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10 DOWNING STREET

LOMDON SWI1A 2AA
Fram the Private Secrelary

18 April 1989

AT, ;.::3: Sl

e

PRIME MINISTER'S MEETING WITH THE SOVIET PRIME MINISTER

The Prime Minister had a talk in Luxembourg this
afternoon with the Soviet Prime Minister. Mr. Ryzkhov was
accompanied by Adamishin and a notatakar.

The Prime Minister began by renewing our invitation to
Ryzkhov to visit the United Kingdom. We hoped he might be
anle to come later this year or sarly next. She referrad to
the success of Mr. Gorbachev's recent visit and invited
Mr. Ryzkhov to tell her about progress with economic reform in
the Soriet [nion.

Ryzkhov gsaid that he would be delighted to visit the
United Kingdem and would be in touch about dates. He agreed
that Gorbachev's visit had been very waluable. It had
attracted wide interest in the Soviet Union as had the Prime
Ministar's interview wlth Soviet televizion and with Izvestia.

The Prime Minister gsaid that we had been impressed by the
pace of political reform in the Soviet Union, but economic
change was obviously proving more difficult. It would not ba
reallistic to expect progress across the board. It might be
best to focus on one or two key sectors and try to make a
success of them. Ryzkhov said that he fully agreed: he was
looking for breakthroughs in particular areas. Initially, he
and his colleagues had set unrealistic objectives,
concentrating investment heavily on the metallurgy interest,
The result had been to neglect other sactors, where results
which would improve people's standard of living could be
achieved more easily. The Prime Minister was right to say
that political reform was easier than aconomic reform.
Structural changes in the economy were proving very diffieult
to make. Some 400 military production facilities wara balng
switched to civil purpeses. But this would take at least two
¥ears. Meanwhlle there was a lot of criticism of the
Government, mostly from people who did not realise that they
had Lo work harder themsalves to get what they wanted. The
Prime Ministar commented on the importance of motivating the
workforece. This took the leadership from good managers.
Ryzkhov agreed: slogans were usaless, as the Soviet Union had
found to its cost. The Prime Minister zaid there was a lot of
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psychology involved. It sometimes seemed tc her that peocple
in the Sowviet Union suffered from a poverty of ambition.
Ryzkhov said that it was indeed the case that many pecple were
more or less content with what they had, and seamed to be
unwilling to nse the benefits of perestroika to bettar
themsalves. Another problem was that many people still did
not understand the reforms or have confidence that they would
last.

The Prime Minister said that she was very grateful to
Ganaral-Secretary Gorbachev for inviting her to visit the
Soviet Union again in 1990 and suggesting that thev meet in
Eiev. GShe would give some thought to the proposed British
manifestation in Kiev. It should not just be an occasion to
display British goods but alsoc the processes by which they
were made. She would discuss this with some of the
industrialists. Ryzkhov said that he would welcome this.

The Prime Minister said that she wanted to mention the
situation in Lebanon, which she had discussed earlier in the
atternoon with the United MNationa Secretary-General. A
ceaseiire would reguire the major countries to exert pressure
on the various parties in Lebanon. It would be wvery helpful
1f the Sowviet Union would bring pressure to bear on Syria. It
was important that we should all work together for a solution,
Eyakhov took note but did not comment .

Ryzkhov sald that he wished to mention the situation in
Georgia which was a tragedy. The Prime Miansitar gaid Ehat ghe
had Followed it closely. ERyzkhov added his condolences for
the disaster at the EHillsborough stadium. He alse referred te
Britain's genarous help to Armenia, welcoming in particular
our gift of a school.

Ryzkhov was urbane and friendly, sipping a whisky and
soda as he talked, and appearing to go out of his way to Find
points of agreement with the Prime Minister.

I am copyling this letter to Brian Hawtin (Ministry of
ance), Alex Allan (H M Treasury), N¥Neil Thornton (Department
of Trade and Industry) and Trevor Woolley [(Cabinet QfEfice).
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. D, POWELL

Stephen Wall, Esqg.,
Foreign and Commonwealth Dffice
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10 DOWNING STREET

3 LONDON SWIA 2AA
Frovm the Privare Secrerary 18 April 1989

5, I'_T L}
Doy STV
PRIME MIMISTER'E MEETING WITH THE AUSTRIAN CHANCELLOR

The Prime Minister had a talk with Chancellor Vranitzky
at the Luxembourg Foraign Ministry this afternoon. No one
alze was prasent on the Aanstrian side. I am recording one
part of the conversation separately.

Chancellar Vranitzky began by expressing condelences on
the Hillsborough Stadium tragedy. The Prime Minister
andertook to convey these to the familiez of the wictims.

Vranitzky continued that the Austrian Cabinet had
yesterday completed a report by the Government to Parliament
concerning Austria's application for membership of the
European Community. WNo formal decision to apply had yet
bean reached. The Government's strategy was to involva
Parliament in the decizion. He expected the Parliament to
reach a positive conclusion before the summer, following
which the Austrian Government would put in a formal
application. The most difficult aspect was the implications
for Austria's meutrality. The Soviet Union continued to
have some doubts on this score, but he was doing his best to
reassure them and had discussed the matter once more with
Ryzhkov in Luxembourg. It was avident that Austria's
application would be subject to gulte lengthy negotiations
and that would help accustom people ta the fact that
membarship could be compatible with neutrality. At the same
tima, he bealisved that Austria's particular status could be
helpful to the Buropean Community in relations with Eastern
Europe.

The Prima Minister warned Vranitzky against expecting
any gquick decision from the Community. There was no
enthusiasm for considering new mambars at least before
completion of the Single Market in 1992, But it wonld be
helpful for the Community to start to think through
consequences of an Austrian application now. It would
certainly need very careful handling. Vranitzky commented
that the Soviet Union was adopting a wait and see attitude.
A guestion-mark also remained over their wider approach to
Eastern BEurope and how far they would allow Hungary ko
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own course. But he was optimistic that they
recongilaed to Austrian membership of the
Commun

I am copying this letter to Weil Thornton (Department
of Trade and Industrcy), Alex Allan (HM Treasury! and Trevor
Woolley (Cabinet Officel.
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(. D. POWELL)

Stephen Wall, Esqg.,
Foreign and Commonw=alth Office.
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Froam Hhe Privare Secvetary

PRIME MINISTER'S TALK WITH CHANCELLOE VRANITZEY:; IMLAD

The Prime Minister had a talk with Chancellor Vranitzky
in Luxembourg this afterncon about her haliday plans in
Imlau.

Vranitzky said how pleased he was that the Prime
Minister was returning ta Austria. He planned to 4oin her
at one or two performances at Salzburg. This would make it
less likely that she would encounter Waldheim, although he
could not guarantee that they would not come across sach
other briefly., The Prime Minister said that sha understood
this. 5She hoped that Vranitzky would come to lonch at Imlau
on aone day.

The Prime Minister continued that she would also like
tc pay a number of wisits from Imlau, for instance to Graz
to see Consul Bruehl. Vranitzky said that the Austrian
Government would be very happy to help with arrangements for
guch wvisits, They would also provide security for the Prime
Minister while she was at Imlau. There should be contacts
hatwaen his office and No.l10 about this. (In fact I imagine
it will be sufficient for you to handla this in conjunction
with Detective Sergeant Kingston, who will be getting in
touch with you.)

(C. D. POWELL)

R P, Mash; Esg., L.V.D_,
British Embassy,
Vienna.
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Prime Minister's Visit teo Luxembourg: 18 April

My letters of 13 April contained general briefing for
the Prime Minister's vigit to Luxembourg on 1B April and
points to make in her bilateral meetings: there.

It has mow kaen confirmed that at the dinner the
Frime Minister will probably sit between Prime Ministers
Santer and Rocard (although in strict protocol terms she

should be seated next to Vranitzky).
———

The Prime Minister last say Rocard in London on
8 Pebruary before his Jaan Monnet Commamorative Lecture to
Chatham House. 1 attach 2 persgnality note. The Prime
Minlster might like to draw on the following:

Her impressions of Gorbachev's visit. He is due
to visit Paris in early July.
French Bicentenary Celebrations: the Prime Minister

has accepted in principle President Mitterrand's
invitation for 13-14 July.

e e 1 L
Economic Summit (14-17 July:!, which will follow the
Bicentenary CelebTatliona: 1t should address all
items on the economic -.l.:._I'C—I'.'.'-rFJ = L. ConcCentrate oh
debt. 7 .

—
The Prime Minister might =ay that she is glad that
the Missan problem has been sorteg qgt: and thank
M. Rocard for his help (the DTI are reporting the

details sSsparatelyl.

Industrial collahoration is good (eg Airbua,

Channel Tunnel, Arlane! and the two private sectors
are vary active (making more mergers and acqgulsitions
than any other in Europe with an eye to 1384).

Corsica: the Prime Minister might ask about the
SCoOpe r ettlamant. Strikes have greatly
disrupted air travel to the igland. There has beean
some clivil URArestT.

/= Labanon
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Lebanon; Rocard may ralse this. The French are

being eriticised for being one-sided in their support
of the Christians in Beirut. ¥We think the Twelve
should give top prLiDL1LY LO backing the Arab League
attempt to medliate a ceasefire. At French inatiative,
the Twelve are looklng to issue a statement today,

1T April, appealing for 3 ceagefire. The French

want the statement to commit the Community fto provide
humanitarian aid to Lebanon. Our view is that this
can Brnly happen when a ceasefire has been established.
At the time of writing, this point in the statement

is still in dispute between us.

I am copying this letter: to Trevor Woolley (Cabinet
I Office). W fioe iV hases Neaa- ';a.-:'l | - e O rh-'-'-—.---'-LF b T b
—
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{R H T Cozney)
Peivate Secreatary

D Powell Esg
10 Downing Street
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4 %Gﬂhﬂﬂ. MICHEL
Primme Minister.

Born 1930 in the suburbs of Paris. Son of Professor Yves Rocard, CBE, a distinguished
physicist, who worked in Brisin during the war, Studied literature and entered the Ecole Natonale
d'Administration (ENA). Inspecteur des Finances 1958, Head of the Economic Budget Division in
the Planning Department of the Ministry of Finance 19635, Secretary-General of the Commission
des Comptes et des Budgets Economiques, 1965-67. Resigned from government service in 1567
to stand (unsuccessfully) in Legislative Elections as PSU (Parti Socialiste Unifié) candidare.
Secretary-General of the PSU 1967-73. PSU presidental candidate, 1969, PSU Deputy for the
Yvelines, 1969-73. Joined Socialist Party (PS) 1964, Member of the Nafonal Secretariat 1965-79.
PS Deputy for the Yvelines since 1978. Minister for the Plan 1981-83. Minister for Agriculture
from 19873 untl his resignation in 1985, Appointed Prime Minister in May 1988 and agmin after the

Legislative Elections in June 1938,

Rocard made his name as a national figure during the May events of 1968. His parry was
the only one to be identified with the student movement, and its leaders occupied key posinons in
the main student and teacher organisations. He broke with the PSU in 1974 after its failure to
amalgamate with the PS. He then rose swiftly in the PS. He moved away from the leftst ideas he

espoused in the late 19605 owards centrist policies of pragmarism and moderation,
P P

At the PS Congress ar Metz in 1979 a re-alignment of forces within the Party left Rocard
and his ally Maurcy in the mincrity. Both remained members of the Executive Bureau of the Party
but lost their places at National Secretaries. In 1980 Rocard made an unsuccessful bid for the PS's
nominadon for the 1981 presidental election in place of Minerrand, who is reputed to continue 0
hoid this against him. In 1981 Miterrand appointed him Minister responsible for the Plan. This
gave him the chance to put into practice his ideas about economic self-management and
decentralisation. Moved in 1983 to the Ministry of Agriculure. His resignation in 1986 was
allegedly motivated by opposition to the intraduction of proportional representation for legislative
elections, He subsequently concentrated on mying to smengthen his position for the 1588
presidendal elections. He announced his intendon to run again 0 become President, even if
Mitterrand were again a candidate, and for many months stood at the top of the opinion polls. But
he evenmally decided not to challenge Mirterrand and loyally campaigned for his re-electon,

His appointment as Prime Minister on 10 May 1988 was both a reward and a sign of
Mirterrand's wish to make an opening towards the centre. Half the Ministers in Rocard's
government are non-FS members. Rocard's imtal success in reconciling the communines in New
Caledoniz — the Matignon agreements — confirmed his reputation for moderation and pragmaism.

Rocard has long been one of France's most popular politicians, with a reputaton for
hanasty and sincerity (which is sometimes ascribed 10 his Protestant upbringing). His motto is
"parler vrai”. He has a strong intellect, and keen political instncts, though doubts remain about his
drive ("no killer insunct™) and organisadonal skills. Can be a good speaker, when audible (very
rapid delivery) but can also be obscure. His distinctive brand of intellecrual imagery sometimes
suggests more a hyper-clever university don than a statesman of presidental stamp.

In 1980 and again in January 1988 he visited the UK as a COI Category I sponsored
visitor. He is a self protessed Anglophile, for whom memones of wartime CO-operation contnus 1o

count. But he expresses disappointment abo :
i ur what he perce: W Sy
approach to Europe. perceives the lack of "vision" in Britin's

Rocard speaks good English. He is divorced and re ied ichi
: . g 5 married i il ¥ g tert A
has twa children by each marmiage. His hobbies are sailing and si;snnn R Qitialogisy e

DENTIAL
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FM MOSCOW

TO DESKEBY 171400 FCO
TELNO 652

OF 1T7T1120Z APRIL &%

INFO IMMEDIATE LUXEMBOURG
INFO ROUTINE DTI

PRIME MINISTER'S MEETING WITH SOVIET PRIME MINISTER, 18 APRIL

SUMMARY
1. WITH RYIHKOV TOMORROW THE PRIME MINMISTER MWIGHT:

(A} REINFORCE THE SUPPORT FOR PERESTRODIKA SHE EXPRESSED TO GORBACHEV
TEN DAYS AGD SEMICOLON

(B) NOTE THE SUCCESS OF THE BRITISH TRADE MOMTH, INCLUDING MR
PARKINSON'S VISIT AND THE SIGNATURE OF TWO LARGE CONTRACTS SEMICOLON

(CY LODE AHEAD TO LORD YOUNG'S VISIT IN JUMNE SEMICOLON

(0) EXPRESS APPRECIATION OF ARRANGEMENTS MADE FOR PRINCE EDWARD,
DETAIL

2. DURING HER BRIEF BILATERAL WITH SOVIET PRIME MINISTER RYZHKOV IN
LUXEMBOURE OM 18 APRIL C(EFFECTIVELY 20 MINUTESYS pFE CONVERSATION ,
ALLOWING FOR TIME LOST IN INTERPRETATION], THE PRIME MINISTER MAY
WISH TO FOCUS ON THE FOLLOWIMG SUBJECTS.

(A} PERESTROIKA

3. MRS THATCHER WENT OVER THE GROUND THROROUGHLY WITH GORBACHEV.
BUT AT THIS CRITICAL TIME I WOULD SEE MERIT IN HER REINFORCING WITH
RYZIHKOV THE WORDS OF ENCOURAGEMENT AND SUPPORT SHE OFFERED IN THE
DOWNING STREET TALKS, ESPECIALLY TO COUNTER GORBACHEV'S ASSERTION
THAT CERTAIN CIRCLES ARE HOPING THAT PERESTROIKA WILL FAIL.

(B) BRITISH/SOVIET TRADE MONTH

4. THE EXHIBITION IN MOSCOW ORGANISED BY THE BRITISH/SOVIET CHAMBER
OF COMMERCE ENTERS ITS SECOND WEEK ON 18 APRIL. IT WAS OPENED ON 11

PAGE 1
CONFIDENTIAL




CONFIDENTIAL
15T021
MDADAN 5138

APRIL BY MR CECIL PARKINSON, IN THE PRESENCE OF DEPUTY PRIME MINISTER
KAMENTSEV. BY CLOSURE ON 28 APRIL OVER 300 BRITISH COMPANIES WILL
HAVE PARTICIPATED. PRINCE EDWARD IS WISITING THE EXHIBITION ON
MONDAY 17 APRIL, TO MEET BRITISH PARTICIPANTS AS THEY SET UP THEIR
STANDS FOR THE SECOND WEEK.

5. THE FIRST WEEK WAS DEVOTED TO THE AGRICULTURE, ENERGY, TRANSPORT
AND CHEMICAL SECTORS. DURING THIS WEEK TWO MEW LARGE TRADE DEALS
HAVE BEEN STRUCK.

= COURTAULDS HAVE SIGMNED A LETTER OF INTENT WITH THE MINISTRY OF
CHEMICAL INDUSTRY FOR THE MODERMNISATION OF ACRYLIC FIBRE PLANTS
(WORTH ABOUT 200 MILLION POUNCS).

= ELCON HAVE LANDED A HOTEL CONTRACLT WORTH AROUND FIFTT MILLION
POUNDS .

6. ALTHOUGH RYZHKOV HIMSELF WAS UNFORTUNATELY WOT ABLE TO MEET THE
SECRETARY OF STATE FOR ENERGY, MR PARKINSON'S VISIT WENT WELL AND HE
HAD SERIOUS AND USEFUL ENCOUNTERS WITH KEY FIGURES IN THE ENERGY
SECTOR.

(C) GENERAL TRADE PICTURE

7. AS THE PRIME MINISTER KNOWS, WE ARE STILL SOME WAY SHORT OF THE
TARGET OF BILATERAL TRADE TURNOVER OF 2.5 MILLION ROUBLES BY 1990,
AND THE TRADE BALANCE REMAINS HEAVILY IN SOVIET FAVOUR. BRITISH
COMFANIES HAVE SHOWN THEIR WILLINGNESS TO0 CONSIDER MUTUALLY
ADVANTAGEOUS NEW FORMS OF TRADE, INCLUDING JOINT VENTURES AND
CONSORTIA. FOLLOWING THE VISITS TO THE BRITISH MONTH OF SIR JAMES
CLEMINSON, BOTE CHAIRMAN (THIS WEEK) AND MR MALCOLM STEFPHENS, ECGD
CHIEF EXECUTIVE (MNEW WEEK), MRS THATCHER MAY WISH TD LOOK AMEAD TO
THE VISIT TO THE USSR OF THE SECRETARY OF STATE FOR TRADE AND
INDUSTRY AT THE END OF JUNE. WE NATURALLY HOPE THAT RYZIHKOV WILL BE
ABLE TO0 SEE LORD YOUNG.

(D) PRINCE EDWARD

8. PRINCE EDWARD FLIES HOME THIS AFTERNOON,. 17 APRIL, AFTER A
RELAZED AND ENTIRELY SUCCESSFUL 4B HOURS IM MOSCOW. HE ATTENDED THE
NATIONAL YOUTH THEATRE'S "MURDER IN THE CATHEDRAL® ON THE EVENING OF
1¢ APRIL. EARLIER IN THE DAY, INTER ALIA, HE ATTENDED A SERVICE IN
THE HISTORIC WORKING CHURCH AT KOLOMENSKODYE.

PAGE 2
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9. PRINCE EDWARD'S OFFICIAL HOSTS HAVE BEEN THE MINISTRY OF CULTURE,
AND THE COUNCIL OF MINISTERS HAS BEEN RESPONSIBLE FOR PROVIDING
LOGISTIC FACILITIES. THE PRIME MINISTER COULD THANK RYIHKOV BRIEFLY
FOR THE CONTRIBUTION OF HIS SUBORDINATES IN HELPING TO BRING ABOUT
EXACTLY THE RIGHT BELEND OF OFFICIAL AND UNOFFICIAL INVOLVEMENT 1IN
THIS VISIT. SHE COULD AT THE SAME TIME LOOK AHEAD TO THE VISIT BY
HERSELF AND THE PRINCESS ROYAL TO THE BRITISH WEEK IN KIEV IN JUNE
1920, ONCE THE RUSSIANS HAVE CONFIRMED THE TIMING WE HAVE REQUESTED.

BACKGROUND

10. ASIDE FROM THE STATE OF THE ECONOMY AND THE ELECTORAL PROCESS
(WINCING ITS WAS TOWARDS THE FIRST SESSION ON 25 MAY OF THE NEW
SUPREME SOVIET) EVENTS IN GEORGIA WILL BE A PREOCCUPATION IN
RYIHKOV'S MIND. WE ARE SUMMARISING IN A SEPARATE TELEGRAM THE LATEST
DEVELOPMENTS THERE, INCLUDING THE RESIGNATIONS OF THE FIRST SECRETARY
OF THE PARTY AND THE CHAIRMAN OF THE COUNCIL OF MINISTERS.

7. OVER THE PAST YEAR, RYZIHKOV'S S5TAR HAS CONTINUED TO RISE. HE
DOES NOT COMPETE FOR THE POLITICAL LIMELIGHT WITH GORBACHEV, LIGACHEV
AND OTHER PROTAGONISTS IN BATTLES OVER PERESTROIKA, AND HAS REMAINED
AN UNCONTROVERSIAL FIGURE. BUT HE CONTINUES TO IMPRESS FOREIGN
VISITORSE WITH HIS COMPETENCE, AND HAS DONE A USEFUL JOB FOR GORBACHEV
BY PINNING TOGETHER THE MACHIMERY OF GOVERNMENT IN A TIME OF
UPHEAVAL. HIS STYLE, LIKE HIS WORK, IS SOLID AND UNSPECTACULAR: AND
HE COMES ACROSS AS A LITTLE COLOURLESS (WHICH IN CERTAIN RESPECTS MAY
BE AN ASSET). BUT HE FILLS A VITAL NICHE IN THE UPPER REACHES OF THE
LEADERSHIP.

12. CODz PLEASE ADVANCE TO ND 10 DOWNING 5T.
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VISIT TO LUXEMBOURG

You are to visit Luxembourg on Tuesday for the 150th
anniversary celebrations. Other Heads of Govermment attending
are Martens,; Luhbﬂrs, Uranltzky. REocard and Ryzhkuv. Echl has

—

just dropped gub becauEF uf his political prﬂblema at home.

Paraz de Cuallar and Woerner will both be there.
_,_ﬂ- —T—

I attach the programme. It 18 Eairly rushed. %You leave
straight from the Quesn Elizabeth Conference Centre after vour
speech to the CSCE Forum, to get to Luxembourg by l420. There

are a number of formal occasions in Luxembourg:

an audience with the Grand Duke;

a family photograph;

a ‘lag-ralaing ceremony j

—

a commemorative -..-E'I'E E”'-lr with speeches;

)

VLEWLng Df an EInlbltlﬂﬂ;

e o

and a dinnar.

.

You will be first in protocol erder for these events, which

means you will arrive last and leave first (except for the

Luxembourg Royval Family).

In betwean these you are sgueezing in three short bilaterals

with ¥ranitzky, Rhyzkov and Perez de Coellar.

Luxembourg Aspects

There 15 no provision for any formal discussions with meambars

-

of the Luxembourg government. Bubt as the most seniocr Head of
Governmant attending, you are likely to be seated next to
Monsieur Santer at dinner. The attached note by E;E_bareign
and Commonwealth Office and telegram from our Ambassador sets
out the current Luxembourg background. The main feature is
the alection expected in {Efi-a: tha sam= as the

Earu—electlug. Santer's position 1s looking slightly dodgy:

CONFIDENTIAL
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but the outcome of Luxembourg's slection is impossible to
predict, since any number of combinations are theoretically
possible. The aconomy continues to boom. But the

——
Luxembourgers remain anxious about the EC withhelding tax and

will be looking to you to take a lead agajipst this. You could
also discuss with Monsieur Santer the Delors Committee report

on which his attitude will probably EE&EEEEFi?E* We have

close cooperation with them on satellite broadcasting.

Bilateral with Chancellor Vranitzky

The main subject to discuss with Vranitzky is your holiday in
Austria about which he is informed. The proposed dates are
10-20 August. He has kindly suggested that he should take you

—_— =
to the oppera one evening. You hope that he will come to lunch

at Imlau. ¥You need to say that yvou are sure he will

—

understand the position over Waldheim: since you are

holiday, you would not want bhim to suggest a meeting
that Vranitzky can help ensure this does not happen.

e =

The other main issue is Austria's likely application for

membership of the EC Community this summer. I see no need for

you to be discouraging: Austria's membership would, in my
——
view, ba a useful step towards dilution of the Community. But

there i8 no reallistic prospect of thae EC giving early

consideration to an application, at least until the Single

—

Market exercise is complete in 1992, Moreover, an RAustrian

application cannot he considered in isolation from others such
—_

as Turkey, Norway (possibly) and Cyprus.

———

There are no other major issues. Yoo might give him an

account of Mr. Gorbachev's wisit and ask his wviews about

developments in Hungary. You should thank him for cooperation
against terrorism, whiie anderlying the contimaing threat from
radical Arab and Iranian groups. You could say that we are
ready to sall hugtrfgdﬁgﬁelin missiles.

CONFIDENTIAL
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Bilateral with UN Sacretary=GZeneral

B
The main subjects are Mamibia, Cyprus and drugs. l{ (rpns i~ {la#ufhh

On Mamibia we shall need to see how the situation stands early
next week. But your main messzage is the need to do everything

possible to keep the independence process on course, because

of the potentially very peositive effects of success in Namibia

s :
for developments elsewhers in Bouthern RErica.

On Cyprus you might ask for his impressions folleowing his
recent talks with Vassiliou and Denktash in New York. What

doe he intend to do next? We are not anthusiastic about

involving the Security Council, because we do not want to give

the Russiang a foothold.
" —_—

On drugs you will recall the cry for help we have received

e ———

from Joan Anstes, who has now been to London and secan the Home

Secretary. We are providing some modest bilateral help to

her., You will want to say that we attach high priority to the
-h—|_

United Wations work on druge and want to sSee more resgurces

allocated to it from the ON's regular budget.

Other points yvou might touch on are Arab/Iscael, Iran/Iraq and

the environment . On the last you could underline your

resistance to establishing new institutions as proposed by the
e ——————————————————— e e

French: our preference is to strengthen existing UN bodies.
—_— L G —

Bilateral with Ryzhkowv

Time will be wery limited (allowing for interpretationt. The

main points to make are:

upderline our view of the success of Mr. Gorbachev's

wigikts

urge Ryzhkov to take up his own invitaticon to visit the

United Kingdom, parhaps later this year or 2arly next;

—
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refar to his role in taking charge of reconstruction in

Armenia, and our intention to provide a new school;
nenea Mo

urge greater efforts to reach the target of a 40 par cent

increase in trade which you agreed with him during your

visit to Moscow. You might mention our need for a
prestigicus building in central Moscow for a kErade centre

E————————

as well az the proposed British week in Kiev in 1990;

you could ask about the prospeckts for economic reform, in

the light of your talk with Mr. Gorbachev;

vou might also mention the nationalities issus; in a

gympathetic way.

Faller notes by the Foreign Office Eor i all these meeting are

attached.

