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Published Papers

The following published paper(s) enclosed on this file have been
removed and destroyed. Copies may be found elsewhere in The
National Archives.

Cm 1234: Developments in the European Community,
January — June 1990
HMSO, October 1990 [ISBN 0-10-112342-6]

Signed 'f'__?"'lr.’u:ﬁ.flf?fr_t;'f.;*.e«f Date 5l Oc¢fpber 0o
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CONFIDENTIAL

Ref. A090/2541

FRIME MINISTER

inet:

[ You may wish to give Cabinet colleagues your impressions of
last weekend's Special Eurcopean Council.

ek Mr Patten and Mr Wakeham attended a Joinkt Energy and

Environment Council on 29 COctober to discuss climate change:

Mr Patten successfully resisted strong pressure for the UK
to advance its 2005 C0Z target to 2000. After a difficult
discussion, a Eﬁg@éﬁEle from the FRG led eventually to a
compromise text which Preserves the UK's 2005 target and
effectively puts any additional burden of trying to
gtabilise total Community emissions by 2000 on these member

gtates = Garmany, Dammark and the Netherlands - who are

anxious to move fastar than the UK.

On conditionality, the text explicitly assumes that other
leading countries will undertake commitments along similar

_

lines. .

Mr Wakeham alsgo attended

Satisfactory conclusions on the gil market were adopted.

Ambitious Commission proposals for developing the
Community's role in the control of gil stocks etc in times

of emergency were widely criticised.
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-~ Agreements were reached on electricity and gas transit.

= Agreement was reached that the gas burpn directive should be
repealed {as the UK has been arguing for some time).

4, Mr Parkinson may mention the Transport Council on
30 October, at which there were uneventful discussions of
combined transport (road and rail):; infrastructure; drivers!

hours; ithird country trangit for road haulage and fiscal
harmonisation.

- Future meetings are:

= Development Council, 5 Hovember
= Informal Education Council, 7/8 November
- Internal Market Council, 8 November.

e R B

RORIN BUTLER
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RESTRICTED

Foreign and Commonwealth Office

London SWI1A 2AH

31 Octobar 19%0

Philip Rutnam Esg
Private Secretary to

the Financial Becratary
HM Treasury

Parliament Straet

London BW1

Vear R,
MINISTERS’ EUROPE GROUP, 25 OCTOBER

At tha meeting of this group on 25 Octobar, Mr Garel-Jones
began by emphasising the importance of all membars of the
government putting acrosa the same message on the European
Community - at home and abroad, and in private as much as in
public.

ENU

Mr Maude commented that though battle was now joined, there
vas a good chance of the UK achieving its main cbjectives on
EMU. These were, firstly, that there should be no firm
commitment to a single currency, though without foreclosing
that option for the future; and secondly, that the UK must bae
a signatory to any eventual treaty on EMU. A failure to meet
sither of these objectives would have serious political
conseguences. The Prime Minister waa fully behind both of
them. The UEK‘s hard ecu propcsals had managed to avoid being
pushed off the table. Now that discussion was geiting iutc
the detail of what SBtage II meant, pacpla were realising it
would not be easy. The UK would ba ready to axploit the gap
that would open up betwean governments and their cantral
banks. Most other Member Btates acknowledged the importance
of keeping the UK on board, so he was more optimistic about
the eventual outcoma.

Political Uniom

Mr Garel-Jones said that here too we had aveided a preemptive
strike to rule out the UK‘’s ideas. Many of our partnars,
including the next Luxembourg Presidency, realised tha
importance of agreeing measures to ensure more effective
implementation. Mr Poos had agreed these gquestions should be
tacklad early on in the IGC. Beveral delegations were
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obviously going inte the negotiations with relativaly modesat
aims and we would be develcping our thinking on security
issues. We had promised a non-paper to the Luxamburgers.

Mr Heathcoat-Amory raised the guestion of subsldiarity. Wa
needed a system that would vet legislation before it was
agreed by Council. The legal problems we faced with the Birds
Directive could have been avolded if this had existead.

Mr Maude emphasised that a sufficlently clear definition would
prevent the ECJ misinterpreting it. Barcness Hooper asked how
it would be enforced. Mr Garel-Jones agreed that it was
necessary to lock for both a clear definition of subsidiarity
and a system for monitoring it that would ensure the right
rasult.

Implementation

Mr Heathcoat-Amory also commanted that the Commission did not
ggem to have an effective mechanism for amending bad
legislation. oOur efforts to bhave the Birds Directive amanded
had been rejected by the Commission. The limits prescribed
for cleanliness in the drinking water directive were virtually
uncbtainable. This led to a dreadful waste of resources. It
d4id not affect the Commission or the EP as neither had to pay
for it. More systematic economic and financial appraisal of
commisasion propesals was needed before they wers agreed. Bome
astimate of "compliance cost" should be attached to avery
proposal. Our problem was that some other member states were
untroubled by this, having little intentiom of enforcing
Eurcpean legislation they had signed up to. Mr Baldry
commented that others supported the idea of a cost benafit
analysis in private but wers very reluctant to appear
un-European in public. Mr Maude commented that it had been
agreed the Commission should report to the Rome European
council on the implementation of Community measures. Delors
had supported this idea. We should remind him of it at a
suitable momant.

GATT

Mr Sainsbury pointed out that the GATT was an excellent
example of the benafits of Community competanca in a
particular sphere. If there was a good ocutcome to the
Uruguay Round, the Community would go up in public astimation.
If not, the opposite would happen. We must be ready to play
up the benefits in the former case. Mr Curry agreed that it
was important to hammer home in public the advantages of free
trade that the Community brought. In fact, the Community’s
offer on agriculture, though mot yet agreed, was relatively
modest. It implied only an 8% price cut for agricultural
products between now and the end of the Round which should
occur anyway with the existing stabilisers. The UK, while
trying to minimise the sweeteners, was liable to suffer in the
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post-GATT arguments over how a settlement should ba
implemanted. We needed to remind people that the UB were
hardly frea-traders in agriculture either. Their own offer
was as self-interested as anyone‘s.

Mr Mauda drew attention to the Naticonal Consumer Council
studies last year of the costs of protectionism on cars,
textilea, shoes etc. It would be helpful if DTI could draw up
some of the key facts from these studies for use by ministers
in spaachas. Mr Bainsbury agreed. Mr Garel-Jones referred to
hias own letter to da Michalis about the GATT, which he hoped
would stir up the Latin Americans to put pressure on the
Germans.

Othar araas

Baronass Hooper dravw attention to existing Community activity
in the public haalth arsa. Tha UK supported a Community role
in some of thesa areas. There was not, therefore, a casa for
blanket opposition to the sxtension of competence inte the
araa of heaalth.

Hr Curry drew attention to the arguments that would probably
arise over the common fisheries policy between now and
Christmas. This was an annual squabble, but would be tough on
tha fishing communities.

Presentation

The meeting was reminded of the value that could bas derived
from contact with the UK and other Eurcpean press in Erussels
when Ministers attended Counclls. This had provad valuable in
tha past and should continue to be exploited. Mr Garel-Jones
suggested that Ministers should keep an eye cpen for
opportunities to publish articles in the overseas press. The
Chief Whip‘s article had had excellent coverage throughout
Europe.

I am copying this lattsr to Charlaa Powsll and to tha Privata
Secretaries to the Deputy Chief Whip, David Curry, Erie Forth,
Tim Bainsbury, David Heathcoat-Rmory, Douglas Hogg,

Gloria Hooper, Alan Howarth, Peter Lloyd, Roger Freaman,

John Redwood, Gillian Shepherd, Tony Baldry, Tim Eggar and

Patrieck MeLoughlin.
aaq.us ‘ES";CEMJJ
r\x‘;c&a ?:fh‘“'

Nicola Brawer
Private Becretary to
Mr Tristan Garel-Jones




CONFIDENTIAL

PM/90/075

FRIME MINISTER

EC Frontiers Issues

L I have seen the Home Secretary’s minute to you of

30 October.r ¢. ~T (P

2. Having discussed the matter with him, I agrees that
we should now remind other member states of the basis on
which we are negotiating. Following his action with
Immigration Ministers, I propose to make a similar
statement in the Fereign Affairs Council.

3. We need to do more to persuade other member states
of the commonsense of the UK position., Our position on
frontiers should not be seen as a test of our Community
credentials, but as a genuine attempt to implement an
effective policy on third country immigration, terrorism,
etc. Using our water’'s edge is the most sensible way to
do this. I am instructing our posts in the Community to

step up their lobbying.
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4. I am sending a copy of this minute to the Home
Secretary and other OD(E) colleagues, to the Secretary of
State for Horthern Ireland and to Sir Robin Butler.

.

(DOUGLAS HURD)
Foreign and Commonwealth Office

31 October 1990

CONFIDENTIATL




10 DOWNING STREET

LONDON SWIA ZAA

Froupr Phy Privafe 5 1aFE
e e gt 31 October 1990

‘S‘_\_\,\Q.xr SR
EC INSTITUTIORAL REFORMS

The Prime Minister had read with interest the Lord
Chancellorts minute of 27 October about institutional reform in
relation to the Community*s legal institutions. She thinks the
proposals he makes well worth pursuing, and would like to =ea
them worked up and tabled for discussion in the Community.

I am copying this letter to Private Secretaries to members
of OD, to Phillip Ward (Department of the Environment), Martyn
Waring (Department of Employment), Andy Lebrecht (MAFF), Juliet
Wheldon (Attorney General's Office), Alan Maxwell (Lord
Advocate's Department) and to Sonia Fhippard {(Cabinet Office).

{

4 B

CHARLES D. POWELL

- . i

Miss Jenny Rowe,
Lerd Chancellor's Offica
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10 DOWNING STREET

LONDPOM 5WI1A 2AA
Frowr the Private Secvelary

31 Octobher 13920
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1392 FRONTIERE CONTROIS ON PECFLE

The Prime Minister has seen the Home Secretary's minute of
30 October about the divergences which have emerged within the
Twelve over the External Frontiers convention. She agrees that
we must emphatically state our reservations about the way in
which the text of this Convention is developing, and warn that,
unless there is a change of course, the United Kingdom will be
unable to sign the Convention. The Home Secretary should do this
at the forthcoming informal Ministerial meeting in Naples.

T am copying this letter to Stephen Wall (Foreign and
Commonwealth Office), to Private Secretaries to members of CD(E),
Tony Pawson (Northern Ireland Office) and to Sonia Phippard
[Cabinet Office).

LA o

L}

]

—

Cine,

l'u'”'r'mm

—
i

CHARLES D. POWELL

Colin Walters, Esq.,
Home Office
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PRITME MINTSTER

1992 : FRONTIER CONTROLS ON PEOPLE e~ I"j‘ra"xf

g E:LI'E. g,

This reports that we have reached a point in our
negotiations within the Twelve over the External Frontiers
Convention where we shall have to restate our position on
internal frontiers and warn our partners that Ethelir currenc
approach to the External Frontiers Convention will have to be
changed 1f we are bto sign it. I believe I shall have to signal
this at the informal Immigration Ministers' meeting in Naples
this week; and I ovnderstand that the Foreign Secreatary, with
whom I have discussed the matter, intends to take similar action
soon in the Foreign Affairs Council. There could be
repercussions in the Eurcpean Council, since the Strasbourg and
Dublin Summits called for the Convention to be c:-:mpEEteﬂ‘ this
¥egr.

Background

2. You will recall the discussion last year which settled
what should be the United Kingdom's "bottom IlIine" on the
maintenance of internal frontier checks under the Single European
Act. We have mﬂmusitian clear. But we have also been
prepared to discuss means of co-operating on frontiar Iissues
within the EC where this could be justified in its own right.

3. Meanwhile, however, the five Schengen states pursued a
frontiers Convention of their own, based on the removal of all
internal frontier controls. After hesitating over the absorption
oF the German Democra ti?ﬂepublic and the opening of the Eastern
European borders, the Schengenites signed the agreement in June,
They are now presenting this as a blueprint for wider agreements
amongst the Twelve. The fivd original states have now acguired
eager applicants in Ttaly and Spaip, wio will almost certainly
join shortly, and Porflgal is 13kely to follow suit.




CONFIDENTIAL

4. These developments have totally changed the negotiating
climate. The larger Schengen bloc are now insistent on m_iking
the draft Extdrnal Frontiers Conyvention follow the Schengen
model. But by signing the :’.';'-jn':rentf.:m on that footing, we should
WLMMH[iEr controls on all
passengers arriving from other EC states.

Current acé tion

. 1 The Ttalian Presidency has been dilatory and unbusiness-
like. However, whilst they are unlikely to produce a finished
Fext for Rome in December, they clearly intend to settle at least
all the important elements of the Convention.

G. The Presidency have arranged an informal Ministerial

meeting in Napies at the end of this week. The Foreign Secretary

and I have m:- doubt that I must take this opportunity to restate

emphatically our reservations about the way in which the text is
& g

developing and warn that, unless there is a change of course, the

fni t" Kingdom will be unable to sign the Convention.

i

e

i We ghall need to give further thought to the next steps
in the light of the reaction that I get in Naples. One major
element will be the line taken by Denmark and Greece, who have
hitherto supported us, and the reaction of the Irish, who have
been more equivocal. I do not think, however, ?ﬁi?;nr of these

considerations can affect the judgment that we cannot continue

with the Convention on the present basis without seriously

prejudicing our "bottom line" position on the internal frontier,
L

and I thought I should let you know the situation straightaway.

g. I am copying this minute to Dovuglas Hurd and other 0D (E)
colleagues, to Peter Brooke and to Sir Robin Butler.

M October 1390
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PRIME MINISTER
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EC Institutional Reform

1. I conzsider that we can make a positive contribution in the
forthcoming IGC on Political Union in relation to the Community's
legal institutions. 1 suggest that our objectives should be:

- g

(1) to secure improved implementation of Community
legislation, and of the orders of the Community's
Courts;
to make the Community's Courts more effective in
thelir operation; and
to improve co-operation between tha legal systems

—n
of Member S5tates.

e

Implementation
’
2. Failure to implement Community obligations results in a

Member State's being brought before +the European Court of

Justice. I1f, howevar, that State persists in not complying the
ll}r available sanction is political pressure. What is lacking
is a practicable machanisﬁ_fﬁf_EFE_EHEEEEement of the Court's
judgments. Expulsion from the club is not a realistic option.

