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10 DOWNING STREET

From the Private Secretary 10 February, 1983

At Cabinet this morning the Prime Minister referred
to a paper which she had seen during the European Council in
Copenhagen which inter alia illustrated the protectionist practices

employed by the United Kingdom as seen by France,.

Your Secretary of State indicated to me that he had
never seen this paper. I now enclose a copy of John Rhodes'
letter of 2 December, with its annexes, with Mr. Jenkin may find

of interest.

J. Spencer, Esq.,
Department of Industry
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Foreign and Commonwealth Office

London SWIA 2AH

13 December 1982

A

European Council: Completion of the
Internal Market 3

At the European Council in Copenhagen on 3/4 December, during
discussions of the completion of the Common Market, it was agreed
that each government should appoint a Minister to coordinate
work on the Internal Market and attend special sessions of the General
Affairs Council on this topic.

The Foreign and Commonwealth Secretary suggests, subject to the
views of the Secretary of State for Trade, that Mr Rees would be the
appropriate Minister. He speaks for us on a number of trade matters
at General Councils and was intending to represent HMG at the
Internal Market Council planned then cancelled by the Belgian
Presidency.

I am copying this to the Private Secretaries to members of
OD(E) and to Sir Robert Armstrong.

Yoss e

GL«M«’

(R B Bone)
Private Secretary

A J Coles Esq
10 Downing Street
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European Council

European Council

3.30 pm

The Prime Minister (Mrs. Margaret Thatcher):
With permission, Mr. Speaker, I shall make a statement
on the European Council in Copenhagen on 3 and 4
December, which I attended accompanied by my right
hon. Friend the Foreign and Commonwealth Secretary.

At the end of the meetings, the Danish Prime Minister
issued to the press his summary of the Council’s
conclusions. I have arranged for a copy of this document
to be placed in the Library. In its discussion of the
economic and social situation, the European Council
agreed upon a number of priority goals, including the re-
establishment of economic stability; the continued
reduction of interest rates as a means of encouraging
productive activity; the creation of more employment
opportunities and professional training for young people;
and increased international co-operation in monetary and
trade policy.

A work programme was approved on four specific
matters: measures to reinforce the internal market;
proposals in the field of research, innovation and energy;
a new instalment of the new Community instrument
amounting to some £1% billion; and urgent consideration
to be given to proposals for training young people and
reorganising working time.

The Council re-affirmed its political commitment to the
enlargement of the Community by the accession of Spain
and Portugal and asked the Foreign Affairs Council and the
Agriculture Council to press ahead with the necessary
preparatory work. I stressed that the Community must take
quick and effective action to ensure more equal access in
our trade with Spain.

There was some discussion about the implications of
enlargement for the ceiling on own resources. We take the
view that the Community’s present own resources should
be sufficient. The essential requirement is effective control
over the rate of growth of agricultural expenditure.

The Council expressed its determination to pursue a
constructive dialogue with the United States. It noted with
satisfaction the agreement reached on steel and the United
States” President’s decision to lift the sanctions imposed
in connection with the Siberian pipeline.

The Council asked the Foreign Affairs Council at its
next session in December to take decisions on the various
ways and means of improving commercial relations
between Japan and the Community.

It was confirmed that nine member States were
prepared to accept the Commission's proposals for a
revised Common Fisheries Policy. Denmark was not able
to do so. The Danish Prime Minister said that he needed
some further clarification, which I understood to refer to
matters outside the package now proposed. It is my hope
and expectation that agreement will be reached at the next
meeting of the Fisheries Council on 21 December.

The Council was informed that the Foreign Affairs
Council had set work in hand on the Commission’s recent
communication about the solution to the British budget
problem for 1983 and later. I emphasised that unless a
decision was reached before March, I should have to raise
the matter at the next European Council.

As is usual, the European Council also considered
international political questions. The council agreed that
the basis for our relations with the Soviet Union should

378

7 DECEMBER 1982

European Council 122

continue to be firmness and dialogue. We stated our
readiness to respond positively to any constructive moves
which the new leadership in Moscow may make, and we
looked for these in particular at the Madrid conference on
security and co-operation in Europe and in relation to
Afghanistan.

The Council agreed to keep developments in Poland
under careful scrutiny so as to be able to judge the real
significance of the measures which appear to be under
consideration in Warsaw.

On the Middle East, the Council called upon the parties
to seize the political opportunity created in September by
President Reagan’s initiative and the Arab summit in Fez,
and urged that all Israeli and other foreign forces be
withdrawn from Lebanon without further delay.

On international economic matters, the council stressed
that the overriding priority for the Community’s economic
and commercial relations with other industrialised
countries was a strengthening of international co-operation
in all major areas to counteract recession, with particular
emphasis on a return to a stable monetary, financial and
trade situation. In this connection, the Council stated the
readiness of member States to work for a substantial
increase of IMF quotas and their determination to
contribute to an early decision to that effect.

Mr. Michael Foot (Ebbw Vale: I shall put several
questions on specific matters before turning to the main
parts of the Prime Minister’s statement.

I am sure that the Prime Minister understands that there
must be a further debate in the House on the fisheries issue,
before it is concluded. Perhaps she recalls that during the
general election she said:

*Qur waters contain more fish than the rest of the Community

put together . . . Britain must have a very substantial share of
the total allowable catch”.

Does the right hon. Lady really think that that has been
achieved? Will she give an undertaking that, before any
further step is taken, the House will have a chance to state
its view? No progress seems to have been made at the
meeting on the budget. Does the right hon. Lady really
believe that progress will be made at the next meeting, and
how much progress does she expect?

The Prime Minister referred to steel only in the context
of the agreement made with the United States of America.
Surely there should have been proper discussion at the
summit meeting of the appalling state of the steel industry,
especially as the British steel industry has had to accept
bigger cuts than most other countries in Europe. Surely the
right hon. Lady should have made a statement on behalf
of the British steel industry during those discussions?
Perhaps she will give us an account of what happened.

The Prime Minister did not say much about the CAP.
Has any progress whatever been made towards the
Government's objectives? At such a meeting, important
international issues are bound to arise. The right hon. Lady
referred to President Reagan’s initiative on the Middle
East. We all wish to see that initiative succeed, but what
will be the next step in that direction?

The Prime Minister did not offer much comfort about
the economic situation. It may be very difficult for the
Government to urge the other countries to take action on
economic matters and unemployment when unemploy-
ment in Britain is worse than in other countries, when our
bankruptcies are more numerous and when our economy
is in a considerably more parlous state than that of most
of the other countries. Naturally, they are unlikely to listen
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disarmament recently. Will my right hon. Friend take time

“today to assure the House and emphasise to the country
that. the Government will take every possible practical
initiative to encourage verifiable balanced multilateral
disarmament? Does she agree further that if the Russians
were interested in disarmament they would start
dismantling hundreds of SS20 missiles targeted on
Western Europe.

The Prime Ministers I agree with both my hon.
Friend’s points. Many disatmament initiatives are being
taken. There is the NATO-. proposal to eliminate
intermediate range nuclear weapons. If that were
successful a whole class of nuclear™weapons would be
eliminated on both sides. It requires dgreement by the
Soviet Union. There is also NATO’s draft treaty for
mutual and balanced force reductions, which, has been
negotiated for a long time. Work continues in Geneva to
verify the comprehensive nuclear test ban. There i5.also
in Geneva our proposal for verification and compliarice
with the chemical weapons ban. There is President®
Reagan’s initative, which we support, for a substantial
reduction in strategic ballistic missile warheads. I coul
continue, because the Government are taking mpany
initiatives on multilateral disarmament. I notice that the
Opposition are not interested in multilateral dis
They are interested only in unilateral dis
jeopardises this country’s security.

Mr. Coleman: Is the Prime Mipi
order of priorities for the day is”unacceptable to the
ives her attention to the
ise that both the public and
industry are haemorrhaging to
1 she give her attention to steel
ich are the real crises facing the

private sectors of the stee
extinction fast? When
and unemployment
country?

Minister: We had a debate on steel last

week. My yight hon. Friend the Secretary of State for
is” considering in calm and measured terms the

teel Corporation’s corporate plan for next year.
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We are also part of the European Community and Ave
negotiated on prices and quotas as part of that Commuhity.
All those matters are being considered. It is nght that my
right hon. Friend the Secretary of State for Indum]y should
consider them thoroughly before makmg a full statement
to the House covering the five major stegl plants.

Oral Answers

if she will list her official

The Prime Minister: I refer the hon. Gentleman to the
reply that I gave somie moments ago,

Mr. Hm:‘?«:/ Has the Prime Minister any plans to
solve the unemiployment problem in Wales before the next
general yeétion?

The€ Prime Minister: The Governmient will continue

to reduce inflation, to contain public expenditure and

/‘6 keep down interest rates. We look to industry to make

itself competitive and to produce goods that can be
purchased and that will command an increased share of the
market both at home and abroad. Thére is no other way
of oblammg sustainable extra jobs.

Mr. Rohbrt Atkins: [s it not a sad comment on the
Labour Party that when it is in opposition, membership of
the Campaign for Nuclear Disarmament increases, but that
membership falls when the Labour Party is in power? Does
not my right hon. Friend think that CND at least has
courage—a courage that.does not seem to lie on the
Opposition Benches—because it wants Britain to
withdraw from NATO insead ef relying on the American
nuclear umbrella: while at the same time claiming to be a
unilateral nuclear disarmer?

\
The Prime Minister: If CND’S proposals were
followed on any way, peace, security, fré%in and justice

would be put at risk in our country and war wauld become

more likely. I condemn it completely.
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to any appeal from the Prime Minister. However, the
Prime Minister surely should have sought to secure a
meeting in Europe with some of the other countries so that
broader and more international measures could be planned
for dealing with the deepening economic crisis. It certainly
is a crisis. The Prime Minister has returned from the
meeting without any proposals to deal with rising mass
unemployment in Europe and throughout the world.

We welcome what the Prime Minister said about some
of the international issues, such as Poland and Madrid.
However, she had no comfort to offer about the situation
in the world as a whole. Even at that conference, should
there not have been a discussion on disarmament? Will not
the right hon. Lady admit that the real danger facing the
world is not the failure to carry out disarmament
agreements, but the possibility that we are engaged in a
fresh re-armament drive?

If President Reagan’s proposal, which he is having
great difficulty in getting through Congress, for the new
MX missile programme were accepted, that could bring,
as a major response, a similar programme in the Soviet
Union. If those programmes continue, far from our having
any hope of securing multilateral agreement, the major
multilateral agreement—SALT 2—might as well be torn
up. If we tear up one agreement, it will be much more
difficult to obtain new agreements in the future.

The right hon. Lady taunts us and says that we are not
interested in multilateral agreements, but she should have
fought to sustain the SALT 2 agreement rather than
supported President Reagan in abandoning it. She must
use her influence, even at this late stage, to try to stop the
unilateral re-armament drive that threatens not only world
peace but world economic well-being.

European Council

The Prime Minister: [ shall try briefly to reply to the
right hon. Gentleman’s seven points. For nine member
States, the negotiations on fishing are concluded and we
have made it clear that there are no further concessions.
We cannot have a debate in the House before an agreement
on the common fisheries policy. To do so would risk re-
opening the agreements that we have already concluded
with the other nine member States and could result in our
not obtaining a common fisheries policy by the end of this
year. It is vital that we do so.

The Foreign Affairs Council will discuss the budget in
January.

We discussed steel in the debate on economic and social
matters. As the right hon. Gentleman will be aware, world
capacity is far in excess of world demand. That is the
fundamental problem and we have been negotiating within
the European Community as a unit. We have profited from
being in the Community. When we had difficulties with
the United States of America, after it tried to put on a
larger countervailing duty against our steel than other
countries, we tried to negotiate separately with America.
We were unsuccessful because America preferred to
negotiate with the Community. It was a Community
matter.

Detailed points on the common agricultural policy are
always dealt with at the Agriculture Ministers Council. We
tend to confine ourselves to more limited matters, such as
the volume of the budget taken by the Common
Agricultural Policy and its impact on the demand for more
OWI IeSOUrces.

We support Mr. Habib’s negotiations, which are now
taking place with the parties in Lebanon.

mn
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As to international economics, I remind the right hon.
Gentleman that the jumbo Council, the Council on
Economic and Financial Affairs, met recently. We
confirmed its conclusions on this matter. We spent much
time discussing external relations, hence my references to
the International Monetary Fund, trade with Japan and the
GATT meeting at which we were forcefully represented
not only by our Secretary of State and Minister of State but
by the Community.

Disarmament was discussed in detail at NATO. The
European Community is not a defence organisation, but
we tend to discuss such matters informally in the margins
of the meetings and we were all wholeheartedly behind the
attempts to achieve multilateral disarmament at Geneva
and we hope that they will proceed apace.

Mr. Foot rose
Hon. Members: Oh, no.

Mr. Foot: I wish to put three matters to the right hon.
Lady. Such statements are made so that we can put
questions on behalf of the House—the Prime Minister has
not answered any of my questions—and some
Conservative Members must get used to that fact.

It is intolerable for the Prime Minister to suggest that
we should not have a further debate on the common
fisheries policy. Most hon. Members who have fishing
interests in their constituencies have asked for such a
debate. If the Prime Minister or the Minister of
Agriculture, Fisheries and Food have a good case, that is
all the more reason for them to come to the House of
Commons. That happened in Denmark and it should
happen here.

The Prime Minister talked about having to accept the
present world demand in the steel industry. If she has no
other proposals, we shall not have a steel industry by the
beginning of next year or soon after. [ urge the right hon.
Lady to take the advice that she received in all the debates
to which she referred—that much stronger action must be
taken by the British Government to protect the steel
industry.

As to the multilateral disarmament discussions, the
right hon. Lady still does not refer to the MX missile
programme. If that programme goes ahead, it will wreck
the chances for multilateral disarmament. Why will not the
British Government use their influence to hold up that
programme?

The Prime Minister; My right hon. Friend the
Minister of Agriculture, Fisheries and Food has
continually reported to the House on the fisheries
negotiations. He has kept in touch continually with the
fishing industry and obtained its agreement to the package.
If we go along the right hon. Gentleman'’s course, we shall
risk unpacking that package, which will damage both the
British and the Community fishing industries. The right
hon. Gentleman advocates a debate when we have only a
few days before the time when, unless we reach
agreement, in theory other countries could fish right up to
our shores—[HoN. MEMBERS: “Oh!”] In theory, other
countries could fish right up to our shores. There is no
point in trying to duck the facts. We have achieved a good
agreement among the Nine. We hope that Denmark will
join us. That is the best way to reach the common fisheries
policy that British fishermen need. They have approved
the package, as the right hon. Gentleman will have seen
from previous correspondence.
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[The Prime Minister]

We have many discussions about the steel industry, but
world demand is down and import penetration in Europe
is even worse than it is here. In Europe we have an
agreement on a prices and Quota regime. We must try to
regain more of our domestic market by being competitive
and we must try to do much better in export markets,

MX missiles were not discussed at the European
Council. We discussed general multilateral disarmament,
but NATO is a much more appropriate forum for the
discussion that the right hon. Gentleman wishes to have.

Mr. Roy Jenkins (Glasgow, Hillhead): On the central
economic and unemployment position with which this
European Council was confronted, the Prime Minister’s
recipe for British recovery is an improvement in
competitiveness, which is highly desirable. However,
what is her message for European and world recovery, as
we are now clearly spiralling down into an increasingly
dangerous international slump? Not every country can
improve its competitiveness because that is a relative and
not an absolute state. What constructive measures does the
Prime Minister propose for world recovery?

Mr. Bob Cryer (Keighley): He is worried about his
pension.

The Prime Minister: The right hon. Member for
Glasgow, Hillhead (Mr. Jenkins) is well aware that Mr.
Ortoli usually reports on those matters and certain
proposals and measures are put forward, first, for financial
stability and, secondly, to keep interest rates down,
preferably through international co-operation as well as by
domestic action. In a free enterprise economy, if interest
rates have been reduced there should be sufficient people
with the initiative to start new businesses and to expand
others. I assume that the right hon. Gentleman would
approve that mechanism, as he did in days gone by.
Therefore, one achieves expansion through new business,
more small businesses and productive investment. That is
the mechanism by which new jobs are created. The
message has not changed since the right hon. Gentleman
sat at the table as President of the Commission.

Sir Anthony Kershaw (Stroud): What chance is there
of Europe leaning more heavily upon the United States of
America to persuade Israel to change its policy on the
resettlement of the West Bank which, if it is not changed,
will wreck even the American initiative in the Middle
East?

The Prime Minister: We did not make any statement
on that. The British Government condemn the setting up
of any more settlements by Israel on the West Bank.

Mr. Andrew Faulds (Warley, East): Did the Prime
Minister discuss with her European colleagues the damage
that she does to Britain’s relations with the Arab world by
interfering in foreign affairs, about which she is so
renownedly unknowing, especially the misguided policy
of making impossible King Hassan's committee's visit by
refusing to meet a PLO representative, simply to keep
alive the moribund policies of a defunct politician such as
Henry Kissinger?

The Prime Minister: Following its visit to the United
States, I had hoped that the Arab League delegation would
come to Britain when we could have received exactly the
same delegation as President Reagan received. That visit
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was postponed and a number of others have been since.
I hope that the visit will be arranged again soon. The hon.
Member for Warley, East (Mr. Faulds) knows our view

about receiving members of the PLO. We regard that as
different from receiving representatives of the Palestinian
people.

