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: t{tnJgtcrg conflrn the concluston provlslonally

reached by the' oo tr$ and 15 Januaty tgstr readlng as gorloçs
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:ì0¡lN LiixeÞtgüuËG AT¡{ËN$

FORËl0N AFFAIRS t0U1¡ClL r 26 OCTOBER 1952

198¿ REFIJ¡{t05

F0LL0'dtriG ls THE TEXT ûF ltig Cou¡¡ClL C0NCLUS lONS l\S AßREED, SllB*,,[CT

TO FRAI'ICg ? S {ìENERAL RESERVE.

CONçLUSIONS OF THE FÍ}REIG¡¡ AFFÂIR$ î'IIITISTEN$ OI¡ CCI4PEilSATIOI{ fO

Tr{E ur¡ tTID K trçGt0M FoR 19ü? ( 1)

1. OlJ THI ËÂ$15 0F THE C0HÌ.'ilSSlûtt'S ESTIüATE (+], tOllPEilSÂTl0N F0R

THÊ UiltT[Ð Kn¡tD0f4 F0R 198â IS FIXED ÂT 850 tilLLlûi't €CU (NET).

2. C0,1R[CÍl0]¡S Tû DE i.iÂüÊ FCÊ 19j3t Å¡¡t l-r,81 lil rHF LISHT 0F Ti{Ë

LCTUÁL FlçURES, t',,ilLL gE TÂ{Ël{ li{T0 ÁCCûU¡lT ',iflE¡i rliûtTlÅiltl6 THE

suSSiQUEr¡T sùLUlIfft.

.". ÅT iHÂî T I i'ÌE , AnJUSTi'lËl¡TS U I LL !€ tlAÛt t l'¡ ilI ivËitï T'¡JÂT T]'lË

ACîUAL FlCUtli PñtVES iû 8E illGHEF Cíì Lilìi¡ËR Trl¡11'¡ iltE 1?32 3ÂSË

REFIRRTÐ TO III PÀRA{ìPAPH 1.

lF Ti'lE AtiUÀL F tçURE t$ älûl'lËR T¡'lÂi,¡ 1t1,3 fllLL ltlil ECU ¡UT LClJiR

Í{'rA¡l 15gO t4 I LL l01r e ÇU , THE i'jET CC;iPËi,iSrlT lÐi{ ÍC Tllt Ul¡ lTtÐ ( I ¡{SÐ03 I 5

UriCHÂi16EÐ. lF THE ¡\CTUÂL F lûtiÊE lS H I ûHË¡? IHÂ¡¡ 1.3üû 11l LL l0N ICU tUT

Ltl.{tn THAr'r 1?lû r'ilLLlOl¡ ECU Tit[ ¡JET COi4pEilSATtOil lS tfiCRÊAsES tsY 9í]
PTR CE¡IT ÛF lHE OIFFERTilCE ËET!{EEf¡ THE ACTUAL FIçUP.Ë Àil0 153CI f'IILLISîT
gcu, tF T¡rE ÂCTUAL FtCUÊE tS HtfflìEÊ ÎHÅÈ¡ t?3ü ¡'1tLLtCI¡t [Cu, THE r'.tFT

ûül'iPEilgÅTl0¡¡ lS lliCeEÀ58Ð r'{ 75 illLLl{-1U ECtJ ?LUS 7rr pEÊ C[Ì'lT'iF T¡'il

ilFFi:ntì'lCÍ IET'r¡ãË:rt iile ACT',JAL ílCijR[ '1¡lC li]C i,llLLltiil lCl.,i.

f F Iilt ,\CTuÂL F I ût.jiìE li LC'rt[iì I'rlAri 11Ì]i-1 l! ILL l,.liJ riì.J , :uI :.1 lililEF

DOl
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ÏiìÅôl 1l+¡.lt 14tLL lCi.i [:CU, riiI i.iãT Cûi,ìPt]11ÅTl'J¡t TA TitI r,j.¿tTÊ.1ì H lÌ,tG]oil
l3 lJtlcllÂ¡¿ûEIl. lF THt .'iCTlJ¡11 F låUíli tS 101,JÍit TuÂ¡,i tr.r.,t ;:n-L t0l iCU,
'l'iiE ¡l€T c0{iPE}i5AT lü}: T0 THE r-r¡; tT:} ¡{ I iltL'ì0i.} l$ fìt¡uCIi ?y Áiì Àt,i{)i]f,¡T
i:ilJÀL Tü 71 PEË t[;TT cr r¡'l[ ûtFrrÍiriicÊ lIT',rr;ilì Tt.tI ACTU.it- F t5ìJtE Åtit
113U ';4 ILL l0r¡ [tU.

,¡r TllÊ iillnntrlÂDv trÉrr¡"? ¿ri r,¡- h..rèr'.+-'. ¡¡,i uu!uL¡ôFr Ë.¡-i¿vi tJr trlL i'¡lL.5i:l¿T ÀcíìEfiiEllï 0¡¡ cùriPEl;çÅTlLlti
TÛ fHE Ui¡lT[Ð Kl;'lûÐC]F'l FCR 1?32 C¡t T¡1Ê ttili'tUf{tTy ¡iUÐ0[T FCF lgAA,rJtLL
3t t li'llTËÐ Tri THÊ Àf'lrlUllT C0ÊFESpül'¡E tì'Jû TC iHI iiIT cOl.ìpEitSÀT trii..¿

f4ËtiTt0¡lED li'¿ PAR¡,ûRAFit 1.

i. ccll.lFËllsATl0l.¡ Ic THE uHlTil) Kli'r6D0r4 r¡tLL Àí"10uilT I0 1n.:)a i.ltLLttli,¡
ECU (tR0SS)(++), lT ulLL T¡lKS THE F0iÌH 0F ÄlillTlC¡lAL i¿[ASUfiES tftTi{l}¡
THE ilEAT¡Ii,.f6 OF REGULATIOI,¡ ¡.IO 2744/8A i/HICH UILL NE rXTEI¡DEN A¡iI
AÞÀPTEÐ ¡lCCORD II{çLY. APPRüÊR IAT IONS TO TII IS E;,ID þi ILL BT [ruT[íìE D ! }J

THE CO}lilIJIIIfY BUDGET FOR 1982. THF TOTÄL Åf4ÛUIiT ì'IILL DË ADVTIIICED TO
TI¡E UI¡ITEÐ KIi,IGÐ0i.1 BIFORE fI{E ËI:} OF DECETIÐER T3S?. $UftPLUSES I{HITI
E;( lsr FRrll4 THË 19s1 ¡ti.¡D líisa iìLrDct:T yiÂfis i'J ILL sEÊvI ir] F I l:rixci rH ts
c0t'1Pi NSAT l0t¡.

tF ïi{E Fl¡tÅ¡{ctAL ¡'tEcHr\iltsi4 ytELDS,lfty pÀytìE¡iT Tt Trtr u¡itrËt,
K lliGÐûÈ4 FtR 198?, THE il¡lûU¡lT 0F gUCH plly¡J[t¡T 'fÍlLL tsË tËDutTi] f i?ori
PAYTiE¡,lTs r0 THË uN trEt K lli6t,J¡i uil0Enì lHE AaÐ lr lii¡tAL t4[,qs¡Jfi[s.

5' COi'iI,tUNITY R[SÛLIRCES utILL gE ÂLLOCÂTFÐ Tc FRcJEcTs OR þli,1SURES

0F ctM¡luulry n{TEREST lt{ cERr4Ä}ly, T0 TÂKC ACC0ufrT cF THE }rãE} T0
II4PROYE TH€ ÐUOGETARY II4PÀCT OF CÛ}Ii,iON POL IC IEC 

'I'I 
THÂT COUI,¡TRY.

Tì{asÊ c0l4}{ui\¡lTY RES0UÊcES'itlLL AFÍ0ut'}T Tc !Ë¡a tttLLtßt{ Ecu {¡:ET) {lR

2!.CI l{lLLl0l¡ Ëûu (GiT0ss}{+*}, THI piCIJÊcrs ¡\¡ln i4E,xsuRFs utLL eE
cARRtEî ûuT tN 1983" TltE pAyr.lCltTs !JtLL iìE t-rt,äF i:CI LÅTrR iiiÁir 19à3.
Ti-iË RËsOui?cIs ¡¡Eei]Ë0 Ë0â THts i{tLL pç Fr{TERËt ilJ THt tt32 3UDCET.
5U'.ìPLUSES IdHITH EXIST FROi.l TI1Ë 1931 ANT 19.iI? åUÐGET YTAF.S \,fILL
SERVE TO F I¡ìÅIITç T}tESE PRùJECTg ÂI.¡D f'iEAsUREs. PÂYI4Eì.¡TS .dlLL ßT i,!AÐT

Û¡¡ THE BÂSIS OF Â RÊ{ìULATIÛ¡t BÀSEO OI'¡ AFTICLT 235 TO EE PRÙPOSTÐ

Iry THE C0!11-rt5st0r'l. THI t0T/\L Âi.10Uüî ütLL i'E CCfir.itTTEÐ ftFîî[ Tr{E
Ii{Þ TF !T{:EIlBTR L992, AiVAüTE PAY}IEIJTS IN:.?S2,{RE i'OSSI3LI

7. THE i,II¡.IISTE!TS U¡IDÊRTÁ(T TO TÀK€ A D[CI5IL\II 9ÊFOÊE TIiË:ìfT üF
il0Vgl"!9ER 1902 Ci,¡ THE StrgsËCUENi S0LUTl0iq.

(1) RËSERVATIOh¡ BY THE FREI.ICH TÊLiûÅT IOil
( + ) 1i3,3 l'41 LL I CN ECU

¡++)THË ADJUSTîIETJT ÛF THE (ìROSS F ICURËS I¡i P]\3ÅûRÅPH g TO r¡lKE
ÄCC0UllT ûF THE PtlsSlÞLE g0afi[CTltl.rS ,ÉûRãSEf ¡{ ttr pAtì¡\iìF;,1pH ] ¡g i,1¡¡1
ÅS THË ADJUSTI4ENT OF Îi1E SRCIåS F I CURS I¡{ PARAçPÄPH ó, ÂüCOÊD I$]G TO

TtìE iüfìf4tTt4gilT iÅKË¡¡ tly tlt¡itsrEFs st't ¿5 ilAy 1?e2 tr{ FÂv0UF 0F
G[Ê14Àr{y, t¡ ILL ÐÊ it;TiR[Ð ${ TtiE ÌuÐGET rcR 1g¿j3.
THE 0ÊCSS,l¡!0tj¡¡T$ þIAVE BEIi¡ CALCIJLATÊ] oti ThË ¡AStS 0F Tti[ !/.AI

sii.ÅRES ûürrTAt¡r[Ð tÌ1 rflË;UûcE7 cF Tilr EELEVÅriï;:utc[TAËy yiÅÊ" lrrËy
'llLL ÐE ¡1ÐJUSTE' 50 its TÐ iìEFLSCT fHË ACTUÂL VÅT l:lûtieES tF Täf y[ÅftS
I i'l '"'UËST l0li.

Ê'Cil ÀlV¡,i{CE T0 I

FCO

CAÛ

TSY

í:,S/50S IvAllS il/¡¡INÂY SPReCKLEY FPY

PSIAtìr,1STnûit6 |tAitc0cK tuR tI
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NET CONIRIBUTIONS TO lHE AI'LOC¿.IED BUÐGET raillion ecus

1982*

Before After
UK Refunds

-2A60

_ 814

-185O

-1846

19at

After
IIK Refunds

-2211

(-1816)

12

G 770)

Before

-17ro

(-rao)

-1422

(-zt+o)

'198o

After
IIK Refunds

-19r7

(-1621)

t77

(_ 609)

Before

-1126

(-ttgz)

-1512

(-tra+)

1979

-147O

849

Germany

(ls envisaged
in JO Yay

Agreement )

United Kinsdom

(,qs envisaged
in JO IIay
Agreenent)

Source : Commission (except 1952 estinates).
* Estimates based on a German net contribution of 185O mecu (before refunds) a UK net contribution (before

refunds
refunds

)
)

of 18OO mecu (increased to 1846 mecu after allowing for the UK's contribution to Gernan





GPS 6øg CoÌ{FIDENETÀT'

@ilFl DEI¡TI rL
FRA}TE GENERÄL

FI UKREP tsRUSSELS frø9'87, I'IAY 8ø

10 FLASH FCO

TE E€RAn ttuttBgn ge¡¿* dr 3ø ilAY .

.tnro pnion¡rv BRussELs, coPE¡lHAcEll, THE HAcuE, RSHE'

Rln'is, BoN!|, LuxEt'lBouRGr

DUBLlil,

't

FOREIGN AFFAIRg goullclL, gg-7ø t4AY-

@ilVERGEN gElBUDeFTARY QUEsT I olls'

l,llPÎr FOLLOUIIIC tS TEXT 0F COllCLU9lOÌlSr 
.

L THE ilgr UiltTED Kll{GDOll COllTRlBUTlOtt FOR 19Sø rlLL BE ì

gttcrJLATED Otl THE EASIS OF THE PRESEIIÎ goillllgsloil- EsTlllATE''

(1r?8f t{Et A). 111?5 I{EUA rlLL BE LEDUSTED FRoH THtg FIGURE.

nis Le¡vgs A urlrEn t(ltlcDot'l gollTnlgur¡gtl 0F 6ø9 HEUA FoR

19lEø.

a. THE xrf UN¡TEo xlnamx COtlTRlBuTloll FoR 1981 ì¡llLL BE'

CALCI,LATED OII THE BASIS OF THE COI'II'IISSIOT{ ESTIHATE OF

Z,LIú I{EUA. THE UtltTED KINGDOII'S 198ø NET C0NTRIBUTIoN UILL

BE I¡ICREASED BY A FERSEI{TACE EQUAL TO THE D-IFFEREIICE BETUEEII

1,78tr ANII ?,1åø I4EUA, AåHELY l9-9 FER CEIIT 0R 121 I'IEUA' THE nEr

r.n¡feo fiHemn coilTRlBUTlOl{ FOR 1981 THEREFORE BECOÎ.îES 7:ø IIEUA¡

3. THE unìre¡ xittc¡or co.ttTnlBurloll, BAsED 0N THE ABovE

GALCULATIOilS, lS REDUCEII FOR 198ø AftD 1981 BY Pr585 HEUA

(1,1?5 PLUS 1,41Ít). !

¿¡. lF THE UlllTED KlNGDOl,l'S AgruAL soìlTRlBuTloNs FoR 198ø

ÂltD 1981 ARE HIßHER THAII 1,?84 AND 2rt¡ls IIBJA RESPECTIV€LY

T}IE DIFFEREIICE IIILL BE SPLIT - FOR THE FIRST YEAR 25 PER CE}IT IdILL

8E BORIIE BY THE UIIITED KII{GDOI'I AIID ?'- PER CEìIT BY THE OTHER 8

Î.IB{BER STATE,S. FON THE SECOHD, YEAR - IÎICREASE FROI{ 73ø TO 75ø

TO BE BORIIE IH FULL BY lHE UIIIÎED KIIIGDO}I¡ FROI{ 75ø TO 8'ø,
S FER catf T0 BE Bo¡t{g 8Y THE Uil¡TEI¡ xiHcool AND 5ø PER cEilf Br

THE OTHER I tl8lBER 3t¡feS¡ ABoYE g1st, e5 PgR CEI{T TO BE BoRNE BY

TttE UII¡TED KIilGMH AilD ?ã PER CENT BY THE OTHERS.

'. 
PAY}'IE}ITS OYER-THE PERIOD 198ø-82 SHOULD BE Î'iADE BY I'IEAIIS

OF lHE ADAPTED FIIIANCIÂL HECHÂNI-SI'I AI{D fHE SUPPLEI{E}TTÀRY

MEASURES PROPOSED 8Y THE COM¡IISSION. THE FINAI¡CIAL

I4ECI{AIIISH WILL gOIITIIIUE TO FUNCTIOII AUTOI4ATICÀLLY UNTIL lHE

B¡I' OF Tg82.

6. THE cREDlTs ARE tNscRlBED lN THE BUDcET oF Tl{E FoLLol{lt{G

yÊAR, FoLLo!¡¡ilG THE PREcEDEttT oF THE FlllAllgtAL. HEcHAlllst'l.

AT THE REAUEST OF THE UIIITED KIIIGDOI'I THE çOUNCIL CAII'DECIDE

EACH YEÂR OlI A PROPOSAL BY THÊ COI4I'I'ISSIOH TO I{AKE ADVAHCES

T(¡ PERI.IIT THE ACCELERATED II4PLE}.'IENTATIO}{ OF THE

$JfiII.lPL E{ ENT AR Y I{ EASU RES.





% FOR 19a2, THE c0Î'lHu!¡trY ls P|-EDGED To FEsotvE THE
PROBLEI.I BY HEATTS OF STRUCTURAL CHAIICES (COMÈIISSiOII î{ANDATE
To BE ru¡-riu¡,so By TuE ErD oF JUNE r9s1. r*E ex*ï*üïõ* -
ïouLD coilcEnH THE DEVELOPT'{EI{T oF coHr4ul{lr_V poulctEs,
urHouT_clLLtilc tilÎO quEsT'lor rnE coH!4ort rìHmclAL
RESPOilStBtLtTy FoR TlrEsE rorìcìes, lÚnicr lne itNAilCED FRqi,l
TltE @HHut¡lry's ouil RESOURCEq-ïoR rHE àlsìg pntrctfl,es .. , ,.q rHE_.@r,rHo[ AgRtcrrtruRAl pOrîqV. tmi,xc lcsoulr or-ine' . ,
SlruATlOt¡3.A[D tNTgREsrg oÉ ILL r'rEilBEB glATEg, rnis ,

ðilt{iltATlofi ulL! AtH Ì! pREVEÌtÎ THE RECuRREilCE OF
urA.scEprA¡ue siw¡rions Fon Aily oF rxgrr). 

-ï;1H¡s 
is nor

ÆHrEvED, rxe æû${îs.giori riu. nrre pnopösrLs oroiÀ ir.'iiorr,
0F rHÊ resø-sr souwior AnD rHE councîl wiiu 

^cr 
iqiä*oinäi.

@mIDEN!ÎÂr.

8. THE FUI¡CIL REAFFIRHS THE COIICLUSIOIIS ADOFÎED BY i, (¡N
rrs cor,rposìrïou or uir¡srens or Eão*ont; ;;^i*. *o
FlllAi¡cE) Otl tt FEBRUART €Bø f (cF ANilEx,To Doc. zøat/aø
PVICOITS ¡ ECOlr.íH 9¡¡, UrT.iCH INCLUDED REFEREIICE TO THE l PER
carT vAT orfl Rgsouncts ceiutre.

9. IT IS INPONrrrrr FOR THE FI'TURE ÏELL EEIHG OF TIIE
@HHUHtry ÏHAT DAy r0 otv ¡ecisioils mn pd¡-igy r.tÂx¡Îtc sHouLD
Fuilcltoil EFFEcrlvav AlrD rHts pARrtouor"io,lil-ã'i,il ;;;;;
rårEH THE RqyrEw_FoREsEElr iH p¡nrenanÈ-7 is u*oi* *or. trlì*--
ll! 0EJECT|VE ril HtrrD ÀLL r,rE{Bq! sTATEs UilDERTAT(E TO DO
T}IE¡R-BEST TO E}ISURE THAT COHHUTTïTY DECIsI,OIIS. ARE TAKE¡I

_1flltrjoysLY ArtD ur p^RnCIILAR rHrr peosioils òn 
^ä*¡äruro.

ilff_:rxr*G 
ABE rAr(€N rr rîne FoR rHE lrExl n¡R*Erir,u - t -
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- T{E AGRES TO PUR9JE A PRUDENT AND DIVERSIFIED ECONOMIC APPROACHT3 THE U55AR AP_qAsTENru ¡UNCPE, CONSTSTENT WITH OUR POLITICAL ANDsEcuR¡Ty ¡MËRrsrs. ¡r¡s ibluõÉs ær¡r¡.*s iru"ixnee KEy ARF¡s. FrRsrFcLl-owtlG tNTER^*Tíor..Au-oibLE-sr or.,rs r N _¡ANJARy s,JR R:pREsENTATT vESI{lLL wcRK T*ETHER io ñ.eñõve-ãrE TNTER^^TTo¡,¡AL srsrÊM FoRCONTR3LLING EXPORTS F SrAÃrECiC COOOS TO THESE CCUNTRIES ANDNATI OI'¡AL ARRAIGE.F,IENTI ró¡i"r¡rE*ËrçONCEF€¡{T OF SECURI TY CONTROLS.sEcotÐ h'E wrLLL rxc¡¡r'¿cÈ-r'oõnl.or¡oN rN THE oEcD oN ALL AspEcrsoF q'JR ECON0M¡C co¡a¡ncrÀr_ Ãö F¡NAl,¡CrAL REI¡TToÌ.IS w¡TH THE SOVIEIuN¡oN ¡rup E¡srEñf lyRopE; T;r-RÐ, TAK¡rs t¡'¡ro ÁcccuNT E(rsrt¡6EccN3trc A.Ð Frup¡ar- cóNsiöËirnr¡oNs wE HAVE AGREED To HA,ÐLECAUTICUSLY FtI'IAI€IAL NCr-CT¡óG'ïIrr, THE USSR A1Ð OTHER EASTERNEURæEAN COUMTRIT.ì,^¡ry^_E-,C-À-WAY AS TO EN'JRE -THAT THEY AREc3r*Dr,crED oN A SouñD ecoño¡irð'Äisrs, n€rJDr¡.¡c ALso THE NSED FORccM^r¿RcrAL pRLD¡ce_ rru Ll¡ìlïiñc"bxpcRT cREDrrs. THE DEvELopMENT ü-EccNcMrc Ai\D Fr¡.Rr.Jcrer-iËr¡ii'õr.r! vr¡LL BE su3JEcr ro pERrDÐ¡cEx-PoST REvtEw.
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.IE PRDGRESS TvE HAVE ALREADY YADE DJES N3T DIMI N¡ }I THf I.€ED

l .¡R CûNT!t'l-llt€ FFORTS TO ECO¡.ÐM¡5E ON ENERGY, PARTICUL-ARLY
THRDUGH THE PRICE }€CHANISM, A¡Ð TO PROMOTE ALTER¡,IAT¡VE SOURCES
II'CLUDItG Î.¡'CLEAR EI.IERGY Ah¡D COAL, IN A LO¡G-TERM PERSPECTIVE.
THESE EFFORTS I{ILL EA{ABLE U5 FURTHER TO REDLCE O,IJR VULN:-RA9ILITY
To INTER&FTIoNS lN THE sr-ppLY or Et€RGy Ano lNsTABtLtry oF pRtcES.
.COæRATION.TO DEVELOP I€W ENERGY TECHNOLæIE5 AND TO STRE}GTHEN gJR
CPAC¡TY TO DEAL T{ITH DISRI.PTIONS CAN CONTRIBUTE TO O.JR COI.4I'4ON
ENERGY SECURITY. TvE slALL ALSo woRK.To STRENETHEN otJR cooPERATIoN
YJITH BOTH OIL-EXPDRTIIG ATÐ O¡L-II'PoRTTT.G DEVELFIT€ coUNTR¡ES.
- THE GRO'{TH 0F THE DEVEL9PIÎS COJNTRIES AND THE ÞEEPENI|€ OF
A CONSTRL,CTIVE REt TIONSTIP WITH T-IE.J'{ ARE VTTAL FÐR THE pOLtTtCAL
AIÐ ECONgMIC WELL-BEIÀE F TrrE hHOLE WORLD. IT t5 THEREFORE
I}.PORTANT THAT A HIGH LEVEL F FINAhC¡AL FLowS AIÐ oFFIc¡AL A.5SIST-
AI€E gIûJLD BE YAINTA¡NED A¡.D THAT THEIR AJqAJNT AIÐ THEIR
EfFECT¡VEI€SS SI-Iû.JLD BE I¡CREASED A5 FAR AS POSSIBtf ''{ITH REPONSIB-
¡LIT¡ES STARED BROADLY AI'43I€ ALL COUI.{TRIE5 CAPASI-E oF I.TAKIÀG A
CONTRIEUT¡CN. THE LAUI'CH¡¡6 OF GLIBAL T.¿ECOTIATICI.JS I5 A YAJOR
POLITICAL g3JECT¡VE APPROVED tsY ALL PARTIC¡PANTS ¡N THE STJ¡4¡4IT. THE
LATEST DRAFT RESOLIJTION CIRCUL-ATED BY.THE GRg.JP E THE 77 I5 HELPFUL
AI€ THE DISCUSSION AT VERSAIII Fç SIOI.{ED GEI€RAL ADCEPTA¡CE Cr THE
VIET{ THAT IT I{OUI-D 5ERVE AS A 9ASIS FOR CON9JLTAT¡ON5 TVITH THE
COTJNTRIES CO¡CIRI\ED. WE.BELIEVE THAT THERE IS NOW A GOOÐ PRIPECT
FÐR THE EARLY LAUICHIhG AIÐ SL.CCESS OF THE GLCBAL NEGOTIATIOI,IS
PROV¡DÐ T}-IAT THE INDEPE}ÐE}€E OF .THE SPECIALTSED AGEI€¡ES ¡5
GUARANTEED. AT THE SAME TtD€ !{E-ARE pREpAR¿Ð To coNTtNJE Ar\Ð
DEVEL.9P PRACTICAL COCPERATION T{ITH THE DEVEL.JPING COuNTRIES THROLGH
IT\$.JOVATIOhJS TiIITHIN THE WCRLD 3AÌ'IK. THROL,GH PROGRESS IN CoUNTERING
IN.STABIL¡TY OF COt'{t4)DITY EXPORT EARNIt6S, THROLTGH THE EÌ.CCURAGEMENT
9F PRIVATE CAPITAL FLû/S, ltCLUDlr€' INTERl.¡ATtO¡{AL ARRAT€EMENTS T0
II.'PROVE THE COIÐITIOI.IS FCR PRIVATE II.WESTMENT, AiÐ THOUGH A FURTHER
cot€ENTRATIoN 0F trFlclAL AsSlSTAr.cE o¡..t THE pócneR cûuNTRtEs, THts ts.áHY I{E SEE A I\E"ED F3R PECIAL TÊI"PCRARY ARRANGEMENTS TO OVERCOI4E
FuDNlt\G PRoBLEl.rs FoR IDA vl, A¡Ð FoR AN EARLY START To ccNstDERATtJNf IDA V¡¡. VE WILL GIVE PEC¡AL ET.COURAGEMENT TO PROGRAMMES OR
ARRAIGF}IEI.ITS DESIGT.JÊD TO II€REASE.FOOD ATÐ ET€RGY PR9DL,CTION
IN DEVELOPIT.¡G COUNTRIES VTIIICH I.IAVE To IIeoRT THESE ESSETIALS. AN¡D
TO PROGRAI'I'íES TO ADDRESS THE II.4PLICATIoT€ oF P0PULATIoN GRowiH.

IN THE FIELD F 8At¡tCE oF PAYI.IENTS SuPPoRT. h,E LoOK FoR}/ARD To
PROGRESS AT THE SEPTEM3ER II.IT AN¡.¡.IAL MEETII€ T0WARDS SETTLII.IG
THE IIüREÂsE IN THE SIZE 6 THE FUND APPROPR¡ATE TO THE COI.III,IG
EIGHTH gJoTA REVlEh,.
- REV¡TALlzÁTloN.A¡Ð GRgwTrl oF THE woRl-D EcoNo¡ff wtLL DEPE¡,¡D l.{OT
ONLY ON OUR OWN EFFORT BUT ALSO TO A T,A,RGE Ð(TENT UPON CCOPERATION
AMOÌG OUR CU.JNTRIES AI\Ð WITH OTHER CCUNRIES IN THE EXPLOITATION6 SC¡ENTIF¡C AJ.Ð TEChII.¡]LOGICAL DEVELOPMENT. wE HAVE To EXPLgIT THE
IMYË'.TSE OPPORruN¡TtES PRESENTED BY THE NEW TECHNOLæIES.
PARTICULARLY FoR CREAT¡t¡G t€I¡/ E¡,PLDY!!€NT. r{E NEED Tg REMovE
q4RRIERS TO, A'Ð TC PRO}4OTE, THE DEVET-OPMENT Of A¡Ð TRADE IN T.IEW
TECHNOLOG¡ES BOTH IN THE PUBLIC SECTOR AIÛ TN THE PR¡VATE 5E TOR,.g-,R C3UNTRIES I{ILL NEED TO TRAIN I.IEN ATÐ WOMEN IN THE I€W
TacHNOLoGlES Al.Ð To CREATE THE cor*JMtc, sætAL Ato cuLTuRALco¡oITloNS 'dH¡ct-l Altow THESE TEcHNoLrFiEs ro DEvELop AlÐ FLouRtst-t.
ttE HAVE cot¡slDEReD THE REP0RT PRES:NìED To uS gN THESE I ssuf S ByTi{E PRESTDENT ff THE FRE¡€H REPUBLIC. ¡N THIS CûNTÐ(T WE HAVE
DÉCIDEÐ TO SiT LF PROhPTLY A WORKING GRCIJP OF REPRESENTATIVES OFgJR GOVERN¡€NTS AI.¡D .r THE EUROPEAN COI.,T,I.JNITY TO DEVELOP, IN CLOSE
COI.JSIJLTATI ON }/ITH THã APPORPRIATE .I NTERI,IAT¡ Ot.lAL I NsT¡ ruT íOruS,
EPECIALLY THE OECD, PROPOSALS TO GIVE HELP TO ATTAIN THES€.
OEJECT¡VES. THIS GROIf WILL 3E ASKED TO S.J3MTT ITS REPORT TO US BY
JIl DFXEI.EER 1982. THE COI€LI'S¡ON OF THE REPORT AlS THE RESTJLT¡I.G
ACTION WILL 3E COI.ISIDERED AT THE I€XT ECONOMIC gJhô.{¡T TO HELD tN

rgSJ tN THE UN¡IED _qïÀTES 9F AI4ER!CA.

a
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STATEYENT OF I NTER¡{ATI Ol\¿{L M)I.IETARY UI.OERTAKI I,J3S.I. WE ACCEPT A JOINT RESPONSIBTLTY TO WORK FOR GREATERSTABILITY OF THE WORLD }4CNETARY sYsTEI.{. WS NECæ¡JIST THAT THISaEsrs PRII{ARILY of.l coltvERGEt€E oF pollclEÈ oesicr€D To AcH¡EvE LCIwER
l.Y!4Tf PN. !IGHER EI'TPLOY|€NT Ar'Ð RENEivfD Eco¡nM¡c GRDi{TH, Ar,D THUS ToI.'AINTAIN THE INTERhTAL ATO EXTET{NAL VALUES OF gJR AIRRNCíES.
WE ARE DETERMINED TO DISCI-IARGE THIS OALIGAT¡ON II,¡ CLOSE COLL-ABORATI0N I{l Îr ALL t NTF-RESTED coLJr.fTR I ES AND MJI!ËTARy I t¡STt TuTt oNS.2- l{E ATTACH }4AJOR l}'?oRTAt\cE To THE ROLE oF THE tr.,rí AS AMCI€TARY AUTHORITY AI.Ð WE WILL GIVE ¡T OUR FULL 5.JPPORT IN IT5
EFFORTS TO FOSTER STABILITY.
). l{E ARE READY To STRETGTHEN oUR cocpER.icT¡oN wtTH THE ¡tf tN¡Ts WORK oF SJRVE¡LLA^CE¡ Ar.Ð To DEVELP THts oN A MJLT¡L¡TERAL
BA5¡5 TAKIÌ'6 INTO ACCCTJNT PARTICUI-ARLY THE CURREI..¡CIE5 CONSTITr¡ruC
THE SDR.
l+- wE RJLE our rHE usE oF s,,R ExcirAr€E RATES To GÂtN UÌ\FAIR
CCñ4PETI TI VE ADVANTAGES.
5- -!lE ARE READY tF I'ECESSARY To usE INTERVENT|oN tN E(cFlAt.cE ¡/TARKETSTO COUNTER DIsORDERLY CONDITIONS- A5 PROVIDED FOR UIÐER ARTICLE IVOF THE ¡}f ART¡CLES OF AGREEI.€NT"
6. THcsE oF uS t{Ho ARE FTEFaERS oF THE EHS c0r.lslDER TÞ|AT THESEUIÐCRTAKIISS ARE CCÞf)LÊI'ENTARY TO THE OtsLIGAT¡OF¿S OF STASILITY hItICHTHEY HÂVE ALRË.ADY UNDERTAKEN IN T}.{AT TAAX¡WONX.
7. wE ARE ALL cONVll€ED Tì-!AT GREATER MO¡€TARY STAtstL¡Ty wtLLASslST FRE:R FLsrrs F GooDS SERVIcES AtÐ cAp¡TAL- wE ARE
DETER¡4¡NED To sEE THAT GR:ATER MoNETARv STABtt-¡ii ¡¡¡o FREER FLûrySOF TRADE AI.Ð CAPITAL REI¡iTONCE ONE ANOTHER IN THE INTERESTOF ECO¡{OMIC GROWTH AND EI,PLOYIVIE¡,JT.
EtÐs.

2. FCO PLEASE COPY FIJRTHER AS I,¿ECESSARY.
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r: Ile Gerì e ra)w.;'rl. s s ernb 1 y

llavir:g considered the item entirlcd "launching of the
Glc.,bal lìagoti¡¡tions on international econonic coop€rra-
tion for de\¡e1oprent",

1n accorciance wi.rh resolurion 34/138,

1, i)¡ r'i,jr,,s to convene ¡t tJ¡ritc,cl li;¡rior¡r; Cr,nf r:r{,trcr.
lç.,¡ (,'¡L.,t,a). IieguLi¡rLic,n:, c¡f) j¡¡Lr:r'n,rL.i <,r'r¡tl t,cc.lr()ljìjc
caçperaiicn for develop:ienr fror, 3 inay 19E2.Such
n¿gc¡iarions should be acrion-orienred a;rd proceed in
a simultaneous manner in orcier to ensure a coherenc
and intr:g.rated approach to the issues under negoci a rioirs;

2. Decides thát the Conference ui1l" funcrion throug.hcruE
anC rÊacìl åArecrnÊnf on rhe basis of consensus

3. Decides that tÌìe Conference
phase establ ish the procecìures
for rhe GlobaI liregotiations ;

çil-1 in a prel irninary
agenda and rinreframe

4. Decides that the Conference çi11 e>:ercise tlre central
role in che Global Àìegoriacions. Tiie juridiccio¡r, corrrpe-
tence, functions and powers of the speciaLized fora
within the United liations s),st-en¡ will be respected ;

5. Decides rhat ciue attention shall be given in the
preliminary phase to the inrer-relation-siiip between
the cencral role of the Conference and the speciåIize¿
fora r.;hich, togecher r,'ilh the acì hoc groups it may
create, r,'iÌ1 be entrusIed with specific agencìa irems
or parts ¡liereof . Borh [he specializ-ed f ora and the
ad hoc troups wilì. pr-oceed ç'ith their wo:'k c,n tire
b¿sis of the relevant and åpÐrcìpri:te o'ojectives and
guiiarice É'siablrshecì b;' cÌre Conferenc.: ;

6, Decides co accord high priorit¡' to rhe Conference
in relarion to oiher Unire<ì liations actir¡ities excepl
rhose of the princi pa1 organs establ ished by the Cha¡Le¡
of Lìre'ijniced 1.,¿tions in respecl of facilicies and
scrvic¿s and reouests rhe Secrerer."'-General to provide
t necessary docunnentaEion to the Conference

7. Decides that the
General Assemblv at

Conference will report to the
its rhirry-sevcnth session.

P.r,'cil1ing l_i¡e rcrc,lr.lLion 34 / I

the Cc:nfererrce wl ll enrer
the sulrs tant irre pirao e

é,s soc-in esi a consensus i.s rce

r^¡i I I be
Conf erence

re.spccted b1' tire

r¡irh tì-¡e ad
c re¡i r e r+i rhou t

hoc Sroups
dupi icaE ion

rI
l\t 

,

of c:.:isr-iu¡r epÊr-cÞrlate
ç'rL1 be entrusted
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ANGLO-GERMAN SUMI\,IIT

28-29 oCTOBER L982

POLAITD

Brief by Foreign and Commonwealth Office

POINTS TO MAKE

1. Ban on Solidarity odious and tragic; will deepen popular
distrust of Government.and weaken prospects for peaceful
reconciliation in Polandr orl which ultimately depend economic
and political progress.

:|

2. UK position clear:
further obstacle to the
with Poland.

deplore this retrograde step. A

restoration of more normal relations

3. Unrealistic to expect early improvement of situation in
Poland but West must continue its efforts to persuade Polish
Government to fulfil undertakings to restore renewal and

reform. Must continue to work together closely in Ten and NATCI

to ensure \^¡e adopl lhe most effective policies-.to achieve our
common objectives. :

Rescheduling (If raised)
4. Strong financial case for official rescheduling; could be

presented politically as consistent with firm line' ending the
free ride Poles currently enjoy anil bringing PoIish Government
to book. But must proceed on basis of Alliance-wide agreement.

WP. CAl ABG
CO N FI DENTIAL



CONF¡DENTIAL

BACKGROUND

1. On 8 October the Polish Parliament passeC new trade union
legislation which dissolved all previous t,rade union
organizaÈions including Solidarity. This has been condemned by
both the Potish Church and the Vatican. The underground
Solidarity organization has called for a 4 hour proÈest strike
on 10 November ( the second anniversary of the registration of
Solidarity).

2. Shipyard workers in Gdansk (the birthplace of Solidarit,y)
demonstrated on 11 and 12 October. Demonstrations in other
cities have also taken place and one person was killed by the
security forces during riots in Nowa lluta on 13 October.

3 . t'fost NAlCI partners including the UK ( see Statement
attached) have condemned the action as a ret,rograde st,ep which
will make the normalization of relaÈions with Poland more
difficult. President Reagan has announced the suspension of
Polandts Most Favoured Nation (¿r{FN) staÈus; although this has
not yet been formally approved by Congress.

4. At an informal meeting on L6/L7 October, EC Foreign
l4inisters agreed food aid to Poland should be continued but
showed no enthusiasm for withdrawing MFN. A reinforced meeting
of t,he North Atlantic Council on 20 October confirmed that
there was no support for further sanctions. It was agreed that
NAÎO should prepare for a further statement at the Foreign
Ministers meeting in December.

5. Commercial banks have reached provisional agreement eo

reschedule 1982 debt,s, rtleeting in Paris 23/ø October to def ine
and cost the options open t,o official creditors. But United
St,ates political opposition is likely to prevent any talks with
the Poles being held for the time being.