3, The United Kingdom has a good record both in implementing
Community measures, and in complying with Court orders. The
Commission's latest compliance report, presented to the Internal
Market Council on 9th October, shows that we have only eighteen

e ——
Directives to implement, putting us in second place to the Danas.
The full figures are as follows: ———

e




Denmark 15
United Kingdom 18
Germany 20
Portugal 20
Spain 27
France 28
Iraland 31
Belgium i
Netherlands a3
Luxembourg 35
Greace 44
Italy 62

p—

The latest figures available for compliance with Court orders are
b o e

as at the end of January 1989. The United Kingdom then had onea

order uiLh which we had not yet complied. The records uf the

other States, however, were:

Denmark
Greeca
Ireland
Netherlands
Garmany
France
Balgium
Itely

I judgments not compliasd with

B b N B BRSO B

[ ]

4. Even if we can anticipate that on soma future occasion we
might have some difficulty in complying with a Court judgment
against us, on balance it is very much in our own intaresta that
the other States should not so frequently be 1qgg}ng behind in
the implemantatian of mutually agreed legislation. I baliava
that we should be willing to give the Court power to enforce its
uwnrigdgmﬂgts and to provide an affective and flexible procedurs
for achieving this. T

—

B A preliminary study has been carried out by the Legal
Adviser to the Cabinet Office [EQO (90) BY Annex A]. I broadly
endorse his conclusion that the determination of what constitutes
a proper period for compliance, and of the size of any monetary
penalty £hould be made by the Court on a case-by-case bhasis.

= — -




6. Proposals to strengthen the enforcement powers of the Court
of Justice are also being considered in Belgium, Denmark,
Luxembourg, the MNetherlands and Portugal, as well as by the
European Parliament. Tha matter is being discussed within the
Court itself. Accordingly, I believa that it would be worth
our while to promote a sensible scheme to give the Court
enforcement powers and this might well attract considerable

support.
Effectiveness of the Courts

T We are continually pressing for more effective procedures
in the Court of Justica. With the opening of the Court of First
Instance, we also want to ensure that cases go to the right level
of court: the same principles that we are pursuing in the civil
courts at home. At present, regrettably, anti-dumping cases are
outside the jurisdiction of the Court of First Instance and have
to be heard in the main Court, although this falls to ba
reconsidered next year. These cases are ideally suited to the
lower Court which is much better eguipped to sift and assoss
complex avidence than iz the Court of Justice. Wa should do
evarything possible to ensure that the reassessment is begun at

the esarliest opportunity.

European Political Co-operation

8. Tha Working Group on Judicial Co-operation is presently a
ugaful forum for the discussion of technical legal problems. For
example, it has recently concluded negotiations on an Agreement
on the simplification of proceduras for the recovery of

maintenance payments: a measure which should have a significant
practical effect on the enforcement of maintenance judgments and
which has been actively supported by the UK. It would be
worthwhile to give this Working Group a more central role in the
formulation of legislative proposals, theresby strengthening the




position of Membar States. The administration of justice in
Member States 1s primarily a matter for them and not for the
Commission.

Q. I am sending copies of this minute to members of 0D, to the
Secretaries of State for the Environment and for Employment, to
tha Minister of Agriculture, to the Attorney General and Lord
Advocate and to Sir Robin Butler.

1? Cctobar 1990




Commentary

s at Home and Abroad

Hy Casgrar W Waeinberger, Publsher

1992 —EUROPEAN COMMON MARKET ... OR A NEW COUNTRY?

Uine day last year several Foraes writers amd edicors had
lunch in the Forpes town house with Jacques Delors, head
of the Eurapean Community Commission organizing the
Common Market. He asiked me why there scemed to be so
much opposition to the Commen Matket idea in the
Uited Seares. First 1 mentioned rhe familiar point that
there was concern over the Commeon Market's becoming 8
protectionist Foress Eurvpa. Then T said thar | had beard
Many EXpress unccrtainty and some worry that Mr. Dielors
was really trying vo form & while new country imstead af a
Common Market, and T cfntinued, with undiplomatse
directness, “Are wond" Delors re-
plied, "0 course. ™

The mmpli:a.h-:mﬁ al his
answer bed me o wonder if he had
correctly understood me, Buz, as the
months have gone by and we have
sepn S0 many steps and proposed
steps away [rom nasional sovercign-
iy, it seems clear that most of the
cfficials of the 12 countries ham-
mering out the details of the Commen Market have be-
come cpamored of the ides ot a8 European political union
as some phrase it, “a whole new country.”

Much of the impetis toward this policical, rather than
st an ConnOImLE, Wnm stemmed from the adoptioan ol the
Single Furopean Act, which abandoned the requirement of
wnEmITy oy an majer doecisions inwnlving taxcs, mavement
of peoples and conditions of !'mnlln'p:ﬁ}::h'-\ﬁ'c:'j; soom, |
should wenture, the Eumgpean Community will oy o

Jacqgues Delors

A s ecefvicd

gssert conerod over not just taxes but the sllocation of

revennes—in short, the 12 countries will no longer be able
E-E;Hmr' their own spending programs. Instead, these
willl Be decided untﬁi ragjority of EC couneries.

It should be no surprise to anyone who knows Prime
Minister Margaret Thatcher that she has expressed serious
feservatioms abont this artempr o turn the Commen Mar-
ket, which she supposts, into a “whole new country * She
worrics over possible Fnr-r-uu:"lmmmt the
old idea that cach member counery could vetn any EC

legislation it did not like has been abandoned,

F{VLRES, DCTORER |5, 1]

Some proponents of the political union claim thar the
only real difficaliy iz that some EC countsics 4o not
completely trust others. Thus, England is sawd 1o oppose
the sbolition of immegranon and custom checkpoines be-
cause the English do noe trast the French to do the kind of
jurb Britain wants. Indeed, two close observers of the Com-
mon Market's birth pangs, Micholas Colchester and Davad
Buchan, who have just written S Relieciched * con-
clude that the EC will succeed only if there is established
“guch a degree of mureal trost and influence berween EC
searcs that they will be halbway ro policical union without
i kmaywing it
i Would soch a “whole new coun-

v b good foe the UL [hink mo

Protecrionist medsunes WU be far

pagicr bor che BT mo adaopt if 2 wnani-

ks VOLE 'WETT [MGC rm|l1:rt'-| And
speial ard still hﬁm valuable )5 -
bilareral rdationships would not be
possible if these counmmcs were
give up so much of cheir own sover-

=T
PM Thaicher
LTI FOSE LT

cignty, inchy aking up their own defense b
-IEE'E. ageression his demonsirated hiow much mons
decisively and guickly countries like England and France
can act (and have actecd| as separaee nations than Tan the
EC, which cannot even d1:-;-:.m|'|l1.:u}' matters, The 12
nations could use MATO o1, a5 they are trying to do, the
Western Exnrupean {Thon (WE M}, & separite body of only 9
naticmns, It peok the WEL ehree weeks w decide that a joing
nsval mission o the Persian Gulf would be 3 good idea.
Ar the very moment when Eastern Eusopein countries,
su Jong under the heel of the Soviee Union, are cmerging
and demanding their own sovereignty and the right to
choose the kind of economic systems they want, when
even each of the Soviet Union®s |5 republics is demanding
independence, it is indeed odd that Europe should move
closer 1o the possibility of a political union—one that
could impose socialiss economics on the very countncs
that have conclusively demonstrated thar communist and
socialist economics do not work, that a bree market does

“Fale el ilis Raitiah caiting, the Ao Gl & ticted " Leropascr
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FCS/30/192

LORD FRESIDENT OF THE COUNCIL

IGC: Tnstitutional Reform: National Parliaments

-
L

o ol o | L= A : .
1. We aggpﬂﬂ'in 0D that national parliaments should beccme

more involved in the process of EC legislation. This point
12 well reflected in the paper which Foreign Ministers are
putting to the European Council this weekend.

2. A conference of Eurocpean Parliaments ("Assizes") has
been called in Rome from 26-30 November, aimed in particular
at agreeing parliamentary proposals for the IGC. I
understand that David Howell will be nominated as leader of
the Westminster delegation. There will of course be British
MEFs there too.

3. Tim Renton and Alistair Goodlad have recently concluded
a successful round of EC capitals, in an attempt to
stimulate thinking about greater involvement of national
parliaments. In Pariz, for example, there are interesting
ideas about involving national parliaments, perhaps through
institutionalising the current Assizes.

4. We need now to develop our thinking. It will be for
Westminster to come forward with proposals in the first
instance, which we can then press in the inter-govermnmental
discussions, both before and after the opening of the IGC.

MASADG/1
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5. I have had a preliminary with David Howell. He made

""-\.

clear he had not focussed on this yet, but appreciated the
importance of developling ldeas soon.

6. I am copying this minute to the Prime Minister, to
members of OD(E), to the Lerd Privy Seal, the Chancellor of
the Duchy, to the Chief Whip and to Sir Robin Butler.

"t

(DOUGLAS HURD)

Foreign and Commonwealth Office

26 October 1990

MASADG/ 2
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Treasury Chambers, Parliament Street. SWIP 3AC

The Rt Hon Peter Lilley NP YA
Secretary of State HJ‘HJB}LE
Department of Trade and Industry

1-19 Victoria Street
London SW1 EE;'ﬂctﬂbEE 19450

FUTORE OF THE EUROPEAN COAL AND STEEL COMMUNITY
I have seen a copy of your letter of 11 October to Douglas Hurd.

I agree with you that our starting point should be that in future
the coal and steel industries should be treated in the same way as
any other industry under the Treaty of Rome. The ECSC Treaty is
now anachronistic in many ways, and we should indicate our
preference for abolition. TIf this is unrealistic as a likely
outcome, I agree that it is sensible to draw up a shopping list as
you describe, for “"reinterpreting" the Treaty. I am content with
the items on the shopping list, subject as you say to adding items
when these have been worked out by our officials, such as on the
financial provisions of the Treaty beyond ending the levy.

I am copying this letter to the Prime Minister, members of OD(E),
John Wakeham and Sir Robin Butler.

FRANCIS MAUDE







THE FRIVATE SECRETARY

Hosme Orrice
QUEEN ANNE'S CATE
LE=D0ON SWIH 9AT

?é&a? 25 Octobar 1990

el

The Home Secretary has recelved from the Boundary Commission for
England a notice dated 12 Dctobher 1990, stating their intention
tc begin a supplemenktary review of two EBuropean Parliamentary
constituencies.

The Commission are required by the European Parliamentary
Elections Act 1978 to take Aaccount of the effects on European
Parliamentary constituencies of the changes made to parliamentary
constituencies as a result of periodical or interim reviews.
This supplementary review is intended to carry through the
changes to constituency boundaries resulting from the interim
review 0f the constituesncies of Buckingham and Milton Keynes.

The Home Secretary announced receipt of the Commission's notice
by way of a Parliamentary Written Answer on 25 October, a copy
of which is attached.

Copies of thig letter and its enclosure go to the Speaker's
Secretary and the Private Secretary to the Lord President.

MISS H J WILEKINSON

Ms Caroline Slocock
Private Secretary to

The Prime Minister
10 Downing Street
LONDON SW1




Thursday, 25 October, 1990

Written No. 226

Mr David Nicholson (Taunton): To ask the Secretary of
5tate for the Home Department, whether the Boundary
Commission intends to conduct any supplementary review
of European Perliamentary Constituencies in England.

MR DAVID WADDINGTON

The Commission has informed me that it intends to

consider making a supplementary report on the following

two European Parliamentary Constituencies in England:

Oxford and Buckinghamshire

Bedford South




8 BUCKINGHAM GATE

LOMDON SWIE 6JP

JM-HZE 1558

The Rt. Hon. John Patten MP
Minister of State

Home Office P
Dueen Anne's Gate i /. '
London - ST dlb ﬂi
Bl
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g{ﬁuﬂh ,"Iﬂm 24 October 1990
4 iy

DEAFT EC DIRECTIVE OH MONEY LAUNDERING

I have secen Francis Maude's letter of 16 Octaber to vou. In
particular I note Francis' comments on the possibility of using
an inter-governmental declaration which "properly handled,
.+ 4. o080 provide a powerful bastion to prevent any danger of a

concession of Communlity competence.”

I agree with your own warnings, and with Francis Maude's caveat,
that both the dArafting and the handling of such a declaratiocn
require careful thought. The question whether such a declaration
would constitute the ceding of competence to the Community and,
if s0, to what extent depends upon various factorz =ome of whleh
you identifled In vour letter of 4 October. Even if competence
were not ceded directly there are other potential problems. It

difficult to advise further since it 1s not clear how the

idency compromise will evolve. When it is clearer how the

tn Brussels 1is developing, 1t would be wise to seek

further legal wiaws. In the circumstances, I would support
Francis'suggestion that officials be asked to consider the

competence lssues further in EQ(Q).

I am ¢opying this letter to the Prime Minister, Geoffrey Howe,
Pouglas Hurd, Peter Lilley, Renneth Clarke, Malcolm Rifkind,
Feter Brooke, Francis Maude, Peter Fraser and to Sir Robin

e At o,
AN 8

Butler.
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Ref.A090/2478

FRIME MINISTER

Cabinet: Community Affairs

1 The Foreign Secretary and Mr Lilley attended the Foreign
Affairs Council on 22 October:

.ffﬁ- On GATT Agriculture, Germany took the lead in blocking the
Commission's proposal for the Community's offer te reduce

agricultural support and protection. Agriculture and Trade

Ministers will discuss this again on 26 October; if they

fail to agree some discussion at the European Council seenms
unaveidable. /

On Political Union, the Special Representatives' report for

the European Council was introduced: wvarious areas were

identified where further work was needed before the IGC.
= —

Dalors gave an account of the Commission's formal Opinien on
the convening of the IGC, which sets out areas which the

—— = .,
Coimission considers the Conference should address.

—

On EMU, there will be a report to the Eurcpean Council on
ECOFIN diﬂcusa}un so far by Carli, the Italian chairman: the

Foreign Secretary, with some Eﬁipnrt, succesafully resisted
an attempted Presidency conclusion that preparation for the

IGC was now complete.

The package of transitional measures on German unification
was agreed, subject to finalisation of some uncontroversial
points of detail by COREPER.

il
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b There was an uninteresting Consumer Affairs Council on

22 October, at which there was inconclusive discussion of the

proposed General Product Safety directive.
Forthcoming meetings are:
Special European Council, 27/28 Octeober

Environment/Enaergy Council (meating both Jointly and
saparately), 2% October

Transport Council, 30 October.

