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THE VISIT OF THE PRIME MINISTER AND YOURSELF TO ITALYs
ITALIAN PRESS REPORTING.

1,  THIS VISIT WAS REPORTED IN ALL ITALIAN MEWSPAPERS OF 6
OCTOBER, AND IY MANY CASES WAS GIVEN FRONT PAGE PROMINENCE.

2 THE CHRISTIAN=DEOCRAT ORGAN **|L POPCLO’® UNDER THE
HEADLINE ?’3ROAD AGREEMENT BETWEEN RO'E AMD LONDON’® REPORTED
THAT THE YISIT WAS CONSIDERED A ""CO'PLETE SUCCESS’* 30TH BY

THE PRIME MIMISTER AND SIGNOR COSSIGA. A COMMUMIQUE FROM THE
PALAZZC QUIRINALE STATED THAT THE MEETING WITH PRESIDENT PERTINI
WAS CCMNDUCTED IN **AN ATMOSPHERE OF CCRDIAL FRIENDLINESS'',
PRESIDENT PERTINI IS SAID TO HAVE 3EEN STRUCK BY THE **EFFICIEVCY
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PRESIDENT PERTINI IS SAID TO HAVE ZEEN STRUCK BY THE PPEFFICIENCY -

AND CHARM'® OF THE PRIME MINISTER,

3. IL PCPOLO (WHICH USUALLY GIVES A FAIRLY STRAIGHTFORWARD
REFLECTICN OF OFFICIAL BRIEFING) REPORTS THAT THE PLENARY SESSICN
DEALT IN MORE DETAIL WITH THE THE“ES COVERED IN THE TETE-A-TETE
WITH COSSIGA THE PREVIOUS EVENING, SIGNOR MALFATTI AND

SIGNOR PANDOLFI EXPLAINED THE ITALIAN GOVERNMENT®’S VIEWS CN
CONVERGENCE SEMICCLON THE WORSENING OF REGIONAL DISPARITIES,

THE INCREASING BURDEN ON THE ITALIAN BUDGET OF AGRICULTURAL
IMPORTS FROM COMMUNITY COUNTRIES AND THE CONTIMUING EROSION OF
THE **COMON TARIFF?' FOR MEDITARRANEAN PRODUCTS. THE ITALIANS
ALSO CALLED FOR A MODIFICATION OF STRUCTURAL..EXPEMNSES, MRS
THATCHER THEN EXPLAIMED THE BRITISH POSITION, CRITICISING IN
PARTICULAR THE PRESENT COMPOSITION OF THE BUDGET AND CALLING FOR
CORRECTIVE ELEMENTS TO BE INTRODUCED WITH EFFECT FROM THE

DUBLIN CCUNCIL, IL POPOLO COMMENTS THAT THE BRITISH POSITION
APPEARED TO RE FIRMER THAN THE ITALIAM, THCUGH THERE WAS
SUBSTANT | AL AGREEMENT BETWEEN THE TWO SIDES.

k. IL POPOLO THEN LISTS OTHER TOPICS DISCUSSED: SALT 2, THE
MADRID CONFERENCE ON CC-OPERATION AND SECURITY IN EUROPE, THE
FORTHCOMING VISIT 3Y HUA GUOFENS, ENERGY PROBLEMS AND RHODESI A,
MRS THATCHER ALSO REPEATED THE Uv'S POSITON ON EMS, FAVOURABLE
IN PRINCIPLE, BUT LONDCN IS AWAITING ®?A MORE STASLE MONETARY
SITUATION® 2,

Se IL POPOLO SAYS THAT THE SUCCESS COF THE MEETING IS
DEMONSTRATED BY THE AGREEMENT TO HOLD TWICE-YEARLY MEETINGS,

IN CONCLUSION, IL POPOLO QUOTES THE PRIME MINISTER AS SAYING

P'OUR COUNTRIES ARE ENTHUSIASTIC MEMBERS OF THE CCMUNITY AYD WILL
STRIVE TO OBTAIN GREATER BEMNEFITS FOR ALL THE MEMBER CCUNTRIES'®,
THIS AUGURS WILL FOR WHAT MAS EEEN DESCRIZED AS *'THE BATTLE OF
DUBLIN?® AND FOR THE FORTHCOMING ITALIAN PRESIDENCY,

(N OTHER NEWSPAPERS GIVE GO0D COVERAGE AND FOLLOW THE SAME
LINE AS THE REPORT I IL POPOLO, CORRIEAE DELLA SERA CCMMENTS
THAT VMRS, THATCHER DID 'OT EXCLUDE THE ENTRY OF THE UKk INTO E“S
IN THE NEAR FUTURE, THE CTRRIEAE ALSO SAYS THAT MINISTER
MALFATT!, DURING HIS LOMDON VISIT OM 22 OCTORER, WILL GIVE THE
FOREIGN OFFICE A DOCUNENT CONTAI'ING REQUESTS FOR THE
MODIFICATION OF CERTAIY COMMUMITY ** INSTITUTIONS?? WHICH PENALISE
ITALY AND BRITAlNM,
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" 10 DOWNING STREET

From the Private Secretary 8 October 19789

Visit to Rome

I eEclnse records of the Prime Minister's
tete-a-tete with Signor Cossiga on 4 October
and of the plenary session between the two
Heads of Government on 5 October.

I am sending copies of this letter together
with its enclosures to Tony Battishill
(Treasury), Garth Waters (Ministry of Agriculture,
Fisheries and Food) and Martin Vile (Cabinet
Office). I am sending a copy of the letter
together with copies of those sections of the
two records dealing with theatre nuclear forces
to Brian Norbury (Ministry of Defence); with
the extract from the plen ary record dealing
with commercial credit to Tom Harris (Department
of Trade): and with an extract from the tete-a-tete
record of the section dealing with the Schild
case to John Chilcot (Home Qffice}.

G,G,H, Walden, Esq.,
Foreign and Commonwealth Office.

CONFIDENTIAL
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TNF MODERNISATION
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The Italian Prime Minister told the Prime Minister

(\"‘/&E‘L 'S in Rome yesterday that he was seriously concerned about

“\M the pause which would ensue af\:‘t_.er the Nuclear Planning
t( S(ht: [ @A Group's discussion of THNF mud{-:r}f sation and before the
) Northern Atlantic Council took a fgrmal decision in

L‘ ﬂ-"\ December. He feared that there would be Parliamentary
Copics to:- and extra-Parliamentary pressure in his, own country,
the Netherlands, Belgium and elsewhere to\prevent

B X . g : ﬁﬁﬂcmmj

the ratification of the NPG recommendation asirmng
that this was in favour of deploying the next‘generation

of TNF. Cossiga, stressing that Italian policy




chm_"d, said that he thought the German and

Dutch Gnvcrnmcnts’at leastjsharud his concern.

Cossiga asked whether it would be possible
either to hold a meeting of the Council at Permanent
Representative level a day or two after the NPG
meeting in order to allow the non-members of the
NPG to ratify the recmmmnndation;nr, alternatively,

whether the NPG meeting could na# be moved closer
hoc/nvac
to the Ministerial meeting of the ﬁuunﬁfi in
I b
December. Cossipga clearly preferred theLalternative
since he is anxious that the formal decision should

be taken as soon as possible.

I said that I saw difficulties in either
course of action. It had been clear at the last

meeting of the NAC that a number of countries

would insist on it-betngolear-thet the TNF decision
Jhuﬁ al M Gllhvely
d~besn a political one taken hyLHinisterﬁé I did

not think that a meeting of Permanent Representative
would be good enough. Equally it was unlikely to
be feasible to re-arrange the NPG meeting. The
Prinﬂ Minister said that HMG would be prepared to
.ga along with a:;gh9¥ procedure that was acceptable

to the other members of the Alliance and that

enabled the TNF decision to be taken with despatch.

I encouraged/ ...
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I encourapged Cossipga to discuss the
matter with Herr Schmidt, whom he will be
seeing in Bonn on Tuesday and with the
Dutch Prime Minister, Van Agt, whom he will
be seeing later in the week. I sugpgested
that, in the light of these talks, the
Italians might like to pursue the matter
through normal Alliance channels. This was
the only way the matter could be sorted out

rapidly. Cecssipa apgreed.




With the compliments of

HER BRITANNIC MAJESTY'S
AMBASSADOR

Sir R Arculus KCMG

8/10/79




CONFIDENTIAL

M’-‘H.W(Nﬂfﬂ)‘
rgbLle ( Fintrfia)
HYBubled Brus/Pe &
M= gAocblive WED.
waelos KE wb*g-r'%
PRIME MINISTER'S VISIT 2) Hq.ft & b u-olg:f -
rE)%%?&“’ ?ﬁ{ ,ﬁr.

1s ez,

1 Lk The President kept the Prime Minister for well
over an hour, although he had a queue of Ambassadors
walting to present their Credentials. His last
distinguished visitor seemed to have been David
Rockefeller. He was full of reminiscences about
his German trip, and drew a good deal also on his
experiences in the Emilia/Romagna in the last few
days. It was noticeable that he kept turning to
Signor Malfatti, Minister of Foreign Affairs, and
some times was distracted inte a dialogue with him
rather than with Mrs Thatcher. He talked endlessly
and the Prime Minister hardly got a word in edgeways.

o The Prime Minister stressed the security aspects
of the EEC, with TNF in mind, and this drew a long
lecture from President Pertini about his commitment

to liberty. He went on to say that he saw the EEQ

as a kind of centre block between the two super powers.
It would be the first target in a nuclear war. It
could mediate between the two blocks. He was for
controlled steps towards full disarmament in the long
term, and in the long term the super powers must

come L0 an agreement.

3. Mrs Thatcher asked him about his trip to Germany.
He sald the striking thing was that there were no
military tendencies left in Germany. The young were
indeed very hostile to war. The leaders were in
terror of the Soviet Union and alarmed by the current
Soviet superiority in missiles in the European
theatre. The French deluded themselves if they
thought that their detachment from NATO saved them
from nugleariuwar,. The Germans on the other hand
rather rfeared that if they were attacked they would
be on their own. They needed the support of other
European allies. In general he had an excellent
dialogue with Chancellor Schmidt and even with Herr
Strauss, whom he had obviously éxpected to dislike
but ended up with quite friendly feelings towards

him.
/4.
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4, Mrs Thatcher .asked about the Italian scene.
President Pertini said thatihe had two major
preoccupations, unemployment and terrorism. The
third, inflation, was a common problem. Unemployment,
especially amongst the young, was a dangerous
phenomenum in- Italy. Unemployed youths turned to
drugs and got involved in crime, including terrorism.
In general the Italian economy was picking up and
though state industrial groups were unhealthy small
and medium businesses were flourishing - he had
par?%cglarly in mind Emilia which he had Just
visited.

5. On terrorism he said that at least in Northern
Ireland we knew the causes and could work on them,
whereas in Italy the authorities were working

rather in the dark. He asserted that the terrorists
were being controlled from headquarters outside
Italy. Why had Italy been selected as a target?
Because of its stratégic geographical position facing
Africa and the Middle East. He digressed here to
say that the Mediterranean was of the greatest
importance to the alliance and thus Italy's

position was crucial. Perhaps her importance wes
not fully recognised by her allies. Returning to
teprorism he said that the security services had

let the country down but now had been reformed and
were working better, and even having some SUCCEsSSes.
The only way they could succeed was by infiltrating
the terrorist groups. This needed help from the
public and perhaps fram friendly countries, particul-
arly if extradition was required. The large
demonstrations e.g. after Moro's death showed the
public's earnest desire for an end to terrorism.

II. Press Conference-(9.15 am on 5 October at the
Villa Wolkonsky) - British press only.

6. The questions were mainly about EEC and EMS, and

viobeEn were comparativelg harmless. The Prime 3

Minister took the opportunity to say that we simply

must solve the budget problem and achieve a definite

result afi the Dublin meeting of the European Council.

She avoided answering directly a question at the

end as to whether she had taken up the Schild case.

