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SPEAKING NOTE
THE A1mM

THE DEVELOPMENT OF GREATER MONETARY COOPERATION WITHIN
THE COMMUNITY 1S AN AIM WE SHARE.

WE HAVE IN LONDON A MAJOR WORLD FINANCIAL MARKET.
WE WANT TO KEEP [T, INDEED EXPAND IT.

SO WE SUPPORT ALL PRACTICAL STEPS WHICH WILL MAKE THE
COMMUNITY'S CAPITAL MARKETS, INCLUDING LDHDDH; WORK
BETTER. ABOVE ALL WE SUPPORT GREATER LIBERALISATION,

WE HAVE DEVELOPED THE EUROBOND MARKET. WE FAVOUR THE
DEVELOPMENT OF THE ECU MARKET = AND HAVE IN THE LAST
YEAR ACTIVELY ENCOURAGED IT THROUGH THE INNOVATION

oF 1ssuing ECU Treasury BiLLs,

WE FAVOUR THE ABOLITION OF EXCHANGE CONTROLS = AND
BLAZED THE TRAIL OURSELYES BY ABOLISHING ALL UK EXCHANGE
CONTROLS WITHIN WEEKS OF TAKING OFFICE, 10 YEARS AGO.

IN SHORT WE ARE FULLY BEHIND MOST OF THE PROPOSALS
IN StaGE | OF THE DELORS REPORT - INDEED WE HAVE OURSELVES
IMPLEMENTED MOST OF THEM.

® THE DeLors REPORT

AT HANOYER WE ASKED FOR A REPORT WHICH WOULD PROPOSE
'CONCRETE STAGES LEADING TOWARDS ' Ecowomic anD MonETARY
Un1oN.

IN DISCUSSING THE 'PROGRESSIVE REALISATION' oF EMU,
IT 1S IMPORTANT TO THINK IN COMCRETE, PRACTICAL TERMS.
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We caN ALL THANK PresiDeNT DeELors AND HIS COMMITTEE

FOR THEIR REPORT. [T 1S A VALUABLE ANALYSIS. [T RIGHTLY
RECOMMENDS A STEP BY STEP APPROACH. [T SHOWS HOW MOMENTOUS
SOME OF THE IMPLICATIONS ARE, PARTICULARLY IN STAGES

2 AND 3,

WE AGREE THAT THE COMMUNITY SHOULD MAKE PROGRESS. |
AM READY TO AGREE HERE AND NOW THAT AN EARLY START
SHOULD BE MADE ON THE MEASURES THEY SUGGEST ForR Stace [,

[NDEED | AM CONTENT THAT STAGE | SHOULD START, AS THEY
RECOMMEND, on 1 Jury 1990.

| PARTICULARLY WELCOME THEIR CALL FOR THE ESTABLISHMENT
DURING STAGE | OF A SINGLE COMMUNITY FINANCIAL AREA,

IN WHICH J'.ﬂl.i.L MONETARY AND FINANCIAL INSTRUMENTS CIRCULATE
FREELY, AND BANKING, SECURITIES AND INSURANCE SERYICES

ARE OFFERED UNIFORMLY',

ﬁHD, OF COURSE;, THEIR CALL FOR THE COMPLETION OF THE
SINGLE MARKET, TOGETHER WITH A 'STRENGTHENING OF COMMUNITY
COMPETITION POLICY'.

[N SOME PRACTICAL RESPECTS, [ HOPE THAT THE COMMUNITY
WILL 60 FURTHER IN STAGE | THAN THE COMMITTE HAVE
RECOMMENDED. FOR EXAMPLE, IN RESPECT QF THE ECU, THE
REPORT MAKES ONLY THE RATHER MODEST SUGGESTION THAT

"ALL IMPEDIMENTS TO THE PRIVATE USE OF THE ECU SHOULD

BE REMOVED'. [ AGREE; BUT | RATHER HOPE THAT IN ADDITION
MORE MEMBER STATES WILL JoIN THE UK IM ACTIVELY PROMOTING
THE PRIVATE ECU MARKET. AND HOLDING ECUS IN RESERVES.

~ AND USING THE ECU AS A CURRENCY OF INTERVENTION.




You wiLL | KNOW EXPECT ME TO SAY SOMETHING ABOUT BRITAIN
AND THE ERM.

THE DELORS REPORT SAYS THAT IT WOULD BE IMPORTANT FOR
ALL MEMBER STATES TO JoIN THE ERM puring Staee [. LEeT
ME JUST REMIND YOU FOR A MOMENT OF THE REASONS WHY

WE HAVE NOT JOINED SO FAR.

BRITAIN HAS FROM THE START PARTICIPATED IN THE EMS,

BUT THERE IS NO DOUBT THAT IF STERLING HAD BEEN WITHIN
1Ts ExcHANGE RATE MECHANISM AT THE TIME OF THE SECOND
OIL SHOCK, OR INDEED THROUGHOUT THE PERIOD WHEN THE
POUND WAS IN EFFECT A PETRO-CURRENCY, MOVING IN THE
OPPOSITE DIRECTION TO THE DM IN RESPONSE TO ANY OIL
PRICE MOVE, OR ANY DEVELOPMENT WHICH THE MARKETS THOUGHT
MIGHT PRESAGE AN OIL PRICE MOVE, THE RESULT WOULD HAVE
BEEN DAMAGING, NOT LEAST For ERM,

WE DON'T KNOW WHAT THE FUTURE OF ©IL PRICES WILL BE,
NOR WHAT SUDDEN POLITICAL SHOCKS MAY TOUCH OFF AMNOTHER
INCREASE.,

Jur POSITION 15 THAT WE HAVE ALWAYS SAID WE SHALL JOIN
THE ERM WHEN THE TIME IS RIGHT,

EUT FICKING THE RIGHT TIME IS A PRACTICAL MATTER OF
WEIGHING RISKS AND BENEFITS. WE NEED TO GET IT RIGHT,
FOR GETTING IT WRONG WOULD HARM BOTH BRITAIN AND THE
CoMMUNITY,

As M, DELORS SAID A FEW DAYS AGOD, THE PRECISE TIMING
COULD NOT FOR OBVIOUS MONEY MARKET REASONS BE ANNOUNCED
IN ADVANCE. AND JUDGING IT IS, OF COURSE, A MATTER

FOR THE BRITISH GOVERNMENT ALONE.
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| REAFFIRM TODAY THE UNITED KINGDOM'S INTENTION TO
JOIN THE ERM, FAmMD | AM SURE YOU WOULD ALL AGREE THAT
THIS MUST BE DONE IM CONMDITIONS WHICH STRENGTHEN THE
ERM ITSELF AND PROVIDE ASSURANCE THAT AN ENLARGED ERM
COULD BE SUSTAINED,

WHAT ARE THESE CONDITIONS?

THEY ARE IN FACT SPECIFIED IN STace | oF THE DELoRrs
RErorT. THAT PROVIDES FOR:

COMPLETION OF THE INTERNAL MARKET

ABOLITION OF ALL FOREIGN EXCHANGE CONTROLS AND
FULL IMPLEMENTATION OF A FREE MARKET IN FINANCIAL
SERYICES

AND A STRENGTHENING OF THE COMMUNITY'S
COMPETITION POLICY

[N THOSE CIRCUMSTANCES = AND PROVIDED INFLATION IN
BRITAIN HAS INDEED BEEN BROUGHT DOWN SIGNIFICANTLY

AS WE INTEND - THE CONDITIONS WOULD CLEARLY EXIST FOR
STERLING TO JOIN THE ERM.

| HOPE THIS POSITIVE STATEMENT WILL BE WELCOME TO YOU,

LATER STAGES

LET ME NOW TURN TO THE LATER STAGES oF EMU ENVISAGED
IN THE DELORS REPORT. | HAVE SERIODUS DIFFICULTY WITH
SOME ASPECTS OF IT.

THE REPORT SPELLS OUT THE FUNDAMENTAL NATURE OF ECONOMIC

AND MOMETARY UNION, AND THE TRANSFERS OF NATIOMAL SOVEREIGNTY
WHICH WOULD BE INVOLVED, THE REPORT SETS OUT THESE
IMPLICATIONS., THEY WOULD INVOLVE AN ENORMOUS SHIFT

IN THE CONTROL OF ECONOMIC AND FISCAL POLICY. INDEED

AS THEY ARE NOW, THEY WOULD NOT COMMAND THE SUPPORT

OF THE BRITISH PARLIAMENT. | WOULD BE SURPRISED IF

SOME OTHERS WERE NOT IN FACT IN A SIMILAR POSITION,
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] ALSD HAVE GREAT DIFFICULTY WITH THE REPORT'S TREATMENT
OF FISCAL POLICY. IT ASSERTS THAT BINDING RULES FOR

THE BUDGETART POLICIES DF THE YARIOQUS MEMBER STATES
HUULD BE ESSENTIAL TO suPPuETIHE MONETARY UHIGH. |
FIND THAT VERY QUESTIOMABLE: EVEN IN FEDERATIONS,
CONTROLS OVER THE BUDGETS OF COMPONENT STATES ARE THE
EXCEPTION RATHER THAN THE RULE,

—

| QUESTION TOO THE REPORT'S ASSERTION OF THE NEED FOR
MASSIVE SUBSIDIES TO PERIPHERAL REGIONS. | SHoOuULD

HAVE THOUGHT THAT A BETTER ANSWER WOULD BE TO ENCOURAGE
GREATER FREEDOM FOR MARKET FORCES SO AS TO GET RID

OF DIFFERENCES IN COMPETITIVENESS.

| ALSO QUESTION THE ACCEPTABILITY TO COMMUNITY PUBLIC

OFINION OF ARRANGEMENTS AS LACKING IN DEMOCRATIC ACCOUNTABILITY
AS THE REPORT DESCRIBES. THE SUGGESTED EUROPEAN SYSTEM

oF CENTRAL BANKS WOULD BE LESS ACCOUNTABLE THAN THE

MOST INDEPENDENT OF OUR PRESENT CENTRAL BAnks - THE

BUNDESBANK.

| RAISE THESE QUESTIONS NOW NOT BECAUSE | SEEK ANSWERS
NOW BUT RATHER AS ILLUSTRATIONS OF THE KIND OF ISSUES
WHICH WILL HAVE TO BE ADDRESSED IN DUE COURSE IN THE
FURTHER WORK ON STAGES Il AND 1l "WHICH our FINANCE
MINISTERS ENVISAGE, Lok

IN PARTICULAR WE SHALL NEED TO LOOK AND SEE WHETHER
THERE ARE OTHER MODELS OF ECONOMIC AND MONETARY UNION
WHICH WARRANT CONSIDERATION, WE SHOULD NOT ASSUME
THAT STaces [I ano I1I conTain A MONOPOLY OF WISDOM
ON THE SUBJECT.
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THE 1ssues IN STAGES [l anD IIl ARE FUNDAMENTAL, BUT

l THINK WE ALL RECDGNISE THAT DECISIONS ON THESE MATTERS
ARE SIMPLY NOT ON THE CURRENT AGENDA. WE MUST STICK

TO THE PRACTICAL AND GO FORWARD INTO WHAT NEEDS TO

BE DONE MNOW.

CoNcLus 10NS

Our Financeé MINISTERS DEFINED PREPARING FOR STAGE I

AS THE PRIORITY TASK WHEN THEY CONSIDERED THE REPORT

AT THEIR MEETING IN SPAIN LAST MONTH. | AM SURE THAT
THEY WERE RIGHT, AND THAT WE SHOULD TODAY ENDORSE THEIR
VIEW,

THEY SUGGESTED THAT THE WORK SHOULD BE DONE 'AS A MATTER
OF URGENCY'., | AGREE.

IN SHORT, | BELIEVE WE SHOULD TODAY DECIDE THAT:

THE workK OF THE DELORS COMMITTEE HAS BEEN VALUABLE;
THEIR DESCRIPTION OF POSSIBLE LONG-TERM ARRANGEMENTS
REQUIRES MUCH FURTHER, LONGER-TERM, STUDY TAKING

IN OTHER ALTERNMATIVES AS WELL: BUT

-  THEIR RECOMMENDATIONS FOR EARLY ACTION ARE RIGHT,
AND SHOULD BE IMPLEMENTED.




-

.' DRAFT PRESS CONFERENCE STATEMENT ?/1 }l“h

THIS CouNCIL HAS HAD TO GRAPPLE WITH SOME VERY DIFFICULT {:{L
ISSUES AFFECTING THE FUTURE OF THE COMMUNITY,
ot hpart pacple
BUT THERE HAS-BEEN-A—WH-t—Ta-MAKE AS MUCH PROGRESS AS
WE CAN AT THIS STAGE, WHILE LEAVING LOMGER TERM ISSUES FOR FURTHER

DISCUSSTON,

—_

f-o—'_
AND WE—H#‘#‘E“-J!HHDUGHDUT THE LAST SIX MONTHS = AND PARTICULARLY

AT THIS MEETING = HAD THE BENEFIT OF AN EXCELLENT SPANISH PRESIDENCY.
W s AT :

BRITAIN HAS PLAYED A YERY ACTIVE PART IN ARRIVING AT CONCLUSIONS
WHICH WE CAN ALL ACCEPT - AN O Bef =i Otk o S=f iy
SHELSERET U Y &

LET ME TAKE YOU QUICKLY THROUGH THE MAIN ISSUES:

= WE HAVE A VERY GOOD REAFFIRMATION OF THE PRIORITY IMPORTANCE
OF COMPLETING THE SINGLE MARKET, WITH THE EMPHASIS ON THE AREAS
OF PARTICULAR INTEREST TO THE UNITED KINGDOM: FINANCIAL SERVICES,
TECHNICAL STANDARDS, TRANSPORT, PUBLIC PURCHASING.

~ IT 15 ACCEPTED THAT THERE WILL NOT BE A WITHOLDING
TAX, WHICH SOME HAD TRIED TO MAKE A CONDITION FOR THE ABOLITION
OF FOREIGN EXCHANGE CONTROL. YOU WILL RECALL THAT ABx. THE MAIN
COUNTRIES ARE COMMITTED TO ABoOLITION BY 1 Jury 1990 o

CHELKS
= WE HAVE ¢ WIDER ACCEPTANCE OF THE NEED TO KEEP EOWERSES

AT FRONTIERS AGAINST DRUGS, TERRORISM AND CRIMIMNALS, EXPRESSED
IN THE REPORT OF THE CO-ORDINATORS GROUP WHICH THE EUROPEAN
COUNCIL ACCEPTED, WHILE MAKING FREE MOVEMENT FOR LAW-ABILDING
CITIZENS A GREATER REALITY:

ON THE POLITICAL SIDE WE HAVE ALL EXPRESSED OUR UTTER CONDEMMATION
OF WHAT HAS HAPPENED IN EHIHA AND S5ET OUT A NUMBER OF MEASURES
WHICH WE HAVE ALL AGREED TO TAKE. WE HAVE ALSO REACHED CONCLUSIONS
oN THE MipDLE EAST, INCLUDING LEBANON ,

BuT OF COURSE THE MAIN I[SSUES HAVE BEEN ECONOMIC AND MONETARY
MATTERS AND THE SOCIAL DIMENSION.
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ON ECONOMIC AND MONETARY MATTERS THE MAIN PRACTICAL ACHIEVEMENT
OF THIS COUNCIL HAS BEEN TO AGREE ON THE EARLY IMPLEMENTATION
oF STAGE 1 oF THE DELors REPORT.

—
BT ME—dSTREMEND—O—WHAT THIS INVOLVES: COMPLETION OF
THE SINGLE MARKET, ABOLITION OF ALL FOREIGN EXCHANGE COMTROLS,
A FREE MARKET IN FINANCIAL SERVICES AND STRENGTHENING OF COMPETIT@® M
POLICY (WHICH MEANS REDUCING SUBSIDIES)., THESE ARE ALL THINGS
FOR WHICH THE UNITED KINGDOM HAS CAMPAIGNED STRONGLY AND WHERE
WE ARE WELL AHEAD OF OTHER MEMBERS OF THE COMMUNITY. —
gt ,_a—_b{,,{zﬁf;ﬂ; o e --ﬂir’-‘j*hfm.r.:. f.'._-' eld ﬂr—d-'*i":'l““r""{“
T [T ALSO INELUDES—THE-COMPLETTON OF THE Ex E-MECHANISM —
O~Top THE C#S. | MADE A STATEMENT ON THAT WHICH WAS RECEIVED POSITIVELY.
‘ et 10 Ehg
WE HAVE ALSO AGREED TO DO FURTHER WORK ON WHAT MIGHT EVENTUALLY
FOLLOW STAGE [. BUT WE HAVE REACHED NO CONCLUSIONS ABOUT THAT,
We HAVE ACCEPTED THE DELORS REPORT AS A GOOD BASIS FOR THIS

FURTHER WORK - BUT NOT THE ONLY BASIS. —
TE—

. ataetiro T WILL ﬁE.PGEﬁIELE TO BRING IN OTHER IDEAS AND OTHER APPROACHES 4+
L IEALSue o TENT, :
E

‘TO ECONGMIC AND MONETARY UNION.| BUT LET ME EMPHASISE THAT THERE =
IS ABSOLUTELY NOTHING AUTOMATIC' ABOUT GOING BEYOND StTace 1.
ALL THAT 15 FOR FUTURE DECISION.

THIS FURTHER WORK WILL OF COURSE BE DIFFICULT: THERE ARE
SUBSTANTIAL DIFFERENCES OF VIEW. BuT wh-SesiNFo=1T=1TN"a00b-
~EALTRSANE. WE SHALL OF COURSE SET ouUT BRITAIN'S VIEWS CLEARLY
AND VIGOROUSLY,

ON SOCIAL MATTERS, OF COURSE WE ACCEPT THAT THERE IS A
SOCIAL DIMENSION TO THE SINGLE MARKET. THE CONCLUSIONS CONTAIN ©
LJi;F ?EEEEEATISFAETGR? RECOGNITION THAT THE HIGHEST PRIORITY [§5 “**
(o~ JOB BREATEON, WE DO NOT BELIEVE THAT THE PROPOSED SOCIAL CHARTER
™ WOULD HELP JOB CREATION, AND THAT IS WHY WE COULD NOT ACCEPT
THE CONCLUSIONS OF THE JUNE SociaL AFFaIrs CoUNCIL, AND HAVE

CONFIRMED THAT REFUSAL HERE.
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WE BELIEVE THAT BY IMPOSING EXTRA BURDENS ON BUSINESS IT
WOULD MAKE THE COMMUMITY LESS COMPETITIVE. THERE ARE VERY DIFFERENT
TRADT IONS OF HOW WE HANDLE THESE THINGS [N DIFFERENT MEMBER
STATES AND WE DO NOT ACCEPT THE NEED TO HAVE IT ALL DETERMINED
FROM THE CENTRE.

L ek
and votudeny

.
THE COMCLUSIONS DO BRING OUT A ?ER?’IHPQETHNT PUIH » MNAMELY

THAT_NATIONAL_LEGLSLATION A =y usT L OVE
L& i LN F
AZ Eﬁﬂé&iﬁﬂglh ROLE — WE—WOULD—SAY—MORE—HMPORTANT — THAN COMMUNI-TY-

LEGISEATTON, WE SHALL BE PUTTING THIS POINT OF YIEW VERY STRONGLY
IN THE FURTHER DISCUSSIONS WHICH ARE—EWWSWEED. WILL 7 Pw PLaeé

LA—:— ,,H‘Lk‘b e

»

A~ To SUM UP, WE HAVE AGREED AT THIS COUNCIL ON WHAT CAN BE

DONE MOW AND WE HAVE SET THE SCENE fﬂﬁ FURTHER DISCUSSION OF

OTHER ISSUES OVER THE NEM¥=PEW MONTHS, TES, THERE ARE VERY
DIFFICULT ISSUES TO BE RESOLVED ON WHICH VIEWS DIFFER WIDELY.

BUT LET ME JUST REMIND YOU JUST HOW MUCH BRITAIN HAS CONTRIBUTED

TO SHAPING THE COMMUNITY OVER THE PAST FEW YEARS - REFORM OF

THE CAF, ESTABLISHING THE SINGLE MARKET, AND GETTING THE BUDGET
RIGHT. WE SHALL BE JUST AS ACTIVE AND JUST AS VIGORDUS IN FIGHTING

BRITAIN'S CORMER IN FUTURE DISCUSSION,

Now may [ HAVE YOUR QUESTIONS.
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FORELIGN AFFAIRS COUNCIL: 17 JULY 1789
FOLLOW UF TO EUROFEAN COUNCIL

SUMMARY

1. A LENGTHY TOUR DE TABLE ON FUTURE WDRK ON EMU. SOME PRESSURE
FOR A STRONG COORDIMATING ROLE FOR THE FOREIGN AFFAIRS COUNCIL
(FAC) . FRANCE ANXIOUS FOR RAPID PROGRESS. THE PRESIDENCY FROMISED
PROCEDURAL PROPUSALS, FUSSIBLY INVOLVING THE SETTING UP OF A HIGH
LEVEL GROUP.

DETATIL

2. DELDRS (COMMISSION) RECALLED THE DISCUSSION AT THE ECCGFIN
COUNCIL. THE WHOLE OF THE ©/10 SEPIEMBER INFORMAL MEETING WAS TO BE
DEVOTED TO STAGE I. THEY WOULD MEED TO CONSIDER IN PARTICULAR THE
STRENGTHENING OF THE ROLE OF THE COMMITTEE OF GOVERNORS OF CENTRAL
BANKS. AS FOR LATER STAGES (HE WOULD NOT CALL THEM STAGES 11 AND II1
SINCE THE DELORS REPORT HAD MOT BEEN ADOPTED AS SUCHY, THERE WERE
SIX QUESTIONS FOR THE FOREIGN AFFAIRS COMMITTEE TO CONSIDER:

(A) SHOULD THERE BE GREATER CENTRALISATION FOR MONETARY THAN FOR
ECONOMIC POLICIES AS H1S REPORT HAD SUGGESTED, IN VIEW OF THE SMALL

PROPORTION OF PUBLIC EXPENDITURE WHICH WOULD BE CENTRALISED COMPARED
WITH TYPICAL FEDERAL STATES?