Foreign & Commonwealth
20 October L982
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iìETRACT

r'ITIi SPOKESJTA¡¡

SOLIDARTTY

_ l{er tr{a,jesty's Governmerìt, rvhile rvishing 1,o develop r j-sre1¿tions rvith Polancl ¿ncl the polish people, strongly cìi:ploresthe reccnt ilction by the polish regime. against solicâritrv.
The clear" intenti-ou of the neiv legislat j on is to ef f ect thedi:;solurion of. e free rr¿rcie union ivhj.ch before the imposition
'¡f m¿rrtlal 1¿rrv rn Decernber lggl (nineteen-eighty-one) hadthe support c¡f ten mil'lion mernbers.

lllviG regnrds the ¿r-c tio¡r iaken â-s co¡l Dïary to tire:
ob j ecti-ve sta.ted on several occa.sions t,5, the Þolish leadershi¡rit: _seekrng to .'justi-fy ma.rtial laiv which ry¿rs to establish uniiyand the process of renerval- and reform and to îesume ilredialogue lvith the r¡a¡'rous elements of polish society. r.t is¿rlso illcc¡nsistent ivith the spirrt of the i{elsinki Fin¿rl Act.

This deplorable acti.on rend.ers the r(]sumption of genuineclialogue in Poland ver], dlfficult and indeed 
"rgg*=t" that thepolic-v of the polish Government is one of cc,nrrõãtationr:atirer rhan reconcÌl-iation. As the Foreign Lfinisters of ilreAf lantic A11i¿rncLr sratecl on the 1l (eleven) January- lgAZ(linereen-eighty*two) : t tonly rvith reconciliatio¡i andgenuine negotiation can 'r;he basic rights clf the polish peo¡r,ieand lvorkers lre protectecl and the econ.:mic ¿r.nci social fr.rgrur5of the countr-v bc securedr,. HllG regarti this ciÀv.;ioimentas constituting a furtlrer obst:,rcrc' to the restoration ofnormal relations with polancl.

iiNDS LA'l']j SFOI{ITSXIAN

cjiNTtì,ol¡otìtr{ Lo}tDo¡{

i.iNNN
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THIS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT

PMVX (82) 11e coÞY No $

19 October ]-982

ANGLO-GERMAN SUMMIT

28-29 oCTOBER 1982

NORTH/SOUTH DTALOGITE

Brief by Foreign and Commonwealth Office

POINTS TO MAKE ( TF RAISED)

1. Important that all Summit partners stay united around
position on G1oba1 Negotia.tions established at Versailles.

BACKGROUND

2, In March L982 the G77 produced à new text for launching
G1oba1 Negotiatlons, which was recognised aS constructive and

moderate. At the Versailles Summj-t President Reagan bowed to
pressure to accept the text as a basis for consultations. Four

amendments were agreed. at Versailles by Heads of Government and

put to the G77. They have accepted two of these, and produced

two counter-amendments.

3. All EC and OECD delegations at New York have endorsed the
Versailles position on G1öbal Negotiations. Soundi-ngs i-n G77

capitals ind.icate that G77 will not accept the four Versailles
amendments wlthout à further move from the West (eS an

interpretati-ve statement). Some countries eg France and the
Nordj-cs, are pressing for more f lexibility by the lVest. But it
would be a mistake to change the Western position nolv or to
break Western unity. The Versailles amendments remain the only
realistj-c way in which G1oba1 Negotiations could be launched

with the consensus of the lt/est.

CONF¡DENT¡AL 14.
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4. Next major North/South events are the GATT Mlnisterial
Meeting (24-27 November 1982) and UNCTAD VI (June 1983).
Global Negotiations should not be allowed to distrâct
attentlon from these meetings.

Foreign and Commonwealth Office
19 October 1982

CONFIDENTIAL



CONFIDENTIAL

îHIS DOCUMENT TS THE PROPERTY OF T{ER BRITANNIC MAJESTYIS GOVERNÙIENT

PMVX(82)11 t copv rqo. $

19 October 1982

ANGLO-GERMAN SUMMIT
28-29 oCTOBER l-982

UNLOSC

Brief by Forelgn & Commonwealth Office

pOINTS TO MAIG (if raised)

1. Regret failure to achieve consensus in these negotiations.

Examini-ng texts in light of UK national interests and views of

other governments. Ministers meeting to decide UK attitude to

signature next month.

2. Share FRG concerns about deep sea mining regime; believe

that in the long run system which will attract investment funds

and provid.e security ca.n only exlst i-f there is general agreement;

in short term need to keep our options open.

3. Convention covers other aspects of great importance to UK

Government includ.ing continental shelf and navigatlon provisions.

4. Above points have been similarly made to recent US hj-gh leve1

emissary (Mr Rumsfeld).

1
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tsACKGROUi\TD

5. UNLOSC met agaln in New Yrrrk on 22-24 September.

British/French/German exploration of possibility of obtaining

improvements to deep sea mining texts unsuccessful. Final

Session in Jamaica on 6-10 December, after which Convention will

be open for signature. FRG have not yet made up their minds about

signature. Nor have IIMG.

6. Convention covers much besides deep seabed mlning. In

many of these areas (navigation, contlnental she1f, marine

pollution) balance of advantages 1n Treaty are in our favour.

But deep seabed mlning provisions present problems. lTe are

anxj.ous to avoj-d challenge to our seabed mining companies under the

Convention, while at the same time safeguard.ing them under US

national legislation. Possible resolution of this dilemma

through signature of Convention and conclusion of a Reciprocal

States Agreement with US and others. We are also keen to safe-

guard important defence interests in connection wi-th Gibraltar

and Gulf. these arguments now being consldered urgently at

official leve1 pending submission to Cabinet Committees for

decision in November.

Foreign and Commonwealth Offiee

19 October l-982.
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ANGLO-GERMAN SUMMIT: 28'29 OCTOBER 1982

When we met under Robert Armstrongrs chairmanship this morning, I spoke of the
opportunity rhe Summit provided for assessing current developments on the 4320 in
advance of the Anglo-French Summit.

We agreed that it would be appropriate for the Chancellor to discuss this with
Counf Lambsdorff on the basis of a note by this Department.

I attach a note for inclusion in the Chancellorrs briefing. Amendment may of
course be required in the light of anything which emerges on the Franco German
discussions.

W

lo*^ tr,. vc, "t/'^'¡,

Peter Carey

(approved by Sir Peter
and signed in his absence)
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Arntsus - A32O

t{ith the A1ræ/L¡,1o wiôe-bodied aircraft estaþliehett in the oivil aÍrllner

narket, airbue Inôustrie is considering a proglalme for the next generatlon

of aircraft. Ítre A320 single-aisLe 15O seat alrcraft is the front !üDroro

rt is ôeslgned as a rep!'acenent for the pæsent geaeration of na'rrow bodietl

alroraft such as the Boeing 727 MaDonr¡elL Douglas ÐC9 ar¡d BAC 1-11 '

lll¡ere ls a 1argo potentlal rna¡ket for airoraft withfn the 4320 speclflcatÍon

but no positl.ve lar¡nch coml.tnent has yet been natte by Airbue Intlustrle or the

Gove¡tnents of the partner cor¡ntries.

llhe poor fina¡¡cial Etate of the naJority of the worldts air]-ines a.ndr perhaBe

of more lmediate slgniftcance, the absence yet of a¡ry posltl've ooml'tnent

by the aero-engine manufacturers to develop a sultable engÍne ls lnhibftin8

the Lar¡nch. lrhe two engines in prospeot for the 4320 are a oeneral Slectríc

(US)/SN6MS (fra¡rae) derlvative of their ounent C¡1þ56 serfes a¡¡d a

RolLe Royce,/Pratt & l¡hltney/¡lapanesê new technol'ogr engf-ne. 1[!he derivative

englne woul¿ be LeEs fi¡e1 efficlent but hsve a oheaper caBltal oost anô shorter

clevelopnent perlotl. the¡r the new tEcbnolo¡¡¡ engfne'

Brltísh Aerospace have gubmitted an applioation for launcb aid ln support of their

partlcipation in the 4320. Iraunch aiil wtlt ðepentl on ooûûesclal' vlabtLityt

adequate Lar¡nch orders, a¡rd æsolution of r¡noertainties oner the engfne.

[Ire IIK posltLon on the A32O ls very olosely in llae wlth that of the Ge:cnar¡e

as etrprassed at the llrilate¡al, l¡[inisterla!. Meettng (Ur t,anont (OOf), Mr Fiteman

(pra¡rce) ancl Eerr Gnrr¡er (Cema¡r¡r)) nefa at Farrrborough in Septenber' It ls

notyetknouniftherecentctra¡¡gpofGove¡nnentinGeraa,rrywil]'gtgdftoantly
alter the Ge¡man poeition. Eelr Fra¡¡z Josef Straues however is Ohair:ma¡¡ of

the Àírbus Inalustrle Strpenrlsory Soaril antl hfs influence ¡ne¡r have greater

inpaot wtth the new coaLttlon government in Alrbus nattere. lltre Frenoh are

keen to go atread wÍthout evLtlenoe of oomerciat vfabflity a¡rtl are Bresefng

for a decision.





PorN[f¡ r0 uaIE

1 Eope thst Geman position on lar¡nch alit for A32O renafns tbåt thle shoul'al

be d,eBEndent on ev¡denoe of comerclal viability'

2 Gratefirl. to t¡row lf Frar¡ce expressetl a,r5r vLewe at X'ranoo-Ge:man guml't.
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Recent Developnents

5 Slnce we last reportecl to you the å, 12Or s proepects of early larnch have

dlrnln{sþgfl. lrbe two DaJor problens a^re the absenee of lam¡ch orders and the Ìack

of an engC.ne for the aircraft.

6 At the trilateral neeting of the Afrbus l¡flnisters at Fa¡:nborough last nonth

Alrbus Inclustrle representa¡tives na.cte tt clea-r that no al.rline rras close to placini

an order. Airbue Industrle had. plannecl to rrlan¡nchtr the alrcraft r¡ben they had'

reeelved a nÍnlsr¡n of 6O orders fro¡n 4 airlLnes. Ât the noment they have no

lar¡nch orders a¡rd no Brospects of any in the near f\rture. Soth the IIK and Uest

Ge:ma¡r Governments have saicl th¿t la¡¡¡rch orders era a preconûltlon of sr4lport.

7 âttrbus l¡rtlustrie h¿s no englne for the A t2O. tlhere are tvo poseiblllties: t

R.t 5OO rhich rnay be deveLopecl by a coneortLun J-ncludrng Rolls Royce, hatt antt

llhitney (US¡) ancl three Japanese couBanles; and the CE!{ 56 2K2 wtrich would be a

Joint SNEglfÂ (na¡ca) a¡rit General Electric(U$À) engfne. .Àt Fa-::nbolol¡€h Airbus

I¡dustrÍe were leanlng tolra¡ds the CtrM 56 2K2, n?¡lch rouLd be a tterlvative of an

existing errg{.ne, rather than a nêï onê like the nI 5oo, Àlrtn¡s arguecl that

tbe real fbeL price over the next 2O years was unllkely to riæ enough to Justtfy

a ner englne. tle suepect that they sai.il thís uncler pressure from the French

Govenrment rùro axe verîr keen to get the C¡il{ 56 2K2 on t]ne A' )2O. It represente

a reversaL of thelr prevLoua eðeerü.on that the alreraft voultl only be economlc

nitb a new engine and. ca¡ts <loubt on the case for a neu alrcraft at all.
Intermectlate technolory alrcraft lfke the Boeing 7r7 - lOO anil DC a.BO vill be

nearly ae fuel efflclent as the L tz} a¡rd a lot cheaper. ff ¡ea.Ì oil prlces

vill uot Juetlf! e bra¡rtt nev engine they na¡r not Justlf! a new alrcraft el'ther.

I hesent dlssussLon of engC.ne choLce ls acadenlc becauee nelther consortium

bas offered. to produce the engfne for Àl¡bn¡g. lfhey have botb seld th¿t they

ri1l not comlt resourcea to tlevelopment untll enough alrllnee have placed

launch orders to provlde a reasonable commerclal proepect.

CONrT'Il)iJìl¡'l IAI.
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9 l{e have reached stalemate. Àlrbus canr¡ot Launch the aircraft untiL
C'overnnents have a6reed" to a.sslst Lt, fhe IIK a¡¡d tleet Ge¡ma¡¡ Governnents

vlLl not comlt a¡sLstance rurtll afrlines have placed launch orclere. Âirlineg
utl1 not rlo this untll they knov vhat engine rrill be on the al,rcraft. .Ând

englne producere wtll not oorr¡it thenseÌves to developlng an englne until the

aLrLl-nes place Lawrch orderg.

10 llhe aLrcraft rtll not be launct¡etl unttl there ls a consensus in the

lndustry that it rl11 be needed. Positive Lnterest fmn alrlinee w111 be

necessarJr before Airbus anil eng'ine producera consider eta^rtlng the prograulee.

Alrllnes, who are cunently e:perlencing a¡¡ unpreceilenteô recesslon, will be

sLolr to p1ace lau¡ch orclers ancl without these the A 
'20 

rriLÌ not be l-aunched.

Indeecl there is a possibillty that Âlrbue r¡a¡y eventually ebantlon the proJect.

The A 12O ie at¡netl at the replacenent market for o1c[ 727 anð.737s, which vill
start beeornf.ng obeolete in the Late 1t80e. If the L ,2O Ls not ready by then

or soon after it risks rnieelng lts na:rket r¡nle¡ís airLfnes tlecicle to posþone

replacement of thelr olcl aircraft u¡til thc early 199oe. There mtret be some

cha¡¡ce that Âlrbus rr111 abanclon the project if lar¡nch orders a,re not forthconlng
fairly soon. '

11 fltris cor¡l-tt be a welcome outcome. tJe clo not think the À )2O la viable
ancl fear that any la¡rnch ald r¡outtl be rraste¿l. For the uornent we ca¡r rest
on the points nade by Mr Lanont at the ¡lirbus l{Lnistersr neetfng. Ee sald

tbat the llK Goveruuent nouLtl only support a corrrnercially viabLe project ancl

that 1ari,¡tch orders rrouLd be essential. before lan¡¡¡ch as evidence of viability.
You will recall that Mr Jenkln nade tbe same poÍnts at the bfLateral.
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'2O
tlhe Departnent of Inilustry, who rill not be represented at the sumLtt bave

sent over vía Sir Keru¡eth Couzens the attachetl note about the A J2O. [t¡ey

wor¡Lcl ].ike the Cha¡rceLlor to oheck wlth Count Lanbettorff that the Oeman

aclnlnlstratLon a¿¡eeE rith ËtG that larurch alct for the a 120 shoultt be

dependent on evidence of comercial. vtabiltty. ftrey also suggest that

he nigbt ask whether the subJect came up at the Fra¡rco-Geraan srmit.

Z llhere ie no obJeation to thLs fþon the llreasury Bofnt of view lf
the Cl¡ance1or te wtLLing to tlo it.

aaa

5 llhe DQIrs note has the nerlt of brevity but !t nay be a bit cry¡rtio:

I attach an ertract fron Mr l|arltgpnre ¡ecent brief on the subJect whioh I

thtnk is nore LucLd, thor¡eb 1t Ealrs the same thlng'

.,.r''
KIT CEilEAf'

YçL
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ANGTO-GERI.'{AN Su}tr"NT
28-2e OCÎoBER 1982

FRAì{E,O -GERT{AIÍ RET,ATTONS

Brief by Foreign and Conmonwealth Office

BACKGROMIÐ

1. l,Iith the departure of both sch$idt and Giscard, the

Franco-German relationship can be expected to becoroe l-ess

exclusive. But both sides continue to attach fundamental

inportaneè to it as the foundation of \'/estern Ïuropean

unity. [ihe Franco-German surn¡oit is taking place on

21-22 October.

2. lhe relative ine>çeri-ence of the new Coaliiion in Bonn

could enable the French to increase their influence over the

Germans. But re-adjustnent between Paris and Bonn could also

create opportunities for the TIK to achieve a better balance

in trilateral relations. lhere a.re four key areas:

Security issues. Ðr Kohlts visit to Fa¡is underlined

his concern at tr''rench. attitudes towards the security of

i,iestern E\:rope. lhe Gerna¡s will want the French to play a

more openly positive role in the defence of Europe, while

the French wíIl be anxious to exact a price in terms of

collaboration over procureroent (and perhaps in other areas).

The French remain anxious not to appea.r to be reducing France's

strategic independence. Ðoubts over future size a¡d. efficiency

1
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of the Bundeswehr raay encourage closer collaboration.

Britainr s defence credentials (¡uAg* and capability) remain

strong and can be invoked to pronote closer defence links
with both partners.

b) East,Alest Relations. îÏre French and Gernans have nore

direct if different interests in the Soviet Uníon and Eastern

Europe tha¡ the lK. But since Afghanistan and Poland there

has been a growing eonvergence of views on East/¡lest strategy.

[he French will always wísh to retain some freedom of nanoeuvre,

but President i{itterrand has a clearer grasp than his

predecessor of the Soviet threat. He is keen that fifF deploylrent

in the itsG should go ahead.

c) lransatlantic Relatíons. lhe Germans are guite clea¡

that tbey r¡ant to ínprove their relations with the A-nericans-

[his may conflict with hardening trbench attitudes.

d) European Communitv. We have a coslmon interest with

thre Gernans, as net contributors, in a long-term reforn of the

Communityts financial structu¡e. In the past the French have

been able to secure German support by playing on their sense

of debt to the Connunity jn their post-war political
rehabilitation. lhe new Gernan government nay be less inclined

autonatically to line uP r¡¡ith the French. But the tr'rench rvi-11

try to keep the axis in good repair, for example by extrlloiting

the agreement reached in Paris to work in the spirit of the

Genscher/Colonbo initiative for a deepening of European

political cooperatíon.

Foreign and Commonwealth Office
20 October 19AZ
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(a) Working urgentlY to
(while avoiding divisj.ve

COPY'trlO: $

resolve t.ransatlantic differences

rhetoric);

ANGLO-GERI4AN SUMMIT

28-29 oCTOBER 1982

TRANSATLANTIC RELATIONS

Brief by Foreign and Commonwealth Office

Points to Make

I. We must maintain transatlantic Unity and deny the Russians

opportunities for wedge-driving. This means:

(b) Turning

developing a

recent disputes to

more comprehensive

good advantage bY

East,/West policy;

(c) Emphasising Soviet polit'ical

but without suggesting that these

less dangerous militarilY; and

(d) reminding our own

All i ance .

and economic cliff iculties'

make the Soviet Union any

people how much we benefit from the

I
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2. We sha1l also continue to remind the Americans that -r
differences of transatlantic perception are ineviÈable but, inat
Lhese must not be exaggerated nor permi.tted t,o undermine

alliance unity.

Foreign and Commonwealt,h Of f ice

20 Oct,ober 1982
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ANGLO-GERMAN SUMI4ÏT

28-29 oCTOBER L982

EASÎ/WEST POLITICAL RELATIoNS ( INCLUDING AFGHANISTAN)

Brief by Foreign and Commonwealth Office

POINTS TO MAKE

1. Alliance must tackle basic issues. Dispute over
pipeline only a symptom of differences. Need t,o re-examine

underlying strategy of East/West, relations. Must present
Russians with series of choices: either arms build-up or
genuine reductions; either international restraint or a

hostile Western response.

2. Must leave Russians in no doubt of determination to make

necessary sacrifices for defence if they are not prepared to
reach agreements which represent genuine reductions in their
o!,7n arms build*uP.

3. l'lust impress on Russians need for restraint' in
int,ernational relations. St,and over Afghanist'an and Poland

has shaken Soviet self-confidence, and must be maintained.
Must keep firm on Afghanistan. Need further strong UNGA

resolution. Support Cordovezrs mediation effort, which

helps pressurise Russians. Sceptical of currenÈ Soviet
hints of flexibilit,y.

4. West has also taken high ground over arms control,
Middle East, and relat.ions with the Third World. Need to
maint,ain this advantage and. link it. t.o concrete negotiating
goals.

5. Time not far away when Brezhnev will be unable to Carty
on. Need to decide how to manage relations with Soviet
Union in state of transition.

$
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6. there is likely to be a broad measure of agreement
between HMG and Chancellor KohI in analysis of Soviet,
behaviour. He is likely to take a firm at,titude over the
need for restraint in Soviet foreign policy; but his
approach will also be coloured by inner German relations and
by a pragmatic concern for the protection of the FRG's

economic and commercial relationship with the Soviet Union.
Ile can be expected t.o share the approach set out in
Genscherts recent article in rForeign Affairsr that the West
should. adopt a dual strategy combining maintenance of the
military balance with hard headed use of detente as a m"aÅs
of "fostering an evolutionary process in Eastern Europe and

t,he Soviet ünion itself ".

7. Chancellor Kohl is likely to take the view that it is
important to keep open lines of communication to the
Russians, and lhat this will be of particular importance
during the leadership transition. Kohl has already met
Solomentsev (Prime Minister of the Russian republic, a

candidat,e member of the Politburo) who travelled to
Dusseldorf to open a SovieL international fair on 7 October.
He may well try to meet Brezhnev and Honecker at a fairly
early stage.

Afqhani stan
8. The Afghanistan debale at the UNGA is now likely to be

in late November. Pakistan and other Islamic countries will
table a resolution almost identical to last year's, which
was carried by 116.23.\2.

9. "Indirect talks", involving the foreign ministers of
Pakistan and the Karmal regime, were held in Geneva in June,
under the auspices of the UN Secretary-General I s personal
representative, Diego Cordovez. Cordovez claimed to detect
signs of Afghan (ie Soviet) flexibility, but ihese were
probably aimed at reducj.ng criticism at t,he UNGA"

Foreign &

20 October
Commonwealth Cffice
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CSCE

grief by Foreign and Commonwealth Office

POTNTS TO MAKE

Tact i cs for Madri-d

1 Alliance should undertake a criticial review of Eastern

violations of the Helsinki Final act during the

implementation debate, but sirould aLso work for resumption

of negotiation of a substantive and balanced concluding

document ( including a mandate for a conference on

disarmament in Europe or cDE). The us attitude will be

importani. Rest of the Alliance should continue their

efforts to persuad'e them to agree to resume genulne

negotiation.Westernunityatr\,faelridhaskeptEaston
the defensive and we must not 10se the initlative to them'

-1-
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BACKGROUNÐ

Course of Madrid Meeting

2 The second. conference to revlew tbe implementation of

tbe Helsinki Finaf Aet and to agree nelv measures re-

convenes in Madrid on 9 November. A consolidated draft

concluding document tabled by tbe Neutral and Non-

Aligned. (NNA) countries on 16 Ðecember is the agreed basis

for further negotiation. NegotÍation was halted by the

imposition of rnartial 1aw in Poland and :-n the last

session in spring 1982 the ltlest eoncentrated exelusively"

on criticisms of Sovi-et and Polish violations of the

Final Act.

l{estern Tac tics for Fortb.coming Session

3 Consultations are taking place in the Ten and tbe

Alliance on the position the l'Iest should adopt. On L6/L't

October Foreign }linisters of tbe Ten agreed that the Ten

sbould

(i) participate vigorously in a critical review of

the implementation of the CSCE process;

( ii) tcork for the resumption of negotiatron of a

substanti..'e and balanced doc'¿¡oent including a manCate

for the CDE, mai-ntalning contact with. rhe United

States and others with a view to coordinating

positions;

(iii) use the NNA draft as a basis.

The Germans, partieularly, want to resume negotiations

because they have special interests (relations with East

Germany and fam1ly contacts) in keeping the CSCE

dialogue going.

-2-
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4 The United States have not yet decided to agree to

resuae negotiation. The rest of the Alliance is trying

to persuade ther¡ that to confine the proc.eedings at

Madrid to the implementation debate would limit the seope

for maintaining pressure on the Soviet Union and forego

the opportunity to press for points in the concluding

document of importance to the West, eg on the rights of

Helsinki monitoring groups in the Soviet Union and

Eastern Europe. There would then be a serious danger

of losing the initiative to the Soviet Union.

Foreign and Commonwealth Office
20 October ]-982

-3-
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INNER-GERMAN RELATIONS

Brief by Foreign and Commonwealth Office

BACI(GROUND

1. In the 197Os, Inner-German relations developed produc-

tively on the basis of the Quadripartite Agreernent (1971)

and the Basic Treaty between the two Gerrnan states (L972) '

Transit traffic betlveen west Berlin and the FRG and visits
to East Berlin and the GDR by West Berliners and west Germans

expanded enormouslY.

2. The relationship cooled post-Afghanistan and more parti-
cularly as a result of a" very substantial inerease by the

GDR in October 1980 in the Minimum Hard Currency Exchange

Requirement (MER) imposed on Western vlsitors to the GDR'

The effect has been a drastic reduction in the number of
vj-sitors to East Berlin and the GDR. The FRG complained

that by this move the GDR was no longer giving as much in
humanitarian concessions âs it was obtaining economically'

3. Followj-ng Brezhnev?w visit tO Bonn, Herr Schmidt nnet

Honecker in December 1981. But there was little to sholv

for j-t on the FRG side. In June 1982 the FRG agreed an

extensj-on of the interest-free 'Swing' credit to the GDR

in return for only minor humanitarian concessions.

4, The new FRG Government seems like1y to combine a con-

tinuing policy of developing relations with more robust

attempts to wrlng concessions from the GDR. Chancellor líoh1

CO N FI DENTIAL
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probably sti11 intends to keeo open SchmÍdt's invitatlon
to Honecker to visit the IRG. But cri.tictsm of the new

Government rs public statements on inner-German relations
and 1n particular referral to the German nation âs a whole
suggests a suspicious, uncompromisÍ-ng attitude among the
GÐR leadership.

Foreign and Commonwealth Office
20 October 1982
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Poin

AR14S CONTROL AT.TD DISARMAMENT

Brief by Forelgn and Commonwealth Office

ts to Make

INF ( INTERMEDTATE RANGE NUCLEAR FORCES)

1. Next 12 months crucial. Pressure from anti-nuclear

movements in run-up to arrival of first cruise and Pershing ÏI

mi-ssi-1es will i-ncrease importance of coordinated tactics in

Alliance.

2. In negotiations should stick to zeTo option for present.

I{ay force compromise from Russians next year. Premature to

examj-ne other possible negotiating positions.

START (STRATEGIC ARMS REDUCTION TALKS)

3. US approach to renewal of strategic arms control rvelcomed

in UK. NATO should continue public support for US focus on

ballistic missiles as most destabilislng systems.

MBFR

4. New Alliance proposal comprehensible and defensible

continue to stand firm on basic data ancl verification

requirements.

't-
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DISARMAMENT AT UN

5 . At General Assembly, as at {.IN Special Session , need for

robust approach to explaln that arms control and disarmament

cannot be detached from other security issues. Need to

explain to public opinion rejection of Soviet inltiatives.

Essentlal Ïacts

INF

6. The third round of negotiations began on 30 September.'

The NATO position is unehanged and the Russians continue to

take a hard 1ine. We expect no Russian concessions until
much nearer the time for the first deployments of cruise and

Pershing ïI missiles. The CDU party of the new Government does

not contain di-ssenters in the manner of the SPD but will be

under i.ntense pressure from anti-nuclear movements in 1983,

and f rom the SPD if i-t moves to the 1 ef t.

START

7. The second round began on 6 October. The US will
pursue its proposals for substantial reductions in ballistic
missiles and their warheads and try to draw out the Soviet

delegation on their proposals for cuts of up to 25% in the

total number of strategic systems. The Germans have welcomed

the US approach to START.

MBFR

8. Alliance July draft treaty meets one major Eastern

2
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concern (equal commttments by all parties) but contlnues

to lnsist on agreement on current force levels and

effective verifj-cation. No Eastern concessions in sight.
Occasional signs of FRG inclination towards rverificatÍon

for data' trade-off . To be discouraged; rvoulrl remove

Alliancers only guarantee against Soviet exploitation of

negotiations.

DISARMAMENT AT UN [Not for use]

9. The prevj-ous Federal government \ras not always f irm

enough in defending Alliance security polici-es from non-

aligned critieism at the UN.

Foreign and Commonwealth Office

20 October 1982
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ANGLO*GERMAN SUVIMIT
28-29 oCTOBER 1982

ARAB/ISRAXL AND LEBANON

Brief by Foreign and Commonwealth Office

POINTS TO MAKE

1. Arab/ Israel. Ten sti11 have important role in sustaining Arab

mod.erates. No early move like1y towards negotiatlons, but
encouraging degree of interest and discussion. Mr Pym in S¡¡ri.a/

Egypt. Expect the Arab League d.elegation in London in early
November.

2. King Hussej-n moderately satisfÍed so far with Arafat ta1ks.
But US should not expect him to move further than moderate Arabs

can accept. Key test will be whether Arafat can wj-n broad support
in PLO for closer cooperation with Jordan.

3. Lebanon. Amin Gemayel gaining in stature. Withdrawal of
foreign forces will be long hau1. Glad that extension of UNIFIL's
mandate keeps UN option open. (If asked) iVe rvould look very
serior.asly at a request for UK contribution to a peacekeeping force
But heavy commitments elsewhere.

BACKGROI]ND

4. A,rablIsrael. The Arab League Follow-up Delegation 1ed by

King Hassan of Morocco are to visit l'üashington on 22 October.
Composition and dates for the vj-sit to London to be fixed but
likely to be on 7*8 November.

5. King Hussein's message to the Prime Minister showed that he

was satisfied with the outcome of his first round of talks wlth
Arafat. Atafat had shorvn realism in accepti.ng that some form of
unity between Jordan and the Palestinian entity must be found"
Jordan IPLO talks a"Te to continue. Arafat must now seek
endorsement for his policy at the Palestine National Council

CON FIDENTIAL
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are rurnblings of

CONFIDENTIAL
to be held before the middle of November; there
dissent from some PLO factions.

6. The iYest Germa,ns Are consistently cLose to us
anaLysis of aLL aspects of the lliddle East scheme
of Government is unlikely to have altered this.

in their
The change

I

7. Lebanon. The Security Council renewed UNIFIL's mandate on
L8 october for a further 3 months, and gave authority to carry
out humanitarian tasks, but at Lebanese and American insistence
does not a11ow for uNrFrL's deployment 1n Tyre and sidon.

8. uNrrr]. could play a" part in peacekeeping arrangements
required for southern Lebanon, âs part of rsraeli and syrian
withdrawal. The Lebanese view is that an international force will
be needed for up to 3 years. 'lfe consider that the Seeurity Councj.
shourd at least attempt to set up a uN force for this ro1e. rf
that fa11s, a non-UN foi
the Soviet Union.

ce will be less open to objection from

f . i{e have not yet received a formal invltation from the
Lebanese to contribute to any international force, but can expect
one in the neår future. our line so far has been that we would
consider any such request very seriously but that we have heavy
commitments elsewhere.

10. Gemayel's visit to the usâ, France and rtaly is going we11,has
inereased his stature and will have given.him confidence. As a
more moderate, 1f less charismatÍc,figure than his late brother
Bashir, Amin is 1n a better position to promote reconeiliation
in Lebanon. But he does not have full control over the Katai-b
(christian) mi.1itia. Disarmi-ng of the latter, wi.der d.eployment of
the Lebanese armv outsi.de Beirut and what to cio with the 500,000
Palestinians remaining in Lebanon are problems rvhich will have to
be faced. The Ten have formally asked the Lebanese government to
ensure humane treatment for the palestinians.

11. Main task of new Lebanese Government to get on with recons_
truction, estimated to cost some $12 bi.llion. The us has pl_edged
$110 miliron. lVe and the Ten have yet to decide on.a contrlbution
uK humanitarian ald to Lebanon stands at s3.34 mi11ion.

Foreign and Commonwealth Office
20 October 1982 CONF¡DENTIAL
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ANGLO-GERMAN SUMMIT

28-29 oCTOBER 1982

EUROPE/LATIN AMERICA ( INCLUDING THE FALKLANDS)

Brief by Foreign and Commonwealth Office

POINTS TO MAKE

1. Wrong to exaggerate damage caused by Falklands crisis.
Despite hiatus in relations with Argenti-na, wish to continue
developing our links with region in cooperation rrith Ten.

2. You know our position at United Nations from my recent
message to you - will vote against Argentine draft
resolution. Cannot accept call to negotiate on soverelgnty
(and other objectionable features).

3. Cou1d. understand German abstention. But à 'yesf vote
would show disregard for wishes of the people most concerned

and for what they have been through. It would be

interpreted as support for Argentina's c1aim. Di-vided
Communlty vote would be Tvrong signal to Argentina. And

would not be understood in Britain.

CO N F¡ DENTIAL
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4. No prospect of any resolution emerging that would be

acceptable to Britain and Argentina. So no point in
proposing amendments to South American draft.

5. Agreement among the Ten (1977 ) to try to avoid
contrary voting at the UN, particularly when important
national interests of one of their number are involved

6. Continued control of arms supplies to Argentina
essential in view of her failure unequivocally to renounce

further resort to force. Hope you will exercise utmost
care and restraint with new orders.

BACKGROUND

7. Germans have 11fted embargo on delivery of arms

ordered by Argentina before Falklands invasion. Deliveries
will include four frigates with Ro11s Royce engi-nes between

end of L982 and 1984.

Foreign and Commonwealth Office
20 October ]-982
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ANGLO.GERMAN SUMMIT

28-29 ocToBER L982

BRITISI{ POLICY TOWARDS CHINA

Brief by the Foreign and Commonwealth Office

POINTS TO MAKE

1. Relations good despite some differenees over Hong Kong

and the Falklands.

2. Ilong Kong. Our first goal to start talks aimed at main-

taining stability and prosperity. Achieved. Fo1low up

meetings have begun. May take time, and must be confidential'
Believe differences can be reconciled gi.ven common aim'

3. No surprises during my visit to Peking in the Ctrinese

presentation of their position on other international questions

In particular no sign at tbat time of basic ehange in Chinese

attitude towards Soviet Union: difficult !'et to evaluate

subsequent movements.

4. l1¡i11 continue to work to reinforce china's recent economic

and geopolj-tica1 orientation towards the West. But do not intend

to subsidise economic development to the extent ttrat the chinse

want: hope Germans agree.

BACKGROUND

5. Chinese position on Hong Kong treaties and sovereignty

strong, but not new. Difference of approach to solution for

future therefore inevitable. Vital nothing be said or done

that might damage confidence in llong Kong. offers of he1p,

while appreciated not useful at this stage '

CONF¡DENTIAL
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6. Unhelpful statements on Falklands 1n the summer now

reinforced by unreasonable referenees in a recent UN speech

by Forelgn Minister Huang Hua. Ambassador taking this up with
the Chinese MFA but in measured terms (Chinese line probably
for Third World consumption subject not mentioned during
Prime Minister's visit to Peking). On other issues (Afghanistan,
Cambodia, Soviet threat to world peace etc. ) share broadly
similar perceptions.

7. On attitudes towards the super powers Premíer Zhao emphasised

during the Prime Minister's visit the importance for Chiaa of the
development of Sino-US relations. Terms of recent joint
communiqué on arms supply to Taiwan may provide basis if
implemented satisfactorily. But on prospeets for improved

Sino-Soviet relations Zlnao not optimi-stie, as Soviet policy of
seeking world supremacy had not changed. Too early to say

whether recently resumed contacts (visit of Soviet dePrt y

Foreign Minj.ster to Peking: apparent undertaking to hold further
talks in ùloscow) will be productive.

8. Opening to the West and priority of modernisation confirmed
both d.uring L?tin Party Congress and during Prime Ministerrs visit
Ambitious developnent targets provide substantial opportunities
for 'lVestern companies. But Chinese looking for bilateral as

well as multilateral aid, and special export credit terms.
Some Western European countries have made or are considering
concessi-ons. Danger of a soft credit competition.

Foreign and Commonwealtb Office
20 October 1982
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ANGLO-GERMAN SUMMIT

28-29 OCTOBEB 1982

WORLD POLITICAL TSSUES :

IRAN/IRAQ AND TTIE SITUATION TN THX GULF

Brief by Foreign and Commonwealth Office

POINTS TO MAKE

State of War:

1. No sign of preparations for major lranian offensive.

Iranians may now concentrate on recapturing small pockets

of franian territory sti1l oceupied by lraqi-s at minimal

cost. Irani-an oi1 exports continue.

MeÊiation:

2. Algerians active but wlthout success. Others inactive.

Iranians reject role for UN until it condemns Iraqi aggression.

Prospects for Peace:

3. Iraqis very willing to negotiate. Iranian hardliners

show 1ittle interest in peace ta1ks. Prospects for early

peace remain poor.

Sltuation in Gulf:

4. Gulf States ca1m. Not keen on overt indications of

Western support. Wish to avoi-d antagonising Iranians. Saudi

Arabla main target of Iranian propaganda.

CONFIDENTIAL /ESSENTTAL FACTS
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ESSENTIAL FACTS

State of War:

5. Iranians launched relatively sma1l scale attack (20,000

men) on 1 October at Mandali" (113 km north east of Baghdad).

Recaptured sma11 pocket of occupied territory but subsequent

advance repulsed. Indications of preparâtions by lrani-ans

for further similar attacks to recapture other pockets of

occupied territory.

tr'RG/ fran:

6. Relations have deteriorated sharply following expulsion

of pro-Khomeini students who attaeked anti-Khomeini students

in Mainz in April.

t

Foreign and Commonwealth Office

20 October 1982
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ANGLO- GEAI,IAN SIN4T,TIT

28-29 oCTOBER 1982

EClASEAN

Bri-ef by Foreign and Commonwealth Offj-ce

BACKGROT]ND

1. EC/ASEAN Foreign l{inisters first met in Brussels in

Novembe r it978. The cooperation agreement was signeO in

l{arch 1980 at the second EC/ASEAN I'.{inisterial meeting in

Kuala Lumpur and runs for five years. It j-s a non- preferen-

tial agreement providing for most favoured nation treatment

and commercial, economic and development cooperation. It

grants no preferentlal access although ASEAN are major users

of the ECts General-ised Scheme for Tarif f Preferences.

2. Political cooperation has grown faster than economic

cooperation, 'oarticularly over Caml¡odia (see also brief 11i

below) where ASEAN hold à firm conìrnon line despite dlffering

r¡iews on Vietnam and China. They promoted the 1981 International

Conference on Kampuchea and have resi-sted Indochinese attempts

(most recently the Lao Foreign lifinister's initiative) to set

up an alternative conference.

3, With ASEAN, eight EC (1ess France and Ireland) now back

the DK seat at the IIN and all Ten should vote for ASEANTs

CON F¡ DENTIAL
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annual resolution on the cambodlan item (the Germans and

ourselves are again co-sponsoring this year).

