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10 DOWNING STREET

THE PRIME MINISTER
24 December 1984

/ c&.ﬂ /P«Av{w{

Thank you for your letter of 30 November expressing the
views of the European Parliament on the issues before the

Dublin European Council.

This was a productive European Council. The good
atmosphere demonstrated how important it was that the
Community was able at Fontainebleau to put behind it the long
dispute over the budget which had prevented proper attention
being paid to the vital questions of the future of the
Community. You will have seen a copy of the Conclusions.

The decisions which were taken were in accordance with many
of the points in the Parliament's "Programme for Economic
Recovery" to which you drew my attention. I was particularly
pleased that the European Council agreed on the need to take
steps to complete the internal market. I am sure that the
Community must give this top priority, and am glad that you
drew’attention to this in your recent meeting with the

Council of Ministers.

I share your hope that the enlargement of the Community
to include Spain and Portugal will be accomplished without
delay.. The Council's agreement on wine and fish provides the
basis for the negotiations to go ahead with the aim of
including them in time for accession on 1 January 1986 as

planned. I hope that the Greek reserve connected with

N\




noiLdad matters up;

meanwhile.

Like you, I welcome the new Lomé Convention which will
consolidate the Community's links with the ACP coutnries. I
was glad that the European Council reached agreement at
Dublin that the Community and Member States should provide
1.2 million tones of grain to deal with famine in Africa

between now and the next harvest.

As you know, agreement was reached at Dublin on the
implementation of the conclusions of the European Council on
budgetary discipline. I was encouraged to see from your
letter that the Parliament is in favour of better control of
expenditure. As you know, the Council has invited the
European Parliament to examine with it ways in which the
cooperation necessary for a budgetary discipline common to

all three institutions may be brought about.

Finally, I turn to the question of the work of the Ad
Hoc Committee on Institutional Affairs (Dooge Committe). As
you know, the report before the European Council was an
interim report. The European Council has asked the Committee
to continue its work with a view to securing the maximum
degree of agreement in the final report to be submitted to
the March European Council. There will then be a thorough

discussion at the European Council in June.

Malcolm Rifkind, who is my representative on the Dooge
Committee, has been playing an active part in its work. The
interim report includes a large number of practical proposals
which the United Kingdom has put forward for the development
of the Community or the improved functioning of its
institutions. The Committee endorsed our views on the need
fpr completion of the internal market for goods and services,
and on changeé to give a more strategic role to the European
Council.




11l

decision-making

I send you wishes for the coming year.

Monsieur Pflimlin




Foreign and Commonwealth Office

London SWIA 2AH

21 December 1984
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Letter to the Prime Minister from the President of the
European Parliament

As requested in your letter of 5 Qéﬁember, I enclose
a draft reply for the Prime Minister to send to M. Pflimlin,
President of the European Parliament.

I am copying this letter and enclosure to David Peretz
(HM Treasury) and David Williamson (Cabinet Office).

TS sty
Cstin B3

(C R Budd)
Private Secretary

C D Powell Esq
10 Downing Street
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Thank you for your letter of 30 November expressing

the views of the European Parliament on the issues before
|

the Dublin European Council.X

II

[
This was a productive Huropean Council. The good
b tmosphere demonstrated howfimportant it was that the
Community was able at Fontafinebleau to put behind it the
long dispute over the budgdt which had prevented proper
Attention being paid to thé vital questions of the future
bf the Community. You wil/l have seen a copy of the

Conclusions. The decisioés which were taken were in

pcordance with many of the points in the Parliament's
"Programme for Economic Récovery“ to which you drew my
Attention. I was particularly pleased that the European

Council agreed on the need to take steps to complete the

Enclosures—flag(s)..........ccc....

internal market. I am sure that the Community must give
this top priority, and am glad that you drew attention to
this in your recent meeting with the Council of

Ministers.




I share your hope that the enlargement of the
Community to include Spain and Portugal will be
accomplished without delay. The Council's agreement on
wine and fish provides the basis for the negotiations to
go ahead with the aim of including them in time for
accession on 1 January 1986 as planned. I hope that the
Greek reserve connected with inﬁegrated programmes for

the Mediterranean regions will fot hold matters up; and

the negotiations are proceeding meanwhile.

Like you, I welcome the néw Lomé Convention which
will consolidate the Community's links with the ACP
countries. I was glad that tbe European Council reached
agreement at Dublin that the |Community and Member States

should provide 1.2 million tbnnes of grain to deal with

famine in Africa between nowWw and the next harvest.

As you know, agreement/ was reached at Dublin on the
implementation of the concllusions of the European Council
on budgetary discipline. I was encouraged to see from
your letter that the Parliament is in favour of better
control of expenditure. As you know, the Council has
invited the European Parliament to examine with it ways
in which the co-operation necessary for a budgetary
discipline common to all three institutions may be

brought about.

Finally, I turn to the question of the work of the
Ad Hoc Committee on Insstitutional Affairs (Dooge

Committee). As you know, the report before the European




Council was an interim report. The European Council has
asked the Committee to continue its work with a view to
securing the maximum degree of agreement in the final
report to be submitted to the March European Council.
There will then be a thorough disgcussion at the EBuropean

Council in June.

Malcolm Rifkind, who is my representative on the

Dooge Committee, has been playing an active part in its

g
\._J'(\V:

detiiberatiens. The interim report includes a large
number of practical proposals which the United Kingdom
has put forward for the development of the Community or
the improved functioning of its institutions The
Committee endorsed our views oﬁ the need for completion

of the internal market for gooas and services, and on

changes to give a more stratedic role to the European

Council.
|
During the next stage we|want to see realistic
proposals put forward on the future development of
political cooperation; the implementation of the Treaty
provisions in relation to the common market; and the

improvement of decision-making procedures.

M3y I send you my yvery best wishes for the

coming year.
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10 DOWNING STREET

From the Private Secretary 5 December, 1984

I enclose a copy of a letter to the Prime Minister
from the President of the European Parliament about the
Dublin European Council. The letter was not actually
received here until after the Council had taken place.

I should be grateful for a draft reply reflecting the
results of the Council.

I am copying this letter and enclosure to David Peretz
(H.M. Treasury) and to David Williamson (Cabinet Office).

C. D. POWELL

Colin Budd, Esaq.,
Foreign and Commonwealth Office




EUROPEAN COUNCIL, 3-4 DECEMBER: PARLIAMENTARY STATEMENT BY
THE PRIME MINISTER

WITH PERMISSION, MR. SPEAKER, I SHOULD LIKE TO MAKE

~AU A
A STATEMENT ON THE RESULTS OF THE EUROPEAN Coumczﬂfoﬁr

3/4 DECEMBER. | WAS ACCOMPANIED AT THIS MEETING BY MY
RIGHT HONOURABLE AND LEARNED FRIEND, THE SECRETARY OF STATE

FOR FOREIGN AND COMMONWEALTH AFFAIRS. f

THE COUNCIL COVERED FOUR MAIN SUBJECTS. FIRST, WE
.9,-\./Lv'~L/
EXAMINED THE ECONOMIC SITUATION IN THE COMMUNITY. THE

;7uwvru,u9

COMMISSION HAD SUBMITTED Ay EXCELLENT REPORT. F==prr
PHACING A COPY OF THIS REPORTANDOF —THE—CONCEHUSTONS OF THE—
EUROPEAN—LCOUNCI—IN—THELIBRARYOF —THEHOUSE: IN

PARTICULAR, WE DISCUSSED THE CREATION OF MORE JOBS
(1 2o

BY OPENING UP THE INTERNAL COMMUNITY MARKET FOR ALL GOODS,

SERVICES AND PROFESSIONS AND THROUGH ADVANCED INDUSTRIAL

e




TECHNOLOGIES. THIS HAS TO BE ACHIEVED IN THE CONTEXT OF -
AND I QUOTE - "MODERATION IN THE EVOLUTION OF REAL WAGES"
AND "A PAUSE IN THE GROWTH OF CURRENT PUBLIC EXPENDITURE AND
A DECLINE FOR SEVERAL YEARS IN ITS SHARE OF GDP". THE
COUNCIL AGREED TO SET UP A REVIEW OF MANPOWER POLICY WITH
THE AIM OF DIRECTING TRAINING TO SECTORS WHERE LABOUR WILL
BE NEEDED, OF ENCOURAGING JOB MOBILITY AND OF FOSTERING

ENTERPRISE, ESPECIALLY AMONG YOUNG PEOPLE.

SECONDLY, THE EUROPEAN COUNCIL REACHED AGREEMENT ON THE
COMMUNITY'S POSITION IN THE ENLARGEMENT NEGOTIATIONS WITH
SPAIN AND PORTUGAL. Two MAJOR ISSUES HAD BEEN OUTSTANDING:
WINE AND FISHERIES. BOTH WERE SATISFACTORILY SETTLED.
UNFORTUNATELY, GREECE RESERVED HER POSITION ON ENLARGEMENT,
LINKING IT WITH A BID FOR MORE MONEY FOR MEDITERRANEAN

PROGRAMMES . HOWEVER, THE ENLARGEMENT NEGOTIATIONS lidabbt

SPATN—AND—RGRFUSAL WILL NOW GO AHEAD ON—FHE—BUFSTANDING-

ISSHES AND, WE HOPE, BE BROUGHT TO AN EARLY CONCLUSION, WITH

=, .




A VIEW TO FH#*R ACCESSION ON 1 JANUARY 1986.  THE OUTCOME
WILL HAVE TO BE -BRBUSHI. BACK TO THE COUNCIL OF MINISTERS,

ESPECIALLY IN VIEW OF GREECE'S POSITION.

THIRDLY, WE GAVE PARTICULAR ATTENTION TO FURTHER

MEASURES TO RELIEVE FAMINE IN AFRICAN COUNTRIES,

PARTICULARLY IN ETHIOPIA. WE AGREED THAT THE COMMUNITY AND

ITS MEMBER STATES SHOULD PROVIDE 1.2 MILLION TONNES OF GRAIN

IN 1985. THIS IS A REALLY MAJOR EFFORT WHICH

THE UNITED KINGDOM STRONGLY SUPPORTS. WE APPEALED TO OTHER

DONOR COUNTRIES TO MATCH THIS EFFORT.

FOURTHLY, WE HAD A PRELIMINARY EXCHANGE ON REPORTS FROM

TWO GROUPS ESTABLISHED AFTER THE FONTAINEBLEAU MEETING.

THESE GROUPS ARE DEALING WITH COMMUNITY INSTITUTIONS AND

WITH PRACTICAL MEASURES SUCH AS EASIER MOVEMENT OF GOODS AND

FRONTIER FORMALITIES. THE FINAL REPORTS WILL BE




SUBSTANTIVELY DISCUSSED AT THE EUROPEAN COUNCIL IN THE FIRST

HALF OF NEXT YEAR.

THE EUROPEAN COUNCIL ALSO URGED THE ENVIRONMENT
MINISTERS TO REACH AGREEMENT AT THEIR MEETING TOMORROW ON
GUIDELINES FOR THE REDUCTION OF LEAD IN PETROL - A

BRITISH INITIATIVE WITHIN THE COMMUNITY - AND ON VEHICLE

EMISSIONS.

WITHIN THE CONTEXT OF POLITICAL CO-OPERATION THE

COUNCIL ENDORSED THE &&&=@f PRINCIPLES FOR DEALING WITH

TERRORISM AND THE ABUSE OF DIPLOMATIC IMMUNITY, WHICH WRS“LA’L,

CahA
ADOPTED IN SEPTEMBER AND f; NOW BEING PUT INTO PRACTICE. WE

Ao
DISCUSSED EAST-WEST RELATIONS ﬁND(THE MIDDLE EAST AND
STRESSED THE IMPORTANCE OF REACHING SATISFACTORY ARMS

CONTROL AGREEMENTS. IN THE DISCUSSION ON CENTRAL AMERICA WE

REAFFIRMED OUR SUPPORT FOR THE CONTADORA PROCESS.




FINALLY, THE FOREIGN AFFAIRS COUNCIL ADOPTED THE TEXT

ON BUDGETARY DISCIPLINE, INCLUDING THE STRICT FINANCIAL

GUIDELINE FOR AGRICULTURAL EXPENDITURE. IT IS THE RESULT OF

CONSIDERABLE EFFORTS OVER A PERIOD OF YEARS BY BRITAIN TO

ENSURE THE BETTER CONTROL OF COMMUNITY EXPENDITURE AND A

BETTER BALANCE IN THE COMMUNITY BUDGET.
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EUROPEAN COUNCIL, 3-4 DECEMBER: DRAFT PARLIAMENTARY
STATEMENT BY THE PRIME MINISTER

With permission, Mr., Speaker, I should like to make
a statement on the results of the European Council of
3/4 December. I was accompanied at this meeting by my
right honourable and learned Friend, the Secretary of State

for Foreign and Commonwealth Affairs.

The Council covered‘fggz_main subjects. First, we
examined the economic situation in the Community. The
Commission had submitted an excellent economic report,

a copy of which I am placing in the Library of the House.

) In particular, we discussed the creation of more jobs by
redueingtaxation—tao promote enterprise and by opening up
the internal Community market for all goods, services and
professions. With-the-same—objective, the Council agreed to
set up a review of manpower policy with the aimfof directing
training towards sectors where labour will be needed,
encouraging job mobility and fostering enterprise,

especially among the young.

Secondly, the European Council reached agreement on the
Community's position in the enlargement negotiations with
Spain and Portugal. Two major issues were outstanding: wine
and fisheries. Both were satisfactorily settled.
Unfortunately, Greece maintained a general reserve on
enlargement linked with a claim for more money for
integrated Mediterranean programmes. This issue will have
to be resolved. However, the enlargement negotiations will
now go ahead on the outstanding issues and, we hope, be
brought to an early conclusion, with a view to the accession

of Spain and Portugal on 1 January 1986.




measures to relieve famine, particularly in Ethiopia. We

Thirdly, we gave particular attention to further

agreed that the Community and its member states should
provide 1.2 million tonnes of grain for Ethiopia in 1985.

This is a really major effort which we support.

Fourthly, we discussed the interim reports of two
groups established after the Fontainebleau meeting: the
Dooge Committee on Community institutions and the Committee
on a People's Europe. These Committees will carry on their
work and report in March. The Dooge Committee's final
report will be substantively discussed at the European

Council in June next year.

The European Council also urged the Environment

Ministers to reach agreement this week on guidelines for a
Community policy on the reduction of lead in petrol - a
British initiative within the Community - and on vehicle
emissions. The European Council will have a fuller

discussion on environmental issues at its March meeting.

Within the context of political co-operation the
Council endorsed the set of principles for dealing with
terrorism and the abuse of diplomatic immunity, which was
adopted in September and is now being put into practice. We
discussed East-West relations and the Middle East and
stressed the importance of reaching satisfactory arms
control agreements. 1In the discussion on Central America we

reaffirmed our support for the Contadora process.

I am arranging for the conclusions of the European

Council to be placed in the Library of the House.

Finally, the Foreign Affairs Council formally adopted
without change the text on budgetary discipline. We are
fully satisfied with this text which includes the strict

financial guideline for agricultural expenditure. It is the




result of considerable efforts over a period of years to

ensure the better control of Community expenditure and a

better balance in the Community budget.




CONCLUSIONS OF

THEE EUROPEAN COUNCIL

DUBLIN: 3/4 DECEMBER 1984




EUROPEAN COUNCIL CONCLUSIONS: DUBLIN: 3/4 DECEMBER

Economic and Social Situation

The European Council welcomed the priority given to the problem of
'unemployment in the Commission's recently published Annual
Economic Report. 1It, therefore, supports the balanced guidelines
in the report, which embodies a consistent economic policy
framework for improving supply and demand conditions; and it
considers that these guidelines should be speedily implemented.

In particular it agreed that the Council, in its appropriate

formations:

- should initiate a review of manpower policy to reorientate
training towards sectors where labour will be needed, take
steps to encourage job mobility and foster enterprise,

especially amongst the young;

- should take steps to complete the internal market,

including implementation of European standards;

- should pursue and accelerate its consideration of measures
to achieve a greater role for the ecu and develop and
strengthen the European monetary system, -On the basis of the

relevant Commission communications; i
J

- should implement without delay the firm political

commitments agreed by the European Council at its meetings of

Brussels and Fontainebleau in the field of transport policy;

- should adopt further measures to strengthen the
technological base of the Community and restore
competitiveness; to this end, - the Commission is asked to
submit an appropriate draft action programme to the next

European Council;




The European Council agreed that the Community and the Member
States should take measures, including concertation of economic
policies, designed, in the words of the preamble to the Rome
Treaty to reduce the differences existing between the various
regions and the backwardness of the less favoured regions.

In regard to any possible faltering of the EBuropean and world
recovery of output and employment, the European Council also asked
the ECOFIN and the Commission to keep external developments under
continuous review. It reguested them to report back to its
meeting in March on what measures might be appropriate for the
Community or may already have been initiated to assure the
objective of a progressive increase in the actual and potential

growth for the Community to the benefit of unemployment.

Environment

The European Council asked Environment Ministers at their Council
meeting on 6 December to make every effort to reach agreement on
the guidelines for a Community policy on the reduction of lead in

petrol and vehicle emissions.

The Council agreed to have a substantive discussion on

environmental issues at their next meeting in March 1985.

-~ -

Ad Hoc Committee on Institutional Affairs

‘The European Council has taken note of the interim report by the
Ad Hoc Committee on Institutional Affairs. It recognised its
great guality and the need for the Committee to continue its work
with a view to securing the maximum degree of agreement. The

Council agreed that the interim report should be published.

The European Council, for its next meeting in March 1985, has
asked the Committee to complete its work and submit a report
which, after preliminary consideration at that meeting, will be

the main subject of the European Council in June, 1985.




Ad Hoc Committee on a People's Europe

The European Council noted with interest the interim report of
this committee and reguested the Committee to make a further
report to the European Council next March.

Council Report on European Union

The European Council approved the annual report on European Union.
This report will be forwarded to the European Parliament as

provided for in the Solemn Declaration on European Union.

Famine in Africa

In the face of the serious difficulties currently being
experienced by many countries of Africa, especially those, like
Ethiopia or the-Sahel countries, which are suffering the effects
of an unprecedented drought and the ravages of malnutrition and
famine, the European Council stresses the urgency of taking

concerted international action.

The European Council believes that the total to be provided by the
Community and its Member States between now and the next harvest
should be 1.2 million tonnes.

The Commission, af?ezﬁéégéﬁftékzéglﬁizh'MembermStaiéé to establish
the amount of grain that will be provided by Member States, will
make a proposal to the Council with respect to any additional
Community effort that may be needed to attain the figure of 1.2
million tonnes and the European Council invites the Council of
Ministers to take any necesary decisions on the basis of such a
Commission proposal in order to secure the achievement of the 1.2
million total. The European Council appeals to other donor
countries to match this effort by the Community and its Member
States in order that the total need of these states, currently

estimated at 2 million tonnes, will be met.




