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STEERING BRIEF
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INTRODUCTION

1. The impasse over the Common Fisheries Policy résulting from
Danish refusal to accept the package agreed by the other nine
Member States is ljkely to remain when the European Council meets.
On our budget problem, the end-ﬁbvember deadline for ;-ESTﬁfTbn
will pot have beep met and the European Council will receive a
report of the Foreign Affairs Council's decision on the handling

of the Commission's paper. The enlargement negotiations remain

substantially becalmed: the Commission's recent paper to Heads of
Government put forward some new ideas and it will be important to
ensure that any guidance the European Council produces is on the

right lines.

2. This meeting does at least come at a time when the Member

-

gtates can derive a modesfamount of satisfaction from having

worked together effectively over a number of important pgablems.

In recent months solutions have been found to problems with the US

over steel and the pipeline; the difficulties over our refunds for
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1982 have been sorted out and the Commission paper on the budget
problem for 1983 and later is on the table. With the exception of

=
Greege, the Ten showed solidarity with us by not supporting the

Latin American resolution on the Falklands.

3. A dominant worry in the minds of all present will be the
I Uy
continuing world recession, the problems of unemployment

associated with it, the poor prospects of early or rapid recovery,

the threats of trade protectionsim which have been growing, and

continuing anxieties about the international financial framework.

4. Since the last meeting in June there have been several changes .
. —_— - h.

of government in the Member States and thus in the membership of

IO

the European Council. Of those who attended in June, apart from

h e
the Prime Minister, only Mitterrand, Martens, PaEandreou and
P e

Werner are sure to be there. Haughey will be present but his
future is dependent on the outcome of the elections, which should

be known on 26 November. The newcomers (Kohl, Schlueter and
i e S—
Lubbers) all represent new centre-right governments. Of these,
g, =0 =
the Dutch Government appears the most securely based, at least for
R e

T
the next six months, while the German faces elections in March and

————— : : F R .
the Danish Government has difficult decisions to take on its
national budget as well as the Common Fisheries Policy. It is not
yet clear who will form the Italian Government following Signor .

Spadolini's resignation.
e = —— P R =

AGENDA AND DOCUMENTATION

5. The following are likely to be the main subjects:

i) Economic and Social Situation. In addition to the
usual paper by the Commission on the Economic and Social

situation, the Council will have before it a Commission
R : : ’
paper on investment which also deals with the internal
aE————c i

market and a report by the Presidency covering the

conclusions of the ECO/FIN Council on investment and of the
“
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Joint ECO/FIN/Social Affairs Council (the "Jumbo" Council)
on economic policy more generally. One subject for
discussion is likely to be current problems facing the

international financial systefu ——

e e s T e B YA e

Enlargement. The European Council will have before it the

Commission's inventory and report on enlargement which were
called IOr at the last meeting of the Council in June.

e T P T RS L S S L T

Community Relations with other Industrialised Countries.

This is intended to cover EC/US relations. There is also

likely to be discussion of other international trade issues
and protectionism for which the French in particular have

called.
T

Political Cooperation. The main focus of discussion is
likely to be on Poland, the CSCE, East-West relations post
Brezhnev and the Middle-East.

The Genscher/Colombo Proposals. There will probably be an

oral progress report by the Presidency but there should be
no need for substantive discussion. The Germans are likely
to indicate that they will give this a high priority under

their Presidency and may seek agreement in principle to
early decisions being taken.

European Union. Heads of State/Government will be invited

to take note of the Foreign Affairs Council's annual report

on European Union. This is a routine procedure; there

should be no need for discussion.

Common Fisheries Policy. The Presidency have declined to
put this on_the agenda and have said that it is up to

anyone who wishes to raise it. The course of any
discussion will be largely influenced by the outcome of the

29 November Fisheries Council.

[ T—

s
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UK Budget Problem: Subsequent Solution. There will be an

oral report by the Presidency on the procedure agreed by
the Council on 22 November for handling the Commission's
recent paper on the budget problem. They do not intend

that there should be any discussion.

UK OBJECTIVES

6. i) In discussion of the Common Fisheries Policy to ensure that

the nine Member States hold together and maximise pressure
on the Danes to accept the agreed package and, if this .
fails, to ensure that effective steps are taken to avoid a

lacuna and to secure viable arrangements for the New Year.

On the budget problem to make it clear that we  would regard

failure to reach-agreement by the time of the next European

Council as a serious matter, but, if possible, to avoid a

detailed discussion of the Commission's paper in which the
French and others would set out their reservations on it.

On enlargement to give the candidates sQue encouragement

without prejudicing UK interests; and to ensure that any

discussion of the own resources ceiling, whether this is

raised under the budget item or under enlargement, focuses .

on the question of agricultural surpluses and does not
prejudge the question of raising the ceiling.

In the discussion on the economic and social situation to

get the European Council to endorse the helpful conclusions
reached by the ECO/FIN and "Jumbo" Councils including the
encouragement of efforts to reinforce the international
institutions, particularly the IMF; and to emphasise our
commitment to progress on the internal market at the
forthcoming meeting of the special Council of Ministers on
the completion of the internal market.~
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In discussion of relations with other industrial countries

to welcome progress made in resolving the Community's
problems with the US and to emphasise the need to ensure
that the open trading system operates more fairly.

OBJECTIVES OF OTHER MEMBER STATES

7. The Danish Presidency will no doubt be seeking to have a

harmonious Council; above all they will want to avoid being put in

a corner over the Common Fisheries Policy. The French have said

e S P S I 5 ) '
. they want to have a major discussion of commercial policy problems

Ezg_gxgggggigg;sm. Most Member States are likely to want to avoid

detailed discussion of the Community budget problem but if such

discussion does develop, the French in particular may well argue

that the Commission's report goes too far in our direction and

that any solutions should be temporary and degressive. 1In such a

S=ts

— e e T . Tl
discussion the Germans would no doubt say that their contribution

to any further refunds must once more be restricted and the poorer

countries (Italy, Greece, Ireland) would want to register their

concern that their contributions should also be limited or

nugatory. The Greeks may want to refer to the problems over Greek

]

5 ' v . o
accession, on which the Commission have produced a memorandum.
F

ey

SUMMARY OF BRIEFS

A. MAIN BRIEFS

ECONOMIC AND SOCIAL SITUATION (brief no 3)

8. The Council will have before it the usual Commission paper on
the economic and social situation (not yet available), the

conclusions of the ECO/FIN Council on investment and the
conclusions of the "Jumbo” Council. Both sets of Council

conclusions are fully acceptable and it would be helpful to secure
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their endorsement by the European Council. 1In discussion, the

Prime Minister will wish to place the emphasis on the need to get

the macro-economic climate right. She will wish to point to

British success in bringing down both inflation and interest

rates, and to stress that only if a stable economic environment is

created can we expect an upturn in business confidence and
e —
investment and so the creation of durable employment in the
—

Community. It would be right also to point to the importance of
strengthening the Ezie and riisurces of international

institutions, especially the IMF, to enable them to play their
necessary part in the difficurz adjustment processes which many
countries are having to undertake. There is reference to this' in .
the conclusions of the "Jumbo" Council, and the European Council

will wish to give encouragement to the progress which is being

made in informal discussions, and urge rapid completion.

9. The conclusions of the "Jumbo" Council already contain a
number of acceptable pointers to future action, especially in
emphasising the central place of youth unemployment in the
Community's overall strategy for combating unemployment. It
should be sufficient for the European Council simply to urge that

these be followed up.

COMMUNITY RELATIONS WITH OTHER INDUSTRIALISED COUNTRIES
(brief no 4)

10. Discussion of international trade issues is expected to be
stimulated by M Mitterrand, no doubt partly with the aim of moving
the Community in a protectionist direction in relation to third

countries and partly to distract gttention from France's own

recently announced protectionist measures. It will have to take

[ —

account of the outcome of the GATT Ministerial (24-27 November) .
While acknowledging the extent of the Community's stake in the

open trading system we should emphasise the importance of ensuring
that it operates more fairly. A number of countries outside the
Community (Japan, Spain, the leading NIC) must be convinced of the
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need to pull their weight, notably where they maintain excessive
and unnecessary import barriers. The Community has the potential

to exercise effective pressure but can only do so if there is a

stronger collective commitment to a firm and united line. The

Commission are coming up with some potentialIy Hefpfuf ideas on

Japan, and it would be useful if the European Councii could give a
= — e

positive steer to the Foreign Affairs Council, which will be

discussing the subject on 13/14 December.

el

11. There is bound to be some discussion of relations with the

United States. President Mitterrand is likely to set out his 7

strong views on American behaviour over the pipeline and steel.

Subject to developments at the GATT Ministerial meeting, there
——

could be more general criticism of the American attack on the

e .
Community's agricultural policies. Our interest will be to keep

the discussion in_a low key and to avoid any conclusions which
e ————

could inhibit progress in the studies to which we have agreed of
various aspects of East-West economic relations.
INTERNAL MARKET (brief no 5)

12. In any discussion of internal trade issues the Prime Minister
might emphasise our strong commitment to progress on the internal
S SRR T

market, for example by liberalisation in the field of services
TT;ghrance and air services), greater freedom in the movement of
goods and transparency of standards. We welcome the forthcoming
German Presidency's determination to give this priority and the
agreement to hold a special meeting of the Council to deal with
internal market council questions. In the event of criticism,
implicit or explicit, of recent French protectionist measures, the
Prime Minister may wish to lend our support without however

leading the pack.
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ENLARGEMENT (brief no 6)

13. The Council will discuss the Commission's report on the
problems posed by enlargement which was commissioned by the June
European Council. The report helpfully reaffirms the traditional
approach to the negotiations, (ie, settling the problems in the
ac&sifjon neggﬁiifions and not afterwards) thus by implication
putting down French and Italian ideas for variable geometry. It
T, R S ]
goes on to propose a deal whereby, in return for setting a target
date for completion of the negotiations and some money, Spain and
Portugal should accept production disciElines before accession in
sensitive areas (steel, textiles and - we hope - some agricultural
products). . g e PS— .
—
1l4. We want the Council to give the candidates a strong signal of
encouragement. Agreement on a target date for accession would
help in this respect, but since it would be a bit of a hostage to
fortune, we should not propose it. But we need not resist it, if
most others can accept (the French will probably block it). we

can agree to study the Commission's ideas for a deal.  But we
shall want to cast doubt on the need to bribe the applicants to

make necessary adjustments to their economies which our industries

have had to make without help. ‘

—

15. The Prime Minister may want to point out that the Commission .

could with advantage have dealt in their paper with the problem
posed, both before accession and in relation to the transition
period thereafter, by competitive sectors of Spanish industry
sheltering behind unjustifiable tariffs.

16. This discussion will also provide a chance to
a) get the Commission to provide data to back our view that
the real problem over own resources is the continuing failure

to control CAP expenditure; and

b) set an early deadline for decisions on Mediterranean

agricultural regimes.
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POLITICAL COOPERATION (brief no 7)

17. The political Cooperation topics likely to be discussed are
East-West relations, the Middle East and Latin America. Most of
this will probably be done by the Foreign Ministers at dinner.
18. Foreign Ministers had a full exchange of views on East-West
relations on 23 November. They will wish to pursue their
discussion of the change of Soviet leadership in the light of the
most recent developments. On Poland, too, they will wish to
consider the latest developments with a view to a concerted
Western response if martial law is lifted on 13 December. On CSCE
our aim is to continue with the present Western approach, and to
encourage the Ten to concentrate on maintaining Western
solidarity.

19. On the Middle East, Mr Elleman-Jensen will report tc his

colleagues on the outcome of his visit to Israel. We should

press for consideration of what the Ten can do to sustain the
momentum towards a peace settlement following the Reagan

initiative and Arab moves.

20. On Latin America the Council will be invited to follow up
the announcement of the Community aid package for Central America
with a statement reaffirming the importance the Ten attach to
their links with that part of the world.

GENSCHER/COLOMBO PROPOSALS (brief no 8)

21. The Danish Presidency will make a brief oral report on
progress. The Germans may indicate their intentions for handling
this subject during their Presidency and seek agreement in
principle to early decisions being taken. No discussion of the

text is envisaged. =

CONFIDENTIAL




CONFIDENTIAL

EUROPEAN UNION (brief no 9)

22. This is a regular (annual) item under which the European -
Council takes formal note of the Council's report on progress

towards European Union. There should be no discussion.

COMMON FISHERIES POLICY (brief no 10)

23. [Subject to the outcome of the Fisheries Council on

29 November] Our aim will be to ensure that the.nine hold ; .
together and thus maximise the pressure on the Danes to accept the
proposals now on the table and to make it clear that the proposals
will be implemented among the nine, unless agreement is reached.

BUDGET PROBLEM (brief no 11)

24. The Foreign Affairs Council on 22 November remitted the
Commission paper on the solution to the UK problem for 1983 and
later to the Committee of Permanent Representatives for study; and
agreed that they would have a substantive discussion at their

January meeting. The French resisted the adoption of the March .

European Council as a new deadline and may well stick to this in
Copenhagen. Our objective should be to make it clear that we
would regard failure to reach agreement by the time of the next
European Council as a serious matter. Tactically this might best
be pursued by suggesting, during the discussion of press handling,
that the Presidency should make the point that Foreign Ministers
would be working for a solution before the next meeting of the
European Council in March. There is much in the Commission paper
which is useful to us and we would not want any discussion of it
at Copenhagen to provoke the French into setting out their
reservations; or the Germans or the poorer countries into
restating, no doubt in an extreme form, their demands for special
treatment. But, if the discussion did develop in this way, we
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should explain what we see as the good and bad points in the
Commission's paper. If discussion broadens to cover the future of
own resources, we should need to stress that any review must
tackle the problem of budgetary imbalances and find ways of
bringing the growth of surpluses and thus of CAP expenditure under
effective control; and that, in our view, the present own

resources will be sufficient even after enlargement.

B. CONTINGENCY BRIEFS

GREECE AND THE EC (brief no 12)

25. The Greek Memorandum on problems relating to their accession
may be raised by Papandreou. There should be no discussion. The

Commission have now produced a paper and discussions between
————T s

s
Greece and the Commission are proceeding. The brief also notes

our concern about areas where Greece is not yet conforming to its

obligations under the accession Treaty or is now discriminating
adﬂinsE other Member States (eg insurance, pharmaceuticals, cars,
VAT).

GREENLAND (brief no 13)

26. Denmark has proposed that Greenland be allowed to withdraw
from full membership of the Community and assume Overseas

e T e B W e R R S £
Countries and Territories (OCT) status. This would pose problems,

B R e
particularly in the field of aid and fisheries. Our objective is

to play this l% pending receipt of the Commission's report,

which is expected early next year.

ENERGY (brief no 14)
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27. If energy questions are raised, the Prime Minister could
welcome recent work in the Community, in particular the political
commitment to develop a coherent strategy to promote the role of
solid fuels (especially coal) in the Community, from which, as: the
Community's leading coal producer, we could benefit substantially.
STEEL (brief no 15)

28. 1If steel is discussed the Prime Minister will want to urge
the need for more rigorous implementation of the anti-crisis
measures and for all Member States to bear their fair share of

capacity reductions. "

EUROPEAN REGIONAL DEVELOPMENT FUND (brief no 16)

29. In the current review of the Regional Fund, our main aim is
to increase concentration on areas of greatest need, including

urban problems. The development of the Regional Fund should help
to produce a better balanced Community budget.

SOCIAL FUND (brief no 17)

30. Our objectives in the current review are to have a fund

capable of making a real contribution towards solving the major .

employment problems facing the Community, ie youth unemployment,
long-term unemployment, and the relatively worsening position of
regions with high unemployment (especially those suffering from

industrial decline).

EMS (brief no 18)

31. A defensive note is provided which gives our position on the

question of full UK participation in the EMS.
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COMMON ELECTORAL SYSTEM (brief no 19)

32. The Dutch, Germans and Italians are pressing for progress
before the end of the year on the European Parliament's proposals
for a uniform system of election based on proportional
representation. This is necessary if the new system is to be used
in the 1984 European Parliament elections. There are many
unresolved problems and our line is that further detailed work is
needed. We wish to avoid being saddled with the blame for missing
this deadline.

CAP (brief no 20)

33. The Commission will be making their proposals for 1983/4
prices soon after the European Council. We do not wish to raise
this at the Council but if others do, ie high inflation countries
urging the case for high price increases, we should take the line
that in view of rising surplus production and improving farm
incomes across the Community, a very restrictive approach to the
next price-fixing will be necessary, particularly for products in

surplus.

INDUSTRIAL POLICY/NEW TECHNOLOGY (brief no 21)

34. We want to stress the importance of cooperation on new
technology for Community industry and our wish to see progress on
the current Community initiatives in this field.

NORTH/SOUTH (brief no 22)

35. Any discussion is likely to focus on the Global Negotiations.
Community support for the Versailles amendments must be

maintained.
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NORTHERN IRELAND HOUSING REGULATION (brief

36. Thorn may try to persuade Kohl in the
to reverse his predecessor's opposition to
Northern Ireland Housing. We do not think
succeed, but, if the opportunity arises in

no 23)

margins of the Council
Community aid for

he is likely to
private conversation

with either Kohl or Thorn, the Prime Minister will want to

emphasise the importance we too attach to this regulation.

Foreign and Commonwealth Office
25 November 1982
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OBJECTIVE
To secure endorsement of Jumbo Council conclusions that reductions in

L e
unemployment and increases in investment can only be brouEht about by
#

maintaining prudent counter-inflationary policies. To agree need to strength

the international financial institutions especially the IMF.

—_—-‘E&

2. To agree - if others, particularly France, take the initiative - to an
-,

invitation to the Council to accelerate agreement to New Community Instrument III,

which would be a further extension of a Csahunity loan mechanism. .

——=p

POINTS TO MAKE
3. World activity has still not recovered. Output growth this year and next

have been revised down because world trade has declined more than expected

—

though US and Japan have been less affected by this.

4, Inflation has fallen faster than initially expected and this has allowed

lower interest rates everywhere. Unemployment has continued to increase

particularly among young people.

5. Important that the Community pursue co-ordinated monetary and fiscal

policies of controlling public expenditure, reducing budget deficits while

maintaining firm, but not excessive, downward pressure on monetary aggregates.

———

This helps to foster a stable international financial environment.
- . T —

6. Warn of inflationary dangers of any policy relaxation as sometimes

suggested by the Commission for UK and Germany though should take account of
PE—— ——

recession in assessing policy stance.
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T3 Investment. Revival of investment essential to economic recovery. ECOFIN

-2

. ; 3 p——— : : S -
discussions confirmed that creation of right macro-economic conditions is best

way to foster revival of investment.

8. Jumbo Council. Welcome consensus that a lasting improvement in unemployment

requires. better competitiveness and higher profitability. Importance of

controlling and reducing public sector deficits also stressed.

9. Important to strengthen role of IMF and reach early agreement on quota
increase and new borrowing arrangements. Further" improvements still required in
international banking practice and on allocation of supervisory responsibilities.

10. [New Community Instrument III - if raised.] We should not overstate the

speed and scale of results which might flow, but it is useful and timely to
demonstrate the importance the Community attaches to the maintenance of

productive investment of the kind envisaged by the Commission.

BACKGROUND

A. Council paper covering ECOFIN and Jumbo Council conclusions
(11093/1/82 REV. 1) ‘= ANNEX A. ALREADY CIRCULATED)
Commission paper on economic and social situation
(EGH(C) (82)3 ADDENDUM 1 ALREADY CIRCULATED)

Commission Communication on Investment (EHG(C)(82)3 - ADDENDUM 2
ALREADY CIRCULATED)

11. The June European Council asked for practical proposals on the development
of investment. ECOFIN discussions, based on papers by the Commission and the
Economic Policy Committee have been in response to this remit. The agreed
conclusions (at Annex A) accord with the UK's general approach in laying
particular stress on creating the right macro-economic conditions for
encouraging investment (paragraphs 3-4). The passages in paragraphs 5-8 on
possible Community and national policies to assist investment were put in
largely to please the French and others; but they contain no commitments on the
part of either member states individually or the Council collectively, and they

are clearly made subordinate to getting the economic situation right.

712,
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12. The Jumbo Council met in November in response to a request from the June
European Council. Unlike 1981 there was this year substantial agreement on the
right approach to unemployment. The conclusions (at Annex A) emphasise the need
for improving competitiveness and profitability as a means to a lasting increase
in employment. They also stressed the importance of controlling public
expenditure while giving more emphasis to capital expenditure énd a reduction in
budget deficits if interest rates are to continue to fall. On the internal
market, Ministers agreed on the advantages of calling an early Council meeting

to discuss completion of the common market.

13. There is now a remarkable degree of consensus in the Community over the

right economic objectives and the appropriate policies. At earlier European

Councils, France, Denmark, Belgium and Ireland and others argued for expansionary
policies. At the recent Jumbo there was general acceptance of the prudent

approach followed by UK, Germany and the Netherlands.

14. The recovery expected in Europe during the second half of this year has so
far failed to materialise. Confidence remains low and business prospects are
gloomy. The Commission forecast for growth in the Community in 1982 has been
revised down partly due to export markets being weaker than expected. Stagnant
European activity should be seen against modest growth in Japan while the growth
evident earlier this year in the US may now have levelled out.

15. A modest recoery only fé in prospect next year with the Commission
predicting growth of 1 per cent for the Community and 2 per cent for all
industrial countries. Growth in the US and Japan will be much higher than in

Europe.

16. Inflation in the UK and the US has fallen much faster than expected.
Despite the general fall in inflation and Commission estimates showing a slight
convergence, there will still be a wide spread between inflation rates in the

Community in 1983 ranging from over 14 per cent in Italy to less than 4 per cent

/

in Germany.
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17. This unemployment rate has risen throughout the industrial world reaching

- -

9.8 per cent, 11 million unemployed, in the Community. The slight recovery

next year is insufficient to prevent unemployment rising further.

18. Rising unemployment has particularly affected young people and the long
term unemployed. Over one-third of the unemployed in the Community are under
25 years of age. We can endorse the Jumbo Council's commitment to ensure that
all young people entering the labour market should have the opportunity of
vocational training or a first job experience. The long-term unemployed also

deserve special attention.

19. On fiscal policy, most Community Gover;ments are seeking firmer control .
over public expenditure but the effects of the recession on revenues and
expenditure have pushed up budget deficits. The Commission estimates deficits

as a proportion of GDP will average 5 per cent in 1982 and 1983, ranging from

around 1 per cent for the UK to 14 per cent for Ireland.

20. The international financial scene is much calmer after earlier strains

which are inevitable in a period of transition to lower inflation, though
complacency must be avoided. It is important to ensure the World Bank and the

IMF have adequate resources and that early agreement is reached on IMF quota
increases and new borrowing arrangements. We should encourage the informal
discussions which have increased the likelihood of such agreement. Debtor
countries must adjust and many are benefitting from IMF conditional programmes..
Further improvements are still required in international banking practice
including risk assessment and in the allocation of responsibilities for banking

supervision,

21, The New Community Instrument is a mechanism under which the Community

borrows on world capital markets, including those of the Community, to on-lend for
investment in particular projects in Community countries. An expansion within a
new ceiling of 3 billion ecu was provisionally agreed by the European Council in
November 1981, as part of the Mandate exercise. With that exercise not being
completed, a more modest second tranche of 1 billion ecu (NCI II) was authorised

by the ECOFIN Council in March 1982. The Tatest proposal is now for a new

NCI III of E_Eii&ign_anusﬁ

)22.
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22. The coverage for investment would remain as before - energy, infrastructure
e E———

and small and medium-sized enterprises (SME), but larger enterprises might also
e

on this occasion be included.

23. France is very enthusiastic, both as a potential recipient and in the
desire to extend Community operations of this kind. Italy and smaller countries
which would expect to be recipients of investment are similarly keen. Germany

has shown fairly strong resistance, not expecting direct benefit and tending to

resist in principle expansion o! credit facilities.
- svs=xs

24, The UK does not see great benefit (although we would probably try to get
some share of the investment flow, if only as a token) because the level of
investment domestically is not held back by lack of capital at market rates. But

experience suggests that eariier ;ears about Eizficulties of raising money for

the New Instrument can now be discarded and our main interest is to give
R §
reasonably friendly support to French and other interests at a time when a move

of this kind will be widely seen as ;E}ropriate.

HM TREASURY
2 December 1982
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EMG () (82) 3 : ANNEX. A
GENERAL SECRETARIAT Brussels, 22 November 1982

.DF THE COUNCIL 11093/1/82 '!

REV. 2
; | RESTREINT

REPORT

from the Council to the European Council

subject : Implementation of the economic and social strategy
laid down by the European Council of 29/30 March 1982

The European Council at its meeting on 29/30 March 1982 adopted

guidelines for a series of measures which it considered necessary

to arrest the growth of unemployment, particularly among young
people, and to resolve the Community's fundamental structural
problems. The excessively high average rate of inflation,
insufficient productive investment and the too high degree of

energy dependence were stressed in this connection. The European
Council decided to undertake an initial review of the implementation

of these measures at the end of 19382.

The present report sets out tie progress made
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.. 1. Social and economic policy in general and the unemployment

Eroblem

At its meeting in March the European Council decided
that a special meeting of the Council would be held to
study the specific measures to be taken to promote
employment. For this purpose a joint Council meeting,
composed of Ministers for Economic and Financial Affairs
and Ministers for Labour and Social Affairs, was held on
16 November 1982.

This Council agreed on a comprehensive economic and
social strategy in accordance with the guidelines adopted
by the European Council. The joint Council furthermore
decided on the procedure to be followed in the continued

work.

Annex I contains the text of the conclusions of the

joint Council.

Investment

The Council (Economic and Financial Ministers) and its
subsidiary bodies have carried out a thorough examination
of this question based on communications and proposals

from the Commission.

At its meeting on 15 November 1982 the Council agreed
on the conclusions in Annex II setting out guidelines for
the policy to be pursued by Member State and the Community

in this area.
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Jagan

The October Council conducted a thorough review
of comprehensive strategy laid down by the March Council
and will take up the matter in December on the basis of

operational proposals from the Commission.

North-South

The Council has held wide-ranging discussions on
the basis of a memorandum submitted by the Commission
on the Community's development poliCy and arrived at a
number of conclusions in this field.

The Commission will submit to the Council, in the
first months of 1983 concrete proposals for Community
positions in view of the forthcoming negotiations on

the future EEC/ACP Convention.
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CONCLUSIONS

coint Couxmcil (ECO/FIN=SOC) on 16 November 148&2-
The. Council met on 18 November 1982 ‘to discuss the economic
and social situation against the background of the conclusians
of the Eurcpean Council meetings iﬂ_épus§€lé'cnlg?(30_ﬂa:§h_jnd
29 June 1982. The Cguncil was compased af Ministers far Economic
".and rinancial Affairs and Ministers for Labour and Social Affairs.
Representatives of European workers' and empleyers' organizations

vere consulted before the start of the meeting.

The Council reaffirms the importance it attaches to the
close and continuing association o the social partners in the
development of Community policies.

: The meeting, like the one held in Luxembourg an
. 11 June 1981, tcok place in order ts develcp a higher degr-ee
of mutual understanding of all aspects af the unemployment -
problem and to examine in commen :he econecmic' and soccial
_Situation and the scope far further Community initiastives
aimed at complementing and strengthening adjustment policies
in the Member States.

I. THE ECONOMIC AND SOCIAL SITUATION

The gravity cf the present economi and social situation

c
characterized by a3 continuaticn aof che recession, of high

rates of inflation in a number of Member States, and high levels of
unemployment growing at differsAt TETeS TH™TI] Member States -: -
makes it imperative that all effarts at+ the national as well as

che Community level be made %a Sring about a wmarked change.

This need calls for action in the immediats, in the medium and

in the longer term in a number of areas which were examined 5y

the Council, with 2 view t23 @stablishing 3 stratagy comprising

the promotion of econamic and financial stabili s 8N increasa

in investments, prometign af :the camqétit%ui@y‘and profitabil?
industry, campletion 37 the Comman Market, znd Positive labour

market adjustments, leading to 2 marcked imporovement in the

im
employment situation whicn is the most urgent task of the

™

temmunity ia the present circumstances.
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A lasting increase in employment will have to spring

from a strengthening of the competitive capacity and

profitability of undertakings, which presupposes an improve-

ment of the economic situation in general, building upon

the achievements in the Fight against inflation.

The dangers and risks of the present econamic
situation can aonly be checked and reversed if appropriate
policies are backed by a broad-based willingness to share
the necessary costs related to the adjustment
arocess. Close consultation with the social partpers is
of particular importance in this pect. ffarts shauld
be made to ensure that the burden Ehe pgresent economic
difficulties is shared with due
vulnerable groups; in particular,
existing social or regicnal inequalitie

jegpardized in the adjustment process.

International economic and financial stability

The Council reaffirms the Community's determination
to continue to combat protectionist tendencies in all
its forms in international trade including use of -
competitive devaluations. They are one ofF the main
dangers to the world economy and to living standards.

"Ministers reccgnize the need to develop policies which

can contribute in a more significant way to the strengtien-

ing of trade flows.

governments can only De successful
monetary systam is manaded in a3 way

rates ts declline and 2xchange
d

b
4
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in order to strengthen the international financial system

and to reduce uncertainties in interpational financial
relations. It intends to make a substantial contribution

to ensuring a successful result of ongoing efforts to
reinforce the role of the multilatefal financial institutions,
particularly the I.M.F. and the World Bank.

Convergence and economic stabilitv within the Communit

It is essential that interest rates continue to fall,
in order to strengthen productive investment; in this
context the Council considers that control and redistribution
of public expenditure and reduction of budgetary deficits
is indispensible. This is in particular true for countries
that still experience a high rate of inflation and where
insufficient progress has been made towards a reduction of
Budget deficits and bringing both public finances and K
external payments into better balance.

At the same time the Council underlines the risk
wnich could arise if all Member Statzss independently cof

their level of inflation, level of real interest rates or

Financial situation pursue the same degree of restraint
with regard to public expenditure. Countries recording a
satisfactory slow-down in inflation, reduced rea: interest
rates and a more favourable external fiscal and monetary
position shoula consider using the scope for budget policy

initiatives to support economic activity.

An impartant cbjective is the redistributicn of gublic
expenditure from consumption towards praductive investment and
activities which will strengthen the productive capacities
af enterprises. The Council {(Zconomic and Financial
Affairs) will, in 1983, in connection with the annual
approval of budget guidelines and aon the basis aof a
Commissian regert, unde:take.an anaiysis-hf Membar Statas'
public budgets in order to iaw the evolution aof

oraductive public expenditure.
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The Council is determined to make full use aof

existing procedures for the close cg-ordination of Member
States' economic policies. The potential of the European
Monetary System with regard to increased discipline and

greater convergence in the econemic performance aof Member

States is a major consideration in efforts to strengthen

the EMS.

Investment

The Council noted the conclusions, including the
procedural decisions, reached By the Council (ECO/FIN)
cn 15 November 1982. )

The Council reaffirms that all possible means far
a substantial increase of the share of GNP taken up by product
investments to increase employment should be systematically
and urgently exploited in a coordinated manner, both at
national and at Community level.

Concerning national policies, the Council notes with
satisfaction that, since the meeting of the European
Council cn 29 and 30 March 1982, scme Member States have
put into effect important measures with a view to
increasing investment, and several others intend to
implement measures shortly. The Council agrees that

the need for additicnal measures to promote investment

will be regularly reassessed.

Pricrity attention will be given ta actioen which
increases the profitability of and the ability to form

capital in enterprises.

The particular role and potential of

(including cccperatives)
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The Community instruments, E.I.B., ECSC, the New
Community Instrument, as well as the Regional Fund, now
undergoing revision, will continue to play an important
role and must therefore be used to their full extent and
with a high degree of effectiveness. The Council noted
wilih interest that the Commission has_proposed a
3.000 MECU increase in the borrowing capacity of the NCI,
and the Council intends to reach a clear decision on this
early in 1983. The Council will also give further
consideration to the recent Commission proposal for interest
rebates at Community level in the field of the rational

use of energy.

Internal market

The Council agrees that the reestablishment of
confidence essential to recovery and to greater private
investment presupposes the sareguarding of the common marks-
and a rapid development towards its completion, an essential
factor in the Community's economic development.. The Caouncil
therefore agrees that appropriate work programmes will be
established for accelerated progress in the fields of
technical standards, company law, certain services and
internal frontier formalities. The Council is of the view
that a session of the Council should be devoted to these

issues in order to make substantial progress towards the

completion of the common market.

The Council agrees that Memcer Governments will reviaw
the practices of their national administrations ia =his
field. The Council invites the Commission to present
urgently an evaluation of the functioning of the Communisy's

internal market.
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. 5. Industrial policy

A marked increase in firm's competitivity and prorfitabi

in all Member States has to be achieved if the Community

is to face competition from other major industrial

countries and from the newly industrialised countries.

The Community and Member States will seek to help their
industries not only by removing administrative and

financial constraints, but also by encouraging inter-
industry cooperation in strategic sectars, within the

rules of the Treaty.

Bearing in mind the impartance of new technologies
in any industrial recovery much'gfeace: emphasis
attached to innovaticn policy at boeth natiomal and
Community level. Small and medium sizad entarprises
have a particularly important role to play in this
field. Recent decisions by the Council (Research)

should rapidly be followed uD.

The examination of Commission proposals to this effect

should be accelerated.

The Council recalls the urgency af industrial
reconversion. The ECSC and the Regional and Sccial
Funds should continue actively their contributions in
this field.

The Council while emphasising the vital importance
fer industrial development of maintainiag conditions of
free competiticn agrees that in the present international
eccncmic climate care must be taken to ensure that the
Community conducts an efficient commercial policy able to
ensure that our extarnal trade is conducted in conditions
of competition, in dccordance with the princinles of the
GATT.

l"l"‘!.o
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Youth and Laboux Mazka

The Council
eaployzment situa
precise guidelin
emphasized the cen

commitaent of easuxing over the
Jours pecple entering the labour market for the
skould be given the ccbortunity of taking vocational

=4 first Job experience.

The Council welcomes %the Commission's commuricatisz

vecational ftraining and the prcpcsal for the revision of ¢
T

European Sccial Fuxnd which aims to izprove the employment
Prospects of young people; these Commissicz initiatives sz
be dealt with rapidly. The Council also locks forward ¢
receiving a new communication from the Ceommission with
proposals for specific neasures & the recruiftmaznz
of young zeaple and to increase t: of empleyment
cppertunities availables to thenm.
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The Council invites the Commission to snsure
effeétive execution of the programme of pilot praojects
on post-scheol training and education decided in May 1982
for the periaod 1983-86; it also instructs the subordinates
bodies to accelerate work on the Commissiaon's recent
proposal on professional training in new technologies
for the period 1983-87.

Regarding national policies the Council emphasizes
the importance of concrets schemes far educatiaon and
vocational training far young people.

Regrganizing of working time

The Council considers that a reorganisation of working time,
Pessibly in comoination with a reductian in varking ‘heurs,
¢an under certain conditicns help improve employment, in par-
ticular if a more flexible use aof the means of production is

involved. The Caunecil :

= agrees that a reorganisatiaon and a reducticn of warking hours
can cnly have positive employment effects if the competitive
position of firms is naot impaired, if there is sufficient
flexibility in the Labour market to prevent Sottlenecks,

and if appropriate azccount is taken of the specific and

sectaral characteristics - natably ‘the size of the firms;

nates with satisfactiagn Lhat = ommission intends tgo
present before the end aof 1982 = memaorandum on working

time requested Sy the Sacial j Council on 27 May
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. - notes that the Commission will continue its work towards
the formulaticn of a Community approach, where appropriate,
on the reaorganisation of warking hours, in accordance with

the Council Resolution of 18 December 1979;

invites the Social Council to conclude its consideratiaon of
the proposed directive on vcluntary part-time employment

and the draft recommendation an flexible retirement.

Qther specific measure

The Caouncil invited the Commission to undertake
of long-term unemplaoyment and possible proposals.
action.

It also noted the suggestian aof cne delagatian for an
updated Commission study of ways and means ta further the
participation of workers in the capital farmation of enter-
prises. The Commission will examine this idea and make
such proposals as it seems appropriate.

