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SUMMARY "'If

1. How do the French reconcile thaip profound nationalism
With thelr powerful advoeacy of Eurcpean fnbngratian?
[paragrapha 1-2)

£. European Community at heart af Frensh foereign palicy:

mesns af: "axiriaiﬂg Freneh Influenee in bhe Werld; controlling
pPrassures on French national identity and mEanaging Germany.

Assu:ptlun that these goala will be served by fupther

integration. Little debate om "democratic gap® {paragraphs

3=7). 0On balanee, France will come out on top. French

Will support integration for as icng a3 thils rFemains the

case {paragraphs 8-10).
e

3. Balance eof Franco-Cerman relationahip 1ia changing;

rrance's overriding als remalns to anchor Germany Gto

Lemmunity but continuing possibility of tension (paragrapha
Ti=T5).

5. Implioations for UK: we share common atratesgiec fnterests
Hith the French; need to underline this in maore freguent
“entacks; must continue to bulld up Anglo-French defence
rélationahip (paragraphs 16-18).
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The Rt Hon Douglas Hurd CBE MP
Seeretary of State for Forelizn
and Commanwealth AfFfailrs

LONCON 15 December 1559

FRENCH NATIONMALISM AND EUROQPEAN I. ) } REFLECTIONS
AFTER THE STRASBOURG EURKOPEAN

re get my staff an exXas guesti
a ouestino ch was put to me by Mp Dawvid Howall HE
the Seleck mmlittee on Farelgn Affairs when
Lhey vialted Faris in MNovember. The guestien, and

nope our answer, 1ias of general interest.

ihe question 18: how do the Frepah pecchnsile

relr profound neationalism with thelr powerful

:I' European integration. We see the Freneh, I g

rigntly, &3 lntensely French and intensely nationaliastiec.
Iet they do not appear to f as many in Britain
dd, the loss of soverelignty whish would flow from,

eg, Deloprs Stages 2 and 3 Why nob?
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o The Eurcpean Community satisflas two mailnm recds
of France'a post-war forefign poliey: to maximize
French influernce on the world stage: and to cantral
and manage LGarmany, whieh had invaded Framee EhHpres
timea within three-quarters of a century. Germany
divided, with the weatern half anchored in the Communiby
and the Weatern Alliance; was a Germany which posed

no thraszst.

4. France accepted at an esarly stage that the Community

provided the surest means for a medium sized sSteke
to make her volce heard and her fmpact felt on the
warld stage (though France iz azdept at making enough
nolse on her own to get her cwn way more often than
her size would Justify). Other cocuntries came to
conclusion, that some pooling of sovereignty
Was & necessary price ror continuing Influence 1in
world affalra. France, allowing fer the occasional
hiccough, was comfortable with the transaction; ashe
w28 Ehere [rom the start of the process of European
lntegratlion and able (at a time of relative German
Wweakness and British absence) ta wrike the rules
of the elub and to shape European institutiona to
reflect her lnterests and tradition=z. In mome wWwava
the French look on the Coamunity as Franoe wrlt large.
It is not to them an allen organismation. There L=
ne sterectype here of a8 diatant, Intepfering, Brussels

bureaucracy.




CONFIDEKTIAL

Hor do the anclent prerogatives of 2 national
parliament a¢t as & constraint on French policy towards
the Community. The French, having known so many
yarietles of republic, emplre, mooerchy in the last
200 years have a resigned scepticism about pelitieal
institutions. Thelr intensely competitive Elite,
Followed hy publie opiniomn, =ee the pressrvation
al’ French leadership and Influense as & miaalon.

They reckon that what mattears is the reality of influence
over Community decision-making exerolaed By the Council.
The French Naticonal Assembly somatimes wrings itas

aands over the apparent suhardination of national
concerna and ovap lte l=patense to exert control

over Community legislation; but 1% ia not and will

ot be a :?Jar player. HMopeaver, to tha axtepnt that
thepre i3 conaern for the principle of parliamencary

contrel, the Eurcpean Parliament is there bto taks

up the democratic gap. It does not impinge wuch

on the lives of ordinary Frenchmeén (properbtional
representablon and the liat ayaktenm remove all direct
contact Lelween slecktors and members). Heverthelesa
che French have 0 be seen to take the Farliament
serloualy because 1t alts In Strasbourg,

aymbol of FTranco-German reconcllliation. And thare
ire domestic reasons for Cighting off the challenge
of Brussels. Trench party politiecal structures Fit
into the European mould. T do not think that the
French expect European parliasentary lnterferance

seplowsly to prajudlece the rola eof thelp own exeoutive.

v I B,
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6. Thus the French regard themsalves as having,

through thelr geography, history and eulture, a central
poaltlon Iln Eurcopean affaira, a2 right to lead and

to shape. And the Community, with France st the
centre; 13 3een 23 z means to enplify FPranse's: volss

in the world; only thus will it be possible ta deal

a3 equala with the United States and Japan.

At the ssame tims; the Frernch feel Llnasecure zbeut
Ereip place 1n the wWorld. Thay ape woarried about
the pressveres on their national identity, for imstapnce
from immigration and '"Angleé-Saxen' cultural pensbtration,
the use of English and the dacline of Prepah, -and
about domimation of thelys economy by the Deutsch
Mark. But they realise that these pressures will
not ga away, and they see the strengthening of Eurcpean
institutions as 8 means of controlling them and reconciling
the French people to them. Thus EMU ls calculated
to reduce German influence over French monetary poliey.
The Social Charter helps te give reassurancs about
the impact of the Single HMarkst on French workeara.
And "audiovisual Eureka' 1s presented as protecting
Eurcpean, which iz of course French, culture. This
genae Lhat thelr culbture 13 under threakt, above all
from the Anglo-Saxons, helps to explain some of tha

French feelings of ambivalence about British membership

of the Community.
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B, There have from time to Eime been tensions and
questlons about France's commitment : de Gaulle's

empty chalr policy in 19657 the in-out approach to

the European Monetary "sanake" in the mid to late 1970=2: mers
recently the reactiocn to the 'excesaive libheraliss!

of the Slngle Market = preflected in the siza of the

Le Pen vobte in the 1988 Presidential eleoctions and

in the current emphaszis on the social dimenaisn:

and Tinally the faint stirrings today of Parliamentary
aoneern at the losa of natianal esantreal which instituticnal
relaforcement might bhering. Hut gach time the esrunch

nas come, the French eatablisbment have concluded

that a France standing alone would be leas influential

and more vulnerable than Prance as a full and leading
pemberf of the Eurcpean Community. In the economlc

Field they bhold pne eégquivalent of the nuclear weapons

which allow Framce an '"independent' defence philosaphy.

And the French pecple, who belleve that they have

beneflitted subatantially from the Community, particularly
tLhe CAF, and who do not have an exaggerated respect

for France's erratic democratic traditions, have

gane along with this, howaver Ciercsly they fesl

themselves to be French.

o I A3 fop the longer term Tuture, 490 the French

Rave an agreed vislon of what 13 meant by a European
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political union? Is the enthusiasm far a Federal
Earope of, say, Prime Minlster Roecard, shared by

moat? I cannot offer a clear anawer. As the French
approach bto the Delors report has shown, their iastinct
13 to loock for centralised and therefope institutional
construetian. But there is viptually no debate about
how such evolution will affect ordinary Frenchmen,

or French sovereignty, vhatever that is teken to

maan. We come back to the assumption that the French
themaelves, by *he exerciase of their talents and

by woarking from inside, will have sufficlient control
over the institutions aa they evolve, to ensure that

Franae's interests will be safsguarded.

0. These answWwers to the exam guestlon = none of

which suggests that France will ever he other than

Cough and ifnaistent in Cighting 1t= national cornep

In Eh= Community - suggest Lo me that European integration
iz not Ztself a prior and intrinsic goed f Franca

but 8 means, first for assuring Freneah security vis-a-vis

Germany and second for assuring French prosperity

and greatness in the werld. If it turned out not

0 assure Chese things, the Frepoh attituds could

change, and could change quite quickly.
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11. At present, that doea not look likely. As we asaw
befora the Strasbourg Eurocpean Counegill, Franes will
at present do everything in her power Eo mailntain

the familiar terms of the equation, resting om Fpranco-

German understanding. Strasbourg was seen by the

french as part of a continuing struggle for the soul
of Germany. The Tear that Germany might prefer a
Central Eurcpean destiny toc & firm Western European
attacghment was a real one for Preaident Mitterrand.
Consequently, Chancellor Kchl'a hesitations about
corzitting himself teo a timetable for opening an
Inter-Governmental Conference on European Monetary
Unien were seen as potentfially very dangercus: carrled
further, tc the extent of putting Germany's Cantral
and Eastern, Eurcopean interesta before her interasts

in the Communlty; they would have thrown into doubt
Lhie baais of post=waPr FTrench Fforelzn polioy. Mitterrand
concluded that Kohl must be stopped in his tracks

pelfore thiogs could sliip further,

12. The French pressure for a firm date for an Inter=
Governmental Conference was not only a necessary

cap ta ¢resideant Mitterrand'a achisvementa during

the French Presidency, but a teat af Cerman loyvalty
and commlitment; after some ¢liff-hanging Kehl pasaed

that particular Esat. There ara cthera to come.

CONFIDENTIAL
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13. A year ago one would have canlfidently predicted

that the Franco-CGerman relaticnahip - ard the Community

which encompasses it - would remain the central fact,

and maln driving force in the construction of Europe.

Now events move so fast around us that very littla

can be taken ror granted. [ have no doubt thakt we

shall see further strains within the Community itselr

22 the Germans contlnue to flex their mussaleés, aver

EME, enlargement, and cther isauss. hAoave all, any

Further gign that Garmany puts hap ipntispsbtas in EBastearn

and Cantral Europe, and abeve all in Ger=an unity,

before her "loyalty' to the Coommunity will be watched

for nervoualy here. There has already been talk

of France astrengthening her tiles with the Saviet

Unicn, moers obvioualy teoo with Britaim, as coupterweighta

Lo the inereasing welght of Germany. The French

Government congelious of the importance
United

Elrngdom, and wuj : ) not tha

least reasen For this.

19, 1 do not believe that Mitterrand sees such developments
as alternatives which would lead him to placa less
weight on the need for a eentral Franco-Cerman entente

in the CoEmunity. Though the Franco=-German relationship

CONFIDENTIA »«flas ehanging
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ia changing i1ts balance as Germany increases iln weight,
it ia hard to asee the current generation of French
leaders willlingly allowing it to lose its central
pesition in French Corelign policy. Too much ia at
gtake. Trance will do its utmost not to be foreed

Eo turn back. Assuming that reunification will takas
place, France will ride with the astrains causad by

the effort to accommodate z2n enlarged Germany within
Ehe Communlity, in ardepr not to lass the levers whieh
she posasesses over German poliey. This will poase

uncemfortable cholieces and continulng tension.

15. One way or another, GCermany's influence in

Community looks certain to grow - even though

1s seen by the French aa a way of moderating it

It will remain the overriding French aim to hold

derzany - whebther or nok enlarged and united - Firmly

anchored and moving in line with France on the broad

linea of Community policy within a structure in which
France holds a major Influepnce. It 1s ogly If Germany
hersell makes that lmpoasible that a major reshaping

of France's atrategy wlll become neceassary.

16. What operational conclusions can be drawn [rom

Ehia analysis? First, developments in Eastern and

Lentral Europe are i suffiecient cause of nervousness

CONFIDENTIAL




in Franoe to riaok affecting balanced Jjudgemant.
+he Freneh, eapecially the generation whao remembers
the war, turn to ua for reassurance gnd reinsurance.

We can give it to them. Their relationszhip with

the United States, Ilmportant as it iz, i2 no substitute;

and the U3 attitude to Euroape 18 not wikhout 1ts
uncertainties and unpredietabilities (Baker in Berlinl.
Un the underlying strategle issues Britain amd Francs
share a common anxiety about vhere the Cermans are
gelng. MWe snare the ailm of anchoring Germany without
destablilising the Soviet Urnien, Horeover, aa the
Weatern European cemponent of the poat-war Four Power
grouping, we have the role and the opportunity to
intluence and ko calm the Soviet Union, the mors

80 the more together we are seen to be. At the legst,
We need therefore to talk together and to be asen

to te dolng so0 - more frequently and, ezpesially,

nore frequent at the level of Prealdent and Prims

Minlater.

17. Second, we must continue to bulld eon the Angle=-French
defence relationship. It has strengthened signiflcantly
in the lasat few years: I have na naw suggestions,

but Lt can teke more weight. This 1s not the moment

to ralse the issue of Franece and NATD, though it

Will pot go away. I see mo aign at present that

current events are pushing the French Cavernmant

CONFIDENTIAL s ftowards




tovards a recantation of their traditional policies,
But every Aindication that they Wwish to explore new

Formas of Eurcpean defence solldarity.

18. Third, we should net dtap talking te the French

atb all levels on the detailed issuss op Whiah wea

may flad curselvea disagreeing, expeclially witkin

the Community, Just because our agentacts an Ehe atrateglie

iasues mEy become closest.

1 2 I am sending a copy of this deapateh to the Chancellar
al' the Exchequer, the Secretapy af Stats for Befence and
and the Secretary of the Cabiper. I am also copying it

to aM HRepresentatives at EC posts, Washlngten, Hoscow

and UKDel NATD and HM Consuls-Capepal 1n rranca.,

I remain, Sip
Yours faithfully

EWEN FPERGUIZON
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FRAMEWORE FOR THE COMMUNITY’S RELATIONS WITH EASTERN EUROPE

Part I: The existing situation, including relations with
other neighbours

Mediterranean Cooperation and Association Agreements

1. The EC has, under Article 238 EEC, concluded Cooperation
or Association agreements with Turkey (1963), Malta (1%71),
Cyprus (1973), Yugoslavia (1980), Morocco, Algeria, Egypt
and Israel (1%76), Tunisia, Jordan, Syria and

Lebanon (1977), ie all the countries of the Mediterranean
litteral except Albania and Libya. The Association
Agreements With Turkey, Cyprus and Malta have customs union
as their ulitimare cbjective: only in the case of CYprus L5
real progress paing made towvards that chbjective. Otherwise
Cooperation and Association Agreements are essantially tThe

cane. They provide Hediterranesan COUunrrles with:

Preferenti3l trade ACCESS:

(i) duty-free access to the EC for jindustrial
preducts, (except for some textiles which are subject
to voluntary restraint agreements and certain

sensitive industrial preoducts from Yugeslavia which

are subject to duty-free ceilings).

{ii) Varying degrees of preferential access for
agricultural products.

- These trade concessions are nct reciprocal ie. the EC
receives only Most Favoured Nation treatment in returm
except in the case of Israel where both sides enjoy
duty=free trade in industrial products and Cvprus where
transitional arrangements towards customs unicn in
industrial products began in 1988.

MELAAK/]




- Economic and technical cooperation covering a wide

range of fields (eg industry, agriculture, energy,
technelegy, training).

- Financial Assistance in the form of additicnal
protocols which provide grants from the EC budget and

loans from the EIB. (Israel receives cnly EIB loansz).

= Cooperation/Association Councils which meet at

Ministerial level, in principle cnce a year, though in
mOST cases less freguently, to review the cperation of
the agreements. In practice these tend to be routine
exchanges of position; nechanisms exist at cfficial
ievel T2 resolve rreoblems, tut are not alwavs fully
effective,

<. Only the reement with Turkev contains a

clause Whicn ~e possibilits of oembership cnce

Turkey is in ) accept the cbligaticns of the EC

Treaties.

L o It may ke interesting to detail the :ugoslavian
Cooperaticn Agreement:

(a) Trade - Agreement mere advantagecus than the
benefit which Yugoslav receives from the Generalised
Scheme of Preferences. 90% of Yugoslav industrial
exports enter the EC duty free: the other 10% have
ceilings abocve which duty can be payable if demanded by
a member state. Freferential access for specific
agricultural products.

(k) Economic - cooperaticn in energy, agriculture,

environment, transport, fisheries, tourism, science and
technology, industry, training and standards.

ME1AAK/2




(¢} Financial - 2 protocols have provided Yugoslavia
with 260 mecu [in grants] and 550 mecu in EIB loans.

EFTA _Agreements

The EC concluded individual agreements with the six EFTA
members (1972, 73) though the agreements are virtually
identical. They provide for:

- ¥ree trade in industrial products and a limited range

of (mainly processed) agricultural products

= Joint Connittees which are held regularly at official

level, EC/EFTA Ministerial rmeetings are held cn an
ad hoc basis.

3. The Free Trade area provided for under the agreements
was achieved in early 1%B4. The EC and EFTA coocperate
clesely cn the eliminaticn of technical barriers to trade.
In April 1984 EC and EFTA Ministers agreed the Luxembourg
Declaraticn which called for:

= Cooperation on harmonisation of standards,
elimination of technical barriers, simplification of
border formalities and rules of origin.

= Cooperation in the field of research and development,
working conditions, culture, consumer protection, the
environment, tourism, social protection and intellectual
Froperty.

The overall aim was to create "a dynamic Eurcpean economic

space". Zome progress has been made over the past Ifive
years to implement these objectives.

MBlAAR/3




5. Bince the Brussels EC/EFTA Ministerial meeting in March
15989, the Commission has explored with EFTA ways to extend
the Single Market to EFTA ie free movement of goods,
services, capital and persons, plus some flanking policies
such as energy, environment, research. The Joint
Ministerial on 19 December will review progress and formal
negotiations on these cbjectives is likely during 1990.
Decision making (hew EFTA should be able to shape decisions
which it will subseguently apply) and compliance by EFTA
with appropriate elements of Community law will be the most
difficult issues.