Sir Russell Fairgrieve (Aberdeenshire, West): Was
my right hon. Friend able to mention to our colleagues in
Europe the dangers, particularly in the severe world
recession, of any form of protectionism and import
control, especially to a country which lives by exports?
Will she consider asking her right hon. and learned Friend
the Chancellor of the Exchequer to consider again an early
entry of Britain into the EMS?

The Prime Minister: On the last point, at present, we
do not intend to enter the EMS. As my hon. Friend will
know, there are reasons why our currency tends to move
differently to the currencies of the EMS.

There are two aspects to protectionism and its dangers.
There are a number of barriers to trade within the Common
Market. They are there and we all know they are there. We
have never yet achieved a common market in services such
as in insurance and air fares, in which this country excels.
There is also a quota on the number of our lorries that can
go to Europe. There is a great deal to be done in the
Common Market on services. There is also a great deal to
be done to take down some of the non-tariff barriers to
trade. We urge the Commission and Ministers from every
country to consider those matters, particularly with a view
to reducing those barriers.

With regard to outside countries, we have a particular
problem with Spain which stems from the 1970 agreement
between the Community and Spain, which we regard as
damaging. We have asked the Commission to examine
that matter. My hon. Friend will also see in the President’s
summing-up preparations to discuss with Japan commer-
cal relations which, at present, are much too one-sided and
cannot continue in that way.

Several Hon. Members rose

Mr. Speaker: Order. The House is aware that an
important and serious statement is to follow. I know that
the House is waiting for that statement. I propose to call
four more Members from either side which will have been
a good run, and then to move on to the next statement.

Mr. Greville Janner (Leicester, West): Further to the
right hon. Lady’s reply on the Middle East, is she aware
that some Labour Members consider that her decision not
to receive the PLO in the present circumstances was
absolutely correct and welcome it? Will she confirm that
her policy on this matter will remain firm as an example
to other European leaders?

The Prime Minister: My policy on that matter has not
changed but I hope that in the interests of furthering the
peace process we shall be able soon to receive the type of
delegation from the Arab League which was received by
President Reagan in the United States. It would b a great
help to the peace process if it were to come and we were
to have talks about these vital matters,

Viscount Cranborne (Dorset, South): In view of the
terrible atrocities being perpetrated by the Russians in
Afghanistan at present, did my right hon. Friend manage
to propose to our colleagues in Europe any measures that
might be taken to support the fight for freedom of those
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brave people in Afghanistan against Russian aggression
rather than merely sitting back and wringing our hands,
which seems to be the policy of the European Community
so far?

European Council

The Prime Minister: We were particularly careful to
make it clear that the plight of the peoples in Afghanistan
is not forgotten. We look to the new Russian leadership
to see what its policy will be towards Afghanistan. Those
who are fighting the Soviet Union in Afghanistan seem to
be receiving sufficient weapons to enable them to carry out
their task of throwing back the occupying forces. I can
assure my hon. Friend that no one around that table has
forgotten the plight of the peoples in occupied
Afghanistan.

Mr. T. W. Urwin (Houghton-le-Spring): As more than
three months have elapsed since the Reagan peace
initiative on the Middle East was promulgated, since when
important proposals have been issued from the Fez
summit, does the Prime Minister agree that there should
be more positive developments towards securing peace in
the Middle East? During the summit, was common
agreement reached about the necessity to recognise the
right of the PLO to be drawn into negotiations on any
matter that affects the future of the Palestinian people?

The Prime Minister: The President’s summing-up
pointed out:

“The European Council expressed its disappointment at the
delay in grasping the political opportunity created by the
initiative contained in President Reagan's speech on September
1, 1982, and the will to peace expressed in the declaration of
Arab Heads of State meeting at Fez on September 9, 1982."”
The right hon. Gentleman will be aware of the difficulty
of carrying out negotiations to secure the withdrawal of
foreign troops from the soil of Lebanon. We support Mr.
Habib's efforts to attempt to secure that withdrawal. The
European policy towards the PLO is as stated in the Venice
declaration, which said ‘that the PLO would have to be
associated with any settlement.

Mr. Deavid Crouch (Canterbury): Will my right hon.
Friend say something more about the consideration by the
Council of youth training? Was there any consideration in
the Council this time of the German practice of providing
full training of three years or more for young people? Does
my right hon, Friend agree that that practice is worthy of
consideration in Britain?

The Prime Minister: We each have our own scheme
of youth training, The German scheme has been different
from ours for a long time. It is tied in to a different wage
level for young people when they go from school to
training in industry, where they have particular
apprenticeships. Wages for young people are often very
much lower than wages under wages council directions in
Britain, We pointed out that we are introducing a scheme
in Spetember 1983, The other factor which makes Britain
different from many other countries is that most of those
countries have conscription for young people, which takes
from the unemployment list a whole year's worth of young
people who are called up for service in their Armed
Forces. We do not have compulsory conscription and we
have no intention of introducing it.

Mr. A. J. Beith (Berwick-upon-Tweed): Is the Prime
Minister aware of reports that the number of inspectors to
be appointed at European level to police the common
fisheries policy may be drastically reduced? Since that was
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part and parcel of the agreement to the revised common
fisheries package, should that not be brought out and
debated in the House?

The Prime Minister: The number which has now been
agreed—I believe it is 13—is thought to be the appropriate
number for monitoring the common fisheries policy.

Mr. Jonathan Aitken (Thanet, East): Will my right
hon. Friend shed further light on the apparent new disunity
in the EC over the Middle East? Has there been criticism
of the fact that Britain alone has refused to receive the
delegation of Middle East leaders led by King Hassan of
Morocco? In that context, will the Prime Minister explain
why her Ministers are able to meet PLO spokesmen but her
Government are not?

The Prime Minister: There was no criticism
whatsoever in the European Council of Britain’s
position—none at all. No member of the British Cabinet
has ever officially met a representative of the PLO.
Contacts are made through officials. My right hon. Friend
the Minister of State, Foreign and Commonwealth Office,
met an Arab League delegation some time ago, which
included a member of the PLO.

Mr. James Johnson (Kingston upon Hull, West):
What special evidence does the Prime Minister possess
that made her state a short time ago that she believes that
the Danes will settle on 21 December?

The Prime Minister: There was no attempt to gain
further concessions on the existing package because we
had consistently made it perfectly clear that the negotiating
process was at an end. I had made the British position clear
when the Danish Prime Minister came to Britain. A
meeting of the Common Fisheries Council took place on
the Monday before the European Council meeting, at
which all the Nine made it quite clear that negotiations
were at an end.

It seems to us that that presents Denmark with a new
position which it has not faced before. Negotiations are at
an end and it either has to agree—it is accepted that the
difference between it and the other member States is very
small—or it has to face the Nine taking national measures,
which would be distasteful for everyone. I cannot give any
particular evidence but I still believe that Denmark will
agree to the common fisheries policy by the end of the
year. The policy is enforced not by the 13 inspectors but
by the adjacent coastal States.

Mr. Anthony Beaumont-Dark (Birmingham, Selly
Oak): Will my right hon. Friend accept how pleased we
were in the Midlands to hear her usual robust comments
on the problems that we are having with Japan and Spain
over unfair imports? Will she instil into some of her
appropriate Ministers the same Gaullist approach in trying
to ensure that this untenable situation is changed? I hope
that she will accept that some of us feel that the footbridge
between Gibraltar and Spain may be bought at the expense
of an unfair practice that may bankrupt much of the British
motor industry.

The Prime Minister: I spoke stongly about the

difficulty with the 1970 agreement between the
Community and Spain, by which we are bound by virtue
of our accession. we are bound to observe the tariff
barriers, which are very disparate. Spain can get into our
market, which has a 4 per cent. tariff barrier, and shelter
in its own market behind a 37 per cent. tariff barrier. In
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[The Prime Minister]

addition, certain bureaucratic measures are operated that
make it even more difficult for our exports to get into its
market. There can be no question of Spain becoming a full
member of the EC unless the Spanish side of the border
with Gibraltar is fully and properly opened.
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Bombing Incident (Ballykelly)

Bombing Incident (Ballykelly)

4.3 pm

The Under-Secretary of State for Northern Irelan
(Mr. Johp Patten): With permission, Mr. Speaker,/I
should likd to make a statement on yesterday’s bombjhg
at Ballykelly, County Londonderry. Before I begi
statement, I\ wish to tell the House that my right :
Friend the Sécretary of State deeply regrets being pinable
to address lhe\House because of bad weather conditions on

morning my rig\Yl hon. Friend the Secretary of State visited
the headquartets of the Ist Battalion the /Cheshire
Regiment at Shackleton barracks, Ballykelly./He visited
those being tréated in Altnagelvin i near
Londonderry. He l{lso met the chairman and/members of
Limavady district gouncil. ' 3

At a quarter past {1 yesterday evening a fomb exploded
in the Dropping \\W:JI Inn at Ballykelly, County
Londonderry. No warning was given and the inn was
crowded at the time with soldiers from fthe nearby army
camp and civilians ;S\T the locality. /The walls of the
building were badly damaged and the foof collapsed. So
far 16 people have died, 11 of thenh soldiers and five
civilians. Four of the ci‘}i]ians were women. In addition,
66 people have been injurgd. Forty of the injured are now
being treated in hospitals\in the immediate area and in
Belfast. The Irish Nationa}\ Liberatjon Army has claimed
responsibility. \

I know that the wholé Hopse will join me in
condemning this merciless massagre and in expressing our
sympathy to the injured and to fhe relatives of all those
who have been killed or hurt. nobody pretend that this
is anything other than ruthles§ mass murder. May this
atrocity bring home to people, ptherever they may be, and
if they need any reminder, true consequences of
offering support of any kin

weather, especially in December, acro§s the stretch of
water from Britain (o Northern Ireland.

My right hon. and hon. Friends on the Opposition
Benches and the whole, I think, of the Labpur Party offer
our deepest sympéthy to the relatives and fijends of those
killed and injured in this barbaric act. May\ I join in the
tribute to all ouf security forces in carrying qut their day-
by-day grind in Northern Ireland? They warkant a salute
from the Houge. They have told me that they have tended




10 DOWNING STREET

From the Private Secretary

SIR ROBERT ARMSTRONG

President of the European Commission

M. Thorn's Chef du Cabinet told me in Copenhagen on Friday
that the President of the Commission would very much welcome
a visit to Brussels by you and me in the near future. M. Durieux
said that the President would wish us to lunch with him and have
a series of meetings in the Commission.

I discussed this briefly with Sir Michael Butler who thought
a visit would be a good idea, providing it was well timed in
relation to developments on the UK budget problem.

I told M. Durieux that I did not think that a visit would be
possible before Christmas but that we could certainly look into
the possibility in the New Year. You have subsequently told me
that you will be seeing M. Durieux this weekend and will discuss
the matter with him then.

I am copying this minute to Brian Fall (Foreign and Common-
wealth Office).

6 December 1982




EUROPEAN COUNCIL - STATEMENT TO THE HOUSE

I ATTENDED THE EuroPEAN CounciL IN COPENHAGEN ON 3 AND 4 DECEMBER,
ACCOMPANIED BY MY RT. HON. FRIEND THE FOREIGN AND

COMMONWEALTH SECRETARY.,

AT THE END OF THE MEETINGS THE DANISH PRIME MINISTER

ISSUED TO THE PRESS HIS SUMMARY~OF THE CouNciIL'S
CONCLUSIONS,
[ HAVE ARRANGED FOR A COPY OF THIS DOCUMENT TO BE

PLACED IN THE LIBRARY.

IN ITS DISCUSSION OF THE ECONOMIC AND SOCIAL SITUATION, THE
EurorPEAN COUNCIL ESTABLISHED A NUMBER OF PRIORITY
GOALS INCLUDING THE RE-ESTABLISHMENT OF ECONOMIC
STABILITY; THE CONTINUED REDUCTION OF INTEREST
RATES AS A MEANS OF ENCOURAGING PRODUCTIVE ACTIVITY;
THE CREATION OF MORE EMPLOYMENT OPPORTUNITIES AND
PROFESSIONAL TRAINING FOR YOUNG PEOPLE; AND INCREASED
INTERNATIONAL CO-OPERATION IN MONETARY AND TRADE

POLICY,
/ A WORK PROGRAMME
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A WORK PROGRAMME WAS APPROVED ON FOUR SPECIFIC ACTIONS,
NAMELY MEASURES TO REINFORCE THE INTERNAL MARKET;
PROPOSALS IN THE FIELD OF RESEARCH, INNOVATION

AND ENERGY; A NEW INSTALMENT OF THE NEw COMMUNITY

INSTRUMENT AMOUNTING TO SOME El%—BILLION} AND

URGENT CONSIDERATION TO BE GIVEN TO PROPOSALS
FOR TRAINING YOUNG PEOPLE AﬂD REORGANISING WORKING

TIME.

THE COUNCIL REAFFIRMED ITS POLITICAL COMMITMENT TO THE
ENLARGEMENT OF THE COMMUNITY BY THE ACCESSION
OF SPAIN AND PORTUGAL AND ASKED THE FOREIGN AFFAIRS
CounciL AND THE AGRICULTURE COUNCIL TO PRESS AHEAD
WITH THE NECESSARY PREPARATORY WORK.
I STRESSED THAT THE COMMUNITY MUST TAKE QUICK AND
EFFECTIVE ACTION TO REMEDY THE PRESENT LACK OF

BALANCE IN TRADE WITH SPAIN,

/ THERE WAS SOME




THERE WAS SOME DISCUSSION ABOUT THE IMPLICATIONS OF ENLARGEMENT
FOR THE OWN REéOURCES CEILING.
NO CONCLUSION WAS AGREED AND | STRESSED THAT THE
ESSENTIAL REQUIREMENT WAS EFFECTIVE CONTROL OVER

THE RATE OF GROWTH OF AGRICULTURAL EXPENDITURE.

THE COUNCIL EXPRESSED ITS DETERMINATION TO PURSUE A CONSTRUCTIVE
DIALOGUE WITH THE UNITED STATES IN ORDER TO ENSURE
SOLID AND CONFIDENT RELATIONS,

IT NOTED WITH SATISFACTION THE AGREEMENT REACHED

ON STEEL AND THE UNITED STATES’ PRESIDENT'S DECISION

TO LIFT THE SANCTIONS IMPOSED IN CONNECTION WITH THE

SIBERIAN PIPELINE,

THE CounciL ASKED THE FOREIGN AFFAIRS COUNCIL AT ITS NEXT
SESSION IN DECEMBER TO TAKE DECISIONS ON THE VARIOUS
WAYS AND MEANS OF IMPROVING COMMERCIAL RELATIONS

BETWEEN JAPAN AND THE COMMUNITY.

/ ON FISH,




ON FISH, IT WAS CONFIRMED THAT NINE MEMBER STATES WERE
PREPARED TO ACCEPT THE COMMISSION’'S PROPOSALS
FOR A REVISED CoMMON FISHERIES PoLICY BUT THAT
DENMARK WAS NOT YET ABLE TO DO SO.

THE DANISH PRIME MINISTER SAID THAT HE

NEEDED SOME FURTHER CLARIFICATION WHICH I

UNDERSTOOD TO REFER TO MATTERS OUTSIDE THE
PACKAGE NOW PROPOSED.

IT IS MY HOPE AND EXPECTATION THAT AGREEMENT
WILL BE REACHED AT THE NEXT MEETING OF THE

FisHeEr1ES CounciL oN 21 DECEMBER.

THE CouncIL WAS INFORMED THAT THE FOREIGN AFFAIRS CounciL
HAD SET WORK IN HAND ON THE COMMISSION’S RECENT
COMMUNICATION ABOUT THE SOLUTION TO THE BRITISH
BUDGET PROBLEM FOR 1983 AND LATER.

I EMPHASISED THAT UNLESS A DECISION WAS REACHED
BEFORE MARCH | SHOULD HAVE TO RAISE THE MATTER
AT THE NEXT EUROPEAN COUNCIL,

/ As 1S USUAL,




As 15 USUAL, THE EuroPEAN COUNCIL ALSO CONSIDERED INTERNATIONAL

POLITICAL QUESTIONS.

THE COUNCIL AGREED THAT THE BASIS FOR OUR RELATIONS WITH THE
SovIET UNION SHOULD CONTINUE TO BE FIRMNESS AND
DIALOGUE,
WE STATED OUR READINESS TO RESPOND POSITIVELY TO
ANY CONSTRUCTIVE MOVES WHICH THE NEW LEADERSHIP
IN Moscow MAY TAKE, AND WE LOOKED FOR THESE IN
PARTICULAR AT THE MADRID CONFERENCE ON SECURITY
AND CO-OPERATION IN EUROPE AND IN RELATION TO

AFGHANISTAN.