4. ASEAN are keen on joint Foreign l{inisters t meetings with
the Community (every 18 months so far). The Community have

agreed in princlple to attend a meeting 1n Bangkok early next

year (probably 13/14 February). The Thais have alread.y lobbled

for our attendanee. Only Greece and Netherlancis misseC last
Octoberts in London, and Genscher has alreadv sald he will a,ttend

again (fRG will be EC President). But substance ma¡z be slight,
and it may prove difficult to get all Ten to Thailand despite

ASEAN's important stabilising rô1e in a dangerous part of the

lvorld

Foreign and Commonwealth Office
20 October 1982
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SOUTHERN

Brief by Foreign
AFRICA/NAMIBIA

and Commonwealth Office

BACKGROUND (À{ay be used freely except where shown othe::vise)

1. Agreement has now been reached on nearly all issues preventing

implementation of Security Council Resolution 435. Foreign Ministers

reviewed progress in New York on 1 October, and 1n their communiqu6

reiterated their commitment to early implementation of the UN Plan.

However, there has so far been no breakthrough on the withdrawal

of Cuban troops from Angola, on which a Namibia settlement in
practice now depends. The Americans have come a long way since

they began their dialogue with the Angolans last January, and

recent Angolan statements have acknowledged their willingness to

consider Cuban withdrawal when the external and internal security
threats are removed. The Americans now need agreement on timing and

numbers. For domestic political reasons, both sides have under-

standable difficulties in making compromise proposals; but the

Americans have agreed to prepare a possible phased programme for
Angolan consideration .

2. Although lLnkage of Cuban withdrawal with a Narnibia settlement

rernains unpalatable to the Africans, Front Llne pressure on the Five

has been muted so fàT, suggesting that they accept the political
reality. The rest of the Flve should do the same. There âre some

signs of tension in the Five: Cheysson spoke out strongly against

linkage on his recent African tour, although he probably held. to the

Five's agreed line at his private talks with African leaders.

/s.CON FIDENTIAL
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3. IYe encourage the Americans to maintain the momentum of t.' ir

d.ialogue with the Angolans. It is unreallstic to expect an early

outcome given the complexities: Cuban support is seen by Angolan

Minlsters as vital to MPLA survival at least in the short term.

If the current initiative brings a Namibla settlement, there could

be further scope for joint lYestern action in the region. If it

fai1s, w€ sha11 need to persuade the Amerlcans not to walk àway

from the problem. The Five must prepare to stlck together, resist

pressure for sanctions, and hold out the hope of trying agai-n

i-n due course.

GERTÍAN POSITlON ON NAMIBIA

4. (NOT FOR USE) Particularly because oJ Genseher''s.personal

interest and long experience, the Germans have been the keenest

of the Five to maintain the purity of the UN P1an. There is à large

German-speaking community in Namibia with whom the CDU/CSU have

links: Herr Strauss visited Namibia earlier this year. But

(unlike us) the SDP/FDP coaliti-on, and Genscher personally,

maintained close links with SWAPO and the African National Congress.

Over recent months, however, the German profile has been lower.

Foreign & Commonwealth Office

20 October 1982
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ANGLO-GERTIAN SUIO,ITT

28-29 oCTOBEF. L982

CA}{BODIA

Brief by the Foreign and Commonwealth Office

BACKGROIIND

Oppos it ion to Vietnam

1. The coalition of Cambodian oDDosition grouns announced in

June 1ed by Prince Sihanouk, Khieu Samnhan of the Khmer Rouge

and l{ Son Sann, President of the Khmer Peoplers National

Liberation Front has held together desnite well-known mutual

suspicions. But 1t is unlikely to have an immediate effect

on the ground, where 20-30,000 Khmer Eouge nresent the on1.rr

serious challenge for the 150,000 Vi.etnamese troops who main-

tain the puppet Heng Samrin in Phnom Penh.

2. Even so, the DonscolnÍrunists rnay soon muster as many âs

15,000 men with - \4re believe military supnlies and training'

from nearby ASEAN states. They will need to defend their

enclaves in Western Cambodia from the r/ietnamese who àTe Ðre-

paring more dry season onerati.ons (from next month) and seem

ready to risk clashes ¡.vith Thai forces. 'Vüe are considering the

possibility of special medi-ca1 sunplies for the KÞNLF on the

sa"me lines as the Germans provided earlier in the ¡/ear., Son Sann

cal1ed on l{r Pym on 15 September on his wav to New York and

asked for help,
CON FIDENTIAL
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United Nati.ons

3. the Chinese, and ASEAN (the latter did a great deal to bring

the coalition into being), have sought to strengthen Democratic

Kampuchea's position at the UN. Þrinee Sihanouli's attendance

has helped. On 6 October the credentials cor.nmittee endorsed

DK representatives without a vote (though IJSSR and Seychelles

spoke against); but presentation to plenàTy, where Vj.etnam

may challenge, has been deferred to 25 October. I{e will continue

to support the DK seat (1ike other EC, except France and Ireland
rvho will again abstain) .

4. We also support the reconrnendatlons of the Julv 1981

International Conference on Kamnuchea (ICK) calling for fu11

withdrawal of foreign forces and llN-sunervised elections for
neutral and non-aligned Cambodia. The Vietnamese boycotted
1î'V --Á l^^.,^ +s.i^zi .t-^ ^r^f,.^^^+^ L\-- -r^^1 ^-.:-- ^ *^ø+.¡l-UI\ i¿ll(l I¡AVe LI-Ie(¡ LU UUI UÈ\,¿Lurr rJ.V rlEU-Ld,r r!rÈ¿ (L t)'l-L"r-"r- tfOOn

withdrar¡¡a1 this sunmer (rvhich proved nhoney), ancl sugsesting

alternative regional conference,but rvithout takers so far.

a

the

an

Relief

5. IÍumanitarian problems are lessening. The monsoon croÐ looks

good and the relief operation insid.e Camlrodia could be wound utr

by Decenti¡er, World F<-rod Prograrrune ancl ICF"C's work oo the Tha.i

border (among 200,000 refugees) is ful1y funcled. (UK contribution

should reach 9900,000 this yeau').

Foreign and Commonwealth Office

20 October 1982
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2.8-29 October 1982

pRSSpECTS FoR THp WORLD (rmCru¡rNç US ECç1{CItIC PSLICY)

Brief by HM TREASURY

Points to make

(:) Outpr:t in the major econornies appears to have recove::ed

at least partly la.st spring after the downturn of last winter.
La.test estimates suggest further moclest growth in the USr but act-
Í.r¡ity in the major European econcmies remains depresserl anrl it is
too s¿¡-]-y to say a broarl upturn has started.

, (ii) t{eak export revenues, high rJ.el:t service ct}sts arld rpstri.ct-
ions on the avaÍll.ability of crerli.t appears to have ca.usecl many

Ce'vel.oping countries to red.uce imports with adverse consequences for
worl-d trade.

/...\trrLJ Important, though, not to forget faster tha.n anti.ci-pated
progressi that has been narJe in reducing inflation (eown now to 7

per cent in major industrial countries cornpared to 1O per cent a

year ago) and. Ínterest rates (down more than 4 per cent in the US

and about 2 per cent in other ind.ustrial countries sLnce the sumnner).

(iv) These should help to create conditions for recovery in
world economy next year, although present indicat,ors are that this
will be modest, particularly in Europe.

CONFIDENTIAI
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(v) Tmportant to consj-der rnajor countriesr policies carefull;
in these circrtmstances. Continued d'ownrr¡ard pressure on inflation
neeCs to be consistent wÍ.th recovery of output.

(vi) Control of rnonetary growth still essential, but important

to talçe wide range of factors into account in assessing degree of
tightness. ,¡/elcome Mr Volckerf s firm but flexible a.pproach in US.

(vii) lriportant that fiscal deficÍts should be put on a declining
path in the medium-term, but need to take account of recession in
¡rssessi.ng how fast to reduce deficits.

(vij..i) Cçuntries wÍth good infl.a.tion performance and i.mJrroving

bal¿1nce of payments should. re1.y on d.c¡mestic rather than external
+:xpansi.cn. 'vfelcome recent Japanese package of fiscal measubes.

(ix¡ Fisca1. deficits still a cause for concern in rrany other
countries, particularly US. Congressional approval of tax package

v¡elcone but further measures needed. Many smaller OECÐ countries
also facing very high deficits.

(x) Developing countrÍest problems need to be tackled malnly by

firm ad.justment policies to improve the structure of their economies

and. to restore credÍt-worthiness.

(xi) Concern expressed in Toronto about effects of over-borrowing

on ínternational- banking system. Neeri. to avoid both complacency and

unnecessary alarm. Lower interest rates should helpr âs should Il{F

programmes. Further progress need.ed. on banking supervision, in-
cluding risk assessment and prudential standards, also watertight

allocation of supervlsory responsibilities.

Backeround#

GDp in the major economies whlch fell in both the last quarter of
1981 and the first quarter of this yearr has only partly recovered.

US output rose å per cent in the second quarter, and the tflashl

estirnate suggests a further slight rise in the third. Indicators
for the rest of the year, however, are very hesitant. Japqn showed

modest growth in the first half of this year but there are signs

that demand faltered in the summer. In the major Egrgpgg economies
2
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as ä whol-e, output was flat in the first half of thÍs year with
increases Ín France and Italy offset by fal1s in Germany, the
Netherlands ancl. BelgÍum.

2. Most forecasters have been revising down their projections for
next year. the EC Commissionrs autumn forecasts expect output in
the inriustrial economies to rise by only 2 per cent next year.
This is lower than the summer forecasts by OECD and. the Il,lF. Our

own view j"s closer to the EC. The Comnission in particular expects
growth in Europe to be only about 1 per cent, which woulcl be l-ower
than that expected. in either the US or Japan. @gplggg! has in
general continr¡ed to rise in the major countries and the modest
grovrth prospects for next year offer no prospect of an early fal-l.

3. Forecasts of world trade are being revised down similarly
with no growth or even a fall expected this year now and only a mod-

est recovery next year. A feature of the slowdown in world trade has

been a reductÍon or imports by devel-oping countries as a result of
the fall 1n bank lending to many of them.

I+. The slowdown ín actlvÍty, however, has been accompanied by a

faster than anticipated reducti,on in &3þ!!gg which averaged 7 per
cent year-on-year Ín the major industrial countries in August with
the US at 6 per cent, Germany 5 per cent and Japan J per cent, the
lowest.

5. Interest rates , too, have fallen steeply in recent months.
Three-month money market rates in the UnÍted States have fallen from
a peak of around 15 per cent in June to around 11 per cent now.

The falls reflect both some at least temporary easing in the US

Federal Reservefs monetary stance as well as a slackening in credlt
d.enand. Interest rates in other countries have typically fallen by
rather less.

;1'

6. the current balances of the major industrial countries moved

into small surplus in the second quarter. Japan and Germany are
moving into increasing surplus. The US surplus, however, is dwindling

3
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and 1n August the US showed a 64 bilIlon deficit. France cont4 ¡es
in significant deficlt as d.o many of the small-er ind.ustrial- countries.
Thê counterpart of the overall improvement ln the industrial coun-
trlesr posltion has been a reduction ln the OPEC surplus to close to
zero. Ïnformation on developing countriest external payments is
scarce for this year, but financing constraÍnts may be forclng them
to cut their deficits from last yearfs total of almost SgO billion.

7. The dollar has remained strong on the foreign exchange markets
in spite of the narrowfng of interest d.ffferentials and worsening
of trade trends. The yêDr however, has continued to weaken. The
deutschemark effective rate has been on a stead.y appreciating trend
over the past year or so - largely against European currencies while
remainÍng weak against the dolJ"ar.

8. Most countries are persevering with firm policies as agreed at
the O]lCDr fMF and Versaill-es meetings. Control of gonetary growth
remains an important part of thls although controversy surrounds the
current stance of the US Federal Reserve which has reduced its dis-
count rate successively over the past few months to 9å per cent,
while all the maÍn monetary aggregates have been growing faster than
the target rates. Mr Volcker said in July that lt was f-grportant to
take aceouat of all factors, including the l.Íquidity position of com-
panies, i-n assessing monetary tightness. Most recently he has said
that the 141 fÍgures will be distorted in the near future and the Fed.
would attach rmuch less than usual weightr to them. The flnancial
narkets have tended to lnterpret these developments as a change in
the Fedts tight stance, but i{r Volcker has mad.e it clear that re-
duction of inflation remains a priority and monetary targets have
not been abandoned.

9. fn Germany, Swltzerland and Canada, monetary growth is within
target. rn France, however, M2 growth is well- above the 1zb-13b
target range.

1O. The varfous lnternational- mlnlsterial meetings over the summer
agreed that monetary control needed. to be supported by adequate con-
trol of þudEet deflcits. The emphasis, however, has been on the
medÍum-term. The approval by Congress of a S9A Ufffion tax package

4
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rnarl I a welcome first step in reining back the US deficit. Smaller
countri.es sUch as Denmark, Belgium and the NetherLands have all
announceci tough budgets. These moves are welcome.

11. The pace of reduction of budget deficÍts in strong economiest

sr-rch as Japan, horvever, has been a source of internati.onal- concern

for fear that inad.equate allowance is beíng made for the effects'of
recession. The recent Japanese measures to increase spendíng on

pr:b.Lio wo::ks, therefore, are welcome, aLbeit modest, steps to correct
this. (See also Germany brief 14(b)).

FIM lreasury
20 October 1982

5

CONFIÐENTIAL





CONF¡DENTIAL

THIS D( }IIENT IS THE PROPERTY OF HER BRITA}INIC ÙIAJESTY'S GOVERN]\'IENT

PMVX( 82)]-4a

20 October 1982

COPY NO

ANGLO-GER}{AN SUMMTT
28/29 OCTOBER l-982

FRG SCENE : POLITICAL

Brief by Foreign and Commonwealth Office

f}

BACKGROUND

1. The fa1l of Schmidtts centre-left Coalition on 1 Octoher

brought a eentre-righr"t governrnent to power in Bonn for the f irst

time in 13 years. The Coalition between the CDU/CSU and the FDP,

Schrnidtts former partners in governrnent, f ollowed the resignation

of FDP Ministers and the successful tabling by Kohl of a"

tconstructive vote of no confidence' in the Bundestag. While

there 1s no doubt as to the constitutional legitirnacy of the new

government, the electorate has shorvn its cqncern about the

morality of toppling Schmidt without elections, by decisively

rejecting the FDp in the recent Hessen and Bavarj-an Land elections.

2. Kohl and Genscher have sought to limit critieism by promising

ne¡,v Federal elections en 6llarch 1983. This l-eaves Kohl with only

five months to establish his Governmentts mark in domesti.c and

foreign affairs, and particularly to push through the vital 1983

Budget.

3. Genscher has taken the full force of public criticism of the

break-up of the SPD/FDP Coalition. Opi.nion palls now show him to

be the least popular top politician in the FRG. He has also com(

under increasing attack from within his own Party,, At a Party

Conference on 5-7 Novernber, Ronneburger (Leader of the Schlesrvig-

CON FIDENTIAL



Holstein FDP)

1ittle chance

CONFIDENTIAL

will challenge for the leadership; but he is g . .)n

of success.

4. Schmidtis future is uncertain. His reluctance to commit him-

self to be the SPDts Chancellor candidate for the trlarch elections

could be tactical. The odds must be that he will stand, although

he may well retire not too long afterwards. If Schmidt does stand,

the special SPD Conference on 19 November may not produc.e any

major changes in official party positions, although there may be a"

nove towards more interventionist . economic policies. If he does

not stand, the party could beconne rnore radical, not least on

nuclear issues.

5. Early moves by the new Federal Government on foreign affairs

seem intended to demonstrate continui.ty; this is reflected in the

reappointment of Genscher as Foreign l{inister. The admi-nistrationf r

deciared policies are litt1e different from those of the former

SPD/FDP Coalition. More emphasis has, however, been placed on the

need for closer political co-operation wi-thi.n the EC, for more

Alliance solidarity and for 'genuine' détente with the East.

6. On defence, the Government i-s 1ike1y to press for the strength-

ening of conventional defences ( though budgetary constralnts may

limit this) and, if there is no progress on Il{F, to prepare the

German population for the stationing of Cruise and Pershing II

Missiles on FRG soil before the end of f983. This is likely to

become a major issue in domestic German politics in the course of

next year.

Foreign and Commonwealth

2O October L982

Offiee
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ANGLO-CERMAN SUIVIMIT

28-29 October 19ez

CERII{AN ECONOIqY

Brlef by HI'l TREASURY

Points to make

(i) share concern of German government about low level of
activity in economy and rLse of unemployment. Slowd.own in German
economy serlous for Europe as a whole where growth prospects gen-
erally weaker than in US ancl Japa.n.

(ii¡ Note that German slowd.own reflects slower growth of dom-
estÍc economy as well as slowe:: growth of world trade.

(iii) Welcome German progress ln containÍng inflation (currently
5 per cent and expected. to fal.l to 5-4 per cent next year).

(iv¡ l¡IeLcome, too, reduction in German interest rates which has
been achieved without undermining monetary targets or ÐM exchange
rate.

(v) Share German belief that contÍnued, downward. pressure on
inflation through sound monetary and. fiscal poÌicles stfll needed..

CONFTDH{TTAL
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(vi) rmportant, though, that monetary growth shoul¿ be ad.eqúate
to allow for rlse ln real output and that pace of reductLon in
budget deficlt should take account of inpact of recession.

(vii) trnportant that both donestic and external sectors should
play a part in recovery of German economy.

BackEround

output in Germany is now expected. offlclally to fall 1 per cent
thls year followed by no growth next year. The Council of EconomÍc
"Advisers ( rwise ment ) rs only sLightly more optimistic than the
Gerrnan governnent, expecting a modest l per cent rÍse in 1gg3. Ec
Commission forecasts are similar.

2. the Gernan economy has relied. heavily on external d.emand both
last year and thls at a tlme when domestlc demand has been falling
steeply. the EC comnfssion estimates that export growth, which
was about I per cent last year, wfl1 be j-4 per cent for this year
as a whole whfle imports are flat or fal1ing. In the most recent period
both have turned. d.ownwards - imports ¡Rore so than exports. The
current balance has moved from a deficlt of Sg'Utltion last year to
a modest surplus in recent months and. is forecast to move further
into surplus next year.

3. Thfs net boost from the external sector would. have add.ed about
2 per cent a year to GDP but has been entirely offset by lower dom-
estic demand. The problems faced by the traditionally export-led.
German economy at a time when world. trade slows have been illus-
trated ln recent months when the combLnatlon of lower export orders
and falllng retatl sales have led to a stead.y d.ecline in in¿ustrial
production.

4. Unemplovnent has rlsen from 6 per'cent a year ago to more than
8 per cent in septenber, equivalent to close to 2 mLllion.

5. the low Level- of actLvlty has been accompanied by a hard-won
reduction ln lnflatlon whlch was 4.9 per cent year-on-year in
September. the government expects it to faIl to 4 per cent next year,

2
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1i-- EC Conmlssion puts it even lower. ThA,s pl-aces Germany second
only to Japan in terms of inflation performance.

6. The outgolng government of chancellor schmÍdt was firmly
corunitted to anti-inflationarv polícies and. the new Kohl coalition
promises to do ll.kewise. rt will be important, however, foriboth
the German economy and the rest of Europe that the impresslve per-
formance on inflation and the balance of payments is matehed by
domestic growth. Thls requires careful choice of pol_icies.

7. i4onetarv growth whÍch slowed sharply last yea.r has picked up
ancl Ì:etween the fourth ouarter of 1981 ancl this August was running
at 63 pcr cent annual. rate. This i,s within the tu-T per cent target
ra-nge set for the chosen ageregate, cent::al Bank ploney, but about
2 ¡rer eent above the infiation rate, ì-eaving some rooú for reaL
grott'th. The prevj.ous Sover:nrnent was aí-mÍng for the top of the range
and in ¡:re'sent ci.rcur¡stances 1t seenìs apprc.nricte for thç new goveï,n-
ment to rl.o -i.íkewÍse as l-ong as this can be achÍeved. withor:.t jeop-
ardising the exchange rate of the DM which has a.ppreciated gradual-l,y
ovrr the past year but shotild probabl.y rise further

8. The SchmÍdt governrnent was partir:ul-arly sensitive to the size
of the T:r:dget defici-t in the wake of Germanyrs experience as cne of
the rlocomoti¡¡esr of the world economy in the laste-19zos. The
general government cleflcit rose to 3 per cent of GDp in 1 979, then
rose furthçr under the impact of recession to 4$ per cent in 1 9g1.
The Schrnj-ct coaLition macle strong efforts to counter-act the rise
in the deficit. Public lnvestment v¡as reduced sharply ancL the growth
Ín government current consumption curbed.

g. Neverthel-ess, it is aL.ready clear that the deficit for lggz
will be hf.gher than projected. The Kohl governrnent is committed to
cu.rbing the deficlt and will announce detail.s of a revised 1983
budget on 27 October. rt has alread.y proposed a 1 per cent increase
tn v/\1, a temporary loan from hlgher income earners, postponed.
pension increase, reduced chlld allowance, highen hospital charges
and a 2 per cent limit on clvil servantsr pay increases to offset
concessj.ons to industry.

3
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10. '¡/e share the German governmeRtrs desi.re to curb the bud".;
deficit over the nedfum-term, but 1t, wLll be i.mportant that this
i's nst done too rapldl¡r - proT,ong'fng the domestlc recesslon and
forcing German companles lnto a renewed, .e¡pont drlve. The previous
German government agreed wtth the IMF staff et ttre time of the last
Articre IV consurtation in Ju1y, that a iaige 

"nå 
dudd.en red.uctlon

Ín the deflcit would. be inappropriatç given the.cgnrent weak leve1
of actlvity.

HI{ Treasury :

20 October 1982
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ANGLO-GERMAN SUII},IIT

28-29 oCTOBER 1982

ENLARGEI{ENT

Brief by Foreign and Connmonwealth Of fice

1. llÍe agree with Germans on in:portance of naintaining momentum

of accession negotiations, Püt in doubt by posltions of France

and Italy. Applicants (especially Spain after election) will be

looking for and need eneouragement at v¡hat may be critical stage

in democratic development. Tfould favour expression of this by

declaration fron Ðecember European Council.

2. For any slgnal frorn European Council tA have va1ue, must

register progress in accession negotiations with Spain.

(Portugal well ahead)

( It rai.sed) Italians ideas: Phased Entrv

3. Sceptical; would cause major political problems over extent of

participation in policies and decisi.on making. Postponement of

decisions on Spanish/Portuguese parti.cipation in most important

areas of Community poliey will not help EC resolve them satis-

factorily.

CONFIÞENTIAL
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French ideas: Linkage between enlarEement and own resources

4. L,fust make clear we do not see why accession negotiations

should. be held up rvhile Cor:rmunity sorts out o\¡¡n internal problems

or why accession should arvait, and be sinultaneous r,vith, creation

of new own resources. Ir:rportant Spain and Portugal realise blame

for delay because of linkage lies rvith France, not UK and Germany

No reason why costs of enlargement cannot be accommodated within

I7o ceiling provided CAP expenditure kept under control. Develop-

ments on CAP nnuch more important pressure: moreover enlargement

costs will have fu11 impact only torvards end of transitional

period,. Political dangers of keeping Spain and Portugal waiting.

EC/Spain L97O Agreement

5. Important to us that Spanish accession leads, after only short

transitional period, to ending of imbalance in trading conditions

inherenr in, and exacerbated by deficient Spanish implementation

of, EClSpain l97O Agreernent. îhis was concluded when Spanish

industry much less competitive, and now favours Spain quite

unreasonably. Delays to accession negotiatj-ons make this harder

to tolerate meanv¡hile. Creating serious problems for some seetors

of IJK industry (Ford and General Motors cârs ir:tported over 4Vo

tariff against 377a tarlff in Spain); effects causing real concern.

Working for a solution through Comrmrnity action.

Gibraltar

6. If frontier stays closed, reserve right to raise matter in

relevant chapters of accession negotj-ations. ITave made clear to

Spain and Parlia¡nent inconceivable that there should be closed

frontier between two parts of EC.

CO N F¡DENTIAL
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Social Affairs Freedom of ,Yovement (If ralsed)

7. Understand, German concerns. But wonder if Cornmunity can be

more rlgorous with applicants than with Greece?

BACKGROUND

l-970 EC S aln A eement

8. lfe are starting a campaign to draw the attention of our

partners to the unfair tradj-ng advantages Spain gets under, âS

rvell as by not fully implementing, the i-970 EC/Spain Agreement.

Spain has taken advantage of the very high tariff protection the

Agreement provides to become highly cornpetitive and export

oriented in certain sectors sensitive for British industry, notably

cars/components. There is no more prospect now of renegotiating

it than at the time of earlier unsuccessful attempts. France and

Italy are not prepared to make the necessåry concessions on

agriculture. But w'e should shortly be ready to put to our partners

ideas for dealing with the sensltive sectors in the transltional
period after accession; and for measures before accession to safe-

guard our industry from unfair eompetition. L{eanwhile it would be

useful to flag our concern, not least because the Germans are

l1kely to be the most difficult of oUr partners.

Italian ldeas: Phased Entry

9. French and Italians both fear impact of Spanish accession on

thej.r gro$¡ers of l{editerranean produce. Italians envlsage

'political accession' by Spain and Portugal in 1984 with decisions

on their participation in most difficult EC policies (notably CAP)

left until 2 years later. Though they are not now suggesting that

other EC members join the 'slow streamt with the new entrants, the

coneept has obvious dangers f or u.s,

CO N FI DENTIAL
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Freneh ldeas: LinkaEe Between Ûwn Resources and EnlarEement

lo. French, with gathering support frorn all our partners except

the Germans, insist the Community must declde on more own

resources before enlargement, and that new own resources decision

and accession treaties should be ratlfied together. This means:

a) enlargement bound to slip by years - 1986 would be

optinristic;

h) French likely to try to shift blarne on to us for delay

because of our positi.on on EC hudset and new own resources

S_o_c_i_a-t. Affairs dom of l,{ov nt

11. Germans acutely concerned about present and potential

rtGastarbeitert' (foreign workers) and flagged this eonqern' in

their reply to 14 Thorn. (New Government expected to be even more

sensitive) T¡rey are currently trying to persuade the Community to

toughen its previous position (not less than for Greece €9,

7 yeaxs) on the traasitional period for freedono of movement for

Portuguese workers in the accession negotiations. Domestically

have no objection to German line. I{owever, vls-à-vis Portu'guese

do not wish to be in forefront of argui-ng for tougher terms and

would not therefore wish to give any commitrnent to Germans.

Foreign and Commonrvealth Off ice

20 October L982
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EC BUDGET AND ENI¡A'RGEI',IENT (See further Brief 2(c))

Points to make

- Enlargement can only aggravate problem of bud.getary
Ímbalances. Much of the bill will come to the IJK and
Germany, already the onLy net contributors.

- Med.iterranean prod.ucts r6gines need. especÍa1 care.
France, ïta1y and Greece all have as much interest as
Spain and Portugal in errpensive arrangements, which again
would be paid for by Germany and the lIK.

- Danger also that France and others will treat enLargement
as occas{ion for increase in own resources. No reason for
this; but must avoid position where GermanÆK opposition
to extra o!m. resources regarded as responsible for delay
in enlargenent. Must firnly establísh that developmentsJ on

CAP e:çend-íture more critical than enlargement in deciding
when 1 per cent ceiling reached.

- Most sensible solutíon must be new budgetarîr arrau.genents o

which would cover acced.ing states and existing members,
to place limits on net contributions.
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EUROPEAN ACT

Brief by Foreign and Commonwealth Office

POINTS TO I4AKE

l. I|ave noted your governmentrs interest in advancing

the work on this. Agree that it is important for Community

not to lose sight of its wider object'ives. Hope exercise can

be brought to successful conclusion. Willing t'o cont'inue to
contribut,e constructivety to work on this. How does German

government envisage the exercise being carried forward under

your Presidency, assuning no agreenent reached this year?

2. tlf title is raisedl cannot agree to "Act" as title
since this has legislative o

so far suggested' we favour
. Of alternatives

3. tIf cermans raise majorit,y votingl Agree this is one of
main outstanding problems. Any text must make clear a Member

State's right to have a majoritY decision deferred where it
ests to be involved.

Declaration"
tones

cons iders

CON FIDENTIAL
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BACKGROUND

4. The Genscher,/Colombo proposals for an Act on European
Union were last considered by Foreign Ministers at their
meeting on 20 June, who agreed t,hat the ad hoc Aroup should
cont.inue its work under t,he Danish Presidency.

5, The new German Government has given prominence to the
proposals in its st,atement,s on foreign policy as an

affirmation of it.s faith in European unificat,ion. the
Germans do not expect rapid progress under the Danish
Presidency but., for obvious reasons, will press for adopt,ion
of a final text before the Federal elections in Þlarch 1983.

Genscher and Colombo addressed the European Parliament, about
the proposals on 14 October, but did not raise any new

points.

6. One of lhe main outstanding points is Lhe tit,le, lile have

asked for the document to be called somet.hing other than

'Actr, which has legislative overtones in the UK" A number

of alternatives have been put forward, including rChartert,

'Ðeclarationr and rManifesto'. Of theser sJê favour

'Declaration' and do not like rChart,err. The Germans

continue to be attached Èo rActr, however.

7. Another outsÈanding point is majorit,y voting, where the
four alternative texts which Foreign Ministers considered on

20 June remain on the table. The President of the ad hoc

group concluded, on t3 Sept,ember, that this question could
only be resolved, if at all, by Ministers. Ifr ôs is
probabler Do agreement can be reached on any of the
alternatives, this sect.ion of t,he proposals may be dropped
altogether.

Foreign and Commonwealth Office
21 October L982
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EUROPNAN MONETART SYSTEM

Brief by HM Treasury

Points to Make

1. Hl'lG is conmitted to the aiuis of the ilF, and in
particular the achievernent of greater exchange r ate stability
between EC countries.

2. Tire question of sterlingrs participation in the exchange

rate mechanism is kept under review. But we have to be

confident that conditions Viere appropriate. The premature

participation of ster:ling coulci intensify realJ-gnnient

pressures.

7. The pound and the deutschemark are both widely used in
j-nternationaL finance and hence particularly vul-nerable to

speculative pressures. Therefore we need to be confident

that market conditions were appropriate before linking such

currencies.

4. Unlike other El{S countrj-es, the IIK is an oil producer.

I'Ihen j-nternational oil markets are unsettled and. oil prices

are moving sharply the pound tends to rj-se and fal-l in line

with oi1 prices, whereas other EIîS currencies show the

-f-
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opposite tendency. This complicates the d"ecision

ster'ling' s participation.
on

,. Further success by all- EC countries in combatting inflation
and cutting their fiscal- deficits will create conditions more

conduci.¡e to exchange rate stability in the EC

Back und

r. The ult is a founcic::-inember of the Et{s and. participates
in negotiations on its nodification and in realignn ent
conferences, but the pounc. does not participate in the exchange

rate mechanisn.

2. 'rhe fundamental difficul-ty with participation is that an

exchange rate barget and. a monetary tar6et might conflict. rn
such a case the monetary target uould have to be given precedence.

t- Âfter enjoying a lelativery tranquil two years fron its
inception in 1979, tire EI{S has in the last 18 months encountered

more difficul-t conditions with najor realignments taking place
in October 1981 an<i rebruary and June L9Bz. Recently the market
has seen the French franc and Danish krone as being liable to
devaluation against the relatively strong deutschemark and

guilder, but speculative pressures have so far been resisted
by the authorities.

4. since June the pounci has enjoyed a period. of relative
stability against the deutschemark, with the rate mostly
:remaining in the range DM 4.26-+.Vo. This stability results
from market confidence in the currencies, and is not the

result of our pursuing any exchange rate objective.

H 11 Treasu
2l- October -2
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DSFE$CE I{{TTSRS

Brief b¡¡ MínistrY of Defence

Points to Make

UK AITD FRG DESENCE POIICÏ

1.. Need. for cLoser bÍlateral cooperatiou on management

of main issues norr bearing on alliance strategy - conventioaaL/

nucLear balance of emphasis, better use of defence resourcest

IFF (Inte:nediaüe Range NucLear Forces) d.eploJment, éüc -
and to r€víew opportunities fo¡ coLlaboration in procurrement

and sales of equiBment.. ifope you ean agree to instruct

officiaLs to caxry bilateral díalogue further. New strategic

id,eas in the air - SHAFE (Supr"eme Headquarters All.ied Powe:rs

Europe) study, .A.ir lancl 3attle, Air Land Battle 2O0O. fhese

must be studied in NAIO - but also suitable üopics for bi-

lateral dialogue.

2. FalkLands errperience has not changed tbrust of TiK defence

polícy. Main thr.eat still comes from USSR. Our conmitment

to NA|IO, and to ou:r four main rolest as filfl 8S eVe3. 1^/e

shall also maintain our out of area capability.

,. Understand deu.ograBhic and financial pt€ssul€s in FRG.

I¡ie too have problems. Buü for UK defence has priority.

I
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IIK conmítted to V% target until at least L985/6 (FatklanL

apart). Iuture of FRG policy, spending plans? Vital for
US Berceptions that Europeans pulL üheir weight. 'l¡Ie must also

use existing resources better - have put forvrard id.eas in
M.fO, hope you will support.

EQUIFI'IENI IESIIES

ll. I.IeLcome progress on inportant collaborative progrâmlles.

3ut very concerned about arrangements for sales of collabora-

tive proJects. Essential that Proposed t'lOU aLlow:ing Iß to
take political r.esponsibility for sales - ¡ùilê 3RG retains

industrial benefits - should cover existing Tornado and 155 nn

giun projects.

Background

TIK AT{D T'RG DEFEI{CE FOT,ICT

,. $aia ilir.ection of ïlK d.efence policy remains as set out

in Cnnd 8288. lJe shall ¡oaintain our four main roles - Strategic

Deterr.ent, Central Region, Eastern Atlanüic and defence of

Home Base - and str"engthen capability to deploy out of ar"ea

aü short notice. Falklands lessons to be in December l,lhite

Paper.

6. FRG r^ecord on V/o targpt good, (annual a\rerage 1979-81:

2.4% compar.ed with IIK!s 2.?/o): but future plans uncertain.

Co¡nmission on Iong-Tern Planning of the Bund.eswehr foresaw

serious manning problems, because of declining birtbrate,
and equipment cost escalation in face of developing threat.
Rened,ies existr eB Inore r.egular sold,iers, but are e:çensivo

liütle sign that neïr go\¡errrment intends üo tackle problens

2
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energetically. Many infLuential ÁnerÍcans still unconvinced

that Europeans ar€ puLling weigbü - thr^eat of neo-MansfieldisB.

?. IJK co¡nmitted to 5% - but has long rqalised that this will

not suffice unLese existing resources are used better. ÏlK

suggestions over Last two years for wide-ranging studies into

NA1O organisaüion fell on deaf ears: but June Sr¡nnít endorsed

need for more rational resource use. UK has the¡efor"e approached'

problem from oüher end, suggested short studies by specialist

g1oups into li-nÍted a¡eas of activity, to strleamline procedures

and save money. If successfuLr scoBe could be r'rideàed.

Sa¡op}e subject areas - nilitary traffic controlo equipment

codifieation, u€ie of civil resources. FRG reacüion cautioust

uninaginatir¡e - fears new bureaucracy. But need for newt

radical, Íd,eas - NATO risks becoming hidebound.

8. New sürategic concepts recently aired - sote by SACEURT

some by US Arny.

å. SHAPE studv - plans nainly airborne interdiction

of advancing l¡Jarsaw Pact second echelon forces by

conr¡entional, buü rsmartt - p¡ecision gUided - rounitiotls.

Now ACE (¿ffie¿ Conmand Europe) doctrine, but not

acceBted foruallY bY nationS.

. b. @ - us arrY (not ACE nor NATO)

doctrine. Seeks to achieve sane resulü by land-based

forces using latest technolggy to acquire and d,estroy

targets. Can be read to call for early nuclear,/chemical

release.

Air land Battle 2OOO

A vaguer concept, clerived fro¡o b), calling for higb

oobility ancl initiative by saa11 uniüs Ín a compl-ex,

1
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highly technological battlefield of L995 +. Again¡ -:J-ê of

Duclear,/chenical lreapons unclear - sortrê claj-m that ne!{

vreapons üII raise nuclear threshold.

lhese concepts are easily confused with each other, and. with

SACEUR's separate but r.epeated argunent (to IISS, RUSI) that
4% æaL increase in spend,ing Alliance-wide during each of ne:rt

six years would assul€ conventional deterrence by eud of decade.

ilK uilitary e:eerts criticise eLements of all of them; the

new technolory would, be expensive - US industry main beneficiary?
Gernans anxious to channel iliscussion into NAIO, prevent d.ebate

being pursueð ia the press. trIe shar.e this wish, but want to
discuss the concept further with Gernansi êS. greater conventional

enphasis coul,cl enable us at Least üo changp (? reduce) nuclear

süoclpile, tbus défusing tpeace t movements anð possibly genera-

ting new arms controL lnítiativss. Oüher topics suitable for
bilateral dialogr¡e: political game pLan for Il{F deplo¡rnents -
lgBV will be tense, Soviet pressure great - and use of resoütcês.

Political i¡npeüus from Head.s of Gorrernment would ensur€ that
üore intensir¡e consultation process got off to good, start.

EQUTPMEÌvI rSSrrES

9. llaluable IIKÆRG coLLaborative links. rrnmed.iate difficulties
caused by Ge:nan budget prob}ems now largely overcome.

ïnportant nevr Anti-Tenk d.ed Weapon and Air üo Air Missile
proJects noving forríard. But German Government has so far
shor'm no inter.est in joining research work being launched

by iiK on new Combat Airc:raft.

10. RestrÍcüive C'ernan afltrs export policies have frustrated
most efforts to sell Tornado and EIïTO Howitzer. Revised

4
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Geman guidelÍnes aLlowíng mor€ fLexibility for coLlaboratíve

proJects were iatroduced, in May and to e:rpLoít this UK has

proposed a d¡aft t{OU (nirroring an earlier frÆRG arrangement)

wher.eby one partner could take polÍtical res?onsibility for

a sale. Ag¡.eement on te¡.ns has been reached except that FRG

has not agreed, to rretrospectivet aBBLication to saLes of

existing projectsr so excluding [ortraðo and FIÍ/O. This is

unacceptable' (Prospeetive saLes possibilities awaiting

Gersan clearance are R8199 for India and forrrado for Saudi

Arabia, Kuwait, UÆ and Oman).

Hinistry of Defence

21 October 1982
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ANGT,O -GJJRI'IAN SUT{T/E[
28-29 ocrCIBER J.982

II{TERNAIIONA]., DEBî PROBI¡ffS

Brief by Hll lreasuqy

UK interest
fo agree on the need for continual surveil-lance of the inter-
national banking scene until the transition to global economic

recovery is further advanced.

Point s to make

(i) Strains inevitable in transitional period. Borrowers

had to learn they can no longer rely on inflation to solve

debt problems. Counterpart is prospect of growth and stability
built on effective ad.justment.