C. EC Relations with Eastarn Eurocpe

€. Agreements follow cne of three nodels: limited sectoral:

trade and comnmercial ccoceraticn aleone; or trade, commercial

and economic cIoceratlion.

each the extent ol political and economic reform in the
CoOUntry concerned; the more the reform achieved, the more
extensive the cooperaticon envisaged. Each agreement also
provides beneiit to the EC eg better access for business.

(i) CMEA/EC

- Jpint Declaration June 1988: Principally a statement
ol mutual recognition, plus some provision for possible
cooperation activities. A face saving formula which was
followed by reguests from all East European countries
except Romania to establish diplomatic relations with
the Community. Negotiation of bilateral agreements then
followed in most cases.




(il) Poland

= Trade, Commercial and Economic Cooperation Agreement;
1989 valid for 5 years: Community undertakes tc remove
trade discriminatory quantitative restrictions. Poles
to improve business conditions for Community Operators.

Economic cooperation in a large range of sectors.

Fellowing that agreement, extensive further measures
followed rapidly:

Bilateral MFA textiles agreement

GS5F to ke granted fcor five vears

105 mecu in food

Access to EIB loans granted

(With Hungary) to share 300 mecu budget line for 1990
covering agricultural refcrm, environmental measures,
and manpower training.

(1ii) Hungary

= As for Foland, except food aid, but bilateral
Agreement valid for ten years.

(iv) USSR

= Negotiations in final phase on a trade, commerical
and economic cooperation agreement. On the same lines

but less favourable than for Poland and Hungary, bearing
in mind state of reform and non-membership of GATT.
hRgreement alsoc to cover Euraton.
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= Negotiations under way on & pilateral MFA textiles
agreement.

- Negotiations stalled cn a fisheries agreement.
(v} GDR

= Mandate prepared by Commission on a trade and
commercial cooperation agreement (ie more than
Czechoslovakia, less than Hungary/Poland). HNot yet
submitted to Member States, Commissiocn now likely to
propose economic cooperation as well.

= Subject to autcnemcous Community regime for textiles.
men

Contacts on a possible textiles agreement.

- Speciallsed agreement covering trade in sheepmeat.

- In additicn under a protccol to the EEC Treaty, trade
in manufsctured, and some processed agricultural goods,
between the Germanies is free of import duty. However a
VAT refund is repayable if the same good is then
re-exXxported to another member state. The Protocol
provides that cother member states may take safeguard
action in case of unfair disruprion of their markets.
The FRG has been reminded of the need to ensure that
risks of leakage post 92 must be minimised.

{vii) Czecheoslovakia
- Agreement on trade in industrial products, limited

scope and commitment (19BE). Community to make progrees

in removing diseriminatory QRs, Czechoslovaks to improve
business conditions.

= Bilateral MFA textiles agreemant.
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(viili) Romania

- Existing trade agreement (1980).
= &Stalled negotiations on a trade and commercial and
econeomic cooperation agreement.

- EBillateral MFA textiles agreement.

= G5F beneficiary.

Council of Europe

No Eastern Eurcpean membership but Hungary formally applied
on 16 November 1989 = Poland will deo so. Hungary and Pecland
are parties to some Council of Eurcpe Conventions. Soviet
Union has proposed extensive cooperation. Parliamentary
Assembly has accorded special status for Hungary, Poland,
Yugoslavia and the Soviet Union. The main critearia for
membership are democracy and respect for human rights.

E. Membership of GATT, IMF/IBRD

Hungary, Peland, Yugoslavia and Fomania are members of the
GATT and IMF/IBRD, Czecheslovakia is a member of GATT, and
Bulgaria has applied for GATT membership.

The State of Reform in Eastern Europe

The Reformers: USSR, Hungary, Poland and Yugoslavia

- Soviet Unicn: wide freedom of expression. Free, but
not pluralistic, elections in March 1989 resulted in an
increasingly independent Supreme Soviet. Massive
legislative programme includes human rights. Economic
reforms have scarcely begun to bite: economy
detericrating.




- Hungary a pluralist system, free elections

spring 1990. The Communist Party has become the
Hungarian Sccialist Party. Other political reform in
train. Much of the legal basis for a market system is
in place, but budgetary subsidies continue ana state-run
industries need reform. Trade and exchange controls
have been liberalised (contributing to a mounting
balance of payments deficit).

- Poland A pluralist system: semi-free elections have
beaen held, coalition government in place, completely
free local elections due in 1990, and the Communist
Party reforrming. Some legal framework to dismantle the
command ecocnomy 1s 1in placer the Govarnment 18 committed
to reforrs rmonetary, fiscal and incomes policies, and to

privatise the econeomy, but -ts pace is undeclded.

- Yugeslavia & meribund one-party system with elements
of pluralism in Croatia and Slovenia. The least
dirigiste of the East European economies, but widespread
inefficiency and indebtedness (and rampant inflaticn).
Plans for political and economic reform hampered by

inter Republican rivalries and lack of central
authority.

Reluctant reformer=: GDR, Bulgaria

= PBulaaria WNo political reform. Much confusad

tinkering with economic system, but still a pure command

economy. Implications of recent leadership changes not
yet clear.
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= GDR. The GDR leadership is moving towards peolitical
raform. TFree elections are promised, but Communist
party retains leading role under constitution. Own
variant of economic management but is still a cocmmand

economy. Economic reform is promised but will take a
long time.

€. Potential reformer: Czechoslovakia

Less antagonistic handling of dissidents in recent months,
but Party completely in contrel. Tinkering with economic
mechanisms but still a command economy.

D. Anti-Reform: Albania and Romania

BOth maintain 2 rigorously Communist systen and oppose
current developments in Eastern Europe. Only recent
improvement is Albanla’s desire for better relations with

Western Eurcpe. Romanian isclation within the Warsaw Pact
continues.
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Principles which should determine the Community’s relations
with Eastern Europe.

1. The Community should encourage and sustain the

introduction of genuine democracy in Eastern Europe!
self-determination, and full respect for the Helsinki Final
Act, is the key to effective political and economic reform.
The future development of the Community’=s relationships with

Eastern Eurcpean countries will be crucially influenced &y
their progress towards democracy.

- The intenance of a framework of stability and
security is a pre-condition of success: nember state
governments who are also members of the Horth Atlantic
Alliance reaffirm their determination to maintain effective
defence and deterrence while pursuing genuine détente.

. The consolidation and extension of democracy should be
encouraged by thea Community and individual member states
through enhanced political dialogue with East Eurcpean
governments, closer links or membership of democratic East
Eurcpean countries to the Council of Europe, and the
egtablishment of enhanced links with member state
Parliaments and the European Farliament.

4. Further enlargement of the Community cannot be
considered until after the completion of the Single Market,
which should itself play a poesitive role in supporting
eccnomic reform in Eastern Eurcpe. Eurocpe must not,
therefore, be a Fortress Europe, but will remain cpen to the
putside world: and cleoser trade relations with Eastern
Eurcpe will be actively pursued.

JEZAFR/1
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s In developing closer trade and economic cooperation
with the countries of Eastern Europe the Community will
maintain its pelicy of differentiation according to the
degree of political and market-based economic reform
achieved: the greater the reform, the closer the cooperaticn
that will be feasible and justifiable.

6. The aim should be to help reforming Eastern Eurcpean
countries help themselves and by providing a framework which
encourages inward investment: in particular the provision of

training and encouragement of entrepreneurial and management

skills should be a pricrity. The extension of relevant

existing programmes - e.g. ERASMUS and EUREKA = to rastern
Europe will ke actively considered.

i Leng-ters financial assistance from EC institutions or
mezber states will need toc be firmly based con the
gatisfactory conclusion of, and performanca against,
programmes agreed with the IMF. Appropriata maans of

encouraging productive long-term investment will be
considered.

B. Assistance and emergency aid by the Community and
member states will continue to be coordinated, under
Commission auspices, in the Group of 24; and the Communlty
will continue to welcome and encourage the active
involvement of other G24 members. Coordination of policy
on debt will take place in the Paris Club.

g. Whare eccnomic and political reforms are successfully
sustained, closer association of the individual East
Eurocpean countries with the Community, as envisaged under
Article 238 of the EEC Treaty (with regular meetings at the
political level), will be desirable. In addition, following
the introduction of market mechanisms, the development of
economic relationships similar to those now existing between

JK2AFP/2
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the Community and the EFTA countries (and conceivably in the
longer term to those now under discussion between the_

Community and EFTA countries) may become appropriate.

Particular arrangements will reflect the degree of reform
achieved, the needs of the specific country in guestion, and

the increasing depth of its relationship with the
Community.

10. The development of the Community‘s ralationships with
Eastern Europe within this framewsrk will be dynamic and
incremental: progress will be reviewed, and further steps
charted, at the Dublin European Council.

F

A
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B. ECONOMIC AND MONETARY UHION

1. The European Council restated its determination
progressively to achieve Economic and Monetary Union as
provided for in the Single Act and confirmed at the Eurcpean
Ccouncil meeting in Hanover. Ececnomic and Monetary Union
sust be seen in the perspective of the completion of the
Internal Market and in the context of economic and social

cohesion.

2, The Furcpean Council considered that the report by the
committee chaired by Jacques DELORS, which defines a process
designed to lead by stages to Economic and Monetary Unlon,
fulfilled the mandate given in Hanover and provided a good
basis for further werk. The European Council felt that its
realisation would have to take account of the parallelism

petween economic and monetary aspects, respect the prineciple
of "subsidiarity" and allow for the diversity of spacific

situations.

1. The Eurcpean Council dacided that the first stage of the
e e—

realisation of Economic and Monetary Union would begin on

1 July 1990.

4. The Eurcpean Council asked the competent bodies (the
PCOFIN and General Affairs Councils, the commission, the
committee of Central Bank Governors and the Monetary

Commlittea) :

(a) to adopt the provisions necessary for the launch of
thae first stage on 1 July 19%0;
to carry out the preparatory work for the
organisation of an intergovernmental conference to
lay down the subsequent stages; that conference
would meet once the first stage had begun and would
be preceded by full and adequate preparation.




Eus

I rRearrirmM Topay THE UNITED KINGDOM'S INTENTION TO
JOIN THE ERM. AMp | AM SURE YOU WOULD ALL AGREE THAT
THIS MUST BE DONE IN CONDITIONS WHICH STRENGTHEN THE
ERM I1TSELF AND PROVIDE ASSURANCE THAT AN ENLARGED ERM
COULD BE SUSTAINED.

WHAT ARE THESE CONDITIONS?

THEY ARE IN FACT SPECIFIED IN STace [ oF THE DELORS
ReErorT. THAT PROVIDES FOR:

COMPLETION OF THE INTERNAL MARKET

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

AND A STRENGTHENING OF THE CoMMUNITY'S
COMPETITION POLICY

IN 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.
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UK list of elements for a Presidency Package

Merger Control Regulation

public Procurement (Excluded sectors)
ﬁIEE_Insurance Services

Hesulutlun on Testing and CErtiflcﬂtlﬂn

Testing and Certification "Hnﬂules" DEEIEiﬂﬂ

Gas Appliances
Active Implantable Madical Devices

Binding Tariff Information




COMMISSTON ACTLON PROGEAMME
Aeclon P?ugramnu conaisca of &3 CnmmuniLy Iastruments
LY legally binding directives
[ncludes directives on:
healch and safety at work
hours of work and night work
holidays and rest periods
part cime and temporary emplovment
Ocher deslrable European objeccives
minimum wages
compulsory echemes of worker parcicipaciosn

Lomsunicy Lnvolvement in collective bargaining and
in secclement of disputes

furthar programme praposed on

freedom of movement

health dnd safety at work

work on comparabllicy of gualifications
modal projects af craining

gut major resérvabicoms on number of areas

will de nothing for the unemployed
Unnecessary regulation of labeiur market

hours of work

part time work

voung pecple’s emplovment

Emplovee invalvement

| Lf priorities discussed, should press for arecas already agreed
Community Level to be tackled filratc

- health and safety
- freedos of movement
- &qual opportunities]
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HONETARY
SECOND SPEAKING NOTE, FOR SUBSEQUENT USE

Some of us seem to me to underrate the significance of
Stage I and the tima it will inevitably take.

Lat’s look at the elements of Stage I as set out in
paras. 51 and 52 of the Delors Report. All of us have
accepted all of them, and the Community already has agreed
timetables for many of them.

Take the economic side first. The Delors Report calls
for the "complete removal, in Stage I, of physiecal,

i = 1 L] L] o T L} i
technical and fiscal barriers within the Community in line
with the Internal Market programme". We all agree, and the

vhole world knows that ocur deadline is the end of 1992,
e e —

Egggrd, Stage I involves a strengthening of Community
competition policy. There is no deadline for that, but
there is much to be done, given the wide existing
disparities in State aids. The Commissicn have the matter
in hand.

Th;Eﬂ: the Structural Funds are to be doubled. We all
agreed to that in February 1988, and set ourselves a
programme to do it, running through to the and of 1993. .A?

T ==

On the mopetary side, we all agree that during Stage I
all Community currencies should join the ERM, and that the
same rules should apply to all. I made m:ltic-h on that
clear at Madrid: sterling will join the ERM during Stage I

when our inflation is significantly lower, there is capital
e

liberalisation in the Community, and real progress has been
made tﬁ;;;ﬁg_zsaplﬁtiﬂn of the Single Market, freedom of
financial s&rvicEET_Ehﬂ strengthened competition policy.
But the effacts on the ERM of the £ joining will ke

considerable, and may take some time to work through.

e

JE3AIB/S1




Second, all impediments to the private use of the ecu
e Sl m——
are to ba removed. On this the UK has taken the lead. We

have been issuing ecu Treasury bills for over a year, and we

are very keen to see the private ecu market develop.

Third: abolition of exchange controls. We abolished
ours in 1979. The Community agreed, in June 1988, that
Franch and Italian controls would go by next summer, and

—_—
that tha four countries [Spain, Ireland, Greece and

Portugal] who will then still have controls will remove them
T —
by the end of 19%92.

p——

Finally, the Delors Report called for the oreation of

"a single financial area in which all monetary and financial

—

instruments circulate freely, and banking, securities and

———

insurance services are offered dﬁifurmly".ﬁ guite right;
and we all know that this must be a high Community priority.

E But the BnnkiEE Directive, which has been agreed, will not

coma into effect until January 1993; work on the Investment
Services Directive, also due to come into effect in
January 1993, has hnrﬂlx started; and there is still much

é&—1tﬂ be done to liberalise the insurance market.
T —

50 what we have, and have all agreed, is a programme
. of S5tage I steps which in some cases stretches through to
1993. Taken together, they amount to a commitment to

i

massive change which will greatly benefit the Community.

Craating a "single financial area" amounts to a "Big Bang"

Community-wide. By the ﬁTﬂ-‘ﬁhs, its consequences, in
greater competition and choice, increased scope for

enterprise, and hence higher growth, will have strengthened
all our economies, and the Community.

Let’s not talk down Stage I: let’s spall out its scale and
dynamic.

JEIATB/S 2




In looking beyond Stage I; we 1in London bellieve it
makes sense to envisage an evolutionary approach, building
on the twin principles of a genuine EinElE Market and the
further development of the EMS. That is what our paper

axplains.

But we also believe, just as strongly, that it makes
no sensea to try to reach firm decisions on the shaps and

content of further stages until the Stage I changes, and

their effects, have worked through. PR
) —_—

-

. [When wa in London embarked on the liberalisation
programma which became "Big Bang", we knew that the effects
would be massive and beneficial, in more competition and
hence lower transactlion costs. But the =cale of the
benafits has surprised even us. And we have had to amend
the Financial Services Act which we then introduced in order

better to match the reguirements of a wholly new situation.

The analogy is re debate today.]

The guestions asked in Mme. Guigou’'s report, and the

paper by the Chairman of the Monetary Committee, are
J relevant and img_;tant. But the technical analysis which

e —
6 L m:.ght provide a basis for answers to them has hardly
&r}ﬂ started, and we need today to encourage the Monetary
Eummltta& to get cracking. Only on the basis of a thorough
technical analysis, taking full account of the effects of
Stage I, shall we be able to arrive at the "political

conpsensus on the aims and co t of EMU" which Chancellor
(%.E—h —_——C CONSSR

Kohl rightly believes [Bundestag: 28 anemherl mist preceds

————
consideration of the gquestion of an Inter-Governmental
,.._—"'-*‘
Confarance.

o —

To talk about starting an Inter-Governmental
Conference next autumn, when Stage I will barely have

started; makes no sense.

JEIATBR/3




[But I am ready to agree that wea should:

instruct the Monetary Committee to get down to the
necessary prior technical work now;

with a view to then seeking the necessary political
consensus on the aims and content of EMU soon after
the completion of the Single Market;

and then taking decisions on how best to proceed,
including on the gquestion of a possible IGC.]

Meanwhile, let us:
congratulate the Presidency on its success in securing

agreement on the two texts necessary for the start of
Stage Lz
confirm that Stage I will start on 1 July 1%%0; and
resolve to bring out, not talk down, the full

significance of Stage I, as a massive reform
programme, to all elements of which all of us are
fully committed, and from which the Community will
greatly gain.

JK3IAIB/ 4
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.'..CI'H.U-RDS EURDPESN LNION

The Eurcpesn Councll 95 conscious of the responsibilittas weighing on tha
Community 4n this crucial pericd Ffar Eurcpe. The currsat changes amd the
prospects for develgpment in Eurcpe demonstrata the attraction which the

palitical and economic model of Community Europe holds far many countries.

The Communify must Tive up to this expecstation and these demands: its path
1ias mat in withdrawa]l bBut in openness and co=operation, part?hu?arly with
Che ather Edropasan States.

[t iz in the interest of 411 European States that the Community =shewld

become sLronger and accelerate its progress towards Eurcpean Union.
-'———.-.

