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From: ADAM RIDLEY
14 January 1982

E.14

MR GORDON

UK TRADING POLICY

You may like to have on paper, as briefly as possible, my
thoughts on your submission to the Chancellor dated 8 January.

2. As far as the submission itself is concerned:

(a) In paragraph 2 I would add the thought, "This is, however,

to some extent false dichotomy - quite apart from anything else,
it should be open to us in some cases to threaten or implement

a measure of protection at home, whether selectively or
universally, in retaliation for unacceptable NTBs imposed

by our competitors."

(b) 1Insert after the second sentence of paragraph 8, "The
measures and processes open to us are, naturally, all well

known. It was always unlikely that one would be able to invent
some new general procedure which no one had thought of previously.
Moreover, given the very open nature ...".

(¢c) In the penultimate sentence of paragraph 8 amend, "... I
telicve trhat no additional general measures ...".

(4
(d) Add at the end of paragraph 8, "There is, on the other
hand, no reason to believe that it is impossible to devise more
or better specific measures, case by case, as provocative

circumstances arise."

(e) Add at the end of paragraph 9, "All this means that one
would like the Government machine to seek out cases for potential
action rather more actively; to be required to exercise real
creativity in considering them; and, for obvious political
reasons, to ensure that that new attitude is tactfully conveyed

to those interest groups most concerned."




(f) Complete paragraph 11 as follows: "One way of carrying
forward the debate is tochallengethe handling of a particular case.
Mr Ridley has suggested that, prima facie, measures described

by the French to protect their markets against UK exports of
mass produced doors might be a good example, if a recent

report from Michael Latham MP turns out to have substance behind
it. I understand from him that he is already pursuing Mr Latham
about the matter, and may be able to come up with something

more solid before long on the basis of which you could, perhaps,
write to Mr Biffen. Since the case is not yet firm enough,

we can clearly do no more than allude to the possibility in

rather general terms."

3. I would suggest amending the draft letter as follows.

(a) Add at the end of paragraph 2, "This is scarcely surprising,
since the possibilities open to us are already well known in
general terms. However that conclusion does not of itself
tell us a great deal. What really matters is the particular
application of the full range of possibilities in specific
cases, and the determination with which they are considered and
applied."

) of paragraph 3
(b) Redraft the first sentence/ as follows: "Our main concerns
are that we combat any notions held in the country at large,
or indeed by our competitors, that we are a soft touch. And
that the possibilities open to us to attack or put pressure
on the non-tariff barriers of others or protect against
unacceptable competition in our own markets here are not
neglected. To do that, I think we need to adopt a more active
approach than we have in practice done so far. Where we can
not do so we need to be able to explain informally A
(¢c) Paragraph 6 might then read, "Finally, there is nothing
like specific cases to concentrate the mind. I think i1t would
be useful to look at the lessons of, for example, a particular
NTB imposed by our competitors. I have it in mind to offer an

example of one or two shortly."

b, If time permits, I have it in mind to offer the Chancellor



a brief minute later on today or tomorrow expressing some
anxiety about the general tone of the official report. But
nothing I say in that will surprise you after our recent
conversation, or - I trust - go against the thoughts I am

M

ADAM RIDLEY
14 January 1982

offering now.
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UNITED KINGDOM TRADING POLICY

The Secretary of State for Trade's minute of 23 December to the
Prime Minister (attached) covers a paper prepared on this topic
prepared by an ad hoc group of officials (on which the Treasmry
was represented) under Cabinet Office chairmanship, and proposes
that the only action to be taken should be to take note of the
points made by him.

Comments on the paper

2. Paragraphs 4 to 6 remind readers of the difficulty of arriving

at a satisfactory compromise between on the one hand encouraging the
Commission to take action against non tariff barriers (NTBs) in

other Member States, and stimulating their use domestically.

The point is made that British industry's main desire is to get

others to dismantle their NTBs rather than erecting them here; this is
picked up by the Secretary of State in his minute. But that does not
invalidate action by the Government in some cases to threaten or
implement a measure of protection at home, whether selectively or
otherwige, in retaliation for unacceptable NTBs imposed by others.

CONFIDENTIAL
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CONFIDENTIAL

2., Paragraphs 7 to 12 are a report on the E Committee remit of

June 1980. There is no comment required.

4, Paragraphs 13 to 23 deal with some possibilities for covert

protection. The possibilities are not exciting, and reflect the
position the official group found itself in of wvery much scraping
the barrel for any ideas. The section on port controls exposes the

probable lack of powers to stop certain types of imports at their
point of entry, and the difficulty of introducing selective impedi-
ments without being quickly caught out. As mentioned elsewhere in
the report (paragraph 14. iv) any protectionist effect achieved
might be at the expense of losses to industries (or the consumer)
other than those protected.

5. Paragraph 24 (animal health) requires no comment. Paragraph 25

picks up certain sectors where protection has been lost or will be,
and which may become pressure points. There is currently action on
many of these. Paragraph 26 to 29 do not cail fer comment.

6. Paragraphs 30 to 33 outline, in the light of identified
constraints, possibilities for overt action within the Community,

largely through the Commission. Inevitably there would be extra
costs (as noted), but the field seems prima facie worth futher
exploration. The more action is pressed through the Commission,
the more difficult of course it would be to take effective covert
action. But the scope for the latter, over and above what is
being done already, appears slight. What is proposed in
paragraph 3% seems entirely sensible in its own right.

7. Paragraphs 34 to 37 deal with the enforcement of Community

law. There appear no practicable routes to intrvodicing the kinds
of delay others (notably - the French) can contrive within their
legal systems, but paragraph:37 sets out a class of case in which
useful delaying tactics might be employed from time to time.

CONFIDENTIAL
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CONFIDENTIAL

Conclusions

8. It is clear that the paper does not provide the basis for a
schematic approach to the introduction of covert NTBs. This is

not surprising. The measures and processes open to us are, naturally,
all well known. It was always unlikely that any new general procedure
could be invented. Moreover, given the very open nature of the UK's
administrative processes (contrary to popular mythology) it is virtually
impossible to envisage - against the background of a policy stance of
encouraging maximum fair competition - a system which would enable
Government (for example) to stop imports of specified goods at points
of entry at will. As far as covert action is concerned, I believe that
no additional general measures are immediately worth contemplating.
This is not to preclude the possibility that some ideas may not emerge
in future, for instance as a better grip is taken on standard-making
and the fgle of standards. There is no need to take it as given that
more or better specific measures cannot be devised as cases requiring
action arise.

9. If you agree with that, you can endorse the views expressed by the
Secretary of State under his third point. They leave the way open for
defensive action as may be thought desirable. They are consistent with
your own approach to the matter as I understand it, but do not reflect
any sense of urgency. What you are seeklng to 1nst11 is a presumptlonh
of the desirability of a vigorous, sw1ft response to obaectlonable
actlon by others, with a willingness to run rather more risk that has
been the practice-hitherto of being ultimately declared out of court
or of inducing retaliation. What that calls for is an awareness on

the part of those dealing with industry - the parallel with purchasing
policy is clear - of the need to think and act very positively when our
interests may be or af@‘b@ihg harmed. Arguably responses have been

too acquiescent in the past.

10. You may think that the Secretary of State's conclusion, that
there should be no endorsement of officials' recommendations but

simply that note should be taken of his minute, is altogether too
dismissive. It is in fact contrary to the view expressed in his

CONFIDENTIAL
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CONFIDENTIAL

paragraph 5, that sectors where helpful regimes are expiring should
be looked at (paragraph 25 of the paper). Indeed, it would seem
sensible, and not at all in conflict with the Secretary of State's
views, that the conclusions set out in paragraphs 42, 43, 44 gnd

46 should be endorsed and officials instructed to proceed accordingly.

11. One way of carrying forward the debate is to challenge the
handling 8f a particular case. Mr Ridley has suggested that, prima
facie, measures described by the French to protect their markets
against UK exports of mass produced doors might be a good example,

if a recent report from Michael Latham MP turns out to have substance

‘behind it. I understand from his that he is already pursuing

gl

Mr Latham about the matter, and may be able to come up with something
more solid before long on the basis of which you could, perhaps,
write to Mr Biffen. Since the case is not yet firm enough, you can
clearly do no more than allude to the possibility in rather general
terus.

12. One area that is not covered in the paper is the scope for imposing
perfectly legitimate import controls - for example, under Article XIX

of the GATT where rapid import penetration threatens serious injury

to domestic producers. This is because a certain amount of work on

the scope for such action had already been undertaken by officials,

and there is not need to commission anything further. However, it

may be worth drawing attention to the point in minuting the Prime
Minister, and referring to the need to remain alert to the possibility
of taking, or threatening to take, this type of action in appropriate
cases.

1%. Finally, the Secretary of State includes a comment about EMS
membership, to the effect that the ability to determine the sterling
exchange rate was much more important to the trade balance than any
possible action on non-tariff barriers. If we joinéd we obviously
would have to keep to the rules: anH we also believe that sterling
would tend to have to follow the future of the DM. However

Mr Biffemhs remarks, taken literally, seem to overstate

CONFIDENTIAL
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CONFIDENTIAL

(as you yourself have commented) our existing ability to manage the
rate and may also imply a readiness to see it depreciate quite
significantly. The references to EMS are really rather a red herring.

14, The Minister of Agriculture wrote to the Prime Minister on

1% January. He makes essentially two points: the need for tougher
action in the EC context, and the need to match competitors' subsidies
as a last resort. You may like to support him on the first, and sound
an appropriate warning note on the second.

15. I attach a draft minute to the Prime Minister for your
consideration. This includes a dismissive sentence about the EMS
which you may not consider worth¥ of reference.