(ii) Cornmon interest in heaLth of systen as a whoLe.

Defautts would be in no one's interest, debtors or creditors.

For a najor debtor to default would mean closure to then of

world!s banking and capital markets and severe disruption of

their trade.

(iii) t'[ature of problems widely debated. Greater under-

standing that precipitate aotion, by banks or.countries,

would be counter-productive. L,ess tendency to lunp all

-1
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countries in a region together. Mexican exercise so far
j.npressive example of international co-operation. Recent

inproved tone of inter-bank narket

(iv¡ Recent easing of us nominal interest rates inportant
in relation to dead-weight of debtr. possible reduced deray in
91obal lrecovery, general cLimate.

(v) substantial anxieties remain. Political instability
eg in a.rgentina. No guarantee yet that Mexican and other
negotiaüions with ïl{F will be concluded satisfactoriry.
Eastern Europe remains precarious. Banking confidence stilL
fragile: reduced private sector loans to dsveloping countries
associated with L59í' raLI in ldc inports. As yet no assurance

tirat US interest rates will not go up again.

(vi) Ior problen countries need to judge in each case

optirrum mix: of adjustnent, Ilmr/IBnO assistande, and if
necessary resched.uling. Blanket solutions would, und,ermine

agreed counter-inflationary grobal strategy. Reschedullng

should not be automatic or painless.

(vii) Although cannot displace role of banking sector, rl{Frs

position centraL in 'BOs. Inportant to reach agreement at
forthcoming rieeting of Interj-nr Connittee on ad,eguate and

tinely increase in resources.

(viii) oil price j-ncreases spur to progress in seventies, but

continuing responsibility on banking supervisory authoritÍes
to strengthen worldwide sr¡rveillance arrangements and level up

standards.

-2-
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tsacksround

l. ilhe international banking scene is still fragíle. Much

ciepends on the satísfactory resolution of the Mexican problem

and no serious reverse after the Brazilian election in Novenber.

The German banking system is also vutrnerable because of

e]çposure to Eastern Europe. It will be inportant to.avoid

exacerbating problem through blar¡ket defensive action by banks.

2. [he debt problern should prove transitional but is very

large. lhe IllF estirnate ttrat the long tern externaL debt of

NODCs, some FrOO¡n in I9?8, will have risen to É5OObn in L982

(about ÊaOO¡n to official creditors and FrOO¡n to'private

creditors). However on their central economic prospect

forecabt debt setvíce/export ratios can bê,,e:rpected to decline

with a recovery of global economic activity:

b S Ra NODC *

Net Oil e:çorters

Hajor exporters of nfrs

low-inoome countries

0thers

rq?2

25.1

r? .7

10.1

L2.7

Lqw

2r.l
Lr.I
9.9

]'2.5

Iq8l

,r.o
18.8

26.8

20.4

t_oB2

77 .L

20.1

70.2

2r.4

1q86

tl.r
Lr.o

2r.9

18.8

t exclu<iing short term debt.

t. Ii vras agreed in [oronto in septenber to seek to

accelerate settlement of the question of increased Ili!'

resources at the neyt Interi¡r con¡iittee meeting. lhe us

have recently suggested infornally a ne!'¡ approach conbining

-r-
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a quota increase of SDR 25bn, a smaller figure than others

have so far f avoured, with a GAB trwindow[ of SDR lObn under

which G-10 countries would provide additional resources in

emergencies. It has also been suggested that countries

roigtrt try to make the quota increase effective not later
than raid-1984. This possible conpromise is currently being

considered by G-! tr'inance Ministers with a view to soundings

being taken of developing countries and the possibility of

advaricing the Interin Conrnittee meeting.

4. [he Basle Conmittee drew up a set of guide]-ines on

the supervision of banks' foreign establishnents in l9?9.

Ihese guidelines, known.as the Concorclat on banking

responsibilities, can be summarised as follows: the super-

vÍsion of branchesr solvency fall-s to the parent authoritiest

whilst liqui<lity of branches and subsidiaries fal-Is to the

host authorities. Solvency of subsid.iaries is in the first

place for host authoritj-es, but the principle of consoLidation

means a substantial - sonûetimes pre-eminent role - for the

parent authorities.

I{ }i TR.TASURÏ

21 October, L9B2

4
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AIIINEX

NOIES ON pRoBrÐr ooUNTRIES, oCTOBER L9B2

A - I,AIIN AT{ERTCA

¡.RG]INÎINA. Total debts fir? aj-l.ljon (end June 82).

Éf5 ¡itfion in interest and principal is due in the second

half of this year. But Argentinats creditworthiness is

deteriorating due to the infLationary policies being

followed by the Bignone regiroe and growing signs of political

an¿ soc:lal instability. A najor rescheduJ.íng seens unavoidablet

despite Argentine reluctance. Instead Argentina .is trying to

negotiate short-te¡.n bridging finance with the international

banks to tide then over untiL January I9B, when they hope to

obtain a ] year IMF standby. ECGD remain off cover.

E!$@. Total debts approaching É8O bill-ion

Brazil needs to raise Fr-, billion ín the last quarter of the

year to service debt and meet an increasing cument account

deficit, expected to reach Ff+ ¡iffion in ]-982. Brazí] has

recently experienced difficui.ty in raising loans and liquid

reserves fell from Ê+å ¡iffion to FZt øtttion in the first

20 days of Septem-k¡er. Despite Noverrber elections the

Governnent has introduced a series of etergency teasures

over the last month including curbs on nonetary erçansion,

iroports and foreign travel. Further restrictive measures

are erryected after the November elections and if necessalT¡

the authorities may copsider opening negotiations with the

ilulr.

I
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U$IQ. Total indebtedness about ÉAO tiffion.
A flight of capital earlier this year and inability to borrr.

further led to e&ergency econonic measures by the Mexicans

ar¡d international assistance conprising several forms of
support including the BIS bridging Loan Ín which the Bank

of England participated. The second.of the three tranches

of the Brs loan has just been made available (conditionarry

because of slow progress in the IHF talks) but this has not

been announced. longer term support must come fron the IMF

in conjunction with an econo¡rric adjustnent progranme that
will have to. be severe. Negotiations are proving difficult
'because of the }lexicanst attitude to the Ilitr', their initiaL
siishandLing of the situation and the scaLe of adjustment

required, but agreement is expected by nid-Noveuber on a

J year progranme worth up to É4 biüion. |[he Mexicans are

separately negotiating with the banks about refj.nancing their
debts (cumently subject to a 90 day rooratoriun on repayments).

The new President de Ia Madrid succeeds President Lopez Portillo
in December.

The Mexicans have not asked to reschedule their officially
supported debts. ECDG remains technically on cover, but

with a linit that allows very Little new business.

2

CONÍ'ID]Ë[.{[IAIJ



CONFIDBTIIAT,

B - EAST ETTROPE

I:UGOSL,AVIA. llotal convertible curren cy indebtedness ÉeO ¡iffion.
Tugoslavia has .failed to come to grips with increasingly

severe payments imbalances despite an IIIF upper tranche

programrne. She nay have great di.fficulty in avoiding a debt

rescheduling, but inports are being cut d.rastically, and the

Yugoslavs say they will not reschedule. Negotiations have

been taking place for some months with a group of US, Canadian

and Japanese banks for a flrOO nillion loan (with moral. support

fron the State Department) and the BIS has been sounded on

the pcrssibility of providing a large 7 Yeay stand-by facility.

'Ihe Governor of the l[ational Bank of Tugoslavía visited L,ondon

last nonth to assess the prospects for further loans from

British banks; the latter were not enthusiastic; but they rcay

eventually offer a relatively snal1 loan although this wouLd

'be far l-ess than the Yugoslavs say they need. ECGD has a

substantial exposure (S7OO nillion) but is now virtually off

cover except for short tem business.

. flotal convertible currency indebtedness 927 bL1.31on.

Virtually none of the ÊfO Uiffion convertible cuxrençy obli-

gations falling due in 1982 has been paíd. Progress is

being nade on the rescheduling of unguaranteed banking.debt

due in 1982. An agreement uay soon be signed under which

the Poles will receive back half the interest paid this year in

the for.¡o of a 7 lear credit. tfestern official creditors

agreed after the imposition of nartial law not to resune

talks on official rescheduling for the tirre being. Ílhe.

.-7-
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effect of this refusal is to allow Poland, IOü/o de facto
relief on both principal and. interest and, some creditors ari"

nour reconsidering. But the us (an¿ Srance) still firmly
oppose the resumption of taLks.

I{UNGARY. Total convertible currency indebtedness fiT r, bil_lion.
Hungary faces short term liquidity probrems, and. a substantial
debt burden over the next few years. The imnediate position
hra,s eased by a fizto million Brs suppo::t package earlier in
the year (in wrrich Bank of England. participation without

official backing is F1o uiillion) and a new cor¡mercial bank

loan ot fiZOo nillion. The BIS renewe¿ F]OO nillion of the

original facility, which matured in October, and agreed to
lend a further fitOO nillion. Ilowever ÉIOO uillion of this
wil"l be macle available only when the ø110 nillion balance

of the original facility ¡oatures in Novenber. Ilungaryrs

prospects will bc helped by thc conclusion of an II"il' stand-by

arrangeuent which requires torr¿l: r,.djustnent measures.

Resclreduling remains a possibility. ECGD cornmitmerits are

rodest and under ti6Ìrt co¡itrol. '

GDR. Total- convertible curency indebtedness FfO Uiffion.
GÐR is unable to raise substantial new credits. from lfestern

banks. It has introduceC measures to cut irrports fron the

llest and boost exports to convertible currency narkets. A'

request for debt rescheduling cannot be ruled out in itg82l

though is more likely to occur Ln 1987. !üe understand., in
confid.ence, that an approach has been made to the FRG

r assi"r;;"" in raising a DYI t.5-, bi;r,
(fit.5 billion) financial cred.it. ECGÐ has introduced tighter

market li¡¡its but is stil I
4
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ANGLO-GERIvIAN SUIII{II
28-29 oCTOBER 1982

ANGLO-GERMAN BILATERAL QUESTIO }E

Bri-ef by Foreign and Commonwealth Office

BACKGROUD

l. 'tVe have no bilateral protrlems with the Germans.

Z. Dr Kohl's visit to London has set our relations r,vith the new

German Government off to a good start. Ìïe sha1l hope to build on

this at- the Summit and al subsequent meetings at official level.

.{mong nneetings planned are:

- bilateral discussions on Japan in Bonn: ? November

- bi1 ateraL discussions oi the Third World in Bonn: ? Nok¡ember

Anglo-German information talks i.n Bonn: 8-9 November

German Deputy Political Ðirector tr{FA to London: 6 December.

3. A number of b1latera1 meetings between the CDU/CSU and the

Conservative Party are also planned, notably the visit to Bonn

by L{r Parkinson with some 20 l{Ps and }'lEPs, planned for the end

of September but postponed until early in the New Year because

of political uncertainties in the FRG.

4. These exehanges are to be seen as part of the general exercise
t--l"of 'thiekening up Anglo-German relations' rvhich rvas endorsed by thej

:

Prime L{lnister and Chaneellor Schmidt at iast liovember's 
i

Anglo-German Summit (ioint press statement attached at Annex).
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Nov. 20 t98r

THE FOLLOç^IING JOINT STATET4ENT WAS ISSTJED AT THE END

',I.¡Ë

OF THE TALKS BETÍ¡fEEN l4RS MARGARET THATCHER, THE PRTME

MINTSTER AND HERR HELMTJT SCHMTDT, THE FEDERAL

CHANCELLOR, IN BONN ON NOV. 18 r981:

on the occasion of the 10th in the series of regular Anglo-

German consultations held aE llead of Government level, which have

reaffirned the broad agreenent of the two Governnents on all irnportant

issues, the Chancellor of the Federal Republic of Germany and the
prime Minister of t,he United Kingdom paid tribute to the large number

of Links which have grown up between the German and British peoples

and which support and cornplement the close co-oPêEation of Ehe two

Governments.

lFhqy welcomed the multipticity of contacts which have beenr . ¡ ¡¡\

furlher strengthened since Britain's accession to the European Ccnrmunity

and which are also an expression of the ç,¡ill of the German and British
peoples, together with their partners and allies, to defend their
comnon external security and their common values.

2, The two Heads of Governrnent noted that bilateral relations
are interwoven in the closest, and most varied fashion with those

arising from the two countriesr membership of the EuroPean Community

and their participation in European Political Co-operation. They

welcomed the fact that the range and intensiEy of contacts is greater

than at, any other stage in the history of the two countries, partly
as a result of activities v¡ithin Lhe EuroPean framework.

3. The Federal Chancellor and the Prime Minister recalled that
their two countries rnake a significant contribution to comnon defence

within the framework of the Atlantic AIliance. In this context,
the Federal Chancellor paid tribute to the indispensable role of the

British forces in the Federal Republic of Germany. The two Heads

of Government underlined the Altiance's objective of a rnilitary baLance

which is to be achieved and stabilised at the lowest possj.ble level.
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4. The two l{eads of Government stressed the particular
importance for relations between the two countries of the conLributions
rnade by the following AngIo-German organisations:

The regular meetings of groups of Parliamentarians from both countries;
The Anglo-German SocieLy wit,h its annual Xiinigswinter conference;
The Anglo-German Association.

They also commended the contribuEion made by the international
conference centre Wilton Park, which began as an Anglo-German

initiaÈive and developed into an international meeting-place.

5. The Federal Chancellor and Ehe Prime Minister paid tribute
to the bilateral partnerships and exchange programmes, in particulEr
to:

The more than 300 town-twinning arrangements;
Sc ient j. f j.c and academic exchanges;
Anglo-€ernlan youth exchanges; and

Anglo-German exchanges of public servants

6. In the economic and social sectors they welcomed the work

of the German Chamber of Commerce and Industry in London, the British-
German Trade Council in Cologne and the Anglo-German FoundaÈj.on for
the Study of Industrial SocieEy which was seÈ up in 1973 on the
initiative of the Iate Federal President lleinemann and is becorning

an increasingly important forum for social and economic contacts.

7. The lleads of Government paid tribute to the work of the
Goethe Institut in Great Britain and the British Council in the
Federal Republic of Germany. They emphasised the need further to
promote the learning of each countryrs language by the people of
the other and welcomed all efforts to this end.

8. The two Heads of Government, stressed [he importance they
attach to the role of the press, radio and television in conveying
to the citizens of each country a comprehensive picture of the other,
They paid tribute to the existing close co-operation betv¿een Ehe media"

9 . The Federal Chancellor and the Pr ime t"linister drew

attention to the following possibilities for improving and expanding
bilateral relations:

CON FI DENTIAL
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Increased involvement of Ehe younger generalion in all
Anglo-German meetings and an even broader spread of existing contacts
and exchanges for apprentices, trainees, young trade unionists,
industrial and professional associations and sinilar groups;

An increase in co-operation in the information sector,
above all in the field of television;

Concentration of the work of the Anglo-German Foundation
on activities desj.gned to bring together opinion-moulders on both
sides and to increase the Foundation's impact on public opini.on.

10. fhe two lleads of Government agreed that the further
development of AngIo-German relat,ions and the regular cc-ordination
of the European and international positions of their two countries
would serve not only the citizens of their Èwo countries but also
the cause of European unity and common security within the AIliance.

/
They instructed their officials to keep the bilateral

reLati'onship under review wi th the aim of reinf orcing the links that
already exist and of developing others where necessary and to make

a progress report to the Heads of Government at a future summit

meeting.

,æ
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ANGLO-GER¡4AN SUM}IIT
28-29 oCTOBER L982

STEERING BRIEF

Brief by Foreign and Commonwealth Office

INTROÐUCTTON

1. This Su¡mit, the twelfth in the series of regular consul*u-

ations at Head of Government level , will be Cbancellor Kohl's

first. The Prime Minister met hfm on 19 October a¡d got oo well.

The Sumr¡it will a1Iow tbe two leaders to forge clear li.nks and to

talk in detail about subiects covered in London, especially the

Comn:unj-ty. the Prime Minister will want to thank the Chanceilor

for rallying to the Community position on steel exports to ttre US.

We sl¡al1 need to bring home to the Chancellor the case for a"

lasting solution to the Budget problem, while the Germans are

Iikely to press their ideas for rûew Ímpulses? within the

Community. lYe can expect the other main themes to be international

economic a¡¡d trade questions, transatlantic and East/'!Vest

relations and defence.

2. Ðr Kohl has little experience of international affiars. In

the four weeks since he has held the Chaacellorship the focus

of his attention has been almost entirely domestic - although

he has r¡isited both Paris and London briefly and has already

I
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experienced his first Franco-German Summit (2I-22 Octobe:

llis government had a difficult birth. The method by which

it came to power the fconstructive vote of no confidence'

has met with the disapproval of much of the electorate:

Herr Scirrniclt was a popular Chancellor and Herr Genscher is
widely blamed for disloyalty to the SPD/FDP Coalition.

3. The months leading up to the llarch 1983 elections rv111

not be easy ones for the new administrati-on. The German

economy is still in trouble - unemployment may hit the trvo

million mark before the end of the winter and growth is virtually
zero ancl therne is a tough bu<lget to push through the

Bunclestag. Ilerr Strauss i-s waiting in the wings for an

opportunity to return to the centre stage. Herr Genscher's

position as FDP Cl¡aj-rman is under threat and there is a serious

danger that the FÐP rvi1l not be in the Bundestag after the

March elections. lVithout thern tile CDU r:nay not win a nrajority.

4. Dr liohl thus has five monttrs to starnp his mark on the

Chancellorship before he seeks a rnandate frorn the country.

prestige to be gainecl from international cliplomacy will be

irnportant to him. He will therefore want the Surnr¡it to be

a success; we clearly share that interest.

The

OBJECTIVES

5. Botlt sldes w111 wlsh to use this occasion to underl-ine the

high importance attachecl to Anglo-German understanding and to

conti,nuity in our bilateral affa"irs; and to emphasi-se the

extent to r,vhieli British and German interests eoincide. The

Prime il{inister nay wish to express the hope that a strong

relationship can be built up between the UK, the FRG and France

2
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to the benefit of the Cor::nunity, transatlantic
lVest relations. Specif ic airns f all uncler f ive

and East/

broad headings:

(a) The Comrnunity

See Community Steering Brief

(b) Internâ.tiona1 Economic and Trade Questions

It[j-nisters will wish to exchange views on thej-r

domestic economies and on the world eeonomic situation.
The Prime tr{inister coulcl explain ttrat our two countries'

approach on trade, as on economic and monetary policy,

is similar , but the UK has further to go in restoring
competitive efficiency: we shal1 need help cluring

the transition. She may also wish to continue dj-scussion

with the Federal Chancellor on Japanese trading
poliey. She rnight stress the need for a constructive

approach by the EC to the GATT rninisterial meeting next

month, but without excluding recourse to speclfic
restrictive action against imports when justified. She

could explain to Dr Kohl her views on the ti-ming of

the Bconomic Summit. He may raise the issue of

concerted action wíthin the Cornmunity on uneroployr.rent.

(c) Transatlar¡ t ic relations

Ministers wi-1I r,vish to continue their consideration

of how to put transatlantic relations back on a more

even kee1. Chancellor Kohl may wi-sh to discuss further
with the Prime [finister how he should use his visit
to lïashington in mici-November to encourage the

Americans to take account of European pre-occupations.

3-
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II¡e should stress our willingness to play a

constructive role in transatlantic affairs, while

reaffirrning our support for European positions on

the substance of nany current issues in dispute.

(d) East/Ilest Relations

l{inisters wj-11 wish to exchange views on the present

state of East/West relations, particularly the

pi.peline problem, the situation in Po1and and the

prospects for the À{aclrici CSCE review meeting when it
resumes in November. Chancellor Kohl will explain 

,

his belief in tgenuinef clétente and the need for
dialogue with the Eastern bloc, although his opposition

to Russian aclventurism and their i-nterference in the

internal affairs of other states is in no doubt.

We shal1 wish to stress our cor¡lmon perception

of Soviet behaviour, wirile reassuring the Germans that

we too believe in keeping channels of cornmunication

open to the ltast .

(e) Defence and Security

The change of Government in Bonn gives us a valuable

opportunity to give a ne\r¿ impulse to Anglo-Gerrnan

coordination on how to matìage

"Alliance strategy, both nuclear and conventional,

and to review the opportunities for collaboratj-on

on procurernent and sales of equipnent. This will take

place against a background of strains lvithin the

Alliance ancl on the FRG defence effort, rapidly

A
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accelerating equipment costs, budgetary constraints

and the consequent need to make better use of existing

resources. lfe shall need to reassure the Germans

of our comr.ri-tment to the Central Front (the Falklands

notwithstan<iing) and to underline the importance of

sticking to tire 'dua1 track' decision on INF.

STRATEGY AND TACTICS

6. The rnost pressing UK aim will be to put over to tþe new

German team, ancl particularly to Dr Kohl, our case on the

Community Budget. But, before dj-scussing this, or indeed

any other international issues, it might be politic to

devote a little tir¡e to dj-scussing lessons from Hlt{G's

experience of the last three and a half years and the situation

facing the Federal Governrnent. It would also be appropriate

to express adrniration for the vigorous and conficlent start

which Dr liohl has rnade, particularly his determination to

give top pricrity to getting the Gerrnan economy back on the

right path

7. Dlscussj-on could then move to the Community (see Community

Steering Brief). The Budget will not be uppermost in the

Federal Chancellor's mind and he will no cloubt wish to

e>çla:n flrst his general approaeir to the Comnunity.

8. Dr Kohl 1s no expert on world economic and financial

issues; cietailed discussion of these should be left to

Finance ùIj-nisters. He must realise however the iraportance of

getting an early grasp of this fielcl, glven the

repercussions j.t has for his own dornestic economy. The Prime

.i
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Minj-ster might give hir¡ a ful1 account of her current

preoccupations, concenttating perhaps on the problem of

indebtedness and the prospects for recovery.

9. Gj-ven the priority Dr Kohl attaches to inproving

with lVashi.ngton there rvil1 be advantage in according a

share of tirne to this subject. There should be l1tt1e

difference betrveen the trvo sides on the nature of the

problem and on how to approach a solution. The Prinae

night invite Dr Kohl to expound his views on ilast/i[est

relations including hÍs intentions as regards meetings

Soviet and other East bloc leaders.

relat ions

fair

tr{inister

with

10. On defence, the Pri¡ne Minister might concentrate on

seeking Dr Kohl's agreement to our objectives for close

bilateral coordination on defence issues and fixing
firnly in his mlnd the value of our contributior¡ leavi-ng

it to Defence l,,Iinisters to have rnore detai-led discussion of

harclware etc. Foreign lvlinisters wilI cover the political

aspects, êg arms control, where Anglo-German cooperation is
hj.ghly developed and of great benefit to the Germans. The

Prime ùlinister may also like to ask Dr Kohl for his impressions

of French defence policies in the light of his meeting with

President il{itterrand on 2I/22 October.

11. The Prime l,{inister may also wi-sh to take a suitable
opportunity of reaffirming the great importance we attaeh to a

German abstention on the Latin A¡nerican draft UN

resolution on ti:.e Falkla¡ds.

6
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PROGRAMME

LZ. In add.ition to Chancellor Kohl, the German team will include:

Herr Genscher, Vice-Chancellor and Federal Foreign Minister

Ðr Wörner, Federal Minister of llef ence

Herr Stoltenberg, Federal- I'linister of Finance

GraT Lambsdorff, Federal Minister oT the Econom¡r

The Prime ûflnister will be accompanied by: '

The Chancellor of the Exchequer

Secretary of State for Foreign and Commonwealth Affairs

Secretary of State for Defence

Secretary of State for IndustrY.

The British team will leave London late in the afternoon of 28 October,

arriving in Bonn 1n time for _talks before dlnner with their German

opposite numbers. Tne Foreign and Commonwealth Secretary w111 joín

Heads oS Government for dinner; other l,{inisters will dine separateì"y.

,r'he following morning's programme will begin at 0900wlth an official

welcoming ceremony at the Federal Chancellor's Office, followed by

a series of short tête-à-tête meetings -át 0915 
.

and then a plenary sessj-on at around u945, attended by all Ministerial

particlpants with advisers. At 1]30 the Prime l'{lnister and the

Fed.eral Chancellor will give a press conference in the press room of

the Federal Chancellor's Office. At 1230 the British party will

leave for Cologne/uonn airport from where the Prime [4i-nister will fly

to Berlin. Other Ministers w111 return to l-,ondon, arriving at RAF

Northolt at around 1320.

7
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CONF¡DENTIAL ANNEX A

A}IGLO-GER}IAN SUÀ{IÍIT.. 28Ih-29th OCTOBER

U}IITÐ KINGDOI{ OBJECTIVES

Primary
1. To establish a good rvorking relationship with the new

Federal Government.

2. To stress Her Majesty's Government's commitment to the
European Comrnunity and our common ground with the Germans

on many Comnnunity issues (economic policyrenlargement), while
emphasising the importance of finding a fair and lasting
solution to the Budget problem.

3. To discuss how to improve transatlantic relations and to
exchange views on East/Il¡est political and economic retations.

4. To consider world economic and monetary problems, '

including international indebtedness; to co-ordinate positions
on international tracie issues to be discussed at the GATT

lfinisterial meeting; to establish firmly in German mj.nds that
\,ve are close in our approach on internal economic policy, and

that this should be reflected by close eollaboration in
international meetings.

Subsidiary
5. To irnpress on the Germans the extent of our involvement
with them on defsnce issues and our cooperation on a whole
range of security interests; to reaffirm our commitrnent to
maintain British Forces in Germany and to test the water on

the possibility of closer bilateral ciiscussions on the
future of defence policy in Europe.

6. To explaì-n British policy on the Falklands and to seek
German diplomatic support at the UNGA.

7. To underline our interest in and enlist German support
for securing early agreement on the Cornmon Fisheries Policy;
to respond f;ositively to any German priorities on European
Community issues, €.9. Genscher/Colornbo, lvhich are not
inirnical to our interests.
B. ?o seek convergence of views on oth.er current international
issuesrparticularly the lliddle East.
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PROBABLE GEFrr,{.AN OBJECTMS

Primp.ry

1. To stress tbat a CÐUIFDP Government intends to rvork even

more ef fectively with lfer llajesty's Government than its SDp/FDP

predecessor.

Z. To explain that the broad outline of German foreign policy will

remain unchanged, but emphasise the need to irnprove transatlantic

relations and to take a firm view of relations q¡iththe Soviet Union

3. To try to advance the Gensdner/Colomho proposals and to,sound

out the prospects for future discussions of the Com¡nunity budget

dispute.

Subsidi1ry

4. To reach the widest possible agreement rvith us on East/lYest

political and economic relations and world economlc and monetary

problems.

5. To assure themselves that the balasce of United Kingdom defence

policy will not he altered by the Falklands dispute and in

particular that EAOR will not be reduced.

6. To concert strategy on enlargement and to seek United Kingdom

support for German interests on other Economic Community issues,

notably Turkish inmigrant workers.

7 . To exchange views on other current international lssues,

particularly on the Falklands and the Middle East
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CONFIDENTIAL ANNEX C

ANGLO.GERMAN SUMMIT, 28.29 OCTOBER

CHECK LIST OF SUBJECTS FOR DTSCUSSION

1. European Quest j.ons

- EC Budget (inc CAP)

enlargement
- EClTurkey

- European ?Actf

. CFP

- Franco-German Summit, 2I-22 October

- prospects for December European Council and German Presidency

2. lfest/West and East/West Questions

transatlantic relations (including steel)
- East/lTest economic relations (including pipeline)
- Poland ( including rescheduling)
- cscE

inner German relations
3. Ðefence and Disarmament Questions

- British defence polì-cy after the Falklands (including BAOR)

- German defence polic¡r (including the report of the long term
defence planning commission)
INF

- START

conventional arms control in Europe (MBFR, CDE)

equipment collaboration and sales

4. iforld Political Questj-ons

- Arab/Israel and Lebanon

- Europe/Latin America (including the Falklands)
- British policy towards China (including Hong Kong)

- Central America

- Iran/ fraq and the situation in the Gulf
- Afghanistan
- North/South dialogue
- UNLOSC

- ECIASEAN

- Southern Africa/Namlbia
Cambodia

ional Eeonomlc and Monetarv Questlons5. Internat
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Prime Minister
Chaneellor Kohl

Mr Pym
Ilerr Genscher

Mr Nott
Dr Wõrner

G Howe
r Stoltenberg

Sir G Howe
Graf Lambsdorff

Mr Jenkin
Graf Lambsdorff

Mr Jenkin
Ilerr Stoltenberg

CONF¡DENTIAL ANNEX D

ANGLO-GERMAN SUMMIT : 28-29 OCTOBER

Sub,jects for Discussion by Individual Minlsters

The Community (inc1. Community Budget and the Genschet/
Colombo proposals)

International Economic and lrade Questions (incl.
indebtedness , Japan , protectionism )

Transatlantlc Relations
East/West Relations
Defence and Security
Falklands
Briti-sh Policy Towards China (inc1. IÍong Kong)

Community Budget (ineludlng CAP)
EC Enlargement
Genseher/Colombo Proposals
CFP
Franco-German Summit 21-22 October
Prospects for December European Council and German

Presidency
Poland
cscE
Inner-German Belations
INF, START,.Conventional Arms Control in Europe (MBFR,
Arab/Israel and Lebanon
Europe /Latin America (inc1, Falklands)
Central Ameriea
Tran/ Iraq and the Sltuation in the Gulf
Afghanistan
North/South Dialogue
UNLOSC
EC/ASEAN
Southern Af rì.ca/Namibia
Cambodia

British Defence Policy
German Defence Policy
Current NATO issues
Nuelear Issues
Arms Control
Equipment Collaborati'on and Sales

Internatlonal Economic Questions (inc1. indebtedness)
Community Budget
Domestic Economies

International Economic and Trade Questions

Steel
Airbus - 4320
Industrial Techology Collaboration

Industrj-a1 Policy Questl,ons

cDE )

Sir
Her
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CONFIDENT¡AL AI\NEX E

RESUT{E OF BRIEFS

Brief No 2: Euroþean Ouesti-ons

See the European Community Steering Brief (Brief No 2a).

Brlef No 3: Transatlantic Relations

We must maintain transatlantic unlty and deny the Russians

opportunitÍes for wedge-driving. ltle sha1l also conti-nue to

remind the Americans that differencesof transatlantic perception

are inevitable, but that these must not be exaggerated.

Brief No 4: East/Ilrest Economic Relations

The Germans are also involved ln talks with Americans about

broa'd East/\liest economie questions following La Sapinière. They

share our wj-sh to resolve the pi¡reling problenn on an acceptable

basis as rapidlSr a.s posslble. I{e must continue to work closely

togetlrer on this.

Brief ilo 5: East/West Political Relations (including Afghanistan)

Alliance unity is a prtmary requisite for dealing rvith the Soviet

Union. The right approach must be to make clear to the Bussians

that negotiations aimed at real reductions are the only alternative

to rising expenditure on arms. The lfest has advantages in a1l

spheres, technology, economy, politics, etc, except arms. We nnust

build on these advantages. llle need to examine together fundamentals

of East/West policy, in particular with a'view to examining':6tr¡

relatlons with the Soviet Union in a transitional post-Brezhnev

phase.

Brief l{o 6: Poland

ille shal1' :wish

the importance

approach based

to deplore recent events in Poland and emphasise

of maintai-ning a united and co-ordinated Alliance

upon commonly agreed policies and objectives.
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Brief No 7: CSCE

The Alliance position for the reconvened }fadrid Conference has not

yet been decided. All are agreed on the need for a critical review

of Eastern violations of the Helsinl<i Final Act but the Americans

are not yet persuaded that the negotiation of a substantive

conclurilng document should be resumed. UnÍty is important if the

West is to malntain pressure at Madrid.

Brief ltro B: Inner-German Relations

Kohl has said his government will continue to develop relations

with the GDR. But he is 1ike1y to put more emphasis on Germany

as a whole and to bargain more toughly for humanitarian concessions

from the GDR. The i-nitial GDR reaction has been strongly negative.

Breif l.lo 9: Defence trdatters

Ille shoul.d aim for closer bilateral cooperation on the management

of the maln challenges facing the Alliance and for better

collaboration on procurement and equipment sa1es.

Brief No 10: Arms Control and Disarmament

We should underline to the Ger¡nans the need for a steady nerve and

patience over the next year in the lead up to the first Cruise

and Pershing II mlssile deplo5zments. We should stress to the

Germans that NATO's INF (and stART) proposals still carrl/ credibility

with the public and that it v¡ould be premature to consider changes.

Brief No LLa: Arab Israel and Lebanon

lÍe should consider i,vith the Germans the Ten's role in encouraging

a realistic approach in the Arab rvorld to the opportunities

created by the Reagan initiative and the Hussein/Arafat discussions

On Lebanon, the most intportant question is the forrn and scope of

peacelieeping operation required as part of the wj-thdrawal of all

forei.gn forces.

, CON FIDENTIAL /BT icf



CONFIDENTIAL

ANNEX E eontd

Brief No 11b: Euror;e /Latj-n America ( includlne Fa1k1 ands )

ItIe should explain that we cannot accept any call for negotiations

with Argentina over the Falklands and urge German abstention in

the ïiN vote.

Breif No 1lc: British Policv towards China (in cludine Hone Kong )

Our relations with China are good, despite some differences over

llong l(ong and the Falklands. On Hong Kong rve have achieved our

first gcâlofstarting talks aimed at maintaining stability and

prosperity.

Brief No l1d: Lran/Iraq e¡dl]:e éltuation in the Gu

The r.var contlnues at a lower 1evel of intenslty. The prospects

for a negotiated settlement are poor.

Brlef llo l1e: North/$outh Dialogue

It is important that all Summit

position on g1oba1 negotiations

partners stay united around the

established at Versailles.

Brief No ltf: UNLOSC

lìte are sti1l examining the texts and no decision has yet been

taken on signature (which rve believe can be separated from

ratification). Like us, the FRG have still to make up their minds

about the Convention. We ãre conscious of the defects in the deep

sea mining aspects, but rve also have to consider the longer-terrn

prospects for stability in this a"rea. and the other important

UK interests deriving from existi.ng contj.nental shelf and

navigational provisions of the Convention.

Brief No 11g: EC/ASEAN

ASEAN set great store by Foreign Ì{inisters meeting with their

EC colleagues and have already lobbied in London. There are

obvious difficulties in the rvay of, their wish for full EC
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participation at the meeting j-n Bangkok next February.

Brief No 1lh: Southe:'n Africa and Oarnbodia

If Namibia is raised, we could stress the irnportance for an early

settlement of agreement on Cuban troop withdrawal from Angola.

If the current initiative should fail, the Five must stick together

and keep hopes of a negotiatèd settlement a1ive.

Brief No 1li: Cambodia

The new Coalition has allowed the Ca¡nbodian oppositlon and its
ASEAN backers to retain the political initiative at the UN and in
the region. But the resistance forces must be able to look after
themselves in Cambodj-a, while ASEAN and the IVest must avoid

breaking ranks as Vietnam tries to evade the eonsequences of her

Cambodian policy.

Brief l.lo I2a: Prosnects for the World Economv

Output in the major economies has recovered slightly, though it
is too early to say whether a broad upturn has started. Inflation
and interest rates have been reduced and should foster recovery next

year. Monetary policy should remain firn if inflation is to be

contained, but welcome flexible approach adopted in US"

Brief No 12b: International Debt Problems

We need to agree rvith the Germans on the need for continual

surveil-1ance of the international banking scene until the transition
to global economic recovery is further advanced.

Breif No 12c: Internatlonal Trade Problems

We share the Germansr concern to avoid unjusti.fied recourse to

protectionist measures and believe the EC must keep pressure

on its trading partners (Japan, US) to maintain the onen tradj-ns

svstem. But the Communlty cannot afford to appear indj-fferent to the

/di fficul t iei
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difficulties facing donnestic industry.

Brief No 13: Anslo-German Bilateral Questions

There are no bilateral problems. Kohl's visit to London

our relationship v¡ith the new German Government off to a

itie sha1l hope to build on this.

has set

good start.

Brief No L4a: FRG Scene: Political

The nerv CDU/CSU/I'DP Government has only five months to make its

mark before Federal Elections next rVarch. Genscher has borne the

brunt of criticism for the break up of the SPD/FDP Coalition. It

is not yet clear whether Schrnidt rvil1 stand again as the SPD's

Chancellor candidate. If not,the SPD may move to the 1eft.

Brief No 14b: FPG Scene: Economi-c

Activity in the FRG

world trade growth.

has been re<ltrced to

The nerv CDU/CSU/FDP

po11c1es.

rer:nains d.eoressed, partllz ref lecting slower

Unemoloyment has risen sharply. Inflatj-on

5% and is expeeted. to fall again next year.

government remains cornnnitted to anti-inflationar)
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FEDERAL REPUBLIC OF GERMAITfY - BASIC STATISTICS

ANNEX G

Population
(mr11rons )

Labour Force (estimates)
(mi11ions )

Unemployed (7o of
civilian labour foree)

Gross Domestie Product
(Us $ bn)
Gross Domestic Product
per head (US $ )

Annual Rate of growth
of GÐP (7")

Annual Rate of growth
of Industrial Production

Consumer Prices (lo cbange
on year earlier)

Balance of Payments on
Current Aecount (US $ bn)

Trade

UK Exports to FRG

UK Imports from FRG

Defence
Spending (as a % of GDP)

Total Armed Forces

Aug

Aug

July

Oct

1980
1981

1980
1981
]-982

1980
1981
1982

1980
1981

1980
1981

1980
1981

1980
1981
L982
1980
1981
L982
L979
1980
1981

r979
1980

r979
1980

6r .57
61.66
23,365
23,+35
24,285
3.7
ã.5
7.4
819. 12
685. 10

13, 303 .9
11, llu.9

-6.11
-L6 .46
-7 .20

ç.4,234.6 million
95, 113 .0 million
95,801.0 million
95,700.9 mil1j.on

1.9
-0 .3
-0.8
-0.9
-4.7
5.5
5.9
4.9

1981 3.O%

495,000 (225,000 conscripts )
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THTS DOCUI4ENT IS THE PROPERTY OF HER BRITANNTC MAJESTYIS GOVERNMENT

PMVX (82) 2a

22 October 1982

COPY NO.

Ab¡GLO-GER!4AN ST]MM IT
28/29 OCTOBER L982

E1¡ROPEAII Q$ESTIONS: STEERING BRTEF ON THE EIIROPEAN COITMUNITY

Brief by the Foreign and Commonwealth Office

INTRODUCTION

1. This Anglo-German Summit provides a useful opportunity to
explain our views on Community matters to the new German

Government in advance of the negotiations on budget.

arrangements for 1983 and later. We shall want to convince

them of the need to find a lasting solution to the budget

problem which is fair, both to Germany and the united
Kingdom. The German rôle will be all the more important in
that they will hold the Presidency during what is likely to

be a decisive six months beginning next January.