AN

5 October 1979 - (R Arcults)
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RECORD OF A DISCUSSION IN PLENARY SESSION BETWEEN THE PRIHE HINISTER

AND SIGNOR COSSIGA, THE PRESIDENT OF THE ITALIAN COUNCIL OF MINISTERS,
AT THE PALAZZO CHIGI AT 1120 ON FRIDAY 5 OCTOBER 1979

Present

Prime Minister Signor Cossiga

Foreign and Commonwealth Secretary Signor Malfatti

Mt Bii Bonala Arshlia Minister of Foreign Affairs

Mr. J.L. Bullard

MR- EREUT BE Ambassador Malfatti
Mr. M. Franklin Secretary-General, Ministry of

Mr. C.A. Whitmore Forelgn Affeirs
Mr. H. James
r, J. Adams Minister Ruggieroc

Mr. M.O'D.B. Alexander Head of Private Office, Minister
Mr. G.G.H. Walden of Foreign Affairs

Signor Pandolfi
Minister of the Treasury

Ambassador Ducci
Italian Ambassador in London

Minister Alessi
Assistant Under Secretary
supervising EEC matters

Counsellor Squillante
Signor Cossiga's Private Office

Minister Berlinguer
Diplomatic Adviser

Signor Zanda
Press Attache

Signor Santini
Economic Adviser

Bilateral Talks

Having outlined the agenda and referred to his tete-a-tete
with the Prime Minister the previous evening, Signor Cossipga said

that he hoped it would be possible to institutionalise talks

between the Italian and British Governments at Head of Government
level. The Italian Government already had talks on a regular

basis with other members of the Community. It would be appropriate
for the talks to take place twice a year. The Prime Minister said

that bilateral talks were often more productive than summit meetings.

She agreed that the bilateral talks at Head of Government level
should be institutionalised on the basis proposed by Signor Cossiga.

/(The Prime Minister

CONFIDENTIA!
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{The Prime Minister said initially that the talks should be held
on an annual basis, But in the subsequent discussion she agreed
that the talks should be held bi-annually.) She looked forward
to seeing Signor Cossiga in London next year.

EEC

Signor Cossipga said that while there might be some differences

in the short-term objectives of the two Governments, their long
term interests in the EEC were identical. It should be possible
to develop a. line of common action, The basis of this would

be that the Community could not count on a full contribution

from Italy and the United Kingdom if they were not getting
satisfaction from the partnership. The Prime Minister said

that she was absolutely committed to making Europe function as

effectively as possible. However, the grievances of individual

members would have to be resolved if it were to work as well as

it could.

The Community Budget

Signor Malfatti said that the Italian Government were very

critical of the reference document produced by the Commission in
response to the directive from the European Council at Strasbourg.
The document failed to stress the deterioration in the balance of
trade between Italy and the rest of the Community. As compared
with 1978, the balance of trade had moved against Italy to the
tune of 1,000 MUA. The erosion of the external tariff was also
causing major difficulties for the Italian Government. It had a
particularly damaging impact on the poorer section of the population.
As regards the figures on the budget, the Italian Government did
not accept the Commission's forecast. They expected that their
net balance would be no more than 150-200 MUA, i.e. much less than
the Commission had anticipated.

In explanation of this point, Signor Ruggiero said that the

Commission had shown the MCAs as benefitting Italy. The Italians
did not accept this. Moreover, the Commission's calculation was
based on a payments forecast that was quite unrealistic. In
addition, the Commission had failed to produce solutions to the
problems created for Italy by the inadequncies of the present

CO FIDE:’: n.u. /regional




regional poliecy; by the CAP; and by the erosion of the external
tariff against the import of Mediterranean produce from non-members
of the Community. Signor Malfatti said that the Italian

Government would await the production of a further document by
the Commission before they would be prepared to refine their
demands any further. They were looking for a general shift
in the balance of CAP expenditure. They wanted action on a

number of headings:

(a) the operation of the guarantee section of the FEOGA fund
should be changed sc that the impact on the Italian balance
of payments of the import of agricultural products,

e.g. beef, from other members of the Community, was

reduced;

the present discrimination against Mediterranean products

within the CAP removed;

the present wasteful surpluses in the CAP, particularly
dairy products, reduced, perhaps through the use of
co-responsibility levies;

aid given to improve the marketing of Mediterranean

products within the Community; and

an assurance that if trade concessions had to be made to
non-Community producers of Mediterranean products, the

European producers, notably Italy, should be compensated.

More generally, Signor Malfatti said that they wanted to see
the relationship within FEOGA between the guidance and guarantee
sections changed; and to see the relationship between the CAP
and other elements in the budget changed. At present 72% of
the budget was taken up by the guarantee fund; 12% by structural,
regional and social policies; and only 2% by energy, industry
and transport. The Italians would like agreement to be reached
in Dublin on a three-year programme by the end of which e.z., 25% of
the budget would be being spent on structural policies. There
should be specifie structural mechanisms to meet the particular

situations of member countries.

AT i At i; ! /The Prime Minister
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three principal Italian complaints. These were that:

The Prime Minister said that as she understood it there were

fa) too much of the total Community budget was spent on
agriculture as opposed to regional, structural and other
policies. The British Government agreed on this but
considered that the total size of the budget should not
go over the 1% VAT ceiling. Any changes in budgetary
allocations would have to take place beneath that ceiling;

within the CAP, the balance of expenditure should be
changed. Less should be spent on surpluses and more on

dealing with otheragricultural problems; and

Italy was having to bear too much of the cost of concessions
made in the negotiation of trade agreements from which the

EEC as a whole was the beneficiary.

Signor Cossipga said that the Prime Minister's summary was accurate.
The Prime Minister repeated that the British Government had much

sympathy with the Italian Government's complaints. They agreed
that less should be spent on surpluses and more on aid to the
regions, They accepted that this meant the re-structuring of
the CAP. But it was essential that these changes should take
place within the 1% VAT ceiling. They would like to see a
start made with the reform of the CAP but considered that this
would take time to bring to fruition. Signor Malfatti said

that while the Italian Government wanted a re-allocation of
expenditure, they were less concerned about the total size

of the budget. The Prime Minister said that if Governments

showed flexibility on the ceiling, the CAP would never be
re-structured. The celing gave those who favoured reform a
lever which had to be used.

Signor Pandolfi said that the broad objective of the Italian
and British Governments seemed to him to be similar. Basically

both Govermments were asking that the requirements of convergence
should be given a higher priority in EEC policies. However,

in the short term there was a possible confliet in the positions

of the Italian and British Governments. The British Government

CONEIREN
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had a specifie short-term problem, wviz that their contributions
and receipts were grossly out of balance. The Italian Government
understood the necessity for the British Government to secure
change in this situation. The Italian Governemnt were less
concerned about the budget. Even if the Commission figures

were wrong, the Italian position had improved substantially.
Their concerns were more general, viz the disproportion between
the CAP and the rest of the budget and the imbalance between the
guidance and guarantee sections of FEOGA. Given this difference
of interest, the Italian and British Governments needed to work
out guidelines for common action in ECOFIN and elsewhere, The
Italian Government were ready to support the UK but in doing so
they would rely on the UK to support them,

Signor Pandolfi said that he had talked to the Germans in
Belgrade about these problems. He sensed a disposition on the
part of the Germans to be helpful on both the British and Italian
requests. But there would be limits on German helpfulness,

They were not prepared to go through the 1% VAT ceiling.

Signor Pandolfi said that he personally agreed that in present
circumstances that ceiling should be maintained. There was

in any case a 13% margin in hand. (Signor Pandolfi noted the
potential complications of enlargement in this context.)

The Germans, secondly, would not be prepared to accept either

the British or the Italian position in full. They would propose

gradual implementation of any solution in either area.

The Prime Minister said that the British Government were

suffering from the operation of the budget in two ways.

Britain was contributing more than their GNP share and receiving
less. The third poorest member of the Community was the largest
contributor. The Prime Minister said that much as she would like
to play Lady Bountiful to the Community she could not afford it

at & time when the British Government was having to cut back

its expenditure on health, education, local government and
numerous other areas of great electoral sensitivity. The

present situation was grossly unjust. Failing a move on the

budget, there would be a serious and hostile reaction in the
United Kingdom. The British Government were not asking that

fthey should
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they should be net beneficiaries from the budget. They did not
want money from their partners. They sought instead a broad
and reasonable balance. The Community should not underestimate
the determination of the British Government.

As regards the longer term, the Prime Minister said that it
was of course ridiculous to create and support agricultural
surpluses. The CAP would have to be changed. The Italian
Government would encounter no difficulties with HMG in its
efforts to secure such a change. But perhaps some of the
other members would see more difficulties. Perhaps it would
suffice for the European Council to declare its intention

to seek reform in the CAP. Signor Cossiga questioned the use

of the word "intention'. The Italian Government would need a

commitment, not a statement of intention. The Prime Minister

said that the problems identified by the Italian Government were
even more complicated than that faced by the British Government.
Perhaps the Dublin Council should aim to define the Italian
difficulties more clearly: to declare its intention to deal

with them: and to commission papers for the following Council.

The British Government would support such a programme very strongly.
It seemed doubtful whether the Italian Government could get all

they were seeking at the Dublin meeting. Signor Pandolfi said

said that the Prime Minister's remarks suggested there was some
difference of position between the two governments. The
Foreign and Commonwealth Secretary said that the British Government

sympathised with and would support the general approach put forward
by the Italians, They had no wish to ignore the difficulties
faced by the Italian Government. However, we needed more details
of what the Italians had in mind. It might be that the

difficul t ies of securing movement would not be as great as
appeared. The Prime Minister agreed with the Foreign and

Commonwealth Secretary's remarks and asked whether the Italians
had worked out their ideas in detail and whether a paper could
be made available so that it could be discussed in further
bilaterals at official level and with other Governments.

Signor Pandolfi said that the Italian Government would be

putting specific proposals to the Commission in the following week.

CONFIDENTIA!

/The propocsal




MCIREMTIAY
CCNFIDERTIA

¥
RN | & b b

The proposal would seek action under three headings:

{a) that a decision should be taken to reduce gradually but in
a definite period (3-5 years) on a year-by-year basis the
percentage of the total expenditure of the budget devoted
to the CAP, The reduction might be of the order of one

or two percentage points per year;

that the same process should take place within FEOGA, re-
directing expenditure from the guarantee to the guidance

fund; and

that action be taken to diminish the cost to Italy of the
import of agricultural products from other members of the
Community and to encourage the increased production of

some agricultural products, particularly meat, in Italy.

The Prime Minister asked whether Italy would be seeking fixed

percentages and timescales in Dublin. Signor Pandolfi said that

if precise decisions were not taken in Dublin there would be
further delay. It was essential that the Italian and British

Governments should not be divided. Both the Prime Minister and

the Foreign and Commonwealth Secretary said that it would be

easier to get a decision in principle than a decision with

figures, Signor Pandolfi said that figures were essential,

although he was not dogmatic about what those figures should be.

The Prime Minister said that it was essential to have the details

of the Italian proposals as soon as possible. The British
Government would look at them carefully and sympathetically
with the intention of being constructive, The interests of
the two Governments were the same. British representatives in
forthcoming bilaterals would say that they were studying the
Italian proposals sympathetically. The Prime Minister hoved
that Italian representatives would say the same about their
approach to the British problem.

Signor Cossiga said that Italy's experience had been that

the decisions at Strasbourg had not been translated into a paper
satisfactory to his Government. The Italians did not want to
find themselves after Dublin in the same position as they were

now after Strasbourg. It was essential that the problem should

COMNEINCATIA ]
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be quantified. General political indications would not
suffice. Signor Pandolfi said that Monsieur Ortoli would be in

Rome the following week and would be given precise details of
the Italian proposal. (Officials in subsequent discussions
cast some doubt on whether the Italians would in fact hand a
paper to the Commissioner.) It was agreed that the discussion
would be continued at the forthcoming meeting between Signor
Malfatti and the Foreign and Commonwealth Secretary and that in
the interim talks at official level would continue.

JEuropean Monetary System

AAMTINERMTIA
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European Monetary System

Signor Cossiga said that Signor Pandolfi had just returned

from the meeting of the IMF in Belgrade where he had been elected
Chairman of the Interim Committee. It might be useful if he were
to say something about the EMS and then about the international

monetary situation in general. The Prime Minister congratulated

Signor Pandolfi on his appointment.