16. This submission and the draft minute have been prepared in

consultation with OF (Mr Lavelle), AEF2 (Mr Slater) IA1 (Mr Fitchew)
and Mr Ridley.

P R GORDON

CONFIDENTIAL
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UNITED KINGDOM TRADING POLICY

PRIME MINISTER

I have seen the Secretary of State for Trade's minute to you
of 23 December, and the official report accompanying it.

2. 1 an:g;elﬁ:i:ned—to—agree—wi-th-his assessment of the
possibilities of any form of systematic invention or
iS cbourt gk -

maintenance of non tariff barriers (NTBs), and—hense—to [w geserad,
support in-general his conclusion that we should continue
to act pragmatically. I docnot think the report ﬁ‘eﬁss for
the most part any new_ types of{_act:.on wh—i:eh—mrglrt—usemm
MM—#WM qe.i.ni's scarcely surprising, since tie

ssibilities o }

t-ms. “Fhat conclusion does not of itself tell us
a greanmmaﬁy—ummo—pmwm
gpp}tmmn—of—ﬁxe—fu&ﬂrmsmﬁﬂm in Speclflc

=1

is £o
3. Our wain concerng mre—that—we combat any notions held

ok
rﬂ-'b-h:e—eea“-n"-%-:ny—aﬁt—’l-a-':@e-m ,. OT +ndeed buur competltors, that
t
we are a soft touch./%nsuré"""tﬁb .bhe—-p'os-ﬂ-]:;grﬁteﬂ—om—om

o Ao So
‘a-o--u-n-to attack or put pressgre on &e non—-tar:.ff barriers

ofzebhers , oerrotectLagalnst unacceptable competltlon tn-
p.naa.. (ALY

I;qre,
of ehal: 'S thalo :
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] ) : : {1 1 .
" s ) — o€ Slourd diws on
general-good. The report gives/some pointers fer-this. =am.
I _still think—that—we—coultdgenerally Tespond more swiftly
and rnbustly_$9—eﬁmp&aintsj—accepting—morﬁ—riﬂk_than_me hayve
i 3 ple o t
in—the—Buropean—Gourt,

fesl e Cow do wwore Han &

- - - -
b : -y - b

&

4. I S
simply—teake Tote 0T the points he has made and resve tt—abt—
et . the conclusions on alterna-

tive protection for certain industries (paragraph 41);
on the European Investment Bank (paragraph 42); on Commission
and industry action (paragraphs 43 and 44); and on certain

o, ok fta [(FF=5 {3
legal delays (paragraph 46)-were worthy &* cons{derationggaﬂ:qj
;g‘n-h toka Ez:;_wﬁch‘m Tl mcipcﬁhﬁ < !

- /
5., Onre—apes—that—is not covered in the report {(becsuse—werk—ias
hmn—éem—&mﬂmeé—ee&é%iﬁ%ﬁ%cope for imposing perfectly

legitimate import controls - for example, under Article XIX of
the GATT where rapid import penetration threatens serious

(o . Ao wpt Hucwdk oo requares futier
i;gyry to domestic producers. 1 am-nsgLﬁuggesbtng—that—we-

& lowradl
. But T do think i¥—ie

) [\~
important—that—we-remain alert to the possibility. ef-taking

qj%. k that
justifiable - for one t
is—overstated - but this is sc

.
= =V

Pl -Gt 5 i) O

the comments e EMS are really
sent ability to control the

lace to

exchange rate
deb is issue.

woukd atso Ka —h commant on
7. 1 have—slserseen Peter Walker's letter of 13 January.

& have two=commenta, Werst, I agree with him that our
priority must be to get the Community to regulate and
preferably much reduce the volume of national aids in
agriculture. I suggest that in really blatant cases we
should be prepared at least to consider the possibility
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CONFIDENTIAL

of ourselves bringing an action in the European Court against
an erring member state. I recognise that there may be legal
as well as political difficulties in this, but even the threat
of such an action may help to keep the Commission up to the
mark.

8. Second, as his letter implies, the option of subsidising
our own industries should only be considered in the most
exceptional cases. I certainly could not accept, as a general
proposition, the view that in the last resort we must be
prepared to match a competitor's subsidies. Subsidies to
ailing firms or industries have to be paid for out of taxation
which either directly or indirectly will impose a burden on
efficient and competitive ones. So even in the rare cases
where a good argument for a temﬂgaary/subsidy can be made out,
the money would have to be found from within agreed public
expenditure ceilings.

-

\

9. Finally, thee is nothing like specific cases entrate
the mind. I think it would be
jcular NTB imposed by our competitors.

0 look at the lessons
of, for exampl
Tt in mind to offer an example of one or two shortl;i-/

10. I am sending copies of this minute to the Foreign Secretary,
the Secretary of State for Trade, the Secretary of State for
Industry, the Lord Privy Seal, the Minister of Agriculture,

Sir Robert Armstrong and Alan Walters.

CONFIDENTIAL
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From: ADAM RIDLEY
18 January 1982

E.14

MISS RUTTER ' cc Mr Gordon

UK TRADING POLICY

You asked me if I had any comments on the submission Mr Gordon
put into the Chancellor on 15 January, following the Secretary
of State for Trade's minute of 23 December covering a report

by an ad hoc group of officials. Mr Gordon and I liaised

last week over the preparation oft?gsubmission, and it embodies
a number of points which I have made, which are sidelined in
the attached copy of what he submitted to the Chancellor.

2. The most important feeling which I wished to import into
the submission 1s reflected in the latter half of paragraph 9 -
the feeling that what the Chancellor is, I think, looking for
is a willingness to act positively, creatively and with at
least half an eye on the outside world and the politics of

the issues involved, in contrast with the present tendency
which 1s to do not very much, rather too late, and always
against the backdrop of somewhat complacent judgements that
we're either doing all we can, or would stand to lose an
enormous amount if we ever do anything more than is currently
undertaken. It is, of course, all very well for one to say
things 1like this. The Chancellor could then ask what on earth
should be done to give effect to such an idea. I suppose that
the answer is, inevitably, to ensure that there is suitable
Ministerial pressure behind such a philosophy and its
implementation; I have at the back of my mind the impact of
Kenneth Baker on information technology. Second, one can
designate a suitable senior official to give effect to the
policy in detail, something which clearly involves a good deal
of inter-departmental liaison in the UK case, for sure. Third,
one can demonstrate the need for such an approach by bringing
out into the open the failure to exploit such opportunities

in the past. That is my reason for pursuing the rumoured

action taken by the French against the so-called "half hour fire-doors",
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which I am chasing with Mr Latham. (There is a reference to that

in paragraph 11 of MNr Gordon's submission.)

R A final observation: in pursuing such thoughts one wants
always to make it clear that one is not advocating a massive

move to protection - merely an effort to raise the UK's
willingness to have recourse to such actions at the level

which is needed to justify the maintenance, for the most part,

of the liberal trading order. The existence of unfair competition
and the refusal by the British Government to deal with it are

not good arguments fov free trade and open competition.

M

ADAM RIDLEY
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From: ADAM RIDLEY
CONFIDENTIAL 26 January 1982

E.1l4

CHANCELLOR v cc Chief Secretary
v L 20 Financial Secretary
Kzﬂm?m,!” ﬁ““ﬁ,;aﬁff?o, FEconomic Secretary
boas B ftetgee wh i OF 2 O yinjgter of State (C)
. sMinister of State (L)
LN g"’:

UK TRADING POLICY m~A :> .y N 1

May I add one brief comment prompted by your minute of 25
January to the PM about the of ficial report on trading policy.
It may not be a very original thought, but one cannot help
asking whether the Department of Trade's reaction to the
French Government's recent decision to set import penetration
ceilings may not be a very good test case of the reality of
what we are talking about. One forms the impression from afar
(I have not studied the telegrams) that the Trench are not
talking about a modest 1ittle PR exercise, but something which
is really designed to protect their market quite efficiently.
Tt is quite conceivable that they will not be doing anything
very overt, and that there will be no basis on which to
challenge the legality of what they are up to. That will
surely not in any way mean that it would be appropriate for

us to take such measures lying down. Tndeed it might even be
justified for us to make it clear that various counter measures
are conceivable if their initiative is in the event to amount

to something.

A

ADAM RIDLEY

CONFIDENTIAL
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From: P R GORDON
2 February 1982

CHANCELIOR OF THE EXCHEQUER cic Chief Secretary
Financial Secretary

. Minister of State (C)
o
E»C*”‘ \ A /ft‘nﬁ Minister of State (L)

b P Mr Quinlan
W VA POy~ Mr Dixon
/,wﬂ4ﬂ’ L4*qxu S . Mr Carey
. Mr Slater
vu AdM e Mr Ridley

&~
. A o Miss Sinclair
W M tn W Mr Mortimer

N
R on Vsl oSty N A9 Ai
, . AL
- ‘ ' O Ao’ da

UK TRADING POLICY : FRENCH RECONQUEST OF DOMESTIC MARKEquwaAMh

Your Private Secretary's minute of 27 January to Mr Ridley asked

for details of the French Government's recent decision to set

import penetration ceilings; and the Department of Trade's reaction
to this move.

2. Miss Sinclair and Mr Mortimer have together prepared the
attached note, which summarises our present knowledge of the
French Government's campaign to reconqguer the domestic market
(the proposed ceilings are part of this campaign). The views of
the Departments of Trade and Industry are also summarised, and a
comparison is made with similar attempts in the UK to reduce
import penetration.

g

P R GORDON






CONFIDENTIAL

FRENCH RECONQUEST OF THE DOMESTIC MARKET

Early in December the French Government made known the broad
outlines of/5§year plan aimed at "reconquering" their internal
market, buttressing French industry, and cutting imports. We

do not yet know the full details of their plans; and in some
sectors specific schemes are still in the process of being worked
out. But it is already clear that measures will be taken in the
following sectors: furniture, textiles, toys, footwear, machine
tools, domestic appliance, TV and radio.