LE) WHAT BINDING RULES SHOULD THERE BE ON MEMBER STATES AND CENTRAL
BANKET SHOULD THESE FOCUS OKW DEFICITS AMD THELIR FINAMCINGT

LC) HOW MUCH COHESION WAS MWEEDED?

(D} WAS THE NEW FEDERAL CENTRAL BANK PROPDSED IN HIS REPORT
] |
ACCEFTABLE? T\J‘I‘_ -L-—ﬁ,u’.r.

(E} SHOULD THE EUROPEAN CENTRAL BANK BE ACCOUNTABLE TO T EURDFPEAN
PARLIAMENT AND EUROPEAN COUNCIL? £
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() SHOULD THERE BE SOME DEMOCRATIC QUID PRO QUD FOR THE GROWING
EOLE S TFRE ST ETEN?

3. DUMAS (PRESIDENCY) NOTED THAT THE MADRID CONCLUSIONS INCLUDED
THE FOREIGN AFFAIRS CODUNCIL AMONG THE BODIES WHO WERE TO DO FOLLOW
UP WORK. ITS ROLE SHOULD BE ONE OF OVERALL COORDIMATION AND THE
PRESIDENCY WOULD PUT FORWARD SPECIFIC PROPOSALS. EYSKENS CBELGIUMI
THOUGHT THE FOREIGN AFFAIRS COUNCIL SHOULD HAVE A& CREATIVE ROLE
PARTICULARLY ON INSTITUTINAL ISSUES, IN ADDITION TO ITS COORDIMATING
ROLE. SOLBES {S5PAIN) S5AID THE FAC'S ROLE WAS MORE OME OF PROCEDURE
THAKN OF SUBSTANCE. MADAME CREESSON (FRANCEY EMPHASISED THE MEED FCR
SFEED. THE COMMISSION SHOULD SUBMIT ITS IDEAS AS 500W AS POSSIBLE 50
THAT THE TIMETABLE CoOULD BE ADHERED TO.

4, BEMSCHER C(GERMANY) S5AID IT WAS FOR THE PRESIDENCY TO DECIDE ON
THE PRECISE ROLE OF THE FAC WHICH SHOULD COMBINE COORDINATION WITH
MAKING 175 DWN CONTREIBUTION. MRS CHALKER REFERRED TO THE CONCLUZIONS
AQF ECOFIN. DN 10 JULY, EMPHASISING THAT THE ECOFIN COUNCIL SHOULED
TAKE THE LEAD ON THE BASIS OF THE WORK PROGRAMME WHICH THEY HAD
PISCUSSED, THE S5IX GUESTIONS POSED BY CELORS WERE WOT EXHAUSTIWE AND
WE SHOULD "'HASTEN SLOWLY"'. CALAMIA (ITALY) AND MOLLER C(DENMARK:
ALS0 SUFPORTED THE NEED FOR A SUBSTANTIAL ROLE FOR THE FORETGN
AFFAIRS COUNCIL .

5. POOS (LUXEMEOURGY SUPPORTED THE TIMETABLE PROPOSED BY THE
COMMISSION AND PEESIDEMCY AT ECOFIN. THE FAC SHOULD HAVE ITS NORMAL
COORDIMATING ROLE AND SHOULD HAVE EMU PERMAMEMTLY ON ITS AGENDA.
PAPOULIAS (GREECE) EMPHASISED THE IMPODRTANCE OF STRUCTURAL POLICY &S
PART OF STAGE I AMD AGREED WITH THE 10 JULY ECOFIN CONCLUSTIOMNS.
COLLINS C(IRELAND) AGREED WITH THE PRESIDENCY PROFOSALS FOR THE
TIMETAELE. PINEIRO (PORTUGALY SAID IT WAS TMPORTANT TO AVOID CLASHES
WITH ECOFIN ‘AND TO DEFINE CAREFULLY THE RESPECTIVE ROLES OF THE TwO
COUNCILS. NIEMAN (NETHERLANDSY SATD IT WAE FOR THE PRESIDEMCY TO
DECIDE HOW TQ SPLIT UP THE WORKE BETWEEN THE FAC AND ELOFIN.

&, CHRISTOFFERSEN {COMMISSION} SAID THE COUNCIL AND COMMISSION
HAD AGREED ON THE TIMETAELE PRESENTED 70 ECOFIN. ECOFIN'S ROLE WAS

TC DEAL WITH THE SUBSTANCE OF STAGE 1 AND THE MACROECONOMIC ELEMENTS
OF STAGES 11 AND 1117 THE FAC'S ROLE WAS TO MONITOR THE WORK, 10
FREFARE FOR THE EURDPEAN COUNCIL, TO DEAL WITH INSTITUTIONAL
QUESTIONS AND SOME ASSOCIATED POLICIES AND 70 PREPARE FOR THE TGC.
THE TIMETABLE AGREED AT ECOFIN WAS A TIGHT ONE. STAGE I MUST BE
PREFARED DURING THE FRENCH PRESIDENCY, WITH AGREEMENT IN FRINCIFLE
AT THE NOVEMEER ECOFIN S0 THAT THE STRASBOURG EUROPEAN COUNCIL COULD
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TAKE STOCK OF THE WORKE ON STAGE I.

.o DUMAS SAID THAT AT STRASBOURG IT MUST BE POESIEBLE TOD SHOW
DEFINITIVE PROGRESS ON STAGE 1 AND USEFUL PROGRESS OGN STAGES II AND
I11. 70 MAKE THIS POSSIBLE THE COMMISSION'S PAPER SHOULD BE READY IN
THE FIRST HALF OF SEPTEMBER MNMOT THE SECONMDE. HE ALSD SUGGESTED THAT
OHE WAY OF IMPROVING COORDTHMATION WOULD BE 7O SET UP A HIGH LEWVEL
GROUP OF PERSONAL REPRESENTATIVES, LIKE THE DONDELINGER GROUP 3ET UP
IN CONNECTION WMITH THE SINGLE EURDPEAM ACT. THE PRESIDENCY WERE
THINEING OF PUTTING FORWARD PREOPOSALS ON THESE LIKES.

8. DELORS SALD A PARPER CBULD BE PRODUCED: BY MID SEPTEMBER. BUT 17
WoULD BE A PAFPER SETTING OUT THE PROBLEMS . WOT GIVING FINAL ANSWERS.
THE COMMISSION NEEDED MORE TIME FOR REFLECTION AND TQ LISTEN TR
MEMBER STATE'S WIEWS.

9. MRE CHALKER SAID AWY PAPER SHOULD BE PREPARD FOR THE SEPTEMBER
INFORMEL ECOFIN, RATHER THAN FOR THE FAC. WE WERE OUBTFUL ABOUT THE
IDEA OF A HIGH LEVEL GROUP: THE DONDELINGER GROUP HADR EBEEN SET UP
AFTER THE CONVOCATION OF THE 1G6GC ON THE SEA. POOS AND KIEWMAN SAID
THEY WERE NOT KEEN ON A HIGH LEVEL GROUP. GENSCHER SAID HE WaS.

10. DUMAS CONCLUDED THAT THE COMMISSION HAD ACCEPTEC HIS PROPOSAL
T0 PRODUCE A DOCUMENT BY 15 SEPTEMBER AND THAT THE PRESIDENCY WOULD
SUBMIT CONCRETE PROPOSALS ABOUT THE FAC'S COCRDINATING ROLE.

HANNAY

DISTRIBUTION

MATMN 191

-FRAME ECONOMIC ECD L2

AODETIONAL

FRAME
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SEANISH AMBASSADOR {'w

11th July, 1989 9@
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I enclose a letter from the President of the
Spanish Gowernment Lo i Prime Miniater, in which
he thanka her for all her help during the Spanish
EEC presidency, and for aiLinlﬂh the recent Furo
pean Council in Madrid.

I should be grateful if you would give it to
Mrs Thatcher.

- v

o S

José J. Puig de la Bellacasa

Charles D. Fowsell, E=ag.
Private Eecretary to
the Prime Minister

[0; Downing Street
Landon SW1
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EL FRESIDENTE DEL GORIERNMD

Madrid, 1 de julio de 1989

SURTBCT (o MASTEL

Excma,. Sra. Margaret Thatcher C}FE
Primer Ministro del Reinc Unido de

Gran Bretana e Irlanda del Norte

LOKDEES

Sefiora Primer Ministro:

Al termino del ejercicic por parte de Espana
de la presidencia del Consejo de la Comunided Europea,
guiero agradecer la colaboracion de su Gobierno y la
suya personal durante el semestre transcurrido para
proseguir la tarea de la construccion eurcpea, muy
especialmente a 1a luz del Acta Unica y de los demas
compromisos juridicos y politicos gue nos unen.

Me produjo una gran satisfaccion poder
recibirle en Madrid hace unos dias con motive del
Consejo Eurcpeo, en el gue, gracias al esfuerzo de
todos ¥ 2 la actitud globalmente constructiva, pudimos
tomar algunas decisiones importantes para el disefo
futuro de la Comunidad v de Europa.

Tengo plena confianza en gue la Presidenecia
francesa, recien estrenada, desarrellara los trabajos
en marcha con eficacia ¥ con la vision adecuada para
afrontar los retos inminentes del proyecto europec. Por
mi parte, puedo reiterar la volurtad de mi Gobierno y
de mi pais, de seguir participando leal ¥
splidariamente en esa ambiciosa tarea.

Con mi renovado agradecimiente, reciba un
coralal saludo de,

Fawn nd2

Felipe Gonzalez Margueg
Presidente del Gobierno de Espafa




Eurppean Cowncdl | dadrid)

European Council (Madrid)

331 pm

The Prime Minister (Mrs. Margaret Thatcher): With
permission, Mr, Speaker, [ shonld Hike to make a statement
about the meeting of the European Council in Madrid on
26 and 27 June which 1 attended with my right bon. and
jearned Friend the Secrctary of State for Forsign and
Commonwealth Afairs.

The full conclusions of the Council have been placed in
the Library of the House. Economic and monetary matlers
were the main item on the Council’s agenda. Agreement
was reached on four points.

First, the objective of progressive realisation of
sconomic and monctary union was reaffirmed. This
objective was first see in 1972 before Britain joined the
Community and has sublequently been reaffirmed on
numersus occasions, including in the Single European A«
passed by this House, but no definiton of it wis agreed in
Miadrid,

Second, the report of the Delors committee, which wis
out an appronch o ceonomic amd monetary union by
stages, was accepied as E_.banis fior Masther work, but mol
the only hasis. 1t will be possible to bring in aiher 1dzas and
Giher approaches.

Third, the Council agreed that the measuress necessary
w0 nehieve the first stage of progressive realisation af
aconomic and menetary union will be implemented from
| July 199, These include completion off the s isarket.
iholition of all foreign exchange conirols, a free market in
fnancial s=rvices and strengihening of the Commumnity's
Sompetition poliey by reQucing state aids. They arc all
matters tor winch the Um ingdom has campaigned
strongly and where we are well ahead of the greal majoricy
of our European partnsts,

Mo decisions were reached on what should follow this
first stage, and stages 2 and 3 of the Dhelors report wens not
endorsed. Indeed, severnl delegations—ad only the
United Kingdom—made clear that they had subetantial
difficultics with them.

Fourth, it was agreed to carry out the preparatory work
for the wrzanisation of on eventual imiergovernmental
fonlerence to oy down subsequent stiges, bul such a
conference woubd meet oniy alter implementanucn ol the
first stage has begun am] and
Adequate prﬂpa.ra.l.ltun. Iis decisions would have to be
reached by unanimity and woukd requirs ratification by
this House,

Im short, we made as much Pprogress s can be made at
{his stage while leaving longer lerm jssues for further
discussion by Finance Ministers and central bank workers
aver the months and years zhead. We have ensured that
there is nothing auiomatc about the move to subsequent

5

Very difficult issues remain 1 be resolved. Ad iy night
hon. Friend the Chancellor of the Exchequer has made
clear, stages 2 and 3 of the Delors report would involve a
massive transfer_of sovercignty which | do not believe
would be m—tﬂp_ga_b_}l:'ln this Honse, They would also mean,
"E.ETEJEF. thie creation of & federal Europe.

The Government supper ihe ohjectve of closer
monetary co-operation, but will work for solutions which
leave crocial nomic decidons in our own hands

Although Britain’s membership of the exchange rate

mechanism of the European monelary sysiem was ool an
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issue al this Council, | reaffirmed our intention to join the
ERM. bus we must first get our inflation down, We ghall
lpok for satisfactory implementation of other aspects of
the first phase of Lhe Delors report, including [ree
movement of capital and abolition of foreign exchangs
contral.

The Council also discussed what is called the socidl
dimension. On this the United Kingdom's record 15 very
good. and 1 took with me to Madnd our own document
setting out our substantial achicvements in this ficld. We
have also ratified the Council of Europe’s social ch
unlike some of our Community colleagues. The Council's
conclusions on this subject recognise thal the highest
priority 15 10 create the conditions for more jobs, The
Cjowernment do not believe that the Communily's
praposed social charter would help to achicve this aim,
Indesd, we believe that impesing exira burdens on
ndustry would make the Community less competitive.
That is the main reason why my right hon. Fricnd the
Secretary of State for Employment was unable 10 accept
the conchusions of the June Social Affairs Council, and 1
confirmed that refusal in Madnd.

But the conclusions of the European Council brought
oul & very important point, raised by many Governments
during the discussion: that national legslation and
yoluntary agreements have @ legtimate iole in achitving
mm&rﬂmatmnman-nn& nol evervibing has
{5 B the subjegt of directives TTOpean
Community. We shall be putting that view very stromgly 1n
it r discussions which will 1ake place

[ shall summarize very briefly the oulcome of the
Council's discussions om the other main 1ssues. The
Council reaffirmed the priority task of completing the
single market with the emphasis o the areas of particular
importance for the United Kingdom—financial sarvices,
technical standards, ransport and puhlic parchasing. The
Council's discussions demonstrated that there will not be
a withholding tax on savings—a proposal which thie
United Kingdom has consistently opposed, The Council
welcomed the progress being made in the fight against
frand in relation to the Community budget. The Council
showed that there is wide acceptance of our need Lo keep
checks at fromiiers against drugs, terrorism and crimnals
while muking free movement of ordinary, law-uhiding
witizens o greater reakity.

In political co-operation, the Heads of State and
Ciovernment expressed their utter eondemmition of what
has happened in China and agreed & series O measures
which match those that the United Kingdom 15 already
taking. The Council also enpressed 8 undersianding of
the anxtety which has besn caused in Hong Kong by the
atocious happenings in China

1 would fike to congratulate the Spanish Government
on their presidency of the EC over Lhe past six maiths, and
in particular on the progress made on the single market,
with over 6 directives agresd. 1 also congratulate the
Spanish Prime Minister, Sefior Gonzales on bringing &
dilficalt Buropean Councl to a successful conclusion.

The mein outcome of the Councl-—agreement [o
implement & first phase of economc and MORSATY Onmion
s very much in the interests of British incustry and the
City of London, while fully protecting the powers of this
House. Far from being isolated, as some have cliimed, the
United Kingdom was able to play an important role in
bringing the Council to these sensible snd practical
conclusions. It 18 in the same spint of determination 1o
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sirengthen co-operation with other members ol the
European Community, while arguing always for cutlmg
constraints on enterprise and free competition and leaving
to member states those decisions which properly belong to
them, that we shall approach the undoubtedly difficult
diseussions of the Community’s future which lic ahead.

Mr. Nedll Kinnock (1slwyn): | am graseful o the Pnme
Minister for her statement

On the important question of Britsh participation in
the exchange rate mechanism of the European monetary
gystem, first, do the main conditions for entry into the
exchinge rate mechanism set down by the Prime Minister
mean that she now accepls that exchange rate
management must be the essentnl basis of monetary
policy, as her Chancellor of the Exchequer believes?

Secondly, does she concur with ber Chanesllor's
publicly stated view that ke i
“paraim that participation in the Exchangs Rate Mochanism

wovald strongthen both the stability of the pound and ciforis
to bring down infation?™

1f she does, would not membership of the ERM assst with
efforts to bring down the present rate of infston (o
European sverages?

Thirdly, does the Prime Minister agree with the view of
some of her right hon. Friends that participation in the
exchange rate mechanism and the exercise of constructive
influence in any development of stages 2 and 3 of the
Delors report are essential il London @ te remain a major
financial centre’? Does she accept that Britain would be in
a betler position lo modify or remove less acceptable
features of stages 2 and 3 if the pound ware put into the
ERM at an eurly date?

Fourthly, are not the conditions that the Prime
Minister has laid down for participation in the exchange
rate mechanism, most notably the condition that British
inflation must be at the European average, just her way of
saying that under her policies the pouad will never join the
exchange raie mechanism?

i the social charter, will the Prime Minister tefl us why
she i3 the only one of all the Community’s Conservative
leaders who rejects completely the proposaks of the social
charter? Does not the support for the charter by so many
Governments right across the politeal spectrum in the
Community reveal the Prime Minister's position as beng
isolationist, backward and disadvantageous to the British
people?

Does the Prime Minister recall that after the NATO
summit & month ago she said of the communigué:
"-.rr?i_g,gjz ns some people may, that is what they have stgned up
0™
As at Madsid she was forced Lo accept a process that she
had et out to stop, wall she make an exception (o her own
rule and, just for once, fry not to whggle oul of the
commitments she has made?

The Prime Minister: On the exchunge rate mechanism,
cur promise has been that we would go in when the time
was right. 1 put conditions on that and made it much
clearer that when those conditions were met we should be
able to go in. One condition depends on us, which is that
we get inflation well down, but some of the other
conditions depend on the other members of the
Community. Some of them belong to the exchangs raie
mechanism, bat still protect their currencies by not having
freedom of capital movements and by keeping foreign
exchange control. It is quite different to stay in an
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exchange rate mechanism when one has foreign exchange
control from when bas abolished that foreign exchange
control.

We shall see how the exchanpe rate mechanizsm holds
ap. | hope that it holds up reasonably well. The hands are
very different for the particular currencies, but the
abalition of foreign exchange controls will be a majod
event for the exchange rate mechanism,

(n stages 2 and 3, many other peopls share our view
that the—

Mr. Tony Banks (Newham, North-West): Name them.

The Prime Mindster: Other people share our view that
the stages set out o the Delors report are not the right
StREs:.

1 will name a person. | gladly respond to the hom.
Cientleman's shouting. Karl Otto Poehl, the governor of
the Bundesbank, in & speech on 22 June, said:

*I myselil donbt whether the time has come for such &
comprehensive renupciation of soversignty. mumely  (he
fransfer of MOOEIATY POWers 10 supranalivesl institutions. |
can oaly repeal what [ said a litfle while ago. Neither a single
currency nor a European central bank is necmisary for an
ceppomie and monetary union 10 fupction. What s mane
imporiant s that the member stales pursus 3 conAlElEnt
policy.”

That ks a very effective demonstration.

O)n the social charter, as 1 have said, some of the people
round that table had not vet ratified the Council of Europe
wocial charter, which we have signed and ratified, and
which is here. They also pointed out that if they were to
have anvihing like as good social services 2s we have they
would require large subsidies of money from the bigges
nations in the European Community. They again poinfed
oul that the history of social services and membership of
trade unions was totally different in many different
countres. Therefore, the principle of what wos called
subsidiarity should come into play—the ceniral
Commission shoukd mot take uato itself powers that could
gquite weil be carricd out at national fewel—and that was
included in the communigué, We were imsirumental in
creating that communiqué and we shall be instrumental in
carrying it out,

Mr. Julian Amery [Brighton, Pavilion): Does nay right
hon. Friend agree that one of the most important decisions
tuken at Madrid was that, in the preparations for the
eventuil intergovernmental conference, the Delors report,
valuable though it is, would not be the only document
considered? s

Will my right hon. Friend instruct the Treasury and the
Bank of England to carry out a detiled review of the
operation of the sterling area berween 1931 amd the 196087
Sterling was nmever @ Single curmency; it was @ roscrve
currency. The Bank of England was its heart, but it was
mever its central bank, The Governments of other
countries that were part of the sterling area continued 1o
retzin their own central banks and, of course, their own
contral of budgetary and fiscal policy. Is 11 wot importani
that the Government should put forward proposals that
reflect the British viston of a united Europe?

The Prime Mindster: My right hon. Friend is absolutely
right. The Delors report will not be the only document
taken into account in considering how to come Lo closes
monetary and economic union. We shall be able to pal up
alternative schemes. It is clear that the govemor of the
Bundesbank thought that thers were alternative schemes,
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1 Annex TI of tha communique following the Council maating
spid 'tha Eurcpean Counail advooated tha postponement of the
exemination of new Tregueasts for credit insurance’. hs the
Minigter is awars our ourrant action has baan to dealay decisicn
making on naw project bugsiness but to alleow assentlal short term
hueiness to flow. The phrase 'credit insurance' could be read to
Lotl.de smevs torm hueinass. Wa have discusssd with Treasuzry end
FCO and have concluded thaet it was not the 1RTtantioh o Lhw
ceuncil to suspend short term businacs. We are chacking with the
eradit insurance organisations of France, Germany and Spain but
it is balieved they agres with this.

RECOMMENDATION

2 We tharefore suggest <that the following supplemeshtary
guestion and anaswer should bea provided for the Prima Minister for
use in the Housa of Commons this afternocn

QUESTION - Will shert term credit insuranca be suapanded?

ANSWER -+ Wa baslisve +thst othar Community governmenis ars
intarpreting the communique To epply tO the important area of naw
projest business and not to the arse of continuing dey to day
businese., We are ccnfirming this wlth our partners.

TIMING - Immediate.

L S

J K Badman
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EURDPEAN COUNCIL: M™ADRID:=: US MEDIA

3 MUCH OF THE MEDIA HAS REFPORTED POSITIVELY OM THE GUTCOME
OF THE EUROPEAN COUNCIL, THOUGH THERE ARE SOME STRONG DOUETS
ABOUT THE PRIME MINISTER'S APPROACH.