HCMM_

f;f'RGBIH BUTLER

24 October 1990 {WLE {h%m
rnd ek inlais albaemer )
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TO PRIORITY UKREFP BRUSSELS
TELNO 318

OF 2370001 DCTOBER 90

INFO PRIORITY OTHER EC POSTS

DINNER WITH DELORS

1. I HAD DINNER WITH DELORS IN LUXEMBOURG AFTER THE FAC ON 22
OCTOBER. HE WAS RELAXED AND IN GOOD FORM. THERE WERE NO
HISTRIONICS. WE COVERED GATT. CAP REFOEM. BUDGETARY QUESTIONS.
THE SOVIET UNION, THE IGCS, AND ENLARGEMENT. PDETAILS BELOW.

GATT

F DELORS WAS DISAPPOINTED BUT RESIGHNED ABOUT THE FAILURE TO
REACH AGREEMENT ON GATT AGRICULTURE AT THE 22 OCTOBER FAC. TRADE
AND AGRICULTURE MINISTERS MUST TRY AGAIN LATER IN THE WEEK. THE

ISS5UE MIGHT NEED TO GO TO THE EUROPEAN COUNCIL, BUT HAD SOMEHOW
T0 BE RESOLVED. THE COMMUNITY WAS ISOLATED, AND THE STAKES WERE
HIGH. THE FRENCH AND GERMANS HAD TO BE MADE TO REALISE THE
GRAVITY OF THE SITUATION. THE GERMANS PROBABLY EEE, EQL?ﬂEﬂ
POLITICAL DIFFICULTIES. THE FRENCH PROBABLY DID NOT. THE WAY
FORWARD WAS NOT OBVIOUS. THE COMMUNITY WOULD HMAVE TO BE TOUGH

ON ITS OWN FARMERS ., BUT ADOPT MORE OF A FIGHTING SPIRIT WITH THE
AMERICANS TODO. THE COMMISSION WOULD NEED TO DECIDE WHETHER TO
GIVE A LITTLE GHGUHH IN ORDER TC TRY TO GET THE GERHANS OM
BYARD, FGR EXAMPLE THEEHQH _COMPEKRSATORY MEASURES. BUT IT WAS
NOT CLEAR THAT THIS WOULD WORK. GENSCHER WOULD PROBABLY PRESS
FOR AGREEMENT WITHIN THE GERMAN CABINET, BUT HE MIGHT NOT
SUCCEED. DELORS HIMSELF WOULD HAVE A WORD WITH KOHL. 1
UNDERLINED THE IMPORTANCE OF A QUICK AGREEMENT ON AN OFFER IF
THE SUCCESS OF THE ROUND WERE WNOT TO BE JEOPARDISED. I ALSO
STRESS5ED THE UNREALITY OF RUSHING AHEAD WITH EMU AND POLITICAL
UNION WHEN THE COMMUNITY COULD NOT GET ITS ACT TOGETHER ON THE
,ﬂHE NEGOTIATION THAT REALLY HATTEEED.’

CAP REFORM

X DELORS SAID THAT THE CAP MO LONGER MET THE COMMUNITY'S

NEEDS. THERE WAS 4 RISK OF GRAVE SOCTAL TENSIONS IN SOME MEMBER
— STATES, INCLUDIMG FRANCE. REFORM WAS MEEDED TO PROVIDE MORE
'€HELF TG SHALLER AND WEAKER FARMERS. HE FORESAW A CAP WHICH
% WOULD BE ﬁﬂ FER CENT PRICE SUPPORT AND &40 PER CENT INCOME

PAGE 1
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SUPPORT. THERE SHOULD BE GREATER EMPHASIS OGN THE ENVIRONMENT
TOD. BUT THIS WOULD ALL COST MONMEY. I SAID REFORM MIGHT INDEED
BE MEEDED. BUT SO WAS PROPER BUDGET DISCIPLINE.

BUDGETARY PRESSURES
& DELORS WAS WORRIED AT THE PRESSURES ON THE BUDGET, FROM
GERMAN UNIFICATION, AID TO THE GULF COUNTRIES MOST AFFECTED BY
THE GULF CRISIS, AID TO THE SOVIET UNION AND TO EASTERN EUROPE.
AMD ELSEWHERE. THERE WAS A GROWING TEWDENCY FOR COUNTRIES TO
LOOK TO THE COMMUNITY, AS A RESPONSIBLE ACTOR ON THE WORLD
SCEME,. FOR HELP. 1T MIGHT BE HELPFUL FOR THE FAC — OR PERHAPS A
EURCPEAN COUNCIL - TGO DEBATE THE ISSUE. PLANNING STAFFS OF
COMMUNITY FOREIGN MINISTRIES MIGHT WORK AT IT. I SAID WE WERE
CONSCIOUS OF THE DEMANDS. BUT AS DELORS HIMSELF HAD SAID AT THE
LUNCHTIME FAC DISCUSSION OF THE SOVIET UNION, THERE WERE NOT
SOMETIMES ONE HAD TO
HAVE THE COURAGE TOQ S5AY NO. WE WOULD OURSELVES HAVE GREAT
DIFFICULTY IN FINDING EXTRA MONEY. T WAS SCEPTICAL ABOUT A
WIDE-RANGING DISCUSSION OF ALL THIS. 1IF THERE WERE TO BE ONE,
FINANCE MINISTERS SHOULD BE INVOLVED.

SOVIET UNION

B I SAID THAT THE COMMISSION REPORT TG THE ROME EURQPEAN
COUNCIL WHICH DELORS HAD OUTLINED AT THE FAC LUNCH - ANALYSIS OF
PROBLEM, BUT NO PROPOSALS - SEEMED RIGHT TO US. BUT WOULD THERE
BE PRESSURE FROM THE FRENCH AND GERMANS TO GO FURTHER? DELORS
SAID THERE MIGHT, BUT 1T SHOULD BE POSSIBLE TO WITHSTAND IT
THROUGH COMMUNIQUE LANGUAGE WHICH STRESSED COMMUNITY SUPPORT FOR
GORBACHEY PRINCIPALLY THROUGH EMPHASIS ON TECHMICAL COOPERATICN,
FOR EXAMPLE BY FILLIMG OUT THE EXISTING COOPERATION AGREEMENT.

&, DELORS SAID THERE COULD BE NO QUESTION OF SUBSTANTIAL AID
TO THE SOVWIET UNION UNTIL THE RELATIONSHIP BETWEEN CENTRE AND
STATE WAS CLARIFIED. HE SAW NO CASE FOR SHORT-TERM BALANCE OF
PAYMENTS SUPPORT SINCE THE RISE IN THE OIL PRICE WOULD

GREATLY IMPROVE SOVIET PROSPELTS.

HE HAD TOLD GORBACHEY THERE WOULD BE NO LARGE-SCALE

COMMUNITY AID IN THE SHORT TERM, BUT THAT HE WAS CONSIDERING THE
CASE FOR MEDIUM-TERM HELP. GORBACHEV HAD ACCEPTED THIS.

1= DELORS SAID HE SAW THREE OPTIONS FOR THE SOVIET UNION:
= AN EXPLOSION, WITH THE POLITICAL STRUCTURE AND THE
ECONOMY DISINTEGRATIMG:
- A "BIG SLEEP', WITH THE SOVIET UNION RETREATING INTO

PAGE 2
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ITSELF TO RESOLVE ITS PROBLEMS:

= PROGRESSIVE SUCCESS FDOR GODRBACHEY, MORE THROUGH THE

FAILURE OF HIS OPPONENTS THAN HIS OWN ACTIVITIES.
HE DID NOT ENOW WHICH TO GO FOR, BUT SAW GORBACHEV AS A
SURVIVOR,
EMU IGC
8. 1 ASKED FOR DELDRS'S VIEWS ONH TIMING, HE SAID THERE WAS
A DILEMMA. THE UNITED KINGDOM NEEDED TIME. BUT QUICK PROGRESS

<" TOWARDS EMU WAS NEEDED IN ORDER TO BIND THE GERMANS INTO THE

COMMUNITY. WE SHOULD NOT UNDER-ESTIMATE THE ECONOMIC AND SOCIAL
TENSIONS WHICH UNIFICATION WOULD BRING. KOHL HIMSELF WAS
CONSCIOQUS OF THIS,. AND HAD SPOKEN PESSIMISTICALLY TO DELORS
ABOUT THE PROSPECTS AFTER HIS OWN DEPARTURE. THREE WEEKS AGD
KOHL HAD TOLD HIM THAT HE COULD NOT TAKE A DECISION ON THE DATE
FOR STAGE I1 BEFORE THE 2 DECEMBER ELECTIONS. HE HAD SINCE DONE
50 BECAUSE, DELORS BELIEVED, OF A REALISATION THAT THREE DUT DF
FIVE GERMANS WERE AGAINST EMU AND QUICK ACTION WAS MEEDED.
THERE WAS A REAL RISK OF A WEAKENING IN GERMANY'S COMMITMENT TO
THE WEST. I SAID I THOUGHT THIS ANALYSIS TOD PESSIMISTIC. 1T
WAS NATURAL, BUT NOT NECESSARILY REALISTIC, FOR KOHL TO BE
CONCERNED ABOUT GERMAMNY AFTER HIS DEPARTURE FROM THE SCENE. AND
EVEN IF THE POSITION WERE AS BLEAK AS DELORS PAINTED, I DOUBTED
WHETHER QUICK_PROGRESS TO EMU WOULD HELF. TO PUT STAGE III
BEFORE STAGE I1 REALLY WAS TO PUT THE CART BEFORE THE HORSE.
REAL PROGRESS COULD BE MADE WITH THE RIGHT KIND OF STAGE II:

WE HAD PUT OUR OWN PROPOPSALS FORWARD.
AND STAGE 1 HAD ONLY JUST BEGUN. THE PRESENT APPROACH CAUSED US
VERY REAL DIFFICULTIES. IT RISKED MAKING THE I1GC A BATTLE, NOT
A CONFERENCE. LATER AND MORE PRIVATELY I TODK DELDRS THROUGH THE |
POLITICAL SITUATION IN THE UK IN ORDER TO SHOW THAT THERE WAS NO

| FROSPECT OF DRIVING US INTO ACCEPTING STAGE III.

POLITICAL UNICN IGC

. IN & BRIEF DISCUSSION, DELORS SAID THAT THE KEY ELEMENT OF
THE 1GC WAS THE PROPDSAL FOR A COMMOMN FOREIGN AND DEFENCE
POLICY. MEMBER STATES MUST FIND A CONSENSUS ON THIS IF THE
COMMUNITY WERE TO PLAY ITS PROPER ROLE IN THE WORLD. GREATER
COHERENCE WAS NEEDED BETWEEN EPC AND THE EC TREATY. DELORS
STRESSED THAT THE MEMBER STATES HAD PUSHED HARDER FOR POLITICAL
UNION THAN THE COMMISSION, AND NOTABLY GERMANY, SPAIN AND
PORTUGAL AFTER ACCESSION, AND THE BENELUX COUNTRIES. I SalD
THAT THERE WERE SOME VERY REAL DIFFICULTIES FOR US IN THIS IGC
TOD. AS DELORS KNEW, WE HAD PUT FORWARD IDEAS OF QOUR OWN AND
WERE PLAYING A POSITIVE PART IN THE MEGOTIATIONS. BUT HERE TOD,

PAGE -
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IT WAS IMPORTANT NOT TO RUSH.

ENLARGEMENT

10. I S5AID THAT THERE WAS SOMETHING OF A FALSE DEBATE GROWING
OM EMLARGEMENT. NO-OME WAS SAYING THERE SHOULD BE MEGOTIATIONS
BEFORE 1993. NO-OME WAS SAYING THERE SHOULD NEVER BE FURTHER
ACCESSIONS. SO0 THERE WAS COMMON GROUND. MUCH WOULD DEPEND ON
THE NEGOTIATIONS WITH EFTA AND ON ECONOMIC PROGRESS IN EASTERN
EUROPE. BUT WE HAD TO ACCEPT THAT BY 2000 THE COMMUNITY WOULD
BE LARGER THAN TWELVYE. DELORS SAID THAT THE COMMUNITY COULD
ABSORE NORWAY AND AUSTRIA WITHOUT GREAT DIFFICULTY. BEYOND
THAT, IT WOULD BE A DIFFERENT KIND! OF COMMUNITY.

11. FINALLY, DELORS SAID THAT THERE WERE FOUR MAIN THINGS THAT
HE WANTED FROM THE MNEGOTIATIONS:
CI) A SUCCESSFUL STAGE 1 OF EMU:

(II12 A REALISATION BY MEMBER STATES THAT THE COMBINATION OF
NATIONAL ACTION AND COMMUNITY ACTION ENHANCED THEIR
INTERESTS: THE WHOLE WAS GREATER THAN THE SUM OF THE
PARTS:

(III) FOR THE COMMUNITY TO DISCHARGE ITS RESPONSIBILITY 1IN
THE WORLD AS A WHOLE:

(IV) TO BUILD A GENUINE CITIZENS' EUROPE.

THESE WERE BIG 1SSUES. BUT WE SHOULD NOT FORGET THE REAL
IMPORTANCE OF LESS WISIBLE ACTIVITY, SUEH AS COMPLETING THE
SINGLE MARKET. THE COMMUNITY NEEDED TO TURN ITS ATTENTION BACK
TG SUCH ISSUES ONCE THE TWO IGCS WERE UP AND RUNNING.

HURD

rryy
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THE LEGAL SECRETARIAT TO THE LAW OFFICERS
ATTORMEY GENERAL'S CHAMBERS

9 BUCKINGHAM GATE

LONDOM SWIE 6JP

Ganeral ensulrles 071-828 71585
Cirect fing O71-E28 1384

23 Doctober 1990

David Anderson Esg CM3G
Legal adviser
Foreign and Commonwealth Office

London SWl :
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The Attorney Ceneral has seen Charles Pawell's l%?é;r to Richard
Gozney of 21 October, which receords the Prime Minister's wish
tH3T the Law Officers be asked to look at the paragraph of the
"European Magna Carta which concerns legal remedies. He has read

the draft of the "Magna Carta" attached to your letter to me of
22 October. g

th4L4L{P”Hk

The Attorney has noted that the draft is in the nature of a
political affirmation rather than a legal text. To render the
freedoms set out in the text legally justieciable it would be
necescary to draft them in more specific terms and to add
appropriate exceptions and qualifications. [Freedom of movement,
for ‘example, would have to be gqualified by reference to
appropriate immigration regulations.) This would require long
and careful negotiation and we would end up with something not .
very different from the Eurcpean Convention on Human Rights.
Indeed, the Attorney notes, the Convention deoes the job rather
well and emerging East Eurcopean democracies might profitably be
encouraged to become parties to 1t in due course.