PROCEDURE

[t is agreed that the Council in i

poraopriate farmations
a

s
should ensure rapid implementatison in the evant areas cgovered

by the conclusions.
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Subiect: Investment promot

- conclusions of the ECO/FIN Council held on
1S November 1882,

The Cocuncil held a renewed exchange of views 'in depth
on a Commission communication to the Council on investment
promotion and fwo‘renor*' f the Zcon om;c Policy Committee
Council, ocne on ‘hn problem of investment, the other on real

costs, profitability and emplcyment.,

The Council noted that the policies being pursued by
Member States have nelped to reduce inflaticn rztes
and to improve external balances. This has again made it
possible to move towards lower interest rates, in

nominal terms.

These gratifying developments may have further beneficizal

effects for the European eccnomy in the medium term.

The Council reaffirms its belief that economic stabilization

b
must remain a fundamental objective in corder to secure permanen

and stable growth in the longer run.

being made to improve
growth and employment,

in the econocmic outlook

e Jdever<theless, a1l
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The Council has reviewed Member States' policies intenced to

promote investment. It feels that each Member State shoulcs,

insofar as it is concerned, do its utmest to:

- increase the aftertax profitability of firms and the availaci..

of finance;

improve specific incentives to investment: where they aim
correcting market imperfections, Or encourage innovations
the activities of small and medium-sized firms, they can

contribute to economic adjustments;

restructure public expenditure in favcur of preductive

expenditure.

The Council approved the precedures propose
oy the Commission in its communication concerning
promotion and accordingly -agreed that

- *He Commission would continue .to assess the tax ancd

measures introduced to help investment in the Member
would submit any conclusions for the attention of
at one of its meetings in the first half of

i« was necessary to adopt .the principle of

the coming year to ianprove the ex

ensuring that they were compatibd

£ the common market, and in particular
‘r!

-
LR

eaty on aid and competiftion;

now and the end of
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Community policies could give important additional stimulus to

productive investment. he Council notes that the Commission has

ut forward concrete proposals to strengthen the internal market,
P :

-

among others by abolishing frontier formalities, by =2stablishing
=

technical norms and standards at Community level, through furth
harmonizaticn of company law and by more co-ordinatasd use

contracts to ensure an adequate development potential for

technologies.

The Council wishes to emphasize the need for an early decision
on these and other proposals to improve the functioning of the

internal markect.

The Council notes with int s thathe Commission nas
proposed action in specifi i of strategic importance
strengthening of the Europ conemy such as industri 1
research and develcpment, new technologies, energy and
The Council believes that decisiocns should be taken a2t the earli
pocssible homent cn ccncrete proposals in areas where Community
measures can be more effective than nationzl measures, or can

assist national endeavours in these areas of common interest.

The financial instruments of the Community are
important role in structural adjustment and develcpment,
Council believes that they should be used to their
and with a high degree of effectiveness. The Council
interest that the Commission has proposed a further
the borrowing possibilities of the New Community Inst

Councll intends to reach a decision on this

The Council will follow closely th

ke

promote Urcaucu ve investment z2nd restr
1€ wishes to review the situation at an

-

of the further cocmmunications announcs
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.I‘HIS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT

EHG(C)(82)3 ADDENDUM 1 COPY NO

29 November 1982

EUROPEAN COUNCIL, COPENHAGEN
3/4 DECEMBER 1982

ECONOMIC AND SOCIAL SITUATION
Brief by HM Treasury

The Commission paper on the economic and social situation is
circulated herewith. The brief already prepared covers the points
made by the Commission. Three points. are worth emphasising:

The Commission is if anything slightly gloomier
about the economic outlook than before (section 2
of paper).

As predicted in paragraph 5 of the points to make section
of the brief, the Commission hint in section 3 at the
possibility of countries in a relatively comfortable
position relaxing their policy stance. We should
continue to warn of the danger such a step could pose

on inflation and interest rates.

In section 3(iv), the Commission call for 'quick-acting'
: h
measures on unemployment. This was discussed by the

Jumbo Council, and their conclusions are already before
the European Council;.there is no need to go further
than the endorsement of those conclusions.

H M Treasury
29 November 1982
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The Economic and Social Situation in the Community

(Communication by the Commission to the
European Council meeting of 3-4 December 1982)
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1 Introduction

The present note summarises the Commission's appreciation of the
present economic and employment outlook and of the main economic policy
issues that are outstanding. The problem of investment is treated in a
separate paper which should be considered in conjunction with the present
one. In addition the joint meeting of ministers of Finance and Economic
Affairs and Employment and Social Affairs on 16th November has reached

conclusions on (i) strengthening of the economic environment, (ii) reor=-

ganisation of working time and (iii) increase of employment 6pportunities

for young people. The European Council will have available the conclu-

sions of this meeting.
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2. Economic trends and prospects

The trend in production and employment in 1982 has been very unfa-
vourable. A year ago exports were growing fast. There were hopes that,
as a result of an improvement in the balance of payments, compensating
the effects of the second oil shock, a strengthening of internal and
world demand would occur. However, the first half of this year in fact
saw a weakening in several of the EC's export markets - the OPEC coun=
tries, the non-oil developing countries and the United States. These
influences were sufficient to cancel out the modest increase in domestic
demand in the Community. Overall gross domestic product is expected to

increase a mere 0,3 % in 1982 in volume terms.

These difficulties have been reflected in a renewed deterioration in
business confidence since mid=year. Moreover the latest industrial pro-
duction statistics show evidence of a renewed drop in activity since

June.

1f this tendency was to be confirmed, the modest 1,1 % growth projections
for 1983 in the Commission's Annual Economic Report are Likely to prove

over—optimistic.

Unemployment has continued to rise, and is now over 10 %, i.e. almost
double the level of 5,4 % reached during the 1978-79 business recovery

before the second oil shock. On present trends unemployment is Likely to

rise substantially in the coming year. Over 40 % of those currently unem-

ployed are under 25 years old.

Inflation has been decelerating in the EC as a whole, although not as
fast as in the United States and Japan. For the EC as a whole consumer
prices increased 10,7 % over the last twelve months (ranging from 5 X% in
Germany to 22 % in Greece), compared to 14,1 % in 1980. In the UK
the slow-down in inflation has been as striking as in the United States.
Further progress is expected in reducing inflation in the year ahead, with
a 1983 average of 8,8 % expected for the EC as a whole (ranging from
3 1/2 % in Germany to 21 % in Greece).

The balance of payments current account deficit has for the EC as a
whole been reducing, with a total deficit in 1982 of ECU 15 billion,

representing 0,7 % of GDP compared to twice as large a figure in 1980. Some
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of the largest country deficits as a share of GDP, such as those seen in
Belgium and Ireland, are raducing. But severe balance of payments con-

straints remain in several countries.

Two basic phenomena seem to be overlapping in the present European
economic situation. First, deep structural economic weaknesses have accu-
mulated in many European countries. These weaknesses are manifest in an
excessive share of general government expenditure in gross national pro-
duct 2s well as in an unbalanced distribution of income between wages and
profits and of expenditure between consumption and investment. Overall
these have resulted in a lLow propensity of the productive sector to in-

crease employment. Secondly, there have been, and still are, serious

problems of policy management in the world's principal economic regions,

problems related to the sequence of oil shocks, to erratic exchange rate
and interest rate fluctuations and to the external indebtedness crises;
this has also lLed to defensive reactions in trade policies. Together these
problems have been interacting with thé effect of extending and deepening
the recession in world trade and ayggravating the problems of managing

internal structural change within Europe.
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e Policy issues : four priorities for cyclical and structural recovery
5

This combination of structural and cyclical crises has now reached a
point of exceptional gravity. To restore growth and create more employment,
strong remedies, coherently related to each other across the European Community
and’ then concerted with its main partners in the world economy, are required.
Inconsistent and competitive reaction between countries and regions would be

dangerous.
The Commission believes that a comprehensive strategy is required

comprising a broad range of economic and social policies. Four priorities

should guide a coordinated movement lLeading through a cyclical recovery

into a sounder medium-term economic performance.

(1) strengthen and consolidate actions of macroeconomic stabilisation and

structural improvement where these are necessary;

take appropriate action to suppoft activity and to prepare the re-

covery where this can now be done without prejudicing stabilisation

and structural policy objectives;

reinforce international concertation to reduce the risks of destabi-

lising developments in different countries or regions;

support and strengthen the employment-creating effects of these poli-
cies through specific actions in the labour market; especially where

unemployment is inequitably concentrated.

(i) In the first category efforts should be aimed at two complementary

objectives: macroeconomic stabilisation and structural improvement.

With respect to macroeconomic stabilisation important efforts are
currently being made in several European Community countries. It is impor-
tant to support these actions, which concern public finance and incomes,
including issues of indexation in both fields. Inaction in the face of
excessive increases of public expenditure and budget deficits has led several
countries to excessive external indebtedness or has caused too high in-
flation or both. During 1982 important changes in policy have emerged:

Belgium early in the year, with new developments now in penmark, Ireland, and
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the Netherlands. In addition strong measures on the de-indexation of
incomes are at present being discussed in France and Italy, which would
make an essential contribution to the realisation of stabilisation ob-
jectives in these countries. When the foregoing policy initiatives are
implemented they will constitute major factors promoting convergence
between the Member States along the lines that the Community institutions

have been consistently advocating.

With respect to structural improvements it is necessary to continue
and intensify actions aiming at promotion of investment and industrial
change on the national as well as on the Community level. This issue,
which is the subject of a separate communication, is here only ‘mentioned.
However, its direct relationship to employment pgticy should be under-
lined. The expansion of productive activity, the establishment of modern

and competitive manufacturing and service industries within a sound eco-

nomic framework, are the best weapons in the fight against unemployment.

(i) In the second category, of action to support a business recovery,

the most important variable for the time being is the rate of the interest.

For the present, interest rates are being reduced, and care should be
taken to consolidate this trend in the United States and Europe. With evi-
dence of further deceleration in inflation and weak eccnomic activity,
especially in Germany, the United Kingdom and the Netherlands, these coun-
tries can afford to implement continuing interest rate reductions in
Europe. Other countries in the Community face substantial balance of pay-
ments constraints. Such countries are not in a position to undertake auto-
nomous interest rate reductions but may follow, in part at least, a general

downward movement of rates.

As regards budgetary policy, if the economic situation worsened, coun=
tries experiencing a satisfactory reduction in inflation should avoid action
to offset the increases in budget-deficits that would result from the
loss of activity. In other countries, until and unless interest rates have
been brought down in conditions of sound policy management, there is unlikely

to be a case for budget policy relaxation.

Interest rate reductions should still in the present phase be the main
agent of counter-cyclical policy. But as and when the scope for interest rate

reductions is exhausted and on the condition that both the pace of infla-
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tion has been substantially reduced and public finances are

sufficiently under control, budget policy initiatives to support economic
activity could in these circumstances be wholly compatible with monetary
policy objectives. Such budgetary action could typically include tax=cuts
or changes in tax and expenditure structures designed to have maximum

supply=side and employment benefits.

(iii) The third category of actions concerns particularly the field of

international finance, exchange rates and trade policies.

First, within the Community, the European Monetary System must con=
tinue to be carefully managed and exploited as a valuable safeguard against
destabilising influences that are latent in the international economy.

In particular the EMS serves as a guarantee against exaggerated exchange
rate movements, contributes significantly to the convergence of economic
policies and constitutes the necessary base for a better organisation of
monetary cooperation between Europe and its partners. The Community cannot
but benefit from a simultaneocus strengthening of the mechanisms of the EMS

and of the convergence it brings about.

With respect to international monetary questions the Community should aim

at persuading the United States and Japan to implement monetary policies

adequately adapted to these countries' effective responsibilities for the
stability of the world financial and trading system.‘This means notably
that the EC, Japan and the United States reach an agreement on the
necessity of a higher degree of stability of interest rates and of exchange

rates and take the appropriate measures to this end.

An early and substantial agreement on the replenishment of the finan-

cial resources of the IMF must be reached.

Trends towards trade protectionism must be strongly resisted and the
Community should participate to all efforts, including those involving interna!
adjustment measures,aiming at ensuring a sufficient expansion of trade with

developing countries.
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(iv) In addition to these actions, further, more specific initiatives

need to be taken in order to create more employment opportunities.

Young people continue to be among the main victims of the

recession, experiencing increasingly long spells of unemployment before

and between jobs. The unemployment rate for young people is now over 20% .

Further progress needs to be made in the implementation of the
Community-wide guarantee of training and work experience for young
people as agreed in principle by the European Council on 29/30 March,
and as further defined by the Commission in its Eommunication to the
Council on Vocational Training in 1980s, supported by its Opinion on

the Review of the European Social Fund.

However great the effort on training, the results for the young
unemp loyed will depend Largely on the success of overall economic

policies and the availability of employment opportunities.

Urgent consideration needs to be given by public authorities

and social partners alike to the further development of special
recruitment programmes for young people linked when appropriate to
reductions in working time. Different kinds of direct qr indirect employ=
ment subsidies could be used to stimulate this kind of arrangement and

to help disadvantaged young people obtain stable employment either in
commercial or industrial firms or in non-traditional forms of enterprise
or activities. In any case, rather than a new analysis of this well-=known

problem, it is vigorous and .quick=-acting measures which are needed now.

—

The Community has a role to play, in particular through its
financial instruments, in supporting the expansion of special employ-
ment provisions for young people and other disadvantaged groups such
as the long-term unemployed. The Joint Council welcomed the
Commission's intention of presenting proposals for specific measures to

promote the recrujtment of young people and to increase the volume of

emp Loyment opportunities available to them.
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On the Peorganisation of workina time, the Joint Council on

16 November endorsed the Commission's view that a reorganisation of

working time, possibly in combination with a reduction in working hours,
can lead to an increase in employment provided that the competitive
position of firms is not impaired, that there is sufficient flexibility
in labour markets to prevent labour bottlenecks, and that constraints
resulting from differences in production methods and/or scale of
operation are accepted. Moreover, reductions in working time must not

be systematically offset by increases in ovértime working. The details
of any attempt to reorganise worktime should be designed and negotiated:
at the most appropriate level. Indeed, job creation and job maintenance
through working time reductions are already becoming a feature of

collective negotiations.

Governments could consider to what extent they might share in
the costs of launching new working time arrangements and should seek to
remove legal or other obstacles to a more flexible organisation of

working time.

In order to stimulate policy convergence, the Coqmission will
continue to work towards the formulation of a Community approach where
appropriate, on the reorganisation of working time. The Commission has
already tabled proposals on flexible retirement and voluntary part-time
work, on which it hopes for early agreement in the Council. It intends
to present a memorandum on the reorganisation of working time before

the end of the year.

The Commission will continue to play its part in employment affairs and
attaches a particular importance to the close and continuing association of

the social partners in the development of Community policies.
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Main economic indicators for the European Community, United States and Japan

TABLE 1 : Gross domestic product (percentage change at constant prices TABLE 2: Deflator of private consumption (percentage change on
on preceding year, EC countries, EC, USA, Japan, 1970-1983) preceding year, EC countries, EC, USA, Japan, 1970-1983)
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ECONOMIC AND SOCIAL SITUATION

Brief by HM Treasury

A Commission communication on investment is circulated herewith.

Paragraphs 6 and 9 of the brief deal with the issues raised in

the communication, which does little more than summarise earlier

Commission papers and proposals. Paragraph © of the attached

communication asks the Européan Council to confirm the ECOFIN Council

conclusions (annexed to the brief); to call for Council decisions

on the internal market and on the New Community Instrument by the

end of Q1 1983%; and to invite speedy Council action on proposals

in the areas of research and development, innovation and energy.

T—
These points largely repeat conclusions reached either by the

Pl ECOFIN Council or by the Jumbo Council, and although some of the
deadlines may be a trifle unrealistic (this depends in large part

on the German Presidency), we have no reason to make difficulties
over any of them. The only possible problem for the UK would arise
if the Commission or others were to suggest deadlines for harmonisation

of comnanz law (not mentioned in the attached paper, but referred to in

the Jumbo Council conclusons).

H M Treasury
30 November 1982
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COMMISSION COMMUNICATION TO THE EUROPEAN COUNCIL ON INVESTMENT

1. At its meeting on 29 and 30 March 1982, the European Council
expressed its concern at the inadequate level of productive
investment in Europe, especially in the industries of the future.
It requested the Commission to make whatever proposals it
considered useful and the Council to adopt the necessary means
and procedures. The Commission presented interim reports to

the Council and to the European Council at its meeting on

28 and 29 June 1982 and subsequently a set of proposals or
guidelines (CON(82)641 final) on which the Council stated its
views on 15 November. This document sets out the measures that

have already been agreed or that will shortly be proposed.

2. At a time when economic prospects and the employment
situation are cause for concern, a recovery in productive

investment, both private and public, is:

—= in the short term, the preferred policy instrument: for
underpinning economic activity without fuelling inflation, since
any growth in incomes or expansion of public expenditure is
subject to unavoidable restraints and international demand is

sluggish.

- in the longer term, the condition for making the Community's

productive apparatus competitive once again and hence, directly

or indirectly, for preserving and expanding employment in an

open international trading system.

3. The general economic environment must improve before there

can be any strong and lasting recovery in investment. It is
against this backcloth that specific measures for making the most
of existing opportunities must be assessed. The Commission has
described these measures in its communication on initiatives

for promoting investment, the general thrust of which was endorsed
by the Council (Economic and Financial Affairs) on 15 November.

These measures are summarised briefly below.




4. The measures taken by the national authorities must be

geared to:

- increasing the after-tax profitability of firms and their access

to financing;

- enhancing the impact of specific investment incentives, while

ensuring their compatibility with the common market;

- restructuring public expenditure in favour of productive

expenditure;

- reducing budget deficits in countries with large deficits in
order to alleviate the interest burden and thereby to expand the
resources available on capital markets for financing productive

investments.

5. The Commission reiterated that the Community has its own part

to play in promoting a dynamic adjustment to change by:

- ensuring full use of the common market in order to extract the
utmost advantage from the resulting economies of scale, positive

effects of competition and scope for boosting investment;

- providing support for the strategic activities which are
essential if our economies are to haul themselves out of the
current structural crisis since they are either the necessary

condition or the target for investment and new technologies;

— expanding the Community's financial instruments and adapting

them to the requirements of industrial investment.

In this context the Commission has proposed:

- that the single Community market be consolidated; in particular,

it has requested that the Council act in three key areas by

30 June 1983 (see Annex); it has also urged that these matters

receive unequivocal political support;




- that, where the Community dimension is likely to give an

edge, the Community's budgetary and financial instruments should
be used to promote a number of activities in strategic fields:
research and development, innovation, energy, biotechnology,

information technologies, industrial conversion (see Annex):

-~ an additional allocation (3 000 million ECU) for the New
Community Instrument, to guarantee continued Community financing
for infrastructure and energy projects and small business and

to promote industrial modernisation.

The Commission requests the European Council:

- to confirm the importance it attaches to the recent conclusions
of the Council (Economic and Financial Affairs) concerning the
appraisal of tax and financial measures to promote investment,
sharpening the impact of present aid schemes and the examination
of immediate and medium-term measures to restructure public

expenditure in favour of investment;

- to emphasise the special impact which the consolidation of the
common market can have on investment and accordingly to ask the
Council to decide, by the end of June 1983 at the latest, on the
priority measures proposed by the Commission to reinforce the

internal market;

- to endorse the measures to promote investment in the priority

areas of research and development, innovation and energy;

- to acknowledge the importance of the Council's agreeing at its
last meeting (Economic and Financial Affairs) to take a decision
early in 1983 on the expansion of the New Community Instrument;
and to express, by approving the principle of expanding the NCI,
the value that it attaches to the reinforcement of Community

action which helps directly to bolster investment;




- to ask the specialist Councils of Ministers to speed up the
adoption of the Commission's current and forthcoming proposals
in these fields and to establish, where necessary, the most

efficient appraisal and decision-making procedures.

If it takes these steps, the European Council will be able to

achieve the political objective of adopting, in the first half

of 1983, a programme of practical and complementary measures

to bolster investment.




Single market:

Innovation:

ANNEX

COMMUNITY MEASURES IN SPECIFIC AREAS

Present situation

In its Communication, the Commission stressed
both the need and the scope for rapid progress in
three key areas: the treatment of products from
non-Community countries within the framework of
Community certification resulting from the
technical harmonisation Directives; the procedure
for providing information on technical rules
introduced by authorities in the Member States
and on the industrial standards established by
national standards institutions:; and the

simplification of frontier formalities.

Before the end of 1982, the Commission will present
an outline programme of Community scientific and
technical activities for the period 1984-87, with
the aim, in particular, of improving coordination
of Community and national measures to make
Community industry more competitive by introducing
new technologies in the traditional industries,
fostering advanced technologies and establishing

new standards and references.

The Commission recently proposed a plan for action
for develop a transnational infrastructure in the
field of innovation. Early in 1983 it will present
a proposal for Community action on the financing

of innovation in SME* The Commission attaches
great importance to the study of tax measures
affecting the promotion of investment to
disseminate innovation. Towards the end of 1983,
it will put forward proposals concerning the

information market.

*Small and medium enterprises




Energy: The Commission recently proposed that interest
rate subsidies be made available on loans to
various categories of investment in the rational
use of energy, since much investment cannot
become profitable until after a relatively long
period. The Commission has also proposed to the
Council that part of the ERDF's non-quota measures
should be used to finance measures for the
application of new hydroelectric and alternative

energy technologies.

Information The Commission has 1ﬁid before the Council,

technology: as part of the 1983 budget procedure, a series

of pre-competitive R&D pilot projects comprising
major Community action supplementing national

and corporate programmes. This initiative
supplements the current proposals and measures
relating to telecommunications (gradual opening

up of public contracts and deregulation, integrated
digital network (INSIS)), micro-electronics,

information processing and data banks (Euronet).

Biotechnology: The Commission is considering launching a major

programme in 1983 that will take account of the

features peculiar to this sector.

Industrial Under the ECSC Treaty, the Community is helping to

conversion: finance the investment planned under corporate and

government restructuring programmes in order to
secure the international competitiveness of the
steel industry and hence preserve steelworkers'

jobs.

The Commission has also sent the Council three
proposals for using the ERDF's non-quota section to
finance measures to create or develop new

activities in the areas adversely affected by
restructuring in the steel, textile and shipbuilding

industries.
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Brief by Department of Trade

OBJECTIVE

1 To reassert UK support for the open trading
system. To make clear the UK's concerns on unfair
market access and press for other Member States'
co-operation in tackling the prcblem.

POINTS TO MAKE

General

2 Community must play its part in resisting slide
into protectionism.

3 This means convincing ocur trading partners that
closed markets are not tolerable.

4. UK wants EC to co-operate on this problem but
cannot afford delay in waiting for results.

52 Now faced with domestic problem of substantial
proportions. Present situation will undermine cpen

trading system, to which UK remains committed.
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EC/US

6. Clear that protectionist pressures are strong in
Congress, and have been reinforced by mid-term
elections - though Administration will be working to
temper them. European response should be rational, and
should not give colour to the idea that there is a
general transatlantic crisis. Do ndt want to
under-estimate dangers, but best way to contain them is
to deal with issues individually in a pragmatic way.

5 Important that we should quickly resolve
outstanding issues on exports of stainless and special
steels by negotiation.

8. US dissatisfaction with the CAP persists.
Agriculture trade war is in nobody's interests.

9. Helpful that US sanctions now ocut of the way and
East/West exercise still on the rails. Hope momentum
of work can be kept up.

Japan

10. Essential that concerted Community pressure on
Japan is maintained - particularly at December Foreign
Affairs Council. Most important, need to press for
changes in macro-economic policies (expand domestic
demand, liberalise domestic financial markets and
encourage internationalisation and strengthening of the

Yen). We must stress the unigue strains that
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Japan's trading patterns are continuing to put on the .
open trading system. Need to present firm Community
position to new Japanese Government. Task of EC is
complicated by unilateral statements like that made
recently in Tokyo by Belgian Economics Minister .
Welcome signs that the Commission are prepared to
recommend a tougher and more realistic line.

! Failure on this could lead to some countries
adopting bilateral solutions which would be in long
term much less satisfactory; and ultimately disastrous
slide into protectionism.

12, Although Japanese exports to EC as a whole
slightly down from last year, they have gone up in the

case of the UK. Meanwhile Japan's imports not

increasing and recent Japanese import measures showing

predictably little impact. The overall trade imbalance
is still unacceptably high.

Spain

E3. Obvious and in certain sectors entirely
unjustifiable disparity in trading opportunity between
Community and Spain sanctioned by the 1970 Agreement,
concluded in very different circumstances; disparity
aggravated by present recession. Spain, as a sign of
her long-term commitment to abolishing her protective

barriers to her future Community partners, should take
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immediate steps to reduce her barriers in a few
specific areas where they are particularly inequitable,
eg cars and components, footwear, toys, etc. Accept as

a minimum Commission's recent proposals to bring

Spain's practices in steel and textiles in conformity

with Community practice.
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BACKGROUND

General

14, The European Council takes place the week after
the GATT Ministerial Meeting. There may be some
stocktaking in the light of the results of that
meeting. But this should not deflect the UK from
pursuit of its trade objectives.

ks We continue to believe that the EC has the
potential to exercise effective pressure to bring about
a fairer balance in trading opportunities. But it will
only be able to exploit this potential if there is a
much greater degree of commitment than hitherto on the
part of the Commission and all Member States to a firm
and united line. The French may take the lead in
urging the merits of a tougher approach to third
countries in the hope of diverting attention from their
own import barriers which hit their EC partners. We
can support them on the former point, but should join
others in ensuring that they are not let off the hook
on the latter (see brief no. 5 on the internal
market).

EC/US

16. As industrialised recession and high unemployment

in the US continue, protectionist pressures (always
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strong) are building up further in the US Congress.
Some influential Democratic politicians eg Senators
Mondale and Kennedy, advocated increased protection,
particularly against Japanese imports, during mid-term
elections. US Administration is afraid that an
unsatisfactory outcome to the GATT Ministerial Meeting
could reinforce these pressures during the next

Congress.

17. Stainless and special steels were not included in

EC/US carbon steel arrangement. Action against

Community exports of these products has beeg initiated

by US industry under two procedures:
(1) S.301 of 1974 Trade Act, which

President Reagan has switched to accelerated 201 action
to obtain global settlement, and

(ii) countervailing action (against certain UK
products only).
Essential that the EC agrees a common line which takes
account of UK's particular problem. Davignon told
Mr Jenkin at Elsinore on 18 November that the Community
should respond quickly.

18. On agriculture, the US have been making their

complaints, particularly about the CAP, the

centre-piece of their position at the GATT Ministerial
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Meeting. They are reported to have said that they-will
'close the door' unless there is progress. What this
means in practical terms is unclear, but what is likely
is that differences over agriculture will grow more
acute over the months ahead. They are already a major

preoccupation in the legislature and there have been

calls for the US to unload its agricultural surpluses

onto the world market. An agricultural trade war will
benefit nobody and we should try to hold the more
belligerent EC Member States (notably France) in check.
This may be made more difficult by an outcome in Geneva
which is perceived as inadequate by CAP supporters.

19, France continues not to be party to Washington

conclusions on East-West economic relations. Cheysson

told EC Foreign Ministers on 23 November that France
saw no room for further Washington talks at present.
But he repeated France's commitment to the studies in
OECD, COCOM and elsewhere, as provided for by Shultz
non-paper. French are ready for such work to continue
provided public attention is not drawn to the process
and it is not explicitly linked to the non-paper.
Important to ensure France is kept on board. Best tack
is probably to encourage their participation in
follow-up work itself without pressing them to accept

Shultz non-paper.
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20. Commission have said they will produce papers on
credit policy, but intend to play the paper long. 1In
addition Presidency and Commission are now producing a

joint paper on the organisation of follow-up work.

Japan .
. There has been disappointingly little

progress over the past six months in developing a more
effective EC approach to Japan. Divisions among Member
States remain but there are now signs of greater
determination on the part of the Commission to put the
sort of robust but realistic recommendations that are
needed to the 13/14 December Foreign Affairs Council.
22, As already agreed in March the Community has been
pursuing a complaint against Japan under the first
stage of the Dispute Settlement Procedure of the GATT
(Article 23.1 of the General Agreement). This involves
bilateral consultations between the parties concerned,
of which there have now been three rounds. The
Commission has made it clear to the Japanese that much
more needs to be done in addition to the two
(inadequate) import promotion packages which they
introduced in the first half of this year. But their
reaction has shown that they are discomforted by the
Community acting together and putting their practices
under the spotlight in this way. They have lobbied

hard against a move to the second stage of the GATT
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procedure (Article 23.2); this would involve reference
of the EC complaint to a Working Party on which other
GATT members would also be represented.

23w In the run-up to the October Foreign Affairs
Council it became clear that Member States were not yet
ready to agree to move to Article 23.2 as the UK would
have preferred. The Germans' reluctance for action
against the Japanese seems to have been strengthened by

the decline in their imports from Japan so far this

year (see para 27 below) while the Italians were (and

remain) anxious about the prospect of a Japanese
counter attack in the GATT on their discriminatory
quotas. The most the Council was in the event able to
agree in October was a further round of bilateral
consultations under GATT Article 23.1 which would
include an up-to-date request list. The French
attacked this as inadequate, demanding EC action to
secure effective restraint on imports of a wide range
of additional products and threatening to seek such
restraints on a bilateral basis in the absence of
agreement to Community action by the Council in
December.

24, The problem with a bilateral approach by
individual Member States is the doubtful legality and

enforceability of any import controls whether
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threatened or actually applied. The Japanese are well
aware of this. But we understand the Commission are
now proposing to recommend a more robust Community
approach involving extension of Community-wide import
surveillance to light commerical vehicles (LCVs), video
tape recorders (VIRs) and quartz watches together with
Community negotiated restraint arrangements for those
Member States which need them, possibly covering cars,
LCVs, colour TVs and tubes, VIRs, forklift trucks,
quartz watches and machine tools. (Where naticnal
arrangements already exist it is possible that the
Commission will propose putting them under an EC
umbrella rather than insisting on their immediate
surrender as they have in the past.) Finally they will
press for an immediate decision to refer the EC GATT
case against Japan to a working party under

Article 23.2. It would be very helpful if the
Americans were to associate themselves with the EC GATT
case, So far they have been reticent. But they too
are becoming increasingly frustrated with the Japanese
over trade and have recently indicated willingness to
consider joining in.

25 . Taken as a whole these developments are generally

welcome, though so far as the Commission's ideas are

concerned we shall need to ensure there really is no
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risk of weakening existing UK inter-industry
arrangements or prejudicing those in prospect (eg for
machine tools).

26. At the same time Ministers have agreed that only
concerted international pressure is likely to persuade
the Japanese to make the far reaching adjustments to
their trade and macro-economic policies which are
urgently required to bring about a significant
improvement. We should urge on other Member States the
importance of avoiding behaviour like that of M Eyskens
(Belgian Economics Minister) who publicly dissociated
Belgium from the EC GATT case against Japan on a visit
to Tokyo in October. This will have given the Japanese
extreme satisfaction.

275 EC visible trade deficit with Japan 9% down in
the first 9 months of 1982 compared with the
corresponding period last year largely due to a fall in
imports. But against this general trend UK deficit,
exceptionally, up 39%. (US deficit up 15%).

28. Ministers agreed at E Committee on 28 October
that the UK could not afford to wait for the receding
prospect of early Spanish accession to the Community to

reduce the barriers faced by our exporters. The

EC/Spain Agreement, signed in 1970 when Spain was
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considerably less industrially advanced than she is
now, never revised as originally envisaged and which
permits Spain to retain high tariff barriers, is
increasingly anachronistic. Spain's implementation of
this agreement has been poor and repeated Community
complaints (about eg fiscal discrimination against
imports generally and blond tobaccoes in particular,
export subsidies and opaque adminisération of 'quotas)

have been ignored. Meanwhile continuing Spanish

industrial expansion and exports in sensitive

industrial sectors eg cars, steel, shipbuilding and

chemicals threaten Community's painful efforts to
rationalise capacity.

29, Tariff disparities have been highlighted
especially in car sector, where Spanish duty of 36.7%
compares with the EC's 4.2%, by Ford's decision to
source about half of UK sales of its popular Fiesta
model from Spain. This means about 70,000 Spanish cars
exported to the UK annually - a figure which the
planned Spanish-built GM Corsa could rapidly increase
to 100,000 per annum - compared with a few hundred
mainly luxury UK models exported to Spain annually over
duty and fiscal barriers which double the landed cost

of a car. Similar disparities exist in other sectors.
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S0 The UK has already begun to campaign in Brussels

and other Community capitals to convince our partners
of the need for an early Commission report to the
Council (now agreed) and early action by the new
Spanish Government. Reactions so far have been
cautious.

31 In the enlargement context (see brief no.6), we
are pressing for early and substantial reductions in
Spain's tariff on products where she is already fully
export competitive to eradicate the problems as early

as possible.

Department of Trade

26 November 1982
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INTERNAL MARKET

Brief by Department of Trade

OBJECTIVE
o To repeat our commitment to perfecting the Community's

Internal Market, a fundamental principle of the Treaty of Rome.

POINTS TO MAKE

2. The removal of barriers to trade within the Community is
necessary to maximise the international competitiveness of
European industry: and especially so at a time of world
recession. Very much welcome the idea of an Internal Market
Council which should help focus attention where it is needed.

We must work together towards completion of the internal market;

protectionism should have no place in intra-Community trade.

3. There are areas where progress can be made to the benefit
of all. Action is needed to speed up the flow of goods across
frontiers. New technical barriers to trade must be controlled.
These are not just technicalities for experts; they are

practical matters of time and money for tens of thousands of
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European business. Must emphasise that progress is needed
in liberalising trade in services, as well as in goods: we
need progress on, for example, lorry movements, air services
and insurance. An open internal market in services is

moreover a Treaty right.

French Measures

[if others raise them]
4. We share the concern of other Member States and look
to the Commission to report urgently on the compatibility

of these measures with the Treaty.

BACKGROUND

References: The French have indicated that they may table

a discussion paper covering intra-Community trade (not yet

available).

Internal Market Council

5. The Belgians suggested an Internal Market Council at the
end of their Presidency, but the idea foundered through lack
of preparation. The Economic and Social Affairs (Jumbo)
Council concluded on 16 November with a commitment to hold
such a Council. The Minister for Trade, in his speech in

Bremen the same day, called on the Germans to convene a

special Council on the Internal Market during their Presidency.
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German and French Attitudes

6. The Germans, despite their professed liberalism, do not
share our enthusiasm for free trade in services. They
criticise us for "Buy British'" and origin marking. Although
they have said that they regard completion of the Internal
Market as one of their Presidency priorities, they are not
likely to push for greater transparency in standards-making,
which we favour. The French, themselves masters of the non-

tariff barrier, have complained to us that German national

standards comprise an effective system of barriers to trade.

They have also compiled, and circulated in Paris, a propagan-
dist dossier of "British protectionist measures', and have
attacked other Community partners, including the Germans, in

similar terms.

French Measures to Reduce their Trade Deficit

74 On 20 October, the French Government announced several
measures of a protectionist nature, which would apparently
apply to fellow EC Member States, as well as to the outside
world. Community reaction has been unanimously critical,
Lord Cockfield made our concern very clear to M Jobert during
the Anglo-French Summit on 4/5 November, Although M Jobert
said that France would act in compliance with her Community
and other international obligations, he did not undertake to
ensure that the measures would have no effect on UK/French

trade.

8. The Commission are investigating the measures, and
preparing infraction proceedings against the French over two
of them: the requirement that Customs formalities for videos
should be centred at Poitiers and that documentation

accompanying imports should be in French. The language
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requirement has aroused the greatest concern among UK
exporters, though it appears that in practice it may not be
enforced against them or other Community firms. The Commission
nhave also renewed their attack on French and UK origin marking
requirements. (On 20 October, the French announced an

intention to extend origin marking to all goods.)

Insurance

9. A non-life insurance services directive, to facilitate
cross-frontier insurance of large industrial, commercial and
professional risks, was first proposed by the Commission in
1975 but is still far from being agreed. We and the Dutch
are the only proponents of liberalisation in this field.
Germany and others have refused to abandon notification and
government control of policy conditions and premium rates,
which we consider unnecessary for this business, where
policy-holders have easy access to expert advice and no

desire for ''government protection''.

Air Services

10. Again, the Netherlands and we are virtually alone in
pressing for gradual liberalisation through adoption of the
three Commission proposals now on the table: a regulation

to apply the Treaty competition rules to air transport, a
directive on air fares and one on regional air services. The
last may well be ready for agreement at the December Transport

Council; our aim is to ensure that the text is not more rigid
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than our present hard-won bilateral arrangements. Our

domestic air carriers, particularly BA, are not much
interested in lower air fares in Europe in present
circumstances; but we should keep up the pressure in Brussels

and seek gradual change.