(C. . POWELL)
14 April 1989




PRIME MINISTER’S VISIT TO LUXEMBOURG, 18 APRIL

PROGRAMME (all times local)

1130

1200
1420
Cc.1l430

1445
Ll
1545
1550=1610
1610-1635
1645
1750

SL2ATH/1

Leave CBECE Forum

To Hortholt by helicopter

Take off from Hortholt

Arrive Luxembourg

After-lunch coffee and audience with the Grand
Duke at the Grand Ducal Palace

"Family Photo"

Flag-raising ceremony at Guldgﬂ_kady Monument
All gather at MFA S

Bilateral with vranitiﬂi

Bilateral with Perez de Cuellar

Séance Académigque at the Municipal Theatre

i mom e e m— r

Viewing of Luxembourg history exhibition

and signing of tha Golden Book of the city of

Luxembourg

Bilateral with Ryzhkov at the Residence
Frepara for didﬁgf

Leave Residence for Chiteau de Bourglinster
Dinner

Leave Bourglinster

Take off

Arrive Heathrow




Governments

Netherlands
Belgium

France

FRG

Austria

tUnited Kingdem

USER

LIST OF GUESTS OF HONOUR

Mr Fuud Lubbers

Mr Wilfried Martens
Mr Michel Rocard

" Mr GJengcher

Mr Franz Vranitzky

Mr= Margaret Thatcher

He H I Eylhkﬂv

International Organisations

United Wations
T
BEMELUX

BENELUX Parlia-
mentary Council

CECD

Council of Eurcpe
(COE)

COE Parliamentary
Assambly

WED

WEU Parliamentary
Assembly

T F
|__:|

Eurcpean
Farliament

European Ceourt
of Justice

Commission

EC Court of

Auditors

Shape

Perez de Cuellar
Manfred Worner
E D J Kruijtbosch

Aly Schroeder

Jaean=-Claude Faye

Marcelino Oreja

Louis Jung

Alfred Cahen

Charles GoOELENS

Mr Ernst-Ginther Broder

Lord FPlumb

Mr Ole Due

Mr Jacques Delors

Mr Marcel Martc

caneral John R Galwvin

PFrime Minister

Frime Minister

Prime Minister

Forelgn

Chanceller

Minlater

Prime Minister

Chairman,

Council

of Ministers

Sacretary

Secretary

Sacretary

President

Secretary

Secretary

FPresident

Secratary

President

FPresident

President

Prasidant

President

President

Ganeral
Ganeral

Ganaral

General

General

Genaral




Luxembourd

Mr Léon Bollendorff president of the Chamber of
Deputies

Jacques F Poos peputy Prime Minister, Ministar
of Foreign Affairs

Pierra Werner Henorary Minister of State
fex-Prime Minister)
Honorary Minister of S5tate

Gaston Thorn
{ex-Prime Minister)

Not in protecsl erder.
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Prime Minister’s wvisit to ILuxembourg: Bilateral
with UN Secretary General

The Prime Minister will have a bilateral with Mr Peregz de
Cuellar during her visit to Luxembourg. She last met him on
23 May 1988 in London. A personality note isz attached.

Namibia

The Prime Minister will wish to express our firm support
for the UN plan for Mamibian independence. The Prime Minister
may wish toTrerall her intervention with Pik Botha in Namibkia
on 1 April, welcome the agreed framework for the return of
SWAPO forces to Angola, and express the hope that this will
place the UN plan firmly back on course. The Prime Minister
might add that we were glad to be able to redeploy our
signallers to man assembly points for SWAPD personnel, and to
help with the UN Secretariat’s urgent need for transport in
Hamibia by providing at short notice over 50 Landrovers and a
dozen trucks for UNTAG. You will obvicusly need an update on
Namibia next week.

Cyprus

The Secretary-General reviewed progress with Vassiliou
and Denktash in New York on 6 April. The Prime Minister may
wish to congratulate him on getting Vassiliou and Denktash to
agrea to keep the talks goling, and to ask if he has achieved
more than buying time. What are the prospects for substantial
progress by the end of May? (The two sides have agreed to
cooperate with the UN in preparing a draft ocutline settlement,
but it is eclear that after 87 hours of talks between the two
Cypriot leaders neither trusts the other’s intentionz.) As
Vassiliou showed in his latest message to the Prime
Minister {on which Perez de Cuellar has been briefed), he
continues to believe that Britain and others can achiave a
settlament for him by means of Turkish leverage on Denktash.
It seems to UF That both sides need Lo make conceseElions.

What are the Secretary-General’s intentions? We have
doubts about involving the Five Permanent Members of the
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Security Council, or the Council as a whole, although we could
support a statement calling on both sides to cooperate with
the Secretary General and to negotiate flexibly. Meanwhile we
remain ready to help the Secretary-General in any way we can.

Drugs Bodies

The Prime Minister might say that we attach high priority
to the UN's drugs work and believe that resources should be
reallocated to this from the UN's Regular Budget. (The Prime
Minister has recently been in correspondence on this with the
coordinator of UN drugs work, Miss Anstee, who visited London
on 16 March for talks with the Home Secretary and Mr Eggar.)
We have agreed to provide two officers for the drugs bodies
for one or two years and are considering what more we can do.
We want a review of the UN drugs bodies aimed at increasing
their cost-effectiveness and are pursuing this with other
interested governments.

Environment

The Frime Minister may wish to say that we fully support
the work of the United Nations Environment Programme. We see
no need for a new international institution, and prefer to
strengthen the existing ones.

Iran/Irag

The Prime Minister may wish te mention Iran/Irag. What
€ the prospects for the expected 20 Aprill? Despite
continuing ceasefire violations, we see no sign of either side
wishing te resume hostilities. The UK (and the rest of the
Five) remain ready to offer support to the UN Secretary-
General wherever needed.

Arab/Israel

The Secretary-General was delighted by the Prime
Minister’s statement in Marrakesh that the Permanent
Five’s support was one of the three things required before
nagotiations can begin. She might confirm that we share his
wish ¥o include thé Middle East on the Five’s agenda. But
thera is a difference between informal discussions among the
Five designed to help the peace process forward and active
preparations for an internaticnal conference. The traffic,
especially in Israel but also in Washington, will not stand
these yet. Any attempt to stimulate formal activity by the UN
will encounter American opposition, and revive
traditional Israeli fears of being arraigned before the UN
"Court". For the same reason we are opposed to the (Soviet)
idea of appointing a new Special Representative, which in any
case is a recipe for failure. The Secretary-General should
keep the threads in his own handsfor the moment. The aim
should be to produce a situation in which an internaticnal
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conference, with Five Power participation, would seem the only
logical way to carry negotiations forward. We shall

continue to encourage the Americans (as no doubt he will) to
sea the virtues of informal talks among the Five, and with the
Secretary-General, as a support mechanism for US activity.
This does not mean that the Security Council should be gagged
if there is an outrage (from one side or the other) in the
Occupied Territories or if the already wretched situation in
Lebanon continues to deteriorate further.

Central America

The Secretary-Genaral may mention the proposed UN
security verification group for Central America (ONUCA), which
he expects to bring to the Security Council in May. The Prime
Minister could confirm that we see no ocbjection to the force
as presently envisaged (ie 160-200 men, drawn from Canada,
Spalin and the FRG). But US concerns on mandate and
effectiveness must be given proper consideration.

The Secretary-Ceneral might also mention the separate
Central American request for UN verification of Nicaragua's
election process. The Secretariat is considering this, but is
concarned about likely US attitudes. We do not oppose the
idea in principle, but would want to see detalled proposals
before going further.

I am copying this letter to Trevor Woolley (Cabinet
cffice) .

INA_

(J 5 Wall)
Private Secretary

C D Powell Esg
10 Downing Street
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PEREZ DE CUELLAR, JAVIER

Secretary-General of the United Nations since | January 1982

Peruvian. Bom 1920 in Lima. Graduated from the Law Faculty of the Catholic University,
Lima in 1943, Joined the Peruvian Diplomatic Service in 1944 and was a member of the Peruvian
delegation to the first session of the General Assembly in 1946. Subsequently served in the
Peruvian Embassies in Paris, London, La Paz and Rio.

1961-64; Ministry of External Relations, Lima (successively Director of Administration,
Director of Protocal and Political Director).

1964-66: Ambassador in Beme.
1966-69: Sacretary-General (ie PUS) of the Ministry of Extemal Relations, Lima,
1969-71; Ambassador in Moscow [and concurrently Warsaw).

1971-75; Permanent Representative at the UN (President of the Security Council during the
1974 Cyprus crisis).

October 1975-December 1977: Secretary-General's Special Representative in Cyprus.
December 1977-February 1979: Ambassador in Caracas.
February 1979: appointed UN Under-Secretary-General for Special Political Affairs.

He was additionally appointed the Secretary-General's Personal Representative for
Afghanistan in 1980 and also represented the Secretary-General at the Rhodesian independence
elections. He resigned as Under-Secretary General on 31 May 1981, but remained Waldheim's
Personal Representative for Afghanistan. He was then nominated as Ambassador in Brasilia but his
appointment became a political issue in the Peruvian Parliament, where the Senate rejected it on the
grounds that he had continued in office as Secretary-General at the Foreign Ministry when
President Belaunde was overthrown by Velasco in a military coup in October 1968 and had been
present at the swearing-in ceremony of Velasco and his government. He finally left the active
service of the Peruvian government in October 1981,

In the 1981 contest for the Secretary-Generalship of the United Nations, the only declared
candidates initially were Kurt Waldheim and Salim Salim (Foreign Minister of Tanzania). The
Peruvian govemnment lobbied intensively for Perez de Cuellar as a compromise candidate in the
event of deadlock berween Waldheim and Salim, but Perez de Cucllar humself stayed quictly in his
tent outside Lima, a tactic which won him points over the other potential compromise candidates
who were visible and active in New York, When Waldheim and Salim finally agreed to withdraw
from the contest, and thus made way for new candidates, the Russians immediately made clear that
Percz de Cuellar was the only one of the lamer whom they were prepared to accept. (He had been
largely responsible for the improvement in relations with the Soviet Union after the Velasco coup
and was Peru's first Ambassador in Moscow.) In the subsequent ballot in the Security Council he
received the necessary nine votes and no vetoes. In 1986 he was re-elected for a second term by

unanimous vote of the Security Council, with the backing of all 5 permament members.

7:3
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Perez de Cuellar 15 an exceedingly able diplomat, self-effacing and modest. Unlike his
predecessor as Secretary-General, he shuns the limelight and thinks hard and carefully before
acting. He regards his service in London and Paris as his formative years and professes special
admiration for the institutions and wraditions of the UK; he is always eager to visit London and did
s0 most recently in May 1988, when he saw the Prime Minister. He played a.central role in
artempts to negotiate a peaceful solution to the Falklands crisis in the first half of 1982, He brought
considerable professionalism and skill to this thankless tack and was scrupulously impartial. [t was
not his fault that his effons failed.

Perez de Cuellar is conscious both of the delicacy and the potential impornance of his
position. He is almost certainly willing to take a strong stand if it is necessary or if it is likely to
lead to success. In such circumstances he might well be willing to disoblige the Soviets: he is a true
Democrat and distrusts them. Moreover, he wishes to make a mark as Secretary-General and to
lzave the office stronger than he received it But he is cautious about being propelled into the firing
line with possible consequent damage to his authoriry.

He speaks perfect French. His English is less good and he does not always understand
what is said, especially in a conversation involving two or more native English speakers. This is a
point to be bome in mind. His spoken English is better but his lack of nuance has frequently let
him down when fielding questions from the media. He underwent heart by-pass surgery in August
1946, and has since seemed in berter health, with more energy and determination.

His first marriage, by which he had two children, ended in divorce. His second wife, is
Marcela Temple de Perez de Cuellar (a Peruvian lady whose father is of British origin) — see

SEparate eniry.
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Prime Minister’s visit to Luxembourqg: Meeting with
Soviet Prime Minister Ryzhkov, 18 April

This will be the Prime Minister’s first mesting with
Ryzhkov since her visit to Moscow in 1987, when they jointly
agreed to aim for a 4 increase in bilateral trade by 1990.
Ryzhkov's principal responsibilities are domestic/ecaonomic.

He rately travels outside the CMEA. But he has had an
invitation to wvisit Britain outstanding sinee 1987 and the
Prime Minister could usefully renew this {pethps suggesting a
vigit later this year). e

Ryzhkov’s star is rising. He is as far as we can tell a
firm supporter of perestroika and seems personally close to
Gorbachev, At the same time he is one of the very few
plausible alternatives to Gorbachev. He put up an impressive
performance when takipg charge of the (generally chaotic)
rescus/reconstruction operation after the Armenian earthguake.
The Prime Minister might mention this, the planned schocl, and
add that British companies remain keen to offer their
expertise {on a commercial basis) to help with reconstruction
in Armenia.

The Prime Minister might also underline our wview of the
success of Mr Gorbachev's visit.

e —

The Prime Minister could mention the British week in Kiev

in 1990 and our hope that the authorities can agree that It be

in"June: She could invite Mr Ryzhkov to visit it and say that
she hopes to go herself. =

For the rest, the Prime Minister might concentrate on
trade, management training and economic reform.

On trade, a British Month invelving 200 British companies
was opened in Moscow on 11 April by Mr Parkinson. The Prime
Minister could =ay that this underlines the UK’s commitment to
increasing bilateral trade, which was alsc an important theme
during the Gorbachev visit - contracts worth scme £150 millicn
were signed and more are in the pipeline. But there is still
a long way te go before the agreed 40% target is met. The
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Trade Month will be followed by visits by Sir Trevor
Holdsworth (CBI) in May and Lord Young in June. We are doing
all we can to give new impetus to bilateral trade, including
forming consortia. But more major projects need to be awarded
to British companies with competitive bids if the increasing
\trade imbalance is to be redressed. The proposed British
Trade Centre in Moscow is also important. We welcome

Mr Gorbachev’s statement to senior businessmen during his
visit to London that such a Centre is "essential”. We hope
early agreement c¢an be reached on a suitably central and
prestigous site.

On management training, the Prime Minister could
underline the importance of reinforced management skills if
economic reforms are to be introduced succeassfully and
individuals are to run enterprises effectively, free from
central interference. We are providing help (Leondon Business
Scheol course this month) and planning more in the future.
British companies and business schools themselves are also
enthusiastic (eg Rank Xerox are putting in £50,000 next year).
But the Prime Minister could also encourage Mr Ryzhkov to
allocate some of the Russiana’ own hard currency to such
training: know-how, not just new technology, is the key if
pereatroika is to deliver the goods. Buying consultancy
expertise where Britain has a lot to offer, is alsoc a good
investment.

Finally, the Prime Minister could follow up her
discussions with Mr Gorbachev on the wider prospects for
economic reform and the potential role of joint ventures,
special economic zones and similar ideas designed toc invelve
Western companies in the process of perestroika. She might
ask Ryzhkov (who has been involved in consideration of the
Sorcs proposals) how this process is developing in general and
whether foreign companies now show signs of beipg willing to
invest ifi the Soviet Union on a large scale. Recalling
Mr Gorbachev’s concern about not Erying to do too much too
soon, she could ask Ryzhkov about plans to tackle inflation
and the budget deficit (spending on major investment projects
is already being cut back).

Natlonality problems are looming increasingly large,
following the very serious events In Georgia (about which the
authorities appear increasingly embarrassed). The Prime
Minister will wish to &Vold appearing too interested in a
problem where sensitivities about possible Wastern incitement
are so great, but could ask about the planned Central
Committee plenum on the subject in the summer; and how the
federal structure might be altered.

There is no need to raise human rights in any detail, but
the meeting would be a good opportunity to remind Ryzhkov, as
Prime Minister, of the more liberal legislation which has been
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promised on emigration, freedom of expression, freedom of
conscience, etc: we hope to see it on the statute booka and in
operation scon. This will be a vital step towards a law-based
stata.

I enclose a personality note on Ryzhkov.

I am copying this letter to Trevor Woolley (Cabinet
cffice).

(T 8 Wall)
Private Secretary

C D Fowall Esg
10 Downing Street

CONFIDENTIAL
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Chande,

Prime Minister’s visit to Iuxembourg: Bilateral with
the Austrian Chancellor, 18 April

The Prime Minister will meet Dr Franz Vranitzky at her
reguest during her visit to Luxembourg on 18 April. This will
be at 1550 in the MFA. Vranitzky last met the Prime Minister
on 4 July 1988. We expect that discussion will concentrate on
EC/EFTA matters and Austria‘’s likely EC membership
application. Vranitzky speaks excellent English.

I enclose a blographical note. A scene-setting telegram
from Vienna will follow. Bilateral relations are good, though
conducted in a low key for the moment because of Waldheim.
There are no plans for any high level exchanges before
publication of the MOD Waldheim Review (the timing of which is
being considered by MOD). Vranitzky undarstands the
situation. The Forelgn Secretary met both Vranitzky and Mock
at the CSCE and CFE meetings in Vienna this year.

EC/EFTA/Austria

The main Austrian political parties now seem agreed on an
application for EC accession this summer. This will almost
certainly contain a reservation about Austria‘s neutrality
which Vranitzky has said must be maintained.

We judge that the economic effects for the UK of Austrian
membership would be broadly balanced. But Austria'’s neutrality
could give rise to political difficulties, for example over
the development of Eurcpean Political Cooperation. There
could also be legal difficulties arising from the State
Treaty, which prohibits "political or economic union with
GEFMEny in any form whatscever", but we would not wish to
raise this iIssue with the Austrians.

While welcoming Austria’s interest in EC develcpments,
the Prime Minister might commend the strengthening of EC/EFTA
coo eration. We look forward to pursuing, at a further
Ministerial meeting in the autumn, the desire of EC and EFTA
Ministers on 20 March to deepen and extend the relationship.
The Prime Minister might add that EC members are currently
concentrating on completing the Single Market and are
generally agreed on no further enlargement, at least until
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after 1992. A decision to apply for membership is of course a
matter for Austria. But Austria should take full account of
the political as well as economic cbligations of membership.

If Vranitzky refers to ARustria’s poseible contribution on
East/West relations and European security, the Prime Minister
might refer to the political and economic links which the EC
is already developing with Eastern Eurcpe and the Soviet
Union. The Prime Minister may also wish to ask about Soviet
attitudes towards the implications for auq;;igﬂ_yeuE%EITfﬁ*ﬂf
possible membership of the EC. (The Russians have been
tougher in pFivate than the Austrians like to admit; Soviet
attachment to Austrian nentrality, and locus as a signatory to
the State Treaty, could lead them to claim a droit de regard
over developments in the Community if Austria joined.)

East/West Relations

©n wider East/West relations, Austria’s increasingly
close links with Hungary, in particular, may give them useful
insights. They will have noted recent statements by the
* Boviet leadership which the Hungarians regard as giving
approval to Eheiy reform programme, but we have seen reports
that Gorbachev takes a more cautious line in private.
Vranitzky may have his own views. He would also clearly
welcome an account of Gorbachev’s visit to the UK.

Nationalised i;hustrias

Austrian nationalised industries account for 17% of
industrial employment and 18 f exports. InefficTency and
adding have made them a saVere drain on the economy and the
Austrians have sought help from British firms over
restructuring. The Prime Minister might welcome this.

o

Vranitzky might raise the possibility of Vienna hosting
the International Implementation Agency for a CW convention.
If =0, the Prime Minister might take note but say that our
main prierity is to achieve an effectively verifiable
cenvention and much work remains to be done.

Tarrorism

We have had close cooperation with Austria on counter
terrorism. But their firmness hitherto has shown signs of
wavering. The Prime Minister might therefore thank Vranitzky
for the cooperation but remind him of the continuing threat
from radical Arabs, notably from the PFLP-GC, Libya and Abu

Hidhal.
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Defence Sales

The Frime Minister might say that we are willing to offer
hustria Javelin missiles: although the State Treaty bans the
acquisition of certain types of missiles; W& do Mot FEgard
short-range defensive weapons as falling within these
categories.

I am copying this letter to Trevor Woolley (Cabinet
Office).

{J & Wall)
Private Secretary

C D Powell Esg
10 Downing Street
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VEAHITZEY, DR FRANZ
Federal Chancellor since June 1986. Socialist Party (SP&).

Born 1937. His whole professional careser before becoming
Chancellor was in accounting and banking, including periods
with the Austrian Mational Bank and the Ministry of Finance.
Has good links with the intarnational financial community
including British banks and institutions. A member of the
Austrian Bankers’ Mission to the UE in Cctober 19082,
Appointed Chairman of the Osterreichische Landerbank in
April 1981 after a short periocd as a Deputy Chairman and an
earlier spell (1976-8l) as Deputy Chairman of the largest
state-run bank, the Creditanstalt-Bankverein. Was given the
task of restructuring the Landerbank and rescuing it from
its financial difficulties follawing the collapse of some of
its largest industrial investments. Minister of Finance

Septembear 19%84- June 19%86. Chairman of SPC since May 1988.

Regarded as an gble techngorat rather than a party man,
although he has consistently increased his hold over the

Party in the last year. On the right of the Party (a

financial conservative). Wo political experience prior to

becoming Minister of Finance in 1984.

-
———

Considerable personal popularity, which waz crucial in
winning the 1986 election and in maintaining the SPo
position since, despite a spate of recent scandals affecting
the party. Vranitzky has the image of a lffﬁl—hegded*
ohjective stateaman, guiding hies country through difficult
waters whilst staying to a large degree above party
politics.

The S5P6 is the dominant partner in Coalition with the
conservative 6VP. Vranitzky has shown disapproval at the

“"oppositionist" behaviour of the oVP over major issues, and

T —— e

at the support of its leader, vice Chancellor and Foreign

Minister Alois Mock, for Preaident Waldheim.

= L.o—=
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VYranitzky believea that Waldheim has damaged Austria and
hindered the efficient working of Government. But he has
always observed protocol and has never publicly condamned
Waldheim or called for hi=s resignation.

VYranitzky has been cautiocus and statesmanlike throughout the
debate on the EC issue, and has ensured that the issues were

fully analysed. He is known to be perscnally in favour of

memnbership, and gaip&d_ghg_Eggyﬁl_ﬁpﬁfgigl qi_the Party for

membership at a recent meeting which gave him remarkably
high support and dissclved his left-wing opponents. He
expacts to reguest to open negotiations with the BEC in the

EUMMEL . 1,_ e

Fi

Called on Mrs Thatcher during a private visit to Britain
in July 19B8.

A keen sportsman, a former Austrian National Team Basketball

player.

Married, with two children. Speaks good English.

CONFIDENTIAL
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INFO PRIORITY UKREP BRUSSELS

FRIME MINISTER'S BILATERAL WITH VRANITIKY : LUXEMBCURG : 1B APRIL
STATE OF THE CCALITION

SUMMARY

1. VEANITIKY HAS CONSOLIDATED HIS GRIP, IN GOVERNMENT AND ON THE
SOCIALIST PARTY (SPO). POLITICAL IMNEPTNESS BY THE CONSERVATIVES HAS
HELPED. VRANITZIEY HAS SET THE SOCTALIST SEAL OMN AN EARLY EC
APFLICATION.

DETAIL
2. WYRANITIEY 15 BY FAR THE MWOST SUCCESSFUL POLITICAL FIGURE IN
AUSTRIA TODAY. HIS POLITICAL %EEE"FGDTEDHESS HAS ENSURED THAT THE
SFO HAS REMAINED DOMIMANT IN A BUMPY PERIOD. HE HAS EASILY RIDDEN
OUT A SERIES OF CORRUPTION SCANDALS WHICH HAVE AFFLICTED THE SPO
SINCE LAST AUTUMN AND WHICH HAVE RESULTED IN IMPORTANT RESIGHNATIONS
BY THE Tw0 SP0O CENTRAL SECRETARIES,. BY ONE OF THE PARTY'S MOST
SENIOR MINISTERS AND BY THE (SOCIALIST) SPEAKER OF PARLTAMENT. WITH
THE DEPARTURE OF THE QUOTE KREISKEY GUARD UNQUOTE VRANITIKY SET ABOUT
REFORMING THE PARTY IM HIS OWN IMAGE. SUCCESSORS IN THESE KEY POSTS
ARE YOUNGER, WITH THE MEW PROFESSIONAL IMAGE : AND ABOVE REPROACH IN
THEIE PUBLIC CONDUCT. THE PURFODSEFUL MANMER OF THIS TRANSFDRMATICN
HAS BROUGHT VRANITIKY MUCH ACCLAIM. THE CHAWGES WERE MADE 1IN TIME TO
MINIMISE SOCIALIST LOSS5ES IN PROVINCIAL ELECTIONS IN TIROL, SALZBURG
AND CARINTHIA IN MARCH.

5. BY CONTRABT, THE COALITION PARTMER, THE PEOPLE'S PARTY, WHICH HAS
FRAMED MANY OF THE GOVERNMENT'S BASIC ECONOMIC AND EUROPEAN
POLICIES, HAS MADE A& VERY PUODR SHOWING AND HAS BEEN UMAELE TO

CAPITALISE DN SOCIALIST DIFFICULTIES. IN THE MARCH ELECTIONS, THERE
WERE MAJOR DOVP LOSSES, MOSTLY TO THE SHALL FREEDOM PARTY. THE RESULT
15 A POWER STRUGGLE, CONDUCTED ON THE FRONT PAGES OF THE WATIONAL
DAILIES, IN WHICH VICE CHANCELLOR MOCK, THE PARTY LEADER, HAS COME
UNDER IMTENSE PRESSURE T0 STAND DOWN. ONCE AGAIN, THE SOCIALISTS ARE
PREENING THEMSELVES.

&. WHEN HE BECAME PARTY CHAIRMAN, MANY ON THE LEFT CONSIDERED
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VRANITIKY'S LACK OF PARTY BACKGROUND AND HIS ECONOMIC CONSERVATISM A
MAJOR HIMDRANCE. HE WAS PARTICULARLY OPPOSED OVER THE EC. THE MAIN
LEFTIST CONCERMN WAS FERPETUAL MWEUTRALITY : BUT THERE WERE SIGH3,
TOD, THAT OLDER ELEMENTS FEARED THE LOSS OF AUSTRIAN PROTECTIONISH.
DISCONTENT CAME TO A HEAD IN FEBRUARY AND MARCH WITH & NUWMBER OF
CRITICAL STATEMENTS BY PARTY ELDERS. BUT VRANITIKY EFFECTIVELY
SILENCED THEM AT A WATIOWAL PARTY LEADERSHIP MEETING IN EARLY APRIL
WHEN HIS PROPOSAL TO APPLY FOR EC MEMBERSHIP WAS ADOPTED BY A MARGIN
OF 50 VOTES TO 4. EFFECTIVE OPPOSITION TO EC MEMBERSHIP APPLICATION
WAS THUS EXTINGUISHED.

5, IN THE MONTHS AHEAD, THE COMMUNITY WILL REMAIN THE DOMINANT
FOCUS. THE GOVERNMENT WILL AGREE A COMPREHENSIVE REPORT TO
PARLIAMENT NEXT MONDAY, MAKING A DETAILED CASE FOR MEMBERSHIF,
PARLIAMENTARY APPPROVAL IS EXPECTED BY LATE JUNE, AT WHICH STAGE THE
GOVERNMENT WILL PROCEED WITH THE APPLICATION. I EXPECT VRANITIKY TO
CONTINUE TO HANDLE THE ISSUE WITH HIS USUAL CARE. HE WILL WANT TO
ENSURE THE BEST PRESENTATION OF THE AUSTRIAN CASE BOTH WITHIN
AUSTRIA AND QUTSIDE : TO THE EURDPEAN COMMUNITY COUNTRIES AND,
PARTICULARLY, TO THE SOVIET UNION. OM THE LATTER, VRANITIKY WILL
HAVE 4 BILATERAL WITH RYZHEOV IN LUXEMBOURG NEXT TUESDAY, WHEN HE
HAS SAID HE WILL QUOTE INFORM UNQUOTE THE RUSSIANS ABOUT THE CURRENT
STATE OF PLAY.
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Foreign and Commonwealth Office

CONFIDENTIAL London SWI1A 2AH

13 April 1985

Doa. Chak.,

Prime Minister’s visit to Luxembourg: 18 April

The Prime Minister will represent Britain as one of the
Signatory States to the 1839 Treaty of London which
established Luxembourg as independent of Belgium (notes on the
British role dF¥é at Annex C). Heads of Government of five of
the six other Signatory States will be presant: Martens,
Lubbars, Vranitzky, Rocard and Ryzhkov, together with
repragsentatives of many international organisations (see Annex
A for a full list of participants). We have just heard that
Eaohl will not attend. He may be represented by Genscher. We
shall confirm this as and when we can.