The Attorney notes that any strengthening of the legal remedies
referred to ln the draft as it stands would have to be by way
elther of new international machinery or by the incorporation of
specific Tights and remedies in a country's domestic law. He
does not consider that it would be desirable to set up separate
international machinery to adjudicate upon the implementation of
the "Magna Carta". For the reasons set out above he does not

consider the freedoms, without further elaboration, are
susceptible of international enforcement.

If "entrenched" domestic remedies are to be urged, the Attorney
considers that the Prime Minister should be aware of the
implications for present Government policy on the non-
incorporaticn of the ECHE into our own domestic law. He has
received a letter from "Charter B8" which adverts to the Prime
Minister's speech in Aspen "where she calls for our fundamental
rights to ‘be ‘entrenched’. If this should be so for the




(dk

vountries of the 'Helsinki' process, surely it is also time for
our rights to be genuinely entrenched in Britain."

The Government's polley hitherto has been to resist incorporation
of the BCHR into our -law, but to comply with the Cenvention,
including dny judgments of the Court, as a matter of treaty law.
Successive governments have followed this policy. This has the
twin advantages of avoiding a legislative wvacuum deriving from
the striking down of a Westminster statute, and of avolding the
foreseeable politicising of the judiciary deriving from the
necessity for judicial interpretatien of concepts such as the
"economic well being of the country". This would lead us into
the American experience - Judge Bork country.

It was on these grounds that the Attorney General opposed the
second reading of Sir Edward Gardner's private member's Bill eon
6 February 1987 and secured its defeat in the Commons.

The Attorney considers that great care needs to be taken in
making any reference to "entrenchment" in the context of legal
remedies for breach of any of the fundamental freedems that are
envisaged. It is not easy to advocate a deeper trench for others
than we are prepared to provide for ocurszelves. and he hopes wo
will not depart from our own policy in relation to the BECHR.

If the Prime Minister would like to leck into this further, the
| Atprney would welcome a discussion; he would of course be happy
to prepare a paper if this would be useful.

1 am copying this letter to Charles Powell and Richard Gozney.

To~—
(:;‘——=n:-iJlﬂt:;

ELTIZABETH WILMSHURST







THE RT HON JOHN WAKEHAM MP

Capartmant of Enargy

| Pelace Street

London SWIE BHE
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238 323940

The Bt Hon Peter Lilley MP

Secretary of State for Trade and Industry

1-19 Victoria SBtreet

LONDON

SWIH 0ET 2% Octobar 1990

Ve oy Fate

FUTURE OF THE EUHOPEAN COAL AND STEEL COMMUONITY !I} ]I'}‘ll'l'-'-'r-"

P %
Thank you for copying to me your letter of 11 October to
Douglas Hurd. I agree that the provisions of the Treaty of Paris
are now looking increasingly out moded and that it would be
sensible for the coal and steel industries to be subject in due
course to the Treaty of Rome. I endorse your proposed "shopping
list". However, on the gquestion of tactics, I am concerned to
avoid discussion at the forthcoming IGC of Euratom or of a
possible Energy Chapter in the Treaty or Rome. Raising the
future of the ECS5C Treaty could increase the risk of such a
discussion particularly if we indicate that immediate abolition
was the ideal. I should therefore be glad if, when we put our
shopping list to the Commission or other Member States, we would
at the same time indicate that in our view negotiation over the
future of the ECSC Treaty would overload the forthcoming IGC and
that therefore we did not wish now to raise abolition of the ECSC
Treaty. I am sure that the levy should be stopped as socon as
possible and detailed study given to the best means of dealing
with ECSC borrowing and financial reserves in the period to
expiry of the Treaty.

am copying this latter to the Prime Minister, the Members of
OD{E), and to Sir Robin Butlar.

:H-S"J""‘"r'"'_“"‘_"'j
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JOHN WAKEHAM







Foregn and Commonwealth Office
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22 October 1990
From The Minister of State

Tristan Garal-Jonaa MP

Tha Rt Hon Feter Lilley MP
Becretary of State for Trade

and Industry
Department of Trade and Industry
1-19 Victoria Btreet
London BW1H OET
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FUTURE OF THE EUROPEAN EﬂlL nln BTBIL COMMUNITY (ECBC)

r— J
Thank you for your letter of 11 Gctnbar to Douglas Hurd. I am
replying in Douglas’ absence cverseas.

I agree with the approach you suggest: there is no reason in
principle for coal and steal to ba given different treatment
from other parts of industry. But since winding up of the
ESC8 Treaty before 2002 seems unachievable, I fully agree that
wa should aim for a liberal reinterpretation of tha Treaty on
the lines you proposa.

I also endorse your ‘shopping lists and proposed line with the
Commission. Once this has been worked up by officials, we
shall ask our posts to take supporting action with other
governmante.

I am copying this letter to tha recipients of yours.

rasAs
A

Tristan Garel-Jones
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From the Private Secretary 22 October 1990
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EUROPEAN COMMUNITY

I had some discussion over lunch with Jacques Attali today
about European Community matters ahead of the Romc European
Council. I think there are twe points from the discussion worth
retaining.

The first is continued French chsession with Germany.
Attali spoke histricnically of France's nightmare that within a
few years of "independence" (as he called it) Germany would
simply announce that it did not really want any more integration
in Eurcpe and that it was intending to acquire its own nuclear
weapons. This was why President Mitterrand was so keen to press
ahead with Eurcpean integration: it was the only way to tie
Germany down and stop it from breaking ocut once more., You simply
could not trust the Germans. The French have been seriocusly
taken aback by the speed with which the Russians had moved last
y@ar to accept German unificatien. Gorbachev had told President
Mitterrand in Kiev in December 1989 that the Soviet Unien could
never accept a reunified Cermany, yet within weeks he had given
Kohl the green light.

The second point was the interest Attali showed in the Prime
Minister's ideas about bringing the East Furopeans intoc the
Furcpean Community. He wondered whether she was thinking in
terms only of allowing them to become members of the Community:
or whether her thinking also embraced the slightly different idea
proposed by President Mitterrand, which was a confederation of
Eurcpean states of which the Twelve would be one member. If it
was the former, it would mean an end of tha further integration
of Europe which would be difficult for France to accept for the
reasons he had given me earlier. I said that it was indeed the
former, not least because we did not want to create first and
second class members of Europe. We judged it very impertant to
bring the East Europeans within the perimeter of the Community,
in a way which would allow them to preserve their naticnhood
while preventing nationalism from getting out of hand once more.
Attali said that one had to ask the Fast Europeans, in that case,
not only whether they would be prepared to join the Community as
it was now, but as it would be in ten years time.

e
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I might also add that Attali was very dismissive of a common
defence policy, which he described as utterly impossible for
France, and defensive about common foreign policy which "would
apply eonly in certain eircumstances", I asked if this meant only
when France agreed with it, which he thought a pretty fair
summary.

(CHARLES POWELL)

J.5. Wall, Esqg., L.V.O.,
Foreign and Commonwealth Office.

CONFIDENTTAL AND PERSONAL
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YOUR TELMNO 584 TO ROME : EC INSTITUTIONAL REFORM
SUMMARY

1. MOST DUTCH IDEAS TO0 IMPROVE THE FUNCTIONING OF THE COMMUNITY
ARE COMPATIBLE WITH OUR OWN, DESPITE OUR DISAGREEMENT OVER THE
FINAL DESTINATION. THE DUTCH WILL STUEBBORNLY RESIST FRENCH
ATTEMPTS TO INCREASE THE POWERS THE EUROPEAN COUNCIL.

=== e = == — i

DETATIL

2. THE DUTCH VIEW OF POLITICAL UNION IS GENERALLY AS REFLECTED IN
RECENT WHITEHALL PAPERS, AND WAS SET OUT AT LENGTH IN THE POLICY
DOCUMENT 'EUROPE THE WAY FORWARD' SENT TO THE DUTCH PARLIAMENT IN
JUNE OF THIS YEAR {(JONES' LETTER OF 14 JUNE TO HITCHENS, ECD(Il).
A FURTHER PAPER SETTING OUT DUTCH GOVERNMENT VIEWS IN ADVANCE OF
THE IGCS HAS BEEN CLEARED AT OFFICIAL LEVEL AND,. IF APPROVED 1IN
CABINET ON 26 OCTOBER, WILL THEN BE PRESENTED TO PARLIAMENT AND
DISTRIBUTED IN BRUSSELS. THE MAIN LINES OF DUTCH THINKING ARE,
HOWEVER ., ALREADY REASONAEBLY CLEAR.

3., THE DUTCH START FROM THE BELIEF THAT THEIR LONG TERM INTERESTS
WILL BE BEST SERVED BY A FEDERAL EUROPE. THEY ARE WILLING TO
ADVANCE TOWARDS THIS GODAL BY PRAGMATIC STEPS, AND RECOGMISE THAT
MUCH NEEDS DOING TO IMPROVE THE DAY-TO-DAY MANAGEMENT OF THE
COMMUNITY. THEY WILL BE CONTENT WITH LIMITED PROGRESS S0 LONG AS
IT IS IN THE DIRECTION THEY REGARD AS PROGRESSIVE OR AT THE VERY
LEAST DOES NOT GO IN THE OPPOSITE DIRECTION. THEY ARE PARTICULARLY
OPPOSER TO ANY PROPOSALS WHICH WOULD STRENGTHEN THE
INTER-GOVERMMENTAL CHARACTER OF THE COMMUNITY, AND DISLIKE FRENCH
IDEAS FOR DEVELOPING THE POMERS OF THE EUROPEAN COUNCIL. (WE ToO
COME IN FOR SOME SUSPICION BUT LESS OPEN CRITICISM ON THIS SCORE).

&. DUTCH DBJECTIVES FOR THE IGC ARE THUS ON THE WHOLE MODEST. BUT
THEY ARE PREOCCUPIED BY THE DEMOCRATIC DEFICIT, AND WILL SUPPORT
MOVES TO0O IMPROVE THE POWERS OF THE PARLIAMENT (BUT NOT MORE RADICAL

PAGE 1
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IDEAS SUCH AS GIVING PARLIAMENT THE RIGHT OF LEGISLATIVE
INITIATIVE). THEY WILL ALSO SUPPORT THE EXTENSION OF QUALIFIED
MAJORITY VOTING AT LEAST TO ENVIRONMENTAL ISSUES, AND POSSIBLY MORE
WIGELCY. THEY MAY WANT TO PROPOSE CHANGES 70 ARTICLE 235 TO MAKE IT
MORE 'EVOLUTIONARY', THOUGH STILL ON THE BASIS OF UNANIMITY. THEY
WILL BE IN FAVOUR OF BROADENING THE SCOPE OF EPC TO INCLUDE
SECURITY QUESTIONS, BUT WOLLD NOT CYET} BE IN FAVOUR OF THE
COMMUNITY ASSUMING THE ROLE AND RESPONSIBILITIES OF THE WEU. THERE
IS STRONG DOMESTIC POLITICAL SUPPORT FOR THE IDEA OF A COMMON
POLICY ON ARMS EXPORTS. COMMUMITY PARTICIPATION IN THE UN SECURITY
COUNCIL AND THE G7 WILL REMAIN A GOOD DEBATING ISSUE FOR THEM, BUT
WE WOULD NOT EXPECT THE DUTCH TO PRESS FOR ACTION NOW.

5 AGAINST THIS BACKGROUND THERE ARE DIFFERENCES OF OPINION WITHIN
THE GODVERNMENT ABOUT WHICH AREAS THAT MAY BE RIPE FOR QUALIFIED
MAJORITY VOTING. THE FOREIGN MINISTRY TAKE A MAXIMALIST POSITION
BUT ARE NOT ALWAYS ABLE TO CONVINCE DOMESTIC DEPARTMENTS. THE
DUTCH WILL IN ANY CASE HEHAIH COMMITTED TO PRESERVING A HhT]DHlL
CULTURAL IDENTITY AND WILL THUS RESIST THE ENCROACHMENT OF
COMMUNITY COMPETENCE INTO EDUCATION AND CULTURAL ISSUES SUCH AS
BROADCASTING.

6. THE STATE SECRETARY FOR EUROPEAN AFFAIRE. DANKERT, WHD IS A
FORMER PRESIDENT OF THE E P AND PERHAPS THE MOST "EUROPHILE®' VOICE

IN THE PRESENT GOVERNMENT, SET OUT HIS OWN VIEWS ON THE 'DEMODCRATIC
DEFICIT' IN AN ARTICLE PUBLISHED IN THE N R C HANDELSBLAD NEWSPAPER
OF 19 OCTOBER. HIS WISH LIST FOR THE EUROPEAN PARLIAMENT, WHICH HE
ADMITS IS5 AT PRESENT WITHIN REACH, INCLUDES EXTENDING @ M VOTING
WITH CONSEQUENT INCREASED USE OF AN (EXTENDED) COOPERATION
FROCEDURE: A RIGHT TO TAKE THE POLITICAL INITIATIVE TO STIMULATE
LEGAL FROPOSALS FROM THE COMMISSION: POWER OVER THE INCOME AS WELL
AS THE EXPENDITURE SIDE OF THE BUDGET AND THE RIGHT OF THE
PARLIAMENT TO REJECT PROPOSED LEGISLATION ONM CASES WHERE THE
COUNCIL HAS TURNED DOWN AMENDMENTS FROM THE E P ACCEPTED BY THE
COMMISSION. HE ARGUES THAT NATIONAL PARLIAMENTARY CONTROL IS5 NO
SUBSTITUTE FOR A PROPER DEMOCRATIC CONTROL AT THE EUROPEAN LEVEL
AND THAT MEASURES TO REMOVE THE DEMOCRATIC DEFICIT WILL HAVE TO BE
TAKEN AT THE COST OF THE COUNCIL WHICH IS5 AT PRESENT TOO POWERFUL.
IT REMAINE TO BE SEEN HOW FAR THESE IDEAS WILL BE INCLUDED IN THE

DUTCH POSITION FOR THE I & C.

JENEINS
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TELND B®1
OF 191855Z DCTOBER 90 f\,«f—?