THE COUNCIL AGREED TO KEEP DEVELOPMENTS IN POLAND UNDER VERY
CAREFUL SCRUTINY SO AS TO BE ABLE TO JUDGE THE REAL
SIGNIFICANCE OF THE MEASURES WHICH APPEAR TO BE

UNDER CONSIDERATION IN WARSAW,

/ LASTLY,




LasTLY, oN THE MippLE EAST, THE COUNCIL CALLED UPON THE PARTIES

L]

TO SEIZE THE POLITICAL OPPORTUNITY CREATED IN
SEPTEMBER BY PRESIDENT REAGAN'S INITIATIVE AND THE
ArRAB SUMMIT IN FEZ, AND URGED THAT ALL ISRAELI AND
OTHER FOREIGN FORCES BE WITHDRAWN FROM LEBANON

WITHOUT FURTHER DELAY.,

ON INTERNATIONAL ECONOMIC MATTERS THE COUNCIL STRESSED THAT
THE OVERRIDING PRIORITY FOR THE COMMUNITY'S ECONOMIC
AND COMMERCIAL RELATIONS WITH OTHER INDUSTRIALISED
COUNTRIES IS A STRENGTHENING OF INTERNATIONAL
CO-OPERATION IN ALL MAJOR AREAS TO COUNTERACT
RECESSION, WITH PARTICULAR EMPHASIS ON A RETURN

TO A STABLE MONETARY, FINANCIAL AND TRADE SITUATION,

IN THIS CONNECTION THE COUNCIL STATED THE READINESS OF MEMBER
STATES TO WORK FOR A SUBSTANTIAL INCREASE oF IMF
QUOTAS AND THEIR DETERMINATION TO CONTRIBUTE TO

AN EARLY DECISION TO THIS EFFECT,




PRIME MINISTER

EUROPEAN COUNCIL: STATEMENT TO THE HOUSE

I attach a draft, prepared by Mr. Hancock and agreed with

———————
the Departments concerned.

As Mr. Hancock points out, the lack of any reference to

steel is a gap which the Opposition may question. But unless

you made any specific statement during the Council's discussions,

I think we shall just have to deal with the matter in Supplementaries.

We have put the Council's conclusions in the Library of the

House.
Supplementaries are attached.

In case you need them, I also attach your briefs for the

European Council.

6 December 1982




DRAFT STATEMENT TO HOUSE
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Lastly, on the Middle East, the Council called

upon the parties to seize the political opportunity
created in September by President Reagan's initiative
and the Arab Summit in Fez, and urged that all
Israeli and other foreign forces be withdrawn from

Lebanon without further delay.
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EUROPEAN COUNCIL - DRAFT STATEMENT TO HOUSE

I attended the European Council in Copenhagen

on 5rd and 4th December, accompanied by

my rt. hon. Friend the Foreign and Commonwealth

Secretary. At the end of the meetings the Danish
Prime Minister issued to the Press his summary of
the Council's conclusions. I have arranged for a

copy of this document to be placed in the library.

In its discussion 6f the economic and social

N,

—

1e European Council established a number
of priority goals including the‘re—establishment of
economic stability; the continued reduction of
interest rates as a means of encouraging productive

activity; the creation of more employment opportunities
or professional training for young people; and increased
international cooperation in monetary and trade policy.
A work programme was approved on four specific
actions, namely measures to reinforce the internal
market; proposals in the field of research, innovation
and energy; a new instalment of the New Community
Instrument amounting to some £1% billion; and urgent

consideration to be given to proposals for training

young people and reorganising working time.

The Council reaffirmed its political commitment

+t0 the enlarcement of the Communitw hv the serpancdA -

o

of Spain and Portugal and asked the Foreign Affairs

Vo TN
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Council and the Agriculture Council to press ahead
with the necessary preparatory work. I stressed
that the Community must take quick and effective

action to remedy the present lack of balance in trade

with Spain.

There was some discussion about the implications
of enlargement for the own resources ceiling. No
conclusion was agreed and I stressed that the essential

reguirenent wa '_.;;;f: control ocver the rate of

growth of agricultural expenditure.

The Council expressed its determination to pursus
a constructive dialogue with the United States in
order to ensure solid and confident relations. It
noted with satisfaction the agreement reached on

steel and the United States' President's decision %o

1ift the sanctions imposed in connexion with the

Siberian pipeline.

The Council asked the Foreign Affairs Council at
its next session in December to take decisions on the
various ways and means of improving commercial relatic:zs

between Japan and the Community.

On fish, it was confirmed that nine member

/clarification




clarification which I understood to refer to matters

outside the package now proposed. It is my hope and

expectation that agreement will be reached at the

next meeting of the Fisheries Council on 21st December.
The Council was informed thét the Foreign Affairs

Council had set work in hand on the Commission's recent

communication about the solution to the British

budget problem for 198% and later. I emphasised,

without contradiction, the importance of reaching a

decision before the next European Council in March.

is nswval, the Eu Council also considered

Fad

international political questions.

The Council agreed that the basis for our
relations with the Soviet Union should continue to
be firmness and dialogue. We stated our readiness
respond positively to any constructive moves w
the new leadership in Moscow may take, and we
for these in particular at the Madrid Conference on

i felakisn o
Security and Cooperation in Europe and em~Afghanistan.
&

The Council agreed to keep developments in Poland

under very careful rutiny so as to be able to Jud:

tt : ignificance of the measures which appear

to be under consideration in Warsaw.




Lastly, on the Middle East, the Council called

upon the parties to seize the political opportunity
created in September by President Reagan's initiative
and the Afab Summit in Fez, and urged that all
Israeli and other foreign forces be withdrawn from

Lebanon without further delay.




THE PRESIDENCY'S CONCLUSIONS
ON THE PROCEEDINGS OF THE EUROPEAN COUNCIL
COPENHAGEN, 3/4 DECEMBER 1982

THE ECONOMIC AND SOCIAL SITUATION

The European Council welcomes the report from the
General Affairs Council on the implementation, so far, of the
economic strategy that it had itself laid down in March and
June. In particulalr, it reaffirms the detailed conclusions
from the Joint Council of 16 November 1982 and the Council
(Economic and Financial Affairs) of 15 November 1982.

The European Council fully endorses the need for a

comprehensive strategy for achieving a marked improvement in
the employment situation through the creation of durable new
jobs. The implementation of this strategy must be
continued comprising a broad range of interlinked and mutually
supportive economic and social policies both at Community and
national level.

To this end the European Ccuncil agrees on the f;llowing

priority goals :

- reestablishing econcmic stability

- taking into account the degree of stability achieved,
encouraging prcductive activity, and contributing to economic
recovery and structural improvement, particularly throucgh
continued reduction of interest rates and through suprort

for productive investments, especially in innovative sector

creating more emplovment orrortunities and procfessicnal
training possibilities for young people to permit a fulfilment
of their justified aspirations. In this connection it is
important that thev are given a chance to take advantace cZ

the opportunities of tomorrow's hich technology industries




exploring carefully the possibilities for greater

flexibility offered by the reorganisation of working

time and mobility of labour

strengthening the commaon market and intensifying action
to eliminate practices and measures which restrict trade
and distort competition

pursuing a vigorous energy policy with a view to saving

energy and diversifying supply

strengthening the European Monetary System; increasing
international cooperation and concertation in the field

of monetary and financial policy and trade policy.

The European Council agrees that a time-scale foar
specific actions at Community level should be established
to complement the parallel efforts being undertaken
nationally by each Member State. It therefore instructs
the Council:

to decide, before the end of March 1983, on the priority
measures proposed by the Commission to reinforce the

internal market

to speed up the adoption of the Commission's current and
forthcoming proposals in the field of research, innovation

and energy

to agree rapidly and before the next European Council on
the Commission's proposal to expand the NCI by a further

J.oillion EE

to give urgent consideration at the next Council (Social

Affairs) to the Commission's proposals for ways and means

s
to ensure voung people prorfessional training or a first

vork experience, and on the reorganisation of working time.

The Council {(General ' ) will report to the
European Council in March implementation of this

work=programme.
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The Eurbpean Council reaffirms its political commitment to the
enlargement of the Community with Spain and Portugal, The European
Council asks the Council (General Affairs) to press zhead with

the negotiations with both countries as rapidly as possible.

The European Council welcomes the inventory presented by the
Commission which in its view constitutes a new impulse to the

enlargement Dprocess,

The European Council stresses the importance of rapid progress
within the Community on a number of important issues in order to
facilitate a harmonious enlargement of the Community., In

particular, the European Council asks the Council (Agriculture)
to complete urgently and before March 1983 the revision of
existing rules for certain Mediterranean agricultural products

on the basis of Commission proposals.

The European Council invites the Commission to explore with
the two candidate countries the introduction of certain measures
in these countries before accession in order to prepare their

economy for accession in particularly sensitive sectors.

The European Council asks the Council (General Affairs) to
examine the issues set out in the Commission's inventory

with a view to balanced decisions.

A revort on progress will be submitted Icxr its




@LATIONS WITH THIRD COUNTRIES

The European Council stresses that the overriding
priority for the Community's economic and commercial
relations with other industrialised countries will be a
- strengthening of international co-operation in all major
areas to counteract recession, with particular emphasis on a
return to a stable monetary, financial and trade situation.

The European Council states the readiness of Member
States to work for a substantial increase of IMF quotas
and their determination to contribute to an early decision
to this effect.

The European Council welcomes the outcome of the
GATT ministerial meeting and confirms the Community's
readiness to take part constructively in the continuing
work within the GATT.

The European Council recalls its conclusion of June
that a genuine and effective dialogue should take place
between the United States and the Community in areas of
possible dispute. The European Community is determined to
pursue a constructive dialogue in the appropriate fora with
a view to ensuring solid and confident relations between the
Community and the United States.

It notes with satisfaction the EC/US arrangement on
steel and the lifting of United States sanctions related

to the Siberian pipeline.

With regard to relations with Japan the European Council
was informec on the work already done by the Commission, and
it expects the Council (General Affairs) at its sessicn in
December to take decisions on the various ways and means of

improving commercial relatiocns between Japan and the Community.




The Community has successfully remained united in the
face of difficult problems over recent months. The European
Council is convinced that unified and coherent Community
positions are more thaﬁ ever indispensable to achieving the
objectives set out above.

The European Council welcomes the work undertaken
within the Council on the recent important Commission
initiative in the field of the Community's relations with
developing countries. It stresses the importance of proceeding
from this stage towards proposals to be. followed up by

Council decisions on priority questions such as the negotiations

for the new ACP-Convention.

There is agreement on the urgent need to bring about
an improvement of developing countries' ability to cope
with their econcmic and financial problems. This will be
an important factor in favour of international econcmic
recovery.

COMMON FISHERIES POLICY

The Council noted the progress made in the negotiations
about a Common Fisheries Policy. It emphasised the need for
agreement at the meeting of the Council of Fisheries Ministers

on 21 December.




The European Council

Copenhagen, December 3-4, 1982

EAST-WEST RELATIONS

The European Council reviewed recent cevelopments i
relations.

Following the change of leadership in the Soviet Union,

the governments of the Ten emphasized that their »elations

with that country will continue to be baseZ on the czme

principles of firmness and dialogue. Ther call upon the Scviet Us:er
to meke the necessarv contributions to_improve conficence in
intermationl affairs. The Ten are reacy to responé positivelr

to such efforts and to work together with the Soviet Unior

ané¢ the countries of Easternm Europe for a more cons:iriuctive

East-West relationship.

Therefore, the European Council expressec the hope that all
Participating States in the CSCE-Meeting in Macri¢ would taice
the necessary decisions to permit the Meeting to arrive at an
earlv anc positive conclusion.

With this in miné, the Ten confirmed their commi tment to
real progress in Madrid bv nego tiating a substantial an:
talanced conclucding document which will contain a rrecise
mancate for a conference on éisarmament in Europe as well

as further progress within the human dimension of th

Helsinki Final Act. In doing so thev will cooperate with

-
(]

inc ' the Neutral anc




Poland

The European Council discussed recent developments in
Poland and noted with regret that a large number of
persons remain in detention, that martial law continues,
and that the free trade union, Solidarity, has been dis-

solved.

It also noted, however, that the recent release of some
internees, including the leader of Solidarity, might con-
stitute a step towards the fulfilment of the appeal made

by the Ten on January 4, 1982.

The Ten will continue to follow developments in Poland
closely and in particular study the implications of the
possible lifting of martial law, including the conditions

under which this will take place.

Afghanistan

The European Council i particular expressed the view that
I D D

the new Soviet leadership could make an important contri-
bution to the improvement of international relations in

general and of East-West relations in particular by re

assessing its position on the question of Afghanistan.

endorsed the verdict of the international community on
situation in Afzhanistan, embodied in the fourth successi
vote of the General Assembly of the United Nations. The
people of Afghanistan should be permitted to regain

national soverei, ¥ independence and the status

e
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It expressed its readiness to support any realistic efforts
to achieve a political solution and recalled the European
Council proposal of June 30, 1981, for a comprehensive

settlement of the conflict.

The situation in the Middle East, including Lebanon

Following a report by the Presidency on recent contacts the
Furopean Council discussed events in the Middle East whers

two aspects in particular continue to cause deep concern.

First, as regards the Arab-Israeli conflict, the Europezan
Council expressed its disappointment at the delay in grasping
the political opportunity created by the initiative containe:

in President Reagan's speech on September 1, 1982, and the

will to peace expressed in the declaration of Arab Heads

State meeting at Fez on September 9, 1982.

It called upon each of the parties to assume its internat
responsibilities without further hesitations. It expects ezc:z
of the parties to cease to ignore the United Nations Security
Council resolutions and explicitly make known their approvsz

of these resolutions.

Secondly, the European Council continued

in Lebanon with the greatest concern. It particularly not
that in spite of ‘the various efforts made by the negotiat
on the spot, no significant progress had yet been achisasv

towards the withdrawal of the Israeli, Syrian, and other

foreign forces.




The persistence of this situation would constitute a threat to

the integrity and unity of Lebanon, carrying serious dangers

for the whole region.

The withdrawal of foreign forces could be of a progressive
nature, but should take place within a fixed and short period
of time and under conditions which would permit the Lebanese
authorities to exercise fully their rights of sovereignty over

all of Lebanon.

The Ten have already demonstrated their willingness to
to the solution of the problems, especially, by giving
support to the UN forces and UN observers established

Security Council as well as the multinational force in Beirut

to which two of their number contribute. The Ten and the Comnmun:

ty are equally prepared to continue to contribute to the recon-

struction of Lebanon.




THE PRESIDENCY'S CONCLUSIONS
ON THE PROCEEDINGS OF THE EUROPEAN COUNCIL
COPENHAGEN, 3/4 DECEMBER 1982

THE ECONOMIC AND SOCIAL SITUATION

The European Council welcomes the report from the
General Affairs Council on the implementation, so far, of the
economic strategy that it had itself laid down in March and
June. In particulalr, it reaffirms the detailed conclusions
from the Joint Council of 16 November 1982 and the Council
(Economic and Financial Affairs) of 15 November 1982.

The European Council fully endorses the need for a
comprehensive strategy for achieving a marked improvement in
the employment situation thrcugh the creation of durable new
jobs. The implementation of this strategy must be
continued comprising a broad range of interlinked and mutually
supportive economic and social policies both at Community and
naticnal level.

To this end the European Ccuncil agrees on the following
priority goals

- reestablishing economic stability

- taking into account the degree of stability achieved,
encouraging precductive activity, and contributing to economic
recovery and structural improvement, particularly throucgh
continued reduction of interest rates and through supprort
for productive investments, especially in innovative sectors

creating more employment opportunities and professional
training possibilities for young pecple to permit a fulfilment

of their justified aspirations. 1In this connection it is

important that thev are given a chance to take advantace of

the opportunities of tomorrow's high technolcgy industries




exploring carefully the possibilities for greater
flexibility offered by the reorganisation of working

time and mobility of labour

strengthening the common market and intensifying action

to eliminate practices and measures which restrict trade

and distort competition

pursuing a vigorous energy policy with a view to saving

energy and diversifying supply

strengthening the European Monetary System; increasing
international coogperation and concertation in the field

of monetary and financial policy and trade ‘policy.

The European Council agrees that a time-scale for
specific actions at Community level should be established
to complement the parallel efforts being undertaken
nationally by each Member State. It therefore instructs

the Council:

to decide, before the end of March 1983, on the priority
measures proposed by the Commission to reinforce the

internal market

to speed up the adoption of the Commission's current and
forthcoming proposals in the field of research, innovation

and energy

to agree rapidly and before the next European Council on
the Commission’s proposal to expand the NCI by a further
7 billion ECU

to give urgent consideration at the next Council (Social
Affairs) to the Commission's proposals for ways and means
to ensure young people professional training or a first

vork experience, and on the reorganisation of working time.

The Council (General Af will repaort to the
European Council in March aon ti implementation of this

work=-programme.




"’ENLARGEMENT

The European Council reaffirms its political commitment to the
enlargement of the Community with Spain and Portugal, The European
Council asks the Council (General Affairs) to press ahead with

the negotiations with both countries as rapidly as possible.

The European Council welcomes the inventory presented by the
Commission which in its view constitutes a new impulse to the
enlargement process,

The European Council stresses the importance of rapid progress
within the Community on a number of important issues in order o
facilitate a harmonious enlargement of the Community. In

particular, the European Council asks the Council (Agriculture)
to complete urgently and before March 1983 the revision of

existing rules for certain Mediterranean agricultural products
on the basis of Commission proposals.

The European Council invites the Commission to explore with

the two candidate countries the introduction of certain measures
in these countries before accession in order to prepare their
economy for accession in particularly sensitive sectors.

The Eurcpean Council asks the Council (General Affairs) to
examine the issues set out in the Commission's inventory

with a view to balanced decisions.

A report on progress will be submitted for its next session,




RELATIONS WITH THIRD COUNTRIES

The European Council stresses that the overriding
priority for the Community's economic and commercial

relations with other industrialised countries will be a
strengthening of international co-operation in all major
areas to counteract recession, with particular emphasis on a
return to a stable monetary, financial and trade situation.

The European Council states the readiness of Member
States to work for a substantial increase of IMF quotas
and their determination to contribute to an early decision
to this effect.

The European Council welcomes the ocutcome of the
GATT ministerial meeting and confirms the Community's
readiness to take part constructively in the continuing
work within the GATT.