2. We do not yet know the detailed views of the new German

Government on Community matters but the general lhrust is
reasonably cl,ear. They are f irmly committed to the

development of the Community and have called for "ne$/

impulses" and in particular for the Communit,y to reach

agreement on the Genscher,/Colombo ideas for a European "Act" '
They are probably more dependent, on Lhe agricultural lobby

than their predecessors " Some of those mainly responsible
for German Community policy (Herr Genscher and Herr Ertl in
part.icular, as well as the off icials who advise them) have

kept t,heir jobs and it seems unlikely that there will be

fundamental changes of policy. The Schmidt government

tl
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declined t.o co-operate with us in f inding a lasting and
community solution to the budget problem and they took the
line that Germany only had a probrem because of the need to
contribute to refunds insisted on by the unit.ed Kingdom.
They 1ed t.he pack in pressing for a low figure for our basic
refund and then, in addition, refused to pay their normal
share of it. rt was largely this which led t,o t.he breakdown
in the spring and the current difficulties about financing
the 1982 refunds.

TJK OBJECTIVES

3. our main objective must be t,o convince the new German
government that they ought, in their interests as well as
ours, to cooperate with us over the budget problem. Tf we
are to stand any chance oi success in this aim, we must
convince them that we are dedicated to community membership
and have a broad and constructive attitude to its current
problems. We must, above all, avoid giving them the
impression that we are only interested in money - orr âs is
frequently alleged on the continent, that we have a narrow
"accounting" or "balance sheeL" approach to the community.

4. rt will clearry be very difficult for the Kohl government
to concede a normal financing share for uK refunds in respect
of 1983 and 1984, given what Lheir predecessors achieved for
L982. But we must not miss this opportunity to persuade them
to be more constructive than their predecessors. hre need to
convince them that it is in their interest to establish bot.h
a better system of control over community expendit.ure and
also a permanent check on the size of the net, contributions
of the net contribut,ors. To achieve olrr joint objective of
giving new impetus to the community it is essential to get
this problem out of the way. rn doing this¡ w€ must be very
careful not to give the Germans the impression that we are
trying to gang up against France. Kohl will not cooperate in
an explicitly anti-French policy.
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A}¡GLO-GERIIÍÄN S TJMI,ITT

28-29 oCTOBER 1982

EC BUDGET (INCLUDING CAP)

Brief by Foreign and Commonwealth Office

POINTS TO MÀKE

t. I mentioned to you last week the Community budget

problem. There is a problem not just for gritain; it affects
you too and it derives from the whole structure of the

Community budget. A Community solution is required.

Z. The problem is that the financial burdens and benefits of
the Communit.y are not shared equitably among lhe Member

States. Because $/e have a relatively small and efficient
agricultural industry the preponderance of agriculture in the

budget works against us despite the fact t,hat' we are below

the Community average in prosperity. Because you too are

more an industrial than an agricultural economy and benefit
little from the Community's other policies your exposure to
any increase in Community spending is virt'ual1y open-ended.

3. Some object to talking about net contributions, but fact
is that British and Gerrnan taxpayers are transferring real
money to t,he recipients of Community expenditure in the other
Member States. The tJK is already transferring a sum close to
our tot.al spending on aid to the third world to Member States

most. of which are more prosperous than uS. Enlargement

likely to increase the burden on existing members. Not

reasonable that it should falt mainly on the UK and Germany.

ij
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4. On present policies, Portugal could end up as net
contributor. Generally recognised that that would be wrong

because it, is a very poor country. The same principle of
relative prosperity should be applied to Community finances
as a whole. If we are to see a Community of Ten or Twelve
prospering and developing as we would both wish it to, there
must be a fair sharing of burdens.

5. So somet.hing must be done about the budget problem, not
just a stop-gap short-term solution but a more fundamental
approach which however must take account of the real
interests of all Member States. The United Kingdom warned

about t.his problem before our accession and the Community'

promised to f ind solut,ions if necessary. This was one of the
understandings on which the United Kingdom joined the
Community and it must now be respect.ed. For t.he last 3 years
t.emporary, limited refunds have, with great reluctance been

agreed for the Uniteô Kingdom. The negotiations have been

difficult, and divisive. The Community have been wasting time
and effort on repeated sterile batt.les wilhout facing up to
the underlying problems.

6. IIf 1982 Agreement not completed] This problem must' be

resolved at Èhe November Foreign Affairs Council. If it
remains out,standing at the Copenhagen Summit, I will have no

alternative but to raise ic there and failure on that
occasion would have disastrous consequences for the
Community, because it would mean that. the Community was going
back on an agreement already reached.

7. For 1983 and later years a lasting solution must be

found. The United Kingdom would be prepared to accept
based on the same principles as the 30 May Agreement.

an agreement should last until such time as a more

fundamental reform of Community finances was made as a
of enlargement or any other change in circumstances.

one

Such
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8. Irf chancellor Kohl refers -to the "overpayment"] rf the
rest of the Community agreed to an arrangement such as I have

just discr:ssed, then, in return for this, t,he United Kingdom

would be prepared to make some further restitution of the

alleged over-payments but certainly nothing Iike the amounts

the French have suggest.ed, no doubt for negotiating reasons.
This would be a contribution by the United Kingdom to the

agreement. There is no lega1 or moral obligation to make any

further repayment of t,he alleged over-payments and, in the

absence of a satisfactory solution for 1983 and laterr ûo

furt,her restitution will be made.

9. We understand that at some stage the Commission might'
suggest a review of the Community's financial arrangements in
the context of enlargement and the exhaustion of own

resources. the UK is not convinced that any increase in own

resources will be necessary even after enlargement. We have

however to take note of the views of some other Member States

that own resources will have to be increased at the lime of
enlargement and that a review of the Community's financial
arrangements is therefore necessary. Our attitude to such a

proposal, if it were made, would be det.ermined by the purpose

and nat.ure of the review and the proposed terms of reference.
The Government would need to be convinced of the value of a

review before agreeing t,o it. No precondit.ions about the

outcome could be accepted. The objectives of any such review

would need to include the construction and implementation of
a lasting solution to the British budget problem.

I0. These are ma jor issues, !,/here $ie have important
interests in common. I think it would be sensible for
keep i.n close contact at. Ministerial and off icial level
the weeks ahead. Could we asree that

Foreign and Commonwealth Office
22 October L982

r-ls to
in
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THIS 'CUÙTENT IS TTIE PROPERîY OF TTER BRITANNIC

PMVX( 82) 2a Corrigendum

25 October L982

TY ' S GOVERNMENT

-coPY No. $

AT{GLO-GERMAN S IT

28/29 OCîOBE 1982

EUROPEAN QUESTIONS: STEERING B F ON TIIE EI]ROPEAN COMMUNITY

Brief by Foreign an Commonrvealth Offlce

1. The attached she should be inserted in place of the
the brlef.present third page

reÍgn and Commonwealth Office
25 October 1982
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HANÐLING

5. The Pri-me Minister might start the dlscussion on Community

matters by reassuring llerr Kohl of our fj-rm commitment to the
Community as one of the twin pillars, with NAÎO, of our foreign
policy and of the Governmentts determination to eontribute to
the Communityts strength and development. fn this connection,
she could refer to the continulng series of speeches which
British Ministers have been making on European themes. lVe

too, like Herr Kohl, want to get the Communi-ty movi.ng agaÍn.
We have made constructive suggestions about the progress of
the Community (Mr Pym), information technology (Mr Baker), the
future of the social fund (Mr Tebbit), and reglonal policy
(Mr Prior). lVe intend to continue to play a constructive role
in di-scussion of the Genscher/Colonbo propo sals for a European

'Act' (brief 2e).

6. The Prime Minister will then want to explain the vital
need for the Community to get an equitable and lasting
solution to the budget problem (brief 2b) and to point out
that it is a problem for Germany and the Community as a whole
as well as for Brj-taln; that the problem arlses because of
the excessive domi-nance of agriculture in the Community

budget so that Britajn, with a relatively sma11 agricultural
sector, receives only a. sma11 share of Community expend.iture
and Germany, whi-ch is also a mainly industrial country, is at
rj-sk from any increases in Community spending. She could
suggest that the prospect of enlargement will make the need

for a fairer sharing of burdens still more evident. To avoid
the extra cost fa1I1ng on Britain and Germany and to prevent
Portugal's becoming a net eontributor, the Community should
adopt the principle that relative prosperity must be applied
to Community finances. She rnight remind Chancellor KohI
that at the time of the UKts accession, the Community promised

to find solutions and this must now be respected.

CON F¡DENTIAL
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HA¡TDLING
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7. If no agreement has been reached on L982 refunds, s.

wilr want to warn him of the serious consequences if this has
not been resolved by the time of Èhe European Council. On

1983 and later she will want, to suggest that the time has
come for a solution which would last until there is a
fundamentar reform of community finances ¡ eg as a resurt of
enlargement,. If Chancellor Kohl raises the "overpayment" she
could say that if this approach is accepted the UK would as a

gesture of good will be prepared to negotiate further about
overpayments. She will want t.o explain our attitude to the
idea of a review of Community finances. Finally, she might
suggest that they agree at the plenary that there should be

close conÈacts between the two sides in Èhe weeks ahead.

8. The Prime l,linister might then turn to enlargement (brief
2c), a subject on which German views are close to our ovrn.
She might urge Chancellor KohL of the advantages of a

positive declaration by t,he December European Council to
reassure the applicants (particularly Spain after their
elect.ions) about the Community's intent.ions despite the
"technical brake" which the French have tried to put on the
negotiations. She might also urge him not to support the
French idea that enlargement could not take place before the
completion of a review of the Community's own resources. She

might say that the imbalance on industrial trade is a mat.ter
of serious concern to us (see brief).

9. The German side may refer to Germany's wish to prevent
full freedom of movement of workers between Turkev (brief 2d)
and the EC, a commitment which the Community promised in 1970
t.o implement by 1986. l.te need not t,ake a firm position until
the Commission produces iLs overdue proposals on this issue.
The Prime Minister could assure Chancellor Kohl that, in t.his
mat.ter, the United Kingdom will pay close regard to German
interests just as Germany was sympat.hetic to the interests
of her Community partners in dealing with the Fa1k1ands
Crisis and the steel crisis" It would however be necessary

CONFTDEN.TIAL
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to consider how German wishes could be reconciled with our
joint interest in maintaining Turkey's links wit.h the West.

10. On the Common Fisheri.es Poli (Brief 2g) discussion
will depend on development,s at the Fisheries Council on

25/26 Oct.ober. If no agreemen| has been reached aÈ that
Council, the t!.to sides will want to consider how further
pressure can be put on the Danes to achieve a sett,lement,
before the end of the year. They will aLso wish to confirm
the agreement reached in Luxembourg on 18 October for
effective action to prevent anarchy if no agreement is
reached by the end of the year.

11. One other subj ect which could be raised is the European

Monetary Syst,em (Brief 2h) on which Chancellor Schmidt was

strongly of t,he view that Britain should part,icipate fully in
the exchange rate mechanism. We do not. know the views of the
new German Government. but a defensive brief is provided in
case the subject is raised, though we see no reason to
suppose that it will be.

Foreign and Commonwealth Office
22 October 1982
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ANGLO-GER}TAN SUI\,ÍMIT
28-29 oCTOBER L982

ECITURKEY

BrÍef by Foreign and €ommonwealth Office

POTNTS TO MAI(E

1. We sha1l pay close regard to Germâ,n interests in this

matter, just as the FRG rvas sympathetic to the interests

of her Community partners in dealing with the Falklands

crisis and the-steel crj-sis. ifhen the Commission produce

their proposals, now overdue, we sha11 look at them very

carefully.

2. It will be necessary, however, to oonsider how the Federal

Government's wishes can be reconciled with our joint interest

in maintainlng Turkey's links with the West.

BACKGROI]ND

3. A 1970 Additional Protocol to the EC/Turkey Association

Agreement þrovides for fu11 freedom of movement of workers

between Turkey and the Community by 1986. This is a matter

of great sensitivity to the Germans. There are already

1"5 million lurks in the FRG (over 90% of all Turks in the

Community). The new German Government are firmly committed

to ensuring that no more come. We must expect them to ask the

Community to renege on this commitment.

1
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4. COR¡IPER told the Commission in May to produce proposals,

but d.espite German pressure ¿ they have still not d.one so.

Unt1l they do we need not take up a flrm position. This

topic was not raised with'.the PrÍme lflnlster by Dr Kohl nor

with the Secretary of State with Herr Genscher during their
visit. The Turks have recently remj-nded us of their-'-intention

to seek membership of the EC when democracy has been

restored in 2 or 3 years tlme. This would pose serious

economic problems for the Community.

5. HM Ambassador Bonn has suggested that the Prlme Minister

might offer the Chancellor expert talks in whj-ch we could pass

on to the Germans the fruits of our experience in integrating
indigestible ethnic minorlties. This may prove a useful

offer at the right time: but we sha11 have to be careful that
it is not mininterpreted either as patronising or as no more

than a polite rebuff.

Foreign and Commonwealth Office
25 October' 1982
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ANGIO-GERHAN SUYIMII

28-29 OCIOBER L9B2

DET'ENCE I"IATTERS

Brief bY Ministry of Defence

Please delete para. 4 of Srief PPI\[X(82)9 and insert the

following:

EQUIFME}V TSSUES

4.. lJelcome progress on important collabor-ative programmes'

3ut very concerned about arrangements for sales of collabora-

tive projects. Essential that proposed t{OU allowing UK to

take political responsibility for sales - r^¡hile 3RG retains

industrial benefits - should. cover existing Tornado and 155 mm

gun projects. German agreement for IIK to sell R3199 to Indiat

and TORNADO to Kuwait, Saudi Arabia, Abu Ðhabí and Oman is

required urgently.

l{inistry of Ðefence

25 October 1982
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ANGLO-GERMAN SUMMTT
28-29 oCTOBER l-982

FRANCO-GERS{AN RELATIONS

Brief by' Foreign and Connmonwealth Office

The following two Poi nts to !,,fake and. f our paragraphs of

Background should be added to the brief, to take aecount

of the Franco-German Summit on 2I-22 October:

POINTS TO MAI<E

1. Interested in anything you can tel1 me about the

defence and security aspects of your talks wlth President

Mltterrand.

2. Encouraged by anything you can do to hring French back

more into the main stream of European defence.,although we

appreciate the unlikelihood of rapid progress,

tsACKGROUND

3¡ Following their Summit meeting on 2L122'October, Irresident

Mitterrand and Chancellor Kohl announced the establishment

of a system for the regular bilateral coordination of

securlty policy, President Mitterrand. said. publicly that

the talks had concentrated on the modernlsation of French

taetlcal forces and that those aspects of this questlon

particularly affecting German interests should be examined

by both countri.es.

/2.
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4. The new consultative framework refiects the d.ecision of both

sides to:'réctify what had hitherto been a lack of any'real dialogu,

on security matters. Frane.o/German bilateral contacts have

traditionally been devoid of much content (much less

regular and substantive than UK bilateral contacts with

each country). I{owever, it is clear from what the Germans

have already told us about the Sumrnit meeting that this

closer dialogue is nor 1ike1y to lead to any fundamental

changes in the bilateral security relationship or in

French defence policy. The Germans at:e for instance in no,

doubt that the French will in no case reintegrate their

military forces in NAîO.

5. The Germans have already told us that press speculation

about a Franco/German tnuclear axist is quite wrong. The

French, âs expected, made it clear that they would not yield any

sovereignty over decj-sions on deployment of nuclear weapons:

the most the Germans could expect to achieve, and this was

uneertain, would be âgreement to consult before their use,

if this involved targets on Ge.rman soil.

6. The French âre pressing the Germans on collaborative

defence projects - tanks, anti-tank helicopters and future

combat ai-rcraft-but the Germans say they will make no

decision until after their election, in Maretr 1983.

Foreign and Commonwealth Office

26 october 1982 CoNF¡DENTTAL
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ANGI,O.GMMAN T T 1 TA],K WITH HERR STOITH$BM,G

You have th set of briefs prepared for the Sunmit talks- You may

find it useful also to have sore supplenentary notes for your own

bilateral with Herr Stoltenberg.

2. You will want to make quite sure that there is enough time

for you to try hard to influence the way the Finance Minister looks

at the question of the financing of the--Community Budge-t. But it
wit] no doubt be polite and indeed appropriate first to learn about

Herr Stoltenbergts views on the ro ect for t Ge ec

and the new government's policies in this regard; and to be ready

to answer his questions about your policies here in the UK. Alt
this would no doubt lead to some exchanges about the world econonic

backerotrnd and internat ional monetarv issues.

t. so it wilt be ínportant to watch the clock : it really is
essential to grab this opportunity of a heart to heart talk about

Cornmunity ees. Me¡CIfùlIy Hêrr Stoltênberg speâks fttglish :

there shouLd be no tidffinsuming translation.

4. [he first attachment to this note contains some points to make,

for which I am indebted to Mr lavelle, about the German economy and

the international scene. The second contaíns a note on the Conununity

Budget. This last is being shown al-so to the Foreign Office and

Cabinet Office.
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5. Brief PlnrX(82)2h is about the EW. The tubassy in Bonn think
that there will be no pressure on you about sterling and the nargins
arrangement, but that.there will be sone praise for the way the Elfi
has worked, and sone ex¡rression of hope for sterlingrs nembership.

6. For the dossier I also attach' " (not to all)

personality note

the Green Book on llhe Budget Problen - Einglish and German

versions

the table of net contributions

l{r Edwardsr EPR Article
the Hague speech

}fRS M HEDI,EY-MIIT,ER

il^ttr'I
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ANNEX I

ANGIO-GEB}'IAN S T: CHANCEIT,OR ' S MEETING \,/ITH HERR SIOI,IENBIRG

THE GERUAN ECONOlvlY AND THE I/,/ORLD SCH{E

Geruan Economy (pmrx(ee)r+(¡) )

The ?-1 October Cabinet rninutes indicate that Dr Kohl outlined his
general approach at the informal meeting in Downing Street on

'19 October. You may wish to underline your satisfaction with
German progress in containing inflation and reducing interest rates,
the tatter without undermining the DM exchange rate. At the same

time you might express the hope that monetary growth should be adequate

to allow for a rise in real output and that the ace of reduction in
the t deficit should take account o f the impact of recession.

Ìlorld Economic Prospects (pum(42)12(a) )

hte believe the conditions now exist for a recovery in world output
although present indications are that this will be uodest, particularly
in lhrrope. lle welcomed the Japanese fiscal package. [here still
seems some ambivalence about the US monetary stance and the interest
rate prospect following the welcone reductions of recent weeks.

IMF issues. Interna rional- debt (PÌ,I\ry(32 )12(b) )

It would be useful to see how far Herr Stoltenberg has taken on

board the general UK analysis as set out at Toronto and summarised

in your Mansion House speech : the need for adjustment, rescheduling
not automatic, the respective roles of the commercial banks and

central authorities,/international instítutions. lle are by no means

out of the wood on Mexico and Brazil but recent nonths have seen a

process of education in this area.

On the positive si-de we attach great importance to agreement at
the next Interin Committee neeting on an adequate and tinely increase
in IMF resources. tr'/e saw some nerit in the revised US proposals
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that euerged from the recent meeting of G! Deputies (tfre latest
indications we have are that the Gernans have not yet reached a

view on this package). But Íf for soue reason this initiative
founders we believe the US should accept a straight IMF quota

increase of 5U/o plus. lle also see a case for a review of the GAB -
the resources of the G1O club - in its own right, given the evident
erosion in its value over the last two decades.
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ANGI,O.GERIUIAN SUYIMIT . OCTOBER 1gB2

CHANCELLOR I S MEETING !'iI[H GERUAN FINANCE $INISTXR

THE ETIROPEAN COM}{UNTIY BUDGET

Points to Make

l,rtant to use this occasion to discuss the financing of the Conmunity.

Opportunities for such talk directly with Geruan colleague not
frequent. If concentrate this time on this aspect of Community'

shoutd not be taken to mean that the approach of the British
Government to the ConmuniQr isthepurely book-keeping one which
some people allege.

2. On the contrary. The Comnunity is centraL to British polícies.
hle want to see it prosper and develop for the greater benefit of its
peoples, and in order that it should take its rightful place in the
world I s consefg.

1. We thus acknowledge the Federal Chancellorrs hopes for the
Conmunity. Our deep concern is precisely that the present financing
arrangenents are clivisiveo and that the perpetual squabbling is
a drag on the momentum of the CommunityIs development-

4. Believe that German interests and ours must be very similar.
fhe two net contributors to the Comurunity Budget. Both trying to
contain public expenditure and reduce the publlc deficit. Net

Community Budget contributions are significant public expenditure
elernents for both. Both need to be sure that the size of the

contribution is fair, and not open-ended. Both have an interest in
fostering good financial control-.

5. No apology for referring to rrnet contributionsil. Some díslike
the concept. But the net contributions a::e real. British and German
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taxpayers transfer money to recipients of Connunity expendíture in
other countries. There is no gainsaying this. Some of the recipients
are in countrieswith a higher per capita income. The British people

feel proforrndly that their net contribution is unfairly high, given

our GDP per head, which is the fourth lowest, and below the average-

6. Not only is the present system of financing the Community

inequitable. It is also inimical to the proper control of Comnunity

expenditure. Member countries who are net recipients need not bother
to count the cost, or demand cost-effectiveness., if someone else is
paying.

?. Community has paid some lip-service to avoidance of t'unacceptable

Éituations" for any member country. But have never tackled fundanental

issues.

B. The stop-gap arrangements of '1980 and 1982 have not been

solutions. 0n the contrary they have wasted tine on repeated sterile
battles. They have in some ways inflamed the situatíon.
Herr Stottenberg will know that there have been new frictions arising
from the Gernan desire to limit their contributions to refunds to the

IIK. Must frankly say that this seems a rather barren approach.

Understand wish to lirnit the cost. But limits should be approach
j-n the context of how best and most fairly to finance the Comnunityt

not in terns of members refunding to each other, with special and

complex arrangements about who is contributing to whom. The outcome

on the implementation of the '1982 agreement contains lessons for the

future.

9. One possibiliff for 1981 and beyond nay be to go on using the

principles of the 10 Hay 19BO Agreement, rrntil such tine as something

more rational- is agreed.
what a more rational appro

Can Germany and

encompass?

10. 1981 Hague speech suggested that the Community should take

conscious decisions on how the Budget as a whole should affect

CONFIDM{ITAT
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individual- menber states. These decisions would be based on

objective criteria, notably relative prosperity and population size.

11. In individual- countries resources have to flow from more to
less prosperous regions. How can a Comnunity which is supposed to
support the idea of economic convergence justify a system which brings
about the opposite?

12. No answer at all to say that burden-sharing would destroy the
orltrn resources system. Just because the Comnunity has its outn

resources this does not mean that they have to be perversely
distributed.

17. Could there not at any rate be some coherent system by which

linits are setr ot an agreed and objective basis, to the net
contributions of member states? !,Ie have some ideas. The objective
basis would take into account, particularly, relative prosperity and

population size. When the limit for a country was reachedo the
other countries wou}d nake up any shortfall this caused in proportion
to where their actual position stood in relation to their agreed

"objectiverr position. There would admittedly be conplications in
devising the details of a scheme on thsÊe lines. But it is absolutely
simple in its essence. It would be fair. It would be a rea e

to Germany that its contribution would not endlesslv rise. And it
would at last engage t e er countr ies who wouLd in certain
circumstances have to pay nore in the search for financial control,
efficiency,va1ueformoneyetc.@Sto1tenberg
have some papers setting aÌl this out.

14. Can certainly be other approaches, but seems to us that this
family of ideas could' ,produce a springboard for the future. Hope to
have engaged Herr Stoltenberg's interest. Sensible principles could

be robust enough to withstand enlargement. Adequacy of own resources

also a separate issue. UK not convinced that there should be any

increase even after enlargement.
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False CharEes etc

15. Page I of the Green Book r'[he Budget Problenrr contains answers

to the raft of false charges which are frequently encountered.

Documents

16. If this seems appropriate, documents from the dossier could be

handed over.

MEI{-M

26 October 1982
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ANNEX F contd

STOLTENBBRG, DR GIRIIAIìD, iiON GCI\,IG

Federal. Minister of I¡inance-..

Boru I92B in Kiel , the son of a clc,.rgyman. War Service
19421-45. Studied history, sociitl science and philosophy at
Kiel University, taking his doc.tor¿rte in 1954 with a thes j.s
on the work of the First Reichstzrg. Thereafter rvorl<ed as an
assistant at Kiel Univc.rsi.ty. Appo.inteci Lecturer in l{odern
History in 1960, his spt:c.ia1 topic beinf{ TÌ rprtz and his nava,J-
policy. 1965 and again 1969*70, ¿i Director of Friedrich Krupp,
¿rtrd l{e¿rd of the company's IÌcononiic Policv De¡lartment.

Hc' entered politi.cs throrrS¡kr l,he Young CDU, of wh j ch he¡ was
Federal Chairman from 1955-Íjl. A member of the Schleswig-
Ilolstein Land Par'liament f rom 1954I.-57, and again since 197I.
A member of the Bundesta¡4 f rorn 1957-7I . 1965-69 Federal Mini ster
llor Scientif i.c ilese¿rrch. Tilected a Vicr-:-Chairman of the CDU in
i9ti9 ancl from 1969*71 was Vice-Chairman of the CDU-CSU Parli.amentary
Pirrty. IIe resigneci f rom the l3undesta¡4 in l97I to lead the CIIU
cnmpaign in tire Scirleswi ¡1-I{olste j.n Land electi ons, as a result
of whic.h he became [{lnister'-President. Re-e1ec'bed i n 1979 af ter
a hard and close-fclught contest. Retturned to ilonn as I'inance I4inister
on tl:e' fornation of the CDU/CSU/}¡DP Goverrnnent in October 1982"

unser *.n.ïîi"n "Icnupoliticians f rom North Gcr:many to ro¿rch the top rank. i{c :rpf:earecl
to be IJr Koh.Lrs naitr rival v¿ithin the CDU for the nomination in
LgTb as CDU/CSU Chancel..lor'-Canclicl¿rte. . Bui'' in thr: evcnb i{oh1's
conbrol. of the ¡tarty machi.nelry ¿r1.l,olved him to oui.-manoeuvre
Stoltenberg cclmpleteJ 5r, ancl the latter's candidature never gol-
off the grout-td. This has reportedlrr left a legacy of some bitter*
l.ìess Ì:etween then¡. I'íis age and ¿rbi 1 i t i ets shc¡uld ensure him a,n
importanL future i-n the CDU. The CDUts unimpressivr; shorving in
Schle+su'ig-i{o1st;e j n j-n the 19?6 ancl l9BCI I'ecleral elect.ions; s;1ì ghtly
taruished his image but in the 1.a.t ler contest his I oyal support
for lferr Strauss' cause (he stood as Vice-Chancellor candidate)
earned hinl much c.redil; with the Union as a whole, particular'ly
in IJ¿rvaria. Thr: obviotrs choi cr: as Iri nance Mi nistcr i n Ch¿rnce1lor
Koitl's C¿rbinet.

Stoltetrberg is t¿r11, well-*trui1t r¿nd good-1ooking. R<-.served,
clvelt a little c'oo1 , but a¡ì ell'ecl-jve spe-.aker. llr: is normally
courtclous and f rieucllv, but occÍtsioual 1.y shc¡rvs si flns of impatience
or ¿ì toucil of ä"rrogancÉ). As liîin j-¡; Ler for Scientif j c Research,
ire f avoured European cooperation in the scientific f ield ancl
sltolvecl hirnsel.f well-disposed to bhe UK. I{e of ten refers to the
fact tilat the Angles came to llritain from his Lantl. Vj"sited the
UK ¿ìs the guest of lllrfG in jg7{,-

Protestant . Married. One daughtc-:r and
eluiet and takes littIe part ln her husband's
speaks good Bnglish.

son. His wi fe is
publi c 1ife. He



a



.ê.DVANCE COPIÐS FRÀ}TA ECONOMIC -,' .20 XEROX COPTES
I

FC0
ti- -.ËÌ

PS,/MR HÛRÐ
SIP. J BUTI,APJæs
MR HANNAY

CASINEÎ OFTLG
' T /;-.'. ¿ r/ Ã-æ( t tL "'i

ìfR D H.pJÌCOSI(
ÀIR G SEAPI,STON
æ
1\ l,\ ?e-q^--. o +
¡¡tn 0Rc ¡)uRrð

H,.,U ,TREASURY
| 1 1 t-/,;2. ,:,y'.j r;t
SIR K COUZENS
}TISS J E COURÎ
MR J G TIIî].ÐR
MR EDIì'ARÐ} / it ,t t <lt a't;

. R¡SIÐENÎ C'I.ERK

a/d{-ç tsliPt'j (j)
Ð/ERD
tø/
11Ð/

PLUS TCO

,"'- /¡ i r--.r
/.

,"t,'¡ /,."
' - - t .'

PLUS OGDS

MP P KENI,
H V C1JSTOI¿ ÀND

EXCrSÐ

T{AFF

SIR B TIÀYES
F '-- 

-:.-- 
-

I

I,.i

i

I

I

I

I
i

I

i

I

I

i

RESTR I CTE D

FRAFTE EC0N0r.t tC

DESKEY 2lttl1Z
FI,I UKREP tsRUSSELS 27ISL6Z OCT O2

TO IM},1EDIÀTÉ FCO

TELEGRAH NUI'IBER 3980 OF 27 CCT

INFÛ I I4I4ED IATE BPUSSELS COPE}¿HAGEN THE IJAGUÉ ROI4E ÐUgL Iil PAR I S

DONN LUXËÞiBOUË'G ATHÊNS

FORË l0N AFFA I RS C0Ui.,¡C lL ¡ 26 OCTOËER 1982

1982 REFU¡¡DS

F0LL0'*,lt{G ls rHE TEXT 0F THg c0uNclL c0:'tcLUS t0tls AS AGRtÊn, SUBJECT
TO FRANCEIS GENERAL S,ESERVE ¡ .

col¡cLustoils 0F THE F0REIG¡¡ AFFATRS HItiISTEBS ofr COt|pENsATtOil f0
THE UN t lE! K I ticDo$ FoR 1982 ( 1)

1. 0¡'l THE tsÂSlS 0F THE C0ltl'4lSSl0N'S ESTll.ïATE (+), C0HpE]rSATt0N FOR

THE U}ÛITED KINGDOI.I FOR I9S2 IS F IXED AT 8'O HILLIOî,I ECU (i"ET).

2. CORRÉCTIOHS TO BE I4AÐE FOF 19AO ÂHÐ 1981 
'f.I 

THË L IGHT OF TIIE

ACTUAL FIGURES, HtLL EE TAi(El,t l:!T0 ACCûuftT ï,H;¡t ilE00TtATtr¡0 THE

SUgSEQUE I¡T sOL UT I OI{ .

3. ÀT THAT ïtfiE, AÐJUST|4ENîS 
"ÍtLL 

9E r{Alt tN THE EV5;!IT TiIAT THE

ACTUAL FIGURE ?RTVES TC SE HIßHEF OíI LOI.JER THÂN THE 1932 3ÂSE

REFERR.EÐ TO II{ PÂFAGR'{PH 1.
IF THE ACTUAL FIGURE IS HIûHER THAN 153Û :.1ILL IO¡.I ECU 

'LIT 
LOI,IER

THÀi'¡ 15gO tl I LL lCt¡ ECu, THE ilET CCî.IPEI{SAT t0}t T0 THE UN tTED K tit6Ð0i4 tS
UlicHAtlGEÐ. lF ÎHã iICTUAL F IGURE ls H IGHER TtiÀ¡¡ li60 t{tLL t0N IcU ?UT
LC'JER THAN 1730 IIILLIOIi ECU TIIE }¡ET COI4PEHsÂTIO}¡ 

'S 
II]CPEAsED BY 90

PER CENT OF THE IIFFEREHCE BET!'EEI¡ THE ACTUÀL FICURE A¡{D 15SO f.IILLIOIT
ECU. IF T}IE ACTUAL FIûURE IS HIO}.iER THA¡i 1?30 i"lILLIO,l¡ ECU, TFIE }¿ET

CoäPEi¡SAT lCi¡ lS ItTCPEASEi 7Y 75 i.! ILL t 0il ECU PLUS 71 PEiì CEt'iT 0F TtiE
jlF¡ÊPE¡;C3 tE'l':iãËlv iHE ACT'J¿iL FtCiiRE Ai!D 17lO:itLLl0tl ¡CU.

DOT





läÂN 1430 i.l ILL lctt tcu, THE ri:T c0r4pE ilsAT I cN T0 Ti.t: u\ I TED K I ¡¡cÐort'_

IS UIICHÂNCED. IF THE ÀCTUAL F IûUÊi IS LO'/EÎ THAN I4:-ìLI ËiILL IO:'t ECU,
THE }IET COIiPENSATICì: TC THE U¡iITTD KI¡Iû!'OU IS F:EDUCEÐ 3Y A¡.I AIiOI¡NT
TCUAL TT 75 PER CTXT OF THE Ð IFFIRTiìCE 9ET.I,IIE}i T}18 AClLIAL F IGURE ANN

l4E0 ¡,il LL I Cr¡ ECU .

4. THE ÈUDGETARY EFFECT 0F THE PRESEkT ÂcRtENEt¡T 0t¡ C0I4PEt¡SÄTt0t¡
TO THE UilITED K INGDOH FO? 1932 C?¡ THE COII¡,IUITITY DUDGTT FCF 1982 !JILL
BE L IÎ'l ITEÐ TO THË ÀI.IOUt{T COPFESPOI'¡D I I¡G TO THE i,¿ET cOI.ìPE¡ISAT IoN
IlEI¡T IONED I il PÀiAGRAPH 1.

i. c0l'1PE¡{sAT l0}l T0 THE u¡r I TEi} l( I l¡ßD0r4 v, I LL AH0UfrT T0 1092 r{ I LL t0¡{
€CU (GROSS) (.+) ' IT þ¡ILL TAKE THE FORM OF ADÐITICNAL ilEASURES IIITHIIT
THE ïIÍ AI¡ I IIG OF REGULAT I OIi T¡O 27 bI./gO lIH I CH ì,' ILL DE E XTEI¡ÐED AHD

ADAPTED ACC0RDIT'IGLY. APPRûPRIATI0NS T0 THIS Ei'¡D ü*lLL BE ENTEÊED tll
THE CCiIiìiUitITY BUDGET FOR 1982. THE TOTAL AI4CUTIÎ UILL DE ADVANCED TO

rHE UI¡ I TEÐ T I I.¡GDOI,I BEFORE TI{E EIiÐ OF DECEiIBER 19S2. SURPLUSEÐ þIH tCH
EXIST FRÛIlì THE 1931 AilD 19S2 BUDGET YEÀÊS \,JILL SEÊVE TO FI¡IAilCE THIS
cor'iPE NSÂT t0ït.

IF ÏHE FIUÂNCIAL HECHANIS'4 YIELDS AI¡Y PÀYI.IEI.IT TO T}IE U¡IITED
K IIiGDO}T FOR 1982, THE AI.IOUNT CF SUCH PÀYHENT IJILL 3E D€DUCTED FROI1

PAYI1E NTS TO THE UN I TED K I NGDOTì UI.IDER THE ADÐ IT IOIIAL I.lE ASURES.

5. COI'iHUNITY RESOURCES !.'ILL BE ALLOCATEÐ TC PROJECTS OR þlEASURES

OF COI.ìHUIIITY II¡TEREST IN GERHAI,IY, TO TÂXE ACCOUì¡T OF THE I¡EEÐ TO

IMPROVE THE BUDGETARY II'IPÂCT OF COiïI4O}¡ POL IC I ES I î{ THAÏ COUNTRY.

THESE COI.ii'IUNITY RESOURCES b/ILL AÎ'iOU¡JT TO 1{E HILLIOI{ ECU (I.IET) OR

21CI FrILLt0N Ecu (GROss)(++). THE pR0JEcrs ARD riEAguRÊs Ë*tLL BE

CARRIEÐ OUT lN 1983. ÎHÊ PÀYHEI¡TS htlLL EE t'tAÐE H0 LATER THAI¡ 1953.
THE RESOURCES HETÐED fOR THIS bIiLL BE EHTERED II,I THE 1982 SUDGET.

SURPLUSES WHICH EXIST FROI'I THE 1981 AND 19Û2 BUDGET YEARS I.J¡LL
SERVE T0 Flf'¡ANCE THESE PROJECTS AND r'IEASURES. PAYl4El{TS'¡JILL BÊ HADE

O¡¡ THE BASIS OF Â REGULATIÛN BÀSED ON ARTICLE 23' TO ¡E PRCPOSED

BY THE COI{I¡ISSION. THE TOTAL AI.IOUI,IT T.'ILL DE CCI,!I{ITTED DEFOÊE Tt{E
Ei{D 0F DICEi.IBER 1982. ADVÀHCE pAyr'tE¡rTS lt¡ 1932 ARE poSSIBLE

7. THE I'II}IISTERS UNDÊRTÂKE TO TAI(E A DECISIOIl EEFORE THE T¡¡O OF

I¡CVEI,I9ER 1982 OII THE SUDS€EUEilT SOLUTION.

(1} RESERVATION BY THE FREI'¡CH OELEßÂTIOII
(+) 1530 þllLLl0N ECU

1++)THE ADJUSTHEI{T OF THE GROSS FIGURES IU PARACRAPH 5 TO TÂKE

ACCouilT 0F THE P0SSIELE CûRRECTtûrts F0RESEEN nt pAtìAûRApH 3 AS wtLL
AS THE ADJUST|4ENT 0F THE GR0SS T|CURE n¡ PARAGRAPH 6, ACC0RDtHG T0
THE CO|!II',IITI,IENT TAKEH BY þIIIIISTERS O¡I 25 HÂY 19C2 II{ FÄVOUR OF

GtRrlAHy, UtLL BE Ei¿TERED tN THÊ BUDGET Fop 1g83.
THE CROSS AHOUNTS HAVE SEEII CALCULATED OI¡ THg BASIS OF THE VAT

SIjARES COITTA I NED I1'¡ lHE SUDCET OF THi PELEVÂIJT ¡UDOETAFY YEÀÊ. THEY

llLL BE AÐJUSTED S0 AS T0 REFLECT TliE ÂCTUAL V,\T FIGUPES 0F THE YEÂRS

IiJ QUEST IOiT.

FCO ADVAï{CE TO :
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ANGLO-GERMAN SUMMIT: PROTECTIONISM

At her briefing meeting this afternoon
for a note of some examples of what
protectionism.