Department of Trade

23 November 1982
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into the EC on unegual terms

under the - in Agreement.

POINTS TO

General

L, Spain and Portugal will be looking to the
European Council for a signal of encouragement and of

strong support for enlargement, after, a difficult year

in the negotiations. Important that they should get

LE

° 2 The Commission have clearly had this goint very
S e

much in mind in producing their paper, and are to be

congratulated on a thorough and constructive piece of
w
work. Glad thev have concluded that the classi

#

approach to enlargement negotiations, - the approach of

agreeing the terms of accession in advance, and dealing

with problems through transitional arrangements and any
necessary specific derogations - remains the rignt

one.,

3.( Agrese that enlargement need not place an

den on the Community's budget. But, for

do not agree tt enlargement
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Community
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own resc We need to get the facts straight. It
wculd be very valuable if the Eurcpean Council were to

.

port to the Heads of Government

Year on recent trends in FEQOGA

ir expected development over the
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shouléd orovide substantial new money to nelp them do
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it: how could we justify this to our own industries,
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which have cut back thelr capacity 1la those very

——

sectors without Communitg heée? will, however, of

course be rezady tc look into Commission ideas in more

detail and discuss them with Commission and partners.

e But sorry that one problem to whichvI drew

attention in my own letter to M. Thorn on the
Eamiaadis e R —

inventory exercise does not feature in Commission

paper. Spain has,

v

h the Community.
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covering letter is attached

general on a number of important 1ssues,

will wish to ses these clarified in ways helpf:

position. At the European Council, they are likely to want

sound positive and keep most options open.
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Enlargement in 1978 has made
within the Community more dif Accordingly,

proposes thr e general principle the basis for

(i) clarity in accession tarms
— ———

(ii) the full adoption of Community obligations
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acces:
practical advantages.
indicated that she would

between the end of accession
INTERNAL ME COMMUNITY
4, This
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own resource

further exte

(a)

Wwhile the report concludes that the Community should in
principle be ready to ilncrease own ! it also recognises
chat 3

(i) the costs of enlargement will not be intolerable and;

(ii) other factors such as theMue are

. SR
also relevant. Agricultural guarantee expenditure actually fell
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in 1981; the original budget provision for 1982 is also well

- - 1 s ' o ]
nder-spent (funds are being transferred, notably to pay the UK

—

and German refunds for 1982). 3But surplus production is no

on the increase (details in brief 20 on the CAP), implying

strains on the CAP's finances. The guarantee provision in

draft 1983 budget (about lé4bn ecu,
provisica)
spring and
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account of the next

trends continue, CAP 1 set
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B
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®.

On the debit si the Commission propcse more delegation of

sowers to it by States, more systematic recourse to

majority voting, and an extansion cf majority voting beyond tae
areas envisaged in the Treaty. On the credit side the Commission
also proposes to reflect on its own composition and procadures
including the guestion of working languages. We can encourage
bcth of these and should be willing to off up one of our own 2
Commissioner posts on enlargement. (Such an offer would earn us
credit which we might try to exploit by advocating other

institutional reforms at the time of enlargement).
PROBLEMS IN THE ACCESSION NEGOTIATIONS

S% The report notes that most of the problems raised in

accession negotiations can be worked out by the classic approach,

whereby problems of adaptation are dealt with by agreed

transiticnal measures or derogations. But it identifies problem

S ity | ] < !
areas where the classic approach needs tc be supplemented, eg
Mediterranean agriculture, fisheries, textiles and steel. The
* : : —— ) : O m— -’—-—- K - . ’
Commission argue that these sectors concern areas of the Community
either less favoured (the Mediterranean) or in crisis (declining
—————— T
industry, coastal regions dependent on fisheries). It therefore
propcses that the applicant countries be asked to apply Community
disciplines ; cession in certain sectors In return, the

Cemmunity wou

(a) a target

negotiatio

some financial help to assi

carry out their obligatio

ot that a target

much greater

is no need for

Sl
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T Tne ra2st needs careful examination.

countries must in any case in the accession

undertakings to move

after accession, and

or derogation gives them a

2ortugal, for example, has already

textiles both pre and post accession.

tne sam Portugal has also agreed to the Community's
anti-crisis measurss on stzel on accession. Tha-Community
seeking (but has not secured) satisfactory undertakings on

from Spain too.

the Commission idesas particularly if
they denote HMedi ! 1 agricultural production disciplines

pra-accessicn, whict be a new element the accession

in
context. 3But we would not want to pay a substantial price in

=

ore-accession aid to persuade the candida Wi they are
already asked to do in tn ' ' ] otiations.
Both countries have already

(Portugal has also received

g. Finally, the Commission mention num! in .
Community programmes which

such as fisheries, the r

Récimes (s2e para 10 below

Meditarranean countriss and

Ny ] =
Community

clive oil
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a
armers improved before

elt; and we and other
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Foreign & Commonwealth Office
25 November 1982
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FM UKREP BRUSSELS 131010Z NOV 82

TO |MMEDIATE FCO

TELEGRAM .NUMBER 4273 OF 13 NOVEMBER

INFO BRUSSELS COPENHAGEN THE HAGUE ROME DUBLIN PARIS EORR
LUXEMBOURG ATHENS LISBON MADRID.

MY TEL NO 4180 (NOT TO ALL) 1 ENLARGEMENT OF THE COMMUNITY.

WE HAVE RECEIVED TODAY THE FINAL VERSION OF THE COMMISSION'S.
QUOTE INVENTORY UNQUOTE PAPER FOR THE EUROPEAN COUNCIL, ON THE
PROBLEMS OF ENLARGEMENT. 1T HAS BEEN SENT UNDER COVER OF A
LETTER FROM THORN TO THE PRIME MINISTER WHICH READS AS FOLLOWS:

THE PAPER | ENCLOSE 1S THE COMMISSION'S RESPONSE TO THE WISH
EXPRESSED BY THE EUROPEAN COUNCIL IN JUNE CONCERNIKG COMMUNITY
ENLARGEMENT. THE PERSONAL CONTRIBUTIONS SENT ME BY THE SEVERAL
HEADS OF STATE AND HEADS OF GOVERNMENT HAVE BEEN A GREAT HELP TO
ME BOTH IN PINPOINTING PROBLEMS AND IN COUGHING OUT SOLUTIONS.

THE COMMISSICN NOTES THAT THERE 1S UNAN IMOUS POLITICAL COMMITMENT
TO ENLARGCING THE COMMUNITY TO INCLUDE SPAIN AND PORTUGAL. IT HAS
ACCORDINGLY CONCLUDED THAT AFTER CLOSE ON FIVE YEARS'S VIORK THE
NEGOTIATIONS CAN BE CONCLUDED REASONADLY QUICKLY IN SUCH A WAY AS
TO ENSURE THE PROPER FUNCTIONING OF THE ENLARGED COMMUNITY. EN-
LARGEMENT WILL NOT POSE ANY PROELEM THAT WE WOULD NOT HAVE HAD TO
DEAL WITH IN ANY CASE. Il SOME CASES IT AGGRAVATES PROBLEMS, IN
OTHERS 1T CONFRONTS US WITH THEN SOONER, BUT IN NOME DQES IT ACTUALLY
RAISE NEW PROBLEMS, THE |MMEDIATE DIFFICULTIES TO BE RESOLVED ARE
NEGL1GIBLE WHEN SET AGAINST THE POLITICAL AND ECONOMIC BENEFIT EN-
LARGEMENT WILL AFFORD THE PRESENT COMMUNITY AND THE APPLICANT
COUNTRIES IRN THE LONGER TERM.

IT 1S WITH THIS APPROACH IN MIND THAT THE COMMISSION SETS OUT, oR
RESTATES, THE SOLUTIONS IT ADVOCATES TO THE MAIN PROBLEMS TO EE
TACKLED.

FOR THE OPERAT|ON OF THE FUTURE COMMUNITY, THO MAJOR DECISIONS
HAVE TO BE TAKEN,

THE FIRST CONCERNS OUWR RESOURCES. RETENTION OF THE PRESENT CEILING
ON THESE 1S JUST WOT ON, NOT MEPELY AS REGARDS COPING WITH THE

£ IRAKC |ACTADTCATTORGOF ENLARGEMENT BUT, QUITE APART FRON THAT
ASPECT, AS REGARDS CONTINUING AHD WORKING UP THE COMMON POLICIES.

[ir 18 NOT
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IT 1S NOT POSSIBLE TO COME OUT IN FAYOUR OF ENLARGEMENT AND AT THE

SSME TIME WIEEHOLD THE BUDGET FUNDS THAT WOULD MAKE 1T UNWORKABLE. f
'(1T 1S THEREFORE VITAL THAT THE MEMBER STATES GIVE A CLEAR UNDER- *

TAKING TO PROVIDE THE COMMUNITY WITH THE WHEREWITHAL TO CARRY OUT

ITS POLICIES AS SOON AS THE NEED ARISES.

_ THE SECOND CONCERNS THE DEC1SION=HAKING PROCESS, THE PRESENT HOLD=-
UPS ARE MAKING IT IMPOSSIBLE FOR THE COMMUNITY TO GO FORWARD TO ANY
EXTENT TO SPEAK OF, THE COMMISSION THEREFORE PROPOSES THAT GREATER
USE SHOULD BE MADE OF H&JORITY VOTING WHERE 1T 1S ALREADY PROVIDED

FOR, AND THAT CERTAIN TREATY PROVISIONS REQUIRING UNANIMITY SHOULD
BE CHANGED.

AS REGARDS THE NEGOTIATICNS PROPER, THE COMMISSION WOULD POINT OUT
HOW ABSOLUTELY ESSENTIAL 1T IS TO OUR SUCCESS THAT THE QUOTE thU\S
COMMUNAUTA IRE UNQUOTE BE CONSOL IDATED AND EXPANDED, ON THE BASIS OF
THE PROPOSALS IT HAS ALREADY TABLED OR WILL SHORTLY BE TABLING WITH
RESPECT TO SUCH MATTERS AS MARKET ARRANGEMENTS FOR MED|TERRANEAN

AGR ICULTURAL PRODUCTS, INCREASING THE EFFECTIVENESS OF THE REGIONAL
FUND, THE ADOPTION OF MED|TERRANEAN INTEGRATED PROGRAMMES, THE
COMMON FISHERIES POLICY AND THE IMPL ICAT1ONS OF ENLARGEMENT FOR NON=
MEMBER COUNTRIES IN THE MEDITERRANEAN AREA,

THE SERIOL *NESS OF THE ECONOMIC CRI1S!IS AND THE NEED TO ENSURE COM-

PLIANCE WITH THE RULES ALREADY ADOPTED BY THE COMMUNTY FOR CERTAIN

PART ICULARLY SENSITIVE SECTORS HAYE PROMPTED THE COMMISSION TO PRO-
POSE A QUITE NEW APPROACH.

THE PROPOSAL 1S THAT THE APPLICANT COUNTRIES SHOULD BE ASKED, IN A

FEW FIELDS, FOR AN UNDERTAKING THAT THEY WILL BEGIN APPLYING BEFORE
THEIR ACTUAL ACCESSION RULES AND DISCIPLINES S|MILAR TO, OR INDEED

THE SAME AS, THE ONES THE COMMUNITY IMPOSES CN ITSELF, TO HELP PRE=-
PARE THE wAY FOR INTEGRATION TO PROCEED AS SMOOTHLY AS POSSIBLE.

THE COMMUNITY FOR 1TS PART WOULD SET ITSELF A TARGET DATE FOR THE
CONCLUS 10N OF THE NEGOTIATIONS, AND WOULD STEP uUP FINANCIAL CO-
OPERATION.

THESE, AS | SEE 1T, ARE THE MATTERS ON WHICH OUR REPRESENTATIVES
SHOULD CONCENTRATE, IN TH DETERMINATION TO SUCCEED, WHILE FULLY
ALIVE TO OUR COUNTRIES' T QUBLES, WHICH NOBODY WOULD DREAM OF |G-
NOR ING, | WOULD AGAIN STRESS THE POLITICAL IMPORTANCE OF THE DECI=-
S10N AHEAD OF US.

-
E
74
E

{f WE FAIL, THE “C 1 GUMENT ‘ : US CAN REASOMNABLY
"USE wWILL HARDLY - IN THE € OF FUTURE GENERATIONS.

NG THE COMING EYROPEAN COUNCIL SESSION IT WILL
COMMISSION'S COMMUNICATION TO BE SO TACKLED AS

ENTUM TO HEQ'«;F*EF[BETA%:FAEO\'J PROCEEDING,
- /3, W&
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POLITICAL COOPERATION

Brief by Foreign and Commonwealth Office

The following briefs on Political Cooperation are attached:

EAST/WEST RELATIONS:

EAST/WEST RELATIONS: POLAND

EAST/WEST RELATIONS: RELATIONS WITH THE SOVIET UNION

MIDDLE EAST

LATIN AMERICA

Foreign and Commonwealth Office

1 December 1982
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ANNEX A EAST-WEST RELATIONS: CSCE

OBJECTIVE

1 To consider progress made at Madrid.

POINTS TO MAKE

2 Agree West should maintain 1its present approach.

BACKGROUND

Reference

FCO tel 155 to Copenhagen

3 At their meeting in Copenhagen on 23 November, Foreign
Ministers of the Ten expressed satisfaction that the position
taken by the Ten to work for a substantive and balanced
concluding document had received the support of Allies and
friends. They instructed their delegations to maintain this
position in close cooperation with other Western delegations

and close contact with the Neutral and Non-Aligned.

4 The meeting in Madrid reconvened on 9 November. Most
delegations have now spoken. All speakers have said that
CSCE process should be kept going and that the Conference
should work for a substantive and balanced concluding
document based on the Neutral and Non-Aligned aratt.

West have tabled their package of amendments (except, for
tactical reasons, that on a Conference on Disarmament in
Europe) designed to make the concluding document acceptable

to Western opinion. Individual delegations have supported

CONFIDENTIAL /the




the amendments with detailed criticisms of human rights
violations by the Soviet Union (covering eg Helsinki
Monitoring Group, religious communities, and those in
penal and psychiatric institutions) and Poland (martial

law).

5 The East have blamed the US for exploiting the Polish

situation, disregarding international agreements and

interfering. They have stressed the importance of the

Conference on Disarmament in Europe and urged that the

Conference should not get bogged down on other matters.

6 Interventions by both the US and the Soviet Delegations

have been in low key.
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FM FCO 231824Z NOV 82

TO IMMEDIATE COPENHAGEN

TELEGRAM NUMBER 155 OF 23 NOVEMBER

INFO PRIORITY WASHINGTON, UKDEL MADRID, OTHER EC POSTS, OTHER
NATO POSTS, MOSCOW, BUDAPEST, BUCHAREST, PRAGUE, EAST BERLIN,
BELGRADE WARSAW, LISBON, MADRID, UKMIS NEW YORK, HELSINKI,
VIENMA, STOCKHOLM, BERNE, UKDEL STRASBOURG

INFO SAVING TOKYO, WELLINGTON, MEXICO CITY, CANBERRA

EUROPEAN POLITICAL COOPERATION

MEETING OF FOREIGN MINISTER: BRUSSELS, 23 NOVEMBER 1982

CSCE: MADRID REVIEW CONFERENCE

SUMMARY

1. AGREED TO MAINTAIN PRESENT WESTERN APPROACH AT MADRID.
SUBJECT WILL BE DISCUSSED FURTHER AT EUROPEAN COUNCIL IN
COPENHAGEN ON 3-4 DECEMBER.

DETAIL

2. ELLEMAN-JENSEN (PRESIDENCY) SUMMARISED THE CONCLUSIONS OF
THE POLITICAL COMMITTEE MEETING ON 15-16 NOVEMBER (YOUR TELNO
378). HE SUGGESTED THAT MINISTERS SHOULD ENDORSE ITS
CONCLUSIONS AND RECOMMEND THAT THE SURJECT BE DISCUSSED FURTHER
AT THE EUROPEAN COUNCIL. THERE WAS NO OBJECTION.

3. VAN DEN BROEK (NETHERLANDS) EMPHASISED THE NEEZD FOR WESTERN
COHESION. THE TEN MUST REMAIN UNITED ON THE AMENDMENTS ALREADY
PROPOSED. THE NNA HAD NOT RESPONDED NEGATIVELY TO THESE,
ALTHOUGH SOME OF THEM HAD REMAINED MASSIVE. IF ADOPTED, SOME
OF THESE AMENDMENTS, EG THOSE ON MONITORING GROUOS AND TRADE
UNIONS, WOULD SUBSTANTIALLY ALTER THE CURRENT TEXT. THE USSR
HAD BEEN RESERVED, PERHAPS PARTLY BECAUSE OF THE CHANGE OF
LEADERSHIP, AND HAD CONCENTRATED ITS INTERVENTIONS ON THE CDE.
THE TEN SHOULD BE CAREFUL NOT TO ALLOW THE CDE NROPOSAL TO
DISTRACT ATTENTION FROM THE'OTHER AMENDMENTS PROPOSED.

u, CHEYSSON (FRANCE) SAID THAT THE WEST WAS NOW IN A GOO!I
NEGOTIATING POSITION AT MADRID. IT WAS NOT MECESSARY TO

/pg:cm:?azc-
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PRECIPITATE DEVELOPMENTS. IN PARTICULAR WE SHOULD NOT DISCUSS
ALTERNATIVE CONCLUSIONS AT THIS STAGE. THE US SHQULD NQT BE
ALLOWED TO FORGET THAT THE TEN HOPED TO ACHIEVE AGREEMENT EARLY
NEXT YEAR ON A SUBSTANTIVE AND POSITIVE TEXT. MADRID 'AS NOT
JUST A TRIBUNAL ANMD A OLATFORM, BUT ALSQO A CONTINUTATICN OF THE
dELSINKI PROCESS.

- THERE WERE NO OTHER COMMENTS AND THE PRESIDENCY MADE NO

ATTEMPT TO SUM UP.

PYM

ADDITIONAT JISTETSUTION
CSCE GImERAL
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ANNEX B EAST/WEST RELATIONS: POLAND

OBJECTIVE
1. To focus attention on the probable lifting of
martial law on 13 December and the need for a

coordinated Western response.

POINTS TO MAKE

2 Polish Government have declared their intention
to 1lift martial law on 13 December and release all
detainees not held on specific charges. In name, at
least, Poles will thereby have fulfilled large part of
Western criteria.

3 Will be public and international expectation of
an early reaction. Any change of policy however should
depend upon assessment of relaxations announced on 13
December and on popular reaction in Poland. Will need
time to consider these. If Polish measures lead to
real improvements, West should be prepared to respond
positively and flexibly.

4. European Council should publicly acknowledge

prospect of lifting martial law and hold Polish

authorities to fulfil most of their undertakings

renewal and reform. Should instruct officials to
review matters (possibly late in January) in the light
of the effect of measures and their acceptance by
Polish people; and to consider whether any adjustments

of national and/or Community measures (Brief number 24)
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would be appropriate.
5 (If raised) Glad Commission shortly to put
forward further tranche of humanitarian aid to Poland.
Right this form of assistance to Polish people should

continue within available resources.

BACKGROUND

References

A. FQO telno 156 to Copenhagen

B. Draft FCO tel to UKDEL NATO

C.  UKDEL NATO telno 444 -

D CPE MUL"EP® 4362: East Furopean Working Group Paper dn Pol.
6 The Polish Ambassador has officially informed us

that martial law in Poland will be lifted on 13
December and all detainees released thereafter except
those held for specific charges. The conditions for
these moves (the agreement of the Sejm and continued
calm) seem likely to be met given the Solidarity
Underground's decision to call off protest actions next

month and the moderate attitude of the Church. The

implementation of these moves would mean the fulfilment .

at least in formal terms of two of the three Western
requirements.

T Details of the measures likely to replace martial
law given to the Press by the Polish Government

include the introduction of a number of unspecified
emergency powers and the retention of restrictions on
political meetings, travel and communications. The

authorities have also indicated that an amnesty for
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political prisoners may be introduced at a later date.
Following these announcements and the release of
Walesa, Solidarity Underground have called off
demonstrations planned for 13 December.

8. Initial reactions among partners to the intended
Polish measures have been cautious; the consensus
among the Ten being one of "wait and see" (Reference

A). Likewise within NATO some partners have expressed

reservations about anticipating the Western response

(Reference C). It seems improbable however that the
West will be able to maintain a holding position
indefinitely. It would be desirable therefore for the
European Council and NATO Foreign Ministers on 9-10
December to make some reference in their communiques to
the impending Polish moves while reserving the West's
considered response until the effect of these had been
carefully reviewed. (Suggested elements for a
statement on Poland, reflecting discussion among the
Ten) are attached at Reference B.)

9. Foreign Ministers of the Ten agreed on 17 October
at Hesselet that humanitarian aid to Poland should
continue. Commission will shortly put forward a
further proposal for 9.5 MECU (£5.2 million)

which will exhaust EC funds available.
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FROM FCO 231730Z NOV 82

TO IMMEDIATE COPENHAGEN

TELEGRAM NUMBER 156 OF 23 NQVEMBER

INFO PRIORITY TO OTHER ZC AND NATO POSTS WASHINGTON MOSCOW WARSAW

UKDEL NATO UKMIS NEW YORK LISBON MADRID OSLO UKDEL MADRID

TOKYQO BUDAPEST BUCHAREST PRAGUE EAST BERLIN BELGRADE.

INFO SAVING MEXICO CITY CANBERRA WELLINGTON HELSINKI UKDEL

STRASBOURG. '

EUROPEAN POLITICAL COOPERATION

MEETING OF FOREIGN MINISTERS: BRLSSELS, 23 NOVEMBER 1982.

POLAND

1. ELLEMAN-JENSEN (DANISH PRESIDENCY) RECALLED THE COMCLUSICNS

OF THE POLITICAL DIRECTORS MEETING ON 15/16 NOVEMBER (YOUR TELNO

377). HE POSED THE QUESTION HOW THE THREZ WESTERN DEMANDS MIGHT

NEED TO 3E ADJUSTED IN THE LIGHT OF THE CHANGING SITUATION.

2, CHEYSSON (FRANCE) ADVISED CAUTION. WE SHOULD NOT ALLOW

CURSELVES TO BE HOODWINKED. THE SYSTEM IMOOSED IN DECEMBER

1981 WAS SECURE ENOUGH TO PERMIT THE RELEASE OF WALESA. IT

MIGHT ALSO ALLOW THE REGIME TO LIFT MARTIAL LAW 2ZND RELEASE MORE

INTERNEES. AS TO THE THIRD WESTERM DEMAND, A DIALOGUE OF A

KIND ALREADY EXISTED. IF EVENTS MOVED IN THIS DIRECTION, HOW

SHOULD THE TEN REACT? SH WE MAINTAIN OUR TOTAL BLOCXAGE OR

DISCREETLY ADJUST IT? IF W NOT DO THE LATTER NEXT MONTH,

WHEN MIGHT WE DO SO? WHAT WAS CERTAIN WAS THAT WE MUST FIRST

AWAIT DEVELOPMENTS. MEANWHILE, TOTAL DISCRETION SHOULD 3E

MAINTAINED IN PUBLIC COMMENT.

3. GENSCHER (FRG) AGREED ENTIRELY. MOVES HAD 3EEN MADE IN

POLAND WHICH COULD REGARDED POSITIVELY, BUT NO ONE COULD

PREDICT THE FUTURE OF EVENTS. ?oLIr:cah DIRECTORS SHOULD

KEEP THE MATTER UND IEW WITH AN EYE TO THE EUROPEAN COUNCIL
MEETING ON 3/4 DECEMBER. édT IT SHOULD BE MADE XNOWN THAT

MINISTERS HAD DISCUSSED POLAND TODAY, IN ORDER TO REMIND THE

POLES THAT WE HAD THE MATTER UNDER OBSZRVATION.

CONFIDENTIAL




CONFIDENTIAL

37926 = 1

. GENSCHER QUOTED CZYREX AS HAVING TOLD HIM IN MOSCOW THAT
A. MARTIAL LAW WOULD SE LIFTED 'DE FACTO' 3Y MID-DECEMBER OR AT
LEAST BY THE END OF 1982 (GEZNSCHER TOOX THIS TO MEAN THAT A
SIMILAR SYSTEM MIGHT BE RETAINED UNDER A DIFFERENT NAME),

B, TRADE UNIONS WOULD 3E PERMITTED TO RESTART IN 1983 IN
INDIVIDUAL ENTZRPRISES AMD IN 1984 IN SECTORS OF THE ZCONOMY:
SUBSEQUENTLY, THE QUESTIONY OF FORMING TRADE UNIOM FEDERATIONS
COULD BE DISCUSSED: BUT THERE COULD BE NQ PLACE FOR

SOLIDARITY. (GENSCHER SAID THAT THIS LEFT HIM IN DQUBT AS TO
HOW FAR CENUINE TRADE UNION RIGHTS MIGHT BE RESTORED.)

» WALESA WAS REGARDED BY THEZ GOVERNMENT AS AN ORDINARY CITIZEN
(AND THEREFORE, GENSCHER COMMENTED, NOT AS A POSSIZLE
NEGQOTIATING PARTNER IN ANY TALKS).

GENSCHER AGREZD THAT IT WOULD 3E POLITICALLY

ITHER A POSITIVE OR A NEGATIVE INTERPRETATIOY QF

TAGE. THE SITUATION SHOULD BE CAREFULLY WATCHED.

. COLOMBG (ITALY) PHILOSOPHISED ABOUT RECENT ESVENTS AND TREIR
ONTRADICTORY IMPLICATICNS. CZYREX HAD MADE IT CLEAR TO HIM IN
f0SCOW THAT MARTIAL LAW, IF LIFTED, WOULD BE REPLACED 3Y OTHER
REGULATIONS ESPECIALLY IN THE ECONQMIC FIZLD. COLOMBO SAW
ARUZELSKI'S BRAND OF NORMALISATION AS PRCCEEDING QM CQURSE.
URRENT SIGNS OF PROGRESS MIGHT TURN OUT TO 3E FALLACIOUS. THE
ITUATION MICHT BE TRANSFCRMED, BUT NOT JUST YET.
7. MCXERNAN (IRELAND, DEPUTISING FOR HIS FOREIGN MIMISTER)
AGRZED OM THE NEED FOR THE TEN TO TAKE A NCCCOMMITTAL AND PRUDENT
PUBLIC ATTITUDE, 3QTH BECAUSE OF Td= AMBIGUQUS EVIDENCE AND
BECAUSE THERE WAS AN INTIMATE CONNECTION WITH THE MADRID
CONFZRENCE.

8. VAN DEN BROEX (NMETHERLANDS) ALSO AGREZD. THE

E LIFTING COF
MARTTIAL LAW MICHT NOT MEAN ANY REAL INCREASE IN FREEDOM: THE
STATUS OF THE DIALOGUE WAS UNCLZAR: AND SO WAS WALESA'S PERSCNAL
POSITION. POLITICAL DIRECTCRS SHOULD EXAMINE THE SUBJECT,

INCLUDING TEE QUESTION WHETHER A NEW APPROACH WAS NEEDED TO THE
RESCHEDULIMNG QF PQLISH COFFICIAL DEBT.
3. I TOO EXPRESSED STRONG AGRZEMENT ON THE NEED FOR CAUTZIO

SO

WE MIGAT FIND THE GOVERNMENT IN WARSAW MEZTING SOME OR ALL CF
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OUR CRITERIA, IN PART OR IN WHOLE: BUT WOULD THIS SPELL A REAL
IMPROVEMENT IN THE CONDITIONS OF LIFE FOR THE POLISH PEOPLE?

THE FOREIGN AFFAIRS COUNCIL ON 13/14 DECEMBER WOULD PROVIDE AN
OPPORTUNITY TO TAXE STOCK AGAIN. MEANWHILE POLITICAL DIRECTORS
SHOULD WATCH THE SITUATION, LOOK AT THE OPTIONS AND BE READY TO
RESPOND. '

10. HARALAMBOPOULOS (GREECE) STRUCK A DIFFERENT NOTE, URGING THE
NEED FOR TACT AND PATIENCE. EVENTS IN POLAND MIGHT LEAD TOWARDS
NORMALISATION. WE SHOULD NOT TRY TO JUDGE THIS IN ADVANCE.
GREECE WITH HER SXPERIENCE OF MILITARY DICTATORSHIP HAD BEEN
AMONG THE FIRST TO CONDEMN THE MEASURES OF DECEMBER 1981.  BUT
SHE HAD ALSO SPOKEN AGAINST TREATING POLAND AS THE POINT OF
REFERENCE FOR SAST/WEST RELATIONS AS A WEOLE, WE SHOULD NCT

TRY TO INTERPRET EVENTS A PRIORI, BUT JUDGE THEM BY THEIR

LIKELY PRACTICAL COMSEQUENCES.

11. THE PRESIDENCY DID NOT ATTEMPT TO SUM UP.

PYM
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MIPT : POLAND : PUBLIC STATEMENTS

Tl The following are the elements we would like to see
reflected in any public statements 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 Polish people;

B Recall the communique of 4 January 1982 or the NATO
peclaration 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
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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 judged by '
their effects; ~ '
Reiterate the expectations of the International Community
that the Polish authorities will fulfil their bromise

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 tc resume and
develop the kind of relationship which they would wish

+o have with Poland and the Polish people.

PYM
NNNN
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0 NOVEMBER
WASHINGTOH WARSAW MOSCOW
ROUTINE UKMIS GENEVA

YATO POLITICAL COMMITT POLAND

WAS 1O OPPOSITION, AND SOME POSITIVE WELCONE, FOR UK

FOR WORK TO 3E DOME ON AN ASSESSMENT OF THE L IKELY
OF A POLISH ANNOUNCEMENT ON MARTIAL LAW OM 13 DECEMBER
ON A POSSIBLE ALLIED RESPOHSE. INTERNAT!OMAL STAFF WILL PREPARE
ER FOR POLITICAL COMMITTEE ON 7 DECEMBER wHICH wOULD THEN
AVAILABLE, IF AGREED, FOR THE NAC MINISTERtAL OM 9/10 DECEMBER.
NY FURTHER BRITISH VIEWS COULD BE FED INTO THIS IN THE NEXT
COUPLE OF DAY“ INDICATIONS WERE THAT MOST ALLIES WERE PREPARED
AUT IQUSLY POSITIVE RESPONSE TO THE EXPECTED
BUT CAUTION WAS EXPRESSED ABOUT THE NAC
MMUNIQUE COMTAINING REACTION IN ADVANCE TO A
ANMOUNCEMENT OH 13 DECEHBER.

2, ALSTON (UK) DREW Oft YOUR TELMNOS 645, 646, 647 AND 648 TO
WARSAYW (NOT TO ALL). IS (METHERLANDS) AND RINDAL (KORWAY)
REPORTED SIMILAR DEMARCHES BY H AMBASSADORS TO THAT MADE IR
LONDON Qit 26 NOVEMBER. H SAID THAT IN REACTING TO THE
POLISH DEMARCHE, HIS Gi RNMEMNT WAS TAKING THE LINE THAT IT
AnY SIGK R N ND BUT NEVERTHELESS WAS
! REALITY LITTLE wWOULD CHAMNG
ALSO SAID THAT POLAND wWOULD
IKDSAY=PQULSON (DENMARK)
OF THE WORKING GROQUP QF
THEY HAD HEARD THA
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WESTERN ECONOMIC MEASURES.

6., ROSSBACH (BERMANY) SAID THAT THE ALLIES SHOULD AvOID PLACING

THEMSELVES UMDER TIME PRESSURE 7O RESPOND TO A POLISH MOVE. -THE

LATTER SHOULD BE FULLY ASSESSED., A PRELIMINARY GERMAN LIST OF

POSSISLE SUBSTANTIVE WESTERN RESPOMSES HAD DEST RESCHEDUL ING AND
POSITIONS AT THE MADRID ¢! I4C AT THE TOP AND RESUMPTION

POLITICA
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MEETINC OF THE EAST EUROPEAN
WORK ING GROU®, NOVEMBER 26, 1982.
AGENDA ITEM |: THE SITUATION IN POLAND.

THE PRESIDENCY FORWARDS THE WORKING PAPER ON THE SITUATION
IN POLAND, REVISED IN THE LIGHT OF COMMENTS FROM PARTNERS

AT THE ABOVE MEETING. THE PAPER ALSO CONTAINS AN AMENDED LIST
OF RECOMMENDATIONS FOR THE ATTITUDE OF THE TEN TO THE
SITUATION IN POLAND IN THE SHORT TERM AND MIGHT BE USED AS
BACKGROUND WMATERIAL FOR THE MEETING OF THE EUROPEAN COUNCIL,
DECEMBER 3-4, 1982,

l. LATEST EVENTS IN POLAND

SITUATION IN POLAND REMAINS TcNSE ALTHOUGH
ON THE Si € RELATIVE CALM SEEMS TO PREVAIL. NO REAL
H

SOLUTION TO TH
AT HAND. THE £CONOMIC CRISIS SHOWS LITTLE SIGNS OF AN
ENTERING A WINTER OF DISCONTEN
HE FRUSTRATING 3SUPPLY SITUATION AND THE SMOULDERING

IN THE AUTHORITIES MIGHT LEAD TO RENEWED, SPONTANEOUS

v

ATIONS .

onN QOVEHEEE 10, i ¢ SOPULATION APBARENTLY DID NOT
Y MAJCR STRIRES AGAINST THE
AKY RATE UN NGT CAPABLE
NG EXTcNSIVE P
70 Be 1
ITIES AMD i
POSSIBLY ALSTG THE HOPE
BE LIFTED IF THc ION SO P TH
EVENTS ON NOVEMBER 10 MIGHT SIGNAL THAT THE POPULATION |
DOwWN AND THAT THE PERSONAL RISKS OF PARTICIPATING IN PRO
ACTIQNS HAVE Mc TOO HIGH,

m = 1 m

) X

S
T

/HAS BEEN
CC)PJFH)EFQTlAd.




REMAINS WEAKENED AND

ITS LEADING ROLE IN THE

AT
ING A CONTINUED MILITARIZATION
i THAT THE PARTTY HAS l
SITUATION,

NOW ABOUT 1400 TRADE UNIONS HAVE BEEN ESTABLISHED
15ES THROUGHOUT POLAND (N ACCORDANCE WITH THE
ASSED LAW ON A NEW TRADZ UNION STRUCTURE. THIS MEANS
iAT A VERY SHMALL PERCENTAGE OF THE ENTERPRISES IN POLAKD HAVE
CHOSEN TO JOIN THE NEW TRADE UNIONS, THz GENERAL ATTLJUDE AMONG
WORKERS APPEARS TO VARY FROM WAIT-AND-SEE TO SCEPTIC!éM,
SUSPICION AND REJECTION, THUS, GOVERNMENT EXPECTATIONS THAT
THE NEW WOULD GAIN SUBSTANSIVE POPULAR
SUPPORT DO NOT SEEM TQ HAVE BEEN MET, SO FAR.

6. THE PRON-MOVEMENT, AL LT A PARTY-DOMINATED OrRGAN, HAS
CALLED ON THE SEJM TO |AL LAY SHORTLY. IN ITS STATE~-
MENT PRON ADVOCATES i1..€ OF ALL INTERNEES, PREPARATIONS
FOR AMNESTY, AS WELL AS TH UMPTION OF OPERATIONS OF THE
SUSPENDED ORGAWIZATIONS. I[N W OF THE HEAVY PARTY DOMINANCE
THE STATENMENT MIGHT BE ; T ANOTHER INDICATION OF THE
GOVERNMENT'S INTENTIONS.

CPE/MUL ETR 4362 PART 2 OF 3

S0 FAR, NOT SUFFICIENT EVIDENCE TO EVALUATE
|MELICAT IOKS OF THE REi i NOVEMBER 13 OF
LECH WALESA. HOWEVER, THE I Mik. WALESA AT

THIS STAGE DOES INDICATE

S-
JUST NOw SceMd

RITIES HAvE APF

-
|

/9.SPECULATIONS
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CIRELY : { i AS

AUTHORITIES, IN FACT, Af DETERMINED TO iY THE EXISTENIE
OF ANY PLATFORM OR MANDATE TO WHICH MR. WALESA MIGHT WISH TO

REFER.