It stresses the need for urgent action to avoid threatened

shortfall in the months immediately ahead.

It notes the need for improved co-ordination between the
Community, its Member States, other donors, and non-Governmental
,organisations, in order to increase the efficiency and pace of
implementation of emergency aid measures and invites the

Commission to initiate action in this regard.

The European Council acknowledges the need to undertake urgent
action to speed up and support the recovery and rehabilitation
process in African countries and to provide the Community's active
support for their efforts to achievé self-sufficiency and security
in food: also in implementing long-term operations to combat

drought and desertification.

The European Council emphasises the will of the Ten, in all
international negotiations to support initiatives to strengthen
solidarity between the industrialised countries and the countries

of the Third world and thus to foster development.

It welcomes the declaration on the critical economic situation in

africa just adopted by the UN General Assembly.

It notes with satisfaction the successful conglusion of the
negotiaiiéﬁsqur-1hewfggéﬁga'bf the Lomé Convention which links
the European Community, its Member States, and the African,
Caribbean and Pacific states. The fact that the progress achieved
so far has been consolidated bears witness to the strength and

vitality of this co-operation.




PRIME NISTER

///

PRESS CONFERENCE

I have been forced to revise the arrangements for your press
conference because it has become clear that the UK press room
is wholly inadequate for the occasion.

C Siel)

The problem is that the hoards&of photographers who have
been assigned to get a picture of you today. When I arrived
immediately after lunch I found that they had already taken up
positions pre-empting at least half the seats available for

writing journalists.

As a consequence I would like you to do the following:

(i) After a short briefing in your room, to give radio
and TV interviews in advance of your press

conference;

To give your press conference in the main press
conference hall after Dr. FitzGerald and President
Mitterrand. This may involve your waiting a little
for President Mitterrand to finish but it should not
be a long wait because the radio and television

interviews will take up at least half an hour.

BERNARD INGHAM

4 December 1984
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The European Council welcomed the priority given to the problem
of unemployment in the Commission's recently published Annual
Economig_keport. It, therefore, supports the balanced
guidelines in the Report, which embodies a consistent economic
policy framework for improving supply and demand conditions;
and it considers th;; these guidelines should be Speedily

implemented. In particular it agreed that the Council, in

its appropriate formation:

= should initiate a review of manpowér policy to reorientate

training towards sectors where labour will be needed,
e pegpiede LS

take steps to encourage job mobility and foster

enterprise, especially amongst the young;

should take steps to complete the Internal Market, 1nc1ud1ng
HJ—“
zmplementatlon of EurOpean standards ; PaaAra o ‘ﬂéézfvﬁzu

(4/ {/;_4/{._—— o L\J -:7'/( 4(14/\44:,,,‘_‘,9_)

should accelerate its consideration of meaguyes to achiave
a greater role for the ECU and develop and complete the
European Monetary System, on the basis of the yelevant

Commission Communications ;




.- should implement without delay the firm political commitments

agreed by the European Council at its meetingss of Brussels and

Fontainebleau in the field of transport policy ;

smuld‘adcptﬁrﬂaermtostrenqttmttmtedmologicalbase
of the Commumity and restore competitiveness.

mregudtoamrpossiblefaltem;gofﬁnmzopeanarﬂmrmwof
output and employment,the Eurcpean Council also asked the BOO/FIN and: the
Commission to keep external dewvelopments under continuous review. It requested
them to repart back to its meeting in March on what measures might be
appropriate for the Community or may already have been initizted
toassm‘ethe‘objectiveofaprOgressiveincreaseintheactualmﬂ

potential growth rate for the Commmity to the benefit of employment.,




The European Council reiterated its firm political
commitment to the accession of‘Spain and Portugal to

the Community on ] January, 1986.

Recognising the need for the reform of the opmmon
organisatfon of the wine Tarket, the European Couniil

agreed on the measures outlined in the Annex to the
Conclusions, It asked the Council formally to agree

this text on the basis of which the Agriculture

Ministers in Council should adopt the pecessary implementing

Regulations at the earliest possible date.

F ity pmmi Lon oo le endorted
—

. SN/3430/84




Environment

The European Council asked Environment Ministers at their Council

Meeting on 6 December to make every effort to reach agreement

on the guidelines for a Community Policy on the reduction

/
of lead in petrol/and vehicle emissions.

|
A

The Council agreed to have a substantive discussion on environmental

issues at their next meeting in March 1985.

SN/ 3428/84




Ad Hoc Committee on Institutional Affairs

e

The European Council has taken note of the interim report by the
Ad Hoc Committee on Institutional Affairs, and welcomes the thrust
of this, while noting that there are some reservations and

disagreement.

The European Council, for its next meeting in March 1985, has asked

the Committee to complete its work and submit a report whibh, after
preliminary consideration at that meeting, will be the main subject

of the European Council in June, 1985.

SN/ 3463/84




Ad Hoc Committee on a People's Europe

The European Council noted the interim report of this

Committee and requested the Committee $o paka a fupthgp

report to the European Council next Mgprch.

SN/3464/84




Draft Council Report on European Union

The European Council approved the annual Report on European
Union. This Report will be forwarded to the European
Parliament as provided for in the Solemn Declaration on

European Union.

SN/ 3429/84




Presidency Compromise on Table Wine

The Council of Ministars, neting the European Council's

cenclusion at Fontaineblesy thak reform of the coamman markst
organisation for wine is ocne of the conditions necessary for

successful enlargement of tne Community, Hnl 8xamined the
Commission's report (8840/84) on the situation {n the wine
mar<et and its essociated proposals (9182/84 gnd 9469/84) .
A3 & result fo that examinatign the Council has taken the
fallswing declisions:

The reduction of wine procducing potential is an

essential elamant 5f the reform aof the wine market
organisation.

The Council nas noted t=e Commission proposals an
this ang signifies i:s ggreement "3 the principle of
neasures ta encourige grubding-up ard ta limie
teplanting rights,

The Agriculture Council 1s jiven

-8king the decisions which arce necessary, before the

next meeting of the European Council,

the task of

taking the. particular
conditiong of each region into account.

In a fyrther affar: ts inprave the scrucluce of the

wine sectar, only (avestments £ impraove wine quality
without lncreasing quantity will be financsd under

Regulation 335/77 while's requlation to i{mprove the

structure of Greek vineyards and the Gresk wine indystry

#1ll be adopted Sy 31 January 1988 ¢
23,000 hectares.

Cr an gsrea agf
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Other messures are nNecessary to ensure, ag of now, the

palance of the wine macxet, in pacticulsar a atrongthening
{

3

r tne compulscry distillatian machinezy as provided for

ticle 81 of the basic regulation, alang the fallowing

sarigus market impalance exists, campulsary
tillation will Be triggered by the Commission uncart
the Management Committae procedyre; 8 sorious macketl

imbalance is daemecd O axist whan

3 ks as defined in article 41 § L, first

of Requlation 337/79 exceed four months'
g ki,

|
voa

tkr1lisaticon

cemain below 82% of

spresentative pecioc

year, ne data 1n
& ahpcw that prcductian 13

1li1sations by more than

Etw Ehe caganhitles
ce sent for comculseory <:i9
e production sucplys 9and, 17 Ethis way,
s normal merkes situat:c~ in particules

stock levels and prices,

‘1) Normal utilisatian = consumption « net balance of
foreign tracde.

SN 3293/10/84




Where the compulsory distillation is triggered
the Commission will make rnown, before X December,
the compulsory distillation obliggtions of eacnh
reyion, grouped by member State.

s

While the responsibility for ensuring the

implementation of the comnulsory distillation thus

rests with the dleiber States (1), the volure to ce

distilled "compulsorily will be divided

armong tne reyions of the Community in propcrtion
. -

to the prodiction volumes exceediny a specified

level for each vne of them, equal to a uniform
percentage (2) of their average harvest over the
threg wine years 1981/83, 1982/83 and 1983/84. This
average base period may be modified by the Commission
after the 89/90 marketing year to take account of

the evolution in production and in particular the

results of the grubbing-up policy *

within each reyion, amwonj; nroducers, on tro vasis of
vield per hectare on 1 scale fixed o7 the Conmission
under the Janagement Lonamitrtee B ST 0 ot T

may vary Oy region account beins taken of yields
obtained in the past. The producers may suvtract

duantities sent for preventive distillatiun from their
oblijations under the compulsorv distillation. For 1945
4o the rules will ke adapted to provide for the
administrative arrangements to be applied to Greece for_that

vear.
i /

1) Statement for the Council minutes: The Council takes note of the Curmission statement un
“hich, where the Comrmunity prcvisions on compulsory distillaticn as they result from the
iistillation obligation of each regicn are not Observed, the usual sanctions will be applied,
articularly as regards the settling of accounts.

'2) This uniform percentage valid for all regions of the ,Lommunity will be

determined by the Commission in the liaht of the quantity decided on (sae_paragrﬂph (b)

above) to eliminate the production surplus for the year in question; for the period up to
' : 1989/90d, it shall be set at 85 %.

SN 3293/10/84




afs
d) For the 1985/36, 1986/37 and 1987/83 wine marketing
" years the price of compulsory distillation will be 50%
of the guide price for the first 10smillion hl of such

-,

distillation and 40% for Juantities in excess of that.

shall review the prices for the 198d/389 and

wineamarketing wvears in the lijght of tne

in reducing tne ixbalance insthe tacle wine sector
k.

Teasures wi in princinie countinue
1929,/90 marketing year. The
repocrt from the Commission
affact of the structural
‘here gybrbpriate vronosals on
wine market, shall decide
whether they can o ® replaced by otner

measures that will ICAnLae . nce in the wine markek.

SEon Y undertaka A thoroush
sinj councentrated must and sugar
end of 1990. The Council w

e taken in tne area of

SN 3293/10/86




Alternative 1 (Presidency text)

1‘)&?,’&5, tne
Jiskillations
11l e related t-

the type OL table wi nas the lowest

level (white wine of the Al type) ../

i

——
-

Alternative 2 (Commission text)

— — — —_

The buying-in prices for wine type A II and A III for the
different types of distillation will, over the coming three
years, grad;ally be b?ELghtmiﬁto a price ratio compared
with white wire of type A I which will not exceed 1,5 to

"7 2iE

o

Alternative 3 (German text)

-

/" The degree of alcohol obtained by the use of sucrose or reduced-

————

price concentrated grape-must will be deducted on a flat rate
basis when the bzying-in price for distillation is calculated.".

—

Furthermore from 1990 the quantity of table wine to be distilled

—

in the Federal-Republic of Germany shall not exceed 1.2 million
e
hectolitres. 7 ¥

——————,

5. No changes are made in the present arrangements ;
in regerd to quality wines PSR.

The Council undertakes to apply @ ;;-trictivl price
policy in theswine sectog s prdposed by the Commigsion,
Just as long as the compyulsory distillaticns show the
existence of surpluses not marketable in normsl

conditions. .

SN 3293/10/84




Economic and Social Situation

The European Council welcomed the priority given to the problem
of unemployment in the Commission's recently published Annual
Economic'Report. It, therefore, supports the balanced
guidelines in the Report, which embodies a consistent economic
policy framework for improving supply and demand conditions;
and it considers th;; these guidelines should be speedily
implemented. In particular it agreed” that the Council, in

its appropriate formation:

= should initiate a review of manpower policy to reorientate
training towards sectors where labour will be needed,
take steps to encourage job mobility and foster

enterprise, especially amongst the young;
)__.
should take steps to complete the Internal Market, including

implementation of European standards ;

L Ut
|

shouldtaccalerate its consideratiaon of meaguyes to achieve
< g U=

a greater role for the ECU and develop and te-the

European Monetary System, on the basis of the yelevant

Commission Communications ;

C/U,(U /\W(: Q;@:

o

/]/ gﬁj;ﬂ*{kfh*bq' ' O ;n{(ﬁgf (cfxﬂ»61. roel—

/_,_,——————‘"'—__'—h__—'_“"-—-——-.




should implement without delay the firm political commitments

agreed by the European Council at its meetingss of Brussels and

Fontainebleau in the field of transport policy ;

should adopt further measures to strengthen the technological base
oftheo:nmmitya:ﬂrestcrec:upetitivmess

- Loind wué.m

Inregardtoanyposs;blefalterugofthemnopeanarﬂmrldrmeryof

output and employment,the European Council also asked the BOO/FIN and the

Cammission to keep external developments under continuous review, It requested

them to repart back to its meeting in March on what measures might be

appropriate for the Commumity or may already have be;n initizsted

to assure the objective of a progressive increase in the actual and

potential growth rate for the Commmity to the benefit of employment,




ENLA RGEMENT

The European Council reiterated its firm political
commitment to the accession of'Spain and Portugal to

the Community on ] January, 1986.

Recognising the need for the:reform of the cpmmon
organisation of the wine Tarkét, the European Counfil

agreed on Ehe measures outlined in the Annex to the
Conclusions. It asked the Council formally to agree

this text on the basis of which the Agriculture

Ministers in Council should adopt the necessary implementing

Regulations at the earliest possible date.

é)}vu{,{; b(, choy noVr Viw gL 05%9

e U-e i 1 Q- }Zo%(/’& (')Oi.f{f‘”"u :

3"?‘-_\7‘w O an !’/}9*

=
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Environment

The European Council asked Environment Ministers at their Council
Meeting on 6 December to make every @ffort to reach agreement
on the guidelines for a Community Policy on the reduction

of lead in petrol and vehicle emissions.

The Council agreed to have a substantive discussion on environmental

issues at their next meeting in March 1985,

SN/ 3428/84




Ad Hoc Committee on Institutional Affairs

The European Council has taken note of the interim report by the

Ad Hoc Committee on Institutional Affaira,éand—ualcomes_rheﬁthrust

of thisg; while-noting that there are somo"peseruations.and,

disagreemgn‘::j =5 w/{( e A0 _-T/ 0,_,/(,,(,‘ VDWM;/Lf
L() | z" L2 .JN-M"C I'/{/g it OL@ CZ/"{A‘C G &A-‘Z“'W
L/' s aan—
The European Counﬁil for its next meeting 1n March 1985, has asked
the Committee to comglete its work and submit a report which, after
preliminary consideration at that meeting, will be the main subject

of tha European Council in June, 1985. - =

— p— — (

/\' £, oM Lopsdend i

M’j@}‘f[ Nhfjo ot

e

i Lol Gapnap

u-/{-‘t: J@fb“”
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Ad Hoc Committee on a People's Europe

The European Council noted the interim report aof this
Committee and requested the Committee go make a fupthgp

report to the European Council next Mgpch.
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Draft Council Report on European Union

The European Council approved the annual Report on European
Union. This Report will be forwarded to the European
Parliament as provided for in the Solemn Declaration on
European Union. ~
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Presidency Compromise on Table Wine

The Council of Ministers, noting the Eurcpeasn Council's
conclusion at Fontaineblesy that reform of the cammon market
organisation for wine is cne of the conai;ions necessary for
successful onlarqgmant of the Community, has 8xamined the
Commission's report (8840/84) on the situation {n thne wine
mac<et and its aessocisted proposals (9182/84 gnd 9469/84) .
A3 a result fo that examinatica the Council has takan the
fallcwing decisions:

The reduction of wine producing petential is an
e3seniial elemant 3f the reform of the wine market

arganlsatiaon,

The Council nas' noted t~e Commission progosals on
tN.s ana signifies i:3 ggreement *3 the principle of
measures to encourige grubbing-up ard ta limit
teplanting rignes,

The Agriculture Council 1s given :ne task of
Laking the decisions which ara fecessary, befzre the
next meeting of the European Council, taking the particular

conditions of each region into account.

-

In a fucther efrart ta inprave the scructuce af the
wine sectar, only favestments €S improve wine quality
without increasing qu;niity will Be financsd undec
Regulaticn 35%/77 while ] rtqul;tiun to improve the

structure of Greek vineyards and the Gresk wine {ndustry

~#1ll be adopted by 31 January 1985 rop an @srea of
22,000 hectares.
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Other measures are Necessary to ensure, as of now, the
balance of the wine macket, in pacticular a strengthening
of the compulsary gistillaticn machinery as provided fac
asticle 41 of the basic regulation, along the following

ned:

11

immalance exists, compulsocry

e
distlill i ) triggeced by the Commission undar

the M r ammittae preccedyre; 8 s8Tlous macket

imbalance is daemecd tO exist when
-

he stacks as defined in articl
in¢ent, of Regulation 337/79 ex

\ -

tilisaticn

the data
that preoduction 18
sations by more than
Commissisn #ill T
for comzulsory
uction sucplas
a normal mearke< s:tyat:icn

stack levels and pricey.,

SN

= consumption + net balance of

3293/10/84




Where the compulsory distillation 1is triggered
the Commission will make rnown, before X December,
the compulsory distillation obliggtions of each
regyion, grouped by member State.

oy

While the responsibility for ensuring the

inplementation of the vomnulsory distillation tnus

rests with the ilember States (1), the volume to ce
distilled~compulsorily will be divided

among tne reyions of the Cowmmunity in propertion

£ he production volumes exceediny a specified
level for each ovne of theax, equal to a uniform
percentage (2) of ttreir average harvest over the
threg wine years 1981/83, 1982/83 and 1983/84. This
dverage base period may be modified by the Commission
after the 89/90 marketing year to take account of

the evolution in production and in particular the

results of the grubbing-up policy =

within each reyion, anonj; » \ N othe basls 9of
vield per hectare on 1 scal B & Rue Connission
under the Jdanagyeiment Lonmittee :roucaedurs. The scale
may vary by resion account beiny taken of yields
obtained in the past. The yroducers may suotract thne

guantities sent for preventive distillatiun from treir

ovblijations under the coxpulsorv distillation. For 1985

4o the rules will ke adapted to provide for the
adminisgrative arrangements to be applied to Greece for that
year.

1) Staterent for the Council minutes: The Council takes note of the Curmission statement un
~hich, where the Community provisions on comulsory distillaticn as they result from the
ilstillation obligation of each regicn are not observed,the usual sanctions will be applied,
articularly as regards the settling of accounts.

'2) This uniformpercentaace valid for all regions of the ,Community will be

determined by the Commission in the liaht of the quantity decided on (seeAparagrqph (b)

above) to eliminate ‘the production surplus for the year in question; for the period up to
_ : 1989/9d, it shall be set at 85 %.
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-
For the 1985/36, 1966/37 and 1987/83 wine marketing
years the price of compulsory distillation will be 50%
of the guide price for the first 10#million hl of such

distillation and 40% for Juantities in excess of that.

the prices for the 1983/89 and
in the light of tn

irvalance in the taple

1onal Teasures wL;L in princlvie cuntil
1989./99 marxekting Year. .The
sis of a report.from the Coinmissi
with en: affcet of
neluding where Jykrbyriate vronosals on
urgaaisation £ the wine market, shall decide
rei:laced Ly other

anee in the wine macket.

stud of the possidtilities of us
3 LA
and to report vack o Ttoeterr—t

then take a view on :=ihe me2 0§ ; Ay tie area of

enrichuent.

bodoow SN 3293/10/84
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Alternative 1 (Presidency text)

expressed

erice of £h

c

the jguide

level (white wine of the A

L

Alternative 2 (Commission text)

The buying-in prices for wine type A II and A III for the
different types of distillatidn will, over the coming three
years, grad;ally be brought into a price ratio compared
with white wire of type A I which will not exceed 1,5 to

Pl e

4

r
Yotz

Alternative 3 (German text)

-~

/ The degree of alcohol obtained by the use of sucrose or reduced-
price concentrated grape-must will be deducted on a flat rate
basis when the b;yin%-in price for distillation is calculated.