The most glaring relate to 'the services sector,notably:-

ïnsurance:

Air Trans ort:

the Germans are among the most rigíd
CommunÍty countries in their insisLence
on rebaining national controls, impeding
operation of the proposed non-lj-fe
insurance services di-rective and so
obligíng Unit,ed Kingdom insurance
eompanies to establish subsidiarj.es in
Gernany rather than write business for
German policyholders direct from the
United Kingdom.

again the Germans are one of the nost illiberal
of our partners. Their attitude to the
modest Community reforms that have been
proposed in respect of both.fares.and
nehr services is dominated by regard bo
the cost of support for their rai-lways
and by energy-conservation considenations.
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Road Trans ort: the Germans have a very restrictive
quofa agalnst movements by lorries
operated bV, and from, other Member
States. The United Klngdom is
permitbed only 40,000 lorry movements
per annum: our quota is particuarl"y
small, belng based on our pre-Accession
t,rade pattern. Ïle operate a simil.ar
quota only by rneans of retaliatlon-
Germany rs quota is only matched ln
its severÍty by the ltalians I .

In trade 1n goods, bhe German market is in theory as open as any -
However, the operation of their rnachinery safety regulations
creates, ih practice, as the Germans well know, signiflcant
impediments bo the sale of foreign machinery, part,ieularly if it
is not constrictedto a German standard.

A celebrated German non-bariff barrier is the medi-eval law on bheI'purity of beerrr, whieh in practice prevents the sale of foreign
béer in Germany. This has, ure believe, recently caught
M. Mitlerandts attention, and the Comrnission are at last baking
the matter up in Bonn.

The Prime Minister will no
public procurement.

doubt prefer to avoid the area of

I am eopying this to John Kerr (Treasury), Brian Fall (FCO) and
to Jonathan Spencer (Industry).

JOHN RHODES
Private Secretary

2
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COI{F IDE¡¡T I AL

FM BONI,I 26L1L7Z OCT 82

TO Illi'iED IATE FCO

TELEGRAII1 }IUIIBER 910 OF 26 OCTOBER

INFO IîII'IEÐ tATE T1ODUK B!.1G BERL IN

INFO ROUTINE UKDEL NATO UKREP BRUSSELS hIASHINGTON PARIS

COPEI'IHAGEN EAST BERL IN

INFO SAVING ANKARA ATHENS BRUSSELS DUBLIN THE HAGUE LISBON

LUXEI{BOURG ROME OSLO OTTAVJA REYKJAVIK MOSCO\d CICC(G) ALL SONSULATES-

GENERAL IN THE FRG.

ANGLO-GERMAN CONSULTATIONS, 28-29 OCTOBERT THE POLITICAL

SITUATION IN THE FRG.

1. THE l'lEvl FEDERAL GOVERNMENT, lrlH0t'1 THE PR ll''lE M I N ISTER ' YOU AND

YOUR COLLEAGUES \{ILL BE VISITING IN BONN THIS \"EEK, HÀVE COMI'IITTED

THEI'ISELVES TO AII ELECTION NEXT MARCH. THEY MUST CONVINCE THE

ELECTORATE BEFORE THEN OF THEIR FITNESS TO GOVERN. THEY INTEND TO

ACHtEvE THtS By AN APPEARANCE 0F DETERT{lNATl0N, UNITY AND Cot'lPETEliCË

RATHER THAN BY ORIGINALITY.

2. AT HOl',iE, THEY h'ILL BE CONCENTRATING ON ECONOMIC POLICY. APART

FROI'I OITAINING QUICK AGREEI\IE}¡T ON A 1983 BUDGET, THEIR 1'lAIN AIN IdILL

BE TO PUT ACROSS THE MESSAGE THAT TIf.lE IS NEEDED TO PUT RIGHT THE

F1ESS THEY HAVE INHERITED. FOR Í'1ORE DETAIL, SEE MIFT (NOT TO ALL).

3. tN FoREtGN AFFAIRS, THERE VI|LL BE LoTS 0F ACTIVITY BUT NoT Î.IUCH

NEì¡I POLICY. THE NE\'J CHANCELLOR NEEDS TO CONVINgE THE ELECTORATE, AS

þJELL AS HtS ALLIES, 0F THE CoNTINUITY 0F GERI''lAll FoREIGN PoLICY AND

0F H lS 0\rr1,: CRED lB lL ITY , DESP ITE H lS INEXPER IENCE, AS A I'J0RLD

STATES¡1AÌ,t I il SUCCESS t Olt T0 gCHr4 tûT. HE LACKS CHAR lS¡14 Al,lD, lN FoRE lGÌ'!

AS tN HONE AFFAIRS, UILL NoT ATTEI4PT FIRE\./0ÍlKS. CÂLll CoNFIDENCE tS

THE I fiAGE HE PR0JECTS. H I S F IRST IlAJoR ENCoUNTER , t't lrH THE FRENCH

LAST VJEEK, \,]Ë},IT DIST¡NCTLY ViELLg SEETNG HIIISELF ÀS AÐENÀUER'S HEIR,

HE I}ITE}.IDS TIIAT TH I S SHOULD RE¡iA IN THE EUROPEAN RELAT IO}I-

SHIP I.JIIICH ¡1ATTERS IICST TO CERMA¡¡Y. BUT HE I,JILL ALSO þJISH TO BE

sËEti r0 GET 0N \.,ËLL !lITH lll'{G, ESPECIALLY GIVEÌ1 THE NoUr GREATTR

POLITICAL AFFINITY BET\'IEEî¡ THE GERI.lAN AND BRITISH GOVERNIqENTS. AFTER

HIS EI,ICOURAGING PRELI14INARY VISIT TO LONDON OTI 19 OCTOBER KOHL !JILL

BË OPTIMISTIC THAT THIS CAII BE ACHIEVED IN A SUCCESSFUL SUMI{IT THIS

llEEK. AT THE Sur.lr'ltT, HE UÍlLL OF COURSE BE REÀDY T0 DEVoïE Tll'',lE T0

EC QUEST totts, AliD I A¡1 SURE THAT lT t.l l LL BE R IGHT FoR THE PR ltlE

tl tN tsTER TC EXPLA lN OUFÌ Co$¡CER¡lS VERY CLEARLY, t',lAK I llG THE MoST 0F

THE P0lt{T TIiAT I'i0 G0VERI'll,lEllT N0!IADAYS CAll AFF0ßD T0 G0 Ot'l BEARII'lG

AIl U}iFA IR SHARE OF THE COMI1UH ITY 'S F I NAî.IC I ÀL BURDEI"IS. BUT I TH I NK

THAT KOHL'S I'ìIiiD þIILL ALREADY DE FOCUSSED ON HIS VISIT TO \'IASHI¡IGTOII

OT,¡ T4-15 NOVEIiBTR AI{D THAT HE }/ILL THEREFOPE BE II,ITERESTED ABOVE

ALL IIJ DISCUSSIhIG TRAîISATLAÎ{TIC RELATIO$S.
Øxp¿o€NfiâL /Pr<osPcerS
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PROSFECTS FCR THE SLECTIONS

4. THE CDU/CSU ARE CURREI'ITLY PR0FESS ltlG COÌlF I DENCE T'rìAT TIlEY I'J ILL ËE

AELE T0 F0Pli A GOVERNl.lEilT AFTER THE liARCll ELECTl0tls, EIfHER \;llTH

THE FDP 0R ÀL0ltE. TltE FDP, BY CoNTRAST, REIlA lN VERY D lV IDED ANt)

UI.IHAPPY. ATTACKS ON GEI.ISCHER SHO\.J IIO S IGN OF ABAT II,¡G. V]H I LE HE SHOULÐ

DEFEAT THE LEFT l,Jlî:G CHALLEÌltER , R0l'l'¡'¡EBURGER, F0R THE PARTY

CHAIRî{ANSälP,tT Ttle PARTY CONFERENCE ll{ EARLY }lovE¡lBER, THE LEFT l/llllc
,\RE THREATÉ}I IIiG TO SPL IT THE PARTY IF I.IE DOES SO.

5. THE FDPIS PROSPECTS FOR STAYIIìG IN TIIE BUIIDESTAG AFTER THE

ELECTl0l,lS,lRE THEREF0RE Dl11. K0flL CÀNl¡0T BE HAPPY ABC)UT THIS: lF

RETURf,itÐ 10 POldER','¡lTHOUT THE FDP HE I.J0ULD L0SE HIS PERS0NAL FRlEllD

GEfrscHER AS V ICE CHANCELLCR , AND HoULD ALI'IOST CERTA lllLY HAVE T0

REPLACE HIM \.JITH THE DIFFICULT AND POIIERFUL STRAUSS.

6. SCHIlIDT HAS JUST AIINOUNCED THAT HE \'JILL IIOT STAI¡Ð AS TIlE SPÐ'S

CHANCELLOR CAI'¡D IDATE IN I1ARCH. HE IS L I KELY TO SE REPLACED ÎY E ITHER

3y HAi¡S J0CHE¡¡ V0GEL, THE 0PP0SlTICN LEA0ER IN BERLli\¡, 0R

ccNcE I vAELY BY J0HAÌ.|NES RAU, THE lil N ISTER PRES I DENT 0F NoRTH RH INE

\{ESTPHALIA. IdITHOUT SCHI.IIÐT, THE SPD ARE UNLIKELY TO \.]I¡I NORE SEATS

THAN THE COU/CSU IN THE ELECTIONS. BUT THE ELECTIONS COULD PRODUCE

A HUNO PARLIAI.{ENT }IITH THE OREENS HOLDING THE BALANCE. THAT IÍOULD

opËN vARtous possttslLtTtES, tNCLUDtNG A NINORITY CDU/CSU GoVERNMENT

CR A GRAND COALIT ION OF CDU/CSU AIID SPD.

FCO PLEASE PASS SAVING ALL ADRESSEES EXCEPT CICC(G) AND CONSULATES-

GE}IERAL IN THE FRG.

(REPEATED AS REOUESTED)

TAYLOR

Éco /øt H trFr+Èt-L
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TELEORAM NUI'IBER 911 OF 26 OCTOBER

lNFO lMI'IEDIATE UKDEL OECD UKREP BRUSSELS I{ASHINGTON TOKYO BMG BERLttrt
INFO SAVING ATHE¡IS EMBASSY BRUSSELS COPENHAGEN DUBLI¡I THE HAGUE

LUXEHBOURG PARIS ROÎ.1E CGS I}I FRG

MIPT (N0T T0 ALL) ¡ THE FEDERAL GQVERNHEI,ITT$ ECSNOM¡C PgLtCy

1. ALTHOUGH ITE ARE STILL SHORT OF FACTS OûI UHICH TO BASE

coNSIDERED JUDGEMENTS YoU l.tAY Ftl{D tT HELPFUL, tñ pREpARtilc FoR THE
UK/GERMAN CON9ULTATl0NS, T0 HAVE A¡¡ AssEsSMEllT FROM HERE 0F THE
FÂCTORS AFFESTING THE NEU GOVER}II.IENTIS ECOIIOMIC POLICY.

2. ECOI'¡OMIC POLICY POSES TRICKY PROBLEMS FOR THE GOVER¡IMENT. THËIR
ROOM FOR MANOEUVRE ¡S NARROI,'. IT r'AS OiSEONEEMENT ABOUT ECONOI,IIC

POLICY THAT BROUCHT THE LAST GOVERNHENT DOUN. BUT ITI THE FOUR
MONTHS 10 I.IÀRCH THERE IS LITTLE PROSPEST OF ATHIEVING I.IUCH. III ORDER
TO MAKE THIS PTAIN TO THE VOTER THEY NEED TO EMPHASISE THE
DIFFICULTIES 0F THE SITUATION THEY HAVE INHERITED AND SH0ìr, THAT TtÈlE
UILL BE I{EEDED T0 PUT tT RlGHf. AND THEY HAVE BEEÌ'¡ DOING THAT. BUT
SUCH A L INE CA¡I DAMAGE THE OROICTH OF COI{F IDEIICE SO ESSENT IAL TO
I I',IPROV ¡NG THE PROSPECTS FOR ÊETT I NG THE ECO¡IOMY MOV I NG AGA I }I.
UNqÊRTAII'¡TIES ABOUT THE DEVELOP¡4EI{Í OF THË ECO¡IOI,IY, ESPECIALLY
AB0UT DÉI'IAND At{D INVESTMENT PRosPEtTsr ARE INGREASED BY THE
TEMPORARY CHARACTER OF THE GOVERNMEIIT. ROOT'î FOR I.IANOEUvRE Is FURTIIER
NARR0IJED BY THE NEED To GET EARLy AGREEÍ,,IENT oft 

^ 
t9g3 BUDGET

SO AS TO HAKE IT POSSIBLE TO DISSOLVE THE BUI{DESTAG IN TIME TO GO

TO T}IE POLLS IN MARCH 1983.

3. ÐUNDESBANK PRESIDENT POEHL, AFTER AN¡{OUNCIIÛG REÐUCTIONS I!¡
THE BAIiIKIS INTEREST RATES OII 22 OCTOBER (BONN TELÍ{O 50 SAVING},
URGED THE BANKS A$ID OTHER CREDIT INSTITUTES TO PASS OiI THE REDUCTIO¡IS
TO THEIR CUSTOMERS. THIS ECHOED AlI APPEAL T}IÀT HE MADE, !,IITHOUT
ANY MARKED sUccEss, þIHEN INTEREST RATES I/ERE LAST REÐUGED ( tt'l AU.GUST)
UNDER THE PREV lous GovERNr'ÎE¡tT (80$lN TELNo 45 SAVtfitc).oil THts occAs t0¡t
HE l',As FLAÎ'|KED sY sroLTEl,lBERc ì,¡H0 HAD ATTEÍi¡DED THE BuNDEsBA¡tKts
BOARD I1EETING THAT DECIDED THE I{EIÚ INTEREST RATE CUTS. 1*,IOST BANKS
HAVE ALREAÐY FOLLOIIED THE BUNDESBANK DOT¡Í'I. ALTHOUGH BUDGETARY

DIFFICULTIES ARE ACUTE, BOTH THE BU¡IDESBANK AND THE GOVERNMEI.IT
gELIEVE THAT THE U¡IDERLYING SITUATIOII OF THE ECONOMY IS SOU$ID

AND PR0VIDES FAV0URABLE C0NDtTtONS FOR GROI¡JTH.

4. ON 27 OCTOBER THE CABINET I{ILL DECIDE ON STOLTENBERG'S BUDGET
PROPOSALS. I ND ICAT IONS 'IE HAVE HAÐ FRO¡I THE F I NANGE M I I,I ISTRY ARE
THAT, FAR FROI,I CUTTING GOVERN¡VIENT EXPENDITURE, THE ÌIEl{ GOVERNMENT
I.{ I LL ADOPT A BUDGET FOR TgE¡ PNòV IÐ I NG FOR H I GHER EXPEND ITURE
(DM 254 BILLIOI'I) THAN THAT OF THEIR PREDECESSORS (DlI 250.9 BILLIOII

CoNFIDENTIAL ./øur
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BUT BASED 0¡r t40RE oprtMtsTtc GRotdlH Àssuf,tplto¡ts). THE 1982. F TGURE

ls DM 246 BlLLl0ll" r¡,lrHlN THls r0TAL THERE ulLL BE A sHtFT tr'r
00VER¡¡Î.|ENT ExPEt'tDlruRE FR0r"1 coìtsuHpTloN T0 tHvÊsTHEilT, At{D I{EAKER
REVET.¡UE ESTII'4ATES AI¡D HIGHER U¡¡EI-IPLOYI.,ISNT PAYI.IEIITS I{ILL BE govERED

BY HICHER BORROUING (DM 41 BILLIOlI). GOVERIII'IENÎ SPOKESIIEII HÂVE

JU$TIFIED THE INCREASE BY U}IOERLINING THE NEEÐ TO AVOID ACTING
COUI{TER-CYCLICALLY AT THIS POI¡IT I$I THE CYCLE, ESPECIALLY U'HSN

THE GOVERNMENT IS, I¡I ANY CASE, X¡ViruE TO CUT SOCIAL SECURITY
SPENDING T0 KEEP PUBLIC SECT0R Fll,lANClNG UNDER CONTROL. THE PRop0SED
REDUCTIOlI Ili¡ PUBLIC EXPENDITURE ON PE¡ISIOI{S, gICKIIESS BENEFIT AND

PUBLIC SËCTOR PAY DCIES $¡OT EXTEITD TO CUTS.IIII U¡IEÎ'IPLOYHEIIT PAY,
YET LAHBSDORFF AS A MINISTER IN THE PREVIOUS GOVERNT.IEf{T LOUDLY
CHAMPIONED SUCH CUTS. IJITH THE PROSPECT OF U¡IEHPLOYI,IENT RISIt,IG
TO 2.' MILLIO¡I THIS h'II.ITER THERE IS OBVIOUS ATTRAGTIOII IlI
AVOIDING GRASPINO THIS PARTICUI-AR NSTTLE.

5. ÏHE REPORT OF THE 5 INSTITUTES PUBLISHED YESTERDAY IS RATHSR

CRITICAL OF GOVER}II'IE¡¡T POLICY AND, UITHOUT COI{IilG TO ÂI{Y CLEAR

CONCLUSIONS, EXPRESSES THE FEAR THAT POLICY COULD HAVE THE ËFFECT
OF UEAI(EN¡IIS ALREADY T'EAK OEMAND FURTHER. THIS FEÀR IS TO A CERTÀII{
EXTENT SHARED BY THE BUNDESBANK. SPESULATIOII ÀS TO THE II4PACT OF

THE BUDGET IS RIFE. OBSERVERS ARE UNCERTAIfl !'HETHER ITS EFFECT I'ILL
BE lI'IFLATIoNARY, DEFLATIoIr¡ARY 0R itEuTRAL. 0llE cot4i,tEnTÂToR suHs THE

SITUATION UP BY DESCRIBTNG THE BUDGET (1'l0T YET, OF COURSE, PRESENTED)
As QUOTE rdlTHOuT cO¡tT0URs UI{QUOTE. sl¡¡cE OfiOBER 1981, THE

BUNDÊSBAI'IK HAVE BEË}I GRADUALLY EASIìIG MOIìIETARY POtICY. IT IS
ASCEPTED THAT FURTHER EASEME¡IT OUGHT TO Bg POSSIBLE IN
DUE COURSE. THE NEI{ GOVERI{I,IENTIS ACGEPTAI{CE OF THE }IEËD TO I!¡CREASÉ
BORROþIIt,IG ANII THE RELATIvE I,IODESTY OF THEIR ATTACK o¡I SocIAL
EXPENDITURE SUGGESTS THAT THEY TOO ARE CONSCIOUS OF THE DANGER OF

DEFLATING THE ECOI'IO}4Y AND !{ILL BE KEEN TO AVOID IT, ESPECIALLY I¡I
THE RUI{ UP TO THE ELECTIOI{ ì¡EXT I,IARCH.

FCO PLEASE PASS SAVING TO ABOVE ADDRESSËS EXCEPT CGS II{ FRG.

TAYLOR (,REPEATED AS REOUESTED}

Fec-nc. EeoNarrte
WFÞ
eeofr)
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I for¡m¡dect to the CbancelLor on 20 October a note by tbe Depa¡tnent of
I¡ðustry in which they requéetecl the Cbancellor to eheck with the Ge:ensns

that they agreed witb El'E that lau¡¡ch aid for the L ,2O shcnrld be tlepenclent

on evidence of comercfal víability.

2 llhe Foreign Offíce bave leamett fbor¡ tbe lrench that at tbe recent

Sranco-Ge::¡nan Sr¡mít the nen Geman ad¡nÍnistratl.on said tl¡¿t they uou.lit

natr¡tain this lfne. llhele 1s therefore no ueed. no¡r for tl¡e ChancelLor

to rnake an enqtrirT about Ít.

5 llhe Departnent of Inctustry worrlcl hovever stiLl see adva¡rtage ln the

Chancel.Lor nentionS:rg the subJect to Cornt Lmbeôorff, íf an oppor{utty
presents itseLf,as a netter on wLtch, he takeE 1t, re e¡e in agfeeuent.

?

rIT CEIVEA,S
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ANGLO-GERMAN SÜMMIÎ

28-29 oCTOBER 1982

EAST/WEST ECONOMTC RELATTONS ( TNCLI'DTNG PTPELTNE)

Brief by Foreign and Commonwealth Offlce

POINTS TO MAKE

1. We must both do all we can to ensure that discussion

in ll¡ashington of the Shultz text reaches early agreement

which enables Americans to lift their sanctlons, while

protecting our and our companiesr interests.

2. The Amerlcans are clearly as keen as us to resolve

this dispute. They have been ready to make concessions.

But President Reagan not only sti11 believes his measures

are correct, but will also need to demonstrate domestically

that withdrawing them ls not just a climb-down.

3. I also believe that the incentive for the Americans to

Settle may be less after the mid-term elections on 2 November.

So there is genuine urgency. Meanwhile your and our companies

are suffering.
4. The French are taking a very hard line. We understand

their difficulty over credit, and over commitments on gas

purchases and advanced technology. But I believe they mis-

judge the price \rye sha1l have to pay to get sanctions Ilfted.

M Cheysson told the Foreign and Commonwealth Secretary in

Luxembourg on ûlonday that the French wanted rapid progress,

but needed more changes to the text. llte shall never solve

this problem if we lose nornentum.

CONFIDENTIAL
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5. After four-power, and Summit Seven (p1us Cornmlssion

and. Presideney) discussions in Wasbington last week of the

text from which Shultz spoke at La Saplnière, the Amerlcans

drafted a revised versitln. This redraft modlfied the wording

of the cr:iteria and included an additional one stating that

it was not intended to engaged in economj.c warfare, and

that East/West trade should be conducted t in a prudent

mannerr. This makes the rest of the text more aeceptable.

The passages on harmonising credit, suspending purcbases

of Siberian gâs, and examining possible controls on advanced

technology not subject to COCOM, were square-bracketted.

6. The new version was discussed by Shultz and the Britlsh,

French and FRG Ambassadors on 24 October. The German

Ambassador joined Sir O Ïltright in general support for the

redraft. But the French Ambassador took a hard 1ine, or

instructions from Cheysson. Ife said the French could not

accept the commitments on credj.t, gâs, and advanced

technology. But he was not prepared to discuss draftlng

changes. In response to this Shultz said he did not believe

the tlme was ripe for another meeting of the Summit Seven.

It was left that the Ambassadors would refer back to

capitals f or fresh instruc.tions.

7. M Cheysson told Mr Pym on 25 Oetober that the French

accepteci the need for quick progress, but objected in

principle to the commltment not to purchase gas, preferred

to draft in Summit Seven meetings (where Japan would take

a hard line, ând the Commission might suggest ichanges), and

had genuine difficulties with the credit proposals, because

of high interest rates and inflation in France.

Foreign and Commonwealth Office

26 Ocrober 1982 CoNFIDENT|AL
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A¡ICI¡4ER}IAN SI'MMIT

2S-29 OCIOBER Lg82

COMMON FISHERIE.S POLICY

Brlef by Mtnistry of Agrlculture, FisherLes and Food

Polnts to Make (If necessarv)

1, Glad substantlal. progress vras made ln negotlatlons at

Flsheries Councll- on 25/26 October. Hope Danes wfLL be able

to agree to full lnplenentatlon of package agreed by the Nine.

Pleased that the Unlted Ktngdon and Germar4¡were able to work

together successfi¡Ily on thts lssue.

Backpround

2. At the Fisherles CorrnciL on 26 October the Commlsslon tabLed

conpronise proposals on the outstandlng CFP Lssues lncludlng

quotas and access to waters. They were accepted by aJ.L Maber

States except Denmark.

,. The Danlsh delegation have been glven unttl 5 Novenber ln
whlch to take a decision on the package. If the Danes do not

agree the Nine expect to inplenent the essential conponents of

the package natlonally wlth ConnissLon approval.

Mtntstry of Agriculture, Fisheries and Food

27 October 1982

RESTRI CTED
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ANGLO-CERMAN SUMMIT

28/29 ocloBER 1982

INTERNATIONAT TRADE PROBT,SI.{S

Brief by the Department of Trade

POINTS TO MAKE

Protectionism

1 It remains important to reslst pressure rbn the open trading eystem.

Growth of protection is worryíng. But this cannot be a unilateral effort.
Dierupted markets cannot be ignored. EC must take a tough line on some

iseues, 6uch as Japan, textiLes and the protectionist practices of some

other countriee (especially NICs), in view of the difficulties of ite own

industriee. UK ie now most concerned about lack of fair balance in market

acce66 and proposes to raiee this in the Community as a matter of urgency.

Spain

2 Seriously concerned at imbalance in market sectors (cars and conponents)

between EC and Spain arieing out of terms and Spanieh non-implenentation of
1970 EC/Spain Agreement. ldltl be seeking Community actÍon on this.

G^ATT Míniste rial Meetinc

7 Outcome wiLl be gcrutinised closeLy in current trade climate. llust

show conmitment to open trading system and GATT itself. But UK has consÍstently

warned against excessive expectations.. 'l{ot al.L dlv.ergenü interests can be

reconcilecl¡ but ðisaffay ¡ranffested. by Ee at 0otober F6.reign Affairs Cor¡nci1 læ

cla.naging. Eõ b'as tegitJüate interests to pronoter ancl must d.ecj-de how to do so

quickly.

CONFIÐf NTIAT
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Japan coNFlDENTlAt

4 Japanrs trading practices put a unique etrain on the open trading

system. 1l¡e EC must act. EU Governments cannot appear indifferent to
the J-ong term future of Conrnunity industries. A collective responee is
vital- l{e are not advocating a retreat into protectioniem, but a tough

approach on Japan is neceseary.

5 Japanese exports to EC faLlen slíghtly in flrst / months thl.s year.

But deficlt remaÍns vaet in absolute terme. Measuree taken by Japaneee

Government this year to Ímprove accesa to their market wilL not

signÍficantly affect EC trade with Japan.

6 UeefuL, incidentally, to co-ordinate views on political consultatioag
wÍth Japan (a main theme of my recent vieit). suggeet officiars night
dÍscuss 6oon.

ECÆS Steet

7 Glad this particular dispute resolved, which will enable reaeonable

trade to continue. Very grateful indeed for German Governmentrs acceptance

of the arrangemente. Recognise the sacrificee that German industry wilL
have to nake. Indeedr UK industry will have to make eacrificee too.

I lde are still concerned about us nethodoLogy used in carculating
eubsidies in these cases. Freedost gÍven to private petitionere under US

Trade Law is worrying for the future.

9 French Measures

ContinuÍng concern in the UK at French measurea to rfrecapture home narketrl
and new package announced on 20 october. trlhat ie German view?

-2-
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1O Protection

fhe cument trade climate is poor. fhere is a growing sense of

confrontation despite continued statenente of support for the open trading

system. The Germans, with a tradition of very liberal trading policyr are

particularly concerned and critical of some attitudee developing in the

EC. It is too early to know how, if at aII, the new government wiLL

change trade policy but it is, on the face of it, unlikely to become less

liberal-. They are likely to be chary of UKre new approach to problems of

lack of balance in narket access, particuLarly if referred to as

reciprocity. It is worth remÍnding then of the need for the EC to take a

firm line on issues like Japan, textiles and the proùectioniot practicee

of other countries, unless they are to appear insensitive to the difficulties
facing domestic industry.

11 Spain

19?O îß/Spain Association Agreement providee for high tariff protectlon

againet EC in Spain and preferentially low tariffe for Spain t¡ EC (3ft

and 4% respectiveJ"y on cars). Spain hae taken advantage to create

competÍtive export-oriented car industry which:-ie now e:çorting in quantity

to UK. Other aspects of Spanish protection are in breach of EOrlSpain

Agreement:

(a) discriminatory taxation(frhome compensation taxtt and luxury

tax on imports, export refunde on exports);

(¡) arbitrary quota admÍnÍstration (quotaa announced r.ate and

subject to revieion) i

-3-
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(c) discriminatory commerciat J"egislation (General Francors

rrBuy Spanishfr Law of 1919).

The Germans are f.ikely to be unhappy about proposals to restrict Spanish

acce,ss to the EC. But ae they themselves have found in connection wÍth the

'1970 Protocol to the EC Association Agreement with I\rkey as it applies

to imnigration, there has been a radical change of circumstances.

12 The GATT MinisteriaL inp 24-27 November

Preparationa are now in the final stages. EC poeition waa considered

at Foreign Affairs Council on 25 and 26 October when tbe French blocked

discussion and insisted that principles should be discussed at a special

Council in early November. This is dieappoÍnting but not entirely

surprising. It will make the position of EC negotÍators in Geneva nore

difficult at a critical time. The Germans share our disappointment at

this turn of eventer but are still trying to make the ECts contribution

more rrpositive. rr

13 Japan

Exports fron Japan to the Ec have farren by nearry 8Í so far this year

(7 months) and to FRG by 141J6. In particular exporte fron Japan to FRG

have declined in a number of eensitive secüors such as carsi nc machine

tools and colour TV tubee. In contrast, the UK (+ nearLy 9Ø) ana the USA

G l%> have suffered rising inports from Japan this year.

-4-
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14 Tlris improvement in theír trade poeition both overaLl and ín

specific sectors has reinforced the traditional German antí-protectionlst

6tance. rheir view on Japan continuee to be that pressure shourd be

maÍntained on the Japaneee to buy more from abroad and to remove the

non-tariff barriers limiting imports, but that it would be a rnistake to

remove competitiv€ preasures from EC industry by reducing rlapanese access

to the Community market.

15 Tt¡e Í'RG last year agreed the introduction of sr¡ryeill"ance on certain

Japanese Ímports, and the initiation of action againet Japan under the

dispute settLement procedure of GAII ArtÍcle XXIIf on the grounds that

difficultiee encountered by EC exporters to Japan amounted to nullification

and impairment of their GATT rights. three rounds of coneul,tations with the

Japanese have now taken place and the ForeÍgn Affafre Council of 25 October

decided to make one more attempt under the coneultatÍon procedure to persuade

the Japanese to face up to their responeibilitiee. fhe decision on whether

to proceed to the second phase of the Article XXIII procedure, referring

the issue to the GATT Contracting PartÍes has been deferred to the Decenber

Council.

16 Forlowing these and other repreeentations from the EC and us, the

Japanese Government announced this year two packagee of measures intended

to improve access to the Japanese narket for foreign exporters. These

incl-ude the abolition or reduction of non-tariff and tariff barriere to

trader and the introduction of an ombudsman procedure to deal with compLaints

about foreign importere. overarL, the eubstance of the packages is

disappointing and unlike}y to have much fmpact on Japaneae trade surplus

with the EC.

-5-
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17 Pressure on Japanrs trading partners wouLd be rerieved either by

an increase in the value of the Ten or by shift of emphasie from external

to internal demand as the engine of growth. The dernan Governnent regards

discussion of these issues with the Japanese Government as inappropriàte

for the lese successful economies, but it hae come up with no convincing

alternative poricy for dealing with the growing trade imbarance.

Political ConsultatÍons urith Japan

18 cornmunity countries have not yet reached full agreement on policy

consultations lrith Japan, a main theme of the Prime Ministerrs recent visit.
It would be useful to have fuIl discussione with Germanc¡ on this, perhaps

at Under Secretary levelr soon.

Ec/Us Steel

19 Agreement was reached between the EC and US on 21 October for limiting
exports of certain carbon steel products to the US until end 1985. A separate

monitoring arrangenent for pipe and tube products is included. US industry

accordingry withdrew their anti-dumping and countervailing ca6es.

20 Agreement was reached literally mÍnutes before the deadLine after which

the us authorities, under statute, would have had to go ahead and impose

countervailing duties. Main obstacle on the EC side was Germany, whose exports

to the US were largely unaffected by the US industry cases. The new Gernan

Government finally agreed only after heavy preasure had been put on them by their
Community partners, including the UK.

21 UK remains concerned about US methodolggy for calculatíng subsidies, as

used in the steel caÊe€¡. Question still being pursued ín GATI. US Trade Lawe

gÍve partÍcular freedom to private petitioners, so further troubl.e could stÍll

-6-
CONIIDENTIAT



CONFIDENÏIAt
re6ult in respect of steel products not covered by the 21 October

Agreement (indeed, some special Atoel GaseË, Í:rvol-ving tbe IIK¡ will eontinue).

French Measuree,/rrBuy Britfshrr

ZZ In December 1!81, the French Government announced a progranme for the

ttreconquâte du marche interieurtr in fourteen lndustrial sectorer to

include new state aide and meaËureõ to reduce imports. The UK joined

other member states in voicing strong concern. The Commission has a3-ready

criticised some measuresr and is stiLL investigating others. In the

Summer Mitterrand began to be quoted ae describing the policy in terns

of improving the quality of French goods and adaptfng them to the

requirements of the French market.

23 In the face of a 1982 trade deficit estimated at FF 100'O0O'O0O'00O the

French Government have juet .announced some further measuree including

universal origin markíngi a requirement that customs documents must be in

French; strengthened surveillance of unfair commercial practices with regard

to imports; control on the transfer of patents and IÍcences abroad; and

bilateral commercial. negotÍations with a view to reetoring the balance to French

trade with certain partners. DetaiLs of these meaaures are not yet available

in París.

24 The CBIrs frThink Britishrt carnpaign and recent Minieterial commente

that purchasers should give thought to UK products in making their buying

decisions have been noted particularly critical-ly in Bonn. It would be

useful topersuade the Germans, who may be incLíned to see the French and the

Britieh in something of the same light, that on the contrary, we shouLd make

common cau6e with them against French meaaures inspired by etatiem, dirigiem and

eocialism.

Departnent of Srade
27 October 1982
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TïIIS DOCU'iIENT ÏS THE PROPuRIY OT.UER 3R,TTA}TNTC trÍAIESîT'S GOVT,RNMENT

ruv:c(az) te(o) (nevrse) coPY rio I
AÐDMTDT'I[

AI{GL0-GF,RMAN Si,MMIf

2S/29 OCroBm 1gB2

IN'IEru'TATTONAT TRÄDE PAOBffiil[f¡

BrLef by the Department of lrade

ORICTN UIARKINC

PorÌfrs ro MAKE (m n$rFBp)

1' ll[e have consistently enphaslsed that our orígin naæking requirenents ere a

@onsu¡ner meaEur6r an{t t¡e aul riew afc frrlJ"y sossistent wtth Comnnrnity law.

2 We rilI need. to see d.etailg of the new French origin marking ¡neasurec

before decfcLing whether these will inped.e Com¡nr¡nlty trade. ïIe are confident

that our own arrangenents d.o not.

BACKGNOUND

3 l¡ast yearr at the lnstigation of Count Lanrbsalorff r the Gerrn¡ns oriticised

our new orÍgln narking Ord.er on the ground.s that it woulcl. d.a^mage Cornmunity trad.e.

lhe Order, which carne into effeot on 1 Januaqr, requires the origin narking

of textfles¡ c}othing, cutlery, footwear a^nd d.onestic el-ectrical appliances -

both Brltish anci foreign.

4 the Gerraans nlay revert to this in the f.ight of the recent French

announcêment of measures for the origln narking of rrall gootls soltt ln Fra,ncefr.

Sefore ilecitling how to respond. to these we will need. to Lc¡ow nore precise}y

what the Frenoh Íntend, ar¡d wtrether the Conmiselon wilL challenge then - as

we wouLd. certainl-y expect - 1n the European Court, Tn the neantimer attackívr,g

tho F¡ench ðeolsion eould.¡ by impticatfon, call lnto question the Legítfrnacy

of our own Orrler,

Departnent of frad"e
27 October 1982 REST R ICTED
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4,39

FROM: MISS M O'MARA

ÐATE: 27 October 1982

cc Sir D lltass
Sir K Couzens
Sir A Rawlinson
Mr Burns
Mr Littler
MrAJCEdwa¡ds
Miss Court
Mr Sedgwick

MRS HEÐLEY-MILLER

ANGLæERMAN BRIEEING

It has occurred to the Chancellor that there may be a number of simple propositions

relating to the EC Budget which UK Ministers have long taken for granted and which

their opposite numbers in the previous German administration had discor¡¡ted but which

might strike their successors with fresh force. He has in mind such subjects as the prospective

growth of the German contribution to the Community Budget a¡rd the prospective shape

of the Budget itsetf¡ the growing share of the Budget which agriculture will take if
it is allowed to continue r:nchecked and the likeiy date on which we shall reach the VAT

ceilings.

Z. He would therefore be grateful if he could be armed with a number of graphs and

tables making these and similar points which he could ha¡rd to Herr Stoltenbergr should

a convenient opportunity arise. It would be most helpful if we could have this material

by close of play today.

/14-o".

MISS M O'MARA
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Zusammenfassungider
Argumente
o Das Haushaltsproblem wurde
während der britischen
Beitrittsverhandlungen
vorausgesehen. Es war zu$esa¡lt
worden, es zu lösen, wenn eine nicht
alczeptable Situation eintreten sollte.

o Der Gemeinschaftshaushalt
transferiert nach einem nicht zu
techtfertlgenden Verfahren erhebliche
Geldmittel zwischen den einzelnen
Migliedstaaten. Insbesondere
Großbritannien, eines der weniger
wohlhabenden Mitgiliedsllinder,
überweist große Summen an andere
Låinder, darunter auch einige der
wohlhabenderen Partnerlåinder.

o Der Hauptg¡rund dafür ist, daß
landwírtschaftliche Stützungs-
maßnahmen den läwenanteil an den
Gemeinschaftsausgaben haben.
Großbritannien zieht jedoch aufgrund
seínes relativ kleinen A¡¡rarselúors
daraus nur wenig Nutzen.

o Diese tlberweisungen bedeuten für
die britische Wirtschaft eine echte
Kostenbelastung und erreichen fast
den Umfang des ¡iesamten britischen
Wirtschaftshilfepro¡lramms.

o Alle Mitgliedsllinder geníeßen
aufgrund ihrer Mitg¡liedschaft in der
Gemeinschaft erhebliche politische
und wirtschaftliche Vortelle, doch nur
Großbritannien und Deutschland
mtissen Nettohaushaltsüberweisungen
an ihre Partner vornehmen.

o Großbritannien fordert keine
exakte Gegenleistung und hat auch
nicht die Absicht, das Finanzsystem
der Gemeínschafr oder die Gemein-
same Agrarpolitik zu unterminieren.

o Das Haushaltsproblem wurde nicht
dadurch verursacht, daß
Großbritannien seine Handelsstruktur
und seine Wirtschaft nicht der
Mit$iedschaft in der Gemeinschaft
angepaßt hat.

o Das Problem löst sich nicht von
allein. Es ist ein Problem für díe
Gemeinschaft insgesamt.

o Eine dauerhafte läsung muß
gefunden werden.