Bilaterals

The Prime Minister will have bjlaterals with Vranitzky,
Perez de Cuellar and Ryzhkov. I am sending separate briefing
letters on each of thesa.

The Grand Duka

On arrival, the Prime Minister will jeoin the other
principal guests over coffee after their lunch with the Grand
Duke. She will have an audience with the Grand Duke at 1430
befora the ’family photo® at 1445. The Grand Duke
{personality note at Annex D) is expected to abdicate before
his seventieth birthday (1991) in favour of hif Bon, Crown
Prince Henri. Grand Duke Jean (addressed as Enﬁ?’ﬁéyal
Highness) is strongly Anglophile: he was educated here, served
in the British Army during the Second World War and is Colonel
of tha Irish Guards.

Links between the Luxembourg and British Royal Families
are close: The Queen has just offered the Crown Prince an
Honorary Commission in the Parachute Rﬂgimegs (although this
is not yet public] and the Duchess of Fent will be a guest of
the Grand Ducal Family in June when she opens the "Britain in
Luxembourg" trade exhibition. The Princess Royal will make a
private visit in August.
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Relations with Luxembourg

The Prime Minister last went to Luxembourg on
21 September 1588, the day after her speech at Bruges. She
last saw Prime Minister Santer at the Rhodes European Council.
At his request, she has also agreed to see him on 15 May in
London. Other recent contacts are listed in Annex E.

The moat promising topics for conversation with
Luxembourg Ministers are:

= Luxembourg’s fast growing banking industry, in which the UK
is a major partner. Lloyds and TSE opened there last year.
The Luxembourgers strongly share our opposition to the EC
withholding tax, since their banks are a traditional haven
for deposits from France, Belgium etc;

Satellite Broadcasting. Britain is ILuxembourg’s biggest
partper. UK firms have bought 9 of the 13 channels so far
offered for sale on_Luxembourg’s Astra TV Satellite
(including Sky TV). We have worked together over the EC
transfrontier broadcasting directive (and Council of Euraope
Convention) to ensure a liberal regime. This has gone well
and is cleosa to settlemeant.

Luxembourqg Internal

Elections are due in June at the same time as the
Euro-elections. Unusually for Luxembourg, the presant
Coalition of the Christian Social Party (led by Santer) and
the Sociallst Party (led by Foreign Minister Poos) has run its
full course. (The opposition are the Democrats headed by
Colette Flesch). HNo cne in Luxembourg is predicting the
outcome of the election but it is unlikely to affect our
bilateral interests. There is a consensus on most major
JEEUEE betwean tha three main parties. = e et

Economic/Trade

The economic indicators are healthy with minimal
unemployment and around 3% growth. Inflaticn is 1 1%. The
steel sector (responsible for 30% of industrial prnduut:ﬂn]
has recovered after fundamental restructuring. But the
Government is determined to diversify the economy, notably
into the financial and broadcasting sectors.

Trade figurea for Belgium and Luxembourg are combined
Overall
this i=s our flfth largast market but Luxemhuurg {pﬂpulaticn
approx 360,000) obviously accounts for a very small share. We
are increasingly encouraging business to treat Luxembourg as a
market in its own right.
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The Prime Minister will be escorted by the Iuxembourg
Arbassador in London, M Jean Wagner, who will be retiring at
the end of May, and by our Ambassador, Mrs Juliet Campbell. M
Wagner will guide the Prime Minister through the programme.

Practical arrangements

As the longest serving Head of Government the Prime
Minister will be first in protocol order among them. She will
leave each event first and arrive last (except for the
Luxembourg Rovals).

The bilaterals with Vranitzky and Parez de Cuellar will
take place in the MFA (as explained In my letter of 23 March).

The meeting with Ryzhkov will be at the Residence (with a
Russian interpreter).

The programme

A programme is attached at Anpex B. The Prime Minister

will be met at the airport by M Wagnef_ﬁhd Mrs Campbell.
Guests to the "Séance Académigue™ (at 1645) will be greeted by
Lydie Wurth-Polfer, Mayor of Luxembourg (who attended the
Prince of Wales’ dinner on 22 March). This session will
include short speeches by M Santer and a leading historian, a

response by Perez de Euellar, muEiEal interludes and a brief
v1d&n ahﬂut Luxembourg. —

Britain has provided material for the history exhibition
{at 1750) including pﬂrtralts from the National Portrait
Gallery (Palmerston), the Royal Collection and the Wellington
Museum, and the English version of the Congress of Vienna
Treaty of 1815. Each VIP will be given a personal tour of the
exhibition and then sign the Gelden Book. The Prime Minister
should leave immediately after the Rnyalg and go to the
Ambaseador’se Residence for her meeting with Ryzhkov. All
Heads of Government (except Kohl’s stand-in) and Perez de
Cuellar will attend the dinner at the Chateau de Bourglinster

I am copying this letter to Trevor Woolley (Cabinet
Office).

*

AA

(T § Wall)
C D Fowell Esqg Private Secretary
10 Downing Street
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THE TREATY OF LONDON: 19 APRIL 1839

After Napoleon‘s defeat in 1815, the Great Powers set up a buffer
gtate incorporating the Netherlands and Belgium, but in 1830
Belgium rebelled against Dutch rule. An armstice was engineered

by the Great PoWers who realised that the only way to avoid war

was to set up an independent and neutral Belgium and selected a

King, Leopold, uncle of Queen Victoria.

Luxembourg remained a sticking point. The Great Powers had given

it to the Netherlands, thE"Eéiéiﬂnﬁ wanted to keep it. The
Netherlands and France mobilised their troops; but a dangerous

situation was defused, largely by Lord Palmerston with his

comnbination of firmness and tact.

The eventual settlement was first signed in 1831, splitting
Lluxembourg between the Netherlands and Bg&ﬁz;;T_Eﬁt it was another
eight years before both sides agreed to this compromise.
lLuxembourg became “ianEEnggt" at this point in the sense that it

was now a near-independent Grand Duchy, linked dynastically to the

Netherlands. The Tuxembourg royal family finally hived off from
the Dutch one in 1912. 1839 came into focus as the key date for

Luxembourg when it was ostentatiously celebrated in 1939 - as a

reminder to Germany of her indepandence.
g e ——

Lord Palmerston was in charge of the negotiations almost
throughout. According to one historian he showed "an unbroken
racord of patience and wisdom™, showing infinite ingenuity in
moving matters forward inch by inch. When he saw an opportunity
to reach partial agreement he would pin it down in a protocol or a

" .
convention before moving on to tackle the next problem (hence his
e - ey - i

nickname "Protocol Palmerston"). Britain’as main interest was a

stable settlement to keep French hands firmly off Antwerp and the
octher Belgilan ports. Palmerston knew when to show flexibility and
when to stand firm and never lost sight of his essential

cbjective: security for Britaimn and a lasting peace in Europe.
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‘IIE ROYAL HIGHNESS THE GRAND DUKE OF LUXEMBOURG, EG (1972)
DOEE QOF NHASSAU, PRINCE OF BOURBON-PARMA

Born 5 January 1921. Eldest son of Charlotte, Grand Duchess of
Luxembourg, and”"Fellix, Prince of Bourbon—-Parma. Acceded 12
November 1964 on the abdication of his Mother.

Educated at Ampleforth (1934-38) and Laval University, Quebec, (Law
and Political Science). Married 9 April 1953 to Princess
Josephine=Charlotte, daughter of the late King Leopold III of
Belgium. &5 children.

In 1940 Prince Jean escaped with the other members of the Royal
Family wvia France, Spain and Portugal to Canada. In 1942 he
returned with his parents to Britain, enlisted and was subsegquently
commissioned in the Irish Guards. After demobilisation in 1946, he
devoted himself to various national interests in preparation for
nis future role as soverelign. 1984 appointed honorary Colonal of
the Irish Guarde on the 40th anniversary of the Normandy Landinge.
1985 nominated Colonel-in-Chief of the Regiment and participated in
Trooping of the Colour ceremonies in his regimental capacity.

Sinca coming to the throne in 1964 the Grand Duke has tackled his
task with energy and devotion and has won the affection of his
peopla. Although his mother spoke Letzeburgesch, he iz the firat
of the dynasty to speak it like a Luxembourger. Like her he
appears to be a devout catRolic. g =

m =t —

His Royal Highness has great charm and has overcome a natural

shyness. He is interested in and well informed about international
affairs. He and the Grand Duchess prefer a country life. Their
recreations include shooting, fishing and skiing. They live in
Luxembourg in a country castle.

His Royal speaks perfect English and frequently wisits Britain. He
is proud of his English education and his connection with the
British Army, which he cultivates actively. Although most
Luxembourgers are found of Britalin, the Grand Duke 1s almast alone
among the leading personalities in being inclined towards British
ways and habits of thought rather than towards France.

He was the guest of Her Majesty at the Garter Ceremony in June
1975. He and The Grand Duchess speak warmly of their State Visit
to Great Britain 1n 1972 and The Queen and the Duke of Edinburgh’s
return visit to Iuxembourg in 1876. He attended the Prince of
Wales’ wedding in 1981.

SL2ATITS3




MRS JULIEH‘{JEEHNE DfATVERGHE) CAMPEELL
Born London 1%35. Guernsey family. Queen’s College, London and

schools in South Africa and Lebanon. Read PPE at Lady Margaret
Hall, Gxford.

Jolned Foreign Office 1957. Brussels (with the UK Delegation to
the Common Market Conference); UK delegation to (SEATO) at Bangkok;
The Hague; 1977: appointed Counsaller (Information) at Paris.

1981: Royal College of Defence Studies. 1982: to Jakarta as
Counsellor. January 1984 to January 1988: Head of Training
Department in the FCO. She took up her present post as Ambassador
to Luxembourg in February 198B.

In 1983 Mrs Campbell (neé Collings) married Professor Alexander
(Elmslie) Campbell, a widower born in 1929. He wag Professor of
American History and Director of American Studies at Birmingham
University from 1972 until 1987. They now live in Oxford.

WAGHER, JEAN

Luxembouryg Ambassador te London, and (non-resident) to Dublin, and
Reykjavik esince 19E86.

Formerly Political Director, MFA; Ambassador to Rome; Secretary
General in the MFA 1981-84. Ambassador to NATO, Belgium and the
Haly Bee 1984-5.

He chaired the Middle East Working Group during the Luxembourg
Presidency in 1980 ard has Become something of a Middle East
expert.

He 1s generally well-informed and hard working. Extrovert and
shrewd, he enjoys being witty. Speaks good English.

Amiable wife and three children.
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WURTH-POLFER, LYDIE

MEP (Democrat ie Conservative). Mayor of the City of
Luxembourg. (Will great guests at the Séance Académique and
accompany to History Exhibition).

Born 1952. Law degree from the University of Grencble. Won
a high personal vote in 1981 communal elections. Shortly
afterwards her father, Camille Polfer, resigned as Mavor of

Luxembourg on grounds of health, and she succeeded him,

becoming at 29 the youngest Mayor of a Community caﬁEEEl
city (so fniTEGIE& in the footsteps of Coleite Flesch, her
political mentor). Re-elected to Chamber of Deputies in
1984 with the second highest wvotes of her party. Become an
KEP in place of Colette Flesch in July 1985.

= e —_— m—

A young, capable, highly intelligent politician with a
bright future. Visited UK as member of NATO Parliamentary

deleqatinn in late 1982 and as a Sponsored Visiter in 1983,

She speaks excellent English and is very friendly. One

daughter born September 1983.




SO —

Vice-President of the Government, Minister of Foreign Affairs,
Foreign Trade and Cooperation, of the Economy, of the Middle
Classes and of the Treasury. (Socialist).

= i
Barn 1937. Educated Lausanne UOniversity. Former civil servant and
journalist. Elected to the Chamber of Deputies in 1974. Minister
of Finance 1976, at the same time becoming a director of the World
Bank, IMF and the EIBE. Led Socialist party in the 1%84 elections,
gained the highest personal vote of all the candidates, and played
a large part in the formation of the cealition with the Christian
Social Party.

His chief interests at the MFA are economic and financial matters.
The Luxembourg Presidency demonstrated his nice ability to mix
patience and authority in the Councils he chaired.

Has written several books on economiec and financlial matters.
Married for the second time. Three children, one of them by the
first marriage.

Speaks good but dull English.

S5ANTER, JACQUES

Minister of State [Prime Minister), Minister of Finance, of
National Development and of the Poste, Telecommunications and
Information Technology. (Christian Social).

Barn 1937, Educated in Strasbourg and Paris (Doctorate in Law) .
Worked as lawyer at the Luxembourg Court of Appaal for 4 years
bafore going inteo politics. Deputy sinca 1974. MEP 1974-79.
Appointed Minister of Labour, Social Security and Finance 1979. He
led the PCS election campaign in 1984 and was invited to form a
government where the Christian Social Party again gained the
highest number of seats.

A devout Catholic, who retains a strong interest in social and
labour affairs. Though a strong performer on EC matters he has
distanced himself and his country from the integrationists. EKeenly
interested in TV/Satellite questions.

Speaks English but prefers French. ©0I visitor to UK (1973).

r —
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Bl LATERAT CONTACTS

1988
21 September

T=10 Novembor

15939
17 April

2=4 June

early August

SL1IAFE/S ]

Prime Minister to Lukembourg

Croewhn Prince Henri led Trade
Mission te London, Birmingham and
Manchester

Chancellor to see Poos (Foreign
Minister and Minlster of the

Ecanomy in the margins of ECOFIN)

Prime Minister Santer to London.
Will see Prime Minister, Secretary
of State, the Chancellor, Mr
Renton, Mr Maude

Duchess of Kent to Luxembourg to
open British food promotion and
"Britain in Luxembourg" commercial

exhbhitian

Princess Royal to attend

International Show Jumping and

Drassage Compatitieon at Mondorf
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INFO PRIORITY EURCPEAN COMMUNLITY POSTS

PRIME MINISTER'S VISIT 70 LUXEMBOURG: 18 APRIL: POLITICAL AND
ECONOMIC ROUND-UP

SUMMARY
1. WITH THE ELECTIONS ONLY 2 MONTHS AWAY THE PROSPECTS ARE
UNCERTAIN, PARTICULARLY FOR SANTER AND THE CHRISTIAN SOCIAL PARTY,
SINGLE ISSUE PARTIES REFLECTING POPULAR WORRIES OVER IMMIGRATION,
I.-_._'_'_
PEMSIONS AND THE ENVIRONMENT COULD WIN SEVERAL SEATS. THE ECONOMY
IS BOOMING BUT THERE ARE SHOALS AHEAD ESPECIALLY IN THE CONTEXT OF

1292,
DETAIL

POLITICAL
2. THE ANNIVERSARY CELEBRATIONS FALL JUST BEFORE THE CAMPAIGN FOR

THE NATIONAL AND EUROPEAN ELECTIONS (DUE ON 18 JUNE) GETS GOING IN
EARNEST. THE PRIME MINISTER WILL FIND SANTER AMD POOS KEEN TO GAIN
POLITICAL MILEAGE FROM THE OCCASION. THEIR CHRISTAIN

SOCIAL/SOCIALIST COALITION LOOKS INCREASINGLY UNLIKELY TO SURVIVE.

3. SANTER, IN PARTICULAR, APPEARS MUCH IN NEED OF A BOOST. DESPITE
A BOOMING ECONOMY AND FEW REALLY SERIOUS POLITICAL PROBLEMS THE VIEW
[S GAINING GROUND - EVEN INSIDE HIS OWN CHRISTIAN SOCIAL PARTY -~
THAT H1S LEADERSHIP LACKS FIRMNESS AND OIRECTION, POOS, WHD LONGS
TO BE LUXEMBOURG'S FIRST SOCIALIST PRIME MINISTER, LOOKS STRONGER,
WHILE COLETTE FLESCH'S OPPOSITION DEMOCRATS ARE FIGHTING 4
DETERMIMNED CAMPAIGN, CRITICISING THE PRESENT GOVERNHENT'S
COMPETENCE,

4. LUXEMBOURG'S NEXT GOVERNMENT WILL INEVITABLY 8E A COALITION
DRAWN FROM THE THREE MAIN PARTIES. BUT THE CAMPAIGN WILL BE MUCH
AFFECTED BY THE UNUSUALLY HIGH NUMBER OF SINGLE ISSUE PARTIES
EXPLEITING POPULAR—WORRTES nu—TﬂﬁT‘ﬁnTrnm ENVIRONMENT AND PENSIONS
SEMI COLON THESE LOOK LIKELY T0 DAMAGE SANTER'S CHRISTIAN SOCIAL
PARTY MORE THAN ITS MAIN RIVALS.

5. FORECASTING THE ELECTION RESULT IS MADE MORE DIFFICULT BY &
REDUCTION IN SEATS FROM &4 TO 60. BUT MOST PEOPLE NOW THINK THAT

PAGE 1
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THE CSF WILL BE THE MAIN LOSERS, WHILE REMAINING THE LARGEST SINGLE
PARTY. THEY COULD WELL FIND THEMSELVES IN OGPPOSITION IF THE OTHER
TWO MAJOR PARTIES CAN AGREE ON A PROGRAMME AND A DIVISION OF THE

SPOILS.

THE ECONOMY

&. THE LUXEMBOURSG ECONOMY IS BOOMING. 1IN THE 5 TEARS OF THE
PRESEMT GOVERNMENT STEEL PRODUCTICN HAS REMAINED STABLE WITH
PRODUCTIVITY RISING. INDUSTRIAL PRODUCTION HAS INCREASEC BY A
THIRD. THE BANKING AND FINANCIAL SERVICES SECTORS CONTINUE THEIR
RAPID EXPANSION. INFLATION AND UNEMPLOYMENT ARE NEGLIGIBLE. THE
BUDGET IS IM BALANCE, THERE IS NO GOVERNMENT DEBT AND TAXES HAVE
BEEN PROGRESSIVELY REDUCED.

. THERE ARE NEVERTHELESS CLOUDS ON THE HORIZON, THE MOST IMMEDIATE
ONES BEING THE COMMUNITY'S PROPOSALS FOR A WITHOLDING TAX ON SAVINGS
AND THE HARMONISATION OF EXCISE DUTIES AND vaT. MORE GENERALLY 1992
15 SEEN AS ‘A MAJOR CHALLENGE WITH, PERHAPS FUR THE FIRST TIME IN AN
£EC CONTEXT, THERE BEING DISADVANTAGES FOR LUXEMBOURG TO SET AGAINST
THE ADVANTAGES. THE GOVERNMENT IS FULLY AWARE OF THE CHALLENGE BUT
HAS ATTRACTED POSSIBLY UNFAIR CRITICISM FOR AN ALLEGED LACK OF
IDEAS. IN THE LONGER TERM THERE IS A GROWING CONCERN AT
LUXEMBOURG'S DEMOGRAPHIC TREND (A MEGATIVE BIRTH RATE): THE SOCIAL
IMPLICATIONS ARE ALREADY BEING FELT IN A GROWING NATIONALISM AND
YENOPHOBIA LINKED TO THE IMCREASING DEPENDENCE ON IMMIGRANT LABOUR
(NOW APPROX 37.5 PER CENT OF THE TOTAL WORK FORCE). COMMUNITY
PROPOSALS TO GIVE OTHER EC NATIONALS THE VOTE IN LOCAL ELECTIONS
TOUCH A PARTICULARLY SORE NERVE.

18 APRIL CELEBRATIONS

§. THE CELEBRATIONS COMMEMORATE A TREATY WHICH, IN ADDITION TO
ESTAELISHING THE COUNTRY'S INDEPENMDENCE, RESULTED IN A SIGNIFICANT
LDSS OF TERRITORY. BUT THERE IS5 NO DOUBTING THE GENERAL PLEASURE
THE CELEBRATIONS WILL REFLECT OR LUXEMBOURG'S GREAT PRIDE IN HAVING
GATHERED SUCH A DISTINGUISHED EF'I;'ILF-| OF STATESMEN TO HELP THEM MARK
THE GCCASION. PRIDE OF PLACE WILL "BE ENJOYED BY THE PRIME MINISTER,
AND NOT ONLY ON GROUNDS OF SENIORITY.

CAMPBELL

FAGE £
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DS(L) 1436
WRX 026/3
Departmental Serles
Wastern European Department

D8 No 2/80
PRIME MINISTER'S VISIT TO LUXEMBOURG 18-1% QCTOBER 1979

(Her Majesty's Ambassador at Luxembourg to the

Secretary of State for Foreign and Commonwaealth
Affairs).

SUMMARY

1. Mra Thatcher visited Luxembourg on 18 and 19 Cotober, and gave the Churchill
Memorial Lectura,. A return visit had been outstanding since M Thorn's visit to
London in April 1975. Wa have had less high level bilateral contact with Luxembourg
than have some of our other partners,

(Paragraphs 1-3)

i The Prime Minister was met by M Werner, and dined privately at the Grand
Ducal Palace before the lecture, which was well attended. In spite of soma
criticism from the Luxembourg laft-wing press, its forthright tone and content

impressed the audience, who appreciated the cholce of Luxembourg for its delivery,
(PFaragraphs 4-6)

3. T8te-a-t8te talks with M Werner next morning dealt mainly with steel, and
with the European Monetary System (on which M Werner expreased the hope that we
would join the exchange rate mechanism soon). Plenary talks covered East/West
relations, defence, the Community Budgest, the Common Agricultural Policy and
energy. On the Budget, the Luxembourg Government and public will have been
impressead by the datermination and energy with which the Prima Minister prasented
our case, Her advocacy of civil nuclear power pleased M Thorn.

(Paragraphs 7-10)

4, Mrs Thatcher was intarviewed by Radio~T818 Luxembourg and hald a joint
prasgs confarance with M Werner, Luxembourgers will have welcomed her remarks
about the role of the smaller Community countries, and the site of the European
Parliament, The press conference was mainly concerned with the Budgeat,
(Paragraphs 11-12)

5. At the concluding lunch, Mrs Thatcher sat between M Werner and M Thorn.
The latter appeared edgy - how long will he stay in Government?.
{Paragraph 13)

6. M Warner's speech expressed appraciation for this first bilateral vigit by a
British Prime Minister sinca 1967, But has it achieved a practical change in
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Luxembourg's attitude to the Budget problem? We shall not know before Dublin,
but they certainly now understand our case clearly. Apart from this, the other
two alms of the visit (to pay bilateral attention to Luxembourg, and to provide a
forum for a major speach on Europe) were amply fulfilled, Personal contact with
M Warner could also be useful in the future, The Luxembourgers were brulsed by
recent french and Garman behaviour, and appreciated the attantion which Mrs
Thatcher devoted to them, I am grateful,

(Paragraphs 14-17)

Luxembourg
29 October 1979

My Lord

j Tha Prime Minister paid a brief official visit to Luxembourg on 18 and 19
October, in the course of which she deliverad the Winston Churchill Meamorial
Lecture on "Europe: the Obligations of Liberty". A copy of the programme and
the text of her Lectura ara enclosed.

2. The originz of this visit go back several vears to the official visit which
Monsieur Gaston Thorn, then Prime Minister of Luxembourg, paid te London in

April 1975. A return visit had been outstanding since that time, and the Luxembourgers
waell understood that a bilateral visit to the smallest of our Community partners

was not likely to ba given very high priority in the planning of British Prime
Ministarial visits, particularly in view of the very high lavel attention paid to

them by The Queen's visit in November 18376, M Thorn nevertheless drew my
attention, soon after my arrival here in 1377, to the paucity of our bilateral

contacts at senlor ministerial level , in marked contrast to the very fraquent

contacts which he maintalned with his French, German, Belgian and ether

Community colleagues at both Foreign Minister and Head of Goverament level.

In a sense, this comparative lack of bilateral contact on our part was underlined,
rather than compensated, by the frequency of British ministerial visits to Luxembourg
at all levels for multilateral Community meetings.

. b It therefore gave conslderable pleasure to the Luxembourg Govarnment, as
it did to myself, to learn in late JTuly that Mra Thatcher had agreed to visit Luxembourg
and to deliver this years' lecture in the series instituted in 1973 as part of
Luxembourg's memorial to har predecassor, Sir Winston Churchill. When I called
on M Plerre Warner (who had by that time succeeded M Thorn as Prime Minister,
following the succass of his Christian Social Party in the June elections) to
deliver this news, he responded anthusiastically and immadiately confirmed his
invitation to the Prime Minister to pay an official visit to Luxembourg as his
guest. After a brief period of negotiation, during which the date first proposed
by ourselves was found to colncide with the Opening of Parliament, [t was agraad
by all concerned that Mrs Thatcher should delivar the Winston Churchill Memorial

CONFIDENTIAL




CONFIDENTIAL

Lacture on the evening of 1B October, and that the main official part of the
programme should take place on the following day.

4, Tha Prime Minlster arrived at Luxembourg Alrpert in the late afternoon of

18 October, accompanled by a small party which included her Private Secretary,
Mr Michael Alexander, her Chief Press Secretary, Mr Henry James, and Mr John
Fretwall , Assistant Under-Sacretary in the Forelgn and Commonwealth Cffice.

M Werner came personally to the aimport for the Prime Minister's arrival (as he

did for her departure on the following day)} and full military honours ware provided,
After M Warner had accompanied Mrs Thatcher to my house, and had stayed for a
brief talk , the Prime Ministar, accompanied by my wife and myself, went to the
Palace for an Informal supper with the Grand Duke. The only others present were
the Grand Duchess and their two younger sons, Prince Jean and Prince Guillaume.
I am told that the original intention had been to invite the Werners and a few other
Luxembourg guests, but that the Grand Duke made the personal decision to receive
Mre Thatcher sn familla. Although this decision must partly have been dictated’
by the pressure of time before the Lecture, members of the Grand Duke's household
have subsequently told me that this almost unprecedented menner of racelving an
official visitor should ba seen as a mark of the admiration and affection which the
Grand Duke (who was educated at Ampleforth and served as a Captaln in the Irish
Guards) feels towards Britain, My wife and I certainly found the dinner, as [
hopa Mrs Thatcher did also, a relaxed occasion, which also gave the Prime Minister
and the Grand Duke an opportunity to exchange views on China, Hong Kong and
Japan , following the visit to all three from which he and the Grand Duchess had
returned only the day befora.