The European Council recalls its conclusion of June
that a genuine and effective dialogue should take place
between the United States and the Community in areas of
possible dispute. The European Community is determined to
pursue a constructive dialogue in the appropriate fora with
a view to ensuring solid and confident relations between the
Community and the United States.

It notes with satisfaction the EC/US arrangement on
steel and the lifting of United States sanctions related

to the Siberian pipeline.

With regard to relations with Japan the European Council
was informed on the work already done by the Commission, and
it expects the Council (General Affairs) at its sessiocn in
December to take decisions on the various ways and means of
improving commercial relations between Japan and the Community.




The Community has successfully remained united in the
face of difficult problems over recent months. The European
Council is convinced that unified and coherent Community
positions are more than ever indispensable to achieving the
objectives set out above.

The European Council welcomes the work undertaken
within the Council on the recent important Commission
initiative in the field of the Community's relations with
developing countries. It stresses the importance of proceeding
from this stage towards proposals to be followed up by
Council decisions on priority questions such as the negotiations
for the new ACP-Convention.

There is agreement on the urgent need to bring about
an improvement of developing countries' ability to cope
with their economic and financial problems. This will be
an important factor in favour of international economic
recovery.




COMMON FISHERIES POLICY

The Council noted the progress made in the negotiations
about a Common Fisheries Policy. It emphasised the need
for agreement at the meeting of the Council of Fisheries

Ministers on 21 December,




The European Council
Copenhagen, December 3-4, 1982

EAST-WEST RELATIONS

The European Council reviewed recent cevelopment
relations.

Following the change of leadership in the Soviet Union,
the governments of the Ten emphasized that their relations
with that country will continue to be base? on
principles of firmness and dialogue. Thev call
to make the necessary contributions to_ improve
internationl affairs. The Ten are reacy to respon
to such efforts and to work together with the Soviet

anc the countries of Easterm Europe for a more conms*ructiv

East-West relationship.

Therefore, the European Council expressec
Participating States in the CSCE-NMeeting in Macri take

the necessary decisions to permit the Meeting arrive at an

earlv anc positive conclusion.

With this in miné, the Ten confirmed their commi tment to
real progress in Madrid bv negotiating a substantial an-:
balanced conclucing document which will contain a rrecis
mancate for a conference on disarmament in Europe as well
as further progress within the human dimension of the
Helsinki Final Act. In doing so thev will cooperate with
other allied ané friendlv states including the Neutral and
Non-alignecd Participating States.




Poland

The European Council discussed recent developments in
Poland and noted with regret that a large number of
persons remain in detention, that martial law continues,
and that the free trade union, Solidarity, has been dis-

solved.

It also noted, however, that the recent release of some

internees, including the leader of Soiidarity, might con-
stitute a step towards the fulfilment of the appeal made

by the Ten on January 4, 1982.

The Ten will continue to follow developments in Poland
closely and in particular study the implications of th
possible lifting of martial law, including the conditions

under which this will take place.

Afghanistan

The European Council in particular expressed the view that
the new Soviet leadership could make an important contri-
bution to the improvement of international relations in
general and of East-West relations in particular by re-
assessing its position on the question of Afghanistan.
endorsed the verdict of the international community on the
situation in Afghanistan, embodied in the fourth successive
vote of the General Assembly of the United Nations. The
people of Afghanistan should be permitted to regain their
national sovereignty and independence and the status of a

non-aligned state. o3




It expressed its readiness to support any realistic efforts
to achieve a political solution and recalled the European
Council proposal of June 30, 1981, for a comprehensive

gsettlement of the conflict.

The situation in the Middle East, including Lebanon

Following a report by the Presidency on recent contacts the
European Council discussed events in the Middle East where

two aspects in particular continue to cause deep concern.

First, as regards the Arab-Israeli conflict, the Buropean

Council expressed its disappointment at the delay in grasping

the political opportunity created by the initiative contained
in President Reagan's speech on September 1, 1982, and the
will to peace expressed in the declaration of Arab Heads of

State meeting at Fez on September 9, 1982,

It called upon each of the parties to assume its international
responsibilities without further hesitations. It expects each
of the parties to cease to ignore the United Nations Security
Council resolutions and explicitly make known their approval

of these resolutions.

Secondly, the European Council continued to view the situation
in Lebanon with the greatest concern. It particularly noted
that in spite of the various efforts made by the negotiators
on the spot, no significant progress had yet been achieved
towards the withdrawal of the Israeli, Syrian, and other

foreign forces.




persistence of this situation would constitute a threat to
integrity and unity of Lebanon, carrying serious dangers

the whole region.

The withdrawal of foreign forces could be of a progressive
nature, but should take place within a fixed and short period

of time and under conditions which would permit the Lebanese

authorities to exercise fully their rights of sovereignty over

all of Lebanon.

The Ten have already demonstrated their willingness ﬁo
to the solution of the problems, especially by giving
support to the UN forces and UN observers established
Security Council as well the multinational

to which two of

ty are equally prepared

struction of Lebanon.
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DRAFT CONCLUSIONS

THE ECONOMIC AND SOCIAL STITUATION

The Buropean Council welcomes the report from the General
Affairs Council on the implementation, so far, of the economic
strategy that it had itself laid down in March and June, In
particular, it reaffirms the detailed conclusions from the
Joint Council of 16 November 1982 and the Council (Economic and
Financial Affairs) of 15 November 1982, e

——

The European Council fully endorses the need for a comprehen=
sive strategy for achieving a marked improvement in the_employment
situation through the creation of durable new’?;bg?u?hfégra%gy
mast now“gé“c‘grried out comprising a broad range of interlinked
and mutually supportive economic and social policies both at
Comity and national level,

U el

LThe European Council agrees on the following priority goals:

- reestablishing economic st i1i

Lt TR P

eneo g ."I/“"' 7 "

- Dmg productive activity, and contributing to economic
recovery and structural improvement, particularly through

continued reduction of interest rates and through support for
H
productive investments, especially in innovative sectors

e

_‘,

- strengthening the common market and intensifying actiog. tQ
Entrade “n-vhe

eliminate practices and measures which
Dbt . end -, ~aaTade
l 7o ¢
=[a parallel effort toward_s) the creatisn of more employment
opportunities or professional training for young people,@hereby

meeting the needs of tomorrow's high technology indns-hriesj

- careful exploration of the possibilities for greater flexdbility

offered by the reorganisation of working time amdl a0 biily
rrvidbads e cdloidg  (okows,

= increasing intermational cooperation and concertation in the




The European Council agrees that a time-scale for
specific actions at Community level should be established
to complement the parallel efforts being undertaken

nationally by each Member State. It therefore instructs
pp——

the Council :
— o
- to decide, by the end of April 1983, on the priority

measures proposed by the Comm;ssion to reinforce the COnrnan
internal market Tw A “.i“"“""“

ST s ot S ) -
to speed up the adcption of the Commission's current and
forthcoming proposals in the field of research, innovation u-*k
and energy

cybﬂték-¢fbk"
to decide rapidly on the(?ommission's proposal to expand
the NCI by a further 3 billion ECU

L

to give urgent consideration to the Commission's proposals

for ways and means to ensure professional training or
employment of young people, and on the reorganisation
of working time.

/\/-\

The Council (Gegfras Affairs) will report to the
[
European Council in Jume on the implementation of this

//\
Lu"
Vs

v~

\

4

work-programme.

~




L,.,...u-’; Card
=
ENLARGEMENT "%@t

Lgfby The European Council reaffirms its political commitment to the
enlargement of the Community with Spain and Portugal., The European

Council asks the Council (General Affairs) to press ahead with
the negotiations with both countries as rapidly as possible,
Gusveid pad 7 :
The European Council welcomes the inventory presented by the
Commission which in its view constitutes a new impulse to the
enlargement process,
Nty
The European Council stresses the importance of rapid progress
within the Community on a number of important issues in order %o
facilitate a2 harmonious enlargement of the Community, In

particular, the European Council asks the Council (Agriculture)
to complete urgently and before March 1983 the revision of

existing rules for certain Mediterranean agricultural products on the
basis of the necessary Commission propecsals.

The European Council invites the Commission to explore with

the two candidate countries the introduction of certain measures
in these countries before accession in order to prepare their
economy for accession in particularly sensitive sectors. ’éiid

The Eurcpean Council asks the Council (General Affairs) to

examine the issues set out in the Commission's inventcryﬁi A
report on progress will be submitted for its next session.

g s




pu—
RELATIONS WITH THIRD COUNTRIES ﬁ L S
The European Council stresses that the overriding Gy Ay 2

priority for the Community's economic and commercial * ’
relations with other industrialised countries will be a b ™
s%iqutzzgézg gfuingFrnational co-operation in all major .)/49
areas, with particular emphasis on a return to a stable ﬁLb_ P

] ial and trade situation. }
monetary, financ Jdk-aL.“»_.‘

The European Council states the readiness of Member W% T

States to accept a substantial increase of IMF quotas and '7

their determination to contribute to an early decision to
this effect. % u%ﬂf"1

The European Council welcomes the outcome of the
GATT ministerial meeting and confirms the Community's
readiness to take part constructively in the continuing
vork within the GATT.

The European Council recalls its conclusion of June

that a genuine and effective dialogue should take place
between the United States and the Community in areas of

possible dispute.

It notes with satisfaction the EC/US arrangement on
steel and the lifting of United States sanctions related
to the Sibeiian pipeline. The European Community is determined
to pursue &= constructive dialogue with a view to ensuring
solid and confident relations between the Community and the

United States.

The Community has successfully remained united in the
face of difficult problems over recent months. The European
Council is convinced that unified and coherent Community
positions are more than ever indispensable to achieving the

objectives set out above.

The European Council welcomes the work undertaken
vithin the Council on the recent important Commission
initiative in the field of the Community's relations with

developing countries.




It stresses the importance of proceeding from this stage

tovards proposals to be followed up by Council decisions

S e
on priority questions such as the negotiations for the

2 2 ——
new ACP-Conventiong{a global mediterranean palicy(?nd aid

to non-associated developing countries.

— | -

There is agreement on the urgent need to bring about
an improvement of developing countries' ability to cope
vith their economic and financial problems. This will
be an important factor in favour of international economic

recovery.
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European Council, Copenhagen December 3-4, 1982

Draft Conclusions

East-West Relations

The European Council reviewed recent developments in East-

West relations.

Following the recent change of leadership in the Soviet Union
the governments of the Ten emphasized that their relations with
that country will continue to be based on a policy of L?irmnes
ang7 openness. They call upon the Soviet Union to make the

necessary contributions to improve confidence and trust in

international affairs. The Ten are ready to respond positively

to such efforts and to work together with the Soviet Union
and the countries of Eastern Europe for a2 more constructive

East-West relationship.




Among the fields where the Ten are ready to respond to

a positive Soviet attitude is the CSCE follow-up meeting
in Madrid. Accordingly the European Council expressed
the hope that all Participating States would take the
necessary decisions to permit the Meeting to arrive at an

early and positive conclusion.

With this in mind, the Ten confirmed their commitment to

.
-

real progress in Madrid by negotiating a substantial and
balanced concluding document which will contain a precise
mandate for a conference on disarmament in Europe as well
ags further progress within the human dimension of the Hel-
8inki Final Act. In doing so they will éooperate with
other allied and friendly states including the Neutral and

Non-aligned Participating States.




[jPoland

The European Council discussed recent developments in

Poland.

It noted with regret that a large number of persons re-
main in detention, that martial law continues and that

the free trade union, Solidarity, has been dissolved.

It also noted, however, that the recent release of some
internees, including the leader of Solidarity, Mr. Lech

Walesa, might constitute a positive step towards the

fulfilment of the appeal made by the Ten on January 4,

1982.

The Ten will continue to follow developments in Poland
closely and in particular study the implications of the
possible lifting of martial law, including the conditionj

under which this will take place.

Their profound concern for Poland - expressed in their
declaration of January 4, 1982 - continues to be the
establishment of fundamental liberties, respect for
human rights and for trade union rights, as well as the
resumption of the process of reform implying the resto-
ration of a genuine dialogue with all the representatives
of spiritual and social forces. This would permit the
Ten to develop, as they desire, their relations with

Poland and the Polish people, to whom they have proved

"




their attachment, in particular through the humanitarian

aid being extended to them by their countries and the

European Community.:]




Afzhanistan

The European Council in particular expressed the view
that the new Scoviet leadership could make an important
contribution to the improvement of Fesimllest—and inter-
i apngya) aud Eoa¥ Zweat weldhigns A peeule

national relations, by reassessing its position on the
question of Afghanistan. It endorsed the verdict of the
international community on the situation in Afghanistan,
embodied in the fourth successive vote of the General
Assembly of the United Nations. The Ten reaffirmed their
conviction that the Soviet army of occupation must be
withdrawn and the people of Afghanistan permitted to rega

their national sovereignty and independence and the

status of a non-aligned state.

It expressed its readiness to support any realistic

efforts to achieve a political solution and recalled

the European Council proposal of June 30, 1981, for

a comprehensive settlement of the conflict.




The situation in the Middle East, including Lebanon

Following a report by the Presidency on recent contacts
the European Council discussed events in the Middle East
where two aspects in particular continue to cause deep

concern,

First, as regards the Arab-Israeli conflict, the European

Council expressed its disappointment at the delay in grasping

the political opportunity created by the initiative con-
tained in President Reagan's speech on September l, 1982,
and the will to peace éxpressed in the declaration of Arab

Heads of State meeting at Fez on September 9, 1982,

It called upon each of the parties to assume its internatio-
nal responsibilities without further hesitations and upon
Israel in particular to abandon its illegal policy of settle-

ments in the occupied territories,

The European Council reaffirmed the delcaration to the press
issued by the Foreign Ministers on September 20, 1982, [_It
remains the view of the Ten that the Middle East can enjoy true
bpeace and lasting stability only through a comprehensive
settlement based on the principles of security for all States
in the region, including Israel's right to exist, justice for
all peoples, including the right of self-determination for the
Palestinians with all that this implies, and mutual recogni-

tion by all the parties involved. These Principles are embodied

i




in the Franco-Egyptian draft resolution tabled in the Security
Councilé7 Zﬁhe main principles of this statement are embodied
in the Franco-Egyptian draft resolution tabled in the Security

Council7. .

Secondly, the European Council continued to view the situation
in Lebanon with the greatest concern. It particularly noted that
in spite of the efforts made, especially by the Government of the

United States, no significant progress had yet been achieved toward

the withdrawal of the Israeli forces, nor towards the evacuation

of all other foreign forces.

persistence of this situation would constitute a threat to
integrity and unity of Lebanon, carrying serious dangers for

whole region.

The withdrawal of foreign forces cuould be of 2 progressive nature
but should take place within a fixed and short period of time
and under conditions which would permit the Lebanese authorities

to exercise fully their rights of sovereignty over all of Lebanon.

The Ten have already demonstrated their willingness to contribute
to the solution of the problems, especially by giving their support
to the UN forces and UN observers established by the Security

Council as well as the multinational force in Beirut to which two
‘of their number contribute. The Ten and the Community are equally

prepared to continue to contribute to the reconstruction of Lebanon




Prime Minister

PRESS CONFERENCE/INTERVIEWS

You have agreed to give a press conference when the Council is
over then to give the usual short news interviews to BBC radio
and TV, IRN and ITN.

25 You have also agreed to give BBC radio a short comment

on the 10th anniversary of our accession for use later. IRN

would like to get a similar comment from you. A speaking note

(which you have already seen) is at Annex II.

< {8 The press conference will be held in the press centre which is
housed in an adjacent converted fish warehouse. The radioc and TV
studio is on the first floor so you will have a short walk through

the centre after the press conference to your interviews.

4. I will chair the press conference and select the questioners.
I suggest 30 minutes is ample and I will close it promptly. We

shall not be able to confine it to British journalists.

5. I suggest we meet in the UK Delegation's office before

you go to the press centre.

SUBSTANCE

6. This has been a difficult Council to present because the
main debate - on the economic and social situation - rambled on

without much form or substance; and because the fish and budget




controversies slid away from the media. The main issue

has become protectionism. I would expect this to be the main
topic at your press conference because it can be projected
forward to the Shultz meeting with the Commission next week -
a meeting which is assuming considerable importance in

journalists' eyes.

7 i As you know, President Mittemand is meeting the press

at 1030. We shall give you a line upon what he says.

S Your press conference might however
take place before the Presidency meets the media. You may
therefore have a reasonably clear field to present the Council

on your terms.
9. I attach at Annex I a speaking note for your press
conference based on the draft conclusions you considered at

9a.m.

POINTS OF MEDIA ATTACK

0 The points the media are likely to raise in questions,

under the main topic headings are:

Unemployment /Protectionism

How do you reconcile your concern to protect
industries from the Japanese with your commitment

to free trade?

In spite of all your protestations, are you not

inevitably sliding into protectionism?




why, in view of the importance of the Shultz
meeting next week, did you apparently spend so little
time on the transatlantic trade dimension and

threat of a world tracde war?

What has the Council achieved in view of Mittenznd's
protectionism and Thorm's apparent plan to protect

high technology industries in the EC?

Do you see next week's/December 21st meetings

going into further negotiations?
Will the Danish give in? Will you have to order
the Royal Navy in? Has our fishery protection force
been halved for economic reasons?

Budget
What do you mean in expecting good progress to have
been made before the next Council? Do you want it

settled by then? If not what will you do?

Enlargement

Have you developed the momentum you hoped to achieve?