10. THE DWINDLING MANIFESTATIONS, THc GRADUAL DISINTEGRATION
OF UNDERGROUND SOLIDARITY AS wcLL AS THE RELEZASE OF MR. WALESA
SEEM TO HAVE STRENGTHENED THec POSITION OF GENERAL JARUZELSKI.
THUS, RECENT RUMOURS THAT GENERAL JARUZELSK! MIGHT FACE THE

11. ON NOVEMBER 13, THE MILITARY COUNCIL (WRON) HAD A MEETING
CHAJRED BY GENERAL JARUZELSKI. AS A RESULT, AND MAYBE IN AN
ATTEMPT TO AVOID NEW DEMONSTRATIONS, THE POLISH PARLIAMENT,
SEJM, HAS BEEN SUMMONED FOR A MEETING ON D BER 13. 1T 48
PROBABLE THAT THE POLISH LEADERS VWILL TAKE THIS OPPORTUNITY

TO SUSPEND OR LIFT MARTIAL LAW BEFORE CHRISTMAS. HOWEVER,

IT IS ASSESSED THAT THE RESTRICTIONS WILL PROBABLY Bt
CONTINUED IN ORDER THAT THE AUTHORITIES CAN MAINTAIN THEIR
FIRM GRIP ON THE INTERNAL SITUATION. MOST LIKELY MARTIAL LAW
WluL BE REPLACED By SPECIAL POWERS VESTED IN THE GOVERNMENT

Ok BY SIMILAR PROVISIONAL REGULATIONS UNTIL NORMALIZATION

HAS BEEN FULLY ACHIEVED. THE REGIME HAS ALREADY TAKEN S0Mt
STEPS TO ENSURE ITS CONTROL AFTEZRk MARTIAL LAW 1S ENDED.

RECENT LEGISLATION PROVIDES THE LEGAL MEZANS TO THWART
PROTESTS, THE NEW TRADE UNION LAW, FOR £XAMPLE, SEVERELY
RESTRICTS STRIKES AND PROTESTS. OTHER LAwWS ON FORCED LABOUR,
JEVENILE DELINQUENCY AND ALCOHOL ABUSE ALLOW THE AUTHORITIES

" UONS | GERABLE LATITUDE IN PUNISHING DISSENTERS. FURTHERMORE,

IT 15 ASSUMED THAT, FOR SECURITY RZASONS, THE MILITARY WILL
REMA [N ﬁ;AV|Lf INVOLVED IN ADMINISTERING THE COUNTRY.

R CONCESSIONS WILL HAVE
REATE A CREDIBLE BASIS FOR A
POPULATION. SUCH CONCESSIONS
EASE OF ALL INTERNEES

E POSSIBILITY OF A ''CHRISTMAS=-
STY, MAYBE PARTIAL,

LIBGHT OF RECENT OFFICTIAL

T THAT FURTH
BE MADE IF THE REGIME WANTS TO
UMPTION OF THE DIALOGUZ WITH TH
AS A MINIMUM ENCOMPASS THez R
AND AMNESTY FOrR THOSE IN PRISON.
CARCEL'"' INCLUDING RELEASE AND AN
CANNGT BE ENTIRELY EXCLUDED IN THE
STATEMENTS TO TrlIS

H
g
T

=
C
E
L
H
E

ON DEVELOPMENTS IN POLAND HAVE LATELY
THIS MAY INDICATE SOVIET ACQUIESCERCE
L JARUZELSKI'3 PRESENT POLITICAL COURSE. THE
ION OF GOVERNMENT CONTROL OVER THE SITUATION
TAKEN BY THE 30VIET UNION AS A SIGHNAL THAT
SK1'S BOLICY 1S WORKING. THIS MAYT HAVE IHCREA
SK1'S kOO FOR MANQEUVRE.
3
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CPE/MUL ETR 4362 PART 3 OF 3

14. THE RELEASE OF LECH WALESA MAY CTOMSTITUTE A POSITIVE
DEVELOPMENT. AT THE SAME TIME 1T SHOULD BE NOTED, HOWEVER,

S REMAIN INTERNED, THAT MARTIAL
£t TRADE UNION SOLIDARITY HAS

THAT A LARGE NUIMBER OF PERSON
LAW CONTINUES AND THAT THE FR
RECENTLY BEEN DISSOLVED.
15. FURTHERMORE, THE POSSIBILITY CANNOT BE IGNORED THAT THE
RELEASE OF MR. WALESA IS PART

FLAN THE AIM OF WHICH 1S TO CREATE A SITUATION IN POLAND
THAT COULD BE PRESENTED AS A FORMAL FULFILMENT OF THE THREE
DEMANDS: LIFTING OR SUSPENDING MARTIAL LAW IN DECEMBER,
RELEASE AND AMNESTY FOR THOSE DETAINED, ESTABLISHMENT OF
CONTACTS, WHICH ALLEGEDLY CONSTITUTE A SOCIAL DIALOGUE.

16. THESE FACTORS INDICATE THE FOLLOWING ATTITUDE OF THE TEN

IN SHORT TeRis

DEMANDS SHOULD BE MAINTAINED. THE REFERENCE TO
SOLIDARITY SHOULD MOT, AT THIS 5TASE, BE LEFT OUT.

THE TEN SHOULD EXPRESS THE IR wISH TO SEE FURTHER SUBSTANTIAL
STEPS TOWARDS AN ACCEPTABLE SiTUATION IN POLAND., THEY SHOULD
IN CASE SUCH STEPS weRkE TO

S5 THEIR COMPASSION FOR TH THE POLISH
TE THEIR %WISH TO RETURN TO NORMAL
RELATIONS WITH ! ND. IN EVALUATING THE POLITICAL
IMPLICATICHS OF Ll
HOULD PAT ATTENTION TO Thc FOLLOWING QUESTIONS (''TARD=-

STICKS'"):

FTING OF MARTIAL LAW THE TcN

f EMERGENCY POWERS'' O

JAL LAW REGULATIONS?

Z2) VWILL ALL IMTERNEE RELEASELD?

3) WlLL AMNESTY FOR SOME POLITICAL PRISONERS BE

IMPLEMENTED AND WHcN

DEMILITARIZED (INCLUDING THE MINING
i

SECTCRS)

/'7) Wik b
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ANNEX C EAST-WEST RELATIONS: RELATIONS WITH THE SOVIET UNION

OBJECTIVE
1ir, While standing firm on principles, the Ten should signal
that a more constructive relationship is available, if Soviet

Union is willing to adopt a new approach.

POINTS TO MAKE

2 Andropov has hinted at a less confrontational relationship

with West, but has not shown hand on specifgc issues.

3% West has no reason to change our policies. But we should
not let opportunity slip if new Soviet leadership is prepared

to move towards some accommodation on strategic balance and other

major issues.

BACKGROUND

References

A FCO tel 157 to Copenhagen (Meeting of Foreign Ministers:
Brussels 23 November)
CPE MUL ETR 4368: East European Working Group Paper on the
Implications of the Leadership Change in the Soviet Union
Internal
4, Smooth transition after Brezhnev’'s death, but decision not
to elect new President at Supreme Soviet meeting on 23-24
November probably due to inability to agree candidate: conveys

inevitable impression of political uncertainty.

/5.
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S No sudden changes expected. Stress on continuity and

collectivity. Andropov appears assured and forthright.
Familiar with internal issues. Dealt with economic issues
bluntly and candidly in speech to Central Committee on

22 November.

i Basic economic problems remain. Declining growth,
less productivity, high military expenditure and fourth
successive bad harvest will probably necessitate imports of
about 40 million tons of grain in 1982/3.

Foreign Policy

iy Foreign Policy section of Andropov's Central Committee
on 22 November speech was well constructed and moderately

phrased tour d'horizon. Emphasised continuity of Soviet

policy and commitment to detente (on Soviet terms).
Indicated readiness to improve East-West relationship, but
put blame on West for present deterioration and could be no
quesition of making improved relations with West conditional
on preliminary concessions by Soviet Union. Maintained that
Soviet Union not prepared to make unilateral concessions

or alter behaviour in attempt to buy improved relations. No
sign so far of any change of approach on specific issues:

amms build-up, Afghanistan, etc.
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TO IMMEDIATE COPENEHAGEN

TELEGRAM NUMBER 157 OF 23 NOVEMBER

INFO ROUTINE OTHER EC POSTS, WASHINGTON, MOSCOW, WARSAW,
UKDEL NATO, UXMIS NEW YORK, LISBON, MADRID, OSLO, UXDEL MADRID,
TOKYO, OTHER NATQ POSTS, BUDAPEST, BUCHAREST, PRAGUE, EAST
BERLIN, BELGRADE

INFO SAVING CANBERRA, WELLINGTON, HELSINKI, MEXICO CITY,
UXDEL STRASBOURG

EUROPEAN POLITICAL COOPERATION

MEETING OF FOREIGN MINISTERS: BRLSSELS, 23 NOVEMBER 1982.
RELATIONS WITH THE SOVIET UNION '

1. ELLEMAN-JENSEN (PRESIDENCY) SAID THAT THE CHANGE OF LEADER=-
SHIP IN MOSCOW MADE IT'NECESSARY TO CONSIDER WHAT SHOULD 3E THE
ATTITUDE OF THE TEN TOWARDS THE SOVIET LNION. THERE WAS A
DEARTH OF EVIDENCE AT PRESENT, AND A STRONG CONTINUITY:
'BREZHNEVISM WITHOUT BREZHNEV'. POLITICAL  DIRECTORS HAD STARTED
WORK ON AN ANALYSIS, AND THE FIRST DRAFT COULD BE READY IN TIME
FOR THE EUROPEAN COUNCIL ON 3/U4 DECEMBER. :

2. GENSCHZR (FRG) SAID THAT THE CHANGE OF LEADERSEIQ HAD
CLEARLY BEEN WELL-PREPARED. ON 5 NOVEMBER BREZHNEV HAD
DESPATCHED A LETTER TO CHANCELLOR XOHEL WARNING THE FRG AGAINST
ACCEPTING NEW MISSILES AND AGAINST DEADLINMES, ESPECIALLY AUGUST
1983. THIS HAD ALSO BEEN THE LINE TAXKEN BY ANDROPOV WITH
CARSTENS AND HIMSELF IN MOSCOW. . ANDROOOV'S MANNER AT THIS
MEETING HAD SUGGESTED THAT HE WANTED IT CLEARLY UNDERSTOCD THAT
HE WOULD TAKE THE LEAD IN ALL MATTERS, INCLUDING FOREIGN NOLICY.
GROMYXO HAD AGREED TO VISIT THE FRG IN THE THIRD WEEK OF JANUARY.
3. GENSCHER ADVISED AGAINST SPECULATION AS TO POSSIBLE CHANGES
IN SOVIET POLICY. IT WOULD BE BETTER TO WORK OUT OUR OWN IDEAS
AND BE CLEAR ABOUT OUR OBJECTIVES. IT WAS SATISFACTORY THAT UWE
DID HAVE A COMMON APPROACH IN MADRID AND ON INF AND START.
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THE PRESENT PERIQD 9AS CgE QF TRANSITICN IN MQSCO4. WESTERYN
20LICY SEOULD 2CVBINE FIRMNESS WIT2 'AN QUTSTIRETCHED HAND'
(GENSCEEZR REPESATED THIS PHRASE TWICE). PRESIDENT REAGAN'S
SPESCH OF 22 NOVEMBER BAD RIGATLY INDICATID WILLINGNESS FCR
DIALCGUE. THE RIGHET POSTURE WAS ONZ OF CALMNESS, FIRMNZSS AND
DECLARED INTEREST IM DEZVELOPING IELATIONS.
4. GENSCHZ2 DASW ATTENTION TO RECENT SIGNALS BETWIZEN MOSCCH
AND PEXING. HE DETSCTEZD ¥O SUSSTANTIAL CONVEARCEINCE CF PCSITICNS
SO FAR, SUT TEESRE WAS A SUBSTANTIAL D2ISMANTLING QF THE 'INEMTY
IMAGE. MOSCOW AND P?SXING WERE NCW READY TO SEE EACH OQTEER AS
A PARTVNER IN TALXS. THIS CREATZD TEE OPPORTUNITY FOR FUETHZR
" PROGRESS, ALTHCUGH THIS PROBABLY WCULD NCT OCCUR JUST YIT.
S. I AGRESD WITH GEMNSCEESR'S ANALYSIS AND RECCMMENDATIONS.
GACMYIO HAD TAZEN A VERY HARD LINE WITH T IN MOSCOW, TSPSCIALLT
CN ARMS CONTROL, BUT THIS WAS TO 3E E=XPECTED. 1 EAD NO
IMPRESSION TEAT ANYTHEING IN MOSCQOW WAS CHANGING I=zT. YT SZOULD
JOT RECONSIDER QUR PRESENT ATTITUDE, 20T WE S20UL2 PUT QURSILVES
IN A S0SITIOM TO DO SO IF SVENTS MADE IT DESIRAZLZ. THE Y420
TOREIGN MINISTERS MSETING AND ITS COMMUNIQUE WCOULD ZE OF GREAT
IMPORTANCE. WE MUST MAINTAIY CUR STRENGTE SUT SIMULTANIOUSLY
SHOW READINESS FOR DIALCGUE. ANDRCPQV’S SPEECH QF 22 MNOVEMEER
WAS THE SPEECH OF A THOUGHETZUL MAN. OUR OWN PUSLIT OPINICN
¥OULD EXPECT US TC EXPLORE T2E POSSIZILITIES, AMD WE MUST DC S0.3UT
THEY SHOULD ALSO 3£ PREPARSD FOR TEET P0SSIBILITY OF THE SITUATION
GZTTING WORSE RATHSR THAN ZETTEZR: FALSE HCOPES MUST MOT 3E
RAISED.
8 I AGREED TZAT THE SOV CHINZSE TALXS WERE IMCCORTANT.

YOT EXPECT ZARLY CIANGES, 20T IT #UST 3E AN CBJ=CTIVE FOR

SO7I=T UMNION TO TRAW TEZ RELAZIONSAI?.

COLSMBO (ITALY) CONCTRERED.
=

TSRS WERS NO OTEZR COMMENTS AND MO PRESIDENCY STMMING 772,
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ERSHIP CHANGE

THE PRESIDENCT FORWARDS THE WORKING PAPER ON
IMPLICATIONS OF THE LEADERSHIP CHANGE IN THE
REVISED IN THE LIGHT GF COMMENTS FROM

MIGHT BE USEI

CF THe EURO

UNICON FOLLOWING
¥

.LZONID 1LICH

THE DEATH ON NOVEH 0, 1 : N

AN EXACT
OF THE SOVIET UNION
IMPLICATIONS FOR

2. THE ELECTION OF fuRf ANDROPGV WAS i
INGICATING THAT THE LEADERSHIP ATTACHED
MR. BREZHNEV'S SUCCESSOR BEZING IN

FORE HE 'EERAL, AND THAT
OPPUS I TION HE CH OF ANDROPOV.
AS THE NEX '

TG HNOMINAT

THEN AND MAY

MANOEUVRE .
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i
THAT HE WILL BE IN CHAR! HE DEPARTMENT FOR
INDUSTRY..
IT IS DIFFICULT TO APPRAISE WHETHER
MEAN A MORE FIRM POLITICAL BASE FUrR
MENT AT The
DEBUTY CHAIRMAN OF THE COUNCIL MINISTERS HAT

- T -

At JNCREASED STRUGGLE AGAINST CORRUPTION.

ND HEALTH) OF ANDROPOV AND OTHER MEMBERS
HI? L1iiITS THE SPAN OF YEARS FO
OVER Br ANDROPOV CAN BE DESC
SE GRADUALLY GIVING ROOM FOR
GENERATION, X
5. RELATIVELY FEW FACTS ARE AVAILABLE ABOUT ANDROPOV'S
MAIN VIEWS AND MANAGEMENT ST(LE. HIS EXPERIENCE IN THE CC
APPARATUS, AS AMBASSADOR TO HUNGARY DURING THE 1956
UPRISING, AND AS CHAIRMAN OF THE KGB FOR THE LAST 15
fEARS, HAVE INVOLVED HIM CLOSELY IN ALL MAJOR ON
THE SOVIET BORDERS OF THE LAST 25 YEARS. HIS SHOWS
“HIM TO BE NO LIBERAL IN THE WESTERN SENSE, BuT TH SEENS
TO BE AGREEMENT THAT ANDROPOV IS A SKILLED O AND -
THAT HE TAKES AN INTELLIGENT 1&
QUTSIDE THE SOVIET UNION = £.6. IN THE PR

HUNGAR IAN REFORHMS.

-,

TEREST IN

| ) B i = Sl e S ' [l

OFF ICIAL STATEMENTS AFT
RESS THE CONTINUITY OF
THE BREZHNEV ERA. REFEREN
CONGRESSES. A COMPARISON
NOVEMBER 10 AND THZ LATES
AND OTHER MEMBERS OF
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=
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X

''"A4 SrcZHNEVISM

WITHOUT BREZHMEV''. HOWEVER, A M

MAT FLOW FROM THe CQUALITI
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7. THE NEY LEADERSHIP 1S FACED WITH MAJOR AND

coONOMIC PROBLEMS IN THE S0OVIET UNIONM.
THE CC PLENUM ON NOVEMBER 22 ANDROPOV SHOWEZD SIGNS OF
A FLEXIBLE APPROACH TO ECCMOifIC MANAGEMENT, BUT HE GAVE
NO INDICATION THAT MAJOR REFORM OF THE ECONGIIC S5r3Tei
15 CONTEMPLATED. CRITICISING MAJOR DEFICIENCIES IN BLAN
FULFIL¥ENT OVER THE LAST 2 vEARS, HE INDICATED THAT
LIVING STANDARDS COULD ONLY IMPROVE IF £CONGMIC

S0uLvED QUICKLT. EXISTING

MIC EFFICIENCY SHOULD Bt
IMPLEMENTED, IN PARTICULA
TIME THE QUESTION
INDEFPENDENCE NTERPRISES AND FARMS,
AUTIQUS APPROACH. ON EESGURCE ALLOCATICN
yAS NO SIGN OF A CHANGZ OF LINc: CONSUMER GOODS
ONTINUE TO BE GIVEN PRIORITY IN ACCORDANCE WITH
fEAR PLAN BUT THE FORCES wOULD CONTINUE TO
RECEIVE ALL THAT THEY

8. IN FOREIGN POLICY NO DEVIATICNS FROM THE aaazanev
" LINE HAVE 50 FAR BEEN OBSERVED. THE STATEMENTS AND
SPEECHES AND ALSO THE AVAILABLE INFORMATION ABOUT THE
BILATERAL MEETINGS IN CONNECTION WITH BREZHNEV 'S FUNERAL
GIVE NO SUBSTANTIAL SIGNS OF NEITHER A ''HARDENING''
'"1SOFTENING'' OF BASIC SOVIET POSITIONS. IT 1S
ENT THAT FOREIGN POLICY HAS A HIGH PRIORITY WITH
ROPOV, WHO SEEMS TO HAVE A DETAILED KNOWLEDGE OF
ENT ISSUES AS A RESULT OF HIS KGB POST AND HIS
NSIBILITIES IN THE PAﬁTf SECRETARIAT.

HE

9. IN EAST—WesT R:LATIONS NO NEW SIGhALa OF SUBSTANCE
HAVE BEEN OBSERVED. THIS GOES FOR THE SITUATION IN
POLAND, THE MADRID MEETING AND ARMS CONTROL THE
STRESS ON THE ROLE OF THE MILITARY HAS BEEN uONTINUtD.
ANDROPQOV'S EMPHASIS ON DETENTE IN HIS SPEECH
ULD INDICATE THAT
HOWEVER ,
NDT IN

G ZiiPHASIS
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10. THE RECENT
BABRAK KARMAL AN
COULD INDICATE
13SUE. THERE

OBJECTIVE iAT

ARCA VHERE THE
ANDROPOV HAS
OF THe SOVIET
COUNTRIES'

OF THE LINE

COREU COPENHAGUE
Fi

N DE TEXTE

LINITED
EESD

ceb(ed

SIR T BULLARD
HR GoobisoN
MR MANMAY

N HMENTICNED AS AN
OF SOMe MOVEMENT. iR.

N OACTIVE IN THE PLANNING-
THE MEETING BETWEEN THE
1MPLY A CONTINUATION
ALKS ARE LIKeLY TO

ICOFIES SENT TO desssaase IRV RRRNTRRIN]
EC EMBASSIZS IN LONDON]
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ANNEX D: MIDDLE EAST

OBJECTIVE

1. To consider Ten's role in promoting progress on Arab/

Israel and Lebanon.

POINTS TO MAKE

25 Arab/Israel: Important for Ten to maintain dialogue with

all parties, including Israel. Useful that Presidency raised
settlement issue. Firm US response to Israeli defiance on
settlements crucial for Arab confidence. Presidency should
confirm Ten's views to US.

3. Balance of Ten's policy right. PLO has so far missed
opportunity to meet US conditions for dialogue. No change in
Ten's relationship with PLO justified until PLO show willingness
to make progress.

4, Concerned that momentum of Reagan initiative beginning to
fade. Ten should use contracts with Arabs to urge importance
of seizing opportunity, while US opinion (including Congress)
favourable. King Hussein needs Arab, including PLO, support
to enter negotiations.

0% [If raised] Measures against Israel. Imposed to show

strength of feeling at Israeli policy in Lebanon. Should
remain in force until Israel shows interest in progress

(eg withdrawal from Lebanon).

6. Lebanon. Lebanese and US see multinational force as

vital to secure withdrawal of foreign forces. Accept this is
realistic, although difficult question of British participation

remains under consideration. Hope to help with training.
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T UNIFIL has important role: more thinking needed on how .

it might fit in to overall peacekeeping arrangements.

8. Iran/Irag. (If raised) Prospects for mediation by Ten
remain poor. Uncritical support for Iraq will not bring

peace nearer; would also risk provoking ill considered Iranian
reaction. Believe Ten should stick to line agreed Dby Political

Directors. on 23 November.

BACKGROUND

Reference

FCO telegram no. 199 to Copenhagen: MiniSterial meeting of
23 November.

9. Arab/Israel. Elleman-Jensen will presumably report on

his visit to Israel (due to take place on 27 November). Foreign
Ministers agreed that he should speak on Ten's behalf in
stressing the damaging effect of Israeli policies in the
occupied territories, and particularly the continuing
settlements programme. The UK initially suggested that the
Presidency should make these points to the Americans, and it
would still be useful for the Presidency to underline with

the Americans our concern that failure to take action over
settlements is undermining Arab confidence in US determination.
105 In earlier discussions in the Ten, some partners (French,
Italians, Greeks) have argued that Ten should develcp closer
contacts with the PLO in order to encourage them to make a move
on acceptance of Israel. They have not so far pressed this view
nard, and seem to have accepted that it would not be right to
make any gesture towards the PLO until che P1O's policy is
defined at the Palestine National Council meeting (expected

late December or January).
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ki Measures against Israel. Elleman-Jensen will have come

under pressure in Israel to end the measures taken by the
Community against Israel in June (suspension of signature of
Second Financial Protocol, and postponement of EC/ISrael
Ministerial meetings - the suspension of arms sales in Israel

is in a different category as it was not a formal decision by
the Ten). In our view the Ten should not simply drop their
measures against Israel without evidence of Israelil willingness
to make progress: Israeli agreement to a timetable for withdrawal
from Lebanon would be the obvious peg on which to hang a
decision to end these measures. No deadline or conditions
should be set now.

12. Lebanon. At the Foreign Ministers meeting on 23 November,
there was some discussion as to whether the multinational force

(MNF) or UN forces should take the leading role for peace-

keeping. Both the Lebanese and the US consider that in practice

only the MNF can take on the vital job of helping the Lebanese
army ensure security in the period immediately after the
withdrawal of foreign forces (if the UN attempted to take on
this role, it would effectively give the Russians a veto over
the withdrawal process. If there is to be a continuing role
for UNIFIL, work will need to begin soon on a new mandate

(the present mandate expires on 19 January). It will be
important to ensure that coordination between the MNF and UNIFIL
by the use of UN observers continues.

135 Habib returned to the region on 18 November to take
charge of both the Israel/Lebanon negotiations on withdrawal

of forces, and wider discussions on Arab/Israel. This may

/speed
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speed up progress in the withdrawal talks, which have recently .

been bogged down in procedural discussions. The Israelis have
made clear their intention to withdraw, but will hold out

for maximum concessions, including both satisfactory security
arrangements and full normalisation (trade, travel etc) with
Lebanon. Pressure on the Israeli government has increased
following the explosion at the Israelil military HQ in Tyre in whici
75 Israelis died, even though this is said to have been an
accident.

14, Iran/Iraq: Mediation by Ten. The Ten have recently

peen asked by the Iragis, the Kuwaitis and the Arab League.

to take action to end the war. On 23 November the Political
Directors agreed on the following common line in reply:

''"The Ten should tell interlocutors that we share their concern,
that we have expressed our hope for peace om 2 number of |
occasions, but that unfortunately we are not in a position toO
intervene effectively with the parties. The Ten support the
efforts of those better placed, for example the UN Secretary
General, the Islamic Conference, the non-aligned movement,
Algeria, Turkey and Pakistan.''

195 Current Military Situation Both sides re-grouping

Amara sector following Iranian offeansive launched om 1 November.,
Small scale Iranian raid on Mandali on 14 November, with

probable objective of maintaining pressure om Baghdad, beaten off.
On 21 November, Iragis claimed to have sunk 5 tankers mocred

off Kharg Island. In fact three ships (including one tanker)

hit and badly damaged scme distance from Khargz. No apparent

damage to oil exporting facilities at Kharg.
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GRAM NUMBER 159 OF 24 NOVEMEER

RCUTINE QTHEZR EC POSTS WASHINGTON MOSCOW TOKYO

UXREP BRUSSELS UKDEL NATO UXKMIS NEW YORK LISBON MADRID
DAMASCUS TUNMIS AMMAN JEDDA SEIRUT CAIRC TEL AVIY
INFO SAVING UXDEL STRASBOURG HELSINKI STOCKHOLM ANKARA
MUSCAT ABU DHABI RABAT TRIPOLI SANA'A ALGIERS DOHA BAHRAIN
ADEN BAGHDAD MOGADISHU. TEH

ROPEAN POLITICAL

U c
23 NOVEMBER  MIDDLE

OOPERATION MINISTERI MEETING USSELS
EAS

AST

SUMMARY

s EXTENSIVE EXCHANGE OF VIEWS. AGREED THAT PRESIDENT IN OFFICE

PRS-

SHOULD VISIT ISRAEL IN ORDER TO EXPRESS COMCERM OF TEN, IN PARTI-

- =k

CULAR ON SETTLEMENTS AND EXPULSION OF LECTURERS. THIS VISIT TO

IMPLY NO CHAMGE TO 3ASIC EURQOPEAN POSITION OR TO OUR SUPPORT FOR
THE REAGAM INITIATIVE.

e DIVIDED VIEWS 0¥ WHETHEP IN THEZ LONG TERM AN

OR AN EXPANDED MNF SHOULD TAXE RESPONSIBILITY TOR F

B
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= LZ3ANOM.

DETAIL

3. SLLEMAMN-JENSEN (DANISH PRSSIDENCY) INFORMED PARTIERS A3Q0T
HIS RECSNT VISITS TO THE LEBAMON AND JCRDAY.

4, HE PROPOSED THAT HE SHOULD VISIT ISRAEL IN THE NEAR SUTURS
307THE TO MANIFEST THE DESIRE OF THE TEN TO STAY IN CONTACT WITH
30TH PARTIZS IN THE DISPUTE AND TO STRESS THE DAMAGING EFRECT
OF ISRAELI POLICIES IN THE OCCUPIED TERRITORIES. (NEITHER

CT THAT A VISIT 8Y.
US TO 3EGIN ON 27

SLLEMANMN-JENSEN NOR OTHERS REFERRED T0 THE F]
HIM TO ISRAZL HAD ALREADY 3EEN ANNOUNCED AS D
MOVEMBER - YOUR TEL 40S.)

5. FOR THE UX, I SAID THAT ANY ACTION TAKZN CN 3EHALF OF THE TZ
MUST 3EAR FULLY IN MIMD THZ REAGAN INITIATIVE WHICE WZ HAD
STROMGLY ENDORSED. ON MY RECENT TRIP TO JORDAN IT HAD BEEZN CLZAR
TEAT THE MOMENTUM SESIND THIS INITIATIVE 9YAS FADING. THE ARAZS
WERE NOT CONVINCESD THAT REAGAN WAS GOING TQ PUT HIS FULL WEIGHT
SEHIND HIS OWN PLAN. IN PARTICULAR ISRAELI INTENTIONS TO EXPAND
SETTLEMENTS MUST 3E PUT INTO REVERSE, CR ARAB CONFIDENCE IN THE
PLAN WOULD ZVAPORATE. IN JORDAN I HAD 3EEN SHOWN AM ISRAZLI MA?
OF THT WEST 2ANX WITH THE BORDER OMITTED AMND THE PLACE NAMES
CHANGED. OCN THE PROPOSED PRESIDENCY VISIT TO ISRAZL I SAID THAT
THIS MUST BE SEEN TC 3E IN ACCORD WITH EXISTING POLICY, AND IN
PARTICULAR SEOULD NOT CUT ACROSS US ACTIVITIES IN THE REGICN
SITEER IN SUBSTANCE OR TIMING.

6. IN LESANON, I YAS CCNCERNED TEHAT WITHDRAWAL OF FOREIGH

T
MIGHT 3E HAARDER TO ORCANIZES THAN WAS SOMETIMES SUGGESTED, AND

UNIFIL'S CURRENT MANDATE MIGHT SX2IRE ON 19 JANUARY WITH THE
SITUATICN UNCHAMGED.

Tos coLaeM30 (ITALY) SAID THAT T4 - ION IN TRT |

IMPRCVED GREATLY 3Y COMPARISON WITH SEW MONMTHS AGO.
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NOW A GOVERNMENT DETERMINED TO REIMPOSE

PRESENCE OF THE MNF WAS HAVING A USEFUL 3

GOVERNMENT WAS KEEN THAT THIS BE STRENGTH - AS¥ED A NUM=-
BER OF COUNTRIES TO CONTRIBUTE, WITH VARYING T

8. THE CENTRAL PROBLEM REMAINED THE YITHDRAWAL OF ISRAELI AND
SYRIAN FORCES. ITALY WAS CONCERMED THAT THIS WAS BECQMING
ENTANGLED IN THE GEZNERAL PROCESS OF NEGOTIATION, AS ALL PARTIES
MADE CONDITIONS. EUROPE MUST HELP TO SORT THIS OUT. WE SHOULD
TELL THE UNITED STATES TO PRESS THME ISRAELIS TO WITHDRAW FROM THE
LEBANON.

9. OM THE ARAB/ISRAEL PROBLEM COLOMBO YOTED A CONVERGENCE CF
VIEWS 0N THE PRINCIPLES SET QUT IM THE VENICE DECLARATICN. WE
SHOULD CONTIMUE TO PUSH THESE PRINCIPLES.. IF THE PRESENT OPPOR-
TUNITY WAS MISSED THERE WAS A DANGER THAT WE WOULD BE LEFT ONCE

AGAIN WITH AN ISRAELI IMPOSED STATUS QUQ.

10. COLOMBO SUPPORTED THE IDEA OF 4 PRESIDENCY VISIT TO ISRAEL
URGED ELLEMANN-JENSEN NOT TO STRESS THE DIFFZRENCES BETYEEN

THE EUROPEAN AND US PQSITIONS. THE TEM SHOULD ALSO PRESS QM THE
THE NEED FOR THEM TO MOVE IN A POLITICAL DIRECTION, AND SHQOULD

CONSIDER MAXING A STATEMENT OPENING THE WAY TO MUTUAL RECOGNITION.

- LI

THIS MIGHT THEN HELP TOWARDS THE EVENTUAL ESTABLISHMENT OF PLO/
ISRAEL LINKS. (THIS SUGGESTION OF A STATEMENT ON THE PLO WAS
NOT TAKEN UP BY OTHER SPEAKERS NOR PRESSED 3Y CCLOMBO.

11. LAUTENSCHLAGER (FRG) SAID ON GENSCHER'S BEHALF SAID THAT TEZ
TEN SHOULD USE THEIR INFLUENCE WITH ISRAEL TO THE MAXIMUM. THE
IDEA OF A4 PRESIDENCY VISIT WAS COURAGEOUS AND SEQULD 3E ENCOURAGE
THE TEN SHEOULD ALSQO RE-EXAMINE IN THE COMMUNITY MACHINERY THE
QUESTION OF A FUTURE COOPERATION COUNCIL WITH ISRAEL AND THE SIG-
NATURE OF A FINAMNCIAL PROTOCOL AND LET ISRAEL XNOW THAT THIS WAS
HAPPENING.

12. HARALAMBQO2QULOS E) EMPHASISED THAT THE TEN HAD PRC-

GRESSED FAR SEYOND THEIR POSITION ADOPTED AT VENICE. HI QUOTED

-t -
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EXTENSIVELY FROM THE MINISTE!
RIGET QF THE PALESTINIANS TO P

TEIS IMPLIES' IMPLIED THE ZIG TO A SEPARATE STATE. 1IF THER
WAS NO PROGRESS TOWARDS THZ SATISFACTION QF THEIR LZGITIMATE
ASPIRATIONS, HE FEARED THAT THE PALESTIMIANS, A.DISPERSED AND
3ITTER PEQPLE, MIGHT TURN TO DESPERATE METHODS. HE AGREED WITH

xIA

E
-
-

STATEMENT OF 20 SE2TEMBER.

L
LF-DETERMINATION 'WITE ALL THA

-
¢
e
S
2

ML POINT

TEN SHQULD CALL OM THE UNITED STATZS T0 USE ITS FULL |

HZ HOPED THAT THE PRESIDENCY VISIT TO ISRAZL WOULD CONTRIRNT

TO THIS AND WOULD SNABLE THE TEN T0 BE SEEN AS A P0SITIVE McCTRR.
THE MIDDLE EAST WAS A SENSITIVE REGION AND EVENTS THERE CQULD
HAVZ SERIQUS REPERCUSSIONS IN NEARBY COUNTRIES SUCZ AS GREECE

AND THE COMMUNITY AS A WHOLE.

13. CHANDERNAGCOR (FRANCE) SAW NO-CBJECTION TC A PRESIDENCY VISIT
USING ALL INSTRUMENTS OF PRESSURZ AT THE DISPOSAL OF THE TN TO
PEASUADE ISRAEL 70 SEOW GREATER UNDERSTAMDING. Z3ANCN THE
SITUATION ON THE GROUND WAS DETETRIORATIMG, AND

CREDIZILITY QF THE GOVEANMENT.

14. HE MOTED THE GREAT COMPLEXITY OF US PLANS FOR AN EXPANDED
MNF, IT WAS FOR CONSIDERATION WHETHER THE MNF SEOULD NOT.STAY

IN PLACE AND PERFORM ITS PRESENT FUMCTICNS, WHILS IN TZE LONGER
TERM THE RECQNSTRUCTICN CF THE LZ3ANESE STATE PROCEIDED UNDER THE
PROTECTION OF THE UN. THIS HAD IMPLICATIONS FOR THE FUTURE ROLE
AND MANDATE OF UNIFIL.

15. ISRAEL WAS SEEAVING MORE AND MCRE dE #ZST BANK AND
GAZA WERE ANMEXED, NOT JUST QCCUPIZD. FRANCE JAS PARTICULARLY
CONCERNED AZQUT THE RETUSAL TO RWUEW THE VISAS QF

LECTURERS. THIS WAS A FLACRANT ATTACX ON SUMAM RIGHTS. CERTAI
PARTNERS HAD ALREADY

THE ZURQPEAN PARLIAMENT'S POLITICAL AFPAIRS COMMITTEE.

DENCY SHCULD PROTZST ON 3EHALF QF THE TSN AS SOCNM AS

ALY FOREZIGHM

18. NAN (IRSLAND)
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THE PRESIDEMNCY MIGHT CONTACT OTHER PARTIES INVOLVED SUCH AS THE
SAUDIS AND THE SYRIANS.

17. THE PRESIDENCY VISIT RAISED PRESENTATIONAL PROSLEMS. ISRAEL

Al

MIGHT REPRESENT IT AS A SOFTEMING OF THE EUROPEAN POSITIOM. TO

PREVENT THIS THE TEN SHOULD MAKE A CLEAR STATEMENT OF THEIR
ZSSENTIALLY UNCHANGCED APPROACH TO THE MIDDLE EAST PROBLEM, TAKING
ACCOUNT OF THE REAGAN INITIATIVE BUT NOT ONLY OF THAT. IN PARTI-
CULAR, THE TEN SHOULD MAXE CLEAR THE CONTINUING UNACCEPTABILITY
QF THE ISRAELI PRESENCE IN THE LEBANON, RECALLING UON SCR S509.
WHILE IN ISRAEL THE PRESIDENCY SHOTU.D MAKE CONTACT WITH WEST

BANK LEADERS SUCH AS ELIAS FREIJ.