Signor Pandolfi said that the Italian Government had been
unhappy about the fact that when the EMS had recently decided
to adjust its central rates, Britain had not been represented.

He had spoken very frankly to the Germans about the need to
obhserve Article III(2) of the 1978 Brussels declaration. It was
wrong that meetings on such sensitive subjects should be held

at such short notice and in the absence of a major member
Government. The Italian Government would insist on improvements

in the consultative procedure.

As regards the central rate adjustment, Signor Pandolfi
said that they had opted for a modest change but the interest
rate situation was still under stress. It was essential for the
members of the EMS to achieve a common policy. The weakness of
the Dollar meant that there would have to be day to day consultation
on the rate. Otherwise the EMS would be unable to maintain a

common position on rates vis-a-vis the Dollar. The modest re-

alignment agreed in Brussels would suffice for a short period
only and constant surveillance of the evolution of the market
would be required.

Signor Pandolfi said that the United Kingdom should in due
time join the system. Without the UK, the system was incomplete.
The Prime Minister said that the British Government would like
to join the EMS but that the present fluctuation in the wvalue of
sterling was a problem. The value of sterling was being determined

by our oil reserves rather than by our economic performance.

It was the British Government's objective to join the EMS when
conditions were sufficiently stable. The adjustment of the central
rates had gone well but the Prime Minister did not expect it to last

CONFIDENTIAL
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very long. It was not easy to maintain an island of stability

in an unstable world. So long as the general economic situation
was unstable, that instability was likely to be reflected in

currency fluctuations.

In reply to a question by the Prime Minister, Signor Pandolfi

said that the discussions in Belgrade had concentrated on one
medium and long term problem - the need to find a new reserve
regime - and one short term problem - the Dollar. On the first
issue, the consensus had been that neither a one currency system
nor a multi currency system was desirable. They had decided
therefore to study what seemed likely to be a better mechanism
viz the substitution account. But it would not be easy to design

a system that was attractive from the point of view of wvalue
maintainance and burden sharing. As regards the shorter term
problem, no solutions had been found. The Germans were unwilling
to produce additional liquidity or to accept Carter Bonds, Closer
co-operation between the central banks would be required and the
agreement of 1 November 1978 would have to be renewed on a firm

basis.

Theatre Nuclear Forces

Signor Cossiga sald that his Government was extremely anxious

to avoid a prolonged hiatus between the forthcoming meeting of the
Nuclear Planning Group, at which the question of Theatre Nuclear
Forces modernisation would be discussed, and the subsequent
Ministerial meetings of the Defence Planning Committee and the
North Atlantic Council. He was anxious about the possibility that
there would be Parliamentary and extra-Parliamentary pressure
against the formal approval by Ministers of the recommendations

of the Nuclear Planning Group. The Italian Government was not
changing its poliey but he knew that his concern about the gap
between the two meetings was shared by other Governments, notably
by the Germans and the Dutch. Signor Cossiga asked whether it
would be possible either for the formal decision to be taken by the
Permanent Representatives of all member Governments immediately
after the NPG meeting or for the NPG

meeting to be moved closer to the Ministerial meetings in December.
It was important that the first decision should be definitive. The

\A'TINCH A /sooner
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sooner that decision could be taken the better.

The Foreign and Commonwealth Secretary, having noted the

importance of the forthcoming decision, said that there might

be difficulties in either course. At the last meeting of the
NAC it had been clear that a number of countries would insist

on the TNF decision being a political one taken by all the
Ministers at their December meeting. It would be difficult

to get it through any earlier. Postponing the NPG to nearer

the meeting would certainly reduce the gap but might be difficult
to arrange. Perhaps the Italians should discuss the problem
with the German and Dutch Governments at the meetings due to

take place in the following week. The Prime Minister said that

the British Government would be prepared to go along with any
procedure that was acceptable to the other members of the Alliance
and that enabled the decision to be taken with despatch. Signor

Cossiga, agreeing, noted that Mr. Brezhnev had already begun to

make propaganda on the subject and to claim that by seeking to
modernise their Theatre Nuclear Forces, the members of the Alliance
were playing with fire. The Prime Minister said that members of

NATO must be prepared to counter-attack vigorously where propaganda
was concerned. The Soviet Government already had Theatre Nuclear
Forces. The Alliance needed them to counter-balance the Soviet
capability. She saw no difficulty in conducting this argument.

Commercial Credit

In discussion over lunch, Signor Cossiga and the Prime Minister
agreed that there would be advantage in trying to agree a common
line on the question of the interest rates offered to the Soviet
and Chinese Governments in credit agreements. This was relevant
both in that the subject would certainly come up during Premier Hua's
forthcoming visit and in that both Governments, like the French
Government, had credit agreements with the Soviet Government coming
up for renewal near the end of the year. It was agreed that the
matter should be pursued by officials.

The plenary session ended at 1320 hours. /K;Zm*
SHEE
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OFFICIAL VISIT OF THE PRIME MINISTER AND YOURSELF TO ROME
4/5 GCTOBER.

1. | THINK THIS VISIT AMPLY SERVIED ITS PURPOSE ALTHOUGH BOTH
THE PRIME MINISTER AND YOU HAD TO LISTEN TO A GREAT DEAL OF
ITALIAN TALK., SIGNOR COSSIGA TOOK A LOT OF TROUBLE TO MARK THIS
AS A VERY SPECIAL VISIT AND INCLUDED IN THE PROGRAMME A NUMBER
OF HIS MINISTERIAL CCLLEAGUES, TWO OF wHOM, FOREIGN MINISTER
MALFATTI, AND TREASURY MINISTER PANDOLFI, PARTICIPATED IN THE
OFFICIAL TALKS. PANDOLFI AGAIN SHOWED HIS INTERNATIONAL QUALITY,

o, THE ACID TEST OF THE VISIT FOR US WILL BE WHETHER IT HELPS
US IN OUR COMMUNITY BUDGET PROBLEM, AND TH1S CANNOT BE ASSESSED
UNTIL WE SEE WHAT COMES OUT OF DUBLIN NEXT MONTH. BUT THE ITALIAN
AGREEMENT TODAY TO SUPPORT HM GOVERNMENT’S FIRM DEMANDS FOR
ADEQUATE ACTION ON THE BUDGET PROBLEM AT THE DUBLIM COUNCIL SEEMS
WORTH HAVING, AND OUR AGREEMENT TO SUPPORT THE ITALIANS AS
FAR AS POSSIBLE, IN SEEKING FROM THE DUBLIN COUNCIL ACTION TO
MEET THEIR REQUIREMENTS, NOTABLY A PERCENTAGE BY WHICH THE SHARE
OF THE COMMUNITY BUDGET SPENT ON THE CAP SHOULD BE REDUCED OVER
TIME, CAN SERVE OQUR OWN ENDS T0O, OF CCURSE WE SHALL HAVE TO
LOOK WITH A BEADY EYE AT THE FINE PRINT OF THEIR PROPOSALS.
THE PRIME MINISTER MADE IT ABUNDANTLY CLEAR THAT FAILURE ON
MTHE COMMUNITY’S PART TO GIVE SATISFACTION ON THE BUDGET AT
DUBLIN WOULD CREATE A PCLITICAL PROBLEM OF MAJOR PROPORTIONS

OR Qufl PARIHERS & a AS OUR ES Al {8




FOR OUR PARTHERS AS WELL AS OURSELVES. NO ITALIAN MINISTER OR
SENIOR OFFICIAL WHO HEARD THIS WARNING CAN BE LEFT IN ANY DOUBT
ABOUT OUR POSITION, AND THIS WILL HAVE BEEN TIMELY BEFORE

COSSIGA MEETS THE FRENCH, GERMANS AND DUTCH. (9]

7. | WILL NOT ATTEMPT TO ANTICIPATE THE OFFICIAL RECORDS OF THE
DISCUSSION ON EVERY POINT. BUT ON ITALIAN INTENTIONS FOR THE
MODERNISATION OF THE THEATRE NUCLEAR FORCES, SIGNOR COSSIGA GAVE
THE PRIME MINISTER THE FIRM IMPRESSION THAT HIS GOVERNMENT HAVE
ALREADY RESOLVED TO SHOULDER THEIR RESPONSIBILITIES IN THIS FIELD,
WHILD AT THE SAME TIME HOPING STRONGLY THAT OTHER MEMBERS OF THE
ALLJ ANCE WILL RESPOND IN THE SAME WAY, ‘AND THAT IF POSSIELE,

SOME PROCEDURAL DEVICE BE FOUND FOR ALL THE COUNTRIES OF THE
ALLIANCE TO TAKE A POSITIVE DECISION SIMULTANEQUSLY AND AS CLOSE
AS POSSIBLE TO THE NUCLEAR PLANNING GROUP MEETING NEXT MONTH.

| WAS IMPRESSED BY THEIR ROBUST ATTITUDE (AND BY THAT OF RUFFINI,
THE DEFENCE MINISTER, WHEN | CALLED ON HIM EARLIER THIS WEEK).

4., 1T WAS HELPFUL THAT WE WERE ABLE TO AGREE TO THE

PP INSTITUTIONALISATION?? OF ANGLO/ITALIAN MINISTERIAL TALKS

AT THE LEVEL OF HEADS OF GOVERNMENT AND FOREIGN MINISTER, ON A
REGUL AR BASIS SUCH AS BOTH COUNTRIES ALREADY PRACTICE WITH FRANCE
AND GERMANY, THERE 1S A DANGER OF A MISUNDERSTANDING ABOUT THE
FREQUENCY OF SUCH MEETINGS WHICH | HOPE WE CAN CLEAR UP RIGHT
AWAY. | GATHER THAT THE ITALIANS ARE ALREADY SAYING THAT WE
SHOULD HAVE 2 MEETINGS A YEAR, SUCH AS THEY HAVE WITH THE FRENCH
AND GERMANS, WHEREAS THE PRESS ARE QUOTING OUR SPOKESMAN AS
SAYING THAT THESE TALKS WILL BE ONCE A YEAR ONLY. SIGNOR COSSIGA
CERTAINLY PROPOSED 2 MEETINGS A YEAR (I1.E., EVERY 6 MONTHS, IN
ROME AND LONDOM ALTERNATIVELY, THE NEXT VISIT TO TAKE PLACE IN
LONDON). HE MUST BE UNDER THE IMPRESSION THAT THIS WAS WHAT WE
ACCEPTED, |IN PRACTICE THE TIMETABLE MAY NOT PROVE RIGID NOR
ONEROUS, AND | HOPE WE NEED NOT MAKE AN ISSUE OF IT.

THE NEXT MEETING DURING THE FIRST SIX MONTHS OF NEXT YEAR, IN THE
ITALIAN PRESIDENCY, COULD BE OF ADVANTAGE TO US.