Any action on Spanish car tariffs?

East/West

What are the prospects for the Andropov era? And

in Poland, Afghanistan?




Would you care to rise to Mr Foot's bait
and make some comment on President Reagan's

MX missiles densepack plan?

Middle East

Arab League Delegation. Will you ever see PLO?

Will vou join the Lebanese peace force?

Other topics arising today

Spy = Why did you not announce expulsion
of Russian Naval Attaché&?

Butter Sales to Russia, since a British Commission

official is quoted today as defending them.

Coalition Will you, as Mr St John Stevas
suggests, form a coalition with SDP/Liberal
Alliance and introduce proportional representation

to stay in office?




ANNEX II

PRIME MINISTER

EUROPEAN COUNCIL

I am going ahead with the usual arrangements for handling the media

after the European Council, namely:

— a Press Conference at a time to be fixed after the Council has

broken up;

- the usual 4 radio and tv news interviews following the Press

—

Conference.

In addition you have agreed to give BBC Radio (Paul Reynolds) a

short interview for a programme they are getting together to mark the

10th Anniversary of our accession. I attach a speaking note for this

_—

interview.

I shall of course prepare you a brief for Saturday morning for the

Press Conference.

B. INGHAM
2 December 1982




DRAFT SPEAKING NOTE FOR THE PRIME MINISTER TO USE
IN AN INTERVIEW WITH THE BBC FOR A PROGRAMME ON
THE TENTH ANNIVERSARY

1. Britain has now been in the Community for ten

years. We joined at the time of the first oil crisis
F 2 :

and these have been a difficult ten years. World

economic growth has slowed and many of the hopes of

the sixties have been disappointed.

2. Even so, the Community has achieved much. It

has grown in world status since Britain Joined.

e

3. We now look ahead to a new decade. My hopes for
the Community in the next ten years are that it will
provide: -
(i) A large and stable area of freedom,
democracy and shared values; unity

in a fractious, fragmented world.

A strong and coherent European voice with

an increasing weight in world counsels.

This is what the world is looking for and

Britain must be a part of it.

A defence against beggar-my-neighbour
policies that would close world markets to

British exports.

An open and growing common market - in

services as well as goods.

a fair and lasting solution to our problem over

contributions;




(vi) Solutions on a European scale to
the challenges that face us in the

fields of energy and the new technologies.

Continuing help with the problems of
the depressed regions and youth

unemployment.

4, Britain's future lies in Europe and Britain is
vital to the future of Europe. We must ensure
that the Community develops in ways which benefit

all its citizens no matter where they live. This

is a challenge to which we should, respond with

vigour and enthusiasm.




i/lr\:r\;ﬁ)( |
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PRESS CONFERENCE SPEAKING NOTE

This has been a very serious-minded. concerned and responsible
Council, concentrating on the economic situation and internationa

trade - a discussion which took up much of yesterday's session.

All of us deeply concerned about jobs - the preoccupation of

this Councils

All of us recognise the need to maintain economic discipline
and to fight inflation if we are to achieve a stable base.
on which to build.

All of us recognise, as the Communiqué says, the need to
strengthen the Common Market and eliminate practices which

distort trade within it.

All of us, the Communiqué says, see the need for increasing

international cooperation.

All of us want to see, as the conclusions state, a genuine
and effective dialogue with the United States. A great deal
of follow-up work is required in transatlantic relations,
especially post-GATT.

The Community is, as the conclusions state, determined to
pursue a constructive dialogue with the United States to

ensure solid, confident relations between us.

I am encouraged by two things:

- first, there is now broad agreement in the Council on the
need to pursue the kind of policy we have held to over
three and a half years in the United Kingdom - a policy

of conquering inflation to create a sound basis for jobs.

/= second, a clear




Second, a clear recognition of the dangers of
protectionism and the need for international cooperation
to avoid it, in an era of deep recession and rising

unemployment.

On that last point, I am very pleased that the Council has
clearly signalled its wish for constructive talks and good
confident relations with the United States.

On other topics, I made clear:-
~
15 Our position on fish; there are no more concessions
to be made and 9 member states are firm on this:;
Our position on the Budget - I want to see very
substantial progress before the next Council in March -

indeed the basis for a fair and lasting solution by that

time.

I believe we have given new impetus to enlargement.

We also reviewed international affairs, in particular two areas:

1% East/West relations. Ready to work for safer and
more productive relationship. We are ready to respond
to any clear evidence that new Soviet leadership
wants to work for this.
Middle East: Very concerned that opportunities for peace
should be seized. 1In particular we look for a change
in Israeli policy in the occupied territories and for
withdrawal of all foreign forces as soon as possible
from the Lebanon.

CONCLUSION

So a serious, hard-working Council deeply concerned about the

/international




international economic situation and one which I believe has

clearly identified our priorities:

To maintain our attack on inflation

To do all we can to resist the pressure for

protectionism.




CONFIDENTIAL

Private Secretary (2)

European Council: Political Cooperation Subjects

i Political Directors have this afternoon produced texts
on the following subjects for inclusion in tomorrow's Summary
of Conclusions:-
(2) East-West Relations:
- General, including relations with the new
Soviet leadership and a reference to the
Madrid Conference
Poland
- Afghanistan

Middle East:
~ The Arab-Israel problem

- Lebanon
(c) Latin America (4 lines only)
I attach copies of the best texts now available.
The Presidency intends to suggest that at dinner tonight

eads of Government should discuss East-West relations and
oreign Ministers the Middle East.

4. In accordance with the usual procedure, the Presidency
will circulate the texts to Foreign Ministers tonight, in

case they wish to discuss them, but not to Heads of Government
at this stage.

MM wida|

3 December, 1982 J L Bullard

cc: Mr Coles (3)
Sir M Butler
Mr Ingham
Ir Evans
Ir Hannay.
Mr Goulden
IIr Shepherd
IMr Smith

-

" CONFIDENTIAL
lMr Brenton




CONFIDENTIAL

DRAFT CONCLUSIONS ON POLITICAL ITEMS

AS AGREED IN THE POLITICAL COMMITTEE

ON DECEMBER 3, 1982.




(GREEK RELEAL )

Text by the Political Committee

European Council, Copenhagen,

December 3-4, 1982

East/West Relations

The European Council reviewed recent developments

in East/West relations. It emphasized that relations
of the Ten with the Soviet Uniéﬁ would continue to

be based on a policy of /firmness and/ openness.

It calls upon the new leadership of the Soviet Union
to make the necessary contributions to the improvement
of confidence and trust in international affairs.

The Ten are ready to respond positively to such
efforts and to work together with the Soviet Union

and the countries of Eastern Europe for a more

constructive East/West relationship.

The European Council envisaged that such a trend in
international relations would have a favourable effect
on negotiations at the Madrid meeting. In this context
the European Council confirmed the commitment of the

Ten to real and early progress by negotiating a
substantial and balanced concluding document, entailing

progress in all fields of the Helsinki Final Act.




.‘,

DRAFT REV. 2

The European Council discussed recent developments in

Poland.

It noted with regret that a large number of persons re-
main in detention, that martial law continues and that

the free trade union, Solidarity, has been dissolved.

It also noted, however, that the recent release of some
internees, including the leader of Solidarity, Mr. Lech

Walesa, might constitute a positive step towards the

fulfilment of the appeal made by the Ten on January 4,

10823

The Ten will continue to follow developments in Poland
closely and in particular study the implications of the
possible lifting of martial law, including the conditions

under which this will take place.

Their profound concern for Poland - expressed in their
declaration of January 4, 1982 - continues to be the
establishment of fundamental liberties, respect for

human rights and for trade union rights, as well as the
resumption of the process of reform implying the resto-
ration of a genuine dialogue with all the representatives
of spiritual and social forces. This would permit the

Ten to develop, as they desire, their relations with

Poland and the Polish people, to whom they have proved

"




their attachment, in particular through the humanitarian

aid being extended to them by their countries and the

European Community.




Afghanistan

The European Council called upon the Soviet Union to

make an important improvement in East-West and inter-
national relations by revising its attitude on the
question of Afghanistan.It endorsed the verdict of the

international community on the situation in Afghanistan,

embodied in the fourth successive vote of the General

Assembly of the United Nations, preceded by the declara-
tions adopted by the Non-aligned Movement and the Islamic
conference. They affirmed their conviction that the
Soviet army of occupation must be withdrawn and the
people of Afghanistan permitted to regain their national
sovereignty and independence and the status of a2 non-

aligned state.

It expressed its readiness to support any realistic

efforts to achieve a political solution.




The situation in the Middle East, including Lebanon

TheEuropean Council discussed events in the Middle East

where two aspects in particular continue to cause deep

concern.

First as regards the Arab-Israeli conflicect the European
Council expressed its disappointment at the delay in
grasping the political opportunity created by the initiative
contained in President Reagan's speech on September 1,

1982, and the will to peace expressed in the declaration

of Arab Heads of State meeting at Fez on September g, 1982,

It called upon each of the parties to assume its interna-

tional responsibilities without further hesitations.

The European Council reaffirmed the declaration to the press
issued by the Foreign Ministers on September 20, 1982. It
remains the view of the Ten that the Middle East can enjoy
true peace and lasting stability only through a comprehen-
sive settlement based on the principles of security for all
States in the region, including Israel's right to exist,
Justice for all peoples, including the right of self-
determination for the Palestinians with all that this implies

and mutual recognition by all the parties involved.




Secondly, the European Council continued to wview the
situation in Lebanon with the greatest concern. It parti-
cularly noted that in spite of the efforts made, especially
by the Government of the United States, no significant
progress had yet been achieved towards the withdrawal

of the Israeli forces, nor towards the evacuation of all

other foreign forces.

The persistence of this situation would constitute a threat
to the integrity and unity of Lebanon carrying serious

dangers for the whole region.

The reaffirmation and continuous reenforcement of the author
ty of the Lebanese Government are indispensable and require
the withdrawal of all foreign forces. This withdrawal could
be of a progressive nature but should take place within a
fixed and short period of time and should cover the whole
Lebanese territory. Withdrawal should take place in accor-
dance with modalities and under conditions which would
permit the Lebanese authorities to exercise fully and without
reservations their normal rights of sovereignty over all of

Lebanon.

The Ten called on all states and forces concerned to comply

with the resolutions adopted by the Security Council.

/2




They consider that the International Community has

a duty to further the search for a solution, making
use in the first place of the competence and resources
of the United Nations, but also of possibilities for

action of individual states.

The Ten have already demonstrated their willingness
to contribute to the solution of the problems,
especially by giving their support to the UN forces
and UN observers established by the Security Council,
as well as the multi-national force, established in

Beirut at the request of the Government of Lebanon.

The Ten and the Community are equally prepared to con-

tribute to the reconstruction of Lebanon.

The Presidency reported on recent contacts with the
parties concerned with a view to promoting a comprehen=-
sive, just and lasting peace settlement. The European
Council confirmed that the Ten will continue to be
active in these efforts and in this context will main-

tain and expand their contacts with all parties.




Latin America

The European Council noted with satisfaction that the

Foreign Ministers have agreed upon certain measures

aimed at strengthening the relations of the Ten with

Latin America, including a programme of Community aid

to Central America.







(v) He should participate constructively in a discussion
of Poland (no explanation of this delphic phrase) and speak
up for Genscher/emd. Colombo.

3 December, 1982 (D H A Hannay)




ALTERNATIVE OPENING TO THE PERORATION

Pete op e Chdly, THELE

MR CHAIRMAN, WE MUST Sitfii=fiff=Giiel WHILE IT IS Akl

THE GOVERNMENT IS DOING EVERYTHING SISkl POSSIBLE TO CREATE
THE ATMOSPHERE OF SUCCESS THAT HAS FOR SO LONG BEEN LACKING

IN THIS COUNTRY.

FOR YEARS WE HAVE ENVIED THE SUCCESS OF OTHERS, WHILE TAXING OUR
WIN e,
OWN %ET OF EXISTENCE. FOR YEARS WE HAVE &=#=6%R MARKET;
o : .
S¥PPORT THE SUCCESS OF OTHERS, WHILE LOSING FAITH IN OUR

ABILITY TO MEET OUR HOME DEMAND OURSELVES.

BUT THERE ARE NOW FORTUNES TO BE MADE BY PEOPLE WHO CAN GET NEW

PRODUCTS INTO THE MARKET PLACE. THE DOOR IS WIDE OPEN FOR

(Zbno h@" =
TODAY'S TO BECOME TOMORROW'S TYCOONS.

IN THE END, MR CHAIRMAN, THE NEW TECHNOLOGY, FOR ALL ITS POWER
AND ITS WONDER, IS NO MORE THAN THE CREATION OF MAN'S

INGENUITY.

/WHEN I WAS IN JAPAN
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NOTES WOR RIIATERAL TAIKS WITH FANFANI, LUBBERS AND

SCHLUETER f—

a serious risk of a trade war with the United

L

2 The Precsidency conclusions on trade must be helpful

Washington, like Shultz, who are doing their best

to those in e !

to prevent the Administration adopting destructive policies.,

5 Hope we can all take a helpful line at our individual

L1

press briefings as well,

UUX RUDGET PROBLEM

4 The budget problem is not ready for discusrsion at this
Council but we must encourage our Foreign Ministers to settle
it as-quickly as possible next year.

framework - in their paper for

the only one that we can see which is
likely to lead to successful negotiations. We all have

probléems with it - but a start must be made somewhere,

6

TO FANFANI:-

7 Would it be helpful to arrange talks between our close
advisers? T will gladly send an official to Rome if you could

a contact who hzs vour corfidence.

/T0 LURBERS




TO0 TURRERS s -

T

etherlands has been helpful to the UK in the past,
interest, and this has been much
continue to cooperate -~ in

: 4y
LY e

T0 SCHLUETER:-

-

T Mr. Ellerman-Jensen did a remarkably good job as

Chaiman of the meetings which solved the problems over the
1982 refunds. I do hope our two countries will cooperate
pre— . - G P " >

in the next round of nerotiations on this issue to prevent

it damaging the Community.

#.m

Stpite ot L e
: B JsEL
N /-2‘




FURTHER NOTES ON OWN

RESOQURCES

o

Ministers of

farmers.

all

mn
20

wider resvonsibilities 0

m

farmersean

and taxpayers

in the world.

2 In our national governments n

Ministers of Agricult to svpend

ure

In the Community we must insist on

for money as at home,

5 We must do first

» 3 - T 4 o
first things

of the trend of expenditure on the

S

we

have to =say chaneges

system as a whole,

public money withou

for the interests of their

f State and Government have

munity citizens, consumers

d for the Community's place

one of us would allow our

_f_

v

limit,

the same standards of value

Let us see an assessment

CAP and the outlook for

of that analysis,

the Commission may

needed in the financial




TITROPE AN TN
..I_H.-fi P__J.._.t U N

il

FISH

v e ' - \ o P T, o A4 L n
How hard do we push: (g ; uanclil tabler? b linner?

What do

ENLARGEMENT

Let France and Germany speak

Ask Thorn to report on agric

it necessary to mention

——
UNITED STATES AND

Must prevent trade war with United States.

European Secretariat have new speaking note for discussion.

BRITISH BUDGET PROBLEM

w e

Make very short statement

deadline in
roahiff
rebuf]

SITUATTION

Avoid confrontation with Mitterrand - Kohl will stop
him going too far.

Some scope for being nice to Mitterrand, eg on his
Versailles technology initiative (Mr Hancock can explain).
STEEL

Mr Lamont will provide a speaki

POLITICAL COOPERATION

The Foreign Secretary will

MWWM::"

2
\ LJJULOJJ AT T4




PRIME MINISTER

CC Foreign and
Commonwealth Secretary

I attended a lunch with the four Versailles Summit personal
representatives from France, Germany, Italy and the United
Kingdom. There were some advance indications of the line that
their Heads of State and Government will take this aftermoon.

Fish

There was no sign of any breaking of ranks. All
agreed that we must maintain a united front.

President Mitterrand's Technological Initiative

Both the Commission and France attach importance to this.
Thorn is going to say this afternoon that technological
co-operation within Europe is the only way to save us from

w -
a collapse of living standards and total dependence on the
United States and Japan, Mitterrand will refer to his
Versailles initiative and the Working Party on which the United

r————

Kingdom is represented by Dr. Nicholson. The Working Party

is to report to the Heads of Government in January and will
propose a number of collaborative projects among the seven
Versailles countries. Some of these are thought to be suitable
for exclusively European participation., The French President

is liﬁgiy to suggest that Versailles exercise be given a
Community dimension by opening these projects to those non-
Versailles Community countries who are interested. (A line to
take on all this is in brief no. 27 )

——

Pipeline and Shultz Non-Paper

The French are ready to go along with any studies about
credits to the Soviet Union, exports of high technology etc

in any appropriate OECD_fBrum; but they will not agree to
ey Ty, o <
any follow-up among the seven Versailles countries.

/New Community




New Community Instrument

France and Italy are extremely anxious that the Summit
gives & political steer to Finance Ministers so that the third
tranche can De agreed carly IoXl T oar The Germans are not
ready to agrem-Me under sharp pressure
over this,

D J 5 HANCOCK

3 December 1982




e DEPARTMENT OF TRADE 1 VICTORIA STREET LONDON SWI1H OET Telephone O1-215 7877

CONFIDENTIAL

Fromthe Secretary of State

John Coles Esq
Private Secretary
10 Downing Street

London SWI
2 December 1982

e

EUROPEAN COUNCIL: PROTECTIONIST AND TREATY INFRINGEMENTS

Following this afternoon's briefing meeting with the Prime Minister I attach the
following: -

(i) "league tables" of Treaty infringements by Member States;

—

(ii) A note on French protectionist measures; and
ﬁ

(iii) A copy of my 26 October letter to Michael Scholar, outlining
e e m
German protectionist measures.