2. VIRTUALLY ALL THE COVERAGE EMPHASISES THE PRIME
MINISTER®S ROLE. THE NEW YORK TIMES SAID THAT SHE HAD MADE.
LUNUSUALLY . THE CRUCIAL COMPROMISE WHICH ALLOWED THE MEETING

TO CONCLUDE SUCCESSFULLY, RETREATING TO DO BATTLE ANOTHER DAY.
HER TACTICAL RETREAT ON THE CURREMCY QUESTION CONCEALED SUCCESS
IN PREVENTING THE MEETINGE FROM ADOPTING QUTRIGHT DELORS?

THREE STAGE BLUEPRINT. THE WALL STREET JOURMAL CLAIMED THAT
POLITICAL MOMENTUM HAD QUOTE FINALLY SWEPT THE MOST
RECALCITRANT MEMBER, BRITAIN, INTD THE MNEGOTIATING PROCESS
UNQUOTE. ALTHOUGH THE PRIME MINISTER OBJECTED"TO MANY DETAILS
CF THE DELORS' REPORT QUOTE NONETHELESS. THE LATEST MOVE ADDS
A POWERFUL POLITICAL DIMENSION TO THE BORDER-REMOVING PROCESS.
UNQUOTE. THE LOS ANGELES TIMES REPORTED THAT THE PRIME
MINISTER DROPPED THE DISMISSIVE ATTITUDE THAT HAD CHARACTERISED
MANY ©OF HER EECENT REMARKS ABOUT THE REPORT AND HAD QUOTE
REAFFIRMED BRITAINS COMMITMENT TO THE IDEA OF MOMNETARY UNION
AND FOR THE FIRST TIME PUBLICLY PRAISED PARTS OF THE REPORT
UNQUOTE .

3. THE BALTIMORE SUH THOUGHT THE EUROPEAN COUNCIL INDICATED
THAT THE DISTANT PROSPECT OF A UNITED STATES OF EUROPE WAS
BECOMING A LITTLE MORE CREDIBLE. BUT THE PROCESS WOULD MOT EBE
EASY. THE PRIME MINISTER MIGHT BE RIGHT TO DOUBT THAT THE
CREATION OF A COMMON BANKING AND CURRENCY SYSTEM WOULD BE
ACCEPTABLE TO THE BRITISH AND SOME OTHER PARLIAMENTS. BUT

THE MOMENTUM FOR EUROPEAN UNION WAS BUILDING PERCEPTIBLY, AND
EVEN BRITAIN MIGHT NCT BE ABLE TO STAND ALOOF FROM THE ECONDMIC
DYHAMO ITS CONTINEMTAL NEIGHBOURS WERE CREATING.

&, THE WASHINGTON POST SAW QUOTE THE STRAINED COMPROMISE
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;4 UNQUOTE IN MADRID AS DEMONSTRATING A CLEAR IDEOLOGICAL SPLIT

% UBETWEEN BRTAIN'S LIMITED DEFINITION OF EUROPEAN UNITY AND A
BROADER CONCEPT ESPOUSED BY MOST OTHER EC MEMBERS. IT NOTED
THAT THE FPRIME MINIESTER HAD ROUNDLY DISPUTED PREDICTIONS THAT
THE FROCESS TOWARDS EMU WOULD GO0 FORWARD TO ITE COMCLUSION.
g, IN A HIGHLY CRITICAL ARTICLE FLORA LEWIS (NEW YORK TIMES)
SAI0 THAT THE PRIME MINISTER REMAINED CLEARLY OUT OF STEF WITH
THE RENEWED DETERMINATION OF THE OTHER MEMBERS 70 COALESCE
THEIR ECONOMIC POWER. AQUOTE MRS THATCHER, LIKE MANY OTHERS.
WORRIES ABOUT THE FUTURE DRIFT OF GERMANY. BLUT HER ANTIDOTE IS
TO CLING TO AN INCREASINGLY ILLUSORY SPECIAL RELATION BETWEEN
BRITAIN AND AMERICA. UNRQUOTE. THE DOMINANT CONTINENTAL VIEW
WAS TO ANCHOR WEST GERMANY EVER MORE FIRMLY IN A WELL DEFINED
ECONOMIC COMMUNITY. THIS WAS A LONG TERM STRATEGY OF GREAT
IMPORTANCE TO AMERICA AS WELL. BUT QUOTE MRS THATCHER SEES ONLY
IMMEDIATE POLITICAL MAMNOUVERING. THERE 1S A MOVEMENT UNDER WAY
ERINGING LONG TERM CHANGE IN THE EUROPEAN ORDER. MRS THATCHER'S
LONELY ATTEMPT TO STOP THE TIDE IS MORE EVIDENCE THAT IT IS
RUNNING. UNQUOTE.
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b "MAKING THE MOST OF EUROPE"
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PAPER BY SIR LESLIE FIELDING,
VICE-CHANCELLOR, UNIVERSITY OF SUSSEX

There are many good and high-minded reasons why an expanded, more
internationally open and cohesive system of Higher Education is a "must" in
tommorow's Europe: intellectual and cultural; political and social; moral,
humanitarian and even religious.

But there is also a utilitarian economic imperative. Whatever else they may
be, our Universities are also an investment 4in the future, made in the
national interest to secure each European country's material survival in a
changing, competitive and in some ways rather harsh world. We need the best
and the most broadly spread system of education and training we can get, in
order to help sustain Europe's material wellbeing and economic advancement. In
the new global culture, Europeans will have to innovate and respond rapidly to
technological change. If not, to quote William Shakespeare (Richard II):

“Let's choose executors, and talk of wills,"”

In the post-war era, prosperity in the UK has increased steadily, and 1in
other ways the quality of life has happily improved. But the national ability
to influence and control its envircnment has declined. The Empire has long
gone; the Commonwealth, while wholly admirable, is not what it used to be;
Britannia has no monopoly of rule over the waves; the one pound coins we
carry around these days are not the gold sovereigns which our Victorian
forebears used to jingle in their breeches pockets. Today, the British live on
these small offshore islands, with their relatively dense population,
possessing almost no other resources thanm their own native wits. Coal, where
its use pollutes the atmosphere, is of limited use and anyway we can't eat it
or even readily sell it to pay for the country's imports. OQur North Sea oil
will not last much beyond another 25 years. The outside environment is
shifting and uncertain; and the world as a whole does not feel that it owes
the Kingdom of Great Britain and Morthern Ireland a living.

Nor does the world necessarily owe a Tliving to Europe at large, the
individual countries of which are in much the same position as the UK. As we
all enter the post-industrial society, the one thing certain about it is that
such a society will be knowledge-intensive. It will take intelligence,
training and diligence on the part of Europeans to generate the resources with
which to feed ourselves and care for the old and the sick in an increasingly
long lived and indeed also ageing society; to educate our citizens inte
thinking and acting responsibly and with creative flair; to tackle problems
of housing in the inner cities and of unemployment in the regions of decline;
to assure minimum dispositions for security and defence. Furthermore, it is
only with these hard won resources that Europe will be able to continue to
come to the material assistance of countries poorer than we are, or otherwise
in need of our assistance; and generally to remain a civilised and
constructive force in international affairs.
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Meanwhile, the old fixed international assumptions and orientations u’the
1950s and 1960s - and even of the dollar-smitten, oil-shocked and
economically ' depressed world of the 1970s - have been replaced by a "New
Order” already clearly emergent in the geopolity of the 1980s and likely to be
very much in evidence in the 1990s and on into the XXI Century.

The characteristics of this new order seem Tikely to include a major shift of
economic power to East Asia and the Pacific Basin; a new but still undefined
political and military balance in East/West relations in Europe; a degree of
uncertainty surrounding the continuance of the US as a hyperactive,
interventionist and omnipotent superpower; a growing self-confidence in
Western Furope, where the “Eurcpessimism” of the 1970s has now yielded almost
to "Eurc-phoria”; nevertheless, the tendency of certain other parts of the
industrialised or industrialising world to move ahead of Europe in science and
technology; a continued relative economic decline and even eclipse in much of
Africa and Latin America - deplorable in itself and potentially deeply
destabilising; & renewed world population explosion (involving & possible
doubling of cur present five b111iun§; and the growing environmental crisis
which now commands international attention (it was H @ Wells who wrote that
human history becomes more and more a race between education and catastrophe).

To dwell on two of the foregoing developments by way of illustration, I take,

first, the prospect of a significant shift in world economic power - of which
the foundations have already been clearly laid - towards the Pacific region.
Korea and Taiwan, and the two City states Singapore and Hong Kong, have
developed impressively. Korean GNP, for example, has increased eight fold in
real terms over the past 25 years. Japan is now in economic terms the second
ranking country after the United States: her technological base is impressive
and innovative. The dintelligence, hard work and Confucian ethic of these

pecples sesm comparable, in their stimulus and example for the West, to the
Arab Renaissance in the early Middle Ages. China, despite severs current
political setbacks, can be expected to continue to undergo modernisation.

A word, in particular, about Japan. Her GDP has increased at twice the rate
of the Community over the past 25 years. [In nominal terms, if not in
purchasing Equr, national income per head is half again as large in Japan as
the UK's. Seven of the ten world's largest banks are Japanese. Japan is
currently the world's biggest lender, accounting for 36% of all cross-border
lending by banks in the BIS (Bank for International Settlements) reporting
area - which includes all the main banking centres, onshore and offshore. On
the London financial market, the assets of the 31 Japanese banks represented
have grown from under 10% of the total sterling and foreign currency business
in 1975 to around 25% at present. The products of Japan's technology and
industry enjoy world-wide markets. Between 1980 and 1987, Japan's index of
industrial production and the dollar value of her exports rose respectively by
26% and 78%: in the UK, the figures were 7% and 20%.

Second, science and technology. Until recently the home of all major
breakthroughs, Eurcpe can no longer claim the 1lead in certain of the major
areas of research and development which characterise what has been called the
*third industrial revolution”. In some fields, Europe=an research is still in
the very first rank. But it has tended to Jose ground - a situation to our
potential disadvantage in sectors of exceptional economic importance such as
electronics, information technology, the life sciences and materials science.
A few figures and examples show the scale of the problem. According to an EC
study, of 37 identified technological sectors of the future, only two are
determined by Europe: software and electronic switching. In 1986, four out
of five patent applications for new materials were filed by US or Japanese




companies. Of the 10 leading companies in the world in the computer industry,
seven are American and two Japarese while the leading European company is back
in tenth place.

Europe's relative performance cannot be put down to a lack of scientific and
technical capacity or intellectual potential: the Community, with its 12
Member States, has a GNP slightly higher than that of the United States and
well above that of Japan, and & population approaching those of the US and
Japan combined. The Commumity counts 454,000 research scientists and
technicians (compared with 723,000 in the US and 435,000 in Japan - admittedly
they both have more such people per head of the population than we do in
Europe). And the standard of European researchers is also creditable: from
1950 to 1987, Eurcpe claimed B6 Nobel prizes for science compared with 15 for
the US and three Japanese laureates. A more dynamic response will be required
if the Community and Europe as a whole is not to be marginalised as
obsolescent or ineffective in this crucial area.

The emergence of the Eurcpean Community - with Britain a full member since
1973 - as a major protagonist on the international scene takes its full
significance against such a background. There will be no United States of
Europe in my lifetime. There is resistance in this country and (less openly)
elsewhere to the surrender - or even the pooling - of what remains of national
sovereignty in the traditional sense of the word., Nor will all the Community's
targets for a "Eurcpe without Frontiers" be reached by the convenient yet in
some respects early date of 1992. Yet the elan is there for all to see; and
the logic of closer West European cooperation, increasingly clear in the
19805, seems likely to prove inescapable in the 1990s.

At this point, and as far as Higher Education is concerned, three things need
to be said from a2 Beitish perspactive phout making the most of Europe. First,
the cultivation of links with our other partners in the European Community
will not be to the exclusion of, and could even stimulate, other
partnerships. 1992 does not imply a "Fortress™ mentality, whether in
education or in anything else. Second, the Community will (for the UK)
nevertheless carry top priority. It Jlooms ever larger in the national
economic, fimancial, commercial, social and foreign policies of each of the
Twelve; it is already making an impact on our science and technology; it is
bound, for these reasons alone, to constitute an important area for
cooperation in Higher and Further Education, if our young pecple are to profit
from a ‘“frontier-free" Community in the 1990z and beyond. Third, “1992"
(which is much concerned with free competition and economies of scale) cannot
be seen in isclation from certain trends and changes already at work in UK
Universities: the search for more students in a deepening demographic trough;
the revolutiona impact likely to be made by new technology 1in
communications; the increase in investment scale needed for certain kinds of
scientific research: the political pressures to justify part at least of
public expenditure on- Higher Education in specific economic, social or
technological terms. In the upcoming single market, the competition and
selectivity to which the foregoing are giving rise will be raised from the
national to the European lava?. in ways for which British Universities may be
less well prepared than British financial services or even industry. In the
1960s and 1970s, the civilised practice in this country was for "prizes" to
be shared out more or less equally among most Universities; we have had to
adapt in the 1980s to the idea of ﬁaving to run rather half-hearted races with
each other; 1in the 1990s, there will be European "runners" too, and a faster
pace.

Let me expand the extra-Community point first. OQOutside Europe, we enormously
value, and will retain, our cleose association with the English speaking
world. Harvard was founded by an emigre from my old College at Cambridge; for
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us, student and teacher exchange with the U5 could not be more natural u!ung
standing. Relations with the Commonwealth countries likewise. We shall not
be alone among our major Community partners in cnntinuinﬂ to Took outward.
France and Spain each have strong academic ties throughout the francophone and
hispanophone world. Germany, Italy, the MNetherlands and others alsc enjoy
established international University links outside Europe. Within Europe, many
of our Universities also enjoy quite close relations with their homologues in
EFTA countries. (My own University, for example, operates large scale
exchanges with Uppsala and has students from all EFTA countries on campus. )
These relations will intensify as the EC/EFTA relationship broadens out to
include other things than the already achieved free trade area for industrial
goods. The Declaration of EFTA Heads of Government meeting in Oslo in March
1989 called for “expanded co-operation in the field of education to facilitate
the free exchange of students, teachers and researchers and to provide for
mutual recognition of examinations and diplomas.* It has since been agreed
that EFTA partners may join the Community's COMETT 11 programme, The Nordics
(with Denmark) are already shadowing ERASMUS with their NORDPLUS scheme (a
good example of the multiplier or positive knock-on effect of cooperative
moves within the Community's borders) and EFTA participation in ERASMUS itself
js not to be excluded for the future. As for Eastern Europe, academic
exchanges, although initially more modest than with EFTA, seem also likely to
develop considerably. The pace will depend on the degree of academic freedom
of external intercourse which East European Universities are given by their
Governments, and possibly on their own financial constraints - themselves
obviously determined by wider political and economic developments. But we in
Britain will do what we can to respond positively. Our German colleagues will
be particularly well placed to give a lead to the Community as a whole.

Nevertheless, fer the UK, the European Community of which we are a member, and
into which we must expect to becoie progressively wcre integratsd, w111 bz the
principal European arena for cooperation in higher education. We already
experience its academic pull: according to one recent study (1), this country
is currently losing three times as many graduates annually to other EC
countries (17700 in 1986) as it receives (5200).

Our Achilles heel in Great Britain has always been our mono-lingualism,
Foreign languages are mysterious and have been too much the domain of
specialist teachers and researchers, In the EC context, all this is now
changing. In our secondary schools, the new state curriculum requires one
foreign language to be studied by all pupils between the ages of 11 and 16.
This will usually be a Community language. Some young people will learn more
than one. Exchanges of pupils and teachers, on an interdisciplinary as well
as on an exclusively language training basis, will increase. (This, for
example, was the conclusion reached by the official Anglo-French Colloguium
on educational cooperation held in London in May). Even the secondary
Geography curriculum is being redesigned to take greater account inter alia of
the European context in which pupils are growing up and in which they will
have to earn their living. On this foundation, in British Universities,
greater emphasis is 1ikely to be placed in the 1990s on European languages,
not only in their own right, but alse as a component in an ever wider range
of degree courses, as tools for the course or ‘vectors for learning’.
Regrettably, the traditional concentrated British "single honours® degree in
French or German or Spanish - for specialists in the language, Iliterature,
history and general culture of a given European county - is in decline; but
happily there s increasing UK student demand for degree courses in which
European languages are studied as subsidiaries to a main discipline.

(1) "The Graduate Labour Market in the 1990s", by Pearson and Pike, Institute
of Manpower Studies, University of Sussex.
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TP‘.Juninr Year Abroad" practice, pioneered by American universities, is
likely to spread in the UK, in the form of four year "Eurc-degrees” for which
the University students of biology, engineering, econcmics or law will spend
an extra Euro-Year Abroad pursuing the study of their nen-linguistic
discipline across the Channel in a sister institution in the language of that
country. (In my own not untypical British University, about 6% of the total
UK student population at any one time are studying elsewhere in the EC and the
came number from the EC are studying with us; around 17% of those graduating
have taken 4 year “"Euro-degrees" and 20% will do so after 1992). The
re-arrangement of degree course curricula in a "modular" form in many of our
Universities, will also much facilitate the return flow of students from
elsewhere in the EC wishing to do the same thing through the vehicle of the
English 1an¥uage. Eventually we must expect the return of the medieval
tradition of individual mobility in parallel with, and perhaps ultimately in
succession to, institutionalised exchanges and programmes. If a British
student needs to take a course in XIV Century Italian History as part of his
or her degree, that student will in future be more inclined to do so in
Bologna than in lecture theatres in Bradford, Bristol or Brighton.

Credit accumulation and transfer, on a modular basis, will ease the long
process of mutual recognition of degrees and diplomas, and encourage the award
of joint degrees by Universities and Polytechnics of different EC Member
States. Common curricular concerns and research objectives can be expected to
emerge naturally at Community level - the jointly funded postgraduate European
University Institute at Florence, while small, i5 a high quality pointer in
this respect, notably in Law, Economics and the work of the Institute's
Eurcpean Policy Unit.

The major EC eduycational programmes such as ERASMUS and COMETT and LINGUA
will, "top down", act as a catalyst of change, creating their own momentum
and helping to make ' perfectly ordinary and everyday for 320 million people
what today is still out of the ordinary and intermittent beyond the frontiers
of the traditional nation state. Big Science seems likely to prove a
selective federator; it will be the leading practitioners, much more than the
Eurccrats, who will be concentrating expensive activities in European centres
of excellence. Resources will in any case need to be pooled, and research
selectivity practised, at European as well as national level, if we are to
compete effectively with the US and the Pacific Rim. “IT" will also be a
unifying force. Traditional pedagogical methods will have to be adapted to the
possibilities of networking and distance learning which are now beginning to
emerge. Universities will be able to pool their resources, and coordinate
their teaching and research activities, in tie ups and even consortia of a
cross-border character. Micro computers, data bases and information networks
are already much used in individual institutions for administration and
research. Their potential is considerable = if as yet largely untapped - for
teaching. MNew educational methods will be devised to accommodate and exploit
them, regionally and across Europe.

The Higher Education establishment in the UK can be expected to welcome most
of this, provided that allowance is made for a "bottom up" process
comp lementary to the “top down" Community approach; and for some degree of
healthy academic pluralism. People will want assurance that the Community
will not set rolling a juggernaut of uniformity which could crush the autonomy
and diversity of individual institutions.

1 hasten to add that there can be no substance to such fears. Oppesition weuld
not by any means be confined to the UK. The boot s, if anything, on the
other foot, since the Community's resources in these matters, while acceptable
manna for a sector of society generally starved of funds, are and will remain
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much less significant than those deployed by the Member States or avai!a to
European Universities from other sources. COMETT and ERASMUS each provide
only around 50 million ECU per annum (about the annual budget of a smallish
British UnivErsit¥}. Even the much more ambitious Framework Programme for
Science and Technology, and the three Structural Funds for the assistance of

underprivileged regions, together at present command not much more than 4
billion ECU per annum. Strategically, these are still marginal resources,
which serve as pump primers rather than as bank-rollers,

Mevertheless, problems of compatibility will arise. In the UK, history has
equipped us with a compact, elitist and autonomous University sector, in
which selected students leave home to pursue concentrated residential courses
of study lasting 3 to 4 years. The failure rate is very low (12-14%); the
product is of a fairly high academic calibre and (in his or her ear1{
twenties) ready either to enter immediate employment, or serious origina

research, or a further period of 2-3 years specialised professional training.
The holding of a University degree, while becoming a more widespread
?henumennn. 15 still more the exception than the rule. Only 15% of school
eavers go on to higher education; despite increasing employer demand,
graduates today still form only 6% of the working population (and half of them
are under 35). The traditional autonomy and individualism of our Universities
is still considerable. They have freedom to teach what and how they wish, if
their financial resources permit; they are proud of their diversity,

This profile will undergo modification, but not in order to fall into
conformity with some or other putative monolithic EEC paradigm. The forces
for change in Britain are in large part autochthonous - pressure for a mass
rather than an elite system, more interdisciplinary and better adapted to
national economic needs, integrating the technical and technological with the
conceptual and creative. We are, for example, well aware that we lag behind
our international partners and competitors in Higher Educational enrolment;
and participation in Higher Education in the UK will need to be doubled in the
longer term. To do this, with the present demography, will require more than
has been done so far to admit students with non-traditional qualifications, or
outside the normal age bracket, or on short or part-time courses. We shall be
competing to some extent with our EC partners in recruitment on their oW
territory; they also no doubt in the UK. To the same end, cooperation
between Universities, Polytechnics and Colleges of Further Education in
Britain, already emergent, will develop further. (The "binary line® between
Universities and Polytechnics can be artificial and will be increasingly
bridged, where partners of equal match so aspire).