5. OME OTHER TOPIC ON WHICH THERE APPEARED TO BE SOME FRUITFUL
DISCUSSION WAS THE SHARED WISH REACHED OVER LUNCH TO TRY TO
ORGANISE SOME COORDINMATION BETWEEN THE FRENCH, GERMANS, (TALIANS
AND OURSELVES IN ADVANCE OF THE FORTHCOMING VISIT OF THE CHINESE
PRIME MINISTER IN ORDER TO MAKE SURE THAT WE FOLLOW THE SAME
GENERAL LINES. THE PRIME MINISTER SUGGESTED THAT ONE FIELD WORTH
EXPLORING WAS THAT OF COMMERCIAL CREDITS TO THE CHINESE AND IF
THERE 15 TIME, THIS WOULD SEEM WORTH CONSIDERING CAREFULLY.
THE POSSIBILITY OF TAKING THIS A STEP FURTHER IN THE MARGINS O




HIS A STEP FURTHER IN THE MARGINS OF
UNOEFICIAL MEETING IN IRELAND

IR R ™S e R |

THE POSSIBILITY OF TAKING T
THE COMMUNITY FOREIGN MINISTERS®

LATER TH1S MONTH WAS RAISED,

6. PLEASE PASS ADVANCE COPIES TOe

PRIVATE OFFICE, NO1@( ALEXANDER AND JAMES)
BUTLER (DUS/FCO) AND BULLARD

FRANKLIN (CABINET OFFICE),
(Dus/FCO)
FADVANCED AS REQUESy:c:
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COMMUNITY DUDGET

What the i1talians Want

Rugpiero hie given me an account of wh t the Italians will

ing for at the European Qouncil. f#inal details are still under

study but italiap Ministers h ve approved the broad outline,

The Italirns propose to discuss their i eas furth r with the French
the Germans before circulating a paper

hey have alreaily had a first round

eir proposals will fall into two parts, the firet dealing
Wwith the balancda of the Community Budget as a whole and the

'ond with the balance within the CAl

Community “udget h//

i1

'hey want the Buropean Council to lay down guide lines for

hifting the balance away from the CAP and towards regional,
1l volcies they would like it
wn that the percentage ol the budget spent on the
decline by 1982, to, nay, %% per cent (though they recopnie
his figure iz over ambitious) and that the percentage spent
other four nolicies should inecrease to, say, 25 per cent,
not want thdmselves to specify the percentages but ar
to get the Commizsion to do
ey would be ready to accept that this sHft in the balance
be achieved without exceeding the 1 per cent VAT cdiling
ierstand that we will support the Germand and the French on
oint. t their position will be that th hift should be

ichieved dny way, if nececsary going beyond the 1 per cent.




m

ey have explained these ideas to the Germans and have had
= X FWM:_.E
cfavourable reaction from the Chance lor's 0ffice, the ~sfewes

nd Lamsdorff.

Italian 1 8 are less worked out. *hey want a general
mitment {®mot spelt out in percent-ges that the balance of
nenditure will be shifted awny from the wasteful surplus
orthern products and towards their own agriculture, They have
four ideas (the first three of vwhich are not new):
Mo id to the better
roduction inside the Community.
Mor elp to improve the ~tructure of their outhern
agriculture.
ssurance Ll when trade concessi ons are made on
Mediterranean prodauct -hey will not hove to bear the

f1111 econom dé¢ brunt and will therefore be comnensated

improve their own produclion, €.g of beef,

er to reduce importe,
nize that it wi’l be very di icult to get

mecific opelt out undd { heading at Tablin.
pretty negative, attach great importance

, arguing th thelir mnity ‘uupget ains
our interects @as well 2& theirs and that the

mount of méney which they will hope T° g t on their CAF
in relation to whzat we hope to et from

mechanism. Inn their view it woula be a fair
unnort them in reiurn for their support of

upieate Line to T=kKe

. e o R




look at the itali=n i

alnly share the Italian aim of

relation Lo what ie s it on other polic

however want to ensure that the

rises because

ting mechanism

that we see oome attraction in the Buropean

i

in t hare o

t of cource contemplnte to Community

ure unless we have a satisfactory Budget soclution.

could we contemp Ny hich would result

e ucts

ltalians

congider the

h't._' Ol
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Defence | THE
BRIEF RECORD OF MAIN POINTS DISCUSSED AT THE TETE-A-TETE BETWEEN

THE PRIME MINISTER AND SIGNOR COSSIGA AT 1900 ON 4 OCTOBER AT THE
PALAZZO CHIGI.

Signor Cossiga said he was most grateful for this opportunity
of a meeting with the Prime Minister, the first he had had with the
Head of a foreign government. He spoke of the traditional friendly

relations between Britain and Italy and of his own personal interest
in British constitutional history.

Signor Cossiga said he would shortly meet Chancellor Schmidt
and the Dutch Prime Minister, Mr van Agt, and then President Giscard
in preparation for the Dublin Summit and to discuss TNF.

Italy had been shocked by the death of Lord Mountbatten. BEoth
countries had a common obligation to fight terrorism. He was grateful
for British collaboration in this field.

Bignor Cossiga hoped that Anglo-Italian meetings could now be
placed on an institutional basis. There were meetings between
himself, the German and French leaders twice a year, and he hoped
the same pattern could be established between Britain and Italy.

The Prime Minister thought that we should examine this idea.

Such meetings should not be too long. Her present visit to Rome was
the right length, ie inside 24 hours. We too had regular meetings
with the Germans and French, and the more preparation that took place
before European Council Meetings the better. Italy had a very
important defence burden. Italy would also be the host at the
forthecoming Economic Summit in Venice.

Signor Cossiga congratulated the Prime Minister on the British

initiative on Rhodesia. In this problem, as in the very delicate
question of South African relations with the rest of the world,
Britain had a key role.

/The Prime Minister
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The Prime Minister referred to the constitutional proposals
which the parties at the Conference had until Monday to examine. It

was vital to maintain momentum in these negotiations.

The Prime Minister went on to express sympathy for the recent
earthquake disaster in central Italy. ©5he also thanked Signor Cossiga
for his efforts to resolve the Schild case, which could not be in more
expert hands. Anything Italy and Britain could do together to combat
terrorism had her whole-hearted support. This was a field in which
she would also agree to extra expenditure.

Signor Cossiga said that as a Sardinian he felt particular
concern for the Schild case. He handed the Prime Minister a document
which he had prepared on this matter. He also referred to collaboration
which had taken place with the British Metropolitan Police and MI15
and M16. In this connection the Italian Government would do both what
was possible and "what was impossible". They would arrange matters
so that the Schild family could take any necessary initiative.

The Prime Minister then referred to the two most important

problems relating to her visit, namely Community questions and
Theatre Nuclear Forces. On the Community, there was no question of
the British Government being anti-European, but there was this
particular injustice concerning the Budget which had to be resolved
soon. No doubt Italians had felt similarly about their problems
relating to the CAF.

Signor Cossiga said that on the Community Italy was not in an

easy situation. He was not an economic expert and was in the hands
of his Economic Ministers. But before dealing with the Community

he wished the Prime Minister to know what he was trying to achieve
with respect to the Italian economy. [There then followed a lengthy
explanation by Signor Cossiga of his economic strategy on lines
which the Embassy has already reported.] In the course of this
discussion and in reply to the Prime Minister's questions, Signor
Cossiga said that as a former Minister for the Civil Service he
personally enjoyed good relations with the trade unions and hoped
that they would in the end do no more than make noises.

/Signor Cossiga
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Signor Cossiga said that Italy's experience in the EMS had
been relatively painless so far, and had in effect helped the
Italian Government in their attempts to convince Italian political
forces of the need to struggle against inflation. He perfectly
understood that the fact that Britain was not a member of EMS was
not in conflict with her membership of the Community as a whole.

Signor Cossiga then explained his Government's position on the
Budget/convergence. Italy was in complete agreement with the
rest of the Community on this subject. Anglc-Italian collaboration
had resulted in the agreement achieved at the European Council at
Strasbourg. BPBut he had teld President Jenkins that the Commission
reference paper was not in complete accordance with the directives
of the Strasbourg EBuropean Couvncil. The problem was not exclusively
one ot the Budget, but was also one of the poorer regions which
were to be found in Britain, Italy and Ireland. In addition to
the resolution of the budgetary problem there had to be parallel
measures, and the Commission had to reflect this in the reference
document as a basis for the forthcoming Dublin Summit. He hoped
that the Prime Minister would understand the Italian position and
referred to the fact that his Government had been created in
exceptionally difficult circumstances.

The Prime Minister hoped that a resolution of the budgetary
problem would not have to wait. Eritain was the third poorest
country in the Community and the biggest single net contributor.

This was a unique situation, with the exception of the Italian

net budgetary deficit in 1978. The problem created sharp political
resentment in Britain since it was neither reasonable nor jJjust.
Britain did not ask for benefit from the Community but should not

be asked to pay heavily to it, particularly at a time when the

British Government had had to introduce significant measures of
economy. There was an immediate need for a solution and unless this
could be obtained at Dublin the attitude of the British public could
be very resentful. The Prime Minister added that she was very anxious
to be constructive and quite accepted that those like Eritain which

were among the poorer countries [ie Italy and Ireland] should not
be asked to pay more for a solution to the budgetary problem.

/B8ignor Cossiga
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Signor Cossiga said that although the short-term objectives

of the two countries might be different their objectives were
surely the same. Britain faced in the short-term an imblance in
the budget while Italy suffered a hidden transfer of resources
through the trade effects of the CAP. The Prime Minister made it
clear that Eritain also suffered from the requirement to buy dear

Community products.

Signor Cossiga said that Britain and Italy should agree that

the budget should be formed in order to increase expenditure on
structural and regional support. He then spoke of the political
price which Italy had to pay for concessions to Mediterranean
countries. ( NB: although in reply to Mrs Thatcher's question, he
gaid that he was referring to the enlargement question, it seems
likely that this was a reference to the Italian wish to be
compensated for tariff concessions to third country Mediterranean

suppliers, eg Cyprus).

He repeated that Italy and Britain should have the same
objective viz to restructure the Budget so that there was more
expenditure on regional and social funds; on structure; and on new
research, energy and industrial policies, etc.

Signor Cossiga said that the Italians had a draft proposal
for an addition to the Commission reference paper and he thought
that Minister Malfatti would discuss this with Lord Carrington this

evening.

The Prime Minister said that these were matters that had to

be discussed at the Flenary meeting. The net payment of £1,000 m.

a year to the Community Pudget caused considerable political resentment

in Britain and the matter had to be resolved in Dublin. Otherwise

there could be no advance in Community policies. ©She did not wish

to cause trouble in the Community or to dominate the Community

with this issue. PBut it had to be got out of the way. This was

a matter of equity. Once justice had been established we could

make a more creative contribution to many questions for example

to the reform of the CAP. The Agriculture Ministers only made little
/adjustments




adjustments to the CAF and never got to grips with the basic

problem. Signor Cossiga agreed and said that although his

Agriculture Minister was a personal friend he was one of his most
difficult colleagues!

The conversation then turned to TNF. Signor Cossiga said that
he was glad that SALT II had been successful and hoped the US Congress
would ratify it soon. The Madrid Conference in 1980 was very

important and there should be close co-operation between the European
partners to prepare for this. In an international situation the

only serious basis for detente was the re-establishment of a balance
of forces between East and West. In a situation where the Soviet
Union had conventional and strategic superiority, the TNF problem

was vital. Italy was determined to take a positive decision. He

had been shocked to read of the cynical way in which Gromyko had
spoken to Minister Malfatti recently about the Soviet missiles

(8520) and Backfire bomber as if they were children's toys. These
weapons were a threat to the whole of Eurcpe as well as North Africa.

Signor Cossiga repeated that Italy would take a positive decision
on TNF in the forthcoming alliance meetings. But it was highly
desirable to have the approval of all the countries of the Alliance.
Denmark and Norway though not nuclear countries should give their
approval while all the existing nuclear countries should accept the
modernisation of nuclear weapons. In this context his forthcoming
meeting with the Dutch Prime Minister, Mr van Agt was important.

He intended to exert maximum pressure on him and the Dutch Foreign
Minister, who would also be present. He was also trying to help
Chancellor Schmidt by persuading German Christian Democrat contacts,
eg Ir Eckt, Herr Strauss and EKohl, that they should not make party
difficulties for the German Government. OSignor Cossiga hoped that
the British Government would also bring pressure on the Dutch.
He, Cossiga, had an internal problem with the Italian Seccialists and
Chancellor Schmidt and the Dutch Government could, by a positive
decision, also help him. This morning, & October, he had a special
meeting in preparation for Mrs Thatcher's visit with his Foreign,
Defence, and Interior Ministers as well as co-opted Ministers from
/the




the Liberal and Social Democrat Parties in the Coalition. They
completely agreed with his positive decision on TNF. When the time
came to make an announcement this would be by a routine statement
by the Defence Minister. Cossiga would not make a lot of speeches.