INFO IMMEDIATE UKREP BRUSSELS
INFO ROUTIMNE EC POSTS

YOUR TELNO 584: EC INSTITUTIONAL REFORM

1. YOU REQUESTED A BRIEF ANALYSIS OF THE ITALIAN APPROACH TO THE
IGC ON FOLITICAL UNION.

2. ITALIAN ATTITUDES DERIVE FROM SEVERAL UNDELYING FACTORS. FOUR
STAND OUT:

I} ITALIANS ARE GENUINE EUROPEAN IDEALISTS., AS A YOUNG NATION,
FOR WHICH UNIFICATION TN THE LAST CENTURY BROUGHT GREAT
BENEFITS, BUT WHICH SUFFERED GREATLY DURING THE WARS IN THIS
CENTURY, EUROPEAN UNIFICATION IS WIDELY SEEN AS THE KEY TO
PROSPERITY AND PEACE IN THE NEXT.

II) DISSATISFACTION WITH WEAK AND CORRUFT COALITION GOVERNMENT

FROM ROME IS WIDESPREAD: FRUTE FRUMBRUSSELS APPEARS AN
ATTRACTIVE,. CERTAINLY MORE EFFICIENT, ALTERNATIVE.

III) THE ITALIANS FEAR THE ECONOMIC POWER AND FUTURE POLITICAL
WEIGHT OF A UNIFIED GERMANY. THEY THINK THIS IS BEST
REETHAIHEE_HITHIH A FEDERAL EUROPEAN STRUCTURE.

IV) THOSE DIRECTLY CONCERNED WITH ITALIAN | FULIET ON POLITICAL
UNION - PRINCIPALLY ANDREOTTI AND DE MICHELIS - HAVE FURTHER
POLITICAL AMBITIONS CANDREOTTI FOR THE PRESIDENCY OF ITALY, AND
DE MICHELIS FOR HIGHER MINISTERIAL OFFICE, OR EVEN FOR DELORS'
JOB). FOR HE:TEI;;;_LLMH!HMLL_M”HG THE CEREMONIAL
OPENING OF THE I E SUFFICIENT: THEY WANT TO CLAIM CREDIT
FGRMEFIﬁ?THG ITS COURSE. HENCE ITALIAM INSISTEHWCE ON THE HNEED
FOR & "MANDATE" FROM THE EUROPEAN COUNCIL FOR THE IGCS, AND

THEIR IDEAS ABOUT TROIKA SUB-SECRETARIATS TO 'STEER' THE IGCS
THROUGH SUCCEEDIMNG PRESIDENCIES.

3. AGAINST THIS BACKGROUND, THE OVERALL ITALIAN APPROACH TO EPU IS
MAXIMALIST. THEY WILL SUPFORT ANY PROPOSALS THAT INVOLVE
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SUBSTANTIAL STEPS TOWARDS EUROPEAN INTEGRATION: WHILE THEY FIND OUR
MORE PRAGMATIC IDEAS MARGINAL AND UNEXCITING. THEY ARE UNINHIBITED
ABOUT CEDING SOVEREIGNTY TO SUPERNATIONAL EUROPEAN INSTITUTIONS: DE
MICHELIS TOLD THE EURDPEAN PARLIAMEMT IN JULY THAT THE ITALIAN
FRESIDEHNCY WOULD TRY "TO ENSURE THE MAXIMUM TRANSFER DF SOVEREIGNTY
TO COMMUNITY INSTITUTIONS' (AS CORRECTLY NOTED IN ANNEX B8 TO
EQOCPO)152) .

4. MORE SPECIFICALLY,. THEIR QBJECTIVES ARE:
1) TO STRENGTHEN THE POWERS OF THE EUROPEAN PARLIAMENT. IN
PARTICULAR THEY WANT IT TO HAVE THE RIGHT OF CO-DECISION IN
CENTRAL COMMUNITY POLICY AREAS, SUPERVISORY POWER OVER THE
APPOINTMENT OF COMMISSIONERS AND THE RIGHT TO PROPOSE

AMENDMENTS TO THE TREATY.

IT1) THOUGH THEY HAVE NO FIRM PROPOSALS THEMSELVES, THEY ARE
LIKELY TO SUPPORT OTHERS' IDEAS ABOUT STRENGTHENING LINKS
BETWEEN NATIONAL PARLIAMENTS AND THE EP.

III) THEY WANT EXTENDED USE OF QUALIFIED MAJORITY VOTING -
PARTICULARLY IN SOCIAL AFFAIRS, BUT THEY WOULD SUPPORT ITS
EXTENSION TO ALMOST EVERY AREA OF COMMUNITY ACTIVITY.

IV THEY SUPPORT STREMGTHENED EXECUTIVE POWERS FOR THE

COMMISSION, THE ECJ AND THE COURT OF AUDITORS.

V) THEY PROFPOSE A STRENGTHENING OF EPC "TO CREATE A REAL

COMMON FOREIGN POLICY" INCLUDING SECURITY ISSUES. THEY HAVE
CIRCULATED A PAPER WHICH PROFOSES INTER ALIA A SECURITY
GUARANTEE AMONG MEMBER STATES: A COUNCIL OF DEFENCE MINISTERS
TC CONCERT DEFENCE AND SECURITY POLICY: CONCERTED POLICIES ON
CRISES OUTSIDE EUROPE: THE COORDINATION OF DISARMAMENT POLICIES:
AND CONSULTATION ON ARMS SALES.

5. THE NEED FOR A COMMON SECURITY POLICY HAS BEEN A RECURRENT
THEME IN ITALIAN MINISTERIAL PRONOUNCEMENTS IN RECENT WEEKS. THERE
HAS BEEN THE FURTHER SUGGESTION AT ASOLO THAT WEU BE INCORFORATED
INTO THE EC. THE ITALIANS BELIEVE THE GULF CRISIS HAS CREATED THE
CONDITIONS FOR A MAJOR INSTITUTIONAL CHAMNGE OF THIS KIND.

6. THERE ARE PERHAPS TWO POSSIBILITIES THAT THE ITALIANS WILL
BE PARTICULARLY KEEN TO AVOID:

I A CONFERENCE THAT BECOMES BOGGED DOWN IN DETAIL AND

PAGE 2
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DISAGREEMENT. THEY WANT IT TO FINISH WITHIN THE SAME TIMESCALE
AS THE IGC ON EMU - THEY HOPE SIX MONTHS. THEY MAY WELL SETTLE
FOR SUBSTANTIALLY LESS THAN THEIR MAXIMALIST ASPIRATIONS IN
EXCHANGE FOR A QUICK RESULT. THEY JUDGE THAT EVEN IF THIS IGC
DOES NOT PRODUCE ALL THEY WANT, IT WILL BE FOLLOWED BY OTHERS
THAT DO.

I1) ANY FORMAL DEFINITION OF SUBSIDIARITY THAT CIRCUMSCRIBES
THE AREAS INTO WHICH COMMUNITY COMPETENCE MAY EVENTUALLY
EXPAND .

DISTRIBUTION

MAIN I&T

.FRAME GEMNERAL ECD (I) [-1

ADDITIONAL

FRAME
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CONFIDENTIAL

FM PARIS

TG THMMEDIATE FEQ

TELNO 1240

OF 191540 OCTOBER 90
AND TO ROUTINE EC POSTS

YOUR TELNO 584 TO ROME: EC INSTITUTIONAL REFORM - FRENCH VIEWS ON
FOLITICAL UNION

SUMMARY

1. FRENCH APFROACH TO POLITICAL UNION FRAMED IN CONTEXT OF THEIR
CONCERNS ABOUT GEEHAHT DECLINING AMERICAN INVOLVEMENT IN EUROPE.
THE NEED TO GIVE THE COMMUNITY 'A HUMAN FACE' AND TO PRESERVE THE
BASIC INSTITUTIONAL GEOMETRY. POLITICAL UNION MEANS, ABOVE ALL, THE
FORGING OF COMMCN FOREIGN AMD SECURITY POLICY. EMPHASIS ON THE
EUROPEAN COUNCIL'"S ROLE IN DRIVING THE UNION'S POLICIES. QELEEEHEI
BALANCING ACT BETWEEN PRESERVATION OF FRENCH FREEDOM TO ACT AS THEY
WISH AND THE FEEEEIUED HEED TO BE IN THE L LEAD oM EUILDIHE EUEDFE,

DETAIL

2. STRATEGIC ELEMENTS IN THE FRENCH APPROACH TO THE POLITICAL UNION
IGC REFLECT THEIR FOLLOWING CONCERNS:

= T0 TIE GERMANY INTO THE COMMUNITY THROUGH NEWLY-DEFIMED

INSTITUTIONAL ARRANGEMENTS WHICH GIVE FRAMCE AND OTHER MEMBERS

STATES A SAY IN THE KEY DECISIONS, ESPECIALLY IN MONETARY MATTERS:

= T0 MAINTAIN THE SPECIAL FRANCO-GERMAN RELATIﬁHSHIF » A5 A DRIVING
FORCE IN EUROPEAN AFFAIRS:
If= NOWITHSTANDING THE ABOVE, DEFEND WATIONAL FREEDOM OF ACTION ON
iTHE ESSENTIALS AND FREWNCH POLITICAL LEADERSHIP EUROPEAN
'CONSTRUCTION:

= TO BEGIN CONSTRUCTION OF A COMMON FOREIGN AND SECURITY POLICY S0
AS (AY TO GIVE THE COMMUNITY A VOICE IN WORLD AFFAIRS WHICH MATCHES
ITS ECONOMIC WEIGHT: (B) TO STRENGTHENM THE EUROPEAN PILLAR TO
WITHSTAND THE REDUCTION IN AMERICAN MILITARY COMMITMENT AND
POLITICAL INVOLVEMENT IN EUROFPE WHICH FRANCE EXPECTS:

- T0 COUNTERBALANCE WITH A ""HUMAN DIMENSION''" WHAT THE PRESIDENT
SEE5 AS THE COMMUNITY'S UNDUE EMPHASIS ON REMOTE ECONOMIC
CONVERGENCE (INCLUDING EMU):

= HEMCE, TO IMNCREASE THE EENSE OF INVOLVEMENT BEY INDIVIDUALS IN
EURDPE (NOT NECESSARILY THROUGH THE EP ALONE, WHICH THEY REGARD AS
LUNREPRESENTATIVE AND IRRESPONSIBLED:

= T0 WIN FORMAL AGREEMENT ON STRASBOURG AS THE SITE OF THE EUROPEAN
PARLIAMENT:

PAGE 1
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- T0 PRESERVE FRANCE'S PERMANENT MEMBERSHIP OF THE UN SECURITY
COUNCIL:
= TO AVOID WIDENING AT THE EXPENSE OF DEEPENING.

—

3. FRENCH OBJECTIVES FOR THE POLITICAL UNIOWN IGC INCLUDE:

- MAINTENANCE OF THE EXISTING INSTITUTIONAL BALANCE. ABOVE ALL, THE
PARTICULARLY INTO THE

CREATIGN OF A COMMON FOREIGN AND SECURITY PDLIE?. THEY COULD LIVE

WITH MINOR CONCESSION TO THE EURGPEAN PARLIAMENT. BUT THEY INSIST

IDEALLY FED EXCLUSIVELY

THHUUGH THE GENERAL AFFAIRE COUNCIL :

= STRENGTHENING OF THE EXIGUOUS SECRETARIAT SUPPORT FOR THE

EURGFEAN COUNCIL, PROBABLY INCLUDING DEVELOPING THE AUTHORITY OF

THE SECRETARY GEWNERAL OF THE COUNCIL TO MATCH HUHE MEARLY THAT OF

THE PRESIDENT OF THE COMMISSION: " P =

- THE EUROPEAN COUNCIL TO GIVE A TOP LEVEL POLITICAL STEER TO

OFFICIALS, WITHOUT GETTING INTD DETAIL. POSSIBLE INCREASE IN

QUALIFIED MAJORITY WOTING DN IMPLEMENTING EURCPEAN COUNCIL

DECISIONS TAKEN BY UNANIMITY:

= CAUTION ON QUESTION OF RELATIONSHIP BETWEEN WEU AND THE

COMMUNITY: WE SEEN AS '"'BRIDGE'' TO THE 12 AND TO NATO,. BUT

INTEGRATION OF WEU INTO EPC IS REJECTED:

- DEVELOPMENT OF THE NATIONAL/EUROPEAN PARLIAMENTARY ASSISES AS &

WAY OF INCREASING DEMOCRATIC LEGITIMACY:

- EUROPEAN CITIZENSHIP (DETAILS UMCLEAR):

= THE FRENCH ARE UNLIKELY TO OPPOSE CQUTRIGHT THE UK'S OWN OWN

PROFPOSALS FOR IMPROVING THE COMMISSION'S ACCOUNTABILITY, ALTHOUGH

THEY ARE LESS KEEN TO SUPPORT ACTIVE ENFORCEMENT OF ECJ JUDGEMENTS.

L. IN THE IMMEDIATE FUTURE., THE FRENCH RECOGNISE THAT THE POLITICAL
UNICN DOSSIER WILL BE INSUFFICIENTLY ADVANCED BY THE TIME OF THE
OCTOBER EUROPEAN COUNCIL (AND PROBABLY THE DECEMBER ONE) TO ALLOW
DETAILED DECISIONS TD BE TAKEN. INDEED, AS THE JAY/DE BOISSIEU
MEETING SHOWS, THEIR OWN THOUGHTS ARE STILL EVOLVING. 50 THEY WILL
BE LOOKING FOR SOMETHING LONGER ON RHETORIC THAN ON SUBSTANCE AS
THIS STAGE OF THE NEGOTIATIONS.

5. THE FRENCH ARE KEEN TO AVOID:

= BEING TQ0 SPECIFIC ABOUT WHAT FEDERALISM MEANS (THEY ARE
PARTICULARLY WORRIED BY GERMAN DEFINITIONS)

- ANY SUBSTANTIAL INCREASE IN THE POWERS OF THE EUROPEAN PARLIAMENT
AND THE COMMISSION:

- LIMITATIONS ON NATIOWAL DEFENCE FELIEIES THROUGH CREATION OF A
COMMON SECURITY POLICY:

PAGE 2
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= SIMILARLY, LIMITATIONS ON FRENCH FOREIGN POLICY EXCEPT IN THOSE
AREAS (S5UCH AS CS5CE) WHERE HEADS OF GOVERNMENT AGREE THAT THEY
SHARE ESSENTIAL COMMON INTERESTS.