The Eurcpean Council adepted the following zonclusicns te this end:

MAKING THE SIMGLE ACT A REALITY

The Community i3 determined to carry ocut all the commitments contained im
the 5ingle Act in order to comtinue and axtend the process of integration in
the run-up to European Union. This presupposes that the Community must
finish off, within the time limits laid down, the compietion of the single
market amd that 1t should apply itself, at the same time. to gtving concreta
ferm to large=scale projects which will signify a new stage in its
developmant .

A. An arsa without internal frontisrs

The internal market is beginning to assume its final shape, and 1ts
positive affects are Being falt in all sectors of sconomic Tife. In
general, the timetibls which was set iz being adhered to. Important
decizions hava been taken during this six-month paricd: in thas area of
Financial services, decisions have been taken on the co-ordination of
legisiation enabling banks to offer their services throughout the
Community,., tha prohibitien of insider dealing and the co-erdination of
makbor vehicle insurance, The European Council hopes that this set of
decisions will be swiftly supplemented by the adopEion of the Commission
proposals on invastment cempanies, regulations on the solvency ratio,

—— —_—
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publie procurement offers, campany Taw, lLn particular th Eita of Ehe
European ¢umpan;:]and the Chree Lax praposals concerning co-operation
batwean 2&ampanies.

significant progress has alsoc been made in the Cauncil {Interrmal Markes
en other major topics such-as tha control of company concentrations, on
which a deciszion is to be taken B&foare the end of thig year., It would
alse 1iks cacisive progreszz to be made regarding testing, standards and
cartification, the opening of public procurement markets irn tha
telecompmunications, energy and transport sectors apnd the distributian af
water and fresdam to provide 1ife assurance services,

[t i5 also requesting that rapid progreszs be made in the veterinary

!nhEﬂf; In the transport sector it stresses the importance of the
cacisions taken on road cabotage and the guidelines adopted on ;}1?
kransport. It would like a :nharewt[_:?n]t:nmmumu policy T.u be

drawn up in the latter sector and an = ctive response to the probles of
the congestion of air space, in order to guarantes maximum safety for *

passengars. It notes with satisfaction the progress made in the
@ﬁ‘ telecormunicatlions sector. L .‘C"\-M*“"FT"‘F‘" E""— 4;'?7"4() g: U“
-~ Soecial priority should be given to the development amd intsr-connectisn
of trans=European networks, notably in the ares af 19r traffic cantral,
the linking of the main Comnunity conurbatisns by Broad-band
telecopmunications netwarks, training, the most efficient inland
communications and &ng:ﬁr distribution. The European Council asks thas
Commiszicn te propose the appropriate measures, taking into account the
possibility of axtending such actfon to the whole of the Eurcpean
cantinant.

With regard to the taxation of savipngs, the European Counci] notes the
progress which has been made since Madrid. It asks the ECOFIN Council to

J‘u«'p".

completa its proceedings as soon as possible and to take measures to il Lasdads

aweoid tax evasion a3 an accompaniment ta the l{baralization of capital

movements . {-.I!'-]T"i""-"" Pt B aad e *] st - Lol s

B
With regnr;ata indireact taxation, it notes with satisfaction the progress
made during the las®t few months, with the formulaticn of a transitional

SN 441/1/89
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stem which will lighten the burden an Undertakings and adminiscrations
d enable border checks to be aliminated. I?f

I i 5o chaenardt™"
- Jﬂj*:t considers that these arrangements need ko ha supplament By the
_53 p&r_gs which will be essential inm parkticular ts @"th&
adet progressive appraximation of VAT rate ta
we w Connected with the remaval, on | January 1993, oF TinifE =0 purchacas

private individuals for their personal contuymption whean travelling within
tha Community.

The Eurcpean Council asks the Couneil ta adopt as soon as possible, an a
proposal from the Commission, the decisions which will make &
of the complete abolition of fiscal frontiers irrgvarsikle.

he process

=1

Associated policies

According to the Single Act, completion of the internal market must Ba
backed up by a number of associated policfes. Amongst these, measures ta
ichieva claser mconomic and social cohesion are of Parficular impartarce
to enable the Community as a whole to reap the benefits expected fFrem the
large market. In this respect, the Eurcpean Council welzomes the |,

impiementation of the raform of the struetural policies within the pericd
Tatd daown,

Enviranment

An impravement in the &:Efit? of 11fe will come From paving greatar
attention to the £ of the environment. The nature and seriousness
of the problems arising im this sphere make mors and more necassary a
perspective and measures which go beyond the natfonal frameawork. The
European Council confirms the desire of the community and its Mambar
States Lo play a greater part in the davising of fntarnational strategies
for combating the dangers which thrsaten the gnvironment, in partizular

by taking an active part in the driafting of a world convention an
climata.

The Europaan Counci) welcomes the unanimous agreement of the Council am
the arrangements for the setting-up of the Europaan Environment Agency as
from 1990. This Agency, which will be open to non-EEC European countries
which wisn to join, will constituts a decisive stige on the road towards
tmproved knowledge of the state of the European environment and will ERuUs
help to improve the strateqies for dealing with the sroblems that aricae.

5N dal/1/89
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The Eurcpean Counci] would Tike tha Council (General Affairs) to take an
early deeizion an the Agency’'szs headguarters .—

Bessarch

The European Council would Tike the Zouncil to reach agresment Befors the
end of the year on the new framewark programme for 1350/1954, the

implementation of which should #nable major progress to be meade regarding
the competitiveness of key sectors of European industry.

The European Council is pleased with the increased participation by EFTA
countrigs in Communiby research programmes and hapes that co=operalon
with these countries and their association will develop further when the
fnew framewerk programme iz implamented.

Budiovisual

The commitment of citizens to the European idea depends on cozitive
measures being taken to enhance and promote European culture in its
richness and diversify. In this context the Eurcpedan Council considers
it mssential to consolidate recent achisvements and capitalize on the
guidelines which emerged from the Audovisual Corclave in arder to develap
Europe’s audiavisual capacity: Directive om the frae movement af
talavised programmas and competition paliey. [t hopes that the efforts
to produce the European HOTV system will be stepped up, that the “irL¢HHIH§
Community action programme axtanding MEDIA will receive seda-iramsr]
financial support and that the necessary synargy with audiovisual EUREKA
will be ensirad.

Free movement of nersang and People’s Eursope

A1l Community policies in the economic amd :aecial spheres contribute
directly and Iindirectly to consolidating & zommon sense of belonging. .
This movement must be broadened and accelerated by the adoption of
concrete measures which will enable European citizens to recognize in
Eheir daily 1ives that they belong to a single entity.

The Eurcpean Council ﬂ?dlrl1nli tha importance in this respect of tha
progressive hu11ti&ﬁlgf border formalities which impede tha fras
movement of persgns and symbolize divizion, which means that affectiva
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mﬂgﬂts need to be taken at the same time to combat terrdrism, drug addiction
and arganized crima.

The Europaan Council takes note of the progress made within the Co=ordinators’
Gréoup as degcribed in the progress report drawn up under the respensibilty of
the Prezidency. The Eurcpean Council would 1ike the work ta be steppad up and
accelerated zo that progress towards the free movement of persons can kees
pace with that achteved on the free movement of goods, services and capiktal,

in accordance with the timetabla zet out 4n the Palma document .

The European Council would Tike an inventory to be prepared of =ational
positions on immigration $o that a diScussion on this issue witnin the Counetl
(General Affairs) can be prepared. The Eurcpean Council accardingly calls upan
the relevant bodies to conclude &3 scon as possible, and no Tater thanm the end
of 1990, the conventions which are under examination on Lhe right aof asylum, pa-
the crossing of the Community’s extermal frontiers, and visas. The Euraopean
Council emphasizes the need, throughout those proceedings,. to eAsure that th
procadures for co-oparation betwesan administratians fFirsk Brnsure the

protection of individuals with regard to the uses of parsonal data banks.

The Eurcpean Council calls upon the Co-erdinators” Group on Drugs recently sat
up on the initiative aof the President of the Franch Republic to take all
neceszary =teps to efsure the viti]l co-ardination of Member States” adctions in
the main arsas of the fight against thiz scourge, namely prevention, health
and social policy with regard te drug addicts, the suppression of drug
trafficking, and international actien. In this context, the Eurocpean Council
warmly welcomes the courageous action taken by certain countries, notably
Colombia, and would Tike everythirg possible to be done to contribute to the
success of their efforts. The Eurcpean Council reaffirms in this connectian
tha need For the negotiatioms within the International Coffee Organization
with a view to concluding & new Agreement to be resumed as socom 45 possibla.
fo even i mpee o] el e S G el

The European Council welcomes the significant results obtained by implementing
the programmes on exchanges of young persons and studemts (ERASMUS. COMETT.

aN 44171789
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LIr!A], which contribute Eo deuélup‘lng Eurcpean awarsness, &3 will the e

fartheoming introduction of ;yiuranenn emarcency health card and of a “young

perzans" zard. Similarly, tFe Eurdpean Counci] particularly

welcomes the decisiva progrdss '‘made recently towards agreement an granting all
@Euﬂ'ﬂﬂuﬁ*tr nattonals fureced ight of residence in the Member Stata of

their chaice. This importdint measdre, which {5 scheduyled Ffor adagption oefars

the end af the vear, rapresants an important step btowards Ehe integration of

the peoples of the Community. The Eurepean Council indicated its satisfaction

at the conduct of the "Eurcpe against Cancer" pregramme and at the agresmant

of principle reachad on adoption of the sacond action pragramma 1950-1954,

G, Social dimension

Establishmant of the sirgle market has already Ted to significant resultaz, as
evidenced by sustained growth, 4 considerable increase in investment anmd in

particular by the creation of new jobz, profected at flve miilion for
L8988-1990.

The Europaan Council considers that this trend. togetnar with the adoptian of
directives on the health and safety of workers, Community measures ralating tao
the integration of unemployed youmg persons iAto working 1ife and the fight
agaimst long=Lerm unemplayment, Andff? dﬁ;' L1vag :i]u¢¢1t1¢nq1 kraining,
constitute decisive aspects of the Community zocial dimensicon.

The Haadsz of State and of Gevernment of ﬂ;ﬁﬂﬁp Member Skates adopted the .
Community Charter on the fundamental of soctal rights of workers M This y

.,

Charter reflects their sincere attichment to a model of soc=ial relations baéfa

an common traditions and practices. It will serve them as a reference peoint
- |II'F-n-r‘ taking fuller account in future of the social dimension in the develccment
gle

of tha Community. ;
J i E I',l.-.."li- [ A CI T o ll.[_[jﬁ"‘
g . iy B i -

The European Council takes note of the achion programme submitted by the

Commission for the pra¢t1c1| 1an:m1n::t1nn of the Ch.rt!rﬂiﬂd calls upon the

ralevant national and Community authorities, in compliance with their e

respective responsibilities as deriving from the Treaties. to give*EfTect to
e

) it in the very near Futurt{j

L e T = T - ig:j
o Cowned #ﬁb! Lﬁuﬂuwi ol
how bk (Rt~ o~

g [F~
1
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Y to adopt the provisisns necessary fgr the laanch of the first stage on
i July 1990;—.

't} to carry sut the preparatary work for the organization of an

intergovernmental conference to lay down the subsegquent STages. thate

e - T T ———
conference would meet once the first stage had begun and would be

preceded by full and adequate preparatlcn.
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11 !hrﬂnHI:: AND MOMETARY UMION

®_

The Eurapean Council examined the work carried aut sinca the Europesn

Council meeting in Madrid with a view to a meeting af tha =
Intergavernmental Conference. PO T T e S -
It walcomed the decisions taken by the ECOFIN Couneil to IMprave
callaboration betwean Cantral Banks indmun the ca-ardinatisn

of economic policies. It noteas that these decisisnt will grniola tha

first stage of EMU as defined in the report from the DELORS Committes Eo

begin on | July 1990. 1A

; _ ot L
It toock note of the report from the High Lavel Warking Party, which ﬁ'w
identified the main technical, institutienal and palitical {gsues es ba A
dtscussed with a view tofa Treaty on Economic and Monetary L'niur-.j

Cr-this basis, aﬂdimh:lw-inq a disguzsian an a medting of an
Intergovernmeantal Conference E_hlrged with preparing 4 Treaty an ERe Final
stages of EHL‘D the Prezident bf the European Council noted that the bl .,fi,._."u-"‘f
necessary majority existad fgr convening szuch a canference Br e
Articla Eji af tha Traaty. That conference will rneei:f nder Fhe auspices
af the [tallan authorities, tefure the end of 1990. It will draw up its
awn agenda and set the timetable for {ts proceedings. WM PG, oic wd
| *ooerlism el oy el

- The European Council emphasized, in this context, the need to ansure that GJ\:L i I

i

|:‘,.|._rh

thg transfer of power the Community does not result in any weakening
of democratic cn_nﬁ{]'%git 2 VIEW 'to the new 1;g1slative&-lg-]¢F the
Eurcpean Parliament which will begin in 1994, §t calls far thes
institutienal balance .of Ecdnomic and Monetary Union to camply fully with

that democratic :-eq-.ii-:;-'n'i'ﬁﬂ-———-_.___; Ly ety

L]
Tha Eurspean Council alse t.LuI-n note of the Commissian’s frntention ta
submit before 1 April a composite paper on all Aspéctss of the achlevemen:
of Economic and Monetary Ungion which will take imts iccount all available
analyses and cantr1:ut1unsf

[
The European Counci] emphasized the need for the Council (Genaral

Affairs) and the ECOFIM Caursil *5 uss ths parigd prior to the opening of
the Conference to ansure tha best possible preparation.

ek i £
‘\Ei?—hs / ::.L;ﬂ W  Pulnipunt (P,
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.p:ri:t:t-:-:l'ings as a whole will be mxamined by the Council (Cenaral Affairs]
in preparation for the Eurcpean Counci) meeting in Dublin.
e

A COMMUNITY OF RESPONSIBILITY AND SOLIDARITY

——

In keeping with the principles set out in the Rhodes and Madrid Declarations,
the Community will develop its role and that of 1ts Member 5tates in tha
international political and economic arena in a spirit of opennets.
solidarity and co-operation. [t will Fully meet its responsibilitias
vis—&-vis countries with which it maintains all manner of 1inks and
relationships, historical and geographical in erigin,

A. EFTA

The Eurcpean Council welcimes the progress of the discussions which®have § g
taken place since the Madrid Council and hopes that at the ministarial o
meeting on 1% December a decisfon will be taken to begin negotiatiens sa

that the Commumity and EFTA can, durifng 1990, reach i comprehensive

agreement sirengthening their co-aperation in the framework of & European
aconomic arga of eightesn Stiates in complets accordance with multilateral
commitments.

The Community hopes that this co-operation will be as close as possible

and that 1t will ensure EFTA’s participation in “flanking policies”, and

in the disciplines and benefits of the internal market,/ in full compliance

with the independent decision-making processes of eackﬁnrg.nleat1un and a |

strict balance of rights and obligations. i W
' o I;taxrlfrui4ﬂ~

The European Council hopes that the negotiations to Be cpered)in the first

half of 1990 will prodice appropriate, pragmatic arr@ngemant: For

instituticnal co-operation which are fully 1n keepi g with the abava
principlas.

{
f

This new relationship betwean the EEC and EFTA will ke inm the interssts of
both parties and meet the expactations of the pegples of Europe.

f

/ : s
:Lr"— {':. L Ealiandass .
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COUNTRIES OF CENWTRAL AND EASTEAN EURQPE

The Community®s dynamism and influsnce make it the European entity to
which the countries of Central and Eastern Eurcpe now refer, seeking to
gestablish close links. The Community has taken and will take tha
necessary declisions to strengthen its co-operation with peopies aspirinc
to Freedom, demccracy and progreass and with S5tates which intend thReip
founding principles to bea demecracy. pluralism and the rule of law.
will sncourage the necéssary &conomic reforms by all the means at 1ts
disposalghiThe Community’s readfness and 1ts commitment to co-cperation
are central to the policy which it is pursuing and which i3 cefinsd in
the declaration adepted todayi the objective remains, as stated in the
Fheces Declaration, that of overcoming the divisions of Eurcpe.

T
LS

The Community has concluded Trade Agreements and, for the rugi Dart.
Co-operation Agreements wikbh CZechoslovakia, Hungary ard Poland. The
Agreement with the U55K should be signed by the &nd of this year. The
Council will, as So0on as possible, tnstruct the CommissToMm to negatiste
i Trade and Co-cparation Agraement with the GOR to be concluded during
the first half af 1990, —

— 1

[he Eurapesn Caunci] walcomass the decisions taken By the Counmncil
[General AFfairs) on 27 Movember 1989 temporarily granting Peland ard
Hungary special trade facilitiezs in order to contribute towirds solving
their specific palitical amd econamic problams.

It noted with zatisfaction the decisions takenm By the Community to
assi18t econgmic reform in Poland and Hungary.

The Community took part, in co-cperation with its main Western
partners, in an operation to supply agricultural products te Poland.
In view of the scale and urgency of the needs. the European Council

5N 441/1/89
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would ask the Coumcil to take a deciszion in the near future on a
furtheér such operation.

At their meeting im Paris on 18 November 1989, the Heads of Stats and
of Government asked the Troika of Prezidencies and the Commissian ta
make progress in discussion and deciszien-taking on the following
guestions:

the European Council approved the principle of granting observer
status to the USSR im GATT;

the Lommission has submitted proposals designed to allow mationals of
the countries of Central and Eastern Eurcpe to take part in a number
of eduzatienal and traiming programmes similar to Community
programmes; the European Council requests the Council to take the
ralevant decisions:

the Eurcpean Council calls upon the Council to take, at the beginming
of 1890, the reguisite decisiont for the getiing up of a Eurapean
Vocational Training Foundation, on the basis of proposals whHich the

Commission i3 to submit; f1h
o flramig?

the Eurcpean Council approvedfthe creation of a Bank of Europs. [ts
aim will be to promote productive and competitive investment in the
States of Central and Eastern Europe,[lo assist the transition
towards a more market-orientated aconemy and to speed up tha
necessary structural adjh:tments.l The Stitez of Cantral and Easter
Europe concerned will participate im the zapital and management of
the Bank, in which the EEC will have ity holding.} The
Eurcpean Council ha at TtThe Bank of Europe wiTT b# created as
S0On as pDEEthlT' Tha European Council requests that the necessary
steps be takef to ensure that negotiations are opened in
Jinulryflﬁﬁﬂ. The European Investment Bank will play a key rale in
pras ng the way far thiz new Irstitution.