5. Following a short break at my house (during which we learnt that United

Frezs had reported, and subsequently retractad, the news that Mr Brazhnev had
died), the Prime Minister went to the Cercle Municipal to deliver her lacture.
Improbabla though it may seem, the three sponsors of this annual eccasion (the
British-Lixembourg Society, the Ligue Luxembourgeoise des Prisonniers Politiques

ot Daportds and the Association des Anciens Combattants) had initially expressad
doubts about the cholce of venue on the grounds that there could be no guarantes,

on the basis of thelr experience of similar ccecasfons In Luxembourg, that its 520
geats would be filled. My confidence that the demand would greatly excead this
geating capacity was amply justified, and the hall was fllled to capacity, with

more than a hundred extra listensrs sitting in the gallery and standing round the
walls. The Frime Minister spoke for just under an hour, to an audience which
included the Grand Duke and three members of his family, Monzieur and Madame
Wemer and half the Luxembourg Government, several senlor members of the EEC
Institutions resident in Luxembourg and as many members of the British community

as weara able to obtain tickets, To simplify seating arrangements, the sponsors

had agreed with ourselves and the Foraign Ministry that only the front three rows
needed to be reserved by name; this included the dozen or so Ambassadors resident
in Luxembourg, but axcluded Chargés d'Affaires, The newly arrived Soviet Amhbassador
had not yet presented his credentlals, and the unfortunate Soviet Charge, who arrived
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late {(but whose English is not, I think, good enough to have enabled him immediately
to grasp the full impact of tha Prime Minister's remarks on East/West relations)
found himself wedged among thoze standing at one side of the hall. As one of my
colleagues later commented, it would have bean physically impossible for the
Rugsian to stage a diplomatic walk-put, even if he had so decided!,

6. Following the Lecture, tha Prime Minister had kindly agreed toa late

reception at my house, at which she was able to greet personally about 250 of those
who had heard her speak, and to receive a large number of cbviously genuine
compliments on the forthright tone and content of her lecture. Although, as I have
reported to tha Department in my telegram number 2B4, thers has been some implied
criticism in the Socialist press here at what they described as the "arch conservatism"
of the Prime Minister's theme, and some entirely predictable attacks In the Luxembourg
Communist prass on what they saw as the Prime Minlster's rejection of détente, there
18 no doubt that the overwhelming majority of Luxembourgers who heard the Lecture,

or who read the sizeable extracts subsequently printad in the press, were deeply
impressed by the frank and determlned way in which she spoke, and appreciated

the compliment that Luxembourg and the Churchill Memorial Lecture should have

baen chosen for her speech,

T On the morning of 19 October, the Prime Minlster had half an hour's sc-called
téte-a-t8te with M Werner (at which the Luxembourg Ambassador in London, the
Prime Minister's Privata Secretary and mysalf were also present). At this meaeating,
M Werner gave the Prime Minister a brief account of tha problems of the Luxembourg
steel industry, and of the attempts by the Luxembourg Government to attract new
industry here to compensate for the declining Importance of steel in Luxembourg's
gconomy. Tha Prime Minister was able in turn to give M Warner, In response to
his gquestion, an account of the prospects of sterling jolning the exchange rate
mechanism of the European Monetary System - an account which M Werner later
dasked the Prime Minister to repeat to his colleagues in the "plenary™ session of
talke , at which he was joined by his Deputy Prime Minlster and Minister of Forelign
and Economic Affairs, M Thorn, as well as by two junior Ministers for Forelgn

and Financial Affairs, Messrs Helminger and Muhlen, in addition to several officials,
M Werner will have been pleased to hear that, as the Prime Minister later put it

at her prass conference, it was the Government's "ultimate objective" to joiln; his
long exXperience In finance will have made him readier to understand the reasons
advanced by the Prime Minister - the continuing dismantling of exchange controle,
and the uncertain effact of oll prices on sterling parity - for our lnability to join
immediately. M Werner nevertheless made It very clear that Luxembourg, and our
other Community partners, would very much walcome our jolning as soon 45 we
could.,

8. The plenary talks, for which an hour had been allowed in the programme,
also re-covered much of the ground dealt with in the Prime Minister's lectura of
the previoue evening. On East/Wast relations and defence, the Prime Minister
argued that the West should respond firmly to Mr Brezhnev's recent speech, and
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that the deterrent capabllity of the Alllance should be kept affective at every level.
M Wemer, who is cautious by temperament, and whom my American colleague has
found markedly more reticent about Luxembourg' s defance relationghip with the
United States than his predecessor, M Thorn, acknowledged the nead to maintain
the link with the United States, but argued that the West should try to put the ball
back In Mr Brezhnev's court, and should tell him that the West would proceed with
the modernisation of its forces unless the Soviet Government produced measures of
genuine disarmament.

- o CUn the question of our contribution to the Community Budget, the Frime
Minister had already set forth the Government's position publicly and forcefully
during her lecture on the previous evening, and neither M Werner nor his colleaguoes
can have been left in any doubt - if any doubt still remalned - about the strength
of the British Government's views on this question, or about the Frime Minister's
detaermination to see 3 solution reached at the Dublin Summit next moath, In their
response, both M Werner and M Thorn acknowledged the reality of the problem,

and agreed that some comrective mechanism would have to be found, though they
expressed predictable concern that any such mechanism should be fully compatible
with the bagic philosophy of the Treaties, They also argued, as they have before,
that the advantages of Community membership could not, and should not, be
measurad only in gquantifiable receipts and contributions. MM Thorn was also anxious
that any corrective mechanism should be subject to & clear time limit.

10. This discussion led on to & suggestion by M Werner that a longer term
solution to the problem of the Community Budget, and to the disproportionate share
of tha Budget devoted to the Common Agricultural Palicy , might lie in the United
Kingdom , with its special position as a major producer of both coal and ofl , taking
a lead in developing a Community Energy Policy, just as the French had played a
major role - from thelir respective position of strength - in develeping the Common
Agricultural Policy (8 Policy which M Thorn admitted to have been strongly advantageous
to Luxembourg , whatever 1t3 anomalies, when he described it as "ridiculous but
good”). This led in turn to a discussion on tha possibilities of developing civil
nuclear power, a subject of some political sensitivity in Luxembourg, given the
declsion to shelve plans for & civil nuclear power statlon during the life of this
Parliament, following vociferous opposition from environmentalists and from the
Soclalist Party. M Thorn made no attempt to conceal his delight at Mrs Thatcher's
powerful advocacy of the need for nuclear power, commenting at this polnt in the
discussion: "if you were a Lixembourg politician I would be voting for youl” .,

1 Aftar tha plenary talks, the Prime Minister went to the studios of Radio-TElé
Luxambourg , where she had agreed to be Intarviewed by four correspondents of

RTL's different television and radio stations covering a wide audlence ln Luxembourg,
France, Germany and the United Kingdom. The transcript of the questions and
angswers, which RTL estimate to have bean heard by an audience of some 40 million
listaners and viewars, is enclosed., RTL themselves were awara that the Prime
Minister had never granted a gimilar intarview abroad bafore, and were wvery

grateful for this exception made in their favour, For thelr Luxembourg audience,
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perhaps the most significant of the Prime Minister's replies were those in which she
emphasised the role which the smaller countries ean play in the Community (carrying
with It tha implication that the Presidency should continue to rotate among the Mine
as at present); and her categoric statement - later repeated at her press conference
with M Werner - that she had no wish toc change the present situation over the sita
of the European Parliament,

12, The press conference, which was held, at M Werner's suggestion, jointly
with him in the Cabinet Room, was mainly remarkable for the persistent guestioning
by the BBC and Dally Telegraph corraspondents on the Community Budgat: the
Luxembourg journalists asked very few questions, possibly deterred by the need to
speak English (though the Luxembourg Government Spokesman later confessed to tha
cynical view that Luxembourg correspondents are too lazy to ask quastions to which
they have to write down the answers), Nevertheless, the press conference provided
the Prime Minister with a further opportunity to express her views on the Community
Budget, and to explain publicly the Government's position on the Europaan Monatary
System,

13, The last item on the programme was a lunch, of Luxembourg proportions,
hosted by M Werner at the Chateau de Senningen, some 10 miles out of the clity,
at which most senior members of the Government and publie service were preasent,
as well as seniler members of the British international community. Seated as she
was between them both, the Prime Minister will , I hope, havea found the lunch 4
useful opportunity to get to know both M Werner and M Thorn better, But to those

of us who see them both frequently, this was an occasion on which the straine
between M Werner and his Deputy were sadly evident; M Thorn, in particular,
seemed i1l at ease and edgy. I found sevaral pecple, after the lunch, indulging
again in Luxembourg's favourite current speculation - how long will Gaston remain
in Government 7

14, In his speech after lunch, M Werner axpressed warm appreciation for this
first bilateral visit by a British Prime Minister since 1967. He referrad to the strong
support which Luxembourg (under hiz own Prime Minster) had given to British
membership of the Community, and expressed the view that "discussions in the
United Kingdom on the principle and the conditions of membership” had somewhat
prevented Luxembourg's hopes for progress in the Community from being fulfilled,

In a clear reference to Luxembourg fears about a "directolire™ of the larger members
of the Community, he argued that the spirit of the Community would not tolerate the
emergence of "a new kind of internal power politice" within the organisation, He

al so expressed the view that the Community's difficulties and strains should aot be
over-emphasised, arguing (as he had in the plenary talks) that the asset which the
Community represented for all {ts members was "only partly translatabla into figures"™

15, The last polnt leads inevitably to the question: "has the Prime Minister's

visit led to any practical change in Luxembourg's attitude towards the problem of
the Community Budget?". The answer is that we shall not know for certain until
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the Dublin Summit, and that, in real terms, perhaps Luxembourg's attitude does not
matter very much, But I have no doubt at all that the Prime Minlstar's visit will have
brought home very clearly, both to the Luxembourg Government and to the Luxembourg
public at large, not only cur wish to make the Community a success but algo the
reality of our problem with the Budget, and our determination to see the problem
solved. Luxembourg's ability to help us over the problem should not, of course,

be exaggerated; but I believe that the very clear appreciation which they must now

have of our attitude towards it can only be of benefit, when Luxembourg representatives
come to discuss the problem, whethar among the Nine or among the more restricted
councils of Benelux.

16, In other respects, I have no hesitation in pronouncing the Prime Minister's
vigit an vngualified success. In hig despatch of 6 July, reporting on Mrs Thatcher's
vigit to Australia , Sir Donald Tebbit referred to the besetting temptation for Heads

of Mission to hall any and all visits by their own Heads of Government an outstanding
success. Hut if, as [ see them, the three aims of the Prime Minister's visit to
Luxambourg this month were first, to show high-level bllateral attention to the
smallest of our Community partners; secondly, to provide a forum for a major policy
speach:; and thirdly, to present publicly our case on the Community Budget - than

all three aims were fully achieved. If, in addition, the Prime Minister was able

to establish a personal rapport with M Werner, I balieve that this could ba of
benefit to us in the future. [ am conscious of another besetting temptation for
Ambagsadors - to exaggerate the importance of their cllents, But I do balieve that
thers may well be occasions when it will be useful for the Prime Milnister to maintain
personal contact with M Werner - as their French and German colleagues do - and

I hope that this visit will have made such contact sasier,

17. As | reported to the Department in July, Mrs Thatcher's agreement to visit
Luxembourg came at & time when Luxembourgers were feeling somewhat bruised by
the treatment they had received at the hands of both the Garmans and the French

over the election to the Presidency and Vice-Presidencies of the European Pariament,
and there have been other more recent occaslons when they have felt lgnored or
slighted by their two large nelghbours, Many Luxembourgers [ have spoken to were
very appreciative of the fact that the Prime Minister decided to devote 24 hours

of a very busy pariod of the year to Luxembourg, and to give a lecture in memory

of a man whom many Luxembourgers still venerate as one of the principal restorers

of thelr Independence and liberty. In terms of its impact on Luxembourg, and the
welcome boost it will have given to our bilateral relations, the visit was an outstanding
success, and [am most grateful to the Prime Minister for this,

18. I am sending coples of this despatch, without enclosurag, to Her Maje sty's
Ambassadors in Community Posts, and to the United Kingdom Permanent Representatives
to the Europsan Communities and to the North Atlantic Couneil,

Lam, My Lord
Yours faithfully

Patricia Wright

7
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FRIME MINISTER'S VISIT TO IUXEMBOURG 18 - 19 OCTOEER 1999

SUMMARY

4 lirs Thatcher visited Luxembourg on 18 and 19 October, and
gave the Churchill Memorial Iecture. A return visit had been

outstanding since M Thorn's visit to London in April 1975. We

have had less high level bilateral contact with Iuxembourg

than have some of our other partners. (Paras 1 - 3).

2. The Frime Minister was met by M Werner, and dined privately

at the Grand Ducal Palace before the lecture, which was well
attended. In spite of some eriticism from the Luxembourg left-wing
press, i%s forthright tode end content impressed the audience,

who appreciated the choice of Luxembourg for its delivery. (Paras 4 - &)

%«  Tlte-d-tote talks with M Werner next morning dealt mainly with
steel, and with the European Monetary Bystem (on wﬁ}cﬁ;ﬂ Werner
expressed the hope that we would join the exnhangaf;zzglniam BOGCT ) .
Flenary talks covered East/West relations, defence, the Commmnity
Budget, the Common Agricultural Poliey and anergy. OUn the Budget,
the Inxembourg Government snd publie will have been impressed by

Ghe determination and energy with which the Prime Minister presented
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our caga. Her adveocacy of eivil muclear power pleased M Thorn.

({Paras 7 = 10).

&4, firs Thatcher was interviewsd by Radio-T&1& Inxembourg and held
a joint press eonference with M Werner. Iuxembourgers will have
welcomed her remarks about the role of the smallep Community

countries, and the site of the Buropesan Parliament. The prese

conference was mainly concerned with the Budget. (Faras 11 - 12).

D At the concluding lunech, Mrs Thatcher sat between M Werner
and I Thorn. The latter sppesred edgy - how loog will he stay in

Govermrment? (Fera 13).

B M Werner's speech expressed appreciation for this first
bilateral visit by a British Prime Minister since 1967. But

has it achieved a prectical change in Luxembourg's attitude

to the Budget problem? We shall not know befors Dublin, but
they certainly now understand cur casa elearly. Apart from

this, the other two aims of the vigit {to pay bilsteral attention
to Iuxembourg, and to provide a forum for a major speech on
Europe) were amply fulfilled. Personsl contact with M Werner
could also be useful in the futura. Tha Luxembourgers werse
bruised by recent French and German behaviour, and appreciated
the attention which Mrs Thatcher devoted to them, I am grateful.
(Paras 14 - 17).
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BRITISH EMBASEY,
LUXEMBOURG.,

29 October 1979
The Right Honoursble

The Lord Carrington KCMG MG
LOWDON

My Lord

The Frime !Minister paid a brief official wisit to Iuxembourg
on 18 and 1% October, in the course of which she delivered the
« Winston Churchill Memorial Lecture on "Europe: the Obligations of
Livarty". A copy of the programme and the Text of her Lecture

are enclosed.

Ca The origins of this visit go back seversl ¥years to the offiecial
vigit whieh Monsieur Gaston Thorn, then Prime Minister of Iuxewmbourg,
paid fo Londen in April 197%. A return visit had been outstanding
since that time, and the Iuxembourgers well understood that a
bilateral visit to the smaellest of our Community pertners was not
likely %o be given very high priority in the planning of British
Prime Ministerial visits, particularly in view of the very high
level attention paid to them by The Queen's vwisit in November 1976.
M Thorn nevertheless drew my attention, soon after my arrival here
in 1977, to the peaucity of our bilateral contacts af senior
ministerial level, in marked contrast to the very Irequent contacts

which he maintained with his French, German, Belgian and other

Community colleagues et both Foreign Minister and Head of Goverumeut

level. In s sense, this comparative lack of bilateral contact

on our part was underlined, rather than compensated, by tha
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frequency of British ministerial wvisits to Luxembourg at all lewvels

for multilateral Compunity meetings.

e It therefore gave considerable pleasure to the Iuxembourg
Government, as it did to myself, to learn in late July that

lMrg Thatcher had agreed to visit Iuxembourg and to deliver this
vyear's lecture in the series instituted in 1992 as part of ILuxembourg's
memorial to her pradecessor, Sir Winston Churchill, Whean L

ealled on M Pierre Werner (who had by that time succesdad M Thorn
ag Prime Minister, following the successa of his Christian Gocial
Party in the June elections) to deliver this news, he responded
enthusiastically and immediately confirmed his invitation to the
Prime Minister to pay an official visit to Iuxembourg as his guest.
After a brief period of negotiation, duriog whiech the date first

proposed by ourselves was found to cincide with the Opening of

Parliament; it was agreed by all concerned that Mra Thateher

should deliver the Winston Churchill Memorial Lecture on the
evening of 18 October, and that the main official part of the

programme should teke place on the following dey.

i, The Prime Minister arrived st Imxembourg Airport in the
late afterncon of 18 October, sccompanied by a small party
which ineluded her Private GSecretary, ITr Michael Alexander,

her Chief Press Seeretary, Mr Henry James, and Mr John Fretwell,

Apsigtant Under-Seeretary in the Foreign and Commonwealth Office.

/I Werner
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M Werner came perscnally to the airport for the Prime Minister's
arrival (as he did for her departure on the following day) and
full military honours were provided. After M Werner had
accompanied Mrs Thatcher to my house, and had steyed for a brief
talk, the Frime Minister, sccomparnied by my wife and myself,
went to the Palace for anm informal supper with the Grand Tuke.
The only otherspresent were the Grand Duchess and their two
younger sons, Prince Jean and Prince Guillsume., I am told that
the originl intention had been to invite the Werners and a few

other laxembourg guests, but that the Grand Duke made the personal

decision to receive Mrs Thatcher en famille. Although this

decision must partly have been dictated by the pressure of time
before the Lecture, members of the Grand Duke's houmehold have
subsequently told me that this almost unprecedented manner of
receiving an offiecial wisitor should be geen as a mark of the
admiration and affection which the Grand Duke (who was aducated
at Ampleforth and served as a Captain in the Irish Guards) feels
towards Britain. My wife and I certainly found the dinner, as I
hope VMrs Thatcher did also, & relaxed occasion, which also gave
the Prime Minister and the Grand Duke an opportunity to exchange
views on China, Hong Kong and Japan, following the visit 'to all
three from whieh he end the Grand Duchess had returned only the

d-ﬂ:j" bafore.

/5. Tollowing
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s Following a short bresk et my house (during which we learnt
that United Press had reported, and subsequently retracted, the
news that Mr Brezhnev had died), the Prime Minister wemt to the
Cercle Maonieipal to deliver her lecture. Improbeble tThough it may
seam, the three sponsors of this anmual occasion (the British-
Inxembourg Society, the Iigue Iuxembourgeocise des Prisonniers
Politiques et Déportés and the Association des Anciens Combattants)

had initially expressed doubts about the choice of venue on the

grounds that there could be no guarantee, on the basia of their

exparience of similar occasions in Tuxembourg, that its 520 seata wonld
be filled. My confidence that the demend would greatly exceed this
peating capacity was amply justified, and the hall was filled to
capaeity, ¥With more than a hundred extra listeners sitting in the
pallery snd stsnding round the walls. The Prime Minister spoke for
just under an hour, to sn audience which included the Grand Duke

and three members of his family,; Monsieur and Madame Werner and half
the Iuxembourg Government, several senior members of the EEC
Institutione resident in Iunxembourg and as many members of the
British community as were able to obtain tickets. To simplify
seating srrangements, the sponsors had agreed with ourselves and

the Foreign Ministry that only the front three rows needed to be
reserved by name; this included the dozen or so Ambassadors resident
in Imxembourg, but excluded Chargés d'Affaires. The newly arrived
Soviet Ambassador had not yet presented his eredentials, and the
unfortunate Boviet Chargh, who arrived late (but whose Epglish is

not, I think, good enough to have ensble him immediately to grasp

Sthe
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the full impact of the Prime Minister's remarks on East/West

relations) found himself wedged among those standing at one side
nf the hall. As one of my colleagues later commented, it would
have been physically impossible for the Byssian to astage a

diplomatic walk-out, even if he had so decided!

B Following the Lecture, the Prime Minister had kindly asgreesd
to a late reception at my house, at which she was sble to greet
personally about 250 of those who hed hesrd her speak, and to
reccivg a large number of obviously gemnuine compliments on the
forthright tone and content of her lecture. Although, as I

have reported to the Department in my telegram number 284, there
has been some implied criticism in the Socialist press here

at what they described as the "arch conservatism" of the Prine
tiinister's theme, and some entirely predictable attacks in

the Luxembourg Communist press on what they saw as the Prime
Minister's rejection of d&tente, there is no doubt that the
overwnelming majority of laxembourgers who heard the Iecture,

or who read the sizeable extracts subsequently printed in the
preas, were deeply impressed by the frank and determined way in
which she spoke, and appreciated the compliment that Inxembourg
and the Churchill Memorial Lecture should have been chosen for

her speech.
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T On the morning of 19 October, the Prime Minister had half

an hour's so-called téte-d-t&te with M Werner (at which the
Iuxembourg Ambassador in London, the Prime Minister's Private
Becretary and myself were also present). At this meeting,

M Werner gave the Prime Minister a brief account of the problems
of the Luxembourg steel industry, and of the attempte by the
Iuxembourg Government to attract new industry here to compensate
for the declining importance of steel in Luxembourg's economy.
The Prime HMinister was able in turn to give IN Werner, in response
to his question, an sccount of the prospects of sterling joining
the exchange rate mechanism of the BEuropean Monetary System -

an account which M Werner later asked the Prime Minister to
repeat to his colleagues in the "plenary" session of talks, at
whieh he was joined by his Deputy Prime Minister snd Minister of
Foreign and Economiec Affairs, M Thorn, as well as by two Judor
Ministers for Foreign and Financial Affeirs, Messrs Helminger and
fluhlen, in addition to several officials. M Werner will have heen
pleased to hear that, as the Prime Minister later put it at her
press conference, it was the Govermment's "ultimate objective" to
join; his long experience in finance will have made him resdiar
to understand the reasons advanced by the Prime Minister - the
continmuing dismantling of exchange controla, end the uncertain
effect of oil prices on sterling parity = for our inability to
Join immedistely. M Werner nevertheless made it very clear that
LIuxembourg, and our other Community partners, would very much

walcome our Joining as soon as we could.
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8. The plenary talks, for whieh an hour had been allowed in the
programme, also re-covered much of the ground dealt with in the
Prime Minister's lecture of the previous evening. On East/West
relations snd defence, the Prime Minister argued that the West
should respond firmly to Mr Brezhnev's recent speech, and that the
deterrent cepability of the Alliance should be kept effective

at avery level. M Werner, who is cautious by temperament, and whom
mv American colleague has found markedly more reticent about
Tnxemhourg's defence relationship with the United States than his
predeceasor, M Thorn, acknowledged the need %o malntain the link
with the United States, but srgued that the West should try to put
the ball back in Mr Brezhnev's court, and should tell him that the
West would proceed with the modernisation of its forces unleas the

Soviet Government produced measures of genuine disarmament.

9., On the question of our contribution o the Commpunity Budget,

the Prime Minister had already set forth the Government's position
publiecly and forcefully during her lecture on the previous evening,
and neither M Werner nor his colleagues can have been left in sny
doubt - if any doubt still remained - about the strength of the
Aritish Government's views on this guestion, or about the Prime
Minister's determination to see a solution 'resched at the Dublin
summit next month. In their response, both M Wermer and IM Thorn

acknowledged the reality of the provlem, and agreed that some

Joorrective
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corrective mechanism would have to be found, though they expressed
predietable concern that any such mechanism should ba fully
compatible with the basic philosophy of the Treaties. They also
argued, as they have before, that the advantages of Community
membership could not, and shounld not, be measured only in
quantifiable receipts and contributions. M Thorn wes also anxious
that any corrective mechanism should be subject to a clesr time

limit, =

10, This discussion led on to a suggestion by M Werner that

a longer term solution to the problem of the Community Budget,

and to the disproportionate share of the Budget devoted teo the
Common Agricultural Poliey, might lie in the United Fingdom, with
Lts special peosition as a major producer of both cosl and oil,
taking a lead in developing a Community Energy Foliey, just as

the French had played a major role = from their respective poeition
of strength - in developing the Common Agricultural Policy (a
Folicy which M Thorn admitted to have been strongly sdvantagecus
to Imxembourg, whatever ites anomalies, when he deseribed it as
"ridieulous but goed"). This led in turn to a discussion on the
poasibilities of developing eivil nuelesr powser, a subject of some

political sensitivity in Iunxembourg, given the decision te shelve

plans for a eivil nuelear power station during the life of this

rarliament, following vociferous opposition from environmentalists

Jand
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and from the Socialist Party. M Thorn made no sttempt to econceal
hia delight at Mrs Thatcher's powerful advocacy of the need for

muclear power, commenting at this point in the discussion: "if you

were a Iuxembourg politician I would be voting for youl"

1Ll After the penary talks, the Prime Minister went to the studios
of Radio-T&1l& Iuxembourg, where she had agreed to be interviewed by
four correspondents of HTL's different television and radio stations
covering a wide audience in Iuxembourg, France, Germany and the
United Eingdom. The tr&nqcript of the questions and answers, which
RTL egtimate to have been heard by an audience of zome 40 million
listeners and viewers, ig enclosed. ETL themselves were aware that
Lhe Prime Minister had never granted a similar interviaw abroad
before, and were very grateful for this exception made in their
favour., For their Inxembourg audience, perhaps the most significant
of the Prime Minister's replies were those in which she emphasised
the role which the smaller countries can play in the Community
(earrying with it the implication that the Presidemcy should continue
to rotate among the Nine as at present); and her categorie statement
- later repeated at her press conference with M Werner - that sghe
had no wish to change the present situation over the site of the

Buropean Parliament.

i7. The preass conference, which was held, at I Werner's suggestion,

Jointly with him in the Cabinet Hoom, was mainly remarkable for

Jthe
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the persistent gquestioning by the BBC and Daily Telegraph
correspondents on the Community Budget; the Luxembourg

Journalists asked very few guestions, pogsibly deterred

by the need to spesk English (though the Luxembourg Goverrment
opokesman later confessed %o the cyniecal view that Iuxembourg
correspondents are too lazy to ask gquestioms to which they

have to write down the answers). Neverthelesa, the press oonference
provided the Frime Minister with s further opportunity to express

her views on the Community Budget, and to explain publiely the

Government's position on the European Monetary System.

13. The last item on the programme was a lunch, of Iuxembourg

proportions, hosted by M Werper at the ChAteau de Benningen,

some 10 miles out of the city, at which most senlor members

of the Govermment and publie gervice were present, as well as
genior members of the British international community. BSeated

a8 she was between them both, the Prime Miniater will, I hope,

have found the lunch a useful epportunity to get te ¥now both

M Werner and M Thorn better. But to these of us who see them

both frequently, thiswas an ocecasion on which the strains between
Fl Werner and his Deputy were sadly evident; M Thorn, in partieunlar,
geemed i1l at ease and edgy. I found several people, after the
lunch, indulging again in Inwembourg's ravourite current

speculation - how long will Gaston remain in Govermment?

Fla, In




CONFIDERTTAL

14, In his speech after lunch, M Werner expressed warm appreciation
for thie first bilateral visit by a British Prime Miniaster since

1957. He referred to the strong suppert whieh Iaxembourg (under

his own Prime Ministry) had given to Eritish memberghip of the

Community, and expressed the view that "discussions in the United

Kingdom on the principle and the conditions of membership" had some-
what prevented Inwembourg's hopes for progress in the Community from
heing fulfilled. In a clear reference to Iuxembourg fears sbout a
"direetoire” of the larger members of the Community, he argued
that the spirit of the Community would not tolerate the emergence
"a tiew kind of internal power politics" within the' organisation.
also expressed the view that the Community's difficulties and
strains should not be over-emphasised, arguing (as he had in the
plenary talks) that the asset which the Community represented for

all its members was "only partly translatable intod figures'.

