA. do decline the offer we would be able to say when
announcing the decision that the possibility of BA continuing to
fly Concorde without Government funds had been explored, but that
BA were not prepared to continue with the aircraft on this basis.

E(EA) a2lso agreed that I should restate the Government's case for
a satisfactory settlement of the problem of the cost-sharing
imbalance between the United Kingdom and France. I pressed M
Fiterman very hard on this matter. However he had no proposal to
make and stuck to the line tnat his officials had advised him that
there is an imbalance in the opposite direction. 1In these
circumstances we can continue to press our claim at political

French offer, drop it or try to
secure a settlement by other means Since the French have more to
gain from termination than we d io not believe that we should
stop pressing our claim at this stag particularly since
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termination is likely to cost us more than them. But we should
not let this issue obstruct the path to our ultimate objective.
am therefore urgently considering the possibility that we should
put our claim to arbitration, whether this should be binding or
non-binding and how the arbitration should te carried out. I
would consult the Attorney General and E(EA) colleagues before
reaching a decision on this. If we decide to go to arbitration,
suggest that HM Ambassador might see M Abraham again. After
referring to my remarks on this subject to M Fiterman and my
indication that I would need to consult colleagues, he would say
that if the French Government did not propose a satisfactory
solution at the July meeting, HMG would propose that the agreed
outcome of that meeting would include the submission of HMG's
claim to arbitration. This seems to me the only alternative to
complete abandonment of our case, and defensible in publiec. It
may prove acceptable to the French as a way of securing agreement
to harmonious and mutually agreed termination of the project.

One other matter which I discussed was the further exploration of
the possibility of the lease of aircraft to Federal 8. M
Fiterman said that his officials were now ready to take part in
further discussions should the need arise but I said that I would
need to reflect further. 1In practical terms there now seems
little point in this since a lease of aircraft would only be
possible if BA and Air France were to continue operations. On the
other hand, there could be advantages, when we come to present a
decision to terminate Concorde, in being able to show that we have
explored 211 possibilities. I believe that there would be little
lost in doing so since either such a visit would confirm, as seems
likely, that Federal Express have lost interest in a European
operation or that the guarantees they require would be
unacceptable to the two Governments. I therefore propose that
officials should seek a meeting with Federal Express to clarify
the carrier's intentions and the position on the lease of aircraft
and on guarantees. (Contact by correspondence could be protracted
and risks formalising the position when all we seek is an exchange
of views.)

In the light of all these developments I propose to make a holding
statement in a written answer to Parliament which would simply
draw attention to the agreed communique, a copy of which I attach.
In my letter of 26 April to the Select Committee on Industry and
Trade, the amended text of which was cleared by E(EA), I said that
I would discuss with M Fiterman what information from the studies
should be made available to the two Parliaments. In his
acknowledgement, Sir Donald Kaberry said that the Committee had
decided to await more information from me and did nct intend to
publish my letter until it had received a fuller and more
considered reply from the Government. M Fiterman's response on
the question of disclosure was that this would not be helpful at
the present time. I agreed that I would try to avoid publication
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In these circumstances I propose to write to Sir Donald Kaberry as
soon as Lord Cockfield has seen Sir John King, to say that pending
the July meeting it would not be appropriate to disclose the-
results of the studies but that BA had been asked whether they
would wish to continue commercial services or discontinue them in
the event of the Government's withdrawal of funding for in-service
support. I would expect to make a fuller statement to Parliament
after the July meeting.

In conclusion, I would emphasise that, whilst we no longer have
the opportunity to blame a decision to cancel Concorde on the
French, nor to place responsibility for deciding on cancellation
on British Airways, we now have a much clearer path to mutually
agreed termination of support. In view of the need to initiate
the preparations for the July meeting and the need to keep to the
timescale involved in the attached outline of the expected
sequence of events, I would be zrateful for comments from
colleagues by Monday 17 May.

I am copying this letter and attachments to the Prime Minister,
the members of E(EA), to John Biffen, Douglas Hurd, Tom Trenchard
and Michael Jopling and to Sir Robert Armstrong.

/C P/

NORMAN LAMONT
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October 29, : M Charles
of Transport, and Mr Norman
for Industry, met in Paris on May 6,

Airbus matters.

The Ministers expressed satisfaction at the success of 'Airbus
Industrie' which had 53% of the market for middle and long=range
aircraft in 1981 and is one of the two most important civil

aeronautical constructors.

They noted the progress made in the preparations for the A320
project. This project appears to be well suited to future needs
for medium capacity aircraft.

In these circumstances, they have decided to discuss in greater

depth with their partners, the launching of the programme.

As to Concorde, they noted with satisfaction the progressive

.reductions in Concorde expenditures in both countries, which would

be continued.

The Ministers considered the joint report submitted by British and
French officials on the future of Concorde with they had
commissioned at their earlier meeting and also took note of

reports dealing with cost sharing between the two countries.

Following this discussion the two Ministers agreed to report back
to their respective Governments with a view to a further meeting

i July.




CORFIDENTIAL

SEQUENCE OF EVENTS

Future of Concorde

. Colleagues reply to reporting
letter (2nd week in Hay)

(&) Ambessador sees Abraham
(3rd week in May)
(b) Written answer to Parliament

(3rd week in May)

Lord Cockfielt gees Sir John King
(3rd/4th week in May)

(a) Letter 3o Select Committee
(4th week in May/1st week
in June)

(b) British and French officiels
(C¥B) meet to consider

preparations for July meeting
(1st week in June)

Visit tc Federal Express
(3rd week in June)

British Airways replies on
assuming financial responsibility
(4th week in June)

Ts/1/072

Arbitration

Colleagues reply to reporting
letter (2nd week in May)

Y

. Ambessador sees Abraham (on

same occasion as at 2(a)
opposite) to repeat case on

cost sharing

(&) Consideration of strength
of case for arbitration

(b) Consideration of formm for
and type of arbitration

4

Put possibility of arbitration
to E(EA) =

L 4

Anmbassador sees Abraham again

French reply to proposal on
arbitration (may not come

before July meeting)

7.Put position on future of
Concorde and arbitration to

E(EA) (end of June/beginning

of July) +

8, Eritish and French officisals
meet to finalise papers for
July meeting (1st full week

in July) +

9, July meeting (2nd or 3rd week

in July)