Furthermore from 19 the quantity of table wine to be distilled

Uﬁvp,/ in the Federal‘Republic of Germany shall not exceed 1.@ million
(~lHﬁa‘ hectolitres._ 7 fﬁ_iLaﬁ,LA' Whada A thgjxganirﬂﬂtco*uA 7
Wb et ndopinls” et 2t Dot o9 s L0d”
o T U oy Y B s A VY WV WA Vig oA W il
3. No changes are made in the present arrangements

in regerd to quality wines PSR.

A

The Council undertgkes to apply @ ;;lttictiv. price
policy in thewwine sector as prdposed by the Commission,
Just ss long as the compulsory distillations show the

existence of surpluses not marketable in normsl

conditions. .

SN 3293/10/84




PRIME MINISTER

Wine

e The text on wine resulting from the Commission's
bilateral contacts and the Foreign Ministers' discussion

is largely unchanged. The paragraphs on the quantity

to be distilled (para 3(b)) and on the low price (para 3(d))
are the same. The first two triggers (four months'

stocks or price below 82% of the guide price) are also

the same; the third trigger has been slightly eased

to normal consumption plus 9% but in an excess year this
would still bite. The document is now headed "Table Wine".
The other changes are small and are improvements.

2 The only disputed point now is the sugaring of wine
(para 4, second sub-para). There are three choices for

which different texts are offered:

(i) the wine to be distilled is to receive
the lowest price (that of white wine A.1).
This is the best for the United Kingdom
because it saves the most money. The Germans

will resist it.

(ii) the wine to be distilled is to receive

a price about half-way between the present

high level and the lowest level. This would

be some improvement for the United Kingdom

because it would still save some money (Commission
estimates that if it had applied this year it
would have saved about 47 million ecu)

(iii) a limit on the volume of sugared wine
which can be distilled in Germany of 1.2 million
hectolitres. This would be a slight advantage
over the present system but its effect in most
years would be small.

N L\\J‘\\."W

(D F Williamson)

4 December 1984
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Integrated Mediterranean Proyrammes

The European Council emphasised the particular political importance
which it attaches to the implementation of Inteygratoed

Mediterranean Programmes.

The European Council agreed that the IMPs will be funded out of the
allocations made to the structural funds, which will be increased
significantly in real terms within the limits of financing

possibilities. 1In this regard, special separately identified

funding will be available to the extent and level necessary to allow

the IMPs to finance those facets which fall outside the funds'

normal actions.

The Council should adopt a regulation for the IMPs before the end

of March 1985, to allow the implementation of individual national

1
programmes, as appropriate, during 1985.
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DUBLIN SUMMIT : CONSUMER ELECTRONICS

I attach a short brief on consumer electronics and Japan
in case the matter is raised by the Dutch Prime Minister.
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COUNCIL OF MINISTERS : DUBLIN 3RD DECEMBER 1884

Consumer Electronics

The Dutch Prime Minister has indicated that he intends to

raise the issue of the Japanese threat to the European consumer
electronics industry, following, we understand, a recent
presentation to him by Philips. He may argue the need for temporary
tariff protection for new products (infant industry) and to allow
restructuring of more mature industries, and for a study of the
extent to which national cartel legislation prevents desirable
collaboration between European companies to cope with the scale

of Japanese operations.

Line to Take

1 i There are problems with proposals of this sort: of principle,

given our commitment at Williamsburg to increasing competition
and rolling back protection; and of practice, given the need for

compensation for any safeguarding tariff increases.

2. We must maintain pressure to open up the Japanese market,
though we must recognise that progress is likely to be modest

and slow.

3. We must not forget that other Far Eastern countries, especially
Korea, will pose a similar threat, with a nationally focussed attack

on particular markets.

4. It would be sensible to have an urgent Community review of the
impact of Japanese and Far Eastern competition on the consumer
electronics industries and the implications for related industries
(like integrated circuits and components); and in the meantime to

avoid any major changes in the present orderly marketing arrangements.




Background

The consumer electronics industry is important not only in its

own right but also as a source of finance and technological drive
for integrated circuits and components. Japanese companies totally
dominate the world in video recorders, have the major share of the
TV market and are positioning themselves to secure dominance in
information technology systems in the home. The UK trade imbalance
in consumer electronics in 1983 was over £1 billion. However, the
Japanese are becoming fearful of the Koreans, whom they have
licensed with their technology but whose production costs are 30% less
than in Japan. Although European companies have attempted to

enter the Japanese market this has proved almost impossible when
the competing Japanese manufacturers own 70-80% of the distribution

outlets.

Various forms of protection have been used. A Community voluntary
restraint agreement with Japan covers colour TV's and video
recorders and has encouraged a number of Japanese companies to

set up assembly plants mainly in the UK, Belgium and Spain:and
under its cover the European manufacturers - essentially Philips/
Grundig, Thomson CSF and Thorm EMI - have gone a long way towards
achieving Japanese levels of quality and automation, though there
is still a way to go on components. The concern of the industry is
that this progress will be disrupted by a flood of Korean VTR's and

CTV's (recently shut out of the US market by anti-dumping duties of

20-50%); and that without a coherent policy for temporary protection
for new products European manufacturers will not get production
volumes up to the scale needed to compete with Japan which

invariably gives complete protection to its infant industries.

DEPARTMENT OF TRADE & INDUSTRY
3RD DECEMBER 1984




10 DOWNING STREET

From the Private Secretary 3 December 1984

D Glon,

European Council: Message from
Dr FitzGerald

Thank you for your letter of 30 November
enclosing a draft message to Dr FitzGerald
suggesting that budget discipline should be
considered by Foreign Ministers over dinner
on the first day of the European Council.

The message was despatched with a small
amendment over the weekend.

I am copying this letter to David Peretz

(H M Treasury) and Richard Hatfield (Cabinet
Office).

Colin Budd Esq
Foreign and Commonwealth Office

RESTRICTED




10 DOWNING STREET

From the Private Secretary

3 December 1984

European Council: Mixed Credits

Thank you for your letter of 28 November
enclosing briefing for the Prime Minister's
use with the French Government on mixed
credits. The Prime Minister has noted this.

I am copying this letter to Len Appleyard
(Foreign and Commonwealth Office) and Richard
Hatfield (Cabinet Office).

C D Powell

David Peretz Esq
H M Treasury
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From the Private Secretary 3 December 1984

MEETING BETWEEN THE PRIME MINISTER AND THE TAOISEACH IN
DUBLIN CASTLE ON 3 DECEMBER 1984 AT 1855 HOURS

During the afternoon session of the European Council,
Mr. Nally (Irish Cabinet Secretary) approached us to say
that the Taoiseach would like a bilateral meeting with the
Prime Minister to discuss Northern Ireland on the morning
of 4 December. On the Prime Minister's instructions, I
subsequently told Mr. Nally that the Prime Minister had

some misgivings about .this. She thought that there was

a risk of building up expectations in the press which could
not be fulfilled; and that her preference would be to stick
to the proposal for a meeting in the early months of next
year. However, if the Taoiseach nonetheless believed that a
meeting was important, she would readily agree. Mr. Nally
consulted the Taoiseach and came back to say that, in his
view, the press would be much more impressed by a failure to
hold a meeting. In the light of this, a meeting was arranged
immediately after the conclusion of the afternoon session of

the European Council on 3 December.

The meeting began with some brief exchanges about
progress in the European Council itself. The Taoiseach
thought that a solution on wine was in sight but that
integrated Mediterranean Programmes could prove very
difficult. He did not discount the possibility that
Papandreou would block enlargement unless he received
satisfaction.

/Turning to
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Turning to Northern Ireland affairs, the Taoiseach explained
the reasons why he thought it important that he and the Prime
Minister should meet if only briefly. It would show that
relations between them were carrying on normally. The Prime
Minister agreed that it was important from the point of view
of public presentation that it should be known that they had

met -

The Prime Minister said that she found it difficult to
understand the reaction in the Republic to her press conference
following the Anglo/Irish Summit. She had made clear that the
British Government would try to get a new political framework
for a settlement in Northern Ireland. Far from brushing the
problem aside, she had stressed the importance of their decision
to meet again in the early months of next year. She had been
very disappointed in the reaction of John Hume. 1Indeed, her
inclination on hearing his remarks in the House of Commons had
been to say that the efforts under way between the Irish and
British Governments might as well be abandoned.

The Taoiseach said that Mr. Hume had been under great
pressure. His first reaction to the outcome of the Anglo/Irish
Summit had been supportive. But when he had heard the
impact made by the Prime Minister's press conference in the
Republic, he had gone too far in the other direction. The
Taoiseach continued that there was no point in going back over
what had happened at the press conference. He then proceeded
to do precisely that. He was grateful to the Prime Minister
for sticking to the line which they had agreed between them.
Unfortunately, her answers to two of the questions - those
concerning the models in the New Ireland Forum report and "aliena-

tion" - had come over abruptly and dismissively on television.

He admitted readily that this had not been the impression of
those actually present at the press conference. However, the
overall effect had been unfortunate by focusing attention on the
points in the New Ireland Forum report which the Irish Government
was trying to move away from. It was a pity that the Prime
Minister had not been able to refer positively to other aspects
of the report. He understood her semantic difficulty with the
/word
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word "alienation”". But again the effect at the press conference
had been to suggest that she did not understand the problem of
the minority community. The phraseology used in her recent
letter to him had been very much more helpful. He was very

grateful for the letter.

The Prime Minister replied that nothing which she had said
at the press conference should have surprised anyone. The
Government had made plain many times in recent months that it

could not accept the models in the New Ireland Forum report.

"Alienation" was a word which she was loth to use for reasons

which she had explained at the Summit. Against these points had

to be set her positive approach to finding a new political frame-
work for a settlement, her determination not just to play the
problem away but to work actively for a solution, and her
readiness to meet again within a short time. The fact that

there was a problem in Northern Ireland was so obvious that it
surely did not need to be said. But one thing was clear: one
had to develop an extra sensitivity for commenting on the Irish
problem. Her own style was to give a direct answer to a direct

guestion.

The Taoiseach said that, after B00 years, extra sensitivity
was indeed needed. He appreciated that the Prime Minister had been
endeavouring to be positive. He recognised that he had contributed
very largely to subsequent problems. "I gave the worst press
conference in my life". The Prime Minister said she had been
astonished by how big an issue the Irish press had made of it.

The Taoiseach said that, for the UK, Northern Ireland was a
subsidiary problem but for the Republic it was the most important
issue in national life. However, he wanted to put these problems
to rest and re-build. He would be making a speech next week in
which he would try to steady things. But it would be very
helpful if the Prime Minister could, in her press conference the
following day, refer to the positive aspects of the New Ireland
Forum report and recognise the problems of the minority community

in Northern Ireland.

/The Prime Minister
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he Prime Minister said that she was nervous of making

any further comment on Irish affairs. Would it not be best

simply to say that they had had a brief and friendly meeting
and confirm their intention to hold further discussions early
in the New Year? The Taoiseach said that it would be an
enormous help to him if the Prime Minister could speak as he
had suggested. The Prime Minister said that she would not want
to give the impression of backing down or changing her mind.
But, depending on the nature of the questions at her press
conference and the tone in which they were asked, she would
attempt to speak in terms helpful to the Taoiseach.

The meeting ended at 1912 hours.

I am sending copies of this letter to Graham Sandiford
(Northern Ireland Office) and to Sir Robert Armstrong.

CHARLES POWELL

Len Appleyard, Esqg.,
Foreign and Commonwealth Office.
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CONFIDENTIAL

EUROPEAN COUNCIL

Draft Conclusions

The Ten Heads of State or Government discussed the situation in
the Middle East. They reaffirmed their desire to see urgent
efforts made to establish peace and stability there and their

willingness to assist efforts to that end.

Arab-Israeli Conflict

/The Ten regard it as vitally important that renewed efforts

should be made towards negotiations for a settlement of the
Arab-Israeli conflict. They note with satisfaction expressions
of interest of both sides in a process of movement towards
negotiations and they hope that this declared interest will be
further built on. They remain convinced that a just, lasting
and comprehensive peace in the Middle East can only be secured
on the basis of the principles which they have stated many

times in the past and to which the Ten continue to adhere./

In order to find a lasting solution, no amount of effort by
third parties can be a substitute for direct negotiations among

the parties themselves - the Arab states, Israel and the

Palestinian people - which must recognise mutually each others'

existence and rights.




he Tellﬁqu;}////
can take to etter

ns there:}/ They call on 11 parties fully to implement
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esolutlons 242 and 338
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They renew their call for an end to the 1llegal pollcy of

- i e — - ——

settlements in the occupxed terrltorleﬁ

Council in Amman. They continqe to believe ‘that the PLO must

.-"I‘
be associated with peace neg%tiations.
v .

The Ten have consistently offered to assist in any way open to

them in attempts to identify common ground between the

parties. The Ten both collectively and individually have

maintained contact with all partie;’/iln 6ntAnuatign of this

A the

ound HOf coptacts with
g . ,Thi- wi 1 pyovide/an™epportunity ¢t reaffirm the
i Mw.{/

tion, 0 explgre thg pos'!ions ok th parties andeo

seek ways of promoting movement towards negotiation and

|

improvement of the situation in thfk region.

\_ jll A (/(J”“




Lebanon

The Ten Heads of State or Government welcomed the negotiating
process with UN involvement which has begun at Nagoura and hope
that this will lead to complete Israeli withdrawal from Lebanon
in accordance with the call of the Security Council. They
recalled their position in favour of the full sovereignty,
independence and territorial integqrity of Lebanon and their
belief that this can only be effected in circumstances where
all foreign forces are withdrawn from the country except those
whose presence is requested by the Lebanege Government, The

Ten, some of whom contribute to observer and peacekeeping

operations in Lebanon, reaffirmed their willingness to assist

St

that country's return to peace and normality.

Iran-Iraq

The Ten note with concern that this conflict has now entered
its fifth year and that numerous efforts to bring about a
ceasefire and negotiations have not so far met with success.
They will continue to work for an early, just and honourable
settlement and will give full support to any efforts to limit
the scope of the conflict. An end now to the slaughter and

destruction would spare many on both sides and allow Iran and

Iragq, with both of whom the Ten desire good relations, to

¥

pursue their development in peace,
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East-West Relations

Draft Conclusions

o The Ten have sought, during a difficult period in

East-West relations, to keep open all channels of dialogue and

e - e

= ——

to work for more co-operative and more stable relations between

East and West. They will continue to seek constructive,
comprehensive, and realistic dialogue with the Soviet Union and
the countries of Eastern and Central Europe and, wherever
possible, to develop further existing co-operation with them.
They look for a similar positive response. They believe that
the way to achieve a lasting improvement in international
security is to build a broader understanding and new confidence

between East and West.

20 The Ten attach the highest importance to the achievement
of effective arms control and disarmament agreements on both
nuclear and conventional weapons, as well as a convention to
outlaw chemical weapons. The Heads of State or Government
therefore welcome the recently-announced U.S.-Soviet agreement
to enter into new negotiations with the objective of reaching
mutually acceptable agreements on the whole range of questions
concerning nuclear and outer space arms. They hope that the

meeting due to take place on 7 and 8 January 1985 between U.S.




Secretary of State Shultz and Soviet Foreign Minister Gromyko
will be followed by early substantive negotiations designed to
bring about balanced reductions of intercontinental strategic
nuclear weapons and intermediate nuclear forces to the lowest
possible level, and to avert effectively the danger of an arms

race in outer space.

3. In expressing their strong support for such talks, the Ten
Heads of State or Government reaffirm their own determination
to do everything possible to ensure progress in the
negotiations in which the Ten are takihg part, notably the
Conference in Stockholm on Confidence- and- Security-building
Measures and Disarmament in Europe. The agreement recently
arrived at on a working structure for the Conference is a
welcome development which they hope will permit Substantive
negotiations to get under way at Stockholm on concrete measures
designed to lead to a real increase in confidence and security

in Europe.

4. l[The tenth anniversary of the signature of the Helsinki

Final Act in 1985 will serve to underline the continuing
central role which the CSCE process plays in East/West
relations. The Ten have already indicated that they will be
ready to be represented at high level at the anniversary
commemoration on the assumption that the international climate
will make this appropria{é). The Ten will continue to seek
through the CSCE process more secure and more co-operative
relations between the participating States, and greater contact
between their peoples. In working to fulfil the Helsinki Final

Act objective of promoting better relations among the CSCE




participating States and ensuring conditions in which their

people can live in true and lasting peace free from any threat

to or attempt against their security, the Ten will continue to
emphasise the importance which they attach to the full
implementation of all the provisions the Final Act, including

those relating to human rights and fundamental freedoms.
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DRAFT CONCLUSIONS ON TERRORISM

AND THE ABUSE OF DIPLOMATIC IMMUNITY

The Heads of State or Government welcomed the set of principles
on terrorism and abuse of diplomatic immunity adopted by the
Foreign Ministers of the Ten on 11 September. The Heads of

State or Government agreed that this represented a significant

step forward in the Ten's efforts to counter an increasingly

serious problem and noted with satisfaction that these

principles are now being applied.




CONFIDENTIAL

Draft Conclusions

Central America

The Heads of State or Government note with satisfaction the
inauguration of a new structure of political and economic
dialogue between Europe and Central America at the Conference
held at San Jose, Costa Rica on 28/29 September 1984 between
the Ministers of the European Community, Portugal and Spain,

the Central American countries and the Contadora Group.

The Heads of State and Government reiterate the statement on
Central America which they made on 19 June 1983 at Stuttgart.
In particular, they reaffirm their conviction that the problems

of the region cannot be solved by armed force but only by a

political solution springing from the region itself and

respecting the principles of non-interference and inviolability

of frontiers.

The Ten remain convinced that the Contadora process is the best
opportunity to achieve a political solution to the crisis in
the region. They hope that the efforts being made to reach
agreement on the final text of the Contadora Act will come to
early fruition and they urge all those concerned to work
towards this end. They reaffirm the willingness which they
expressed at San Jose to support, within their capabilities and
if requested, the efforts of those states to which it falls to

implement. the provisions of any agreement.

The Ten express the hope t t dialogue and national
reconciliation in El salvadbr and Nicaragua will move forward
rapidly and ‘that the democratic process will be developed in

these countries.




IMPS

Draft Presidency Conclusions: Commentary

Paragraph 1. Acceptable

Paragraph 2. Must retain "within the Timits of financing

possibilities! /If possible: delete "in each annual budgetE?