Nevertheless, he regretted that there would at present be
a gap between the decision of the Nuclear Planning Group and the
subsequent decisions in the Defence Planning Committee and the
NATO Council. In that period the Soviet Union could bring damaging
pressure to bear on Italy as well as on Germany and Holland. He,
Cossiga, would not change his position but hoped something could be
done to associate the countries of the Alliance which were not
members of the Nuclear Flanning Group with the latter's positive
decision so that a definitive decision could be taken at the NPG.
Finally, he intended to consult (he later said "inform") the PCI and
try to make them accept that this was an opportunity of proving
that they were independent of the Scviet Union.

The Prime Minister thanked Signor Cossiga for his resolute

attitude.

As the Prime Minister was leaving Signor Cossiga made the

expected request for British support for the candidature for
Zichichi for the direction of CERN. He would slso be approaching
the Germane since there was a rival German candidate. He handed
a document on this to the Prime Minister.

The Prime Minister said that she believed there was a study

group which was producing a report and that we would be examining
this.
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YOUR TELEGRAM NO 1993 THE SCHILD CASE

le MIMISTER OF THE INTERIOZ n0gM~ ME LA MT AND WENT
WVER THE CASE N DETAIL WITH =2 RONAS, | '
VACERA, VICE-~CHIEF, THE FOR“ER BI|NG \RD.

“SKED THAT THE SEARCH BE INTENMSIFIED AND SUSGESTED THAT
HISTICATED EQUIPMENT “1GHT BE NEEDED,

THE ITALIANS $A1D THAT LARGE-SCALE BEATING OF THE BUSHES
JOPS wOULD NOT ﬂﬁ:ETTﬂme:fHP%vHﬂNHF
SCUADS SEARCHING SPECIFIC AREAS, NOTKABLY THAT ~HERE

'FUE FAMILY WERE KEPT. THMEY WOULD CONTINUE INVESTIGATONS
ERE SHOJING SOvE Pﬂ"'-'ﬁ 4 IDENTISYING MEMRERS OF THE
APPING GANG. BU BEST PROGRESS WOULD BE FOR u,uira
CONTINUE TO NEGOTIATS HEY THOUCHT HIS LAWYER WAS HONEST
D AN FOR THE JOBs THEY WOULD PLACE NO OBSTACLES I
EITHER THROUCH POLICE INTERFERENCE OR THROUGH PREVENTING
P FRCM BRINGINS MOMEY iR ALY THEY DID HOWEVYER wAMNT HiM
. THE NUMBSERS OF THE BANZ NOTES.
EQUEST THEY WOULD, IN OZDER TO AVO1D
AEPOLHT A S KE-HI“TuLfT[L COCRDINATOR
ANOTHER FOR THE CAABINIERY, WITH DVERALL
F THE PREFECT OF SASSAR

AT MY REQUEST THE MINISTER THEN GAVE INSTRUSTIONS THAT 3
IVEN THE RAMES OF THE TWO COOR

'E THAT HIS EFFORTS JOULD MOT BE INTERSE

NTal| " e e
ULD BE G TORS

ey |

DINA
ED WITH ANY MORE,
UNFIRMATION THAT HIS LAWYER WAS TRUSTWOITHY.

ITALIANS ALSO SAID. THAT THE LESS ONS OF THE
SHOULD BE STURIED TO ENSURE THAT ““TH SCHILD Wi
(STHILD IS IN TOUCH wiTH Cin ;
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WE AGREED THAT T WQULD BE PRUDENT TO TRY TO PREVENT THE BANDITS
LEARHIING THAT THIS EMBASSY WaAS INVOLVED IN THE CASE, FCR FEAR
THAT IT WOULD CAUSE THE™ TO ESCALATE THEIR RANSOM DEMANDS,

5. IT I3 CLEAR THAT THE ITALIANS WILL NOW INTENSIFY THEIR
INTELLIGENCE EFFCRT TO IDERTIFY THE GANG, THAT THEY DO NOT REALLY
EXPECT TO FIND THE HOSTAGES EXCEPT 3Y A STROYE OF LUCK, AND THAY
THEY WiLL PLAN TO ACT AGAINST THE GANG IMMEDIATELY AFTER THE
MOSTAGES MAVE REEN RELEASED. THEY SEEM TO HE ¥AKRING A GENUINE
EFFORT TV SORT THEMSELVES OUT AND PREVENT MORE *UDDLE,

SCHILD HAS LEFT ROME FOR MILAN AMD WE ARE NOT IN TOUCH
H Hi* AT PRESENT.

Y00HONT WILL DOUBTLESS REPOIT ACCORDIMCLY TO SIGNOR COSSIGA
i PREPARATION FOR HIS FEETING WITH THE PRINE MINISTER, WHEN HE
JLL. HAMD OVER TO HER A COMPREMENSION REPORT, -
FCO PLEASE ADVANCE COPIES TO PRIVATE SECIZTARY AND TO MR

2 (NO 18) BEFCRE THE PRIME MINISTER?S PARTY LEAYVES FOR

0ME TUDAY.

[COPIES SENT TO KRO.10 DOWKHIKG ST)
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COVERING CONFIDENTIAL

Foreign and Commonwealth Office
London SWIA 2AH

3 October 1979

Prime Minister's Visit to
Rome

I attach a Personality Note on the
President of Italy, Signor Pertini, on
whom the Prime Minister is calling at
10.00 am on 5 October.

Yowsd &t

)
Nowk

Paul Lever
Private Secretary

M O'D B Alexander Esq
10 Downing Street
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a4 PERTINI, Onorevole Alessandro

President of the Republic (Socialist).

Born Stella (Savona) 1896, OGraduated in law and social sciences,

A Socialist from youth, he was condemmed for anti-Fascist activities in
1925 and took refuge with Turati in France in the following year. He returned
clandestinely to Italy but was arrested at Pisa in 1929. Remained in prison
until August 1943 when he was liberated. Captured by the Germans, he escaped
from the Regina Coeli prison in Rome and joined the Resistance in which he
played a very prominent part, particularly in Genoca. Subsequently, received
the highest award for bravery, the Gold Medal of the Resistance. Also holds
the United States Silver Staff and the Croix de Guerre.

Deputy for Genoa in all seven post-war legislatures and a leading figure
in the Italian Socialist Party. He has held various positions in the party,
but has always been something of a lone figure. He opposed an electoral
alliance with the Communists in the late 1940s, but also opposed the
Soclalists' entry into government with the Christian Democrats in the 1960s.
A member of the Central Committee but not of the Directorate of the party.
Elected President (Speaker) of the Chamber of Deputies in June 1968, a post
which he filled with distinction until June 1976.

He was elected President of the Republic on 8 July 1978 with (in the end)
the support of all parties of the five-party majority, though the Christian
Democrate had initially refused to support him or any other Socialist., He is
the first Soclalist ever to be elected President,

Pertini is a pleasant, obstinate, somewhat old-fashioned figure, He 1s a
man of simple habits. Wears a cloth cap and smokes a pipe. His first action
at the Quirinale was to reduce ceremonial and protocol.

Speaks French with some reluctance, but no English, Friendly to Britain.
Despite his age he appears to be in robust healcth. Married a girl partisan
during the Resistance period: she is a qualified psychologist and takes mo
part in public life.
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London S.W.1

Dt Mihadd,

Prime Minister's Visit to Italy: Animals at Fiumicino Airport

Section F of the FCO brief PMVW(79)5 deals with this,
The Italian health authorities have now put out a strongly
worded press statement (Rome telegram No 428 enclosed)
and the Embassy expect that they will have provided a
tough brief for Signor Cossiga. None of this alters our
advice that it might be useful for officials of the two sides
to meet in order inter alia to learn more about each others'
regulations.

Yows &

N

(P Lever)
Private Secretary

M O D'B Alexander Esqg
10 Downing Street
LONDON
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TELEGRAM NUMBER 423 OF 1 OCTOBER

M. 1.P.T.1 ZEBRAS AND ANTELOPES AT FIUMICINO,
FOLLOWING FOR BURTON (MeAsE.D.)

1s FOLLWING 1S TRANSLATION OF PRESS RELEASE MENTIONED IN PARA
5 OF MIPT.

EGINS

fITH REGARD TC A NUMBER OF REPORTS APPEARING IN THE BRITISH

AD ITALIAN PRESS CCUCERNING THE SOUTH AFRICAYM CARGO OF EXOTIC
ANIMALS FOR EXPORT TO ITALY, THE MINISTRY OF HEALTH WISH TO MAKE
THE FOLLOWING AMNMOUNCEMENTS

THE CARGC LEFT SCUTH AFRICA WITHOUT ANY PERMIT FROM THE
STATE VETERINARY AUTHORITIES AND *7AT THE EXPORTER’S
MPLETERISK??,

LW |
L]

HE CARGO LACKED A CERTIFICATICH OF OR1GIN REQUIRED BY

ATICNAL LEGISLATION AND COULD MOT THEREFORE BE RECEIVED
COUNTRY SUBSCRIBING TO THAT LEGISLATION,

HE AR F CRIGIN 1S REGARDED AS
ENTLY ANY ANIMAL ARRIVING FRO
AN ACCURATE INSPECTION IM ORDER TO E

ALL THE MECESSARY EXPORT REQUIREMENTS.

ySEGU
Creery T
wiT

ITATION FURN|SHED BY THE AIR~LINE RESPOMNSIBLE
URNED CUT TO BE THAT OF A PRIVATE YETERINARY

ITALY TRE ANIMALS, ZEDRAS AND
MDITION BOTH BECAUSE OF THE
NARROW CAGES, INADEQUATE FOOD
SAMITARY CONDITIONS

Al NDED IN
ANTELOPES)

/ALERTED BY




ALERTED BY THESE EVENTS, THE ITALIAN SANITARY AUTHORITIES AS

FOCR PERMISSION TO CARRY OUT- AN ACCURATE INSPECTION OF THE
ANIMALS, ON CONCLUSION COF WHICH, ON THE BASIS OF iMTERHhT!anL
HEALTH LAWS, TOC WHICH ITALY SUBSCRIZES, ‘THEY REFUSED PERMISSION
FUR THE ANIMALS TO BE UNLOADED I u~“rR TU FROTECT ITALIAYN

AND EURCPEAN LIVE-STOCK, THE DIS S OF WHICH THE ZEBRAS AND
ANTELOPES FRO™ SOUTH AFRICA *)GHT BE C2 ””lEﬁ“ WOULD REPRESENT

A VERY SERIOUS RISK FOR THE AMIMALS OF THE COUNTRY AMD CF THE

WHOLE- CCHNTINENT .

Il THE CIRCUMSTANCES IT IS SURPRISING THAT THE PRESS OF A COUNTRY

HH AS Eand
24 4 - 4w 0

MATTERS, SHOULD ACCUSE *"ITALIAN BUREAUCRACY'’ OF RESPONSIGILITIES

)

AND, WHICH IS MOTORJCUSLY VERY SEVERE IN SUCH

FOR WHICH IT CARRIES NO BLAME, INSTEAD OF ACKNGULEDGING THAT

IT HAD PERFORMED A RIGHTFUL ACT OF SEVERITY TCWARDS SPECULATORS
WHO, IN CONTEMPT OF EVERY ELEMENTARY RULE OF PRUDENCE AND LAY
EXPLOIT THE HUMANITY OF SENSITIVE PEOPLE FOR A SQUALID COMMERGIAL

TRANSACTIOY,

KER (WED/FCO),

PILES
IMAED

WED
FS/LPS
MISS BROWN
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Ref. AD350

PRIME MINISTER

Visit to Bome

I should like to comment on two aspects of the briefing:-

(a) The trickiest part of your meeting will be to maintain the alliance you had

with the Italians in Strasbourg without imperilling our own timetable

gi;-e_n that the Italian requests are imprecise and likely to be almost as
unwelcome to our other Community partners as our own demands for a
budget refund. The Italian nuisance value can be very great: but if you
make too precise promises to Signor Cossiga it could be expensive for
us as well as for the rest of the Commmunity. You will want to probe

Signor Cossiga as to his precise objectives for the Dublin Surmnmit but it

will essentially be an exercise in showing sympathy and understanding.