SN 441/1/89
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{6 3. The European Council confirmed th ify's readiness to
7 participate, under the conditions defined at the meeting on
18 WBVemker, in the c¢reation of a stabilization Fund for Poland. It
emphasized that the Twelve’'s}isingf contribution would provide mors than
half the resaurces of the Fupd, whieh 12 ta receive

1 000 mi1lion dollars. (JThe Eurcpean Louncil freferred to the need to
grant] Hufngary an adjustment lToan of the same amoun It zalled upon
the Louncil ta i g Lammission araposal and to
consult closely with the intprnational monetary authorities on -

guestion. N 5&-,-—.5...-.:-{1']_1 i .ﬂrlt-r-
The European Council gognfirmed the key icportance thak it attaches to

the fact that aid and co-cperation projects decided an oy Western

countrigs should be az complementary as possible. It reaffirmed the HL"jhﬁf
nged to maintain and strencgthen the procedure establichned at the

Arche Summit. It expects the forthcoming ministerial meeting of the

24 Western countries on 13 December to take the necessary substantive

and procedural decisions to ensure that the efforts undertaken to

factlitate the tramsition taking place in Poland and Hungary and

passibly in other countries of Central and Eastern Europe are

ca-ordinated and effective.

MECITERFRANEAMN

The European Counci] considers that the Community must in the coming
manths flesh out its policy of neighbourly relations with the
Maditerranean States, including Yu 18, with which it has long had
preferential ties. The szpecific ralatianship with Meditarranesn courftriss
must be intensified and makes 1t possible to support them in their efferts
towards co-cperation with E:L.|:|"|:.|;_'-1a-r re-g‘lnnu_'l integratien and ecoamamie
devalopment . P W7 iy, Tt Lot Mkt A L Frtary,
(7 o bla Easda S
The Community attaches great importance to the creation of the AMU and
will implement the most appropriate co-operation., It will comtinus the
Euro-Arab dialogue at the December meating.

) K:' o :Sui-. d-b’ ‘(Z""“"L“L
f

'_-MFI-I.-L
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The European Ccounceil calls upon the Counci! Lo adapt, on the Basis of tha
Commission communication, the indtruments provided for undar tha currgnt
BAgresments in order to institute the means and methods of co-ocoeration
which are best suited to the special nature of the relations which must
devalop between the Community and thesze countries.

LATIN AMERICA AND ACF STATES

The Community must strengthen L5 co=-ocperation with the Latin American
countries: in particular 1L must support the efferts of the Andean Fact
countries Lo combat drugs, Find substitute crops and improve the outlets
for them.

The Eurcopean Council welcomes the conclusion of the fourth

Lomé Conveniion, which despens and broadens tha privileged relaticns
between the Community and the Associated African, Caribbean and Pacific
States.

- = lfw de_-.—.-"lﬂ (59

[

SN 441/1/88%




EUROPEARN COOHCIL, STRASBOURG

Supplementary Notes on EC Issues

ECONOMIC,/MONETARY

Etrasbourg agraad:

Stage I to start an 1 July 1390. i1l Stage I elements
agreed by all. P

For subsequent stages, an IGC toe start at end-‘90, with

no end-date set. All ideas, including ours, to be on
the tables

In the interim, process of "full and adequate

preparation" to continue. Commission paper expected in

April, covering UK approach as well as Delors Report’s.

UE Isolated?

- On substance, debate only just starting. And

considerable support for ideas in 2 Novembar "Evolutionary
Approach®.

= Full Delors Stage II/III package widely saen

unrealistic and unnecessary.

= On IGC decision, a simple majority suffices. But Treaty

—

amendment, to which we are in no way committed, regquires
unanimity.

JEIAIE/1




Why did you argue that it would be premature to start an IGC
at epd="907

- Because it makes sense to take account of progress in

Stage I, which involves massive change, and é&fat:hasr on

agreeﬂ'Cammunity timetables, at least until 1993.

On economic sida:

= completion of Internal Market, due by end-‘92.
= doubling of Structural Funds, due by end-'93.
On monetary side:

abalition of French/Italian Exchange Controls due by
next summer; abeolition in 5pa£;, Ireiaﬂﬁ. ErEEﬂB.
Portugal, due by end-"'92. UK controls abolished in
1979, 3 '

creation of "Single Financial Area™: "Bilg Bang"
Community-wide, will begin when Banking Directive, now
agreed, and Investment SEEFiCEE ﬁI}ectivE, on &nich
negotiations only Etartinq,-zéﬂﬁ iE;ULEEfECE_}“
January 1993.

completion of ERM, with same rules applying to all,
will also produce majnr effects, which may take

time to work through.
= In practice, account will have to ba taken of Staga I

davelopments during IGC. But no deadline sat, aithar for
IGC end, or for any move beyond Stage I.

JEKIAIE/2




Attitude to ERM?

Explained at Madrid that f will join when:

lavel of UK inflation is significantly lowar,

here 15 capital liberalisation in the Community,

real progress has besen made towards completion of
E%ngle Market, freedom of financial services,
strengthened competition policy.

=

ot an issude at Strasbourg.

UK Trying to Delay Progress?
= UK "Evoluticnary Approach" more robust, and not
necessarily slower, than Delors Stage II/III prescription.

Premature "Grand Designs" rash: cf. 1370 Werner Report.

"Evolutionary Approach" = Continued Bundesbank Domination?

= Important to ensure that convergence of monetary policies

means convergence on the best counter-inflationary stance,

— ey

Delors prescription would mean convergence on average
parformance against inflation, i.ea. dilution.

Treaty of Eleven?

No such proposal at Strasbouryg.

Agreement to consider amending Treaty of Eome.
= As "Evoluticnary Approach" shows, UK strongly favours
increased econcmic/monetary coordination. And no-ona argued

At Strasbourg for progress in a smallar group.

JK3IAIE/2




Soveraignty?

- UK concerns vwidely understood.

Strong stress on subsidiarity one of the kay features of
the Delors Report.

Strasbourg streszsed the importance of democratic contro

in each member state.

SIHNGLE MAREET

Progress

= 152 out of 279 measures 1n Whita Paper now agreed:
——— e
aveary 10 days 36 under discussion! 20 yet to be tabled.

— y == T

Implemantation

- M Delors explicitly confirmed that on the Commission
figures the UK and Denmark have the best records.

= [IT asked] we are up to date with €9 of the 72 directives

we should have implemented by now.

Single Market Package

Pricorities

- Strasbeourg endorsed UK proposal for package at 21

December Internal Market Council: merger control: public
purchasing 1n energy, transport, telecoms and water; life
insurance; standards and testing and certification.

Transport
= Transport Council on 4/5 December agreed:
= experiment for 19%0=-92 in road haulage cabotage:

15,Egg1purmits. increasing by 10% per annum.

= gulidelines for air transport liberalisation; uniform

licensing criteria by 199%2:; end to limits on capacity

JKIAIE/4




sharing by 1%93; "double disapproval"™ of fares by 1993.

How need to turn inteo binding legal texts.

- France, Italy, Portugal, Spain and Gresce still resarve
coastal shipping trade (cabotage) for their nationals.

Financial Services

- Welcome 19B9 agreement on Second Banking Directive:
from 1993 banks can operate anywhere in Community on just
one authorization.

- Heed to build on this by agreeing Investment Services

Directive, =o "single passport" by 1993 for all relevant
financial institutions.

- HMore work needed to open up insurance following last

vear's agreement on noen-lifa insurance. Agreement on

irsurance directive will mean liberalisation 1n cases
L e— o ¥ = =3 =

customer approaches a foreign company:! but a more

———m—

regstrictive regime will remain for all other cases. 5o more

progress needed to ssacure real single market.

Ta¥ on Savings

- Dead. Agreement near con satisfactery measures toc combat
Cax evaslon.

STATE AIDS

- Support Sir L Brittan’s campaign to reduce state aids.
Qurs are lowest in EC after Denmark: in 1986 UK aid to
manufacturing industry (other than steel and shipbuilding)
was £1.9bn. Others were: France £3.6bn; Germany £4.9bn;
Italy £lebn.

Dover

- Dfficial-level talks taking place today in Brussels.

-
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wr hT

Cockfield’s original proposals [August 1987):

- no provision for retention of zero rates:

- origin system [to replace present destination
EEEEém]F.
cumbersome “clearing house":
harmonisation of excise duties on average of current
rates.

- UK alternative approach [September 1988]:

- retention of destination system for commercial
traffic;

abolition of fiscal frontier controls (retaining
checks for drugs etol;

businesses to account for tax through normal
accounting checks and audit controls;

any approximation ef taxes left to market forces,

with big increases in travellers’ zllcwances.

Likaly ocutcome

- Latest position (to be discussed at ECOFIN on 18

Decambar) i
- retention of destination principle:
- abandonment of clearing house;

— agreement on measures to abolish fiscal frontiers;
= [On VAT rates UK view remains that such approximation as
ils necessary can be brought about by market faorces. We
shall of course retain our pledged zero-rataes. )
AGRICULTURE

1388 budget reform and stabilisers working well.

- Out-turn for 128% agricultural expenditure nearly £3
billion below CAF ceiling. For 1990 Commission propose
ovarall CAP spending £2.5 billion below CAP ceiling.

JEKIATIE/ 6




Proposed 1550 EC Budget would inveolve call up of

resources £6 billion below overall ceiling.

— Butter stocks down 90% in last 12 months, beef stocks
down by 80% (Commission estimate) and milk powder mountain
has disappeared:

SOCIAL CHARTER

Why unacceptable to UK?
- PFresidency text too regulatory. Contrary teo Madrid

praescription on unemployment: subsidiarity; and national

diversity. =

specific chiections?

=

Would restrict freedom of workers and employers t
negotlate most suitable arrangaments on houre of work,
annual leave, weekly rest periods, and consulting workforca.
Over=redgiilaticn bad for johs.

Action Programme

= HNet endorsed at Strasbourg. Measures will be tabled in
narmal Way over next twao years and considered on
merits. UK doubts shared by several other member states.

Test of commitment to subsidiarity.
FROKTIERS

Community committed to free movement?

— Strasbourg agreed:

need for "effective measures" to combat terrorism, drug
trafficking etoc.

member states retain the right to take the measures

they consider necessary.

JEIATEST




Immigration/Asvium Issues?

- HNothing new in Strasbourg commitment to work towards
ceordinated Eurcpean policy if we can - very sensible.

Schengen?

- Agreement between France, Germany and Benelux which
commits them to abolish internal frontiers by 1950.
Deadline has already slipped [and proposed signing of

Schengen Treaty on 15 December may now be postponaed again. ]

= Schengen okbligations are not EC cbligation=. Arrangemant
between geographically similar countries with long land

frontiers. HNot directly relevant tc an island.

- For UK, water‘s ecdge checks most affactiva.

SCEUTINY

- Government attach great importance to scrutiny of
European legislation. Welcome Procedure Committea reéport.
Hy rt hon Friend Lord President of the Council will bea

cansidering GCovernment’s response and the early

implemantation of any changes the House agrees necessary.

- Our record on scrutlny is 1mproving every year:

13B8: 339 dekbates on 109 documents - a record at the
time;

s2 far 48 debates on 856 documents.

ENVIEOQONMENT

= Unanimous agresment on European Environment Agency -
objective data necessary for effective policy. UK candidate
site is cambridge.

RESEAECH

= Hope to reach agreement con new 1990-=94 Framework
Frogramme at Research Council on 15 December.
JK3IAIE/R




EC/Eastern Europe

-~ Remarkable display of Community unity on the need for
rapid and positive response to development in Eastern
Europe.

= Comprahensive measures of aid, trade and investment
measures already agreead.

= Combined contributions of the Twelve will provide more
than half the 51 billion stabilisation fund for Poland.

Strasbourg Agreements on:-

= The creatlion of a Eurcpean Bank for Reconstruction and

Development. =

S

= The creaticn of a European Training Foundation.

E

= More focod aid for Poland when needed.

Meagsures

5100 million to the stabilisation fund for Foland.
Doubling of Enow-How Fund for Poland to £50 millian.

= £15 million for a major project in the agricultural
sector.

= A Know=-How Fund of £25 million for Hungary.

Food Aild for Foland

= UK, through EC, has responded gquickly. First - £70
million = tranche almost all disbursed.

2ANAME/ 1




= Further supplies to be made available quickly and
targetted at neady.

European Bank of Reconstruction and Development

Will promote productive and competitive investment.

Will help transition to more market coriented economy and
spaed up structural change.

= Encourage all OECD countries to participate - will work

in cleose consultation with the IMF and World Bank.

EC/GDR

= Community will begin negotiation of a trade and

cooperation agreement with the GDR in JANuUAarY.

= Important tTo glve encouragement to political changes in
GDR.

EC/USSE

= hegotiations on Trade and Cooperaticon Agreement
succesgfully concluded in November.

Loox farward ta signature on 19 December,
= Will improve access for UK businesss in the Saviers Union.

Coordination of Support

- Commission has so far dona wall in cnardinntinq (e
effort.

- G24 Ministers will meet on 131 Daecember to review
progress. Foreign Secretary will attend.

ZANAAB/ 2




Balance of Payments Loan to Hunaary

- Agreement with the IMF the essential first step. Will

impress this on the Hungarian Frime Minister tomorrow.

EC/EFTA

= Eurcopean Council agreed to work for substantive
negotiations with EFTA next year. Hope that EC/EFTA
Ministerial meecinj_ﬁﬁ_la December will launch this
pracess.

= Alm 1is EFTA participation in as much cof Sinale Market as

pogsible. o — -

= ‘Expanded Single Market of 350 millisn promises increased

acanamic benefits for all.

= EFTA collecrively Community’s largest trading partner.
Two way trade in 1988 over US 5220 billion.

= Hew relationship will require strict balance of rights

and gbligations between EC and EFTA.

EC/Mediterranean

= We are currently studying a Commlission paper outlining
ideas to deepen cooperation. Important to encourage
economic reform and strengthen trade links.

International Coffee Agreement (ICA)

- In context of efforts of Colombia and other countries to
suppress drug trafficking, Council reaffirmed need for

resumption of negotiations for a new ICA to protect income
of producers in those countrieas.




= No change in Community positlon. Goas without saying

that a new ICA must bring in consumers and must resolve the

problems of the collapsed 1983 ICA.

Community ready to take part i1n negotiations as soon as

COonNSensus emerges among producers and consumers on the basis
for such nagotiations.

Lome

Welcome successful conclusion of Lomé IV negotiaticns.

r strengthen EC/ALCE relation=, [(Signature now

PDecember 1n Lome.)

UE played active rale throughout.

- EDF ¥VII: 10.%4 bn ecu for next EDF, with up to a

further 1.225 bn ECU in EIB loans. b substantial and

genercus financial package (46% increase over EDF VI).
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EUROPEAN COUNCIL, STRASBOURG

Supplementary Notes on Political Cooperation Statements

CENTRAL AND EASTERN EURDPE

EC now committed to German reunification?

Long standing Western commitment to unity through

self-determination. .

[s = =

= Strasbourg statement sets out a number =f very lmportant

amplifications on which we all agreed. any reunification

mustT:

be peaceful, gradual and demgcratic

fully respect Helsinki principles

find 1ts place within wider European integraticn
strendthen peace in Europe.

What are the "relevant agreements and treaties” which nust
be respected?

— The whole range of post-war agreements underpinning

existing security arrangements in Europe. For instance, the
Federal Republic’s commitments to the Community and HATO,
the Quadripartite Agreement on Berlin, the Helsinki
Principles.

We also agreed at Strasbourg that maintaining dialogue
and East/West cooperation is wital. The concerns of others

in Eastern Furcpe and of the Soviet Union must be taken into
account. The Federal Republicts own treaties, eg with
Poland, are ralevant.

- HMore generally, statement confirmes our walcome for
changes and our willingness to act sppropriately in support
of them.

M8ZAAU/1




West not seeking to derive any unilateral advantage.

= Also underlines need for sense of responsibility at time

of great change. Means we all agree to work within existing

framework of alliances, treaties and CSCE commitments.

= Recognition of continued importance of US and Canadian
involvement in European affairs, through NATO and CSCE; and

of Gorbachev’s role in fostering reform.

MIDDLE EAST

Council reaffirmed Madrid Declaration (attached). A

Eurcpean perspective

n. the Arab/Israel problem. Fually

2
2

censlistent wWith UK's own position and efforts.

= Strasbourg statement encourages efforts to promote
Israeli/Palestinian dialegua. (Reference to current
US/Egyptian moves.)

- And focusses on practical help Community can

Ocecupied Territories. A very sansible approach

fully support.

LEBANDN
= Statement support for those, notably Arab League,

working to restore constitutional government in Lebanon.

Tl

EURO-ARAB CONFERENCE

- Britain will participate. My Right Hon Friend the
Foreign Secretary will represent us.

M32AAU/2




SOUTHERN AFRICA

= Good statement. It welcomes progress throughout the

region towards solving longstanding problems, especially in
Kamihia.

= [Qor total opposition to aEarthuid very clearly

underlined. But at same time, thare are words of

encouragement for South Africa to continue down the paths

of reform and change. Glad that Community partners, like
Commonwaealth at CHOGM, have taken this view.

UK not in any way isclated: we all agreed that change

best promoteéd by a miX of pressure and encouragement.