Für die Jahre 1980 und 1981 erhielt
Großbritannien besondere
Rückerstatlungsbetråige aus dem
Gemeinschaffshaushalt, um seine überhöhten
Nettozahlungen zu verringem.
Rückerstattungen werden auch für 1982
pezahlt. Demnächst beginnen die
Diskussionen über die Regelungen für 1983
und die folgenden Jahre. Trotz dieser
Entscheidungen der Gemeinschaft ist die
Frage der Rückerstattungen weitgehend
mißverstanden und gelegentlich sogar falsch
dargestellt worden.

Diese zusammenfassende Darstellung
untersucht dieses Problem und macht klar,
warum im lanÉftistigen Interesse der
Gemeinschaft insgesamt eine dauerhafte
Lösung gefunden werden muß.

Das Haushalßproblem
Geschichtlicher Hinter$rund
Während der VerhandlunEien im Jahre 1970

über den britischen Beitritl zur Gemeinschaft
verwiesen die britischen
Verhandlungsteilnehmer darauf, daß die

fi nanziellen Regelungen der Gemeinschaft,

sofem sie nicht geändert würden, nach

Ablauf der Ubergangsperiode zu einer

überhöhten britischen Beteiligung am

Gemeinschafuhaushalt führen würden. Dies

werde sich aus dem Vorrang der

Gemeinsamen Agrarpolitik (GAP) ergeben,

von deren AusgabenProgrammen
Großbritannien aufgrund des geringen

Umfangs seiner Landwirtschaft nur
geringfügig Profitieren werde. Die

Gemeinschaft erwiderte darauf, daß dies

nichtgeschehen werde, da das

Schwergewicht der Aus$abenpolitik der

Gemeinschaft geändert werden würde.

Insbesondere die Landwirtschaft werde einen
geringeren Anteil an den Ausgaben unter
dem Gemeinschafuhaushalt haben'
Außerdem würden andere Programme

entwickelt, an denen Großbritannien
wesentlich mehr profitieren könne' Die

Gemeinschaft fügte jedoch hinzu, ,,sollten
jemals nicht akzepTable Umstände eintreten

. . . dann müßten die lrìstitutionen im
Interesse des Überlebens der Gemeinschaft
gereChte Lösungen fìnden".

Mit der Erhöhung des Regional- und des

Sozialfonds wurden bereits einige
begrüßenswerte Anderungen in der
Ausgabenpolitik der Gemeinschaft
vorgenommen. Diese Entwicklungen sind
jedoch noch nichtweitreichend genug, um

das Haushaltsproblem zu lösen. Die Existenz

eines derartigen Problems wurde bereits

1975 ausdrücklich in der
Gemeinschafugesetzgebung anerkannt, als

ein finanzielles Instrumentarium zu seiner
Behandlung Éeschaffen wurde, das sich
jedoch nicht als ausreichend erwies. Der

Ministenat der Gemeinschaft stellte daher im

Mai 1980 übereinstimmend fest, die Bürde

des britischen HaushaltsbeitraÉis erfordere
eine sofortige Korrektur durch
Rtïckerstattungen und verpfl ichtete sich

femer, eine langfristige strukturelle Lösung
zu finden (Mandat vom 30. Mai). Die
Rückerstattungen werden $ezahlt, die
lanÉûistige Lösung muß jedoch noch erzielt
werden.

Ein C'emeinschaftsproblem
Das Ungleichgewicht des Haushaltsbeitrags

ist ein Problem für die Gemeinschaft

insgesamt. Es betrift zwar Großbritannien
am meisten, doch hat sich inzwischen auch

für Deutschland das Étleiche Problem

erÉieben, und in der Zukunft könnten auch

andere Mitglieder betroffen werden, und dies

insbesondere nach eine Erweiterung der

Gemeinschaft. Auf dem Wege über den

Gemeinschafuhaushalt werden riesige

Geldsummen von einem Mitgliedstaat zum

anderen umgeleitet. Acht Mitgiliedstaaten,

von denen fünfwohlhabender als die

Gemeinschaft im Durchschnitt sind, erhalten
zur Zeilmehr aus dem Haushalt, als ihre

Steuerzahler zu ihm beitragen. Zwei

Mitglieder, nämlich Deutschland und
Großbritannien, nehmen Zahlungen an die

anderen vor.

t.)



Die Grundursache des
Problems
Die Gemeinschaftseinnahmen stammen aus
landwirtschaftlichen Abschöpfu ngen, Zöllen
und Mehrwertsteuranteilen bis zu einer
Grenze von 1% des MWSt-Aufkommens.
Dies sind die eigenen Finanzierungsquellen
der gemeinschaft, und die Einnahmen
werden fiir Gemeinschafumaßnahmen
ausgegeben. Der Löwenanteil enffällt heute
trotz ermutigender Fortschritte bei der
Entwicklung anderer
Gemeinschafuprogramme noch immer auf
landwirtschaftliche Stützungsmaßnahmen
(siehe die folgende Darstellung).

Haushaltszuweisun¡len im Durchschnitt
der Jahre 1980 und 1981

Verwaltung

Sozialfonds

Regonalfonds

Einziehun¡pkosten für die
Eigenfinanzierung

Sonstige

4

Das Ergebnis dieser Politik ist, daß die Gemeinschaft Finanzmittel aus MiÇ¡liedstaaten mit einer
relativ kleinen Landwirtschaft zu solchen umieitet, die Nettoexporteure lanãwirtschaftlicher
Erzeugnisse sind, und dies ungeachtet ihres wohlstands im vergleich zu denanderen
gemeinschaftsmitgliedem. Die folgende Darstellung zeigl,wer die reicheren und wer die
ärr. eretl Mil¡¡liedstaaterr sind. Die auf der linken Seite haben ein uberdurchschnittliches, und
die auf der rechten ein unterdurchschnittliches prokopfeinkommen.
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Wenn die Richtung der Zahlungsbeitrlige über den Gemeinschafuhaushalt von der reicheren
zur armeren Seite verlaufen würde, dann sähe die Darstellung ungefåihr wie folgt aus:

Nettoeingåinge pro Kopf
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Nettobeihfue pro Kopf

Tatsächlich sieht esjedoch sehr anders aus. Für 1980 und 1981 ergab sich.zum Beispiel (ohne
die Sonderrückerstattungen an Großbritannien) folgendes Bild:

Nettoeinglinge und Nettobeibfue pro Kopt der BevölkerunÉ in EWE
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Die folgenden Zahlen vermitteln eine kleine Vorstellung vom Umfang des Problems: Ohne die
Rückerstattungen würde Großbritannien von 1980 bis 1982 rund 4,b Mrd EWE (s2,5 Mrd,
DM li Mrd, FF 27 Mrd) an andere Länder der Gemeinschaft gezahlt haben. Dieser iletrag ist
fast ebenso hoch wie das gesamte britische Auslandshilfeprogramm der geichen Jahre.



Tatsache ist:

;t Pro Kopf der Bevöllcerung
hat das britische Volh den
geringsten Nutzen aus dem
C;emeínschaftshaushalt.

* Großbritannien gehört
nicht zu den
wohlhabenderen
Mitgfliedern der
C'emeínschaft.

* Das britische Volk leistet
seinen vollen Beitrag zu den
C'emeinschaftseinnahmen.

* Die Ziffern für die Beitåige und Eing¿inge

Griechenlands Eelþn nur fi¡r 1981.

EingänÉe aus den Haushaltszuweisungen pro Kopf der Bevölkerung als

prozentualer Anteil am EGDurchschnitt 1980 und 1981
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Das Bruttosozialprodukt als prozentuale Differenz zum

EGDurchschnitt 1980 und 1981
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Haushalßbeiûag pro Kopf der Bevölkerung in
Prozent des EGDurchschnitts 1980 und 1981
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Wie das Geld fließt
Die Überweisungen sind kein abstrakter
Vorgang. Sie sind real aus einigen Låindem
abfließende und anderen Ländem
zulließentle Gelder. Sie ergeben srch wie
folgt Jeder Mitg;liedstaat zieht die
Eigeneinnahmen der Cemeinschaft von
seinen Steuerzahlemein und zahlt sie auf
ein von der Kommission in dem betreffenden
Lande unterhaltenes Konto ein. Die
Kommission leistet mit diesen Beträ¡¡en
Zahlungen an Landwirte, Händler,
Industrieuntemehmen und andere
Begünstigte aus den
Gemeinschafuprogrammen in dem
betreffenden Lande. In acht Mitg¡liedslåindem
übersteigen die Gemeinschaftsausgaben die
eingenommenen Betrdge, und daher müssen

Steuerzahler (Abschöpfu ngen, Zölle, MWSI)

PeSüJÌsliSte aui den Gemeinschaffsprogrammen
(Landwirte, Lehrlinge und UmschüÈr ¡iw.)

diese Konten durch überweisungen aus den
beiden anderen, nämlich Großbritannien
und Deutschland, ergänztwerden. In diesen
beiden Ländern liegt der Umfang der an die
Begünstigtcn aus den
Gemeinschafu proÉirammen geleisteten
Zahlungen unter dem der eingezogenen
Steuem. Die Kommission sammelidaher
Uberschüsse an, die von Zeit zu Zeit auf lhre
Konten in anderen Låindem überwiesen und
dort ausgegeben werden. Diese
Uberweisungen sind echte Einnahmen frir
die Netoempflinger und echte Kosten fíir die
Nettobeitragszahler. Sie sind gf eichzeitig eine
Belastung des er zielb ar en
Steueraufkommens, die Großbritannien und
Deutschland in ihren nationalen
Haushaltsplåinen berückichtigen müssen.

Die folgende Darstellung illuskiert diesen
Geidfluß, und es ist leicht zu verstehen,
warum die Bevölkerung in den
nettobegünstigten Ländem mit den
Haushaltsregelungen deiGemeinschaft
zufriedener ist als die in den
nettobeitragszahlenden Ländem. Selbst
Deutschland, das größte und eines der
wohlhabendsten Mitgfliedsländer, beginn!
den Umfang seines Nettobeitræs als eine
Bürde zu empfinden. Die britische
Bevölkerung behachtet sich als in
ungerechffertigter Weise ausgenutzt, da sie
weiß, daß Großbritannien weniger
wohlhabend als der
Gemeinschaftsdurchschnitt ist.

Wie die Steuerzahler in einigen Mttgliedstaaten
c'emeinschafrsproglramme in anderen Mit¡lliedstaaten fìnanzieten

Nettobeltra$zahlende Mltdied¡taaten
(Gro0brlt¡nnlen und Deutõhland)

Bankkonto der Gemeinschaft

Übenveisungen von den
nettobeihagszahlenden zu den
nettobegünstigen Mitgliedst¿aten

Bankkonto der Gemeinschaft

Nettobefünstiflte Mltdied¡taaten
(alle anderen EGMltdleder)

Steuerzahler (Abschöpfungen, Zölle, MWSt)

pegünstigte aus den GemeinschaftsproÉirammen
(t¿ndwirte, Iæhrlinle und Umschülèr usw.)
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Mißverständnisse beim
Haushaltsproblem
Es wird mitunter behauptet:

a Croßbritannien uersuche, die gemeinsame

Grundlag e der Gemeinsc haft sfinanzierung
durch das bestehen auf einer ,,exaktert
Gegøtleßtung" zu unterminieren, d.h. es

uerlange, aus detn Gøneinschaftshaushalt
genau souiel zurückzuerhalten, uie die
britßchen Steuerzahler dazu beitrag en:

Großbritannien verlangt nichts
derÉlleichen. Es akzeptiert, daß über den

Gemeinschaffshaushalt Geldmittel
überwiesen werden. Diese Überweisun$en
sollten aber von den reicheren zuden
ärmeren Mit€iliedstaaten erfolgen, wenn

die Gemeinschaft getreu der Forderung in
den Römischen Verträgen ,,die anischen
den verschiedenen Regionen bestehenden
Unterschiede abbauen" will.
Großbritannien gehört nicht zu den
reicheren Mit€tliedsländem, hat sich aber
bereit erklåirt, ein Nettobeitra¡þzahler irr

vertretbarem Umfang zu sein.

o Großbritannien uersuche, das Sgstøn der
G e¡neinsc hafts einnahmen zu zerstören (das

Sgstern der Eigenfinonzierung der
Ge¡neinschaft):

Großbritannien greift nicht die
vereinbarten Regielungen der
Gemeinschaft an. Großbritannien war im

Gegenteil eines der ersten Länder, die das

Eigenfinanzierungssystem in vollem
Umfang einführten. Großbritannien
verlangt ledi$ich eine sinnvolle Verteilung
von Kosten und Nutzen. Es besteht
keinerlei Notwendigkeit, zu diesem Zweck

das Eigenfi nanzierungssystem zu ändem.

o Großbritannien uersuche, die GAP zu
unterminíeren:

Großbritannien erkennt die im Vertra€
von Rom verankerten grundprinzipien der
GAP uneingeschränkt an. Es hat stets die
versuche der Kommission unterstützt, die
praktische Ausführung der GAP zu

verbessern, um sie den geänderten

Umsfánden anzupassen. Großbritannien
unterstützt insbesondere die Ansicht der
Kommission, daß die Gemeinschaft einen

egzuY Verringerung der
und der zuihrer

Beseitigung erforderlichen Kosten fi nden
müsse und daß es eine bessere

Orientierung der Ausgabenprioritäten im
Haushalt mit einem kleineren Anteil für
die Landwirtschaft geben solle. Dies kann

aber sicherlich ohne eine Änderung der

Grundlagen der GAP erreicht werden.

a Großbritannien sei nicht an der
Weiterentwicklung der Gemeirsc hoft,

sondem nur daran interessiert, sein geld
zurückzubekommen:

Großbritannien hat stets eine
beschleunigte Entwicklung der regional-

und sozialpolitischen Maßnahmen der
gemeinschaft beflirwortet. Es würde
weitere Fortschritte bei der Schaftrng des

Gemeinsamen Marktes und seiner
Ausweitung auf den Dienstleistungssektor
begrüßen. Bs setzt sich für eine aktivere
Ener$epolitik ein, so insbesondere auf
dem Kohlesektor.

a Großbitanniens Nettobeitrrige werder¿

durch die Handelsgewinne mehr als
ausgeglichen:

Die Kosten der Gemeinschaffsmaßnahmen

sind für Großbritannien höher als nur der
Nettobeitrag zum Haushalt.
Großbritannien ist ein Nettoimporteur von

Lebensmitteln. Es kauft læbensmittel von

anderen Mitgliedslåindem zu

Gemeinschaftspreisen, die aufgrund des

Preisstützungsmechanismus der GAP über

den Weltmarktpreisen lie6len. Die sich

daraus fîir Großbritannien ergebende

Kostenbelastung wird nicht durch
entsprechende Einnahmen auf dem

Industriesektor ausgepfichen, da die

Gemeinschaft kein verÉüeichbares Preis-

stützunÉlsystem für Industrieerzeugþisse
betreibt. Überdies ist Großbritannien in
jedem Falle ein Nettoimporteur sowohl von

Fertigwaren als auch von l¿bensmitteln
aus den anderen Gemeinschafuländern.

a Das Problern ergebe sich daraus, daß
Großbritannien sich nicht der Mitgliedschaft
in der Ge¡neinschaft angepalJt habe:

Großbritannien hat sich angepaßL 43%

des gesamten britischen Handels werden
jetzt mit anderen Ntit€liedstaaten

abgewickelt, während es vor dem BeiÍitt
nur rund 30% waren. Dies bedeutet eine

schnellere Umstellung als in allen anderen

Mitgliedstaaten und bedeutet weiter, daß

Großbritannien mit den anderen Parhem
mehr oder weniger gleichgezogen hal
Selbst eine weiter$ehendere Anpassun$

Großbritanniens würde wenig zur
Verringerung des Problems beitragen, das

sich in erster Linie aus dem geringen

britischen Anteil an den Zuwendungen aus

dem Gemeinschafu haushalt ergibt.

Die Größeren Vorteíle der
EC-Mitgliedschaft
Großbritannien ist stolz darauf, ein Partner
in der Europäischen Gemeinschaft zu sein,

die eine so entscheidende Rolle in der
Nachkriegsentwicklung Europas gespielt hal
Die wirtschaftlichen Vorteile eines massiven

Gemeinsamen Marktes und gemeinsamer

Maßnahmen sind eindeutig. Großbritannien
schätzt auch die politischen Vorteile der
Zugehörigkeit zu einer so bedeutenden

intemationalen Gruppierung hoch ein' Die

Gemeinschaft bietet vor allem begründete

Hoftrun6len für die künftige Entwicklung 
.

Europas. Doch alle diese Vorteile sind nicht

auf Großbritannien beschränkt. Alle Mitglied-

staaten gienießen sie. Doch nur Groß

britannièn und Deutschland zahlen mehr in

den Haushalt ein, als sie aus diesem erhalten'

Ein anhaltendes Problem
Die von der Gemeinschaft für 1980-82

vereinbarten Rückerstattungen fiir
Großbritannien waren eine Hilfe, jedoch nur
eine vorübergehende. Es wurde
verschiedentlich behauptet, daß sie

außergewöhnlich großzügig waren. Doch

selbst unter Einbeziehung dieser

Rückerstattungen leistet Großbritannien frir
diese drei Jahre einen Nettobeibag von über

einer Milliarde EWE (J600 Mio, FF 6,4 Mrd,

DM 2,5 Mrd). Acht andere Mitg¡liedstaaten

werden unter den FinanzierunSþre$elun$en

der Gemeinschaft selbst bei Berückichtigung
der Rückerstattungskosten unver$eichbar
Großzügiger behandelt.

Die Entwicklung des Regional- und des

Sozialfonds in den letzten Jahren war

ebenfalls eine Hilfe, doch waren die

betreffenden Beträge viel zu gering, um die

Auswirkungen der GAP auf Großbritannien
auszugfleichen.

Die künftiÉe Entwicklung der GAP, wie z.B.

die Vergrößerung des Unterschiedes

zwischen Gemeinschaffs- und Weltmarkt-
preisen, könnte das Problem noch vertiefen.

Dies könnte sich auch aus der Erweiterun$

der C,emeinschaft um zwei neue Mitglieder

ergieben, die relativ åirmer als der
Gemeinschaftsdurchschnitt sind und die

durchaus envarten können, NettobeÉiünstigte

aus dem Haushalt zu werden.

SchlußfolÉierunÉl
Der Ministerrat beginnt demnächst neue

Verhandlungen über das Haushaltsproblem,
und es ist unerläßlich, daß er eine dauerhafte

IÌisung dieses Problems findet. Geschieht

dies nicht, würde der Streit um den Haushalt
verlåingert und die Gemeinschaft würde
geschwächt und von den eigentlichen
AufÉaben und Möglichkeiten in den

achøiger Jahren abgelenkt werden.

Die anhaltende Prosperitåt und
Weiterentwicklung der Europáischen
Cemeinschaft, der Großbritannien sich voll
verschrieben hat, können nicht gesichert

werden, wenn nicht alle Völker in allen

Mitgliedslåindem überzeugt sind, daß die

Gemeinschaft ihnen eine echte und faire

Chance Éibt Eine anhaltende Lösung des

Hauhaltsproblems muß daher gefunden

werden. Dies ist die Aufgabe, die es im
Herbst 1982 zu lösen gilt.
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Summary of Points

o The bud*¡et problem was foreseen in
Britain's accession negotiations. An
assurance was given that, if an
unacceptable situation arose, ít would
be put right.

o The Community bud¡¡et results in
large transfers of resources between
member states, following no justifiable
pattern.In particular, Britain, which is
one of the less prosperous member
states, malces large transfers to the
others, includinÍ¡several of its more
prosp€rous parkrers.

o This is mainly because the lion's
share of C¡mmunity expenditure still
goes to farm support from which
Britain gets relatively little benefit,
since its agriculture is relatively small.

o The transfers are a real cost to the
British eoonomy, nearly as largle as
Britain's total aid pro¡lramme.

o All the member states derive
substantial political and economic
benefits from Community membership.
OnIy Britain and Germany are obliged
to malce net bud¡¡etary transfers to
their partners.

o Britåin is not asking for ajuúe
retour, nor is it seehing to undermine
the C-ommunity's financial system or
the C.ommon Agyicultural Policy.

o The budt¡et problem is not caused
by any failure on Britain's part to
adjust its trade or its economy to
C,ommuniþ membership.

o The Community budget problem
will not just disappear. It is a problem
for the C,ommunity as a whole.

o A lasting solution must be found.



e
For 1980 and 1981, the United Kingdom
received special refunds from the European
Communiþ budget to reduce its excessive

net payments. Refunds are also to be paid for
1982. Discussions will soon start on
arrangements for 1983 and later. Despite
these decisions by the Communi$, the case

for the refunds has been widely
misunderstood and occasionally
misrepresented.

This brief explains the nature of the problem
and shows why a lasting solution to it has to
be found in the long-term interests of the
Communig as a whole.

Budget Problem
History
During the 1970 negotiations over Britain's
accession to the Community, the British
negotiators pointed out that the
Community's financial arrangements, if
unchanged, would leave Britian carrying an

excessive burden from the budget after the
transitional period. This was because of the
dominance of the Common Agricultural
Policy (CAP), from which Britain's share of
expenditure would be low because ofthe
relatively small size of its agriculture. The
Community replied that this would not
happen, because the balance ofthe
Communig's spending policies would
change. In particular, agriculture would take
a much smaller share of budget spending.

Other programmes would be developed, from
which Brit¿in could expect to benefit much
more. However, the Community added that
"should unacceptable situations arise . . . the
very survival of the Community would
demand that the institutions find equitable
solutions."

There have been some welcome changes in
the balance of the Community's spending
policies with the growth of the Regional and

Social Funds. But these developments have

not been nearly enough to solve the budget
problem. The existence of such a problem

was explicitly recognised in Communi$
legislation as early as 1975, when a financial
mechanism was introduced to deal with it.
This did not prove effective. The Council of
Ministers of the Community therefore agreed

in May 1980 that the budgetary burden on
Britain required immediate correction
through refunds and, for the longer term,
pledged itself to find a structural solution (the

30 May Mandate). The refunds are being
paid; the longer-term solution has yet to be

achieved.

Communþ Problem
The imbalance in the budget is a problem for
the Community as a whole. It happens to

affect Britain most; but a similar problem has

already emerged for Germany; and it could,
in future, do so for others, especially after
enlargement. At present, eight member
states, of which live are more prosperous

than the Community averaÍle, receive more
from the budget than their taxpayers

contribute to it. Two, Germany and Britain,
make ûansfers to the others.

3



Basic Cause of the Problem
The Community gets its revenues from
a€ricultural levies, customs duties, and Value
Added Tax within a ceiling of 1%. These
leveuues ¿ue [lle Cuuuuurrily's uwrr
resources, used to fund Community policies.
Today, the lion's share of Communig
expenditure still goes to ag¡icultural support,
despite encouraging pro6lress in developinþ
other Community programmes (see charl
below).

Nlocation of Bud¡let, avera¡le 1980 and 1981

Adminishation

Social Fund

Regional Fund

Own Resources Collection Costs

Other
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The result is that the Communþ budget transfers resources from member states with relatively
small agficultural sectors to those which are net exporters ofagricultural products, regardless
of their relative prosperity. The diagram below shows which are the richer and which are the
poorer member states-those on the left have above averaÉie income per head and those on the
right have below average income per head.
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If the hansfers of money throuÉh the Community budget went from richer to poorer, then the
pattem migþt look something like this:-

Net receipts per head
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Net payments per head

The actual pattem is quite different. For example, in 1980 and 1981 (leaving out the special
refunds kr Britain), the pattem was:-
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To give some idea of the scale of the problem, without refunds the UK would have tansferred
to other Communig counfies in 1980 to 1982 some 4.5 billion ecus (J2.5bn, Dm 1lbn, Ff
27bn). That is nearly as large as Britain's entire overseas aid programme in those years.



The facts are:

* The British receive the
least benefit per head from
the C-ommunity Bud¡fet . . .

>t Though they are not
amongst the most
pfosperous. ..

* And they pay their fullshare
to Community revenues.

* Creek figures for conhibutions and receipts relate

only to 1981

Receipts from allocated budget per head ofpopulation
as a percentage ofEuropean Communig average 1980 and 1981
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How the Money Flows
The fuansfers a¡e not an abstraction. They
are money actually flowing out of certain
countries into others. They arise as follows.
Each member state collects the Communig's
own resources from its taxpayers and pays

them into a bank account kept by the
Commission in its counbry. The Commission
uses this money to make payments to
farmers, taders, industrial enterprises and
other beneficiaries of Community
programmes in that counhry. In eight
member states, Communig expenditure
exceeds the resources collected and the
accounts have to be topped up by fansfers
from the other two, Britain and Germany. In
these two countries, the payments to
beneficiaries of Communiþ programmes are

How taxpayers in some Member States finance
Community programmes in other Member States

Net Contributor Member States
(United Kin¡ldom and Germany)

Taxpayers (Levies, Duties, VAT)

tsenefi ciaries of Community programmes
(Farmers, Job trainccs ctc)

lèss than the taxes collected. The
Commission therefore builds up surplus
funds which, from time to time, it tansfers to
its accounts in other counfies and spends
there. These þansfers are a real benefit to
the net recipients and a real cost to the net
confibutor counbies. They are also a charge
on taxable capaciþ, for which Britain and
Germany have to make allowance in their
national budgets.

The diag¡am below illushates these flows. It
is easy to understand why people in the net
recipient countries are more satisfied with the
Community budget arrangements than those
in the net contributor counkies. Even
Germany, the largest and one of the most
prosperous of member states, is beginning to

find the size of its net ftansfer a burden. The
British public, knowing that Britain is less
prosperous than the avera€ie, feels that it is
being unjustifi ably exploited.

Commission bank account

Transfers from Net Contributor
to Net Recipient Member States

Commission bank account

Net Recipient Member States
(the rest of the Community)

Taxpayers (Levies,Duties.VAT)

Benefi ciaries of Community programmes
(Farmers, Job trainees etc)
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Misunderstanding of the
Budget Problem
It is sometimæ suggested that

a Britain is trging to tmdermine the common
basß of Communitg fmancìng bg insisting on a
justeretour, ie getting backfromthe budset
exactlg whot Britßh taxpagers put in:

Britain is asking for no such thing. It accepts
that there may be úansfers of resources

through the budget. Such tuansfers, however,

should be from the richer to the poorer if the
Community is to "reduce the differences
existing between the various reg¡ions", as

required by the Treaty of Rome. Britain is

not one of the richer member states, yet it
has made it clear that it is willing to be a
modest net contibutor.

a Britain ß trging to undermine the
Communitg's reuanue systøn (the bun
resources' qtrstern):-

Britain is not challen$ng the agreed rules of
the Community. It was, in fact one of the
first counties to introduce the own
resources system in fuIl. All it is askng is that
the costs and benefits should be distuibuted
rationally. There is no need to alter the own
resources system for this purpose.

a BritoÌn is WÌnS to undermine the CAPr

Britain fully accepts the basic principles of
the CAP æ laid down in the Treaty. It has

consistently supported the Commision's
efforts to bring about improvements in the
operation of the CAP to adjut it to changed
conditions. In particular, it shares the
Commision's view that the Communþ must
find some way of limiting surplus production
and the cost of disposing of it, and that
there must be a betþr balance in the budget
with agriculture taking a smaller share. But
that can certainly be done without altering
the fundamentals of the CAP.

a Britain is not interested in deueloping the
Communitg, but only in getting iß moneg
back:-

Britain has consistently supported a more
rapid development of the Communig's
regional and social policies. It would like to
see more proÉtress made towards completion
of the Common Market and its extension to
the services sector. Itwould like to see a
more active energy policy, eS for coal.

o Britain's budget contributirns are more than
balonced by the gains from tradei

The cost of Community policies to Britain is

more than just its net budget contibution.
Britain is a net importer of food. It buys food
from other member states at Communþ
prices which are higþer than world prices

because of the price support mechanisms of
the CAP. The resulting cost to Britain is not
mabhed by equivalent gains on the
indusfuial side, because the Community does

not have a comparable system ofprice
support for industuial products. Britain is, in
any case, a net importer of manufactures æ
well as food from the rest of the Community.

o The problem orises from Bitain's failure to
adapt to Commmitg mentbershþi

Britain has adapted. 430/o of its total tuade is

now with other member states, compared
with some 30% before accession. That is a
faster change than in any other member
state, and brings Britain broadly into line
with its parhers. Even if Britain were to
adaptfurtheç this would do little to reduce the
problem, which arises mainly from its small
share of receipts from the Communig
budget

Wider AdvantaÉes of the
Communþ Me"mbership
Britain is proud to be a partner in the
European Community, which has played

such a crucial role in the post-war

development of Europe. The economic
benefits of a massive Common Market and of
joint policies are clear enough. Britain values,
too, the political benefits of belonging to
such an important intemational grouping.
Above all, the Communig offers hope for the
future development of Europe. But these
advantages are not confined to Britain. All
member states enjoy them. Yet only Britain
and Germany pay more into the budget than
they receive from it.

Continuing Problem
The refunds for Britain aÉireed by the
Communig for 1980-82 were helpful, but
only temporary. It has been suggested that
they were excessively generous. Yet even
after these refunds, Britain is making a net
payment over these three years of more than
one billion ecus (i600m, Ff 6.4bn, Dm
2.5bn). Eight other member states are far
more generously treated by the Community's
financial arrangements, even allowinÉ for the
cost of refunds.
The development of the Regional and Social
Funds in recent years has also been helpful;
but the sums in question are far too small to
offset the effect on Britain of the CAP.

Future developments in the CAP, such as a
widening of the gap between Communig and
world prices, could make the problem worse.

So could the enlargement of the Community
which will add two new members well below
the Community average in prosperity, who
could well expect to be the net beneficiaries
from the budget.

Conclusion
The Council of Ministers is shortly to begin
new neSotiations on the new budget
problem. It is essential that they should find a
lasting solution to it. Failure to do so would
prolong the controversy, weaken the
Communig and divert it from the real
challenges and opportunities ofthe 1980s.
The continuing prosperity and development
of the European Communig, to which
Britain is firmly committed, cannot be
asssured unless the peoples of all the
member states believe that the Community
gives them a fair deal. A lasting solution to
the budget problem must therefore be found.
This is the task for the autumn of 1982.

Prepared for the Foreign and Commonwealth Oftice,
London, by the Central Oftìce of Information.
27 September 1982

Printed in England for Her Majesty's Stationery
Offìce by Oyez Press Ltd Dd8299008 Pro 18481
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CONFIDENTIAI

Frgm : Mrs MHedley-Miller
Date | 27 October 1982

cHANCELT,OR OF THE Ð(CHEQÏ]ER Sir D Wass
Sir K Couzens
Hr Edwardg,,
ltr Matthews

EC BTIDGET. PAPERS FOR THE ANGIO-GNA.MAN SUI"IMIT

I attach the following, in response to Hiss OrMara's note of todayt
and to a request made orally by Hl-ss Rutter :

a. the texts of the May 1980 and May 1982 Agreements

b. a precis of some figures related thereto

c. some historical data about IIK and German contributions and

receipts, with a graph : and about the CAP share of the Budget

d. some notes on enlargement pitfallso which help with the case

for a more sensible approach to financing

But f,am afraid that the future - the graph you most wanted - has

proved impossible today, because the sketchy data lead to implausible
conclusions. [his is being pursued.

2. The exhaustion of own resources may come in '198,, but this is
not certain : the decisive and

agricultural expenditure.
unknowable factor is the growth of

t. On your general point about opening the ninds of the new German

governüent, Herr Stoltenberg is our only hope. Herr Genscher,

Count von l,ambsdorff and Herr 3rt1 are stil1 much very there. I
venture to suggest that a direct presentation to Herr Stoltenberg
about the evils in store for him may not be ideal. The new German

government does seem to realise that Europe is etrpensive, and likely
to remain so. The trouble is precisely that they propose to cut the

cost by refusing to pay their appropriate share of refunds to the UK.

It is this bl-inkered vision of where their interests lie that we

want to change. They should be thinking of how to make Connunity

fin arcing fair from the start, not how to design an absurd square

dance about who is to contribute to whose refunds after it is found

to be unfair.

cc
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CONFIDN\TIIAIJ

\ Moreover, the full conclusions of yesterday's Foreign Affairs
Council meeting on the 19BZ refunds just received, include yet
another reference to their deternination to fo11ow the cqllgnt çelf-
determined linit or 50% or normal with a cut to 25% or r,3?#ãl'?$"b7rond'
Thus the record saYs

I'The German delegation ¡efers to the statement by the Federal

Minister for Foreign Affairs, Mr Genscher, on 25 Hay '1982,

that Germany will be contributing to future coüpensation

settlements only 25% oî its nornal financial sharerr.

of normal
5. j1/iþ,a\i"sãä-èrrorrgh trouble this time round. ("Normalrr is just
under 28% in 1982, compared with just under 27/o for the UK).

6. This German insistence on liniting their pa¡rments in this I^ray

causes the maximum disruption, difficult"'r3Ë3 bad feeling. UK

representatives are often tol-d, sometimes inzpicturesque language

than I can bring nyself to dictate rrwe donrt so rnuch nind paying

.your but we dontt see why we should pay those Germansrt. So it really
is very irnportant to try to persuade Herr Stoltenberg that even j-f

they had gonetgr¡Eith their earlier line, and still- more now that
their line is/ nardened, the Germans wil-l be adding further strain
to a situation already far too fraught for the health of the Community.

It would be infinitely better for them, and for the rest of ust that
they should l-ook for a more fundamentally rounded and ratíonal-
approach.

7. Finally, I see that I failed to draw attention in my note of
yesterday, to paragraph10 of PM[X(82)12(b), the main brief on the

EC Budget. The PrirnerHinister is here invited to secure Herr Kohlrs

agreement to the proposition that the Germans and ourselves should

keep in cl-ose contact at Ministerial and official level in the weeks

ahead, and to say this in the final plenary session. Your own efforts
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ADMINI STRATIVE ARRANGEMENTS

FOR THE

ANGLO-GERMAN SUMMIT, BONN

28_29 OCTOBER L9B2

1. DATE AND PLACE OF MBETING

TRAVEL

Complete travel detai-ls a,Te shown at Appendix III

Outward

The Prime Minister, accompanied by the Chancellor of the Exchequer,
the Foreign and Commonwealth SecretàTy ¡ the Secretary of State for
Defence and the Secretary of State for Industry, together with those
shown at Appendix I, wil-t attend the Anglo-Gerrnan Summit in Bonn on
28-29 October. The Prime lilinlster will visit Berlin on 29 October.

2. PROGRAMME

The outline programme, as at present known, is shown at Appendix II.

Ð

(a)

(b)

The Prime Minister and those lj-sted at Appendix III will travel
to Bonn in an HSl25, departing from RAF Northolt on Thursday
28 October at 1605 hours, arriving Cologne/Bonn at 1825 hours
(flying time t hour 20 minutes). The accompanying Minister.s
ancl those listed at Appendix III will travel to Bonn in an
RAF Andover, departing Northolt at 1610 hours, arriving
Cologne/Bonn at 1900 hours (flying time t hour 50 minutes).
All tj-mes local . (UK = GMT, Germany = GMT + 1).

( c) Return

The Prime Minister will travel to Berlin and back to the UK in
the RAF Andover on 29 October. The Foreign and Commonwealth
Secretary, Chancellor of the Exchequer, Defence Secretary and
the Secretary of State for Industry will return to the UK in the
HSf25. Other officials will return to the UK by commercia:-
flights.

( d) Labels

as follows

Smith and
I\{r Fowler

BLUE

RED

GREEN

RESTRICTED /staying at hotels
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The þ
cârry
cabin

Staying at hotels
Official equipment

aggage of
a yeflow
loaded) .

ORANGE

WHÏTE

those travelling to BerIin wi11, in addition,
Lag. (Af 1 baggage on 'blre Antlover and IIS125 ls

(e) Suitcases should be left unlocked to
the necessary security checks.

enable RAF to carry out

4. BAGGAGE REGULATIONS FOR SPECIAL FLIG}iTS

a separate noteAdvice on this is enclosed in

TRAVEL DOCUIUENTS AND HEALTH REQUIREMENTS

Al1 travelling must be in possession of
There are no special health requi-rements

5.

(a)

(b)

AND INSURANCE

Appendix IVat

a valid passport.

for Germany.

6. LIVING ACCOMMODATION

Details of accommodation are shown at Appendix I

7. WORKING ACCOMMODATION

( a) Bonn

Office equipment, including photocopi-ers and eleetric
typewriters, wj.11 be provided in al1 Private Offices.
stationery will be provided by the Embassy/BMG Office.

(i) Offices for the UK Delegation will be provided in the
Fetleral Chancetlery. (No lOB for Aclvisers/Private Secretaries,

No 110 for Duty Clerk/Personal Assistants)
(ii) A Private Office rvil1 also be provided in the Ambassador's
Res i dence

(b ) Berlin

A Private Office will be
the BMG Office.

set up in the Ambassador's suite in

B. OFFICE EQUTPMBNT AND STATIONERY

and manual
Common-user

RESTRICTED
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9. EMBASSY/BMG ASSISTANCE :ì

A member of the Bmbassy/BMG Office will be available to
contact point between the UK Delegation and Chance¡iqs
where necessary.

act as a
and to help

10.

(a)

COI\,Iì{UNICATIONS

BONN

The BMG Office
Prime Minister
the UK.

Tele rams

The Embassy Comnunications Section will maintain a constant watch
from the time the Prime ltliníster and accompanyinE I'linisters
leave London until the Prime Slinister leaves fc¡r'Berlin and
other Nlinister departs for the UK.

Telephones

The Embassy switchboard will be manned throughout the visit.
There are direct tie lines between the Embassy swj-tchboard and
(a) No l0 Downing Street and (b) the Whitehall CBX (dial 2920).
There are also direct extensions from the Embassy switchboard
to the Private Office in the Residence (extension 246 )
to the Delegation Office in the Irederal Chancery (extension I2O)
and to the Residence switchboard, which will be manned during the

(b) BERLIN night of 28 October.

Telegrams

wilt maintain a constant watch from the time the
leaves Bonn until her departure from Berlin for

Tele ones

The BMG Military Exchange will be manned throughout the visit.
There is a direct cliat telephone in the Private Office ( Tel
No: 305 2377 ) and one on the ì'{ilitary exchzrng+ which c?rn al-so bedialled direct. (No 309 5200).

(c) GBNBRAL

Teleg ram Distribution

Telegrams should generally be addressed 'Following for UK
Delegation' in which case they should be distributed to all
senior members of the party. Telegrams should only be addressed
'Following for Private Secretary/Prime lIiníster/Chancellor of
the Exchequer/Foreign Secretary/Defence Secretary, i-f it is
intended that the telegram should be given further distribution
only on his authority. These latter telegrams should be
distribu'Led initially to the -Prime Minister, Principal Private
Secretary, Private Secretary, Duty .CIerk or Minister and Private

RESTRICTED
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Secretary as appropriate.