——— —

Paragraph 3 must be changed to read:

"The European Council recognised the Tink between
enlargement and implementation of IMPS" (the Brussels European
Council conclusions did not decide that IMPS should be

co-terminous with the length of the transitional period. It

did say that they must be of limited duration. The duration

remains to be decided).

Paragraph 4. Acceptable

u

r
Paragraph 5 must be changed to read continuing provisions,

not "more substantial provisions". The scale of

future provision remains to be decided.

We could accept: "A decision will be taken on the global

sum available for IMPs."
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INTEGRATED MEDITERRANEAN PROGRAMMES

0

The European Council emphasised the particular political

importance which it attaches to the implementation of Integrated
Mediterranean Programmes,; and recalls that these programmes

form an integral part of the Declaration adopted by it in
Stuttgart in June, 1983 and of the conclusions adopted in

June, 1984 at Fontainebleau on the implementation of the

Stuttgart Declaration.

L

The European Coung;;?agreed that the Community's financial
contribution to the IMPs will be channelled through the structural
funds. Having regard to the IMPs, these funds will be increased
significantly in real terms w1th1n the limits of financing
pDSSlbllltlQS: Special separatelv identified funding will be

a&ailable{in each annual budgea during the period of imple-

mentation of the IMPs. 3 P iihﬂmypff,;ﬁﬂ\

AA c'-—'"". reC e
The European Council recognized the link between
the duration of the transitional period oi]enlargement

and Ehat oi the implementation of IMP's.

It notes that thé budget for 1985 will contain a
pecial allocation for IMP's of a magnitude estimated b

the Commission to he sufficient to launch them.
— ;

The\E ropean Council agrees with the Commission's
CONT IOV L

view that&more substantlafjprou151ons will be needed in (E:___ﬁ_

the annual budgets ‘once the implementation of the programmes
i T

is underway. M ﬂ-‘-‘u’w{ 4o ,M? : &
(ﬁldnt Lated fon
{\,..-]W-wm &,
o«(-w.u y

oo ~

The European Council asked the Council to adopt a reqgulation
for the IMPs before the end of March 1985, to allow the
1mplement§?10n of individual national prcgrammes to begln
in 1985.# _ e e
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INTEGRATED MEDITERRANEAN PROGRAMMES

The European Council emphasised the particular political
importance which it attaches to the implementation of Integrated
Mediterranean Programmes, and recalls that these programmes form
an integral part of the Declaration adopted by it in Stuttgart

in June, 1983 and of the conclusions adopted in June, 1984 at
Fontainebleau on the implementation of the Stuttgart Declaration.

i

The European Council agreed that the Community's financial
contribution to the IMPs will be channelled through the structural

funds. Having regard to the IMPs, these funds will be increased

significantly in real terms within the limits of financing

possibilities. Special separately identified funding wiki be
available in each annual budget during the period of implementation
of the IMPs.

The European Council recogniséd the link betweenzgpe duration of

the transitional period of/énlargemenéjand(gpat qﬁ)the implementation
of IMPs.

It notes that the budget -for 1935 will contain a special allocation

p— a——

pP u;;;fﬂfor IMPs and notes that the Commission considers that 90 MECUs

¢

P
o will be necessary for the purpose of launching them.

The European Council agrees with the Comm1551on s view that pn»&&~
J{Epre substant1a£}%rov151ons will be needed in the annual budgets
wapur for the following five years @%ceﬁthgﬂimp;gmentatf&n—ef"the*“

WWJM w Lﬂ(ﬁg/b

The European Council -asked the Counc1l to adept a regulation
for the IMPs before the end of March 1985, to allow the
implementation of individual national programmes to begin in
1985.

n"




[.

. The European Council noted the etat,i{:ment of Prime
Minister Papandreou, that he considers ﬁhat a satisfactory
decision on the IMPs is a condition fgf Greek ratification of
the Treaty concerning the Community' ?’enlargement with Spain

and Portugal,

Jr‘
f

The European Council/ further noted that a solution to
this important question cannot bz agreed on the present basis, ‘
but Jagreed to seek a satisfactory solution on the occasion
of its meeting in March, 1985, / In this context it asked the
Council (Foreign Affairs) to atccelerate its examination of the
Commiss:.on proposal in order fto provide the European Council

with an appropriate basis fqr its d:.acussmnsi’)
/

/
/

/
/







Text proposed by the Netherlands delegation concerning the
ad hoc Committee on Institutional Affairs

Re the second paragraph

The following phrase should be added to the end of this
paragraph:

"esesesese the European Council in June, 1985; the Buropean
Council will consider at the same time whether it would be
appropriate to hold an intergovermmental conference,"
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PFROGRAMMES MEDITERRANEENS INTEGRES

Lle Conseil européen & souligné 1'importance politique parti-
culitre qu'il attache & la mise en geuvre des programmes méditer-
ranéens intégrés et rappelle que ces programmes font partie inté-
grante de la déclaration qu'il & adoptée & Stuttgart en juin 1983
et des conclusions adoptées en juin 1984 & Fontaineblesu sur la
mise en oeuvre de la déclaration de Stuttgart.

Le Conseil européen est convenu que la contribution financidre
de la Communauté aux PIM sera versée par la voie des fonds structurel
Pour tenir compte des PIM, cesfonds seront considérablement
augmentés en termes réels dans lés limites des possibilités de
financement, Des crédits spécialement affectés & cet effet seront
prévus dans chagque budget ennuel pendant la durée de la mise en
oeuvre des PIM,

Le Conseil européen a reconnu l'existence d'une relation entre
la durée de la période transitoire de l'élargissement et celle de
=% GUIGE U0 4 pRraove W
la mise en oeuvre des PIM,

Il constate que le budget de 1985 comportera une contribution
spéciale pour les PIM et note que, de 1l'avis de la Commission, un

montant de 90 millions d'Ecus sera nécessaire pour en assurer le
lancement,

Le Conseil européen partage l'avis de la Commission selon lequel
i1 'sera nécessaire de prévoir des crédits plus importants dans les
budgets annuels lorsque la mise en oeuvre des programmes Sers en Cours

Ie Conseil européen & demandé au Conseil d'adopter un réglement
concernant les PIM avant la fin du mois de mars 1985 pour que la
mise en oeuvre des divers programmes nationaux puisse commencer en 19§
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Famine in Africa

In the face of the serious difficulties currently being
experienced by many countries of Africa, especially those,
like Ethiopia or the Sahel countries, which are suffering
the effects of an unprecedented drought and the ravages of
malnutrition and famine, the European Council stresses the

urgency of taking concerted international action.

The European Council believes that the total to be provided
by the Community and its Member States between now and the
next harvest should be 1.2 million tonnes. In addition to
the 500,000 tonnes already provided under existing Community
programmes, the European Council proposes that 250,000 tonnes

will be provided out of existing Community resources under

Article 137 of the second Lome Convention. The Commission,
after consultation with Member States to establish the amount
of grain that will be provided by Member States, will make

a proposal to the Council with respect to any additional
Community effort that may be needed to attain the figure of
1.2 million tonnes and the European Council invites the Sl ins
Council of Ministers to take any necessary decisions on the
basis of such a Commission proposal in order to secure the
achievement of the 1.2 million total. The European Council
appeals to other donor countries to match this effort by

the Community and its Member States in order that the total
need of these States, currently estimated at 2 million tonnes,

yill be met. ‘

It stresses the need for urgent action to avoid threatened shortfall
in the months immediately ahead.

It notes the need for improved co-ordination between the y
Community, its Member States, other donors, and non-governmental
organisations, in order to increase the efficiency and pace

of implementation of emergency aid measures and invites the
Commission to initiate action in this regard.

SN 3465/2/84




The European Council acknowledges the need to undertake urgent
action tQ speed up and support the recovery and rehabilitation
process in African countries and to provide the Community's
active support for their efforts to achieve self-sufficiency
and security in food; also in implementing long-term
Operations to combat drought and desertification.

The European Council emphasises the will of the Ten, in all
international negotiations, to support initiatives to
strengthen solidarity between the industrialised countries
and the countries of the Third World and thus to foster

development.

It welcomes the declaration on the Critical Economic
Situation in Africa just adopted by the U.N. General Assembly.

It notes with satisfaction the successful conclusion of the
negotiations for the renewal of the Lome Convention which
links the European Community, its Member States, and the
African Caribbean and Pacific States. The fact that the .
progress achieved so far has been consolidated bears witness
to the strength and vitality of this co-operation.

SN 3465/2/84




European Council, Dublin, 3-4 December 1984

STANDARDS FOR INDUSTRIAL AND OTHER PRODUCTS IN
THE EUROPEAN COMMUNITY

Note by the United Kingdom

The creation of a genuine internal market is vital for the future
of the Community's industrial progress and competitiveness. The
absence of common or mutually acceptable standards for industrial
and other products breaks up the internal market across an enormous
range of industrial and other goods and forms one of the main
barriers to industrial collaboration. The United Kingdom believes
that the European Council has a key role to play in signalling
widely the political and economic importance which it attaches to
work in this field; and in ensuring that member states and the
institutions of the Community maintain and reinforce the momentum

in particular areas.

On common Community standards for conventional products, a ma jor

problem so far has been the form of harmonisation directives under
Article 100 of the EEC Treaty. At present they are both

time-consuming to negotiate and insufficiently flexible to

encourage innovation and technical progress. The Commission has
now proposed that a new sort of directive could be used in future.
Instead of laying down precise technical requirements, it would
specify a general safety duty for the product in question, which
could be met either by agreed standards or by national standards
recognised by other member states as meeting the safety duty. Work
on the model directive is now well advanced and it will be
considered by the Internal Market Council in December. Thereafter,
it will be necessary to agree on specific products to which the new
approach should apply. The European Council might indicate that
agreement on the model directive, and identification of specific

products, should proceed quickly.




Much of the work on developing common standards takes place in the

European Committee for Standardisation (CEN), membership of which

goes beyond Community member states. At the moment it is widely
agreed that CEN is largely ineffective because member states are
not obliged to accept products made to CEN standards. The need for
reform is clear. The Commission have recently made proposals which
could considerably improve the operation of CEN. The Community
should continue to work for the more efficient operation of CEN.

On national standards for new products, it would make good sense if

Community-wide standards could be set from the beginning, so that
incompatible standards do not emerge. A new Council directive has
been adopted requiring member states to notify the Commission (who
will notify other member states) three mouths before they introduce
new standards. The introduction of a standard can be suspended
until a Community standard has been agreed. The Community's
objective must clearly be to make sure that the directive works
effectively, and all member states should ensure its rigorous

observance.

On new technology products, common standards are particularly

important to prevent duplication of research effort and to

facilitate European industrial cooperation in the new technologies.

Several important moves are under way. High level groups of

officials have been set up to harmonise the implementation of
standards across Europe to facilitate inter-connection of computer

and communications products ('open systems inter-connection'"), and

to determine harmonised standards for telecommunications, initially

for the terminal equipment market. It is envisaged that the work
will lead to a mechanism for creating and publicising harmonised
telecommunications standards. The primary requirement in these two
areas is to sustain the momentum that has been built up. The
European Council might underline the importance of bringing these

activities to full and early fruition.




Advanced manufacturing technology (AMT) - ie robotics and flexible

manufacturing systems - is a high-technology sector in‘which there
has been no Community work on standards. Although the Community is
at present mainly a user rather than a producer in this field, an
effective use of standards would not only enable users to link
individual items of equipment supplied by different manufacturers,
but also make it easier for European producers, initially selling
only a limited range of equipment, to make fuller use of the
internal market. The Commission are working to present by the end

of the year a paper outlining an action programme on AMT standards.

The European Council might confirm this as a priority area for

Community action.

3 December 1984
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3 December 1984

= Dublin,
o

Presidency Compromise aon Wine

The Council of Ministers, noting the European Council's
conclusion at Fontainebleau that reform of the cammon market
organisation for wine is one of the conditions necessary for
successful enlargement of the Community, has examined the
Commission's report (8840/84) on the situation in the wine
market and its sssociated proposals (9182/84 and 9469/84),
As a result fo that examination the Council has taken the
following decisions:

1 The reduction of wine producing potential is an
essential element of the reform of the wine market

organisation.

The Council has noted the Commission proposals on
this and signifies its agreement to the principla of
measures to encourage grubbing-up and to limit
replanting rights,

The Agriculture Council is given the tagsk of
taking the decisions which are necessary, before the

end of the year, taking the particular conditionsg of
each region intg account,

In & further effort to improve the structure of the
wine ssctor, only investments to improve wine quality
without increasing qu;nlity will be financad under .
Regulation 335%/77 whilafa requlation to improve tha
structure of Greek vineysrds and the Grask wine industry

.will ba adopted by 3] January 1985 for an area of o
20,000 hectares.

SN 3293/7/84
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Other measures are necessary to ensure, as of now, the
balance of the wine market, in particular a strengthening
of the compulsory distillation machinery as provided for in
article 41 of the basic regulation, along the following

lines:

a) Where a serious market imbalance eaxigts, compulsary

distillation will be triggecred by the Commission undar

the Management Committes procedure; a sericus market

imbalance is deemed to exist when

- the stocks as defined in article 41 § 1, first

indent, of Regulation 337/79 exceed four months'
normal utilisation ()

or when the market prices remain below 82% of

the guide price during a representative period

or when, for a wine marketing year, the data in
the advance estimate show that production is

exceeding normal utilisations by more than 6%.

The Commission will fix the quantities which must
be sent for compulsory distillation so as to eliminate

the production surplus end, in this way, reestablish

a normal market situation in particuler regsrding
stock levels and prices.

vool v

(1) Normal utilisation = consumption + net balance of
foreign trade.

SN 3293/7/84




) Where the compulsory distillation is triggered
the Commission will make known, before X December,
the compulsory distillation obligations of each

region, grouped by member State.

While the responsibility for ensuring the
implementation of the compulsory distillation thus
rests with the Member States (1), the volume to be

distilled compulsorily will be divided

among the regions of the Community in proportion

to the production volumes exceeding a specified

level for each one of them, equal to a percentage (2)
of thelr averayge harvest over the three wine years 1981,
1982/83, and 1983/84. This average base period may be
modified by the Commission to take account of the

evolution 1in production

within each region, among producers, on the basis of
yield per hectare on a scale fixed by the Commission
under the Management Committee procedure. The scale
may vary by region account being taken of yields
obtained in the past. The producers may subtract the
gquantities sent for preventive distillation from their
obligations under the compulsory distillation. For 198!
86 the rules will be adapted to provide for the
agministrative arrangements to be applied to Greece for thal

\year. >
oW~ be 4 ' ! : T
(1) Statement for the Councll minutes: The Council takes note of the Commission statement ui

which, where the Community provisions on compulsory distillation as they result from the
listillation obligation of each region are not observed,the usual sanctions will be applied,
particularly as regards the settling of accounts.

QMuan
(2) The percentage will be determined by the Commission in the light of the persnut;ge dec:
on (see paragraph (b) above) to eliminate the production surplus for the year in question.




_4_
For the 1985/86, 1986/37 and 1987/88 wine marketing
years the price of compulsory distillation will be 50%
of the guide price for the first 10 million hl of such

distillation and 40% f[or quantities in excess of that.

The Council shall review the prices for the 1988/89 and

1989/90 wine marketing years in the light of the

progress in reducing the imbalance in the table wine sectol

These additional measures will in principle continue
until the end of the 1989/90 marketing year. The
Council, on the basis of a report from the Commission
dealing in particular with the effect of the structural
measures and including where appropriate proposals on
the future organisation of the wine market, shall decide
whether they can be repealed or replaced by other

measures that will guarantee balance in the wine market.

The Council requests the Commission to undertake a thorough
study of the possibilities of using concentrated must and sugar
and to report back to it before the end of 1990. The Council wi
then take a view on the measures to be taken in the area of

enrichment.

In phased arrangements over the three years up to 1987/88, the
buying in prices of the wines in the different distilldations
expressed as a percentage of the guide price shall be related tc

the guide price of the type of table wine which has the lowest

level (white wine of the A1l type).
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No changes are made in the present arrangements

in regard to quality wines PSR.

The Council undertakes to apply a restrictive price

policy in the winms sector as propoaad by the Commisgsion,

Just 8s long as the compulsory distillations show the
exi{stence of surpluses not marketable in normal

conditions.

SN 3293/17/84




Prime Minister

TEXT ON WINE

i The revised text on wine does not differ from the

earlier text on the main points of importance to us. 1In

particular:

i) paragraphs 1 and 2 are unchanged. They still

include the three triggers (para 3a) and the
R e

requirement that the Commission must fix the quantities
‘#

-

to be sent for compulsory distillation so as to

eliminate the production surplus (para 3(b)).

the low price for obligatory distillation (para 3(d))

remains unchanged.

the restrictive price policy article (para 6) remains

unchanged.

2 The changes relate to the distribution of the obligation

to distil among regions (para 3(c)). This is not very important
-_-‘_‘_'——-__

for the United Kingdom, provided that (as is the case) the total

quantity in excess is taken off the market.

- E S -- S—

ap———

3 On sugar in German wine (para 4, 2nd sub-para) the new

provision does not stop sugaring but reduces the cost of

—

distilling sugared wine because it requires the lowest price to

be paid.




4. We think that the French will broadly support
and that the Italians will oppose. The Germans will
find the provision on sugaring harder than the previous

text.

iz In summary, we can accept this text.

)
L

D F Williamson

L [\ e

7
(
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A Lebanese man hag hi-jacked a Kuwaiti airline
of
plane to Tehran. The/Captain is British and it is
s /

believed that two ?ébple have been killed. One is

said to be a US d?%lomat, the other a British
S m—

——
—

citizen, but we are awaiting confirmation of this.
————————

It is unclear what the demands of the hi-jacker are.

—

Message received at 10.05 hrs Tuesday, 4 December 1984
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Speaking Note

(As ] OLM:M
we necessary .
S()f”IA? ~ﬂJ3LﬁiZ;~ uﬁ45¢3#x41l57 /Aﬁa//Lff“~J1
197/ =
-
I could accept a budget provision of 90 million ecus
in 1985 provided that it is included within the existing

- - — p—
which of course has to be maintained within the

budget,

e

one per cent VAT ceiling.

to the European Parliament that a figure of 90 million ecu

The Council should indicate

would be acceptable provided that the Parliament does
e

not write a budget above the ceiling. To make room

—

for the extra 40 millions for the IMPS, savings will

have to be found in other parts of the budget, since the
——————— e

Parliament's remaining margin is not sufficient.
g

{'.? b
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RESTRICTED

Foreign and Commonwealth Office

London S.W.1

2 Decerdbl, (989~

C D Powell Esqg
No 10 Downing Street

Deovr C*xauf{ﬁél

EUROPEAN COUNCIL: US/EC: PIPES AND TUBES

Chancellor Kohl raised the issue of steel pipes and tubes
forcefully during his visit to Washington and the US have as a
result agreed to reopen talks with the EC Commission about them.
Thg follows the failure last week of EC/US consultations on
quantitative limits on EC exports, the unilateral imposition of
limits by the US and the denunciation by the EC of the EC/US
exchange of letters on the subject. The issue may be discussed at
Dublin. The following paragraphs give the background.