18. ON THE QUESTION OF THE FUTURE OF UNIFIL HE AGREED WITH

CHANDERMAGOR'S ANALYSIS. THE QUESTION OF COORDINATION BETWEEN

P74

THE MNF AND UNIFIL RAISED SERIQUS PRACTICAL AND POLITICAL PROBLEMS.

IRELAND BELIEVED THAT PSACE XEEPING IN THE LEBANON SHOULD BE CON-
DUCTED UNDER THE UN FLAG. HE HOPED THAT PARTMERS WHO AGREZD WOULD
MAKE THIS CLEAR TO THE PARTIES CONCERNED. . '
19, PISANI (COMMISSION) SUGCESTED THAT EURCPE SHOULD ADOPT A
COHERENT SYSTEM QOF SIGNALS AND GRADUATED ACTIONS IN THE MIDDLE
EAST. 1IN QUR RELATIONS WITH ISRAEL WE HAD A LIMITED RANGE OF
INSTRUMENTS, VIZ THE FINANCIAL PROTOCOL AND THE COQPERATION
COUNCIL. ON THE ARAB SIDE QUR RANGE WAS WIDER. PISANI HAD
RECEMTLY HAD A LONG DISCUSSION WITH THZ SECR RY GENERAL OF THE
ARAB LEAGUE AND HAD REACHED THZ FOLLOWING CO IONS.

A) IN ITS PUBLIC STATEMENTS THE TEN SHOULD AVOID ANY
ENCE TO CAMP DAVID.

REFER-

TEN SHOULD CONSIDER RESUMING THE zURC-ARAB DIALOQGUE.
POLITICAL PRE-COMDITION NO LONGER EXISTED

-k

AS TO THE LEBANON, PISANI WOULD VISIT BEIRUT IM DECEMBER AND

e

WOULD REPORT BACX. THERE WAS A NEED FOR COORDINATION BETWEEN

Y

THE COMMUNITY AND MEMBER STATES ON THEIR CONTRIZUTIONS. HE SUG-
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GeSTED THAT THEREZ BE =ZIl

20. EZLLZMAMN-JENSEM
VISIT THE JORDANIANS
REDUCED FOOD AID
S¥OULD LOQX INTO THIS.

INTERVEYED TO SAY TEHAT
HAD EXPRESSZD COMCERM THAT
TO THE PALESTINIAN RETU

CONFIDENTIAL

A MEETING TOR TBIS.

DURING HIS RECENT
COMMUNITY HAD

rsSsSICH

THE
=Z CAMPS. THE CCWMI

21. VAN DEM¥ BROEX (NETHERLANDS) EMPHASISED THAT TEE TEN SEOULD

STICX BY PREVIOUS STATEMENTS,
POLICY AND CUR SUPPORT FOR THE
MADE CLEAR TO THE ISRAELIS.

PART

22. TEE NETEEZLANDS
TAEY CONTRI

Un!v*-—'r

-

TEEY

-

SUTE TO THE MNF.
AND WCULD IN

ZANON 3E CARRIZD QUT IN
COULD PEREAPS =2
3E CONSIDZRING THE LINE THEY
CAME UP FOR REMEWAL IN JANUARY.
23.
CONTINUE AT THEZ ZURQPEAN CCOUNCIL.
27 NOQVERZER AND WOULD DELIVER THE
AMD Z3S.

L EAmer
bt o b
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DISCUSSED WITH TEE
MICHT
ELLEMANN-JENSEN, SUMMING UP, SAID THAT

DEMARCHES OM

mmt SHENT

ICULARLY ON ISRAELT S2
TEIS SHOOLD BE

Y DECLINEZD THZ IREQUSST THAT

YERS ALRSADY PARTICIPANTS IV
ANY CASE PRETER

THAT PEACZ-KES2ING
THZ FUTURE OF UVIFIL
ISRAELIS. THE TEY SH0ULD ALSO

TAXZ WHEN THE ONIZIL MANDATE
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DISCUSSION €QTLD
dE WOULD GO TQO ISRAEL ON

30TH SSTTLEMENTS
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EUROPEAN COUNCIL, COPENHAGEN

3/4 DECEMBER 1982

POLITICAL COOPERATION

Brief by Foreign and Commonwealth Office

Addendum to Annex D: Middle East

Statement on Lebanon

OBJECTIVE
i £ To agree the terms of a statement by the Ten.
POINTS TO MAKE
2. No objection to general terms of French proposal for a
statement. Useful to underline Ten"s support for Lebanon.
But must make clear that Member States can only help Lebanon
within the limits of their resources.
BACKGROUND
Reference

A: CPE MUL ETR 4382
3. The French have proposed that in the light of lack of
progress in the negotiations for the withdrawal of foreign
forces from Lebanon, and signs of renewed internal divisions,
the Ten should make a statement in support of the Lebanese
Government. We have not yet received the proposed text, but the

French have told us that its basic elements will be:

/(1)
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(1) The Ten's continuing interest in Lebanon.

(2) The importance the Ten attach to strengthening the
authority of the Lebanese Government.

(3) The need for a rapid withdrawal of all foreign forces.

(4) The willingness of the Ten to contribute to the solution

of Lebanese problems.

4. We have no difficulty with these points but will need to
ensure that point 4 is drafted in a way that makes.it clear that
the Ten can only contribute within the.limits of their resources.
The French and Italians are already contributing to the Multi-
national Force and the Italians have agreed to increase their
contingent. The French are more reluctant but will probably
provide a few hundred extra men if necessary. They may urge

‘other Members of the Ten, including the UK, to do more.

Foreign and Commonwealth Office

1 December 1982
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QBJET: CONSEIL EURQPEEN LIBAN

COMPTE TENU NEGOCIATIONS SUR L'EVACUATION
DES FORCES ETRANGER i i SIGNES D DETERIORATION DE LA
SITUATION SUR LE TEf AN OUHAITE QUE LA QUESTION DU LIBAN
SOIT EXAMINEE PAR L D GOUVERNEMENT LORS DU CONSEIL
EUROPEEN DES 3 ET &4

ELLE ©STIME EN EFF 10N DE L'INTERET ACTIF DES DIX
FA

D
POUR LA RECHERCHE DES SOLUTIONS QUI PERMETTRAIENT D'AIDER LE DE
DES TROUPES ETRANGERES, DE RENFORCER LA SOUVERAINETE DU LIBAN E
CONTRIBUER A SA RECONSTRUCTION, REPONDRAIT AUX ASPIRATIONS DU

RT
4 DE

GOUVERNEMENT LIBANAIS, CONSOLIDERAIT SA POSITION TANT VIS=A-VIS EES.
DIVERSES FORCES INTERNES QUE PAR RAPPORT A ISRAEL ET SERAIT EGALEMENT
DE NATURE A AIDER INDIRECTEMENT LE FFORT3S DU GOUVERNEMENT AMERICAIN
EN VUE DE LA SOLUTION DE CE PROBLEME.
LA FRANCE FERA PARVENIR AUX PARTENAIRES,DANS LA JOURNEE, UN

AVANT PROJET D'UNE EVENTUELLE DECLARATION DU CONSEIL EUROPEEN SUR LE
LIBAN./.

COREU DIPLO PARIS.
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. ANNEX E LATIN AMERICA

OBJECTIVE
1 To agree that the conclusions should contain a passage on

Latin America.

POINTS TO MAKE

2. Important for Ten to continue to ‘develop their relations
with Latin America and to demonstrate their willingness to do
so. Welcome agreement at Foreign Affairs Council on 22 November~
on special Community aid package for Central America. Welcome
suggestion of reference to Latin America in conclusions of
meeting.

5 From recent British ministerial visits, UK's clear
impression that most Latin American countries wish for

“business as usual” with the Ten.

Anglo/Argentine Relations

4, UK willing to get back to a normal relationship. Have
taken a number of steps to that end. Hope Argentine response
to Community démarche can provide a basis for normalisation of

commercial relations.

BACKGROUND

5. The aid package for Central America was agreed at the
Foreign Affairs Council on 22 November. Although the Council
conclusions obscure the details, the UK view that only Costa
Rica, Honduras and the Dominican Republic should benefit from
the 30 mecu special aid was accepted. Nicaragua is not being
singled out for special aid, but will be eligible, like other

CONFIDENTIAL Jcountries
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countries, to benefit from the recently increased programme of
aid to non-associated developing countries (Asia and Latin
America).

UK Relations with Latin America

6. Satisfactory relations with most countries in Latin America
confirmed by recent successful visits by Mr Onslow to Mexico and
Brazil; Mr Rees, Minister of State for Trade, to Ecuador, Chile
and Paraguay; Mr Garel-Jones MP to Bolivia, Colombialand

Ecuador; Lord Skelmersdale to Colombia, Cpsta Rica and the

Dominican Republic and the PUS to Colombia for the bilateral .

talks and the Secretary of State’s contacts at-the UN in New
York. The Secretary of State for Scotland also paid an

unofficial visit to Venezuela.

Anglo/Argentine Relations: Community Démarche

s A Community démarche proposing the reciprocal lifting of
all remaining commercial and economic restrictions between the
Community and Argentina arising from the Falklands conflict was
made by the Danish Ambassador in Buenos Aires on 29 October.

The Argentine reply of 16 November, while denying the con- .
tinued existence of Argentine restrictions against Member
States, welcomed the Community’s desire to regularise economic
and commercial relations; expressed readiness to hold immediate
talks on this matter and invited the Community and its Member
States to exchange information on any restrictions still in
force. We are urging the Community to take up the Argentine
offer, which we believe provides a useful basis for the normali-

sation of relations between the Community and Argentina.

FOREIGN AND COMMONWEALTH OFFICE

1 December 1982
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EUROPEAN COUNCIL, COPENHAGEN
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POLITICAL COOPERATION

Brief by Foreign and Commonwealth Office

Annex F AFGHANISTAN

OBJECTIVE
1. To include a reference to Afghanistan in the European Council
conclusions which draws attention to:

a) latest overwhelming vote at UNGA 37

b) 1lack of movement from new Soviet leadership

¢c) validity of proposals made by the Ten in June 1981.

We have circulated a draft text (ref. E) .
POINTS TO MAKE
2. Another resounding UN vote. Will re-focus international
concern.undiminished after three years.
3. Key to problem lies with Russians. Despite recent press
speculation, no evidence of real movement from Andropov. Look
to Russians for convincing demonstration of readiness to withdraw.
4, UK sceptical of UN claim of progress in mediation process
which can only succeed if based on four UN principles.
' EC proposals on the other hand remain valid and provide
a reasonable and practicable way forward if ever Russians
showed genuine commipment to withdraw.

/BACKGROUND
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BACKGROUND .

References

A : Afghanistan UNGA 37: UKMIS New York tel 1965 of
29 November.

Afghanistan and Brezhnev's Funeral: Islamabad Tel.
502 of 24 November.

Proposal made by the European Council on 30 June 1981.
D : European Council Statement March 1982.
E : UK COREU of 2 December.

6. The UNGA Debate took place 24-29 November. As before,

Pakistan and the Islamic Conference countries took the lead and

tabled another strong resolution reiterating the four fundamentz’

principles of a political settlement (Reference A). The
Presidency and other members of the Ten including UK read speeches.
There were no major changes of position in the final vote
(114-21-13). Only two votes fewer, for and against, than last
year (116-23-12).

7. The UN Mediation has made little progress since the Geneva

talks last June. De Cuellar and Cordovez remain optimistic

about Soviet intentions. We are sceptical and have seen no
evidence to substantiate recent press speculation that Andropov.y
be more flexible over Afghzz;anpakistan's resolute stand on
principle remains firm and Zia although has referred to certain
''"freshness'' in the Soviet position does not detect any change

on substance. (Reference B). Cordovez plans to re-visit the area

in early 1983.

8. European Position: The European Council of 30 June 1981

proposed a two stage conference to resolve the problem

(reference C). Sincg then the Ten have made a number of_
statements calling on the Soviet Union to withdraw and

affirming that our conference proposal remains on the table. The

last of these was by the European Council in March 1982 (ref D).
CONFIDENTIAL
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9. Current Situation. Deadlock continues in Afghanistan.

Soviet forces/Afghan Army cannot suppress resistance Spirit:
Despite approach of winter, resistance activity continues in
the north east and in major cities, including Kabul. Sixth
Soviet/DRA offensive in strategic Panjshir valley ended
inconclusively (September). Russians have failed to establish
a credible and effective central government: Karmal depends

on Soviet troops (some 100,000). Now more than 2.7 million Afghan
refugees in Pakistan with a further 400,000 or so in Iran.

Mr Hurd announced a further £1 million aid during his visit to
Pakistan, 13-16 November, which brings the total since January
1980 to more than £11 million (including £4.3 million through

the EC).

FOREIGN AND COMMONWEALTH OFFICE
2 December 1982
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TELEGRAM HUMBER 1965 OF 29 NOVEMBER
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SRUSSELS, COPZHHAGEN, DUBLIN, THE HAGUE, PARIS, ROME, LUXEMBOURC,

UKGA 37 DEBATE
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5. 1T IS DISARPOINTING THAT FOR THE FIRST TIME THE VOTE FOR THIS
RESOLUTION FAILED TO MAINTAIN ITS UPWARD TREND. BUT THE DIFFEREMNCE
BETWEEN THE VCTES FOR AND AGAINST REMAINS UNCHANGED SO THE
RUSSIANS HAVE IO GROUNDS FOR CONFORT. OHCE AGAIH THE RESOLUTION
HAS BEEN CARRIED BY AN OVERWHELMING MAJORITY,

6. THE DEDATE ITSELF WAS A DESULTORY AFTAIR AND ATTELDAKCE WAS
SPARSE ON THE SECOKD DAY. WE BELIEVE THAT HOLLA!, THE HUNGARIAN
PRESIDENT OF THE GEMERAL ASSEMBLY SCHEDULED THE DEBATE ON THE EVE
OF THE THANKSGIVING HOLIDAY VEEKEND IN THE HOPZ THAT A FRIDAY
EVERING VOTE WOULD F 1D SEVERAL DELEGATIONS ABSEKT. THE ]
PAKISTAKIS MANAGED, HOWEVER, TO DRUM UP ENOUGH SPEAKERS TO KEEP
THE DZEATE GOING ULTIL THIS HORNING., BUT APART FROM THIS SLEIGHT
GF HAND THE RUSSIANS PULLED KO TRICKS OUT OF THE BAG, ;

NERNAD
CASINeT Cifice
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TO ROUTIKE F C O

TELEGRAM NUMBER £02 OF 24 NOVEMBER 1982 _ ;A
INFO ROUTINE MOSCOV, KABUL, EIS TEHRAN, UKDEL NATO, MEW DELHI,
PEKING, WASHINGTON, AND UKMIS NEW YORK,

CONFII

(OSCOW TEL NO. 761 t AFGHANISTAN AND BREZHMEV'S FUMERAL

1. | HAVE HAD AN ACCOUNT IK THE LAST TWO DAYS OF THE .Z|A-ANDROPOV
MEETING, BOTH FROM ZIA HIMSELF AND FRON NIAZ NAIK, FORE |G

SECRETARY, WHO WAS IN MOSCOW BUT NOT AT THE MEETING. ZI1A COMCEN-

TRATED ON THE ATMOSPERICS AND NAIK ON THE SUBSTANCE. BOTH ACCOUNTS

TALLIED WITH THAT IN TUR.

2. ANDROPOV'S LINE ON AFGHANISTAN WAS A VERY SOFT AND WELL REA-

, SOMNED QOME, WITH NO THREATS OR POLEMICS, THE RUSSI|AMS WANTED
TO wITHDRAW THEIR TROOPS: THE PAKISTANIS WANTED THEM WITHDRAWN:
THEREFORE BOTH COUNTRIES SHARED A COMMON OBJECTIVE AND |IT SHOULD
NOT BE BEYOND THE WIT OF MAN TO DEVISE A METHOD OF ACHIEVIKG IT,
ALL THAT WAS NEEDED WAS FOR PAKISTAN TO CREATE THE CONDITIONS IN
WHICH THE RUSSIANS COULD WITHDRAW. NAIK CONFIRMED THAT THERE HAD
LEEN NO COMNMITMENWT TO CONTINUING DILATERAL TALKS. ZIA SIMPLY SAID
THAT THERE WERE ALREADY MANY CONTACTS (TALKS WITH THE RUSSIAN AM=
BASSADOR HERE, THE ANNUAL PAK|STAN=SOVIET TALKS, ETC), BUT THAT THE
PAKISTANIS WERE ALWAYS READY FOR ADDITIONAL TALKS [IF THE RUSSIANS
ANTED THEM: THE BALL WAS LEFT WITH THE RUSSIANS.

3. ON ATHMOSPERE, ZIA SAID THAT THEY HAD BEEN .IN TWO MINDS ABOUT
WHETHER- HE SHOULD GO TO MOSCOW AT ALL (THE NEWS OF BREZHNEV'S
DEATH REACHED HIM IN SINGAPORE), BUT AFTER CHECKING WHO ELSE WAS
GOING IT WAS DECIDED THAT THERE WAS NOTINC TO BE LOST (! SUSPECT
THAT THE NEWS THAT MRS GANDH| WAS GOING TIPPED THE RBALANCE). THEY
HAD NOT ASKED FOR A MEETING WITH ANDROPOV, BUT ON ARRIVAL WERE
GREETED WITH THE NEWS OF AN APPOINTMENT FIXED FOR THE NEXT DAY. THEY
\VERE GIVEN THROUGHOUT WHAT THE |k EXPERTS TOLD THEM wAS FAVOUREL
TREATHENT (E.G., ACCOMMODATED I THE SAME GUESTHOUSE AS KREISKY).
ZIA UAS MUCH STRUCK BY ANDROPOV'S SOFT, THOUGHTFUL AND SWEETLY
REASOHAELE APPROACH: HE HAD CXPECTED A TOUCHEP LIME. ONLY YAQUE
KHAN, GROMYKO AND AN INTERPRETER WERE PRESENT AHD GROMYKO SAIT:
VERY LITTLE. ANDROPOV APPEARED VERY FAMILIAR WITH THE WHOLE AFGHAN
PROELEM. Z1A FORMED AN IMPRESSION THAT HE WAS NOT A VERY FIT MAN:
HEI%DOKED DRAWN AND RATHER FRAIL COMPARED TO THE ROBUST GROMYKO.

4,  ZIA WAS OBVIOUSLY VERY FLATTERED BY THIS VIP TREATMENT AND
HAS BEEN TALKING IN PUBLIC Il BULLISH TERMS AEOUT THE POSS-

IBILITIES OF A ''FRESH'' RUSSIAN APPROACH TO THE PROBLEM. IN PR|-

VATE TO ME, AND EARLIER TC MR HURD, HE WAS MUCH MORE REALISTIC AND

/ ADMITTED
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AD¥ITTED THAT, DESPITE THE COOD ATMOSPHERE 1IN HOSCOW, THERE yAS
KO CHANGE IN SUBSTAKCE AND THAT AT THE END OF THE DAY HE COULD
STILL SEE HO WAY IN WHICH THE MINIMUM RUSS|AN REQUIREMENTS COULD
BE ACCEPTABLE TO THE MUJAH |DEEN.

5. MNAIK, STILL MUCH UKDER THE INFLUENCE OF THE GENEVA TALKS,

REMAINS MORE OPTINISTIC, EVEN |N PRIVATE, AND HAS REASONMABLE
HOPES THAT THE NEXT CORDOVEZ ROUND MAY BEGIN TO ACHIEVE SOMETHING
THOUGH HE TOO ADMITS THAT THE GULF 1S VERY WIDE. BOTH, HOVWEVER,
BELIEVE THAT THE RUSSIANS ARE ACTIVELY LOOK ING*FOR A WAY OUT OF
THE AFGAN IMPASSE AND ZIA SAID THAT THIS WAS ALSO THE VIEW OF
OTHERS, LIKE GENSCHER, WITH wWHOM HE HAD DISCUSSED THE MATTER IN
MOSCOv . i

#s

6. IT SEEMS UNLIKELY THAT THERE WAS MORE TO THE ZIA / ANDROPOV
TALK THEN WE HAVE BEEN TOLD. DESPITE THEIR CURRENT OPIMISM,
BOTH Z1A AND NAIK MADE |T CLEAR THAT THERE IS NO QUESTION OF COM-

PROMISE ON THE FOUR PRINCIPLES.

FORSTER

[COPIES SERT T0 FO 10 DOWNING ETREET)

APGEANISTAN STANDARD
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(" TexT OF STATEMENT ON AFGHANISTAN MADE BY EUROPEAN COUNCIL

.ZJN 30 JUNE

1. The European Council notes with deep .concern that the
situation in Afghanistan remains an important cause of inter-
national tension, that Soviet troops remain in Afghanistan '
"and that the sufferings of the Afghan people continue to

increase,

2. The European Council recalls its earlier gtatements;
notably those issued at Venice on 13 June 1980, and Maastricht
on 24 March 1981, which stressed the ufgent need to bring
about a solution which would enable Afghdnistan to return to

its traditional independent and non-eligned status free from

external interference and with the Afghan people having the
full capacity to exercise their right to self—determinatioﬁ:

In keeping with tHe Resolutions voted by the United Nations,

the Islamic Conference and the Vew Delhi Conference of the Non-
Aligned Movement, the puronean Council ‘has made it clear on
several occasions that it will support any initiative which
could lead to the desired result,

2. The European Council considers that the time has come
for a fresh attempt to open the way to a political solution
to the problem of Afghanistan. They therefore propose that
an international conference should be convened as soon as
possible, for example in October or November 1981, and that
the Conference should consist of two stages, each stage being

an integral part of the Conference.

1, The purpose of Stage One would be to work out international
arrangements designed to bring about the cessation of external
intervention and the establishment of safeguards to prevent

such intervention in the future and thus to create .conditions

in which Afghanistan’s independence and non-alignment can be
assured.
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S lne European Counc1l proposes that in due course th

Permanent Members of the United Nations Security Council, .
Pakistan, Iran and India and the Secretary-General of the

ﬁnited Nations and the Secretary-General of the Islamic Conference.

Oor their representatives, be invited to participate in Stage

One of the Conference.

6. The pu:pose of Stage Two would be to reach agreement on
the implementation of the international arrangements worked

out in Stage One and on all other matters designed to assure
Afghanistan's future as an independent and non;aligned state.

7 4 Stage Two would be attended by the participants in Stage
One together with representatives of the Afgha.n people. : .

8. The member states of the European Community will be ready
at a later stage.to make further proposals on the detailed

-arrangements for the Proposed Conference,

S The European Council firmly believes that the situation
in® Afghanistan continues to demand the attention of the
international community. It is convinced that this proposal
offers a constructive way forward and therefore calls on the
international community to support it fully with the aim of
reducing international tension and ending human suffering in -

Afghanistan.
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TII. AFGHANISTAN

With the recent International Day of Afghanistan in
mind, the European Council considers it right to drawv particular
attention to the tragic. situation of that country, now in
its third year of military occupation. The Soviet expeditionary
force has recently been strengthened; repression of the
civilian population continues without respite; and every day
adds to the total of refugees, who already number some

3 million, or one in five of the population.

In the viev of the European Council, if is more necessary than
-aver to *nasten._the-szrcn for a palitical. solution to the A_:-—ha__s
problem. ____._ . This can only be on.the basis aof the
complete withdrawal of the Soviet troops and respect for the
independence, sovereignty and non-alignment of Afghanistan.

The Council strongly reaffirms the position taken by the
Eurcpean Council of Luxembourg and London, and the desire of
the Ten to contribute up to the limit of their powvers to an
acceptable settlement. It denounces the negative attitude of
the Soviet Union in rejecting successively the proposals made
by the Ten, the Non-Alignéd Movement, the Islamic Conference

and the General Assembly of the United Nations.

The Council wvelcomes the nomination by the Secretary-Generzl
of the United Nations of a personal representative for the
Afghan question, and hopes that this initiative will contribute
to a solution in accordance with the principles of the

resolutions adopted by the General Assembly.

CONFIDENTIAL
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FROM LONDON COREU

TO COPENHAGEN COREU IMMEDIAT DESKBY 0215002
INFO ALL COREU IMMEDIAT DESKBY 0215002

CPE BIL ETR 443

02. 12. 1982. 12.25 HRS

CONFIDENTIEL
DISTRIBUTION GENERALE
SUBJECT: EUROPEAN COUNCIL - AFGHANISTAN

1. IN VIEW OF PRESS SPECULATION ABOUT MOVEMENT ON THE
GHANISTAN PROBLEM FOLLOWING THE DEATF OF PRESIDENT BREZHNEV,
6E UNITED KINGDOM SUGGESTS THAT THE CONCLUSIONS OF THE EUROPEAN
COUNCIL MIGHT USEFULLY CONTAIN A PASSAGE REAFFIRMING THE VIEWS

OF THE TEN.

2. THE UNITED KINGDOM PROPOSES THE FOLLOWING DRAFT TEXT:

'THE HEADS AND GOVERNMENT STRONGLY REAFFIRM THE
WILLINGNESS OF THE TEN TO CONTRIBUTE TO AN ACCEPTABLE
SOLUTION TO THE AFGHANISTAN PROBLEM.

THE SOVIET UNION'S CONTINUED OCCUPATION OF THAT COUNTRY,
NOW APPROACHING ITS THIRD DISMAL ANNIVERSARY, HAS JUST BEEN
CONDEMNED FOR A FOURTH TIME BY AN OVERWHELMING MAJORITY OF
OF THE UNITED NATIONS GENERAL ASSEMBLY. THE TEN HAVE
FOLLOWED WITH INTEREST THE TALKS WHICH HAVE TAKEN PLACE
UNDER THE AEGIS OF THE UN SECRETARY GENERAL AND HIS PER-
SONAL REPRESENTATIVE BUT HAVE SO FAR SEEN NO EVIDENCE OF
ANY READINESS ON THE PART OF THE SOVIET UNION TO WITHDRAW
ITS TROOPS.

THE TEN BELIEVE THAT PROGRESS TOWARDS A SJOLUTION CAN ONLY
BE ACHIEVED THROUGH NEGOTIATIONS ON THE BASIS OF THE FOUR
PRINCIPLES CONTAINED IN THE RESOLUTIONS OF THE GENERAL
ASSEMBLY ON THIS SUBJECT. THEY STRONGLY URGE CONSIDERATION
OF THEIR PROPOSALS OF 20 JUNE 1981, WHICH PROVIDE A FRAME-
WORK FOR SUCH NEGOTIATIONS.'
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EUROPEAN COUNCIL, COPENHAGEN

3/4 DECEMBER 1982

GENSCHER /COLOMBO PROPOSALS

Brief by Foreign and Commonwealth Office

OBJECTIVE
1. If necessary, to reassure those who attach importance to
these proposals of our willingness to contribute constructively
to future work.

POINTS TO MAKE [if necessary]

2. Agree it is important for Community not to lose sight of
its wider objectives. We remain willing to play a constructive
part in efforts to reach agreement on a final text.

BACKGROUND

3% The Danish Presidency intend to make a brief progress
report. The Germans may also say something about their
intentions for handling this subject during their Presidency.

No discussion of the text is expected.

4, When Foreign Ministers discussed the proposals on

20 June, they agreed that the ad hoc group of officials should

continue its work under the Danish Presidency. The group

CONFIDENTIAL
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resumed its work on 13 September and met again on 5 November.
Rapid progress has not been made under the Danish Presidency,
but the Germans will seek early adoption of a final text when
they take over the Presidency on 1 January 1983. (The new

German Government have given some prominence to the proposals

in their statements on Community policy.)

s A number of important points remain to be resolved
including the title, the text of the section on majorify
voting, a number of points concerning the ;ole of the

European Parliament, and the provisions for a review of

progress after 5 years.

FOREIGN AND COMMONWEALTH OFFICE

23 NOVEMBER 1982
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EUROPEAN COUNCIL, COPENHAGEN

3/4 DECEMBER 1982

PROGRESS TOWARDS EUROPEAN UNION

Brief by Foreign and Commonwealth Office

OBJECTIVE
f e To have Foreign Ministers' annual report on progress

towards European Union accepted without discussion.

POINTS TO MAKE [if necessary]
2. Can agree to the note of Foreign Ministers' report on

progress towards European Union.

BACKGROUND
Reference:
A: latest draft of Foreign Ministers' Report on progress

towards European Union

At its meeting on 29/30 November 1976, the European Council
g ; I

asked the Foreign Ministers and the Commission to report to

it once a year on progress which had been made towards
ﬂ

ruropean Union. These reports, in practice, amount to little

more than a summary of developments in each area of Community

—

e ——
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activity and their adoption is regarded as a formality.
The latest Foreign Ministers' report is attached. The

Presidency will be producing a final version which should

circulate before the European Council. The Commission's

report has not yet been circulated.

Foreign and Commonwealth Office

24 November 1982
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the Ministers

At its meeting on 29 and 30 November 12976

Council asked the Ministers for Foreign Affairs and the

Commission, in 'its areas of competence, to report it
c

annually_ on the results achieved and feasible progress in -
the short term in the various fields of the Union giving

tangible form to the ccommon conception of the European Union.

2. The Ministers for Foreign Affairs will find annexsd a dr

of the agbover




REPORT

from the Ministers for Foreign Affairs

to the European Council
on EUROPEAN UNION

The year 1982 marked the twenuy—_ fth anniversary of the

signing of the Treaties of Rome and the thirtieth anniversary

of an entry into force of the Treaty of Paris. On the occasion
of the celebration of the first of these anniversaries the
President-in«0ffice of the Council stated that "Since first
being given institutional form in the European Coal and_Steel._
Community in 1952, Europe has acquired a tangible reality coe
it has beéome a reality and has reached out to encompass new .
fields and new States ...". 5 -
Action ln l°82 both_in the. Pramework of the T“eatlﬂq;

sstablishing the European Communities and in that of politi
co-operation takes the same line; it has enabled progreﬂs to

be achieved in the var*ous fﬂe‘ds of theﬁUnlon and'“he comncn—

conceptivn of Luropean Union to be translated into reality.
The purpose of this report is to recall the main results of
that action. These results have been marked by solidarity in
the face of the challenges, both internaTand external, which
nave confronted the Community, and this in turn has enabled
progress to be made in laying the foundations of ever-closer

union between the peoples of Europe.




Very considerable interest was aroused among the peoples of
the Member States as Europe was being constructed. In order to
maintain this interest, it seemed necessary to design an instrument
which, alongside Community and intergovernmental action, would
bring this Europe, which is so little appreciated, closer to the
citizens for whom it was brought into being. With this in mind,
the Member States concluded an agreement establishing a European
Foundotion whose task it will-be to improve mutual understanding
zmong the peoples of -the European Economic Community, to promote
a beitiler understanding of the European cultural heritage, both in
its rich diversity and in the points it has in common and to foster

a greater undérstandirig of European integration.

tl: furtherance of this same end, the Representatives of the
Governments of the Member States meeting within the Council
adopted on 30 June 1982 a supplementary Resolution to the Resolution
adoptad on 23 June 1981 concerning the adoption of a passport of

uniform pattern.

I response to a request from the European Council at its

mesting on 26 and 27 November 1881, the Ministers for Foreign

of the Member States of the European Community, in
co-operation with the Commission, began examination of a joint
German and Italian initiative on European Union and progress has

-

been made in that examination.




-
T
. N

Activity within the framework of the Treaties establishing the - -

Eurcpesn Communities , e B

Economic and social situaticn

In common with all the industrialized countries, the
Community.has been faced with a worrying economic and social
“situation. The receésion is also making itself felt in the- -~
~g~owing economic difficulties encountered by the-developing <
sountries. ‘These must cope with an economic recession” which®
“began in the mid-seventies and has since been assuming the-

proportions of a world crisis. The short-term effects of this

recession are not hard to calculate. THey are a lower level cof
The

production, which leads in turn to lower living standards.
1opgef~term social effects are also beginning to be folt,
Unemployment is rife and young people entering the labour
mafket are unable to understand that the spciéty which has
trained them does not need them. Older persons who have served
Qbéiety for many years suddenly find that they are superflucus.”
This situation‘ieads.inevitabiy to the-questioning of traditional
values and of the very foundations on which the society

“imanstructed twenty or:thirty years ago-is based. _-




In the face of this situation, the Council of Ministers

Economic and Financial Affairs and Ministers for Labour
=

Social Affairs, meeting on 16 November 1982, pinpointed
to deal with the various negative aspects of the

These measures reladte to:
international economic and financial stability;
canvcrgence and eéonomic;stability within the Community;
investment;
the internal market;
industrial policy;
young people and the labour market;

adjustment of working time.

The Council has noted that the European Monetary System
has operated smoothly over the last three years and has made an
assential contribution to bringing about more stable and ordered
gxenange relations in the Community and econcmic and monetary
pDolicies more geared to achieving stability and economic_

development.

The Council nevertheless considers that efforts to bring
about the convergence of economic policies must be stepped up,
if the aim of creating a zone of monetary stability in Europe is
to be attained. The Council has called on the Monetary Committee
and the Committee of Governors of Central Banks to continue

examining any possible technical improvements to the system.

In view of developments in the monetary situation, the
Ministers for Finance decided to realign the central rates of
certain currencies within the European Monetary System.




- The Council devoted particular attention to investment
policy. Having adopted in March 1982- a2 second Decision empowering
the. Commission to contract loanslfor the purpose of promoting
investment within the Community, the Council noted on

- 15 November 1982 that any lasting rise- in investment depended
largaly on an improvement in the situation and on the economic

e (e e

cutlook as well as increased self-financing.

2. Iron and steel

One of the worrying aspects of the socio-economic situation

is the probleﬁ of those sectors seriously hift by.the crisis, in

- particular iron and steel.

‘As regards external relations under this heading, the Ccuncil
rgicomes the solidarity shown by Europe when concluding the '
Arrangement with the United States of America and is confident

that its proper mutual implementation can remove the difficulties

“*tilat have arisen. --

‘the irniternal -aspect; the ‘Council gave its .assenf under
. "Article 58 of the ECSC Treaty to the draft Commission Decision
concerning the extension ‘of production quota arrangements in the
steel ‘sector for one year from 30 June 1982. 1In addition to
products covered hitherto, the new arrangements also include wire
-rod., Furthermore, the changes involve provisions for updating
‘‘preference output, in particular for reinforcing bars and merchant
‘bars; higher thresholds in the.event -of exceptional difficulties,
-adjusting a company's reférences in order to take-account.of
changes in production capacity as part of a restructuring
programme and provisions covering the cases of merger, separation

by

or formation of a new company.




As far as price policy is concerned, the Council also
gave its assent concerning trade obligatibns.

As regards the social aspect of this dossier, the
Council adopted a Decision concerning a contribution for
1982/1983 to the ECSC financed by a transfer from the EEC
budget to the ECSC.

Pursuant to this Decisi an additional contribution eof

100 MEUA is granted to the out of the general budget of
al years 1982 and 1983 to

the Communwt es fo“ the financi
allow ;mplemenua ion of the 1981/1984 special temporary aids

programme.

This amount is to contribute towards ensuring the
continuation of Community financing of special temporary
allowances in favour of workers in iron and steel firms and
iron ore mines in the Community whose jobs are directly or
indirectly abolished or threatened in consegquencs of a
restructuring plan adopted by the undertaking, group of
undertakings or public autnorities in accordance with

general objectives for steel.




The Council adopted an important Directive on the
protection of workers from harmful exposure to metallic lead
and its ionic compounds at work. This Directive is of =
particular significéance in view of the range and importance

T the_sectors and the considerable number of workers concerned.
It is the first individual Directive within the meaning. of. the. .
Directive éaopted on 27 November 1980, which introduced a set.
of framework provisioﬁs for future regulations at national and
-Community Yevel in the field of the protectibn of workers

against harmful agents.

Analysing the situation of women in modern society,
the Council adopted a Resolution on the promotion of equal

opportunities for women.

In October 1982_the Commission sent the Council its

propoééis on the fevision'of_the European Social Fund.
Thesg:pﬁoposals would involve far-reaching changes in the
strucidﬁe of the Fund'B?‘pfaviding fdr.Fund intervention in
thc'aréas-hafdest_hiﬁ by unemployment in industrialized regions,
by enhancing the Commission's guiding function in this area

and by putting an end to legal protection of regions which‘

enjoy absolute priority.