I should emphasise, as the note to the "league tables" explains, that the figures
have to be treated with some caution, and that they do_not relate simply to trade
"crimes'". We believe that the 1981 figures are more trade related. That said,
France and Italy do seem to dominate both tables.

I am copying this letter to the Private Secretaries of the Chancellor of the
Exchequer and the Foreign Secretary.

v(w-g//:am_fdﬂ f
S

—

C;A\./L:

JOHN RHODES
Private Secretary




INFRINGEMENT OF THE TREATY OF ROME

Two tables are attached as examples of the apparent number of Treaty infringements
D

by EC Member States. The first shows allegations of infractions made to the

o —

Commission. It vappeared in 1980, was said to be based on a Commission Working

——— e r——
—

Paper, and was widely quoted at the time. The second shows infringements by

Member States for which procedures had been opened as of 1 October 1981. This

table was produced by a private research organisation, European Research

—

Associates, which also attributed its calculations to a Commission Working Paper.

There is a similarity of "league position" of the Member States in the two tables.
It should be noted that neither set of calculations, or any others which have been
produced, make clear exactly what is being counted. The Commission has said, in
a reply to the European Parliament, that it does not "keep a record of the national
regulations or measures against which it has taken action in order to ensure
compliance with Community law". The figures do not, unfortunately, distinguish
between serious and relatively trivial infringements. Nor is it possible to say how

many of the infringements amounted to a direct obstruction to trade.

Department of Trade

2 December 1982




ALLEGATIONS OF TREATY INFRINGEMENTS MADE TO THE COMMISSION: 1980

Italy
France

Belgium

FRG

UK
Luxembourg}

Netherlands

Ireland

Denmark

TREATY INFRINGEMENTS BY MEMBER STATES FOR WHICH PROCEDURES HAD
BEEN OPENED: 1.10.81

France
Italy
Germany
Demark

Netherlands

Belgium

UK
Ireland

Luxembourg




FRENCH PROTECTIONIST MEASURES

1 A programme of measures "to recapture the home market" (a Socialist
prog p

pre-election slogan) was announced in Paris in December 1981. See Annex A.
—

2 A list of 13 further measures (Annex B) was announced on 20 October 1982

but has apparently not yet been fully implemented. Those marked * appear to be

most significant. In addition, the well-publicised requirement that video-tape-

recorders can only be cleared through customs at Poitiers was announced at the

same time.

3 A member of the Cabinet of M. Jobert, the French Foreign Trade Minister,

told the British Embassy on 29 October that he has a further 50-60 measures "up
——— P

his sleeve" to introduce in the coming weeks. There has been speculation that they
=E

may include an import deposit scheme and more Poitiers-type measures.

4 By way of counter-attack against the widespread international criticism of
French protectionism that has been evoked, the French have prepared and circulated

in Paris lists of "protectionist measures" of a couple of dozen countries including

the UK (Annex C). A recent public opinion poll indicated that 35% of Frenchmen

thought the UK the most protectionist country in Europe; they appear to have been
. ——

influenced by the poultry dispute.
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FRENCH MEASURES TO RECAPTURE THE INTERNAL MARKET

Early in December 1981, the French Government announced a programme
for the "reconquéte du marché intérier! Subsequent press and other
reports said that the plan covered fourteen industrial sectors
including furniture, textiles, toys, footwear, machine tools,
domestic appliances and TV and Radio, For some sectors only, so
far, have specific schemes been announced, Precise details of

all the plans are not known but measures are reported to include
new state aids and measures to reduce imperts (producer/distributor
agreements).,

e The UK joined other Member States in voicing concern at the
potential implications of these measures. The French subsequently
played the matter down., Although they have left some ambiguity
about whether their main interest was to stregpngthen exploitation
of the Community marfket, there is little doubt that their main

- Ty, oramompamrer -+ 3 2 =
preoccupation was The flood gf imports into the home market
following reflationary policles. On 22 June President Mitterrand

was reported &s having tcI@ the French cabinet that the recapture
must be pursued with "fierce determination", DMore recently
Mitterrand has been quoted as describing the policy in terms of
improving the quality of French goods, adapting them to the
requirements of the French market, and "managing public sector
markets" in a manner consistent with these aims,

Be In the UK, so far, agiual complaints of trade distortion have,
perhaps significantly, far from matched the pUblicity Biven to the
French measures, Most vociferous has been the footwear and leather
sector. 50 far we have been able to obtain copies of certain
exchanges between the French authorities and footwear and leather
industries. However, we have not been able to detect concrete
evidence of formal arrangements under which the French are breaching
the Treaty or that they are going any further than we have been in
trying to get domestic suppliers and consumers together in the
Sector Working Party. There is anxiety that we are failing to

match what the French may be doing but we believe, if the Commission
would use its powers of enquiry with vigour, the situation could be
keptT in check, But it is perhaps inevitable that business circles
are anxious about frustration or diversion of trade, and that

some are pressing governments to adopt similar measures,

L, The Commission have been investigating the French measures,

In the Official Journal of 17 June the Commission
announced its intention, pursuant to the state aids provisions of
the Treaty, of making a thorough assessment of all assistance to the
textile and clothing industries in France, It is particularly
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critical of a measure relieving these industries of certain social
security payments, After elght months, however, the Commission
should be ready to make

L

ke a more comphrehensive and de
about the French 'recapture’.
——

efinite statement
Commission
not letting

A reaffirmation by the
that they are carrying out their responsibilities and
the French off the hook should help to allay concern.

Department of Trade

IN CONFIDENCE




GRS 305
UNCLASS IF (ED

FRAME ECONOMIC

FM PARIS 2118142 OCT 2

TO IMMEDIATE FCO

TELEGRAM NUMBER 993 OF 21 OCTOBER 1982

INFO PRIORITY UKREP BRUSSELS, BONH. _

INFO ROUTINE ATHENS, BRUSSELS, COPENHAGEN, THE HAGUE, LUXEMBOURG,
ROME, DUBLIN, WASHINGTON, TOKYO.

INFO SAVING TO UKDEL OECD (PASSED BY PAR|S)

FRENCH TRADE POLICY

1. THE FRENCH COUNCIL OF MINISTERS YESTERDAY APPROVED WHAT THE
COMMUNIQUE DESCRIBED AS A "'FIRST SERIES'' OF MEASURES DESIGNED
TO IMPROVE FRANCE'S EXTERNAL TRADE BALANCE, s :

2. DETAILS OF THE NEW MEASURES, AS DESCRIBED [N THE COUNC IL
COMMUNIQUE, ARE AS FOLLOWS:~.

A. ENERGY SAVING

-

I} A NEW INVESTMENT PROGRAMME FOR ENERGY CONSERVATION IN THE
NATIONAL'ISED INDUSTRIES :

I1) MORE EFFECTIVE APPLICATION OF RULES RELATED TO MIGHT - TIME
{LLUMINATION AND HEATING IN SHOPS AND PUBLIC BUILDINGS

111) INCREASED CREDIT FOR ENERGY - SAVING IN THE LOW COST HOUS ING
SECTOR 2 ' :

B. STIMULATION OF EXPORTS, PARTICULARLY TOWARDS EURCPE, us Aﬁﬁ
JAPAN :

1) EXEMPTION FROM 1983 OF COMPANIES® 30% TAX LIABILITY IN RESPECT
OF EXPENDITURE ON GENERAL OVERHEADS LINKED TO EXPORTS

1) IMPROVEMENT oF CREDIT INSURANCE COVER FOR SHORT TE?H EXPORT
BUS INESS

I11) MORE AD FOR COMMERCIAL INVESTMENT UNDERTAKEN BY SMALL AND
MEDIUM S|ZED FIRMS,

C. NON - ENERGY IMPORTS

1) ALL PRODUCTS soLD |N FRANCE MUST Iy FUTURE SHOW THE|R COUNTRY
OF ORIGIN

i) SURVE ILLANCE oF UNFAIR COMMERC 1AL PRACTICE wITH REGARD TO
IMPORTS TO BE STRENGTHENED AND THE REROUTING OF, GOODS TO BE FIRMLY
SUPPRESSED,




t11) ALL DOCUMENTATION ACCOMPANYING [MPORTS PASSING THROUGH CUSTOMS

TO BE WRITTEN IN FRENCH
—

—

D. OTHER MEASURES

{) NATIONALISED INDUSTRIES TO ESTABLISH BEFORE THE END QF THE
YEAR A BALANCE SHEET OF THEIR FOREIGN EXCHANGE TRANSACTIONS AND TO
ACCEPT PRECISE COMMITMENTS (ON FUTURE DEALINGS) WITHIN THE FRAME -
WORK OF THEIR PLANNING CONTRACTS WITH THE GOVERKMENT

1)y COMMERCIAL NEGOTIATIONS TO BE BEGUN (AND CONTINUED) WITH
SEVERAL COUNTRIES, WITHIN THE. FRAMEWORK OF TRADITIONAL B{LATERAL

- .CONTACTS, WITH A VIEW TO RESTORING BALANCE TO THEIR TRADE W|TH
FRANCE ' :

“1L1) THE TRANSFER OF PATENTS AND LICENCES ABROAD TO BE STRICTLY
CONTROLLED

IV) NATIONAL SERVICE VOLUNTEERS TO BE [NCREASINGLY DIRECTED
TOWARDS OVERSEAS ACTIVITY. : :

3. ACCORDING TO THE COUNCIL OF MINISTERS COMMUNIQUE THESE
MEASURES ARE TO {MPLEMENTED WITHIN SIX WEEKS.

L, SEE MIFT,

FRETWELL .

FRAME CeoNoMIC

EeD (©)
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Protectionist practices emploved by Great Britain

I Barriers.

1 Barriers created by the government

1.1. Customs regulations and practices

- Tariffs: Excise duties preferential to beer rather than wine.
Delays in payment of excise duties discriminating against imported products.

Voluntary restraint agreements with: Jepan, Korea, Taiwan, Singapore, India,

Bongladesh, Poland and Czechoslovakia for about ten products.
- Quantitative restrictions

- Administrative formalities:

Small pumber of customs clearing posts.

The possibility of delaying customs clearance indefinitely in order to verify
the origin of a product.

Special procedures for verifying export licences for China, Portugal, Spain
and Cyprus.

1.5. Consumer protection regulations

Plant health regulations:

Poultry and eggs: market closed for one year.
Pork (swine fever): frontier closed particularly to French products.

Milk, untreated, sterilised, pasturised, UHT. The regulations guarantee

British organisations have a monopoly on processing and distribution.

Spirits: Requirement for a certificate of ageing which closes fh¢market to our
e e

clear spirits.

Standard for denaturing alcohol: Treats ourperfumes and toilet waters in the

same way as alcohol for consumption and thus makes them subject to the duties
on spirits.
\ . vn
The marketing of creme Chantilly in aerosol packs containing vanilla.mf"@‘hbd—ti-

= Origin marking on certain products (clothes, other textile products, footwear,

domestic electrical appliances, cutlery) at the retail stage. These regulations
also apply to products originating in the Community. The publicity documents

relating to these products are also affected.

Origin marking also affects all imported products when the names on the labels
suggest that they could be British products.

Technical controls restricting individual imports of cars.




1.5. Other barriers arising from the public sector

Public sector buying policy

Adaptation of the rules on the awarding of contracts in favour of the lowest
bidders. These arrangements favour British firms.

Organisation of Pri?ilegealinks between British suppliers and public purchasers.
Aim: To direct the supplies from firms and arrange the purchasing programmes of
public bodies to favour the development of certain industrial sectors.

Creation of a special line of credit of £10M for administrations buying British
products likely to be exported.

List of suppliers authorised to tender.

Setting up of a sm=ll administration for public purchasing and for the
centralisation of public orders.

- Purchasing policy for public undertakings.

Coalmining: 97% of purchases are of British origin.

Petroleum exploitation. Setting up of a body (the OSO) to supervise orders

for equipment for the North Sea. The OSO must be consulted when a foreign

company is likely to win an order. It then attempts to find a British

substitute. About 70% of orders go to British undertakings.
Foreign o0il companies must associate themselves with British research bodies

in order to perfect new technigues.

On the other hand, denationalisation in theory means an opening of the markets
of the former public undertakings: railway and telephone eguipment. However,
these markets will be open only for countries open to British exports.

- "Buy British" campaigns set up by the government and managed by a body
representing the government, management and unions.

- Details of imported products given in order to encourage competitive British
offers.

2. Barrieres arising from the private sector

- Participation of management and unions in the "Buy British'" campaign.

- Union pressure in favour of protectionist measures. Threats to boycott
vehicles imported from Spain.

- Purchasing policy of department stores and advertising in favour of British
products. Some state that they sell 90% British products (Marks and Spencer,
Debenhams).

- Company cars: foreign makes have a smaller share.

- Advertising in favour of British agricultural products.
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Michael Scholar Esg ‘V\(

Private Secretary to the Prime Minister

10 Downing Street

London

SW1 ‘ 2. October 1982

Do Mo/

ANGLO-GERMAN SUMMIT: PROTECTIONISM

At her briefing meeting this afternoon the Prime Minister asked

for a note of some examples of what might be termed German

protectionism. —
.

The most glaring relate to the services sector,notably: -

Insurance: - the Germans are among the most rigid
Community countries in their insistence
on retaining national controls, impeding
operation of the proposed non-life
insurance services directive and so
obliging United Kingdom insurance
companies to establish subsidiaries in
Germany rather than write business for
German policyholders direct from the
United Kingdom.

Air Transport: again the Germans are one of themost illiberal
of our partners. Their attitude to the

modest Community reforms that have been
proposed - in respect of both fares and

new services - is dominated by regard to

the cost of support for their railways

and by energy-conservation considerations.




CONFIDENTIAL From the Secretaryof State

Road Transport: the Germans have a very restrictive
quota against movements by lorries
operated by, and from, other Member
States. ™The United Klngdom is
permitted only 40,000 lorry movements
per annum: our quota is particuarly
smalT, 'being based on our pre-Accession
trade pattern. We operate a similar

"quota onlz by means of retaliation.
Germany's quota is only matched in
its severity by the Italians'.

In trade in goods, the German market is in theory as open as any.
However, the operation of their machinery safety regulations
creates, in practice, as the Germans well know, significant
1mped1ments to the sale of foreign machlnery, partlcularly o b G 4
is not constrictedto a German standar

L

A celebrated German non-tariff barrier is the medieval law on the
"purlty Qf bger", which in practice prevents the sale of foreign
beer in Germany. This has, we believe, recently caught
M. Mitterand's attention, and the Commission are at last taking
the matter up in Bonn.

The Prime Minister will no doubt prefer to avoid the area of
public procurement.

I am copying this to John Kerr (Treasury), Brian Fall (FCO) and
to Jonathan Spencer (Industry).

‘\%WM ,

JOHN RHODES
Private Secretary
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MY TELNO 3013 EURCPEAN COUNCIL 3/4 DJECEMBER

1. | UNDERSTAND FROM POSTHUMUS MEYJES THAT LUBBERS IS KEEN THAT
THE EUROPEAN COUNCIL SHOULD BE SEEM TO ACT TO FOLLOwW uP ITS OuN
DECISI0NS. THUS HE WILL BE PREPARED TO ANNOUNCE A YQUTH EMPLOYMENT
SCHEME AS CONSEQUENT UPON THE MARCH COUNCIL. HE WILL ALSO

3E FIRM ON NOT BREACHING THE 1% CEILING, IF THIS SHOULD COME UPR.