Telephones

A list of useful telephone numbers is give4 at Appendix V

11. SECURITY

(a) A security brief is attached for members of the party (not to
be taken abroad).

(d)

There will be a safe hand service as required between Chancery
and wherever the Private Office is located. Safe hand boxes
have been sent to Bonn/Berlin by bag.

Mr Logan and llliss Pearey will be documented as Special Couriers.
Boxes and briefcases containing classified material must be
entered on the respective Courierrs waybills; those concerned
are asked to contact Mr A S Chapman, COD, Foreign and Commonwealth
Office (Te1 no 233 3706).

(e) Secretarial Assistants are asked to observe the limitations taid
down governing the use of electric 'Lypewriters for classified
work in certain venues. To accord with this, manual typewriters
will b¡e supplied in Private Offices and in the offices in the
Federal Chancellery.

T2. TRANSPORT

(a) All transport will be provided by the host government/Brj-tish
Embassy, Bonn/BMG Office, Berlin.

London office security passes should not be taken akrroad.

Saf e hand transport witl be prtrvicied by Lhe Ernbassy/BMG Of f ice.

A schedule of transport on arrival will be issued later and the
posts will issue on arrival a schedule of transport during the
meeting.

13. NEWSPAPERS AND COI PRBSS SUMMARY

(b)

(c)

(b)

(c)

(a) The Embassy will
of 29 October to

make arrangements for 6 sets of Brítish newspapers
be provided.

(b) The COI Press Summary will be telexed to Bonn in the early hours
of 29 October.

RESTRICTED
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T4. BNTBRTAINI,IBNT AND CLOTHING

(a) Dress for the dinners
28 October and Berlin

RESTRICTBD

being given in Bonn on the evening of
on 29 October will be informal.

15

(a)

(b)

(c)

FINANCB

Costs will be borne by parent
will be charged to Management

FCO costs will bre charged to

departments. Common
and Personnel Office

DSC Vote C3(2)(e).

service costs
(Treasury).

BONN

Subsistence rates for Bonn are: -
Class A l8g DM

Cl-ass B 142 DM

Rate of 'IJxchange (as at 19 October) sl
(i) Tirose members of the party staying with
receive one-third of the appropriate rate.

DM4.295

colleagues wi-l I

(ii) Serials 3, 4, 5, 6, 16 ¿rnd 24 wj"11 r,ec.e_.ive:
conference terms as appropriate.

Cl¿Lss A/Class ll

(iii) SeriaI23 wj-11
charging COI.

also receive Class A conference terms,

( iv) I¡or those detectives accommodatecl in a hotel, the cost of
the room and breakfast should be paid by the Bmbassy, charging
Metropolitan Police. No further subsistence required.

( ct) IIERLIN

Subsistence rates for Berli-n are:-

Class A 189 DM

Class Il 142 DM.

It{enlbers of the party visiting Berlin should receive one-sixth of
the appropriate rate.

RBSTRICTED
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16. ADMINISTRATION

25 October IgBz

The tsritish Embassy, -Bonn/British Military Government offj.ce, Berlin,will be responsible for the aclministra.tive arrangements for the party.Any enquiries at' the London end should be addressecl to the undersigned

ît(,,"r^ be^q h^e-^

S M Waghorn (Miss)
Conference and Visits SectionProtocol and Conference DepartmentTel No: 2TS 3633



Serial Name
ño

RBSTRICTED

ANGLO_GERMAN SUMMIT, BONN
.{

28-29 OCTOBER I9B2

COMPOSTTION OF THE PARTY

(Not in protocol order)

Designat ion

APPBNDIX I

Accommodation Bonr

HM Ambassador's
Residence

I{M Ambassadorrs
Res i dence

Dreesen Hotel

Tulpenfeld Hotel

Dreesen Hote1

Dreesen Hotel

HIü Ambassador's
Res idence

Dreesen Hotel

HM Ambassador's
Res idence

Ministerrs (Economir
Residence

Ministerts (Bconomi<
Residence

Minister's (Bconomir
Residence

HM Ambassadorrs
Residence

1

2

NO 10 DOWNING STREET

MrFERButler

Mr A J Coles

Mr B Ingham

Mr A Logan

Mrs T Montgomery*Pott

Chief Inspector J Russell

Prime Minister

Princi-pal Private
Secretary

Private Secretary

Chief Press Secretary

Duty Clerk

Secretarial Assistant

Detective

The Rt Hon
Thatcher

Margaret
MP

J

4

5

b

7

CABINET OFFICE

I Slr Robert
KCB, CVO

Armstrong

Sergeant B Kingston Detect ive

Secretary of the
Cabinet

Chancellor of the
Bxchequer

Second Permanent
Secretary

Private Secretary

Secretary of State for
Foreign and Common-
wealth Affairs

HIvI TRBASURY

10. The Rt Hon
Howe QC,

Sir Geoffrey
MP

11. Sir Kenneth Couzens KCB

12. Mr J O Kerr

FOREIGN AND COMMONWEALTH OFFICE

The Rt Hon
MC, MP

13. Francis Pym
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14. Sir Antony Acland
KCVO

KCMG,

15. Mr B J p Fall

16. Miss D J pearey MBE

17. Sergeant D Abbott

MINISTRY OF DEFENCE

18. The Rt llon John Nott Mp

19.

RESTRICTED

Permanent Under
of State

Private Secretary

Personal Assistant to
Private Secretai.y

Detective

Secretary of State for
Defence

Secretary HM Ambassadorts
Residence

Ministerrs
Residence

Dreesen Hotel

Dreesen Hotel

Sir Frank Cooper GCB, CMG permanent Under
of State

[linisterrs
[ìes idence

Secretary Ministerts
Residence

2r.

DBPARTIVÍENT OF

20, The Rt

INDUSTRY

Hon Patrick Jenkin
MP

Secretary of State for
Industry

Under Secretary

Private Secretary

Chief Political
Correspondent

I\lr K G II Binning CI\{G

Ms C Var.ley

Corìnsê11or's
( Commerci a1 )
Residence

Counsel lor' I s
B,es idence
(lt{:: P J Fowler)

Tulpenfetd Hol,1

Dreesen Flotel

,) r)

CBNTRAL OFFICB OF INFORNIATION

23. Mr J Ensoll

INTBRPRBTER

24. li{r R Lederer

RESTRICTBD
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APPENDIX II

ANGLO-GBRMAN SIIMMIT: 28-29 OCTOBER: PROGRAMME FOR THE PRIME I{INISTBR

Thursday 28 Octoþç¡

1605

1825

1835

1900

1920

19 30

1935

2A45

Take off from RAF Northolt in HS I25

Arrive at Cologne/Bonn airport

Leave Airport for H}4 Ambassadorrs Residence

Arrive Residence

Leave Residence for Federal Chancellorts Office

Arrive Federal Chancellorrs Office

Talks with Chancellor Kohl at Federal Chancellorrs
Office

Dinner at Federal Chancellor's Office for Heads of
Government, Foreign Ministers, Ambassadors and two
note-takers

0730
0815

2230 Return to Residence

Friday 29 Octobe:q

0850

0900

0915

0945

1130

¿230

Hairdresser
-Brief ing Meeti-ng at Residence

Leave Resldence- for Federal- Chancellorts Office

Arrive Federal Chancellorts Off ice.- Offieial
welcoming ceremony, guard of honour

Tête-à-tête between Prime Mini-ster and 'Cha"ncellor Kohl

Plenary Sesslon at Federa"l Chancellorrs Office

Joint Press Conference with Chancellor Kohl j-n press
room of Federal Chancellorts Office

Leave Federal Chancellorts Office for Cologne/Bonn
Airport

Take off for Berlin in Andover1300

RESTRICTED
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PRIMIT MINISTER'S VISIT TO BERLIN: 29 OCTOBER

PROGRAMMB

Alf times local

1300

1430

Depart Bonn with Chancellor Kohl. Lunch
on the plane.

Arrive Gatow, Berlin. Met by:

General Mostyn, General officeç- Commanding, Berl
Dr Richard von lVeizsaecker, Governing lviayor
US and French Commandants

Press photo facility.

1433 l-439

144A

1510

154 5

16 15 r715

L720

17 45

Guard
only

Press photo facility.

GatowDepart

Arrive at the l{all, just north of the
Reichstag. Lay flowers at menorials to
Il¿rst Germans I<1llecl in attempting to cross
to West Berlin. Visit one of the British
arny 'bear¡s which patrol the WaIl. ']ointhe patrol in the Landrover for a short
distance. Drive past the Brandenburg
Gate and stop at a viewing-point by the
'lVa11.

Press and TV facilities.

Arrive Rathaus, Schoeneberg.
Discussion with Governi.ng Mayor.

of Honour. Prime Minister and GOC

mount saluting base a.nd inspect guard.

Golclen Book Ceremony, Brandenburg
of Rathaus. Speeches bY Governing
Prirne Minister,' Chancellor Kohl.
guests.

HaII
['layor',

Mingle with

Press and TV facility.

Prime ltlinister and British party only depart
Rathaus for IIQ, British lrlilitary Government

Arrive B['IG. Meet represen'Latives of garrison
for tea or drinks (approx 50 individuals
of different ranks and units, ineluding wives '

Press

Leave

photo facility.

BMG1820
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1835

1900

1915

21 15

2130

2r40

2330

Arrive HM Ambassadorrs residence
Leave for Charlottenburg palace

Dinner in Oak Ga]lery. S,pprox 60 prcsentinclucling wlves.

Exchange gifts over cciffee in the ante-room
Depart Charlottenburg

Arrive Tegel Airport. rnformar farewells,no ceremonial. press photo facility
Aircraft cleparts

Arrive Lonclon. Heathrow (Termina f ,)Hillingd on Suite. r - -'!

')
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ANGLO-GERMAN SUMMITi 28-29 OCTOBER: PROGRAM}fE FON THE CITANCELLCIR

OF THE EXCHEQUER

Thursday 28 October

1610 Take off from RAF Northolt in Andover

1900 Arrive at Cologne/Bonn Airport

1905 Leave Airport for Federal Finance Ministry

1930 Talks with Herr Stoltenberg r',

2030 Leave Federal Finance Ministry for the Redoute

2045 Dinner at the Redoute, given by Graf Lambsdorff and

Herr Stoltenberg

Z23O Leave Redoute for im Etzental- 17 (Residence of Minister
Economic )

Fridav 29 October

0850

Leave im Etzental 17 for HM Amba.ssadorts Residenee

prime Ministerts Briefing Meeting at HM Ambassadorrs
Residence

Leave HM Ambassadorts Residence for I¡ed.eral Chancellorrs
Office

Arrive Federal Chancellorrs Office. Officlal welcoming
ceremony

Tête-à-tête with Graf Lambsdorff at Federal Chancellorts
Office

Plenary Session at Federal Chancellorts Office

Observe joint Press Conference given by Prime-Minister
and Chancellór Kohl/eonclude talt<s with Herr Stoltenberg

Leave Federal Chaneellorrs Office for Cologne/Bonn
Airport

Take off for London in HS l-25

Arrive æt RAF Northolt

0900

0915

0800

0815

0945

1130

1230

1 305

1325

RESTRICTED
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ANGLO-cERMAN SUMMIT : 2B*2g OCTOBER: PROGRAI\ÍME FOR SECRETARY OF STATE

FOR FOREIGN AND COMMONWEALTH AFFAIRS

Thursday 28 October

16 10

1900

1905

19 30

1950

2000

2005

2045

2230

Friday 29 October

0815

0850

0900

09 15

0945

1130

l2 30

1305

L325

Take-off from RAF Northolt in,Andover

Arrive at Cologne/Bonn Airport

Leave Airport for HM Ambassador's Resj.dence

Arrive Residence

Leave Residence for Federal Chancellor's Office

Arrive.Federal Chancellor's Office

Talks with Herr Genscher at Federal Chancellor's Office

Dinner at Federal Chancellorts Office for Heads of
Government, Foreign Ministers, Ambassadors and two
note-takers

Return to Residence

Briefing Meeting at Residence

Leave Resi.dence for Federal Chancellorts Of f ice

Arrive Federal Chancellorrs Of f ice. Of f i,cial welcoming
ceremony

Tête-à-tête with Herr Genscher

Plenary Session at Federal Chancellor's Office

Observe joint Press Conference given by Prime Minister
and Chanðe11or Kohl/conclude talks with Herr Genscher

Leave Federal Chancellorrs Office for Cologne/Bonn
Airport

Take-off for London in HS125

Arrive at RAF Northolt.
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ANGLO-GERMAN SUMMIT: 28-29 OCTOBER:
OF STATE FOB DEFENCE

Thursday 28 October

PROGRAMI{E FOR THB SECRET

inistry of Defence for Fasanenstf
inister Political)

1610

1900

1905

19 30

2030

2230

Take off from RAF Northolt in Andover

Arrj-ve at Cologne/Bonn Airport

Leave Airport for Federal Ministry of Defence

Tatks with Dr l{orner

Dinner at Federal Ministry of Defence given by
Dr Worner

Leave Federa
(Residence o

1M
fM

'a-

Friday 29 October

0800

0815

0850

0900

0915

0945

1130

12 30

1305

7325

1==-

Leave Fasanenstrasse for HM Ambassadorts Residef'
t-

Prime Minister t s Brief ing Meeting at IIM Ambas sa?
Resi-dence

Leave IIM Ambassador's Residenee f or Federal Cba?
Office

Arrive Federal Chancellor¡s Offi-ce. Official we
ceremony

Tête:à-tête with Dr lforner at Federal Chancello
Office

Plenary session at Federal Chancellorrs Qffice

Observe joint Press Conference given by Prime
and Chancellor Kohl/conclude talks with Dr Worn

Leave Federal Chancellor t s Office
Airport

for Cologne /t:

Take of f for London in HS J.25

Arrive at RAF Northolt

RESTRICTED
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ANGLO-GBRMAN SUI{MIT: 28-29 OCTOBBR: PROGRAMME FOR THB SBCRETARY
OF STATE FOR INDUSTRY

Thursday 28 October

1610

1900

1905

1945

2000

2045

2230

F"riday 29 October

0800

0815

o850

o900

0915

0945

1130

1230

1305

1325

Take off from RAF Northolt in Andover

Arrive at Cologne/Bonn Airport

Leave airport for aecomrnodation

Leave accommodation for the Redoute

Talks with Graf Lambsdorff at the Redoute

Dinner at the Redoute, given by Graf Lambsdorff
and Herr Stoltenberg

Leave Redoute for accommodation

Leave im Etzental 17 for HM Ambassadorts Resi-dence

Prime Ministerrs Brief ing Meeting.at I{M Ambassadorf s
Residence

Leave IIJvI Ambassadorts Residence for Federal Chancellorts
Offlce

Arri-ve Federal Chancellorrs Office. Official welcoming

Tête-à-tête with Herr Stoltenberg at Federal Chancellorrs
Office

Plenary session at Federal Chancellorrs Offlce

Observe joint Press Conference given by Prime Minlster
and Chancellor Kohlfconclude talks with Graf Lambsdorff

Leave Federal Chancellorrs Office forCologne/Bonn
Airport

Take off for London in HS I25

Arrive at RAF Northolt

RESTRICTED
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TRAVEL ARRANGEMENTS

(all times local)

BA 742

BA 3003

Train

RAF HS125

APPENDIX III

UK = GMT
Germany = GMT+1

Tuesday 26 October

Chief Inspector J Russell

Thursday 28 October

Chief Inspector J Russell

Mr R Lederer

Prime Minister
Mr Butler
Mr Coles
Mr Ingham
lVIr Logan
Mrs Montgomery-Pott
Sgt Kingston

ETD
ETA

Dep
Arr

Refreshments will
t hour 20 minutes
7 passengers

RAF Andover

Refreshments will
t hour 50 minutes

Dep Northolt
ArrÍve Cologne/Bonn

ETD LHR
ETA Berlin

IA25
1420

Berl in
Cologne/Bonn

Brusse 1s
Bonn Station

0830
09 35

12 10
1 540

be served
flying time

Dep Northolt
Arr ColognelBonn

be served
flying time

1605
1825

t6 10
1900

Chancellor of the
Mr Kerr
Secretary of Stale

and Commonwealth
Mr Fall
Secretary of State
Secretary of State
Mr Binning
Private Secretary
Sir R Armstrong
Sir A Acland
Sir F Cooper
Sir K Couzens
Miss Pearey
Sgt Abbott
It4r Bnsol l

Exchequer

for Foreign
Affairs

for Defence
for Industry

15 passengers

/ltriday 29 October





l::l
Friday 29 October

P ne Minister

Mr Butler
Mr Coles
Mr Ingham
Mr Logan
Mrs Montgomery-Pott
Chief Inspector Russell
Sergeant Kingston
Sir A Acland
HM Ambassador
Mr Ensoll
Mr Lederer

Chancellor and Mrs Kohl
Dr Ruhfus
Herr Teltschik
Ilerr von Bredow

Chancellor of the Bxchequer
Secretary of State for Foreign

and Commonwealth Affai-rs
Secretary of State for Defence
Secretary of State for Industry
Sir R Armstrong
Sir F Cooper
Private Secretary

Sir K Couzens
Private Secretary
Miss Pearey
lls Varley
Mr Binning

Sgt Abbott

Prime Minister
Mr Butler
Mr Coles
Mr Ingham
Mr Logan
Mrs Montgomery-Pott
Chief Inspector Russell
Sergeant I(ingston
Sir A Acla.nd
Mr Ensoll

Saturday 30 October

RAF Andover Dep Cologne/Bonn
Arrive Berlin

( Gatow )

Cold lunch will be served

t hour 30 minutes flying time

18 passengers

HSI25

I 300
1430

Dep Cologne/Bonn
Arr Northolt

Cold lunch will be served
t hour 20 minutes flying time

7 passengers

130 5
l.325

LH 058

LI{ OSB or
BA 745

Cologne/Bonn 1400
LHR 1420

Dep
Arr

Dep
Arr

Cologne/Bonn
LTIR

L725
1740

RAF Andover Dep Berlin 2I4O
( Tes'el )

Arr LHR 2330
Terminal 7
Hillingcion Suite

Refreshments wiIl be served

2 hours 50 minutes
10 passengers

flying time

pA 639Mr Lederer
(Staying overnight 29
Am Studio Hote1, tel

October
No 30 20 81)

ETD
ETA

Berlin
Frankfurt

TO25
1125

ETD
ETA

Frankfurt
Bruss e 1s

1 305
14 10

LH IO2





ÄPPENDIX IV

TRAYEL ON SPECIAL FLIGHTS

BAGGAGE AND INSURANCE RBCULATIONS

1. BAGGAGB

Those travel]ing by RAF aircraft are reminded that baggag,e
should be left unlockecl fo¡ the customary check. Butane
gas lighter refills and matches, c-¡ther Lhan safety ones,
ñ"y not be taken on the aircr¿rft; certain aerosol sprays
are now accepted on flights, provifleci they are not used
on the aircrâft. Any eiectrical. items must be di"seonnect'ed
fromthei.r Lratteries.

For space reâsons those travelling in the RAF aircra'ft are
asked to timit theír personal bag,gage to one sui tcase.

2. INSURANCE

No refund of Ínsurance premium j.s payable from public funds
for officers on short-term visits overseas " When the personal
prolrerty (other than money or luxury articles) of an officer
sent overseas on a short-term vj.sit is lost 01' clamaged during
tr¿¡.nsit to oy from the lK or while he or she is jn receipt
of subsistence allowauce during his stay overseas, and the
Ioss or damage is not covered by ân existing insurance poli-cy,'
ancl the officer himself has not been negligent, compensation
would be based on the current cost of replacing the articles,
less the amount for clepreciatiotr or, if 1ess, the ful1 eost
of repair.

Those 1;ravelling in *n"R4[l'¡s51 rê advised to check whether
their insurance policies ¡:rrovide cover for travelling by
non-commercial tì ignts and to consul.t their insurers if they
are in any doubt about theiT' position. At present claims on

IIMG fc;r compensation âIe subject. to a lj.aLrility timit of
c25 ,000.

Conlerence and Visits Section
Protocol and Conference Department

FOREIGN AND COMMONTiJEALTH OF¡'ICI]
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BONN

Direct dialling
British Embassy

code from London

Bonn

to Bonn is 910 49 228

Ti-e line from No t0 or
Tie line to Whitehall- CBX

or direct dial 23 40 61

Chancel lery

RESTRTCTED

USEFUL TELEPIIONE NUI'IBERS

APPENDIX V

2920

309r

suite,
305 2377

410 126 77

UK Delegation Offices in Federal

(Advisers/Private Secretaries) 56 20 88

(Duty Clerk, Personal Assistants) 56 2L 26
56 22 19

Room

Room

108

110

(MrPW

Res i dence

Embassy extension No: 120

Brit ish Amba.ssador I s Residence
Tie lines

Residence of [{inister (Economic)

âs above or direct dial 36 47 2I

35 59 43

33 24 09

3€ì 41 74

36 3l 84
36 28 76

Unwin C['fG)

of Minister

Hunter )

of Counsellor (Conmercial)

(Mr C Mallaby Cl\,fG)

Residence of Head of Chancery
(MrAJ

Res i den ce
(Mr B Smith OBB)

Resldence of Counsellor (Mr P J Fowler)
Residence of Defence and Military Attaché

( Brigadier

Residence of

C W Woodburn)

First Secretary (Information)

35 45 94

23 19 24(Mr T T Macan)

Dreesen Hotel

Tulpenfeld Hotel

Eden Hotet (RAF

36 4A

27 90

Crew) (code 22I)

01

B1

23 61 23

BBRLIN

Direct dialling

Brlt i-sh N{i l itary

Direct line to No 10
BMc Office

British Ambassador's
RAF contact No. Tegel

code from London to Berlin is 010 49 30

Government Office (Military Exchange) -
Private Office in Ambassador's

Residence
Airport, British

309 5199
Airways Ops

A1^ 1Õ/1 Oa)
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DISTRIBUTION

NO IO DOWNING STREET

E R Butler
J Coles
Rylands
Clerks

CABINET O}'FICE

Armstrong

MrF
MrA
MrC
Duty

PS to Sir Robert
Mr J L Wright
Establishments:
Accountant: Mr M

Mr J W Stevens
Long

MANAGBMENT AND PERSONNEL OFFICE

MrC
MrJ

Jones
Needle

HM TRBASURY

PS to Chancellor of the Exchequer
Establ"ishment and Organj-sation Group: It{iss B Randa}1.

FORBIGN AND CON{MONWEALTH OFFICE

Private Secretary to the Secretary of State (4)
Sir Julian Bullard
Western European Department: Mr W B lt{cCleary

Miss K J Himsworth
Communications Operations Department: Mr L T Charrington

Mr J M Eastwood
Mr A S Chapman

Comnunications Technical Services Ðepartment: Mr H l{are
I\{r M Eklns

Finance Department: Travel- Accounts
IDC

News Department: Press Facilities Unit
Mr A G Copcutt

IrCCU: Mr I P Kennedy
Permanent Under Secretaryts Department: Mr E l4ason
Personnel Services Department: Overseas Serviee Unit
h'otocol and Conference Department (10)
Resident Clerks
Security Department: Mr D B Goodsir (for circulation)

Mr G liay

(7)

( IJans lope )
(r,rps )

/MINISTRY OF DEFENCE
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DISTRIBUT ION(con t'd)

MINISTRY OF DEFENCE

PS to Seeretary of State
Wing Commander B Ball (Room 5f66)
!I(?)(RAF), Metropole Buitding
DD ops (AT) RAF
SgC1 (Air)
MOV OPS (RAF) Desk Officer (Z)

RAF NORTHOLT

OC Ops Wing
OC 32 Group
Senior Air Movements Officer

NEI4I SCOTLAND YARD

Det Chief Supt K pryde

CENTRAL OFFICE OF INFORMATION

News Room

BRITISH EMBA SSY BONN

BMG OFFICE BERLIN

EACH MBMBER OF THE DELEGATION
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CONFTDENTTAI,

8.7 FROM: ADAM RI DI,EY
28 October 1982

crrANcEtroR o3 ITIE EXCHEQUER

VTSTT TO BONN:

As you know f vÍsited Bonn on Monday and [Uesday with a nunber

of the othe:: polÍtical advisers, in response to a long standing
invitatíon f:rom the CDU. As it happened, this trip took place
at a nost interesting moment, and it nay con'ceivably be of sone

interest if I note ve"y quickly some of the salient points of
what we learnt. Thanks to the gr"eat goodwilltûowands tne |g*ro
which the CDU feel, our hosts we?e abte to arrange an extnemely¿-
series of interviews, i,nvolving the Ministers of State of the
Depa¡tments both of the Econony, X'inance and f,abour; and with
trorst feltschik, M-'n KohlsSpecial Adviser.

General ssions

2. Our. overwhelning inpression was of an extreme and unexpected
lack of p::eparedness for assuning governnent. llbile long te:rm

policy planning nay have been pnoceeding in a sensible lrâJr there
seems to have been little effective analysis of what would need

to be done in tbe short run if the CDU/CSU won their confidence
vote this Septenber, despite the fact that they knew well enough

in the suuner that the possibility existed. This is all the odder"

since the CDU have massive resources for nesearch and active
Pa:rlianenta::y conmittees. Despite all this, the:re seemed to be

unbr'ídgeable gaBs between the Party's leadersbip f H"ttKohl and

his i¡nnediate colleaguefl the powe:rful backbench connittees in
tbe Bundestag, and the Pa¡ty bureauclracy. This criticisn does

not, howeve:rr apÞlÏ to their el-ectoral tac.!¿sgr which seerned

to have been well thought out, backed up 'by very expe¡t and

inte::esting opinion polling, and to have been ieopar"dised only
by Genscher's nistake in allowing Schnidt to pnovoke hin to
withd:raw from tbe old coalition.

.c1ear,,
,. 1¡he corollar"y of this state of unp::epa::edness is pa:"tj-crlarLy/
in tbe econonj.cs sphere. Sucb plans as the CDU were p:reparing and

now putting forward appeay to derive very largely fson the FDP

analysis of what now needs to be done, and to draw very heavily
on the necent published paper" by lambsdor.ff. This arises pa:cdly

act that the programme has to be
PùP'

,T: t
,J.4.Jl/ÌÊtV¿,a

in a natu:ra} w , and from the f





CONFIDENTIAI

agreed wÍth the FDP as a nelt eoalition partner; but it also stens

from the fact that the cDU bave an extrenely narllovt range of

bighly placed civil service synpathisers on whose expentise to

dratv.

In many respects the CDÜ are facing a po sition not unlike4.
our:s in 1g?g. The econo¡nic position Ís in nany

l,t¡.n,5
rc.qlçãcts nuch

worsethantheyexpectedo:rbelievedbefo'"^Tþ-"gsawthe'åi'*1lfår,
Expenditure is bigher, g'owth is lower , ^oa?ffi"tctations'ãi* 

lffilLd'
I did not get the impression that they had set their" sights on a

sufficiently stringent control of e:çenditure and tbe deficit '
given the inevitable need - which !üe nohl understand atl too well -
to ,,lay offrt to attow for the faet tbat the v¡orld alnost

Ínevitably turns out to be worse than one expects it to be

initially. How far this impression is to be attributed to tbej':r

over-optímism, or rather to wbat they deem to be unavoidable

political constraints, is not at alt clear. But I suspect it

Is in some measu?e a reluctance to prepare for the worst which

is the keY issue.

,. It is worth underlining the remarkable extent to which the

new government i.s balope::ed by the fact that the sPD and FDP

have gone a long way towards the AneÎican "spoilstt systen of

introducingpo}iticallysynpatheticsenigg"officialsintokey
posts during their 1i years in power . T-ít'iðhancellor's offj'ce

itselfrwhicb is over 4OO st:rong, there is scarcely a dozen cDU

party card holders, and getting on for 40o menbers of tbe s?Dl

|[his neans that Herr Kohl has only been able to introduce so far

ar.ound hatf-a-dOzen trusted colleagues, who are so unce'rtain of

the reliability and loyalty of the Îenaining staff tbat they have

been d:piven to set up their own rninute organisation inside the

Chancellorrs officei and Her¡ Kohl's p:rincípat advise:"' Her"r"

Teltschik, had hirnself to do the photoeopying of the drafts of

the chanceflor's important address to the nation Ín Parlianent

the other" day. The pr^obleur is líttle better in a nunber of

other key depar^trnents, such as the Ministr"y of Tinance' All in

all, the new gove-'cnmentrs expernience iS nOt a ve"y good a-'ngunent

for going a}l the way with John Hosþns, and with a wholesale

s\^reep out of senior officÍa}s each tÍme the gove?nment changesl

Anongst tbe moves tbat have been made at the level of very

seniãr appointnents, by far the nost inpo'ntant is tbe depar"tu:re

-2-





CONT'TDENTIAT

of Hans Tiet¡neyer from the Minister of State position with

ï,anbsdo:rff in the Mlnistr"y of Econonics to a simílar: positi'on

with stoltonberg. llietmeyer is one of the few senior cDU

people to have worked under the old regime. He î¡:rote, in effectt

the fanous lJambsdorff papera. Stoltenberg, for whom he now wo:"kst

is clear:ly destined to be the key figure in
h-

[he CDU have obviously done wisely iã novin
Gernan

¿ltuø¡e,r

Discussion with îiet meveYr

6. In the cou'!?se of a long discussion with Tietmeyer, a number

of interestÍng points emerged which it nay be worth summarising

vetly brieflY. His basic diagno

had, for" the first tine, failed
on the basis of an expor"t-led r"ecoveÏy. Fo¡ this lâeason he was

extrenely cagey about the p'nospects for gr"owth next yea? Jç was

clear that unenployment would 7ise, though he woutd not be pinned

down precÍsely as to where its level would lie between the figures

of 2 and 2$ milllon. He said that the failune to ]ñecover could

be inter.preted in terms of the "Britisb diseaset', æñ spoke

eloquently of the growing weakness of the Gernan economy in the

face of fo:"eign cornpetition, and graphically desc'ribed the

world of policy makíng that had come to be mo?e and more dogged

absurd and over-optinistic official forecastsl Looking abeadt

said that n eshort run theY had to think in terms of three

prior"ities:
first, and nost important, the whole business secto" was

and a lack of confidence.

CPt3 a

economic PolicY-
cross.

st- s
t"

was at e economy

ecession
¿v

a?

by
he

o ?esto]"e thist and since so

rnuch of it stenned from uncertainty about th" politi*]
situation, that alone was a ver"y power"fUl ar"gunent fo¡
the eanly election nohl p1âoposed:

not only the CDU 11[otrre" analysùs, but, increasingl}l
tbe lùeiæ Gernan Ëäå,€åi¡n we?e getting wor"'ried about

tbe gr"owth of thb public sector deficit. A star"t had

to be made now in tackling it, and at least tbe : I

pr:ospect of its ultinately being elininated held out

plausiblyrsothatinterestratescouldcomedownand
investment recovel:

suffer"ing fron u.ncertaintY
rr was vital t"#.ffi-s- t

-v-





CONFTDENÎIAL

in the longer" r"un the najor structu¡al problems of
the Gernan economy would have to be tackled. But

all that would have to be for a later dater once

the election was overâ-

7. All the gover"nnent could now do in the f ew nonths befo:"e

the planned election in Harch was to focus on a few key issues'

These could be :neduced to the following ten point proglnamlne:

Res c e lic endÍn to favou:r investnent and

to cut back on consunPtion.

Chan6e the structure of taxes_(as l¡Ie have doner but

morle slowl-y.. ' ) .with a.higher', level of VATt and tax
- C"it-þ-U-..,Án¿À k ttw.('Ll'r_

cuts to helP 1 busanesses'

By both these neans ah"eady nentionedr and by a forced

loan frcom highe'r ta:cpaye:ns, finance a maiqr' 9:çpansion

of constr"uction acti s , which Ïrad fallen back

particularnly hard r"ecently aÐd been a najoy reason for
stagnant outPut. 

io i{.
EncouTaging tscnnotogy. And,/panticul-av' e:cploit ¿taLe-

communicatíons r"evolution as guickly as possiblet

in p:"actice by following oulâ }cind of rneasur"es to out-
f 1ank the Bund espost, s postal nonopo 5y:fu^ba,h,t<t'tJ>+, tÅ")

Press on vlith plans fot lotre givit nuclear enelÐ, and

disregard the political opposition of the sPD of tbe

g'eens.

Stand ve?y firm lv behind the t¡aditional German comni'tnent

for liberal trading policies. Thís neans, in pr"acticet

to seek an a8?eelnent on steel [I am su'ne we shou1d

e to the CDU for their co-
fût'frecent ag?eenentl, P?ess

ess our eat atitud
op ive line in r"eacbing
on urgently in collabonation with us ín seeking a

solution to the Russian pipeline problenr and look

very car"efully at the problens proposed by trade with

thi:^d count:ries, and particular"ly Japan. þif"
explaining all this, [ietneyer digr"essed to ask ne

very pointedly about the recent r"eports in Sritish
newspapers that the Gove'nnnent was conside:ring ÍrnposÍng

inport contnolso and asked ne if I could conment in

anyhray.Istressedtohinourlongstandingcomnítment
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B. In response to questioning' he was clear that there woulil

benoyeaÎ-on-yeargrowthinGD?betweentheyea"trsS2andSv¡
andtbathedídnomo.rethanexpectastobethepossibilityof
the ?/o p.a.'nate of inqÉase by the latter half of BV if al} went

well with the elections' 
T f asked hirn about the prospects

asseenbytheGernansfordecouplingtheirinterestratesfrom
Ustrends.Hewascautious,ifnotagnosticloDthis,anddÍd
notseemve?yhopefulthatitcouldbedone.Henentionedin
passinghisov'ngreatsympathyfo¡nou]âa'ngumentsonCommunity

.agr"icultu¡a}poticywhere,,youhavea}lthegoodarguments'|.
I

Ineaiaso].nsuchav'ayastosuggesttonethattheremightbe
Ialinkagetobenadebetweenourtakingarelativelypur.eline
i oo liberal trading policies if the Germans would take a tougher"

I tio" oo agrricultural policy ' He ref err^ed br"ief ty to the 'necent

Ger"nan,/F¡enchsunnit,âtwhichtbeTlenchhadapparentlysuggested
aninitíativewithoPEctogetoilpr"oduce"stouseacu]â?enc]

other than the do'-"t fïl pr"icing 
lli. 

IIe thought thi-s interestí'nl

but rather^ implausible -fwho was gor'ng to price oil in francsi?

CONFTDENTIA],

toopentr"adingconditions,under}inedour"traditional
open narkets in a variety of connodíty gr"oups in which

the third world I^Ie?e gr"owing stnong' such as textilest

underlinedtheenoÎmoussac?ificeswehadnadeín?ecent
years in sector^s such as steel ' and put over the gener"al

thouehtthatacertainamountofdirectintervention
in worlcltrading conditions v¡as ' in essence ' the pnice we

woufdhavetopaytopr"eservethefreetr"adingsystemJ
FulI connitnent to support the Bundesbank's moneta'ny

poIicY.

Pr.rt $tate's finances in orde:: - but respect the inportant

distinctionbetweentheneedtonastertheuncle:nlying
deficit, and tbe need to accept that it can diverge from

itsprope:runderlying].eveltotheextenttbattheeconony
is o fo:r examPle t in :recession '

ber discussions

g. Mr llietmeyer^' s colleague Herr Håf ele c]-ar

attitudes towar"ds its longer term staategy and

ífied tbe PaltYrs
in Par"ticular its

Ê.





OONFTDENTÏA],

public spending planning. He said that their initial view in

the discussions with the FDP was that one sbould seek sonethí'ng

tike a 1ú/o acïoss the board reduction in expenditure for" the

coming yearrn that this had not been acceptable to tbe tr'DP'

/ [.ne iã"" i" so crude that it is not sur"pr"ising tbat ít was r"ejectedl

He added that thein objective, still r"ough and not worked tlrrought

was now to seek a falting shar"e of publÍc spending in GDP ovel

tbe year"s, but be did not clar"ify this Soat any furtber. He

strengthened the feelíng of a sonewhat leisur"ely and optinistíc
appr.oacb to life by saying how the Par"ty was thinking in terms

of an initial four yea?s in office to get public finances br"oadly

in order, and then of the¡e being a neeê rfor at least another'

four or" per"haps eight years in office to get the Gernan econony

r"ight... It is clearly prudent to take this line in rbetoroic,

that one shouldo I felt, take a ¡nuch toughe"r line in setting one's

internal objectives-

10. I¡Je were treated to a fascinating analysis of the significance

of the new "green al'ternative" Party. llhe key point wbich emer"ged

was hohr far" they a?e no longer" an ecological pa:rty, but a frankly

anti-capitalist and anti-constitutional gv'ouping, which bas been

taken ove?, not necessar"ily at the dÍrection of tbe Eastt by a

r"ag bag of rna:.xists, syndicalists, school teachers and other"s

with joþ secur^ity and inflation p:roof pensíons. Ïn essence

they ar.e harnessing the widespr"ead anxiety about ci+íl nuclear

power to orient the whole direction of their so-called policy

platfor"n ín a neut¡alist di¡ection. llhe need fov' the SDP to

r"egain voters they had lost to the "gr"eenstt is clear'1y going

to be a decisive factor in deterninlng wlrere SDP policy will go

in the next few nontbs and Years.

11. Over a hUrv,ied lunch, Herr. Teltschik, ffi" Kohlts pe?SOnal

advise?, nentioned a numbe¡ of interesting if sonewhat atnospheric

points. He st¡essed that Herr Schni<1t's witbd?awal had far less

to do witb his health than public statenents would suggest' and

stemned almost totally from his Pa¡"ty's r"efusal to continue to

conduct policy on the reletively sensible lines he was advocating'

He ?eported private polls whicb showed that He?r' KohL had alr"eady t

even before Schuidt's withdrawal, ove¡taken Schnidt as the most
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CONT'IDENTIAI-.,

popu}alactualo]"potentialChancellor;thatthegreens'position
appearedtobeweakeningintheeyesofthepublic,whi}ethatof
the 

'Dp 
was still not beyond redernption if they coutd ?esolve

theil disagreenents Ín their Par.ty Congress; and hence the cbances

of a satisfactor^y election outcome l¡¡ere not too bad' He mentioned

inpassingtbegreatFl"enchconce"nthatweandReagenseento
havebeenp}ottinganearlierdatefo:rthesunmitthanthat
originallyintended.Hgnadeitclearthatthegovernmentwould
notbecontenplatinganyinitiativeswhatever"untilaftertbe
election except in tbe most essential a?eas' In other worrds they

werenotgoingtounvei}EEcinitiatíveso?anythingelsefol
aconside¡abletime.Healsoconveyedagreatfeelingofwar¡nth
towa¡ds the Conse¡vative Party' and one felt a strong desire

thoughofasouewhatunfocussedkindtointensifycooperation
and excbanges of views'

fiL] Ê-
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