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TRANSCRIPT A

PRESIDENT KITTERRARD:

Ladies and Gentlemen, Xrs Thatcher and myself are having this

press conference with you following on the few hours we spent
together working on what is traditionally called the Summits between
our two countries.

I personally had a long conversation with Xrs Thatcher and I
would like to thank her for being here, for making a contributiom.
Ve are always very happy to welcome her here in Paris. At the same
time our Ninisters were meeting together, that is the Ninisters for
Foreign Affairs, the Home Affairs Ninisters, the Ninisters for
Industry and Defence.

In the course of the conversation I had with Nrs Thatcher, we
tackled a number of subjects, some of which were also tackled during
the plenary meeting.

East-Vest relatioms, an assessment of the present situation
in the Soviet Union of what one might call ¥r Gorbachev's experiment

poseibly, within the country and outside the country.
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ESIDENT NITTERRAND (CONT):

And then therec was some discussion of the question of
-mament, the disarmiment, of which we have taken note in a certain
mber of fields. In some cases it is already a fact, in others it
; a statement of intent, as in the case for instance of
mventional weapons an appointment has been made for the beginning
° March and recently the Conference on Chemical Veapons, where
rain the old agreement between the Soviet Union and the Americans
1 intermediate missiles. The beginning of an agreement of the same

suntries on strategic weapons (I hope that this interruptiom is not ™

1@ suggestion that certain events might take place, possibly I can

seak loud enough so that you cam all hear me. I must say it is the

irst time I have seen this and I certainly hope that ¥rs Thatcher
{11 not believe that this is an example of British-French
slations!) as | was saying therefore, we talked obviously of the
-oblem which is gouing to come up at the NATO meeting at the end of
ay in Brussels on what is called the modernisation of short-range
3apons.

And then we went on to a certain number of aspects of the
iddle Bast problem, we talked about the Niddle Bast and the results
f the Iran-Iraq war which obvicusly led us to what is called today
he Rushdie Affair, the reactions of the Vestern countries and all

he different consequences which may stem from this.
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PRESIDENT KITTERRAND (CORT):

The Niddle Bast, Nr Shamir's recent visit to Paris, the
present state of discussions or non-discussions on the question of a
possible international conference and we talked about Europe, the
European Community. Ve approached it via the mometary probleam and
the Single Karket.

¥e talked about the envirunment, the problems of the audio-
visual world, the last two were relatively easy to deal with. The
firet two, of course, were more difficult and pending the
Commission's report, K. Delors' report, and what the President of .
the Community, Felipe Gonzales will do pending all this. As I was
saying, we discussed a certain number of aspects we knew well where
the differences lie between us but we felt that at any rate a
compromise had to be reached if the construction of Burope was to go
forward.

A few other questions were dealt with concerning the European
Comminity. MNrs Thatcher for instance did not forget to talk about
the Fissan cars, Japanese cars made in Great Britain, she does naot
forget anything and that is a very good thing I find.

I have really susmed up, I have only run through not the

positions of Great Britain and France but simply the topics which we

dealt with and I will leave it to you if you have any questions that
you would like to ask to allow us to delve further into several

topics in which you are particularly iaterested.
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PRESIDENT NITTERRAND (CONT):

But before I give the floor to ¥rs Thatcher I would like to
say that [ for onme feel that this kind of meeting is extremely
usaful, extremely fruitful, not only as regards personal relatioms,
it is always better to continue those relations suo as to make sure
that you are really working together in a number of conmcrete fields.
But I also think that it is fruitful and important for the relatioms
between our two countries which play a very specific role in Europe
for historical, technological reasons, because we have certain
weapons, because we are neighbours, and because in the major
problems with which mapkind has to deal with today we have some

similarity in our approach.

Now decisions have been taken which may seem to be perhaps

less important if compared to the major subjects with which we deal

but I feel that they are not negligible. First of all there will be
an exchange of diplometic staff between our two countries as from
the autumn of this country (sic). Ve will have British diplomets at
the Quai d'Orsay, there will be French diplomats in London and they
will be welcomed, accepted, as if they were part of the same
Administration. And this I feel shows the trust that lies between
us.

There will also be an increase in the exchange of youth. Ve
had taken the initiative of this together a few years ago and

therefore the budget for these exchbanges will be increased,

multiplied at least by two.
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PRESIDENT NITTERRAND (COET):

Ve will also increase the number of visits so as to prepare
the important Community and intermational problems which lie before
us.

But now I am sure ¥re Thatcher will wish to give you her
point of view before we give you the floor for questions.

Kadam, once again, may [ say how very happy we are to welcome
our British friends here and particularly the Prime Ninister, in

person.

(END OF TRANSCRIPT A, CONTINUED OF TRANSCRIPT B) NNNN
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TRANSCRIPT B - (CONTINUED FRON TRANSCRIPT A)

PRINE XINISTER:

Nr. President of the Republic, first may I say that this has
been a very very good Susmit indeed, as befits two countries with
similar interests and a very mature relationship. Second, may I
thank the President very much for the arrangements made for me to

visit the Gaugin (phon) Exhibition yesterday which I enjoyed

enormously, which is a rare treat, and everything possible was done

in that marvellous Exhibition to demonstrate it in full, both to me
apd the many members of the public who go to see it.

The President has indicated the main subjects of our
discussion. Ve were talking in broad-brush terms leaviag the
details to our Ninisters, but there are very interesting movemenis
happening in the world at the moment. The President has indicated

them.
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PRINE NINISTER( CONTD):
In East-Vest, a period of enormous change in the Soviet

Union, but as we all know, periods of very great change,

% particularly change concentrated into a small period of years, are

| also periods of great uncertainty and when that happens it is

i absolutely vital for the Vest, which is the bastion of freedom and
human rights, to keep its defence strong and sure and up-to-date.
That is why we can weicome the changes that are going on in the
Soviet Union, regardless of what transpires. Ve hope that they
will cucceed; {f they do not, our defence will be strong and sure.

You know we have a NATO meeting coming up at the end of Nay.
The result of that must be a strong, united Alliance with its
weapons up-to-date. I shall be seeing Chancellor Kohl again
before that meeting so also will the President of the Republic.

On the Middle East, again, there is a general feeling that it
is time for well-prepared negotiatioms to begin. Ve feel that
those should be within the framework of the five nations
representing the Security Council because we feel that each one of
us has something to comtribute to the result of those negotiationms.
I think everyone realises the present situation cannot continue and
therefore it ls a task of finding a way through with people who will
negotiate with Israel and Israel negotiating with those people to

come through to a satisfactory solution.
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KINISTER (CONTD):

Of course, we discussed the Furgpean Community. Ve have
great decisions coming up.  There will be the X. Delors Report
which will probably be coming by the Nadrid Summit, but I think
myself that the greatest attainment between pow and 1992 will be the
achievement of a Single Karket. I do not think people realise just
quite what an achievement that will be. It will not only be a
matter of the Directives, but a matter of trying to break down sume
of the cultural barriers which, too, can be a great hindrance to
trade and we pust give very great attention to that.

Close on the heels of the Single Market, which we had a word
about today will, of course, be the Chanpel Tunnel, hopefully
opeping in 1993. President Nitterrand and I signed the initial
agreements and all is going well and we look forward to taking the
first ride through the Tunpel in 1993.

Of course, we discussed Nissan. ¥issan should be very
similar to another very famous motor company which has great
investments in Britain — the Ford Notor Company - investments right

across the countries of Europe. Ve import and export the Ford

components and the Ford cars to one apother and from Europe to other

countries, without regard to borders at all. There are no

difficulties op imports and exports and the same should be true with

¥issan.

FRGE . 0@4
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PRIKE NINISTER (CORTD):

¥e had a very brief discussion about the possibilities of the
Bcopomic Summit, but 1 think we were both particuvlar interested in
some of the environmental problems. Both of us have taken a great
interest in the Bangladesh problem with the floods and had a quick
discussion. Ve have seen President Ershad - he is coming to Paris
very soon - and we both take a very great ipterest in the world
environment and are particularly concerned about the great part
played by the maintenance of the big tropical forests and will give
considerable attention to that on the world scene. =
I would like to thank President Nitterrand once again for a

very good, warm, friendly Summit with a very fruitful exchange.

¥ow, your questions!
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QUESTIONS AND ANSVERS

QUESTION (RADIOC FRANCE INTERNATIONAL):

Prime NMinister Thatcher, did you talk about concerted EEC
action against Iran in the light of Kbomeini's death threats against
British author Salman Rushdie? Is there more the EEC is planning

to do than perhaps to break of diplomatic ties with Iran?

PRINE NINISTER:

1 thanked the President of the Republic and his Ninisters

very warmly for the support they had given over the Salman Rushdie
matter. It is a fundamental matter of freedom of speech and we
cannot have other people inciting their citizens to murder ome of
our citizens and on that we bad to be very firm.

It showed one of the tremendous advantages of having a
European Community, that we gathered together and took joint action
in a very decisive way.

As you know, we have withdrawn all of our diplomatic staff
from Tebran. Ve had only five there. Relations bhad only just got
going again. They have all been withdrawn and Iram is withdrawing
hers from London, so in substance, we have no diplomatic direct

relations at all at the moment. Ours are in the hands of Sweden,

as they were previously.

So I think in substance, we bave already taken the requisite

action and been supported splendidly and quickly by the whole

Community.
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QUESTICE:
Xr. President, since the situation round the Ruchdie affair
is perhaps more serious now, do you think that Salman Rushdie still

has the possitility of living free without any form of protection?

PRESIDENT NITTERRAND:

If you are asking me to make a forecast about the degree of
batred of which he is likely to be the object for some time yet, I
cannot of course do that. As long as he is under threat, of
course, he will bave the right to protection which he is entitled to
as anyone, whatever one thinks of his books or what he said -
anybody who wishes toc show his right of free speech will be
protected. I cannot of course tell you how long he will have to be
protected, but the more solidarity there is between the countries
who take a firm stand against this, then the shorter I think the
timpe will be that protection will be necessary. That is, I think,

the gist of the matter.

PRINE NIXISTER:

I agree with that completely.

QUEBSTIOF¥ (Israeli Radio):
About Nr. Shamir's visit to Paris which you mentioned, what
were your lmpressions and what did you say to Mrs. Thatcher about

this?
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PRESIDENT XITTERRAWD:

Vell, my impressions are nothing very original. I think
that nothing very much is moving.

The intermatiopal conference which I bhave myself called for
at the initiative of the Five Permanent Members of the Security
Council of the United ¥ations, obviously that is something that the
[sraeli Prime Minister is not very keen on to say the least.

How else can aone start a negotiation? Direct negotiation
has failed. fou are as famtliar with that as 1 am, and I really do
not see what prospects there are to make us think that things are
going to change for some time yet.

¥ill direct dialogue eventually take place between Israel and
some future unknown interlocutors who will be the future elected
politicians on the Vest Bank? Vhoever they are, Nr. Shamir seems

to think to rule out the PLO in this process, so I really cannot

give any very positive answer to what you have asked. I do not

¥now what Nr.Shamir's intentions are, but I am sure he will be
willing to put them forward to you.
All that [ can tell you is that the points which have been

rebearsed over several years which would eventually lead to a
peaceful solution of the conflict between Israel and the Arab

countries seem to have got no further and things are very much in a

deadlock at the moment as | see it.
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PRESIDENT MITTERRAND (CONTD):

There is, of course, the idea that there may be some
modiaotion with kgypt ana Jordan but it ic tho Headc of State of
those two countries who bave expressed their views on this and do
aul sees Lo have cucuuraged Lhal piuvess (u nhal lbey bave said, su
if we are talking about a procedure towards dialogue, towards peace,
I really have nothing new to add to the situation that you are
familiar with.

The Israeli Prime Minister has been received in Paris, as is
appropriate, as the representative of a friendly country, has been
to see me, and I have told him what I thought of it and we agreed to
meet again at some future time, but I think the conversations will
go on for a long time yet. It peverilbeless temalios true that
France still believes that one should take into account the new
issue which is the meeting of the Palestine National Council in
Algiers; the comnsequences that should be drawn from that are new
elements and an intermatiomal conference, we believe, would be very

welcome. That is what [ said but that is where we stand.

PRTNE XIFISTER:

Nay 1 just add a few words?

I agree very broadly with the Presideat of the Republic.

I think you peed three things to get negotiations started:
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PRINXE MINISTER (CONTD):
Rirst, the influence and the resolve of the United States

vith Israel.
Secondly, the support of the Permanent Nembers of the

Security Council.

Thirdly, a method of choosing who should negotiate on bebalf
of the Palestinian people. Some would say directly the PLO;
others would say that the people of the Vest Bank whose future is
being negotiated should have the chance to choose who should

negotiate for them. The latter might be a way of getting people

to vote on the ¥est Bank. I1f so, those elections would have to be
beld very clearly under fair auspices to minimise any intimidation

that might take place, but you are going to need those three things.

QUESTION:
Ar. President, did the Ministers of the Interior study or

even take new measures to control together all the threats due to

fundamentalists and other extrew sts?

PRESIDENT NITTERRAND:
There was a long discussion between the two Ninisters of the

Interior. This is the first time that they have met each other and

discussed these matters. It was simply a contipuation of
discussions which have already been going on and the aim of these

discussions at the moment is to make sure that the rescurces

available to ensure the security of persons are appropriate. I

cannot say more than that but the fact that this was discussed.
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QUESTION:
¥r. President, did you discuss the possible reaction of
France if tomorrow the Iranian Parliament were to decide to go
further and break off completely diplomatic relations with Great

Britain, as they threatened to do this week-end?

PRESIDENT NITTERRAND:

Ve have pot looked at the worst assumptions and at least we
shall not talk about them. Ve shall wait until what might happen
does happen before telling you what we think about it, but in an
affair of this kind where fanaticism and dognmatism do lead to
absolutely irratiopal situatioms, one has to be prepared for
everything and that is indeed the state of mind in which we find

ourselves at the moment.

PRINE MINISTER:

As I ipdicated earlier, we bave withdrawn our full diplomatic
staff from Tehran. The Iranians are withdrawing theirs from
London, so in substance, the relations do not continue directly -
they only continue through Sweden — so the substance, as far as we

are concerned, bas already been dealt with.

QUESTION:

¥r. President, as regards the modernisation of short-range
pmissiles, NATO missiles, do you feel that you would agree more with
Chancellor Kohl who feels that we can still wait two or three years

or would you agree with Nrs. Thatcher who feels that a decision

to be taken more quickly?
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PRESIDENT NITTERRAND:

I will tell you that when the time has come. For the time
being, my position is very simple, extraordinarily simple.

[f there is modernisation of this type of weapon by the
Soviet Union, there is no reason why there should not be
modernisation of this type of weapon by the Vestern Powers.

The aim that [ have always striven for is balance. of
course, it is difficult to achieve that balance. Ve have progress
in practically every area as you rnow full well. There is no

reason to spark off a new imbalance in very short-range nuclear .

weapons.  That being said, the country in which the weapons would

be stationed is the Federal Republic of Germany. Franpce, itself,
as you know, has its own strategy, autonomous, so before discussing
this publicly [ shall be meeting Chancellor Kohl in a few weeks time
and I will wait uptil we have had a chance to discuss that together
pefore making apy public statements.

Ve have time to discuss this between now and the end of Kay
and it is a decision which must be taken within the framework of the
Alliance but it is also a sovereign decision which has to be taken
by Germany because it commits Germany and does not commit France, SO
I think it is guite reasopable of me to observe discretion vis-a-vis

our Cerman friends before giving you a full answer oo this point.
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QUESTICH:
Nr. President, what do you think of the consequences of what
is called the ®"Rushdie Affair®" in France? I am thinking of the

demonstration yesterday ip Paris.

PRESIDENT RITTERRAND:

A communique was published by the Prime Minister this morning
stating that ip France freedom of thought and freedom 0of speech is
enshriped in our manmer of doing things so notbing is forbiddem in
that respect. Of course, that must not be confused with incitement
to murder.

Between those two principles, the Government will conduct its
policy. It is quite patural for people to meet, to demonstirate,
to protest. 1f they incite people to murder, that is something

quite different and we have to make sure that our laws are

respected.

PRILIP SBORT (BBC):

Prime Ninister, as a follow-up to that last question, do you

intend to do the same thing in Britaip, that is to take legal
proceedings against anyome in Britain who may call for Nr. Rushdie‘'s

death?
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PRINE MIFNISTER:

You knmow the position with regard to the lawv in Britain. 1f
there is to be a prosecution - a criminal prosecution - that is not
a matter for the politiciams, it is a matter for the prosecuting
authorities. If it is a question of sufficient evidence for
{pcitement to surder, that is a decision for the prosecuting
authorities to take and the responsibility is theirs, but our law

clearly must be upbeld according to the law withip our own borders.

QUESTION (ITI): i

Prime Minister, a follow-up on that question. Vhy bhave
there been no prosecutions then? Ve have had a number of people

appearing on television in Britain demanding the death of Xr.Rushdie

but no prosecutions.

PRIXE NINISTER:

Vhether or not there are prusecutionms is not a matter for a
politician. As you know, there is separation of the political
decisions and the legal and prusecuting decisions. Vho shall be
prosecuted is a decision taken by the police and the prosecuting

authorities upon the evidence, not a decision for a politician.

The moment a politician can say who shall or shall not be

prosecuted, that will be a very dark day for the law, because the

law sust be impartial and act only on the evidence.
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QURSTION:

Nadam Prime Minister and President, Sir, there has always
been a question of nuclear weapons cooperation between the two
countries. Did you talk about it today? Did you talk about going
further? Did you talk about an extended version of a nuclear
weapon launched from an aseroplane? Do you think that it is

possible to go further in nuclear cooperation between the two

countries?

PRINE NINISTER: "
I believe the Ninisters of Defence talked about this. Ve do
need to modernise the free—falling bombs by an air-to-surface
missile. ¥e have not, either of us, got a suitadle onme. Ve shall
need to do a good deal of research and development. I think we
would like to cooperate on that research and development. I think
we would also like to include the United States in that, because
obviously it would be very much cheaper if the cost of research and
development could be spread over a larger number of weapons than a

smaller number.

QUESTION:
President, Sir, will we see the Burope of the merchants go
along with the the Europe of the rich which you denounce. As far as

the social dimension group is concerned and the market aspect of

Europe, are you going ip the same directiom?