&. THERE ARE A NUMBER OF POINTS AT WHICH THE BERITISH AND FREMCH
APPROACHES COME TOGETHER. AND THE FRENCH WANT THE UK TO PLAY A FULL
PART IN THE POST-GERMAN UNIFICATION EUROPE, NOT LEAST AS AN
IMPORTANT FATTOR IN THEIR AIMS VIS-A-VIS GERMANY. THEY DO NOT WANT
T HAVE TO FACE A CHOICE EETHEEH ACHIEVING THEIR MAJOR OBJECTIVES
AT THE PRICE OF AND MOVING FORWARD AS 12
AT THE PRICE OF ABANDONING KE? DEJEETIUEE. IM THE CONTEXT OF THE
POLITICAL UNION IGC, THIS CHOICE IS UNLIKELY TO ARISE. BUT THEY
WARN US THAT IT MIGHT ARISE IN THE CASE OF EMU, WHICH THEY SEE AS A
KEY OBJECTIVE AND INTEGRALLY RELATED TO THE POLITICAL UNION DEBATE.

7. SEE ALSO OUR TELNO 1225.
LLEWELLYN SMITH

Ty
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10 DOWNING STREET

LONDON SWIA TAA
From e Peivate Secreiary

12 October 1530

a2 %;}«.ﬂ;\,
EC IHSTITUTIONAL: REFORM: CUOBESIDIARITY

Thank you for your letter of 15 Octobar about subsidiarity
in the context of EC Institutional Reform. The Prime Minister
has concerns about this which she will want to discuss with the
Foreign Secretary before we adopt a position within the EC. Our
basic starting point has to be that sovereignty rests and must
remain with the separate member states where it has been
explicitly given to the EC. 5he doubts that all other member
states share this view: for scme of them subsidiarity is a way
of giving the centra a free hand save only for what is reserved
for the periphery. The definition is therefore of crucial
importance, as you recognise.

Beyond that, the Prime Minister has sericus doubts about the
concept of a Constitutional Council or committee of National
Parliamentarians to adjudicate on whether the principle of
subsidiarity is being cbserved. Would there not be a risk that
such a body would be captured by those whose views on
subsidiarity are very different from ours? The whole concept of
a constitutional body adjudicating on what belongs to the centre
and what does not is a central feature of federal systems of
government.

There is also the risk that local government will try to
capture and use the concept of subsidiarity for its own ends.

For theese reasons, the Prime Minister thinks that we should
concentrate for now on getting an acceptably tight definition of
subsidiarity and not get inteo discussion of enforcement
machinery.

I am copying thi= letter to the Legal Secretary to the Law
DEficars and to 8ir Robin Butler.

"'r'-.,-_{..--n-.r-—-""ln

Richard Gozney, Esaq.,
Foreign and Commonwealth Office.
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FRIME MINISTER

Cabinet: Community Affairs

The Foreign Secretary minuted you and Cabinet colleagues
about the informal Foreign Ministers' meeting on 6/7 October.

2. The Chancellor attended ECOFIN on 8 Octeobar, whera:

UK entry to the ERM was generally welcomed;

the Presidency said they would produce a
brief impressionistic report on EMU for the
special European Council on 27/28 October;
agreement on revisioen of the financial
perspectives following German unification was
blocked by French pressure for the creation
of a2 contingency reserve allowing
agricultural spending to rise above the
established guideline ceiling.

3. Mr Gummer will wish to report on GATT Agriculture, on which
the Commissien's proposals, due to be tabled in Geneva by 15

October, have still not been agreed by the Council. In tha last

two weeks There have been two rounds of difficult discussions in

the Agriculture Council (B and 16 October) as well as a special
meeting of the Foreign Affairs Council which Mr Lilley attended

en 11 November. In response to the obstructive line taken by

most member states, the Fresidency have suggested a draft Council

declaration to help resclve the blockage and allow the

Commlission's proposal (which we support) to be tabled. The

present text contains some unwelcome elements, including an

undertaking that any compensatory measures should be concentrated
1
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on tha "most wvulnerabla" categories of producers and regions
(which eeould operate against UK interests) and a step backwards
on rebalancing (which however seems unlikely to survive the
negotiations with the United States). Member States (notably
France and Germany) are seeking fresh instructions and the

Ej?iéﬁlturg Council will reconvene on 19 October. If no decision
can be reached, there will be discussion at next Monday's Foreign
Affairs Council and conceivably even at the European Council on
27/28 October.

Mr Lilley may refer to two recent meetings:

a thin Internal Market Council on 9 October,

at which the Commission presented their
latest report on implementation, showing the
UK's record as second only to Denmark;

the 15 October JIndustry Council, where a

Presidency bid to promote a more active and
interventionist EC industrial policy was
rejected by most member states.

5. Future meatings will be:

Informal Culture Council, 18719 October
Consumer Council, 22 Octaber

Foreign Affairs Council, 22/23 October
Special European Council, 27/28 October

E?,-:a B
'_.___,_.--"‘

ROBIN BUTLER

17 Gctober 1590

2
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SUBSIDIARITY

I strongly believe that the Prime Minister should remain cautious
about the idea of a new Constitutional Council or Committee of Wise

Men to adjudicate upon subsidiarity. The latest FCO letter offers no

-

new arguments in support.
st

Last summer there was a very thorough round of telegrame from EC posts
analysing how esach Member State viewed subsidiarity, and the extant to
which it already operated in each national system. There has also

bean a certain amount of academic debate.

Two points stand out from this work:

L) Many Member States view the concept gquite differently from
—

us. One could summarise this by saying that, whereas we seea

subsidiarity as a way of limiting the Commission by defining

what the centre can do, plenty of others see it in the

reverse: as a way of giving the centre a free hand minus

only what is specifically reserved to the periphery. (This

isrhnw Delors put it, for example, in a lengthy discourse on
the subject last February to the Parliament's Institutiocnal

Affairs Committee. )

Can we really be confident that a new body would not be
captured by views guite different from our own? I doubt it.
But if we have put the idea of a new body on the table, we
may be hoist by our own petard.

The idea of a constitutional body adjudicating on what
belongs to the centre and what does not is a central feature
of federal systems of government. Examples are Belgium and
Germany in the EC, and the US and Canada outside. There
must be a danger, if the UK supports such an idea for the
EC, of our being tarred with a federal brush.

1
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One other important facet of the debate about subsidiarity was touched
on at OD last May, although no further work seems to have been done on
it. This is how local government might seek to capture and use for
ite own ends, not only the concept of subsidiarity, but more
particularly a new Community body set up specifically to focus on the
gquestion. This would be fertile ground for the new bady's role to be

widaned.

Thera is little doubt in my mind that the Government has plenty
critica in local government who would seek to exploit the existence
a new body in order to create maximum cmbarrassment.

I conclude from the above that, certainly at this early stage,
should concentrate on trying to get an acceptably tight definition
subsidiarity before saying anything about enforcement machinery.
might find that the definition most of the Community wants
something we would definitely not want to enforce.

-‘_Fl-'-
hjﬂhh  Tukey
i ——
JOHN MILLS
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Rt Hon John Patten MP . E%E] L:\/l?'-.

Minister of State

Home Qffice

Cueen Anne's Gate .

LONDON SW1 [6 october 1990

b el

DRAFT EC DIRECTIVE OH MOHEY LAUNDERING

’ r?'ﬁ' !.
Thank you for your letter of 4 _.8ctober to John Major on which the
Frime Minister has commented:

1 fully agree that, while supporting the cbjectives of the draft
Directive, we should resist the extensicn of Community competence
into the field of criminal law. As you may know, at the 8 October
ECOFIN meeting, the TItalian Presidency tabled a COmpromise
solution on the competence issue. This involved the replacement
of the reguirement to criminalise money laundering by the formula
ugsed in the Insider Dealing Directive, coupled with an inter=
govarnmental declaration that Member States would undertake to
make money laundering a criminal offence.

Our response WwAs that the compromise proposal did not address our
difficulties on the requirements in the Directive regarding the
enforcamant of the criminal law. We also reserved our position on
the need for a political declaration, given that tha use of the
Insider Dealing Directive formula would provide the necessary
legal underpinning for action against money laundering. Howaver,
thesa points were not supported by other Member States, most of
whom could accept the Presidency compromise. In the event, the
Commission, supported by Belgium, held to its position that money
laundering had to bs criminaliszed wunder the Directive and the
dossier has been remitted back to COREFER.

We now need to decide how to carry forward cur competence concerns
in the light of the ECOFIN discussion. We will continue to argue
that an Iinter-governmental declaration is unnecessary. But
properly handled, such a declaration can provide a powerful
bastion to prevent any danger of a concession of Community
competence.
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I suggest that we ask officials to coensider the competence issues
further in EQ{0O), and to come back to us. It might be useful at
that point for you and me to meet to discuss this.

I am copying this letter to the Prime Minister, Geoffrey Howe,
bDouglas Hurd, Fetar Lilley, Eenneth Clarke, Malcolm Rifkind,
Peter BHrooke, Patrick Mayhew, Peter Fraser and to Sir Robin

But ler.

FRANCIS MAUDE
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KJ\.

o F%&ﬂWuﬁE: YamiAL No 'F;JJAEkaffi:

Thank you for your letter of 14 September introducing your
Government's memorandum on the harmonisation of taxes and
charges in goods transport by road.

The opportunity to discuss this issue and to consider the
way forward will arise when Ministers of Transport meet at the
Transport Council later this month. Like you, I look forward to
seaing the report of that Council and considering it at the
Eurcpean Council in December.

His Excellency Dr. Helmut Kohl
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EC Institutional Reform: Subsidiarity A
) | fd th&l‘-k
Thank you for your letter of 8 October— "1 bey e

The Dublin European Council agreed that work should be LN Taloneh
done on how the principle of subsidiarity could be applied and (.4
defined in such a way as to maximise its operational et i
effectiveness. In later discussions, several member states — w LKl
have indicated an interest in writing subsidiarity into the =" A
Treaty. So 1t will be on tha agenda for the -@ MLJ'.:»'._.{_
Inter-Governmental Conference. The Foreign Secretary does po
think we need take a firm position at this stage. But he Enl‘-Ajﬁﬁau
wants to be able to steer the debate which is now starting, to
avoid member states distorting the principle and its rdf‘ﬁﬁ'
application in a way which would result in the opposite Ef}ﬁéf
from the one we seek. Elvial

It was agreed in OD last May that the UK should seek to b

;!

capture the concept, by supplying®suitable definition which Lu4ﬁ“g-
would lay down the criteria for Community-level action. In e
this way we could provide a strong presumption of action at i
the natignal rather than the Community level. This is one of L=#!}H’
the poin on which the Forelgn SEEEatary is seeking the view

of the Law Officers, and on which the Sclicitor-General has fﬁ";
commented: - ;"’

@

The guestion is how to make sure subsidiarity is applied
in practice. If the principle is not included in the Treaty,
ensuring its application ifficult. If in the Treaty.f
the concept could ultimately be tested before the Eurcpean
Court. We have identified the Enffﬁwinq ways of giving it
effect.

al) Stating subsidiarity as a general principle to which a
menber state can appeal jin debate, l.e. outside the Treaty.
This is a minimalist approach. Attaching some sort of
procedure must b@ petter, not least to encourage the
Commission to stop and think before devising proposals.

/b)
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b) Allowing a member state to challenge an adopted measure
before the European Court. This woul? be the automatic result
of simply writing e principle into the Treaty. But
subsidiarity is more a political than a legal concept, and the
ECJ is the wrong body to make the judgement. The ECJ would be
reluctant to set aside the collective approval of the Council.

We cannot look to it as an effective champion of the interests
of individual member states. You indicated that the Prime

Minister wd® Mo attracted by this option.

CONFIDENTIAL

e) Providing for a measure to be challenged before the ECJ
when still a propesal instead of after adoption. Most of the
same objections apply, at least to involvement of the ECT at
this preliminary stage.

d) Providing for the Council itself to consider subsidiarity
before it locked at other aspects of a proposal, There seens
to be ng way of forcing the Council to do this., Member states
would consider the substance as a whole - particularly whether
they would benefit financially - and give their opinicn
accordingly. If we could rely on the Council te block
unnecessary or over-detaliled measures which should be left to
national governments, we would not need the principle in the
first place.

e) Providing for a proposal to be challenged before some new
body, #.g. a Constitutional Council or a Comnmittes of
national parliamentarians. e

The Foreign Secretary is inclined to think that, of these
cptions, the last offers the best chance of success. At the
very least, such a body would want to establish it own locus
and not act simply as a rubber stamp for the Commission. We
would of course need to look carefully at its compesition te
try to ensure that it really set out to defend individual
member state interests.

The Foreign Secretary does not expect the Foreign Affairs
Council on 23 October to go into detail. He will argue that
the paper for heads of government should contain options not
prescriptions. His intention at this stage would be to have
simply an exploratory discussien on subsidiarity. But he
considers it important that we should steer the discussion in
the direction of showing up the position of individual states,
in order te avoid leaving a gap which could be f:lled by
other, less acceptable proposals. Subject to the views of the
Prime Minister and any further comments from the Law Officers,
he would therefore propose to float cur ideas for a tigrt

defigitiop of subsidiagity, and to indicate ways ich it
might best be given effect, on the lines abave.

Fhg
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As agreed in May, we shall clearly need sensible
proposals of our own at this IGC which shore up the position
of individual states and national parliaments. Otherwise we
shall be unnecessarily wrong footed at home and abroad. A
soundly based aproach to subsidiarity is an important element
in this tactic.

I am sending a copy of this letter to the Legal Secrstary
to the Law Officers and to 8ir Robin Butler.

d‘f\\ﬂ. Gt

%

1
A—* Clioud S
(R H T Gozney) J‘ﬁ
Private Secretary

C D Powell Esq
10 Downing Strest
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FUTURE OF THE EUROFEAN COAL AND STEEL COMMUNITY

As you will know, the European Commission are shortly to
make proposals on the future of the Treaty of Paris which
established the European Coal and Steel Community. I am
therefore writing to sesk colleagics' agreasement for +he
line the UK should take in discussions on this issue. In
order to provide an opportunity for some lobbying in
Brussels and in capitals, I should be grateful if we could
settle our lina by 16 October if at all pos=siblae, and no
later than 22 October.

dur starting point should I think be the principle that the
provisions of the ECSC Treaty should ultimately be ended
and the coal and steel industries treated in the same way
as any other industry, under tha EC Treaty, unless there
are specific issues where the circumstances of the
industries regquire different treatment. We must however
recognisa that because abolition before 2002 would reguire
unanimity, it is not in reality a practical option.
Neverthelesse, the ECSC Treaty is sufficiently flexible to
enable our policy aims largely to be met through a less
interventionist application of the provisions of the
existing Treaty. I therefore suggest that our real aim
gshould be to achieve such a "reinterpretation" of the
Treakty.