Thus, the real challenge faced by the UK in the EC context is how to preserve
what is distinctive and best in our own pluralist and autonomous traditions,
and to maintain high standards of academic attainment, while neverthaless
enlarging our academic interface with our European partners and growing
organizationally with them, in the knowledge that, throughout the Community,
there is increasing reliance on higher education training and skills to
achieve the economic growth on which the future of our part of Western Europe
will depend.

In the "Bustan®, Shaikh Sa'adi has a couplet urging the reader to:

“Draw out the cotton of negligence from the ear of sense,
so that the advice of the dead may enter thy ear."

He was recommending the cultivation of a sense of history. Soothingly for us,
we live in times - whether in or outside the formal boundaries of the European
Community - when the European idea has recoversd its original witality and
ability to fire the imagination. Europe's past empires and present
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1!'!rnat1nnai links and associations have helped to make the world the "global
village® which it now is. But even village life can be troubled by what a
great past historian of Europe, H A L Fisher of Oxford, once termed “the play
of the contingent and the unforeseen". And each of today's large powers, the
EC included, 1s grappling with what the British expatriate, Professor Paul
Kennedy of Yale, in "The Rise and Fall of the Great Powers", describes as "the
age-old dilemmas of rise and fall, with the shifting pace of production
growth, with change in the international scene ... with alterations in the
power balances”. OQur European gifts of intellect, curiosity, invention,
statesmanship, generosity and worldly wisdom are assets on which we depend for
survival in a world of which we constitute much less than 10% of the
popuiation and which is itself entering a period of massive realignment and
change. These gifts are not, however, and never have been, merely a narrow
endowment for use in our European backyard: they will have to continue to be
mobilised to help keep the global willage straight. If European Higher
Education is to have any ultimate relevance, outside some cu1turaq museum of

extinct civilisations, it must serve these wider purposes, as well as
address our material needs and generally boost our "Euro-Ego". We CRE
academics have therefore no option but to “make the most of Europe”.




B, WILL SHORT-TERM CREDIT IMNSURANCE BE SUSPENDED?

A, WE BELIEVE THAT OTHER COMMUNITY DOVERMMENTS ARE INTERPRETING
THE COMMUNIQUE TO APPLY TO THE IMPORTANT AREA OF NEW PROJECT

BUSINESS AND NOT FOR THE AREA OF CONTINUEING DAY TOD DAY BUSINESS.

WE ARE CDMCE&EIHG THIS WITH OUR PARTNERS.




CONFIDENTIAL

Foreign and Commonwealth Office

London SWiA 2AH

28 June 1989

Cf'i‘:a@gq,{;j

(Y ouldi,

European Council Conclusions

Thera were three errors in the text of the Eurspean
Councill Conclusions circulated by the Council Secretariat
in Madrid. Following further discussion in Brussels today
a carrigendum 15 being i1ssued. The changes are all
improvements from our point of view.

The changes are highlighted in the encloged text
which 1s now ready for deposit in Parliament, subject
to the Prime Minister's approval. Thaey are:

al page 9: the phrase "and provided a good basis for
further work® had been omitted:

-4 page 10; an erronecus version of paragraph 4b was
at one time in circulation, although the Madrid
telegram containing the conclusions reported this
accurately, and you may already have the correct
text:

page 13; the phrase "taking into account the global
measures adopled recentily by France and Belgium"

has been replaced by a new sentence, at the end of
the paragraph: "However, it is recalled that certain
Member States have recently adopted global measures".

am sending a copy of this letter and enclosure
to Rlex Allan (Treasury) and Roger Lavelle (Cabinet Office).

A b =N L

{J 8 wWall)
Private Secretary

-

C D Powell Esqg
10 Downing Btrest

CONFIDENTIAL
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MADRID EUROPEAN COUNCIL = DANISH COMMENT

SUMMARY

1 GENERALLY FAVOURABLE COMMENT ON AN OUTCOME SEEN AS SATISFACTORY
FOR ALL AND A POSITIVE STEP FORWARD FOR THE COMMUNITY. MRS
THATCHER'S PERFORMANCE COMMENDED.

DETAIL

2. ALL THE MAIN DANISH DAILIES TODAY (28 JUMEY CARRY ARTICLES, WITH
A FEW EDITORIALS, ON THE MADRID COUNCIL. MOST HAD PREDICTED A STORMY
MEETING, WITH THE UK IN DANGER OF BEING ISOLATED, BUT THE OQOUTCOME AND
THE MANMER OF ITS ACHEIVEMENT ARE ROUNDLY WELCOMED. THE MEDIA

FRESENT THE MADRID CONCLUSIONS AS A VICTORY FOR COMMON SENSE. THERE
15 THE 00D REFERENCE TO A UK ‘COMPROMISE" BUT MRS THATCHER'S TACTICAL
SKILL AND POLITICAL SENSE ARE PRAISED. PRESIDENT MITTERAND IS

——

PICTURED AS THE ONLY LOSER.

3. BOTH PRIME MINISTER SCHLUTER AND FOREIGN MINISTER ELLEMANNWN-JENSEN
ARE QUOTED AS DESCRIBING THE ATMOSPHERE AT MADRID AS POSITIVE.
ELLEMANN-JENSEN ADDED THAT THE OUTCOME PRESENTED NO FPROBLEMS FOR
DANISH DOMESTIC POLITICS. THE SOCIAL DEMOCRATS, THE MAIN OPPOSISTION
PARTY . HAVE ALS0 COMMENTED FAVOURABLY ON THE MADRID CONCLUSIONS BUT
HAVE STRESSED THAT EMPLOYMENT AND ENVIRONMENTAL ISSUES MUST PLAY A
CENTRAL ROLE IN THE DEVELOPMENT OF ECONOMIC ANMD MOMNETARY UNION. THE
LEFT WING (AND ANTI-EC) SOCIALISTY PEOPLE'S PARTY AND THE ANTI-EC
MOVEMENT, WHICH WON FOUR SEATS AT THE EUROCPEAN PARLIAMENTARY
ELECTIONS,. TAKE THE VIEW THAT DENMARK HAS RELINGUISHED SOME OF HER
SOVEREIGNTY BY ACCEPTING STAGE 1 OF THE DELORS REFORT.

4. SCHLUTER IS DUE TO APPEAR BEFORE THE FOLKETING MARKET COMMITTEE
ON 30 JUNE TO REPDORT ON MADRID. THE SOCIALIST PEOFLE'S FARTY HAVE
INDICATED THAT HE CAN EXPECT A ROUGH PASSAGE. OTHERWISE, THE
CONSENSUS IN DENMARKE WELCOMES THE RESULTS FROM MADRID.
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EC SUMMIT: FRG PRESS REACTION

SUMMARY

1. FRG MEDIA UNANIMOUSLY WELCOME RESULTS OF THE MADRID SUMMIT. FOCUS
OF COMMEMT IS WAY AHEAD WOW OM EMU. SPECULATIOM THAT THE ROADR WILL
BE ARDUOUS AND SLOW. AWARENESS THAT UK NOT ISOLATED. SOCIAL
DIMENSTON REPORTED IN LOW KET. G R

DETAIL

2. TODAY'S HEADLINES EMPHASISE THE COMPROMISE REGARDING EUROPEAN
MONETARY UNION AND THE DECISION TO START THE FIRST PHASE IN JULY
1¥%0.

Jd. THE MEDIA SEE THE QUTCOME WITH SURPRISE. PLEASURE AMD RELIEF.
THERE HaAD BEEN SPECULATION BEFORE THE SUMMIT THAT A ROW WAS
INEVITABLE AND THAT A COMPROMISE, PARTICULARLY ON EMU, WOULD NKOT BE
ACHIEWED. IN THE AFTERMATH OF THE AGREEMENT, EDITORIALS AMALYSE THE

REASONS FOR THE SUCCESSFUL OQUTCOME.

k. THE FREANKFURTER ALLGEMEIME (CONSERVATIVE), THE FRG'S MOST
IMPORTANT DAILY, WHICH HAS BEEN SYMPATHETIC TO THE PRIME MINISTER'S
FRAGMATIC APPROACH TO MONETARY UMION, SUGGESTS THAT THE AGREEMENT
WAS A TYPICAL EC COMPROMISE. WHILST THE ATHM OF EMU HAS BEENW
ACCEPTED, SUBSTANCE AND TARGET DATES HAVE NOT EEEN SETTLED. THE
COURSE MATTERS WILL NOW TAKE IS PREDICTABLE: MRS THATCHER WILL STICK
TC PRAGMATISHM, OTHERS (PARTICULARLY THE FRENCH AND GERMANS) WILL
PRESS FOR AN EARLY INTER-GOVERNMENTAL CONFERENCE WITH BINDING DATES
AKD AIM5. THE FPATH AHEAD WILL BE LONG AND ARDUDUS BUT THERE CAN BE
NO TURNING BACK, EVEN FOR THE UK. DIE WELT (CONSERVATIVE), THE
STUTTGARTER ZEITUNGE {LIBERALJY AND OTHERS EVOKE THE IMAGE OF & TRAIN
MOVING FORWARDS . ALTHOUGH ONE NEWSPAPER SUGGESTS THE SPEED WILL BE
SLOWER THAN SOME WANTED.

5. ONE PROMINENT THEME I5 THE SUPPDRT FOR THE BRITISH POSITION FROM
THE METHERLANDS, DENMARK AND LUXEMBOURG. THE GENERAL ANZIEIGER
CINDEFPENDENT) AND OTHERS SUGGEST THAT THESE THREE COUNTRIES HAVE
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TAKEN UP POSITIONS AIMED AT PREVENTING THE ISOLATION OF BRITAIN INM
THE COMMUNITY. THE FRANKFURTER RUNDSCHAU C(LEFT OF CENTRE) RELATES
THIS TO COMMON RESISTANCE TO FRANCO-GERMAN COLLABORATION. THE
NEWSPAPER ALS0 SPETULATES THAT THERE 1S GROWING COVERT RESISTANCE TO
GERMAN DOMINANCE IN THE EC UNDER COVER OF THE FRANCC-GERMAN
ATTTANCE. THE FRG'S STRONGER INTERMATIONAL ROLE CREATES UNEASE AMONG
PARTNERS. GERMAN PRUDENCE 15 THEREFORE ALL THE MORE IMPORTANT. KOHL
1S SAID TO HAVE HELD BACK IN ORDER NOT TO ISOLATE THE PRIME

MINISTER, VY

&. SOME NEWSPAPERS REPORT AGREEMENT EY ALL BUT THE UK TO CONTINUE
WORK ON THE SOCIAL CHARTER. THERE IS NO CRITICAL COMMENT. THE
FRANKFURTER RUNDSCHAU COMMENTS IN AN EDITORIAL THAT IT WAS THE
STRENGTH OF AND PRESSURE FROM FRG TRADES UNIONS WHICH MADE KOHL
ALMOST THE ONLY SPOKESMAN FOR THE SOCIAL DIMENSION.

S ——
7. THE MEDIA ARE UNANIMOUS IN SEEING THE ATMOSPHERE AT MADRID AS
GOOD. THE PRIME MINISTER IS DESCRIBED AS '"'RADIATING GOODWILL'',
"*PEACEFUL'' AND ''CHARMING''. OPINION IS DIVIDED ON WHO WON: THE
SUDDEUTSCHE ZEITUNG SAYS ''THATCHER PREVAILS'' AND ''EC MAKES
ACCOMMODDATIONS TO THATCHER'S RESERVATIONS''., HOWEVER THE FRANKFURT
ALLGEMEIME SAYS KOHL AND MITTERRAND PREVAILED OVER MRS THATCHER AND
RELATE THIS TO THE CONSERVATIVE SHOWING IN THE EUROPEAN ELECTIONS.
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SOCIAL PROGRESS: THE UNITED KINGDOM'S HECORD




INTHODUCTION

The Tnited Eipgdom has achleved a gonbtinucus growth of output
over the lasgt =eyen yaars. Thara are more pecplae in the
workforce bthan evyer belaore., The pumber of Jjobs has risen by
about 3 million since 1983, more than the reat of the European
Communlty togetbher. Unemployment has fallen For 34
donaecutive months; and is pow considerably below the European
CommunlEy avepage.

This economic progress fas besn secured bhrough the promoflion
aff an. enterprise econamy. Within & firm. Framework of
Financial disclipline; the UE Govepnmenk has reduced taxes; 1E
has reduced public borrowing: 1t has promoted the Tree
operation of marketa, by deregulation and the removal of

ynnecessary regtrictions across industry and commerce) it has
returned to private hands many areas of the publle sector; and

it has stimulated osompebition aaross the UE esocnomy and
iaternationally.

ThHa OK's economio progressa has baen achiesved without
saarificing high levela of ascclal protection, as can b= seen
from thae comprehanalve ayastema of saselal security provision
and health cares igdeed. 1%, ‘has  enabled them' Lbto be
strangkbhanad. The afdalal protecticon ayatema’ are -assured
partly by logislation, backaed up by effective adminlztrative
and complianie syaiems, and partly through voluntary
gollectbive or individual arrangements. Thia approach builds
on Eha hlstory and prociles In the Unfted Kingdom, and enables
variety and diverslty in proviszion Lo it Ehe circumsbanocas
and the "wishes wf . worker and <citlzens. In +the UK
GCovarnment's view, it i3 important for the Community o retain
such diveralby,

The: following = wea oubline sgoial progress In the UK “In thes
fields of employmn=at and social protection. The attached lact
sheets s8t out some details to amplify the teyt.




KEY POINTS

EMPLOYMENT
Thera -are over 26.5 million people now in wWork - Lthe
highast number ever.

Unemployment has fallen to 1.E835 miliion, and

below the EC average rate of 9.4 per cent,

Industrial peace iz widespresd; with the lowest number of
stoppagea for B3 years.

The Government iz oommitted Lo high quality relevant
i The Youth Tralning Scheme and
urreéntly provide opportunlties for

training Ethrough Life
Employment Tralning o
ever 600,000 people.

There 13 comprehensive and well-enforaead
protecting people Trom dizorimination.

All employveées have important statutory rights eg equal pay
and anti-dizorimination, and may ba «#ilglble for pLbher
major employment rights eg redundaney payments, unfair
dismiaszal protection, malernlly leave.

There has been a great eypansion 1Iin park=time jobs,
meeting the needs of an inoreasaling number of workers.

Tha Governmant fully supports employes involvemant on a
volantary ©basis and the UK has =2 auaccassful record,
leading Europe 1a encouraging financlal Involvemant aof
amployeeas in thair busineasas.

The UK has comprehenslve health and safoty legislation,
devised and implamented Ethrough a tripartite Commission,
and with high standards of enforcemant.




KEY POINTS

SUCIAL PROTECTION

Sovlal protection in the UK has th 2 outatanding elements:

massive State commitment to 5o ial security accounting
for £%1 billion, equivalenk t~ 10 per cent of GDP or
nearly one sixbh of the d?sposable Income of the
councry as a whoaies

complementing thak, extenslve occupational and private
pensiona and sick pary;

a comprehensive nationwide -schemea of sonfal assistance
providing adequate lncome for all groupa living in the
UK, including unemploved workers, ragardless of
Pdtlﬂnﬂ;i ira 4.7 million rarlnlenks of social
agslastance have their rent met :3 full from publise

Tunds.

Ina aacial sscurlty system contains a large proportion 6f
o contributory benetits met Crom general taxabion. This
igaves a very low burden of contributory insurance on
employers and employees allke,

Virtually all men pegeive the full basia rata of
eontributory 3State penaion. Many women receive their
Jtate FPensions on the same basis, alternatively they can
ragcalve a 6O per cent pension bazed on their husbands!
aontributiona if that givea them more.

In addition pensioners receive extra penslons from
occupational or private pensions or from the State earnlngs
related pension scheme. Fifty per cent of all pensioners
and T0 per c¢ent of those recently retired have an
occupational pension.

ror needy pensloners, the comprehenzive soclal assistance
scheme ensures an adequate come and meetbs 100 per cent
of renl.

Belween 1979 and 1986 pensioners' toLal incomea increased
twice as faat as the population as a whole and the
proportion in the bottom fifth of the income distribution
fell from 38 per cent to 24 per cent.

Family Credit is s genepous State benefit for all low
income Ffamilies in work in addi ion to Child Benefit for
every ehild in Britain.

The extensive range of benef tx Ffor disabled people
account for £9 billien., Many ¢. those benefits are paid
cn the basis of nead and do L depend on payment of
contributions.




KEY POINTS

HEALTH CARE

Gross health expenditure in 1589/00 will be £26.7 billlion,
a real terms inerease of almest UD per cent since 1978775,

Spending on the NHS ias plannad to lnerease to over E28
billion (gross) in 1091-62.

Groza capital expenditura has rilaan by LE per cent in real
terma ainge 1978-79 and now atands at £1.25 blllion.

About 500 bullding schemes with a total value of over £
billion .are at varlous atagaes of planning, deslign and
conskruction. 140 ef these, coating about E900 million
are planned for completion over Lthe next 3 years,

Sinee 15979, =some 350 healih bullding achemes esch worth
pver £1 billion have been starbed and completed.

Grogs  expenditure on Ghe Family pracbitioner primary

health ocarsa service haa rizen by over 50 per cent ln redl
Lterms sinace 1978/7Y and now standa at soma £4.8 blllion.

Fitare plans provide for a Turther real (terma inaraassa 10
primary ocara of about 10 per cent over the n

ext 3 vears 1

1491/02,

Expeanditure on seryvices used mainly by elderly people Has
inereased since 1978 by 21 per cent for sceial services
and 29 par cant for haalth =services.

30 yeara ago life expectancy was 67 for men and 71 for
women., Now it is 72 and TB.

The infant mortality rate has fallen from 12.8 per 1000
births fn 1979 to 9.2 par 1000 in 1987.

More patients with a succesalful kidney transplant bhan any
other BEuropean country.

315 heart transplant operation® were carried out in 1967
Ilneludling T2 heart/lung tranaplantz = almoat alx timez as
many az in 1983 when only 1 heart/lung operation was
performed.

11,800 coronary artery by-pasza grafts were carried out in
1986 - more than three and a half timeas as many as in
1978.




S0CIAL
PROTECTION

Social protection has been an lmportant element of lile in Lthe
UK for years. The Governmant'as approach haas besn one ol
partnership bhetwsen State, goaupational and private or
individual provision. No Governmenk has sought fto diminish
unneaassarily the opportunity for individuals, and their
employers wheére appropriate, to make the additional provision
whioch meets Ltheair wizshesa and needs. sepuring lndividual
rights in this way remains an important Government objective.

At the sama time, the UK Government regards It as eaxtremely
important that thera should be affective social pratectilon fop
all, easgily available ae of right. The National Health
Service therefore gprovidesr health ecare whatever a person's

income, immediately available and free at the point of accass,
without any other qualifying conditiona.

Similarly, the ocomprehensive State Soeial Securlty scheme
combines a aystem of ocontributory benefitsz, ecovering for
example age, sieknass, unemployment and widowhood with a wide
range of npnon-contributery benefits and a universal income
related aystem guaranteeing an adequate income as of right to
all persons legally resldent. People are encouriged Lo éhpose
how Eo provide For thelr own needs above the lasle Social
Sanurlity provislon and 1in pensions thizs is achieved by a
mixtura of State earninga related pension, ocoupallonal and
private provialon. Thea States lays down standards and a
atatutory framework, providing lor safeguards by way ol
regulatbory bodies As nNeces3ary fon Lhose ocomplemenbary
sohemes.

NATIONAL HEALTH SERVICE

The National Health Service provides a comprehensive ediecal
servicae lor all residents lrrespective of means. The  zeds of
the community are served by famlly doctors, d¢-ntists,
pharmaciasts, health visitors, distriet nurasea, midw vaz and
other professaionala such a chlropodiats and physlothe riata.
This unique primary health care aystem reduces the 2d  Tar
hoapital ‘ecare. For those who need it, hospltals provide a
full range of treatment and diagnostic facilitiea and many are
responaible for pioneering advances In medical technology.




. The sueceszs of thia two tler approach ean be seen in the
continuing increases 1 1life gckpectancy amMong the UK
population =as a whole and a downward trend 1n Infant
mortality. However, the UK ayatem of =ssaial benefits
conztantly evolving. The management and organisation of
NHS i3 . onder review ©to build on exiating success
elflficiency,
and %o place more emphasis on local mapnagemenkt aof loeca
services.
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THE ELDERLY

Paople who have reached State penslon age (8% for men and 60
forr women) can qualiry rfor the aontrlbutory flat-rate State
pension - 946 per cent of retbtired men receive tha full rate.
Women may receive pension In thelir own right or penaion of G0
per cent of Lhelir husband's pensicn 1if they do nol receive
more: on thelr own contpibutiona. In addition, people eitier
contrioute far an oacupational o privata panaion o
contribute for the State earnings-related pension, and aboub
2% million pensioners now receive additional penaion through
thiz scheme (which was aet up in 1978). More than half of Lhe
workforce are in occupational or private schames.

The UE Governmsnt is ‘conacious of the soclal needs of 1iEs
growing elderly populatlon. Elderly pecple wanb Lo llwve in
thalir own homes and to be part of their community. The
Government's policy is therefore to develop community based
health and soclal gerviees which help &0 promcke independent
lLiving.

For: those élderly’ people who for some reason have nob been
able to contpribute suffielent Lo earn a penslen; Tthe Inocome
gupport scheme provides a guaranteed adequate Income while bhe
Housing Benefllt acheme pavs 100 per cent of renkb Cor people of
this inoompe level.

PEOPLE ON LOW INCOMES

aotlial assistance In the [nited EKingdom 13 a nabional scheme
administerad by the Department of Soclal Securlity. It
providesa Citle Eo & guaranteed gdequate 1lncome Lo all groups
ineluding - the ealderly, the. sick,; lonsa parenta and: the
unemployed. Halp fa avallahlea to averyone in need without
Lime restriction and in particular iv provides a basic inoome
For long-term unemployed people Inecluding Gthoase who have
gxhausted thelr eanbtitlement to conbtributory Unamployment
Banafit.,

Foer those who are noet working full-time, Income Support
guarantees an adequate Income and thias scheme has recently
been. reabructured o glve addibional help to familles with
children. PFamily Credit 1s a benefit designed to supplement
full-time earnings where thess are low and there are children
in the family.,

Houaling Beneflt provides help of 100 per cent of renl to those

recéiving Income Support or with the eguivalent incomea level
from obther sources. A3 benefit i3 gradually withdrawn as
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income excesds Lhak level and aboutbt 2 million pecpls with
Inaomes above the Income Support leyel receive help through
this achee with rent and local taxes.