15 The last point leads inevitably to the question: "has the
Prime Minister's wvisit led to any practical change in Inxsmbourg's
attitude towards the problem of the Community Budgeti". The

answer is that we ghall not know for certain until the Dublin
Sommit, sand that, in real terma, perhaps Inxembourg's attitude
does not matter very much. But I have no doubt at all that the
Prime Minister's visit will have brought home wvery clearly, both

to the Inmxembourz Government and to the Luxembourg publie at large,

not only our wish to make the Community a success but also the

Jfreality
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reality of our problem with the Dbudget, and our determination to

aee the problem solved, Inxembourg's ability to help us over the
problem should not, of course, be exapperated; but I believe that

the very clear appreciation whiech they mast now have of our attitude
towards it can only be of benefit, when Tinxembourg representatives
come to disecuss the problem, whether smong the Nine or among the

more restricted ecouncils of Benelux.

16, In other respects, I have no hesitation in pronouncing the
Prime Minister's visit an unqualified success. In his deapateh
of 6 July, reporting on IMrs Thatcher's visit to Australia,
Sir Donald Tebbit referred to the besetting Temptation for Heads
aof Mission te hail any and all visits by their own Heads of Government
outstanding success. Put if, as I see them, the three aims
che Prime Minister's visit to Imxembourg this month were first,
ghow nigh-levallhilateral attention to the smallest of our
Oommunity partners; secondly, to provide a forum for a major
poliey spesch; and thirdly, to present publicly our case on the
Community Budget - then all three aime were fully achieved. 1T,

in eddition, the Prime Minister was sble 1o establish a personal

rapport with M Werner, I believe that this could be of benefit

ko us inthe future. I am conscious of another besetting temptabion
for Ambagsadors - to exsggerate the importance of their elients.
But T do belisve that there may well be occasions when it will be
neeful for the Prime Minister to maintain personal contact with

M Werner = as their French and German collesgues do - and I hope

that this vigit will have made such contact easier.

/17. As
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17 As I reported to the Department in July, IMrs Thatcher's
aproement to visit Luxembourg came at a time when Iuxembourgers
wera feeling somewhat bruised by the treatment they had received
at tha hands of both the Gormans and the French over the election
#n the Presidency end Viece-Presidencies of the Buropean Parlisment,

and there have been other more recent occasions when tThey have

felt ignored or slighted by their two large neighbours. Maoy

Iuxembourgers I have spoken to were very sppreciative of the fact
that the Prime Minister decided to devote 24 hours of a very busy
neriod of the year to Luxembourg, snd to give a lecture in memory
»f a man whom many Iuxembourgers still venerate as one of the
prineipal restorers of their wmiependence and liberty. In terms
of its impesct on Iuxembourg, and the welcome boost it will have
given to our bilateral relations, the visit was an outetanding

success, and I am most grateful to the Prime Minister for this.

18. I am sending copies of this despatch, without enclogures,
to Her Majeety's Ambassadors in Community Posts, and to the
United Kingdom Permenent Representetives to the BEuropean

Communities and to the North Atlantic Counecil.

1 am, My Lord

Yours faithfully




With tha complimonts of

FOREIGN AND COMMONWEALTH OFFICE

LONDON, SW1A ZAH
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MRS THATCHER IN CHURCHILL'S TROUBERS

L in the capital of the tiny Western Buropean state of
Luxembourg, once quiet and tranguil, though thia was
ilorieited when i% was dragged into HATO, snother bellicose
demonstration has tsken place: there thHey celebrated the
memory of Winston Churchill, Yes, the same Churchill who
once threatened to smother our reveluticn in its cradle and
organised intervention sgainst Soviet Russis and whe in
1746 announced the beginning of the motorious "Cold Wapr"
which suffered as ignominious a failure as the military
intervention.

o It would have been poseible not to mention this mob,
if it were not for one fact: Mrs Thatoher, the present
Frime Minister of Britain, sppeared in Inxembourg to make s
vociferous speech. Mrs Thatcher is impatient to emulate
CUhurchill, And here, at this Luxembourg mascarade, she
tried on his trousers, clearly nourishing the hope that
over the ocean admirers of the Churchill doctrine, having
envisaged the smothering of Soviet power, would appreciate
her efforts.

e What then did this bellicose lady utter? Bhe appealed
to all the members of this aggressive alliance to accept
immediately on their territory new American missiles cepable
of, a8 he expressed herself, csusing the Soviet people ths
same “ecolossal suffering" as the USSR went throuph in the
years of the Second World Wsr, “"exactly this and even worae",
ag Mrs Prime Minister found it necessary to underline,

[ Lady Thatcher goes too far, Only cone thing is not clear:
have her military advisers informed her what risks would be
urought on te Great Britvain is her Government really decldes

to sGation on its islands a launch psd for new American
miesiles?

i The sOritish populstion knows and underatands Lhis risk
and it is no accident in London as in other capltals .of
western Burope voices are being heard even louder, demanding
nefore such a dangerous decision is teken, to discuss the
néwWw construction proposals of the UBSR,

6. Sut what does the bellicose Mrs Thatchep say of this?

she announced that she only takes "into considerstion Brezhnev's
readiness to withdraw a few (7)) tanks and some (7!) L roODs

[rom Last Germany and the conditions which he at bached to his
statement about nuclear weapons", but ... "having ssid that it
must not divert us (that is the countriea of NATC - Y, Zoukov)
from our intentions" - to deploy about &00 new American nuclear

missiles.

Ta Mrs Thatcher does not have courage to quote correctiy
Yomrade L I Brezhnev's statement. To 58y that a thousand

tanks pulled out from the GDR by us, is & "few", that 20,000
coviet soldiers leaving there is "some troops", to pass cver in




ilence what the USSR is really susgesting with the aim of
gducing nuclear confronsation in the centre of hurope - this
an only be pub forward by a porson who is mortally afraid of

he truth and unable te provide any kind of counter-arguments.

H. Churchill would hsrdly be plessed on discovering that
some dsy such a politician would raplace him in the post of
trime Minister. Trying on the trousers in Luxembourg clearly
did not work out well.
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TO PRICRITY FCD

TELEGRAM NUMBER 256 OF 29 OCTOBER 1979

INFO ROUTINE TO ALL EEC POSTS

FPRIME MINISTER?S VISIT TG LUXEMBOURG \

1. | SHALL REPORT BY DESPATCH ON THE PRIME MINISTER*S VISIT OF 18/19
OCTOBER WHEN RECORDS OF MER TALKS WITH M WERNER, AND TRANSCRIPTS
OF HER INTERVIEW ON RTL AND HER PRESS CONFERENCE, ARE AVAILABLE,
MEANWHILE IT IS IMMEDIATELY CLEAR BOTH FROM MY OWN GBSERVATION,
AND FROM INDIVIDUAL AND PRESS COMMENT WHICH WE MAVE SO FAR
RECEIVED, THAT THE VISIT WAS REGARDED HERE AS AN CQUTSTANDING
SUCCESS.

2. THE THREE PRINCIPAL AIMS OF THE VISIT-TO SHOW THE LUXEMEOURGERS
HIGH=LEVEL BILATERAL ATTENTION,TC PROVIDE A FORUM FOR A MAJOR
SPEECH ON EUROPE, AND TO PRESEWT TO THEM OUR CASE

ON THE COMMUNITY BUDGET-WERE ALL AMPLY FULFILLED. THE LUXEMBOURGERS
WERE FLATTERED, ANMD SAID S0, THAT MRS THATCHER SHOULD HAVE DEVOTED
24 HOURS TO THEM AT A VERY BUSY TIME. THE GRAWD DUKE (WHO HAD
FLOWN HOME 24 HOURS EARLY FROM HIS.FAR EAST TOUR 4N ORDER TO RECEIVE
HER) INVITED HER TO AN INFORMAL *!FAMILY®? DINNER, AND ACCOMPARN]ED
THE GRAND DUCHESS AND THE TwO YOUNGER PRINCES TO THE SUBSEQUENT
LECTURE. M WERNER, WHO WAS AT THE AIRPGRT CH BOTH ARRIVAL AHD
DEPARTURE, MOVED HIS WEEKLY CABIMET MEETING TO GIVE MORE TIME FOR
THE TALKS AND TO ENAELE HIM TG JOIN THE PRIME HLHISTEH FOR HER
CLOSING PRESS CONFERENCE,

3. THE CHURCHILL MEMORI AL LECTURE HAS HEEEI?EH WIDE COVERAGE

IN BOTH THE BRITISH AND FOREIGH PRESS. THE PRIME MINISTER’S
FORTHRIGHT DEL|VERY OF HER VIEWS, BOTH ON EAST/WEST RELATIONS AND
ON THE EEC, AND HER DECISION TU UNMDERTAKE THIS ANNUAL TRIBUTE To

A MAN WHOM MANY LUXEMBOURGERS REGARD AS HAVING PLAYED A PRIRCIPAL
ROLE IN RESTORING THEIR INDEPENDENCE, WERE ENTHUSIASTICALLY
RECEIVED BY A LARGE AUDIENCE,

4, THE LECTURE AMD THE SUBSEQUENT OFFICIAL TALKS GAVE THE PRIME
Mi#l STER AN OPPORTUNITY TO PRESENT BOTH PUBLICLY AND PRIVATELY

A CLEAR AND FORCEFUL ACCOUNT OF QUR VIEWS OM THE INEQUITY GF THE
COMMUKITY BUDGET, IT IS DIFFICULT TO TELL WHAT PRACTICAL EFFECT
THIS WILL HAVE ON LUXEMBOURG PERFORMANCE AT THE EURCPEAN COUNCIL.

/3oy
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EOTH M WERNER AND M THORN ACKNOWLEDGED THE RELAITY OF THE ®
PROBLEM, AND THE NEED FOR SOME CORRECTIVE MECHANISM TO DEAL WITH
IT, WHILE EXPRESSING PREDICTABLE CONCERN THAT HEITHER THE TREATIES
NOR THE PHILOSOPHY OF THE COMMUNITY SHOULD BE UPSET, THEY CANKOT
HAVE FAILED TO BE IMPRESSED BY THE SINCERITY AND STRENGTH WITH
WHICH THE PRIME MINISTER PUT FORWARD OUR CASE, THE MORE SO SINCE

IT WAS PRESENTED AS AN ARGUMENT FOR THE PRESERVATION AND WELL
BEING OF THE COMMUNITY. THEY WILL ALSO HAVE NOTED WITH APPRECIATION
THE PRIME MINISTER’S READINESS TO STATE PUBLICLY THAT SHE HAD NQ
WISH TO MAKE AMY CHANGE IN THE ARRANGEMENTS FOR THE SITING OF

THE EUROPEAN PARL| AMENT,

% WHETHER THE VISIT WILL HAVE PERSUADED THE LUXEMBOURGERS T0

PUT THEIR HANDS IN THEIR OWN POCKETS TO HELP SOLVE THE BUDGETARY
PROBLEM REMAINS TO BE SEEN. BUT THERE IS NO DOUBT THAT THE VISIT,
AND THE |MPRESSIGN WHICH THE PRIME MINISTER MADE ON THE LUXBMBEOURG
COVERNHENT AND PUBLIC, WILL HAVE STRIKINGLY BROUGHT MGHE To THEM
THE URGENCY OF THE PROELEM, AND WILL HAVE SERVED AS A MOST WEL COME
BCOST TO OUR BILATERAL RELATIONS. | AM GRATEFUL TO THE PRIME MIN|STER
FOR HAVING AGREED TO FIND THE TIME FOR IT.
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10 DOWNING STREET

From the Privte Spcrefary 22 Octoher 1979

PRIME MINISTER'S VISIT TQ LUXEMBOURG

As you know, the Prime Minister wvisited Luxembourg on
18/19 October. I enclose copies of the records of her
conversations with the Luxembourg Prime Minister. The first
record is of o tete-=a<tete dizcussion and the second of a
digcusgion in plenary session. I should be grateful if both

records could be gpiven an appropristely limited distribution.

I am gending copies of this letter with both records
to Tony Battishill (H.M. Treasury) and to Martin Vile (Cabinet
Office), I am sending copies of this letter with extracts as
appropriate to Brian Norbury (Ministry of Defence), Garth Waters
(Ministry of Agriculture, Fisheries and Food), Bill Burrcughs
(Department of Energy) and to Ian Ellison (Department of

Industry).

G. G. H. Walden, Esq.,

Foreign and Commonwealth Office.
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RECORD OF THE PLENARY SESSTON BETWEEN THE PRIME WINISTER AND THE PRIME
MINISTER OF LUXEMBOURG, MONSIEUK PIERRE WEENER, IN LUXEMBOURG, AT 1040
ON 19 OCTOBER 1979

Present:

Prime Minister M. Pierre Werner, Prime Minister
H.E. Ambassador to Luxembourpg M. Gaston Thorn, Deputy Prime Minister

Mr. M.J. Fretwell M. Ernest Muhlen, Secretary of State

Mr. Henry James for Finance

M. Paul Helminger, Secretary of State

Mr. Mich Alex: :
o for M. Thorn's portfeolios

M. Albert Hansen, Secretarv General
0f the Government

M. Roger Hastert, Luxembourg
Ambassador to London

M. Jean Rodenbourg, Prime Minister's
Department

M. Jos Weyland, Economie Director,
Ministry of Foreign Affairs

M. Jean Hostert, Director of Protocol
Ministry of Foreign Affairs

After an exchange of courtesies, the Prime Minister said that the

most important thing about the Community was that it was s Community

of free countries. The Community needed to be Etrong in its resolve

to defend liberty. The problems facing the Community had to be solved
in order to enable it to pursue its great purpose. The Community could
not be inward looking. It had to think of others. It had to be more
than a group of countries sheltering behind a common tariff. On the
defence side, the relationship with the United States had to be kept

in good repair. The developing countries had to be encouraged to adopt
or mailntain the democratic way of life. Britain's cbjective in the
negotiations about the future of Bhodesia was to keep that country and
the region friendly to the West.

Defencea
M. Werner said that he fully agreed with the Prime Minister's approach
and her view of the need to maintain the link with the United States.
He agreed also that the Community's problems had te be tackled in a
spirit of friendship. The defence problems were particularly difficult.

"}::'IDENTIAL / Dr. Kissinger's
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Dr. Kissinger's recent statement had shattered the confidence of many
in the existing arrangements for strategic security. The Prime Minister

gald that the decisions facing the Alliance on the modernisation of
theatre nuclear forces were very difficult. But if members of the
Alliance were not prepared to take those declsions, Lhe situation

would be even worse. Britain and the Federal Republic would accept

the basing of the new weapons on their territory. The Italians probably
would. She hoped that either the Dutch or the Belgisns would also do
50. It was essential that the Alliance deterrent capability should be
effective at every lewvel. It was for that reason that she had paid

8 vigzit to Italy recently. She was worried about the effect of
President Brezhnev's recent speech whieh was clearly the first shot in

& psychological campaign. She had considered it essential that President
Brezhnev should know that she had recognized this and that he should

be reminded that she would not easily be bullied, Hence her speech

the previous evening. M. Werner suggested that the West should try

to put the ball back in President Brezhnev's court. He should be told
Lhat either the Soviet Government had to produce measures of genuine
disarmament or the West would proceed with the modernisation of its
forces. The Prime Minister said that we would have to wait to see what

further action he tock. Withdrawing some tanks and troops a fow miles
wes of no great significance. The West must not display weakness,

The SBoviet Government must be left in no doubt about the resclve of
Western Governments.

Community Budget

The Prime Minister referred to her remarks on the budget in the
Winston Churchill Memorial Lecture the previous evening, She said
that she was determined to reduce expenditure in the United Kingdom.
The growth assumed by the previous government had not occured. She
was not prepared to increase the Covernment's deficit or to borrow more
money. This created major political problems for her. It was
impossible for the United EKingdom Lo transfer money to wealthier
countries which enjoyed lower tax rates. II she were to do so anti-EEC
feeling could easily well up again. People in Britain accepted the
ideological and defence arguments for close association with Ewrope. But
They would not accept a position where Britain was the finanecier of
the Community. The situation was utterly inequitable and had to be
put right. She did not wish to have to outdo Mr, S8ilkin but a
solution would have to be found. She did not expect to receive money

CONFIDENTIAL / trom the
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from the Community but she would not play Sister Bountiful.

M., Wearner said that he oy had two words toc say om the
question of the budget (M. Thorn interjected that this would not be
enough! ). The Luxembourg Government recognised that there was a problem,
Action would have to be taken. But whatever the corrective found,
it should be compatible with the basic philosophy of the Treaty. It
must neither upset the 'hequis communautaird’ nor be at variance with
the Treaty. Membership of the EEC was advantagecus to all its
members even if the advantages could not always be quantified.

Mr., Thorn, referring to M. Werner's remark about the need for s
corrective to the system, asked whether a solution based on Artiele 131
would be acceptable. The Prime Minister =said that there had te be

a mechanism., The mechanism need only last as long as the problem. She
was quite prepared to see Britain's contribution rise as the GNP rose.

If Britain were to become one of the richer members of the Community,

she would also become one of the larger contributors. M. Thorn said

that it was important to eschew the conecept of the juste retour., The
Prime Minister emphatically agreed. M..Thorn said that clearly something

serious had to be done. But he thought there should be a time limit
to any corrective mechanism. We should also be tackling the problem
by changing Community policies. The Prime Hinister said that she

acknowledged the need to change policies but she could act wait until
such changes took effect. A solution was necessary in the meantime.

LOargy

M. Werner regretted that it had so far proved impossible for
members of the Community to develop convergent policies on this
crucial problem.about which everyone was so worried. Could not the
United Kingdom, with its special resources, take a lead in developing
and co-ordinating a Community policy. The Prime Minister referred to

the proposals put forward by the British Government for encouraging
the production of coal. She noted that agreement had been achieved on
oil import targets and recalled the discussion of long term salesg

at the Ewrcpean Council meetling in Strasbourg. The next stage should
be an intensified effort by members of the Community to free themselves

CONFIDENTIAL
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dependence on oil. That, in her view, mesnt the development of eivil
nuclear power. Britain had eleven MAGNOX stations in ocperation; two
advanced gas-cooled reactors in action, three under eonstruction, and
two on order. 13% of our electricity was slready supplied by nuclear
power staticons. Britain had had lirtle trouble with these power
stations, There was of cDurSEfE{ﬂlngiral lobby in the United Kingdom.
But politicans had a duty to give a lead in this area. People would
not thank them if in ten years there was a major power shortage because
of a fallure to take difficult decisions now. The environmental
problems associated with other sources of energy o.g. the exploitation
of the tar sands, o0il shale and wind, were severe. The problems of
digsposing of nuclear waste were, thanks to the development of fast
brecder reactors and vitrification technigues, on the way to solution.
There was no effective alternative to nuclear power. There was probably

Just about time to develop an effective programme if western Eovernments
started now.

M. Thorn said that if Mrs. Thatcher were a Luxembourg politiecian,
ne would be voting for her! M. Werner having commented on the strong
position ereated for Britain by the prospect of gself-gufficiency in
oil, agaln urged that Mrs. Thatcher should take the lead in developing
a Community energy policy. M. Thorm said that the Freoch had many
yeara ago declded to concentrate on agriculture and had succeeded in
defining the Community's agricultural policy. Britain should similarly
take the lead in the energy sector. This might enable the Community
Lo come closer to & solution of the budget problem. At the moment
Britain's contribution was going to supporting the Common Agricultural
Policy. It would be better if it were supporting other policies e.g.
in the field of energy.

Common Agricultural Policy

The Prime Minister asked about the views of the Luxembourg Government

on the Common Agricultural Policy. M. Thormn said that some kind of
agricultural policy was neceszary in order to «ive Etability to agricul-
tural incomes in the long term. The Community had succeeded, where even
the Benelux countries had failed, in developing such a policy. Correctives
were needed but it would not be possible to run an apricultural policy

on a purely economi¢ basis. The Prime Minister said that, ironically,

Britain's agriculture was very efficient. The farmers were not hindered
by strong trade unions. Hut the more they produced, in the present

_ONFIDENTIAL T
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®
circumstances,; the more the Community's surpluses would increase.
Britain could easily expand its production of milk, butter, beef
and lamb. The Italians also felt strongly about the budget and the
CAP, They wanted a greater percentage of the budget to be spent on
other policies and also to see the direction of the CAP itself changed.
When it was conceived, the CAP had been intended to protect Lhe
livelihood of small farmers. OSoclial circumstances had changed and
farming was now for many small-holders a hobby rather than a means
of earning a living. M. Werner said that he thought there might be
means of meeting the soclal objectives of the CAP while avoiding
over-production. It might be possible to penalise large producers.

Location of Community institutions

M. Werner and M. Thorn described the historical background to

the problem which had arisen over the siting of the Eurcopean Parliasment.
M. Werner said that to pursue the guestion now could only complicate
other difficult problems, The Luxembourg Government wished to maintain
the status quo. They admitted the inconvenience of the present
arrangements but thought that governments would not find it easy to
agree on any change at present. If the Community developed further,
rationalisation could no doubt be discussed. But that time had not

¥yet come. The Prime Minister said that she would not wish to raise

the gquestion. Brussels already had enough of the Community institutions,
as well as the NATO headquarters and a change would be very expensive.

EMs

M. Werner asked Mrs. Thatcher to repeat what she had teold him
during their tgte—h—tgte about Britain's attitude towards the Buropean
Monetary System. The Prime Minister said that Britain would not enter

the exchange rate mechanl=an immedigtely but that it was the Government's

objective to do so, There were two problems:

(a) Britain was engaged in dismantling exchange controls.
Two steps had already been taken but the Goveroment
wished to go a little further. The precise effect of

a4 further step was unpredictable and it was necessary
to be cautious:

NFIDENTIAL
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The value of sterling was linked to the price of oil
rather than te the performance of the United Kingdom
cconomy, Time had to be given for the parity of
gterling to shake down and stabilise.

But the will to enter the EM8 was there. The fact that Britaln had made

over some of her reserves to the system was an earnest of Britain's

good faith and of her intention to come into the exchange rate mechanism.

The discussion ended at 1130.

18 Oetober 1879




RECORD OF A DISCUSSION BETWEEN THE PRIME MINISTER AND THE PRIME
MINISTER OF LUXEMBOURG, MONSIEUR PIERRE WERNER, IN LUXEMBOURG AT
1000 on 19 OCTOBER 1878

Pregent:-
Prime Minister Mcnsieur Pierre Werner,

H.E. Mr, Patrick Wright H.E. Monsieur Roger Hastert
Mr,., Micheel Alexander

After an exchange of courtesies the Prime Minister asked

M. Werner about his Government's success in bringing their steel
indusiry through the crisis which had so badly affected the same

indu=stry 1in other countriez. M. Werner said that the work force

in the steel industry was in process of being reduced by some

30 per cent. From an initial total of 25,000, the aim was to reach
p reduced staff of 16,500 by 1881, This slimming had been essential
in order to maintain the industry's competitiveness. The reductions
had been achieved as a result of tripartite discussions between
management, work force and Government. The Government had given

ng financial support.

More generally, M. Werner sald that unemployment was not a
problem in Luxembourg. They were fortunate in that the avallability
of immigrant and trans-—frontier labour gave the Government a good
deal of flexibility. The real problem was what M. Werner referred
to as "gualified unemployment"™. The working population of the
Grand Duchy had become highly educated and very well qualified.

There were many Jjobs that they were reluctant to accept. Two vears
ago there had been, for instance, no masons in Luxembourg. The
Government was trying to revalue manual work but this could only

be a long term process. There was also some disguised unemplovment

in Luxembourg. Some of the workers in the steel industry who had lost
their jobs were being employed in publie works and being peid the
wages they would have earned had they remained in the steel industry.
This was only a temporary scheme and the general social situation

was eXxtremely stable. HRonetheless Luxembourg was anxious to attract
new industry to compensate for the declining importance of the steel

industry and for the jobs lost there.

J/The Prime Minister
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The Prime Minister asked M. Werner for his impressions of the
IMF meeting in Belgrade. M. Werner said that the meeting had been

pessimistic. This was in part, but only in part, because the participants
had felt that last year they had been over-optimistic and were determined
to be more cautious this year. There had been no real convergence of
opinion about the measures necessary to overcome the situation, It

was true that the problems, at least the purely monetary ones, had been
identified more clearly. It was also true that the Americans had begun

to acknowledge thelr responsibilities. But overall the impression had

not been particularly heartening.

The Prime Minister commented that the European Monetary System

(EMS) had come through its first revaluation exercise well. She asked
H. Werner for his comments on how the system was working. M. Werner
sald that the EMS was more flexible than the Snake had been. This was

for two reasons;-

() The financial resources available to the EMS were
much larger than those which had been available to

the Snake; and

(b} People were not set on achieving absolute stability.

Provided changes in parity were not too frequent and fell within
the 2-3% range, modification in exchange rates was possible without
undue drama. Only one aspect of the arrangements was causing
difficulty. This was the reguirement that changes in parity had to be
mutually ie unanimously agreed. This had given rise to some tension
at the revaluation meeting im September. But in general the system

was workable and was clearly advantageous to its members.

M. Werner enquired about the possibility of UK accession to the
exchange mechanism. The Prime Minister said that the ultimate wishes of

HM(: were not in doubt: we hoped to join. But:-

(a) we were in the process of dismantling our exchange
controls. Two steps in the process had been completed.
But the full effect of the process was not yet apparent.
The dismantling of exchange controls was clearly
desirable. By assigting money to flow out of the
country, it onabled us to covert the income from
North S8ea oil into overseas investments. There

would have to be a
§ Turther




further relaxation in exchange controls in the not
too distant future. Despite the urging of Chancellor
Schmidt at the last meeting of the European Council,
the British Government had approached the dismantling
of exchange controls with caution. However the
process would have to be completed. It would be
important to see the effects of this on the parity

of sterling before taking a decision about entering:

A further oil price rise before the end of the pear
might well have an effect on the value of sterling.
Sterling's rate had recently been determined more
by the price of oll than by Britain's economic
performance. We had to see where the rate would
stabllise: 1t had been at 2.30 only a few weeks

BED

The moment the Government w»=re able to take a cleagr view of

the effects on the sterling rate of the relaxation of exchange
s

controls and the threatened oil prlcﬁ}, they would be able to make

a judgement about entry into the exchange rate mechanism. Britain's
positive attitude towards EMS was shown by her willingness to commit
reserves to the system. M, Werner said that he understood the need

for a period of stability in sterling's exchange rate, Dut it

would be a great thing for other members of the Community if Britain

was able to join the exchange rate mechanism,

M. Werner commented that recent speculative movements in
international exchange rates had been fmrational, The Prime Minister

Sald that i1t was not easy to see what could be done to stop such a
movement, There was a lot of uncommitted money floating around,
Various suggestions had been made at the last meeting of the European
Council for ways of getting together with the OPEC countries to deal
with the problem. This collaboration with the OPEC countries was
unlikely to have rapid effects but it might work in time. It was
clearly not in the interests of the OPEC countries to undermine the
West's way of life. My, Werner commented that if the Middle East's

political problems could be sclved, the oil problem would also disappear,
The Prime Minister commented that this hardly applied to the situation

in Iran where the government had discovered that it could get an

i .i ' TRl [ adequate

§ Eak L ;

]




adegquate income from reduced production, It was essential for the West
to free itself from its dependence on o0il. This dependence gave the
0il producing countries, and in particular the Arab countries, too

much politiegl power.