2, IF THERE IS FULL DISCUSSION ABOUT FISH (UKREP BRUSSELS

TELNO 4607), THE DUTCH WILL BE FIRM, THOUGH THEY ARE CORCERNED
THAT THIS COULD LEAD TO DETAILED REQUESTS FROM THE DANES FOR E.G.
MORE MACKEREL, POINTS WHICH THEY FEEL MAY BE DIFFICULT TO HANDLE
IN THE COUNCIL,

3. POSTHUMUS MEYJES SAID THAT HE FELT IT WAS PERFECTLY REASONABL




3. POSTHUMUS MEYJES SAID THAT HE FELT IT WAS PERFECTLY REASONASLE
FOR US TO ARGUE (PARA 6 OF MY TELNO 301) THAT wE NEEDED A NEw AND
£ARLY DEADL INE FOR THE UK BUDGET PROBLEM AND THE DUTCH wOULD

SUPPORT THI1S. BUT HE FEZARED THA N ENCE CN MARCH WOULD MAKE

UT H
IT EASIER FOR THE FRENCH TO ¥ VERY HARD LINE,

L, ON EC/US RELATIONS, POSHUMUS MEYJES HOPED THERE wOULD NOT BE
DETAILED DISCUSSION BECAUSE OF THE FRENCH, HE THCUGHT THE
COMMISSION WERE PROCEEDING ON THE RIGHT LIMES AND FELT THAT
DISCUSSION IN THE COUNCIL @WOULD ONLY BE LIKELY TO TIE THE
COMMISSION'S HANDS AND MAKE THEIR TASK MORE DIFFICULT. THORN WOULD
B3E ABLE TO REPORT ON THE COMMISSION'S DISCUSSIONS WITH THE AMER-
ICANS TO THE GENERAL AFFAIRS COUNCIL IN MID-DECEMBER,

5. SCHULTZ WiLL BE COMING TC THE HAGUE ON 11-DECEMBER AND WILL
LUNCH WITH LUBBERS,., IN ADDITION TO SECURITY QUESTIONS, EC/US
RELATIONS ARE ON THE AGENDA, ‘

MANSF IELD

NNNN
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WITH OTHER INDUSTRIALISED COUNTRIES

ommunity worke hard to maintain a common
outcome which was realistic and
Congratulate Commission. But

—

I see a real risk that protectionist

per hand in the United States. What the
weeks will therefore be of major
happened on steel. The pipeline

_ ——— pm———
trading practices were all to

US policy considerations. Shultz
best to fight off protectionism. It is

We must not supply ‘ammunition

speedily on issues like exports
in a pragmatic way. And while
avoid retreating into protectionism

o g 8 s LB n g (-
very careful to minimise the risk that

subsidise still bigger exports of
—

Wﬁﬂﬂ, in a way which would
and which would als
The need to
avoid stimulating an
to taking great care to
with Shultz,Commissio

rontation.

some help from the recent

1ich has gained over 10 per cent

a unit

1l Ue

.

fl ™m Corn i
the unique

to put on

4, Meanw!

protectionism

with

he Communit

completio

it ey

the last month. But in our dealings witt
23

or the developing countries, I think it

Community should operate effectively as

e e e -

avoid unilateral statements and present a

to the new Japanese Government, stressing

Japan's trading patterns are continuing

ing system.

that we should not succumb to
the Community. Whatever our relations
not forget that free trade is what
about. We must work together towards

. 9 k |
ernal market.
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10 DOWNING STREET

THE PRIME MINISTER 2 December 1982

T 23082

L R

Thank you for your letter of 26 November. It was most
useful to have this indication of how you see our discussions
in Copenhagen on Friday and Saturday, and I very much agree

with the way you propose to organise the proceedings,

I note that, in addition to the subjects specifically
mentioned in your letter, you envisage that further issues may
be raised by any Heads of Government. I have now received a
report on the meeting of Fisheries Ministers on 29 November and
I am sure that, as I told you in London, we shall need to have a
thorough discussion about the Common Fisheries Policy. I believe

you will find that others, as well as myself, will wish this.,

A

P i C»Jm

His Excellency Mr. Paul Schiliter, /




Foreign and Commonwealth Office

London SWI1A 2AH

2 December, 1982

s

European Council: Poland

As you know, we received yesterday the Presidency's
suggestions on the agenda for the Eurdpean Council on
3/4 December. Poland is on the list of political cooperation
subjects. o —— :

Both the European Council and the NATO Ministerial meeting
on 9/10 December fall before the anniversary of martial law on
13 December, when, according to the Polish AmbaSsador, martial

aw itse will be lifted and the detainees released, except for
those to be charged with specific offences; both actions to be
subject to there being 'calm' in Poland. Given the Solidarity
Underground's decision to call off the protest actions planned
for 13 December, and also the moderate line now being taken by
the Church and by Walesa, it looks as if this condition may
well be fulfilled.

Against this background, and in the light of the probable
need to refer to Poland in statements and communiques after the
European Council, the NATO Ministerial Meeting and the Foreign
Affairs Council on 13/14 December, we have been considering the
line that the Prime Minister might take in Copenhagen and on
which Mr Pym could thereafter build in BrusSsels.  Discussion
so far in NATO appears to be tending towards a consensus for a
cautiously positive response if the Polish moves are actually
anflounced on 19 ﬁecemﬂe?‘ followed thereafter by a pause during
which the practlcal Tfects of the new measures would De assessed,
together w1tH‘fﬁE_?EEE?TBHS of the PGIish people. The Foreign
and Commonwealth Secretary believes that this is the right approach.
In formal terms, at least, the expected Polish moves would go a
considerable way towards satisfying the three criteria set out
in the 11 January Declaration. But everything depends on how far
the sitfiation im-Poland actually improves as a result.

3
—k

I enclose a note of the elements which Mr Pym suggests might
be worked into pyblic statements following the European Council
and other meetings later in the month.




Mr Pym would be grateful to know whether the Prime Minister
agrees. If so, her briefing will reflect this for the European
Council and he will take a similar line - subject to any new
developments - in his own later discussions in NATO and with
the Ten.

Mr Pym's view is that our overriding aim in all this must
be to maintain Alliance unity. He recognises that to judge the
genuinenesy o oMY rolisn moves on 13 December will not be easy.
However, ifthe moves forecast for 13 December are implemented,
and if they lead to tangible improvements in the situation in
Poland, he believes the West should respond by sending a positive
but controlled signal both to keep Jaruzelski on his present course
and to avoid Poland turning still further towards the Soviet Union.

|

f

7 e Yo 74\

(

(R B Bone)
Private Secretary

A J Coles Esq
Private Secretary
10 Downing Street
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Poland: Public Statements

The following are the elements which might be reflected
in any public statements on Poland by the European Council or
by NATO Ministers.

EC partners/NATO Ministers

A. Wish to stress their desire to maintain and develop

links with the Po}igg_pggplg;

————

Recall the communique of 4 January 1982 or the NATO
Declaration of 11 January; (Any reference to the three
criteria to be inserted in a retrospective context);

Note that the release of Lech Walesa and the Polish
Government's expressed intention to lift martial law
on 13 December are positive developments, but note
also that Solidarity has been dissolved contrary to
the Polish Government's expressed intention to pursue
a policy of reconciliation;

Will continue to follow the situation closely,
particularly on how the Polish Government intends to
implement its promise of lifting martial law;

Draw to the attention of the Polish authorities the fact
that in this regard their actions will be assessed by
their effects;

Reiterate the expectations of the International Community
that the Polish authorities will fulfil their promise
to return to path of renewal and reform;

Hope that the situation will develop in such a way as
to make it possible for the Ten/NATO to resume and
develop the kind of relationship which they would wish
to have with Poland and the Polish people.

CONFIDENTIAL
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Fromthe Secretary of State

CONFIDENTIAL

John Coles Esq

Private Secretary t Prime Minister

10 Downing Street

London

SW1 2 December 1982

EUROPEAN COUNCIL: COMMUNITY RELATIONS WITH OTHER
INDUSTRIALISED COUNTRIES

1 Since Lord Cockfield's minute to the Prime Minister
adding to the brief on this subject, we have heard from
Paris that President Mitterrand's first priority at the
Council will be to reach a common position on the need to
strengthen the Common "Market 1im the race of third country
imports. As well as being predictably muscular on Japan and
the Uhited States of America, the French may refer once more
to their proposals for strengthening the instruments of the
Common Commercial Policy. ——

2 These proposals date back to April, and have been the
subject of considerable work in Brussels. The most
contentious idea is the establishment of a body along the
lines of the United States International Trade Commission,
which could similarly harrass imports. We see quite a 1lot
of merit in the French ideas, although any proposition put
forward by the French needs to be scrutinised with more than
ordinary care. Subject to this, we Wave been working to get
the French proposals into a reasonable shape. But not all
our partners agree. Work in Brussels is nearing its final
stages. There seems little point in trying to pre-empt its
conclusions by decisions at the European Council.

3 I am copying this to the Private Secretaries to Member
of OD(E) and to Sir Robert Armstrong.

- —_—

6“" »
JOHN RHODES
Private Secretary

CONFIDENTIAL
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EUROPEAN COUNCI NCH OBJECTIVES

1

the French President's Adviser on

Community Affairs alled at tl Cabinet Office yesterday as

part of the arrangements for closer contacts between British
and Fren officials that were agreed at the recent Anglo/French
Summit. He described the line that the French President would

be likely to take on number of items to be discussed at the

| S—

Copenhagen

Common Fisheries Policy

2e The French have no wish to offer more concessions to the
. ———— : k — ] ‘ Y L
anes and consider that the Danish Prime Minister should be

subjected to "the right amount of pressure". By this they mean

__.,

that too much pressure could make it politically impossible for

t he weak Danish Government to accept the package now on offer,
t_

. A ) h a

whereas any hint of a willingnes "compromise" would be
ruthlessly exploited by the Danes. Monsieur Morel suggested
that the nine Heads of Government should state clearly that the

choice lay between agreement on the package now on offer and
2 I

national measures; but should not make a great fuss about it

Economic and Socia

™=
|

5. President Mitterrand attaches importance to this item. He

believes that the European Council has a proolem or creoibility.

of inconclusive discussions about
remits to subordinate bodies that
them. Instead, the European Council

realistic actions and endorse

list- is as follows:-

/(1)
1
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(i) Investment. All membe tates should announce

.

their resolve to achieve "a ﬁuFP1C10ﬁt level" of
AR T A
investment. (The nch Pﬂﬂﬂﬂc@ Minister,
w
Monsieur Delors, tri to persuade the Jumbo
ouncil on 16 November to end a mmitment
C 1 16 endorse a co tment
to devote 1% of Community GNP to additional
stment. The French now know that this is

na \
ble. )

agreement that countries with healthy balance

ayments (meaning Germany) should do what Lhe}
) :

to help the CommunIty out of recession.
=1

seemed to think that the Germans

ith some formula on these lines.)

An indication to the Finance Council that it would
be appropriate for them to agree to the third

tranche of the New mmunity strument.

The creation of a Community Working Party on
technology, growth and employment to follow up,

in the Community context, President Mitterrand'

. TR . 5 e ap——"
initiative at the Versailles—Smmmit—{twhiZTH 1s

.

— - .
now being followed up by a Working Party of the

countries).

An invitation to the Commission to make proposals

for spending more Social Fund money on youth

employment and retraining. The French see this as

- —4
1

ging forward one of the new developments which

be expected to result from the impending review

Social Fund

An invitation to the Commission to arrange for its
"Tripartite Sector Committees™" (which include
representatives of employers and employees) to
examine t© SCOT for the reduction of working

hours ii arious particular industries; and also to
study the social consequences of technical change in
those industries.

2 V-
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Enlargement
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DEPARTMENT OF TRADE 1 VICTORIA STREET LONDON SWiH OET Telephone 01-215 7877
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From the Secretary of State

CONFIDENTIAL

John Coles Esqg
Private Secretary to the Prime Minister
10 Downing Street

London
SW1 | December 1982

:Elj N {Ii;be.}

EUROPEAN COUNCIL: THE GATT MINISTERIAL MEETING

1 This letter supplements the brief on "Community Relations
with other Industrialised Countries" which was completed before
the outcome of the GATT Ministerial Meeting was known.

2 First, the GATT meeting itself, though it came close to
failure, managed to produce a realistic <declaration and
commitment to wuseful studies, notably on services and trade
between the devel®pea amd developing countries. The out®dme
could have been much worse. The EC was seen as unhelpfully
intransigent, but in fact its attitudes were no more ‘entrenc
than those of the United States or some of the developing
countries. Any follow-up should be a matter for the Foreign
Affairs Council, not Heads of Government.

m———
3 EC/United States relations came under strain on agriculture
because of the United States' insistence on getting their way on
agricultural subsidies. In the end, however, they compromised, a
study being agreed, but the EC declining to commit itself to a
urther round of negotiations on trade in agriculture. This
outcome served the purpose of this Meeting. However, the
underlying disagreements, particularly over the effects of the
E&ﬁ. remain. It is not yet clear to what extent the compromise
will sATisfy United States hawks. In my view they are likely to
be critical. It will therefore remain important for the EC to
work to avoid an all-out confrontation on this issue. We
ourselves of course have a very considerable stake in the matter
as the CAP also lies at the heart of the Budgetary problem.

B If relations were strained on agriculture, EC/United States
relations on services were harmonious, largely as a result of
United Kingdom eITorts to keep the EC position open. Whether this
success will be enough to satisfy United States domestic concerns
is still uncertain, but the United States has certainly avoided
failure on this issue.

CONFIDENTIAL




From the Secretaryof State

CONFIDENTIAL

S Unsurprisingly, since this was a multilateral negotiation,
and not a gathering of like minds, the reference to Japan in the
Ministeral document is veiled. This makes it all the more
important for the EC to continue to press Japan bilaterally to do
something to reduce their trade surplus.

b I am sending copies of this 1letter to the Private
Secretaries to the membes of OD(E) and to Sir Robert Armstrong.

JOHN RHODES
Private Secretary

CONFIDENTIAL
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TELEGRAM NUMBER 4607 OF 1 DECEMBER 1982
INFO PRIORITY COPENHAGEN ROUTINE THE HAGUE ROME DUBLIN PARIS BONN
LUXEMBOURG ATHENS
INFO SAVING TOKYO

COREPER (AMBASSADORS) 1 DECEMBER
PREPARATION FOR EUROPEAN COUNCIL

SUMMARY
1. CLEAR THAT THERE WILL BE DISCUSSION INTERNAL MARKET AND JAPAN.
| GAVE NOTICE OF PRIME MINISTER'S INTENTION THAT THERE SHOULD BE

A FULL DiSCUSSION OF FISH,.
—

DETAIL

2. THORN (PRESIDENT OF COMMISSION) SAID THAT HE INTENDED TO SOUND

A NOTE OF ALABM AT THE EUROPEAN COUNCIL ABOUT DEVELOPMENTS IN THE
INTERNAL MARKET. HE WARNED AGAINST A PUBLIC EXCHANGE OF REPROACHES.
IF HEADS OF GOVERNMENT ARRIVED IN COPENHAGEN WITH FILES OF COMPLAINTS
AGAINST OTHER_MEMBERS, THEY SHOULD DISCUSS THEIR GRIEVANCES IN
PRIVATE.

3. AFTER A DIVERSION ON THE FORTHCOMING TALKS BETWEEN THE COMMISSION
AND THE USA (SEPARATELY REPORTED) THORN SAID THAT THE COMMUNITY




AND THE USA (SEPARATELY REPORTED) THORN SAID THAT THE COMMUNITY
MUST KEEP UP THE PRESSURE ON THE JAPANESE, WHO SEENED TO PAY LLTTLE
ATTENTION TO US. RIBERHOLDT (PRESIDENCY) SAID THAT THE PRESIDENCY
DID;‘{E AT PRESENT INTEND TO INCLUDE ANYTHING ON LP;\N IN THE
EUROPEAN COUNCIL'S CONCLUSIONS. THE FOREIGN AFFAIRS COUNCIL WOULD
BE DISCUSSING ON 13/14 DECEMBER, THORN SAID IT WAS |IMPORTANT TO

GET RESULTS OUT OF JKPAW, BOTH BECAUSE OF THE IMPORTANCE OF THE
PROBLEM TTSELF AND IN ORDER TO SET AN EXAMPLE FOR THE NICS, BUT

HE DID NOT PRESS FOR CONCLUSIONS IN COPENHAGEN. o

4o | THEN SAID, AS INSTRUCTED (YOUR TELNO 837), THAT THE PRIME
MINISTER WOULD EXPECT TO HAVE A FULL DISCUSSIO Ha POENSGEN
(FRG) SUPPORTED ME. RIBERHOLDT SAID THAT HIS PRIME MINISTER WOULD
—— Se———

NOT RAISE THE SUBJECT BUT EXPECTED THAT OTHERS WOULD. PERHAPS T

COULD BE DISCUSSED OVER DINNER. ) SAID THAT (T MUST BE I} _FORMAL

SESSJON, THERE WAS GENERAL SUPPORT. (RIBERMCLDT CONF|RMED TO ME

AFTERWARDS THAT FISH WwOULD BE TAKEN N FORMAL SESSION.)

S5« RIBERHOLDT THEN SAID THAT THE TRADE UNMIONS HAD BEEN UNAZLE TO
ACCEPT THE USUAL INVITATION TO MEET THE PRESIDENT OF THE EUROPEAN
COUNC|L BEFOREHAND, THOUGH THE EMPLOYERS HAD ACCEPTED. THORN SAID

THAT THE UNIONS HAD TOLD HIM THIS MORNING THAT THEY HAD ‘AGREED

TO MOUNT A CONCERTED CAMPAIGN OVER UNEMPLOYMENT AGAINST ALL THE

MEMBER GOVERNMENTS AND THE COMMISSION. BUT THEY WERE ALSO PREVENTED
FROM ROTNG Y0 COPENHAGEN BY CLASHING ENGAGEMENTS. RIBERHOLDT SAID
THAT THE PRESIDENCY THOUGHT THE EUROPEAN COUNCIL WOULD ENDORSE THE
CONCLUSIONS OF THE ECOF IN AND JUMBO COUNCILS AND AGREE A WORK
PROGRAMME ON INTERNAL MARKET, INVESTMENT, AND SOC|AL MEASURES AS
AGREED IN THE JUMBO COUNCIL CONCLUSIONS.

FCO ADYANCE TO:-

FCO = PS, EVANS, HANNAY, DE FONBLANQUE
CAB =  HANCOCK

DOT =  GRAY

MAFF =  MASON, POOLEY

TSY -  COUZENS, LITTLER

NO 10 - COLES

FCO PASS SAVING TOKYO

BUTLER

SENT AT 01/1924Z ERW




Foreign and Commonwealth Office

London SWI1A 2AH

1 December 1982

With your letter of 30 November, you enclosed a letter from
the Prime Minister of Denmark to the Prime Minister about the
European Council. I attach a draft reply for the Prime Minister
to send, which has been agreed by all the Departments to whom your
letter was copied. As you will see, the only substantive point
we recommend the Prime Minister to make is about fisheries.