25 The following measures have emerged to date:

a. A "Buy French" drive: there are persistent rumours of
circulars to this effect, but no hard evidence.
Similar circulars were issued under the last Administration,
and resulted in the French Government being taken to the
European Court by the EC Commission. Judgement is still

awaited.

b. The setting of quantified import reduction targets in
certain sectors, including footwear, furniture and textiles.
The details are not clear in most cases, eg whether such
schemes would be voluntary or in some way mandatory. It
would appear that distributors are being asked to reduce
imports by anything from 10% to 25% over a year to 18 monthS.

c. "Parafiscal" taxes are to be levied on imports of textiles,
clothing and furniture. It appears that imports from other
Community countries will be exempt, but the point needs
clarification. HM Embassy are pursuing.

d. French Customs authorities are withdrawing tax credit
facilities for all imports from whatever source. No import
duty as such is payable on goods imported from within the
EC. Importers used to have up to 120 days to pay duty on
jmported goods. This facility has now been withdrawn,
adding an estimated 2-5% on to importers’ costs.
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CONFIDENTIAL

3. In addition to these specific measures, HM Embassy have
reported alleged cases of Government pressure being brought to bear
on companies to "Buy French" in return for new or continued
Government aid. There may well be nothing new in this, of course,
and such cases are notoriously hard to prove.

Reaction in the Community

4, The Italians and Du‘ﬁghfaised the subject in the Foreign
Affairs Council on 25/26 k the former no doubt because the measures
on footwear seem largely directed against them. The Treaty of Rome
prohibits all measures equivalent to quantitative restrictions
within the European Community, and all State aids which threaten to
distort competition. The EC Commission were urged to investigate
what the French were doing, and to report back.

Department of Trade/Department of Industry/Foreign & Commonwealth
Office reaction

5. There is no real difference of view between the three
Departments.

6. Their main fear is that the French action will stimulate
pressagg_for similaf steps to be taken in the UK, particular if a
significant volume of third country imports is diverted away from
France. The Department of Trade have already had several PQs
urging the UK to follow the French example by introducing restric-
tions on imports of footwear. Both Department of Industry and
Department of Trade are anxious to be seen to be pressing the
Commission to investigate thoroughly. Privately neither they nor
the Foreign and Commonwealth Office believe that the Commission
ﬁiii;ﬁé_égie to do much in practice. In many cases they wi}l be
uniple to prove that the French are breaching the Treaty.

7. So far Departments in London have had no complaints from UK
industry that the French measures are hurting them. This is
probably because few are yet in force. They may also turn out to
be fairly ineffective. But if this is not the case, the UK could
suffer in certain of the sectors singled out for protection, eg

machine tools.
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CONFIDENTIAL

8. In sum, the three Departments are resigned to the French

"getting away with it". It is possible that the whole French

cdmpaign 1s more preseﬁtational than substantial. As mentioned

above, it seems likely that there is nothing new about some of

the actions being taken by the French under the banner of

i q N . [
reconquering their domestic market.

Comparison

of French measures with those considered/implemented

in the UK

9. Since little is known about the detail of the French proposals,

it is difficult to compare them directly with what goes on in the
UK. Nevertheless:

ii.

iii.

The "Buy French" drive is in some respects similar

to the public purchasing initiative launched by

Sir Keith Joseph in 1980, and the "positive purchasing
drive" (in respect of the private sector) launched by
Sir Derek Ezra last year. Both are designed to
encourage purchasers to exploit their purchasing power
to strengthen British industry.

The French proposal to set quantified import reduction
targets can be compared with some of the work of the
EDC/SWPs. Many of the tripartite committees monitor
jmport penetration, and seek to identify ways in which
it can be reduced, eg through establishing closer
user/supplier links, more positive marketing etc.

We appear to have nothing comparable to the French
"parafiscal" taxes. The possibility of changing the
arrangements for paying VAT on imports has, of course,
been examined before, and rejected.
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From: ADAM RIDLEY

CONFIDENTIAL 3 February 1982
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CHANCELLOR ,cw: po b AR T ke s ce Chief Secretary
DS fed sl P fﬁ : Galed 0+ 1+ Financial Secretary
g} \b}éﬂ. i ‘“é\l pfﬂ'- S Minister of State (C)
¢ e o (£ ,oss 1Y Minister of State (L)
e ¥ Fe A £ g
\ fra M o d0 T ke B F‘% e ! Rt Mr Quinlan
A v Ay A t° V"“N C pa e I *ifﬁ o ibl[én Mr Dixon
}\4\ . 3 o Lty 7 Ky &v;&wqb';; Mr Carey
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UKJTHﬂbING POLICY: FRENCH RECONQUEST OF DOMESTIC MARKET q.2

et W), A A4 PRt and T

A few quick comments on Mr Gordon's minute, which he/discussed

briefly after}ﬁe had despatched it yesterday evening.

2. First, a general point about what the French may well be
doing. My own hunch would be that, if they intend to take

this exercise seriously, they will be using the banking system
as their main weapon. The now largely nationalised banking
sector will be told to seek to ensure that the provision of
credit will be tied to "buying French" in various respects,

the precise details depending of course very greatly on the
sector in question. This is an eminently covert exercise,

does not involve quotas, tariffs or any kind of visible control,
and would be almost impossible to substantiate, whether
investigated by the EC Commission or anybody else. (The only
people who are likely to catch much wind of such an exercise
would probably be British firms with large French subsidiaries -

perhaps such as BP.)

3. The measures on credit for importers, referred to in
paragraphs 2d and 9iii of Mr Gordon's minute are, indeed, very
much relevant to the debate about the imposition of a new

régime for the payment of VAT on imports. Coincidentally I

had a call from Mr Feilden of the British Footwear Manufacturers
Federation, with whom I have, as you know, been corresponding
about the case for a tougher treatment of imports. It is clear

that he has taken the French measures on board - indeed he may

CONFIDENTIAL
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CONFIDENTIAL

wo11 be one of the animators of the recent PQs and pressure orn
the Department of Tndustry. So Mr Gordon is quite right to say
that one could anticipate '"pressure for similar steps toO be

taken in the UK"?!

,, Turning to the broader question of what, if anything is €O
be done about all this, it is slightly sad to hear that "the
three Departments are resigned to the French 'getting away
with it'". That is, T should have thought, exactly what you
are anxious aboub. Admittedly it could well be - as Mr Gordon
surmises, and not by any means without reason = that this is a
largely cosmetic process. But I have the impression from what
he says that even if it were not to turn out to be SO ultimately,
we would just sit on our backsides and do nothing if FCO, DOT

and DOI were left to their own devices, OT pather attitudes.

5P While there are, of course, very obvious parallels with
our own initiatives such as those 1aunched by Sir Keith Joseph,
T cannot help wondering whether some sort of high level and
direct query to the French Government as to what exactly they
are up to might not play a useful role at an early stage in the

game.

Al

ADAM RIDLEY

CONFIDENTIAL
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10 DOWNING STREET

From the Private Secretary 9 Feb r;.\l’ﬁitg‘z (1— 982
]

Ms~ L
Son N QOarss
S € Conremt
Dean dohun N L,w_

United Kingdom Trading Policy g" ‘ﬂfj};‘z.’ M
~ X . |

The Prime Minister was grateful for the Chancellor of the
Exchequer's minute of 25 January, whose contents shgvhas ndted.
She also saw earlier minutes from the Minister of Agriculture

of 13 January and from the Secretary of State for Industry of

ML
20 January. M Fifedew

The Prime Minister has commented on these papers:
™ ﬂw*kﬁ

"] gtill think that we have not begun to tackle the

Japanese problem'.

As you will know, this general issue of UK trading policy
is for discussion at a meeting of E scheduled to take place later
this month.

I am sending copies of this letter to Brian Fall (FCO),
John Rhodes (Department of Trade), Jonathan Spencer (Department
of Industry), Michael Arthur (Lord Privy Seal's Office), Robert
Lowson (MAFF) and David Wright (Cabinet Office).

Vr»vz Hkuuﬂﬁqj

Mthar b it Lon
e

John Kerr, Esq.,
H.M. Treasury.
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From: J E MORTIMER
Date:10 May 1982

CHANCELLOR OF THE EXCHEQUER cc Sir Douglas Wass

Mr Ryrie

Mr Quinlan

Mr Carey

Mr Dixon

Mr Gordon

Mr Slater

Migs Sinclair

Mr Ridley

FRENCH RECONQUEST OF THE INTERNAL MARKET

In her minute of 2 April, Miss Rutter said that you would like a
note on the French reconquest of the domestic market and on what
the Department of Trade proposes to do about it.

Measures taken by the French

2 At the beginning of December last year, the French announced
proposals to reconquer their domestic market. The proposals were
designed to help 14 sectors of the economy. The main elements were:

(i) measures to improve the French balance of trade by
encouraging the production of French products, supporting
exports, and limiting imports. Instruments to be used
jncluded import licences, public purchasing policy and
restrictive trade practices implemented by private
industry;

(ii) a package of aid measures designed to improve
industrial competitiveness. The aid would be for.
research and innovation, new technology and investment.

Bl On the face of it, most of these proposals would be in conflict
with either Article 30 of the Treaty of Rome (prohibiting qqantitative
restrictions on imports) or with the rules on competition.