We want cash in Dublin: the Italians will probably have to be content
with words. There is a political argument which I think you will need
to deploy with Signor Cossiga in the tete~a=tete. Although the present
Government's firm commitment to the Community has had some effect,
British public opinion still remains sceptical and in some quarters
hostile towards the EEC. This is not a sound basis for United Kingdom
participation in the Community, If our claim for fair play over the

budget is rebuffed by our partners even the pro-Marketeers will find it

hard to maintain their support and the old hostilities will be rekindled.

e

#_ - = .
The sooner this issue is settled the sooner can the Government set

about rebuilding public support. The Italians do not have this
fundamental difficulty: support for the Community is still overwhel-
mingly strong and although public enthusiasm may have waned in recent
months this is in part because the Italian Government has made much of
the imbalance in Community policies which, so far as Italy is concerned,
is now on the way to being corrected. Signor Cossiga should therefore
understand that a sclution to the budget problem is an overriding political
necessity for you if the Government's co-operative attitude is to be

sustained.
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(b) On the CAP the Italians have complex interests. One is undoubtedly to
support their southern agriculture and this has been the dominant
Italian concern when it has come to the crunch., But there are people,

notably in the Bank of Italy, who are worried about the import cost of the

CAP. Our calculations confirm that t.};non-budgetary resource costs
m-GﬁP for Italy are even higher than for the United Kingdom
because of the large quantities of beef, sugar and dairy products which
they import. The rapidly rising standard of living in Italy during the
'iﬁﬂa and early '70s led to a rapid expansion of demand which Italian
agriculture has not been able to meet. While their balance of payments
position has been good, this worry has diminished, but it should
certainly reappear as their balance of payments surplus disappears,
While they are criticising the high resource cost of the CAP we can
support the Italians 100 per cent. It is only when they want to secure
greater protection for Mediterranean products at the expense of third
countries or the Community budget that we have difficulties. In terms
of the Dublin meeting, therefore, you can offer your support for any
commitment designed to bring about a reduction in the resource cost of
the CAP. On Mediterranean agriculture, you could take the line that
our ability to be helpful depends on getting our own budget problem right.

2. Finally, I attach a note prepared by the Treasury which gives you figures

on how the Italian budgetary position has developed and why their large net
contribution in 1977-78 looks like being a temporary aberration,
= I am sending a copy of this minute to the Foreign and Commonwealth

Secretary.

A
by

JOHN HUNT

2nd October, 1979
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The evolution of Italy's net contribution to the Community Budget

The following table charts the recent and prospective evolution of
Italy's net contribution to the Community Budget.

Attribution of MCAs

1. "Exporter-pays"

2. "Importer-pays"

+ : net beneficiary
- : net contributor

Bources : Commission estimetes (for 1979 and 1980 : Commission
"reference paper")

2. Italy's substantial net contribution in 1978 shows up as an

aberration. The reasscns for it are not clear and the Italiasne
—

themeelves consider it to have been a fluke.

3, Italy's cmergence as the largest net beneficiary from the
Budget in the Commission's forecasts for 1980 can be explained by
R number of factors:

8 small reduction in their gross contribution due to
the switch from a GNP-based to a VAT-based '

contribution; 5
—————

the introduction of new EEC policies of bencfit to

Itely, especially those benefitting fruit and vegetable
FrOWers;

o Tuati e fhaagua

Lﬁi). a much-increased uptake of money voted in the Community
Budget, resulting from improved domestic administration.
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The Italians themselves do not expect to be net beneficiaries
from the Budget on the scale foreseen by the Commission. This
probably reflects continued doubts about their ability teo epend in
full their Budgetary entitlements.




5 I For the 1980 Budget, the Commission proposed commitment
appropriations of 1,700 MEUA for the European Regional Development

Fund (ERDF), an increase of 27% over the figure of 945 MEUA
eventually agreed for 1979. At the Budget Council on 11 September,
we, the Italians and the Irish supported the Commission's proposal,
whereas the French, Germans, Belgians and Danes supported 650 MEUA.
Luxembourg and the Ketherlands were in-between. DBecause of the
rules on majority voting, the view of Member States on 650 MEUA
would have prevailed if they had insisted. However, after
considerable discussion, in which the Financial Secretary played a
leading role, they were persuaded to move to a compromise figure

of 850 MEUA, which was then agreed.

£ An important factor affecting the stance of those favouring
a lower provision for the ERDF was the effect which an increase
would have on the "maximum rate", which sets a ceiling on
appropriations for "non-obligatory expenditure" like the ERDF.
Following the Budget Council agreement, the Parliament will be
able to increase commitment appropriations for non-obligatory
expenditure by a little over 255 MEUA, within the limit a2llowed by
the maximum rate. On past experience, it is likely to wish to
devote a considerable part of that to increasing the ERDF.

3. A marginal increase in the ERDF would lead to a reduction in
UK public expenditure. Although the UK would have to contribute
towards the cost of an increase in the EEC Budget at the VAT
marginal rate (17.4% for 1980), we would be entitled to receive
about 27% of any increase to the ERDF in the form of receipts. UK
receipts from the ERDF are retained by the Government and are used
to offset the costs of regional aid which would have been granted
anyway. The Department of Industry believes that it should be
possible to find sufficient eligible national projects to take

the UK share of a Fund as large as 1,200 MEUA.
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Foreign and Commonwealth Office

London SWIA 2AH

2 October 1979

fo
/AA%

PRIME MINISTER'S VISIT TO ROME

You wrote to me on 28 September about the programme
for the Prime Minister's visit to Rome. We have conveyed
the Prime Minister's wishes to HM Embassy at Rome, who have
replied that in their view it would be best for the Prime
Minister to meet the British press at 0915 on 5 October at
the Villa Wolkonsky (paragraphs 1 and 2 of Rome telegram
no 432, copy attached for ease of reference, refer).

The Embassy also advise that the Italian Prime Minister
has not reverted to the suggestion of a separate presenta-
tion on terrorism: and that since the question is already
on the agreed agenda (under the "Bilateral Issues" heading)
and the timing of the wisit is fairly tight, they propose
to discourage the idea.

Yours oy

(
Bt

(P Lever)

M O'D B Alexander Esq
10 Downing Street

CONFIDENTIAL




~3 0CT 1979




™ BcO (DESKBY A211302)

O
i A

COMFIDENTIAL
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ROME ma1ehnZ OCT
TO 1UMEDIATE FCO
YELEGRAM NMUMBER 432 OF 2 OCTOBER 1979

YOUR TELNO 19A3 PRIME MINISTER*S VIS3ITer MEETING THE BRITISH PRESS

1, AS ADVISED IN TELECOW ADAMS/VEREVER (WED) | AGREE THAT THE
FIRST OPTION |N PARAGRAPH 2 OFf YOUR Tun (E.G, MEETING THE BRITISH
PRESS BEFNE THE CALL OY PRESIDENT PEATIMNI OM B OCTORER) 1S
FREFERASLE, BUT AS ALSO EXPLAINED IN TELECOM UNDER REFERENCE

IT “OULD 2E DESIRAELE THAT THIS BE UROUSHT FORWARD TO 72,15 IM
NDER TO AVOID THE DANGER OF #£1:G LATE FOR THE CALL ON THE
PRESIDENT OF THE REPUBLIC AT 10 A,M. THE PRESS BRIEFING WNLD
TA'E PLACE AT THE VILLA WOL: ONSKY, LY

o, THE REASON WMY THE SECOND OPTion (A BRIEFING BETWEEN THE
PLE'ARY AND THE WORX ING LUNCH) WOULD NOT ZE PRACTICAVMLE

IS THAT BOTH THESE EVENTS WILL TAKE PLACE IN SIGNOR COSS1CA’S
FFICE BUILDING (PALAZZO CHICI). IF THERE 1S ANY NECD TO BRIEF
TIE PRESS ACAIN AFTER THE MORNING®S TALYS, THIS MICHT BEST
THEREFORE NE DONE BY HEMRY JAMES, THOUOH THERE WOULD ALSO BE A
FROBLEM AAOUT THE VENUE,

9, A3 ALSO EXPLAINED IN TELECUH UMDER REFERENCE, SIGNCR COS3IGA
HAS NOT REVERTED TO THE IDEA OF A SEPARATE PRESENTATION ON

TEAROR IS BUT AS THE AGENDA 15 ALAEADY VERY HEAYY AND THERE 13

AN OPPORTUNITY OF MEMTIOMNIMG .TCRACR ISM (1.8, SECURITY ASPECTS)
{MDER THE BILATERAL SUBJECTS, | V7ULD PRPOSE TO DISCOURAGE A

SEPARATE PRESENTATION IF THE ITALIANS RAISE THE DEA.

4, PLEASE SEND ADVANCE COPIES TO VEREXER (WED).,
JAMES (NO,10) AND HEAD OF MEWS DEPARTMENT (FCO),

ATCULYS
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PRIME MINISTER®S VISITe CURRENT DOMECTIC ITALIAN 'r'-’!E'=-’.'."'~.'“+"|T*F’t.:0\/‘(

1« THE PRIME MINISTER MAY FIND )T USEFUL TO HAVE THIS ACCOUNT
OF SOE SICNIR COSSICA’S MAJOR DOMESTIC ANXIETIES AT THIS TH

o, OME SUBJEGT THAT WILL BE oM HIS :IND IS TEWRDAUSU

EVOLAINED IN MY TELMNO 432 | DO 80T THIMK THAT TIVE W

A SPECIAL PRESENTATION OM TERROTISH OM THE LIMES

PARA 3 OF YOUR TELMD 183, SUT SIGNOR C-}’:-”-I"

CERTAINLY RAISE THE SUDJECT WITH THE PRIME MINISTER,

SECAUSE OF HIS SPECIAL INTEREST AS A FOR! :1 "HMISTER OF THE

[NTERT 2 AYD TECAUSE TH “rg HAS “zgu \ RESURSENCE OF VIOLENCE

IN ITALY OVER THE PAST TEN DAYS.

(A FIAT EXECUTIVE WAS ' JLLED BY TERRO2UST3 M

SEPTEMAER, AND THIS WAS FOLLOYED 0% 25 SE>TEMBEZ BY 4 PARTICLL
e st 2l <

HASTY __'.ﬁ‘-'l ILLINS :._. JUDSE IN PALERMD T AN ATTEMOT OY THE

LIFE F A UNIYERSITY PROFESSOR 1N PADUA WHO HAD PUSLICLY Suymrpo

INVESTIGATIONS INTO THE TERROTUIST ACTIVITIES OF 419 COLLEAGUES),

TIESE EVENTS ARE NOT ALL MECESSARILY ¢ E )

IAVE CAEATED THE I¥PRESSION OF THE 2PENIN

0F TERRORISH WHICH 1S WORRYING FO1 SIGN'R

SINCE ME MAS “ADE THE FIGMT AGAINST TEaR”MIS!

PLAN"S OF MIS GO JEANMENT'S 2ROGRAVE,

3, ANCTHER OF COSSIGA’S PRINCIPAL PRE-QCCUPAT
IS BTUND TO BE THE ECONC/IC SITUATION THE 1987
ECTNOMIC AMD FINANCIAL FORETASTS, WM(OH

-
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Prime Minister's visit to Rome = TNF Modermisation

Thank you for your note dated 28 September. On the numbers of GLCMs, the original
US proposals were circulated to the High Level Group in July by Dr Aaron. These
showed 144 for the UK and 112 for West Germany. The revised US paper now shows
160 for the UK and 96 for West Germany, so the fact that an adjustment has been

made will already be clear to the Italians through'their membership of the High

Level Group.

2. On the question of the confidentiality of the present position of the UK

Ministers, I think that the FCO have relied too much on the implied status of our
decision set out in paragraph 12 of the brief. They have now agreed that the
position ought to be stated explicitly at the beginning of paragraph 11 of the
brief, along the lines of .... 'Although a final NATO collective decision is not
due until December, and no public announcement of the UK position will be made

before that date .....'.

I attach a suggested minute to Mr Alexander.

v

S

1 October 1979 R M HASTIE-SMITH







In case the Prime Mir '.r-1..+-]' i:.: 1‘{1-|.ti.i|v{'.:
weekend I should like to register one point about which I am doubtful but on which
I have been unable to raise any of the experts tonight. I will have it checked on
Monday.