The only way to reduce our dependence on o0il was to develop our
use of non-fossil fuels, Conecern about thcfﬁégl%f nuclear power
was understandable, DBut there was no other way. Wind and solar
power would not be enough. Britain's nuclear power programme had gone
very well. The MAGNOX stations were producing power at a ressonoble
cest and thelr safety record was unblemished. Not a single worker
in the nuclear power industry had lost his life. M. Werner said
that he was not opposed to the use of nuclear power ag such, But in
the present state of art, it raised too many security, techniecal
and economic problems for Luxembourg. He intended to leave the option
open for the future. He did not anticipate that Luxembourg would
have an energy problem before the mid 1980s. Meanwhile he intended
Lo investigate other sources of power e.g. coal or agreements with
neighbouring countries. It might be possible to seak agrecment with
the French who were building nuclear power stations close to

Luxembourg,

The discussion ended at 1035,

,f?*.f A
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Private Becrebtary

THE FRIME MINIETER'ES TAIES WITH MONSIEUR WERNER ON 19 CCTCBER

1185 As wvou know, Monsieur Wermer has proposed that there should
he about half an hours téte 4 téte from 1000, followed by "plenary”
talks until 1130,

2. For the téte A téte, Monsieur Werner will be aceompanied

only by the Imxembourg Ambasssador to London, Monsieur RHoger Hestert;
on our side, he expects that the Prime Minlster will be accompanied
by yourself and myself.

- For the plenary talks
be the follewing (B or

Monsisur Werner

Monsieur Gaston Deputy Prime Minister,
Minister of Foreign Affaira,
External Affaira and Netional
Feonomy

Mongieur Erpest Muhlen Secratary of State (is Junior
Minister) for Finance

Monsienr Faul Helminger oecretary of Btate for
Mongieur Thorn's portfolios

Monsieur Albert Hansen secretary General of the
Government

Monsisur Roger Hastert Luxembourg Ambassador to
London

Monsieur Jean Hodenbourg Prime Minister's Department

Monsieur Jos Weylend Economie Director, Ministry of
Foreign Affairs

Monsieur Jean Hostert Director of Protocol, Ministry
af Foreign Affeirs

We have told the Foreign Ministry that our side for the plenary
talks will consist, apart from the Prime Minister, yourself and
myself, of Mr James and Mr Fretwell,




4. For the Press Conference,; which iz now to be held jointly

in the Cabinet Room at the Ministry of Finance, Monsieur Werner
will almost certainly have with him Monsieur Thorn, Monsieur Hansen
.see above) and Monsleur Andrt Clauds, the Govermment Spokesman.

e —
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P R E Wright

18 OUectober 1979

Copiead to:

Mr James

Mr Freatwell




Forcign and Commonwealth Office

London SWIA 2ZAH

17 October 1870
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Prime Minigter's Vigit to luaxembourg: 18/19 October

On checking some of the figures in Brief ¥o 2, on
Community Issues, for the Prime Minister's wvisit to Luxembourg,
we have noticed a couple of points which ought perhaps to
have been made more precisely:-

{a) The figure for the proportion of the Community

Budget absorbed by agriculture is given as "over

70%" in paragraph 3 line 4 and as "almost 75%" in paragraph
18 line 3. The exact flpure, accordlng Lo the existing
budget provisions for 1879, is in fact 74.8%.

(b} The figure given in parsgraph 18 line 4 for the

percentage of the total budget accounted for by surpluses
is 50%. In fact the correct current figure i 47%.

Vowes &2y

\\E}w'ki..
ﬁiitﬁtzT§EureLETy

M O'D B Alexander Esg
10 Downing Street
LONDON




[ reasary

harm ber

CONFIDENTIAL

X

Farliament Street, SWIP 3AG

i b)Y

oi-2a33

H r*- ',I_r- "'I'IT -!.-l:..l :_-_l ¥ :."-.1|.J- IURG =

P

FUND ARND ECONOMIC
T~

ONETARY

ilexander,
Prime

Committes th
attainment
=SEe

Frime

» 1 el L= S

=0

Ly 4

— o T

i e |

:'.I':EII“'_'-I”LI 1 lallJ._"I
i L0

T

i =1

the

the Luxembou
and EMI waith
ol |.-|'|'_—:-\.:-' ..:-\.-.|.L5
mind, and since

[l.’"'_-dl.iw.'!_';.i: the "Werner Report
econemic and monetary union

[;:'-::;.u:'-—- short additional
both issues.

week that
ing Bhe EMEF
Sance bBoOth
Werr he

. | |

‘B |

'\.'j_
o s I T T = r
BENS1IDLE LQ 2

theas

I -
LS GET L

- N ] i
T T __ 1 I
20rTY ¥Ou did NoL LlS

Al

pver and Marti

}%aqg Fr]

Ly b

BATTISHILL

Minister

WFIDENTI

.-_-.lll._ Jllll'




CUNFIDENTTIAL

Foreign and Commonwealth Office

London SWLA ZAH

16 Detober 1979

Prime Minister's Visit to Luxembourg: 18/19 October

Further to my letter of 12 ber, I sttach ten
copies of the full version of the Steering Brief for the
P11EE Minister's visit to JuTEnbﬂﬂT*. including Annaxes
and a8 aligntly exparnded section on the programme,

N
er

I am spending & copy of this letter with two
the Briefl to Martin '..1|=- {C‘ur ret f"l“l"“F"'

Yous s

<7

\anl

(P Lever)
Private --EL‘-I'E"‘ZEI"_',-"

M O' D B Alexander Esqg
10 -Bovwming otreat
LONTON

CONFIDENTTAT




CONFIDENTIAL

iy Foreign and Commonwealth Office

London 5.W.1

16 Detobhar 1979

Phoot  Michadd,
PRINE MINISTER'S VISIT TO LUXEMBOURG

The brief No 2 (Community Issues) for the Prime Minister's
visit Lo Luxembourg mentions in paragraph 3 of the Essential
Facts on the Community Budget that the Commission are to meet

on 24 October to consider their paper on proposals for solutions
to the UK budget problem. We have now learned from UEREP that

Lhe first substantive discussion of the Commission proposals
will taeke place on 17 October.

You may wish to make an appro-
priate amendment to the brief.

Toues 6w

{P Leaver)

M O0'D B Alexander Esq
10 Downing Street
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MAY ALSDO WISH 70 JTH ME MINISTER

TERM COMMUNITY CUESTIONS ON Wi . IXEMBOURGERS ARE NOW
STARTIHG TO FOCUS WiT 3 { OWH PRESIDENCY KEXT JULY.
k. AS SEEN FROWM HERE, THE MAIN VALUE | T WEEK'S VISIT (APART
FROM THE FORUM |T PROVIDES FOR THE PRIME MINISTER’S SPEECH ON

18 OCTOBER) LIES IN 3 ORTUNITY WHIC : DI GCUSS A
RANGE OF COMMUNRITY AND WORLD 1S55UES, WIT HE FPARTICULEAR OF
GAIMING BRQAD LUXEMBOURG SUPPOR E.Gs WITH THE BEMELUX
PARTNERS) FOR QUR BUDGETARY CASE MORE GENERAL 1 §

Lot

ROVIDES TIMELY EVIDENCE OF Til TTENTION WHICH WE ARE PREPARED

- 'l b
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COVERING CONFIDENTIAL

.
Q Foreign and Commonwealth Office
o e London SWI1A 2AH
s

12 Oetober 18749

Prime Minister's Visit to Luxembourg
18/ 19 October 1979

I attach 10 copies of the hriefe for the
Prime Minister's meeting with M Werner, except
Ior Lthe brief on Rhodeslas, which will bhe cent

to you on the sfterncon of Wednesday 17 October.,
I alsu ultach speaking notes for the Prime

Minister's use at the lunch on 18 October.

I am sending a copy of this letter,
two coples ol the briefs, to Martin Vile
(Cablnet Office).

with

Youn 632

N owd,
(P Lever)
Private Secretary

M O'D B Alexander Esqg
10 Downing Street

COVERING CONFIDENTIAL




PRIME MINISTER'S VISIT TO LUXEMBOURG

LIET OF BHIEFS

Steering Brief

Community Issues

Rhode=sin

East /West Relations (including China)

Bouth East Asig

Luxembourg: Internal Political and Economic
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PRINE MIKISTER'S VISIT TC LXEMBOURG

18--19 DCTOBER 1979

STEERING PRIEF

Brief by Foreipgn & Commonwealth Office

IRTRODUCT ION

, The visit to Luxenbourg stems from the Frime FMinister's
scceptance of the invitation to give the Churchill Memorial
Lectures on 18 Cctober. Her speech will set the tone for the

talks on the following day.

lacture, the Prime Minister
Grand Tuke's recent State Visit to
mind. The tour of the Far East als
Hong Keng, a private visit to Thailand
R —————
of the party were 1n horea, gnd o semi-
to Japan. The new government is established
ble majority in the Chamber of Deputies, and
has few pressing problems. ILuxembourg's prosperiiy is based

industry snd a high degree of social




which the industrv has faced the recession. The country has

one of the higbest standsrds of living 1in the Community.

he Prime Minister will beg K Werner's first prime-ministerial

guest since he took office in July.
MAIN OBRJECTIVE

5. Phis will be the last opportunity before the Dublin
Council to impress on the Imxembourgers at the highest lewvel
the importance we attach to achieving a gatisfactory
solution to our budgetary problem. The main British alm
will be to obtain Luxembourg support for our case and to
explore ways in which our gbjectives and theirs

reconciled. M Werner will no doubt pass on his impressions
to his Benelux partners, in particular st their regular

informal discussions just before the Council meeting.
OTHER BRITISH OBJECTIVES

L, The Luxembourgers have not proposed = specific agenda,

preferring to have a Lour d'horizon of both Commumity and

ineluding Fhodesis. There are no specifiec
_vis Imvembourg st present but it
will obviously be wvaluable T0 egtablish a good personal and

working Telsticoship between the Prime Minister and M VWerner,

JBJECTIVES

e Cn the =is of discussions with Luxembourg officlals,

their main objectives are likely to be:




CONFIUEN 1 AL

To aestablish a cordial working relationship
between Mrs Thateher and M Werner, and to hear

at first-hand sbout HING's economic policies.

To seek confirmation of HMG's commitment to

the Community and specifically to learn how

Prime Minister sees our fubure relatiomship
with the European HMonetery Eystem.

To explore the Prime Minister's ideas aboulb the

future of the Community, including enlargement.
TACTIC

B. Hot surprisingly, the Imwembourgers are on the look out
for signs that they are being ignored or patronised.

Bruised by their failure to gain any of the Vice-Presidencies
in the European Parlisment, they feel let down by the Germans
and suspect them to have been in collusion with the French.
They also (correctly) suspect the French of working for the

rempval of scme Zuropesn Institubtions - aspecially Head-

T

e

narters of the Buropean Parliament - from Luxembourg to

practice, the contribution which Iaccembourg

Coamunity stemz from the high calibre of a few

e =

leading T 51 the Intembourgers will respond

well to indicstions we take them seriously snd are

ready to listen to them.

7, his suggests that ths best way to tackle the issue

of the Budget will be to start by acknowledging 11 Werner's

Ll /atatus
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gbatus as a leading expert on the Community's fimancial

“SEa

affairs (he is sn suthor of the concept of FMII) and seek

on how To play the Britis: hend during the run-
uo to the Dublin Council and at the Council itself. This
will not of course preclude the Frime lMinister from going
on to explain, as discussion develops, how HMG sees the
protlem. Membership of the EEC is the dominant, almost
the exclusive, slement in Luxembourg's foreign relations,
and the Imxembourgers will place particular weight on the

Prime Minister's explanation of the BEuropean as opposed to

the naotional dimensions of the problem.
PROGEAMME

= The Prime Minister iz dus to arrive in Luxembourg on

Thuraday 18 October, in time for a private dinner at 6.3 pm
e e e

with the Grand Ihike and Duchess. The Churchill Memorial

given st 5.30 pm, followed by a reception
T

a 35 r about 200 EEests. The Prime
Minister calls on M Werner st 10 am on Fridsy 19 October.
Simultaneous radio snd television interviews with Radio-
Té1é Luxembourg and a meeting with the local press will be
followed by a lunch given by M Werner. The Frime Minister
leaves Luwembourz at 3 pm. She will be accompanied by

e 2
t Under Secretary (EEC) in the FCO)

S, 1

onzlity notes on the Grand Duke and Duchess and

/their
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their children. H Werner, M Thorn and Mme Flesch are at
Armias A a list of participants at the talks and of
briefe iz at Ammex B and Essential Facts and Figurss on

Iuxenoourg and o ﬂnglg—LuxcmhnuTﬂ trade at Anmex C.

RESUME OF ERIEFS

FTROSEAN COMMUNITY QUESTIONS (Brief Ho 2)

10. Lim is to obtain Inxembourg support for effeclive
action to reduce UK net Budget contribution at Dublin
Council (Brief Wo 24). Luxembourg's position so far has
been somewhat more sympathetic than for instance the
Belgian but they attach some importamce To the Community
objections of principle to the kind of ideas we have put

e ——

forward for a solution to our problem. They do however

seem to recognise thet thers is need for sSome form of
s-iuticn. M Warner will wish to hear the Prime Minister's
general views on the Community. Since we want to focus
attantion on the Pudget there is no need To EO into detail
on the CAT (Erierl

Ko 20) except to the extent that CAP
reforn impinges on the Budget problem; (the linkage
between these was established in the Anglo-Itealian talks

of L/5 Cetober).

441. The Luxenbourgers may wank assurances of the new
Covermment's mora positive approach to Commmity auestions
E [H - 2

ard to hear that we have not gcloged the door

"“F'H'I. JSto




to participation in the EMS (Brief No Z20) to which they

attach politieal importance. They may alsc want to hear
views on Community institutione including the site of
Turopean Parlisment (Brief No ZE) and the guestion of

reement (Brief Ho e g B
REODESIA (Brief No 3)

12. To inform the Iuxembourgers of progress Lo date at
the Constitutional Conference, and maintain their support,

particularly in the Nine, for our approach .
EAST/WEST RELATIONS (inecluding CHINA) (Brief Ho &)

1%. To coordinate views on poliey towards the Soviet
Union, especially concerning Theatre Nuclear Force
Modernisation, CSCE, and the handling of relaticns with

China.
A5TA (Brief Ho 5)

4. To compare views on the refugee problexm and on

messures o relieve famine in Cambodiaj and to discuss

handling Indo-Chinese problems at the UN.
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THIS DOUUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY 'S GOVERNMENT

ERTEF NO 1

12 Oetaber 41979

FRIME MINISTER'S VISIT TO LUXEMBOURG

18-1G CCTOBER 1979

STEERING BRIEF

Briefl by Foreign & Commonwealth Office

INTRODUCTICN

e The vislt o Luxembourg steme from the Frime Minister's
agceptance of the invitation to give the Churcehill Memorial
Lecture on 18 October. Her speech will set the tone for the

talks on the followling day.

2 At the dimnner bafore the lecture, the Frime Minister

can expact to find the Grand Duke's recent State Visit to

China uppermost in his mind. The tour of the Far East also

ineluded a few days in Heng Keng, a private wvisit to Thailand

e - — ——

e

while the rest of the party were in Torea, snd a semi-
official viait to Jdapan. The new government is established
with 8 comfortable majority in the Chamber of Deputies, and
has few pressing problems. Inprembourg's prosperity is based
primarily on the steel industry and a high degree of social

and industrial harmony has contributed to the relative esa=me

CONFIDENTIAL
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which the industry has faced the recession. The country has
one of the highest standards of living in the Community.
The Prime Minister will be M Werner's first prime-ministerial

puest since he took office in July.

FATN CBJECLIVE

Ao This will be the last opportunity before the Dublin
Counecil to impress on the luxembourgerza at the highest level
the importance we attach to achieving a satisfactory
gclution te our budgetary problem. The main British aim
will be to obtain Laxembourg support for our case and to
explore ways in which our objectives and theirs can be
reconciled. M Werner will no doubt pass on his impressions
to his Benelux partners, in particular at their regular

informal discussions just before the Council meeting.

OTHER BERITISH OBJECTIVES

L. The Luxembourgers have not proposed a specific agenda,

preferring to have s tour d'horizon of both Community and

wider iasues, ineluding Rhodesia. There are no specific
British objectives vis-f-vis Luxewbourg at present but it
will obviously be valuszble to eatablish a good personal and
working relationship between the Prime Minister and M Werner,

whom she has not yet met.
LITEMBOURG OBJECT LVES

R On the basis of discussions with ILuxembourg officials,

their main objectives are likely to be:

CONFIDENTIAL




To establish a cordial working relationghip
between Mrs Thatcher and M Werner, and to hear

at first-hand about HMG's economic policies.

To geek confirmation of HMG's commitment to
the Lommunity and specifically to learn how the
Prime Minister sees our future relationshin

with the European Monetary System.

To expleore the Prime Minlster's ideas about the

future of the Communily, including enlargement.

Not surprisingly, the Luxembourgers are on the look out

= - AL

for signs that they are being ignored or patronised.
—
Bruised by their failure to gein any of the Viece-Presidencies

ir the Europesn Farlisment, they feel let down by the Germens
and suspect Them to have been in collusion with the Prench.
They aleo (correctly) suspect the French of working for the
removal of some European Institutions - especiaslly Head-
quartera of the Eurcpean Parliament - from Laxembourg to
France. in practice, the contribution which Luxembourg
mekes to the Community stems from the high calibre of a few
leading personslities; the Luwxembourgers will respond

well to indications that we take them seriously and are

ready to listen to them.

L

7 This supgests that the best way to tackle the issue

of the Budget will be to start by acknowledging M Werner's

FETatus
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=L, H

status as 8 leading expert on the Community's finsncial affairs
(he iz an author of the concept of EMU) and seek his advice on
how to play the British hand during the run-up to the Dublin
Council and at the Council itself. This will not of course
preclude the Prime Minister from going on to explain, as dis-
cusaion develops, how HMG sees the problem. Membership of

the EEC is the dominant, almost the exclusive, element in
Tnxembourg's foreign relstions, and the Luxembourgers will
place particular weight on the Prime Minister's sxplanstion of
the European as opposed to the national dimensions of the

nroblemn.
FROGEAMME

8. 'The Prime Minister is due to arrive in Luxembourg on

Thursday 918 October, in time for a private dimmer at 6.30 pm

with the Grand Duke and Duchess. The Churchill Memorial
Lestura is to be given at B.%0 pm, followed by a recepfion at
the British Embassy for about 20C guests. The Prime Minister
s on M Werner at 10 sm on Friday ‘9 CQctober for o téte-id-
isecussion. This will be followed by an hour's plenary
on which ¥ Thorn will attend. At A1.40 the Prime
to have radio and television interviews with
Radio-T&1& Luxembourg followed by a meeting with the local
lunch given by M Werner, the Prime Minister
3 pm. She will be accompanied by
Mr Pretwell (Assi nt Under Secretary (EEC) in the FCO) and

g Frivate Cecrelar¥.

Personelity notes on the Grand Duke and Duchess and

COMNMFIDENTIAL /their




their ehildren, M Werner, M Thorn and Mme Flesch are at
Anmex A; a list of participante st the talks and of
briefs is at Annex B and Essentisl Faets and Figures on

Luxembourg and on Angle-Luxembourg trade at Annex C.,

RESUME OF ERIEFS
EUROFEAN COMMUNITY QUESTIONS (Brief No 2)

10. Aim is teo obtein Luxembourg support for effective
action to reduce UK net Budget contribution st Tublin
Council (Brief No 24). Iuxembourg's position so far has
been somewhat more sympathetic than for instance the

Belgian but they attach some importance to the Community

objections of principle to the kind of ideas we have put

forward for & solution to our problem. Ther de however
seem to recognise that there ie need for some form of
solution. M Werner will wish to hear the Prime Minister's
general views on the Community. Since we want to focus
attention on the Budget there is no need to go inte detail
on the CAP (Brief Ho 2C) except to the extent thst CAP
reform lmplnges on the Budgeb problem; (the linkage
between Lhese was established in the Anglo-Italisn talks

of 4/5 October).

11. The Inxembourgers may want sesurances of the new
Government's more positive approach to Community questions

(Brief No P?B) end to hesr that we have not closed the door




CONFIDENTIAL

to participation in the EME (Brief No PD) to which they

attach political importance. They may also want to hear
pur views on Community institutions including the site of

the European Parliament (Brief No ZE) and the guestion of

enlargenent (Brief Ho ZF}).
RHODESIA (Brief No

12. To inform the luxembourgers of progress to date at
the Constitutional Conference, and maintain thelr support,

particularly in the Nine, for our approach.

EAST/WEST RELATIONE (including CHINA) (Brief No 4)

1%. To coordinate views on policy towards the Soviet
Union, especially concerning Theatre Nuclear Force
Modernisation, CSCE, and the handling of relations with

China.
GOUTH-EAST ASIA (Brief No 5)

4. To compars views on the refugee problem and on

ol

measures to relieve famine in Cambodiag and %o discuss

F

tactics for handling Indo-Chinese problems at the UN.
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.ll.T.E ROYAL HIGHNESS THE GRAND DUKE OF LUXEMBOURG, XG (1972)

Duke of Kaseau, Prince of Beurbon-Parma

Sorn 5 January 1921. ZLEldeat son of Charlotte, Grand Duchess of Luxembourg, and
Felix, Prince of Bourbon-Parma. Acceded 12 November 1964 on the abdication of
his Mother.

Bducated at Ampleforth (1934-8) and Laval University, Quebec, (law and pelitical
science). Married 9 April 1953 to Princess Josfphine-Charlotte, daughter of

BEing Leopcld 111 of Belgium, 5 children: Princess Marie-Astrid 17 Feoruary 1954
Prince Herri {gv) 16 April 1955; twins, Prince Jean and Princess Marguretha, 15
May 1957; end Prince Guillaume 1 May 1963.

In 1540 Frince Jean escaped with the other members of the Royal Family via France,
wpain and Portugal to Canadn. In 1942 he returned with his parents to Britain
end eplieted and wae subseguently commissicmed in the Irish Guerds. He landed in
Normandy as a lieutenant with the Cuards Armoured Divieion and continued to serve
with that Division during its advance intoc Belgium mnd Germany. In May 1545 he
was seconded as Lisison Cfificer with the rank cf Captain, to the Allied Military
Migeion in Luxembourg. After demohiliestion in 19%5; ke devoted himself to

varicus nationsl interests in preparation for hie future rfle ss sovereign.

Since coming to the throne in 1964 he hae tackled his task with energy and
devotion and has won the affections of his people who, however, retain e special
affection for his Mother in her retirement. Although his mother speaks

Letzeburgesch, he is the firat of the dynesty to speak it like a Luxembourger.

His Royal Highaess has great charm and bas overcome a natural shypness. He ig
interested 1n and well informed soout intermetionel affairs. He and the Grand

=

Duchess prefer a country life. Their recreations include shooting, fishing and
gkiipng. They live in Luxembourg in a country castle and also have properties st
Vorderriss in Baveria and at Cabaemon in the south of France and & chelet in

awitzerland .

His Rowal Highness speasks perfect English and frecuently wigits Britain. He is

proud of his English education and his connexion with the British Army {he

presented the shamrock to the Irish Guards in Germany on 8t Patrick's Day 1977).
Although most Luxezbourgers are fond of Hritain, the Grend Duke is almost alone
among the leading pereonalities in being crientaoted towards British ways and
habits of thought rather than towards France.

JHe




He was the muest of Her Hajesty at tho Garter Cereamony im June 1975.
Fhe Grand Duchess speak warmly of their Btate Visit to Great Dritain

and The Gueen and The Dhike of Edinburgh"s retuorn vislt to Luxesbourg

He and
in 15972
in 1976.
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.]JEI.{ ROYAL IIGHNESS THE GRAND DUCHESS JOSEFHINE=CHARLOTTE ,
Princess of Belgium

Born 11 October 1927 in Belgium, daughter of King Leopold I11 and Queen Astrid.
Educated privately in Belgium.

In 1340, on the German invasion of Belgium, Her Eoyal Highness escaped first to
Frapnce and then to Spain. B5She returned some two months later after the
eapitulation of the Belgian Army and rejoined her father at Laaschen. In 194k,
just efter the Allied invesion of Normandy, she was taken with other memoers of
the Belgian Hoyel Family to Germany where she was interned until liberation in
May 1545. After the War she lived for L years in Switzerland with her fathar and
step-mother and did not return to Belgium until 1950 when the Belgisn Hoyal erisis
waE over. 1t is said that she felt deeply her father's second marriage and that,

gince her own marrispge in 155%, neither she nor her children see him.

The Grand Duchess is gracicus and intelligent and speaks excellent English {which
she learnt by herself). She ceems to ehare some of her husband's shymess in public
but has & mind of her own and brings upher children very strictly and in a rather
secluded atmosphere. &he certainly shares his preference for country life and is a

kpen gardenar.

It has been apparent since 1974 that she is suffering from back trouble but the

problem now seems to affect her less seriously. GShe has however had trouble with

har leg following & skiing accident in esrly 1978,

COMFIDEMNTI
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.:IIE ROYAL EIGHENESS PRINCE HENKI, PHINCE HERITIER, GCVO (1976)

Sorn 16 April 1955.

Flucated in Luxembourg, Switzerland and France, He has done short courses in
England to improve his English and in 1975 he successfilly completed a slx montha!
course at Sandhurat.

He appears regularly in public and often represents his father on official
ocoasions, A8 honorary President of the Luxesbourg Eccnomic Development Committee,
ne has undertaken some visits abrosd (ez to the USA in 1978).

Tall, pgood-looking and (like his father) shy; but extremely likeable. He shares
his parents! interest in sport, nature and an outdoor life.

THE CHILDHEN OF THE GRAND DUKE AND GRaXND DUCHESS

As well as Prince Hernri (gv), Princess Marie-Astrid (born 1954) plays an active
part in public life when she is in Luxesbourg. An attractive, guiet and
ponscientious girl, she has worked ms = nurse and was at one time interested in
nmursing in Africa. BShe has studied in Brussels and Paris and in 197 tock an
intensive English course in Cambridge. In early 1979, she went to Washington for
g Gix month attachment to the World Bank. (If legislation Iaid hefore the
Belgian Chember of Deputiea in 1978 had been passed, she would have been heir-
presumptive to the Belgian Throne.)

Prince Jean (born 1957) is wery shy but increasingly represents his father on public
pecasiong. Like his elder brother he has attended Sandhurst where he passed ocut in
August 1977. His twin sister, Princess Margaretha, who 1s probably the most
extrovert of the Grand-DTucal family, was educsted at S5t Mary's k=cot and 1B now
finishing her studies in the United Btates. Prince Cuillaume {born 1963) is made
to mppear in public occasionally (eg the National Day) but clearly finds it rather

a strain., He is in the French stream of the Eurcpean School in Luxembourg, but is
gaid to be very keen te fellew his brothers to Sandhuret.
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WERNER, FIERHE
Frime Minister, and Minister of Culture, Religious Affairs, Information and

Fress, Development and the Treasury (Christisn Social).