4, It now seems possible that the announcement of these proposals
represented something of a "ballon d'essai". In view of the
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RESTRICTED

suhsequent reaction by other EEC Governments, the specific sectoral
p1.posals that the French have announced so far appear to be
relatively limited. They cover only five sectors:

(i) textiles: measures here are designed to safeguard
employment and promote competitiveness. Tighter controls
are to be introduced on low cost imports (through the
MFA). Help is to be provided for research and
innovation. Social charges will be reduced for firms
making specific commitments on investment and employment.
A centre for promoting home-produced products is to
be set up;

(ii) leather and footwear: the aim is to modernise the sector

which is particularly uncompetitive. The main efforts
are to be directed at improving the value of the
national raw material (raw skins). Measures include
investment aid for the tanning industry;

(iii) furniture:the objective is to encourage concerted action
between producers and distributors to improve product
quality. Measures include trade promotion, the
introduction of a voluntary labelling system, and
new investment aids financed by the doubling of parafiscal
charges on domestic output;

(iv) toys: the aim is to promote innovation, including the
development of electronic toys. A semi-public company
is to be set up to achieve these aims;

(v) machine tools: the objective is to develop a competitive

digital high technology jndustry with a greater use of
robots. Measures include a programme of technical
innovation and training, increased public orders, public

sector participation in manufacturing industry etc.

5 At first glance, it appears that these sector plans no longer
refer to measures to regulate trade in breach of Article %0 of the
Treaty. The French have argued that efforts to bring together
manufacturers and dealers. are not designed to organise restrictive
practices to limit imports. The Commission, however, have received
various complaints about restrictions on trade and are examining
them at present. The French have notified the Commission of their

plans for the five sectors listed above.
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RESTRICTED

6. The French have also argued that the various forms of aid that
have been proposed are not in breach of the EEC competition rules.

They point out that the aid is mainly for research and innovation.

The Commission are concerned, however, about the proposals and are

examining them as well.

Action taken by the Department of Trade

7 Since the French measures were discussed in the Council on

28 January, both the Minister of State for Trade and senior

of ficials in the Departments of Trade and Industry have continued
to express disquiet to the French. We are also aware that the
Gefmans have expressed their views bilaterally to the French. The
response of the French has been to deny that their action has been
in breach of the Treaty. They have also shifted their ground
somewhat - and started to talk about the need to fight off imports
from Japan and the US in order to reconquer the European market
(an objective which is of course far less controversial than
reconquering the domestic market ).

8. You will recall that you wrote to Mr Biffen about six weeks ago
concerning a complaint you received from a constituent regarding
protectionist measures introduced by the French as part of the
reconquest. Mr Biffen replied emphasising that the Commission were
examining the French proposals, and pointing out that they would not
fail to take the French to the European Court if they succeeded in
unearthing hard evidence against them. He hinted, however, that
various complaints about the British (eg in relation to a buy British
campaign in the nationalised industries) made the UK's position a
little difficult.

9. The number of complaints about the French measures received

so far by the Departments of Trade and Industry cannot be described
as large. The Department of Trade say that your constituent's
letter referred to above is the most recent complaint that they have
received. The Department of Industry say that they have had "a few
complaints" from the footwear and toy sectors, including one
Ministerial case. At your EDC/SWP Chairmen's meeting on 30 March,
Mr Spencer Crookenden complained about what was happening in the
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RESTRICTED

footwear sector; he promised to write in with firm evidence about ﬁ?f,
French actions, but we do not believe a letter has yet been received.
On 2% April, our Embassy in Paris wrote to say that Courtaulds
Hosiery Division had recently lost a £300,000 order from a French
company, and it was possible that French Government pressure was

to blame.

10. At present, the matter lies with the Commission, and we are
awaiting of the outcome of their investigation. In view of the

fact that the French have shifted their ground, and in the absence
of hard evidence of French malpractice, I get the impression from
those that I have talked To in Whitehall that some of the steam

has gone out of this jgsue. I understand, however, that the
Department of Trade are still trying to maintain pressure on the
French, and lMr Rees will be briefed to raise the French reconquest
with his French opposite number in the margins of the Francp-British
Council in Edinburgh next week.

Further steps

11. I believe the Department of Trade feel that there is not a
great deal more that can be done at present. However, it is a
1ittle difficult to be certain of this from our .vantage point

in the Treasury, and, if you yourself have some doubts about the
vigour with which Trade are pursuing this matter, it might be
worth writing to Tord Cockfield seeking his confirmation that as
much pressure as possible is being applied on both the French,

to get them to play the game, and on the Commission, to investigate
alleged breaches of the rules. We will gladly supply & draft
letter.

12. Another possibility would be for you to raise the matter of

the French reconguest with M Delors in the margins of the next
Finance Ministers Council (our understanding is that M Delors is

a little embarrassed by the reconquest proposals, which are mainly
the work of M Jobert). Probably the main value of applying pressure
in this way is that, even if it has little effect in persuading

the French to rescind what action they have already taken, it might
prevent them from introducing further protectionist measures for

e

J E MORTIMER

other sectors of the economy.
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CHANCELLOR{ OI' M'HE EXCHEQUER R Hgguglas Wass
C"f 'WW"‘“Z Mr Quinlan

Mr Carey

Mr Dixon
V/14', U{f/ Mr Gordon

Mr ulat r

Mr Ridley .} 8\’2

FRENCH RECONQUEST OF THE INTERNAL MARKET

In her minute of 2 April, Miss Rutter said that you would like a
note on the French reconquest of the domestic market and on what
the Department of Trade proposes to do about it.

Measures taken by the French

2. At the beginning of December last year, the French announced

proposals to reconquer their domestic market. The proposals were

designed to help 74 sectors of the economy. The main elements were:

(i) measures teo improve the Frencsh balance of trade by

encouraging the production of French products, supporting
exports, and limiting imports. Instruments to be used
included import licences, public purchasing policy and
restrictive trade practices implemented by private
industry;

(ii) a package of aid measures designed to improve
industrial competitiveness. The aid would be for
research and innovation, new technology and investument.

2 On the face of it, most of these proposals would be in conflict
with either Article 30 of the Treaty of Rome (prohibiting quantitative
restrictions on imports) or with the rules on competition.

4, It now seems possible that the announcement of these propcsals
represented something of a "ballon d'essai". In view of the
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subsequent reaction by other EEC Governments, the specific sectoral

1 oposals that the French have announced so far appear to be

relatively limited. They cover only five sectors:

(i)

(ii)

(1ii)

(iv)

(v)

textiles: measures here are designed to saleguard
employment and promote competitiveness. Tighter controls
are to be introduced on low cost imports (through the
MIA). Help is to be provided for research and
innovation. Social charges will be reduced for firms
making specific commitments on investment and employment.
A centre for promoting home-produced products is to

be set up;

leather and footwear: the aim is to modernise the sector
which is particularly uncompetitive. The main efforts
are to be directed at improving the value of the
national raw material (raw skins). Measures include

investment aid for the tanning industry;

furniture:the objective is to encourage concerted action
between producers and distributors to improve product
quality. Measures include trade promotion, the
introduction of a voluntary labelling system, and

new investment aids financed by the doubling of parafiscal
charges on domestic output;

toys: the aim is to promote innovation, including the
development of olectronlic toys. A semi-public compeny

is to be set up to achieve these aims;

machine tools: the objective is to develop a competitive

digital high technology industry with a greater use of
robots. Measures include a programme of technical
innovation and training, increased public orders, public

sector participation in manufacturing industry etc.

5. At first glance, it appears that these sector plans no longer
refer to measures to regulate trade in breach of Article 30 of the

Treaty.

The French have argued that efforts to bring together

manufacturers and dealers are not designed to organise restrictive
practices to limit imports. The Commission, however, have received

various

complaints about restrictions on trade and are examining

them at present. The French have notified the Commission of their

plans for the five sectors listed above.
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6. The French have also argued that the various forms of aid that
have been proposed are nobt in breach of the ElC competition rules.
They point out that the aid is mainly for research and innovation.

The Commission are concerned, however, about the proposals and are
oxamining them as well.

Action taken by the Department of Trade

72 Since the French measures were discussed in the Council on
28 January, both the Minister of State for Trade and senior
officials in the Departments of Trade and Industry have continued
to express disquiet to the French. We are also aware that the
Germans have expressed their views bilaterally to the French. The

response of the French has been to deny that their action has been
in breach of the Treaty. They have also cshifted their ground

somewhat - and started to talk about the need to fight off imports
from Japan and the US in order to reconquer the European market
(an objective which is of course far less controversial than
reconquering the domestic market).

8. You will recall that you wrote to Mr Biffen about six weeks ago
concerning a complaint you received from a constituent regarding

protectionist measures introduced by the French as part of the
recongquest. Mr Biffen replied emphasising that the Commission were

examining the French proposals, and pointing out that they would not
fail to take the French to the European Court if they succeeded in
unearthing hard evidence against them. He hinted, however, that
various complaints about the British (eg in relation to a buy British
campaign in the nationalised industries) made the UK's position a
little difficult.

9. The number of complaints about the French measures received

so far by the Departments of Trade and Industry cannot be described
as large. The Department of Trade say that your constituent's
letter referred to above is the most recent complaint that they have
received. The Department of Industry say that they have had "a few
complaints" from the footwear and toy sectors, including one
Ministerial case. At your EDC/SWP Chairmen's meeting on 30 March,
Mr Spencer Crookenden complained about what was happening in the
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.ootwear sector; he promised to write in with firm evidence about
French actions, but we do not believe a letter has yet been received.
On 2% April, our kEmbassy in Paris wrole Lo say that Courtaulds
Hosiery Division had recently lost a £%00,000 order from a French
company, and it was possible that French Government pressure was

to blame.