The EC/US carbon steel arrangement of October 1982 controlling EC
steel exports to the US was accompanied by an exchange of letters
on pipes and tubes. This did not contain a binding commitment on
EC pipe and tube exports but rather a forecast market share taken
by EC exports of the US market of 5.9%; beyond this the US could
seek consultations. 1In 1983 and even more in 1984 (helped by the
high dollar) EC pipe and tube exports to the US rose well above
this (14% in the first half of 1984). The main culprits were
Germans, French and Italians). The US Administration entered into
consultations with the EC in April to agree on a level of import
penetration by which the EC industry would abide. EC Industry
Ministers on 22 November approved the terms of a deal negotiated
informally and ad referendum between Davignon and Brock (USTR).
According to Davignon it was cleared textually with senior US
officials.

The main components of this agreement were
a) 2 year duration
b) 7.6% ceiling on EC penetration of US market
c) exemption (insisted on by Germans) for supplies from Hoesch
to their US joint venture partner
d) exemption for contracts to supply major pipeline projects

Despite the textual clearance, the US replied to Davignon in stiff
terms on 27 November rejecting the agreement as unacceptable to
their industry and imposing the 5.9% figure in the 1982 exchange
of letters. This meant the immediate cessation of EC exports. 1In
Washington the Administration made disobliging public noises about
the EC not negotiationg seriously. The Foreign Affairs Council on

RESTRICTED
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fovembe r

a) on Davignon's recommendation denounced the 1982 exchange of
letters

b) on Mr Rifkind's proposal, issued a statement regretting the
US action and reserving the EC's GATT rights

Davignon's point about denunciation of the exchange of letters was
that the US Trade and Tariff act (passed just before the US
election) authorised the President to make mandatory the 5.9%
figure in the 1982 exchange of letters. Denunciation, the
argument went (though doubted by BSC's US lawyers and ignored by
the Administration), would remove the legal basis for imposing the
5.9% limit. The Community has now to consider its next steps both
with the US and in the GATT.

The dispute is only one of a number of EC/US trade disputes,
including in steel. The US have behaved badly in so abruptly
repudiating a draft agreement negotiated in good faith with them.
Equally the EC producers (but not British) have brought
retribution on themselves by so greedily exceeding the admittedly
only indicative - but very specific - figure in the 1982 exchange
of letters. The dispute need not endanger the main EC-US Carbon
Steel arrangement or spill more widely: but its continuation would
lead to legal proceedings, anti-dumping and countervailing cases
in the US and to retaliation of compensation is not paid in the
GATT. This process could in turn lead to damaging wider
conseguences e.g. in EC pressure to retaliate against US corn
gluten feed and soya exports.

So it is welcome that the Americans are prepared to reconsider,
Our interest is, like Chancellor Kohl's, in getting the US back to
the negotiating table; and, in any such negotiation, to ensure
that the UK's share is cut back less, and certainly no more, than
pro-rata with any new figure lower than 7.6%. (The UK share of
7.6% would have been 0.42%).

I am copying this to the Private Secretary to the Minister for
Trade.

\/rwrje»-en;

cc: PS/Mr Channon C(tm B ! !
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SL2AAS CONFIDENTIAL

PRIME MINISTER

DUBLIN: THE MEDIA

The media will be interested in only three things at the

European Council, in descending order of fascination:

(i) how you behave towards Dr FitzGerald;

(ii) the security blanket; and (much more marginally)

(iii) your post-Fontainebleau (and post-Paris/Avignon)

brand of Europeanism.

In short, the media are unlikgly to be much interested

in substance; much more with appearahces.

Your objectives

You wish to return from Dublin with Anglo/Irish relations

no worse and if possible, improved.

You wish to see Fontainebleau sewn up and enlargement

unblocked. If the latter is achieved you could béy_é'handsome
tribute to Dr FitzGerald for his efforts on the Continent over

the last few days.

Irish objectives
e = —__:_- — S — —

To ease Dr FitzGerald's pain and suffering - if possible
by getting you to see at least some good in the Forum Report
and to recognise the Nationalist minority in Ulster; and to

have a successful Summit in Community terms.

Handling of the media

I shall have to give a press briefing on arrival. I
think it would be helpful if I could take the following line

in response to questions:

(1) the Prime Minister recognises that Dr FitzGerald is

CONFIDENTIAL
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going to be a very busy man as President; but no

doubt they will chat in the margins;

there is no question of apologising, retracting or
in any way dwelling on the press conference after
Chequers. You then said absolutely nothing new;
nothing over and above what Mr Prior said in July;
or nothing you had not made clear to Dr FitzGerald
and his party at Chequers. The talks were after
all the most realistic you have had with the Irish

Prime Minister.

it is far better to proceed on the basis of realism

than fantasy; : =
both sides wish to go on talking and intend to do
so preparatory to further meetings of Heads of

Government in the New Year.

the objective of these talks is to promote peace
and stability in Northern Ireland in which the
Republic, as a border side, has a vested interest;
and to bring about, a steady if possible,
reconciliation between majority Unionists and

minority Nationalists.

you do care for all the people of the United
Kingdom whatever political label, whether Unionist
or Nationalist, and you feel equally responsible
for all UK subijects.

You will wish to consider ngpher I could also say that
you have prlvately communicated with Dr FitzGerald before the
European Council and how far, if at all, I can go in

discussing the flavour as distinct from content.
I think it would be useful if I could let it be known

early that you had a chat with Dr FitzGerald in the margins,
and if you could be photographed with him early on, provided

CONFIDENTIAL
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you do not appear to have contrived this.

Press Conference and Subsequent Interviews

I shall prepare a brief for you and will operate on the
assumption that you will give the BBC, ITV, and IRN interviews
afterwards. At this stage I think it would be unhelpful to

give interviews to the Irish media. They will only be out to

cause mischief.

The press conference will be difficult enough and it will
be important for you to refuse to be drawn into a discussion
on Chequers, the subsequent press conference or the state of
Anglo/Irish relations beyond saying that you are going to
continue talking to try to promote peace and stability in a

realistic atmosphere.

You may care to have a word with me on the 'plane.

Bernard Ingham

2 December 1984

cc Mr Butler
Mr Powell

Jean Caines

CONFIDENTIAL
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CONFIDENTIAL

PRIME MINISTER

EUROPEAN COUNCIL

I have been talking to Michael Butler. We find the European

Council briefs deficient in some points,

—

Enlargement: Industrial Tariffs

The brief is full of suggestions for possible compromises,
. — e

when compromise is the last thing we need at the moment.

———, e ————

(i) There is common Community position at the moment

which protectsour interests. Davignon is negotiating

e —

with the Spaniards on it. So far, he has not got them

e

within a mile of it. He needs to go on negotiating until

v —————————

they get closer. A move now to a new Community position

would be tactically wrong: it would only mean that we

should have to move again later.

Rather than promoting compromise you should explain the

great political and economic importance of this issue to

us and insist that the Community stick to its present

position until t is evidence that the Spaniards are
-_____,____-—-'——v-x

prepared to move much closer to it than they did last

—

week, There is no need for discussion of possible

——

—

compromises while negotiations are actually in train.

Budget Discipline

The brief does not explain adequately what is likely to be needed

to solve this problem. We must keep the original budget discipline text
e e— —————

But some small bone must be tossed to the Assembly. This could be

in the form of separate draft conclusions on a meeting which took
e ——— ——__.___________‘_-_-"_
/place between
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place between the Council and the Assembly, and this could be

—y

incorporated in a letter to the Assembly - a stronger version

—

of that in Annex B to the brief.
A ———

This is really a job for Foreign Ministers. But the Greeks

and Italians may see it as offering them leverage to get IMPS

and may therefore insist that it comes to Heads of Government.

A ————

IMPS

The brief takes you straight from our present blocking line

—_—

to an offer of 500 million Ecu over two years. There are some

— —

intermediate fall-backs which it would at least be worth trying:

(i) To argue that it is not appropriate to fix a long-term
figure now., It is agreed already that money will come

out of the structural funds, But no new ceiling has yet

been agreed for the Feoga structural fgpqqand until that

is done it would be better to settle only a figgzg for
the UL JORT,

Why then does the European Council not set a sum for
1985? For instance, the Budget Council has set aside

-

50 million Ecu in Chapter 100: that could be distributed

among the three structural funds (Fgoga, Regional and
— =

Social funds) for IMPS in 1985.

'-'-:_"'_.:J-\

Once you get locked into discussions on the long-term figure

T — R —

it is unlikely that it would be possible to settle as low as

500 million Ecu. The Germans - who will pay 40 per cent of it -

i —

are already talking of 1,000 million Ecu.

—_—

/Doodge Committee
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Doodge Committee

The brief suggests that we should be pressing for the Doodge

——
———

Committee to produce aq_agreed final report for the next European

Council. But that is virtually inconceivable. With people like

—

Faure on the Doodge Committee who have a vested interest in the
P —— ——

powers of the European Parliament, there is no way that we are

going to get an agreed report. An alternative tactic would be to
__.________._._—-—-—"'__

try to bat it away to Foreigqﬂﬁig}stqu. The line might be that the

S

— = =

Doodge Committee have done splendid work but it is doubtful whether

it is really the body to go deeply into these issues. Instead,

Foreign Ministers might take it up and have some of the detailed

points examined further, and then themselves report to the next

—t

European Council on whether or not it is worth calling an

—

Inter-Governmental conference.

Famine in Africa

There seems a risk that the Irish President and the French

will try to spring on the European Council a text committing the
ikt il (2.0

Community to massive additional food aid. The brief does not

provide adequate material for contesting this. I have asked for

a new one to be prepared in the course of today which we shall

have early tomorrow.

I am, of course, ready to discuss any of these points if

you would find it helpful.

CHARLES POWELL

2 December 1984
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PRIME MINISTER'S PRESS CONFERENCE: NORTHERN IRELAND

Ithwlf
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Ly

Northern Ireland at the press conference. They are likely to

There will inevitably be a number of gquestions on

focus oH—tBé New Ireland Forum report and on the Prime

Minister's alleged rejection of ‘alienation'.

—

; E) 0 wal™
In response to gquestions about her remarks on the New ( i)
Ireland Forum report at the press conference following the \F”&“””D(”K
Anglo-Irish Summit, I suggest she should reply that she is in C“er&‘
the habit of answering the questions which she is asked. On (;I§;>
that occasion she was asked for her views on the three M2
specific models put forward by the New Ireland Forum - %/Q}i
unification, federation and joint authority - and repeated

what the Government had already said several times, namely

that none of these models would have been compatible with the
constitutional status of Northern Ireland as a part of the

United Kingdom which a majority of people in Northern Ireland

wish to preserve. Since the Forum was dominated by parties

committed to an Irish nationalist viewpoint, it was inevitable

that there would be much in the report which the British
bttt Gt e Ao et i

N

Government would find unacceptable.

But there weée a%ig other elements in the New Ireland
foOvEY-
report which the eabinet have already described as helpful -

for instance its condemnation of violence, its emphasis on the

need for peacg_ggq_stability, its effect to identify common

ground between unionists and nationalists. We continue to
Lt AL

regard these as positive, and they were reflected in the

Communique of the Anglo-Irish Summit.

As regards alienatioﬁ, the Prime Minister might say that
it is important not to exaggerate the problem. The fact is
that many members of the minority community work positively
with or within the system. Equally she recognises - and this
again is nothing new and was said by Mr Prior - that there are
many other members of that community who do not have

e ———————— e ——
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confidence in that system and look more to the Republic. That
_____._.-—--—"'_'_-_._'_'_ e —— T —

is precisely the problem which both the British and Irish

Governments are committed to trying to allieviate.

If the Prime Minister is asked directly whether she has
sent the Taoiseach a message, I suggest she confirms that she

has but decline to be drawn on the content of a private

communication.

I attach a copy of the communique of the Anglo-Irish
Summit.

C D POWELL

2 December 1984

sl2aar




COMMUNIQUE

The Prime Minister, the Right Honourable Margaret Thatcher
FRS MP, and the Taoiseach, Dr. Garret FitzGerald TD, met at
Chequers on 18 and 19 November 1984 in the second meeting of
the Anglo-Irish Intergovernmental Council to be held at the

level of Heads of Government.

The Prime Minister was accompanied by the Secretary of State

for Foreign and Commonwealth Affairs, the Right Honourable

Sir Geoffrey Howe QC MP, and the Secretary of State for Northern
Ireland, the Right Honourable Douglas Hurd CBE MP. The Taoiseach
was accompanied by Mr. Dick Spring TD, Tanaiste and Minister for

Energy, and Mr. Peter Barry TD, Minister for Foreign Affairs.,

The Prime Minister and the Taoiseach exchanged views on
European Community matters, including enlargement to admit
Spain and Portugal, progress in creating the internal market,
the economic and social situation, including employment trends,

and the future development and financing of the Community.

The Prime Minister and the Taoiseach also reviewed current
issues in international affairs, including the efforts to relieve

famine in Ethiopia and other countries in Africa.

/ The Prime Minister




The Prime Minister and the Taoiseach revilewed the work
done under the auspices of the Anglo-Irish Intergovernmental
Council at both ministerial and official levels on political,
economic, security and cultural matters. They noted that much
detailed work was continuing at official level, and looked

forward to further meetings of the Council at 2ll levels,

The Prime Minister and the Taoiseach had an extensive
and constructive exchange of views on developments in relation
to Northern Ireland since their last major bilateral meeting
a year ago. In their discussions they took fully into account
the position of the British Government as set out in the debate
in the House of Commons on 2 July 1984; the report of the New
Ireland Forum; and the proposals of constitutional democratic
parties in Northern Ireland as set out in =~ documents published

in recent months.

The Prime Minister and the Taoiseach agreed that it was
a major interest of both their countries, as well as of both
the majority and minority communities in Northern Ireland,
that there should be lasting peace and stability in Northern

Ireland.

The Prime Minister and the Taoiseach agreed on the need for
efforts to diminish the divisions between the two communities in
Northern Ireland and to reconcile the two major traditions that

exist in the two parts of Ireland.

/ The Taoiseach




The Taoiseach also reaffirmed that it remained the wish
of the Irish Government that the iwo paris of Ireland should
come together by freely negotiated agreement and in peace,
but recognised that any change in the constitutional status
of Northern lreland as part of the United Kingdom would only
come about with the consent of a majority of the people of

Northern Ireland,

The Prime Minister reaffirmed that Northern Ireland was
part of the United Kingdom and that the majority in Northern
Ireland wanted it to remain so. At the same time she confirmed
that, if in the future the majority of the people of Northern
Ireland clearly wished for and consented to a change in the
constitutional status of Northern Ireland, the United Kingdom
Government would put forward and support legislation to.that end

in the British Parliament.
The Prime Minister and the Taoiseach agreed that:

(1) any attempt to promote political objectives
by means of violence or the threat of violence
must be rejected, as must those who adopt or

support such methods;

the identities of both the majority and the
minority communities in Northern Ireland should
be recognised and respected, and reflected in the

structures and processes of Northern Ireland




in ways acceptable to both communities;

the process of government in Northern Ireland
should be such as to provide the people
of both communities with the confidence that

their rights will be safeguarded.

co-operation between their two Governments
in matters of security should be maintained

and where possible improved.

The Prime Minister and the Taoiseach agreed that in the
ight of their discussion there should be close and continuing
dialogue on these subjects between the two Governments in the

framework of the Anglo-Irish Intergovernmental Council, with

a2 view to a further meeting between them within the coming months.

19 November 1984




10 DOWNING STREET

THE PRIME MINISTER 29 November 1984

Thank you for your letter of 22 November. I had indeed
noted and appreciated the trouble you took to make sure that
your presentation, both at your press conference and in the
Dail, followed the lines which we had agreed together at
Chequers and, as you say, I was careful to do the same at my
own press conference and in the House of Commons. I share
your concern that my references to the Forum Report and the
situation of the minority community in Northern Ireland have

been taken totally out of context.

As regards the Forum Report, when I was explicitly asked
at my press conference whether the British Government had
ruled out the three models put forward in Chapters 6-8 of the
Report, I was bound to reaffirm that none of these models is
acceptable to us. There was nothing new in that: it was
made clear by Jim Prior in his speech in the House of Commons
on 2 July, and I reaffirmed it to you when we met in London
at the beginning of September. If I had been asked for my
view on the Forum Report as a whole, I should certainly have
endorsed Jim Prior's references to those elements in the

Report which we found helpful. I acknowledge how much

personal effort and commitment you yourself have put into the

search for an acceptable way forward.

As to alienation, you will know from our talks both in
London and at Cheguers that I think that the ungqualified use
to exacerbate the problem which 1it

There is a danger that people
g I I
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will overlook the measures which British Governments have
taken in Northern Ireland in recent years to safeguard the
rights of both communities, and the extent to which members
of the nationalist minority are involved in the institutions
of the province. But I do not dispute that, though many
members of the minority community support the existing system
and work within it - for instance as members of the Northern
Ireland Civil Service and in other parts of the public
service - there are members of the minority community in
Northern Ireland who do not have confidence in the system of
authority and law and order and who look to the Republic, and
therein lies the problem which both of us are trying to

resolve.

I share your own conviction that our joint search for
ways of promoting lasting peace and stability in Northern
Ireland must continue. Neither of us underestimates the
difficulties; but I thought that our talks at Chequers were
valuable in helping to approach the problems realistically,
and the goodwill between us is a solid foundation on which to
build. For our part, we are reflecting carefully on the
ground covered in the Chequers talks, and I hope that we
shall be able before long to let you have an indication of
the areas which we believe that it would be fruitful to

explore further with you.

I look forward to seeing you at the European Council.




CONFIDENTIAL

Foreign and Commonwealth Office

London SWI1A 2AH

30 November, 1984
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European Council: Checklist

As usual before a European Council we have prepared
a checklist of things we want, things we-could accept
and things we could not accept at Dublin. I enclose a

COpy .

We have also, in consultation with other Departmants,
drafted possible language for the draft conclusions on a
number of subjects. I enclose a copy.

I am copying this letter and enclosures to David
Williamson, Cabinet Office.

\7;’3"“4\-1"9 -E_.P\EW
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(o Br bl

(C R Budd)
Private Secretary

C D Powell Esq
10 Downing Street
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UK OBJECTIVES FOR DUBLIN EUROPEAN COUNCIL

THINGS WE WANT AT DUBLIN

Enlargement

General

- to unblock discussion on enlargement;

- to get European Council to reaffirm 1 January 1986

accession target.