Mr Schluter says that the Presidency will report on the
budget problem but that he does not envisage any substantial
discussion. This will enable the Prime Minister to speak on the
subject and we see no need for her to comment further in her
reply to Mr Schluter. To do so we would only alert others and
increase the chances that they will come to the Council armed
with lengthy, defensive speeches.

I am copying this letter to the recipients of yours.

{
L L — e~

Zr‘l }\._(‘. N / e
(R B Bone)
Private Secretary

A J Coles Esq
10 Downing Street




DRAFT: RN/ letter/RRERHKIEXIESHRRKEMREX TYPE: Draft/Final 14

FROM: Reference
The Prime Minister

DEPARTMENT.:

SECURITY CLASSIFICATION £ Your Reference

Mr Schliiter
Top Secret _ s

Secret
Confidential
Restricted

Copies to:

Unclassified

PRIVACY MARKING SUBIJECT:

Thank you er yvour letter of 26 November, It was most

useful to have this indication of how you see our

discussions 1n Copenhagen on Friday and Saturday, and
I very much agree with the way you propose to organise

the proceedings\

I note that, in addition to the subjects specifically

mentioned in vour 1etter, you envisage that further issues
A\

may be raised by ani_Heads of Government., I have now
received a report on\the meeting of Fisheries Ministers
on 29 November and Iaﬁ_ﬁurethat, as I told vou in London,
we shall need to have a thorough discussion about the
Common Fisheries Po]icy.X I am—sure—that you will find

that others, as well as mﬁself, will wish this.
\

\

‘\l
i\
\ /‘\—- v

Enclosures—flag(s)







10 DOWNING STREET

From the Private Secretary 30 November , 1982

Yews oy,

I enclose a copy of a letter to the Prime Minister
from the Prime Minister of Denmark. Although this is dated
26 November, it has just reached me.

European Council

I should be grateful if you could let me have early
advice, coordinated with the other addressees of this minute,
on the reply which the Prime Minister might send.

I am copying this letter to John Kerr (Treasury),
John Rhodes (Department of Trade), Robert Lowson (Ministry of

Agriculture), Barnaby Shaw (Department of Employment) and
David Hancock (Cabinet Office).

Yon 29
$0 _ (L. .

R. B. Bone, Esq.,
Foreign and Commonwealth Office




PRIME MINISTER

Statement on the European Council

I do_not think there is any way of avoiding an oral statement
H e
on the European Council. You will remember that Mr. Foot was

adamant in his demands for an oral statement after the last

Council.

The earliest day for a statement would be Monday. However,
R e A T e

we have unfortunately arranged a military .briefing on Gibraltar

and Belize at 3.30 that afternoon, and it would be vefg_difficult
‘h.._____._-ﬂ

to rearrange this. I think we could defend your making a statement

on Tuesday, given that Tuesdays and Thursdays are days on which

h—‘
the Prime Minister traditionally answers Questions in the House.

Agree that we should aim for a statement on Tuesday?

(e

29 November, 1982

SECRET




November 26, 1982. Priae Nusdl
o LJ._’ 231}*—2 a

ok Andk oyt A4S

Dear Mrs. Thatcher,

-

As President of the European Council I have, like
many of my predecessors, found it useful, prior to
the meeting, to let my colleagues know my ideas con-
cerning the arrangement and the objectives of the
meeting in Copenhagen on December 3 and 4, 1982,

—
Like me, some of the participants are attending a
meeting in the European Council for the first time.
This fact also adds to the desirability of a briefing.

——— e

I consider it essential that the general message which
should emerge as the result of our discussions is a
clear statement of the wish of the Heads of Govern-
ment for a concentration of our common endeavours
concerning the fundamental economic and social problems
and the challenges which the Community faces. It is
in everybody's interest not to i negative
Judgement of the Community by concentrating thelr
attention around disdgreement about special issues
of minor importance.

As you will know, the following points are expected
as subjects of discussion within the Community fields:

- the economic and social situation
——

- the enlargement of the Community
——
-I Community relations to the other e
industrialized countries. = J &N &,

To this list should be added any further issues which
might be raised by any Head of Government.

The three issues mentioned above are very closely
interconnected.

In particular concerning the point "the economic and
social situation" it is my opinion that we wourld pDene-
fiT by DUITOINg upon the conclusions which were the
result of the recent joint meeting of the Ministers
for Economy, Finance, Labour and Social Affairs as
well as of the Council ("Ecofin"). If any of my col-
leagues should wish to raise special questions in this
field this will, of course, be possible.

o v




It would be natural for us to stress the fact that
the endeavours of the Community concerning the co-
ordination of the national efforts as well as the
endeavours at the Community level have the clear
objective of bringing about a reestablishment of
the economic and monetary stghility which would
make a4 substantial improvement of the employment
situation possible. It is, moreover, important that
the European Council underlines the wish that the
conclusions are followed up by expedient proceedings
of the Commission's proposals in a number of central
areas. This, first and foremost, applies externally
where the Community should aim at a more.energetic
effort in order to counter the dangers which threaten
°)the international monetarx sxstem..@econdly, it applies
internally, where e commission in its reports to the
European Council has pointed out such priority tasks
including not least the need for a completion of the
Common Market and the need to further actions aimed
at strengthening investments, in particular in priority
sectors as energy, research and development.

Concerning the question of the enlargement of the EC
with Portugal and Spain I hope that we can join the
constructive assessment presented in the Commission's
statement that the enlargement problems primarily will
be found in the internal preparations of the Community
with a view to facilitating the two coming member coun-
tries' harmonious entry into the Community. The fact
that the Community makes a serious effort to solve these
problems should, of course, be considered as something
positive in relation to the enlargement.

As to the point "Community relations to the othgr in-
dustrialized _couptries® it 1s clear av our relations
to USA and Japan play a prominent part. I hope that we
shall be ablggfﬁ reach agreement on conclusions which
demonstrate that we are ready to make our contribution
to secure a positive development of these relations and
at the same time create conditions which secure the
interest of the Community., In this connection the in-
ternal development of the Community is of decisive

importance,
——————

Considering the crucial importance of foreign trade to
the Community, we must attach great importance to the
confirmation of the general adherence to the interna-
tional trade system at the Jjust concluded GATT ministe-
rial meeting, Thus it is important that we succeeded in
reaching an agreement on a final document. We regret,
however, tha e character o e texXt concerning agri-
culture made it necessary to express the EC's views in

a special statement., On that occasion no progress was

p—

P




thus made towards a settlement of the threatening
conflict with USA in this field. It is, on the other
hand, my hope THIZT on cthe pasis of the positive
results which have, all in all, been achieved con-
cerning the other problems we discussed at the meeting
of the European Council in June, we shall agree on a
statement from the European Council expressing our wish
that this development be continued in such a way that
by mutual efforts normal, coniident relatlions between
the Communicy and our American ally can be established.
— P ——
The Presidency will give a short, oral report on the
ongoing work on the Genscher/ColomBd~initiative con-
cerning the European Act. However, it is not the in-
tention at this meeting of the European Council to have
a substantial discussion on this subject.

The Presidency will, moreover, give a brief report on
the agreement reached on the further proceedings con-
cerning the budget pr ems, On this point I do not
envisage any substantial discussion.

As usual, the European Council will also take note of
the two annual reports on progress made towards the
FEuropean Union.

I would, moreover, find it natural if the European
Council, as is the common practice, also at this
meeting discusses matters which are under considera-
tion within the framework of the European Political
Cooperation (EPC).

In this connection I find that East-West relations

must be accorded the highest priority. One of the

main reasons for this is of course the recent change

of leadership in Moscow, where I suppose we are all
looking for signs of a more constructive and coopera-
tive attitude. This may also apply to the Madrid meeting,
which we should presumably discuss in any case. But

also the current situation in Poland and the Ten's
relations to this country are of continuous interest

to us.

Furthermore, it seems reasonable to discuss the situa-
tion in the Middle East including the ways in which
the Ten may contribute to preserving the momentum in
the peace process which was initiated by President
Reagan's speech on September 1, 1982, and the state-
ment adopted by the Arab Heads of State and Government
at the Fez summit on September 9, 1982,

el




As to the practical planning of the meeting, it is
my intention to try to conclude the discussions

about the three subjects within the Community area
on Friday STternoon so that on Saturday we can con-
centrate partly on the Presidency's conclusions con-
cerning these discussions, partly on discussions of
the other subjects. It is not my intention to propose
specific and in advance prepared items for discussion
during and after our dinner in the evening, The ori-
ginal character of these conversations as informal
fireplace talks is in my opinion the right form, We
might for instance discuss some of the EPC issues

I have just mentioned.

I hope that you agree on these views about the forth-

coming meeting and look forward to receiving your
comments and proposals.

sincerely,

(signed) Schliiter




10 DOWNING STREET

From the Private Secretary

MISS WILKINSON
CABINET OFFICE

Thank you for your minute of 26 November.

I agree with the list of participants

you propose for the Prime Minister's pre-

Council briefing, except that the Private

Secretary to the Foreign and Commonwealth

Secretary is not invited on these occasions.

26 November 1982




Ref: A082/0289

CONFIDENTIAL

MR. COLES

European Council, Copenhagen: 3rd-4th December

Prime Minister's Briefing Meeting,
2nd December at 4.00 pm

Now that the composition of the United Kingdom Delegation to
the European Council has been decided (your letter of 17th November
to Mr. Bone), and the subjects likely to be discussed at the Council
are clearer, you will wish to decide who should attend the Prime

Minister's pre-Council briefing meeting at 4.00 pm on 2nd December.

2. The Prime Minister will no doubt wish to invite the Foreign and
Commonwealth Secretary, the Chancellor of the Exchequer, the
Secretary of State for Trade, the Secretary of State for Industry
(on Steel), the Minister of Agriculture, Fisheries and Food if the
Common Fisheries Policy has not been settled. As the outcome of the
General Agreement on Tariffs and Trade (GATT)Ministerial Meeting
is likely to be raised at the European Council, she may also wish
to invite the Minister of Trade who will have represented the United
Kingdom at the GATT Ministerial Meeting. In addition, it would be
appropriate to invite the following officials who will be attending

the Council:-

Sir Julian Bullard

Mr. Richard Evans

Mr. David Hannay

[Ehe Private Secretary to the Foreign and
Commonwealth Secretary

Sir Kenneth Couzens

Sir Michael Butler

Mr. David Hancock

Mr. William Mason (MAFF - if the fisheries question

has not been resolved).

3. It would also be appropriate to invite Mr. Robin Gray, who is
accompanying Mr. Rees to the GATT Ministerial Meeting.

CONFIDENTIAL




CONFIDENTIAL

4. Sir Robert Armstrong would also wish to attend the briefing

meeting, even though he will not be going to the Council.

Ofwd)s kwdkw%

Lindsay W11k1nson

26th November 1982
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Mr Kerr, H M Treasury
Mr Fall, FCO

Mr Lowson, MAFF

Sir Robert Armstrong

EUROPEAN COUNCIL: COMMUNITY BUDGET PROBLEM

I refer to the brief on the budget problem - EHG(C)(82) 11,
copy attached. I should like to call the Prime Minister's
am— -

attention to three of its tactical recommendations which may

—
need some explanation.

The own resources ceiling

2. In paragraph 6 of the Points to Make, the brief recommends

the Prime Minister to use the

"« « « the essential requirement is effective control
= e S
over the growth of surpluses and of CAP expenditure.

We take the view that the present own resources will

be sufficient even after enlargement.”

This passage has been drafted to avoid both:-

(i) committing the United Kingdom to any increase

in the funds available to finance Community

expenditure; and also
- e e

(ii) € giving the impression that our minds are closed

to any change in the Community's financial system.

-

2. To go as far as (ii) would be a tactical mistake. We need
e e

a fundamental reform of the Community's financial system in
order to secure a lasting solution to our budget problem. We
also need to break down resistance in the other member states to

giving us what we require on the budget. Some of the other

. e —— - .
Heads of Government are genuinely worried that the 1% ceiling

will frustrate the development of the Community and cause their

4 /farmers
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farmers to suffer because FEOGA has run out of money.

4, The point is one of presentation and psychology and not

.“'
of substance. The Treaty gives us an absolute veto over any
: ————— ! -
increase in own resources and the others all know it. (The

Luxembourg Compromise is not relevant to this decision.) We
should arouse unnecessary hostility if we gave the impression

that we would veto an increase in own resources no matter what

the merits of the case. We have lots of good arguments on our

side. We can point out that it is the QAP and not enlargement
e
that constitutes the threat to the 1% ceiling. The other

member states cannot deny that the Community has so far failed

to take effective action to curb agricultural surpluses which

are the cause of the problen.

Review of the Community's financing system

c

5. The Commission or the Presidency may invite Heads of
— — ] L

Government to comment on the Commission's proposal to conduct

a "thorough review of the Community's financing system" and

make proposals next Spring. Paragraph 7 of the Points to Make
———— T e

suggests that, if required to comment on this point, the Prime

Minister should say:-

"We are certainly prepared to discuss the Commission's

proposals for changes to the Community's financial

system, but I am not prepared today to agree that,
e

regardless of what is done about CAP expenditure,

new money will be needed."

—

6. This formula would leave us free to advocate changes in
the revenue and expenditure sides of the Community budget which
would solve the problem of our net contribution without increasing

.
—

our gross contribution.

Lnnnt >
2
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timetable for a solution to the UK problem

7. On this point the brief in paragraph 4 suggests that

the Prime Minister should try to persuade Mr Schlueter to

say in his Presidency conclusions that the European Council

has asked Foreign Ministers to find a solution to the problem

before their next meeting (ie the first European Council under

he end’ of
S . . -

March). The Prime Minister should not make an issue of this

e ———— e e £ -

because it is quite probable that President Mitterrand would

the German Presidency, at present scheduled for t

not agree and we do not wish to be seen to have been rebuffed.

8. If the attempt to get suitable words in the Presidency

conclusions failed, the Prime Minister could say (both in
S

the Council and to the press afterwards) that, if the Foreign

Ministers failed to solve the problem bhefore the pnext European

Council, then a serious situation would have arisen which

would require priority attention at that Council.

9. The background to this advi is that the French Minister,

Monsieur Chandernagor, refused to agree to a new deadline

when the Foreign Secretary 2 | for one at the Foreign

Affairs Council on 22 November. President Mitterrand may

= ﬂ ! f )
well take the same line at Copenhagen and, if he did, he
E————

would not be likely to give way.

-

DH-

D J S HANCOCK

26 November 1982
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EUROPEAN COUNCIL, COPERHAGEN, 3 -

Thank you for your minute of 2 November,
that it will be acceptable for

the European Council to reach
by noon on Friday, 26 November,

November
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European Council, Copenhagen, 3-4 December

The preparation of the briefs for the
next European Council is now being set in hand.
I should be grateful for your confirmation
that it would be acceptable if they were to
reach you by noon on Friday 26 November,
although, as usual, it may be necessary to
delay the submission of briefs on certain
fast moving subjects. We will also provide
advice on who might be invited to the
briefing meeting on 2 December once a decision

has been taken on those attending the European

4,

R P HATFIELD

Council itself.

2 November 1982
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Foreign and Commonwealth Office

London SWI1A 2AH

24 September, 1982

Speeches in Europe

At OD on 22 July it was agreed that there would be value
in a series of Ministerial speeches during the autumn, which
would both firmly state our case on the budget but would, at
the same time, set out in a positive fashion our views on the
future development of the Community. Our principal aim would
be to influence Community opinion in the context of the budget
negotiations. Z

The first two speeches in this series - Mr Pym's in Copenhager
on 10 September, and Mr Hurd's in Brussels on 20 September - have
now been delivered. The rest of the programme is shaping up as
follows:

Mr Baker Paris 28 September

Mr Tebbit The Hague 4 QOctober

Mx» Walker Paris 5 October (not yet confirmed)
Mr Prior Rome 12 October

Mr Rees Bremen Mid-October (not yet confirmed

Sir Geoffrey Frankfurt 28 October (not yet coniirmed)
Howe

Mr Heseltine Antwerp 3 Nevember
Mr Rifkind Luxembourg 11 November
Mr Lawson Bonn 29 November

The first two speeches have set the stage for a more
detailed elaboration of positive British thinking in the fields
for which the individual Ministers concerned are responsible.

Mr Pym does not suppose that such a programme of speeches will
make the budget negotiations/tough and difficult than they would
otherwise be; but he remains”convinced that we should do all we
can to influence European opinion if we are to achieve our aims.
As the going on the budget gets rough, as it certainly will, it
will become all the more important to bring out the positive role
we wish to play in the Community as an antidote to the negative
response which the budget negotiations will certainly arouse.

CONFIDENTIMAL /Mr Pym
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Mr Pym feels that the exercise would pay much greater dividends
if the Prime Minister were seen to be personally involved in it.
He therefore hopes that she will agree to appear on German and
French TV at the time of the Anglo-German Summit on 28/29 October
and the Anglo-French Summit of 4/5 November. Press interviews
and signed articles for the press, to coincide with these Summits,
would also be most valuable. In addition the Prime Minister may
wish to consider using a speech - or part of a speech - to bring
together the various themes and ideas developed by other Ministers.
This could be done either in Europe or at home. Late November
must be the ideal time to wrap up the programme of speeches before
the Copenhagen Summit on 3/4 December; but there would be value

in such a speech even after the Copenhagen Summit - perhaps to
mark the 10th anniversary of British Community membership (which
falls in the new year), in a way which lays emphasis on the
challenges of the future. -

ﬁ%/4¢1! Ly
/

(B J P Fall)
Private Secretary

M Scholar Esq
Private Secretary
10 Downing Street
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