10. At present, the matter lies with the Commission, and we are
awaiting of the outcome of their investigation. In view of the

fact that the French have shifted their ground, and in the absence
of hard evidence of French malpractice, I get the impression from
those that I have talked to in Whitehall that some of the steam

has pone out of this issue. I understand, however, that the
Department of Trade are still trying to maintain pressure on the
French, and Mr Rees will be briefed to raise the French reconquest
with his French opposite number in the margins of the Franco-British
Council in Edinburgh next week.

Further steps

11. T believe the Department of Trade feel that there is not a
great deal more that can be done at present. However, it is a
little difficult to be certain of this from our vantage point

in the Treasury, and, if you yourself have some doubts about the
vigour with which Trade are pursuing this matter, it might be
worth writing to Lord Cockfield seeking his confirmation that as
much pressure as possible is being applied on both the French,

to get them to play the game, and on the Commission, to investigate
alleged breaches of the rules. We will gladly supply a draft
letter.

12. Another possibility would be for you to raise the matter of
the French reconquest with M Delors in the margins of the next
Finance Ministers Council (our understanding is that M Delors is

a little embarrassed by the reconquest proposals, which are mainly
the work of M Jobert). Probably the main value of applying pressure
in this way is that, even if it has little effect in persuading

the French to rescind what action they have already taken, it might
prevent them from introducing further protectionist measures for

J E MORTIMER

other sectors of the economy.
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/ Date: 26 May 1982
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45 MR D&;ég qhbz1\{- cc Sir Douglas Wass
5.  CHANCELLOR ﬁrr Sﬁiian
Mr Carey
Mr Slater
Miss Sinclair
Mr Ridley

FRENCH RECONQUEST OF THE INTERNAL MARKET

In his minute to me of 24 May, IMr Jenkins said that you would like
to write to Lord Cockfield urging him to put as much pressure as
possible on the Commission, in order to get them to investigate
thoroughly alleged breaches of the Treaty by France, and on the
French, to get them to play to the rules. A draft letter is
attached at Flag A.

2. You will see that the draft refers to a letter from

Mr Spencer Crookenden complaining about the action the French have
taken in the footwear sector. This letter follows up the complaint
made by Mr Crookenden at your last meeting with EDC/SWP Chairmen.
In my note of 10 May, I said that I did not believe that

Mr Crookenden had in fact written in., I am afraid this was &
mistake. I have only just received a copy of the letter by a
rather circuitous route. The copy is at Flag B.

Y

VY

J E MORTIMER
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DRAFT LETTER FROM: The Chancellor /J' ’

TO: The Secretary of State for Trade

FRENCH RECONQUEST OF THE INTERNAL MARKET

[ 300 Viass

I am very concerned about the compla1ntsI~have received
cnncernlng the French "reconquest" of their domestic
market. I—ﬂpuié—heﬂg?a#eﬁui if you_could_peassu;e.me
that_as_much_pressurﬁ_aa_pQESLDlﬂ is- belng put'on “the
Commission,.te—get—them to 1nvest1gate thoroughly alleged
breaches of the Treaty by France, and dgﬁthe French
thremselves;—to-get-them-to play the game, ¢

2. You may be-awere-that. I.wrote. to.John Biffen @n
12 March,enc1051ng a complalnt-I had-received- from a
constituent; who argWed that French industry had been
directed by the Fréﬁch Government to buy French wunless
imported goods were more than 10 per cent cheaper than
domestically produced items. Since then, Spencer Crookenden
of the Footwear EDC has complained to me at one of my
meetings with EDC/SWP Chairmen about action in the footwear
sector, and I believe he subsequently wrote to your
Department enclosing the evidence available to him on what
the French were up to. I have also seen a report from our
Embassy in Paris that Courtaulds recently lost a
£%00,000 order from a French company, and it was possible
that French Government pressure was to blame.

ba A8 b, o)
3. When he wrote-to.me on 29 March, John Blffen said
that the Commission were investigating the French reconquest

[N

and that the matter largely lay in their hands. He pointed
out that we had already expressed our concern at the

French measures, both in the Council and bilaterally-with

the French. I do not knowlwhat developments there have

_been since then. But Wk@:@%ﬂe—mmns 72" all
I-do-believe- 1t is 1mportant that we should do enangth&ag_ue
M%ﬁg@ m%ron oft%g;.t{gge%rgags- exporting

to France, and to ensure that goods from third countries

he ¢

that were originally intended for France are not diverted to
the British-market.

L1y #
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The Rt Hon Sir Geoffrey Howe QC MP | {”“_ Do, |

Chancellor of the Exchequer : e e oo TS

HM Treasury e /M/V‘ ..?'_,

Parliament Street W" @L’f&m}

London SWIP 3AG »« ﬁ \F*. June 1982
i Mr

My

N\ O
WpS l"v\‘.l\%i‘!t A \
N

"RECAPTURE" OF FRENCH HOME MARKET

You wrote to me on 3 June, following your correspondence in March
with John Biffen. I do not know if, as John Biffen suggested,
you have been able to speak to Minister Delors about the "10%
preference" story reported by your constituent.

You refer to the Footwear EDC's representations. Mr Crookenden
has been very active in purusing his representations. I believe
that John Biffen was present when you met Mr Crookenden, and he
subsequently wrote to John. I replied on 7 May, and have not
heard further. We know that this sector is one in which the
Commission is still pursuing its enquiries. If anything emerges

I will certainly let you know.

You also refer to a report of 23 April from the Embassy in Paris,
who had been told by a local Courtaulds representative that a
supermarket chain had cancelled an order under pressure from
Foreign Trade Ministry officials. The Embassy has spoken suitably
to the Ministry about this report, but I understand has confiden-
tially expressed doubt as to whether it is to be taken at its

face value.
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From the Secretaryof State
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There are two dangers that we need to guard against. The first,
as you say, is that trade may be frustrated or distorted. If

this should occur, I should naturally be the first to be concerned.
Strikingly, however, my Department has received no complaints
from British industry beyond those of which you know. If any

should come, you may be quite sure that we shall take them up.

The second danger, seen in the Footwear EDC correspondence, 1is
that pressure will mount on us to match any French measures here.
Patrick Jenkin has dealt with this firmly in his own letters to

Mr Crookenden.

"Recapturing the home market" was originally a Socialist Party
manifesto slogan. The French were plainly foolish to re-use it

in December. The resulting chorus of Community criticism has
obliged them to disown some of their first ideas for giving it
substance, and has attracted close scrutiny to their remaining
plans. They have sought, though with indifferent success, to
divert attention with proposals for new defences for the Community

market as a whole.

This leaves me suspicious rather than uneasy, and vigilant rather
than worried. But this is not an Anglo-French issue; our other
‘partners are equally suspicious, and generally have similar

interests in the matter.

All of us have made it clear that we look to the Commission to
discharge its responsibilities on our behalf in a prompt and
thorough fashion and to report on them if necessary. Without
being complacent, I should be reluctant to assume that the
absence of such a report signifies that the French are being

allowed to get away with something. However, I am asking

RESTRICTED 2







Fromthe Secretary of State

RESTRICTED

Peter Rees to get in touch with Commissioner Narjes to ask him
whether the Commission are confident that they have a full picture
and if so are in a position to set at rest anxieties which may
linger in business circiles 1in other Member States and which we

could respond to with a quotable statement.

LORD COCKFIELD

RESTRICTED 3
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From: J E MORTIMER
Date: 24 June 1982

S MR GOHPON @qtqb

2e CHANCELLOR

cc Sir D Wass
Sir W Ryrie
Mr Quinlan
Mr Carey
Mr Dixon
Mr Slater
Mr Perry
Mr Tyler
Miss Sinclair
Mr Ridley

FRENCH RECONQUEST: REPLY TO LORD COCKFIELD

You wrote to Lord Cockfield on 3 June (flag A) seeking his assurance
that as much pressure as possible was being applied to the Commission
to get them to investigate thoroughly the French reconquest of their
domestic market. ILord Cockfield has now replied (flag B) saying

that criticisms that have been voiced by the UK and others have
forced the French to back down somewhat, and there appears to be
1ittle that is objectionable in what the French are up to.
Nevertheless, he suggests that Mr Rees should "get in touch"

with Commissioner Narjes (who is responsible for investigating

the French reconquest) to ask him whether the Commission are
confident that they have a full picture of what the French are doing,
and if so are in a position to set at rest anxieties which may

linger in business circles in other member states and which we could
respond to with a quotable statement.

2. We broadly agree that the way forward suggested by

Tord Cockfield is right. An important consideratinn here is that

we have heard in the last week or so that, because the Commission
have come up with little hard evidence of French malpractice, they
do not intend to report to the Council on their investigations.
Unless, therefore, the UK pursues the matter further (eg by getting
Mr Rees to write to Commissioner Narjes) there is a danger that
nothing more will be heard about the French reconquest, and the
pressure being applied to the French as a result of the Commission's

investigation will simply disappear.
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. Assuming Mr Rees does "get in touch" with Narjes, it seems to
us to be important that he does not do so in too-relaxed a way.
In particular, we believe he should send Narjes a letter asking
some pretty pointed questions about what the findings of the
Commission on the French reconquest are, and why the Commission do
not plan to report to the Council. Unless we press the Commission
in this way, it seems to us that Ministers will have great difficulty
in convincing those that have complained about the French measures
that their complaints have been taken seriously and pursued in
Brussels as vigorously as possible. If you agree, you may feel
that it is worth writing to Lord Cockfield, making these points.
A draft letter is at flag C.