-

Environment

At its meeting in June 13982, the Council approved
several acts marking a further stage in the introduction of
a Community policy of environmental protection and improvement
of the'quality of life. Of note in this connection are:
the Regulation on the i%plementation in the Community
of the Washington ConGention on International Trade in -
Wild Fauna and Flora;

a Directive laying down air quality standards for lead;

a Directive laying down methods for the surveillance and
monitoring of environments affected by waste from the
titanium dioxide industry;

2. Decision on the consclidation of precautionary measures

concerning chlorofluorocarbons in the environment.

At international level, the Community also played an
active part in the "special meeting'" of the Governing Council
of the United Nations Environment Programme which took place

in Nairobi in June 1982.




The Council held an important meeting in June, when it

adopted a number of Decisions.

The Council reached agreement in the field ¢l Inland

waterway transport on a Directive laying down technical

recuirements for-inland waterway vessels. il

-.In rail transport the Council adopted a Decision
concerning price formation in respect of the international

carriage of goods by rail.

In addition, the Representatives of the Governments cof
the Member States of the European Coal and Steel Community,
meeting within the Council, approved a Decision authorizing

the Commission to enter into negotiations with Yugoslavia on

the carriage of coal and -steel by rail. A

The Council adopted two new provisions designed to promote

combined transport. --

-“In the sphere of road transport, the Council adoptedﬁ
a Decision on the conclﬁsion of the Agreement liberalizing
in certain cases the international carriage of passengers by
road by means of occasional coach and bus services (ASOR).
The Council subsequently deposited the instrument of
Community approval of the ASOR Agreement with the Eurcpean

Conference of Ministers of Transport.




. With regard to air transport, the Council adopted
Directive constituting an updated version of

-
=

Directive 80/S1/EEC on the limitation of noise emissions
from subsonic aircraft.

Finally, the Council adopted:

ne second Directive on summertime arrangements for 1983,
1984 and 1985; >

.

a2 Directive on measures to facilitate the effective exercise
of freedom of establishment and freedom to provide services
in respect of activities of self-employed persons in certain
services incidental to transport and travel agencies and in
storage and warehousing.

Energy

Having noted a fall in energy consumption and in demand
for petroleum products, the Council felt that there was a need
ot only for further progress towards attaining the objectives

_which the Community had set itself, which were to restructure
demand in order to achieve more efficient use of energy and to
develop energy sources other than oil, but also to keep a
‘constant watch on the results obtained in the Community.

It noted that the Commission intended paying special attenti‘

n future examinations, to the priority areas defined ir

n
communication on the develcopment of a Community energy s
o)

and which the Commission felt called for Community action.

The Council also stressed the need for Member States to
develop gradually a common approach on price formation. 1In
this connection, the Council considéred'that government policies
aim to reduce gradually the artificial obstacles preventing

iable information from reaching the market.




Research
The Council took two important decisions in this area. It
adopted a programme of research and development in raw materials.
This programme comprises the following basic features:
- continuation and extension’in an integrated framework of a number
.of research activities hitherto undertaken as separate

programmes;

- incorporation of two programmes already adopted and
- under way (secondary raw materials and uranium):

"N
-

——=—execution by either indirect action (shared-cost contracts
between the Commission and public or private research
organizations in the Member States) or by action on
‘the part of the Member States, co-ordinated at Community
'ié*rel; 2 L : !

the programme of 54 MECU.

It also adopted a research and teaching programme - =

(1982-1986) in the field of controlled thermo-nuclear fusion.

2

The Council alsc adopted:

- a multiannual research and training programme in the field of

biomolecular engineering, taking the form of indirect action:

- z sectoral research and development programme of the European

Economic Community in the field of medical and public health

research - concerted action - (1982-1986)

- a European Economic .Community research and developméent programme

for a machine translation system of advanced design




8. Agriculture

During the period under review, the Council fixed farm
prices for the 1982/1983 marketing year and related measures.
Its decisions (62 Regulations) have produced an average increase
in ECU amounting to 10.4%.

In so doing, 'the Couacil was concerned to bring about
better price relativities (which led, inter alia, to the
~adoption in the case of cereals of an increase below the level
of* the avefage figure aforementioned) and to take steps to

‘ensure better market management,

At the same time, the Council adopted Regulations on
the adjustment of the '"acquis communautaire"
in the wine sector aimed at maintaining a desirable market
helance and at helping to rationalize the situation in this
sector.

The Council also agreed to speed up examination before

the end of 1982 of proposals and communications regarding the
"acquis communautaire" in the fruit and vegetables and olive
oil sectors, with a view to enlargement,




Recgional policy

In October 1381 the Commission forwarded to the
Council a proposal amending the Regulation establishing_the.
Eufopéan-Regional Development Fund. t its meeting in-
April 1982.the Council held an initial policy discussion
on éwo fundamental features’ of this dossier, viz. the

cogiraphical concentration of the quota system and-the:z:_:

%3
L=
c

o-~andination of regional policies. : Aot

Approximation of laws

The Council adopted a Directive on information to be
published on a regular basis as a follow-up to.the Directive
on "conditions far admission to official stock. exchange
listiﬁg" and "conditions for distribution of the listing _-
bartiéqlars to. bé puﬁyisﬁeq_ﬁpp such admission", adopted -in

March 1979 and March 1980 respectively.

The Council also adopted a Directive on the approximaticn

of the laws of the Member States relating to cosmetic- products.

-




Compensation to the United Kingdom

The Council discussed the budgetary solution to be
found for the United Kingdom for 1982 on the basis of a
Commission proposal. The Foreign Affairs Ministers reached
an agreement in ﬁrinciple at their informal meeting on
24 and 25 May, and the final conclusions as to compensation
were worked out by the*Ministers on 26 October 1982.

Ministers will now have to take a decision on the

solution to be found for the ensuing problems.

Greek memorandum

In March 1982 the Greek Government submitted a
memorandum on relations between Greece and the European
Communities. 1In a reply dated 10 June, the Commission
stiressed the need to tackle the particular problems facing
Greece and to take them into account in the framework outlined
by the Commission. The Council then asked the Commission to
remain in contact with Greece in order to obtain maximum

information on the various aspects of this problem. These contagd
began in September 1982 and have been particularly active.

Relations between the Institutions

The Presidents of the European Parliament, the Council
and the Commission signed a joint declaration on 30 June
on various measures to improve the budgetary procedure.
On that occasion the President of the Council stated his:
c:' nion that the signing waé-a-hajor event in relations
between the Community Institutions as they needed to be

able to co-operate in the joint task of building Europe.




@

letter to the European Parliament on 6 April 1982 clarifying

It was in the same spirit that the Coﬁncil sent a
and making certain improvements to relations between the
European Parliament and the Council, regarding for instance
programme_speeches by the Presidency, Written and Oral
Questions, appearances of the Presidents of the variocus
specialized Councils before Parliamentary Committees and

opticnal consultation and freéh_consultation of the

European Parliament.

In a letter dated 25 Octcber 1982 the European Parliament
was informed that,-as far as possible, the President-in-Office

was prepared to take part in urgent debates on-Communit)

subjects.

The Council has begun examining the Resolution adopted
by the European Parliament on 10 March 1982 on a draft uniform
clectoral procedure for eiecting the members of the European

Parliament.

kT Councii has also begun éxamining:

- the Commission proposals for improving the conciliation _

. procedure between the European Parliament, the Council

-  and the_Commission; _ .. - . _._

'~ the Commission communication on the role of the European
Parliament in the preparation and conclusion of international

agreements and accession treaties. :




Enlargement

The accession negotiations have made important strides

forward during 1982 in line with the wish expressed by the
European Council on a number of occasions - most recently
in Juﬁe 1982 - for progress to be made in this area.

A first series of chapters was settled with Portugal
in February, viz.: capital movements,  transport, regiohal
policy, economic and financial questions and Euratom.

The Community has defined its position on certain chapters
in a second sefies, and these are now being negotiated.

The chapters involved. are those relating to the industrial
sector - customs union, ECSC, external relations - and the
chapters on the right of establishment and taxation. The
most recent Ministerial meeting of the conference was held

at the end of November.

A series of chapters has also been settled with Spain,
viz.: capital movements, transport, regional policy, right
of establishment, economic and financial questions and
approximation of laws. The search for solutions in respect
of another series of chapters is now at the stage where
negotiations should be concluded in the very near future.
The chapters concerned are those relating to the industrial
sector - customs union, ECSC, external relations - and the
chapters on taxation and patents. The next Ministerial

meeting of the Conference is scheduled for December next.




The inventory, accompanied by appropriate proposals

orn_-the problems posed by enlargement for Community policies

end for each of the Member States, which the June European

Council asked the Commission to compile, has now been

forwarded by the latter.

External relations

Community policy oh external relations has always been

marked by solidarity and many examples have been given..
The Community and the Member States again demonstrated this

- by supporting the United Kingdom through the adoption of

‘common measures during the Falklahds crisis;

- by undertaking purely humanitarian action in the form of

gifts to the poorest sections of the Polish population:

- by continuing to give priority attention to the problem-
~of-world .hunger.

At trade-policy level, measures to combat protectionist
tendencies aimed at safeguarding the international tradiﬁg
system and relations with the other major industrialized
countries have continued to be a major source of concern
to the Community. A oo S

Tf In this connectioh the Community would emphasiie %gat
desbite the constantly growing worldwide economic crisis
and the various problems pointed out in this report, the
basic rules of GATT trading principles have been complied
with and the Community is continuing its efforts to see

that those principles continue to be followed.
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. The advent of a growing dispute with the United States,
which has deepened following the Versailles Summit, at which
the Communities were represented by the President of the
European Council and the President of the Commission, prompted
a vigorous reaction from the Council, which regretted the
practice of unilateral measures and emphasized the need for
disputes to be settled with strict regard for approved
international commitments, while indicating ifs readiness

for a dialogue. ™ e >

The continuing considerable imbalance in trade with Japan

to the detfiment of the Community, despite the many consultations

with that country over a number of years, has led to the Couﬁcil
decision to initiate the prdcedure under Article XXIII of GATT,
which covers measures by one party which are likely to cancel
out or to jeopardize the advantages deriving for the other

party from the Agreement. In the Cocmmunity's view, such is

the case with Japan, whose exports of manufactured products have
developed on a major scale over the last 20 years, whereas the
level of penetration of the Japanese market by manufactured

products from the Community has remained practically the same.

On the occasion of the tenth anniversary of the signing
of the free-trade agreements linking the Community with the
EFTA countries, which are ,among the Community's major trading
partners, the Council adopted a statement expressing satisfaction
at the excellent way in which these agreements had operated and
confirmed the Community's interest in improving and intensifying
co-~-operation with its EFTA partners.

The Council laid down the main lines of Community
pariicipation in the GATT Ministerial meeting.




Negotiations for the ‘renewal of the Mult 1fiore Arhangemenv

.we re concluded con terms which covered the basic concerﬂ.s of

the Community, and the Council was thus able'to notify the
Community's acceptance of MFA III. The Council therefore tbok
a decision at the same time providing for denunciation of the
Multifibre: Arrangement by the Community no later than s
31°'December 1982 should the Community be unsuccessful in
1ﬁ~j“iau1ng sa“isfactory “pilateral agreements. Some of these

apreements have already béen negotiated.

Following the imposition of martial law in Poland in
December 1981, the Council terminated sales of food products-
te that country on exceptional terms and initiated the above=-: --
mentioned humanitarian measure. In the same connection, the -
Council adopted measures to reduce imports of certain products

originating in the USSR.

"¢ .In-the field of relations with the developing countries, *-
it. should first of z2ll be noted that -the Commission has recently
submitted to the Council and the European Parliament an
important -memorandum ¢éalling for overall thinking -on trends-in
Community development policy, both autonomous and contractual,
with a view to identifying the principles and guidelines -
which ‘should direct the course of this policy during this décade:
The Council has begun its.examination of this memorandum.

The accession of Zimbabwe, Antigua, Barbuda. and Belize
brings the number of ACP -Member States of the Lomé Convention
to-63;° The Convention, to which the Community is known to
attach special importance, has continued to be implemented
smoothly. The meeting of the AﬁP*EEC.Council of Ministers in
Libfcville on 13 and 14 May 1982 led-to-a review of co-operation
and, in particular, to the solution of a problem concerning the
application of the STABEX system, thanks to exceptional and
additional finance g“anted by the Community for 1982. Prior to
that, a solution had ‘also been found to the dispute over the

level of guaranteed prices for ACP sugar.




Commission communication on the implementation of a Mediterranear

The Council begaen examination of another important

policy by the enlarged Community to take account of the
foreseeable effects of enlargement. Relations with the
MeZiterranean countries were also marked by the positive
conc‘usidn'of all negotiations for the renewal of the Financial
Protocols with the Maghreb and Mashreg countries,
involving an overall budgeu of some 1 thousand million ECU made
available to the countries in questlon by the Community in -the
form of grants or lpans for uhe next 5 years.

A Minieterial meeting with Egypt led to a strengthening .

-~ thz co-operation ties based on the 1977 Agreement. At the
Ministerial meeting with Cyprus on 25 October, the Community told

Cyprus that the Council had adopted negotiating directives for the

Commission with a view to defining mutual trade arrangements
between the Community and Cyprus for 1983. The conclusion of
~he Protocol of adjustment to the Co-operation Agreement with
Yugoslavia following Greek accession signalled a revival in
relations, thanks also to the short-term solution unilaterally

arrived at by the Community on the "baby-beef" problem.

The Council has recently made a start on discussion Of
the Commission proposals concerning relations the Communley
and Malta.

In the sphere of basic products the Community continued
its policy of active participation in international commodity
agreements, in particular by signing the sixth Tin Agreement,
ratifying the Rubber Agreement and making further efforts to
accede to a new improved Sugar Agreemeqt
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Cofopgrgt{qn with India, ASEAN gnq_othe; partners in Asia
continued normally. The extension of co-operation with Latin. .
Amcrica continues to be of major importance to the Council.

The framework co-operation agreement with Brazil, which entered

into .force on 1 October will give a new dimension to co-operation

with_?hat country.

r—-—) ;c‘w"\n-\ Dompmtos 2o % o

...~ The fight against world hunger continues to be a top-priority

_objective which the Community is endegvouring to promote in all

its aid prdérammes, as well as in its food aid programme. The

action plan against world hunger has also continued to Dbe X
implemented, with the Community being in the process of implementi
a new‘form of action in the form of support for food strategies,
starting with a number of African countries. The Council has also
undertaken a feasibility study on longer-tarm enbouragement for
food :production in the developing countries and of thematic .measure

v

\:cvafforestation,.campaign against endemic diseases, environment).

The Community has continued to relieve misery, wherever it
may have occurred, through its emergency-aid measures and refugee
aid. JThe programme of aid for the non-associated developing
countries, the number one priority of which remains the development
of food production, has been greatly expanded in 1982. The

Community has stated its. readiness to extend its co-operation to

in those developing countries desiring it. The Council has also
been concerned with the question of Community aid in relation to

e Tole of wemen in the developing countries.

The Generalized Scheme of Preferences for 1982 will contain
further improvements to the scheme for the previous year,

particularly for the poorest countries.
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Page 21 - Between the first and the second paragraph,
the following text :

ession on 22 November 1982 the

) agreed, as a follow-up %0

of the Zuropean Council of March and

2

increase the Community's technical

ial aid to Central America in 1982,




The Community has been unstinting in its efforts to help
find a2 consensus in favour of the actual launching of global
Jorth/South negotiations, to which it remains profoundly
attached. The results of the Western Ecconomic Summit at
Verszilles bear witness to these efforts, since all those
attendiné the Summit held the view that the opening of global

negotiations represented a '"major political objective". The

Community regrets that no agreement has so far been reached on

the actual opening of these negotiations.

-




Political co-coperation

Growing international and regional conflicts and
ténéion of concern to Europe have once more underlined
. f the need ;or close polltlcal co- operatlon amongst. the Ten.
::;::_31§ ;requenﬁ and. thorough consulra ions can_enaple‘tpg_
' 'T_Tén to br ng. tne*r common positions and joint action tq
: 15;5} WLth the necessary vigour and thereby contribute to
finding solutions to international conflicts and to the
preservation of peace and stability in Europe and in the

world.

The report of the Foreign Minister on.political
co-operation (EPC) adopted on 13 October 1981 in London
(the London Report) provided for a strengthening political
commitment and for a strengthening of the existing

procedures and mechanism'of the political co-operation

fhrough a number of innovations which have been carried

out successfully. Thus the crisis-procedure has been
applied on a number of occasions. The support given to

the Presidency from preceding and succeeding Presidencies
has proven to be most valuable in securing continuity
within the EPC. As also laid down in the"thth Ré?qrffrt_
the Commission has been fully associated with political

co-operation and represented at EPC meetings at all levels.

The significance of the co-operation with the
European Parliament is underlined in, inter alia, the
_London Rsport in which the cldse relations between the EPC,
and the Parliament are described in detail. In additior. to the
already existing procedures, the Foreign Ministers have recentlj
expressed their readiness to keep the Parliament, if it SO
desires, informed on the cutcome of the special EPC crisis

meetings provided for in paragraoh 13 of the London Report.




As laid down in the London Report, the Ten have
noticed an increased desire from a number of third
countries to enter into closer contact with them. The
Ten have responded effectively to these requests,
particularly vis-a-vis countries of special interest to
them. Regular éontacts within the framework of the EPC
have been established with the applicant countries, Spain
and Portugal. These procedures should be seen as a
preparation for the two countries' full participation in

the EPC once they become members of the EC.

The Ten attach great importance to the relations
with the United States and emphasize the continuous need
for close consultations. To this end the President of
the EPC has met with his American colleague. Furthermore,
a2 first meeting between the political director of the
Presidency assisted by the political directors of the
preceding and succeedinglPresidencies and nigh level
officials from the United States took place in September 1982
to substantiate the dialogue across the Atlantic. At that
occasion both sides stressed the importance of and the

need for close consultations and co-ordination.

East-West relations

Serious setbacks in East-West relations have been a

major element in the deteriorating international situation
during recent years. The past years have brought new and
disturbing violations of the principles on which the

United Nations is based. The continued occupation of
Afghanistan with the evident willingness of the Soviet Union
to pursue its aims by use of its massive military potential
have contributed to create a climate of distrust and .tension.
The tragic svents in Poland since last December which took
place under pressure have also had a major negative impact
on overall East-West relations. These events, taking place

in the heart of Europe, cause deep concern among the Ten.




To halt the present negative trend and to -develop
substantial and balanced East-West relations aimed at
genuine -detente, the causes underlying the negative
developments in East-West relations should be removed
in order to restore respect for the principles of the
United Nations' Charter and the Helsinki Final Act-:and
{e- ensure mutually -advantageous co-operation through:-::-
dialogue and negotiations. The Ten have already shown
their readiness to contribute to a positive development
of East-West relations and they have urged the

Soviet Union to demonstrate a similar inclinaticn.
CSCE

The Ten attach particular importance to the
co=ordination of their views on CSCE. Intensive
consultations continued’-throughout the year and served to
enhance the contribution'made by the Ten at the Madrid
meeting which was -resumed on 9 November 1982. The Ten- -
now as before view the CSCE process as a useful tool -for- -
furthering their objectives in the East-West dialogue.

The Ten hope that it will - be possible at the resumed
session of the Madrid meeting to reach agreement on a
balanced and substantial concluding document. Such a

document should mark tangible progress within the human

dimension of the Helsinki Final Act and contain a precise
mandate for a conference on disarmament in Europe. In the
opinion of the Ten the draft concluding document submitted’
in December 1981 by eight neutral and non-aligned countries
Pemains a-good starting point for the negotiating process
in ‘Madrid. The Ten have submitted some essential and

reasonable draft amendments to this document.




Poland

Ever since the imposition of martial law in
December last year the Ten have followed developments
in Poland with profound concern. In sincere compassion
with the Polish people “the Ten have, on several
occasions, reiterated. their requests to the Polish
authorities to lift martial law, free those arrested
and restore a genuine dialogue with the Cathelic Church
and Solidarity. Although the recent release of
Lech Walesa may indicate a step in thé desifed‘direction

the Ten regret that the prospects for an early improvement

of the situation in Poland remain blezak.

Middle East

The Ten have continued their active diplomacy with
a view to promoting a comprehensive peace settlement
in the Middle East. As confirmed by the declaration
of 20 September 1982 on the Middle East, such a settlement
to be concluded with the participation of all parties,
which means that the PLO will have to be associated with
negotiations, should be 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.




During the first months of the year efforts were
concentrated on securing Israeli withdrawal from the
remaining part of Sinai. The Israeli evacuation took
place on schedule and was completed on 25 April.

In its statement on the Middle East of 30 March the
European Council noted °‘that the participation of four
Member States of the European Community in the multi-
national force and observers in Sinai (MFO) was a
positive contribution in connection with the completion

of the Israeli withdrawal from Sinai.

During Spring the then President of the Council of .

Ministers, Mr Leo TINDEMANS, held a series of contacts
with the parties concerned to explore their attitude
further. Mr TINDEMANS reported to his colleagues on

21 June. In his comprehensive report Mr TINDELANS,
among other things, pointed out the need for continuity
in the endeavours of the Ten.

The development of the Arab-Israeli conflict took
a dramatic turn with the Israeli invasion of Lebanon in
June. The Ten vigorously condemned the invasion in their
declarations of 8 anq 29 June, and called for the complete
and prompt withdrawal of Israeli forces as well as the
departure of all foreign forces except those which may be
authorized by a legitimate and broadly representative

Government of Lebanon.




l 14 However, following the dramatic and tragic events

in Lebanon, there were signs of a positive development

the area. In his speech to the UN General Assembly on

behalf of the Ten on 28 September 1982, Mr Uffe ELLEMANN-JENSEN,
the current President of the Council of Ministers stressed
that the Ten are encouraged that the essential principles
which in their view must be accepted and reconciled as the
oasis for a comérehensive, just and durable settlement are
commanding increasing acceptance. In the same speech

Mr ELLEMANN-JENSEN welcomed the new American initiative
contained in President Reagan's speech on 1 September 1982.

It offers an important opportunity for peaceful progress

on the Palestinian question and a step towards the
reconciliation ¢of the parties' conflicting aspirations.

All parties should seize the present opportunity to initiate a
process of mutual rapprochement leading towards a
somprehensive peace settlement. In this connection,

Mr ELLEMANN-JENSEN emphasized the importance of the statement
adopted by Arab Heads of State and Government.at Fez on

9 September, which is seen by the Ten as" an expression

of the unanimous will of the participants, including the

PLD, to work for the achievement of a just peace in the

Middle East encompassing all states in the area, including
Israel. In the speech Mr Uffe ELLEMANN-JENSEN also called

for a similar expression of a will to peace on the part of

Israel.

The Ten believe that discussions of the Franco-
Egyptian draft resolution by the Security Council could play
a2 useful part in establishing a common basis for a solution

of the problems of the area.




In New York Mr ELLEMANN-JENSEN met with
Mr Faruq KHADDOUMI, Head of the PLO Political Department.
Mr ELLEMAN-JENSEN in this context expressed the wish of
the .-Ten to see the Palestinian people in a position to
pursue their demands by political means and that the ,
achievement of these should take account of the need to .
irecognize and res;ect_;né_existencg and security for all..

Mr ELLEMAN—JENSEN visited Beirut on 4-6 November 1882,
to express the Ten's support of the Lebanese Government and
the unity and independence of Lebanon aﬁd to discuss
egssistance for reconstruction. Mr ELLEMANN--JENSEN also
visited Amman (6-8 November) as Jordan plays a crucial part

in ongoing peace efforts.

The Ten have on various coccasions pointed out the

denger which the conflict between -Iran and Iraq continues

tc cause to the stability in the region. They have in ..
their declarations called for a peaceful solution to the
conflict on the basis of the relevant United Nations'

resolution.

Afghanistan

The Soviet military occupation in 1979 of Afghanistan,
a former non-aligned and independent country, remains a
source of grave concern to the whole world and continues
seriously to affect the stability of .the region. More than
20 per cent of the Afghan population have had to flee their
home country -and unbroxgn.ﬁégisfagce_;n Afghanistan clearly
shows_thgt ;pe Afghan people reject the political system

forced upon them. In their joint statement at the opening




of the 37th UN General Assembly the Ten strongly urged

consideration of the European Council proposal of

30 June 1981 for a comprehensive political settlement.
=
L™

Through a two-stage international conference the proposal
seeks to bring about the cessation of external intervention
and the establishment of safeguards to prevent such
interventions in the future, taking into full account the
legitimate interests of the countries in the area. The Ten
note with interest the efforts undertaken by the Secretary-
General and his personal representative aiming at a
political solution. Any solution should be reached between
all parties concerned, should be based upon the principles
of the United Nations resolutions, and should include the
withdrawal of foreign troops. At its meeting on

29-30 March 1982, the European Council denounced the negative
attitude of the Soviet Union which has successively rejected
proposals made by the Ten, the non-aligned movement. the
Islamic Conference and the UN General Assembly. The Ten
also supported the initiative by the European Parliament

making 21 March 1982 "Afghanistan Day".

South East Asia

Like Afghanistan, Kampuchea has been invaded and
occupied by a foreigﬂ power. All efforts to bring about
a solution to the Kampuchea problem have foundered so far
by the refusal of Vietnam to accept the relevant
United Nations resolutions as the basis for a genuine
political settlement. The Ten have continued to develop
their relations with the association of South East Asian
countries (ASEAN) and the Belgian Foreign Minister,
Mr TINDEMANS, attended the annual ASEAN ministerial meeting




in.Singapore in June on behalf of the Ten. :The Ten

note with interest new developments which could contribute
towards a comprehensive political solution. Resistance . _
forces have come together and announced the formation -of- - -
a-coalition. There have also been contacts recently
between Vietnam and other Governments in the region; - The
Ten.note with satisfaction .that -the resolution -on Kampucheza
ag;the 37th UN Ceneral Assembly was adopted by an overwhelming
and even increased - majority. They remain prepared to
support any initiative which aims at establishing a truly
representative government in a neutral:and independent

Kampuchea.

Africa

The Ten have continued to consult on a wide range -of

African issues. - e . g % e TEA)

-... They have in particular repeated their unequivocal
condemnation and rejection of the policy of apartheid in
South Africa. They have continued their efforts to promote
"peaceful change. To this end the Ten have continued %o
study how to best use the collective weight of the European
Community and they have continued a critical dialogue with

South Africa. - =

The Ten remain convinced of the need for early.
independence for Namibia in accordance with Sécurity Council
Resolution 435. They have_commended the Western Five for
their untiring efforts to. this end. They- have expressed
support for all parties who have striven to bring about - --

independence for Nawibia.




Latin America

The Ten have on several occasions reaffirmed the
importance they pay to their relations with Latin America.
They have, therefore, both collectively and as individual
States, aimed at strengthening the relations with the States
in Central America, tbeqari@beanl region and South America.
At its meeting on 29-30 June 1982 the European Council

instructed the Foreign Ministers to study the appropriate

means to strengthen co-operation between the Ten and this.

region. At their meeting on 20 -.September, the Foreign
Ministers agreed on a number of steps to be taken with that

purpose.

The Ten have expressed their serious concern about
the growing tension in Central America which in their view
is mainly caused by longstanding and grave economic and
social problems. They are convinced that only the
implementation of a political dialogue and negotiations
with the participation of all the parties concerned will
bring about a peaceful settlement. The necessary political
"solutions should be sought and found by the parties to the

conflict themselves.

The Ten deplored the invasion of the Falkland Islands
by Argentina, where force was used against a Member of the
Ten. They are, however, optimistic that this issue will not
be an obstacle to the further development of their

relations with the countries of Latin America.




Cyprus

The Ten continue to take the greatest interest in

the Cyprus problem. They have stated their pollcy on
many occasions, most recently in the general debate of
fhe 37th United Nations General Assembly, when uhe Soh
Dres*dent of the Ten expressed sumnor for He efforts of
the Secretary-General of the Unieed Nations to bring abouu
a just and lasting solution, that will .effectively maintain
the unity, territorial integrity and independence of the

Republic of Cyprus.

The United Nations

The Ten have serengtheneﬂ further their already close
co- operatlon in the Un ted Natlons system. Regular
consultat ons have become ‘He norm not only in the Genera_
Assemoly and its various bodies, but also in the
specialized agencmes,_inferﬁatlonal conferences. and otne“
organs of the United Nations. In all these fora the Ten ?

- have endeavoured to ha rmonize ehelr voting pOSlt’OﬂS as. ..
well as to reach agreement on cemmon statements and common
explanations of vote ‘with a view to presenting the

common positions of the Ten on as many subjects as possible.




Disarmament

At the United Nations second special session devoted
to disarmament (7 June to 10 July 1982) the Ten Member
States of the European Community were represented at a
high political level and participated actively in the work
of the special'sessioh. Besides giving their views in
common general statements in the plenary and in the main
committees of the special session, the .Ten also contributed
with common replies to enquiries from the Secretary-General

~f the United Nations concerning the subjects '"the

relationship between disarmament and development' and '"the

relationship between disarmament and international

security".
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COMMISSION REPORT ON THE EUROPEAN UNION

1. This report on the progress of the Community towards European Union
is the sixth (1) of its kind from the Commission to the Council and the

Member States since the TINDEMANS' report. (2) in 1975.

During 1982, the European Community has been severely tested by events. .

Trade disputes and monetary disturbances have confron- _
ted the Community with an imperative need to act together in defense
of the common interest. By and large, the Community has responded

well to these challenges

However solidarity in the face of external events has not been matched by
internal reform. 1In particular, the adaptation '

of the Common Agricultural Policy and the financing of the

Community have threaten.ed more than once to block the decision-making
process as a whole, at critical moments. They are endangering the

negotiations on the Third Enlargement, to include Spain and Portu_gaL

in the Community. .

-

Some progress has been possible in economic and social policies, but
not enough to offer the firm prospect that, in 1983, the Community
will be able to make a decisive advance towards economic recovery,
and reducing unemployment. It is essential to make possible a macro-
economic strategy based on a genuinely integrated internal market,
on industrial, energy and research and development policies that are
fully consistent at a European Lev.el, and supported by structural fi-

nancial instruments czpable of exerting a greater influence.

(1) Suppl. 8/77, 1/79 and 9/79, 4/80, 3/81 = Bull. EC
(2) Suppl. 1/76 = Bull. EC
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4. Nevertheless, in 1982, valuable groundwork has been done which could enab(e
progress to be made towards a European Union. In this respect, the
Commission believes that the Community's success in meeting external
challenges is a timely reminder. In : i 3
steel, for example, it has been demonstrated, once agaiﬁ, that external solida-
rity is most effective when based on a developed common policy for internal as
well as external aspects of the question. In contrast, the lack of common
policies, or their weakening by long-standing and unresolved disagreements,
js a constant impediment to external solidarity, as it is, more broadly,

to economic recovery within the Community.

This report now examines in more
detail - the principal developments within the Community in 1982,

relating to progress towards European Union.

Political and institutional Europe

6. In June 1982, tripartite discussions between the Presidents of the Council, the
Commission and the European Parliamept were brought to a successful.conclusion (3)
with the signing of an agreement on budgetary questions. This agreement is
designed to improve the operation of the budgetary prdcedure and thus to avoid,
to the extent possible, recurrent delays in the adoption of the Commu-
nity's budget. The agreement covers, in particular, the classification
of expenditure and its division between compulsory, and non-compulsory
categories. It provides a clarification of the procedures to be follo-

wed, and of the Parliament's role.

This agreement inaugurates, it is to be hoped, a period in which there
can be a more harmonious functioning of the budget procedures of

the Community.

is regards the European Union more brpadly, two major initiatives have

been taken

(3) Bull. EC 6=1982, pt. 1.1.1 et seq.
. i
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The first of these is the proposal for a European Act .(4), jointly made by
the Foreign Ministers of the Federal Republic of Germahy and the Republic
of Italy, in November 1981. It includes a declaration relating to econo-
mic integration. The proposal is designed to bring together the present
Community process and the European political co-operation process, and,

at the same time, to extend intergovernmental co-operation to new areas.
It also aims to improve the functioning of the Community's institutions,
by making some adjustments to the balance of responsibilities between
them, by improving mechanisms for co-ordinating the political and"
economic arms of the Community, and by a clarificatipn of understandings

about voting procedures.

The second is wider-ranging and more ambitious in character.

In July 1982, the European Parliament adopted a resolution defining its
attitude to the reform of the existing Treaties and the achievement of a
European Union. The resolution concerns, in particular, a definition of
the tasks of the Union, the financing of the Union, and the defihition

of a new balance of responsibilities between the Community's institutions.
The European Parliament intends to examihe a full draft for a new Treaty
in 1983, and has announced its desire to see organised a conference

on the future of the Treaties at the,end of 1983.

8. Finally, the Commission has submitted proposals to the Council and to the
European Parliament, concerning, the role of the European Parliament in the .
preparation and conclusion of international agreements and accession
treaties. These suggestions represent, in the opinion of the Commission,
practical improvements which do not require a change in the division ofi

powers between the Institutions, as laid down in the Treaties.

Economic and social Europe

9. Two realignments have been made within the European MonetEry_?ystém,_in -
February and in June of 1982, related to an insufficient convergence of econo-
mic policies. Nevertheless, these realignments, and the internal policy
measures which accompanied Fhem, again-confirmed the ability of the system

to make orderly adjustments, “in accordance with fundamental economic criteria,

24,2 o/

(4) Bull. EC 11-1981, pts 3.4.1 and 3
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while preventing erratic or irrational exchange rate movements.

The Commission hopes that its proposals (5) for a sirengthening of .the
European Monetary System will ‘obtain * the approval of the Council of

Ministers. A wider international stabilisation of exchange rates

will be hsipcd by such a strengfﬁehing.

The economic recovery which was forecast for the second half of 1982

has not materialised. The prospects for 1983 are not encouraging. The
Commission has therefore proposed to the Council (&) that the co=-ordination
of economic policies, and the financial policy mix within the Community,
should ensure a better level of activity, while continuina to oursue

a return to the essential fundamental equilibria. The Commission has
identified three ._

main issues for internal economic policy towards which its policies are

directed. They are :

inadequate investment and insufficient effort for technological de-

velopment;
excessive rigidities in wage and price formation and the low profita-

bility of entreprises; and "

an inappropriate structure of public expenditure and a rapid increase

in public expenditure relative to gross national product.

. 11. Measures to strengthen the underlying economic environment, in particular
; in the field of investment, are essential to economic recovery, and are

the basis for a return to more satisfactory levels of employment. However
they need to be accompanied by specific measures in the employment field,
relating to the reduction and reorganisation of working time under certain
conditions, and the improvement of employment opportunities for young people,
in fulfillment of guidelines laid down by European Council at its meeting
in March 1982. The Commission's pEOposaL to the Council concerning the
reform of the European social fund, and its draft of a Council resolution
concerning a policy for professional training ih thelEurOpean Community

are part of this same plan of action.

The Community has continued its efforts to ensure a coherent approach to

industries in need of major restructuring. It has been necessary to
3 N e

(5) Bull. EC 3-1982, pt. 1.4.1 et seq.
(6) Bull. EC 10=1982, pt. ...
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&
maintain and adapt the regime of production quotas in the face of a further
‘deéline in market prospects for the steel industry.. In general, the Commission

has continued'to play an active role in ensuring the compatibility of state
aids with Community objectives, and has taken steps to obtain a more
co-ordinated and effective intervention by Community funds, notably the
Regional and Social Funds, in aid of the reconversion of regions in industrial
decline. Finally, it has proposed measures in support of new industries, par-

ticulary information technologies, and in support of innovation in general.

The failure to make determinéd progress towards a genuine Community-wide intern
market remains of concern to the Commission. Despite ‘political undertakings at
the highest level, the latest being the conclusions of the European Council in
June_ 1982, no significant progress can be claimed. Proposais to develop

the internal market are still, for the most part, blocked in the

Council, despite efforts to present them as a coherent whole, and in

their wider context (7). In addipion, it shouLd be nqted_that proposals

about transport policy are also blocked.

Worse, there has been a proliferation of national measures aimed at
reducing rather than freeing the movement of goods and services within
the internal market. Such actions are a serious threat to one of the
main pillars of the Union, and equally to the pursuit of a policy
based on the common interest, which is the only basis for an early
economic recovery. The Commission is acting with determination to

combat them.

During 1982, prolonged discussions have continued about the role of the
Community budget, in particular as a source of direct assistance to
structural adjustment’and about the impact of Community financing

on Member States. They have put further difficulties in the way of the

development of Community policies.