PEOFLE W: 1 DISABILITIES

The Unltec Eingdom provides a wilide range of State benefits faor
tha aslek and disabled at a8 coat of about E£9 billioo a year.
In addif. 'n, there 1s a well developed syatem of cccupational
slck pay ochemes, Benafita ara paid for both short and long
term sickness. In the shert term, people can receive Sickness
Beneflt or Statutory Siek Pay (paid through an employer). For
long: term sickness; Invalldity DBenafit Is pald. These
benaflits are contributory. Forr those who have nobk been 1in
recent employment a non-contributory benefit - Jevere
Disanlement Allowsnce - Is awvallable.

The extra gosbs ol disabllity aps mel by Mobility Allowarnce
for people wibth walking difficulty and Abttendange AllowWwanoa
for those who need attention or Bupervision. In addition,
Invalld Care Allowance Is avallable fo someone loocking after a
diasabhled parson. All of these benafits, whilch ‘are FTop eXira
neaeds rabher than income replacement, are non-contrlibutory.

Where a disability is due to an induatrial accident aor
agoaupabional disease; benefibas are avallable to compensate. for
the diszablement iftself and for resulting loss of earnings
capasiby.

L wida rapge of =ervices 3 rprovided TfTor people wWith
dizabilitlas in tha UK by health authorities, local
sutheritiaz and voluntary organisationa and the Employment
service, They oover & very broad spectrum - medical and
nursing care; rehabllitation; therapy,; supply of squlpment,
support services in the home, holidaya, rellel for carers,
gocess to Information ‘about losal =services and sapeglal
employment services for employed and unemployed peopla with
disabilities, The objeacbtive is to encourage and enable people
with disabilities to live independent livea in the community

Local -authorities must ensure that young disabled pesople
leaving aghool receliye Lhe services they nead.




EMPLOYMENT

COLLECTIVE BARGAINING

In the UK smployars and employees are free to decide pay,
houra of work, holidays and othar terms and conditions of
employment by colleative bargaining, by indisidual negotiabion
o by whakbever olihlier means they ohoose. Emplovass are
generally free to decide for themaelves whether or not to joln
a trade union and are protected by the law againsft diemigsal
on grounds either of membarship or of non-membership of a
uniaon.

Over the last 10 years the Government has carried through a
programme of legislative reforms to reduce industrizl confliet
and to sbrengthen the demccratic righta of trade union
mambsra. The pumber of days loat tShrough sbrikes has been
reduced Ffrom an average of over 13 million in-each year In the
19703 to less than 3 million in the latest 12 months, Union
members are now guaranteed the right of & s=secret ballot te
glect Lhelr leaders and to declde whether or ook Lo abkrike.
Legialatien alsoc providea that workers cannot be T[orced
against thelr will teo take part n Indoustrial action by
picketling by outslders.

THAINLNG

The Goverpment attfaches very great importance bto achieving a
akilled workforea to meat Ehe needa of Ehe labour markat of
the 15908, and it is now establishing a structure of induatry-
led Tralning and Enteprprilias Counalls geaped to local training
neads and economic development. It ia encouragling provision
of relevant training by employera and training organisationsa
throughout the individual's working life. In 1986/7 employers
spent some £18 billion on training. The Government spends
haar’ E¥ bBillien. on training programmes, malinly for
unemp. oyed and voung peaple,

The wmajor Goyerament Gtrainling progragmes are Lthe ITouth
Tralin!nhg Scheme For young pecple. and Employment Tralning for
long- “rm unemployed people over 18. These programmes
guarz tee training to all school leavers under 18 who do net
Find and to anyone agad batween 1B and 25 who has been
unemployed for betwean six and twelve months. Thare are




earrantly more. than 386,000 young people on YIS, and ET ean
help over half a milllon long=term unemployed people In &
VEA Both ftheae prograomes alm to provide individuals with
high gqualibty tralning leading to gualifications.

EQUAL OPPORTURITIES

The UK has ocomprehensive legislation, whiach predates EC
legialation, promoting equality aof opportunity and equal
treatment regardless of sex, A EBystem of industrial
tribunals, Wwith poWersa Lo awanrd compengation and
painatatemant, provides Ifndividuals with an lnexpenzlve means
of redrass againat disorimination in the employment rfield.
Almost wuniquely in the EL, individuals can also turn to the
Egqual Opportunities Commiszion for free advice and assistbance.
Thiz 1z a atatutory, Government-funded body which ean also
conduot investigabions and serve non-disoriminstion nobloas,
and haa issued a Code of Practice, approved by Parliament.

The BE has a-oatber record of employment growbh, parbticularly
for women, than any otheér EC country. Since 1983, 1.8 million
more women have entered paid wark. The UE has tha ascond
loweat female unemployment rate (4.4%) and the second higheat
female partleipation rate (869%) in the EC.

Egulivalent legislation also exists 1n Greab Britain ocatlawing
diserimination on grounds of prace. The Commisslon for RBacial
Equality's functions regarding racial equality are similar to
thoas of the Egqual: Opportunities Commlsslon regarding sex
gquality.

INDIVIDUALS' RIGHTS IN EMPLOYMENT

All emplayees, regardlesa of the hours they work, are covered
by legiglation dealing with a number of important employment
plghta. Theae 1nelude egqual pay, discrimination on groumds of
gax or race, protection -againat the employer's insolvency and
unfair Yreatment related Tto trade union saectivitlies. In
addition, everyone who has worked for at least 16 hours a week
for two vears for tha same eamplover (63 per cent of all
employess) can elaim other legal righta. These inolude
redundancy paymenkba, redréss agalnet unfair dismlssal, and the
right to maternity leave. Induskrial Teribunals provide -an
gecesslble means of dealing wilth complainta.

SERVICES TO UNEMPLOYED PECPLE

The Government providea a comprehensliye placement service
through ftas  hetwork of 2,000 Emplovment Service offices
throughout the country. 1.9 million people, 80 per cent of
whom were unemployved, are placed in jobs =svery year. ihe
offices provide Fres accesa to a range of services, malnly for
unemployed people, including entry 0 Sralpning programmes
(particularly Employment Tralning), Restart, which last year
provided over 2 mlllion individual dnterviews for long-term
unemploved people, Jjoboluba to help Jjobzearch and moblvation
and the Enterprise Allowance Scheme to halp unemploved people
to st up thelr own businesses.
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PART-TIME WOURE

Econamla growkh and Iincreased labour market flexibility has
led to B greab cxpansion of opportunities for part-=time wark.
Sinae Hareh 19 over 1.4 million part-time jobs have been
argated, partic arly in the zervice Iindustriss which benefit
from the flexibiiity part-time working affords. The EC Labour
Farae Survey soows bthet bhe wast mejority of part-time
workers -~ nine out of ten - have chosen to work part=-time
becapae 1L suil thelr particular circumstances; by enabling
them to combine p.id work wikth other activities.

EMPLOYEE INVOLVEMENT

Emplavoe involvement is one of the major success stories of
Britiah I1pduatry, and many Britlesh employers ars ameng
Eurcpe's leading exponents of the beat modern pragties. This
sUroess has developed S A valuntary baals, with the
ancouragement of fovarnment. One of the most effective ways
of increasing commitment ia to give employees a direct atake
in the owpership and proaperliy of the buslnesa for whidh bheay
WOk, through prafit-gharing, employes ghare ownerahip
(ingiuding employee share ownershlp plans (ESOPs)) and profit-
related pay. The Government has directly encouraged Ehe
extansion of zuch measures fhrough tax reliefs whioh haYe been
introduced or extended In 9 ocut of the lastk 10 UK Budgets.
More generally, 10 million people own shares, and about
450,000 Personal Equity Plana, which provide Lax lncentives
for eguity investmenk, have been teken outb.

HEALTH AND SAFETY AT WORK

UK leglalation provides a comprefnensive framework For
maintaining, improving and enforcing standards of oecupational
health and safeby. I provides fTor the protection: ol
amployeas, the sslf-employed and members ol the publis from
risks which ariss from work activities, and plgces compulsory
duties on all thoas 1lnvolved. Many EC proposals are either
derived from this legislation or developed in parallel with
T A The leglilation 1a devised and implemented Ehrough the
tripartite Health and Safety Commisaion {comprising
pepresentatbives from employers, unions and local authorities)
and its Executive. Standards of enforcement 1n the UK are
among the highest in Europe, and leval of acoldenta among the
loweat. The Commission employs over 1200 ipspecters, aboul
hallt of them Factory Inapectors.




FACT SHEET

THE UK LABOUR MARKET

Employment

*

#

Workforce in employment oeover 26.5m - highest ever.
Maraeh 1983 number of people in Jjobs increased

million.

Over 3Im =&lf=employed; up' by more LHanN
1979 .

Part=time employment at 6.25%m - 2U4% of workforee.

Unemployment

#

L]

Mow atands at 1.835m, down by 1.298m since July 1986.
Unemployment rate (UK} 6.4% (Male 7.9%, Female 4.4%).

OECD standardised rate £.9% - well helow EC average of
9.4%,

Fallas in all reglons of Ehe UK.

Long=-term unemployment at 744,000 and has fallen
Lhan botal unemployment.

Young people's unemployment -1B-24's 473 lower than 3 years
AZO .

Living atandards

*

#

W

#

Wall into Bth successive year of growth averaging 3%. Real
Ltake home pay of married man with 2 children on average
sarnings up by nearly a third since 19768/9.

Women

§349 of labour force are Women.
11.4m work or are sacking wWwork

Only UK in EC has lowetr unemployment rate For women than
M .

Industrial Disputes

#

Yumber of stoppages in 1988 lowest for any year slnce 1935.




. FACT SHEET

MATHN SERVICES FOR EMPLOYMENT, TRAINING AND ENTERFPRISE
Restart

Counselling interviewa for long=-term unemployed. In last year
2.2 million interviews carried out and 43,000 people began
motivational Restart courses,

Johatart Allowance

Offers £20 a week for up to b6 months for unemployaed people who
take lower-paying Jjoba. 10,700 applicakions accaepted last
Ve,

Jobolubs
Fapilities, support and motivation for job-hunting. Currently
1,000 Jobolubs with plaoces for 175,000,

TRAIRING

Youth Training ﬁpheme

Broad based veocatlional education and training for 16 & 17 year
ald. 386,300 entrants now in Etraining. Place guarantesd to
all unempleyed aghool leavera. Cosl Z£1bn a year.

Employment Training
Flexible package of Eralining for long-term unemployed. Will
help up to 560,000 in a year at a cost of £1.4bn.

Career Development Loans
Loans to individuals for training or wvocational education.
£7.5 million worth of lending on over 3,300 applleatlons.

Open Learning
Improved acnesa to trafining. EZ2.T6 millieon provided in
1989/90

small Firmas Service

Frea managamant and bu=zinaas Information servioe and
counsalling by experlenced businesamen. 280,000 enqguiries In
198B8/89.

Enterpriase Allowance Scheme

Helps unemployed people to atart their own bualpnesa by
providing a weekly allowance of END for one year. a0,000
plapes availahle par ysar. 440,000 set up in busineszs aince
scheme began in 1982.

oPECIAL NEEDS

Help for people with Disabilitie

Advice, rehabilitation, ¢trainirrs &nd sheltered employment.
Over £310 million apent helping sund 200,000 disabled psople
lazt yvear.

Inner Cities
Help for unemploved peaple and amall bugineasss. Government
apands over E3 billion In 5T Urbapn prograome: areas.
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FACT SHEET
SOCIAL PROTECTION

The Elderl

¥ Ahout: 40 @ million individoals aprs i receipt of basle
ratiremarit penalon = an increass of one m lian: avepr Lthe
last ten years. Baale pension is increased ially in lLine
with the movemant in prices.

Basio pension ia intended to provide a secur: Foundation in
rabiremnant; Ehe wvaszbt majority ofF pensiciiars: alsg have
income from oLther sources, eg sSavings, oecupational
pensions gnd earnings. Pensionara' average LTobtal net
inocoma increasead by 23 per cenkt Iin real terms betwesn 1979
and 1986.

In Cctober 1988 the Government will introduce a new incoma
ralated beneflta packaga for older gnd disabled pensioners.
It is esatimated bthat over 2.5 millicn pensionera wlll galn
from thls measure.

Penslioners' average Lncome from savings inereased by
7.0 per cent a vear (64 per cent over the pericd) In
terms between 1979-84.

About 7O per cent of pensioners had savings lhcome In
{gcompared to 60 per cent In 1979).

Pengioners' incomes inoreased in real terms bwice a3
a3 those of Gthe populatlon as a whole batween 1979 and

Expendibure on benefits for the ealderly rose by 24 per
in real terms between 197879 and 1988/9.

Doecupational pensalion achemes typiecally provide a pension of
2/3 salary for 40 years aservice or 1/2 salary plua a lump
sum and most also provide widow'a benafits.

Avaraga inaoome I rom asooupational pension sachemas inoreased
by T.1 per cent per annoum 1n real terms bebwesen 1979 and
1485 .

The Disabled

Expenditure ia now rPunning at almost £9 billion a year =
ingrease of ovar 90 per cent in real terns since 137%.

Increase in average numbers of recipients of maln beneflts

1978-79 1988-89 Per Cent

Inve Lidify Benefit 600,000 1; 130,000 185
Non-contributory Invallidity 150,000 265,000 176
Pen - ons3evare Disablemant

ALl Janoe

Attendance Allowance 265,000 TRO , Q00
Maobility Allowance g5, 000 530, 000
Industrial Injuries Benefits 230,000 =90,000
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Low Income Familien

% Incoma Suppor an income related benefit payable to
peopls no in ull=time work whose incomes are nsullficient
Eo meat thelr needs and thosa of their dependants. 'Lt i3
payvable without time limit including bo pecple who are long
term unemployaed. '

Family Credit iz an -indome-related bensflb payable Lo
working famillea with modeat aarnlinga. The avarage benefit
g £25 a week.

Housing Benefit is an income-relatsd benefit to help pecple
With low income in any category with housing costs, ie both
rent and rates (local taxes). It meebts 100 per cenkt of
rent lor people ab Income Support levels.

The Sovial Fund provides pavments Ffor maternity and funesral
coata Lo people on low lnooomes, grants Lo nelp wilh garling
[or people In the community and makes Interssbt=free loans
Lo ‘pepple on Income Support who are faced wilth large and
neceggary ltems of axpendlitura.

The Family

® Child Benefit iz & tax=fres, non-contributory benafit paid
Wwithout any income tesat for all children at the rate of
£T.25 a waak,

One Parent Bapnafik ia an addikion to Child Benaflit af ER.20
a weak where there la only one parent in a family.

Ihe wvalue of Ffamily support hazs rizen 27 per cent in real
terma ocver Lthe last decada.

Planned Tetal Social Security Expenditure by Broad Groups of
Beneficiaries for 1985/90

£ millions
Eldarly Peopla 24 , 650
Sick and Dlaabled Peoplsa 8,670
Family #,840
Unemployed People 5,240
Widow and Orphans 1,220
Totat Benafit Coats U8B, 320
Adminfistratiaon

Tatal

NEB Of the benefit payments, £27 billion are contr Hutory
benefita and £271 billion are non contributory.
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EUROPEAN COUNCIL, MADRID: STATEMENT

I enclose a first draft Statement on
the cutcome of the Burcpean Council in Madrid.
I should be grateful for comments in the
course of the day - and if possible by 1430
- together with supplementaries.

I am copying this letter and enclosure
to Alex Aallan [(HM Treasury), Clive Norris
(Department of Employment), and Trevor Woolley
and Roger Lavelle (Cabinet Office).

C. D. POWELL

Stephen Wall, Esg.
Foreign and Commonwealth




EAMART,

FR !E MINISTER

CONFIDENTIAL

EUROPEAN COUNCIL IN MADRID

¥ou will no doubt want to say a few words in Cabinet about the
European Council in Madrid. The points you will want to

sEtregg arag

Wz sucesedsd in holding the others back from accepting

the Delors Report as a whole. We are gommitted to Stage 1

only and there is nothing automatic about moving beyond
Ehat.

You reaffirmed cur intention to join the ERM once

inflation was significantly down and there was
satisfactory implementation of the first phase of the

Delors Report, including free movement of capital and
abolition of foreign exchange control. But you were not
under any pressure to set a date or a deadline and did
not do s0.

It is clear that other Mamber States will in due course ikt

E‘I r -.—"'“

| AP PY i

want to move beyend Btage 1, It is doubtful whether most
of them really want 5tages 2 and 3 of Delors: and the
more they look at them the less they will like them. We

need Lo start to draw up an alternative vigsion of what

might follow Stage 1, which keeps crucial decisions on
aconomic and monatary matters in the hands of national
governments. The French Presidency are likely to puash
ahead rapidly with further work on this subject. It

would be helpful for a group to be set up to produce

recommendations for Ministers by the early autumn, It
should draw on outside expartise as necessary. ffffﬁ

- o e e
Ch,. ¥
CHARLES POWELL
28 June 1989

EAMAR L CONFIDENTIAL
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CONFIDENTIAL

FM MADRID

T0O DESKBY 2209001 FCO

TELNO 654

OF 2B0T40Z JUNE B9

INFO DESKBY 280%0DZ EC POSTS

FOLLOWING FROM HAMWMAY
MIPT: EUROCPEAN COUNCIL: MADRID: 26727 JUNE: COMMENT

1. THIS WAS AN UNEXPECTEDLY SUCCESSFUL EUROPEAN COUNCIL AT THE
END OF A VERY CREDITABLE FIRST SPANISH PRESIDENCY. BILLED IN
ADVANCE BY AN OVER=EXCITED INTERNATIONAL PRESS CORFS AS A
FREDICTABLE BLOODEATH, WITH BRITAIN ISOLATED ACROSS THE BOARD, IT IN
FACT CONSISTED OF AS SERIQUS AND GOOD TEMPERED DEBATES AS MOST
OBSERVERS COULD REMEMBER TAKING PLACE AT A EUROPEAN COUNCIL AND IT
ENDED IN AGREED CONCLUSIONS ON A WIDE RANGE OF SUBJECTS, THE SOCIAL
DIMENSION BEING THE SOLE EXCEPTION TO THAT RULE. GONZIALEL'
CHAIRMANSHIP EARNED HIGH PRAISE: AND THE PRESIDENCY/COUNCIL
SECRETARIAT/COMMISSION DRAFT COMCLUSIONS CIRCULATED OVERNIGHT WERE
PITCHED ALMOST EXACTLY RIGHT TO ACHIEVE COMNSENSUS THE MNEXT DAY,

2. THE MAIN I5S55UE BEFORE THE COUNCIL WAS THE FOLLOW-UFP TO THE
DELORS GROUP REPORT ON ECONOMIC AND MONETARY UNIOM. A GENERAL DEBATE
ON THE MORNING OF THE FIRST DAY, MARKED BY A CONSTRUCTIVE STATEMENT
BY THE PRIME MINISTER INCLUDING A REFERENCE TO OUR INTENTIONS OVER
JOINING THE EXCHANGE RATE MECHANISM RAISED HOPES OF AN AGREED
OUTCOME WHICH WERE SHARPLY REDUCED BY WIDEMIMNG DISAGREEMENTS OVER A
PREMATURE FPRESIDENCY ATTEMPT TO DRAW CONCLUSIONS THAT AFTERNOON. IN
PARITCULAR FRENCH PRESSURE (WITH ITALIAN AND BELIGAN SUPPORT) TO
RUSH A DECISION ABOUT AN INTER-GOVERNMENTAL CONFERENCE, LOOKED AS

IF 1T MIGHT DERAIL THE PRESIDENCY'S ATTEMPTS TO0 REACH CONSENSUS. BUT
WHEN THE DISCUSSION RESUMED ON THE SECOND MORNING ON THE BASIS OF A
TEXT WHICH COMTAINED A KHOL SUGGESTION PUSHING THE CONVENING OF AN
INTER-GOVERNMENTAL CONFERENCE BEYOND 1 JULY 1990, THE FRENCH WERE
QUICKLY ISOLATED AND ONLY GAINED A MINIMAL DRAFTING CHANGE.

2. THE FINAL OUTCOME IS5 NOT IDEAL FROM OUR POINT OF VIEW, BUT IT IS
4 GREAT DEAL BETTER THAN AT ONE TIME LOOKED LIKELY. WHILE THE
CELORS GROUP REPORT IS COMMENDED, IT IS ONLY TO BE ""A'"' NOT '"'THE"'
EASIS FOR FURTHER WORK. THE GOSPEL ACCORDING TO PARAGRAPH 3% (IN
FOR A PENNY, IN FOR & POUND) DOES NOT AFPPEAR AND,. IN AN OBSCURE
MANOEUVRE WHICH NOONE ELSE UNDERSTOOD AND WHICH CAUSED DELORS

FAGE 1
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CONSIDERABLE CHARGIN, THE FRENCH ACTUALLY MANMAGED TO WEAKEN THE
REFERENCE TO THE GLOBALITY OF THE EMU PROCESS. THE CONCESSION WE
MADE IM ADMITTING THE INEVITABILITY OF AN INTER-GOVERNMENTAL
CONFERENCE WAS MORE APPARENT THAN REAL, GIVEN THAT SUCH DECISIDNS
ARE TAKEN BY A& SIMPLE MAJORITY. THE PRIME MINISTCR HWADE IT CLEAR TOQ
HER COLLEAGUE THAT THERE COULD BE NO AUTOMATICITY ABOUT THE TIMING
OF THE CONTENT OF A MOVE TO STAGE 2 FOR WHICH UNANIMITY AND
PARLIAMENTARY RATIFICATICN ARE NEEDED. MEANWHILE THE PREPARATION OF
THE NECESSARY DECISIONS ON STAGE 1 WILL HOLD CENTRE STAGE. AS WE
WISHED.