4, You may be interested to know that the reconquest is not the
only area where allegations have been made about the French breaking
the rules. AP, for example, are concerned about what they have

been doing in the public purchasing field. Despite an obligation
under the Supplies Directive to produce annual public purchasing
statistics, the French have not produced any since 1979. Statistics
for that year suggest that they were abusing the exemptions
permitted under the Directive. Moreover, it appears significant
that they failed to provide the figures which would show how much
purchasing they actually made from non-French firms. Despite

these failings, we have seen no effort by the Commission to bring
the French into line. The French Government have also been facing
infraction proceedings from the Commission for specific "Buy French"
instructions issued by them to their public sector. The Commission
have recently dropped their legal action, and we are at pmesent
seeking to discover on what basis they decided to do this. At the
same time, the Commission are pressing the UK on several public
purchasing issues connected with local authorities, nationalised
industries and the Treasury public purchasing guidelines. AP do
not suggest that this be picked up in the correspondence with

Tord Cockfield, as it is sensible to deal with it as a separate
issue. But you may think it reinforces the need to maintain pressure
on the Commission whenever they appear to be lax in their actions
towards others.

LA

J E MORTIMER
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DRAFT LETTER FROM: The Chancellor
T0O: The Secretary of State for Trade
COREES TO:\goreign--ecretarv

seretary i/Sf£¥eﬂiaf"IngE§jzzhh

~ " ol
Prench Recongun ™ & Mo lnbrae!

ARECAPTURE-OF FRENGH-HOME MARKET
T?m-:,

ZL?Qﬁgkiyeﬁavefymmﬁeh for your letter of 14 June. I am glad
to hear that you believe there may not be as much in the

French“reconquest'as was once thought, a~d Tt Yt Mo o -
\ﬁédﬁh* but wm wuer'ed

dudt ottt e §ov papasalt deu Futir achhe .8ut
2 I broadty agree—withthe way you plan to carry—the

matter forward®., I would mhewesans-like to suggest that
when Peter Rees writes to Commissioner Narjes he asks

him some fairly pointed questioas. What are the findings
of the Commission on the French reconquest? Why are the
Commission not going to report to the Council? Why is no
further action likely to be taken on, for example, the
circular on the leather and footwear industry put out by
the French Ministry of Industry last November (a copy of
which was attached to Spencer Crookenden's letter of

2 April) and which appears prima facie to breach Article %0
of the Treaty? Are there similar circulars in existence
covering other sectors?

% Tt would also be helpful if Commissioner Narjes would
instruct his offickls to talk to UKREP about the details of
the Commission's findings. Unless we press the Commission
in this way, it seems to me that we shall have great
difficulty in convincing those tﬁggahave N;" néh93£g£§@
[
the—French measures that we reatdy have beken—thelr
wempleinbs_seriously-end pursued them in Brussels to the
best of our ability.
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2
4, When the French'%econquest was discussed in the Council

last January,~f=note—thes it was the Italians a&d the Dutch

wiio . P b\)'ﬁ'd

that took the lead in-raising the mabters— wonder-whether
—it-would be worth getting UKREP to find out whether either 7‘\‘2_1 )
“hese or any of our other EEC colleagues,remain, like us,

a little dissatisfied at the failure of the Commission to
report their findings to the Council.?:

w’ 5 | LI, - Pt . - .
5 go}ylﬂg-i;krrs letter jgﬁmclgﬂ and-Patrick Jenkin
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_ Foreign and Commonwealth Office
MZCS/( London SWIA 2AH

25 June 1982

FRENCH RECONQUEST OF THE INTERNAL MARKET

I have seen a copy of your letter of 3 June to
Arthur Cockfield about the French 'reconquest' of the domestic
market and of his reply of 14 June. I sympathise with your
concern about the possible implications of the French measures,
and share your view that we must try to ensure that the
Commission investigate any possible breach of the Treaty by the
French. I gather that we have in fact been encouraging the
Commission to scrutinise the French measures and made sure they
are aware of the little firm evidence we have of problems caused
for British companies, notably in the footwear sector. I feel,
however, that it would be a mistake at this stage to raise the
question again in the Council. It would not add significantly
to pressure on the Commission, would be met by protestations of
innocence from the French which we could not counter very
effectively, and would lay us open to counter-accusations and
perhaps a broader discussion of the need for measures against
Japanese investment. In such circumstances the Council
discussion might actually be counter-productive and lead to a
lessening of Commission pressure on the French.

I agree with Arthur Cockfield that a better way of keeping
up the pressure on the Commission would be for Peter Rees to
write to Commissioner Narjes in the terms suggested.

I am copying this letter to Arthur Cockfield.

\

(‘JVV\Q/\V/
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The Rt Hon Sir Geoffrey Howe QC MP
Chancellor of the Exchequer
HM Treasury
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DEPARTMENT OF TRADE
1 VICTORIA STREET
LONDON SWI1H OET

TELEPHONE DIRECT LINE 01 215 5144
SWITCHBOARD 01 215 7877

From the
Minister for Trade

Mr Karl-Helnz Narjes .
Member of the Commission of
the European Communities A>July 1982

I have for some time been looking forward to an opportunity of meeting vou so
that we may discuss Community internal market matters.

As you know, we placed a considerable emphas15 on achieving progress in this area
during our Presldency last year, and very much share your own commitment to the
achievement of a free market for goods and services. You may have heard from
your Chet de Cabinet that iv is & subject which has aroused much, positive
Parliamentary interest herc,, Ior example, the House of Lords enquiry concentrating
primariiy on barriers to trade in goods, to which he gave evidence in January. This
is now nearing completion. I had hoped to see you at the proposed Internal Market
Council last month in Luxembourg, but since in the event this did not take place 1
should very much like to come over and see you soon in Brussels. [ have already
asked my office to get in touch with yours to find a mutually convenient time

It would be my hope, naturally, to run over as many internal market issues as time
alipws. T think it only reasonable to tell you, however, that one subject under this
. iing is inevitably colouring comment on the internal market in this country at
the moment and lends particular urgency to my wish to talk with you. This is the
declared French intention to recapture the home market - an intention to which
their President seems recently to have lent his personal weight. You will recall
that the Commission has already reqponde( to repreqentations in Council that the
relevant French measures would be scrotvinised and a report made back if nzeessary.
I believe Mermber States now badly need the Commission's advice as to whether
they are confident that they have the full picture on a matter falling within their

esponsibility and whether they are in a position to set at rest natural anxieties in
busmebs circles about how these intentions and the measures taken under them can
be reconciled with the concept of the internal market.

greatly look forward to talking over these questions with you.
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Thank you fo¥ your further letter,( of 307 June, about the

French campaign to "recapture" their -home market.

I am sure that most of our other Community colleagues share
our suspicion and our vigilance. You mention in particular
the Italians and the Dutch:

- I have just been in Holland, and drew attention
there to the Mitterrand report. The Dutch
certainly feel the same way as we do. They told
me that they attach importance to making the
French feel that they are being closely watched,
and they assured me that they would not

hesitate to bring forward any evidence of mal-

practice upon which the Commission could act;

P you, meanwhile, have been at the Anglo-Italian _ o
Summit, with a brief on the subject from my \} Lyr(ﬁj1
Department. If you had a chance ofraising it, 4 b b ;

I hope you found the Italians equally determined,

although they themselves are certainly no more Coman U p

faultless than most of us in such matters. Pl

Your letter also went into some detail about the contact that
I told you I had asked Peter Rees to make with Commissioner
Narjes. He has duly written, and I enclose a copy of his
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From the Secretaryof State

letter. But the necessary points cannot all be made most
effectively in correspondence, and SO Peter is also arranging
to go and see Narjes. He will have your letter with him, and
I look forward to his report.

I am copying this to Douglas Hurd, who wrote to you on 25 June
after seeing my last letter.

L
Nk

-
P

LORIY COCKFIELD
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FROM MICHAEL LATHAM, M.P.

T T

r ll? 1Ii 1|
HOUSE OF COMMONS

LONDON SWIA OAA
26th July, 1982.

o P,

We spoke about the new French protectionist
campaign to reclaim their internal markets. By
chance, I received the attached letter from En-tout-cas
Iimited, which seems to me to be a classic example of
exactly what is involved. Numbered paragraph 2 is
absolutely crucial.

T have written to Neil MacFarlane about this as

well.

Adam Ridley, Esq.,

Political Adviser to the Chancellor of
the Exchequer,

Treasury Chambers,

Great George Street,

IONION, S.W.1.
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MANUTACTURTRS OF TENNIS COURTS

HAKD LAWK TINNTS COUCRT MARTES
16 THE LATL KING GUSTAV ATOT S\l

Specialistsin the design and construction of

sportsand recreational surfaces.

Designers and engineers of sportsand athletic facilities.
Suppliersof sports and recreational equipment.

En-tout-cas Limited,
Syston, Leicester LE7 8NP
England.

Telephone:Leicester {0533)696471
Telex: 342243 Entout G

Ourref: Your ref:

DHG/JED

Mr. M. Latham M.P.,
House of Commons,

Westminster,
London.
SW1A OAA

22nd July 1982

Dear Mr. Latham,

I wonder if 1
I need to tell

We were recently in direct
Mesisport in tendering for
standard running track at on
excellence - Carnegie College,
wvere sent out by Lee
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basis that their price va
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We recently quoted for a running track project in Nice.

We were told that although our price was very attractive

the client had received instructions "from above" to buy

the French product. I am also told that an edict has
recently been issued internally by the French government

to the effect that only French companies and French products

- may be used where French public funds are involved in the

financing.

The English representative of the French company Resisport
has now left that company and the French company's affairs

in the U.K. are looked after by a secretary in an office in
Reading., It has to be crazy that for a track installation

at one of our country's centres of excellence a foreign
product is selected. On the one hand our French competitors
will nov obviously get a great deal of mileage internationally
from the fact that the English have chosen a French product
for one of their centres of excellence as against the

English product even though the Head Office of the English
company is only 70 miles away from the installation and

that English company (ourselves) have an office in Pontefract
some 15 miles from the installation. If this project really
does go ahead with the use of the French product then for
after sales service our Carnegie centre of excellence will
have to wait for Frenchmen to make a special trip to this
country.