T T T mm———"
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PRESIDENT NITTERRAND:

I bave nothing against the Burope of the wealthy. All I
would prefer is that everyone should be wealthy. 1 am simply
against a system where the general rule is inequality, because it
stems from the economic and social structures, but this is already a
discussion of the past. HBowever, I did want to make that point
and when I see what you call the Europe of tradesmen go forward,
well why not? The merchants in the Niddle Ages were the ones who
began to move from one country to another and trade increased and
that was very good for the civilisation of the Vest, but at the same
time, [ hope and 1 wish all the producers, the workers at all leveis
should also feel that they too are Burvpeans in their everyday life
- thanks to the guarantees which they have, thanks to their style of
living. Everything should go forward at the same time.

Obviously, we have got to begin somewhere, but we must try

and harmonise interests.

(E¥D OF TRANSCRIPT B - CONTINUED OF TRANSCRIPT C) NNNN
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TRANSCRIPT C (CONTINUED FROK TRANSCRIPT B)

QUESTION:

I would like to put a question to you concerning Salman
Rushdie. Our law on the freedom of the press of 1890 states that
there should be a fine or even 1 - § years imprisonment for people
who incite to murder in public. Now that law may have to be revised
but as people yesterday in France publicly incited toc murder, is

there not regret that these people have not been arrested?

PRESIDENT NITTERRAND:

I will refer you to the communique from Nartinon (phom) which

says that any new appeal to violence or murder will immediately lead

to judicial proceedings. That is what I had wanted to show you but
I did not have it in front of me when I answered you the first time.

Is that all right?
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QUESTION:
¥r President, I would like to take up your answer concerning

short-range nuclear weapons. You said if the Soviet Union
modernises its short-range nuclear weapons you gee nO reascn why
there should not be modernisation by the Vestern powers. Do you
believe that there is a modernisation of short-range nuclear weapons
on the part of the Soviet Union which requires a modermisation on
the part of the Vestern powers and do you think this requires a

forthcoming decision?

PRESIDENT KITTERRAND:

Discussion is going on. If there were an imbalance, there is

already an imbalance as regards quantity by the way in Europe, but

if that imbalance were to be increased by difference in quality well

then certainly everyone would understand that to safeguard peace we

should restore the balance.

QUESTION (Adam Boltomn, Sky Fews):

Can I ask whether you discussed food safety at all,
particularly in view of some of the measures in Britain taken
against French soft cheeses and whether indeed that played a part om

the meou of what you had for lunch?
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PRINE NINISTER:
Fo we did not discuss food safety but I had some very good

camembert cheese for lunch.

PRESIDENT NITTERRAND:

Very good Nrs Thatcher. Anyway, I am sure that no-ome would
stand cn health grounds here because obviously you have got to be
very careful about this sort of thing but at the same time you
cannot use that as a trade argument and I am sure our British

friends understand this quite as well as we do and I am sure that

they could answer back if they wanted to im other fields. It is a

question of homesty in trade.

QUESTIOXN:

I would like to know if you have discussed issues concerning
the European Nonetary System and I would like to ask Prime Ninister
Thatcher whether she believes the eantry of the UK into the EXS as

premature still?

PRINE NINISTER:

Ve did not discuss that particular system. Ve are waiting
for the report of the Delors Commission. You refer to the Buropean
Nopetary System. Ve have been members of the Burupean Nonetary

System for a very long time. Is that clear?
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PRINE NINISTER (CONT):

Ve have been pembers of the European Nonetary System for a
very long time and part of our reserves are allocated to that
System. I do not think you got your question right but I will not

correct it for you. I have given you the right answer.

PRESIDENT NITTERRAND:

I am sure that the gentleman was thinking of something else
but, no, no no, we are not goimg to contipue the discussiom, but it
i{s absolutely certain that we did discuss the Eurcpean Nonetary
System, of course we talked about 1t, it is an essential topic and
at present it is difficult to say much because we do not yet know
about the main aspects of the decisiom, X. Delors' report, the
decisions which will be taken by Felipe Gumzales, the President of
the Council, all this needs to be known. I think it would be much
more useful to put the question again soon, at any rate before the
Kadrid Summit.

The fact that there are differemt approaches, need we really
repeat that? The fact that progress can be made, as I hope will I
am sure be proven later on but we would really be speaking uselessly

if we were to go any further today.

(KND OF TRANSCRIPT C, AND OF VHOLE TRANSCRIPT) NNEN
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Dawy Haghtn,

ANGLO/FRENCH SUMMIT: PRIME MINISTER'S MEETING WITH
PRESIDENT MITTERRAND

The Prime Minister had an hour and a half discussion with
President Mitterrand at the beginning of the Anglo/French
Summit in Paris this morning. The President was accompanied,
fleetingly, by Monsieur Attali and throughout by Madame
Guigou.

The United States

The conversation began with some exchanges about the

United States. The Prime Minister observed that the vote

the Senate Armed Services Committee against Senator Tower

been a blow to President Bush. The Committee had divided
party political lines, which suggested there was not much
bipartisanship around. She thought that Senator Tower's
rejection would be a setback for NATO: he had very
considerable experience in defence matters and was pro-Europe.
She thought it would be more and more difficult to get good
people to accept political office in the United States if the
price was such extensive preying into their private lives.

President Mitterrand said that, even if Senator Tower's
nomination got through the full Senate, his authority would be
diminished. He shared the Prime Minister's dislike of the
puritanical approach which was now fashionable. The President
added that he had lunched with President Bush in Tokyo and
found him generally relaxed and friendly.

Salman Rushdie

The Prime Minister said that she held no brief for
Mr Rushdie. He must have known that his book would give
of fence to Moslems. But there had been no option but to react
as we had to murder threats by a foreign state. We had been
grateful for support from Europe. President Mitterrand said
it was a case of standing up for the principle, not the
person. Ayatollah Khomeini's action had been stupid. It
probably stemmed from political in-fighting in Iran and a
desire to gain prestige in the Islamic world. The President
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noted that the Soviet Union was not showing solidarity and
that Japan had refused to take steps. He himself entirely
approved of the Western reaction. Khomeini's threats were
insupportable. The Prime Minister observed that Khomeini
seemed to be in distressingly good health. President
Mitterrand commented that this was our bad luck.

The Prime Minister said that the meeting between
Shevardnadze and Khomeini was an interesting development. The
Iranians presumably saw it as a way of getting back at the
West. She thought that the Soviet Union had cause to be
cautious in its dealings with Iran, if fundamentalism was not
to spill over into the Islamic Republics in the Soviet Union

itself.

East West Relations and Defence

President Mitterrand invited the Prime Minister to give
her analysis of developments in the Soviet Union. The Prime
Minister said that there was growing evidence of underlying
resistance to reform and a consequent lack of progress in
modernising the Soviet economy. The basic problem was the
inadequacy of the human material. People simply feared taking
responsibility. We had also to remember that Gorbachev was
trying to comnpress into a decade or so changes which had
taken centuries in Western Europe. There was a limit to the
amount of practical help which the West could give, apart from
obvious steps such as management training and joint ventures.
She did not think that Gorbachev himself knew what to do next.

It would be interesting to hear what he had to say during his
forthcoming visits to European capitals. But there was no
doubt in her mind that the West must go on expressing its
moral support for what Mr Gorbachev was trying to do.

The Prime Minister continued that she and President
Mitterrand agreed on the proper response to the uncertainty in
the Soviet Union. That was to maintain a strong defence
based on up-to-date weapons. The problem was Germany. There
had been an obvious collapse of political morale there
following the Berlin elections, creating a dangerous
situation. Chancellor Khol agreed on the need to be cautious
about the Soviet Union but was not ready to draw the right
conclusions, in particular on modernisation of SNF. NATO
needed a decision in principle this year to deploy a successor
to LANCE if Congress was to authorise the necessary funds for
its development. She had discussed the problem with
Chancellor Kohl the previous week. The most he had been
prepared to do publicly was to reaffirm the communiqué of last
year's NATO Summit and agree to a further meeting with her.

If NATO failed to take an appropriate decision on
modernisation, this would be a clear signal of weakness going
far wider than the SNF issue itself. It would signify a lack
of will to face up to difficult decisions. The Prime Minister
added that she was also somewhat concerned about the United
States' position on the issue. They had started off strongly
but now seemed to be wobbling a bit. The key points were for
NATO to keep together, stay strong and be ready to take

difficult decisions.
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President Mitterrand said that Mr Gorbachev faced three
threats. First, there was no prospect of bringing about an
increase in purchasing power in the Soviet Union, because of
the chaotic nature of the economic reforms and the lack of
response to them. If greater freedom failed to produce
material advantages, people in the Soviet Union would lose
interest in Gorbachev. Secondly, there was the problem of the
nationalities. If the army and the Party began to criticise
Gorbachev for dislocating the Soviet Empire, he would be in
serious trouble. Thirdly, there were developments in Eastern
Europe which must contain dangers for him. It would be wrong
for the West to exploit the nationalities issue against
Gorbachev. Indeed, he agreed with the Prime Minister that the
right course was to continue to support his reforms. He
believed that Gorbachev had no choice but to continue to move
forward. He seemed intent on building his own instrument, not
the army or the Party, but the State, which would act as a
third force.

President Mitterrand continued that he entirely agreed
with the Prime Minister that the West could not base its
policy on hypothesis or speculation. We had to be ready for
anything, and this meant keeping our defence strong. Against
this background, his reasoning on SNF modernisation was
simple, some would say over-simple. If the Russians were
modernising their SNF, NATO must do so too. If they were not,
NATO need not. The military opinion in France was that the
Soviet Union was modernising its capabilities in this area,
but he would like to see a more detailed assessment before
making up his mind. The West should not be the first to start
a new SNF arms race. But any Soviet effort should be off-set
by a corresponding Western effort. He agreed with the Prime
Minister that the problem lay ir Germany. There was a
strangely sentimental approach to Gorbachev there which had
eroded public support for defence. The SPD seemed ready to
open the doors wide to the Soviet Union. The coalition was
not strong and within it the conservatives were also divided.
He found it hard to see the German Government coming out in
favour of modernisation this year, although he might be wrong.
His own contacts suggested that the Government was
increasingly pessimistic about next year's Federal elections
and not in the right frame of mind to take a decision in May.
That said, the Prime Minister was quite right to focus on
Chancellor RKohl. Could she bring him round? The Prime
Minister said that she was trying to bring home to Chancellor
Xohl that the decision would not be any easier for being
postponed. We also had to convince the Germans that we risked
ending up with no land-based US missiles in Europe. That
would be a clear victory for the Soviet Union. The longer the
delay, the greater the risk of this. The only safe course was
to take the decision on modernisation now. She would talk to
Chancellor Kohl again in late April or early May. She felt
very strongly that this was no time for weakness in NATO.

President Mitterrand said he would think further about
the problem and would be seeing Chancellor Kohl himself in
early April. The question was whether we were prepared to
have a political crisis with Germany. The Prime Minister
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suggested that the alternative was a defence crisis within
NATO. President Mitterrand continued that President Bush had
urged him to return to Bonn and make another speech like the
one he had made to the Bundestag in 1983. The difference
between the situation then and now was that the new-look
Soviet policies were impressing Germany far more than he had
ever imagined. The Prime Minister said that she felt that the
German Government were simply failing to put the case for
modernisation. It was the same thing on low flying. She and
President Mitterrand should both have another go at Chancellor

Kohl.

Middle East

The Prime Minister said that she had recently met
Mr Arens, the new Israeli Foreign Minister. She had found his
views hard-line in substance although not aggressive. The
Israeli Government did not yet appear to have worked out a
coherent position. Perhaps it would not do so at all. In due
course the United States would have to put pressure on Israel
to negotiate. But we should not rush them.

President Mitterrand said that he had been left
pessimistic by his own meeting with Mr Shamir. The problem
was that Shamir wanted nothing. He believed that time was on
his side and that if Israel were simply to hang on long
enough, the lack of unity in the Arab world would prevent any
serious threat from developing. His views were part
historical, part mystic. He appeared to lay claim to parts of
Jordan: perhaps in this he was only the mirror image of
President Assad who claimed that Jesus Christ was a Syrian!
There were one or two glimmers of light: Shamir seemed ready
for contacts with the Palestinians and was talking of
elections on the West Bank. But this was off-set by his
absolute refusal to consider an international conference or
any contact with the PLO. Frankly, he had got nothing at all

out of his talks with Shamir.

The Prime Minister commented that, unless Israel was
prepared to concede territory for peace, Jordan would not be
persuaded to return to negotiations. Shamir tended to argue
for a bilateral US/Soviet framework for negotiations. This
was undesirable and would lead to polarisation. Britain and
France also had contributions to make. President Mitterrand
said that an attempt to establish a bilateral framework would

be diplomatic madness.

European Community

The Prime Minister said that she was not reassured by
what she heard of the work of the Delors Committee on Economic
and Monetary Union. It was vital that the Committee's report
should spell out the full extent to which EMU would involve
the transfer of national governments' decision-making powers
over economic and monetary policy. When the matter came back
to the Council, heads of government must not be able to say
that they had not realised the consequences. She imagined
that there would be no more than a first debate at the
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European Council in June. She wondered how President
Mitterrand saw the way ahead on this and what his priorities
were for the French Presidency in the second half of the year.

President Mitterrand said that the European agenda would
be dominated by four issues: economic and monetary union,
environmental problems, the social dimension and France's
audio-visual initiative. On economic and monetary union, he
shared the Prime Minister's wish that the Delors Committee's
report should be clear. The Prime Minister asked whether
France was really prepared to see the Bundesbank take charge
of its economic and monetary policies. President Mitterrand
said that it was certainly the case that Germany would prefer
a deutschmark zone to an ecu zone. The Prime Minister
observed that Governments in the Community did not seem to
have thought through the full implications of a single
European currency, with the inevitable demands from the
Southern member states for vast additional transfers through
the regional and social funds to sustain their participation
K, G B A

President Mitterrand continued that he was not a
maximalist about the European Community. His aim for the
French Presidency was simply to move forward on all four of
the issues which he had identified. There had been very
little progress under the Greek Presidency and not much more
could be expected from the Spanish. The Prime Minister said
that she hoped that President Mitterrand would include the
single market among his priorities. She was increasingly
coming to the view that directives and regulations were only
one aspect of achieving a genuine single market. Whatever
the rules said, cultural differences would remain as an
obstacle to a real single market. For instance, it was very
difficult for British or French companies to take over
companies in Germany. One could find many other examples
where the German economy was not truly open. We needed to
give more attention to overcoming these cultural differences,
which were the biggest single obstacle to a genuine single
market. President Mitterrand said he would reflect further on
this. The Prime Minister added that she hoped that the French
Presidency would also encourage action to deal with fraud in
the Community.

Nissan

The Prime Minister quoted the case of Nissan to show the
extent to which we were still far short of a genuine single
market in Europe. The fact was that France's actions had been
non-communautaire. She would take up the matter with Monsieur
Rocard. This she d4id with some passion during lunch, but
without any sign of movement in the French postion.

Environment

Environmental matters were not discussed between the
Prime Minister and President Mitterrand. But the Prime
Minister raised the meeting in The Hague on 11 March with
Monsieur Rocard over lunch, explaining once again our
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objections to the proposals which the French Government had
circulated. Monsieur Rocard continued to argue the need for a
new supra-national authority, as well as for sanctions and

compensation.

I am copying this letter to Alex Allan (Treasury), Brian
Hawtin (Ministry of Defence), Neil Thornton (Department of
Trade and Industry) and to Trevor Woolley (Cabinet Office).

I am also sending a copy on a personal basis to Sir Ewen

Fergusson in Paris.

V\¥V\r3 é”\‘)yi)“\ t

CHARLES POWELL

J. S. Wall, Esq.,
Foreign and Commonwealth Office
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INFO PRIORITY UKDEL NATO »

ANGLO-FRENCH SUMMIT: PARIS 27 FEBRUARY.

SUMMARY ,
1. A POSITIVE AND CONSTRUCTIVE ATMOSPHERE, THOUGH FEW CURRENT
DIFFERENCES WERE RESOLVED. GENERALLY CLOSE AGREEMENT IN ANALYSIS OF
INTERNATIONAL ISSUES. MITTERRAND'S LANGUAGE OBSCURES HIS REAL
INTENTIONS ON SNF. ON EC ISSUES, AGREEMENT TO DISAGREE ON ASPECTS OF
MONETARY COOPERATION, TAXATION OF SAVINGS AND SOCIAL DIMENSION:
CLOSER ALIGNMENT ON EC/US AND AUDIO-VISUAL. BILATERAL AGREEMENTS
CONCLUDED ON YOUTH EXCHANGES AND EXCHANGE OF DIPLOMATS. PROGRESS
NOTED IN TALKS BETWEEN DEFENCE AND INTERIOR MINISTERS. THE FRENCH
CONTINUE TO PLAY THE NISSAN ISSUE LONG.

DETAIL
2. THE PRIME MINISTER, ACCOMPANIED BY YOURSELF, THE HOME SECRETARY,
THE SECRETARY OF STATE EFOR DEFENCE AND THE SECRETARY OF STATE FOR
TRADE AND INDUSTRY, VISITED PARIS ON 27 FEBRUARY FOR THE ANNUAL
ANGLO-FRENCH SUMMIT. THE ATMOSPHERE WAS FRIENDLY AND CONSTRUCTIVE,
THOUGH FEW SOLUTIONS WERE FOUND TO CURRENT DIFFERENCES BETWEEN THE
IWO  SIDESI

EAST/WEST AND SNF
3. AT THE PLENARY SESSION, THE PRIME MINISTER SAID THAT SHE AND
MITTERRAND HAD BEEN IN BROAD AGREEMENT IN THEIR ANALYSIS OF
DEVELOPMENTS IN THE SOVIET UNION. THE OUTCOME OF GORBACHEV'S REFORMS
REMAINED UNCERTAIN AND IN THESE CIRCUMSTANCES IT WAS VITAL TO
MAINTAIN STRONG DEFENCES IN THE WEST. GIVEN THE TIME NEEDED TO
DEVELOP NEW WEAPONS, DECISIONS HAD TO BE TAKEN ON KEEPING WEAPONS
MODERNISED AND UP TO DATE. THE SOVIET UNION ITSELF WAS DOING SO. SHE
BELIEVED STRONGLY THAT LANCE, ONCE UPDATED, MUST BE DEPLOYED IN NATO
COUNTRIES. DELAYING THE DECISION COULD MAKE IT MORE DIFFICULT.