2. It arises on the brief about TNF modernis:

second sentence of paragraph 11 - because it is in the

=

paragraph - suggests that we should tell the Italians that in addition to our

original quota of 144 GLCMs we have agreed to take 16 from the ori
quota, This seems to me very questionable and only liable to lead the Italian

to ask us to take some of the I had understood that the Americans v

going to show cur quota in NATO as 160 with no suggestion that it had ever

lower. The brief ought also to have suggested that the Prime Minister should
make it clear to the Italian Prime Minister that the United Kingdom decision tc
accept this basing has not yet been announced in the United Kingdom and is

thereflore strictly confidential.

JOHN HUNT
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From the Private Secretary 28 September 19579

PRIME MINISTER'S VISIT TO ROME

The Prime Minister has seen George Walden's letter to me of
28 September on this subject. Having reconsidered the matter
with care, she has decided that on this occasion she would be
prepared to include three senior officials in the party to
accompany her, It will therefore be possible for both the FCO
officials mentioned in George Walden's letter under reference,
as well as a member of the Cabinet Office European Secretariat,
to accompany her to Rome.

As regards the suggestions for her programme during the visii
contained in Sir Ronald Arculus's telegram no. 414 of 26 September,
she is in general content. However, she would like to meet the
British Press at some point during the stay. This might con-
veniently be arranged at 0930 on 5 October. Alternatively, if the
call on President Pertini and the Plenary talks could be brought
forward a little, a meeting could be fitted in between the end ol
the Plenary and the working lunch. I should be inclined to favour
the first option.

I have also discussed with the Prime Minister the suggestion
in John Chilcot's letter to Clive Whitmore of 27 September. The
Prime Minister would wish to fall in with Signor Cossiga's wishes
on this subject: if Signor Cossiga himself wanted a presentation
to be laid on, the Prime Minister would be very happy to attend it.
I do not think, however, that the Prime Minister would wani her
departure from Rome to be significantly delayed by the presenta-
tion.

I am sending copies of this letter to Martin Vile (Cabinet
Office) and John Chilcot (Home Office).

7%,4 s

/A)ﬁifu_/c, ﬁ&m.wf) Car

Paul Lever, Esq.,
Foreign and Commonwealth Office.
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Foreign and Commonwealth Office

London S.W.1

28 September 1979

@M vkl

Prime Minister's Visit to Rome

In your letter of 19 September you discussed the arrange-
ments for the Prime Minister's wvisit to Rome on 4/5 October
and asked for advice as to which two senior officials should
accompany the Prime Minister.

We have now agreed with the Italians that the main
subjects for discussion with the Italians will be Community
issues, in particular the Budget; TNF modernisation and East-
West relations: and bilateral relations. Since, as we understand,
the Prime Minister wishes to be accompanied by a member of the
Cabinet Office European Secretariat for the Community aspects
of the discussion, it would seem most appropriate that the
second official should be Julian Bullard, the Politiecal
Director at the FCO,

The Foreign and Commonwealth Secretary has now confirmed
that, subject to any unexpected developments in the Rhodesia
Conference, he intends to accompany the Prime Minister. In
view of the importance of the Community aspects of the dis-
cussion however he would also like Michael Butler to accompany
the party, both because of his long experience in this kind of
Community negotiation and in view of his forthcoming appointment
as the UK Permanent Representative in Brussels.

G G H Walden

M O'D B Alexander Esq
10 Downing Street

CONFIDENTIAL
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QUEEN ANNE'S GATE LONDON SWiH gAT

27 September 1979

Oi.w; :

The senior officials of TREVI - the framework in which
Ministers of the Interior and their officials from the EEC
countries discuss counter-terrorism and related topics - have just
met in Dublin. In the margin of the meeting the Italians raised
the question of the Prime Minister's forthcoming visit to Italy.
They suggested that she might be interested in having a discussion
or some form of presentation on terrorism. Our representative
(Robert Andrew) replied that he had not been involved in the
preparations for the wvisit and had not seen the programme, although
he supposed that it would have been drawn up after consultation
between the Italian authorities and the British Embassy in Rome.
He did not know whether terrorism would feature in the talks, but
undertook to pass this thought on to the right quarter.

The Italian suggestion arose from a discussion of the recent
hi-jacking incident at Rome Airport, which the Italians feel they
handled pretty well. Robert Andrew doubts if the suggestion had
any authority beyond that of the Chief of Police (Coronas) and the
senior member of the Security Service (Russomanc) who made it; but
Signor Cossiga himself is of course keenly interested in
terrorism. When he was Minister of the Interior we had a good deal
of contact on this subject and exchanged Ministerial visits. He
expressed keen interest in our counter-terrorism methods and in
the organisation of the British police and Security Service; and we
were able to provide the Italians with a certain amount of help and
advice at the time of the Moro kidnapping. We understand that
Signor Cossiga took personal charge of the recent aircraft
hi-jacking incident (although Coronas made it clear that he thought
the credit was his!).

I imagine that you will have a pretty full programme for the
Italian visit and it may be that it already includes some
opportunity for an exchange of views on terrorism. Anyway, I
thought I should pass on to you the Italian suggestion for what it
is worth. If you should want any further briefing material no
doubt you or the FCO will let us know.

/1 should perhaps add

C A Whitmore Esq




I should perhaps add that the present Italian Minister of
the Interior, Signor Rognoni, has accepted in principle an
invitation from the Home Secretary to visit this country for
discussions in which terrorism will figure prominently, but no

date has yet been fixed.

I am copying this letter to George Walden at the FCO.

(J A CHILCOT)
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Cabinet Office, i
Whitehall,

London, SW1.

26th September, 1979
PsS(79) 28

Dear Private Secretary,

Vigit of the Prime Minister to Rome, 4th-5th October 1979

This letter sets out the briefing arrangements for the Prime
Minister's visgit to Rome on 4th-5th October 1979.

The objectives for ihe visit, as approved by the Prime Minister,
are at Annex A, The list of briefs to be prepared, with an indication of
Departmental responsibility, is at Annex B. The instructions on format
are at Annexes C and D.

75 copies of each brief should be sent to the Cabinet Office,
70 Whitehall, to arrive no later than 1700 hours on Friday, 2Bth September.
They should be addressed to Mrs. Wagner in Committee Section, who
should be consulted (telephone no. 233 7628) about any technical points
arising.

1 am sending copies of this letter to the Private Secretaries to
Sir Michael Palliser, Sir Douglas Wass, Sir Frank Cooper, Sir Kenneth Clucas,
Sir Peter Carey, Sir Jack Rampton, Mr Brian Hayes and to
Michael Alexander (No. 10).

Yours sincerely,

(Signed) M.J. VILE
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ANNEX A

BRITISH OBJECTIVES

1. Pre-eminently to obtain Italian support

for UK objectives at the Dublin European Council
as regards budget contributions (in return for
which we shall need to take account of Italian
cbjectives on convergence, and particularly the
effect of the CAP).

2. To encourage a positive Italian attitude to
TNF modernisation.

3. To establish a good working relationship
between the Prime Minister and Signor Cossiga.

ITALIAN OBJECTIVES
These are Likely to be:

1. To establish a cordial working relationship between
Mrs Thatcher and Signor Cossiga, and to hear first-hand about
HMG's economic policies.

2. To convince HMG of the need for the papers presented
to the Dublin European Council to take full account of
the wider economic effects of Community policies.

3. To secure HMG's support for proposals at the
bublin Council designed to secure greater receipts
for Italy from Community expenditure.

4. To convince HMG that the balance between Northern

and Mediterranean interests in the CAP should be redressed
and that Italy deserves compensation for concessions

made by the Community to other Mediterranean producers.

5. To secure support for a lLarger appropriation
for the regional fund in the 1980 Community budget.

6. Depending on the outcome of the Energy Council

(20 September) and the Tokyo Summit Energy Ministers

Meeting (26 September) to press for levels of North

Sea oil producing in 1980/5 higher than those implied

by net self-sufficiency, so as to give Italy more flexibility
in meeting her oil import targets.




PMVW(79)
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LIST OF BRIEFS

Steering Brief

Eurcpean Community Questions
(2) Budgei/Convergence

(b) CAP

(c) Fisherles

(d) EwMS

THNF Moderni sation

East-West Relations

Eilateral Issuea (including
security matters)

Energy Quesiions (defensive)

International Finsncial and Economic
Scene (deiensive)

Internal Political and Economic
Scene in Italy

CONFIDENTIAL

Lead
Department

FCO

Treasury
MAFF
MAFF

Treasury

FCO

Energy

Treasury

FCO

In congultation
with

Agp appropriate

FCO, Cabinet
Office,

Ao appropriate
PF

MOD,
Cabinet Office

Agp appropriate

/s appropriate

FCO, Treasury




CONFIDENTIAL

ANIMNEX C

INSTRUCTIONS ABOUT FORMAT

All briefs should be laid out in the same way with a top page in
accordance with the specimen laycut at Annex D. Those preparing briefs
should note the following:-

(a) Brieis should be concise. Each brief should if possible be no mere
than four sides long.

The main body of each brief gshould comprise two gections, a
concise list of Points to Make, followed by a factual Background
section which distinguishes clearly between information which can
be freely used and information whicin should not be disclosed.

Briefs should be complete and self-contained and with all the
information required on that particular subject. Briefs should
not be divided into separate self-contained sub-sections.

Briefs should be typed in double spacing, using both sides of the
paper. FPages shouid be numbered at the foot of each page.

The top page only should bear the symbol and number of the briefs
in the top left-hand corner (e.g. PMVW(79) 13), with the date of
production below; a copy number in the top right-hand corner;
and the vieit heading, the title of the brief (in capitals) and the
name of the Department responsible (as in Annex D).

Briefs should bear at the foot of the last page, on the left-hand side,
the name of the originating Department and the date of production.

If l1at2 developments require a brief to be amended or updated, an
addendum should be prepared. It should be set out in the standard
way with the brief number (e.g. PMVW(79) 13 Addendum) and title
to which it relates at the top of the front page. The Private
Secretary to the Secretary of the Cabinet should be informed when
an addendum is in preparation.

Additions to the list of briefs in Annex B require the authorisation
of the Private Secretary to the Secretary of the Cahinet.
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THIS DOCUMENT IS THE PRCFERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT
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PRIME MINISTER'S VISIT TO ROME
4-5 OCTOBER 1979

[Leave 13" /SUBJECT/ [Insert subject in capitals/

margin/ )

Brief by [name of originating Department e.g. Foreign
and Commonwealth Office/

{:-it the foot of the last page:;u"
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Visit by the Prime Minister to Rome: 4th-5th October 1979 o

Ref. A0Z88

The Prime Minister is to visit Rome for talks with Signor Cossiga on
4th=5th October., Lord Carrington proposes to accompany her, subject to his
commitments at the Rhodesia Conference. On the Italian side, besides
Signor Cossiga, we expect Signor Malfatti, the Foreign Minister, to participate
and perhaps Signor Pandolfi, the Treasury Minister.

2. The Italians have suggested that the Prime Minister should arrive in
Rome on 4th October in time for a tete-a-tete with Signor Cossiga in the early
evening, followed by an Italian Government dinner. They envisage a full meeting
of the two sides on the morning of 5th October. After that the Prime Minister
will lunch privately with the Ambassador before her departure.

s This will be the first meeting between Mrs, Thatcher and the new Italian
Prime Minister. Apart from establishing a cordial working relationship, our
main aim will be to take full advantage of the Italian wish to ma intain some sort
of tactical alliance with us on Community questions, especially on the budget, in
the run-up to the Dublin meeting of the European Council at the end of November
(there will be a council meeting of the Finance Council on 15th October)., The
Italians also attach importance to enlisting our support on certain other
Community issues.