In particular: although accepting that jurisdiction should
remain with the Commission, we should seek to bring the
proceduras under which merger and competition cases are
considered by the Commission more into line with those
which prevail in the EC Treaty; we should press for the
measures allowing production to be regulated to remain
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unused for the remainder of the life of the Treaty; we
"should press for the ECSC pricing rules to be applied in
the least interventionist manner consistent with the
Treaty: we should press for the pre-notification
requirements for investments to be waived, except where
ECSC loans are involved, and for the Commission's
investment opinions to be based soclely on commercial
considerations; and we should press for the levy to be
ended, or at least significantly and progressively reduced,
as soon as possible. Any other details can, I suggest, be
worked out by our officials.

As to tactics, I think that in putting our "shopping list"
to the Commission, we should indicate that immediate
abolition was the ideal but that we are prepared to work
for other solutions such as "interpretation". This will
show where our priorities lie while demonstrating a
willingness to work for a realistic solution.

I am copying this letter to the Prime Minister, the Mambars
of OD(E), John Wakeham and Sir Robin Butler.

s Snamiy

?ﬁ&hi¥;uﬂﬁaji

(Approved by the Secretary of State
and signed in his absence)




Foreign and Commonwealth Office

London S5Wia 2AH
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C Oy

White Paper on Developments in the
Furopean Community: January - June 1930

I enclose a pre-publication version of the latest
glx-monthly White Paper on developments in the
Buropean Commupity. Tt will be published on
Friqay 42 October. (ag Compans /23 )

I am copying this letter and enclosure to
the Private Secretaries of the members of the
Cabinet and to Sonia Phippard (Cabinet Office).

L
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IR B T Gozney)
Private Secretary

C D Powell Esg
10 Downing Street
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HARMONISATION OF TAXES ON ROAD TRANSPORT
s

Thank you very much for your letter of ﬁﬂtmber, enclosing a copy
of a message from Chancellor Eohl and the proposed draft reply.
The FPaymaster General was most grateful to be consulted.

From his point of view, the key point is that the Commission is
proposing that all Member States should be required, by EC law, to
keep their taxes on diesel within a prescribed band, and the
Germans appear to be supporting this. FKEohl's memorandum proposes
among many other things "to harmonise the mineral oil tax for
diesel fuel on the basis of the tax rate proposed by the EC
Commission*. This is plainly unacceptable to the Govermnment. It
would therefore be odd for the Prime Minister to send too
walcoming a message to Chancellor Kohl.

You will remember that the Dublin Summit "stressed the importance
of sustained progress 1Iin ... fiscal harmonisation in the road
transport sector as early as possible and not later than 31
Decembar 1990"; but the Prime Minister insisted on adding to the
communique that this should only be "in accordance with the
provisions of the Single European Act”. That requires
harmonigation only "to the extent ... necessary to ensure the
establiehment and the functioning of the internal market®. The
Prima Minister and the Chancellor have long made plain the
Government's wview that harmonisation of tax rates is not necessary
to the internal market.

Mr Ryder is concerned that it could give unnecessary hostages to
fortune for the Prime Minister to imply, in her reply to
Chancellor Kohl, that "inadeguate" taxation could constitute "an
impediment to the development of the single market® or "that we
must find a solution to the problem at Community level®. This
could, for example; be taken by others to signal that the Prime
Minister might be prepared to consider some sort of minimum rate
of tax, to be prescribed by the Community.
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Mr Ryder would prefer a more anodyne reply. A simple Boclution
might be to omit the middle two paragraphg of the presant draft.

He has asked me to stress that this is in no way intended to
prejudge arguments which colleagues in the Department of Transport
may wish to put forward about the handling of proposals for tax
harmonisation: he is already in touch with Mr Chope about that.
He is simply concerned not to give the Germans, or anyone else,
any excuse to think that the Government might be prepared tec relax
its well known opposition to tax harmonisation.

To pave time,; I am sending a copy of this letter to Simon Whiteley
in Mr Parkinson's office.

Jovs sl )

A~s Housla 4

GINA HASEINS
Private Secretary
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1 know that John Major is writing to Mr. Christophersen to
express his unhappiness at the way in which discussion within
the European Community of economic assistance to Turkey, Egypt
and Jordan was handled. I should like to add my voice.

This was the second occasion, the other being the
discusgion of ascistance to the Soviet Unien at the Dublin
European Council in June, when attempts have been made to bounce
member states into decisions with very major financial

implications, without proper preparation or working papers.

In Dublin an attempt was made to commit us to provide
assistance to the Soviet Union on the basis of a discussion
after dinner, with no figures, no assessment of where the money
would come from or how it should be administered. It was only
on my insistence that the Commission was asked, as a first step,
to conduct a proper study of Soviet needs and the options for

how the Community could help most effectively.

In the case of Turkey, Egypt and Jordan, an attempt was

made in early September to take decisions without Commission

proposals or any indication of how the sums involved could be

accommodated within the EC budget or the financial perspectives.
While I understand the political importance and urgency of the
issue, the proposals themselves were for aid from the 1991
budget, not the 19%0 hudget: there was time for the correct

procedures to be followed.




£t the conduct of Council
than the Commission. But

Inited Kingdom is not and will not be prepared
on issues involving major expenditure unless
are followaed. I would hope the Commission

at view and would join us in future in protesting

vigorously at any future attempts to by-pass the established

rules and procedures. We are simply not prepared to do business

that way.

Monsieur Jacques Delars
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HAEMONISATION OF TAXES OM
ROAD TRANSPORT

1 enclose a copy of a message to the
Frime Minister from Chancellor Eohl about
harmonisation of taxes on road transport,
together with the Department of Transpert's
proposed draft reply. Since the issue is
primarily one of taxation, I should be
grateful to know whether Mr. Ryder is content
that the Prime Minister should reply as
proposed.

(CHARLES POWELL)

M=, Gina Haskins,
Faymaster General's 0Office,
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I enclose the Prime Minister's letter to M. Delors about
decision-taking in the Community on issues with financial
implications. As you will see, we have dated it 10 October, in
order to allow time for the Chancellor to write his letter to
Mr. Christophersen. I should be grateful if you could arrange for
the letter to be delivered in Brussels that day.

I am sending a copy of this letter and enclosure to John
Gieve (HM Treasury) and Sonia Phippard (Cabinet Office).

(C. D. POWELL)

Stephen Wall, Esg..
HM Treasury.
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Charles Powell Esg
Private Secretary

10 Downing Sktreet
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Thank you for your letter of 23 September enclosing a copy
of the meszage to the Prime Minister from Chancellor EKohl
about transport policy maktters in the European Communiky,
togekther with a memorandum. I attach a draft reply for the
Prime Minister which I hope is self explanatory.

The background briefly is as follows:

The debate about lorry tax harmonization has been going on
for some twenty years with the UE and Germany pressing
unsuccessfully for progress. Last year the Germans,
frustrated by lack of progress, proposed a unilateral tax
which would have damaged UE interests. That has been
suspended by the European Court. The Germans have now
elevated the issue o the EBEuropean Council in order to
force more rapid progress in the Transport Council.

I am copying this letter and the attachment to
Richard Gozney (Foreign and Commonwealth Office) and
David Hadley (Cabinet Offica).

\f(;m:-' A ks L,_,_/(_’

-

g..,..-...;.-“ MJ

8 C WHITELEY
Private Secretary




DRAFT LETTER FOR THE PRIME HIHTS‘I’Hﬁ TO SEND T0O CHANCELLOE KOHL

/
Thank vyou for your lekter of fld Beptember introducing your
Government's memorandum on the ?armmnizatin of taxezs and charges
in goods transport by road. H
r'l
The United Kingdom has always been determined to ensure that
domestic hauliers fully me their track costs. I therefore
share your concern about/ the competitive effects of the
inadequate cost coverage aﬁhieved by some States. This is an
impediment to the d&velupm@nt of the single market.
f

I am sure you will appreciate the unfairness of unilateral action
on hauliers from countrigs like the UK which already recover the
public cost to which [their wvehicles give rise, I agree,
therefore, that we must find a solution to the problem at
Community Level.

The opportunity to discuss this issue and to consider the way
forward will arise hen Ministers of Transport meet at the
Transport Council lafer this month., Like you, I lock forward to
seeing the report offthat Council and considering it the European

Couricil in Decembe rr

|
|
.’
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EC INSTITUTIONAL REFORM: SUBSIDIARITY

The Prime Minister has seen the Foreign Secretary's minute
of 2 October to the Attorney on this subject, and the Solicitor-
General's reply of 5 October. She would wish to be consulted
before we decide what position to adopt at the 22 October Foreign
Affairs Council. She is evidently not attracted either by
adjudication by the Eurcpean Court of Justice or by the
establishment of a new Constitutional Council or Committee of
Wise Men.

I am copying this letter to the Legal Secretary to the Law
Officers and to Sir Robin Butler.

A

(C. D. POWELL)

Stephen Wall, Esg.,
Foreign and Commonwealth Office.
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DV TIPRIN YN

DRAFT EC DIRECTIVE ON MONEY ITAUNDERTHG

The Prime Minister has seen a copy of the Minister of Statey/
Home Qffice's letter of 4 October Tto the Chancellor about
Community competence problems over the draft EC Directive on
Money Laundering. She very much shares the concerns expressed by
Mr. Patten, and hopes that the Chancellor will be guided by them.

I am copying this letter teo Claire Craig (Home Office), Tim
Sutton (Lord President's Office), Stephen Wall (Foreign and
commonwealth Office), Martin Stanley (Department of Trade and
Industry) , Stephen Alcock (Department of Health), Jim Gallagher
(Sceottish Office), Tony Pawson (Morthern Ireland Office), Juliet
Whelden (Law Officers' Department), Alan Maxwell [(Lord Advocate's
Department) and Senia Phippard (Cabinet 0ffice).

CHARLES POWELL

John Gieve, Esqg.,
HM Treasury.
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Informal EC Foreign Ministers' Meeting:
Asolo, 6=7 October

CONFIDENTIAL

1. &As there is no Cabinet this week, I write to report
on this meeting. It can be done briefly. As befits an
informal meeting, ﬁa_agﬁiéinns were taken.

2. There were two principal debates, the first on
political union. This was tentative in character.
cnnEEErf_quhduancE press briefings neither the French
nor Italians pressed proposals for cnmmﬂﬁ_?aréiﬁn or
defence policies, and there was no difficulty, with the
Irish and on this occasion with the Danes, in arguing the
case for caution. But I would expect the_Fr&ncﬁL_ggfqgns

and/or Italians to put forward something more definite at

ohe of the Rome Summits, ie before the IGC begins. There

was a strong feéiiﬁg beginning te stir, articulated by
Genscher and Delors, that the new detericration in
Fastern Eurcpe and the crisis in the USSE would create
difficult political as well as economic decisions for the
Community in the next twelve months. Discussion of the

European Parliament was limited to a call by one or two

for The power to raise a tax for specific projects, and

discussion of extension of competence and subsidiarity
was low-key. This was a lull before some hard pounding

in or before the IGC. A

/3,
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3. The discussion on the Gulf was not at all bad.
Dumas, reporting on his wvisit to the area with

Hltterrand stressed the view in Saudi Arabia and the
Emirates that Saddam Husseln must be overthrown but
stated wvery clearly'fhat Prance {ﬁﬁleqv her forces were
attacked) would not take m111tary action except with
further authority from the Eecurlty Council. There was

no 1161Lnatlﬂn from anyﬂne to look for a compromise short

of the Eecurlty Council requlrmants ‘Political Directors

will consider what might be necessary if the requirement
were fulfilled and Saddam Hussein survived in Baghdad.
The Italian and French continua to needle away at US

domination of the burden sharing procedures.

4. The Dane launched a surprise criticism of the Italian

decision to hold a summit iﬁ_ﬁnﬁe this October, and was
quﬁbE;EEa for rather differinq reasons by the Dutch and
myself. Andreotti will be consulted, but doubtless the

summit will be held bacause the Presidency and most

qeﬁﬁifi"ﬂiﬂf it. But there was a general exchange about

handling of business which enabled me to stress the need
for proper preparatlons, expecially of spending

decisions.

B« There was no discussion of EMU. The Italians

circulated a papar on proceduras for the twoe IGCs which
will cause difficulty but was not discussed. I have
reported separately a private exchange with Delors on
EEM/EMU. He was in melancholy and autumnal mood
throughout.

CONFIDENTIAL
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6. I am copying this minute to OD colleagues and to

Sir Robin Butler.

"

(DOUGLAS HURD)

Foreign and Commonwealth Office

& October 1990

CONFIDENTIAL
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THE LEGAL SECRETARIAT TO THE LAW OFFICERS
ATTORNEY GENERAL'S CHAMBERS
9 BUCKINGHAM GATE
LONDON SW1E 6JP
Gienaral enquines 07 1-828 7154

Direct line 071-E28 =0496 Q Q
Stephen Wall Esq
Private Secretary to the h\"“'l'_’l W
Secretary of State for Foreign and Commonwealth Affairs —
Foreign and Commonwealth Office

London L l\{% "-"~,.'. J\l w I"G
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EC INSTITUTIONAL REFORM: SUBSIDIARITY Q

.

The Attorney General was grateful for your mipdte of 2 October. As you know,
he personally has not been able to consider the issues raised in the Foreign
Secretary's minute and what follows must necessarily be a provisional answer
which the Solicitor General trusts will give some guidance for the meeling of
Fureugn Ministers on 6 ( Dr-t-::her- No doubt the matter can be considered in
gr-nﬂ‘t-}r clu:-pth by the Law fomers in preparation for the Foreign Affairs Council
on 22 October, which consideration can take account of the results of the Foreign
Secretary's meeting on 6 QOctober.

In addressing the specific questions enclosed in the Foreign Secretary's minute,
the Solicitor General wishes to stress, by way of a general remark, that a large
measure of political judgment is ]Il‘i'{!ll"-l'Ed in dealing with them and that Lhe;r do not
readily admit of exact answers. One of the principal political judgments is
w@;ﬂ; Government is obliged to recognise that there is n_n_f a nmmuEtum
towards closer relationships mt]ﬂn f.he Community w{]mh 1E: unli]r.el:,r to be

.-'l-L___d-—\\‘__ . A o TR e R i

rﬂve:_-se_e_d_.ﬁ If there iz Little ;:mspect ot of such & reversal, “then it becomes
Member States. It is against 't_he background of such developments that the
coneept of subsidiarity becomes increasingly relevant and useful. The concept
is not yet precisely defined and there must be a danger that the formula
eventuaﬂy commending itself will not be suitable for the Governments purposes.
[n that event, the UK would presumably wish to press for the matter to be kept
out of the Treatios altogether. Conversely, if the formula is acceptable, the UK
wﬁu_l.la_mﬁ to give it as much weight and force as can be achieved.