&, MITTERRAND-A D THAT THE WEST COULD ONLY WAIT FOR THE RESULTS
OF GORBACHEV'S | RMS. A FAILURE TO PRODUCE REAL ECONOMIC
IMPROVEMENTS, | CONTAIN NATIONALIST WITHIN THE USSR,
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COULD PROVOKE CHALLENGES TO HIM. MEANWHILE EAST/WEST RELATIONS WERE
IMPROVING DRAMATICALLY. FRANCE AND THE UK NEEDED TO WATCH CAREFULLY
ALL DEVELOPMENTS IN ARMS CONTROL, INCLUDING THOSE AFFECTING SHORT
RANGE WEAPONS. FRENCH POLICY ON THESE WAS STRAIGHTFORWARD: IF THE
SOVIET UNION WAS MODERNISING, THEN NATO SHOULD DO THE SAME. IF THEY
WERE NOT, THEN IT WOULD CREATE ADDITIONAL TENSION IF NATO WENT
AHEAD. WESTERN EXPERTS APPEARED TO HAVE CONCLUDED THAT THE SOIVET
UNION WAS MODERNISING (COMMENT: IN THE SUBSEQUENT PRESS CONFERENCE
MITTERRAND SEEMED TO INDICATE GREATER DOUBT ON THIS POINT). THE NATO
SUMMIT WOULD HAVE TO TAKE DECISIONS IN THE LIGHT OF CIRCUMSTANCES AT
THE TIME, BUT THE FRENCH GOVERNMENT WOULD NOT WISH TO TOLERATE AN
IMBALANCE NOR TO SEE A UNILATERAL PROCESS OF DISARMAMENT. THE FRG'S
POSITION WAS CRUCIAL, BECAUSE SHORT RANGE NUCLEAR WEAPONS WERE
STATIONED THERE. THE GENERAL POLICY OF THE FEDERAL GOVERNMENT AT
PRESENT, AND CERTAINLY GENERAL PUBLIC OPINION IN THE FRG, FAVOURED A
DELAY, THIS WOULD MAKE DISCUSSIONS VERY DIFFICULT. BUT FRANCE'S
BASIC AIM WAS TO ACHIEVE A BALANCE AND TO SEE NATO (FRANCE'S OWN
POSITION WAS SEPARATE) MODERNISE IF THE SOVIET UNION WAS DOING SO.

MIDDLE EAST
5. THE PRIME MINISTER AND MITTERRAND TOLD THE PLENARY SESSION THAT

THEY WERE IN AGREEMENT ON THE NEED FOR THE FIVE TO BE INVOLVED IN
THE PREPARATION OF AN INTERNATIONAL CONFERENCE: SPONSORSHIP BY THE
US AND THE USSR ALONE WAS NOT THE WAY FORWARD. MEANWHILE THE ISRAELI
GOVERNMENT APPEARED FIRMLY OPPOSED TO AN INTERNATIONAL CONFERENCE
AND TO DEALINGS WITH THE PLO, AND WAS FAILING TO TAKE ACCOUNT OF
DEVELOPMENTS ON THE ARAB SIDE. THE PRIME MINISTER THANKED MITTERRAND
FOR FRENCH SUPPORT OVER SATANIC VERSES. IT WAS ESSENTIAL TO UPHOLD
THE PRINCIPLE OF FREE SPEECH. IT SHOWED THE STRENGTH OF THE
COMMUNITY THAT THE TWELVE HAD AGREED TO TAKE JOINT ACTION.

EC ISSUES
6. THE PRIME MINISTER TOLD THE PLENARY THAT SHE DID NOT UNDERSTAND

WHY THERE SHOULD BE A PROBLEM FOR NISSANCUK) IF THERE WAS NO PROBLEM
FOR FORD(UK)'S EXPORTS TO THE COMMUNITY. THE FRENCH ATTITUDE ON
NISSAN DID NOT REFLECT THE SPIRIT OF THE COMMUNITY AND OUR
DIFFERENCES MUST BE RESOLVED. MITTERRAND SAID THAT THE FRENCH PRIME
MINISTER WAS HANDLING THIS QUESTION. HE HIMSELF WAS CONCERNED THAT
THE FRENCH AUTOMOBILE INDUSTRY, ALREADY AT A DISADVANTAGE AS REGARDS
GERMAN PRODUCTS, SHOULD NOT HAVE TO COPE WITH A WAVE OF JAPANESE
PRODUCTS IN ADDITION. HE WAS SURE NONETHELESS THAT THE UK AND FRANCE

WOULD COME TO AN AGREEMENT.

7. ON MONETARY UNION, THE PRIME MINISTER CALLED FOR A CLEAR AND
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PRECISE REPORT FROM THE DELORS COMMITTEE ON WHAT WOULD BE INVOLVED
IN MONETARY COOPERATION. POLITICAL DECISIONS COULD ONLY BE TAKEN IN
THE FULL LIGHT OF THE PROBABLE CONSEQUENCES. THE LOSS OF DECISION
MAKING POWERS BY INDIVIDUAL STATES AND BY THE COMMISSION IN
PARTICULAR MUST BE CAREFULLY DEFINED. MITTERRAND SAID THAT HE NOTED
THAT THE UK DID NOT WANT QUICK PROGRESS TOWARDS MONETARY UNION. THE
PRIME MINISTER'S DESIRE FOR CRYSTAL CLARITY WAS APPOSITE. THE FRENCH
WISHED TO MAKE REASONABLE PROGRESS, BUT THOUGHT THAT THIS COULD BE
ACHIEVED WITHOUT HARMING UK INTERESTS. IT WAS CLEAR THAT A DELICATE
BALANCING ACT WOULD BE NEEDED.

8. THE TWO SIDES AGREED THAT DIFFERENCES REMAINED ALSO ON TAXATION
AND SOCIAL ISSUES. MITTERRAND SAID THAT IT WOULD BE DIFFICULT TO
STOMACH NO PROGRESS AT ALL BEFORE THE END OF THE YEAR ON THE SOCIAL
DIMENSION. THE PRIME MINISTER UNDERLINED THE NEED TO TAKE ACCOUNT,
IN PROGRESS TOWARDS THE COMPLETION OF THE SINGLE MARKET, OF
VARIATIONS BETWEEN MEMBER STATES ON MERGERS POLICY AND OF
DIFFERENCES OF POLITICAL AND ECONOMIC QUOTE CULTURE UNQUOTE WHICH
AFFECTED COMPETITION. SHE ALSO DREW ATTENTION TO THE NEED TO
ELIMINATE FRAUD, THE QUICKEST WAY BEING TO ABOLISH MCAS IN
AGRICULTURE.

FOREIGN AFFAIRS
9. YOU AND DUMAS REPORTED YOUR GENERAL AGREEMENT ON EC/US
AGRICULTURAL SUBSIDIES AND ON AUDIO-VISUAL POLICY (SEE MY SEPARATE
TELEGRAMS RECORDING YOUR DISCUSSION IN DETAIL). DUMAS REPORTED TO
PLENARY THAT YOU HAD REACHED AGREEMENT ALSO ON THREE BILATERAL
POINTS:

I) THE FCO AND QUAI D'ORSAY WOULD BEGIN AN EXCHANGE OF DIPLOMATS
IN THE AUTUMN:

II) DUMAS HAD ACCEPTED YOUR INVITATION TO HOLD FURTHER TALKS AT
CHEVENING ON 15-16 MAY: AND

III) THE TWO GOVERNMENTS HAD AGREED TO DOUBLE THE NUMBER OF
BILATERAL YOUTH EXCHANGES.

DEFENCE “ISSUES
10. MR CHEVENEMENT TOLD THE PLENARY THAT HE AND MR YOUNGER HAD
QUICKLY AGREED ON THE NEED TO KEEP NUCLEAR WEAPONS OUT OF THE CFE IN
VIENNA, AGAINST THE BACKGROUND OF THE APPARENT SOVIET ATTEMPT, IN A
RECENTLY PUBLISHED REPORT, TO INCLUDE TACTICAL NUCLEAR WEAPONS IN
THE TALKS. THE TWO MINISTERS HAD AGREED THAT THE IDEAS DEVELOPED IN
THE HLTF FOR RESOLVING OUTSTANDING MANDATE QUESTIONS APPEARED TO BE
ON THE RIGHT LINES. ON BILATERAL MILITARY CONTACTS, THEY HAD
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APPROVED THE IDEA OF A JOINT EXERCISE AT A LATER STAGE IN WESTERN
GERMANY, AND HAD ALSO DISCUSSED SECURITY MEASURES FOR THE CHANNEL
TUNNEL, POLITICAL CONDITIONS FOR FRANCE AND PARTICIPATION IN THE
ACCS AND BILATERAL COOPERATION IN ARMAMENTS PROCUREMENT - INCLUDING
CROSS-PURCHASING AND THE JOINT MANUFACTURE OF COMPONENTS FOR BOTH
RAFALE AND SONARS. THEY HAD CONSIDERED THEIR RESPECTIVE REQUIREMENTS
FOR AIR-TO-GROUND MISSILES AND THE BRITISH DECISION NOT TO ADOPT
THE FRENCH ASMP. CHEVENEMENT SAID HE HOPED THAT DISCUSSION COULD
NEVERTHELESS CONTINUE ON THE UK'S LONGER-TERM NEEDS, SINCE THE
FRENCH MISSILE COULD BE IMPROVED.

11. MR YOUNGER AGREED WITH THIS PRESENTATION. NOTABLE PROGRESS HAD
BEEN MADE IN EQUIPMENT COOPERATION OVER THE PAST YEAR, WITH JOINT
SEMINARS ON LAND, SEA AND AIR SYSTEMS WELL ATTENDED BY FRENCH AND
BRITISH INDUSTRY. BULLETINS OF FORTHCOMING CONTRACTS WERE NOT BEING
CIRCULATED TO INDUSTRY IN EITHER COUNTRY. IT WAS RIGHT TO
CONCENTRATE ON EACH OTHER'S PRACTICAL NEEDS. AS FOR TALKS ON NUCLEAR
QUESTIONS, THEY HAD MADE GOOD PROGRESS IN THE PAST YEAR AND BOTH
SIDES WERE NOW LOOKING FOR WAYS OF EXTENDING THEIR RANGE.

INTERNAL AFFAIRS
12. M JOXE SAID THAT HE AND MR HURD HAD DISCUSSED BILATERAL AND

EUROPEAN POLICE COOPERATION. THEY HAD AGREED ON AN EXCHANGE OF
POLICE OFFICERS AND ON PROPOSALS FOR POLICE TRAINING. THESE WOULD BE

EXPERIMENTAL IN THE FIRST INSTANCE. BOTH SIDES WERE AGREED ON THE
NEED TO PROTECT THE PUBLISHERS OF SATANIC VERSES. THERE HAD BEEN A
FULL EXCHANGE ON BORDER CONTROLS AND IMMIGRATION, WHERE EACH SIDE
HAD DIFFERENT REQUIREMENTS DERIVING FROM HISTORY AND GEOGRAPHY, AND
TECHNICAL CHANGES HAD TO BE TAKEN INTO ACCOUNT. THE ONLY REAL
PROBLEM WHICH THEY HAD IDENTIFIED WAS WITH COMMUNITY BORDERS, WHERE
THE POLICIES OF MEMBER STATES WERE NOT YET HARMONISED, EG ON VISAS.
ON POLICE AND CUSTOMS CONTROLS ON CHANNEL TUNNEL TRAINS, M JOXE SAID
THAT THE TWO SIDES WOULD REMAIN IN CONTACT AND AIM FOR AN ACCEPTABLE

COMMON SOLUTION.

13. MR HURD AGREED, UNDERLINING THE GROWING PRESSURE ON THE
COMMUNITY OF PROBLEMS FROM OUTSIDE, PARTICULARLY IMMIGRATION FROM
THE THIRD WORLD AND EASTERN EUROPE. THE UK SAW THE NEED FOR
CONTINUING CHECKS AT THE FRONTIERS ON NON-EC NATIONALS, WHEREAS THE
FRENCH PLACED EMPHASIS ON A VISA REGIME. FURTHER WORK WOULD BE
NEEDED UNDER THE SPANISH AND FRENCH PRESIDENCIES.

TRADE ISSUES
14. M FAUROUX SAID THAT HE AND LORD YOUNG HAD DISCUSSED HIGH

PAGE 4
CONFIDENTIAL




CONFIDENTIAL

. 157362
MDHIAN 4359

DEFINITION TV, AIRBUS, MERGER CONTROLS, PUBLIC PROCUREMENT AND
NISSAN. THEY HAD AGREED THAT THERE SHOULD BE A COMMUNITY DISCUSSION
OF JAPANESE INVESTMENT: THE FRENCH GOVERNMENT WAS KEEN TO AVOID
COMPETITION IN THIS AREA BETWEEN EC MEMBERS. LORD YOUNG SAID THAT
NISSAN (UK) WAS WELL ABOVE THE 60 PER CENT REQUIREMENTS FOR EFTA
COUNTRIES FOR PERCENTAGE OF LOCAL MANUFACTURE AND ASKED FOR
CLARIFICATION OF M ROCARD'S RECENT LETTER TO THE PRIME MINISTER: IT
WAS NOT CLEAR TO THE BRITISH SIDE WHETHER, IN THE FRENCH VIEW,
NISSAN (UK) PRODUCTS WERE INCLUDED IN THE QUOTA FOR NISSAN CARS
IMPORTED INTO FRANCE OR NOT.

GENERAL
15. THE ATMOSPHERE THROUGHOUT WAS CORDIAL AND THE RATHER TEPID
QUESTIONING AT THE PRESS CONFERENCE REFLECTED THE DIFFICULTY OF
FINDING POINTS OF SERIOUS DISAGREEMENT.
I BELIEVE THAT THE PRIME MINISTER FOUND PRESIDENT MITTERRAND IN GOOD
FORM ON THE MAIN INTERNATIONAL ISSUES WHICH THEY DISCUSSED AND THAT
THE PARTICIPANTS ON BOTH SIDES FELT THAT THE DISCUSSIONS AT THIS
SHORT MEETING HAD BEEN WELL WORTHWHILE. THE FRENCH PRIME MINISTER,
WHO WAS PRESENT FOR THE LUNCH, WAS CLEARLY HAPPY TO HAVE HAD A
FURTHER CONTACT WITH MRS THATCHER AND ACCEPTED THE CONTINUING
DISAGREEMENT ON HIS ENVIRONMENTAL INITIATIVE WITHOUT RANCOUR.
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2 MARSHAM STREET
LONDON SWIP 3EB
01-276 3000

My ref:

Your ref :

J S Wall Esq

Foreign and Commonwealth Office
Downing Street

LONDON

SWl ‘27 February 1989

Do Steplran,

ANGLO-FRENCH SUMMIT: 27 FEBRUARY

-

W/ A X ) [

Thank you for sending me a copy of your letter of 13 February to
Alex Allen. %

It is the Secretary of State’s view that this is not an opportune
time for him or Lord Caithness to be formally proposing bilateral
discussions with the French Environment Minister, Lalonde. We would
expect in the normal way to ask him over for discussions in late May
or June on prospects for the French EC Presidency and, if necessary,
the G7 Summit. But for the moment the Secretary of State would
prefer to see the dust settle over the Rocard initiative before
taking this forward in any structured way. Lord Caithness will
however be seeing Lalonde on several occasions: at Environment
Councils on 2 March, 8 May and 8 June and he will also have the

opportunity of informal discussions when Lalonde attends our CFC
Conference on 5-7 March.

I am copying this letter to Alex Allen (Treasury), Tom Jeffrey and
Peter Wardle (DES), Clive Norris (Department of Employment), Eleanor
Goodison (OAL); and for information to Brian Hawtin (MOD), Philip
Mawer (Home Office), Neil Thornton (DTI), Shirely Stagg (MAFF) and
Charles Powell (No 10).

\//O‘Lufw y
@g JG (j\,/&,k/'\

DEBORAH LAMB
Private Secretary
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Foreign and Commonwealth Office

London SWI1A 2AH

24 February 1989

~ XU\

Jeon Uaonle,

Anglo/French Summit: Briefs

The Foreign and Commonwealth Office Brief for the
Summit requires minor updating to take account of the fact
that the French, like us, have now activated the human rights
Vienna CSCE mechanism. It would no longer be right to take
them to task for not pressing human rights cases.

I attach a copy of the amended pages of the brief. As
this is a narrow point, we do not propose to circulate an
amendment to all recipients of the brief.

I am copying this letter to Philip Mawer (Home Office),
Brian Hawtin (MOD) and Trevor Woolley (Cabinet Office).

|

(R H T Gozney) /
Private Secretary

C D Powell Esg
10 Downing Street
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OUR OBJECTIVES

GENERAL
- To influence French views and underline importance of
working closely with the UK.

- To demonstrate our commitment to the relationship.

A. EUROPEAN COMMUNITY
- To influence French plans for their EC Presidency,
particularly:
- to maintain momentum on the Hanover/Rhodes single market
priorities;
- to ensure social 1issues focus on measures to bring down
unemployment:;
- to encourage a pragmatic approach to monetary
cooperation, with no leap in the dark.
- To persuade France that the Community will have to give
more on agriculture if the GATT Round is to succeed.
- To press for an end to French discrimination against
imports of UK-built Nissans.
- To agree to maintain the Community’s constructive but

cautious approach to relations with Eastern Europe.

B. EAST/WEST

- To confirm that our analysis of East/West relations 1is
similar and discuss our approach to the different perception
in the FRG.

- To compare notes on approach to Gorbachev in forthcoming

bilaterals.

- CSCE: to welcome the fact that the French have activated

the new human rights mechanism, and to encourage them to

field a strong team at the London Information Forum.

C. SECURITY ISSUES

- To enlist French help with the Germans over SNF

modernisation.
- To underline the importance of a fully agreed Western

conventional arms control proposal being ready for tabling

AF2AAA/2 CONFIDENTIAL
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ARGUMENTS FOR USE

US-Soviet exchanges. Valuable that Gorbachev visiting
London, Bonn and Paris: should hear same message.

- Must not appear to endorse empty Soviet concept of Common
European Home.

- Inevitable that FRG perceptions differ. Geography,
emotion. Should be candid listening friend, but firm on
Western security and unity. German public needs firmer lead
from Bonn.

- Security policy must still be based on something like
worst case.

- Soviet Internal: increasing contrast between Gorbachev’s

success abroad and growing internal problems.

- Economic problems daunting (Government deficit of 100
billion roubles, disappointing harvest, costs of Chernobyl
and Armenia etc).

- Will get worse before improvement.

- Difficult to overestimate task facing Gorbachev. Not
under immediate threat, but cannot go on indefinitely
without economic success/popular support.

- Western Response: help Soviets face up to problems where

we can, eg management training. Do nothing to help postpone
decisions.

- Impossible for West to "rescue" perestroika economically.
Soviet economists estimate short-fall of consumer goods and
services at 90 billion roubles.