4. THE SOCIAL DIMENSION PLAYED VERY MUCH SECOMD FIDOLE TO ECONOMIC
AND MONETARY UNIOM. THE GEMERAL DEBATE REVEALED A GOOD DEAL LESS
WHOLEHEARTED ENTHUSIASM FOR THE DRAFT SOCIAL CHARTER THAN THE SOCIAL
AFFAIRS COUNCIL HAD DISPLAYED ON 12 JUNE. THE PRESIDENCY'S
CONCLUSIONS,. BY SEEXKING QUR AGREEMENT TC A TEXT WE HAD ALREADY
REJECTED ON 12 JUNE AND BY AVOIDING ANY ATTEMPT TO COBELE TOGETHER
SOMETHING LESS EASILY REJECTABLE., MEANT THAT WE CAME UNDER NO
FRESSURE TO CONCEDE GROUND. THE PRIME MINISTER SET OUT OUR OWNM
FOSITIVE CONTRIBUTION TO THE SOCIAL DIMENSION.

- MOST SIGNIFICANT OF ALL FOR THE FUTURE HANDLIMNGE ON THIS
SUBJECT, A DUTCH TEXT CALLING FOR THE RESPECTIVE ROLES IN THE SOCIAL
FIELD OF COMMUMNITY LEGISLATION, NATIONAL LEGISLATION AND VOLUNTARY
AGREEMENTS TO BE CLEARLY ESTABLISHED WAS AGREED. THIS SHOULD GREATLY

COMPLICATE FURTHER DISCUSSIDN OF THE SO0CTAL CHARTER AND HAS THE
MAKINGS OF A POTENTIAL BULWARK AGAINST EXCESSIVE COMMUNITY
LEGISLATION.

. NOME OF THE DTHER SUBJECTS DEALT WITH IN THE CONCLUSIONS WAS
DISCUSSED IN ANY SUBSTANCE BY THE EUROPEAN COUNCIL ITSELF ALTHOUGH
THERE WAS SOME DESULTORY REFERENCE TO DEBT AT THE HEADS OF
GOVERNMENT DINNER. THE MORIBUKD SPANISH PROPOSAL FOR A EUROREAN FUND
T0 REPAY DEBT WAS GIVEN ANOTHER AIRING FOR PROPAGANDA FURPOSES. ON
THE INTERNAL MAREET WE GOT MODET OF OUR PRIORITIESE EMNDORSED. THE
COORDINATORS REPORT OM FRONTIERS AND THEIR WORK PROGRAMME WAS
ENDORSED WITHOUT ANY RE-RUN OF EARLIER DISPUTES BETWEEN ABSOLUTISTS
AND PRAGMATISTS. ON THE EMVIRONMENT WE AVOIDED ENDORSING (BUT
AGREED TO CONSIDER) THE COMMISSION PROPOSAL FOR AN AGENCY: AND, WITH
HELFP FROM THE DUTCH, FEWDED OFF A HORRENDOUS TEXT INVITING THE
COMMISSION TO PROPOSE HOW TO CLEAN UP THE WHOLE DOF THE MEDITERRANEAN
REGION. A USEFUL TEXT ON FRAUD WAS ADOPTED AT UK SUGGESTION.
UNEXCEPTIONAL TEXTS WERE AGREED ON TAX, WITH AN END~-YEAR DEADLINE
FOR REACHING HEADS OF AGREEMENT ON INDIRECT TAXES. THE INTERMNAL
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HARKET COUNCIL WAS INVITED TO ADOPT THE BROADCASTING DIRECTIVE, TC
THE EVIDENT DISCOMFORT OF THOSE WHODO ARE VOTING AGAINST.

T ON EXTERNAL ECONMOMIC POLICY ISSUES, ECFEFTA, THE URUGUAY ROUND.,.
THE LOME RE=MNEGOTIATIOM AND TRANSATLANTIC RELATIDNS UNDER THE NEW
ADMINISTRATION WERE ELESSED.

5 . TOU MAY FEEL THAT THE ABOVE ACCOUNT GIVES A SOMEWHAT ROSE=-
COLOURED PICTURE OF AN EXTREMELY TRICKY MEETING, THE TWO MAIN
SUBJECTS OF WHICH WERE ONES WHERE WE RISKED BEING IN A DANGEROUSLY
ISOLATED POSITION. WE HAVE CERTAINLY NOT BANISHED THESE RISKS FOR
ALL TIME. BUT I BELIEVE THE INEVITABLE AUTUMN DISCUSSIONS ON A
SOCIAL CONTRACT/SOLEMM DECLARATION WILL BEGIN WITH US IN &
SIGNIFICANTLY EBETTER POSITION THAN WE WERE BEFORE THIS MEETING. AND
THE SOOTHSAYERS OF DOOM, DIVISION AND TWO SPEED EUROPE ON ECONOMIC
AND MONETARY UNION WILL NOW HAVE TO CAST THEIR NETS TO THE MORE
DISTANT WATERSE OF 1991 RATHER THAN (A5 THE FRENCH WOULD DEARLY HAVE
LIKED) BUILDING UP THE EUROPEAN COUNCIL AT THE END OF THE YEAR AS A
HMAKE OR BREAK AFFAILR.

GORDON LENNOX
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You ssked for an early =ight of the full record of
the Madrid discussions, which UKREF traditionally
reconstruct from the Anticl briefings, and from the
Forelgn Secretary's notes.

I enclose the record of the first day's discussion.
This may still be subject to slight amendment as UKREP
double-check all their scurces. In the time available,
they have not yvet been able to produce a text for the
second day. The attached reporting telegram (Madrid 645)
contains a general report of the second day.
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Private Secretary
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FEON JAMES LEE FOR COI EADIO TECHNICAL SERVICES
TRANBCEIPT OF FRESS CONFERENCE
QIVEY BY THE PRINE NIFISTER, NREZ. THATCERER,
IN NADRID, ON TURSDAY, 27 JUNH 1040

FRINE MIN1ETHR:

As you know, thﬁuﬂmilhlhdtumppllﬂlthmw
difficult issuves affecting the futers of the Comsunity. Ve have
mda as much progress as we can at this staga while leaving longer—
tera issues for further discussion. Throughout the last esix months
and particularly at this sseting, we had the benefit of an excellant
Bpanich Presidancy.

Britain has playad a very active part in arriving at
Conolusions which we cam all accept. Lat ma take you quickly
through the main iewues:

¥a have had a very good reaffirsstion of the priority
importance of completing the Singla Market with ths emphasis on the
areas of particular interest to the United Kingdom - finameinl
sarvices, tachmical standards, trassport and public purchasimg.

It is accepted that thare will not be a Withholding Tax which
some had tried to makes a condition for tha abolitiom of foraign
exchanga cootrol. Tou will recall that the ssis countries ars

committed to abolition by 1 July 1990.
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FRINE KINIETER (CONTD):

Ve have wide acceptance of the need to keap checks at
frontiers agaimst drugs, terrorism and criminale, axpressed iz the
report of the Coordisator's Group which the Buropsan Council
accapted, while making free movament for law-abidiag citizens a
greater reality.

On the political sida, wa have all arpreseed our uttor
condammation of what has happensd in China and set cut a mumbar of
magures which we all agresd to take.

¥e bave also reached conclusioos om the Niddle Eewl and on
tha Labanon.

0f course, the main issues have been economic And monatary
mitters and the eocdal dimension.

Do the sconomic and momstary matters, tha mais practical
achievemsnt of the Council has been to agree on the early
{mplesentation of Btage 1 of the Delors Report. This involves
campletion of the Binsgle Narket, abolitiom of all forsign sxohangs

controls, o frea market in finannial sarvices anmd strengthlening of

competition policy, which of course maans reducing subsidies. Thasa

are all things for which the United Eingdom has campaipgned etrongly
and whare we are well ahead of cther mssbars of tha Comsunity.
I+ aleo drawe attesmtion to tha importance of all mambar

gtates joining the Buropsas Nonetary Exchange Bystem of the HES. 1
mada a statemsnt on that which was received positively.
Va have also sgreed to do further work om what might

aventually follow Btage 1, but wa have reached no conolusdiom about

that.
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FRINE NINIETER (CONTD)!

ﬂhﬂmpmthhlmhp:rtun!ﬂndhdn!nrthil

furthar work but sot the only basis. It will be possibls to bring

in other idess and otber approaches for the progressdve realisation
nf economic and mometary union, but let me emphasise that thars is

abeclutaly nothisg automatic about going beyopd Stage 1. ALl that

ia for future decieiom.

This further work will of course be difficult. Thare are
substantial differences of view. ¥a shall, of course, eet out
Eritain's views clesarly and vignrously.

On social matters, of course we accept that there is a soeisl
dimension to the Bingle Markat.

The Conclusions comtain a very satisfactory recognition that
the highest priority is creating cooditioos for more ]obe. Ve do
not believae that tha proposed Boocial Charter would help job creatiom
and that ie why wa could mot acoeapt the Conclusions of tha Jume
Bocial Affairs Council And we bave oconfirmad that refueal here.

Ve balieve that by imposing extra burdsna oo business, it
would meke the Community less competitive. Thera ars very
diffarent traditions of how wa hamdle these things in diffarent
mepber states and wa do not accept the need to have it all
detearmined from the centre.

The Conclusmions do bring out a very importaut polnt, namely,
that national legislation and voluntary agrenmsnte have an impartact
role in achisving the Commmity's social dimsnsica. Ve shall be
putting this viswpoist very stromgly im the further discuseions

which will taks placa.
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FRINE NINIETER (CONTD):

To sum up: wa hava agreed at this Coumcil on what can ba
dooe now and wa have set tha scens for furthar discuseion of other
lesuas over the pewt momths and years ahead.

Yes, there are vary difficelt issues to ba resolved on which
viewn differ widely. Lei ma just remind you how much Britain has
contributad to shaping the Community over the past faw yearm:

refors of tha Comson Agricultural Policy; establishing the Bingle

Markst; and getting the budget under control. ¥o shall be just

as active and just as vigorous im fighting Britain's corpar is

futura discussions.

Eay [ have your questions, Ladies and Gentlamsn, plessal

(END OF TRANSCRIFT A - CONTINVED OF TEANBCRIFT B) FNNN
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FROX JAXES LEE FOR CO1 EADIO TECHNICAL SHEVICES
TRANBCRIFT OF PEESS CONFERENCE
GIVEN BY THE FRINE NINISTHE, NEE. THATCHER,

IF NADRID, ON TURSDAY, 2T JUNE 1980

EESSCsxr oo R R SIS S ek e o O W .-

TRARSCEIFT P - (CONTINUED FEON TRANSCRIPT A):

I-Ilrnnnn-——----muﬂu_———-

JOHN DICKIE (DAILY MAIL):
It eoems that you bave comcedad at laast ome point om

accepting the peed for aa inter-goverassatal conferssce which wight

involve chapging legislatiom in the Oaited Kisgdom.

Are there any other concassions you have made and how do you

balance ths pros and tha cons?

FRINE NINIETHR:

Vith regard to an ister-goverumental conference, n dacieios
will have to ba taken when it is thought that ope should be
convaned. 1 have been through this befora. Lat me tall you what
it im

A decimion to convene an inter—governmental conferenca can bae
takan by a simple msjority vote. 8o we may vota in the minority,
but it will not etop aa ister-governmental conferance from bl ng

callaed. The Conclosions of that inter-governssntal conference have
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FRINE NIFISTER (CONTD):
to ba reached by umanimity and it is quite clear from round that
table that thay would have n simple majority very very esamily, wo in
fact one is conomding nothing, but of course ons ham aot beam
convened and our task was to get in wordse which meant thare muet bae
full and adsquate proper praparatiom loag bafora any inter—
govarnmental conferenos oould be called.

I have not the slightest chadow of doubt we smhall vota
against it At that time; I have aqually mot the slightest shadow of

doubt that wa shall be in tha minority.

JANES (DAILY TELBORAFH):

In tha House of Commoms in Nay, you said that the Delors
Beport would effectively msan political union and & United Btatsa of
Burope and that the Govarnment did oot believe thera could be future

treaty amendsents based oo that. Ie that still your view?

FRINE KINIBTER:
Tea. An tha Delors Report is on Btagea 2 and 3, yes, the

nymbar aof fundassntal issoes that will be tronsferred from natiomal

parliament to a rather amorphovs group of people whoss duties and

rights are not specifically defined bui who are not publicly

aceruntable, that tranafer would ba wvary conmidarable indesd. [t
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PRINE NINIBTER {(CONTD):
would be the biggest tranafer of national sovareigaty that we have
ever had and 1 do mot think 1t would be mccaptabla at all tao tha
Britieh Parliamsat that we should tranafer certais fusdamental
rights over the Budget, over tha Hudget Daficit, over sconomic
structurs and over moastary policy to anothar Eroup.
Mltuntnhntuu-i:-r—nd it 18 brought in on me
vary vividly every time I coms to these Buropasn Councils = that
Farliament plays & very central position in the accountability of
the Goverament to the people. 1 will go and wmke & statemsnt on
Thureday about what happemed hers. 1 will be cross-examined on it
for about an hour. That doss oot happen in many othar Placas. I
think Nr. Gomzalez goes down to his Parliament about three timsa a

year to maks a statement and is not cross—examined. Bo we really

are the Nother of Parliament and Parliament ie cantral and, of
course, cestral to Parliament itealf iz control over the Executive
aa {or am finance is comcerned, 8o that goes to the beart of the
Dalors Raport.
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FRINE NINIETHR (CONTD):

[ cannot give you a date st all, VWhat [ know is that we are
ahead of many of our partsers in the Commmniiy Lo dolag certains
thinga. Vo hava fres copital movemsnt; we have abolishad axchange
cantrola; we are anxious to get on with the Dirsctives oo freeing—
up lovestmant sarvices and we are very pleased with ths recent
Banking Dirsctive.

¥e are very asxious to have fresr trada. For aexample,
abips from the comtinent of Buropa cas pick up busipems in our ports
~ cabotage business - we cannot autommtically pick up business in
their ports. Ve are moh frear on shipping cabotage than they are,

In fact, wo have not bean ahle to got rociprocal treatment at all wo

in the Marchast Ehipping Aot we have takes provieion not to allow

freedom of cabotage because they ara aot dolog it.

On transport cabotage, which both Rud Lubbers snd I were vary
kean to have @o you go mcross Burops and you can plek up loads, aay,
from Bome, across EBurcpe ae you come back. Ve camnot do it at the
momsnt.  They will oot allow that kind of frasdom, =0 we are way
ahead of tham in wany of the freedoms and what we can do about
Joining the Exchange Eate Nechaniem will to a largs artent depend
upon how much further they are prepared to go in freeing things up

a0 that we bave a falr basie upom which to join,
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QUESTION:

Prims Minister, could I ask you a two-part question om Anglo-

Irish ralations after your meeting with Mr. Haughey and tha raviaw
of the aparation of the Agresmsot?

Do you foresee amy political developsente ia Northers Ireland
ia tha mear futurs and secondly, what is your presest positiom om

the issve of axtradition?

FRINE NINISTER:

By position on the use of extradition has ot changed.
Tharn are some extradition cases which gp abead but we obviously
would like more to go abaad.

Becondly, with regard to the Asglo-Irish Agroemsmt, tha
review is completed as to ite working. The review went very well
and I do mot think there is anything fresh to report at the moment.

I am airaid that dows pot make very big news for you but 1t

mkes good news for the people.

JEFF NEAD (FEESS ASHOCIATION):

In tha context of this Bummit, it has been suggested that you
a0 longer command wide public support in the wake of the Buro—
elections. Would this belp to explain your softensd tone and your

positive approach, particularly on the ENU questios?
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FRINE NINIBTER:

Baariog in mind that we in fact ware iastrumantal inm
raforming the CAF, we were instrumental iz gettiog & sound budget, I
would aoct say that wy approsch has differed ot all, On the Buropean
Nonetary text that we spent such a long time considering, it was not

1 vho wvae isolated — 1t was President Mtterrasnd.

QUESTION:
PFrims Ninister, you have spoken about the possibility -

indesd the probability - that you would be in a minority wham a
deciaion comes to be taken comvening an inter-governmental
confarence.

Are there any circumstances im which you might refuse to

participate iz such a conference if you felt ths preparations ware

not full and adequata?
If I could just add to that, why do you think it was you were
aot able to securs the suppart of a siogle other sember stata on thae

quastion of the soclal dissnsion and the Soclal Chartar?

FRINE NINIETER:

With regard to your first question, I think it is pever right
to leave an empty chair because in fact, last tima this happaned we
went along and took part in the discussdios, To leave an espty chair
means you bave no influence over the diecussion. You are right in
one respact: 1t would of course msan that you cowid not get
unanimity from amn inter-goveramsstal conferssos if you did oot go,

but I thisk 1%t is bad policy to leave an empty chair,




FRINE XINISTER (CONTD):

Da the &ncial dimension, it is extracrdisary how mueh euppart
you get for the ideam which you put - extraordisary how much
Ssuppart. Spesch after speech mada the poiot that we are all at
different stages of development, we all bave a different bistary
With ragard to trade unionm matters or which social Barvica wa have
anocuragwd and I think you will find that the tart which has coma
out saym that all of thess differences must bs taken into acocount
and that the principla of subsidiarity muet bs ocbearve which mAans,
of coures, that mamy things are not suitable at all for the
Commtesion asd should be 18ft to the maticnal countries. And a0 ona
got in fact lnthmqult-ngmﬂdnlni-umtndﬂ W
quita clesr that soms people thought that 1t was only & solem
declaration which as you know {t {s not - it is the basis for many
Mrectivea,

bome of those sations thare have not yat ratified this
Chartar which, of course, ia the Buropean Boeial Charter of tha
Council of Burops. Wa have and implemented it, and @o, just to

mke certain that we ware not taken to task about our social policy,

T brought ours along becauss of course it is very mich more advanced
than soms countries. [n other respacts, some others have advanced
in different things. Bo there is ours - available for everyonas.

It 1a an extremsly good one. And what emerged from the definition
and from the discussion was that many pacpla taks a similar view to
what wa do and I think that because of the view wa have taken that
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PRINE NIFNISTER <CORTD):
thare is not unanimity. We might fiad that our view will pravail
asd 1t i@ a vary good prizoiple that you leave mnat of your social
sarvices to your mational countries and do got have tham dominated
by Directives from the Commission.

Vhea it comss to amployment which of course im part of the
social dimsnaion, we actually have craated more jobs — 3 million
jobe since 1086 - than anyone elee in tha Comminity. Bo we are

actually, on practical schievemsut, well ahssd of moat.

QUESTION:
Last yaar, aftar the Hasover Bummit, Fou menticasd no need

for a sisgle currescy im Burops. Do you etill think so?

FRINE MINIBTER:

I think there ia no need for a single currency in Burops.
You cam have your mometary policy by many other means and on the
whola, wa hawve gome with monetary and economic pollcy towards
convergence by woluntarily sdopting the sams sound policies. I do

not think thare is soy need for a single currency.

FRTER JEWKING (THE [NDEPENDENT):
Prime Ninieter, ¢o you have amy vision of Your own of an

®conmmic and monetary uaion but bayond Dalors Phase 1 spd diffarent

to bie vimion of 1it?




FRIXE NINIBTHR:
I think that we mhall probably hope to have further papars

pot 1n to the ferthar study. [ think this week's *Economiet® had a

vary gnud'lﬂinlu pointing out that there Aad bsen mo discusaion at

all of precicaly what an econamic or monatary union was - tha
various different modala.

Normlly, 1f you are asking for a stody to ba done, you would
aay: “Look! | wanmt g study of various different sndsls of economd o
and menetary uoiom, the steps that bave to be taken, what can be
achievad from sach, the drawbacks to anch!" None of that was dons
at all. They did not avem commider bow to defina it, let alone tha
wiaps which chould be takes towsrds differant muiels. It was, I
thought, a very good article and thers bave bean quits a large
tusbor af articles recently which have baen mych more critical of
that Heport and which would considar altarnative ways.

Vo cball have to pursue this fairly closaly to see if we can
gt differsot models put in for a further stage because clearly,
Btage 2 is pretty well open and tha Delors Ksport is ooly one basic
on which Btage 2 has to be conmidered.

T might eay etraightaway that thers are eome thinge in Btages
2 and 3 which most of thosa pecpla simply would not have. (ne thing
which ooocurs readily is that cna of the Btages says that you have to
g0 mbesolutaly to parity, to a rigid exchangs rata - no latituds at
all. VWell soms of them just would not be in it on that bamis and

Alen it meems to be quits absurd. You build in & rigidity lika
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PRINE NINISTER (CONTD);

that than you are building in snorscus distortions elsawhars, [
come from the Bretton Voods parioad. I reassnher only too wall ip
Parliasent many time whan we just 81mply could mot hold the parity

urmnﬂdmu‘-lﬂimmmtbﬂﬂmmﬂﬂu‘u-_m

out public sxpenditure, we must cut various sooial Sarvices, we met
bave a prices and incomes palicy snd of tourss with your interest
rates you lome & good daal n!lnt:l.tud.ll:l-l:lrlr.t;idj'm becomm and
I think that many people would not agree to that straightomay. In
fact, I think oncea wa get the discussion You will fipd a lot of
peaple will dissgree with what it Propocea and we might try to find
& naw model. It i{g an interesting intellectua] erarciss, sconogic
exarciss, smmatary policy axercice, but we will bave to embark upon
1t. If you hawe ot any ideas, let um know!

NICHABL JONES ("BUNDAT TINEE™);

Prizs Nioister, how dg you resct to being desoribed ag "a
braks on Europs® &od bearing in mind who eaid it, how do you loak
forward to the Frasch Prestdency of the Council?

FRINE NINISTER:

It 1ie & bit rich isn't it, someone who bas not got fresdom of
Gapital movemsst apd ham not abol1shed axchange controls and who
wmnte tnputmnmuﬂm.rtndult. calling me & brake gn
Europe? He has scarcely got into the car yeti (laughter)
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CHARLES GRART (“THE BCONON1ET" ) ;

Prima Ninistar,..