My apologies for having had to go on at such length. I vonder,
howvever, if you could possibly help me as follous.

a)

b)

In view of the involvement of British funds in grant aiding
this project is there anything that can be done at this
stage to change the decision.

Is there any way, via one of our government departments, by
wvhich we can check the validity of the allegation regarding
the French government's edict as referred to above.

I very much look forward to hearing from you.

Yours sincerely,

N

Don Gordon
Managing Director
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FROM: A N RIDLEY
DATE: 28 July 1982

.ng5 ce Mr Dixon \
(i (s ol

RECONQUEST OF THE FRENCH INTERNAL MARKET

CHANCELLOR

As you will recollect, Michael Latham - always something of a
protectionist - has been keeping an eye out,at my suggestion,

for examples of French misbehaviour which might be relevant

t6 our concern about their programme for reconquering their
internal markets. Michael has now sent me the attached letter
from En-tout-cas, of which paragraph 2 is particularly interesting.
It describes how a French purchaser - most probably in the public
sector - received instruction "from above" to buy the French
product. It also refers to an edict issued internally by the
French Government "to the effect that only French companies and
French products may be used where French public funds were
involved in the financing".

2. Latham reports that he has also drawn this to the attention

» of Neil MacFarlane. I suspect that may not be the ideal way of
attracting the requisite degree of attention to the matter. Is-
there not a case_for having this investigated carefully, which

would presumably mean writing to ﬁzgﬁﬁﬁbﬁdhnd DOT at the appropriate
level, and giving some expression of your personal interest in the
matter? An expression of vigilance by the authorities here on

such matters, however small, must surely make some impression on the
Frenh; for a concerned MP such as Latham to know that we are

actually serious about infringements (apparant at least) of

fair trading conditions would also be a useful bonus; and it might
even end up by helping En-tout-cas and others like them to win

a contract or two at some sta e.

3. I am seeing Michael later on this afternoon in any case,

- -
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since he wants to discuss unemployment and related matters again.
But I think that at some point we ought to give him some kind of
written reply, not least with a view to conveying some kind of
reassurance to Mr Gordon, the Managing Director of En-tout-cas

who wrote the briginal letter.

AN

A N RIDLEY
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D oy

A
FRENCH POLICIES OF RECONQUETE

I have now had the exchange with Commissioner Narjes foreshadowed in the
correspondence between you and Arthur Cockfield. It took place in the context of
a very useful dinner engagement arranged by Sir Michael Butler, giving us the
opportunity to talk together about the internal market generally.

We spent a considerable time on the French position. It is clear to me that Narjes

\/‘h”"‘(ﬂ, is “wholly alert to the threat which it could impose to the structure of the markert,

8 “ranynl | to the elusiveness of French methods, and to the responsibility of the Commission
- for tackling them. He did not disguise from us his concern that interventionist
Member Governments - particularly if they are going to use banking channels -
can, if so minded, influence business decisions in a mannner quite contrary to the
spirit of their treaty obligations; and that, even with the benefit of the powers
under the Article 90 directive, the Commission would have no easy task tracking
down concrete examples. I had the impression that he was less pre-occupied with
the problem of dealing with any infringement if it occurred in such schemes as
those for closer customer/supplier relationship in footwear sent to you by Mr
Crookenden.

He repeated more than once his determination to insist on each and every Member
State observing its treaty obligations and that if necessary the Commission would
take defaulting Member States to court. More immediately it seems that he was
planning on some straight talking with Chevenement and to secure an early arranged






question in the European Parliament designed to provide the Commission with the
opportunity for a quotable statement.

As to that last move, we think it will be sensible to take out insurance. We shall
talk to Basil de Ferranti about a suitable enquiry.

I am sending a copy of this letter to Douglas Hurd.
/%Wﬂ/l AW M
/‘——""""

PETER REES
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From: M E QUINLAN
13 September 1982

MR Jﬁgﬁlﬁ; cc Mr Gordon
Mr Mortimer

Mr Ridley

RECONQUEST OF THE FRENCH INTERNAL MARKET

This is an interim report following paragraph 3 of your minute of 10 August

to Mr Ridley. I have written to the Departments of Trade and Environment about
the case put by Mr Latham's correspondent . DOE tell me that Mr MacFarlane
will be taking up at an early opportunity with the Chairman of the Sports
Council the practice of sports authorities where public grants are concerned.
The Department of Trade are asking HM Embassy in Paris to approach the
appropriate French Ministry about the loss of the Nice order and the alleged

existence of a "buy French" edict.

2. I will report developments in due course.

ey

M E QUINLAN
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From: J E MORTIMER
Date: 16 September 1982

t1>|4
1. MR T OR
2. CHANCELLOR OF THE EXCHEQUER

cc Sir Douglas Wass
Mr Quinlan
Mr Carey
Mr Slater
Mr Perry
Mr Ridley

FRENCH RECONQUEST OF THEIR INTERNAL MARKET

Mr Rees wrote to you on 20 August (letter at flag A) informing you
of the steps he has taken to put pressure on the Commission to
take action on the French reconquest of their domestic market.

He says that he has talked to Narjes (the Commissioner who is
dealing with reconquest matters) at some length over dinner,
Evidently, Narjes indicated that he was planning on some

"straight talking" with Chevenement (the French Minister of
Research and Industry), and would also be securing an arranged
question in the European Parliament designed to provide the
Commission with the opportunity of making a quotable statement.

2. Mr Rees concludes his letter by saying that, if the arranged
question is not forthcoming, he will ask Mr Basil De Ferranti to
put down a question of his own. (I understand that Mr De Ferranti
has subsequently agreed to do this).

3. In our view, these developments are satisfactory, and
represent a reasonable response to your previous letters

%;(eg 3 and 30 June) which were designed to push the Department
of Trade into taking action on the reconquest. In particular,
any pressure that Narjes puts on Chevenement should be helpful
in limiting further French breaches of the EC competition rules,
while a quotable statement in the European Parliament may help
both to embarrass the French and to demonstrate to UK firms
that have complained about the reconquest that their complaints
have not been ignored. '






-4,

» If you agree, you may care to reply to Mr Rees thanking him
for his letter, while at the same time warning him of the need to
maintain a close eye on what the French are doing. A draft letter

is attached at flag B.

!4¥M y i

J E MORTIMER
IC Division
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DRAFT LETTER FROM: The Chancellor

TO: Mr ey Rees Tiu At Mo Lot fazvﬁﬁchﬂ
Minister o ate B !
Depar of Trade S - o4 S o Trude .

Y u
FRENCH RECONQUEST OF THEIR DOMESTIC MARKET
o s Yrehidu! oo Pedu fraey’
letter of 20 August. I am glad

to hear that Narjes will be engaging in some straight{ Ealking
A% #A | by [ W7
with Chrevir:engﬁnt about the' reconquest,i and th at a nged
g cle L» [
: 3/-.1.31,6. before the European Parliament -

.enabling e Commission to make a quotable statemem,;a o=~

what has been happening. ——
\2/:"' I am not sure, however, that we havg hegrd the egd o:F o ¥
[ = Aty Teeh Yoy w
the French’ reconquest. we|
pbey ol e ap

L- a close eye on future developments and : n ixesitate to
take further action if this becomes necessary.
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CONFIDENTIAL

FROM: J E MORTIMER
DATE: 27 October 1982

CHANCELLOR cc Mr Quinlan
Mr Carey
Mrs Hedley-Miller
Mr Beastall
Mr Traynor
Mr Ridley
Mr Tyler

FRENCH BAIANCE OF PAYMENTS

In her minute of 20 October, Miss Rutter said that you had noticed the report

in telegram 978 of 18 October from Paris that the French were planning to take

a string of measures designed to improve their balance of payments - including a
provision that in 1983 businesses would get tax relief according to the proportion
of their cutput which they export. Miss Rutter said that you would be grateful

for comments on these measures, in particular on whether there are any lessons to

be learnt for UK trade policy.

As for the measures themselves, you may care to see the attached note prepared by
Department of Trade officials. The note will be submitted to Lord Cockfield this

evening.

It is clear that, prima facie, some of the French proposals breach the EEC rules -
including the tax relief for exports, the origin marking requirement, and new aids
for investment undertaken by small and medium sized firms. It is also clear

that some of the proposals might breach the EEC rules depending on precisely what
form the proposals take - this applies, I think, to the surveillance of unfair
trading practices in respect of imports, the requirement that all documentation
dealing with imports should be writtenin French, and the suggestion that nationalised
industries should enter into commitments about their exports and imports within

the framework of their planning contracts with the Government.

It is clear that the Gommission are concerned about the French proposals. Apparently,
a large group of Commission officials will be going to Paris on 8 November to discuss
the French Reconquest. It seems inevitable that they will discuss the latest

measures as well.

As for whether we have anything to learn from the latest French measures, you may

CONFIDENTIAL






CONFIDENTIAL

;-
care to suggest at E Committee tomorrow that this question should be examined by
whatever group of officials is set up to look at the proposals in Lord Cockfield's
recent E Committee paper. The point here is that a proper investigation of what
we could learn from the recent French measures would probably require considerable
inter-departmental consultation; this could probably more efficiently take place

in an inter-departmental working group looking speeifically at trade questions.