Born pear Lille in 1913.

Educated in Parimy Doctor of Law (1538), but soon left the Bar for the Bangue
Générale. 1045 sppointed Banking Control Commissioner. 1953 appointed by

¥ Bech as Minister of Finance and (195%) of the Armed Forces. Prime Ministsr
from 1359 of successive coalition povernments; with the Democrats (1. 7-64 and
L33-7+); and with the Socislists (1964-69). Having alss, &t one time or another
in this period, held the portfolics of Foreign Affaira, Juastice and the Civil
Service, there is not much he does not know about the working of the Luxembourg

Admipistration.

A very impresaive public servant who commanded widespread respect and estesm
during his long years of office, not least for the patience he showed in allowing
decisions to emerge by consensmus. His record in Cathelie Action and his strong
religious convictions undoubtedly helped to ensure his rapid rise to the head of
his party once he entered politics. He lacks the skill in public relations of

M Thorn but is an excellent speaker. In the 197 elections his party lost a
number of seats, and though still the largest party, he decided to reaim. He
thought that the Christian Social Pariy had probably been in power for too long
lever 50 years) and would benefit {rom a pericd to readjust and rethink. He
devoted a year to the organisation of the party, particularly to stimulating
interest from the younger generation, and the considerahle success of his Party
ip the 1979 elections was largely due to his efforts. He achieved the highest
personal vote in the 1979 pational elections and the second highest (after

M Thorn) in the Burcpesn Elections.

He is well-known internaticnally and for his chairmanship of the Buropean

Community's "Werner Committee" on Economic and Monetary Union (on which subject

he published a further book in 1977).

¥ Werner has a relaxed, friendly, open and attractive personality. Ha speaks
fluent English and inderstands betier than mest the British way of doing things.
He is s devoted family man, fond also of music {he is a good phanist) and
gardening. His wife comes from the distinpuished and influentinl Pescatore
family and is a strong character in her own right. Kesn on the OCecumenical

movemenit. Also speaks good English. 5 children.

CONFIDENTIAL




CONFIDENTIAL

THORN GASTON, GCVO (1976), GoMG (1972)

Daputy Prime Minister, Minister for Foreign Affairs, External Trade, the National
Evonomy, the Middle Classes snd Justice (Democrat).

Born 1928, Deported briefly as a schoolbay to Germany during the Nami

occupation. Educated Luwembourg, Montpallier (where hia father was employed as

a railway engineer), Lausanne and Paris. Doctor of Law. Practised at the
Luxembourg Bar, and was active in Luxembourg and international student activities.
1959 alected Deputy and Membar of the Buropean Assembly; subsequently Sccretary-
General of its Liberal Group; 1961-4 Luxembourg Municipal Council; 1961 to the
present, President of the Democratic Party. 1969-74 Minister of Foreign Affairs.
1974 Prime Mipister of the country's first Socialist-Liberal coalition. President
since 1970 of the liberal International and President of the Federation of Liberal
farties of the EEC. President of the Goneral Assembly of the United Nations
1975/76. He took over respomsibility for Economic Affairs and the Middle Glasses
in September 1977, having dropped his Ministerial responsibility for Sport and
having eppointed a Deputy Minister of Foreign Affaira, M Hamilius, to assist

him.

Aafter the 1979 elections, it scon became clear that he would not be able to reform
g coalition himeelf, and there was some doubt whether, in view of his persomal

regentment at the way in which the Christian Sociel Party had waged their campaign,
he would be prepared to serve again under M Werner (gv). He stood for election as
Libaral candidate for the Pregidency of the European Parliament, but having failed

to achieve this returned to Government with six portfoliocs.

Intelligent, gquick-witted and hard-working, he is an able politician with a
considerable flair for public relations. His persornal appeal was largely

regsponsible for the Democrats success in the 1974 election when his perscnal vote

wes the largest in the whole country; he again achieved a coneiderable perecnal

vote in the 1979 nationsl and European elections.

He found the task of combining the job of Prime Minister with three other portfoliocas,
a3 well ss many international functioms, very tiring. But in epite of lapees through
tiredness, impatience or frustration, he performed pretty well in internstional

meetings. He may hope to leave Government in & year or two (eg for the Commiesion).

Good English and German. Perfect French., Lively and attractive (an cutstandingly

funny mimic) in what private life he ellows himself. But he finds it increasingly

Seifficult
CONFIDENTIAL
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increasingly difficult to stop and unwind and he sushes himself very hard. After .

high bilood preseure during & visit to Washiagton in 1975, he became rather
worried about his health, but this does not diminish his nervous energy., In
private he sometimes seems unduly waspish and ckitical, but this may be simply

the result of hia contimmally driving his mind into activity.

Hiz wife Lili ame (whom he met when he was President, and she Secretary of the
Luxembourg Students Union and married i 1957)is an intelligent and capable
froe-larce journalist, who contributes frequent articles on current socisl end
culturel iesuse to the lecal preese, and whe helde particuleriy strong views on
women e rights. &She sharee hor husband®s intense interest in politdcs, but iz a
good deal more relaxed. She too speaks good English. An avid traveller, and they

have & holiday home in Spain.

Thymy b S, ' e s ]
ADIEY nave ont 80N 0OQrn in L3020
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FLESCH, COLETTE, CBE (1976)
Deputy and Mayor of Luxembourg (Demccrat).

Born 1937. Her father died young. Her mether, a lady of strong charascter
who died in 1976, took her im 1942 to the Dordogne, where she stayed until 1948,
thue being grounded in French rather thean her native lengusge. Though young &t
the time she hee reteined vivid memories of the Nazi cccupaticn of France.

Educated at the Sorbomnne end from 1958 to 1962 at Wellesley College and the
Fletcher Echool of Law and Diplomacy in the USA. She worked as an adainistrateur
in the EEC Council Secretariast's agriculture division until 1968 end remsine a
committed supporter of the European Community. 1969 elected to the Chasmber of
Deputies. 1970 Mayor of Luxembourpg (the first woman to be elected Mayor of a
capital city). Member of the European Parlisment and Chairman of ite Committee
on Development and Cooperation (re-asppointed in 1979). 1975 re-elected Heyor
alfter convincingly defeating o strong Christian-Social challenge led by M Werner.
Appointed Secretary Oeneral of Democrat Party 1976. Re-electsd to the Chamber

of Deputies snd the European Farliament im 1979.

An intellipent apd dynamic young politician who will certeinly have Ministerisl
offics in the future (if not as Luxembourg's first woman Prime Minister). She
hag go far stayed in the job of Mayor because it is considered more important
than most ministerial portfolics, though she would like to become a Miniater,
and would have been Deputy Prime Minicter and Foreign Mipister in the 1979
coalition if H Thorn lgv) had been elected President of the European Parliament.
She is something of a hercine with the younger peneration and received wvery high
popular votes in both the 1974 and 1979 elections. She has & friendly and warm
personality and speaks perfect English. Fenced in the Qlympic Cames of 1960,

1964, and 1968, and & good skier. COI viaite to the UK in 1970 and 1578.

Unmarried.
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TETE-A-TETE DISCOSSION: 10.00-10.30

The Prime Minister

Mr Patrick Wright, CMG, HM Ambassador, Luxembourg
1L Aicanabon

M. Fierre Werner (Prime Ministar)
M. Roger Hastert (Luxembourg Ambassador, London)

PLENARY SEGSION: 10 30=11,.30

British Delegation

The Prime Minister

iM ambassador, Luxembourg

Mr John twell, hesistant Under Secretary, FCO

Mr Michael Alexander, Private Secratary to the Prime Minister

Kr Henry James, Presa SBecretary

Luzsmboure Delegation

M. Pierre Werner (Prime Minister)
H. Gagton Thorn (Minister of Foreign and Economic Affairs)
M. Paul Helminger (Btate Secretary for Foreign and

Economic Affaira)

M. Roger Hastert (Luxembourg Ambassador, London)

Uther Possibles

H. Ernest Muhlen (State Secretary for Labour and Finance)

M, Cherles Heichling (S8ecretary-Oeneral, MFA)

M. Paul Mertz (Director for Political Affairs, MFA)

M. Joe Weyland (Mdrector of International Economic
Relationa, MFA}
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LIST OF BHIEFS

drief No l: Steering Brief
e Community Issues

(A) Budget

(8) UK General Policies on Community

(C) Cap

(D) EMS

(E) Institutions (including Three Wise Men)

(F) Enlargesment

Hhodealn

East/Mest relations (including China)

South-East Asis

Luxembourg: internmal political and economic scene
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TITEEMBOIRG:  FACTS AND FIGURES

=
Tand size: 2585 Tm {= ¢.999 sguar=s miles)

Pannlartinn: 357,600
(of whieh 260,200 Tuxembhourgers
88,400 aliens)

kate of inflation: % _4% 10987
£,2% (Julw 1979 on Julw 1978)

Exchanse rmatas for £1 19709 4009 1979
( Lux Frana at par with Marech Aurust Detober
Seleian franc)

1T
f

d
£

aneials iy A7 RE , Nl 2,00

Ieial Ve BY. 75 54,90

Jnemnoloyment : Senteambhar 1378 1,67
Septemher 1970 ARy
Iess than 1% of active nomilation (aporox 151.000)

GNP srowth rate 1976 - A0 2, 50
1980 - T (nradintad)

Neaft budret 1920: Lux Franes 45 BiTlion (sme)l puhlic sector
dafirit of IE 200 m)

Princina]l ayporto: F_"-m+-__u1 wvalna 1998 = [WF T3 B {,1_1"' whinh L.F E‘ﬁh £n
EEC pount=ies, ineludins LF 2,00 fo UTK)
Baze metals (irrn and ntanl), nlastis and rubhar,
textilas, mechanical and alectrical squipment.
Printipal imports: DTotal valus 4978 - LF 81b (of which ILF 74% from
EEC eountries, ineludine LF 4.8h from UK)
Minarals (ore, slar, fuels), mechanical and electrid

aquinment, hagae metale, food and heverages,
Erafnanant TRl r|'|'-'|:!1-|'|'ll

British exports to Luxembourr 147 - £23m (1.7 af Luvemhoure immorts)

T

lwamboure axnarte to Britain ANTR - E41m

Entimated aise of British sommunity in Luxemhourg = 2,500+

COMFDENTIAL
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‘H_IS DCCUMENT IS THE PROPERTY COF HER BRITANNIC MAJESTY'S GOVERNMENRT

BRIEF NO. 2 coPY NO |

12 Cotober 19749

PRIME MINISTER'S VISIT TO LUKXEMBOURG
18=19 CCTOERER 1979

COMMUNITY ISSUES

Brief by Foreign and Commomwealth Office

POINTS TO MAKE
(4) THE COMMUNITY BUDGET

5 b The Commission Reference Paper has elucidated the facts.

In 1980 the UX will be the seventh poorest Member of the Community
in terms of per capita GDP but will make the largest net
contributien to the budget. The problem will tend to get worse
if nothing is done. Tha scale is enormoug - over £1,000 million
in 1980, Incomprehengible to public and unacceptable.

E » Will mot bow to objections based on dogma (eg alleged non-
gexistence of "mtional"™ contributiona: they become real enough
when it iE a guestion of sharing them.) Problems affecting real
ragouroes nead real Answers. luxembourg believes in Community
and should help find them. A lop-sided Community will get
nowhere.

2 3 Commission anticipated 2t the time of our acceasion
negotiations that agriculutral spending would now amcunt to
40-60% of the budget, and UK receipts to 123=15k%. Reality
guite different: agricultura absorbs over TO%. Commiesion
estimate UK receipte at 9.6% for 1980. The “unacceptable
gsituation" which the Community committed itselfl to remedy in 1970

has arisen, and the 1975 financial mechanism cannot cope with it.

e G
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4, We are not seeking to become net beneficiaries but to
achieve a broad balance. Longer term developments, eg reduction
of expenditure on the CAP and development of new policies
benefiting the UX and other poorer members mey eventually change
the picture. But Ior the moment no altermative to 8 corrective
mechaniam which will last as long as the present imbalance exists.
Must relate to both our excessive grofs contribution and our
exceptionally low level of receipis. Cur preliminary view 18
that this may call for a mechanism operating directly on cur net
contribution. But it could be based on exiating financial
mechanism though with a further feature added in compensation for
low receipts. Alternatively it could take the form of a new
mechaniam.

P Commission will come forward with proposals for solutions in
early November. Hopa that the Luxembourg Goverrment will
guickly addresa iteelf to these in nreparation for the November
European Council. Agreed at Strasbourg that decisions would be
taken then.

DEFENSIVE POINTS

b. U is now in strong economic situation because of HRorth Sea
o0il: single resource does not set whole plicture right. Qur per
capita GNP (a recognised objective yardstick) already reflects
these benefits, yet it remains well below the Community average,

i i UK attributes MCAs wrongly: for practical purposes this
argument now barely relevant. UL MCA is small compared with a
year ego. It recently dropped to zerc and is currently at 0.8%
compared with 39.9% at one time in 1078, But MCA= are
prinoipally of economic benefit to the exporter vho would
ctherwise be unable to sell at sl]l or vould have to =ell at =

LOMFIDENTIAL
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logs on lower priced markets like TE,
m_f

8. [ seeking "juste retour" implies that esach state should

gat back from each policy what it pute in: we are not asking for
thig. Cn the contrary we believe that in ldeal circumstances
there should be flows %o the less prosperous (ez Ireland) = the
latter include the UE, at present a mejor contributor. Taking
refuge in slogans is an Inadequate response to a Community problem
af excentional gravity.

D o such thing as a national contribution: we do not seek to

change the own reacurces system but a duty or & share of VAT
collected in Uf and remitted to Brussels to be spent elsewhere is
an undeniable transfer. The scale of these tranzfers has reached
8 point where something has to be done sbout it. We are talking
gbout the aconomic consequences of the own resources system and
aeking that they should not run counter to the Community's other
aims; mnot challenging the system, The Financial Mechanism
recognises that the teriffs and Yevies constitute 2 national
contribution.

. Hotjerdam problem: we recognise thet imports through
Rotterdam to eg Luxembourg may result in wronz attribution of the
incidence of duties (and therefore contributions). But this
does not apply Ir the case of the Ul where transit trade is leass
gignificant. And since imports from other Wember States (which
may inceroorate an element of duty) exceed exports, the burden

of duties on the UK is if anything understisted.

11. UK would pay less il it changed its patitern of importe: the

proportion ol our imports from the resi of the Comsunity has risen
e

substantially since we Joined amd will probably econtimae to risa,

R s — —
(27% in 1970, 31.6% in 1973 to 40.5% in 1978) But we totally

o

- 3 -
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reject implications of this criticism: EEC aim is to encourage
world trade (Article 110) mot stifle it. To deny consumers =
free choice quite umacoepisble to UK Govermment (as to that of any
other Member State).

2. UK agking too much at time of widespread budgetary stringency:

if others cannot bear even part of this burden, how can it be

considered politically or economiecally acceptable for the UK to

bear the lot? ..

13. UK budgetery solution should be linked to concessions on fish,
ensrgy etc: we do not ses why the Comrunity should sk us to pey
Tor a fair solution to a Communibty problem. Wie are ready to work
for parallel progress across the whole front of Communi ty business
but each area raises ite own economic and political problems.

14. INNew Fealand Butter: the Community btutter mountain arises

{rom too high CAP support prices not New Zealand imports, which

gre small compared with Community surpluseas. The Community's
practice of dumping subsidised exports on the world market amlso

maxes it very difficult for New Zealand to diveraify her outlets. .
New Zealend i1s a factor for politicasl stability in the South
Pacifiec., The Community has an interest in her economic health on
this account, too.

15. A1l that is needed/megotiable is scme arrengement for partisl

alleviation over the next year or two: thies means the Community

would face the problem yet again when the arrangement expired.

WMuch better to diapose of problem now. Burden too gresat for mere
tinkering. In the leonger term, expect to tackle with our partners
the problems (chielly relating to CAP) which underlie our budget
difficulties, 20 need for corrective mechanism should be reduced

or removed in time. But cannot wait for remedial action in that

=COAMHDENTIAL




CONFIDENTIAL

timescale.
16. Commission have wrongly attributed Community adminiatrative

expenditure arising in Luxembourg &5 part of Luxembourg's receipts:

we accept that economic benefit veries between different
categories of expenditure. Convention of attributing
administrative expenditure in this way may slightly exasgerate
benefit to Luxembourg economy. But presence of Community
instituticns does bring considerable and pubstantial economic
gaine. In any cane 1t is clear that the problem the Community
has t¢ tackle relates to the British contribution not to
Taucembourg " s.

(B) UK's GENERAL POLICIES ON THE COMMUNITY

17. Our sctions demonstrate determination to make a success of
the Community &nd our membership. Have now lifted or agreed %o
1ift mo=st of the outstanding reserves placed by previous
Govermment on Community policies. At the European Council in
Strasbourg I announced our intention fto participete in the deposit
of reserves on s =wop basis; and we subsequently lifted UK
reserve on B Intereat lNate Subsidies Regulation, We have
announced termination of Offshore Supplies Interest Helief Grant
Scheme. We hove adopted a more constructive policy on anargy
and are anxious to co-operate with our partners in dealing with
the energy problems Tacing the Community.

(c) COMMON AGRICULTURAL POLICY

18. We do0 not want to destroy CAPT. Fut iT 1t isa to survive,

vital for Community %o bring costs under control. It absorbs
almost 75% of entire budget and is rising faster than "own
resources™. Sursluses alone account for 507 of total budget.

Excessive support priceées astimulate surpluses and also put

CONFIDENTIAL
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unnecessary burden on consumers.

19. Present system hits net food importers like UK and Italy
hecause of high import costs as well as budgetary costa. This
increases disparities within Community.

20. The VAT 1% ceiling will reguire the Community to impose
discipline.

(D) EUROPEAN MONETAR

#). The European HNonetary System is a vital nart of the .

Community's delance ggainat world monetary instability. The
BEritish Government support the syatem and already have meny links
with 1t¥.

21. We have not yet taken = decision about entry into the
exchange rate mechanisam. The present fluctumtion in the value
of sterling, which is determined by our oil reservea rather than
by our economic performahce, ie & problem. It is the British

4

Covernment's objective to join the EMS when conditions are
sufficiently stabla.

(E} INSTITUTIQNS

REPORT OF THE THREE WISE MEN

2. HReport seems likely Lo contain modest and uncontroversial
nroposal s, Hone to reach a political consensus in favour of
some straightforwerd procedural reforms. We do not see any
reguirement for change 1n the nresant inter-institutional balance.
23. European Council likely to take note and refer to appropriate
Community bodies for detailed

24, [If Mr Werner mentions Giscard idea of iwo year Prasidenay
of Buropsan Courncil] ghare French wview of importance of the
Baropean Courncil. Not clear whether Giscerd has formally

advocated longer=term Presicdency. An interesting idea but it

co f‘ﬂ.FI DENTIAL
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would reguire much thought.

BUROPEAN PARLIAMENT [If raised]

2h. Hope that as it settles down it will come to play a
constructive part in development of the Community. Relationship
with Council, particularly, should develop in spirit of
co=0paration not confrontation. While legitimate for European
Parliament Lo seek %o increase influence see no reason to extend

formal powears under the Treaties.

Site of Buropean Parliament [If rsised]

26. Tavour most effisient, cost-e:

but eccent that all HMember States mist agree on permanent sites.

COMMISSION REVIEW BODY (SPIERENBURG) [If raised]

2T. 9till studying recent Splearenburg Renort. ¥o final view on

idea of reducing mumber of Commissioners to one per country.

Reduction and rationmalisation of Directorates<General could make

gense, Keen to reduce bureaucracy.

EURCPEAN ECONCMIC AND SOCIAL POLICY RESEARCH TNSTITUTE [If raised]

283. TDoubt need for this new institute. Likely to duplicate

gother work, But we recognise interest of other MMember States

and are willing to contimue discussions if that is general wish.

EUROPEAN COURT OF JUSTICE [If raised)

29. (a) Role of Court important and ite suthority muat be
unhald;

(b) but we are dubious sbout Court's tenlency to extend
boundaries of Community compeatence &g attribution
to Comminity of exclusive treaty making powers in
fields which are not the subjeet of comprehensive

Community legislation.
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(F) ENLARGENERT

30. Fimly support enlargement. It will help to consolidate
democracy in the applicant countries and contribute to BEaropean
gtabllity.

3i7. Well sware that it is likely to create economic strains in
the Community. This mates it even more importent to resolve

now gquestions such as sgricultural spending, budgetary

arrangements, fisheries policy, and future of Regiomal and Socisl .

Funde.
32. Glad Greek negotiations completed succesafully. Mamber
3tates should now allow Spanish and Portuguese negotiations to

take their natural course, avoiding umnecessary delay.
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ESEENTIAL PACTS
(A) COMMUNITY BUDGET
Tnxembourg Attitude

1. The last substantive bilateral discussion with the
Inxembourgers was on 11 June (Lord Privy Beal/M. Thorn),
They were helpfully disposed to us in edmitting the need for
an urgent solution, but were concerned that the own

regources system should not be damsaged. It is unlikely

that the change of govermment will have made any difference

to their genersl approach,

2. In the 17 Beptember Finence Council, M. Muhler did not
take an extreme position, though he expreseed doubt about the
Commissicon's figures (principally becsuse of the guegtion of
attribution of Community administrative expenditure, & point
which concerns the Belgians as well., Without sdministrative
expenditure, Iuxembourg has estimated net receipts of

11 million EUA for 1980, with: 292 million EUA).

Timetable

L Commission began work on their second paper at their
recent informal country weekend, which went gquite well from
our point of view. M. No#l will once sgain co-ordinate paper.
Commisgion will take up paper formally an-éz;ﬂctﬂher. Finali=a
29 October. Should be sveileble sarly in November.

4, One of our main difficulties in the period leading up to
the Dutlin Bummit will be to eneure that Italiasn demand for
compensation for CAP trade effects (the extra cost of buying
from othar Member Statesa st CAP determined prices instead of

at world prices) does not emable ocur opponents to put off =

_.9_
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decision on the UE budget solution. Unlikely to be brought

up by Mr Werner.

(B) UK GENERAL POLICIES ON THE COMMUNITY

S« We now support Community accession to the Donn, Barcelons
and Oslo Conventions (on marine pollution) and have agreed to
1ift our reserves on the Aircraft Nolse Directive snd three
miclear communications. Our approach on Regional Policy and
Shipbuilding Policy is more acceptable to the Commission.

We sre taking a positive stsnce on the three VAT directives.
Working to resolve outstanding problems in other fields (e.g.
architects directive, social insurance directives, etec).

While opposing wastc or unnecessary activity we have been able
to atrike s positive nota about the need for more effective
Community pelicies in such fields as industrial research and
development, the environment, transport infrastructure,

further removal of barriers to trade, etc.

(C) CAF

Eu Total provision for EEC expenditure in 1979 currently
about £9 bpillion, of which CAP accounts for £6.5 billion.

But the Commission are about te present a supplementary budget
for £550 million wholly on account of the CAP, On present
policies, the CAF will cost st lesst s further £500 million
in 1980. Even assuming no incresase 1n expenditure on other
policies, total EEC expenditure is likely to reach the limit
of the Community's "own resocurces"” (the 1% VAT rate) in 1981,
or aven earlier, unless the rate of increasse in CAP expenditure
ig sharply reduced;

- 10
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i How that Schmidt snd Giscard have come out firmly againat

raiging the 1% limit, other Member States are beglinning to
reslige that difficult decisions on the CAP will have to be

madea., Inyvembourg, like the other smaller Member Btates, is

a strong supporter of the CAP both s the Commnity's most
ambitious policy snd because of the benefite she derives from it.
8. Main commedities persistently in heavy surplus: milk
products (butter and skimmed milk powders), wheat snd sugar.

In 1978 =ome 15% of Community milk production wes surplus to

requirements and about 40% (£2,200 million)} of the sgricultursl

budget was spent on support for this sector.
Q. In 1978, adverse trade effects for UE amounted to
£200 million {onm top of net budget conmtribution io that yesr

of £662 million).

(D) EMB

10. The review of certain features of the EMS, due to take
place in September, wee terminated sheasd of schedule by the
Finance Ministers on 17 Beptember, becanse 1f was thought to
be unsettling the foreign exchange markets.

1M1« 0On 2% September, there wes & realigoment of EMB
currancies, The Deutschmark wss revalued by &%, and the
Denish kroner devalued by 3%. This showed that parity changes
cen teke place reascnably promptly in response to market
pPressure. But some members of the AIMNE spent considerable
gums out of their reserves supporting their currencies in the
waek before the realigoment. And inevitably agreement was

not eagy and reguired compromise.

- 11=
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12. The procedure on 25 September 4id not provide for the
degree of consultation of the UE, a5 a non-participant in

the exchange rate arrsngements, laid down in the EMB resoclution
of the European Council. Bome other Member Etates felt this
too. We heve Bsid that the procedures need to be reviewed

and improved.

(E) INSTITUTIONE

Three Wise Men

1%, Termes of refereance at Annex.

14. Their report due to be given to Member States and
published end October/beginning November. Although we have
not yet seen & copy of the draft report, we understsnd it will
conform to terme of reference and concantrate on practical
measures which can be implemented without Tresty amendment.

Europesn Parliament

15. Direct elections to the Europesn Perlisment were held on

7=10 June; the UK hss 81 members (MEPs) snd Luxembourg &. .

At the inaugural session in July Mme Simone Veil, the former
Minigter of Health under President Giscard was elected
Fresident. The gupport of the UK Conservatives in the
European Democrastic Group was lnstrumental in securing her
alection. M. Thorn, the former Prime Minister of Luxembourg
and now deputy Prime Minister and Foreign Minister, would have
liked the Jjob. The directly-elected Parliament has not yat
settled down. Mme Veil is imexperienced and her chairmanship
ireffective; many of the new MEPs are still finding their feet.

But there are some powerful names (e.g. Brandt, Chirac) and

= §2 =
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we cen expect the Parlisment to try to incresse ite influencs,

if not its formel powers. It is already looking for weys to
exploit its responsibilities under the budgetary procedure and
might chellenge the Councll over the 1980 budget.

Site of the Europesn Parliament

16, The Parlisment's Secretariat is in Luxembourg; ita
sessions are held in Strasbourg and Luxembourg (although the
latter hes not yet got = building large encugh to hold the

410 directly-elected MEFs) and ite Committees meet meinly in
Brusaele, This wastes time and monay. The Treaties 88y
"Tuxembourg, Brussels and BStrasbourg shall remain the
provisional places of work of the institutions of the Community";
and to change this would reguire the sgreement of all the
Member States. Heither ILuxembourg ncr France would be likely
to egree a changs. Littls point in the UE pressiog for a
gingle permenent site now. Cur intereat 1s to ensure that
nothing is done which prejudices further the chances of
achileving a more sensible soluticn in time.

Commission Review Body (Epierenburg)

17. Commisgion Review Body chaired by Ambasssdor Bpierenburg

(Dutch) reported to the Commission on 24 Beptember. Principal

recommendations were: One Commissioner per Member State
following enlargement; reduction number of portfolios and of
Directorates-General; reduction power of Cabinetsa; series of
staff changes aimed st improving mensgemert flexibility,
operational effectiveness of Commission ete. UK officials
now studying proposals and will submit recommendations to

Miniaters. Premeturs to give definitive comment. Formally

-13-
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next step 1s for Commiseion to decide what it intends to do

with the report.