- COCOM blunt instrument, but necessary. Work to focus its
efforts but resist pressure (eg from FRG) to relax controls.
- CSCE: progress at Vienna. Long way to go. Good that both

France (over Czechoslovakia) and Britain (over Romania) have

given a strong lead over use of new human rights mechanism.

We must come down hard on backsliders. Important to have
tested mechanism fully by (May) Paris Human Dimension
meeting.

- Important to have tested mechanism by (May) Paris Human
Dimension meeting.

- London Information Forum preparations on course. Hope for
strong French team. Independent media figures for frank,

spontaneous debate.
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Solidarity agreed subject to latter’s support for official
policies.

- CSCE: Human Rights Mechanism: In the past France has been less

disposed than others to take up specific cases and issues.

However they have recently used the new CSCE human rights
mechanism (over Havel, the jailed Czech dissident). Britain has
similarly activated the mechanism over Romania. The new mechanism
agreed at Vienna needs to be activated by as many partners as
possible before the Paris meeting on the "human dimension" in June

1989. It allows specific cases to be tackled.

C. ARMS CONTROL

- Nuclear: French Ministers suggested publicly (1988) that LANCE
modernisation be postponed pending developments in conventional
arms reduction talks. When the Prime Minister met President
Mitterrand on 30 November, he assured her that he would not be an
obstacle to a 1989 decision to modernise LANCE.

- The French are as opposed as we to NATO/Warsaw Pact negotiations
on short range nuclear forces: they fear involvement of French SNF
systems. But danger is: if French believe that they face a choice
between LANCE modernisation with SNF negotiations or no
modernisation at all, they may prefer to put off a modernisation
decision.

- Conventional: securing Alliance agreement on European zones for

conventional arms control purposes has created major difficulties:
French, for bloc to bloc reasons, have opposed treating Europe as
a single entity with a common ceiling between East and West.
Germans have resisted any focus on the central front because it
"singularises" them; flank countries, in particular Turkey, have
been fearful of arrangements that might isolate them. The Western
Proposal, which all bar Turkey now support, gives priority to the
measures applying to the whole zone and emphasises Alliance
solidarity. But one of provisions is for a regime applied to an
extended central zone (from which Turkey, Greece, Norway and
Iceland would be excluded on the NATO side). The

Turks fear that this extended '"central zone" represents the

WEU (even though it includes Denmark), from which they feel

excluded. Their preferred alternative (based on NATO’s

AF2AAD/4 CONFIDENTIAL
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10 DOWNING STREET

From the Private Secretary 27 February 1989

o g, SR

LYONNAISE DES EAUX

I think you are seeing M. Monod, Chairman and Chief Executive
Officer of Lyonnaise des Eaux, some time in March. The Prime
Minister talked to him at some length after dinner at the Embassy
in Paris on 26 February and formed a very favourable impression of
him. As you know his company has been involved in buying up or
participating in a number of water companies in the UK.

M. Monod gave us to understand that he was interested in
taking a share in the provision of water services in Hong Kong.
The Prime Minister commented, that with the approach of 1997,
the more that such facilities were in private hands, the more
difficult it would be for the Chinese to reverse or interfere
with established arrangements. She told M. Monod that she would
mention to you that they had spoken. She hoped that you will
arrange for him to meet those concerned with water supplies in
Hong Kong.

Ay

Qs pow?ll

T

L4

Sir David Wilson, KCMG.
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JEROME MONOD

CHAIRMAN AND
CHIEF EXECUTIVE OFFICER

TEL. : (1) 40 75 72 05
(1) a0 75 7210

lyonnaise des eaux

52, RUE DE LISBONNE TELEX : OLION 643 407
75008 PARIS, FRANCE FAX : (1) 45 62 42 70




chex.rm/jmt1/53 RESTRICTED

Treasury Chambers, Parliament Street, SWIP 3
01-270 3000

23 February 1989

C D Powell Esq

10 Downing Street
LONDON

SW1

2 / " -
i)%’v," Uharlys

ANGLO-FRENCH SUMMIT 27 FEBRUARY: ECONOMIC AND
CO-OPERATION L S

—

MONETARY

I attach a brief on economic and monetary co-operation for the
Prime Minister's use at the Anglo-French Summit on 27 February. I
am also copying it to Stephen Wall (Foreign and Commonwealth
Office) and Roger Lavelle (Cabinet Office).

/
/[ ‘;”M '7 ,’)]’V\ u»“’v {/k

; ;\f In t~’[é;£§;!< . Q

J M G TAYLOR
Private Secretary
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ANGLO-FRENCH SUMMIT: 27 FEBRUARY
ECONOMIC AND MONETARY COOPERATION

Our Objectives

To make clear to the French why the UK favours a
pragmatic approach to economic and monetary cooperation
and the handling of the Delors Committee report.

To emphasise the political difficulties of Treaty

amendment.

To sound out the personal position of President
Mitterrand, and to impress on him the political
difficulties inherent in proposals emerging from the

Delors Committee.

French Objectives

To press the case for firm commitments to progress
towards EMU, and need for early institutional change.

To sound out the UK position, and, perhaps, to urge
early UK membership of the ERM.

Our Arquments

Important that Delors Committee's Report makes clear
that full EMU would require massive shifts of economic
and political sovereignty from member states.

Such a shift would require fundamental amendment to the

Treaty, going beyond the competence of members of the

Committee who are monetary experts. Heads of State and
Government should draw the constitutional conclusions
from the Report - Central Bank Governors should not make

such recommendations.
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Report should focus on practical steps within existing
Treaty to be taken in immediate future, rather than
long-term objective of EMU which is premature and not
necessary for the Single Market.

UK could support practical early measures which do not
require Treaty amendment including:-

monetary cooperation

reserve diversification and use of
Community currencies in intervention.
(The French are favourably disposed.)

private ecu: removal of national
impediments to wuse of private ecu;
government borrowing denominated and
payable in ecu (our ecu Treasury Bill
programme points the way); and increased
use of ecu in reserve holdings and
intervention. (French have announced
plans to launch medium to long-term bond
denominated in ecu.)

we support continued and strengthened
monitoring and coordination of monetary
policy.

ii. abolition of exchange controls. An important
step to which all member states are now committed.
Implementation of this commitment is necessary for

the Single Market and must be a priority. (France
still has some controls to remove. The French, in
particular, are concerned that dismantling exchange
controls will lead to widespread tax evasion and
against that background, the Commission has issued
draft proposals for a Community withholding tax.
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The French attach considerable importance to this
. issue, but have said that they will not go back on
their commitment to remove exchange controls.);

iii. fiscal policy. A further precondition for the
successful economic development of the Community is
the gradual elimination of budget deficits, and
meanwhile their financing in a non-monetary way.

Procedure When Committee has reported, its work will be
complete. It would be a mistake for Madrid Council to
refer work back to it. Should remit further work to
ECOFIN, with Central Bank Governors present as

appropriate.

Our Response To Their Arquments

[If French argue for Treaty change] No. Implies
readiness to accept massive shifts of economic and

political sovereignty from member states. Major and

wasteful diversion of effort from important task of
completing Single Market. Only recently changed Treaty
to deal with the jobs that need doing now. Absurd to
propose further Treaty amendment so soon. UK Parliament
will not give a blank cheque - ie enabling powers to be
exercised at some undetermined future date.

[If French raise spectre of "two tier Europe"] Deplore
such divisive talk. Could only weaken Europe.

[If European Central Bank raised] No secret that we
believe study of this issue is premature to say the
least.

[If suggested sterling should withdraw from the ecu as a
non-participant in the ERM] In no one's interest to
propose a change which would have far-reaching market

implications.
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French Views

The French remain the keenest advocates of rapid progress towards
EMU. In private, they stress their pragmatism. But they have
made clear that they have no reservations about possible
institutional developments or Treaty change.

Mitterrand - not closely involved in recent discussions, but
determined that the French Presidency - which will follow the
Madrid Council - should mark a step forward in European
construction, and sees monetary co-operation as a key area. He
wants to see the Community pull together rather than apart, and
realises the importance of working closely with the UK in
achieving this. But - if only for tactical reasons - he is not

above floating, or allowing others to float, suggestions of a
two-tier Europe.

Prime Minister Rocard - out of an apparent concern to gain German

support, has declared himself willing to contemplate an autonomous
European Central Bank.

Finance Minister Beregovoy - the Tresor has been focusing on
pragmatic measures (eg strengthening the EMS, including UK
participation in the ERM, and greater use of Community currencies

in intervention) as a way of promoting symmetry in obligations
under the ERM.

De Larosiere, Governor of the Banque de France - appears to favour
monetary union as locomotive for securing economic union.
Advocated institutional step of creating European Reserve Fund to
pool reserves, intervene on behalf of member states and play a
role in monetary policy coordination - the Fund would be a first
stage leading eventually towards a full European Central Bank.
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Background

The Governor's tactics in the Delors Committee were discussed at
your meeting of 15 February. You will clearly not wish to
foreshadow exactly how the Governor will play this in the Delors

Committee.
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PRIME MINISTER

ANGLO-FRENCH SUMMIT

You attend the Anglo-French Summit in Paris next Monday. It

is a brisk affair:

a meeting with President Mitterrand from 1030-1200

a plenary from 1215 to 1300

e

lunch at the Elysée from 1300-1500

——— .

press conference from 1515-1545

——— e

depart for London at 1600

e

Broad Themes

There are no really dominant issues for this Summit, and

—

anyway Mitterrand tends to prefefﬁ}ather general philosophical

discussion. Some themes which you might pursue are:

- his assessment of Gorbachev's prospects:

the conclusions which he draws for Western strategy and

for the particular position of the UK and France as

——

nuclear powers:

—————————————
what he expects from the new US Administration (he will
just have met President Bush in Tokyo):

—

his view of trends in Germany and the political prospects

—— ad e ——————,

there:

his vision of the way which the European Community should

develop over the next few years, in particular during the

French Presidency:

CONFIDENTIAL
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- the likelihood of a developing confrontation between the

West and Islam stemming from the Rushdie affair.

R

| — —— y, TR
In addition there are quite a lot of detailed issues to

discuss. I suggest that you take them under the following

broad headings.

-

East/West and Defence

The main immediate point here is to keep the French as close

to us as possible on SNF modernisation. They are sounder on

— - :
the '"no arms control' aspect than on modernisation. But
Mitterrand told you at Mont St. Michel that he would not be an

pbstacle to a decision to modernise. This could lead on to

quite an interesting discussion on how Mitterrand sees Germany

at present. How does he rate Kohl's prospects? How does one

e —
steady German opinion? Does he fear a drift to neutralism

under the potent influence of Gorbachev?

You should also take the opportunity to mention the importance

of not alienating Turkey, either in the NATO proposal for

Conventional Force Reductions or in our response to Turkey's

—

application for EC membership. But the French are likely to

-—

be less sympathetic than the Germans.

—

Gorbachev will visit Paris in early July. You should

encourage Mitterrand to challenge him about Soviet dissembling
———— e —
-

on chemical weapons.

The French want to play a major role in Eastern Europe and

Mitterrand is visiting all East European countries except
Rumania. The purpose is not clear. But he may have in mind

some sort of EC initiative on Eastern Europe during the French

Presidency. You might discuss in a philosophical sort of way

the ideas on Eastern Europe with which the Americans are

toying.
st &

The subject of our bilateral defence cooperation also needs

discussion. The French claim to be disappointed about lack of

CONFIDENTIAL
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progress on the nuclear side and our decision not to order
their ASMP. On the conventional side, we have suggested to

the French that they participate in Exercise Lionheart 92 (a

BAOR not a NATO exercise) and await a response. Since they
— R
took part in Exercise Cheeky Sparrow with the Germans, there

is surely no reason not to take part in one with us.

European Community

You will want to find out how Mitterrand sees the French

Presidency in the second half of this year and what he expects

to achieve. Obviously we want them to press on with the

Single Market. They will want to concentrate on the Social

Dimension. That is all right provided it is agreed that
measures like worker participation are optional. We do not

want to add unnecessarily to industry's costs.

You will want to explain the practical disadvantages of an EC

withholding tax, as well as our objections of principle. You

can welcome the more flexible French approach on VAT

approximation, while explaining our unwillingness to see the

Community set VAT rates. You will need to go through the

arguments on the Delors Committee, in the hope of getting

Mitterrand to set realistic objectives for the European

Council in Paris in December. You can quote the views of Herr

Poehl and his colleagues. But Mitterrand has shown scant

understanding of this issue in the past and sees it purely in

—

political terms.
—'7’—"—"""____:____—-——"

On the external side the main point is the need to make a

success of the GATT round. There are welcome signs of

American flexibility on agriculture, but the EC will have to

move too.

Finally you will want to encourage Mitterrand to give

prominence to action against fraud during the French

Presidency.
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Regional Problems

It would be useful to compare notes on the Middle East. You

will want to thank him for France's support over Rushdie. On
Arab/Israel, you have seen Arens and Shamir has just been to
Rﬁfis' It would be interestfﬁa_zo know what impression
Migzérrand formed of Israeli intentions. We share an interest
in avoiding an exclusively US/Soviet framework for

negotiations.

You might try to draw him out on Cambodia, although the French
take a rather exclusive view of this and want to keep the
reins of an international conference firmly in their own
hands. Recent developments - contacts between China and the
Soviet Union and between Cambodia and its neighbours, and

developments within the Khmer Rouge - have been moderately

encouraging. You will want to suggest discussions among the

e —
Five in New York, in parallel not in competition with French

efforts.

If there is time you might touch on South Africa and explain

your attitude to Ministerial contacts.

Economic Summit

You will want to make clear that you do not see this just as

forum for French ideas on debt. On this, you will not be

party to transferring the risk from the private sector to the

taxpayer. The main task of the Summit will be to reaffirm

sound economic and monetary policies and try again for some

reduction in the structural surpluses of Germany and Japan.

You also envisage a good discussion on the environment,

concentrating on the economics of environmental change and

protection, and the need for practical steps. This will be an

opportunity to explain direct to Mitterrand why you are not

—

attending the Hague meeting. You will also want to ask about
the thinking behind his latest letter about transparency of

international financial transactions.
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Bilateral Issues

There are several themes which you ought to raise here.

The first is Nissan on which you will want to continue to

press hard. It is a question of principle and must be

resolved. T

The second is the Channel Tunnel, which the media will expect

you to discuss. After recent management changes, things are
amioo b

going better. You can note progress with satisfaction.

Thirdly, you could mention drugs. Until very recently the

French have been reluctant to discuss a bilateral agreement,

preferring a multilateral approach. But they have just agreed

to open negotiations. To be welcomed.

-

Fourthly, he may raise French concerns over our statements on )

listeria in soft cheese.

A fuller brief is in the folder.

(C. D. POWELL)
23 February 1989
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THIS DOCUMENT IS THE PROPERTY OF
HER BRITANNIC MAJESTY’S GOVERNMENT
22 February 1989 Copy No
ANGLO-FRENCH SUMMIT: 27 FEBRUARY 1989

BRIEF
by the Foreign and Commonwealth Office

INTRODUCTION
This brief is designed to serve the Prime Minister’s

bilateral with President Mitterrand. Prime Minister Rocard

will join for the Plenary and the lunch.
The following are attached to the Brief:

Annex A Programme

Annex B Personality Notes on French Ministers

participating

Annex C Possible press points
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OUR OBJECTIVES

GENERAL
- To influence French views and underline importance of
working closely with the UK.

- To demonstrate our commitment to the relationship.

A. EUROPEAN COMMUNITY
- To influence French plans for their EC Presidency,
particularly:
- to maintain momentum on the Hanover/Rhodes single market
priorities;
- to ensure social issues focus on measures to bring down
unemployment;
- to encourage a pragmatic approach to monetary
cooperation, with no leap in the dark.
- To persuade France that the Community will have to give
more on agriculture if the GATT Round is to succeed.

- To press for an end to French discrimination a&éinst
imports of UK-built Nissans.

- To agree to maintain the Community’s constructive but
cautious approach to relations with Eastern Europe.

B. EAST/WEST

- To confirm that our analysis of East/West relations is
similar and discuss our approach to the different perception
in the FRG.

- To compare notes on approach to Gorbachev in forthcoming

bilaterals.
- CSCE: to urge the French to join others in activating the
new human rights review mechanism, and to field a strong

team at the London Information Forum.

C. SECURITY ISSUES

- To enlist French help with the Germans over SNF /
modernisation.
- Fo—uniderline the importance of a fully agreed Western

conventional arms control proposal being ready for tabling
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OUR OBJECTIVES

when negotiations open in March.

D. DEFENCE COOPERATION
- To maintain momentum of bilateral cooperation.

E. OTHER INTERNATIONAL ISSUES
- World Economy: To register our view that the Paris

Economic Summit should discuss a broad range of world

economic issues (not just debt/LDCs).
. \——
- Environment: Ozone Layer: to secure French acceptance of
our proposal that March Environment Council agree an 85%
reduction in CFCs by 2000.
Rocard initiative: [to follow] ‘

- Terrorism: to keep the French firm over Libya and to thank

for continuing cooperation on Irish terrorism.
- Drugs: to encourage conclusion of an agreement on drug

traffickers’ assets.
- Arab/Israel: to compare notes on ways of promoting peace

process.
- Southern Africa: to caution against further restrictive

measures and to press for unity amongst the UNSC Five on
Angola/Namibia.
- Libya: to support French over prevention of supply of 3D

g———

radar.
e

F. BILATERAL
- Youth Exchanges: to note agreement.
- Channel Tunnel: To confirm that recent difficulties are

under control and do not require Government intervention.

- To put down a marker for the next Summit.
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FRENCH OBJECTIVES

GENERAL

- (For Mitterrand) to demonstrate personal involvement in
promoting French interests with a key partner.

- To show théfdgﬂgiAnglo—Frenéh relationship matches the
Anglo-German one.

A. EUROPEAN COMMUNITY
- To explore extent of UK flexibility on French Presidency

e e O oo Bt o o

priorities (including electricity). L e

- To urge agreement on EC-wide tax on savings.

- To ‘avoid early moves‘B;_gaziaﬁigﬁ;é75fnaﬁﬁﬁ§é in the CAP’s
basic structure.

- (Possibly) To pave the way for a political initiative on

EC/Eastern Europe relations during the French Presidency.

B. EAST/WEST RELATIONS
- To compare notes in the light of the new US
Administration.

C. SECURITY ISSUES

- SNF: to seek confirmation that UK does not favour arms
control negotiations.

- To air the difficulties of re-opening the NATO

conventional arms control position at this stage.

D. DEFENCE COOPERATION

- To urge the UK not to let nuclear defence cooperation

stagnate.