ETHIOPIA

- UK proposal that we should discuss this, because we have

been aware of problems of famine for some time, and because

wa are active in seeking solutions. E3

— Very glad that Council made public appeal on behalf of
Yictims of famine and called for further efforts to bring
peace through negotiation.

- Presidency will now draw statement to attention of all
those who can influence situation, notably Ethiopian
Government.

CHILE
= HWe all look forward to increased political and economic

exchanges with a democratic Chile in future.

CENTRAL AMERICA

- Key 1is for all teo fulfil commitments they have
undertaken, particularly in relation to respect for

democracy and strengthening of democratic institutiens.
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HUMAN RIGHTS

Fress communigque demonstrates extent of Community’s

activity worldwide in defence of human rights and victims of

abuses. We fully support this and do more than most to draw

attention to violations, no mattar where they cccur.

CYFRUS

Restates established position of Twelve:
UN Secretary General.

full support for

MB2ZARU/ 4




EURCPEAN COUNCIL MADRID, 26-27 JUNE 1939

Declardazion on the Mi13dls East

The Eurcpean Council has examined the situation in tha Middle East
gconflict in the light of recent events and of contactsa undertaken
over several months by the Presidency and the Troika with the

parties concerned, and i1t has drawn the fcllowing conclusicns:

the Twelve on the Middle Eaat conflict is defined
enice Declaraticn of 13 June 1380 and other subseguent

it consists in uphelding the right to gecurity of all
States in the reqion. :acluding Israel, that is to say, to live
within secure, recognised and guaranteed frontiera and in upholding
justice for all the pecples of the region, which includea
recognition of the legitizmate rights of the Palestinian peoplas,
including their right 2o self-—determination with all that this

implies.

=haz theas cotect:vea should Be achieved oy
irymewort of an latsrnazicral peace confe
= Inited Nacicons, as the appropriate
ndgotiaticns Cetwesn the partlies concerned, w

a copprehens:ve juat and lastiag sectlement.

The Eurcpean Council (s also of the view that the PLO should

participate (n this process.

ar every effzc: by ihe persanent zeabers
United ¥Yaticns to bBriag the parsies
cenfidgnc= besvesn “tem, and

! the internacicral peace




3. <he Community and its Member States have demonstrated their
readisess to participate actively in the search for a negotiated
soluticn to the conflict, and to co-Operate fully in the econoamic
snd social develcpment of the peoples of the region.

The Furcpean Council expressed its satisfaction regarding the policy
~f contacts with all the parties undertaken by the Presidency and

the Troika, and has decided to pursue its

e European Council welccames the support given by the
Extraordinary Suamit Meetlng of the _A.Ea.':u Lea.qu:. held in Casablanca,
rllES"'l..ﬂ.E‘.F"‘lﬂ.tlul".-lL t‘.‘-..um:‘]. in Alglers,
Security Council Resclutiona 242 and 138,
recogniticn of laraml’'s :;i:ght to axiat, aﬁ

a3 the renunciaticn of terrorisa.

1t also welcomes the efforts undertakea by, !.'h- United States in
their contacta with the parties directly wncern:—d and particularly

the dialogue entered into with the PLO.
F

Advantage should be taken of theae favourable circumatances to
sncender a spirit of tgolerancs and peace with a view to eatering

resolitely on the path of negotiations.

4. T™he Furcpean Zouncil deplores tne continuing deterioratica <f
she situation in the Cccupied Territocies and the constant increase
.n sme aupper of dead and wounded and the suffering of the

poOpuUiation.

It acpeals urgentcly tc the tsraeli authorities to put aa end to

repressive Ieasures, 9 implesent resolutions 603, 607 and 608 of

~hg Security Council and to respect the provisions of the Geneva
- -puen=ion cO the Frotecticn ol ~ivilian Populaticns iz Tines ot
War. They apgeal ia parzisucar far the reopening of educaticoal

LI i e - | + r=m@ Wear Janx,




5. ©n the basis of the positions of principle of the Twelve, the
European Council welcczoes the proposal for eleckions in eEha Qccupled

Territories as a contribution to the peace process, provided that:

he elections are set in the context of a process towards a

comprenenaive, Just, and lasting settlement of the confliex.

- the elections take place in the Occupied Territories including

East Jerusalem, under adequate guarantee of freedom.

9 excluded and the {inal negotiations takes place on
Resolations 243 and )18 of the Security Council of the

jlced Hations, b an the principle of "land for peace” .

b THe Eurcpean Council launches a solemn appeal to the parties
concerned to S4lIs the opportunity to achleve peace. Reapect by
each ¢f the parties fcr the legitimate righta of the cther should
facilitacte the normaiising of relactions between all the countries of
the regqion. The Eurcpeaa Council calls upon the Arab countries to
egatablish normal relaticns of peace and co-operation with Israel and

o i
dzks that councery 1a tura to recognlas the right of the Paleatinian

. EeCD.2 L2 exercise seil-defgriilation.




EMU: STATEMENTS BY EKARL OTTO POHL

Statements helpful to UK line

1. The President of the Bundesbank has made a number of
recent statements helpful to the UK line on EMU:

- Article in Handelsblatt, 30.12.B8: "Economic and Monetary
Union cannot be achieved by revolution, but by an
evolutionary process [which, although it will not be without
its setbacks, is already irreversible]."

"Today, however, the creation of supra-national institutions
abla to make binding decisions in the most important areas
of economic and monetary policy appears visionary. This
includes the goal of a European Central Bank System.®

"The next steps towards a new EBuropean future do not regquire
drastic institutional changes [nor should they lesad to

dangerous detours such as a parallel currency]."

- Interview in "lLe Figaro", 11-12 March: "To move from the
EM5 to a new monetary Europe will regquire Treaty change.
But the road will be long, and it will be wholly premature
to expect the creation of a European Central Bank in the

near future."

- Press Conference, 18.4.89: "In Ggrmany and some other

countries capital movements have been free of restrictions
for a long time. Other countries, howevar, still impose

—_—

considerable restrictions on money and capital movements.

Before one considers a European monetary union, all existing
rastrictions should first be lifted. I find it somewhat
astonishing that the countries which are making the
strongest calls for an economic and monetary union.... ars

thé_very countries which are unable to cbserve the

comparatively easy rules of the European Monetary System.

——

e ————
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My thoughts in the this connection go particularly to
Italy and Spain."

—

"In the interest of European integration, which I perscnally
advocate most strongly and which I gladly support, one
should warn against false expectations. Failure would be
the worst thing that could happen to us. You know what
became of the Werner Report and similar expert reports."

- Interview in La Monde, 23.5.89: "Whether or not there will
one day be a decision-making institution involving, as Mrs

Thatcher rightly said, a far-reaching transfer of
sovereignty, is a political decision."

- Speech to German Saving Banks’ Congress, B.6.89: "The

British Government is not the only one which has
difficulties in accepting the transfer of sovereign rights
to supra-national institutions. That goes for the Federal
Republic too. For exampla, tha creation of a European
Central Bank System eguipped with real monetary policy
powers... would require far-reaching changes te the
Bundesbank and I do not know whether there would be broad
agreement for such changes in the Federal Republic in the
foreseeable future."

"In my opinion, it would be a serious mistake to begin

inter-Governmental negotiations on this at an early stage

some pecple have suggested... if we advise caution, this

does not mean we are agafhat economic and monetary union,
but that we assess the chances realistically."

"Mora important than amendmenta to the EC Treaty and the
creation of new institutions is the need to expand existing
developments towards an economic and monetary union and to
implement those decisions which have already been taken....
The institutional prerequisites for closer economic,
financial and monetary cooperation among EC member states
already exist (ECOFIN, Monetary Committee, Committee of EC

LTTAPC/2




Central Bank Governors, EMS Treaty). HNo new Treaty and no
new institutions are required for tha time being."

- Speech in{Munich, 22.6.8 "I myself doubt whether the
o E— P
time has com&€ for such a comprehensive renunciation of
sovereignty, namely the transfer of monetary powers to
%

éﬁﬁra-natinnal'institutiuns. I can only repeat what I said
a little while ago. HNeither ingla curren nor a
European Central Bank is necessary for an economic and

Bonetary Uniom to function... As I see 1t, there are two
rﬁmpramatum and badly prepared
"Inter-Governmental Conference®™ on such a Treaty: it could
lead to considerable tension and conflict within the EC.
Worse still is the possibility of failure.®

= Interview in FT, 1.7.89: "I think ona should not start on
such a venture [an IGC/Treaty change] unless there is a good
chance of finishing the process. If the danger of failure
was judged relatively great - and it is my view that it i=s
relatively great, to start with, at least - then it would be
better to walt.®

- Speech in Frankfurt on 7.11.89%: Pohl repeated his
criticism of pressure for an IGC in the second half of 1990
T
and said that in the view of the Pundesbank there was no
ocbvious reason to move guickly to a common EC monetary

policy. He said he was very sympathetic towards the British
paper, which he described " isti nd sensible

dﬁscriptiun of what monetary policy should concentrate on in

future years."
— .

Othars Statements

2. M Delors commented during his meeting with tha Prime
Minister on 1 December that Herr Pohl tended to make
conflicting statements. There i= some truth in this:

- In a speech on 26 January, Pohl said: "I am wholly in

favour of the creation of a European Central Bank and a

LT7APC/3




European currency"™. He went on, however, to say that "the
enormous practical and political difficulties involved are
obvious to anyone who is familiar with the material. A

Eurcpean Reserve Bank and a European currency would also,

as the British Chancellor of the Exchegquer has recently

pointed out, involve Governments giving up important areas
of financial sovereignty. This may be desirable, but it is
for the foreseeable future impracticable."

- At his press conference on 18 April, Pchl said: "One can
only enter the first stage if it is agreed that at the end
of the first stage there is the second and then the third
stage. One cannot start a journey without knowing the
destination.®

3. Herr Pdhl is also a leading advocate of UK membership

of the ERM, for which he called in virtually all of the
gstatements listed above.
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OPPOSITION SUPPORTING STATEMENTS ON DELORS 2 AND 3 - A
CHECKLIST:

There is widespread agreement across parties on the problems

presented by Stages 2 and 3 of the Delors Report.

“The proposals set out by the Delors Committee for Stages 2 and

3 of economic and monetary union are wvery far-reaching, and

e

represent only one among a number of possible proposals to

achieve greater monetary cooperation and economic convergence."

{Hansard, 2 Hovember 1989, Col 502)

"There has been cogent criticism of the Delors Report. In many

ways it is Eﬂ_ﬂchem_ql:in in tone. It makes assumptions which are

l‘teither argued nor justified, and it is on the whole dangerously

insensitive to the political dimension of econcmic decision-

making and the need for democratic accountability." (ibid)

"The Delors Report may be a useful starting point for debate and

discussion, but it could never be regarded as a blueprint for the

future of Europe." (ibid) : A
ey

"we do not accept that binding rules for budgetary and fiscal

policy are a necessary condition for the achievement of monetary

union. I remind the House that that is one of the central parts

.

of Stages 2 and 3." (ibid)




-

"The Chancellor of the Exchequer drew attention to the Select

Committea's conclusion that:

'The power of the House of Commons has depended

fundamentally on the control of money, both taxation and

e

expenditure. This would be jeocpardised by the form of

=

monetary union proposed by the Delors Report...'

—

I am happy to accept that enthusiastically, and I am sure that

all Opposition Members accept it too." (Col 503)

Dr David Owen

"I speak as a life-long European, but I believe that to force the

Community down the federalist rcad would not conly damage the

e

European Community but possibly destroy it... it has never before
been given such a _massive federalist twist than by the Delors
Report.”" (Hansard, 2 November 1989, Col 522).

"In the potential break-up of the Soviet Union... we are seaing

all the dangers of forcing independent nations into an artificial

——— —

qEEEEEEgi" {ibid)

"Few have been able to predict the path of European development
in the past, and the title of the Government paper 'aAn
Evolutionary Approach to European Economic and Monetary Union'

uses well chosen words." (ibid)




"Jacques Delors must frankly be told - I hope by more than one

country, Britain - that a lot of stuff he proposes is arrant

nonsense. It may serve as his presidential launch pad, but it

does not make =ense within an evolving European Community."

(ibid, Col 524}

Even Tony Benn declared:

"I detected in the speech of the new Chancellor of the Exchequer
a certain healthy caution [vis a vis the Delors Report]" (ibid,

Col 535).




L

On EC membership:

"We want out of the Common Market" (Hews of tha World, 15 May

1983)

"The prospects for withdrawal are nil." (the Independent, 4
February 1988)

Q .1522.:

“"Completing the internal market isn't a policy, it's an
abdication of responsibility. An apology for action." (Speech
to the Iron and Steel Trades Confederation Conference, 24 June

1986).




OFPPOSITION SUPPORTING STATEMENTS ON DELORS 2 AND 3

CHECELIST:

There is widespread agreement across parties on the problems

presented by Stages 2 and 3 of the Delors Report.

John Smith, Shadow Chancellox

"The proposals set out by the Delors Committee for Stages 2 and

3 of economic and monetary union are wvery far-reaching, and

achieve greater monetary cooperation and economic convergence."

(Hansard, 2 November 1989, Col 502)

In many

ways it is too schematic in tone. It makes assumptions which are

insensitive to the political dimension of economic decision-

making and the need for democratic accountability." (ibid)

"The Delors Report may be a useful starting point for debate and

digcussion, but it could never be regarded as a blueprint for the

—

future of Europe." (ibid)

"Wa do not accept that binding rules for budgetary and fiscal

poliey are a8 necessary condition for the achievement of monektary

union., I remind the House that that is one of the central parts

of Stages 2 and 3." (ibid)




. "The Chanceller of the Exchequer drew attention to the Select

Committea's conclusion thak:

'The power of the House of Commons has depended
fundamentally on the control of money, bath_ﬁaxatian and

expenditure. This would be jecpardised by the form of

monetary union proposed by the Delors Report...'

= — o=

I am happy to accept that enthusiastically, and I am sure that

all Opposition Members accept it too." (Col 503)

Dr David Owen

"I speak as a 1ife-long European, but I beliewve that to force the
Community down the Egﬂg{}%ist road would not only damage the
European Community but FDEEihlyfé;Etrﬂr it... ik has never before
been given such a massive federalist twist than by the Delors

Report.'" (Hansard, 2 November 1989, Col 522).

"In the potential break-up of the Soviet Union... we are seeing

all the dangers of forcing independent nations into an artificial

g?aug}qg.” {(ibid)

"Few have been able to predict the path of European development
in the past, and the title of the Government paper ‘an
Evolutionary Approach to European Economic and Manetary nion'

uses well chosen words." (ibid)




"Jacques Delors must frankly be told - I hope by more than one
country, Britain - that a lot of stuff he proposes 1s arrant

nonsense, It may serve as his presidential launch pad, but it

does not make sense within an evolving European Community."

(ibid, Col 524)

Even Tony Benn declared:

"I detected in the speech of the new Chancellor of tha Excheguer
a certain healthy caution [vis a vis the Delors Report]" (ibid,

Col 535].




On EC membership:

"We want out of the Common Market" (Hews of the World,
1983)

"The prospects for withdrawal are nil." (the Independent,

February 1988B)

"Completing the internal market isn't a policy, dit's an

abdication of responsibility. An apology for action.'" (Speech

to the Iron and Steel Trades Confederation Conference,; Z4 June

1986).
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A potentially useful new guote for tomorrow:

wThe British authorities have understood the essential

_:;} point: monetary integration should proceed along the

F path from stability to unity, and not that from anity
" to stability."

(Markus Lusser, Governor of the Swiss National Bank, Zurich,
21 November, speaking about the UK 2 November "Evolutionary

Approach" paper.)

2. The most useful of the Pohl guotes in our Strasbourg
kit was, I think, this ona, also on the "Evolutionary
Approach" paper:

monetary policy should concentrate on in future
yaars".

n... a realistic and sensible description of what /

{Pohl: Frankfurt, 7 November.)




EMU: STATEMENTS BY FKARL OTTO POHL

Btatements helpful to UK line

g The President of the Bundesbank has made a number of
recent statements helpful to the UK line on EMU:

- Article in Handelsblatt, 30.12.88: "Economic and Monetary

Union cannot be achieved by revolution, but by an
evolutionary process [which, although it will neot be without
its setbacks, is already irreversible]."

"Today, however, the creation of supra-national institutions
able to make binding decisions in the most important areas
of economic and monetary policy appears visionary. This

includes the goal of a Furopean Central Bank System."™
"The next steps towards a new European future do not regquire
drastic institutional changes [nor should they iead to

dangerous detours such as a parallel currency]."®

- Interview in "Le Figaro", 11-12 March: "To move from the

EMS to a new monetary Eurcope will require Treaty change.
But the road will be long, and it will be wholly premature
to expect the creation of a European Central Bank in the

near futura.®

- Press Conference, 18.4.89: "In Ggrmany and some other

countries capital movements have been free of restrictions

— S =D

for a leng time. Other countries, however, still impose

considerable restrictions on money and capital movements.
Before one considers a Eurcpean monetary union, all Eﬁifti“g
restrictions should first be lifted. I find it somewhat i
aé%dﬁiﬁhjnq h;t the countries which are making the

atrﬂngest calls for an economic and mﬂnetary Hnlﬂﬂa--

the very countries which are unable tﬂ ubserve the

comparatively easy rules Df the Eurnpeah Mﬂnetary Systam.

e — e
— e —
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My thoughts in the this connection go particularly to

Epaly anﬂ_?pnin."

"In the interest of Buropean integration, which I personally
advocate most strongly and which I gladly support, one
should warn against false expectations. Failure would be
the worst thing that could happen to us. You know what

became of the Werner Report and similar expert reports."