Specific

agreement on internal reform of wine regime, by obligatory

distillation of surplus table wine at dissuasive prices;

agreement on an EC position on fisheries which does not

undermine CFP by giving Spain early uncontrolled access;

maintainance of a position on Spanish Industrial Tariffs

—

which assures the UK twice our present level of reduced
duty quota access for cars on accession, with progressive
improvements thereafter, in the context of satisfactory
arrangements for general tariff dismantling (this is
unlikely to be the subject of detailed negotiations at
the European Council since discussions are continuing
with the Spaniards. We shall wish to emphasise the

importance to us of a satisfactory solution in this

chapter) ;

while avoiding substantive discussion, to endorse a

Community position on Spanish Agriculture;

CONFIDENTIAL




CONFIDENTIAL

Future of Europe

agreement that work of the Dooge Committee should continue
with a view to presenting an agreed report to Heads of
Government in March. Our attitude will depend on the

practical results that might be achieved.

Internal Market

- a commitment to completion of the internal market,

preferably with a timetable.

endorsement of European standards initiative and work in

further areas, in particular on advanced manufacturing

technologies and open systems interconnections.
- progress report on the above by June 1985.

New Commission

- agreement that there should be only one Commissioner per

Member State after enlargement.

Organisation of European Councils

- agreement to our suggestions for the work of the European
Council, particularly that Conclusions on substantive
issues should be agreed before issue.

A Rdwlion Yo A Sl et

Budget Issues

- Foreign Minister? formally to adopt the conclusions on
budget discipline on basis of the existing text, with a

letter from the Presidency to the Parliament.

CONFIDENTIAL
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reiteration of Brussels Conclusions

to work with Germans, French, Dutch and Danes to reach
agreement that IMPs should start in 1985, and should be
funded from within the structural funds, at the lowest

possible level.

8. Environment

- agreement on a Community regime avoiding any mandatory
application of 3-way catalysts, permitting (but not
requiring) their introduction in those Member States which
want them (notably Germany) but only for cars of 2 litres

Dr Nore.
request to the & December Environment Council to reach

final agreement on the details of introducing unleaded
petrol by 1989.

CONFIDENTIAL
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THINGS WE COULD ACCEPT AT DUBLIN

Future of Europe

some formalisation of PoCo, provided this did not further

constrain our independence of action on important national

interest.

greater use of majority voting where the existing Treaty

so provides, subject to maintenance of the Luxembourg

Compromise.

an examination of the relationship between the Council and

the Parliament.

Budget Issues

Proposed Commission amendments to budget discipline text
making provision for European Parliament's views to be

heard before reference framework is set;

Presidency Compromise, ie letter to the European
Parliament undertaking to hear their views before

reference framework is set:

[The question of the financing of the irreducible

1.3 billion ecu budget overrun in 1985 does not at present
look likely to arise. If it did, we could agree to
financing by bringing forward the new own resources; or by
an Inter-Governmental Agreement provided that simultaneous
provision was made in the new own resources decision for
the UK's 1000 mecu abatement; that expenditure financed
through the IGA was eligible for the Fontainebleau

abatement; and that the 1985 IGA was not reimbursable.]

CONFIDENTIAL
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IMPs

- a limited amount of extra financing for IMPs (not more

than 500 mecu in total over four or five years).

this could include agreement in principle to specific
provision for part of this sum to be alocated to IMPs
within FEOGA Guidance provided:

- this was contained within a new 5 year ceiling or

equivalent arrangement;

4., Environment

- general reference to the desirability of further

reductions in both SOy and NOg.

CONFIDENTIAL
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THINGS WE COULD NOT ACCEPT

Future of Europe

any formalisation of PoCo arrangements which further

constrained our independence of action on important

national interest.
any weakening of the present arrangement whereby it is
left to the discretion of each Member State to decide

where its very important national interests are at stake.

any significant extension of the powers of the European

Parliament.

Organisation of European Councils

- conclusions on substantive issues not previously cleared.

Budget Issues

any attempt to reopen the substance of the text on budget

discipline.

any suggestion that the Council should acgquiesce in the

European Parliament's attempts to secure powers over

revenue or to impose further expenditure side refunds on

the UK contrary to the Fontainebleau conclusions.

IMPs

- separate envelopes for IMPs in the Regional or Social

Funds.

CONFIDENTIAL
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- a commitment to IMPs for longer than 5 years.

any provision which would permit Spain or Portugal to

benefit from IMPs after enlargement.

5. Environment

any endorsement of the draft Combustion Plant Directive in

its present form.

endorsement of catalytic converters on Community wide

basis.

6. CAP
- any weakening in the existing commitment to guarantee
thresholds, restrictive CAP price policy and financial

guideline for agriculture.

any exemption from the provisions of the milk super-levy

agreement.




EUROPEAN COUNCIL, DUBLIN, 3/4 DECEMBER 1984

POSSIBLE LANGUAGE FOR THE CONCLUSIONS

(i) Future of Europe

Ad Hoc Committee on Institutions

1. The European Council received an interim report on the
work of the Ad Hoc Committee on Institutions under the
chairmanship of Progessor Dooge. The Council asked the
Committee to continue its work with a view to making an

agreed report to the European Council in March.

A People's Europe [Text agreed in the Committee]

2. The European Council has taken note of the interim report
of the Ad Hoc Committee for A People's Europe. It underlined
the importance, for the process of European construction, of
having the firm support of citizens of the Community
countries. It was pleased to note that the Committee has
begun its work by choosing a number of priority areas for
action and contacting, as appropriate, bodies representing
opinion in Europe, in particular the European Parliament.

The European Council has stressed the importance it attaches

to being given, at its meeting in June 1985, realistic and

important proposals, capable of improving the identity and

the image of Europe.

(ii) Budget Issues

3. The European Council takes note with satisfaction of the
Council conclusions on the measures necessary to guarantee
the effective application of budget discipline, adopted by
the Foreign Affairs Council in implementation of the
conclusions of the Brussels and Fontainebleau European

Councils.




(iii) Internal Market

4. The European Council, recognising the priority given
under the Treaty of Rome to the establishment of a common
market, calls on the Council to adopt, by the end of the
decade, the measures necessary to fulfil the provisions of

Article 3 of the Treaty.

(iv) Standards

5. The European Council welcomed recent progress on the
European standards initiative, and asked that this be pursued
as a matter of urgency. They also considered that there was
a need for early progress in other areas, in particular on
standards for telecommunications, open systems
interconnection and advanced manufacturing technologies. The
European Council asked for reports on the implementation of
the Community standards initiative and on progress in related

areas for its meeting in June 1985.

(v) Transport [Text proposed by Netherlands which we can

support]

6. The European Council recalls the declaration made at its
meeting on 19/20th March 1984, underlining that before the
end of the year specific time limits are to be set by the
Council concerning harmonisation of conditions of competition
and progressive liberalisation in the transport sector. The
Council is invited to take a formal decision before the end

of the year.
(vi) IMPs
7. The European Council, recalling the conclusions of its

meeting in March 1984, agrees that Integrated Mediterranean

Programmes will operate for four years and will be

implemented starting in 1985, through concerted action of the







ERDF, Social Fund and EAGGF Guidance Fund. In the case of

the EAGGF Guidance Fund a new five year ceiling will be

agreed taking account of the need to finance IMPS. The

council agreed that [IMPs should be financed from within the
existing structural funds] [the total sums available for IMPS
over the period should be 500 mecu] and that priority should

be given to implementation of IMPS for Greece in the first

instance.




) : 4"'6 o e
‘e~ e~4 Vant v

C,_ji }'Z( ’ /"‘L"-{__-/\-—'("(LIL\;J :

[ o, 'Lg - ]’ ) ey C(_ r\. 2( (._'_;/ j‘Q Jw s

Vs

V')C \“’"?cw\ 2 VN (:JL L= ,/\




CONFIDENTIAL

Foreign and Commonwealth Office

London SWI1A 2AH

30 November, 1984

Polish Church Agriculture Scheme

The Embassy in Bonn report that Chancellor Kohl or
Herr Genscher may be briefed to raise this subject with
the Prime Minister or the Foreign Secretary in the
margins of the European Council.

I attach four copies of a contingency brief, which
draws on the arguments in the Chancellor of the
Exchequer's letter of 26 November, which the Prime
Minister has endorsed (your letter of 27 November).

I am sending copies of this letter, with copies
of the brief, to David Peretz at the Treasury, David
Williamson at the Cabinet Office and Sir Michael Butler.

béVHtS e, ~

!

7 \ /> v
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(C R Budd)
Private Secretary

C D Powell Esq
10 Downing Street
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THIS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT
EHG (D) (84) (SUPPLEMENTARY) COPY NO

29 NOVEMBER 1984

EUROPEAN COUNCIL, DUBLIN
3/4 DECEMBER 1984
POLISH CHURCH AGRICULTURE SCHEME

Contingency Brief by Foreign and Commonwealth Office

INTRODUCTION

l. We understand that Chancellor Kohl or Herr Genscher
may raise this with us in the margins at Dublin. We are
the only Member State unable to agree to a Community

contribution to the proposed pilot scheme.

OBJECTIVE

2. If raised, to convince the Germans that our decision

not to contribute is final, and that no purpose would be

S —— '_"‘—-—-_______‘_‘___1
served by pressing us further on the subject; if they

and other Member States wish to contribute, they should

do so nationally.

POINTS TO MAKE

3. Have considered carefully the arguments for the

scheme advanced by partners. Have concluded that there

CONFIDENTIAL
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is no case for a contribution from British tax payers,

whether nationally or through the Community budget.

4. We recognise the social and political importance of
the Church in Poland, but do not believe that the
political arguments point convincingly towards EC

financial support for the scheme.

5. On the contrary, the scheme could act as.an indirect

subsidy to the Polish Government, enabling it to divert
corresponding resources of its own from rural

development to e.g. defence and internal security.

6. Poland does not in any case qualify on any criteria
for development assistance, and is clearly not in need
of the kind of urgent humanitarian relief provided by

the west in 1981.

7. European Governments are already effectively giving
substantial voluntary aid to Poland by their
acquiescence in the current de facto moratorium on
Polish debt. The right place for the west to help

Poland is in the IMF.

8. We could not justify a UK contribution at a time
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when there are many additional urgent demands on our aid
resources (e.g. sub-Saharan Africa) and all public
expenditure, including on overseas programmes, 1S

tightly constrained.

In these circumstances, further discussion in
Community of a contribution from Community funds
could only prove divisive and ultimately
fruitless.

We hope our partners will now accept without
making a fuss that agreement on this is
impossible and that national contributions from
those who wish to make them represent the only

way forward.

Acrimonious discussion in the Community could

only result in bad publicity for the scheme since
we should be bound to put forward the case
against western support for it.

It would moreover be unhelpful to our common
objectives on East-West relations for the Member

States to be seen to be wrangling over this.

CONFIDENTIAL
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BACKGROUND

1. The Polish Church have been considering since 1982 a
scheme to aid private sector agriculture, which would be
designed to increase output while improving social and
technical infrastructure in rural areas. They intend to
initiate 10 pilot projects, costing some $28 million, in
1984/85 - and, if these are successful, to extend the
scheme on a country wide basis, at an estimated

overall cost of $1.8 billion.

2. President Reagan has undertaken to ask Congress for

$10 million for the pilot programme, and the Polish
Government are looking for a similar contribution from
Western European countries (including private sources).
Within the Community, the Germans (and Genscher
personally) have been the scheme's main backers. All
Member States except the UK are prepared to agree to an
EC contribution to the pilot scheme. The cost of this
might be of the order of 10 mecu over two years - though
if the pilot scheme were to lead to the full scheme, the

costs of EC participation would be very much larger.

3. Ministers have decided that a Community contribution
is not justified, for the reasons given in the Points to

Make .

FOREIGN AND COMMONWEALTH OFFICE

30 NOVEMBER 1984
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European Council: Message from Dr Fitzgerald &“““”3 b% |
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I enclose a message from Dr Fitzgerald to the Prime :
g g “B { N

Minister about the organisation of next week's European
Council. The subjects suggested for discussion are as
efﬁgg¥éd. Dr Fitzgerald suggests the following order of Cﬁbf
work:

{
3 December: Afternoon /{L}

Economic and social situation

Enlargement
an—

——

Integrated Mediterranean Programmes

Introduction of interim reports of the Dooge

Committee and the ad hoc committee on a People's Europe
Dinner

Further development of the Community

Political Cooperation

4 December: Morning

Famine in Africa
Approval of European Council conclusions

Dr Fitzgerald does not refer to budget discipline.
As you know, the text on budget discipline was not adopted
by the Foreign Affairs Council this week. The Italians,
Belgians, Greeks and Luxembourgers are seeking a provision
in the text saying that the views of the European Parliament
will be heard before the reference framework is set. The
Danish Government cannot accept this but could accept a
Presidency compromiSe proposal whereby a letter would be
sent to the European Parliament (and would form part of
the Council's conclusions) making clear that the
Parliament's views would be heard. Argument on this
continued in COREPER yesferday with the Irish Presidency
eventually suggesting that the matter should be taken up
by Foreign Ministers in Dublin. The Foreign Secretary
agrees with this. The issue may have to come to Heads
of Government. The Greek Prime Minister sees it as
useful leverage on other issues, notably Integrated

/Mediterranean
RESTRICTED
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Mediterranean Programmes, and may insist on a discussion
in the European Council. But we should suggest—that
Foreign Ministers make a further effort to settle it
first.

———
I enclose a telegram with a draft message from the

Prime Minister to Dr Fitzgerald, sufgeésting that budget
discipline should be considered by Foreign Ministers
over dinner on the first day of the Council.

—

I am copying this letter and its enclosures to the
Private Secretaries to the Chancellor of the Exchequer
and Sir Robert Armstrong.

tﬂ?kvfi QN&”%

Clin Bndd

(C R Budd)
Private Secretary

C D Powell Esqg
10 Downing Street
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Dear Colleague

look forward te welcoming you to Dublin for the meeting of the European
wncil on the 3rd and 4th December. Now that the Council of Ministers have
concluded theitr deliberations this week, I am writing to you and our other

Since the European Council at Fontainebleau, considerable progress has been .
made in giving specific form te the decisions which were taken or confirmed .
there. However, work still remains to be completed in relation to these
decisions. .

The major outstanding issue is, of course, that of the enlargement of the
Commmities. The completion of the negotiations for the accession of Spain and
Portugal in time tc ensure their entry into the Community on 1 January, 1986,

has been a paramount priority for the Irish Presidency. Important progress,

of course, has been made, but these results have been marred by the inability

of Member States to reach agreement amongst themselves onositions to put to-the
applicant States on several vitally imEEEEEEE’EEEZEZ;

The Dublin Coumcil is, therefore, faced with & very considerable challenge.

The psychological impact on the applicant States of an inability to resolve now

the remaining questions would be serious and could have profound political

consequences. In Dublin I will be relying on your goodwill and commitment, and

that of our calleagues to clear the way for agreement at the Council on the

remaining issues by fbcusstﬁg on key points that could unblock these discussicns.
T B

I recall our agreement to have the first phase of integrated Mediterranean
programmes in place in 1985. We should consider at our meeting next week how
we might contribute to the rapid implementation of this agreement.

Tt will also be important and opportune, I suggest, particularly in view of
the current uncertainties, that in Dublin we have a discussion of substance on.
the economic and social situation in the Community. Indeed, it has been some
rime since the European Council has had an opportunity for such a discussicn.
Given the persistence of the dominant problem of unemployment, I consider it
essential that, on the basis of the Commission's Annwal Economic Report, we
discuss & collective effort to turn employment trends in a far more positive
direction, expleiting the European dimension, and the building on the significant:
progress made with stabilisation policies.

/We have




‘ We have received, and can, I hope, endorse the customary draft Annuzl Report
on progress towards EBuropean Union. But we will also have interim reports on the
work of the two ad hoc committess estzblished pursuant to the conclusions we
reached at Fontaineblesu. The interim report which has been presented to me by
the Chairman of the Ad Hoc Committee on Institutional Affairs has bsen circulated
earlier this week. [ ervisage that we might have a discussion based on this
Report which reflects the views of all members of theCommittee including a mmber
of reservations, and that we might ask the Committee to submit a final report
for the meeting of the European Council next March. In introducing the discussion
[ will ask whether there are any further matters which members of the European
Council would wish to have covered in the final report.

Under the rubric of European Pelitical Cooperation, [ feel that, to facilitate

a constructive discussion, we should focus on the topics which have been
recommended o us by our Foreign Minsiters. These are: the Middle East, Fast-West
relations, Central America and also Southern Africa. The prcﬁlem of terrorism

could also appropriately be raised.

I believe that we cannot overlook the terrible plight of the drought-striken areas
of Africa. Public opinion in the Community clearly expects us at the European
Cotncil to deal in a substantive and adequate way with what now is a major
international problem and one that is going to endure for at least a further
twelve months. Our discussion, I suggest, should centre on the present situation
in Ethiopia and the other affected areas, the present aid contributiens by the
Community and the Member States, but azbove all, on the undoubted need for further
contributions on a scaie that, with what we can reasonably expect to come from
other countries outside the Community, will meet - and be seen by our peoples to
meet - the scale of the need as assessed for the year ghead. I envisage that
our conclusions might also welcome the agreement to sign the third convention
with the ACP countries in Lome on 8th December.

If there are cther subjects you wish to raise or have discussed, I should
ppreciate it if you could let me know as sooOn as possible, so that I can

inform our Colleagues.

As to our agenda, I hope that, following the lunch offered by President Hillery
for participants at the Council, we can start our work at 3 pm on 3rd December.
We might perhaps start by discussing the economic and social situation and the
key questions we must deal with to umblock the enlargement negotiations. Then
we might discuss IMPs and finally before we break for dinner the interim reports

/o€ the




af the ad hoc committees could be introduced, without subsequent discussion,
hefore a recess at about 7 pm.

The discussion on the further development of the Community taking into accownt
the interim report of the Dooge Committee could take place over dinner, at
which the EPC topics might also be discussed.

On the following morning we might start with the African famine issue, and we
should approve our draft conclusions before lunch.:

I hope that this proposed manner of proceading will meet with your approval..

& meeting of the European Council at which the issues set out above are brought
to a successful outcome would provide a f£imm basis upon which to re-launch the -
Comumity in 1985 and would offer great hupe to the peoples of the Commumity,
including the applicant States. It is my hope, which I am sure that you share,
that we can achieve such a result next week.

End of message
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TELEGRAM NUMBER

REPEATED FOR INFO IMMEDIATE TO UKREP BRUSSELS AND OTHER EC POSTS
DR FITZGERALD'S MESSAGE ABOUT THE EUROPEAN COUNCIL

1t Please pass the following message from the Prime
Minister to Dr Fitzgerald.

BEGINS:

Thank you for your letter of 30 November about next
week's European Council. I Look forward to seeing you and other
colleagues in Dublin.

I am S o with your proposals for the organisation
of our discussions. There is one other issue which should be
settled. As you know, the Foreign Affairs Council this week was
unable to adopt the text on budget discipline on which the
Council reached a common position earlier in the month. The text
needs to be adopted in accordance with the conclusions of our
meeting at Fontainebleau. I know Peter Barry has worked hard to

find a way through the remaining difficulties. I hope that this

Catchword
/can

NNNN ends

telegram
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can very rapidly be agreed. I understand that you envisage

discussion between Foreign Ministers. ENDS.

o

HOWE
| NNNN

NNNN ends Catchword
BLANK
telegram




10 DOWNING STREET

From the Private Secretary 30 November 1984

Thank you very much for your letter of
30 November. I have arranged for the Prime
Minister's attention to be drawn to the
Taoiseach's letter at the earliest opportunity.