-\Eirgaﬁbort moves for wider bilateral defence cooperation
generally (but possibly resist our invitation to participate
in Exercise Lionheart).

- (possibly) To promote Rocard’s proposal for a WEU research

institute.

E. OTHER INTERNATIONAL ISSUES
- East/West: to compare notes.
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FRENCH OBJECTIVES

- World Economy: to concentrate Economic Summit discussion

on debt, development and environmental issues.

- To secure UK support for a global scheme for middle-income
country debt relief.

- To secure support for Mitterrand’s proposal for action to
curb abuse of international money transfers.

- (Possibly) To seek UK financial support for Francophone
countries in return for French contribution ($10 million)
for Nigeria.

- Environment: to plug the Rocard initiative.

- Terrorism: to avoid commitment over Libya.

- Drugs: (possibly) to argue that multilateral agreements
are more important than bilateral ones.

- Arab/Israel: to retain freedom of policy movement and to
win support for their preparatory conference proposal.

- Southern Africa: (possibly) to argue case for further

restrictive measures.

F. BILATERAL

- Youth Exchanges: to confirm agreement.

- Channel Tunnel: to ensure HMG keeps an eye on problems.
- Carriers Liability Act: to persuade UK to waive fines.

- Cheese: to remonstrate over HMG’s action.
Bicentenary of French Revolution: to secure Prime

Minister’s participation on 13/14 July.

AF2AAA/5 CONFIDENTIAL
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ARGUMENTS FOR USE

A. EUROPEAN COMMUNITY

- Single Market: must press ahead with Hanover/Rhodes

priorities - banking and financial services, public
contracts, standards and intellectual property and
transport.

- Hope French Presidency will take this forward, especially
Second Banking Directive, Investment Services Directive,
Public Procurement and Transport (road haulage, shipping and
the next stage of civil aviation liberalisation).

- Social issues: recognise that you will want progress but

must concentrate on unemployment and improving labour market

flexibility, eg by training, increasing labour mobility,
helping long-term unemployed.

- Also work to be done on Health and Safety at work.

- EC-wide withholding tax on savings could damage EC. Drive

 —

investment out. Difficulty of principle for us.

’/—70 3 . . 3 .
- Indirect tax approximation: welcome signs that Commission

more flexible.

- Understand your officials have produced alternative ideas
which show clearing house unnecessary and how fiscal
frontier formalities could be eliminated. Strongly agree:
close to ideas we are working on too. Should find way
forward on these alternative lines.

- Zero rating in UK a sensitive political issue. Have given
clear pledges. No trade distortion.

- GATT Uruguay Round: both want successful GATT Round. Best

defence against protectionism. Much to gain - eg services,
intellectual property.

- But agriculture remains the key. Without progress Round
as a whole will fail.

- US is clearly moving from utopian position on total
elimination of agricultural support. EC must now show
flexibility on short term.

- Can claim credit for recent CAP reforms. Price freeze
proposals welcome. But Community will have to go
substantially further to avoid GATT isolation.
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ARGUMENTS FOR USE

- Frontiers: detect less absolutist approach in EC. Want

to ease circulation of legally traded goods and bona fide
travellers. Abolish all non-essential checks.

- But must reinforce cooperation against terrorism,
international crime etc. Cannot give up water’s edge checks
without adequate alternative safeguards.

- Nissan: grateful for your assurances at Mont St Michel.

- Commission has stated clearly UK-built Nissans must be
treated as EC-built cars.

- Can you give reassurance that they will not be counted

against your quota for Japanese built cars?

- Otherwise weakens commercial incentive for distributor to
buy UK-built cars. Amounts to restriction on free

| circulation of British exports within Community. &

- EC/Eastern Europe: constructive but cautious approach
proving its worth. Differentiate carefully between
countries, ensure agreements based on mutual advantage - and

reflect reforms already achieved, not just promised. Leave
Romania out.

- Negotiations with Russians bound to be lengthy.
Impatience will compromise our position. They are
demandeur.

- Fraud: recent useful work by Court of Auditors and
European Parliament shows need for determined action by

Commission and member states.

B. EAST/WEST RELATIONS

- East-West relations at their best for many years. Result
of Soviet new thinking and strongly held Western line.

- Each Soviet step is vindication of our long-standing
peclicies. No case for major change. Remain ready to adapt
as Soviet reforms continue.

- No call for dramatic gestures in response to Gorbachev
moves. Important to explain why Russians can make such
eye-catching announcements (military superiority, no public
opinion worries) and reasons for our defence and security
policies.

- New US administration bound to take time to resume pace of
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US-Soviet exchanges. Valuable that Gorbachev visiting
London, Bonn and Paris: should hear same message.

- Must not appear to endorse empty Soviet concept of Common
European Home.

- Inevitable that FRG perceptions differ. Geography,
emotion. Should be candid listening friend, but firm on
Western security and unity. German public needs firmer lead
from Bonn.

- Security policy must still be based on something like
worst case.

- Soviet Internal: increasing contrast between Gorbachev’s

success abroad and growing internal problems.

- Economic problems daunting (Government deficit of 100
billion roubles, disappointing harvest, costs of Chernobyl
and Armenia etc).

- Will get worse before improvement.

- Difficult to overestimate task facing Gorbachev. Not

under immediate threat, but cannot go on indefinitely

without economic success/popular support.

- Western Response: help Soviets face up to problems where

we can, eg management training. Do nothing to help postpone
decisions.

- Impassible for West to "rescue" perestroika economically.

Soviet economists estlmate\;ES;E:fEII‘Uf“consumer”@ﬁOdé'énd

services at 90 bllllon roubles.

- COCOM blunt instrument, but necessary. Work to focus its
efforts but resist pressure (eg from FRG) to relax
controls.

- CSCE: progress at Vlenna Long way to go. Must use

agreed Human Dlmen51on mechanlsm to come down hard on

backsliders.

- Important to have tested mechanism by (May) Paris Human
Dimension meeting.

- London Information Forum preparations on course. Hope for
strong French team. Independent media figures for frank,
spontaneous debate.
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e SECURITY ISSUES
- Grateful for Mont St Michel assurance that France will not

impede decision on FOTL.

- Without decision on modernisation this year, risk
defensive gap in mid 1990s; send wrong signals about our
resolve. Decision no easier if postponed.

- Believe Kohl basically agrees. But faces considerable
coalition/public opinion problems. Urged him to give firm
» lead.

- Must steer FRG off SNF arms control. Obvious risk of
Soviet pressure for third zero: slippery slope to
de-nuclearisation. Hope you will do all possible to
persuade Kohl of dangers.

- Best scheme: challenge Soviets to reduce nuclear weapons
unilaterally, in line with the substantial reductions in
NATO stockpile made possible by modernisation.

- Conventional arms proposal good as stands. Need to take
account of Turkish concerns without altering proposals’
basic structure. Essential agreed proposal ready by

6 March.
- CW: congratulations on Paris conference. Consensus on

final declaration helpful; would have liked stronger
treatment of proliferation problem.

- Shevardnadze statement commits Russians only to begin
destruction of CW stocks this year. Small step, but he also

repeated earlier claims we believe false.

D. DEFENCE COOPERATION

- My 1988 proposal (more joint maritime activity:
reinforcement route exercising through France; French
exercising in Northern Germany) intended to build on
existing strengths and geographical factors.

- Must maintain momentum. Defence staffs looking at
exercise on lines of communication through France, and
French participation in exercise Lionheart 92 in Germany.
Both valuable. Lionheart participation confirmed soon?
- Value relationship in defence procurement: reciprocal

purchasing initiative going well; shared interest in more
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open European arms market.

E. OTHER INTERNATIONAL ISSUES

- World Economy: Economic Summit must address all items on

economic agenda current in July.

- Environment: Ozone Layer: now top of environmental agenda.

EC should act, send message to rest of world..
- Rocard initiative: [to follow]

- Terrorism: Qadhafi still supports terrorism. Arms for
PIRA, Abu Nidhal and other terrorist groups. We should not
become demandeurs/set conditions. Just keep'up firm
pressure.

- Drugs: bilateral agreements essential to deal with
specific differences in legal systems. Complementary to
multilateral initiatives. Faster to conclude.

- Arab/Israel: Palestinian move towards moderation an

important opportunity. EC troika visits worthwhile but EC
efforts need focussing, eg encourage Israel towards
negotiation and urge restraint on PLO. Must complement
central US role. Favour further informal consultations
amongst Five.

- Arens visit: no sign new Israeli thinking. Some risk that
US might buy Shamir’s preference for "superpower umbrella"
for international conference, rather than Five’s
involvement. Not good: cut us both out and deliver Arabs to
Russians. Informal discussions in New York one way of
heading this off.

- Shamir Paris visit (21-24 February)?
- Southern Africa: political uncértainty: P W Botha

reluctant to relinquish power completely. De Klerk calm,

pragmatic but concerned by right-wing challenge in Transvaal
home base.

- Election timing uncertain. Meanwhile cannot expect much
progress on reform.

- Angola/Namibia: recent agreements vindicate policy of

engagement. Namibia’s future will have crucial bearing on
future of South Africa.

- Should build on success by encouraging internal Angolan
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peace process.
- Libya: Agree important to deny high-tech systems to Libya.
Ideas for approach to potential suppliers?

F. BILATERAL
- Channel Tunnel: recent changes at Eurotunnel and Trans

Manche Link, and agreement with the banks, augur well.
- Tunnelling at UK end now proceeding apace. Perhaps
complete our part of service tunnel ahead of schedule.

- Youth Exchanges: welcome agreement to increase exchanges.

For press conference?

- Welcome forthcoming Educational Exchange Colloquium:

should yield practical benefits. .
- Summit: next in about a year: let us clear dates early.

UK to host.
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A. EUROPEAN COMMUNITY
- Banking reciprocity clause: oppose Commission proposals.

Must handle carefully, not antagonise trading partners.
Better to work for multilateral liberalisation.

- European Company Statute: no evidence that business sees

need for ECS. Complex legislation. Not priority.
- Audio-Visual: exciting technology for future.

Government’s role to set right framework eg standards.

Eureka collaborative research effort needs to be followed by
competitive production to encourage market to develop.

- European programme production: audiovisual Eureka should

stick to technology model: wider than EC and industry-led.
No case for quotas. Lively industry in UK without
protection.

- Energy: Support need to complete Energy market. Must be
though liberalisation not central interference. Support
common carriage principle.

- GATT Agriculture: US intransigence on agriculture was main
problem at MTM in Montreal. But had US been less utopian,
EC would have been isolated.

- US already showing evidence of less rigidity. Must honour
commitments to sustained reductions in agricultural support,
which means further response.

- Nissan [If argued that no obstacles to distribution of
UK-built Nissans]:

- Requirement that they be counted against Japanese quota

has been confirmed to us (by M Fauroux). Thus a problem.

- [If it is argued that cars must have local content of
80%]: EFTA-built cars need local content of 60% to circulate
freely in Community. Cannot expect higher proportion from

EC-built cars. Commission will back us. In any case, local
content already over 70%.

- [If argued that problem is temporary because content will
soon reach 80%] 80% not due to be reached until first half
of 1991. Problems anyway recur with each new model as 60%
transitional period will also apply to them. Que;EIBE“EE““
principle: must resolve once and for all.

- EC/Eastern Europe: do what we can to encourage Gorbachev,
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but EC cannot substantially affect pace of reform process
eg by economic concessions. Will be determined by internal

factors. Measured, patient EC approach.

B. EAST/WEST RELATIONS
- Soviet changes not irreversible. And still far to go
before we can treat USSR as "normal" member of international

community.
- Respect for human rights must be institutionalised.

- Public presentation of our policy must keep sight of
problem areas, as well as welcoming new developments.
Public opinion in West susceptible to "charm offensive".
Responsible lead from Western leaders needed, especially in
FRG.

- Poland: welcome progress at Polish Round Table: but many
pitfalls remain. Would be sympathetic to any call for debt
rescheduling but firm that political conciliation
insufficient grounds for further economic help: insist on
IMF Standby Arrangement before considering debt

rescheduling/new credits.

C. SECURITY ISSUES
- LANCE essential part of NATO’s requirement for flexible

response strategy. Unmaintanable after 1995. Need
congressional funds now for of FOTL: requires NATO decision
this year. Must settle now, stop disagreement festering in
NATO.

- Understand sensitivity in FRG, especially with 1990
Federal Elections. But NATO cannot maintain defences if
governments shirk difficult decisions.

- Conventional: agree we must try to get Turks to join other
15 Allies on basis of existing proposal. Perhaps table
proposal without providing details about sub-zonal

arrangements.

D. DEFENCE COOPERATION
- Lionheart: [Germans against?] Have told us they would

welcome French participation.
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- Greater nuclear collaboration? Greatly value exchanges

over last 2 years, eg on:

- strategic nuclear targetting philosophy

- Soviet air and anti-ballistic missile defences

- requirements for tactical air-to-surface missile

- nuclear security etc etc
- Some scope for cooperation in other areas, eg water space
management for ballistic nuclear submarines (Defence
Secretary will elaborate). But limits imposed by eg
assignment of forces to NATO etc.
- Regret cooperation on French tactical air-to-surface
missile (ASMP) not possible; does not meet our range
requirements, and no variant likely to do so. But happy to
continue exchanges on design concepts in this field.
- WEU: [Research Institute?]: no need: colocated WEU in

Brussels remains best solution.

E. OTHER INTERNATIONAL ISSUES
- US Administration: good start. Experienced team.

Attaches importance to Allies (consult, not notify).

- World Economy: Onus on G7 to maintain world economic

growth and fight inflation; Summit should address trade,
external positions and issues, such as currency markets,
current account imbalances and structural policies. Give
impetus to Uruguay Round: agriculture a key issue.

- Debt policy under review within G7. Expect progress at
IMF and World Bank Spring meetings; against schemes which
simply transfer risk from private to public sector; SDR
allocation difficult to justify on global liquidity grounds
and possibly inflationary. Danger of shift from
reform/conditionality together with finance to finance only.
- Help for Francophone countries. Their position different

to Nigeria’s. Much richer and seem less prepared to take
necessary structural adjustment measures. Playing our part
in Paris Club.

- Welcome proposal for Summit discussion of ways of fighting

laundering of drug traffickers’ assets. In line with
conclusions of Toronto political declaration.
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- (If necessary) But against widening scope of proposal to
include monitoring or controls by governments of all
international financial flows. Central banks (through Basle
machinery) have already drawn the attention of their banks
and financial institutions to their agreed Statement of
Principles on the prevention of the criminal use of the
banking system.

- Environment: Ozone Layer: clear scientific evidence
already exists that Montreal Protocol provisions

insufficient to.save ozone layer. Action in March

Environment Council last chance to send message to 2-5 May
Helsinki Meeting on Montreal Protocol.

Rocard Initiative: [to follow]
- Terrorism: experience shows only sustained pressure works
on Qadhafi. Talked to him in 1985: catalogue of horrors

since.

- Drugs: UK supports multilateral agreement but Council of
Europe Convention unlikely to be completed soon. Bilateral
approach quicker.

- Arab/Israel: not convinced formal preparatory conference
would help. Simply anticipate problems at Conference
itself. What form could it take?

- Southern Africa: not the time to discuss further measures:

Namibia elections on 1 November: must not provoke South
African deviation from UN plan.

- With current uncertainties, time not right for fresh
initiatives. Could drive whites into laager.

- Difficulty with New York activity on Cambodia:
complementary to French efforts at reconciling Cambodian

factions under Sihanouk. Discussion between Five would not

prejudge form of international involvement in the
settlement. French readiness to host conference is

constructive.
- Rushdie: many thanks for your robust support.

F. BILATERAL
- Channel Tunnel: (Immigration controls on board trains):

looking closely at the arguments.
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- (Rail routes through Kent) Understand the need for new
track: public consultation now proceeding.
- Carriers Liability Act: considering French approach. Will

respond as soon as possible, but not likely to be
favourable.

- Cheese: (listeria) acting only on scientific evidence
(which French now have; no ban on sale/imports of soft
cheese.

- (Unpasteurised milk/milk products) UK public consultation
will also give member States opportunity to submit views.

- Bicentenary: have accepted 13-14 July in principle. But
morning and afternoon 13 July difficult (Cabinet and

Parliamentary Questions). Programme plans?
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A. EUROPEAN COMMUNITY
- Social Issues: French Presidency likely to make Social

Issues a priority. Mitterrand has taken a lead on this.
Main French concerns appear to be:
- a higher profile for the "social dialogue" between
employees and labour;
- progress on practical measures such as Health and
Safety, training, labour market flexibility (acceptable
in principle):;
- a social charter for workers setting minimum rights (eg
‘to leave, training), model employment contracts and
consultation with the workforce (we have opposed) ;
- progress on the European Company Statute including
provision for worker participation (we have opposed).
- Tax on Savings: the French want an EC-wide withholding tax
on savings because they fear a flight of capital from France
when they liberalise capital movements. Tax could drive
money out of the EC, damaging London and other financial

centres. Commission presented proposal for a 15%
withholding tax to be presented to ECOFIN on 13 February.
- Indirect Tax Approximation: Mme Scrivener (Tax
Commissioner) told Chancellor on 19 January that
Commission’s VAT clearing house proposal would need to be
re-considered, and that Commission need to start afresh on
excise duty harmonisation. She acknowledged importance to

UK and Ireland of VAT zero rates.

- French officials recently circulated proposals for
removing fiscal frontier controls on freight based on
retaining destination system for VAT, and thus making
clearing house mechanism redundant. But French proposals do

not address VAT approximation. French believe some central

approximation necessary to avoid revenue losses through
cross border shopping by individuals. They argue that VAT
rate adjustments will take time. They are thus unlikely to
give priority to indirect tax approximation during their
Presidency. They argue that our market forces approach to
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approximation will result in competitive rate cutting, with
an inverse auction damaging all concerned.

- Frontiers: Debate currently in Paris between ideologues
and realists. The French potentially useful allies on
cooperation against terrorism, moving fiscal checks away
from frontiers etc.