These questions are also related to the question of the expansion of the

Community's Own Resources. They will need to be resolved, if the

Community is to be able to finance the existing and the new policies

it needs, especially in view of the Third Enlargement.

(7) 0J C 203 of 6.8.1982 and Bull. EC 6-1982, pt. 2.1.1
Bull. EC 4-1982, pt. 2.1.8

0;
7
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14. The adaptation of the Common Agricultural Policy is one key element in the deve-
Llopment of Community policies. Despite a difficult social environment, the
Community was able to adopt price proposals for 1982/83 which kept the rate of
arowth of the EAGGF Guarantee section below the rate of growth in aggregate
budgetary resources, which introduced a hierarchy of prices reflecting
the desire to close the gap between Community and world market prices
for some key products, and which introduced the principle of Llimiting.

price guarantees by means of production thresholds for four major pro-

ducts (cereals, colza, miLk; processed tomatoes). However, apart

from wine, insufficient progress has been made towards strengthening

support systems for Mediterranean agriculture.

CONFIDENTIAL




CONFIDENTIAL

EUROPE IN THE WORLD

15+ 1982 has been a turbulent year. In December 1981, martial law was
imposed in Poland. In April 1982, the Falklands crisis broke. In July 1982,
Israel invaded the Lebanon. Economic relations with the United States and
with Japan are passing through an exceptionally difficult phase. The
simmering crisis related to the growing indebtedness of a number of important
developing countries reached a new acuity. The European Community has been
called to respond to these events. It has shown its ability to main-

tain its cohesion, and to respond in a timely fashion.

16. As regards the situation in Poland, the Community has taken practical
steps in support of its repeated condemnations of the imposition of martial
law. Concessionary sales of

Community foodstuffs ceased but aid has been made available swiftly to the
Polish population, through the intermediary of.non-governméntal agencies.
Restrictions on the export by the USSR of gcods to the European Community
have been introduced. The European Council, meeting in March 1982, has under-
lined the grave repercussions that the situation in Poland will have for
security and co-operatioﬁ in Europe, ahd for East-West relations overall.
This has been borne out already by the difficult atmosphere surrounding the
Ministerial meetings of the C.S.C.E. in Madrid this year, and by an agreement
amongst the major Western industri-atized powers to pursue a prudent course .
in commercial and financial relations with the Warsaw Pact countries. The
reclassification of the USSR within the 0ECD Export Credit Arrangement

is intended to reduce the subsidy element in export credits to that country (8).

-

7% The Falklands crisis posed problems that were particularly delicate for
the Community. Nevertheless, the Community agreed with-rapidity to the

imposition of an embargo on &xports from Argentina to the Community (9).

Despite the internal political

; A
(8) Bull. EC 7/8-1982, pt. 2.2.17

(9) 0J L 102 of 16.4.1982; 0J L 136 of 18,5,1982;
0J L 146 of 25.5.1982 GONRIDENEEIATLI?82, pf. 1.1.1 et seq.
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difficulties in some Member States, Community solidarity was adequately

maintained for the duration of the military conflict.

18. During 1982, relations between the European Community and the

United States were strained, notably by the unilateral decision of the.

United States to impose economic sanctions on some Community enter-

prises. These sanctions were applied to enterprises supplying materials

using licences or components of U.S. origin for the construction of the -
trans-Siberian gas pipeline. The European Community has played an active

role in intensive consultations between the United States and her main bértners.
Heanwhile the sanctions_have been Lifted. _. 2l 2 v

Following the Western Economic Summit held at Versailles in June 1982,

~consultations are also in progress i Sy st
on interest rates and international monetary co-operation, and on co:oﬁeration
in the development of high technology. Steps have been taken at the Ministerial
meeting of the I.M.F. at Toronto, in Septehber 1982, to consolidate the

financing of world trade and development.

19. In the midst of a world recession, trade disputes are inevitably more
acute. The Community has pursued difficult discussions with the United States

on trade in steel to a successful conclusion (10). Negotiations for the renewal of

-
B v

the Multifibres Agreement ‘have .sought H O _
a fair balance between the interests of the Community and of the developing

world.

The Community has been able, in 1982, to adopt a global common strategy
for the deveLobment of trading relations with Japan. At a meeting in March 1982,
a programme of action was begun, aiming to tackle the problem at its source,

namely the low import propensity of the Japanese economy, and the need for

Japan to reflect its international responsibilities in the conduct of its

macro-economic policy.

This year, the Community celebrated the 10th anniversary of the signature

of the free trade agreements with E.F.T.A. Relations with these countries

continue to develop very satisfactorily.

(10) 0J L 307 of 1.11.198CONBDENTIALSE-1982, pt. 1.1.1 et seq.;
Rull . Fr 1N=1QR2 . n+. 1.%_.1 ot ecen.
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20. Relations between the European Community and the developing world as a
whole have continued to progress. In particular, the Community has made
major efforts in 1982 to strengthen its action to combat hunger in the world.
A new form of action, the food strategy (11), is being introduced in

partnership with a number of countries in Africa.

The Community is actively preparing, on the basis of communications
from the Commission, a general review of the Community's relations with
the developing world. Discussions have begun on relations with the
Mediterranean Basin as a whole (12), in view of the forthcoming Enlargement. .
Discussions are also beginning on a Memorandum on the Community®s Development
Policy (13), in view of the forthcoming renegotiation of the LOME Convention.
However, the failure to launch global negoqiations between the North and the
South despite the progress achieved in this respect during the Western

Economic Summit at Versailles, is a continuing disappointment.

21. Negotiations on the Third Enlargement of the Community to include

Spain and Portugal have continued to advance. They-have now reached a point

at which the Community must prepare to examine the few remaining, but most
difficult matters. In response to a request from the European Council,

the Commission has prepared an updated review of the most important outstanding
jssues., The Community remains fully aware of its obligations towards the
newly=-established democracies. Nevertheless, this aspect of its external
policy, more even than any other, would be helped by the adaptation and

development of a number of Community policies.

{11) Bult. EC 6=1982, pt. 1.3.] et seq.
(12) Bull. EC 6-1982, pt. 1.2.1 et seq.
(13) Bull. EC 9-1982, pt. 1.1.1 et seq.
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EUROPE AND THE EUROPEANS

22 Much attention has been focussed on the debates within the European
Parliament on the proposed directive on company law concerning employee
information and consultation procedures. The European Parliament is completing

jts examination, and discussions may soon start in Council.

23. The Council has agreed on the creation of a European Foundation, which

is designed to increase understanding between European peoples, and facilitate
their participation in the development of a European Union. A further step

has also been taken towards the creation of a uniform passport. However,

despite renewed calls for action from the Commission (14), and from the European

Parliament, there is no progress towards the simplifying of checks at internal

Community frontiers : indeed, in some cases, such checks are being reinforced.

24, Once again, this has not been a good year as regards public opinien.
Clearly public opinion is more influenced by internal dissension, and by its
inability to see the European Community as a force for internal economic

recovery, than by the Community's undoubted role in external affairs.

2 The Commission views with concern a tendency in public Life to
emphasize_that which separates nations, rather than that which binds
peoples together. The European Parliament, the CouhciL, and the Commission,
stand to remind Europeans of their common interest and identity in an
increasingly dangerous world. There can be no more practical way to do

this than to make 1983 a year for progress towards European Union.

(14) 0J C 197 of 31.7.1982 and
Bull. EC 6-1982, pt. 2.1.10
- =
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EUROPEAN COUNCIL, COPENHAGEN

3/ DECEMBER 1982

FISHERIES

Brief by Cabinet Office

OBJECTIVE
1. To reach agreement that the "package" on the table be adopted by

Fisheries Ministers forthwith,

.

2 [Failing that] To ensure that a remit is given to Fisheries Ministers Y

which does not imply any further concessions on the part of the

United Kingdom. If possible this should be an instruction to them to reach

agreement before the end of the year on the basis of the Commission's

ﬁ
proposals. If the Danes will not accept this, we should seek conclusions

— :
to“The effect that the Heads of Govermment note the position reached by
Fisheries Ministers and instruct them to take decisions by the end of

the year,

SUGGESTED OPENING STATEMENT

3. European Council cannot ignore the position now reached on fish.

Continuing failure to agree is damaging Community.
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k. Do not underestimate the political difficulties faced all round the
table in negotiating a Common Fisheries Policy. All European fishing
industries in great trouble: all represent acute political as well as
economic problems. Great political courage has already been shown by

all member states in making sacrifices to bring Community within an ace of
a settlement. Nine countries have agreed on a package, and faced the

e
political penalty their concessions to a common position entailed. One

—

country seeks more for herself in the package. Just a little more. But
the concessions sought are of a kind which undermine the basis upon

which the package has been drawn up - respect for historic fishing patterns.

And the other nine are at the limit of their capacity to make concessions.

— 0 L

5. The Danish Prime Minister must understand that I have no concessions to offer.
Feeling in the far North, and extreme South-West, is intense. We have to
— . —

stop where we stand. I believe other governments are in a similar position.

Indeed, the nine reaffirmed at the Fisheries Council last Monday that they were

not prepared to reopen the package. We are asking Denmark to make one small, but
final step to join us,
6. Must not underestimate the political setback failure to agree would

cause. There would be continuing uncertainty for our fishing industries.

The pathway to enlargement of the Community would have a further obstruction. .
Another initiative to build and bind Europe would have failed, at the very

edge of success, But if we could reach agreement, it would be a

tremendous achievement for this Council, Danish Presidency and Europe.

POINTS TO MAKE IN FURTHER DISCUSSION
Te If there is detailed discussion, the Prime Minister might draw on the

following points to reinforce her opening remarks:

i. The whole negotiations have been based on the principle of

historic rights. Yet Denmark is requesting 20,000 tonnes of West Coast
————

B i

mackerel, when they have no historic tradition of fishing there
) '————_ —

——

2
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whatsoever. They would also want a handful of licences for fishing
——

in the North of Scotland box for edible fish yet they have no
N =Y —y

previous tradition of this sort of fishing here. These two demands

L. i

have no historic justification. Any change in these points would
ﬁ
conflict with the principles on which the package is based and

would unbalance it and create new difficulties for other Governments

which would jeopardise its chances of achievement.

ii., What is more, these demands are minute compared with the
totality of Danish fishing. The whole of their fishing for
human consumption represents only 18 per cent, by weight, of the

e
totality of their fishing, the rest (over 1 million tonnes) being

fish caught for industrial uses, most of which they can fish free
—

of quota controls. No other Member State catches even 100,000 tonnes

— e
ety

of fish for industrial use, So far as the fish for human consumption

is concerned, they have a large share of the Community's herring,
vgEm——e T T oy

over one-third of the "other species" and a fair share of the seven
# ——-—-.
main species to which the extra mackerel they are requesting would

be only a very small addition."

iii., The final package reached on 8 November embodies a series of

major concessions by the United Kingdom on the position supported

earlier by all the parties in Parliament. We have faced intense
domestic criticism on this score: mnevertheless, we are prepared to

accept the package if others will,

iv. A failure to settle the matter now would be a very serious
sethack for the Community. Member states would be forced to adopt
some form of nationalmeasures which would show in the worst possible

way that the Community was unable to settle its affairs properly.
3
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BACKGROUND

8. There is no problem over national measures other than with France.

They are willing to express in general their support, but in detail there
would be difficulty in reaching agreement with them, as they prefer

the flag state to retain its sovereignty and not to have terms imposed
upon it in the waters of other countries. It is advisable therefore

to speak in favour of national measures in general rather than specific

—

-~
terms at this stage.

9. Nine Member States accepted a fisheries "package' on 25/26 October .

—

and further efforts were made to secure Danish ag;eement at the Fisheries

Council on 8 November. A note on the main components of a settlement is

at Annex A, Nevertheless the Danes have remained obdurate despite appeals

by the United Kingdom and other Member States. At the Fisheries

Council on 29 November, nine Member States reaffirmed their agreement

to the package and made clear that there could be no alteration to it.

The United Kingdom position has made abundantly clear to the Danes by

the Prime Minister and the Minister of Agriculture, Fisheries and Food.
@

10. The Danes should now realise that it will be very difficult if not

impossible for them to secure any further concessions. Hitherto their

strategy has no doubt been to keep on 'negotiating' until such time as

concessions in their favour cease to be made. That time has now arrived.

Other Member States also have an interest in rejecting the remaining

Danish demands, notably Ireland, the Netherlands, Germany and France

on mackerel and France on the Shetland box.
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11. If overall agreement cannot be found before the end of the year we

will need to apply to take national measures to implement so far as

possible the 'package' agreed by nine Member States. However, this

presents many problems and it would clearly be very much better to

achieve a Commnity-wide agreement.,

12, There are distinct disadvantage for Denmark in not settling a

CFP. In the fishing sector their industry would face an uncertain

future with the threat of national measures being taken against them
‘_l—_\ — S

by the other Member States which could lead, for example, to prosecutions

for illegal fishing. It would be open to us to change our quota management

arrangements for mackerel so that fewer United Kingdom catches were

———

landed in Denmark. In the event of continued disagreement the Norwegians

would not make available to the Community the extra fish in 1982 that they

s

would do if there were agreement among the 10, which would particularly
=g

=

hit Denmark. The greater disadvantage, however, is political in that
———
et

it must be difficult for a small country like Denmark to remain isolated

on a major issue within the Community. Certainly Danish interests

would not be well served if because of her stand on fisheries Denmark
Ay

became very unpopular elsewhere. This is especially the case with the

United Kingdom as is shown by the very great extent to which Danish
exports and most particularly food exports are dependent on the

United Kingdom market.

13. It may be that, in the hope of securing further concessions, the

Danes will suggest that Fisheries Ministers should simply be instructed

to produce-a solution guickly. This would not be good enough. The

present 'package' needs to be clearly identified as the form that
—

agreement should take.

5
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14, At Annex B is a note on the main concessions made to the Danes in

recent months. At Annex C is a note setting out the main claims the

Danes have made in claiming they have been unfairly treated and the

basis for our refutation of it. At Annexes D and E are two 'base'

documents Annex VII of the 'Hague' Agreement of 1976 and the 30 May 1980

Declaration of the European Council,

Cabinet Office

26 November 1982
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oY FISHERIES POLICY ANNEX A
The package 'on the table' covers the following aspects:-

(i) Access
(a) the continuation of 12 mile limits for at least 20 years

——_1e, ———
from 1 January 1983 with provision for the arrangement to bte

continued after AD 2002. In the United Kingdam's 12 mile limit
the fishing opportunities of other Member States will be

significantly reduced; we will retain the right to fish in

those sections of the 12 mile limits of dther Member States

of interest to our fleet;

S ——— T

(b) a 'box' at North Scotland will be established (2lso for
20 years in the first instance) within which fishing by larger
vessels (over 26 metres) will be limited by transferrable

licences;

(ii) Cuotas
Total allowable catshes are set for 1982 for all the main stocks

S —————— ey

of #ish and for most of them these are divided into national quotas.

The percentages allocated to each Member State of each stock will

normally continue unchanged from year to year;

-(1ii) Conservation

A Community regime on technical measures such as mesh sizes of

nets, and minimum fish sizes will be established on a permanent

basis. These measures include many that were first established

as United Kingdom naticnal measures.

(iv) Struzhtures
Commmity 2id will be

fishing fleev;
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(v) Enforcement
!l!ts

Common rules on national enforcement by each Member State i
own waters . will come into force on 1 January 1983. At the same

time a Community Inspectorate will bte established to ensure the

rules are interpreted uniformly;

(vi) Marketing

New and improved marketing arrangements were adopted in 1981 and

will come fully into effect on 1 January 1983.
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In the Annexes to this brief comparisons except where
otherwise stated are in cod equivalent tonnes. 1In

effect there are a number of agreed ratios which allow
comparison to be made (by value ) between quotas of
different species. jﬂns in comparison to cod, mackerel
= 0.,3. 1.e. one tonne of mackerel is taken as worth

30% as much as one tonne of cod.
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CONCESSIONS MADE TO DENMARK SINCE THE PROPOSALSIOF THE 21st JUNE 1932

CONFIDENTIAL

ACCEPTED BY 9 OTHER MEMBER COUNTRIZS

Quotas

(Column A - Danish allocation in
Column B - Danish percentage of

Baltic Cod

West Creenland Cod

North Sea
North Sea
North Sea
North Sea
North Sea
North Sea

Cod
Haddock
Saithe
Plaice
Herring

Whiting

tonnes

Original

Proposal

A B

82,000 72.8

bl 140
7,000

19.8
5.1
6.1

15.4
5.2
8.1

4,000
20,000
3,000
7,130

Annex 3

EC availability)

Present Proposzal

A
90,000

B
78.3

TAC reduced and not
allocated to meet Danish
' (Greenland) requireuments

50,000
11,500
5,940
26,000
5,000
17,300

20.5
27
8.7

20
7.4

13.2

In addition Denmark may fish 7,000 tonnes of mackerel from Western

waters up to 31 March 1383 as well as 20,000 tonnes they have already

caught in 1982 though thereafter Danish catches from this stock would

not be permitted. There is also a possibility of a further 2,000 tonns

of North Sea cod being made available for the Danes for 1982 only by

the Norwegians.

Access -

The size of the North Scotland 'box' has been reduced in an area of

jnteres to Denmark in order to meet their concerns.

Supplies of Mackerel

mee®* Danicsh

In order to meeT Daz comnlaints that insufficient mackerel was
available to their processing industry we have altered our national

1.
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quota management arrangements with the effect that by 16 November
p— :
landings of mackerel in Denmark from United Kingdom vessels am'ted
to 16,000 tonnes compared with 8,000 tonnes in the same period of

m—
——————

1981. We have also indicated willingness to consider the adoption of
a premium for mackerel imported into Denmark from other community
countries financed by the Community. Very recently the Danish markat
for mackerel has collapsed.

NTrilateral" (EC/Norwav/Sweden) Acreement

To meet Danish demands we have agreed that the trilateral agreement
for 1982 will not be put into effect despite the consequent adverse
effects on the herring stocks available to other Member States

including the United Kingdom. &

Financial Arrangements

The other Member States have agreed in principle certain other

financial provisions such as Community aid for exploratory voyages

which could act = a further financial sop to Denmark.

Conservation

Certain technical adjustments (acceptable but in principle undesir-
able) have been conceded to Denmark in respect of the conditions und~

which catches may be taken.
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.DANISH CLAIMS FOR UNFAIR TREATMENT

A s The Danish claims of unfair treatment in effect centre on

the allocation of cuotas of the seven main svecies (cod, haddock,

plaice, whiting, saithe, redfish a2nd mackerel) and on the allgccation

of licences in the North Scotland 'box!.

2 The Danes have previously, we understand, indicated to the
Commission their willingness to forego a claim for licences in the

'box' (which is not surprising given they have no record of human

consumption fishing there) and they have probably maintained their

claim mainly for tactical reasons. However, there is no doubt that

their position on quotas is genuine.

1 Their main claim is essentially that their historic share

of the seven main species (which they put at 27%) has been reduced

in the ;;;;;;ed allocation to 21% to the benefit of the United Kingdom
whose allocation on the same basis has been increased from 32% to 37%.

The Danes also claim that the 'extra' fish made available since the

Commission's original preoposals of June 1982 have gone disproportion-

ately to the United Kingdom (51%) and only to the extent of 21% to

4, These claims are misleading and/or spuricus for the following

e g

'reasons:- (a) taking the second claim first,

since June increases in totzl allowable catches have

been provosad mainlv for stocks like Western mackerel

of which the United XKinedom has a substantial share and

nmark a low one (in this case zers). It is to be

rofore that the total increase in

-
LI
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Kingdom quotas would be greater than the Danish. What

the Danes ignore (and what reallv counts) is what ‘n.

. happened to the national percentage shares of individual

stocks since these will continue from year to year. As
will be seen from the following comparisons of percentage
allocations for the main stocks of importance to bo<h
Denmark and the United Kingdom, Denmark has done very well.

— x A = June 1682
% EC allocations B « Hoveiber 1082

UK Denmark

A B A B
North Sea cod 47.0 47.0 -l9.8 20.5

North Sea haddock 79.4 78.0 6.1 6.7
North See saithe 16.8 16.9 6.1 8.7.
North Sea plaice 35.6 28.5 15.4 20,0

North Sea whiting 51l.2 52.8 8.1 . 152

The Danes implicitly ignore the decision of the European
Council in May 1980 that quota allocations should be

based not onlv on historic fishing patterns but also on

the extent of losses suffered in third countrv waters
——

(where the United Kingdom has lost the most of any .)

Member State) and 'Hague Preferences' where the United
Kingdom expects to gain from the explicit recogniticn
at the Hague in 1976 that the 'northern parts of the

==me——a
United Kingdom' should be regarded as a preference area.

e i )
(In the same way Denmark gains from the recognition of
Greenland 2s a special 'Hague' rggipn). It is therefore
g e %
tc be expected that the United Kingdom share of overall
quotas would exceed our historic record. In fact it does
so only marginally;

2.
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figures qucteg%vﬂ:gghbgf?é"s tend to exclude 2dvantzages

aceruine to Greenland: but Greenland is an integral

s e ——

part of Denmark and as yet a part of the Community.

e S

Claims that it has been 'agreed' in the Community
that Greenland should be considered as in some way

outside the process of quota allocation are unfounded;

the Commission themselves argue that the Danish percentage of
the seven main species proposed by the Commission for 1982 is

virtually the same (-0,0% per cent) as their average catches in

19773-78;
ii) industrial fishing. In 1981 Denmark and the
e,

Uni?sg=ﬁingdom were the only two industrial :
fishing nations in the Community. The relative
importance of the two countries in this area
can te seen from a comparison'of landings of
the main industrial species in 1981. These
were:- ‘

Denmark 1,047,000 tonnes

United
- Kingdom 95,000 tonnes

The Danes will have substantial opportunities to
fish for herring not onlyin the North Sea put

also in the Baltic and Kattegat and Skagerrak

where most other Member States cannot fisn and

did not fish in the years when herring fishing

elsewhere was banned.

| ) {_J“"}\
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There are important other smecies of

for human consumption which fall outside the.

seven main species (and herring) eg scle. The

present percentage allocations of these

(calculated in cod equivalent tonnes) are:-

United Kingdom : 7% of EC total

Denmark 35% n
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Draft Council Resolution on certain aspects

of the internal fisheries system

The Council considers that the reconstitution and
protection of stocks in order to permit an optinum
'yield from potential Comnunity rescurces require
strict control and Community-wide measures to

that end. '

The Council recosnises that the protection ard the
control of the fishing zone off Ircland must not -
result, because of the size of this zone; in

a charge, for %bhat lMember State, which is dis-
proportionate to the volume of the Community

fish resoucces waich can be axploited in that zone
by the fishermen of that lember State. It agrees
that the implementation of availzble means of
surveillance or those to be foreseen must be
accompanied by appropriate measures to easure that-
the charges which ensue will be shared equitably.

Having regard to the economic relationships which
characterise fishing activity in Ireland, it de=

clares its intention so to apoly the provisions of

the Common Fisheries Policy, as further determined by the Act
of Accession, and adapted to take account of the

extension of waters to 200 miles, as to secure

the continued and progressive developrend

of the Irish fishing industry cn the basis of the

Irish Government's Fisheries Development Programme

for the developuent of coastal fisheries,

cocee/vene
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mhe Council furthermore recognises that there arc oviier regions .
in the Community, inter alia those referred to in the Comnission'

propos2l to the-Council (1), vhers the lccal conmunities are
1

imr?

particularly depen ndant uoon fishing and tha inductries allizsd
"thereto. The uO'LlIlCll therefore agrees that in applyin ne
Comnon Fishe Policy, accouant should also be taken oi‘ the v::.ta__

s
needs of these fi "\mg conmunitics.

The decisions and the guidelines set out in the preceding paragraphs
and the directives adopted for negotiations with third countries in
no.way prejudice the specific nrovifions which it iz necessary to

adopt without delay in oxder to solve the problens of coastal

fishing activity, in part:.culh in economically dicadvantaged resious,
and to regulate fishing activity within a codstal belt. ‘

(1) The remions referred to are Greenland, the northern
s of the Uaited h.:...cc.ou, and Ircland.

CONFIDENTIAL
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COUNCIL DECLARATICN ON THE COMMQN EISHEﬁiES.ROLICY

The Council ag“ees that the- comnletlon of the cocmmon
fisheries policy is 2 ccnccmlyan* part in the sclution of
the problems with which the Commuﬁ_ty is coni fronted at
present. To this end the Cogncl’lundﬁrtakes te adopt, in
parallel with the epplication of the decisions which will
be taken in other areas, the decisions necessary to ensure:
that a common overall fisheries policy is puf into effect
at the latest on 1 January 1981.

In compliance with the Treaties and in conformity with
the Council Resolution of.B-November‘1976 (the "Hague agreement™"),
this policy should be based on the following guidelines :
" ba) rational and non-d*sérimlnatory Community'measures for
. the managament of resources and conservation and
reconstitution of stocks so as to ensure their exp’oitat*on

_on 2 lasting basis in appropriate social and economi
conditions ;

fair distribution of catches having regard, mos® pérticularly,
to traditional. fishing activities, to the'snEc4a1-needs ef -
regions where the local populations are narticularly

dependant upon fishing and the industries all*ed thereto ( Y

and to the loss of catch potentlal in third count“y waters ;

effective controls on the condltlons applying to
fisheries ' '

a2doption of structural measures which include a2 financial

contribution by the Community ;

—

*3 ct. paras 3 and 4 of Annex VII of the COuﬁczl Resoluticn
of 3 November 1976 -
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(e). establishment of =ecu“ﬂlv—baaed i‘::.sner:.es relations o .

with third countries and implementaticn of agreements
already neéotiated. Tn addition, endeavours sheuld be
made to conclude further agreements on fishing A
possibilities, in which the Community = subject to the
maintenance of stability cn the Community market - could
also offer prade concessions.

Furthermaorc, Article 103 cf thé Act of Accéss*cn shall be
applied in conformity with the ODJeCulVES and provisions of
the Treaty establishing the Eurcpean Eccnqmzc Community, with
the Act of Accession, inter alla artlcles 100-102 and with
the Council Resolution of 3 November 1976, in particular
Annex YiI. ;

The Councxlagrees to take up agaln the examination of
the proposed reﬂulaulons under (a) (technlca* mnasures of
donservation) and (c) (control) a2t its session on 16 June 1980,
and a2lso on this occasion to begln examinztion of other
proposals, including a cropoaa1 on quotas for 1980 which the
Commission undertakss to present in goad time.

L]

CONFIDENTIAL




CONFIDENTIAL

THIS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT
EHG(C)(82)11 COPY NO

26 November 1982

EUROPEAN COUNCIL, COPENHAGEN

3/4 DECEMBER 1982

BUDGET PROBLEM

Brief by Foreign and Commonwealth Office

OBJECTIVE

1. To make it clear that we would regard failure to
reach agreement by the time of the next European
Council as a serious matter, but, if possible, to avoid
a detailed discussion of the Commission's paper in
which the French and others would set out their

reservations on it.

POINTS TO MAKE
2. We have already missed the original deadline for a
decision of 30 November. I understand the reasons -

problems over 1982 refunds, Governmental changes - but
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that is still regrettable. Postponing decisions does
not make agreement easier. On the contrary, it can
worsen the atmosphere and encourage public controversy.
Britain's problem is large and increasing; the
Community has agreed to find a solution; it should do

so with all speed. My Government would be bound to

regard failure to reach agreement by the time of our

next meeting as a very serious matter.

3. Glad that Foreign Ministers have agreed to treat
this subject with urgency. Right that Coreper should
get down to work rapidly and that Council should

discuss again in January. They should find a lasting

solution.

4, [During discussion of the line to take with the
press] Think Presidency should also say that Foreign
Ministers will deal urgently with the budget problem
with the aim of finding a solution before our next

meeting.

5. [If raised] Commission paper has good points and
bad points but Foreign Affairs Council to discuss - no
need for us to do so. [If discussion does develop -

see Annex A].
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6. [If raised] A major objective of any review of the
Community's financial system must be to find a

lasting solution to the problem of budgetary burdens.
As for own resources, the essential requirement is
effective control over the growth of surpluses and of
CAP expenditure. We take the view ‘that the present own

resources will be sufficient even after enlargement.

7. [If pressed on own resources] 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, regardless of what is

done about CAP expenditure, new money will be needed.

BACKGROUND
8. Annex A contains points to be drawn on as necessary

if there is discussion of the substance of the

Commission paper. The paper itself is Annex B.

Foreign and Commonwealth Office

26 November 1982
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POINTS TO MAKE ON THE SUBSTANCE OF THE COMMISSION PAPER

1. I naturally welcome the Commission's recognition

that the reasons which led to the budgetary
arrangements of 1980 and 1982 will continue to exist

after 1982.

2. New Policies. We of course endorse the need for

new policies, which are important in their own right.
We have often been told that the budget problem should
be solved by the development of new policies. We would
be happy if that was achieved. We are keen to see the
development of such policies as the Social and Regional
Funds and a coal policy, and we shall be watching
closely to see what others actually do in the current
Council discussions of these. But even if the Council
does agree on new policies, such measures cannot have a
major effect on our budget problem in the shorter term.
To take just one example, the current proposals for the
review of the Regional Fund will increase the UK's
guaranteed share by only 1% - the Fund would need to be
increased to about twice the total size of the present
Community budget to give us a net benefit equivalent to

our 850m ecu net refund for 1982.
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3. Duration. A lasting solution is needed. This is a
continuing problem; repeated debates about stop-gap

arrangements are damaging to the Community.

4, Refund arrangement. While the present financial

system continues, we shall continue to need a solution

through refunds. I agree with the Commission that that

will need to follow the pattern of the arrangements for
1980, 1981 and 1982. The solution should thus consist
of a basic amount of compensation, fixed with reference
to a realistic estimate of the UK's net contributibn,
plus risk-sharing. We need to avoid having annual

negotiations about the figures.

5. Alleged "overpayments". As the Commission notes,

the agreement of 1980 has been carried out in strict
accordance with the text. The UK is not legally
obliged to make any repayment. We have however agreed
to "take account" of the 1980/81 outturn when
discussing the subsequent solution, and we stand by
that. We have already taken account of it in accepting
the 1982 arrangement. I agee with the Commission that
this is a political problem; our attitude will depend
on the attitide taken by others to the overall budget

solution. I also agree with the Commission that the

CONFIDENTIAL




CONFIDENTIAL

two issues must be dealt with simultaneously. How

could I justify making any further repayment (for which
there is no legal requirement) without a satisfactory

overall settlement?

6. Form of payment of refunds. Note that the

Commission believes that compensation should be paid in
a form closer to "true Community policies". Not too
clear what that means, but welcome if idea is to

broaden coverage of supplementary measures programmes.

7. [If in bilateral discussion the Germans stress

their determination to contribute no more than 25% of
their normal VAT share] Given the views expressed by
Italian, Dutch and other Governments, do you really
think that agreement can be reached on that basis? I
am not denying that you have valid reasons for concern
about the open-ended nature of your net contribution.
But there is a real risk that your present line could
bring about a major Community crisis in the middle of

your Presidency.
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ion for the United Kingdcm: the

Communication n the Commissicn

I. ;ag! Conclusions of the Foreign Affairs
Ministers on com jon f he United Kingdom for 1982 states:
ision before

solution". The present

Commission's basic approach for

reasons which

1982 in favour

problem should be resolved in the long run by the devel
of Community policies in the non-agricultural field which

would introduce a better balance of expenditure into the

Community's Budget. In the Mandate Report the Commission

s for -such policies, including for example,

substantial develcopment of the Regional Fund.

The Commission believes that in any event it is important

that the process of developing new policies which thé Mandate
Report set ip action should continue. It should be pushed
ahead in its own right and in the interest of the Community

as a whole.




intends
thorough review of the Community's financing

1 too is a matter of yeneral Community interest and should be

conducted on| that basis. In the Light of this review the Commission will,

I

n the spring of 1983, present proposals designed to:

e

a)

provide t} Community with the necessary resources
and with th ( y financial flexibility and
autonomy f end to the increas%ng oudgetary
demands of

cdevelop the Communit i 1cing system in such

3 Way-as t timu! he furt! davelopment

. s
01T tnese poli

enlargeme; by Spai 'd Portugal to t
LY

without prejudice t he acquis communautaire

2s it now exists and as the Commission has proposed

it should be developed in the context of enlargement;

internal cohesion and

1s within the tex f this new financing system, and

Community's third

egarding the 1982 solution,

arrangement for the United Kingdom.
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23 November 1982

EUROPEAN COUNCIL, COPENHAGEN
3/4 DECEMBER 1982

GREECE AND THE EC

Brief by the Foreign and Commonwealth Office

POINTS TO MAKE (if raised)

‘s Recognise importance of the Greek Memorandum to
Greek Government. The Commission's forthcoming report
on its discussions with Greek Ministers and officials
will need careful study. We will adopt a constructive

approach when these issues are considered by the Council.

2. But it is equally important for Greece to comply
with her existing Treaty obligations (eg not discrimi-
nating against imported cars) and to refrain from
introducing new legislation which contravenes them

(eg on insurance). It would clearly help Greek case
on Memorandum if these problems could be resolved.

BACKGROUND

3. Papandreou Government elected last Autumn on anti-EC
platform. Their Memorandum, presented to Community in
March 1983, seeks to maximise and accelerate Greece's
financial benefits from accession (and thus strengthen
arguments for continued membership) through more EC

funds to develop agriculture, rural infrastructure and
small and medium sized industry; EC competition and

export incentive rules should also be waived. We - and

s (o
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other Member States - believe appropriate solution to .
Greece's demands can be found within existing Treaty
provisions and funding. Commission's detailed proposals
for EC response to Memorandum expected within a couple

of months.

4, Significant and growing complaint from UK industry

not only about existing Greek legislation and practices,

eg 1980 legislation which led to special consumer tax on
cars being higher for imported than domestically-produced
vehicles, which contravene her Treaty obligations, but also
about new and illegal legislation introduced this year

establishing a quasi-monopoly for state-controlled insurance

companies in public sector business. (This contravenes .

Article 62 of Rome Treaty). They are also currently
considering a draft pharmaceuticals law which would
largely exclude foreign firms from her market, to the
great concern of UK companies. Although Greece is not
legally obliged to implement a VAT system until 1 January
1984, the achievement of that deadline looks unlikely.
This would set an unfortunate precedent for Spmain, who

has currently agreed to implement VAT in full on accession

in place of her present discriminatory tax systems.

Foreign and Commonwealth Office
23 November 1982

- B
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EUROPEAN COUKCIL, COPENHAGEN

3/4 DECEMBER 1982

GREENLAND

Brief by the Foreign and Commonwealth Office

POINTS TO MAKE (IF RAISED)
1. Not for us to discuss now, Best left for detailed
consideration in light of Commission's report expected

early next year,

BACKGROUND

2. In a referendum on 23 February 1982, Greenland opted
by a small majority for withdrawal from the Communtiy.
Consequently, the Danish Government submitted to the
President of the Council a proposal for a Treaty amending
the Community Treaties which would provide for Greenland's
withdrawal from full membership, and her addition to Annex
IV to the Treaty, listing the Overseas Countries and

Territories (OCTs) covered by the Part IV arrangements.

3. The Danish Government has suggested that the Treaty
amendments be agreed by the end of 1982, leaving 1983 clear
for ratification by Member States, and the introduction of
the new arrangements on 1 January 1984. This timetable is

unlikely to be met. The Presidency has asked for the
CONFIDENTIAL
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opinion of the European Parliament and of the Commission,
The Commission's report is not expected until early next
year. Our overall objective is to ensure that Greenland
remains firmly wedded to the Western Alliance. But
Greenland's withdrawal would pose particular problems on
fish, aid and in deciding the nature of any future

relationship.

4., The Commission appear to be moving towards a special

OCT status for Greenland. They are concerned about the . .
need for the Community to avoid any action in the next six

months which could adversely affect the prospects for the

next Greenlandic elections (to be held next May), which

could result in a reversal of the decision to withdraw.

The Danes are said to favour efforts by the Community to

encourage Greenland to reconsider its decision,

5. The negotiations on fish are likely to be particularly

difficult, It is assumed that, in the negotiations to .

settle her future relationship with the Community, Greenland's
aim will be to secure free access for her fish products

whilst excluding from her waters fishermen from Member

States and third countries who might fish under bilateral

arrangements with the Community,
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6. OCT arrangements, which were designed to provide an

aid régime similar to that in the Lomé Convention to help

developing countries, are not appropriate for Greenland

and could create an unfortunate precedent.