= Interview in Ie Monde, 23.5.89: "Whether or not there will
one day be a decision-making institution involving, as Mrs
Thatcher rightly said, a far-reaching transfer of
sovereignty, is a political decision.™

- Speech to German Saving Banks’ Congress, B8.6.89%: "The

British Government is not the only one which has
difficulties in accepting the transfer of sovereign rights
to supra-national institutions. That goes for the Federal
Republic too. For axample, the creation of a European
Central Bank System egquipped with real monetary policy
powers... would require far-reaching changes to the
Bundesbank and I deo not know whether there would be broad
agreement for such changes in the Federal Republic in the
foreseeable future."

"In my opinion, it would be a serious mistake to begin
inter-Governmental negotiatiens on this at an early stage as
some people have suggested... if wea advise czhtinﬁ: this |

' does not mean we are against economic and monetary unicn,/

but that we assess the chances realistically."

"More important than amendments to the EC Treaty and the
creation of new institutions is the need to expand existing
developments towards an economic and monetary union and to
implement those decisions which have already been taken....
The institutional prerequisites for closer economic,
financial and monetary cooperation among EC member states
already exist (ECOFIN, Monetary Committee, Committee of EC

LT7APC/2




Central Bank Governors, EHMS Treaty). HNo new Treaty and no
new institutions are required for the time being."

P =

~ —

- Specch infhunich 1 22.6, EgJ "I myself doubt whether the
time has comé for such a comprehensive renunciatmn of
saver31gnty, namely the transfer of manetary powers to
supra naticnal institutinna. I can only repeat what I said
a little while ago. HNeither ingle currency nor a

European Central Bank is necessary for an economic and
monetary unlon to functich... As I see it, there are two
fI;férEﬁéﬁETffEH‘ﬁTfﬁ=§abrEmature and badly prepared
"Inter-Governmental Conference" on such a Treaty: it could
lead to considerable tension and conflict within the EC.
Worse still is the possibility of failure.™

- Interview in FT, 1.7.89: "I think one should not start an

such a venture [an IGC/Treaty change] unless there is a good
chance of finishing the process. If the danger of failure
was judged relatively great - and it is my view that it is
ralatively great, to start with, at least - then it would be
better to wait."

- Speech in Frankfurt on 7.11.89: PShl repeated his

criticism of pressure for an IGC in the second half of 1990
and said that in the view of the Bundesbank there was no
cbvious reasocn to move guickly to a common EC monetary
poliey. He said he was very sympathetic towards the British
paper, which he described as "a realietic and sensible
description .-MMHEHILEEFLHEHE-.MEMMN on_in

e

future years."

= =

—_—

mﬂthnrs Etatements

2. M Delors commented during his meeting with the Prime
Minister on 1 December that Herr Péhl tended to make
conflicting statements. There is some truth in this:

- In a speech on 26 January, PShl said: "I am whelly in
favour of the creation of a European Central Bank and a
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Eurcpean currency". He went on, however, to say that "the
enormous practical and political difficulties involved are

cbvious to anvone who is familiar with the material. A

Eurcpean Reserve Bank and a European currency would also,

as the British Chancellor of the Exchequer has recently
pointed out, involve Governments giving up important areas
of financial sovereignty. This may be desirable, but it is
for the foreseeable future impracticable.™

- At his press conference on 18 April, Péhl said: "One can
only anter the first stage if it is agreed that at the end
of the first stage there 1s the second and then the third
stage. One cannot start a Jjourney without knowing the
destination.™

3 Herr Pohl 1is also a leading advocate of UK membership

of the EEM, for which he called in virtually all of the

statements listed above.
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CONCLUSIONS OF THE PRESIDENCY

EUROPEAN COUNCIL

STRASBOURG, & AND 9 DECEMBER 1989
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At the beginning of its meeting, the European council heard
a statemant by Mr Baron, the Fresident of the Eurcpean
parliament, in which he set out the Parliament’s position
and priorities with regard to the main Community toplcs 1in
the light of the current situation.

The European Ccuncil thanked Mr Baron for his address which
made a valuable contribution to the ensuing discussions.

TOWARDS EUROPEAN UNION

The European Council is conscious of the responsibilities
weighing on the Community in this crucial period for Europe.
The current changes and the prospects for development in
Eurcpe demonstrate the attraction which the political and

sconomic model of Community Eurcpe holds for many countries.
The Community must live up to this expectaticn and these
demands: its path lies not in withdrawal but in openness and

co-operation, particularly with the other Eurcpean states.

It is in the interest of all European states that the

community should become stronger and acecelarate 1ts progress

towards European Unicon.

The Eurcpean Council adopted the following Conclusicns ta
this end:

II. MAKING THE SINGLE ACT A REALITY

The Community is determined to carry cut all the commitments
contained in the single act in order to continue and extend
the process of integration with a view to Eurcpean Union.
This presupposes that the Community must finish eoff, within
the time limits laid down, the completion of the Single
Market and that it should apply itself, at the same time, toc
giving concrete form te large-scale projects which will
signify a new stage in its development.




A. An area without internal frontiers

The internal market is beginning to assume its final shape,
and its positive effects are being felt in all sectors of
aconomic life. In general, the timetable which was set is
being adhered to. Important decisions have been taken
during this six-month peried: in the area of financial
services, decisions have been taken on the co-ordination of
legislation enabling banks to cffer their services
throughout the Community, the prohibition of insidear dealing
and the co-ordination of motor vehicle insurance. The
European Council hopes that this set of decisions will be
swiftly supplemented by the adoption of directives, on the
basis of Commission proposals, on investment services,
regulations on the solvency ratio, takeover bids, company
law, 1n particular the European Company Statute, and the
three tax proposals concerning co-operation between
companies.

Significant progress has also been made in the Council
{Internal Market) on other major topics such as the control
of company concentrations, on which a decision is to be

taken before the end of this year. The European Council

would also like decisive progress to be made regarding

testing, standards and certifiecatien, the opening of public
procurement markets in the telecommunicaticns, enargy,
transport and water distribution sectors, and the freedom to
provide life assurance sServices.

It is also reguesting that rapid progress be made in the
veterinary sphere. 1In the transport sector, it reiterates
the importance of the initial decisions taken on road
cabotage and the guidelines adopted on air transport. IC
would like a coherent Community poliey te be drawn up in the
latter sector and an effective response found to the problem
of the congestion of air space, in order to guarantee
maximum safety for passengers. Further progress is needed




in tha three transport sectors: road transport, air
transport and shipping. It notes with satisfaction the
progress made in the telecommunications sector.

Special priority should be given to the development and
inter-connection of trans-European networks, notably in the
area of air traffic control, the linking of the main

Community conurbations by broad-band telecommunicatilons

networks, the most efficient surface communications links
and energy distribution. The Eurcpean Council asks the
Commission to propose the appropriate measures, taking into
account the possibility of extending such action to the
whole of the Community, paying particular attention to
situations arising at the Community’s limits in the context

of scanomic and =zocial cohesion.

With regard to the taxation of savings, the European Council
notes the progress which has been made since Madrid. It
asks the ECOFIN Council to complete its proceedings as soon
as possible and, as an accompaniment to the liberalisation
of capital movement, to take measures to combat tax evasion

effectively, in accordance with earlier decisions.

With regard to indirect taxation, it notes with satisfaction
the progress made during the last few months, with the
formulation of a transitional system which will lighten the
burden on undertakings and administrations and enable border
checks to be eliminated.

It considers that these arrangements need to be supplemented
by the elements which will be essential in particular to
enable the progressive approximation of VAT rates and to
resolve the problems connected with the removal, on 1
January 1993, of limits on purchases by private individuals
for their personal consumption when travelling within the
Community.




The European Council asks the Council to adopt as soon as
possible, on a proposal from the Commission, the decisions
which will make the process of the complete abolition of
fiscal frontiers irreversible.

B. Flanking pelicies

Accordina to the Single Act, completion of the internal
market must be backed up by a number of flanking policies.
Amongst these measures to achieve closer economic and social
cohesion are of particular importance to enable the
community as a whole to reap the benefits expected from the
large market. The European Council welcomes the
implementation of the reform of the structural policies
within the pericd laid down.

5 Environment

An improvement in the guality of life will come from paying
greater attention to the problems of the environment. The
nature and seriousness of the problems arising in this
sphere make more and more necessary a perspective and

measures which go beyond the national framework.

The European Council confirms the desire of the Community

and its member states to play a greater part in the devising

of international strategies for combating the dangers which
threaten the environment, in particular by taking an active
part in the drafting of a world convention on climate.

The European Council notes with satisfaction the unanimous
agreement of the Council on the arrangements for the
getting-up of the Eurcpean Environment Agency as from 1330.
This agency, which will be opan to non=-EEC European
countries which wish to join, will constitute a decisive
stage on the road towards improved knowledge of the state of
the European Environment and will thus help to improve the




strategies for dealing with the problems that arise. The
Eurcpean Council would like the Council (General Affairs) to
take an early decision on the Agency’s headgquarters.

D. Research

The European Council would like the Council to reach
agreement before the end of the year on the new framework
programme for 1990/1994, the implementation of which shcould
enable major progress to be made regarding the
competitiveness of key sectors of Eurcopean industry.

The European Council is pleased with the increased
participation by EFTA countries in Community research
programmes and hopes that co-operation with these countries
and their assocation will develop further when the new

framework programme is implemented.

E. MAhudiovisual

The commitment of citizens to the European idea depends on
positive measures being taken to enhance and promote
Eurcpean culture in its richness and diversity. In this

context the Eurcpean Council considers it essential to

consolidate recent achievements and capitalise on the

guidelines which emerged from the Audiovisual Conference in
order to develop Eurcpe’s audiovisual capacity: directive on
the free movement of televised programmes and competition
policy. It hopes that the efforts to produce the European
HDTV system will be stepped up, that the Community Action
Programme extending MEDIA will receive the necessary

financial support and the necessary synergy with audiovisual
EUREEKA will be ensured.
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Frep movement of persons and People’s Eurcope

All community policies in the economic and social spheres

contribute directly and indirectly to consclidating a common
zanse of belonging. This movement must be broadened and
accelerated by the adoption of concrete measures which will
enable European citizens te recognise in their daily lives
that they belong to a single entity.

The European Council underlines the importance in this
respect of the progressive abolition of formalities at the
Community’s internal borders which impede the free movement
of persons and symbolize division, which means that
effective measures need to be taken at the same time to
combat terrorism, drug addiction and organised crime. The
progressive abolition of border formalities shall not affect
the right of member states to take such measures as they
consider necessary for the purpose of controlling
immigration from third countries, and to combat terrorism,
crime, the traffiec in drugs and illict trading in works of
art and antigues. The European Council asks the Commissicn,
while taking account of national and Comminity spheres of
competence, to study suitable measuras for establishing

effective controls at the Community’s external frontiers.

The Eurcpean Council takes note of the progress made within
the Co-ordinator’s Group as described in the pregress report
drawn up under the responsibility of the Presidency. The
European Council would like the work to be stepped up and
accelerated so that progress towards the free movement of
persons can keep pace with that achieved on the free
movement of goods, services and capital, in accordance with
the timetable set cut in the Palma document.

The European Council would like an inventory to be prepared
of national positions on immigration so that a discussion

on this issue within the Council (Genaral Affairs) can be




prepared. In the light of that debate, the European Council
calls upon the relevant bodies to conclude as soon as
possible, and no later than the end of 1990, the conventions
which are under examination on the right of asylum, the
crossing of the Community’s external frontiers, and visas.
In this context, an inventory will be made of naticnal

policies on asylum with a view to achieving harmonisation.

The Eurcpean Council emphasises the need, throughout those
proceedings, to ensure that the procedures for co-operation
between Administrations first ensure the protection of

individuals with regard to the use of personalised data
banks.

The Eurepean Council calls upon tha Co-ordinators’ Group on
drugs recently set up on the initiative of the President of
tha French Republic to take all necessary steps to ensure
the vital co-ordipation of member states’ actions in the
main areas of the fight against this scourge, namely

prevention, health and social policy with regard to drug

addicts, the suppression of drug trafficking, and
internaticnal sction. In this context, the European Council
warnly welcomes the couragecus action taken by certain
countries, notably Colombia, and would like everything

possible to be done to contribute to the success of their
afforts.

The Eurpopean Council reaffirms in this connection the need
for the resumption, as soon as possible, of the negotiations
within the international coffee organisation with a view to
concluding a new agreement to protect the income of

producars in those countries.

The Eurcpean Council welcomes the significant results
obtained by implementing the programmes on exchanges of
young persons and students (ERASMUS, COMETT, LINGUA), which
contribute to developing European awareness, as will the




fortheoming introduction of a Eurcpean emergency health card
and of a "European Youth Card”. Similarly, the European
Council particularly welcomes the decisive progress made
recently towards agreement on granting all Community
nationals the right of residence in the member state of

their choice. This impertant measure, which is scheduled

for adoption before the end of the year, represents an

important step towards the integration of the pecoples of the
Community. The European Council indicated its satisfaction
at the conduct of the "Europe against cancer" programme and
at the agreement of principle reached on adoption of the
gecond Action Programme 1550-15994.

Social dimansion

Establishment of the Single Market has already led to
gignificant results, as evidenced by sustained growth, a
considerable increase in investment and in particular by the
creation of new jeobs, projected at 5 million for 1988-1330.

The Eurcpean Council considers that this trend, together
with the adopticon of directives on the Health and Safety of
workers, Community Action Programmes relating to the
integration of unemployed young persons into working life
and the fight against long-term unemployment, and of those
relating to vocational training, constitute decisive aspects
of the Community sccial dimension.

The Heads of State and of Government of eleven member states
adopted "The Community Charter of the fundamental social
rights of workers". This Charter reflects their sincere
attachment to a model of social relations based on common
traditions and practices. It will serve them as a reference
point for taking fuller account in future of the social
dimensicn in the development of the Community.




The Eurcpean Council takes notes of the fact that the

Commission has drawn up an Action Programme on the
application of the Charter and calls upon the Council to
deliberate upon the Commission’s proposzals in the light of

the social dimension of the internal market and having

regard to national and Community responsibilities.

III. ECOHOMIC AND MONETARY UNION

1. The Eurcpean Council examined the work carried out since
the European Council meeting in Madrid with a view to a
meating of the Inter-Governmental Conference.

It noted the agreement reached in the ECOFIN Councll and the
initiatives of the Governors of the central banks with a
view to strengthen the co=-ordination of eccnomic policies
and improving collaboration between central banks. Tt notes
that these decisions will enable the first stage of EMU as

defined in the report from the Delors Committee to begin an
1 July 1990,

2. It took note of the raport from the high level working
party, which identified the main techniecal, institutional
and political issues to be discussed with a view to a treaty

on economic and monetary union.

on this basis, and following a discussion on the calling of
an Inter-Governmental Conference charged with preparing an
amendment of the Treaty with a view to the final stages of
EMU, the President of the Eurocpean Council noted that the
necessary majority existed for convenling such a conference
under Article 2316 of the Treaty. That Conference will meet,
under the auspices of the Italian authorities, before the
end of 1990. It will draw up its own agenda and set the
timetable fer its proceedings.




1. The European Council emphasised, in this context, the
need to ensure the proper observance of democratic control
in sach of the member states.

With a view toc the new term of the European Parliament which

will begin in 1994, it calls for economic and monetary union

to comply fully with this democratic regquirement.

4. The European Council also toock note of the Commission's
intention to submit before April a composite paper on all
aspects of the achievement of economic and monetary union

which will take into account all available analyses and
contributions.

The Eurcpean Council emphasised the need for the Council
{General Affairs) and the ECOFIN Council to use the period

prior to the opening of the Conference to ensure the best
possible preparation.

The proceedings as a whole will be examined by the Council
{(General Affairs) in preparation for the European Council
meeting in Dublin.

IV. A COMMUNITY OF RESPONSIBILITY AND SOLIDARITY

In keeping with the principles set out in the Rhodes and
Madrid declarations, the Community will develop its role and
that of its member states in the international political and
economic arena in a spirit of openness, solidarity and
cooperation. It will fully meet its responsibilities vis &
vis countries with which it maintains all manner of links
and relationships, historical and gecgraphical in origin.




A. EFTIA

The Eurepean Council welcomes the progress of the
discussions which have taken place since the Madrid Council
and hopes that at the Ministerial meeting on 15 December a
decision will be taken to begin negotiations so that the
community and EFTA can, at the earliest cpportunity, reach
comprehensive agreement strengthening, on the basis of the
relevant acquis communautaire, their cooperation in the
framework of a Eurcpean economic area of 18 states in
complete accordance with multilateral commitments.

The Community hopes that this cooperation will be as close
ag possible and that it will ensure EFTA’s preparations in
certain Community activities and in the disciplines and
benefits of the internal market, in full compliance with the
independent decision-making processes of each organisation
and a strict balance of rights and obligations.

The Eurcpean Council hopes that the negotiations to be

opened in the firet half of 1990 will produce appropriate,

pragmatic arrangements for institutional cooperation which
are fully in keeping with the above principles.

This new relationship between the EEC and tha EFTA will be
in the interests of both parties and meet the expectations

of the peoples of Europe.

B. COUNTRIES OF CENTRAL AND EASTERN EUROPE

The Community’s dynamism and influence make it the Eurcpean
antity to which the countries of central and Eastern Europe
now refer, sesking to establish close links. The Community
has taken and will take the necessary decisions to
gstrengthen its cooperation with peoples aspiring to freedom,
democracy, pluralism and the rule of law. It will encourage
the necessary econcmic reforms by all the means at its
digsposal, and will continue its examination of the




appropriate forms of association with the countries which
are pursuing the path of economic and political reform. The
Community’s readiness and its commitment to cooperation are
central to the poliey which it is pursuing and which is
defined in the declaration adopted today: the objective

remains, as stated in the Rhodes declaration, that of
overceming the divisicns of Europe.