- Audio-visual: French stand to gain from production of
European hardware (HDTV). Thomson of France is a main
participant in themgggy_gggggé\project. UK commercial

interest now low, but we can support project, provided it is

industry-led.
- French want to counteract dominance of Anglophone TV
programmes, by quotas and by cooperating with others in
subsidising the programme-producing industry. They
aﬁEIEiﬁgg;—zggz—;szga7?ﬁﬁﬂ?ﬁfiﬁscat“incentive would be
necessary to weaken the existing strong links between
national broadcasters and national programme makers.
- Rhodes Council noted French idea of an audio-visual
meeting (now likely to take place in September), but did not
endorse their other proposals.
- GATT Uruguay Round: the GATT MTM in December reached
provisional agreement on 11 out of 15 areas. Agriculture,
— ———
textiles, intellectual property and emergency safeguards
remain to be resolved. Without progress on agriculture the
LDCs, in particular, will not allow agreement in remaining
areas to be reached/confirmed. The French are among the
more protectionist EC member states, particularly on
agriculture, though there have been helpful comments since
Montreal from Nallet (Agriculture) and Bérégovoy (Finance).
- Nissan: President Mitterrand assured the Prime Minister on

30 November that the problems encountered by UK-built
Nissans in entering the French market were "over". But the
e ——

—— N A 5 X
French Industry Minister, M Fauroux, confirmed to our Paris
Embassy on 11 January that the cars would be counted against

quota on Japanese imports, as long as local content less
than 80%. Prime Minister wrote to Mitterrand on 30 January

making it clear that she expected him to hold to his
assurances, and that UK-built Nissans should be treated on
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all fours with other Community cars. Made same points to

— e —

Rocard on 8 February: no sign of movement. Commission see

no justification for treatlng UK-built Nissans dlfferently

from other cars manufactured in the Community. On

30 January Sir Leon Brittan and Commissioner Bangemann

indicated that they would be ready to support us if further

_ X : )
Commlssion action were needed. R

- Enerqy: free market for French exports of nuclear
electricity high among French internal market objectives.
FRG and several other Member States maintain local
generating monopolies which prevent cheaper French
electricity being exported directly to their industrial
consumers or local distribution boards. Given the
liberalisation involved in privatisation, we have supported

France out of principle but there is little national

interest involved in what is primarily a Franco-German

squabble.
f .
- EC/Eastern Europe: French support our cautious approach.

But negotiations with USSR likely to begin during French
Presidency: might tempt Mitterrand to push for more
forthcoming line.

B. EAST/WEST

- French analysis on East-West is close to ours. French
concerned about Germans sliding to East. Gorbachev due to
visit Paris in July (dates not yet public); he may also
visit European Parliament in Strasbourg.

- French making a concerted effort to regain their position
in Eastern Europe. Have abandoned differentation between
East Europeans in favour of "encouraging reform wherever
found". Mitterrand visiting all capitals except Bucharest.
In Prague (December) he met dissidents and spoke fggzgfﬁle
on human rights issues. 1In Bulgaria (January) French
secured in advance release of some dissidents. Poland,
Hungary and the GDR are scheduled for later this year,
Rakowski visited Paris privately on 14-16 February: sought
help over debt rescheduling. Dumas to Warsaw in April;

Mitterrand thereafter. Framework for legalisation of
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Solidarity agreed subject to latter’s support for official

policies.
- CSCE: Human Rights Mechanism: France has been less

}Eiiggggd than.EEE§£§_$o take up specific cases and issues.

The new mechanism agreed at Vienna needs to be activated by

as many partners as possible before the Paris meeting on the
"human dimension" in June 1989. It allows specific cases to

be tackled.

C. ARMS CONTROL

- Nuclear: French Ministers suggested publicly (1988) that
LANCE modernisation be postponed pending developments in
conventional arms reduction talks. When the Prime Minister
met President Mitterrand on 30 November, he assured her that
he would not be an obstacle to a 1989 decision to modernise

g
LANCE.
- The French are as opposed as we to NATO/Warsaw Pact

negotiations on short range nuclear forces: they fear

involvement of French SNF systems. But danger is: if French

believe that they~fac a choice between LANCE modernisation
: e e

with SNF negotiations or(no modernisation at all, they may
nisation decision.

ﬁ&%&iﬁ??i?}iﬂ??EETE_h de
- Conventional: securing Alliance agreement on European
zones for conventional arms control purposes has created
major difficulties: French, for bloc to bloc reasons, have

opposed treating Europe as a single entity with a common

ceiling between East and West. Germans have resisted any
focus on the central front because it "singularises" them;
flank countries, in particular Turkey, have been fearful of
arrangements that might isolate them. The Western Proposal,
which all bar Turkey now support, gives priority to the
measures applying to the whole zone and emphasises Alliance

solidarity. But one of provisions is for a regime applied

to an extended central zone (from which Turkey, Greece,

Norway and Iceland would be excluded on the NATO side). The

Turks fear that this extended "central zone" represents the

»

WEU (even though it includes Denmark), from which they feel
excluded. Their preferred alternative (based on NATO’s

SR

S—
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military command structure) is opposed by all other Allies
on both military and political grounds. We are working to
see if Turkish concerns can be met without re-opening the
structure of the proposal now agreed by 15, but this looks

increasingly unlikely: some modification may be required if

an Alliance proposal is to be ready on 6 March when

conventional talks begin.

- Rocard suggested in November 1988 (and reiterated in

8 February Chatham House speech) establishment in Paris of
small European (ie WEU) Strategic Studies Institute. But

this is really French attempt to maintain WEU agency in
Paris: we firmly oppose.

D. DEFENCE

- Good progress at military level on pursuing Prime
Minister’s January 1988 cooperation proposals. But French
political commitment uncertain. On reinforcement through
France, the French have responded positively to the idea of
a further bilateral paper exercise: planning proceeds for

e

May 1990. But French CDS is having difficulty winning
555;8531 to participate in Egercise Lionheart 92 (a BAOR,
not NATO, exercise). This sits oddly with French
willingness to exercise with FRG in South Germany ("Cheeky

Sparrow" in 1987).
- President Mitterrand disappointed by lack of substance in
Anglo-French nuclear defence cooperation, especially our

decision that the French ASMP did not match our needs for a

Tactical air-to-surface missile. But we have told the

French that we wish to stay in close touch on technological
developments. Talks between MOD officials have taken place;

T ———
more are planned.

E. OTHER INTERNATIONAL ISSUES

- Environment: Ozone Layer: last autumn we announced our
support for an 85% cut in CFC emissions by the year 2000.
Within the EC there has been considerable support for this
at Working Group level and recent lobbying has shown that

France is one of the few partners with reservations about
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action in the March Environment Council. But in the end
they may be prepared to sign.

- Rocard Initiative: [to follow]

- Terrorism: the Spanish Presidency have proposed that the

EC set Libya (and Syria) conditions for lifting of EC
measures. We have opposed this arguing that Libyan
assurances are untrustworthy. French reaction ambiguous.
Meanwhile, the Spanish initiative has been put aside to
allow the dust to settle after the allegations concerning
the Libyan CW plant and the destruction of two Libyan
aircraft.

- French continue to provide full practical cooperation
against terrorism.

- Drugs: French reticent over a bilateral agreement over
assets of drug traffickers. They prefer multilateral
approach, and argue that agreement would be\af?%?gﬁff until
Eﬁi’ﬁf—gféned the European Convention on Mutual Legal
Assistance (which we cannot sign without new primary
legislation, not expected before the 1989/90 session).
Negotiations for a Council of Europe Convention on
confiscating assets of drug traffickers are taking place.

French have just agreed to open negotiations for a bilateral
2 \

agreement. Need to maintain ﬁressure.
- Arab/Israel: the EC Troika (including France) has visited
Israel (the Greek was not welcome), met Arafat (Madrid,
January) and visited Syria, Jordan and Egypt (mid-February).
- Shamir told Dumas that he opposed an international
conference as it would be an anti-Israel tribunal. He
prefers direct negotiations under the umbrella of the two
Superpowers. He will have visited Paris on 21-24 February.
Shamir may hope to restrict his proposals to autonomy. When
he visits Washington (probably March) the US may find this
twin approach attractive. But the new Administration’s
Middle East policy is still fluid: French are our best
allies in encouraging it to take shape in a way consonant
with our interests. French are still attached to their idea
of a preparatory conference, but acknowledge at official
level that informal discussions among the Five would be a
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useful first step.

- South Africa: Restrictive Measures: the French oppose

comprehensive mandatory sanctions against South Africa. But
under Socialist Government have raised several initiatives
in European Political Cooperation (including a ban on South
African press offices in the EC and on granting of official
export credits for the Mossel Bay oil-from-gas project).
They want to be seen publicly to be increasing pressure on
the SAG.

- Cambodia: elements of an external settlement falling into

place: But Khmer factions (and Sihanouk) reluctant to

compromise.‘ Unless they do so, regional states, whose
interests are different, may put together a settlement
without them.

- French are reluctant to discuss Cambodia with other UNSC
Permanent Members, as they aspire to special role in
settlement process. Paris round table meeting between
Cambodian factions planned for the Spring. Mitterrand has
also said that France would be prepared to host an
international conference in the event of a political
settlement.

- Libya: have approached Thomson and Siemens for 3D radar.
France favours a self-denying ordinance among potential
Western supliers.

! g BILATERAL
- Channel Tunnel:

Construction difficulties and cost overrun problems led to
demands from Eurotunnel and Trans;ggzﬁg_ffﬁﬁ'(TML) for

changes 1in the other’s management, and a threat from the

banks to enforce a default. Forthcoming changes at both

Eurotunnel and TML should help: the (French) Managing
Director of Eurotunnel being eased out, to be succeeded by

two ManaginéPBI;EEES;E: M Bertrand and Dr Ridley (ex LRT).
Both well regarded. New TML Chief Executi;g_being sought.
- These changes and determination to improve performance

have impressed the lead banks. On present planning should

be sufficient funds for completion.
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- The target completion date has been extended by a month to
June 1993, but may be delayed until August 1993. News on
tunnelling now good: if recent improvement is maintained,
the service tunnel (due to be completed next year) will be
ready ahead of schedule. Eurotunnel shares now double issue

price.
- On-train controls: discussing French arguments in favour

of immigration controls on board trains: government decision
likely in early March.

- Rail route: BR’s proposal for new high-speed track opposed
in Kent: likely to affect specific route rather than whole

scheme.
- Quai/FCO Exchange: Agreement at official level to exchange

FCO and Quai diplomats: exchanges of at least 1 year at 1st
Secretary level and shorter training exchanges (3-4 months)
at 3rd/2nd Secretary level. Two diplomatic services now
identifying candidates. Aim to start in Autumn. Possibly
announce at Summit press conference. Similar exchange with
Auswartiges Amt (FRG) since 1986. Continuous programme of

other civil service exchanges with France exists.

- Youth Exchanges: Prime Minister agreed with M Chirac in
November 1987 a joint study on achieving expansion. Results
encouraging: there were 1,939 government supported exchanges

in 1987; (1988: 2,299). A press release has been agreed

setting out next objectives.

- The Department of Employment and DES are working with the
French to improve exchanges in the areas of vocational
training and education. An Anglo-French Collogquium on

educational exchanges will take place on 25-26 May in UK:

should result in a specific plan of action.
- Carriers Liability Act: French ferry operators have
incurred £250,000 in unpaid fines for carrying UK-bound

passengers without the documentation for admission. Was

agreed last year not to take Court action to recover the

debts pending passage of French legislation obliging
carriers to refuse to accept such passengers (became law in

December). But French have asked us to waive outstanding

fines.
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- We have made clear there could be no waiver - Sealink and
P&0, hearing of French non-payment, have declined to pay,
running up debts of £750,000. But they will be forced to
pay.

- Cheese: French concern more over claims of listeria in

soft cheese than over steps to end sale of unpasteurised

‘g;lk. Mr MacGregor wrote to Nallet (Agriculture) on

N . X g ] . ]
17 February with evidence from UK market of listeria 1n

French cheese (1987: 85 samples; 14% infected, some
seriously);H Pﬁﬁf?é cdﬁéultation over ending unpasteurised
milk s;fZé will also invite views on steps (if any) over
products (including cheese) from such milk, eg clearer
labelling.

- Bicentenary: Mitterrand invited Prime Minister for 13-14

July celebrations: accepted in principle, explained
difficulties with morning and afternoon of 13 July

—

(Cabinet/PQs), sougﬁzfinformation about Bicentenary
programme (Paris Economic Summit 14-16 July): response
awaited.

- Contacts: last Summit 29 January in London. Prime
Minister saw Mitterrand 10 June and 30 November (Mont St
Michel); Rocard 10 June (Paris) and 8 February before his
Chatham House lecture.
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ANGLO-FRENCH SUMMIT: 27 FEBRUARY
OUTLINE PROGRAMME (all timings to be confirmed)

0720 British Ministerial Delegation departs
RAF Northolt by RAF Andover

Andover arrives Villacoublay

Arrive City Centre

Bilaterals begin at Elysée and host

ministries

Plenary at Elysée

Lunch at Elysée
1515 Press Conference [at Elysée]
1545/1600 Depart for Villacoublay

1615 Prime Minister departs in HS 125

Ministerial Delegation departs in RAF

Andover
HS 125 arrives Northolt

RAF Andover arrives Northolt
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MITTERRAND, FRANCOIS GCB

President. (First term: 1981-88; Second term: Since May
1988)

Born 1916. Son of a railway official. Trained as a lawyer
in Paris. Distinguished war service including escape from a
prisoner of war camp and resistance work (mission to London
in 1943). Represented Nievre in North Central France from
the end of the war until election as President. Was one of
the few French politicians to oppose de Gaulle’s return to
power in 1958 which he considered imposed by the armed
forces. From 1958-81 he was de facto leader of the
opposition. Ran unsuccessfully for President in 1965 and
1974. From 1971-81 was First Secretary of the renovated
Socialist Party (PS) which, under his leadership has become
the dominant force on the left of French politics. A
skilful party tactician, Mitterrand did much to hold the
warring factions of the PS together during the long period

of opposition and of difficult relations with the Communist
Party (PCF). He made a State Visit to the UK in 1984: the

Prince of Wales greeted him at Victoria Station and attended
both banquets.

Mitterrand is not a doctrinaire socialist but rather a
humanist with éngEEEEIEE“instinégg*g;aﬂgﬁ;ense of public
responsibility. By nature aloof with few personal friends.
Keeps his own counsel. He is keen on books, painting and
writing. His air of self-possession and unflappability is
part cultivated and part natural. As President, adopted an
outward air of confidence and serenity during difficult

periods and low popularity ratings.

His wife had a good resistance record and a strong interest
in Human Rights causes (this influence can sometimes be
detected in her husband’s actions). Of his two sons, one
was elected a PS Deputy in 1981. A e

e ————— e ———————————————
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ROCARD, MICHEL
Prime Minister since May 1988.

Born 1930. Son of Professor Yves Rocard CBE, a
distinguished nuclfizdggzgicist. Studied literature and
entered ENA. Resigned from government service in 1967 to
stand (unsuccessfully) in Legislative elections. Secretary
General of cialiste Unifié (PSU) 1967-73.

Joined Socialist Party 1974. Member of the National
Secretariat 1975-79. Deputy for the Yvelines 1969-73 since
1978. Minister for the Plan 1981-83. Minister for
Agriculture from 1983 until his resignation in 1985.

Rocard made his name as a national figure during the May
events of 1968. His party was the only one to be identified
with the student movement, and its leaders occupied key
positions in the main student and teacher organisations. He
broke with the PSU in 1974 after its failure to amalgamate
with the Socialist Party. He then rose swiftly in the
Socialist Party. During the past decade, Rocard had
moderated his leftish image. He remains one of France’s

most popular politicians. He has a strong intellect, and

keen political instincts. A good speaker when audible (very
rapid delivery), his distinctive brand of intellectual
garrulousness sometimes speaks more of a hyper-clever
university don than a statesman of Presidential stamp.

He visited the UK as a COI Category I sponsored visitor in
1980 and 1988. During the latter visit he met the Prime
Minister, Foreign and Defence Secretaries, Chancellor of the

Exchequer and Governor of the Bank of England.

Rocard speaks good English. He is divorced and remarried

(to a sociologist). He has two children by each marriage.
s o S
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DUMAS, ROLAND GCMG

Minister for Foreign Affairs (with status of Ministre
d’Etat).

Born 1922 at Limoges in the Haute Vienne. Fought in the
Resistance. His father was shot by the Germans. Escaped
from captivity. Graduated in law from the University of
Paris. Studied at the LSE on a British Government
scholarship. Barrister at the Paris Court of Appeal since
1950. Political journalist. Centre-Left deputy for Haute
Vienne 1956-58; for the Corréze 1967-68. Socialist Deputy
for Périgueux, Dordogne since 1981. Appointed Minister for
European Affairs in January 1984; replaced Cheysson as
Foreign Minister on the latter’s move to Brussels as EC

Commissioner at the end of that year.

Like Mitterrand, Dumas voted against the establishment of
the Fifth Republic. This cost him his seat in Parliament.
He has combined politics and journalism with a successful
career at the Pari§_§i£; He has acted as counsel in many

politically controversial trials including defending
Algerian nationalists during the Algerian War.

Author of books on China, barristers and the media. Keen

interest in music. When young he trained to become a

professional operatic singer. A collector of paintings.

Married (twice). Three children. A gifted linguist with
good English.
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CHEVENEMENT, JEAN-PIERRE

Minister of Defence.

Born 1939, in Belfort. Ecole Nationale d’Administration

(ENA) 1963-65. Ministry of Finance 1965-68. Commercial

Counsellor at Jakarta briefly in 1968. Joined the Socialist
Party in 1964. Leader of the Party’s left-wing CERES
faction (now renamed Socialisme et République). Député for
Belfort since 1973. Appointed Minister of Research in June
1981. Promoted to Minister of State responsible for both
Industry and Research in June 1982. Removed in March 1983
reshuffle. Minister of Education 1984-86. MP 1986-88.
Appointed Defence Minister after Mitterrand’s 1988

re-election.

He is married to a psychologist. Two children. He

understands English reasonably well but is reluctant to

speak it.
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JOXE, PIERRE
Minister for the Interior.

Born 1934 in Paris. Studied at the Ecole Nationale
d’Administration (ENA) 1960-62. Joined PS in 1971;

appointed National Secretary for Training later Party
Treasurer.

Joxe was briefly Minister of Industry in Mauroy’s first
Government in 1981 but moved to lead the PS Parliamentary
Group. Appointed Minister of the Interior when Fabius
became Prime Minister in July 1984. Returned to lead the
Parliamentary Group after the 1986 elections, and to

Interior after the May 1988 change of government.

He has apparently moderated his more extreme Marxist views
in recent years but he remains on the left of the PS. As

Minister of the Interior he faced initial police hostility,

but reduced this by introducing an ambitious and expensive
plan for police modernisation.

Married. Two children. Speaks quite good English. Once
spent three months at the LSE.
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FAUROUX, ROGER
Minister of Industry and Regional Development.

Born in 1926 in Montpelier. Studied literature and
philosophy at the Ecole Normale Supérieure. Graduated from

the Ecole Nationale d’Administration.