As I told Mr Dempsey, the Prime Minister
welcomes Dr FitzGerald's proposal to invite
M. Delors to dinner during the European Council.

(David Barclay)

His Excellency Mr Noel Dorr




A MEIREANN, LONDAIN

IRISH EMBASSY, LONDON

November 1984

Dear Private Secrevary
Following
I am now enclosing
in regard to the

the Taoiseach has
other Member State

our telephone
herewith
forthcoming

should be
f the Prime

glad if you
Minister.

Yours sincerely

A

Noel Dorr
Ambassador

Mr D M Barclay
Private Secretary
Prime Minister's
No 10 Downing Str
London SW1
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Text of letter f 1 Taois I Dr Garret FitzGerald TD

30th November

Dear Colleague

I look forward to welcoming you to Dublin for the meeting
of the European Council on the 3rd and 4th December.

Now that the Council of Ministers have concluded their
deliberations this week, I am writing to you and our
other colleagues to let you know how I see the content
and conduct of our meeting.

Since the European Council at Fontainebleau, considerable
progress has been made in giving specific form to the
decisions which were taken or confirmed there. However,
work still remains to be completed in relation to these
decisions. A

The major outstanding issue is, of course, that of the
Enlargement of the Communities. The completion of the
negotiations for the accession of Spain and Portugal in
time to ensure their entry into the Community on

1 January, 1986 has been a paramount priority for the
Irish Presidency. mportant progress, of course, has
been made, but these results have been marred by the
inability of Member States to reach agreement amongst
themselves on positions to put to the applicant states
on several vitally important issues.

The Dublin Council is, therefore, faced with a very
considerable challenge. The psychological impact on the
applicant states of an inability to resolve now the
remaining questions would be serious and could have
profound political consequences. In Dublan I will be
relying on your goodwill and commitment, and that of

our colleagues to cle the way for agreement at the
Council on the remaini issues by focussing on key points
that could unblock the discussions

I recall our agreement to have the first phase of integrated
Mediterranean programmes in place in 1985. We should
consider at our meeting next week how we might contribute

to the rapid implementation of this agreement.

It will also be important and opportune, I suggest,
particularly in view of the current uncertainties, that

in Dublin we have a discussion of substance on the economic
and social situation in the Community. Indeed, it has
been some time since the European Council has had an
opportunity for such a discussion. Given the persistence
of the dominant problem of unemployment, I consider it
essential that, on the basis of the Commission's Annual
Economic Report, we discuss a collective effort to turn
employment trends in a far more positive direction,

L ovis




exploiting the European dimension, and the building on
the significant progress made with stabilisation
policies.

We have received, and can, I hope, endorse the customary
draft Annual Report on progress towards European union.
But we will also have interim reports on the work of the
two Ad Hoc Committees established pursuant to the
conclusions we reached at Fontainebleau. The interim
report which has been presented to me by the Chairman of
the Ad Hoc Committee on Institutional Affairs has been
circulated earlier this week. I envisage that we might
have a discussion based on this report which reflects the
views of all members of the Committee including a number
of reservations, and that we might ask the Committee to
submit a Final Report for the meeting of the European
Council next March. In introducing the discussion, I
will ask whether there are any further matters which
members of the European Council would wish to have covered
in the Final Report.

Under the rubric of European politicial cooperation, I
feel that, to facilitate a constructive discussion, we
should focus on the topics which have been recommended
to us by our Foreign Ministers. These are: the
Middle East, East-West relations, Central America and
also Southern Africa. The problem of terrorism could
also appropriately be raised.

I believe that we cannot overlook the terrible plight of
the drought-stricken areas of Africa. Public opinion

in the Community clearly expects us at the European
Council to deal in a substantive and adequate way with what
now is a major international problem and one that is going
to endure for at least a further twelve months. Our
discussion, I suggest, should centre on the present
situation in Ethiopia and the other affected areas, the
present aid contributions by the Community and the Member
States, but above all, on the undoubted need for further
contributions on a scale that, with what we can reasonably
expect to come from other countries outside the Community,
will meet - and be seen by our peoples to meet - the scale
of the need as assessed for the year ahead. I envisage
that our conclusions might also welcome the agreement to
sign the third convention with the ACP countries in Lome
on 8th December.

If there are other subjects you wish to raise or have
discussed, I should appreciate it if you could let me
know as soon as possible, so that I can inform our
colleagues.

As to our agenda, I hope that, following the lunch offered
by President Hillery for participants at the Council, we
can start our work at 3 p.m. on 3rd December. We might
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Luxembourg, 30 November 1984

Dear Prime Minister,

On the eve of the European Council meeting in Dublin I felt it
necessary to inform you of the hopes and concerns of the European Parliament

with regard to the present situation in the Community.

The European Council has before it the interim report of the
'Ad Hoc Committee on Institutional Affairs' created at Fontainebleau, the
findings of which, if I am correctly informed, support the convening of

an intergovermental Conference to negotiate a draft Treaty of European

Union.

The European Parliament is more convinced than ever of the need
to undertake active preparations for the transition of the Community to a
European Union which would have greater strength, solidarity and effective-
ness, a Union for which it has proposed a founding act in its 'Draft
Treaty of European Union' adopted on 14 February 1984 by a large majority

of its Members.

I therefore hope that the Heads of State and Government meeting
in Dublin will manage to make a historic gesture by giving their agreement
to the convening of such a conference which could find a useful basis for
its work in the document drawn up by Parliament. This gesture would with-
out doubt be seen by the public as evidence of strong hope for the recovery
and renewal of a Europe faced with so many internal difficulties and ex-
ternal challenges. I hope moreover that our Assembly will be involved in

the work leading up to the adoption of thé new Treaty.

The Rt. Hon. Margaret THATCHER
Prime Minister

of the United Kingdom




The launching of such a process will not dispense the Community -
indeed quite the contrary - from resolving its problems and from continu-

ing to develop without any delay along the lines laid down by the Heads of

State and Government themselves, particularly at the most recent meetings

of the European Council in Fontainebleau and Brussels.

In this connection the first concern is the rapid conclusion of

the work of putting the Community finances in order.

The increasing of own resources is, in the eyes of the Parliament,

the cardinal priority: this increase, while reinforcing the principle of
the financial autonomy of the Community, should also allow it to meet its

obligations and in particular to take on the budgetary consequences of

enlargement and at the same time to finance new policies, the urgent need

for which is acknowledged by all.

Our Assembly is also in favour of better control of the develop-

ment of Community expenditure. It has sent several proposals to the Council

of Ministers, the most recent dated 15 November; as one arm of the Community's
budgetary authority, the Assembly has declared its readiness to take part

in an interinstitutional agreement which would make it possible to keep an
effective check on the growth of spending without putting any obstacles in

the way of the financing of new common policies; in this connection I must
particularly underline the fact that no 'budgetary discipline' machinery

can be allowed to usurp, directly or indirectly, the budgetary prerogatives

of the Assembly.

The European Parliament also hopes that the enlargement of the

Community to include Spain and Portugal will be accomplished without delay.
Of course it is important that the conditions of accession for these two
new partner countries should be carefully defined; but the higher cause of
Europe, both political and economic, calls for an agreement to take effect
on the scheduled date, as a token for European and world opinion of success

and hope for the Community and the future Union.

The recent conclusion of the new Lomé Convention is a very fel-

icitous manifestation of Europe's capacity to pursue and develop a generous,

innovative and large-scale policy of cooperation and development. The




Parliament has been unwavering and unanimous in its reassurance of its par-
ticular interest and support in this respect, while at the same time looking
for the parallel development of other cooperation activities such as food

aid: here the seriousness of the situation in Ethiopia and the Sahel countries

certainly calls for drastic and rapid action on the part of the Community.

Finally the European Parliament insists that the Community should
persevere with even greater determination in the strengthening of its in-

ternal policies. The consolidation of the internal market, progress to-

wards European monetary union, particularly by extending the role of the
ECU, and joint activities as regards research and new technologies form
the indispensible basis for economic recovery, for an effective campaign
against unemployment and for the strengthening of Europe's competitive
capacity in the world. Here I would like to refer to the draft 'Programme
for economic recovery' adopted by the Assembly on 27 March 1984 and for-

warded to the European Council.

With the second election of the European Parliament by direct
universal suffrage just behind us and on the eve of the coming into office

of the new Commission, our Assembly confirms its wish to cooperate actively

with the other Institutions of the Community, respecting the powers and

responsibilities entrusted to each of them by the Treaties.

Yours faithfully,

P

Lot %

Pierre PFLIMLIN
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Foreign and Commonwealth Ofﬁ03//’

London SWI1A 2AH

30 November, 19
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European Council (Dublin): ETUC Meeting with the Irish

Prime Minister

The European TUC has had its traditional pre-DEuropean
Council meeting with Dr Fitzgerald. I enclose a copy
of their paper setting out their views.

The ETUC's paper follows familiar lines. It will
not be discussed at the European Council, though
Dr Fitzgerald may allude to it since he envisages a
discussion on unemployment.

I am copying this letter and its enclosures to
the Private Secretaries to the Secretary of State for
Employment and Sir Robert Armstrong.

Teors ostr

QR ERG l

(C R Budd)
Private Secretary

C D Powell Esq
10 Downing Street
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CONFIDENTIAL

[rrame exmmrm~es)

FCO DESKBY 3012002

UKREP BRUSSELS, DUSBLI#N
INFO SAVING OTHER EC POSTS

UKREP BRUSSELS TELMO 3994: DUBLIMN EUROPEAN COUNCIL: |TALIAN
OSITION

SUMMARY

1. CRAXI UNLIKELY TO BE WELL PREPARED. DISTRACTED BY CRACKS

IN HIS COALITION AT HOME. MAIN PITCH LIKELY TO BE NEED FOR
TANGIBLE PROGRESS OM EUROPEAM UMION. ITALIANS %WILL FIGHT HARD

ON WINE IN CONTEXT OF ENLARGEMENT. CAUTIOUS EMPHASIS ON CONTINUITY
IN THE POLITICAL COOPERATION FIELD, WITH MIDDLE EAST AND

LATIN AMERICA THE TwO MAIN LTALIAN INTERESTS.

DETAIL

2. CRAXI- AND ANDREOTT! wlILL BE ATTEMNDING THE EUROPEAN COUNCIL
BOTH WEAKENED BY DOMESTIC POLITICAL PREOCCUPATIONS. ALTHOUGH
AND

NDREQTT I SURVIVED THE RECENT PARLIAMENTARY ATTAGKS ON HIM
(MYTELNO 789) HIS STANDING HAS BEEN DAMAGED « CRAXI IS IN TROUBLE
OVER HIS GOVERNMENT'S PLANS FOR CRACKING DOWN ON TAX EVASION AND
THE COALITION 1S WOBBLIER. IN ADDITION HE HAS SPENT MUCH OF
THE LAST TWQ WEEKS AWAY FROM ROME (IN EGYPT, SAUDI ARABIA
AND THIS WEEK IN ALGERIA). HE HAS HAD LITTLE TIME-TOTOCUS ON
THE DOSSIERS FOR DUBLTN-"THE FOLLOWING IS BASED ON DISCUSSION
WITH HIS OFF ICE AND THE MFA.

3. THE FOREIGN AFFAIRS AND CONSTITUTIONAL COMMITTEES OF THE
ITALIAN CHAMBER OF DEPUTIES HAVE BOTH CALLED UPON THE GOVERNMENT

TO MAKE EARLY TANGIBLE PROGRESS ON THE DRAFT TREATY ON EUROPEAN
UNION AND TO MAKE THIS TS MAIN PRIORITY FOR DUBLIN. WE CAN

EXPECT CRAX! TO BE VOCAL IN SUPPORT FOR THE WORK OF THE DOOGE
COMMITTEE AND TO GIVE NOTICE OF WIS TNTENTION TO MAKE 1T THE

MAIN PRIORITY OF THE ITALIAN PRESIDENCY, wITH A VIEW TO THE CALLING
OF AN INTERNATONAL CONFERENCE ON ZUROPEAN UNIOM BEFORE THE END

OF JUME. HE WiLL BE LESS CLEAR ABOUT THE OUTCOME OF SUCH A CONFER—
ENCE. ALTHOUGH RELIEVED THAT, FOR ONCE , THE BUDGETARY ISSUES

DO NOT SEEM LIKELY TO DOMINATE THE AGENDA, BOTH CRAX! AND ANDREOTTI
ARE LIKELY TO PRESS FOR FURTHER CONSULTATION wiTH PARLIANENT O
BUDGET DISCIPLINE. THE CONCEPT HAS NOT TAKEN ROOT HERE, BUT THE
ITALIANS WILL NOT STAND OUT AGAINST AGREZMENT IV

CONFIDENTIAL




I'T 1S HARDER TO JUDGE HOW FAR THEY wiLL STAND OUT-ON WINE.
MUCH MAY DEPEND OM THE COMPENSATION, |F ANY, OFFERED TO ITALY,
1S RELEVANT THAT THE ; t ROME TOLAY, NO DOUBT
IMPS. FITZGERALD IS ALSO @ ( E COMPROMISE
SHALL REPORT IF wE HES? Afl J MINUTE DEVELOP=-

HE INTERNAL ! K RANKS HIGH Ofl FPAPL DUBLIN WiLL
USEFUL OPPORTUR { EMIND T 1ANS TH THIS

OF INTES ARKET 1SSUES

JF SERVICES ON WHICH THEY HAVE

i THE POLITICAL 2
ESS CONTINUITY AND N i IRAC PECULATION OF
AMBITIOUS INITIA-&VES.
FOLLOW=UP TO
VERTLY FOR 0 B (IS - ?ATHER THAN OFFICIAL LEVEL.
HEY WiLL ALSO WANT TO WITH THE OTHER COUNTIRES
ATIN AMERICA, ESPECIALLY THOSE (N THE EOUTHEPN CONE. THEY
MDREOTT) TO MAKE A '"'CONTACT MISSION '' TO_MIDDLE EAST
OUNTRIES, IN LINE wITH THE RECOMMENDATIONS BEFGNE‘THE
BLIN SUMMIT, BUT SEE N THIS LITTLE MORE THAN A POLICY
MARKING TIME.THEY CGHiHTuE IO OPPOSE ANY REWORDING OF THE VEMNICE
RATIOM. THEY ARE ENCOUR 3¥ TH MT REINFORCEMENT
QF THE ARAB MODERATES, AMD IN THIS CONT ANDREOTT! wlLL ATTACH
IMPORTANCE TO THE PLO CONGRESS: I HEY W WANT TO KEEP A
LINE OPEN TO SYRIA TOO.

FCO ADVAMCE TO NO.10 DOWNING STREET, PS, RENWICK,
FAIRWEATHER ECD(1), WILLIAMSON CABINET OFFICE, ANDREWS MAFF,
UNWIN TREASURY.

FCO PSE PASS SAVING ADDRES Se

BRIDGES [REPEATED AS REQUESTED]

FRAME ExXTERNAL

EICI; () TADVANCED AS REQUESTED)

2
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SRS 1430 CCINFIDENTIAL
CONF IDENT 1AL

F¥ THE HAGUE 300945Z NOV 84 A

TO IMMMEDIATE FCO FRAME @x"“iﬁ“"'ﬂ
TELEGRAM NUMBER 395 OF 30 NOVEMBER

AND TO ROUTINE INFO UKREP BRUSSELS, DUBLIN

EUROPEAN COUMNCIL s 'DUBLIN 3/4 DECEMBER : DUTCH OBJECTIVES

SUMMARY

ot e e e

1. THE DUTCH HOPE THAT NEXT WEEK'S EUROPEAN COUNCIL WiLL RESOLVE

THE QUTSTANDING PROBLEMS OVER ENLARGEMENT (PARTICULARLY WINE), TAKE
—emy <

STEPS TO IMPROVE CO-OPERATION [N THE F|ELDS OF RESEARCH AND NEW

TECHNOLOGY (TO MEET THE CHALLENGE OF COMPETITION FROM THE US AND

JAPAN AND OF LONG-TERM UNEMPLOYMENT) AND TO CONTINUE PREPARATIONS FOR

THE RELAUNCH OF THE COMMUNITY.

—

DETAIL

2. WITH LUBBERS AND VAN DEN BROEZK IN PORTUGAL, IT IS DIFFICULT TO
GET AN AUTHORITAT|VE ACCOUNT OF DUTCH OBJECTIVES IN DUBLIN. BUT A
RECENT MEETING OF THE FOREIGN AFFAIRS COMMITTEE OF THE SECOND CHAMBER

ATTENDED BY THEM BOTH, PROVIDED SOME USEFUL POINTERS.

3. FIRST, THEY HOPE THAT THE BACK OF THE EMLARGEMENT NEGOTIATIONS
wiLL BE BROKEN WITH AN AGREEMENT ONM WINE LEADING TO COMPROMISES

ON THE OTHER QUTSTANDING DOSSIERS. BUT THEY DO NOT,IN VAN DEN BROEK'S
WORDS, WANT THE COUNCIL TO BE DEVOTED TO DISCUSSING ''SARDINES

AND TOMATO PASTE''. SECONDLY, LUBBERS WILL URGE THE CREATION OF A
'"'TECHNOLOGICAL COMMUNITY'® DESIGNED TO PROMOTE IMPROVED CO-OPERATION
AMONGST THE TEN IN RESEARCH AND DEVELOPMENT : THEY SEE EUROPE AS AN
ALSO-RAN M THE TECHNOLOGICAL RACE, WITH DAMAG|ING |MPLICATIONS FOR
THE LONG-TERM PROSPECTS OF EUROPEAN INDUSTRY AND [N PARTICULAR
EMPLOYMENT IN THE COMMUNITY. GOSSES (MFA) SAID THAT DUTCH MINISTERS
HAD PARTICULARLY IN MIND THE THREAT TO THE EURQPEAN CONSUMER
ELECTRONICS INDUSTRY FROM JAPAN BUT HAD NOT YET DECIDED WHAT SPECIFIC
COMMUNITY MEASURES WOULD BE APPROPRIATE TO COUNTER THIS.

b, THIRDLY, THE DUTCH WiLL BE LOOKING TO THE COUNCIL TO GIVE A
GENERAL STEER TO THE DOOGE COMMITTEE TO ENSURE THAT TS REPORT TO

THE MARCH EUROPEAN COUNCIL IS ALONG THE DESIRED LINES. THEY SHARE
OUR VIEW THAT MUCH STILL NEEDS TO BE DONE TO ACHIEVE THE OBJECTIVES
LAID DOWN IN THE EXISTING TREATIES. PART|CULAR DUTCH CONCERNS ARE
THE INTERNAL MARKET AND TRANSPORT :ON THE LATTERLUBBERS WILL

PRESS FOR INCLUSION OF A TEXT CALLING FOR A SPECIFIC TIMETABLE FOR
DECISIONS, BUT ARE UMLIKELY TO RESIST PROPOSALS FOR A NEw TREATY OR
AN INTER-GOVERNMENTAL CONFERENCE |F THESE ARE PRESSED BY OTHERS. THEY

e e o
CoNFIDENTIAL |peree




ICULARLY ON BUDGETARY
JORRIED THAT CURRENT
EUROPEAN PARL |AMENT MAY SPILL OVER INTO THE
E A REAL NEED FOR INSTITUTIONAL REFORM .IF THE
COMMUNITY BE REINVIGORATED IN THE LONGER TERM s THEY FEEL THAT
INCREASED USE OF MAJORITY VOTING |S ESSENT{AL, THAT THE COMMIS3ION
SHOULD RETURN TO ITS ORIGINAL ROLE AS EXECUTOR OF THE COUNCIL'S
DECISIONS AND THAT THE POWERS OF THE PARL |AMENT MUST EVENTUALLY
BE STRENGTHENED (PERHAPS IN THE LEGISLATIVE FIELD).