1. The Community has concluded trade agreements and, for
the most part, cooperation agreements with Czechoslovakia,
Hungary and Poland. The agreement with the USSR should be
signed by the end of this year. The Council will, as soon
as possible, instruct the Commission to negotiate a trade
and cooperation agreement with the GDR to be concluded
during the first half of 19%0. The Eurcpean Council
welcomes the decisions taken by the Council (General
Affaire) on 27 November 1989 temporarily granting Poland and
Hungary special trade facilities in order to contribute
towards solving their political and economic problems.

It noted the decisions taken by the Community to assist

economic reform in Poland and Hungary.

The Community tock part, in cooperation with its main
western partners, in an operation to supply agricultural
products to Poland. In view of the scale and urgency of the
needs, the European Council would ask the Council to take a

decision in the near future on a further such operation.

2. At their meeting in Paris on 18 November 198%, the Heads
of State and of Government asked the Troika of Presidencies
and the Commission to make progress in discussion and
decision-making with regard to the following:

- the European Council approved the principle of granting
observer status to the USSR 1in GATT:




- the Commission has submitted proposals designed to allow

nationals of the countries of Central and Eastern Europe to

take part in a number of educational and training programmes
similar to Community programmes, and European Council
requests the Council to take the revelant decisions;

~ the European Council calls upen the Council to take, at
the beginning of 1990, the requisite decisions for the
setting-up of a European vecational training foundation, on
the basis of propesals which the Commission is to submit;

- the Eurcpean Council approved the creation of a Eurcpean
Bank for reconstruction and development. Its aim will be to
promote in consultation with the IMF and the World Bank,
productive and competitive investment in the states of
Central and Western Eurcpe, to reduce, where appropriate,
any risks related to the financing of their economies, to
assist the transition towards a more market-orientated
economy and to speed up necessary structural adjustments.
The states of Central and Eastern Europe concerned will be
able to participate in the capital and management of this
Bank, in which the member states, the Community and the
European Investment Bank will have a majority holding.

other countries and in particular the other member countries
of the OECD, will be invited to participate. The European
Council hepes that the Eurcpean Bank for reconstruction and
development will be set up as socon as possible. The
Eurocpean Council reguests that the necessary steps be taken
to ensure that negotiations are opened in January 1920. The
European Investment Bank will play a key role in preparing
the way for this new institution.

3. The Eurcpean Council confirmed the Community‘’s readiness
to participate, under the conditions defined at the meeting
on 18 November, in the creation of a stabilisation fund for
Foland. It emphasised that the combined contributions of

the Twelve would provide more than half the resocurces of the




Fund, which iz to receive 1,000 million dollars. The
European Council referred to the need to grant Hungary,
after agreement with the IMF, an adjustment loan of the same
amount.

It called upon the Council to take an early decision on the

Commission proposals.

4. The Eurcopean Council confirmed the key importance it
attaches to the fact that aid and cooperation projects

decided on by Western countries should be &8s complementary

as possible. It reaffirmed the need to maintain and
strengthen the procedure established by the Community. It
expects the forthcoming Ministerlal meeting of the 24
Western countries on 13 December to take the necessary
substantive and procedural decisions to ensure that the
efforts undertaken to facilitate the transition taking place
in Poland and Hungary and possibly in other countries of
Central and Eastern Europe are coordinated and effective.
5. The Eurcpean Council is following carefully and with
interest the impertant reforms planned in Yugoslavia and
confirms the Community’s undertaking to examine - once the
agresment with the monetary fund is concluded - additional
measures in support of the programme for improving that

country‘s economic and finmancial situation.

C. MEDITERRANEAN

The Eurcpean Council considers that the Community muast 2n
the coming months flesh cut its policy of neighbourly
relations with the Mediterranean states, with which it has
long had preferential ties. The specific relationship with
Mediterranean countries must be intensified and make it
possible to support them in their efforts towards
co-operation with Eurcpe, regiocnal integration and economic
development.




The Community attaches great importance to the creation of
the EMU and will implement the most appropriate cooperation.

It will continue the Euro-Arab dialogue at the Decembar
meeting.

The European Council calls upon the Council to adapt, on the
basis of the Commission communication, the instruments
provided for under the current agreements in order to
institute the means and methods of cooparation which are
best suited to the special nature of the relations which
must develop between the Community and thesa countries,

taking intoe consideration the particular problems of each of
them.

D. LATIN AMERICA AND ACP STATES

The Community must strengthen its cooperation with the Latin
American countries: in particular it must support the
efforts of the Andean pact countries to combat drugs, find

substitute crops and improve the cutlets for those crops.

The European Council welcomes the conclusion of the &éth
Lome Convention, which deepens and broadens the priviledged
relations between the Community and the associated African,
Caribbean and Pacific states. That Convention will be
signed within the coming days.




II. EUROPEARN POLITICAL COOPERATION

1. The Eurcpean Council discussed the fellewing subjects of

h

political cooperation:

Central and Eastern Europe
Middle East

Lebancn

Euro-Arab Conference
Southern Africa

Ethiopia

Chile

Central America
1t approved the statements annexed below.

2. Cyprus

The Eurcpean Council expressed its deep disguiet that the
tragic division of Cyprus, a country belonging to the
Eurcpean family, remains unchanged despite the renewed
efforts over fifteen months of the Secretary General of the
Unitad Nationsg.

It also reiterated its appeal to all parties to cooperate

with Mr Perez de Cuellar and his representative on the spot

=n as to overcome the obstacles to the pursuit of dialegue.
It asked them not to miss this opportunity for a just and
lasting settlement that will safeguard the unity,
independence, sovereignty, and territorial integrity of
Cyprus in accordance with the relevant resclutions of the
nited Hatlions.

g I Human RightTs

The European Council toock note of the repert of the
Political Committee summing up the activity of the Twelve 1in
tha field of human rights in the course of 1989. In this
connection, it approved tha text of a press releass.




DECLARATION ON CENTRAL AND EASTERN EUROPE

fach day in central and eastern Europe change is asserting
it=elf more strongly. Everywhere a powerful aspiration
toward freedom, democracy, respect of human rights,
prosperity, social justice and peace is being expressed.

The people are clearly showing their will to take their own
destiny in hand and te choose the path of their develocpment.
Such a profound and rapid development would not have been
possible without the policy of openness and reform led by Mr
Gorbachev.

Expressing the feelings of the people of the whole
Community, we are deeply gladdened by the changes taking
place. These are historic events and no doubt the most
important since the Second World War. The success of a
strong and dynamic European Cemmunity, the vitality of the
CSCE process and stability in the area of security, in which
the United States and Canada participate, have contributed

greatly to them.

These changes give reason to hope that the division in
Eurcpe can be overcome in accerdance With the aims of the
Helsinki Final Act which seeks, through a global and
balanced approach and on the basis of a set of principles
which retain their full value, to establish new relations
between Eurcpean countries whether in the area of security,

economic and technical cooperation, or the human dimension.

We seek |the strengthening nq the state of the peace in

Eurcpe in which the German people will regain its unity
through free self-determination. This process should take
place peacefully and democratically, in full respect of the
relevant agreements and treaties and of all the principles
defined by the Helsinki Final Act, in a context of dialogue
and East-West cooperation. It also has to be placed in the

perspective of European integration.




Already the hopes which we expressed a year ago in the
Rhodes Declaration have begun to take shapa. The progress
recorded in the negotiations on conventional and chemical

disarmament, the greater freedom of movement of persons and

ideas, the greater assurance of respect of human rights and

fundamental freedoms, and the different agreements concluded
between the Community and certain of these countries are

substantially changing the climate of relations in Europe.

The European Council is convinced in the present
circumstances that all must, more than ever, demonstrate
their sense of responsibility. The changes and transitions
which are necessary must not take place to tha detriment of
the stability of Eurcpe but rather must centribute to
strengthening 1t.

Far from wantirg to derive unilateral advantages frcm the
present situatien, the Community and 1ts member states mean
to give thelr support to tha countrias which have embarked
upon the road to democratic change. They deaplore all the
more so that in certain countries this process is still
hindered.

The Community and its member states are fully conscious of
the commonh responsibility which devolves on them in this
decisive phase in the history of Eurcpe. They are prepared
to develop with the USSR and the other countries of central
and eastarn Europe, and with Yugoslavia, in so far as they
are committed to this path, closer and more substantive
relations based upon an intensification of political
dialogue and increased cooperation in all areas. The
Community has in particular decided to support the economic
reforms undertaken in these countries by contributing - 1n
cellaboration with its western partners = to the
establishment of healthy and prosperocus economies within the

framework of appropriate structures.




The Eurepean Council has drawn up conclusiens which
illustrate this intention.

For the future and in accordance with the developments
taking place, the Community is willing to implement still
closer forms of cooperation with these countries.

At this time of profound and rapid change, the Community is
and must remain a point of reference and influence. It
remains the cornerstone of a new Europsan architecture and,
in its will te openness, a mooring for a future European
equilibrium. This equilibrium will be still better ensured

by a parallel development of the role of the Council of
Eurcpe,; EFTA and the CSCE process.

Construction of the Community must tharefore go forward: the
building of European Unien will permit the further
development of a range of effective and harmoniocus relaticns

with the other countries of Eurcpe.

DECLARATION ON THE MIDDLE EAST

1. The Eurcpean Councll wishes once more to stress the
over-riding need to find a pelitical settlement to the
Arah=Israeli conflict. In this regard it recalls that the
position of the Twelve is defined in the Madrid Declaration
of 27 June, 198%. In all its elements this Declaration
remains fully wvalid.

It ie in this spirit and with the guarantees specified 1in
the Madrid Declaration that the Twelve supported the
proposal for elections in the Occupied Territories,
considered as & step in a process towards an overall

settlement. Similarly they encourage efforts which seak to

establish dialegue between the parties directly concerned.

They recall the efforts they themselves make teo this end,
vhile respecting the principles which gulde their search for
a settlement. An illustration iz the recent missicn carried




out by the Ministarial Treoika.

2. Seriously concerned by vieolations of human rights in the
Occupied Territories and recalling the need for the

occupying power te observe strictly its cbligations under

the 4th Geneva Conventien te which it has notably not
conformed in such basic areas as education and health, the
Eurcpean Council deplores the continuous deterioration of
the situaticn in the Occupied Territories which seriously
affacts the living conditions of the pecple, compromises 1n
a lasting fashion the future of Palestinian society and
prevents the economic and social development of the
Territories.

The Community and its member states are determined to
increase substantially their aid to the inhabitants of these
Territories. Within the framework of the new 193071952
triennial conventien, the Community will continue with and
increase its aid to Palestinians through UNRWA which has
amounted tc more than 188 million ecu since 1971. It wishes
te see the activities of UNRWA carried out without
hindrance. During the same period, the European Council
establishes as an cbjective the doubling of the Community’s
direct aid which, since 1981, has amounted to 23 million
gcu. The Community thus intends te contribute to the
economic and social development of the Occupied Territories
and, by its efforts in the area of health and education as
wall as by support for lecal Palestinian instituticons, to
help to preserve the common future of the Palestinian
people.

STATEMENT ON LEBANON

Deeply concerned at the recent developments in Lebanon which
have produced a further threat to the preservation of the
country’s unity, the European Council reaffirms its
cormitment to the implementation of the Taif Agreements. It
expresses ite conviction that in present circumstances there




is no alternative to the precess of national reconciliation
and peace envisaged under those Agreements.

The Eurcpean Council therefore calls on all parties
concerned to lend their support to these cbjectives, in such
a way that they are furthered through dialogue and
consultation to the exclusion of any recourse to vielent

means, the upholding of the cease-fire being a main
priority.

The European Council expresses its support for the
constitutional order in Lebanon embodied by the President of
the Republic and the Government appointed by him, so that in
accordance with the aspirations of the whole populaticn, the
sovereignty, independence, unity and territorial integrity
of Lebanon can be restored. This process implies the
withdrawal of all feoreign armed presence, so that the
Lebanese pecople will be fully masters in thelir own house.

The Council recalls the very positive role played by UNIFIL.

STATEMENT ON THE EUROC-ARAE COMNFERENCE

The European Council expresses its desire to make closer the
ties which unite the Twelve to the Arab world from one side
of the Mediterranean toc the other. It is in this spirit
that a Conference has been organised which will meet in
Paries on 21 and 22 December and whose purpose will be to

—_—

give a new lmpézhs to the Euro-Arab Dialogue in order to
strengthen and develop their cooperatien.

DECLARATION BY THE TWELVE ON SOUTHERN AFRICA

Southern Africa has, for a year, been the scene of
developments of such importance as consistently to demand
the attention of the Twealva.

i. The most obvious of these concerns Namibia. Almost a

year ago the signature of the New York Agreements opened the




way for implementation of Resolution 435 as the Twelve have
constantly wished. Up to now tha transiticnal process has
unfolded in a satisfactory manner and the Twelve wish, on
this oceasion, to express their appreciation of the vital
role played by the Secretary General of the UN and his
Special Representative for Namibia. The first valid and
free elections have permitted the appointment of a
Constituent Assembly which truly reflects the wishes of the
Namibian pecple. The foundations of the new state are
taking shape before our eyes.

Independent Namibia’s needs will be significant. The
community and its member states are already prepared to
contribute to meeting these through appropriate aid
programmes. This effort will ke in addition to the
assistance envisaged by all of the member states on a
bilateral level. HNamibia will also be welcomed into the new
Lomé Convention as scon as it expresses a wish to join 1it.
The Troika has already made known this position to the
representatives of the ACPF States at their recent

Ministerial meeting to discuss southern Africa.

2. A measure of progress has also been achieved in the

process of national reconciliation in Angola and Mozambigue.

B favourable internaticnal climate has been availed of with
courage and determination on the part of these with
authority in these twe States in order to make significant
advances on the road to peace. The recent missien ef the
Troika of Political Directors to Angola brought out thea real
will of the leaders of this country teo put an end to the
conflict which has for too many years encumbered the
economic development and well-being of its people.

The Community and its member states are resolved te match
these developments by efforts to aid the reconstruction and
development of both these countries.




3. Finally, in Scuth Africa, President De Klerk’s accession
toc power has been followed by several acts of clemency and a
degree of freedom of expression which the Twelve have
welcomed., These measures, however, are still insufficient
with respect to the immense task posed by the dismantlement
of apartheid. The objective of the Twelve remains the
achievement through peaceful means of democratic and
multiracial system in Scuth Africa. 1In this regard they
gupport any process which can lead rapidly to the cessation
of violence on all sides and teo a dialogue between the
parties. Only broad-based negetiations bringing together
the true leaders of the different constituent parts of the
South African people can result in a lasting settlement. In
this respect the Conference for a Democratic Future, which
is being held in Johannesburg from 9 to 12 December, is a
step in the right direction.

In this context the Community and its member states have
recalled their support for the programme of positive
measures intended to help the victims of apartheid. With a
view to preparing for the developments which are inescapable
in South Africa, this programme will be strengthened over
the next two years by granting new scholarships for study in
Europe and in multi-racial South African universities. The
purpose of this action is to facilitate exchanges between
the different communities while allowing theilr least
priviledged members to attain a better level of education
and thues to contribute to the training of the skilled
personnel of which a multi-racial South Africa will have
crucial need in the medium term.

The Community and its member states have, moreover, decided
to maintain the pressure that they exert on the South
African authorities in order to promote the profound and
irreversible changes which they have repeatedly steood for

and to reconsider it when there is clear evidence that these

changes have been obtained.




A new South Africa, free from racial discriminatien, in

which all South Africans can live in peace and harmeny and
enjoy egual rights, is not a Utopian ideal. Its achievement
will also be of vital impeortance to the peace, stability,

security and economic development of the whole region and
will allow South Africa once more to find its proper place
within the international community.

STATEMENT ON ETHICPIA

The Eurcpean Ceuncil welcomes the steps undertaken to
advance towards negotiated sclutions and expresses its
conviction that only the econclusion of a political agreement
between all parties will enable cenflict to be brought to an
end. They call on the parties concerned to pursue
negotiations so as to achieve as soon as possible a
settlement acceptable to all, in a spirit of national
reconciliation.

The Eurcpean Council expresses its deep concern at the
gravity of the fcod shortage which affects the northern
regions - in Erythraea and Tigré in particular - and
threatens the life of millions of persons.

It affirms the determination of the Eurcopean Community and
its member estates to come to the assistance of the
pepulatiens who are victims of famine. It urges all parties
concerned, in collaboration with the agencies of the United
Mations, the World Food Programme, the Internaticnal
Committee of the Red Cross, and other non-gavernmental
organisations, not to obstruet but on the contrary to
facilitate the delivery and distribution of humanitarian

assistance and emergency aid in the afflicted areas.




DECLARATION ON THE EVE OF
GENERAL ELECTIONS IM CHILE, 14 DECEMBER 1989

The European Council, which has constantly expressed its
wish for the re-establishment of freedom in Chile, views the
situation in that country with hope.

The results of the plebiscite of 5 October 1988 showed
clearly the will of its people to put an end to the 16 years

of the military regime and to renew its democratic
traditions.

The European Council today welcomes the prospects offered by
the forthcoming Presidential and legislative elections at
the end of a process which should finally permit a return to
a state founded on law.

The Community and its member states have already provided
the chilean people with assistance in various sectors. The
Eurcopean Counclil reiterates its intention to contribute to

thae economic and social development of a democratic Chile,

in particular within the framework of a future cooperation

agreement between the Community and that country.

STATEMENT ON CENTRAL AMERICA

The Eurepean Council, concerned at the renewal of tensions
in Central America and particularly at the recent explosion
of vislence in El Salvador, considers that a peaceful
solutien in accordance with the aspirations of the pecples
of the region can only come through dialogue, the
safequarding of human rights, and respect for democracy. In
thie spirit, they call on all parties in the region to
strive for a resumption of the regional peace process based
on the Esquipulas agreements.