In 1961 he moved to the private sector, joining
Pont-a-Mousson. He became Financial Director in 1969.
Appointed President Directeur-Général of St Gobain in 1980.
He was retained by the Socialists when St Gobain was
nationalised in 1981. He left St Gobain in 1986 to become
Director of the Ecole Nationale d’Administration. Appointed

Minister of Industry in May 1988.

He owes his appointment to his high reputation as an
administrator, his popularity in business circles, and his

identification with the Catholic centre. He is a pragmatist

whose priority is to make French industry more competitive
internationally, with particular attention paid to the needs

of small and medium-sized business.

He is an open man whose way of speaking reveals his Southern

origins. A good conversationalist, interested in literature

and the arts.

Married to the sister of the historian Le Roy Ladurie. Six

children. Speaks English.
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CRESSON, MME EDITH
Minister for European Affairs.

Born 1935 near Paris. Economist by training. Joined the
Socialist Party after meeting Mitterrand (to whom she has
been very close) in the sixties. Active in PS youth and
student section; MEP 1979-81. Finally won a seat in Vienne
in 1981. Minister of Agriculture in 1981; Minister of
External Trade 1983; also of Industrial Redeployment (1984).
PS Deputy from 1986-88. Appointed Minister for European
Affairs in May 1988.

Mme Cresson has an exuberant personal and political style.
Reckoned by some to be too fond of confrontation, she is
said nevertheless to be open to advice. Not a subtle
analyst, but comes. across well on TV. As Minister of

Agriculture, she overcame conservative French farmers’

mistrust of a woman Minister with no farming background. As

Minister for External Trade, she was willing to contemplate
protectionism to reduce the trade deficit. She is now eager
to assert a coordinating interministerial influence on

French preparations for 1992.
Married to a Peugeot executive. Two children. Has visited

England many times (most recently 7 February for talks with
Mrs Chalker and DTI Ministers). Good English.
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PROPOSED THEMES FOR PRESS CONFERENCE

Bilateral Relations
- Excellent. Intense pattern of Ministerial and official

exchanges. '
- France our 3rd largest export market; UK similarly

-

France'’s 3rd.
- Huge private sector/tourism flows: approx 6 million
British visitors to France 1988. Industrial collaboration,
eg Channel Tunnel.
- Want to strengthen relationship still further.
Liberalisation 1992 gives immense scope for greater private
sector flows.
- Also, agreement to:
- double number of officially supported Youth
exchanges (from 1987 figures)
- hold Educational Exchange Colloquium (25-26 May in
London)
- exchange FCO/Quai d’Orsay diplomats

- Prince & Princess of Wales visit (November 1988) a great
success.

- 1st batch of Jean Monnet scholars being selected.

- Drugs and Terrorism: good practical cooperation (cf
Eksund) .

- Congratulations on Bicentenary: look forward to

participating in 13-14 July celebrations.

Defence
- Increasingly close relationship. Regular Ministerial

meetings. Mr Younger remaining in France until 1 March.

- Seeking better value for money through closer cooperation
on equipment procurement: joint conferences

- Growing cooperation over exercises; good progress over
defence arrangements for Channel Tunnel.

- Want to maintain existing dialogue on nuclear matters.
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EC

- Views on essentials very close.

- Major common goal remains Single Market completion.

Determined to prevent "Fortress Europe".
- Agreed on the need for effective action to combat fraud in

the EC.

International
- Close identity of views on East/West and Security

(including START, conventional and CW). Agree on need for
active policy of negotiation backed by firm defence.
- Consult closely on eg Middle East, Afghanistan, Cambodia. .

- Welcome French support over Rushdie/Iran.
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CONFIDENTIAL
FM PARIS
TO IMMEDIATE FCO

TELNO 227
OF 221454Z FEBRUARY 89
INFO ROUTINE EC POSTS, WASHINGTON, MOSCOW, HM TREASURY, MODUK

ANGLO-FRENCH SUMMIT: FRENCH POLITICAL SCENE

SUMMARY
1. MITTERRAND HAS A LONG TIME IN POWER AHEAD OF HIM, BUT THE
GOVERNMENT IS STILL SEARCHING FOR FORWARD MOMENTUM. THE RECENT
FINANCIAL SCANDALS HAVE NOT SERIOUSLY HARMED THE GOVERNMENT, BUT
THEY HAVE COME AT AN UNFORTUNATE TIME BEFORE NEXT MONTH'S MUNICIPAL
ELECTIONS, WHERE THE PS NEEDS TO MAKE GAINS. CONTRAST BETWEEN
MITTERRAND'S LACK OF UNDERSTANDING OF FINANCIAL MARKETS AND
PRAGMATISM OF ROCARD/BEREGOVOY SHOWS UP DIFFICULTY FOR FRANCE WITH
ITS CENTRALISING, PROTECTIONIST TRADITIONS OF ADAPTING TO 1992. ON
THE INTERNATIONAL SCENE, FRANCE IS HIGHLY ACTIVE, BUT LACKING A
STRATEGY.

DETAIL

2. MITTERRAND'S RE-ELECTION LAST MAY HAS NOT YET GIVEN FRANCE THE
STRONG COORDINATED GOVERNMENT WHICH IT LACKED DURING COHABITATION.
MITTERRAND REMAINS, BY HIS AGE, EXPERIENCE AND POLITICAL SKILL, AS
WELL AS BY HIS CONSTITUTIONAL POSITION, THE LEADING FIGURE ON THE
SCENE. BUT HE HAS HAD AN UNEASY PERIOD = SPECULATION ABOUT THE
DURABILITY OF A SOCIALIST GOVERNMENT, CRITICISM OF MITTERRAND'S
ALOOF IMAGE, THE PARTLY POLITICAL PUBLIC SECTOR STRIKES IN THE
AUTUMN, THE DIFFICULTIES FACING THE GOVERNMENT'S NEW EDUCATION
PROGRAMME OR THE RECENT FURORE OVER FINANCIAL SCANDALS. NONTHELESS,
NOTHING ALTERS THE FACT THAT THE MITTERRAND ERA STILL HAS SEVERAL
YEARS TO RUN.

3. MITTERRAND'S QUOTE LETTER TO THE FRENCH PEOPLE UNQUOTE IN WHICH
HE SET OUT HIS PRIORITIES BEFORE THE PRESIDENTIAL ELECTIONS WAS AN
IMPRESSIVE DOCUMENT FOR THE ELECTORATE, BUT NOT STRONG ENOUGH EITHER
IN DETAIL OR IN ITS GRASP OF THE NEEDS OF THE MODERN FRENCH ECONOMY
TO SERVE AS A GUIDING FORCE FOR GOVERNMENT POLICY IN THE RUN-UP TO
1992. ROCARD HAS HAD SOME DIFFICULTY IN GIVING THE GOVERNMENT A
SENSE OF FORWARD MOMENTUM WITHOUT THE UNEQUIVOCAL SUPPORT OF HIS
PRESIDENT: AND MANY FRENCH OBSERVERS COMPLAIN, BOTH IN PUBLIC AND IN
PRIVATE, THAT FRANCE IS NOT PREPARING HERSELF WITH SUFFICIENT SKILL

—
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OR DETERMINATION FOR THE GREATER COMPETITION WHICH THE SINGLE
EUROPEAN MARKET WILL BRING. i

4. MITTERRAND'S PRIORITIES REMAIN THE SAME: TO EXERT FRENCH
LEADERSHIP IN MOVING EUROPE FORWARD, TO SEEK SOLUTIONS TO THE
DEEP-ROOTED PROBLEMS OF NORTH-SOUTH AND TO HELP BRING EAST-WEST
RELATIONS, INCLUDING ARMS CONTROL, TO A STATE OF GREATER MUTUAL
CONFIDENCE. THE ENVIRONMENT HAS BEGUN TO MOVE INTO THE FRONT LINE AS
A FOURTH PRIORITY. BUT HAVING IDENTIFIED THE ENDS, THE FRENCH ARE
STILL UNSURE ABOUT THE MEANS. THE GOVERNMENT'S FOREIGN POLICY
INITIATIVES HAVE SO FAR LACKED OVERALL COHESION, OFTEN CREATING AS
MANY MINUSES AS PLUSES (FOR INSTANCE, THEIR MOVE ON CSCE LAST AUTUMN
AND, MORE RECENTLY, THEIR ATTEMPT TO GENERATE A EUROPEAN MOMENUM ON
THE MIDDLE EAST, NOT TO SPEAK OF THE HANDLING OF THE ROCARD

ENVIRONMENT INITIATIVE).

5. IN ECONOMIC POLICY TOO (SEE MIFT) AN ATMOSPHERE OF UNCERTAINTY
REMAINS. THERE IS NO SIGN SO FAR OF ANY SHIFT BY THE ROCARD
GOVERNMENT AWAY FROM PRAGMATIC ECONOMIC POLICIES, AND THE
PERFORMANCE OF THE FRENCH ECONOMY HAS BEEN STRONGER THAN MANY WERE
PREDICTING A YEAR AGO. BUT THE MESSAGE REMAINS CONFUSED ON THE
DEGREE OF STATE INTERVENTION AND THE GOVERNMENT HAS NOT YET DECIDED
HOW BEST TO TACKLE THE MOST DIFFICULT, FOR FRANCE, OF THE EC
ECONOMIC ITEMS, PARTICULARLY FISCAL ISSUES.

6. THE RECENT FINANCIAL SCANDALS HAVE MADE THINGS MORE DIFFICULT FOR
MITERRAND AND PARTICULARLY FOR BEREGOVOY. ON THE BRIGHTER SIDE,
MITTERRAND'S TELEVISION INTERVIEW ON 12 FEBRUARY, DISTANCING HIMSELF
FROM THE SCANDALS AND UNDERLINING HIS DISTASTE FOR THE CORRUPTING
POWER OF MONEY, WAS WELL RECEIVED BY THE FRENCH ELECTORATE (THERE

IS A LONG TRADITION FOR SUCH ATTITUDES TO FINANCE). NOR HAS THERE
YET BEEN ANY CONFIRMATION THAT SENIOR PEOPLE IN GOVERNMENT WERE
DIRECTLY INVOLVED IN THE SCANDALS THEMSELVES. BUT WORRIES REMAIN
ABOUT THE CAPACITY OF THE PARIS STOCK EXCHANGE TO PLAY A LEADING
ROLE IN THE MORE COMPETITIVE FUTURE, ABOUT THE REAL DETERMINATION OF
THE GOVERNMENT TO ALLOW THE FINANCIAL AND COMMERCIAL SECTORS TO
DEVELOP AS THEY MUST FOR THE SINGLE MARKET AND INDEED ABOUT THE
PRESIDENT'S ATTITUDE TO THE FREE PLAY OF MARKET FORCES.

7. MEANWHILE, THE MUNICIPAL ELECTIONS (12 AND 19 MARCH) IMPOSE SOME
SHORT-TERM CONSIDERATIONS ON MITTERRAND AND THE GOVERNMENT. WHILE
THESE ELECTIONS NEED BE NO MORE POLITICALLY SIGNIFICANT THAN ANY
OTHER SET OF LOCAL ELECTIONS IN THE MIDDLE OF A LEGISLATURE, THE
SOCIALIST PARTY (PS) IS ANXIOUS TO RE-GAIN THE TOWN HALLS IT LOST AT
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ITS LOW PERIOD IN 1983. IT NEEDS TO KEEP AT BAY BOTH THE COMMUNIST
PARTY (PCF), WHICH IS BEGINNING TO RE-GAIN ITS CONFIDENCE AFTER ITS
POOR PERFORMANCE IN 1988, AND TO KEEP OPEN A LINE TO THE CENTRISTS,
WHOSE SUPPORT MITTERRAND WOULD LIKE BUT ONLY ON HIS OWN TERMS. A
POOR PERFORMANCE BY THE PS NEXT MONTH COULD FORCE MITTERRAND INTO AN
UNWELCOME CHOICE BETWEEN BUYING SUPPORT FOR HIS PRESENT GOVERNMENT
EITHER ON THE LEFT OR ON THE RIGHT. THE SCANDALS HAVE COME AT A BAD
TIME IN TERMS OF THE PS'S CAMPAIGN FOR A BROADER RANGE OF SUPPORT.

8. THE KIND OF POLICIES NEEDED TO WIN THIS SUPPORT AS FRANCE
APPROACHES THE EUROPEAN ELECTIONS AND HER EC PRESIDENCY ARE LIKELY
TO CONTAIN A GOOD DOSE OF EURO-RHETORIC E.G. ON THE SOCIAL DIMENSION
OF THE INTERNAL MARKET.

9. ON THE INTERNATIONAL STAGE, MITTERRAND HAS ENSURED THAT 1989 WILL
BE A HIGH PROFILE YEAR FOR FRANCE. THE BICENTENNIAL CELEBRATIONS ARE
UNFOLDING BY FITS AND STARTS, WITH A CHARACTERISTIC FRENCH MIXTURE
OF FLAIR AND LAST-MINUTE PLANNING, BOTH OF WHICH WILL NO DOUBT BE ON
SHOW ON 13/14 JULY. A SERIES OF INTERNATIONAL CONFERENCES IN FRANCE,
BEGINNING WITH THE CW ONE IN JANUARY, WILL CONTINUE TO PREOCCUPY AN
OVERLOADED FOREIGN POLICY MACHINE. GORBACHEV WILL COME HERE IN EARLY
JULY, AND MITTERRAND WILL CONTINUE HIS OVERSEAS VISITS, INCLUDING TO
POLAND. ALL THIS ACTIVITY IS GRIST TO MITTERRAND'S MILL, BUT MAY NOT
MANAGE TO CONCEAL THAT THE GREAT TACTICIAN REMAINS IN SEARCH OF A
STRATEGY. A SUCCESSFUL FRENCH PRESIDENCY (WHATEVER THAT MAY MEAN) IN

THE SECOND HALF OF THE YEAR IS PERHAPS THE TOP FOREIGN POLICY
PRIORITY. THAT SUGGESTS THAT THE MOST USEFUL OUTCOME OF THIS SUMMIT
COULD BE TO TEASE OUT FRENCH INTENTIONS FOR THEIR PRESIDENCY,
POINTING THEM AWAY FROM AREAS OF POTENTIAL CONFRONTATION  AND
IDENTIFYING AREAS OF COMMON GROUND. I FEAR, HOWEVER, THAT ON MANY
SPECIFIC ISSUES, THE FRENCH THEMSELVES WILL NOT HAVE A CLEAR PICTURE
OF THE WAY AHEAD.

FERGUSSON
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IME MINISTER

YOUR VISIT TO PARIS

You are to spend the weekend of 25/26 February in Paris before
e riios

the Anglo-French Summit on 27 February. I have had a talk

with Ewen Fergusson about the programme. What we propose is

as follows:

Saturday 25 February

1430 Depart Northolt
1630 Arrive Paris
2000 Dinner at the Embassy
Ewen is intending to get in about 14/16 guests whom he

believes you will find of interest

e

26 February

Visit the Gaugin exhibition (in the hour before it is
open to the public)
Drive out to Vaux-le-Vicomte to see the gardens and
for lunch. It is about an hour's drive but very fine,
indeed spectacular.

1800/ Drinks at the Embassy for the senior staff

1900
2000 Small supper at the Embassy, possibly for the Chiracs

Content with this general outline?
e - aenilhlo

.

C

(C.D. POWELL)

8 February 1989
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DEPARTMENT, OE:. TRANSPORT
2 MARSHAM STREET LONDON SWIP 3EB

01 276 5040

FOR PUBLIC TRANSPORT

Stephen Wall Esq

Private Secretary to

the Secretary of State for
Foreign and Commonwealth
Affairs

Foreign Office

Downing Street

LONDON

SW1A 2AL

February 1989

I am writing to let {nhow  that, subject to your Secretary
of State's approval, Mr P Ll 1lc poses to visit France from the
evening of 26th February : 28th February to hold
discussions with the Frenc railways on the development of their
TGV trains.

At present, the prograi
to Paris on the morning
meetings with the
February Mr Porti
Sangatte before re

'ip on a TGV from
7th February followed
1 fternoon. On Tuesday 28th
> plans to visit the Channel Tunnel site at
urning to London that evening.

rench rai
1
1.¢

F
1
t

The TGV is of some significance to us at present in the light
of BR's proposals to build a new hi gh speed rail line through Kent
from the Channel Tunnel to London. As you may know, this is
causing considerable concert in Kent given the potential
environmental impact of a new Line, and omparisons with the
French TGV are being made both from the noise i mpact of their high
speed trains and the measures taken by the French to minimise the
environmental impact

BR plan to announce thei preferred route

corridor for their
high speed line early in March, and Mr Portillo

i1 feels that, before
then, it is very important for him to have first hand experience
and knowledge of the TGV for himself so that he can respond to the
debate on the whole issue from an informed position.

ad




‘ Mr Portillo is aware that Monsieur Delebarre, +the French
Minister of Tfanqpo*‘t, will be unable to host the visit himself
given other commitments He is also aware that the Prime Minister
will be in Paris at the same time, for the Anglo-French Summit,
and that LH Embassy in Paris will not be able to prov1ro him with
their us level of hos spitality He is, nonetheless, content to
proceed lbh the wvisit glng the importance of the issues
concerned, and the need to have experienced the TGV prior to BR's
announcement in March

I am writing in similar terms to Paul Gray at No.l0 and to
Murdo MacLean in “he hie Nhips Office, and wou 1 be very
grateful for g your Secretary of State is

content for M ’ortillo's visit to proceed.

STEPHEN
Private




DEPARTMENT OF TRANSPORT
2 MARSHAM STREET LONDON SWI1P 3EB

01 276 5040

My ref

MINISTER Your ref
FOR PUBLIC TRANSPORT

Paul Gray Esq
Private Secretary
10 Downing Street
LONDON

SWl1

9]
A February 1989
\

I enclose a copy of a letter I have today sent to Stephen Wall

concerning Mr Portillo's proposed trip to France from 26th to 28th
February.

Since the Prime Minister will be in Paris for the Anglo-French
Summit at the same time as Mr Portillo's wvisit, I thought it
important that you should be aware of his proposed trip.

I would be very grateful if you could confirm that you see no
difficulties with this.

Kong(z S~ cecell

STEPHEN BRAMALL
Private Secretary
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Sir Robin Butler KCB
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FILING INSTRUCTIONS

ANGLO-FRENCH SUMMIT: 27 FEBRUARY FILE NO. ..ot ;

1. This letter sets the scene for the Anglo-French Summit,
which is due to take place in Paris on 27 February, a week
after the Summit with the Germans in Frankfurt (the subject
of my letter of 23 January).