4, The Italians have not yet proposed an agenda. I suggest however that the
following subjects should be proposed to them:

A Community [ssues

(i) Budget/Convergence

(ii) CAP

(iii) Other Community Issues

TNF Modernisation )

gy, Ll

East=West Relations

Bilateral Questions




[}
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5. Neither energy questions nor the international financial and economic
scene are included. It is important that Signor Cossiga should be encouraged to
get down straightaway to discuss the budgetary issue and that time should not be
taken up with a discussion of international economic matters first. British and
Italian Ministers are in close and regular contact on these questions and the next
Economic Summit at Venice next year will still be some nine months ahead. As
regards energy, the meeting between the two Prime Ministers follows that of the
Summit Personal Representatives on 26th September, and precedes that of Energy
Ministers on 9th November. A defensive brief will be provided in case the
Italians should raise the question of national oil import targets. As regards other

issues, it will be particularly valuable to speak to the Italians about TNF

g

-

modernisation,
mdraft objectives for the visit at Annex A and a suggested list of
briefs at Annex B. Given the shortness of the visit it is not proposed to brief on
the whole range of international issues, though the Prime Minister will of course
if necessary be briefed on Rhodesia, in the light of developments at the Conference
just before she goes.

7. I should be grateful if you would let me know if the Prime Minister is

content with the objectives at Annex A as a basis for the briefing, and with the list

of briefs at Annex B.

it
er/

JOHN HUNT

24th September, 1979
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ANNEX A

BRITISH OBJECTIVES

1. Pre-eminently to obtain Italian support

for UK objectives at the Dublin European Council
as regards budget contributions (in return for
which we shall need to take account of Italian
objectives on convergence, and particularly the
effect of the CAP).

2. To encourage a positive Italian attitude to
TNF modernisation.

2. To establish a good working relationship
between the Prime Minister and Signor Cossiga.
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ITALIAN OBJECTIVES
These are likely to be:

1. To establish a cordial working relationship between
Mrs Thatcher and Signor Cossiga, and to hear first-hand about
HMG's economic policies.

2. To convince HMG of the need for the papers presented
to the DPublin European Council to take full account of
the wider economic effects of Community policies.

3. To secure HMG's support for proposals at the
Dublin Council designed to secure greater receipts
for Italy from Community expenditure.

4. To convince HMG that the balance between Northern

and Mediterranean interests in the CAP should be redr?ssed
and that Italy deserves compensation for concessions

made by the Community to other Mediterranean producers.

5. To secure support for a lLarger appropriation
for the regional fund in the 1980 Community budget.

6. Depending on the outcome of the Energy Council

(20 September) and the Tokyo Summit Energy Ministers

Meeting (26 September) to press for levels of North

5ea oil producing in 1980/5 higher than those implied

by net self-sufficiency, so as to give Italy more flexibility
in meeting her oil import targets.
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ANNEX B

1. Steering Brief
2. European Community Questions
(a) Budget/Convergence
(b) CAP
(c) Fisheries
{(d) EMS
TNF Modernisation
East-West Relations

Bilateral issues (including security matters)

Energy questions (defensive)

-

S c z 4 Sty
International financial and economic scene (defensive)

Internal political and economic scene in Italy
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C A Whitmore Esg

the Compliments of
Sir Frank Cooper, GC.B., CM.G.

Permanent Under-Secretary of State

MINISTRY OF DEFENCE
SWIA 2HB
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MINISTRY OF DEFENCE

MAIN BUILDING WHITEHALL LONDON SW1A 2HB
2119

Telephone 01-218 {Dwect Diallingd

01-218 8000 [Swtchboard)
PERMANINT UNDER-SCCRETARY OF STATE
SR FRAMK COOPER GCB CMG
PUS/79/868 2Ly September 1979
61/1/38

Sir John Hunt GCB /\c_u
Cabinet Office
Whitehsll

= mﬁ}

I understand you aeked for early comment on Michael Palliser's
letter of 20 Sag}ﬂmbar about the Prime Minister's visit to Rome.

1 em content with the obJectives and 1list of briefe proposed
and, in particular, strongly eupport the inclusion of TNF
modernieation as an agenda item to encourage a positive Italian
attitude.

There are one or two quite substantial Defence metters which
might be included for background information in the bilateral issues
brief. I should therefore be grateful if we could be consulted
when thie ie compiled. I have in mind particularly the SEA KING
helicopter replacement - a major co-operative possibility between
ue-and the Italiane plus the Italian selection of the Rolls Royce
Spey engine for their new tactical combat aircraft.

I am copying thls to Michael Palliser, Peter Carey and
Clive Whitmore.

i

FRANK COOPER

CONFIDENTIAL
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET
LONDON SWIE 6RB

TELEPHONE DIRECT LINE  01-2012 ‘?‘{j[}q
SWITCHBEOARD 01-212 7676

21 September 1979

gir Michael Palliser GCHNG
Foreign and Commorwealth Office fvﬁfﬂf?
London SWl /2 !

{r

r Jran R L
- ¢

Your letter to John Hunt Sugg sts the objectives to be pursued
by the Prime Minister durimg her visit to Rome next month.
While I recognise that you will wish to keep tie atmosphere
cordial, it remains a fact that British industry has
experienced and is conbtimning to experience a consicderatle
difficulty in a number of sectors over low cost Italian
competition. Because of the opacity of the Italian systen

of aids to industry it is well nigh impossible for us to

have recourse to the remedies for which the Treaties of

Paris and Rome made provision.

It therefore seems to me +that we should let the Italians
know at the highest level of our concern ahout the
. & ke " . " a .
disruption to our industry caused by thelir low cost exXports
+ ) - ¥ . J 1 - - g " - e
and invite them to do what they can at official level to
1imit the exportation of unemployment to other Membex
States. We can let your weople have appropriate lanFuage
i ¥ - " ] J & " e a -
for the briefing when 1t 15 allocated.

I am copying this letter to the recipients of yours.

1 AAD
Peter Carey

co S?r Douglas Wass KCB
Elrtfrnkh Cooper, MoD
HI‘ B I Hayes, MAFF
$%gqqqck Rampton, I/Energy
g% Whitmore, No 10=" i)
S}? Ql}rcnxeﬁe, Cabinet Office

1r John Hunt, Cabinet Office

NI‘ Lipj:-‘:ti.
Mr Benjamin
I'il' Cla il
Mr Hudson

Mr Ingram (with papers)







Your Ref
SIR ANTHONY RAWLINSON
KCB

with compliments

Treasury Chambers

Parliament Street

London SW1P 3AG

Tel: Direct Line 01-233
Switchboard 01-233-3000




H M Treasury
Parliament Street London SWIP 34AG

Switchboard 01-233 3000
Direct Dislling 01-233 5362

Sir Anthony Rawlinson KCB

Second Permanent Secretlary
FPublic Services

Eir Michael Palliser GCMG

Foreign and Commonwealth Office

Downing Street

London

SW1A 2AL 21 September 1979

Dew fodu

VISIT BY PRIME MINISTER TO ROME: 4-5 OCTCBER

In the absence of Douglas Wass, I am replying to your letter to John Hunt
of 20 5 ember.

Those concerned in the Treasury fully agree with the idea of limiting
the agenda to a few key issues. In particular, we agree that discussion
of international economic and energy issues is unnecessary given
extensive discussions elsewhere. We are contenot also with the list of

briefs.
% L
ce Sir John Hunt Gﬁ@ {i‘-/é'“ﬁ...

Cabinet Office
Sir Frank Cooper GCB CMG ANTHONY RAWL
MOD

B D Hayes Esq CB
MAFF

Sir Jack Rampton KCB
D of Energy

Sir Peter Carey EG
DOI

C A Whitmore
No. 10

Sir Clive Rose ECMG
Cabinet Office
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Foreign and Commonwealth Office

London SWI1A 2AH
20 September 1979

b

Sir John_ Hunt GCB
Cabinet O0ffice

}Snvi '}1‘-n,
VISIT BY THE PRIME MINISTER TO ROME: 4-5 OCTOBER 1979

1. As you know, the Prime Minister has now agreed to visit Rome
for talks with Signor Cossiga on 4-5 October. It is Lord
Carrington's firm intention to accompany her, subject of course
to his commitments at the Rhodesia Conference. On the Italian
side, besides Signor Cossiga, we expect. Signor Malfatti, the
Foreign Minister, to participate and perhaps Signor Pandolfi,
the Treasury Minister.

2. This will be the first meeting between Mrs Thatcher and the new
Italian Prime Minister. Apart from establishing a cordial

working relationship, our main aim will be to take full

advantage of the Italian wish to maintain some sort of tactical
alliance with us on Community guestions, especially on the

Budget, in the run up to the Dublin meeting of the European

Council at the end of November (there will be a council meeting

of the Finance Council on 15 October). The Italians also

attach importance to enlisting our support on certain other Community
jssues. Our estimate of UK and likely Italian objectives is set
out at Annexes A and B.

3. The Italians have suggested that the Prime Minister should
arrive in Rome on & October in time for a tete-a-tete with Signor
tossiga in the early evening, followed by an Italian Government
dinner. They envisage a full meeting of the two sides on the
morning of 5 October. After that the Prime Minister will Lunch
privately with the Ambassador before her departure.

4. The Italians have not yet proposed an agenda. We suggest
however that the following subjects should be proposed to them:

A Community Issues

i Budget/Convergence
(44 CAP
iid

( Other Community Issues

TNF Modernisation
East-West Relations
Bilateral Questions

CONFIDENTIAL
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5. I attach, at Annex C, a suggested List of britefs. We have not
included energy gquestions or the international financial and
economic scene. We think it important that Signor Cossiga
should be encouraged to get down straight away to discuss the
budgetary issue and that time should not be taken up with a
discussion of international eocnomic matters first. British and
Italian Ministers are in close and regular contact on these
questions and the next Economic Summit at Venice next year

will still be some 9 months ahead. The meeting between the

two Prime Ministers will follow that of the Tokyo Summit
follow-up group on. 26 September, and precede that of Energy
Ministers on @ November. A defensive brief will be necessary

in case the Italians should raise the question of national oil
import targets.

6. As far as other issues are concerned we think that it would
be valuable to speak to the Italians about TNF modernisation
and have therefore included briefs on that and on East-West
relations generally. Given the shortness of the visit we are
not suggesting the inclusion of briefs on other international
issues, though we can of course brief the Prime Minister if
necessary on Rhodesia,in the Light of developments at the
Conference just before she goes.

&IH \.n--"

o

Michael Palliser

bouglas Wass KCB
HM Treasury
Frank Cooper GCEB CMG
MOD

Hayes, Esq CB
MAFF

Jack Rampton KCB
b of Energy
Peter Carey KCB
Dol

Whitmore, Esq

No 10

Clive Rose KCMG
Cabinet Office
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ANNEX A

BRITISH OBJECTIVES

1. Pre-eminently to obtain Italian support

for UK objectives at the Dublin Eurepean Council
as regards budget contributions (in return for
which we shall need to take account of Italian
objectives on convergence, and particularly the
effect of the CAP).

2. To encourage a positive Italian attitude to
TNF modernisation.

3. To establish a good working relationship
between the Prime Minister and Signor Cossiga.
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ITALIAN OBJECTIVES
These are lLikely to be:

1. To establish a cordial working relationship between
Mrs Thatcher and Signor Cossiga, and to hear first-hand about
HMG's economic policies.

2. To convince HMG of the need for the papers presented
to the Dbublin European Council to take full acecount of
the wider economic effects of Community policies.

3. To secure HMG's support for proposals at the
Publin Council designed to secure greater receipts
for Italy from Community expenditure. :

&. To convince HMG that the balance between Morthern

and Mediterranean interests in the CAP should be redressed
and that Italy deserves compensation for concessions

made by the Community to other Mediterranean producers.

S. To secure support for a lLarger appropriation
for the regional fund in the 1980 Community budget.

6. Depending on the outcome of the Energy Council

(20 September) and the Tokyo Summit Energy Ministers

Meeting (26 September) to press for Levels of North

Sea oil producing in 1980/5 higher than those implied

by net self-sufficiency, so as to give Italy more flexibility
in meeting her oil import targets.
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Steering Brief
European Community Questions
(a) Budget/Convergence
(b) CAP
tc) Fisheries
(d) EMS
TNF Modernisation
East-West Relations
Bilateral issues (including security matters)
Energy questions (defensive)
International financial and economic scene (defensive)

Internal political and economic scene in Italy
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END
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