CHAPMAN
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GERMAN VIEWS ON THE DOOGE COMMITTEE
SUMMARY

1. RUHFUS'S DEPUTY FOR TwlS SUBJECT REAFFHRMS THAT THE FELERAL
CHANCELLOR wilLL WANT CONCRETE STEPS FORWARD #N A NEW TREATY,
NOT JUST A LECLARATORY DOCUMENT. HE EMPHASIZES GERMAN WISH
FOR CLOSE CONSULTATION wiTH Tﬁf UK, HE EXPECTS KOHL TC SPHING
N0 SURPRISES AT DUBLiInN COUNCIL.

DETAIL

2. FOLLOWING YOUR MEET:ING WITH RUHFUS ON 26 NOVEMBER, MINISTER
AND COUNSELLOR (ECONOMIC) HAD A LONG TALK TODAY WiTH TRUMPF,

WHO UNDERSTUDIES RUHFUS ON DOOGE COMMITTEE METTERS. WE SALD

THAT T WOULD BE EVIDENT TO THE GERMANS, FROM MR RiIIFKIND'S
APPROACH AN THE DOOGE COMMITTEE, THAT THE UK WAS POSIHTUNE ABOUT
MAKING PROGRESS: THAT THOROUGH DJSCUSSION OF SUBSTANCE AMONG ALL
THE TEN WAS MUCH MORE IMPORTANT THAN SPEED: THAT BRIT:ASH WIEWS
WOULD BE GREATLY AFFECTED BY THE DEGREE OF PROGRESS ON CONCRETE
MATTERS LIKE COMPLETING THE InTERNAL MARKET: AND THAT WE VERY
MUCH HOFED THAT THE GERMANS WOULD NOT (NOT) SPRING ANY SURPRISES
AT DUBLIN.

3. TRUMPF RECOGNISED THAT THE BRITISH APPROACH wWAS POSITIVE.
HE SAID THAT KOHL %OULD NOT (KOT) TRY AT DUBLAN TO BOUNCE THE
EUROPEAN COUNCHL INTC ANY NEwW DECIS-JONS, BUT WOULD PROBABLY
WARMLY ENDORSE THE :JUEA AN THE :NTERIM REPLRT OF AN «INTERGOUVERN—
MENTAL CONFERENCE AND SUGGEST THAT THE DOCGE COMMITTEE SHOULD
T ——a—,
CONSIDER THE MODALGTHES. ASKED WHY THE GERMANS WERE +N SUCH A
p————
HURRY, TRUMPF SAID THAT THE (INTERNAL POLITICAL SITUATIHOW N FRANCE
(NCLUDING THE ATTITUDE OF THE PFRESIDENT) AND THE FRG, AND THE
Pe——
TIME THET REMAINED BEFORE ENLARGEMENT, PRCSENTED A wINDOW OF
OPPORTUKITY THAT HAD TO BE SEINZED HE CHRANCELLOR wAS ALSO
—
FERSUNALLY (IMPATIENT TO SEE PROGR HE H&S DETERMINEL THAT
THE WESTERN ORIENTATION OF FRG SHOULD BE FURTHER STRENGTHENED,

NOT LEAST BECAUSE VGICES MIGHT OTHERWISE BE RAISEL IK PAKTS OF
-

PUBLIC OPINIGK FOR ''DIFFERENT OPTIONS''. TRUMPF RECOGWISED THAT
MURE HASTE COULD MEAN LESS SPEED, AND THAT THE CONSEQUENCES
F FAILURE COULD BE GRAVE. BUT PROGRESS V.IA THE ANTEGRATIONIST
TGO SLOW AND ANGTHER METHCD MAD TO BE TRIED.
SPAIN AND PURTUSAL WOULD NEED TG B3E COWSULTED. THAT COULL DELAY

(:(:)Ph'-'r\rbpq-r|l\l. Lﬁkﬂ49A£um¢ﬂop




WMPLEMENTATION BEYOND 1985. WE.EXPRESSED SCEPT-ACISM- ABOUT THE
PONNT ABOUT NTERNAL FOLITICSs THE NEXT GZHMAN ELECTIONS WERE

NOT UNTIL 1987 AND THE PACE sl DEVELOPING CUROPE CGULD HARDLY

BE DETERMINED BY THE DATE OF THE ELECTIONS TO THE FRENCH NATHONAL
ASSEMBLY.

4. ASKED TO DEFINE EURGPEAN UNION, TRUMPF SAID THAT THE RESULTS

—— e
OF An ANTERGOVERNMENTAL CONFERENCE wOULLD ONLY BE A STEP TUWARDS

THIS DESTINATIONS HE whS KOT CERTAIN THAT THE WORD ''UNION'!
...——-'__'-h. = e --‘b—-‘\-—...h ..
WOULL BE ESSEKTIHAL TO ThHt CHANCELLOR. WHAT WAS ESSENTIAL WAS
A SUBSTAWTIVE AND QUALIKTATINE MOVE FORWARD. A MERELY DECLARATCRY
ACT wWOULD NGT (WOT) SUFFUCE. THE FRG ATTACHED GREAT «(MPORTANCE
TO *?REE&EJ“G THE POWERS OF THE PLRLIAMENT AND TO MAJORITY VOTING.
\'_’-_-““/H‘/ - - - -
HE ACCEPTED THAT MANY OF THE THInGS THAT THE FRG WANTED WOULD
REQUIRE TREATY AMENDMENT AND THAT COULD BE VERY DIFFICULT TO
ACHIEVE, BUT HE THOUGHT THAT THE GREEKS AND CTHERS (BY
Y by -~ “ . - o
IMPLUCATHON (INCLUDING THE UK) COULD BE BROUGHT ALONG. BY MEANS OF
ECONOMIC CONCESSIONS. TRUMPF CONCEDED THAT #T wWAS NOT QUITE HONEST
TG MAKE FULFHLMEKRT OF THE EXISTING TREATY DEPENDENT UPCN CONCLUDING
/\,/\.A_/—h—-*’-“—-_‘-—w—-—-——_-'_‘-——-—-—__-a——————*‘-_
A NEW TREATY. HE COULD wOT ANKSWER A QUESTHON ABOUT WHAT A
— N L2 - e R : -
NEW TREATY COULD .SAY ON SECuURITY CCOPERAT:ION OK THE WAKE OF
THE REANAMATION OF ®/EY,

5. TRUMPF wAS AT FAINS TO STKRESS THAT THE FEDERAL CHANCELLERY AND
ThE AUSWAERT/IGES AMT WERE LETERMINED TO MAJUNTAIN CLOSE CONTACT

ON THIS SUBJECT wiITH THE UK. OFFICIALS HAD CONSIDERED ADVISING

THE FEDERAL CHANCELLOR TO SEER A BILATERAL WITH THE PM SIN DUBLIN
TO TELL HER WIS THINKING ON DOOGE COMMITTEE MATTERS. ON REFLECTION
THEY HAL CONCLULED THAT ThE PRESE OF OTHER COUNCIL JSSUES wOULT
GET N THE whkY AND THAT -IT wOULL NCT BE POSSHBLE TO FAND TIME TO
U0 JUSTICE TO ThE SUBJECT. 'LT wOULD BE BETTER TO PLAN ON A
THORQUGH LrISCUSSION BETWEEN ThE Twl HEADS OF GOVERNMENT AT THE
ANGLO/GERMAN SUMMIT ON 16 JANUARY.

FCU PLzASE ADVANCE TOs
NO 10, CABINET OFFICE = w-iLLi1AMSON,
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cc. Bernard Ingham

EUROPEAN COUNCIL - DUBLIN

I have not been following the Dooge Report. But

what is agreed at the Council, and said publicly

afterwards, on the powers of the European Parliament
will affect the European Democratic Group
(Conservative MEPs) and their Leader, Sir Henry Plumb.
As you know, Sir Henry is coming in to see the

Prime Minister this coming Friday, as one of his

regular meetings with her.

The purpose of this note is to say that, whatever is
decided, I hope the Prime Minister will be made
aware that some journalists might try to drive a

wedge between the Government and the EDG.

I think questions can easily be handled by the Prime

Minister saying that:

On whether there has been consultation -
"Conservative MEPs know my views just as

I know theirs".

On the powers of the Parliament - "Conservative
MEPs have made a major contribution

to making the Parliament more effective".

I have spoken to John Houston who will be talking to

the Foreign Secretary in a similar way.

$3
STEPHEN SHERBOURNE
30.11.84




Oifig an Taoisigh
29th November, 1984. Office of the Taoiseach

The Rt. Hon. Mrs. Margaret Thatcher, M.P.,
Prime Minister.

Theon Morueuk
[ JEgn ﬁ W4 gt A,
e J

I look forward to welcoming you to Dublin for the meeting of
the European Council on the 3rd and 4th December. Now that
the Council of Ministers have concluded their deliberations
this week, I am writing to you and our other colleagues to let
you know how I see the content and conduct of our meeting.

Since the European Council at Fontainebleau, considerable
progress has been made in giving specific form to the decisions
which were taken or confirmed there. However, work still
remains to be completed in relation to these decisions.

The major outstanding issue is, of course, that of the
enlargement of the Communities. The completion of the
negotiations for the accession of Spain and Portugal in time to
ensure their entry into the Community on 1 January, 1986 has
been a paramount priority for the Irish Presidency. Important
progress, of course, has been made, but these results have been
marred by the inability of Member States to reach agreement
amongst themselves on positions to put to the applicant States
on several vitally important issues.

The Dublin Council is, therefore, faced with a very
considerable challenge. The psychological impact on the
applicant States of an inability to resolve now the remaining
questions would be serious and could have profound political
consequences. In Dublin I will be relying on your goodwill
and commitment, and that of our colleagues to clear the way for
agreement at the Council on the remaining issues by focussing
on key points that could unblock these discussions.

I recall our agreement to have the first phase of Integrated
Mediterranean Programmes in place in 1985. We should consider
at our meeting next week how we might contribute to the rapid
implementation of this agreement.

Oifig an Taoisigh, Tithe an Rialtais, Baile Atha Cliath 2.
Office of the Taoiseach, Government Buildings, Dublin 2,
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It will also be important and opportune, I suggest,
particularly in view of the current uncertainties, that in
Dublin we have a discussion of substance on the economic and
social situation in the Community. Indeed, it has been some
time since the European Council has had an opportunity for such
a discussion. Given the persistence of the dominant problem
of unemployment, I consider it essential that, on the basis of
the Commission's Annual Report, we discuss a collective effort
to turn employment trends in a far more positive direction,
exploiting the European dimension, and building on the
significant progress made with stabilisation policies.

We have received, and can, I hope, endorse the customary draft
annual report on progress towards European Union. But we will
also have interim reports on the work of the two Ad Hoc
Committees established pursuant to the conclusions we reached
at Fontainebleau. The interim report which has been presented
to me by the Chairman of the Ad Hoc Committee on Institutional
Affairs has been circulated earlier this week. I envisage that
we might have a discussion based on this report which reflects
the views of all members of the Committee including a number of
reservations, and that we might ask the Committee to submit a
final report for the meeting of the European Council next
March. In introducing the discussion, I will ask whether
there are any further matters which members of the European
Council would wish to have covered in the final report.

Under the rubric of European Political Co-operation, I feel
that, to facilitate a constructive discussion, we should focus
on the topics which have been recommended to us by our Foreign
Ministers. These are: the Middle East, East-West relations,
Central America and also Southern Africa. The problem of
terrorism could also appropriately be raised.

I believe that we cannot overlook the terrible plight of the
drought-stricken areas of Africa. Public opinion in the
Community clearly expects us at the European Council to deal in
a substantive and adequate way with what now is a major
international problem and one that is going to endure for at
least a further twelve months. Our discussion, I suggest,
should centre on the present situation in Ethiopia and the
other affected areas, the present aid contributions by the
Community and the Member States, but above all, on the
undoubted need for further contributions on a scale that, with
what we can reasonably expect to come from other countries
outside the Community, will meet - and be seen by our peoples
to meet - the scale of the need as assessed for the year

Oifig an Taoisigh, Tithe an Rialtais, Baile Atha Cliath 2.
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ahead. I envisage that our conclusions might also welcome the
agreement to sign the Third Convention with the A.C.P.
countries in Lome on 8 December.

If there are other subjects you wish to raise or have
discussed, I should appreciate it if you could let me know as
soon as possible, so that I can inform our colleagues.

As to the ordering of our agenda, I hope that, following the
lunch offered by President Hillery for participants at the
Council, we can start our work at 3.00 p.m. on 3rd December.
We might perhaps start by discussing the economic and social
situation and the key questions we must deal with to unblock
the Enlargement negotiations. Then we might discuss I.M.P.s,
and finally before we break for dinner the interim reports of
the Ad Hoc Committees could be introduced, without subsequent
discussion, before a recess at about 7.00 p.m.

The discussion on the further development of the Community
taking into account the interim report of the Dooge Committee
could take place over dinner, at which the E.P.C. topics might
also be discussed.

On the following morning we might start with the African famine
issue, and we should approve our draft Conclusions before lunch.

I hope that this proposed manner of proceeding will meet with
your approval.

A meeting of the European Council at which the issues set out
above are brought to a successful outcome would provide a firm
basis upon which to re-launch the Community in 1985 and would
offer great hope to the peoples of the Community, including the
applicant States. It is my hope, which I am sure you share,
that we can achieve such a result next week.

Oifig an Taoisigh, Tithe an Rialtais, Baile Atha Cliath 2.
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GN AFFAIRS COUNCIL = 26-28 NOVEMEER
RATION FOR EUROPEAN COUNCIL

1. PRESICENCY INDICATED THAT THE FOLLOWING SUBJECTS ARE
LIKELY TO BE LISCUSSED AT THE EUROPEAN COUNCIL IN DUBLIN:

I) ECONOMIC SITUATION ==
I1) COOGE COMMITTEE INTERIM REFPQRT &
111) ANNUAL REPORT ON EUROPEAN UNION w-
IV) FAMINE IN AFRICA
V) CYPRUS (POSSIBLY)
V1) ENCARGEMENT (DEPERDING ON OUTCOME OF THIS COUNCIL)
VII1) POLITICAL COOPERATION

2. GERMANS HAVE INDICATED THAT KOHL MAY WwELL RAISE ENVIRONMENTAL
p———— -
ISSUES. PANGALOS (GREECE) SAID THAT IMPS wOULD ALSO NEED TO BE

—y

DISCUSSED IF NOT SETTLED AT THIS COUNCIL. PRESIDENCY FOOTNOTE.
3. LIST OF TOPICS MAY WELL BE REYISED AT END OF THIS COUNCIL.

BUTLER
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Charles Powell Esq
10 Downing Street
LONDON SW1

Deor Cliater

EUROPEAN COUNCIL: MIXED CREDITS

The Chancellor thinks that it would be very helpful if the Prime
Minister could find an opportunity to raise the question of
mixed credits with President Mitterand in the margins of the
European Council next week. In his wview it is wvery much in
the UK interest that progress should be made in the negotiations
with the Americans and others at the OECD Consensus meeting
from 10-12 December. At the moment, however, French intransigence
is blocking agreement on even a limited EC negotiating position;
and the risk of damaging US entry into the mixed credits field
is a real one.

The Chancellor proposes to raise the matter first in his talks
with M. Beregovoy during the Anglo-French Summit later this
week. We will, of course, let you know of any relevant
developments at that meeting. In the meantime I attach a brief
for the Prime Minister' use.

I am copying this letter to Len Appleyard (FCO) and
Richard Hatfield (Cabinet Office).

D L C PERETZ
Principal Private Secretary




MIXED CREDITS

POINTS TO MAKE

1. Important to agree on Commission's mandate for OECD meeting

on 10-12 December.

2. Not a question of bowing to US pressure. Commission's

proposals desirable in themselves.

3. Proposals deal with "transparency" only. They will make
unfair competition from others, eg Japanese, more difficult.
They involve no restriction on individual countries' freedom

of action.

4, If it would help, could clarify Commission's mandate further,
eg bymaking it clear tht face-to-face consultations would not
override an individual country's position if it did not agree

to a common approach.

BACKGROUND

Mixed credits are a method of financing exports of capital goods

by combining aid funds (a 25 per cent grant is typical) with

——ee

= akrey .
commercial credits. The UK favours the multilateral phasing

— 1 |. X . 3 .
out™ of mixed credits because they are a distortion of trade
and their use is provoking an escalating competition in export

subsidies.

The OECD Ministerial in May agreed that prompt action should
be taken to strengthen transparency and discipline in their
use. Since then the French (with Italian support) have blocked
proposals to this end in Community discussions. This has
irritated the Americans, who cancelled the last OECD consensus

meeting.

The Commission has now drafted a proposed negotiating mandate
for use at the OECD meeting fided for 10-12 Deecember. This

would: -




(1) Widen the definition of mixed credits to include all
forms of soft financing, including for example the device
used by the Japanese, Swedes and Austrians of 'preblending'
aid with commercial 1loans to produce subsidised interest

rates.

(2) Increase the period and threshold for the
prior-notification of mixed credits to competitors. At
present only offers of a grant element between 20 per cent
(the minimum permissible) and 25 per cent are notified in

advance and the period of notice is only 10 days.

(3) Introduce meetings between couﬁtry representatives

to discuss specific projects ('face-to-face consultations')

with a view to agreeing a common approach.

With the exception of the French, all EC countries (now including
Italy) have accepted these proposals. The French so far are

only prepared to agree to item (1).

The last chance of agreeing an EC negotiating mandate on these
lines is at ECOFIN on 10 December. The Commission's proposals
are limited in scope: they deal only with "transparency" and

do not involve restricting mixed credits (as the Americans,

and we, would 1like) at all. Nevertheless they would at least
allow negotiations in OECD to start. If there is no progress
the Americans are threatening to use mixed credits on a scale
which would seriously damage EC exports of capital goods. They

have already started offering mixed credits in one or two cases.
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