2. The last Summit with France was at Lancaster House in
January 1988. Since then there have been a number of
bilateral meetings between British and French leaders, most
recently between the Prime Minister and President Mitterrand
at Mont St Michel on 30 November.

3. Consideration is currently being given to Ministerial
participation in the Summit. The French have just proposed
that a choice be made from Ministers for Foreign Affairs,
Defence, Home Affairs, Industry, Finance, Education,
European Affairs, Employment, Culture, Research and
Environment. Our initial view has been that, as well as the
Prime Minister, at least the first four proposed and
Ministers of Agriculture could take part.

UK Objectives

4. In essence the Summit is an opportunity to build on the
present excellent bilateral relationship and to give it
publicity. European Community and strategic issues will be
at the top of the agenda. We shall want to ensure close
Anglo-French co-operation in the run-up to the French
Presidency, in order to influence their thinking towards
realistic aims.

5. We shall also wish to discuss the latest developments
in arms control and to encourage the French to continue
their movement towards practical co-operation in defence
matters, on which the Prime Minister wrote to the President
in January 1988. An important subject will be SNF
modernisation and the need to take decisions at a NATO

/Summi t
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Summit this spring. We shall want to keep President
Mitterrand firm over his expressed intention not to put
obstacles in the way. The French voice could also be
important in resisting German pressure for early
negotiations on SNF.

6. On nuclear matters we shall wish to reassure the French
of our continuing interest in further developing the Anglo-
French dialogue.

1. Apart from Community and defence issues, we shall want
to:

intensify bilateral anti-terrorist co-operation;

resist any French attempt to focus the July Economic
Summit on debt and development issues at the expense of
other major international economic concerns;

convince the French of the need to maintain a flexible
EC position on agriculture in the GATT Uruguay Round.

8. The French share our wish to advertise the closeness of
bilateral relations. They are likely to want to explain
their aims for their Community Presidency, giving emphasis
to their pet themes of audiovisual, monetary, social and tax
issues.

FRANCE: BACKGROUND

Internal Political

9. Frangois Mitterrand was re-elected President in May
1988. A socialist government was formed under Prime
Minister Rocard, thus putting an end to the uneasy period of
cohabitation between a socialist President and M Chirac as
Prime Minister. In the legislative elections of June 1988
the electorate applied the brakes by denying the socialists
an overall parliamentary majority.

10. President Mitterrand made clear during the 1988
election campaign his desire to "open" French politics
through detaching centrist politicians from the Right and
creating a more fluid, consensus-based system. The
appointment of a number of non-socialists as Ministers
(industrialists, academics and former centrist MPs)
reflected this attempt at "ouverture". However, the process
seems currently stalled. Key centrist politicians are

unwilling to be wooed until at least after the municipal
elections in the spring.

/11. The right-wing
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11. The right-wing parties remain in disarray following

M Chirac's defeat. There is a good deal of malaise on the
left too, with the Socialist Party unsure of its goals and
Communist Party support steadily declining. Since his
re-election President Mitterrand has maintained a lower
profile, though he follows certain dossiers closely,
especially defence, international economic and Community
questions. His apparent aloofness has led to some public
criticism.

12. The French continue to consider themselves (and the
Franco-German relationship) the locomotive of European
construction. French rhetoric about European vision and
purpose is no hindrance to their single-minded pursuit of
national interests within the Community.

Economic Policy

13. After a sustained period of rapid growth, France's
national income per head overtook the UK's in the early
1970s. However, problems multiplied in the late 1970s and
early 1980s. The Socialist reflationary programme proved
unsustainable and expansionary goals were abandoned in 1983
in favour of more market-orientated policies aimed at
controlling inflation, strengthening the Franc and reducing
the budget deficit. The Chirac government that took office
in 1986 introduced measures to liberalise the economy such
as privatisation, abolition of price restrictions and
partial lifting of exchange controls. These measures,
combined with beneficial external factors, led to a strong
economic performance in 1988, with growth at 3.5%, inflation
3% and the Franc steady.

14. The Rocard government remains committed to the control
of inflation, reduction of the budget deficit and a strong
Franc, but is more concerned than its predecessor with
social issues, particularly unemployment (currently 10%).
The privatisation programme has been halted, though there
will be no renationalisation. A mild wealth tax has been
introduced to please the left. Despite a wave of public
service strikes the government have stuck to their policy of

"rigueur"”.

15. Higher than forecast tax revenues, the result of faster
growth in 1987 and 1988, have given the Finance Minister,

M Bérégovoy, room for manoeuvre over the 1989 budget.
Expenditure is to increase by 4.7% over 1988 with
concentration on the government's main priority areas:
education, culture, research, employment, transport and

/overseas
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overseas territories. The target deficit is down and there
will be tax reductions.

European Community

16. EC issues are at present at the top of the French
political agenda. We shall want to ensure that progress is
sustained under the French Presidency on the Hanover/Rhodes
priorities for the Single Market (public contracts, banking
and other financial services, intellectual property and
approximation of standards). We also want progress on
transport liberalisation. The French will want to focus
attention on social issues and monetary co-operation. Our
purpose is to maintain a close dialogue so that any French
initiatives remain within realistic bounds.

17. We must present our ideas on the social dimension in a
positive way, making clear that if the French stick to
measures to combat unemployment and non-burdensome proposals
in the health and safety area, there are real achievements
to be had. But we should make it equally plain that the
imposition of unnecessary burdens on business, or mandatory
forms of worker participation, are not acceptable.

18. On monetary co-operation we shall want to stress our
support for practical progress, step by step (eg. on the
lines of the Basle/Nyborg 1988 ERM reforms, or our own ecu
initiative), and the dangers of any leap in the dark.

19. We shall need to argue against French calls for a
withholding tax on savings, pointing out the danger of
driving capital out of the Community altogether. On
indirect taxation, there are no signs that the French wish

to force the pace, but we should remind them of our market
forces approach.

20. The French are likely to return to the charge on
audio-visual developments: we can rest on the Rhodes
Conclusions which contained satisfactory references to the
promotion of high definition television, and to the need to
ensure consistency between the Council of Europe Convention
and any subsequent EC directive on broadcasting.

21. It may also be necessary to press President Mitterrand
for a solution to the problem of access to the French market
for UK-built Nissans, if this has not already been resolved.

22. We envisage, if possible, a further meeting between the
Prime Minister and President Mitterrand just before or early
in the French Presidency.

/Defence
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Defence and Arms Control

23. A welcome shift in French attitudes to defence and
strategic issues towards a slightly more atlanticist outlook
continues, though slowly. Gaullist dogma is still well
enough entrenched to keep France out of NATO's integrated
military structure for the measurable future. However,
progress is being made discreetly on the proposals for
bilateral defence co-operation made by the Prime Minister to
President Mitterrand in January 1988; these would increase
their practical defence collaboration alongside their NATO
allies.

24. France will also participate in the new negotiations on
Conventional Armed Forces in Europe, which bring together
the 23 members of NATO and the Warsaw Pact, though it has
been at pains to avoid any suggestion that these are
bloc-to-bloc negotiations (it stayed out of the preceding
MBFR talks on these grounds).

25. President Mitterrand has taken a firm tone on East/West
relations, though he favours an improvement in relations
with Eastern Europe. He took a less helpful stance last
autumn on nuclear defence, especially SNF modernisation,
which he suggested should be left aside subject to progress
in conventional arms control; but he has subsequently
indicated to the Prime Minister that he will not continue to
press this line. On SNF negotiations French officials well
understand the dangers, but they need to be emphasised to
President Mitterrand and we need him to confirm that he will
help resist any German pressure for early negotiations.

Terrorism

26. Our co-operation on terrorism with France remains good.
The continuing PIRA campaign of violence shows the long-term
value of the "Eksund" coup of October 1987 when the French
intercepted a shipment of 120 tons of Libyan arms bound for
the IRA. In the wake of the Lockerbie air disaster we shall
be seeking French support for our initiatives in The Summit
Seven to improve aviation security and aircraft design and
on the detection of plastic explosives like Semtex.

World Economy

27. France is host to the Economic Summit this year (on
14-16 July, immediately after their Bicentenary
Celebrations); so international economic issues are likely
to be among their preoccupations. 1988 was a good year for

/the major
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the major industrialised countries, with more stable
financial and exchange markets than in 1987, an average
growth rate of just over 4% and only a small increase in
inflation. The task of economic policy co-ordination this
year will be to sustain this improved performance, by
pursuing micro-economic reform and addressing the main
uncertainties over inflation and the prospects for further
reductions in the current account imbalances of the US,
Japan and Germany. The imbalances have fallen as a
percentage of GDP, but progress seems to have slowed;
Germany's surplus actually rose last year. The financial
markets will also be watching how the Bush Administration
plans to tackle the US budget deficit. Reform of the
international monetary system is a traditional French aim,
but there have been no new initiatives since Balladur's
February 1988 paper, which is currently being considered by
a G7 study group.

28. We will want to see in April a successful conclusion of
the GATT Mid-Term Meeting which broke off in December
without confirming any agreements. This will mean the EC
finding common ground with the US on agriculture. To do so,
both sides will need to show flexibility. We may well have
to resist French attempts to tighten the Community
negotiating position, and to persuade them of the need for
greater flexibility, particularly on further short-term
measures of agricultural reform.

Debt

29. Following the success of the Toronto Summit in agreeing
debt relief measures for sub-Saharan Africa, President
Mitterrand is expected to argue for making the problems of
middle-income debtors a major theme of the forthcoming Paris
Summit. At the UNGA he proposed a new scheme for
facilitating commercial bank debt reduction: developed
countries' share of a new allocation of SDRs would be used
to provide partial guarantees on debt. We are sceptical
about this scheme, which represents a substantial transfer
of risk from commercial banks to creditor country taxpayers.
In any case we oppose an SDR allocation. We believe that
President Mitterrand may well float other Summit Seven
initiatives to help developing countries.

30. In the context of our recent efforts to raise an
international aid package for Nigeria (to which France has
agreed to contribute around $10 million) the French have
made it clear that they are seeking similar international
support for francophone countries in West Africa. We have

/pointed
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pointed out that Nigeria, unlike eg. Céte d'Ivoire, is
committed to serious economic reform and has already
undertaken substantial adjustment measures. But, even if
the francophone countries followed suit, ODA would not have
funds to help. If pressed on this, we shall need to
repudiate any linkage.

Bilateral Relations

31. Bilateral relations have improved markedly in recent
years. The climate is occasionally affected when attitudes
di ffer over major international issues. But in general the
instinct on both sides is now to look for consultation and
convergence rather than adopt antagonistic positions. The
importance attached by the French to the relationship was
epitomised in the unlimited effort and goodwill they put
into the successful visit of the Prince and Princess of
Wales in November.

32. Work on the Channel Tunnel remains behind schedule and
relations between the Eurotunnel and the contractors are
causing concern to both governments. French interest in the
arrangements for customs and immigration controls for
Channel Tunnel trains remains active. The bilateral youth
exchange programme is moving ahead: we plan to announce
improvements at the Summit. Difficulties over the Carriers
Liability Act 1987, under which Air France and French ferry
companies have incurred fines, may be raised by the French.

Public Handling

33. The Summit will be announced about ten days beforehand.
In order to help achieve the maximum impact in France, we
hope that requests from the French media for interviews with
British Ministers in advance of the Summit will be
considered favourably.

34. The Summit is expected to conclude as usual with a
press conference. We intend to use this to draw attention
to some of the positive developments in Anglo-French
relations over the last year or so and to future plans. I
should be grateful if Whitehall Departments would draw
attention to any items appropriate for mention.

35. The draft brief for the Prime Minister will be
circulated by 13 February for consideration at a meeting of
the MISC 76 Committee in the Cabinet Office on 20 February.
I should be grateful to know as soon as possible of any
subjects Departments consider it should cover in addition to

/those
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those in the enclosure to this letter. I understand that
Departments will as before brief their own Ministers for
their separate bilateral meetings.

A,
Ui A~

Patrick Wright

Derek Andrews Esq CB CBE, MAFF

Sir Michael Quinlan KCB, MOD

Geoffrey Holland Esq CB, Dept of Employment

Sir Peter Gregson KCB, Dept of Energy

Sir Terence Heiser KCB, Department of Environment
Sir Clive Whitmore GCB CVO, Home Office

Sir Brian Hayes GCB, DTI

Sir Alan Bailey KCB, Dept of Transport

Sir Peter Middleton GCB, HM Treasury

Sir David Hancock KCB, Dept of Education and Science
Charles Henderson Esq, OAL

Richard Francis Esq, British Council

Sir Richard Lloyd-Jones KCB, Welsh Office
Russell Hillhouse Esqg, Scottish Office

Sir John Blelloch KCB, Northern Ireland Office
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PROPOSED LIST OF TOPICS FOR ANGLO-FRENCH SUMMIT: 27 FEBRUARY

East/West Relations and Arms Control.
Bilateral Defence Relations.

European Community.

Other International Issues:

World Economy

Co-operation against terrorism

)
)
) Regional Issues
) Environment

(a
(b
(c
(d

Bilateral Issues:
(a) Youth Exchanges

(b) Any current problems (eg. fisheries, carrier
liability, Channel Tunnel)
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10 DOWNING STREET

LONDON SWIA 2AA
From the Private Secretary

23 January 1989
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PARIS ECONOMIC SUMMIT

We had a short talk with the Prime Minister this evening
about the Paris Economic Summit from which I think three
points emerged:

- the Prime Minister suspects that the French may launch an
'expensive' initiative on the environment at the Summit,
drawing on the ideas put forward to a number of Heads of
Government by Monsieur Rocard. She thinks that we should
prepare for this by producing a paper of our own on the
economics of environmental protection. This would
examine the costs of commitments to deal with specific
environmental problems such as car exhaust emissions,
reducing dependence on coal and measures to preserve
tropical forests. The paper should also look at the
consequences for aid policy of additional commitments in
these areas. You will want to set a study in train;

the Prime Minister also wants the Summit to tackle again,
and this time more effectively, the problem of persistent
structural surpluses in countries like Japan and Germany.
She would welcome ideas on how we can best go about this;

in the same context, but also with an eye to the
Anglo/German Summit in late February, she would like a
note on our economic and trade relations with the Federal
Republic of Germany, the reasons why we have such a
substantial deficit in our trade with them and what we
can do about it.

The Prime Minister also lamented the substantial deficit in
our trade with the Community as a whole, the fact that our
farmers seemed to fare worse last year in terms of farm
incomes than any other farmers in the Community and the
further rise expected in the current year in our net
contribution to the Community. In the light of all these, it
was hard to construct a case that membership was doing us much
good. It might be useful if the Cabinet Office could put
together a short factual note dealing with our comparative
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position in these three areas of our economic relations with
the EC, illustrating the trends in each case.

I am copying this letter to Alex Allan (Treasury), Stephen
Wall (Foreign and Commonwealth Office), Neil Thornton
(Department of Trade and Industry), Roger Bright (Department
of the Environment), Shirley Stagg (Ministry of Agriculture,
Fisheries and Food), Carys Evans (Chief Secrstary's Office)
and Roger Lavelle (Cabinet Office).

Sy,
QB@&:%M

CHARLES POWELL

Nigel Wicks Esq., C.V.0., C.B.E.
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De
THE PRIME MINISTER 1 cember 1988

May I thank you most warmly for your hospitality
yesterday. The choice of Mont St. Michel for our meeting was
a particularly happy one. I have long wished to see the
town, and what a remarkable sight it is. Thank you also for

a memorable lunch at Mere Poulard.

I was grateful for the opportunity to hear your
impressions of the situation in the Soviet Union following
your meeting with President Gorbachev. Our views on the
right way to handle relations with the Soviet Union, in
particular the need to maintain strong defences combined with
willingness to negotiate, are happily close. It is very
important for Europe that Britain and France should stand

together on these issues.
I look forward to our meeting in Rhodes.

With every good wish,

/

0 g J o _,'\L,LL(_L’

./ \j
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Excellency Monsieur le Président Mitterrand, G.C.B.




10 DOWNING STREET
LONDON SWIA 2AA

THE PRIME MINISTER 1 December 1988
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I am most grateful to you for the excellent arrangements
made for my meeting with President Mitterrand at Mont
St. Michel yesterday. I know how much work goes into the

preparation of even brief visits. But the result was a most

worthwhile meeting and a highly enjoyable day. May I ask you

to pass on my thanks to all those concerned.

With best wishes,

Monsieur André Gadaud
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THE PRIME MINISTER 1l December 1988
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I was very grateful to you and your colleagues for the

arrangements made for my visit to Mont St. Michel They were

impeccable and enabled me to enjoy the day and the

opportunity to see the town and its historic buildings

With best wishes,

Inspecteur Cailly




10 DOWNING STREET
LONDON SW1A 2AA

THE PRIME MINISTER 1 December 1988
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May I thank you for the very warm reception which I
received during my visit to Mont St. Michel yesterday. I was
delighted to see the town and its historic buildings and

thoroughly enjoyed my day.

I offer you no less warm thanks in your other capacity
as the proprietor of Mere Poulard for the excellent lunch
which we enjoyed. Would you please pass on my thanks and

congratulations to all members of the restaurant's staff.

With best wishes to you and all the people of Mont
St. Michel.

Bt 8

Monsieur Vannier
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THE PRIME MINISTER 1 December 1988
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I was most grateful for your courtesy in receiving me

during my brief visit to Mont St. Michel. I enjoyed the day

very much and would ask you to pass on my gratitude to all

those who took part in the arrangements for the visit.

With best wishes,

Monsieur Pascal




M. Philippe de Mester, Directeur du Cabinet du Prefet de La Manche
M. Pascal, Pr&fet de La Manche

M. et-Mme Vannier, Mayor of Mont St Michel and owner of Mere Poulard
Inspecteur Cailly, Chef de 1'Equipe du Service de Voyagf"‘s officiels
M. Nicholas Simmonet, Guide

M. Christophe Penot, Protocole, Elyéée

M. André Gadaud, Chef du Protocole

Mr Quintin Quayle, Head of Chancery

Miss Pat Ramsey, Visits Officer

RAF

s
v Squadron Leader Holme
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From the Private Secretary 1 December 1988

THE PRIME MINISTER'S MEETING WITH
PRESIDENT MITTERRAND

I enclose the Prime Minister's thank you
letters following her meeting with President
Mitterrand at Mont St Michel. I should be
grateful if you could arrange for them to be
sent to the Embassy in Paris to deliver. I will
take the letter to President Mitterrand to Rhodes
to hand over to his staff there. I am enclosing
a copy for your files.

(C. D. POWELL)

Lyn Parker, Esq.,
Foreign and Commonwealth Office.
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