FRINE NINIBSTHR:

I bope you heard what I just emidl i =hall watch your
articles with the greatest possible intersst! Thers wers threa

articles - it wam one | was rafarring to.

CHARLEE GORANT:

From your kind comssnts on our article, would | be right im
imagining that baving cowsitted yoursalf today to the lomg-term goal
of ecopomio and mometary sion, you would favour 1t eo long as 1t did
wot iavolva central comtrol of budget deficits and other sorts of

political supsretructura - you would favour a winimlast goal of
mopetary uniom?

PRINE NINIETER:
Yes, that is correct but the commitment comss ifrom a phrase

in 1972 bafore we actually joinad. The phragse is: "The

progresaive reslisation of sconomic and monatary unica.® It goes

right back to that,

That particular phrasa was repsated in the preasble to tha
Bingle Aot and what we are committed to is not economic and snatary
union but to the progressive realisation and [ say the differenca,

becauss ona has the maning of stages, namely that you kind of aas




FRINE NINISTHR (CONTD):

tha neceasity for sach next stage and absord that sext stage without
going pall mll for Something which describes itself as "economic
and monetary uniea® whiah might not suit the twelve member atates.

B0 it oomme from that 1972 agreamnt bafore we joined.

RATEOND LLOYD (THE NEV INTERNATIONALIST)
The Quasn ham just installed Juan Carlos am a Inight of tha
Gartur. Is Britain taking any initiative to invita Bpain to becoms

a msmber of the GT at tha Parie Busmit naxt month?

FRINE NINIETER:

The whort snewer 1s: Yo, It was a mrvallous ceramony; we
were all delighted with the honour, Ve have o proposals at the
moment o anlarge GF. If and when we evar do, there are a whols 1ot

of paople who would 1ike to be considersd as tha nert candidate.

QUESTION (CHANNEL 4 NEVS):
Prizse Ninister, you wpoka earlier of President Nitterrand

baipg isclated 1n the Commnity, Does this berald a paw ara in

relations within the Ei:lll.m:l.t]r?




PRINE NINIGTER:
¥o. Let us be accuratel 1 Spoke about him baing isolated

for a time on the text of Bcunomic apd Konetary Usion and the raal

point of battle, if you want to kmow and if ¥You go and look at it,

wae 4b of the commusique. That was tha real point of battle and wa
want on that for a very long timm and ha was isclated and eaid that
he could mot agres with it unless we changed 1t.

In the end, nml;didnmﬂmnhungnmtluhﬂgm*

but it was not I who was isclated. But do not say he was isclated

@84 other peoples not basing abla ta!
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Morning Session 26 June

1. The meating opened with the usual speech by the Fresident of
the European Parliament, Lord Plumb concentrated on the main
subjects on the agenda - EMU and the social dimension - but
referred aleo to the success of the co-operation procedure and to
the Parliament’s intention to produce proposals on the future
development of the Community, Gonzalez (Presidency) congratulated
Lord Plumb on his leadership of the Parliament and, after Lord
Plumb had departed, invited the meeting to discuss economlc and
monetary union (EMU).

Emu

2. Lelors (Commission) said that hie Committee had guickly
agreed on the methed to follow. They had defined the final stage
of EMU and then considered the institutional implications and how
to get there. There was nothing sacred about a three-stage
approach: one could egually well say there should be two or. four.
The final stage, once achieved, would lead to basic changes in
the Community’s economic situation with greater competitivity,
increased growth and higher employment. The basis of EMU was
monetary stability and this was a logical consequence bof the
single market. It would in turn increase the potential for
economic and social cohesion. Tha cCommittee had come to the
conclusion that monetary union was a precondition of aconomic
union and that prograss on the two must be made in parallel. The
basic concept of EMU had been spelt out in the Werner Report. He
went on to emphasise the importance of subsidiarity, Membar
states would wish to retain monetary and economic policies in
their hands and compulsery rules should be kept to & minimum. But
the axtent of -rbudge aficite would need to be govermed by
compulsory rulas. One preblem was that the Community’s budget
amounted to only 2.5% of Government expenditure so there was a
limit to what the” Community could do to support developmant in
particular parts of the Community. A system of Eurcpean banks
was required for monetary union but national reserve banks should
be left room for manoeuvra, The new institution should be
indépendent of national authorities. ' Its cbjective should Be the
cFeation of monetary STability. A decision should be prepared by
an Inter-Governmental conference (IGC). As regards the process
for reaching the third stage, this should be gradual and
pragmatic without strict deadlines and each stage should be
decided by the EBurcpean Council. What was needed today was
Political commitment t& give momentum to the process. Tarning to
stage one he said that his Committee had considered the idea of a
European Monetary Pund to deal with external problems in parallal
with national banks. But the Committee had rejected the idea and
had preferred to adopt "an institutional" approach. Thare would
be a learning process and precise proposals could ba made by the
EcoFin Ministere and the Committee of Bank Governors. Much would
depend on the economic situatieon. But there must be a <claar
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political commitment to the procese, accepting that there would
be flexibility over deadlines. The European Council should
recommend the helding of an IGC and the starting of stage gne on
1 July 1990 when the liberalisation of capital movements came
into fordeé. Gonzalez recalled that there was already agreement
en the objective of economic and monetary union and suggested
that discusgion should concentrate on procedures, in particular
the evaluation of the Delors Report, tha decision on stage one
and the link with later atages.

3. ! Lubbers (Netherlands) broadly supported the analysis in tha
Delors Report including a stage by stage approach. Tﬁ-' rinciple
of subsidiarity was jimportant. Community competence sgnuIE not
bBe handed over unless the need for it was proved. Only if better
results could be achieved™ at Community leval should we accept
Community competence. Ha agreed with Delors on thas need for
parallelism between economic and monetary union. But we should
see howWw nuch convergence betwean membar states’ budgetary
policies was needed and only insist on this to the extent
necessary.

4. “Kohl (Germany) said there were high expectations about EMU.
Public interest in 1992 had had an effect in terms of lavels of
invastment. We must send a message that wae intanded to complete
1952, The Delors Report was his starting point, We should
confirm the ckbjective of EMU in accordance with the Single Act.
The Delors Report, which had been approved by unanimity, implied

a single prccess and he supported paragraph 39. The first setage
d all

sholld start on 1 July 1990 an currancies should be included
in the EMS. A mandate should be given to EcoFin, the Monetary
Conmittee and the Economic Policy Committee to prepare a decision
on the first stage and to prepare concrete proposals for the
second stage., These proposals should be considered by an IGC.
under .hrﬁiilﬂ 216 of the Treaty which should start within a

— —

foreseaable time.

5. 3 Sartzetakis (Greece) sald this his prasenca at the European
Couficil was dus to the exceptional situation in Greece. What he
would say was supported by all political forces in Greece, with
some nuances. The Eurcpean Election results meant that it would
ba necessary to strengthen the Eurepean Parliament and to
accalarate progress towards 1992. EMU was a necessity to which
we ware all committad by tha Single Act. Europe’s role in tha
world would be strengthened. He could not imagine a single
market without a single currency and a central bank., The Delors
Report was balanced and reascnable. He agreed with tha gtaged
approach but there should ba some flaxibility. The European
Council should set a date to start stage one but decide later on
etages two and three depending on tha outcome. Thera should be
parallelism between economic and monetary union. But an increasa
in the structural funds would be neaded before the bEginning ot
the seccnd staga. Tha Community budget was inadeguate and
changes ware neaded to parmit transfer of funds to less devalopad
ragions, They should also allow tha possibility of halp for
balance of paymants problems during the transitional peried.
Greeca would need flexibility over the entry of the Drachma into
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the EM5. We should prepars the first stage and think about the
rest. The Treaty would need to be revised and thare would have
to he a central bank system whose powers would need careful
Btudy. The aim should be to develop a Eurcpean aconomic space
and to create a Community Reserve Fund which could intervene at
the request of s member state. Greece would examine the Delors
proposals on the economic side, dealing with budgetary and macro-
sconomic pfoblems., New institutiona were needed but national
prerogatives should be remembored. The process of democratic
contrel should be enlarged.

%. t Jchluter (Denmark) welcomed the entry of the Peseta intn the
EMS . He thanked Delors for his report and emphasised the
importance of prograse in this area, Wa should concentrate on
procedure and start work =ocen. The final cbjective had already
been agreed but the Council should consider the measures for
achieving He could not agree to paragraph 39 without all the
details of the latdr stages having been negotiated in advance.
The Committee of Central Bank Governors and the EcoFin Council
should be given a mandate to start wark immediately. EcoFin had
already agreed that work should be started on etage one, it
should alse clarify stages two and threa. There should be
discussien on when a decision on an Ige ghould ba taken. He was
in faveur of deciding on it in due coursa,

7. ¥ Martens (Belgium) congratulated Delors on his unanimously
adopted report and recalled the Hannover commitmant to EMU.
Concrete progress was now needed. He supported the principle of
a staged approach, Tha Report should be taken as a whole - it
was an important step towards European unign. The European
Council could not afford to have a fallure on this subject -
progress must bea ‘a douze’, He recalled the success of the
internal market and the EMS and underlined the benefit for the
Community of having a greater monetary weight in the werld. This
would make the Community more competitive. The Eurcpaan Counesil
must create the momentum for an immediate start en stage ona. He
referred to paragraphs 51 and 52 of the Dalors Report. The
Commiseion should establish an indicative list of measures to be
congidered by an inter-Governmental confarenca, The European
Council “should hear a repert on these twé points in December.
Stage one should start on 1 July 1990 and the principle of an IGC
should be agreed. Work should be started taking account of the
position of some menmber states,

B. b Le Mita (Italy) said Hannover had already agreed on the
principle of a common monaetary spacas. What was needed wan
decisions on proceduras. The Daelors Report had set out the
process and we must avold going back on a rapert approved by
twalve Central Bank Goverrnors. It ig not necassary to define the
stages today but we should decide on the objectives and agree on
procedure, as described in the Delorse Report. There was already
agreement on the first stage. This wae the starting point. We
should agree to hold an IGC without satting a date. Further work
Wag needad on some aspects of the Delors Report. The Community
BUSt not limit itself to the single market but must go on to EMU
and increase its weight in the world. This would be an important
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accelerator towards political union. The lack of interest in the
Eurcpean Parliament elections was tha fault of national
Governmants who had not sufficiently highlighted the attractions
af EMU,

9.1 Lavaco (Portugal) said EMU was important for tha futurs of
the Community. It should be seen as a whole and ag a part of
European urion. He agreed in principle with ths Dalors Report
but there were some elements lacking. The process of moving to
economlic and monetary union must be accompanied by certain
guarantees, in view of the financial and s=social cConsegquances
which would flow from it. There must be a means of transferring
resources to the poorer countries. Otherwise there was a risk
that there would be flows in the cppesite diraction. Thara was a
need for compensation so aa to produce a balance and a symetrical
development. The mechanisms needed to realisea EMU would mean
some loss of national autonomy. All membar states should be
Created the same in EMU. The Delors Report implied monetary
faderalism. Was this compatible with a small Community budget
invelving only 2% of GNP? The Community budget should be given
tha means to re-establish balance. In sum he accaptad the
principle of EMU but the conditions which would aveid dastabili-
sation in certain countries must be further defined. The aim
should be stability in all member states.

10, ¥ The Prime Minister recalled the UK'as support for monetary
co-cperation and the freedom of capital movements and a wider
market for the ecu, Wa were In favour of the abolition of
exchange controls. The Hannover European Council had agreed that

there should be concrete stages leading to the progressive
realisation of EMU and we should bas pragmatic. The Delers Report
was right to go for a staged approach and tha analysis was
valuable. It brought out the fundamental implications of stages
two and thres. We were ready heére and now to make &n early etart
on “#tage one with effect from 1 July 1990. She welcomed the
Delore Report's call for a eingle Community financial area and
for the completion of the single market together with the
strengthening of Community competition policy. 1In some respacts
she hoped the Community would go further in etage one than tha
Delors Committee had recommended, for example in the use of the
ecu. As regards the ERM, she said that had sterling been
included at the time it was in effect a patro-currency, the
result would have been damaging for the ERM. Sfie had always made
clear that we would join Tthe ERM when the Einme was right but this
would have to be carefully dudged. She could re-affirm the
United Kingdom's intention to join the ERM in cenditions which
would strengthen tha ERM. The timing would depend on progress in
the UK against inflation and progress in the Community on a
single market and particularly on the abolition of exchange
controls. The timing was for HMG alone. Turning to the later
stagea, we had Sericus difficulties with zome agpects. EMU
implied an enormous shift in the control of economic and fiascal
policy which would not be acceptable to the British Parliament.
She thought others would have Similay problems, We, and it would
seem others, had great difficulty with the report’'s treat-ment of
fiscal policy. Control over budgets was tha exception rather
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than the rule even in federal states. She was also sceptical of
the idea of mas¥iVé subsidies for the periphery. Market forces
should be left to get rid of differences in competitiveness.
There was also a problem of democratic accountability. These
ware illustrations of the kind Bf iesues which needed to bhe
addreased. We should consider whether other modals of economic
and menetary union were poseible. We should endorse tha
conclusions of Finance Ministers whe had agreed to undertake
preparationa for stage one as a priority task. This should be
done as a matter of urgency. Wa should agres that the Delors
committee Report had Dbeen  wvaluable, that the long term
arrangements needed further study but that their recommendations
for early action should be implemanted.

ll.ci Haughey (Ireland) strongly supported EMU. He accapted the
process spelt out in the "Delors Report. He agreed on the need
for a balance between economic and monetary union. The European
Council should give the process political impetus, He was in
favour of holding an IGC but it muat be properly prepared. To be
maaningful it must take account of the probleme of poorer and
peripheral regions. Cohesion could only ba promoted if regional
divergences wore diminished.

12."'"" Santer ({Luxembourg) thanked Delors for his report and
expressed support for a single currency. The Delors Committee
Report wes a &ontinuation of the report by M. Wernar, Both
remained valid and the Council should give momentum te the
process. In the monetary field, the framework of EM3 already
existed. The budgetary =ide needed to catch up. He was prapared
to support the principles of the Delors Report. The European
council should agree on staga one but should not convene an IGC
until there was a homogenecus basis for a conference. We should
agres on stage ona and on the definition of the objective but
should =study further the Delora Raport and other possible
alternatives.

13, Mitterand (France) recalled recent progress in the Community
including docisions on agriculture, research, the intéernal
market, the social field, the lingua programme and eXternal
relations (GATT, Eastern Europe, Middle East). He congratulated
the Spanish Presidancy on their achievementz. We must now go
further. We were halfway to 1992 with only three years te go but
we must all work together, as agreed in the S5EA, for political as
wall as economic objectives. We were committed to a certain
vision of Europe and must decide whether we still wanted it and
when, Procedurs must be agreed BGt should not aTter the
subastance. The Delore approach was good and the debate should
not ba tog difficult, A deadline alfeady existed and if we
mizsed it we would not get the Furcpe we wanted. But a f[irst
stage without a second stage would be pointless. We must go
further than a deadline for the first atage. Stage twe must
follow. Thera must be no failure in Luxembourg and a further
deadline should be decided now. He recallad that the Community
had not failed in Milan when, as now, failure was axpected.
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14, Gongzalez thanked speakers and said he would prapare oral
conclusione to presant after lunch. Political agreement was
c¢lose and he hoped to finish EMU in an hour and a half after
lunch.

Afternoon Segglion, 26 June

15, Gonzdlez said he thought agreement could reached on the
of four fundamental pointe:

Tha European Council would ratify the cbjective of EMU as
decided in the Single Act and the Hannover conclusions;

We would accept the Delors Report as tha (or a) basis of an
overall process by stages towards EMU. We must move toward
economic and monetary union in parallel:

We should decide to start the first stage on 1 July 1990
EcoFin should be instructed to make the necessary
preparations;

some delegations thought it desirable for an IGC to be
summened to prepare the second and third stages. Othars
preferred to give a mandate to tha compatent organs of the
Community to make the necessary preparatory studies in
advance of the IGC.

16. HKohl sald he agreed tc the first three points but (d) was
not eclear. In his view the Eurocpean Council should give a
mandate to the competent authorities (EcoFin, the Foreign Affairs
Council, the Bank Governcrs, the Monetary Committes, the Economic
Policy Committee and the Commission) to put down concrete
proposals [for the segond phase and to take decisions on stage
one. The IGC should start work ag soon as stage one had started
and once the necessary work on stages two and three had gone far
encugh to serve as a basie for the conference. =

17. The Prime Minister said she was not happy with point (b).
She thought that the Delors Report was bettar described as "a

tool for further work". The reference to "a step by step process
leading to EMU" could be read as implying a transfer of
fundamental sovereignty which sha and many others, could not
acogpt.

18. Gonzalez said Kohl had correctly interpreted one of the two
alternative positions he had described in point (d). But
President Mitterand wanted to hold an IGC now, He referred to
paragraph 64 of the report. The Prime Minister said she was
concerned about paragraph 64. Many member states did not accept
stages two and three because of the massiva transfer of
sovereignty involved. We wanted work done on other ways of
achieving EMU and could not accept the report as the basis for
further development. She was not alone in thinking that total
inflexibility in the ERM would be harmful for a number of pecple.
More work was needed.
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19. Xohl repeated that he accepted the first thrae points but
that on the fourth peint the appropriate body sheuld take
decisions on phasa one and should make concreta proposals for
phasas two and three. We should not ba asked to buy a pig in a
poke. When the work In hand was finished wa would go on to the
ﬁﬁt HLﬂ-gE!

¢0. The Prime Minister said more work was needed but net an the
basis of Delors’' stages twe and thrae. Other ways of achieving
EMU must be considered. Thea Delors Repoert involved a transfer of
soveraignty. How could we go ahead with a conference until the
further work had been dena?

21. Lubbers weleomed the Presidency’s four points and suggested
adding to the second the etatement that the appropriate decisions
would bes taken, taking account of the need to Keep a larger
margin of autenomy in ata (than 1in fthe Dalears
RePeIt] In accordance with the principle of subsidiarity,

22. Delors, speaking personally, said that he had never said his
report was the bible. He had drawn attention to some weaknesses
in it. He could accept Lubbers’ suggestion. Subsidiarity was

alrundﬁ discussed in his report and the principle could certainly
be menticned. There could be no decision on individual stages
unless the whole was considered as a global process. But each
ELtage would not necessarily be exactly as described in the
report.

23. The Prime Minister said that since Delors was present as
President of the Commission and Chairman of the Committed, he
could hardly speak on a personal basis. Tha report was a
reasonable document which could be considered further but she
could not suppert the whole thing, in particular paragraph 30,

24, pBechluter said that sevepral member atates had doubts about
stages two and three. The conclusions must not provide for
automatic transition from one stage to ancthar.

25. Haughey said the conclusions must say explicitly that the
report was accepted as a basis of work.

26. Gonzalez said that even the author was not claiming that the
report must be accepted in toto. What was neaded was a political
deciasion on the basis of his four points, which he rapeated. Now
that the report was on the table we must go beyond the Hannover
conclusions and must take a political decigion invelving the
setting in motion of stage one and complementary studies of
stages two and three in praparation for an IGC. He agreed to
take up the idea of subsidiarity along with the 1idea of

parallelism of progress towards ecomomic and monatary union.

27. danter said he could accept the Presidency’s draft
conclusions with Xohl’e glosa. He agraed with Martens that the
second stage should ba defined.
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28. Gonzalez said he was ready to accept Kohl’'s formulatien of
point (d).

29, Cavaco saild he was worried about EMU. The Presidency

compromise was acceptable but he atressed that the Delors Report

should be accepted as 3 and not the base for preparator studies
on stages two and three by the appropriate Commun y authorities,

A decision to call an IGC should be taken after these studias,

He ceould agreae to the 1 July 1990 start. z

30. De Mita said he could accept the Presidency’s conclusions
provided point (d) was clarified and provided the four points
wWwere accepted as a whole. The important thing, as the Prench had
sald, was to decide where we were going. He was reluctant to
accept the delay in agreement on the IGC but would accept the
formulation proposed if all accepted it. It should be agreed
that there would be an IGC and that the date would be decided on
the basie of the praparatory work.

31. Martens said he could accept the four points with Hohl’s
amendment. Paragraph 39 was In his view essential. There should
be a commitment to the whole process in parallsl with tha
decision for tha start of stage cne. Otherwise we would never
get beyond stage one. Kohl said we must re-affirm the Hannover
objective. The gquestion whether the Delors Report was a basge or
the base did not matter. If anyone had better ideas than wers +o
Be found in tha Delors Report they could ba fed in at any stage.
We should set stage one in motion and instruet the competent
bodies to produce concrete proposals for stages twe and three
with an IGC only after the estart of Etaga one and when
preparatory work was sufficiently advanced. Othervise there was
a rigk of a serious failure. After two years of "Buro-sclerosis"
Wa must not be afraid to grasp the nettle.

32. Eghluter supported Kohl. There should be a careful study of
etages two and three. THEé Delors Report was not the only model.

33. Lubberg sald the Presidency text should include the words
"on condition of verifying, stage by stage, that tha principle of
subsidiarity is respected®.

34. Sartzetakis said he could accept the Presidency conclusions
and the Kohl amendment. There should however ba a reference to
accompanying policias,

as. Tne Prime Minjster said that EcoFin had agread that the
Delors Report was 3 valuable basis of work and we could agree to
this description. We could alsc agree that further work should
be done on later stages. But we could not agree to go further
until we had seen the results of this. Bhe would need to see the
draft conclusions in writing before taking a final position on
tham. y

36. Do Mits said that if the Kohl formula was adopted and stagae
dne only accepted, the goal of EMU must be acceptead.
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37. Gonzalaz said he could accept Kohl’s formulation of polnt
(b). He could alaso agree to take account of Lubbers’ comments on
subsidiarity and the polint raieed by Sartzetakis and cavaco. It
was pointlese to worry about "a base" or "the basa™, We should
draft round this point. There was no need to mention paragraph
39, A written text of conclusions would be presented which
would: repeat the intention to proceed to EMU, note that there
was a basis for work by experte, agree to begin on the first
stage and agree to set in hand preparatory work for later stages
ragquiring Treaty change. It would be up to later Eurcpean
Councils to decide when the work had gone far enocugh to convene
an IGC.