J E MORTIMER

CONFIDENTIAL






“OMMENTARY ON FRENCH MEASURES OF 20 OCTOBER 1982

A, ENERGY SAVING
i) A new investment programme for energy conservation in the
natiopalised industries

ii) tion of es related t -

me mination and heatineg in shops and publ: b .

iii) JIncreased credit for energy — saving in the low cost housing

sector

There is nothing to quarrel with in these proposals. Energy
conservation, or the "more rational use of energy", is an
established topic for international exhortation. We can hardly
object to the French actually acting in this direction, though the
practical, as opposed to presentational, impact might not be very
great,

B. STIMULATION OF EXPORTS, PARTICULARLY TOWARDS EUROPE, US AND
JAPAN

i) Exemption from 1983 of companies' 30% tax liability in respect
of expenditure on general overheads linked to exports,

1. In the UK legitimate business expenses are wholly deductable
when arriving at profits for tax, but there are no special Income
or Corporation Tax reliefs to encourage exporters. These would
be contrary to the GATT and the EC Treaty.

ii) Improvement of credit insurance cover for short term export

business,

2. COFACE (the French Short Term Credit Insurer) is currently
investigating and speeding up its rather cumbersome underwriting
operations,

. We have no knowledge of any changes proposed in the general
systems but earlier this year, in April, a new type of policy
specifically designed Hr small exporters of consumer goods and
equipment was introduced. Cover is available only for sales on
cash or 180 days credit terms and a flat rate permium of 1.5% is
charged. The policy operates on a grstem similar to the ECGD Short
Term cover with prior approval -of credit limits for each buyer.
However, unlike ECGD, this policy is by way of an introduction to
Credit Insurance ‘and is available for 12 months renewable once
only. Thus any French exporter taking up the option of the policy
and wishing to continue to benefit from credit insurance must at
the end of the introductory period take out one of the other
policies currently offered by COFACE,
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*ii) More aid for commerq}al investment undertaken by small and
hedium sized firms,

4, This appears to mean new state aids to investment, The
Commission will need to examine them carefully in pursu_ance of
the state aid provisions of the Treaty of Rome,

C. NON-ENERGY IMPORTS

i) All products sold in France must in future show their country.
or origin,

br The UK introduced new Origin Marking requirements for a wide
range of goods (textile, clothing, footwear, cutlery and domestic
electrical appliances) from 1 January this year. Although we do
not yet have details of the new French measures we may find it
difficult to attack them as a barrier to intra-EC trade, without
by implication, ocalling into question the legality of our own
arrangements (about which the Commission are anyway unhappy).
Similarly, if the Commission challenge French measures in the
European Court of Justice, they may feel obliged to challenge the
UK order as well.

6. The French decision is bound to increase pressureon us domestic-
ally to extend the scope of our own Origin Marking requirements,
Ministers have so far avoided any commitment to do so, and it would
be sensible to go on keeping our options open on this until we are
clear how the Commission intend to deal, both with the French
measures and with our own.

ii) Surveillance of unfair commercial practice with regard to

imports to be strengthened and the rerouting of goods to be

firmly suppressed,

7. It is not clear what is meant by this proposal. If "unfair
commercial practice" is shorthand for dumping/subsidising I assume
that we would support the French in any improvements in Community
procedures to this end. Again, if it refers to surveillance of
imports from eg. Japan we would be very much of a mind with the
French so long as Community procedues were involved. What would be
difficult would be if tightened French national procedures were to
result in diversion of trade to other Member States, including the UK.

8. The meaning of "re-routing of goods" is equally unclear.

It may refer to firmer action against attempts to undermine quotas
tiough imports of goods in free circulation. This is a favourite
hobby-horse of the French but it is difficult to see what action they
can take since powers to prevent free circulation under Article 115
of the Treaty lie firmly and totally in the hands of the Commission,
We would certainly support the French in trying to get greater
national powers in this area but this goes so much against the
concept of a "common market" that success appears virtwlly
impossible,

iii) All documentation accompanying imports passing through

customs to be written in French,







This measure might be, interpretted in at least three ways;

a) quiteliterally as meaning anything passing through
French Customs; the least likely - France would gain little
in terms of her trade deficit from the collapse of the

Community Transit System; or

b) it oould apply to all impats destined for home consumption;
much more likely, but this would still entail delays for
goods in transit, and have the most significant effect on

UK exports; or

c) it could be restricted to imports from certain countries eg
Japan and USA or to certain categories of goods eg
particularly sensitive goods already subject to licensing
with comparatively little effect on UK exports.

10. A number of Community Regulations covering movement of goods
state that the language used in documentation is to be specified

by the exporting State but that the importing state may request
translations "where-necessary". France would certainly be in
breach of at least the main Community instrument, Commission
Regulation 223/77, in insisting that all documentation accompanying
goods must be written in Frerch. But requesting translations for
some documents is quite legitimate (this is current UK, and French
practice). Nearly all documentation for British exports to

France handled by HM Customs is in English. The main customs entry
document for imports into theUK from France is in English; supporting
documents are in French (usually.)

11, If all imports intended for consumption on the home market
were covered by the measure, the impact on UK exporters would be
considerable. As well as the increased scope for delaying tactics,
for which French Customs are already renowned, and the associated
costs involved, additional expense would be incurred in having
documents translated into French. This could be sufficient to deter
some, probably smaller, exporters altogether, to stop others
expanding and discourage vthers thinking of exporting for the first
time. There would be problems too at the UK end since HM Customs
would require English translations of documentation in French
before Community Transit Documents could be authenticated.

12. If this new mess ure does cover intra-Community trade, it runs
counter to the considerable effort being made at present to make
more of a reality of the internal market by simplification of
documentation and frontier facilitation.

D. OTHER MEASURES -
i) Nationalised industries to establish before the end of the
=== - = (]

e t
of their foregin exchange transaction

2 nreci n TUuty N o
within the framework of their planning contracts with the
Government,
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3. As far as the measures aimed at nationalised industries are
concerned, it is difficult to fathom precisely what is involved.

It appears that the industries will be required to draw up an account
of their imports and exports and comply with Government instructions
on how the balance should be altered (presumably by fewer imports).
The first seems just an information exercise, but the second looks
suspiciously like a breach of Article 30, if it involves specific
Government encouragement/instruction to reduce purchases overseas.
If so, the Commission have shown themselves ready to react strongly
in such cases. How effective these measures are likely to be is
uncertain, There must be a possibility that informal pressure is
already being applied to the nationalised industries and that this
announcement is more a question of demonstrating to the French public
that something is being done (even at the risk of incurring the
Commissbon's wrath) rather than a major departure in policy.

ii) Commercial negotiations to be begun (and continued) with
several countries, within the framework of traditional,
bilateral contacts, with a view to restoring balance to
their trade with France,

14, On the face of it, commercial negotiations, whether inside or
outside tranditional bilateral contacts, would be a breach of
Article 113 of the EC Treaty. That said, Mrs Thatcher certainly
spoke bilaterally to the Japanese about trade patterns on her

recent visit and the offence hangs on what is meant by "negotiations".
The drafting certainly seems infelicitous. The Hijzen declaration
of 17 June 1976 restated the Commission's view of competence in this
area, It was provoked by efforts to secure bikterally negotiated
Voluntary Restraint Arrangements and Hijzen warned that the
Commission would be prepared to assume its responsibilities in this
area, He specifically referred in this context to arrangements on
the basis of a clause in a bilateral agreement. We therefore expect
the Commission to take a cold view of this measure but there can be
no doubt that there is room for a certain amount of bilateralism in
trade matters.

iii) The transfer of patents and licences abroad to be strictly
controlled,

15, The scope of this measure not clear though an aritcle in the
F.T. suggests that the aim is to control transfer of technology ie,
foreign markets should be supplied from France, rather than from
licenced foreign firms.

16. The direct impact of this.on UK would be small. In slightly
longer terms UK companies prevented from obtaining licences on
French-owned patents could apply for compulsory ones under UK

patent law. Existing licence agreements are unlikely to be affected.

17. It may also be the intention to restrict the assignment and
licencing of French patents (ie. patents granted by France) so that
foreign companies cannot operate them in France and then export any
profit,.

iv) National service Volunteers to be increasingly directed
towards overseas activity.

18. There seems to be no reason to complain about this proposal.
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E COMMITTEE, 26 OCTOBER: TRADE POLICY: OUR RIGHT TO IMPOSE IMPORT

CONTROLS

Miss Rutter said that you would like to know about our powers to

introduce import controls.

2. Under the Treaty of Rome (Article 30) we are not allowed to
introduce controls on imports from other EC member countries.

T Import controls on goods from third countries can be imposed
by one of two routes (Regulation 288/82):

(1)

(i1)

Route 1. We asked the Commission to impose import
controls on our behalf under Article XIX of the GATT
(where import surges are such as to cause or threaten
serious injury to domestic producers). The Commission
will investigate the facts and make a recommendation to
the Council. The Council will then decide (by a
qualified majority) whether the controls should be
introduced;

Route 2. In an emergency, we can introduce import
controls unilaterally (again using an Article XIX
justification). We must, however, tell the Commission
at the same time. The Commission will then investigate
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the circumstances, and report to the Council. At the
end of 3 months at the very latest, the Council must
indicate whether it approves the action we have taken.
If not, the controls must be withdrawn.

L, It is, I think, clear from the rules that, in the event of
opposition from the rest of the EC, we can at present take unilateral
action against damaging import penetration for no longer than

3 months.

A

J E MORTIMER
IC Division

Paper by the CPRS (E(82)72)

This paper from the CPRS has Jjust come in,

2. In paragraph 5, it suggests that consideration should be
given to introducing a somewhat wider range of possible measures
aimed at limiting imports of cars from Spain. These include

(in addition to the proposals put forward for consideration by
Lord Cockfield) pressing our EEC colleagues to support us in the
event of our having to introduce quotas on imports, persuading
Ford, General Motors and BL to show greater UK preference in
their vehicle manufacture, and requiring car firms to show clearly
the country of origin of each vehicle sold.

3. We.(and IA) think these ideas are all worthy of further
consideration.

e

J E MORTIMER
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