European Economic snd Social Poliecy Institute (EESPRI)

18. Commission proposal for mendete to negotiate establishment
of a Buropesn Economic and Socisl Policy Research Inmstitute
(modelled on American Brookings) currently before Council.

UE has questioned need for such an institute. Discussions
contimue later this month in COREPER.

Court of Justice

19. ILuxembourgers may express concern at French attitude to
the Court, which they suspect UK shares, snd which they regard
a8 a potential threat to the independence of the Court.

20, French heve shown concern about recent judgements by the
Buropean Court, particularly its confirmstion of perts of the
Euratom Treaty which had long ceased to have practical effect.
We share this concern, especislly in relation to & series of

Judgements and opinions which have extended significantly the

concept that by virtue of ite internmal legislation (existing .

or potential) the Community mey acquire exclusive Treaty-
making powers in the field of externmal relaticns, thereby
extinguishing, correspondingly, the individuel treaty-making
power of the Member States in the area covered.

27 o Degpite this partial coincidence of view we are
reluctant to give French overt support at this stage: such
support may be a negotiating card later, but there are risks
of antagonlsing other Member States, including Iuxembourg, st

a time when we need their support too on the budget.

=14 -
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(F) ENTARGEMENT

Timetable

22. (a) Greecs

Treaty of Accessicn signed 28 M=y, Formal entry due 1 Jamary
1981.

(b) Portugal and Epain

Negotietions in train. Entry probably in 1983,

Progpects for negotiations

2%. Portuguese negotistions unlikely to raise major
difficulties becsuse Fortuguess economy no threat teo any
existing Member S8tste. But some problems expected over
textiles ond Portuguese requests for costly pre-accession aid.
The main problems will be for Portugsl iteself in adapting its
aconomy to the strains of memberahip.

24, BEpanigh nagotiations likely to be difficult msinly
because of present degree of protection of Spanish 1ndustTy
and becsuse of French end Italian concerm over Spanish
competitieon in Mediterranean sgricultural produce. French
deliberately slowed down negotiations during their Fresidency.
Prench Presidential elections in March 1983 likely to be an
important factor.

25, Iuxembourg supports enlargement but like other small
Member States concerned at possible weskening of Community.

Economic Implications

26. New strains will bhe put on CAFP (spplicants have large

sgricultursl sectors), Regienal and Socisl Punds, and fisheries

policy (Spain has lergest fleet in Burope ). Three new

membera will be net recipients from Budget. Budget's size

will be inecreased by 11--14% (assuming policies unchanged).

-
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27. Abgsorption of three less prosperous members may act as
dreg on Community and incredsse tendencles towards development
of two tiers. But scele of problem should not be

exgggerated: GDF of three applicants put together only about

10% of present Community.

Foreign snd Commonwealth Office

12 Detober 19749
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FOLLOWING ARE TERMS CF REFERENCE FOR THE "COMMITTEE OF

WISE MEN"

A a follow=-up to the proposal made by the Fresident of
the French Hepublic, the European GUouncil has agreed to call
upon o nmumber of eminent persons with special kmowledge of
Buropean affairse to give thought to such affeirs.

The Committee thus formed is made up of the following
persons:

Mr Barend Biesheuvel
Mr Edmund Dell
Mr Robert Marjolin

The Europesn Council invites the Committee to coneider
the adjustments to the machinery and procedures of the
institutions which are required for the proper ocperstion of
the Communities on the basis of and in complience with the
Tresties, including their institutional arrangements, and
for progress towards Furopean Union. It emphasises the

interest it atteches to having availeble specific propoaals

in thie connection which may be implemented swiftly and which

take into eccount experience to date and the prospective
enlargemsnt to twelwve,
The European Council reguests the Committee to report

back on its comclusions when the Council meets in October 1979.




CONFIDENTIA

MINISTER®

Wl w3

18 /19




to the Couneil on the attainment of economic and monetary
goal was pll ENU
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12 Detober 1979

FRIME MINISTER'E VIEIT TO LUXEMBOURG
18-19 OCTCOEER 1979

RHODESTA

Brief by Foreign and Commonwealth Office

POINTS TO MAEE

1. We are keeping in close touch with our partners on Ehodesia,
in capitals and in London. Grateful for support of EEC partners
80 far. Especially grateful for M. Thorm's reference to our

initiative at UN General issembly on 8 October.

2. For mlmost six weeks, we have been working in the Conference

for agreement on a Constitution which indisputably provides for
gemuin® majority rale. We have made no concessions to the Salisbhury
delegation on this principle. They have now accepted such &
Constitution. They have also agreed that there should be electicns

supervised under our authority:; and on & cessafire,

5. The Constitution which we have drawn up naturally lies between
/two
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two very much opposed points of view: we are convinced it is

the only basis on which it would be possible for the two sides

to agree. The Patriotic Front have pot yet acceplted 1it.

But if we sought to re-open the package, Bishop Muzorewa and his
delegation could accuse us of bad faith. We are therefore standing
firm on the Constitution and are not prepared to discuss the
arrangements for implementing it with anyone who has not accepted

it.

4. We have thus begun discussing with Bishop Muzorewa's delegetion .
glone the guestion of the holding of fresa and fair elesctions,
supervised under our suthority, as agreed at Imsaka. It remains

open for the Fatriotic Front to accept the Constitution and join in.
We hope they will, and believe they are close to doing so. We aim

to keap the interim arrangements as simple, and the interim perioed

a8 short, as peossible., It is not the purpose of the pre-independence
period to pre-judge the decisions of s future government on such

matters as the shape of the armed forces and poliece.

Land [if raised] .
2= We recognise the great importance of this problem to both sides.

The independence Constitution makes fully adequate provision for

the government to acquire land for settlement. DBut there must

also be adequate compensation. We have tried to help the Patriotic
Front over this gquestion. Lord Carrington said in the Conference

Jon
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on 11 Cctober that we would help, within the limits of our financial
resources, wWith technical assistence for land development schemes
and capital sid for sgricultural development. The Americans have
also offered help. We hope that other governments will be ready

to do 80 to0.

Sanctions [ if raised]

6. The lifting of sanctions will follow the restoration of
legality. It will ba for the British Parliament to determine
when thie takes place. We shall keep in touch with our partners

about handling at the UN.

BACEGRCUND (not for use)

7« The nine have been generally helpful on Rhodesia. M. Thorn
made a particularly warm reference to our initiative when
addressing the General Assembly on B October. Copies are

attached of the following:-

A Statement by EEC Foreign Ministem in Pelitical Co-operation,
11 September
B Extract from Presidency speech at UNGA, 25 Eeptember

€ Extract from M. Thorn's speesch at UNGA, 8 October.

g« In dealing with the EEC over Rhodesia, we face two particular

problems, neither of which gshould be taclled at this meeting.

/The
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The UNGA statement (ref B) refers to EEC support for a settlement
"acceptable to all the parties involved". This could be awkward
if, ag is possible, we later wish to seek EEC support for a
gettlement to which one or more of the parties have been unable
to agree. OSut we must cross that bridge when we come to it:

for the moment our line must be that we are making a determined

effort to achieve all-party agresment.

9. The other problem concerns sanctions. If we fail to achieve
all-party agreement we shall argue that since Security Council
resolutions imposing sanctions were predicated upon the

existence of a state of illegality which constituted a threat

%

to peace, & return to legality automatically makes sanctions lapse.

We have tried this out privately on the French, whose lawyers were
disinclined to support it. We judge that the amount of support

we can get from the EEC will depend very much on the political
context in which action is needed in the Becurity Council. Here
again, to try to prepare the ground in advance would simply arouse
suspiclions on the part of some member countries that we have no

intention of reaching agreement with the Patriotie Front.

Foreign end Commonwealth Office
12 October 1979
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RHODESIA; STATEMENT AGREED BY THE EEC MINISTERIAL MEETING IN POLITICAL
CO-OPERATION, DUBLIN, 11 SEPTEMBER 1979

1. ‘The Foreign Ministers of the Nine welcome the understanding reached
by the Commonwealth Heads of Government in Lusaka on the gquestion of
Rhodesia. This ineludes notably the principles that independence on
the bagis of majority rule requires the adoption of a democratic
constitution including appropriate safeguards for minorities, and that
a govermment formed under such an independence constitution must be

chosen through free and falr elections properly supervised under British

Governmeént authority and with Commonwezallh observers.,

2, Noting that the Lusaka statement acknowledged that it is the
constitutional responsibility of the British Government to grant legal
independence to Rhodesia on the basis of majority rule, they welcome the
action the United Kingdom Government has taken in circulating
onstitutional propesals within the Lusaka framework and in inviting the
parties to attend a Constitutlonal Conference which opened at Lancaster
House on 10 September.

3. They are encouraged by the agreement of all parties to attend the

Conference and urge them to seize this opportunity to achieve a politiecal
solution on the basis of genuine majority rule.

& October 1979 Bhodesia Department




HHODESIA: EXTRACT FROM SPEECH DELIVERED AT THE UN GENERAL ASSEMHELY
BY THE IRISE FPOREIGN MINISTER, MR MICHAEL O'KENAEDY, On BEHALF OF

THE EEC, ON 25 SEPTEMBER 1979

1, 8o far as Rhodesia is concerned the Nine in their statement of
11 September welcomed the understanding reached by the Commonwealth
Heads of Governmenl in Lusaka and the action of the UK Govermment

in lioviting the parties to attend the Constitutional Conference in
London. They trust that this will make possible a solution to the
eonflict on the basis of genuine majority rule. Continued

bloodshed will only serve ta prolong the suffering of all the

people of Zimbabwe. The Nine therefore reaffirm their support for a
peaceful settlement acceptable to all the parties invelved. Once
such a settlement has been achieved, the European Community is ready
to play 1ts part in assisting the development of independent
Zimbabwe

B October 19749 Rhodesia Department




RHODESIA: EXTRACT FROM SPEECH DELIVERED AT THE UN GENERAL
ASSEMBLY BY M THORN,DEPUTY PRIME MINISTER AND MINISTER OF

FOREIGN AFFAIRS OF LUXEMBOURG, ON 8 OCTOBRER I979,

Now I wish fto turn to ancther part of southern Africa which has
been beset by so many conflicts, Zimbabwe-RBhodesia. First mnd
foremost, I should like to pay.a slncere tribute to the historic
initiative taken by Mrs Margaret Thatcher, Prime Minister of the
United Kingdom, and to her Foreign Minister, my colleague Lord
carrington.

The Conference in London is now entering its fifth week. Every
single one of the parties will have been seated at the same table.
That is & positive point, and we fervently hope that the asdditional
time for thought which they all accorded themsleves will bring
everybody closer together and closer, also, I hope, to the common
goal, which is independence snd peace fTor that part of Africa.

Let all those who are negotiating today be keenly aware of their

responsibilities to their fellow citlizens, who certainly have no

other desire but finally to enjoy A life of peace without poverty,

suffering and injustice.
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12 OCTOBER 1979

PRIME MINISTER'S VISIT TO LUXEMBOURG
18-19 OCTOBER 1978

EAST-WEST RELATIONS ([ INCLUDING CHINA)

Brief by Foreign and Commonwealth Office

POINTS TO MAKE

US-SOVIET RELATIONS

- 8 Much depends on ratification of SALT 11 which we support.
Welcome President Carter's firm stand on Soviet combat troops in
Cuba. Hope Russians will recognise his resolve in this matter.
EURCPEAN SECURITY

2. Concerned sbout Soviet military build-up and refusal to move
in MBFR. NATD must take a firm line.

TNF

- Hope your Government can join mine in firm support for US
deployment proposals.

BREZHNEV 'S PROPOSALS OF & OCTOBER

L Need to study Brezhnev's proposals carefully in Alliance:
clarifications required. Brezhnev's offers eyecatching but do
not provide ground for modifying THF modernisation plans.

CSCE
. CSCE can make valuable contribution to East-Wesi relations,
But repeat at Madrid of confrontation of Belgrade would damage

CSCE's credibility. Much will depend on Eastern implementation

Jof
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of the Helsinki Final Act.

5. East seeking to shift the emphasis of CBCE to 'military
detente’ ., Serious consideration of this at Madrid inevitable:
but must be matched by progress in the humanitarian areas.

CTB [Defensive]

il We are working steadily but end not vet in sight.
Negotiations focussed on verification,

|IT pressed]:

B. Difficulty over SBoviet demand for technically unjustified .

seismic stations on UKE's scattered island dependencies,

CHINA

2. How did Grand Duke and Duchess's visit go? What impressions
of China and of Premier Hua?

10, Welcome Chinese leadership's outward-looking foreign policies,
and reallstic modernisation programme. Bino-British relations
developing well in political. commercial and cultural Tfields.

11, Husa's forthcoming visit to UK a major opportunity to impress
Western views and values. Look forward to wide-ranging discussion
of international situation, including East-West and Sino-Soviet
relations, Sonth East A2s5ia and Southern Africa as well as bilateral
issues including trade. Co-ordinating our approach on

internatiopnal issues with French, Germans and Italians.

JBACKGROUND
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BACEGROUND [MAY BE USED FREELY]

LE=WIET RELATIONS

| Our cautious judgement on SALT 11 ratification prospects has
been that the Administration would serape home. But confirmation
of presence of 2-3,000 Boviet combat troops in Cuba came at very
difficult time for Administration. Joviet forces do not contravene
Us-8oviet understanding or threaten US mainland, but created a
gserious US=-Scviet political problem. Remainsg to be seen whether
Carter's statement of 1 October will resolve situation.

2. Many problems for East-West relations next year even if SALT II
ratified. Presidential elections in USA, electlons in PRG and in
due course departure of Brezshnev will cause uncertainty.

CECE meeting in Madrid and Olympic Games in Moscow could further
stimulate Western interest in Soviet and East European human rights
record.

THE THIRD WORLD

< 8 Russians less active of late in Third World except Afghanistan.

Cubans bogged down in guerilla warfare in Ethiopia and Angola.

A major Soviet gain in Vieitnam but corresponding loss of ground in
ASEAN and Japan.
THF
4 . Alliance to decide on TNF modernlisation at Dacember Ministerials
fbasing US Cruise and Pershing 11 mis=zilez in the UK, FRG, Italy,
Netherlands and Belgium And a parallel THNF arms control proposal. )
Luxembourg not participating directly but Luaxembonrgecis political
support useful particolarly with the Belgiangs and the Dutech whose
participation is essential.
JBREZHNEV 'S
- e
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BREZHNEV'S PROPOSALS

G. On 6 October, Brezhnev announced unilateral withdrawal of
20,000 Soviet troops and 1,000 tanks Trom the GDR and offered to
reduce the number of medium range nuclealr sSystems deployed in the
'Western Soviet Union' provided no additional medium range nuclear
systems were deployed in Western Europe. He also made some
additional proposals on confidence-building measures,

6. Brezhnev's prime motive to complicate and, if possible,
frustrate NATO's decision-making about TNF modernisation. His
proposals do not refer to the 88520 but to Soviet medium range
systems in general and specifically apply only to the Western
areas of the Soviet Unlon, whereas S320s capable of striking
Western European targets are already deployed East of the Urals,
But the Russians may hope that a vague expression of willingness
to reduce Soviet TNF will reduce public support for the deployment
of new TNF especially in the FRG, Belgium and the Netherlands.

s Subsidiary motives may be to encourage SALT ratification,

to disarm Western critieism of the 'Soviet threat', about which
the Russians are sensitive, and to inject some animation into MBFR
at a time when SALT seems to be stuck. However, the reductlons

in troops and tanks announced by Brezhnev will do little to reduce

Soviet numerical advantages (160,000 ground troops and over 10 000

main battle tanks). In any case A Soviet move in this field is
irrelevant to TNF modernisation.

C3CE

8. CSCE review meeting in November 1980 in Madrid to consider

implementation of the Helsinki Final Act (1975). The first

Jreview
aa
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review conference at Belgrade (1977) depenerated into publie
recriminations on human rights and is widely considered to have
been a 'non-succoesg?,

£ UK and Luxembourg policies on CSCE are closely co-ordinated
in Political Co-operation and in NATO: there are no significant
differences of opinion.

CHINA

rand Duke and Duchegs's Vigit

140, Grand Duke and Duchess visited China 26 September = 5 October.
The party included M Thorn, prominent businessmen and industrialists.
They visited Peking, Xian, Nanjing, Guilin and Canton, accompanied
by Vice Premier Kang Shien.

11. Grand Duke received in style. Hua and three Vice Premiers

met him at airport. Vigit primarily ceremonial, but also had
economic content. M Thorn and Huang Hua signed & Cultural

Agreement and an 'accord relating to regular aviation services for
merchandise’, There were detailed discussions on supply of steel

and related technology from Luxembourg.

Premier Hua's Visiti to Western Europe

12. Hua to wvisit Britain 28 October - 3 November, after France
and West Germany, and before Italy. Will have two sessions of
talks with the Prime Minister, and lunch with The Queen. Will be
accompanied by Vice Premier Yu Qiuli (Chipna's foremost active
sconomist) and Forelgn Minister Huang Hua, as well as four Vice
Ministers. Will wvisit Derby and Oxford.

ﬁinDaSleet_ﬁﬁlﬁjinnH

13. Little progress in the Sino-Soviet talks which started in

Moscow in late September. Neither side has expressed optimisism
Ffabout
_5—
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ahout the likely ocutcoma. But some improvement in state relations
would be in the interests of both sides,

Sino=Vietpnumesoe Relations

i4 Sino-Vietnamese talks similarly unpraductive. Chinesas hAave

raised tensions by threats of further 'punishment', and both sides

continue to exchange accusations of border violations. No signs

that further. major Chinese incursions planned for the immediate

Fature.

Foreign and Commonwealth Difice
12 Oetober 1979
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BRTEF HO > COFE RO

12 October 1979

FRIME MINIGTER'S VISIT TO LUXEFMBCAKG
18-19 CCICBER 1979

BSOUTH-EAST ABIA
Erief by Foreign and Commonwealth Office
POIRTS 10 HAEE

Yietnamcse Hefupees

gEhe Refupes flow much reduced since Geneva, althcugh recently
some up-gurge - perhaps with degree of official Vietnamese
connivance. Vietnamese Government's moratorium conceded et
the July meeting in Gemeva partly responsible, but flow usually
drops in monsoon Season. Un Becretary General's report on the
situation is expected October/ November. We favour discuseion
on it ‘in the General Assembly,

2, Befugses s8till arriving in Hong Kong (where there

are now over 65,000) et a rate of nearly 10C a day. Hong Kong
deserves all possible help in off-take, Can laxembourg do
something? Grand Duke and Grend Duchess of Luxembourg receally
visited refuges camp in Hong Kong; what were their

Famine Helief

may stick, for ICHC and UNICEF to start work
in Cambodia on acceptable terms. Oxfam and other relief
agencies already in the field. Without a massive and properly
supervised operation it will be impoessible to save thousandas 'of
Cambodians from starvation and disease. Cur Hercules aircraft,

/fprovided
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provided for a food-ghuttle at ICEC request, is already in the
area; we will be providing rice and other supplies.

cambpdia: Inited Nationz lebate

4, We shall support ASEAN countries, who have tasbled an

item on the Cambedian situation; but their intention of
combining humanitarian elements with political ones in their
resolution could frighten off some countries. The Nine should

keep in close touch in New York on tactics.

2+ We consider & neutralised Cambodia to be a desirable objective ..

but the Vietnamese and Chinese are unlikely to agree.
could consent to eventual international involvement but
lend sanction to sit the ground after Vietnar

eliminated the Pol

/ BAGKGROUND
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BACKGROUND

Vietnamese Hefupees

Ve bven before Geneva the Vietnemese Government were limiting

the outflow of boat people, but refugess continue to make lsndfall

in Hong Eong where there are 65,000 of them, of whom 6,500 have

arrived gince the Geneva meeting of 20-21 July, There ié some evidence
of official Vietnamese connivance in the latest departures.

Za The Vietnamese have spoken of 1.8-2.5 million more people who
wish to leave. At least 800,000 of these are ethnic Chinese, who

the Yietnamese want to be rid of; in the longer ferm we expect the
Yietnamese to get them out.

o The Grand Duke and Grand IDuchess were in Hong Kongp (whare

L]

' ] -

they visited a refugee camp) 5-10 Cetober, during an itinerary that
included Thailand and China. The Inmxerbourg Foreign Mini
Mr Thorn, was with them.

Cambodia: Femine Relief

4, Conditions are eppelling. The surviving population is c¢close
to starvation., Some relief supplics have been got in mostly by air.
The Vietnamese, who contrel the Heng Bamrin "government" based in
FPhnom Faenh delayed agreement that the ICRC/UNICEF were seeking, on
conditions to allow a massive and properly supervised rel

to begin. (The Vietnamese evidently did not want witneseses
preparation for their impending offensive against Fol Fot.)

has now been reached - although the Hemg Samrin "governmment"have twi
degigd this, CRC/UNICEY arrangements are going forward.

B USHT0C million may be recuired for their relief programme
firet six months. US310 million is needed immedistely in cash.

At 1CRC Tequest we have provided a Hercunles aireraft for a Banglkok
/S Pnnon
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FPhnom Fenh feod shuttle. We have also agreed to provide £ mil].i.

worth of rice for immediste distribution; subject to Parlismentary
approval, we shall alse provide a further US$5 million for use by

the relief sgencies,

B. The EFC will beé providing % million EUA {about £2.5 million)
for essential supplies to be distributed through the relief agencies
(cur contribution is between 17 and 18 per cent). We aré also
supporting & proposal, shortly to be put to the Council of Hinisters,
to supply 5,000 tonnes of rice from Community aid reserves.

Camhodia: UM Debate .

7e Cn 21 September we were among the majerity of members of
the United Nations 'General Assembly who supported the cendidacy of
tive for the Cambodian seat. Most of the Hinm,
tha Non-Aligned (including ASEAN) countries, and the
Homanisng els ipported P Fot. Wa still recognise his Government,
although this in no way conveys approval of its policies;
members of the United Kations, we considered the alternative

P

Goverament®under Heng Samrin to be merely a Vietnamese

puppet. - .

8. we have seen the text of an ASEAN-sponscored item on Cambodis,

Cambodian

to be debated by the General Assembly in late Cetober.,

countries are incenszed with the Vietnapese, and the text includes
pelitical elements {(which are likely to offer e Vi I

their Bovief backers) as well as humanitarian ones. We are committed
to supporting ASEARN in their action, but our views on their text have
been brought to their attention.

C. There has been less talk recently of the possibility of an

international negotiation to create a peutralised Cambodia. The

Vietnamese and Russians have been criticel of Prince Sihancouk who

JBppet
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.tn be an acoeptable head for a national Cambodian government. The

i 1858 Pol Pot's remnants

Vietnamese are mounting an offensive agai
and are unlikely to consider negotiating until their primacy in

Cambodia is undisputed.

12 October 1979
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BRTEF NO & COFY NO
12 Oectober 1979

FPRTME MINISTER'S VISIT TO LIXEMBOURG
18-19 OCTOBER 1979

LUXEBOURG: TWIERNAL FOLITICAL AND ECQLOHIC SCENE

Brief by Foreign and Commecnwealth Office

Imtarnal Folitical

- -

Luyembourg is a constitutional Grand Duchy. Following
parliamentary elections on 10 June 1979 a new government, headed
by H. Fierre Werner -(a former Prime Minister), was formed in
mid-July by a coalition of the CThristian Sociel Party (FPCS) and
the Democrat Party (IF). The povernment hae a afortable
majority with 39 out of the 5% seats in the Chember of Deputies.
The PC8, which has been led by M. Werner for the past 20 years,

24 seats {the highest number since the 1954 elections)

DE 15, For the five years bafore June 1979 the DP leader,

&

M. Gaston Thorn, led Jemocrata
although the PCS was still the lerpest single party.
beceme Deputy Frime Minister in the new government and

Minister of Toreign ond Economic Affairs,

2« Un 24 July, M. Werner ocutlined to the new Chanber of Deputies

his government's aims and policies for the next legislature. The
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main points represented the outcome of detailed negotiations
between the PCS and the DP on the formation of the government .

Ko change is expected in foreign rolicy which remains firmly
based on Luxembourg membership of the EEC, the Belgian-Iuxenmbourg
keonomic Union and the Atlantic Allisnce. Some greater i‘_1-|:::--:i‘r:|1'.1it;~r

may be introduced inte implementing the ggricultural law passed

by the previous government, with a view to helping smaller farmers.

Flans for a nuclesr power plant, on which the Socisliste in the .

previous coeslition imposed a moratorium, hsve been further shelved
e new legisleture - on grounds that the
subject is ] cally controversial - and

of construeting a coal-fired plant is being studied.

Luxenbourg has to import virtually all its energy

there is a etrong environmental lobby which is surrent ly foeusing
attention on French plens to build a nunlear plant at Cattenom

(near the border with Iuxembourg and Germany).

1 Cne of the government's basic mims will be to continue the .

tripartite meetings, initisted by the previous government, bebtween
employers and unions, though less attention will

probably be paid to the Socialist oriented union OGRIL, Al though

unemployment is gtill leses than 1%, it remains & cause for concern.

4. The nev govermment has yet to get down to serious business.

The Chamber of Deputies reassembled on 9 October and it will be

largely concerned in the first few months with .the 1980 budget.

The government has g slrong and experienced team but

be seen how well the

-

/persicular
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particulsar 1. Thorm's relations with M. Werner sre still somewhat
strained since pre-election critiecism of him by FC3 politicians
and press. Despite his disappointment at failing to defeat

Mme Simone Veil for the Presidency of the European Parliament,

he may still wish to look for other intermational posts, eg at

the Commission, during the life-time of this government.

Economic

Sre Iuxembourg has one of the highest standards of living in
the Europesn Community, with the highest disposshle net national
income per head of population in terms of purchasing power. The
inTlation rate of 3.1% 1 ! » lowest in the Community
after West Germsny. For the first half of 1979 it has risen

4, 2%,

B. The prosperity of the country is based primarily on the

L% |

steel industry which, like steel industries elsewhere, has been
going through a pericd of rece: Most nP the 4=-5 million tons
produced anpually have to be exported. There are hopes that the
Grand Duke's visit to China in esrly Oclober 1999 will lesd to

some Jjoint ventures where Iuxembourg steel &xpertise can be used.

Fe The restructuring of the st 3t for which some

government assistance has been mede aveilable, has still

completed. Between ‘1975 and 1978 the workforce was reduced by

22 and further cuts are planned. Sociel disruption has however

been kept to a ainimum.

8. ln recent years Iuxembourg has had some success in
diversif¥ing its economy. TIn perticular it has now developed
ari important financial centre, mainly for Furomarket dealings

Jdevelopment
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development encouraged personally by . Wermer during his

roevious time as Banking Commissioner and later as Minister of

P 3

Finance). PBank corporation tax provided e 15% of Iuxembourg's
A

total tax revenue in 1978. new banks or bank branches have

gpened so far in 1979 bringing the total number fto 108 in'early

Cotober. {(The only British benk, recently established, is

8 ¢ Werburg.)

* Apriculture and wine production are
9
of the Iuxembourg economy. In add

makeg & gubstantial contributd

Foreign snd Commonwerlth Office

12 October 1979
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