38. Mitterand said there was a risk of the discussion golng back
Lo rero. The Delors Report should be the basis of discussion.
The Hannover conclusions were agreed. If some member states did
not want EMU, they should say o0 now. We could not go ahead {f
some accepted the Hannover conclusione and others did not. It
was not acceptable to go for stage one only. This was a asingle
process and stage onea shou ead to tha general objective. It
must be accepted that there would be second and third stages. We
could not identify the contents now because this would depend on
future decisions, for example on the IGC which would prepare
revieions of the Treaty. He would not refusa to compromise but
the idea of an IGC could not bes left in the far distanca. We
must agree on the principle of an IGC but not the substance. He
could accept the idea of subsidiarity but it should not be
regarded as a general principle or we would ba going back 15
yaars in the history of the Community. Sovereignty had been

given up ever since 1957. We should agree: to work on the basis
of the Delors Report, that Hannover was an acquis, that the first
stage should start on 1 July 1990 and that there would be two
more stages; and that thare would be an IGC to revise the Treaty.

3%. Gonzalegz said a text covering the four pointes and including
the points made by Kohl and Lubbers would be circulated
overnight.

Eocial Dimension/Internal Market

40. PDelors said the work on the internal market was going well
and would lead to a major advance in the Community like that in
Germany under Erhard., Thirty two texts had been adeopted undar
the Bpanish Presidency and half of the reguired decisions had now
been taken. Progress had bean made on financial services, but an
effort was still needed on insurance. Progress had also Lbeen
made on public procurement and technical standards. Thara
remainaed work to be dona on a number of fields including tax. On
audiovisual he would like to see progress on HDTV and on the
Broadcasting Directiva which should be adopted before the
September deadline. He also supportad the audiovisual EBureka.
On physical frontiers, the Co-ordinators Group had done well and
should be instructed te continue the good work. Some important
decisions had been taken on the environment including small cars
and the London and Hague Conferences. The European Environment
Agency was intended to collect existing data and give sciantific
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opinions about the environment, It would not have a centrol
function. It would be open to the EFTA countries. Turning to
the social dimension he recalled that this was based on a serias
of articles in the Treaty of Rome. It was nothing new. The
implementation should respect subeidiarity and the diversity of
practices in member states. Undar his Fresidency no proposal had
been presentad which interfered with sovereignty. His prioritias
were the fight against unemployment and cchesion. ‘Two million
jobs had been created. The structural funds proposals were being
implemented. Another important aspect was the social dialogue
which was useful at the Community laevel to keep the unions in
line on the aingle market. The dialogue Iinvolved such subjects
as continuous professional training to make the market moras
flexible and the prospect of a single labour market especially
for the highly-gqualified. On the Social Charter, the Community
must re-affirm its basic values, This would be important, for
example in relation to the Poles and Hungarians. It should not
involve any changae in the balance of powers batwean member states
and the Community. Subsidiarity should be respected, but the
Charter would have great political and symbolic value. It wase
limited to the area of work (and did neot include eg family
questions). The conclusions, supported by 11 Social Affairs
Ministers, were useful,

41. Andrisgssen (Commiseion Vice-President for External
Relations) recalled tha increasing interest of third countries in
the single market, 1992 had increased tha Community‘s prestige
and self-confidence, But we must axercige greater responsaibility
in respect of developing countries, in particular the ACP, Latin
America, and Asia and in the field of debt. In the Uruguay Round
the Community had made it ¢lear that we wished to ba partnare,
not fortress Purcpe. We had played a positive role in the MTR.
in the US the campaign againast fortress Eurcpa was weakening.
The U3 had become more open to the Community as made clear by
President Bush’s spesch in Bosten. Scme short term problems
remained however. The single market was particularly important
for the EFTA countries who were starting to look for a more
institutionalised relationship. But they were split and we could
not be sure of the result but tha Community would have to
consider whether we were ready to co-operate with them at an
institutional level. Theres had alsc been important progress in
relations with the East Furopean countries. He referrad to the
Co-operation Agreements with Poland and the USSR. The Russians
attached an enormous importance to this negotiation as he had
discovered during his recent trip to Moscow. These davelopments
underlined the need for coherence between Community activities
and European political co-operation.

4#d. Gonzalez said that there was only ocna hour left to discuss
the single market, the social dimensicn and external relations.

43, Lubberg congratulated the Spanish Presidency on their
achievements but said that there had been delays in some areas.
He cited road transport, especially cabotage and tha excise duty
on diesel. These points should be covered in the conclusions.
On the Social Charter, hie views were closa ta thesa aof +he
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Commissicn. The Charter sheuld provide for minimum righte and
the question of third country immigrants should not be forgotten.

44. The Pripe Minister emphasised the need for more progress on
alr transport and en read cabotage. There was aleso a naed for
Frogress on freedem of establishment for investment services and
insurance as well as on standards and certification and the
freeing of public procurement. Wa must also ramember the
importance of implementation. Thers was a risk that some member
etates would by 1992 have failed to bring the numbar of agreed
Directives intoc force. We must intensify the fight against state
aids. There must be no delay in liberalising capital movementsg,
On the Social cCharter she said that each country had ite own
social policles aven if thera wers common elements, such as the
wish te reduce unemployment and improve the guality of lirfe.

adoption of a Social Charter would be used as a hasis for
Proposing Directives. There were some points in the draft which
were in direoct contradictien with our social legislation. The
Council of Europe Charter was & good text. Tt wag prefarable
for aeach member state to deal with such matters as tha
handicapped, the retired and the sick by its own metheds. She
was opposed to the setting of a minimum wage. It was better for
pacple to work and, if they could not earn snough, to have sonme
compensatory payments depending on family size. A minimum waga
would act against the mobility of the labour force, Soclal
action should respect the principle of subsidiarity. Each
country had a different history and we should not seek to imposa
an identical system on all. This would be artificial. She
Wwondered why the propoeed charter contained rights but no

obligations. The appreval of this document would send the wrong
signal to public opinien.

45, cavace said there had not bean enough progress on free
circulatien of pecpla, particularly the right of residence. The
Co-ordinators Group had produced a good report but there appeared
to be distinctions between those member statas which had eigned
the Schengen Agreement and the rest, The Social Charter was
needed to balance the drive for the internal market. We must not
forget the problems of those migrant workers who were naticnals
of member states. The Charter should be based on a progressive
approach, bearing in mind the different cenditions in sach member
stata.,

46, Marteps said the internal market meant that there would ba
some losars and solutions were needed for them in the context of
the Social charter. Subsidiarity must be respected. Thea
Commission should, as they had proposed, have contacte with
member states and the social partners bafors acking the Ceouncil
Lo adopt the solemn declaration. Its value would be politiesl
and symbolic and it could be followed Up in certain areas such as
part-time working and maternity leave. Migrant workers should
not be left out. ©On tha Broadcasting Directive, Belgium's
cpposition was based on a number of genaral arguments. The lack
of & system of guotas meant that there would ba no guarantees.
Broadcasting companies should be asked to contribute financially.

11
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47. Sartzetgkls said the social dimension was important. a
soccial space was essentlal for the single market. The Charter
should not be considerad as interfering with the labour markst.
The single market was a method of achieving prosperity for all,
based on our common values. The charter would be a guarantes for
all that they would benefit. All levels should be taken inte
account since their support would be nasdad. The Commission’s
draft was balanced and it was important to create a common
Community identity. Basic social rights should be converted into
obligations for sach member state and the Commission should
pragsent an action programme. The ideal of a united Europa with
common social factors arose from our cultural heritage and
prasented the human face of the Community.

48. Eohl said he supported the French proposal for an
audiovisual euraka. But the inclusion of guotas in the
Broadcasting Directive was not reasonable and would create
conflict with the US. We needed the support of the US on HDIV.
Un the soclal dimension we needed agreement with ocur =ocial
partners, He supported the conclusions of Social Affairs
Ministers. We should concentrate on the rights of workers and
continue discussion with the social partners. Ha agreed with the
Prime Ministar on the importance of national differences. But he
saw no objection to a catalogue of the principal rights euch as
collective bargaining, minimum working age, holidays and flexible
working. The Commission =should continuae its discugsions but
should aveid peolitical slogans. He was against a ocentralised
approach but wa should adopt a common minimum standard.

45, Santer sald that the social dimension was crucial for
sccial cohesion. A solemn declaration would be a atep in the
right direction. He was in favour of binding minimum standards
put we must avoid too much regqulation. We should identify the
measures for a common policy and institute some approximation
while aveiding over-regulation.

50. Haughey agreed with the Prime Minister on the neead to
libaralise alr transport. It was important to keep a balance
between economic and social progress. He was in favour aof
progress on the =social dimension and the social charter was
acceptabla provided it took account of each member states’
traditions and differences. He agreed with the proposal for a
Eurcpean Environmental Agency. Much progress ahould be possible
on the environment as the European Elactions had made clear.

51. gGongaleg said it was difficult to draw conclusions but he
was grateful for the tributes to the Spanish Preesidency. Not
much progress had been made on fiscal matters or the alimination
of physical barriers. We must fulfil our commitments in these
areas. But the internal market was being achieved and did have a
social impact. We must make sure it led to the creation of new
jobe, The social dimansion was not limited to the Social Charter
and the social dialogue was also useful., We should issue a clear
signal that we wanted progress on the draft sccial chartar. Wa
shnould alsec make clear that it should reapect tha diversity of
national practices as well as the common elements. He hoped that
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the agreement of 11 Social Affairs Ministers could be convertad
into agreement of 12 at the Eurcpean Council. As regards the
Broadcasting Directive it wae important to keep up the momentum
and to try to reach agreement in September. We should Welcome
the French propesal to hold a conference on audiovisual matrars,
The conclusiens should include a paragraph on the environment
which would cover the European Envirormental Agency. This would
be discussed tomorrow. On the social charter, he did not expect
approval of the Charter but acceptance of the principle. This
wolld be a major step.

5¢. Lubbers repeated tha need for more progress on transport.

3. The Prime Minister said she had a lot ta say on the social
aspacts but would leave it for the time being.




What have you said abaut EF?E

We have pgresd that Stage One of the Delors Committee report will
beain on 1 July 13990, The report of the Committee envisages
all member states becoming full members of the EMS during Stage

ine. For obvious money market ressons there can be no guestion

setting an exact date now. We must get our inflation down, and

we would look for clear evidence that satisfactory progress has

been made on the single market, including in particuler the
abolition of foreign exchange controls. My s&Catement was

received positivaly.

Duqs thst mean not before 19937

No. It means that we shall teke a decision based on our practical
judgement. And I have described to you the circumstances in
which conditions would clearly exist for sterling to joint the

ERH.

Has the UX accepted the inevitability of Stages 2 and 37

They are stages. The first step will start next yesr and
decisions on the suhsequent stages will be taken only once Lhe
first stage has begun snd the preparatory work is sufficiently
advanced. MHNo one is able to define precisely here and now what
the subseguent steps will be. Thet is the whole point of further

work in ECOFIN and other bodies,




you agree that a

lWe have agreed to move stage by stage and noft to preempt

decisions which have . yet bean taken.




CONFIDENTIAL

Opening Speaking Note

= Congratulate Spanish Presidency on six months of
excellent progress on the 1992 programmes. Record
number of measures agreed - over 60. Completing the

—_—
Eingle Market remains the Community’s No 1 priority.

=. - f
L —,

- It is work which has caught the world‘’s attention.
our success or failure against the target we have seat
ourselves is the yardstick by which the world will

dudge the Community.

= Progress so far is good, and primarily because the

hallmark of the programme has been deregulation, not

unnecessary harmonisation.

———

= Hence the agreement to abolish exchange controls, the

"new approach™ to standards, last week’s "Single

Passport" for Banks and the Directive on Mutual

Recognition of Diplomas. These measures let pecple get

on with unifying the market. They keep government out

of their hair.

CONFIDENTIAL
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- Wa have respected the principle of subsidiarity, and

we must go on doing so - freeing the market to do what

it alone can do: create sustainable prosperity by

providing cpportunity.

= We must now keep up the momentum. Whatl measures can
we agree in the next twelve months to maintain the

progress of the last year?

= I suggest 4 priority areas.

Aneel o
= First, what kind of Single Market will it be if

people and goods can’t move freely? Transport is the

e

vital underpinning of the freedoms we agreed in the

SEingle European Act.

= Air transport a key sector. Some progress so far.
But more needed. Why can it be cheaper to fly from
London to Bangkok, than to Athens? Why can it be
cheaper to fly 3000 miles across America than 300 miles

within the Community?

DESABS/3 CONFIDENTIAL
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= The deregulated Dublin-London fare fell from £125 to
B —

£85 [(40% in real terms) between 1986 and 1989, If only
a——

we could do that between London and Paris or Brussels,

-

where fares per kilometre are more than twice as high.

= Making & reality of the S5ingle Market for the
individual citizen means making travel within the
Community easier for him. Whether by air, rail or

road.

- And improving the efficiency of the Community
aconomy mean removing out-dated restrictions on the
transport of goeds. Protectionist cabotage rules have

no place in a real Single Market.

= Wa nead to set markets frae. Take financial

gservices. We need to widen choice, and encourage

compatition. Following the hanking guccess we must now
S

get ahead with the Investment Services Directive, and

—
further liberalisation of insurance.

B =
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- Freeing markKets also means further progrese on

standards, and on testing and certification. WVital
——

- _. o
ways to remove barriers to trace.

-~ And it means reducing goverrment intervention.

Early agreement on liberalising procurement in the
TR —" e R
water, energy, transport and telecommunications sectors

should be possible; cpening up contracts worth at least

100-Becu a year to genuine competition; and so cutting

costs and improving efficiency.

- These 4 priorities should, I suggest, be reflected

in the work we do over the next year, in building for

mme—

T893
p—

= But having legislated on some 50% of tha measures
——

necesssary for 1992 we must not forget implementation.

Here the Community’s collective record so far is less

good.

- The Commissicn are right to remind us that our

target is not toc secure by 1992 agreements in Brussels

on the measures necessary for a Single Market. Rather
A R e T ey

——

it is to ensure that by 1992 all such agreements are
# =
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translated into national practice throughout the

Community.

=,

m—

= We must also remember that our goal is to create a

level playing field for free competition. Removal of

barriers to trade must be accompanied by action against

—

hidden distortions. Welcome Commission’s wvigorous

e — R —
approach to unfair state aids, and the launching of a
e p————— i e

study on barriers to takeovers. Hope Commission will

axtend ite work in these areas.

- In an ever more competitive world, and faced with
growing challenges from Asia and the Pacific, we as a
Cemmunity have rightly decided that our economies are

not to decline into genteel poverty.
- We have rightly decided that Eurcpe iz not to become
a quiet backwater, bypassed by the tides of new

technology, uncompetitive and inward-looking.

- We have righly chosen the more courageous course.

To go for the free competition within the Community

from which will come the new vitality to make the

Community more competitive in the wider world.
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MADRID EUROPEAN COUNCIL: SOCIAL DIMEMSION
SECOND SPEAKING NOTE FOR THE FRIME MINISTER

- Discussion just beginning on idea of Social Charter.

First Commission draft circulated last month - clearly many
problems with it. First discussion by Social Affairs

Ministers only a fortnight age. Mustn’t jump to prematura
._u_-_-_._.-.—--l—-‘—r-.,__
conclusions.

= HNeed to be clear what we are trying to achieve:

- Cannot belleve it is full harmonisation of national law —
I-I ..
2 4

and practlice in social field. This is not necessary for o
=l

Single Market. Indeed, unnecessary new regulation could

stiTle ﬁaﬁ.cﬂmpetitivenggﬂ we all seek. it

= T

- And would fly in face of doctrine of subsidiarity.
Differences between Member States’ traditions cannot ba
disguised.

- They are well illustrated in the Commission study on

Membar States’ working conditions which was commissioned at

Hanover, and which I have just seen. It demonstrates very
clearly the three fundamentally different approaches to |

— | e

social provision and regulation,| the Roman—-Germanic,| Nordic }

and Anglo-Irish traditions. |
e
- It is perhaps not toemuch of a caricuture to describe
the essential difference between the main continental
tradition and the Angleo/Irish one as the difference
between defining rights and defining illegalities.
e — e ———

- 1In Britain everything is permissible that is not barred

—

by law: I appreciate that in other countries the law may

NS1ADD/1 /YK RESTRICTED
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define what 1s perniissible. Cannct wish away hundrads of

vears of history.

- Bo what is answer? As far as UK is concerned, clear that
economic progress and development of enterprise culture have
bean achieved withnqi_gnq;;;;g;nq_bLEE_}EHEIs of social
prnte?kiqn. Cur record and our current pr;;iajuns L e

impressive: they are set out in a document which I would be

happy to circulate if that would be helpful.

- Would have no objection to our today making clear our Cﬂl“ﬁ¢%§ [
common determination that there should be no laiﬂl&m-'—"

.‘ &f social provisions because of 1992. Completion af the
Single Market should indeed have the ocpposite effect.

- Would also have no objection to our reaffirming the
intention of all member states to ensure, based on their
currant practice, that this determination applies in such
areas as egual aEEgggunity, freaedom of movement, freedom of

——

establishment, and high standards of health and safety at

a Ay

- And that it extends alsc to social protection - mimrimem
lavel of income, pensions, financial help for the low paid,

medical care and care for the elderly and disabled:—
I_ﬂ--.‘ . e

work.

- But of course the principle of subsidiarity should apply.

_—“___
Whatever statement we make should make clear that, in the

areas covered, there ought to be appropriate 1 8r
provision in each Member State. But should alsoc makeé clear
that it would be up to each Member State to decide how to
make such provisions., In some there will be greater central
regulation; in others the voluntary approach will dominate,

NE1ADD/S2 RESTRICTED
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- And it should be clearly stated that there would be no

new follow-up EC legislation (except in areas where

Community aqreeﬁEHEs Elrﬂady exist). It iz the idea of a

Commission legislative action programme, over-riding
subsidiarity and suppressing diversity, which causes

particular concern.

- UK therefore not ready to agree here and now that there
should be a social charter. W%We need to draw breath,
conslder the aim of the exercise, and see if a text which
all could accept could be devised. HNeed to study the
Commission report produced five days ago, and analysis it
contains. Need to start from first principles.

- B0 1 am ready to agree that work should continue, but I
am not ready to agree to preempt that work today.

HEIADD/3 RESTRICTED
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Secretary of State

Gonzales 4th Point:

1. Gonzales seems Lo have suggested that the 2 differing views wera:-
al Some wanted an IGC to be convoked:

b} others preferred to @ask the competent orpanisations to conduct
etudies preparsetory to an IGC.

¢. If (b) purports to summarisa 5'Agara, it is wrong - S'Agaro
called for work sa that a decision can be taken in due course on thes
convocation of an IGL, =

d. The 5'Agarea formula envissges that in due course a Yes/No decision
couwld Eﬂhtfke queonzales formwla (b) assumes that a "Yes, but not yet"
duclsiu1_— much less good, Gl wdh tw ook Vs

4. 1 sugpgest a reference beck to S5'Agaro. 0f course it is correct
that an IGC would be required when a decision to proceed to stage 2
had been taken. But no such decision can be taken today.

el —
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'HhﬂRIB SUMMIT POSSIBLE QUESTIONS

Does my RHF agree that 1if the party opposite had had its way in
1983 we would not be in the Commaity at all, and if it had had
its wish in 1986, there would have been no Single European Act,
and that therefore it is the height of hypocrisy to hear talk of
isolation in Europe from them?

Will my RHF accept that once again, as at Brussels last month,
her Government has secured all its major ojectives at a summit,
and is this not a major tribute to the skill of herself and her
colleagues and to the new standing for Britain they have created?

Would my RHF agree that any progress towards economic and monetary
union in Europe is wholly dependent upon the completion of the
Single European Market and the comprehensive Europe-wide abolition
of exchange controls, and that in this area deeds matter far more

than fine sounding words?

Does my RHF concur with the statement 'tha European Council would
be better engaged producing jobs than discussing ... gimmicks'?
Does she recall that those were the words employed by the Right
Hon Member for Islwyn in April 19857 Does she agres that it is
curious that the party opposite no longer talk about jobs now
that this coutnry has created more of them than the whole of the

rest of the Community since 19837

Does my RHF recall the Right Hon Member for Islwyn telling her
after the Milan Enropean Couneil in July 1985 that it would have
been 'fitting for the British Prime Minister ... to take the
initigative at the summit to try to bring down unemployment'? Is
this not what she has done? Would not the social charter supported
by the party opposite slow, halt and reverse the record fall in

unemployment in this country?

Does my BHF accept that the vast majority of people in this House
and in this country agree with her statement that we would not
accept transfer of decisions over our budget and our taxes to
Arussels? Is it not time the front bench opposite made its
position on this issue clear?

Ccan my RAF confirm that the European Council agreed that the
Delors Report was a contribution to the debate about aconomic and
monetary union and not the end of the debate?

Will my RHF agree that progress towards completion of the Single
European Market under the Spanish Prasidency of the council has
been excellent, and that we look to the incoming French Presidency
to concentrate upon this rather than upon other matters as its

first priority?

Will my RHF confirm that over the last ten years the policy of her
government - that we would join the EMS when the time was right -
has remained clear and consistant throughout? Does she recall
that over the same period the party opposite has changed its mind
on membership of the Community at least twice and vehepently
opposed the abolition of exchange controls?




g

1’ Does my RHF agree that the essential precondition for sterling’s
membership of the EMS is a reduction in the rate of inflation,
and that therefore the party opposite - which sent inflation up
to 26 per cent - could never ever join the EMS? Are comments
from them on the EMS not therefore wholly worthless?