Foreign and Commonwealth Office

23 November 1982
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EUROPEAN COUNCIL, COPENHAGEN

3-4 DECEMBER 1982

ENERGY

BRIEF BY DEPARTMENT OF ENERGY

POINTS TO MAKE (IF RAISED)

Community Energy Matters

1. The UK will continue to play a constructive role in developing

realistic Community energy policies.

We attach considerable importance to the development of a
Community strategy for coal. Coal has a major and growing role to

play in meeting the Community's energy needs. A new coal strategy

would not only meet these energy objectives, but would also, by

developing new Community policies, be a modest but useful step in

the direction of solving the Community's budget problem.

/BACKGROUND
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BACKGROUND

Commumnity Energy Matters

3. At the Council on 9 November, Energy Ministers agreed that a
specially convened Council should meet in December to discuss terms
of reference and time-scales for specific action on solid fuels.

Among items will be Commnity support for economic production,

transport and use of coal.

4. We welcome endorsement by Council of the reassuring and important

study on security of natural gas supply. Glad to see further work

in hand on transport systems and deep gas. Officials will continue
discussion of other items, (financial and management control, Energy
Demonstration Projects, draft investment on subsidies for investment

in Rational Use of Energy, oil stocks, and energy pricing).
0il

5. The world oil market remains weak with continuing downward pressure
on prices. Demand for OPEC oil fell to a low point of 16 mbd in the
second quarter of this year. For 1982 as a whole, we now expect

demand to average 19.5 mbd (compared with 30 mbd in 1979). Prices
could slide dramatically at the end of the year if the Gulf states

act on their threats to cut official prices by up to $6 a barrel. But
we judge that they would find it difficult to carry through such a

threat.

/7. Lower
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7. Lower oil prices should aid economic recovery within the EEC.
Adverse effects could include a reduction in EEC exports to financially

hard-pressed OPEC countries such as Nigeria.

8. Falling oil prices, if maintained for a long period, would discourage
efforts to improve energy efficiency and take conservation measures.
We should need to guard against becoming over-dependent on OPEC oil

again.

9. Prospects for oil demand in 1983 are little different from 1982
only a slight increase is foreseen. The OPEC marker price ($34 per
barrel) is likely to come under increasing pressure. There are signs
that the Gulf states may be fed up with bearing the burden of
maintaining the marker price. Prices may be cut, which could trigger
a downward price spiral. North Sea prices are bound to follow any
major cut by the Gulf states; (a cut of $6 per barrel would reduce
North Sea exchequer revenues by some £1.5 billion for the 1983-4

fiscal year).

UK Energy Prices

10. Recent announcements of a freeze by the British Gas Corporation

on contract gas prices until October 1983 and of a zero average price

rise on electricity prices in 1983 represent no departure from econcmic

pricing principles.. In neither case is subsidy involved.

Department of Energy

23 November 1982
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ENERGY i

Brief by Department of Energy

Addendum
1 Points to make and a background note on nuclear policy are attached,
following the Secretary of State's announcement on fast reactor developments

on 29 November.

Corrigendum: 0Oil Bacizground note

2 Para 5, line 4; the figure of 19.5 mbd should be altered to 18.5 mbd.

Department of Energy
1 December 1982
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NUCLEAR

Points. te make - (Cefensive)

We consider nuclear 15 a vita ¢ play in safeguarding

Europe's energy :uppl;es.

We are therefore pressi ahead with our own programme. Two
further Advanced oled Reactors were ordered in 1930, and a
public inquiry has now opened into the CEGB's plan to build its

first Pressurised Water Reactor.
Within the last week we have also made a major policy announce-
J-&.;

ment re-affirminge our commitment to a substantial fast reactor

development programme,

is a vital technology for the future. We are
determine : 255 ccessi v, and we look forward to
working wi 1 lends i } ( tries with whom we share

a common

Backeround

Nuclear power |
renerated in 1951,
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3. International collaborat] in actor development is an

attractive possibility t 1 ent and industry level there

have been discussions witl 1co/German dominated European
"SERENA" partnershi also with e Americans., No conclusions
have so ! . cact - Zgh we hol the discussions will continue.
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3/l DECEMBER 1982

STEEL

Brief by Foreign and Commonwealth Office

STEEL
Points to Make

1. Congratulate Vice-President Davignon on EC/US Steel agreement. An

excellent example of effective Community action.

2. Similar need for concerted action on internmational front. Greatly
concerned about current instability in EC Steel market. Welcome measures
proposed by Davignon in Elsinor (18 November) and hope that these can be

quickly implemented and rigorously enforced.

3. Need is now for Community to face up to vital longer term problems -
the need to bring supply more closely into line with demand. At Elsinor
there was a clear agreement by nine Member States on the need for capacity
productions of the order of 30-35 million tonnes. All Member States agreed

on the need to maintain the disciplines of the state aids regime.

4, Welcome the Commission's resolve to administer that regime strictly and
fairly. Regret that the extent of capacity cutback so far is inadequate

although some partners are now making major contributions.

5. Need a clear commitment by the European council to abide by the disciplines
of the State Aids code and carry out cuts in capacity on an equitable basis.
Performance of UK industry so far is unchallengable - Vice=President Davignon
is on the record as having said that we have made the greatest sacrifice.

- Essential that everyone bears - and, politically, is seen to bear - his share
of the burden.

1
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6. Suggest that the Commission reports to the next FEuropean Council on the .

progress made in cutting capacity.

Foreign and Commonwealth Office

2 December 1982

2
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EUROPEAN REGIONAL DEVELOPMENT FUND

Brief by Foreign and Commonwealth Office

POINTS TO MAKE (IF RAISED)

1. Regional Fund a good example of a Community policy
in a field other than agriculture which should be
developed so as to produce a better balance in the way

the Community uses its resources.

2. UK attaches importance to current review and wants

to see it completed as soon as possible.
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3. We support Commission objective that the Fund
should concentrate its resources more on the areas of
greatest need in the less prosperous Member States.
Also important that Fund should remain flexible in its

operational rules and administration.

BACKGROUND

4. (MAY BE USED) The review of the Regional Fund,

which began in December 1981, is making very slow
progress. The European Council in London in November
1981 affirmed that the Fund should continue to grow in
real terms and concentrate more on the areas of |
greatest need in the less prosperous Member States.
That Council also identified the ERDF as a Community
policy which needed to be developed in order to achieve
a better balance between agricultural and other
policies. We are stressing these points in current

negotiations.

5. (NOT TO BE USED) The UK objectives are to obtain
the largest possible net benefit to the UK from the
Fund whilst minimising aspects of the new Regulation
which might lead to increased Commission influence in

UK domestic policies.
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6. (MAY BE USED) Agreement has not yet been reached
on national quotas under the new Regulation nor on the
relative sizes of the quota and non quota sections and
a number of operational issues remain unsettled. The
Commission wanted the non quota section to be expanded

from 5% to 20% of the total Fund, and proposed that the

quota section should be concentrated on the four least

prosperous Member States (including the UK). We
welcomed this proposal, which would increase both the
UK's guaranteed share and our overall take; but the
other more prosperous Member States, who stood to lose
their quota share, opposed it. A compromise proposal,
which would involve a smaller increase in the non quota
section and retention of at least nominal quota shares

by all Member States, is now under consideration.

7. The Fund has grown rapidly since its introduction

in 1975. We are the second largest beneficiary (after

Italy). We secured £194 million from the Fund in 1981.

Foreign and Commonwealth Office

23 November 1982
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3/4 DECEMBER“1982
EUROPEAN SOCIAL FUND

Brief by Department of Employment

POINTS TO MAKE (IF RAISED)

1. Important to ensure that the Fund - whose support
is already valuable - continues to grow in order to
combat the growing Community-wide problem of

unemployment.
2. Hope the current review of the Fund will be

completed as quickly as possible. The Community must

be seen to tackle unemployment with urgency.
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3. The review should lead to a Fund capable of
combating effectively the major employment problems
facing the Community as a whole, ie youth unemployment,

long-term unemployment and the relatively worsening

position of regions with high unemployment (especially

those suffering from industrial decline).

BACKGROUND

4. (MAY BE USED) The Fund provides grants towards
schemes of training and job creation. It is one of the
few Community instruments under which the UK is & net
beneficiary. Our average share has been 23.5%; in 1981
we secured £141 million (25%) and seem set to do even

better this year (perhaps £240 m - 30%).

5. Negotiations on a fundamental review of the Fund

aree just underway.

6. (NOT TO BE USED) The UK's objectives is of course
to secure a Fund under which our receipts will be

maximised.

Department of Employment

23 November 1982

CONFIDENTIAL




CONFIDENTIAL

THIS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT
EHG(C)(82)18 COPY NO

25 November 1982

EUROPEAN COUNCIL, COPENHAGEN

3/4 DECEMBER 1982

EMS

Brief by HM Treasury

POINTS TO MAKE
1. HMG is committed to the aims of the EMS, and in
particular the achievement of greater exchange rate

stability within the EC.

2. The question of sterling's participation in the
exchange rate mechanism is kept under review. Unless

the underlying economic conditions were conducive to

exchange rate stability, sterling's participation might

intensify re-alignment pressures.
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3. A particular point of concern is that both the
pound and the deutschemark are widely used in
international finance and hence particularly vulnerable
to large speculative flows between them if the market
were to judge that their exchange rates were

inappropriate.

4. Unlike other EMS countries, the UK is an oil

producer. At times when oil prices are moving sharply

the pound tends to rise and fall in line with oil

prices, whereas other EMS currencies show the opposite
tendency. This complicates the decision on

participation.

5. Further success by all EC countries in combatting
inflation and cutting their fiscal deficits will create

conditions more conducive to exchange rate stability.

BACKGROUND

6. The UK is a founder member of the EMS and
participates in negotiations on its modification and in
re-alignment conferences, although the pound does not

participate in the exchange rate mechanism.
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7. The fundamental difficulty with participation is
that the adherence to an exchange rate target might

conflict with achieving domestic monetary aims.

8. After enjoying a relatively tranquil two years
since its inception in 1979, the EMS has in the last 18
months encountered more difficult conditions with major
realignments taking place in October 1981 and February
and June 1982. In September and October the market
regarded the French franc and Danish krone as being
liable to devaluation against the relatively strong
deutschemark and guilder; the krone was particularly
affected by the 16% devaluation of the Swedish krona.
More recently the Belgian franc has also been notably

weak.

9. Between June and October the pound enjoyed a period
of relative stability against the deutschemark, with

the rate mostly in the range DM 4.26-4.30. However, 1n

mid-November the pound encountered strong downward

pressure and by end November had fallen to around DM 4.

HM Treasury

25 November 1982
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UNIFORM ELECTORAL SYSTEM

Brief by the Foreign and Commonwealth Office °

POINTS TO MAKE [IF RAISED]
1. It is clear that a number of difficult questions remain

to be resolved. Much more detailed work needed,

2. |[If asked about UK position on proportional representation]
This would be a major political decision for the UK, with

very considerable domestic implications.

BACKGROUND

3. The European Parliament on 10 March adopted proposals
(the ''Seitlinger'' proposals) for a uniform electoral

system for future elections to the European Parliament. The
proposals provide for elections to take place on the basis of
a list system of proportional representation based on
regional constituencies, and for nationals of a Member State
to be able to vote irrespective of their place of residence

in the Community.
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4. The proposals have been under examination by an expert .

working group set up by the Council. It is generally

accepted that decisions must be taken before the end of

the year if a new system is to be in force in time for the

1984 elections. A number of Member States, including the

UK and France, have made clear that this is not likely to

be achieved. The Netherlands, Germany and Italy, on the

other hand, have argued in favour of a Council commitment

to introduce a uniform system in time for the 1984 elec-

tions. They have not yet given up hope‘of achieving agreement
by the end of the year, as they made clear when the subject
was discussed at the Foreign Affairs Council on 22/23 November.
The Council agreed that Coreper should continue its discussions
and report back to the December Council. Discussions in the
working group have, however, identified a number of difficult
problems, apart from the basic question of proportional
representation, and it is clear that agreement will not be

easily or quickly reached.

5. Our main difficultywith the proposals is the unambiguous
commitment to proportional representation. H Committee
decided on 14 June that we could not accept this. It was
also decided, however, that we should delay revealing this
decision to our partners for the time being so as to avoid
taking the blame for the failure to introduce a uniform
system by 1984. Our representatives on the expert group have,
therefore, continued to take the line that they have no

instructions on this point.
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6. There have been suggestions from a number of delegations,
that, if it becomes clear that no agreement is possible on
the Parliament‘s proposals as a whole, the Council should
nevertheless try to do something in time for the 1984 elec-
tions, such as to introduce the provisions for extending the
franchise separately. However, agreement even on this could

be difficult.

7. Ministers have decided not to introduce any electoral
legislation during the remainder of this Parliament. So
it would anyway not be possible for us to extend the

franchise in time for the 1984 elections,

Foreign and Commonwealth Office
24 November 1982
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COMMON AGRICULTURAL POLICY

Brief by Ministry of Agriculture, Fisheries and Food

-

BACKGROUND

The 1983/84 Price-Fixing

) 5 The Commission are currently preparing their proposals
for the 1983/4 price-fixing, against a background of rising
surplus production and improving farm incomes across the

Community.

2. Community milk production is up 2.6% this year, while
consumption will rise only slightly. It will be difficult to
dispose of the extra milk products without weakening world

prices. The US also has a dairy surplus to dispose of. This

year's cereals harvest is once again a record, while the world

market is slack and prices have fallen. Competition with the
US for export markets will be fierce, and stocks carried over
to the next season will be high. Although the beet area was
down, sugar yields are high: taking account of carryover
stocks, the surplus is similar to last year's, while world
market prices are exceptionally low. Further stockholding
measures will be necessary. The wine harvest is expected to
be high and a sizeable surplus will need to be disposed of
(mainly by distillation into alcohol at a considerable

= -
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budgetary cost). The implications for CAP expenditure (likely
to grow rapidly) are described in Brief No 6 on

Enlargement.

3is Farm incomes in most parts of the Community in 1982 are
likely to be up in real terms as a result of the increased
volume of production and the price increases awarded this year
and last. In some countries (including the UK), the
improvement is likely to be substantial.

4, The Commission are unlikely to have decided on their
price-fixing proposals before the European Council. They are
believed to be considering a "norm" increase of 5 to 6%, with
less for the surplus commodities. We have urged the
Commission to propose zero effective price increases for
surplus products and only modest increases for others,
particularly the Mediterranean products, whose cost has been
growing rapidly. We want to see the production thresholds
agreed last year applied effectively, but oppose the use of
co-responsibility levies on producers, which merely raise
funds to finance surplus disposal, while being less effective

than price-restraint in limiting surpluses.

Attitude to CAP .

S. In the autumn campaign to convince our partners of our
commitment to Europe, we have been emphasising that we
recognise the CAP as one of the achievements of European
cooperation: we support its principles, but see a need for
improvements in its operation; in particular, we regard the
present level of surplus production as excessive and alarming,
given the gap between Community prices and those elsewhere.

New Zealand Butter

6. France is trying to maintain a link between the
arrangements for imports of New Zealand butter in 1983 and the

=
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resumption of subsidised sales of butter to the USSR. We
reject any such linkage: the arrangements for New Zealand were
agreed without reservations at the Council in October and
their adoption should be a mere formality. We are opposed to
subsidised butter sales to the USSR. The Commission have
decided to open a tender which would allow exports to the
USSR, but this has not yet been held. The New Zealand point
should now go to the Environment Council on 3 December for
formal adoption, but France may yet block this if sales to the

USSR have not been resumed.

Ministry of Agriculture, Fisheries
and Food

24 November 1982
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INDUSTRIAL POLICY/NEW TECHNOLOGY
Brief by Foreign and Commonwealth Office

POINTS TO MAKE (IF RAISED)

General

1. We want to see European industry fosterad through
completion of internal market, particularly in' the services
sector, and specific action in certain high technology

sectors,

2. Need for urgent action in new technologies: Europe
still has the opportunity to catch up with the US and Japan
if it works together. It must not squander this

opportunity.

Information Technology

3. We welcome the Commission's proposal for a
Strategic Programme for Research in Information Technology

as an example of the kind of Community initiative that is

required. Agreement on telecommunications proposals is now

essential.

CONFIDENTIAL




CONFIDENTIAL

Framework Programme

4, Strongly support Davignon's proposal to centralise
Community Research and Development by developing a
framework programme, in which Community Research and
Development activities are clearly identified with the
Community's overall objectives especially where these
relate to strengthening the Community's industrial base.

Versailles

5. In Versailles Working Group on Technology Growth and
Employment, UK has proposed further areas for joint action

with the Community, eg. on advanced materials and renewable

energy resources.

BACKGROUND (MAY BE USED FREELY)

Information Technology

6. A number of elements of telematics initiatives launched
in 1979 have already been agreed including the Four Year
Data Processing Programme, Euronet/Diane, IDST (Third Plan
£ Action in the field of Information and Documentation)
and the Microelectronics Regulation. The Microelectronics

Regulation was agreed under the UK Presidency and provides

40 m ecu to support the development of key technologies in
selected: areas of microelectronics.

7. The telecommunications proposals are aimed at

harmonising standards, encouraging a freer market in
telematic terminals and opening up PTT calls for tenders.
Agreement was reached on all aspects during the UK
Presidency save the gquestion of whether calls for tenders
should be opened to "manufacturers" or "suppliers"™ in the
Community. France and Germany are still unable to agree on
this issue. We attach considerable importance to these
measures, which are a small but vital step towards a free
European market in telecommunication products, in line with

our own domestic liberalisation programme.
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8. The ESPRIT proposals are for a number of pilot projects
on collaborative pre-competitive research in key areas of
information technology identified by industry. The main
purpose of the projects will be to give practical
experience to provide the basis for a sound management
scheme for a full European research programme: it 1is a test

of feasibility for the programme as a whole.

Framework Programme

9. Davignon has made a bold attempt to cut through the
suffocating bureaucracy of DG XII by proposing that Member
Countries should approve an overall 5-year 'framework

programme' of Research and Development and leave the detail

to the Commission and its advisory committees composed of
Member Countries representatives. This would havae the
double benefit of linking Community Research and
Development to the Communities' general objectives and
greatly speeding up the implementation of agreed

programmes,

Versailles

10. The UK has been strongly supportive of the French
Presidency of the Versailles Working Group and we know that
this has been aprreciated. The four Community countries
and the Community representative on the Working Group have
worked closely together to further European interests
against those of the USA and Japan.

Foreign and Commonwealth Office
25 November 1982
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NORTH /SOUTH

Brief by Foreign and Commonwealth Office

OBJECTIVE

1. To limit discussion, If necessary to ensure that
Community commitment to the Versailles text for launching
Global Negotiations is maintained. To point to need for

progress elsewhere on North/South front, eg at UNCTAD VI.

POINTS TO MAKE (if raised)
2 The position on Global Negotiations established at
Versailles offers the only realistic chance of launching

Global Negotiations with the agreement of all Western countries.
3. Important that Community countries stay united around

the Versailles text. Community under no real pressure from

G77 to consider new language.
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4, GNs should not obscure need for progress in other areas
eg at UNCTAD VI, next major event on North/South calendar:
sound preparation essential if purely defensive posture

to be avoided, takirng account of outcome of GATT Ministerial.

BACKGROUND

5. The UK should aim to keep discussion to a minimum and
to discourage any disposition by Member States to consider
alternative wording to the Versailles text,

References in the Council conclusions to Global .Negotiations .

should likewise be couched in terms of support for the

Versailles text.

57 Despite some progress on the basis of a G77 text
tabled in March, agreement on launching Global Negotiations
is no nearer. Efforts by the UK, France and Germany to
persuade the G77 to accept the amendments agreed at the
Versailles Summit to the G77 text proved unsuccessful. The
French have since been seeking to persuade Community and
other Western governments to modify the Versailles text on
lines more acceptable to the G77. More recently firm
prompting by the UK and the FRG has succeeded in securing

a consensus in favour of the Versailles text.

i It is important to ensure this consensus is maintained.
The Versailles language is central to the protection needed
for the International Financial Institutions. It is also
the only basis on which the US would be prepared to

countenance Global Negotiations. The UK is concerned to
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prevent a split between the Community and the US which would
be prejudicial for the whole international community,

including the developing countries.

8. There is now considerable doubt whether GNs will take
place. The G77 are in any case showing signs of losing

interest in GNs and putting greater emphasis on progress

in sectoral negotiations. It would nevertheless be

tactically wrong to pronounce them dead too soon, for fear

of incurring blame for their collapse.

9. GNs are increasingly being eclipsed by preparations

for UNCTAD VI (Belgrade, June 1983). The UNCTAD

Secretariat are expected to issue some agenda papers by

the end of the yvear. Commodityv issues, trade and finance

are expected to figure prominently. Discussion of trade
matters in particular is likely to be influenced by the
outcome of the GATT Ministerial. Group 'B' preparation

will take place in OECD in Paris. There will also be working

level Community co-ordination in Brussels.

FOREIGN AND COMMONWEALTH OFFICE

23 November 1982

CONEIDENTIAL




THIS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT
EHG(C)(82)23 REVISE 1 COPY NO.

1 December 1982

EUROPEAN COUNCIL, COPENHAGEN
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EC AID FOR NORTHERN IRELAND

Brief by the Foreign and Commonwealﬁh Office

POINTS TO MAKE (IF RAISED)
1. (To Commission) Grateful for your continued
efforts. Encouraged by signs of progress on basis of new

ideas proposed by Commission.

2. (To Kohl) Disappointed that you have been unable to
agree to housing aid for Northern Ireland. Understand
that you will be able to agree to alternative means of
bringing special Community assistance to Northern Ireland.

We are grateful for this.

3. But we are concerned that the new Regulation that will
be necessary may create anxieties for some Member States.

Hope you will join us in trying to overcome these.




CONFIDENTIAL

BACKGROUND
4. The Commission have indicated that Thorn may raise

this with Kohl in the margins of the Council.

5. Former Chancellor Schmidt wrote to the Prime Minister
at the end of July confirming that the German Government
remained opposed to the principle of housing aid since
this would set an undesirable precedent; but suggested
that the UK, Germany and the Commission should examine
possible alternative means of bringing special Community

assistance to Northern Ireland.

6. At official talks on 25 November with representatives
of the UK and the Commission the Germans confirmed that
this was the position of the new Administration. It also
became clear that there was no prospect of starting any
programme of special assistance for Northern Ireland in
1982. But in the course of discussion it emerged that the
Germans might be able to accept a special regulation
enabling assistance to be paid on social infrastructure
projects not being funded from elsewhere (eg old people's
homes, recreation centres, adult training centres, schools
and hospitals). Whilst an approach on these lines would
not itself produce direct Community assistance to housing,

the Germans are aware, and appear to have accepted, that

CONFIDENTIAL




we will use any gain for Northern Ireland to free
resources which will themselves then be used to support
the housing programme. Although Mr Hurd during his visit
to Bonn on 30 November was not given definite confirmation

that the Germans could agree to this approach, the Embassy

in Bonn have been assured by German officials that

agreement will be forthcoming by 3 December.

7. The agreement of other Member States is by no means
certain. Whilst all Member States have asserted a wish to
give special aid to Northern Ireland some may be
displeased to see the emphasis of this aid to move away
from housing. Hence the importance of active German

support.

Foreign and Commonwealth Office

1 December 1982
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3/4 December 1980

EAST/WEST ECONOMIC RELATIONS

Brief by Foreign and Commonwealth Office

POINTS TO MAKE

1. We welcome lifting of pipeline sanctitons and accept Summary .
of Conclusions.. Intend to play active part in follow up work

in OECD, COCOM, and elsewhere, as foreseen in Schultz text.

This work is worthwhile in its own right, and to restore

transatlantic harmony in this difficult area.

2. Pleased with conclusions of Foreign Affairs Council last
week. Particularly glad that Community will participate in

studies (without commitment to their outcome). Welcome

Presidency/Commission paper on procedures. Useful to have

Community momentum on these matters: we must all act together.

Community dimension must be respected.

3. Still believe that some form of overall coordination of
studies necessary. Would give us chance to influence US
thinking by drawing them into broader, as well as specific

discussion. Will also ensure full Japanese involvement.

4. (If doubts about value of follow-up are raised).
Believe it valuable for West to undergo such an examination

of positions and to assess possibilities of a coherent

/approach
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approach in economic relations with East. But diverse
national interests exist and must be catered for. Most
important to avoid overt Western disagreements that would

only benefit Soviet Union.

BACKGROUND

References/Annexes

A: Summary of Conclusions
e Washington discussions of Summit Seven (plus Presidency
and Commission) were about a three-part package:
i text of Shultz paper now called Summary of
Conclusions;
public handling of the text - either publication
or an American summary of its contents on lines
agreed by Partners;
(iii) 1lifting of US o0il and gas measures.

France had always refused to see (iii) linked with (i) and (ii).

6. On 13 November President Reagan announced lifting of all
US measures, but summarised text in terms not agreed with
partners. French (the Elysée) at last moment could not agree
to release of text, and queried some language in it. After
the President's announcement, they criticised his description
of text, announcing France was 'not a party to the agreement'.

They now say they do not accept any agreement was reached in

Washington; see no need for a further 7 + 2 meeting to

organise follow-up work; and will participate only in studies
which had begun, or been contemplated before the Washington
talks. This leaves out controls on non-COCOM technology

(and possibly credit). Progress on these are key American

aims.
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7. We should avoid crossfire between USA and France. The
Americans themselves must right matters with French. Our
position is clear: we accept Summary of Conclusions, and
support publication of it. We regard studies in text as
intrinsically valuable, and will participate fully in them,

without commitment to their results. We consider that

NATO should maintain an Alliance overview, unless the French

(and/or Germans) veto this. If the Washington Seven-plus-two

do not coordinate, some other coordinating forum should be

found to bring in US, Canada and Japan.

8. At the Foreign Affairs Council on 22-23 November, it was
agreed that Community should participate in follow-up work

to Summary of Conclusions, and that Presidency/Commission
should prepare a paper on procedures for carrying out the
studies. The first draft of this was discussed by Ambassadors

on 1 December.

FOREIGN AND COMMONWEALTH OFFICE

30 November 1982
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&m\'GTON DISCUSSIONS ON EAST/WESY ECONOMIC RELATIONS (PIPELINE)

SUMMARY OF CONCLUSIONS

During conversations in ¥ashington between the Secretary of

State of the United States of Americe and representatives of

Canada, the Federal Republic of Germzny, France, Italy, Japan apd

the United Kingdom on the subject of East/West relations, in which
representatives of the EC participated, a certain number of
conclusions have been reached on behelf of the governments represented.
The summary of these follows. :

1. They recognise the necessity of conducting their relations w1th‘
the USSR and Eastern Europe on the basis of a global and comprehensive
policy designed to serve their commor fundamental security interests,
They are particularly conscious of tbe need that action in the ;
eéconomic field be consistent with that global and comprehensive policy
and thus be based on 2 common approach., They are rescolved together
to take the necessary Steps to remove differences and to ensure

that future decisions by their Governments on these isspes are taken
Oon the basis of an analysis of the East/VWest relationship as a

whole, with due regard for their respective interests and in a

spirit of mutual trust and confidence. g

2. The following criteria should govern the economic dealings Of_ -
lheir countries with the Soviet Union and Eastern European countries:-

= that they will not undertake trade arrangements, or take

steps, which contribute to the military or strategic advantage and
capabilities of the USSR,

- that it is not in their interest to subsidize the Soviet economy ;
trade should be conducted in =z prudent manner without preferential
Treatment,

- that it is not their purpose to engage 1in economic warfare '
against the Soviet Union. To be consistent with our broad security
interests, trade with the USSR must proceed, inter aliaz, on the
basis of a strict balance of advantages.

It is agreed to examine thoroughly in the appropriate bodies hoy

to apply these criteria, taking into account the varioug economic

and political problems involved, with the view to agreeing on a
common line of action in the spirit of paragraph one and the above
criteria. They will pay due attention in the course of this work

to the question of how best to tailor their economic relations with
Eastern European countries to the specific situation of each of them,
recognizing the different political and economic conditions that
prevail in each of these Eastern Luropean countries.

The overall analysis of economic relations with the USSR and the :
Lastern European countries will touch in particular on the following
areas:-

- Strategic goods and technology of military significance (COCON):
- other high technology items
- Ccredit policy:
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- energy.
= agricultural products.

In their analysis of other high techmlogy items, it is agreed to
€xamine immediately whether their security interests require controls,
to be implemented in an agreed and mpropriate manner, on the export
to the Soviet Union and Eastern Eurme of advanced technology and
equipment to be jointly determined. This immediate examination of
whether their Security interests require controls, to be implemented

in an agreed and appropriate manner, on the export to the Soviet Union
and Eastern Europe of advanced techmlogy and equipment will include
technology and equipment with direct applications to the oil and gas
sector.

In the field of €nergy, they will inftiate a study of their projected
€nergy requirements and dependence upon imports over the next

decade and beyond and possible means of meeting these requirements,
with particular attention being gives to the European energy
Situation. The study will be conducted under the auspices of the
OECD.,

3. As an immediate decision and following decisions already pade,
they have further agreed on the follswing:- :

(a) Building on the conclusions of the High Level Meeting, they

will work together within the framework of the Coordinating Committee
(COCOM) to protect their contemporary security interests: the list of
Strategic items will be evaluated amd, if necessary, adjusted. This
objective will be pursued at the COCOM Review now under way. .They
will take the necessary measures to strengthen the effectiveness and
responsiveness of COCOM and to enhance their national mechanisms as
necessary to enforce COCOM decisions.

(b) It was agreed at Versailles that the development of economic

and financial relations with the Soviet Union and Eastern Europe

would be subject to periodic €X-post review. The necessary procedures
for this purpose will be established without delay. Having in mind
the criteria in paragraph-two above, they will work urgently further
to harmonize €Xport credit policies.

(c) They have informed each other that during the course of the study
On €energy requirements, they will not sign, or approve the signing

by their companies of, new contracts with the Soviet Union for the
purchase of natural gas,

16 November 1982
Foreign and Commonwealth Office
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d ) easurs designed

in sectors in structural surplus,

4. With regard to Commission's
on 8 December, important to avoid
Lnst
wit ' Unit States which
ensive, would spill over into other
European/US relations and
be very damagit L6 r countries like New Zealand

and developin
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GATT Contracting Partie

Ministerial Sessicn on

6. The GATT Ministerial Meeting ended with twe
texts on agriculture, a short one in the general
declaration and a longer section specifically on trade
in agriculture (Ref
decided tc set up a committee on tra

study all aspects of international
agriculture with a view to achieving greater

liberalisation of ' bringing agriculture

more fully into the multi-lateral trading system. The

Community entered a reservation that this
a subsequent GATT negotiation on agriculture
reasonable position on the grounds that the agriculture

study should not be

1

launched by the
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visits to oths
that the Communitv should do its

level of confrontation with the US. Althot

USTR Brock is trying to make the best of what was

achieved at Geneva ("Regarding agriculture, we move
forward on a new constructive basis. The direction is
clear, but the distance is not as far as we would have
liked" : press conference on 29 November), the
pressures in the Administr:

(and possibly now irresistit direction

agricultural t war witt e Community.

the Americans would r ] y subsidising

undercut the

any
trictions on

new Les

29 soya, maize gluten
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GATT MINISTERIAL DECLARATION: 29 NOVEMBER 1982
TEXTS ON AGRICULTURE

'7. In drawing up the work programme and priorities for the
1980s, the contracting parties undertake, individually and
jointly:

(v) to bring agriculture more fully into the multilateral
trading system by improving the effectiveness of GATT
rules, provisions and disciplines and through their
common interpretation; to seek to improve terms of
access to markets; and to bring export competition
under greater discipline. To this end a major two-year
programme shall be undertaken.

TRADE IN AGRICULTURE

A. With the purpose of accelerating the achievement of the
objectives of the General Agreement, including Part IV, and
recognizing that there is an urgent need to find lasting
solutions to the problems of trade in agricultural products,
the CONTRACTING PARTIES decide:

1. That the following matters be examined, in the light of the

objectives, principles and relevant provisions of the General

Agreement and also taking into account the effects of national

agricultural policies, with the purpose of making appropriate

recommendations. The examination shall cover all measures

affecting trade, market access and competition and supply in

agricultural products, including subsidies and other forms of

assistance.

(i) Trade measures affecting market access and supplies,
witnh a view to achieving greater liberalization in the
trade of agricultural products, with respect to tariffs
and non-tariff measures, on a basis of overall reciprocity

and mutual advantage under the General Agreement.
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The operation of the General Agreement as regards
subsidies affecting agriculture, especially export
subsidies, with a view to examining its effectiveness,
in the light of actual experience, in promoting the
objectives of the General Agreement and avoiding
subsidization seriously prejudicial to the trade or
interests of contracting parties. Other forms of

export assistance will be included in this examination.

(iii) Trade measures affecting agriculture maintained under
exceptions or derogations without prejudice to the

rights of contracting parties under the General Agreement.

2. That in carrying out the tasks enumerated above, full accoun't .
shall be taken of the need for a balance of rights and obligations

under the GATT, and of the special needs of developing countries

in the light of the GATT provisions providing for differential and

more favourable treatment for such contracting parties. Full

account shall also be taken of specific characteristics and problems

in agriculture, of the scope for improving the operation of GATT

rules, provisions and disciplines and agreed interpretations of its

provisions.

3. That for the purpose of carrying out this work, an improved and
unified system of notifications shall be introduced so as to ensure

full transparency.

4. That a Committee on Trade in Agriculture shall be established, .

open to all contracting parties, for the purpose of carrying out

the tasks enumerated above and of making recommendations with a

view to achieving greater liberalization in the trade of agricultural
products. The Committee will report periodically on the results
achieved and make appropriate recommendations to the Council and

the CONTRACTING PARTIES for consideration not later than their

1984 Session.
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2 December 1982

EUROPEAN COUNCIL, COPENHAGEN

3/4 DECEMBER 1982

FRENCH TECHNOLOGY INITIATIVE

Brief by the Foreign and Commonwealth Office

OBJECTIVES

1. To demonstrate sympathetic interest in the outcome of the

Working Group.

2. To indicate approval in principle to giving the follow up

a European dimension.

3. To avoid commitment to any proposals before seeing the

report, so that we have an opportunity to think carefully

about which projects should have a European dimension.
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POINTS TO MAKE
4. Welcome Mitterand's action in reporting the progress of
the Versailles Working Group discussion so that all EC
countries can be kept informed. Express keen anticipation of
reading report after discussions at Versailles Working Group
have concluded.

B
5. Welcome further suggestions of European collaboration by
enterprises in Member States in science and technology as a
means of strengthening Europe's industrial base in the private
and public sectors. Agree that projects mentioned by EC are

interesting examples of potential areas for collaboration.

BACKGROUND

6. The Versailles Working Group is meeting under the French .

Presidency of the Economic Summit. The Secretariat has

produced a draft report which the UK has helped to mould

through the American member of the Secretariat. The draft is
to be discussed at the Versailles Working Group meeting on
2/3 December. The amended draft will then be circulated for
comment in Whitehall and subsequently submitted to the Prime
Minister for approval of the line to take at the projected
final drafting meeting of Versailles Working Group on

21/22 December (this may slip into January). The main
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drafting discussion has been between the private sector

oriented countries UK/US/Germany and the state oriented

countries France/Italy. Canada is on the sidelines and Japan

==y

ambivalent. The current draft strongly supports the

ﬁ
historical link between advances in technology and economic

—

activity. Although the UK has differed from France on poinEs

_————’ .
of substance, we have adopted a generally helpful line to the

chair which we know has been appreciated.

7. Annexed to the report will be proposals for about twenty
projects where the Economic Summit countries will be':T?EE?’
endorsing existing international collaborative activity or
proposing new activity. The UK has led in four projects:
advanced materials and standards, renewable energy sources,
food technology and public acceptance of new technology. We
have co-led with France in biotechnology. All five projects
are likely to be in the final list in the Community. The UK
has been a leading supporter of ESPRIT, the collaborative
activity in it which involves twelve major private sector

companies in Europe.

8. If all 10 EC countries sought to be involved in every

project the mechanics of collaboration would be difficult to
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manage. This is not a point which needs to be made at the
European Council table. But the UK will want to ensure that
participation in collaborative projects is handled in a

reasonable and sensible way.

Foreign and Commonwealth Office

2 December 1982
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