PRESS STATEMENT ON THE ACTIVITY OF THE TWELVE
IN THE FIELD OF HUMAN RIGHTS

= Cooperation in the field of human rights, which led
earlier, in 1986, to a Ministerial declaration and, in 1887,
to the setting up of a special working group in accordance
with the wishes of the European Parliament, has developed
further in 1989,

- Thie has been a year of contrasts in human rights,
marked by progress, particularly in some Eastern European
countries, but alsoc by disappointed hopes and the
continuation of disturbing situations. Confronted with such
events, the Twelve have made their voice heard. The

interventions they have made in international fora (CSCE:

United Natieons - where for the first time last February, the

Twelve made a jeint intervantion in the debate of the
commissicon on Human Rights), together with the positicns
they have adopted in the form of declarations, give witness
to their will to react to such situations regardless of the
continent in which they might occur. In certaln cases
(Iran, Romania, China, Panama), measures that have been
taken have been made public.

- The gquestion of human rights has become an important
aglement in the dialogue and cooperation entered inte with
the developing countries. Respect of human rights is
essential teo lasting development.

- Actimspe in the field of human rights have also been
carried out by way of numerous démarches made during the
year to several governments, most often through the
smbassador of the Presidency or Heads of Mission forming the
npesika®, For reasons of efficacy, most of these demarches
have remained confidential. The purpose of some of them has
been to protect or save perscns who ware viectims of
arbitrary treatment or racial discrimination, in particular
apartheid.




Others have marked the concern of members of the European
Community with regard teo certain particularly serious
attacks on human rights (summary executions, torture,
arbitrary arrests . « ).

The adoption in 1988 within the CSCE framework of a special
procedure which both enables attention to be drawn to
situations where human rights in Europe are not being
respected and contributes to their resclution through
dialogue between States, has also led the Twelve to act
jointly. Thus the Presidency, making use of this procedurs,
has intervenead on a number of occasion= in 19839 in four
countries of Eastern Europe.

Cogrdination between member countries of the Community is

accompanied by and relies increasingly upon enhanced

where fundamental freedoms are violated.

Particular attention has beean paid to guestions and
resolutions of the Eurcpean Parliament concerning human
rights.

All in all, the actions undertaken by the Community and its
member states in 1989 in the area of human rights have

marked a new stage in their common commitment to the respect

of human rights.
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331 pm

The Prime Minister (Mrs. Margaret Thatcher): With
permission, Mr. Speaker, 1 should like to make a statemsnt
about the Eurcpean Council in Strasbourg on B and 9
December which [ attended together with my right hon.
Friecnd the Secretary of State for Foreign and
Commonwealth Affairs. The text of the Council's
eonclosions has been placed in the Library of the House.

The Council considersd four main fsues: the steps still
needed to complete the common market in 1992; progress
with sconomic and monetary union; the social charter;
and how the Euwropean Community can support
democracy and economic reform in eastern Europe.

First, on the steps needid to achieve a real commaon
market by 1993, cur meeting in Strashourg confirmed Lhe
importance that we all attach o keeping to the timetable
for 1992, and I believe that we are on course for thal. The
Council confirmed and welcomed the progress made
during the past six monaths—in particular to open up
markets for banking and financial services and for
telecommunications in every member state, and to make
possible cheaper air fares. We shall aim to agree another
package of important measures before the end of the year,
including rules for company mergers and the further
opening up of public sector procurement.

We also set priorities for the next stage of our work,
govering such matiers as freedom to provide investment
services and life insurance throughout the Community,
and removal of restrictions on road and air transport and
shipping.

Completion of the common market B important in
three respects. Firsi, il represents the single most
important contribution that the European Commumnity
zan make to the prosperity of all its members. Secondly, it
is an example and an opportunity for the countries of
eastern Europe. Thirdly, it is the main respect in which the
European Community s in practice moving towards
closer integration. Britain has been at the forefront
throughout, and our record of implementing the
Community’s decisions is matched only by that of
Denmark, as was explicitly confirmed by Mr. Delors in
Strasbourg.

The second main item was progress with economic and
monetary union. The Council welcomed the fact that the
necessary decisions have now been taken to enable the first
stage of closer economic and monetary co-operation in
Europe to start on | July next year. That is something
which Britain very strongly supports.

President Mitterrand also noted that the necessary
majority existed to convene an intergovernmental
conference before the end of next year to discuss further
steps towards economic and monetary union. The
conference will 524 its own agenda and the timetable for its
procesdings. Mo time limit is set for its work. [t will have
before it not just the Delors report, but the British paper
setting out an evolutionary approach to economic and
monctary union, and perhaps other conbribunon.
Meanwhile, discussion of all these matters will continue
among Finance Ministers (o ensure that there is full and
adequate preparation of the intergovernmental con-
ference.

The council's conclusions specifically recognise—this is
1 very important point for Britain and for this House—
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that the provedures for democratic Control over economs
and financial matters in each member stale must be
respecied.

We are in (he early stage of what will be a long debate
in Furope on these matters. A number of different
viewpoints arc already beginning to emerge. Britain will
play a full and constructive part in the debate, while
reflecting the view exprassed in all parts of this House that
stages 2 and 3 of the Delors proposals are not scceptable.

Our third main item was the social charter. At our last
mesting in Madrid, we all agreed that creating jobs should
be the Community’s top priority. It was all the more
disappointing that the social charter which emerged would
regulate the labour market in @ way which, Far from
creating jobs, would actually put them at risk, by raising
costs and making our countries kess competitive.

Maorcover, the charter foreshadows an action pro-
gramme which the Commission is bringing forward
containing no fewer than 43 separate proposals, including
17 legally binding directives. Action at Community level is
appropriate in matters such as health and safety at waork
and frecdom of movement. But the programme includes
many other matters such as part-lime work, working
conditions, and compulsory schemes of worker participa-
tion in mandgement.

Britain does not sccept that the Community should
direct policy in these matters, many of which we belicve are
for national authorities to decide. Mor do we see any need
1o seck uniformity among social policies which have been
developed to suit the varied needs and traditions of the
different Community counires. :

I therefore made it clear that we would not endorse the
texi of the charter, and, judging from their comments, [
believe that many of my colleagues in Europe will have
considerable difficulties with the Commission®s specific
proposals when they come forward.

The lourth main item of our work was help to eastern
Ewrope. We wanl to suppori in practical ways the
countrics in cestern Burope which are introducing
democracy and economic reform. The Councal therefore
committed us to further specific measures of help,
including more food supplies; support for the 31 billion
stabilisation plan for Poland; setting up an agency to help
co-ordinate offers of training; and agreement in principle
to set up & development bank to help castern European
countries 10 make the transition to market-based
sconomies, and we hope that others, including the United
States, Japan, Canada and the European Free Trade
Association countries, will join in the European
development bank.

Britain's ideas for closer association between Lhe
European Community and the countries of eastern Europe
will alsa be followed up.

Heads of Government and Foreign Ministera also
discussed a wide range of international political issues. We
underlined the importance of maintaining security and
stability in Europe, in the face of the momentous changes
taking place. This means confirming existing alliances,
treaties and agreements, including the Helsinki Final Act.

I would also draw attention to our declaration oo
southern Africa. In this the Twelve look forward to the
time when sanctions and other measures against South
Africa can be reconsidered in response to profound and
irreversible change there,

May | say how grateful the Government are [Of
President Mitterrand’s skilful, courteous and: effective
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charrmanship of the Council? It was an important mecting.
what emerged most strongly is the degree o which the
Community and the 12 member states—not least because
of 1992—can act as the driving force in the development of
the whale af Europe, at 8 turning point in the continent’s
history. The Community should be an example of how [ree
gnd democratic nations can work ever more closely
together, while remaining open 1o the outside world,

That is the way in which Britain wanis the Community
10 develop, and, despite disagreements on some points, the
Sirasbourg Council encourages us to believe that that is
how the Community will develop, with Britsin playing a
very [ull part.

Mr, Neil Kinnack (Isleyn): | thank the Prime Minister
for her statemeni, Opposition Members welcome a
pumber of the decisions thal were made in Strashbourg,
especially on the social charter and the development bank.
to assist the achievement of prosperity and the advance of
democracy in eastern Europe? We consider that the
summit was wise to adopt the communiqué that accepis
the right of the German people
=to regain ity unity through frec self-determination™
in a peaceful and democratic process that fully respecis
existing agreements, treaties and the principles of the
Helsinki Final Act. We further believe that the

communiqué is a rational and constructive response o the
widespread acknowledgement in both parts of Germany
that the German gquestion is & matter not only for the
Cierman people, but for their neighbours in the West and
East also.

Is the Prime Minister aware that those positive

decistons in Strasbourg were mainly taken in spite of her,
nol becanse of her?

On the social charter, will the Prime Minister take this
opportunity to specily precisely why she will iy to deny
the British people safeguards and support on matiers such
as part-time work, working conditions and opportunitics
for workers to participate in the management decisions
that greatly affect their lives? What suecess has she had in
convincing her fellow Conservatives such as Chancellor
Kokl and Prime Ministers Martens, Da Sibva, Andreotti
and Schiliter of ber belief that the social charter, which
they accepl in its entivety, is somehow ~Marxist™?

On economic and monetary union, will the Frime
Minister tell us precisely what her policy now is towards
participation in the exchange rate mechanism of the
European monetary system? Does Britain's participation
depend upon that ever lengthening list of conditions that
ihe right hon. Lady has enumerated over recent months:
the completion of the single market, the removal of all
exchange controls, the removal of all industrial suhdidies
and the reduction of Brbtsh inflation to the European
average, or, following her Financial Times interview this
morming, do those conditions now have to be oaly
“broadly met™ in ber new “open mind”™, or is she simply
'Irl_u'lin; until ker nexi interview to decide whit she really
thinks? Insiead ﬂ'wn:i!.'ins upon evEfilE, Wh'f does she not
improve on the present conditions and embark upon
Begolialions on conditions to try (o secune participation in
the ll'l;illnr rate mechanism with maximam advantage
&nd minimum difficulty for our country?

As the Prime Minister reflects on the Strasbourg
summit and looks lforward 10 summits in Ireland and Taly
ower the next 12 manths, will she be changing her failed
poboes™ Doss she not understand that, whatever
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scepticism or hostility hon. Members of all parties may
share towards stage 2 and 3 of the Delors process, the least
effective way of influencing vital discussions and
negotiations is through her habit of declaring strident
opposition and following that up with resentful
acquiescence? Does she not realise that that unconvincing
and unsuccessful posturing has brought her to a position
in ihe Community where she is merely tolerated and then
bypassed, smiled at by other leaders but then sidelined by
the processes?

Is it mot clear that Sirasbourg was & place of repeated
defeat for the British Prime Minister? She wes defeated on
the intergovernmental conference, on the social charter
and on the establishment of @ European development
bank. When will the Prime Minister ever learn that if this
country i to have its proper influence in the Community,
it must have its proper involvement n the Commumnity?

The Prime Minister: 1 hope that everyone who is
listening will remember that the right hon. Gentleman was
not there and does not really know much about it

As for the most important isuwe on which advances
were made—the single market, something which makes
gveryone else in the world realise that Eurcpe really is
integrating into one market—Britain s in the lead—
{Interruption. | Yes indeed, Britain has implemented more
of {he directives, has led on many of the directives and of
course wiis the first to make the single market a high
prionty.

The right hon, Cientleman says that there are times
when one stands up very much for things that are good for
Britain. We did that, and because of it we have now had
returned to Britain about £10 billion from the reform of
the budget, a sum which the right hon. Gentleman would
have had neither the skill nor the resolve to secure for this
couniry.

Meat, we took a prominent part in securing the reform
of the common agricultural pobicy, and for that most
people are now profoundly thankful.

The social charter was adopted only as a general
statement by the 11 countries. When the Commission put
forward a proposal that we all agree to give effect to the
directives, that proposal was thrown out by almost every
country because many who agreed with the charter agreed
with it only as a general declaration. They will now have
to look im detail at each of the directives as they come
forward.

Many who were prepared to put their names (o a
general declaration about 4 minimum wage will not agree
to it when it comes forwand because it would mean
knocking many of their economies into a state of much
higher unemployment. So it is far better (o insist that these
issucs come forward as separate directives, when each and
every one of them can be considered separately, rather
than agree them in a broad general charier.

Al the intergovernmental conference, our paper on the
future of economic and monetary union will be among
those which will be properly considered. 1t is an excellent
paper. The governor of the Swiss National bank pointed
oul;

“The Boatish authorities hove pnderstosd the esseniind
point: monelary micgration should procesd along the path
from stability to unity, and nod that from uaity 1o sability.™

Karl Otto P3hl, governor of the Bundeskank, pointed
out that our evolutionary approach paper was

=g realistic and sensible description of what monetary policy
shoukd concentrate on n fulure ]'ul.rl."'
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S0 the people who know are most complimentary about
the British stance,

Mr. David Howell (Guildford); Twrning from the
dreary liturgy of the Leader of the Oppostion to the
coming dehate abowt the Fobons integration of the
Ewropean Community, which my rght hon. Friend
mentioned @nd in which we shall be playing & full part, is
it not a fact that, cven if today (he European Community
was one federated super state, it would be necessary to
reinvent nation states in order For Europe (o meet its noeds
in the 19%00s?

Is not the vision which we need to seek that of a
confederation of free and open kingdoms and republics
throughout Europe? Dioes my right hon. Friend agree that
that is the need for the Tuture? Bearing that in mind, does
that not witerly refute the criticism which people make of
my right bon. Friend's proper concern for the role of
nation states in the Europe of the future?

The Prime Minister: Yes, [ agroe entirely with my right
hon. Friend that we shall get marimum co-operation and
maximum ecffect whea we have the 12 nation states
co-operating with one another ever more closely together,
each with their pride in their owmn history and their own
culture and each being prepared to do together the things
that we do better together and which makes us stronger 1o
do them together, leaving the others of us 10 do other
things scparately in our cwn way,

Mr. Paddy Ashdown (Yeovil): May 1 take the Prime
Minister hack to the Milan conference of 19857 Is it not the
case that there, (oo, she voied against an intergovernmen-
tal conference, on that occasion on the Single European
Act, which she hae subsequently besn forced to accept and
of which, 1 sometimes think, she has even claimed
authorship?

Is it not & fact that at this conference she went opposed
to the social contract and was outvoted 11 to one? She
went apposed (o an intergovernmental conlerence and was
outvoted 11 {0 ons. She was opposed to a Euwropean
development bank but had to accept it. If that is batting
for Britain, she iz doing a remarkably bad job, The
remarkable thing about the conference was that owr
European allies did not find her irritating only beciuse
they found her completely irrelevant. The Government
and the Laboar party muost realiss that the nation™s best
long-term interests cannot be fulfilled without an
increasingly imtegrated Europe which comes together
politically, economically and socially.

The Prime Minister: The country’s best long-term
interests consist of keeping those who are in opposition
thers in perpetuity.

Al the intergovernmental conference which preceded
the Single European Act, it was not necessary to have a
treaty amendment to achieve the single market; it could
have been achieved without that As rhe right hon.
Gentleman may know, the Single European Act ensured
that certain matters could be decided by majority vote for
a limited purpose, whereas previously they were taken by
unanimous vole. That change is not necessary to complete
the single European market.

Many of my collegues were prepared to agree to the
social charter as a general declaration without any effect
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whatever, | was not prepared to put my name to a general
declaration without being prepared to consider what
Howed from it, much of which | wish to and shall oppose.
The charter should not have been brought forward. It was
outside some of the articles in the treaty of Rome and
could have been psed to gain extra competence for the
European Commission. The position now is far betler.
Separaic directives will have to be brought forwand, each
of which we shall consider in the usual way.

On the European development bank, both the right
hon. Gentleman and the right hon. Member lor Islwyn
(Mr. Kinnock) have got it wrong The Europesn
development bank was agreed in principle in Pars, and it
was announced then

Mr. Michael Marshall (Arundely: Will my rght hoa,
Fricod the Prime Minister reflect on the opporiunitics
arising in castern Europe through know-bow funds, for
both political and industrial exchanges? What farther
steps may be takea by our pariners in Europe along those
lines? Will she keep an open mind on extending the list
beyond Poland and Hungary, to take in, for example, Esat
Germany? Many of us believe that the position in
Germany 18 oot only a problem for West Germany.

The Prime Minister; Many EEC countries now have
know-how funds to train people in Poland and Hungary
who do not know what a market economy is like. We are
grving training on how to achieve it. We have co-ordinated
with one another through the mechanisms that [
mentioned so that we do not overlap too far.

The general view on East Germany and Czechoslovakia
is that when they have set up arrangements for tros
democracy and implemented an IMF  agreement, if
required, further aid will flow. We use much the same
sysiem and techmiques as we wsed in Poland, alihough
Poland was a special case. She necded a good deal of food
right away and some management training. We saw to it
that she received both. Other countries whose needs are
oot so urgenl will need to set up 8 democratic structurs,
and we shall consider their financial position before we
agree [urther ald.

Mr. Frank Cook (Stockton, North): When discussing
aspects of stability and security in the Community, did the
Prime Minister refer to reports in the American
publication, Defemce Daily, which stated that President
Bush had given his presidential approval 1o an
Anglo-French co-production of 3 40 km tactical
air-to-surface misaile, to be developed by British
Arrospace and Thomson-CSF? Ihd she explain to ber
fellow Heads of State why presidential approval was
necessary for such an Anglo-French initiative? Why is it
necessary now that the INF agreement has been made?

The Prime Minister: This was nota NATO meeting, but
a European Community mesting. The EEC, or European
Community, is not a defence organization, as the hos.
Centleman knows. NATO is a defence organizatian.

Mr. [as Tuylor (Esher): I congratulate my right hoa.
Friend on her part in the positive tone of the Strasboorg
conference. Will she build on that by ensuring that afl of
our Community partners understand that we have 8
commitment to economic 2nd monetary union, as they o
but that we prefer the evolutionary approach which will
betier safeguard the interests of national Parliaments and
ensure that the eventual economic and monetary union
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