CONFIDENTIAL
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In reply to question 1(a) of the minute, the Solicitor General's provisional view
iz that assuming the UK achioves an M&E%ﬁ:ﬂeﬁrmula, our objectives would, on
balance, be better achieved by a general Tmnty_p_;-;}ﬂ.'is:icrn, rather than o series
of specific Trovisions in paﬂiculﬁr _]:-_ﬂ].iﬂ-j.?_ufuua. Relying on the latter alone
would be a process fmught with dang‘r-r. the danger being that specific
provisions in particular pnhc'_l.r areas may raise A presumption that subsidiarity
would not apply in the policy areas not specifically mentioned. A general
provision has the advantage of flexibility, and of applying potentially to the whole
range of Community activity. Against that there is some risk that a general
provision may be difficult to apply in particular instances. In theory, an ideal
course would be to back the general provision with specific measures, bul these
may be difficult to negotiale. Care would need lo be laken in any evenl over the
drafting of such provisions to ensure that they do not have the effect of
dissipating the general provision.

Question 1(b)} of the minute asks for a judgment on the most effective option for
giving effect to !_TK Db]e::ﬂves in relation to subsidiarity. As yet, no agreed
definition of the concept of E1I|:I€I'l:ilﬂr"1‘t'5- has been arrived at. The UK's objectives
have been expressed as first, that action should not be taken at Community leval
unless the objective can be achieved only by action at that level and secondly that
action at Community level should not go further than necessary to achieve that
objective.

The second of theseelements Wﬂuld remain reJe'mnt aven in those areas where the

Ccrm.mumt? has exclusive cnmpetc-m:re and would serve to pn-*.- ent over-regulation.

As we perceive il, subsidiarity is qulte SE]JEI'E‘tE from cﬂmpetenc{: and would
operate as a criterion for examining whether Community action was necessary or
appropriate, it being established that such action was possible under the
Trealles. Additionally, we might expect to refer to subsidiarity as a means of
testing whether competence should be extended as, for example, by the adoption
of measures under Article 235 EEC Treaty.

The various options to give effect to the UK's objectives seem to the Solicitor
General to be: - N o

To leave the matter for adjudication by the European Court of

e MR e IR —
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Justice (ECJ) once a proposal has been adopted by the Council.

To introduce a form of review by the ECJ u_!' proposals at an earlise

stage, perhaps with the Court gi-kﬁuf'gjﬁurely advisory opinions .

To provide lor advisory or definitive opinions by a2 new body, such
a8 a Constitutional Council or Committee of Wise.

The essential diffieulty in conferring a ]umsdmn-:-n on the ECJ to determine a
question of subsidiarity is that the matter is pi * i= primarily one for political judgment.

Our experience has been that the chances of the ECJ being induced to find
agﬁunst luglslam:un wh.Enh . has been adapted by the Coungil are remote. The
chances might he umpmu-s-d by a procedure whereby a su bmdm‘mty guestion would
be referred to the ECJ, suspending further Council deliberation. In practice,
such references would be likely to become prngressfvaly more difficult the further

advanced is consideration within the Couneil and there would be much to be said
for a reference at the earliest stage when Commission proposals are submitted to
the Council. A system of preliminary references might work better if the opinions
of the Court were merely advisory, since the Court may be more ready to reach
a decision on this basis.

Whilst there may be advantage in transferring overtly political judgments away
from the ECJ, it does not seem very likely that a new body would be any less

:nmmlmaulmw“ than thé pres p‘r&aent ECJ save, perhaps, in one respect. It is
pmhable thata h:}d‘p which exiets :mljr to consider questions of subsidiarity would
not wigh to appear to be merely a rubber-stamp for Commission proposals. Much
would depend, however, on the composition of any new tribunal. Whether it
should have the attributee of a court, or be a merely advisory body is a difficult,
and perhaps an imponderable, guestion at this stage. If a legal formula can be
devised it would amount to a constitutional principle and would most naturally be
mterpreted and applied by a court, but such a body might also attract new
funections, such as determining issues of competence or the protection of human
rights. There are considerable theoretical advantages in an advisory body, such
+ a8 a Constitutional Council or Committee of Wise Men, since it might be less
reluctant to address questions of political judgment, but there are also
considerable practical difficulties in ensuring the status of such a body and

CONFINENTTAT.
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respect for it opinions.

In considering which of the options are most likely to meet UK objectives most
effectively and amount in practice to a significant check on unnecessary
Community action one can only say at this stage that each has strengths and
weaknesses, Either a new constitutional bady or a preliminary reference
jurisdiction for the ECJ may offer some prospect of acting as a check on
unnecessary Community action, but ultimately the effectiveness of either is likely
to depend on the political consensus among Member States. The new body or the
ECd 18 not likely to stray far from the prevailing political consensus and it must
be improbable that a proposal would be blocked on subsidiarity grounds if it were
supported by a good majority of Member States. There may, however, be more
ground for expecting that over-regulation might be curiailed.

In relation to questions (¢) and (d) of the minute it seems to the Solicitor Ceneral
at present that the principal risk of subsidiarity being a legal concept, other than
the danger of a weak formulation, is that it might, over time, displace competence
as the governing principle defining the scope of Community action under the
Treaties. To minimise this risk, it would need to be clearly established and
understood that subsidiarity is to act as an additional restriction or qualification
for Community action with competence remaining as a necessary pre-condition.

The inter-relationship of competence with subsidiarity will need the closest
examination as negotiations proceed. For the moment, there is a good case for
arguing that they are essentially different in nature, competence setting the legal
subject-area boundaries of Community action with subsidiarity determining within
those areas the expediency and intensity of Community action. Whilst the
Solicitor General eannot offer any informed judgment as to the negotiating risks,
it seems to him that this particular disadvantage does not point to the UK relying
merely on a political declaration, and so keeping the matter outside the Treaties
altogether.

Provided the distinction is maintained between subsidiarily and competence it
ought not to be the case that failure in a challenge on subsidiarity grounds will

preclude a subsequent challenge to competence. As a matter of principle, the

iwo mat{ers can be f:ept separate (and perhaps be determined by different
institutions) but there must be some risk that a decision by an institution that a

CONFINENTTAT,
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measure can be better achieved (or only achieved) at Community level will make

it more difficult to argue that the measure cannot be carried out under the

Treaties. Again, the need to distinguish subsidiarity from competence will nced
close attention at any drafting stage.

| am sending copies of this minute to the Private Secretaries to the Prime
Minister, to other members of 0D and OD(E), and to the Home Secretary, and to
the Private Secretaries to the Secretaries of State for Environment, Transport,
Education, Health, and to the Private Secretary to Sir Robin Butler.

wlilpt

MICHAEL CARPENTER

CONFINENTTAT.
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Dz Hicola Brewer
Private Secratary to
Mr Garal-Jonas
FPoreign and Commonwealth Office
Downing Street
LOMDOH
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Dear Nrola J

WHITE PAPER ON DEVELOPMENTS IN TH$ EUROPEAN COMMUNITY: JANUARY ™0
JUNE 1990 = {pr.

You wrote to John Gieve on 28 Seﬁtemb&r seeking clearance for
publication of the latest White Paper on developments in the
Eurcpean CommuniLy .

Officials have passed on a few amendments direct to Cabinet

Office. Otherwise, the Financial Secretary is content with the
text of the White Paper and agrees to publication.

am copying this letter to the recipients of yours.
Ltillifl AN,
Pdlp

PHILIP RUTMAM
Private Secretary
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I am aware that our officials have been in regular contact on
this draft Directive, and have established a close and
effective working relationship on the issues of mutual
interest that have arisen. I thought it might be helpful,
nevertheless, in advance of the discussion of this subject at
ECOFIN next week, to put on record my views on the aspects of
pqEEiculﬂr IElE?ﬂnﬂE to the Home foice

= - =

and that we should welcome all moves to pr&vent it. The last
thing we want is to appear to oppose worthwhile measures that
might reduce the vulnerability of European financial
institutions to money laundering - especially when wa have led
the way in action on drug trafficking and are already
organised to meet most of the draft Directive's requirements.

Heverthelass wa do have substantial difficulties on Ehe iszsue

e Eriminal law, Erlmlnél'I_h has rightly Eeen regarﬁeﬂ as a

atbter fallihg within the competence of indiwvidual member
EEEEgﬂ*_End the exten=zion of cump&Eence into this area could
have serious long term implications. The immediate effects
might be gradual, possibly affecting the more technical
regulatory areas, but we cannct tell where the Commission
might try to 9o in the longer Lerm. We have seen in the
present context, for example, how concerns which originally
focused on the laundering of drugs proceeds, have developed in
the Commission's hands to apply to a much wider range of
criminal offences. Conceding competence on this occasion
could face us with future proposals for Community action in
areas 1885 deserving of our tolerance than money launder1ng

e - B

/I am aware

The Et Hon John Major MP




I am awareé that officials have been pressing on their
European colleagues and on the Commission weys of reconciling
our desire for action on money laundering, while avoiding
unacceptable indications in respect of Community competence.
The most promising solution appears to be the precedent
adopted in the case of the Insider Dealing Directive, which
would mean omitting all direct” réferences to law and
enforcement, and leavinig it to member states to ensure that
appropriate penalties are in place for breach of the
obligations in the Directive. I favour thie. Although the
Commission will doubtless go on arguing that this robs the
Directive of much of its force, I do not believe that this
would be the case at all. The Directive would still provide
for a clear regime of customer identification, record keeping
and overall vigilance in the financial community to detect
money laundering. That would be a substantial prize, and I
hope that we can achieve it.

I know that an alternative answer to the competence issue has
now been suggested by the French, involving some kind of
intergovernmental commitment to take action through the
eriminal law. But we do not want a device which, while
appearing not to concedea competence, actually creates a new
mechanism for the Commission to get into criminal matters by
ancth&T Toute in the future. Much would depend on the context

in which such & declaration were made, how binding it
purported to be, and how free states were to chose whether to
make it or not.

My congern over competence 1s heightened by the fact that we
quE similar problems in regard to the proposed Regulation in
respect oL Lhe precursor chemjcals used in The 1111Ttit
manufacture of controlled drugs - a number ﬂfpeﬁﬁrisinns of
which are concerned with enforcement of the origaipal law, and
where we have considerably less support from other states for
a stand on competence than we do over money launderimng.

I hope that setting out my concerns in this way will be of
gome help as background to the next stage of the negotiations.
It will not be an easy task tc achieve our cbjectives over
thig Directive, but we can take some comfort from what we are
told about the substantial degree of solidarity still being
shown by otbther member states; both as to the need to take
action on money laundering and as to our anxieties on
competence.

[/The subject




The =subject matter of the Directive touches a wide range of
departmental interests, and I am copying this letter to
Geoffrey Howe, Douglas Hurd, Peter Lilley, Kenneth Clarke,
Malcolm Rifkind, Peter Brooke, Patrick Mayhew, Peter Fraser
and Sir Robin Butler.

JOHN PATTEHN




CONFIDENTIAL

Ref. A090/2300

PRIME MINISTER

Cabinet: Community Affairs

A guiet week in the Community. Mr Gummer attended a low key
informal Agriculture Council on 30 September - 1 October, which

discussed the CAP implications of develcopments in Eastern Europe.
78 w0

r 2 In Wew York on 1 October the Foreign Secretary secured a
scaling down (from one-half to one-third) of the EC budget
elament in the Commission's proposal for Community assistance teo
frontline states in he a i . The UK's budgetary
contribution will be f£63 million (lie below the £70 million
ceiling agreed by ﬂn}.- ﬁﬁé-Fﬁré?ﬁn Secretary also made clear

that the UK would not be contributing financially to the target
for voluntary national contributions.

Forthcoming meetings are:

Informal meeting of Foreign Ministers, 6/7 October
ECOFIN, 8 October
Special Agriculture Council (Uruguay Round), B October

Internal Market Council, 9 October

Special Foreign Affairs Council (Uruguay Round),
10 October

Agriculture Council, 15/16 October.

fer g

ROBIN BUTLER
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FCS/90/175
ATTORNEY GENERAL

CONFIDENTIATL

Subsidiarity

1. The Dublin European Council agreed that work should
be done on how the principle of subsidiarity could be
applied and defined in such a way as to maxinise its
ocperational effectiveness. EC Foreign Ministers are
preparing a further report on institutional reform which
will cover this point. This will be considered by Heads
of Government at the Informal European Council on
27 October.

T Lhei
L. We discussed this ;psﬂﬁﬂaﬁ 10 May. Since then it
has become clear that many member states want tc give the
principle a firm basis in Community practice and perhaps
within the Treaty. But there is no consensus yet on how
to achieve this. We can be certain that the
intergovernmental conference con political unien, starting
in December, will address the issue.

3. It would be helpful te have the views of the
Law Dfficers at this stage. 0Officials have agreed
inter-departmentally a number of specific guestions on

which I would be grateful for your advice, I attach a

paper.

CONFIDENTIAL
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4. It wounld be helpful to have at least an initial
reaction before an informal meeting of EC Foreign
Ministers on 6 October. If necessary a more consldered
view could follow in time for the 22 Cctober Foreign
Affairs Council. At this stage we do not need to examine
Treaty language. But at the October meetings I would
lika to be able, dependent on your advice, to develop one
or more of the ideas outlined in the attached paper.

B I am sending copies of this minute to the

Frime Minister, to cther members of OD and OD(E), the
Home Secretary, and to the Secretaries of State for
Environment, Transport, Education and S8cience, Health,
Social Security, and to Sir Robin Butler.

. E’..LL rgﬁﬁ

{DOUGLAS HURD)
{Approved by the Foreign Secretary

and signed in his absence abroad)

2 October 1950

CONFIDENTIAL
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Septembar 1990

STEERING COMMITTEE ON EUROPEAN QUESTIONS

EC INSTITUOTTONAL REFORM: SUBSIDIARITY

Hote by the Secretaries
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SUBSIDIARITY

1. Questions for the Law Officers

a) Would a general Treaty provision, backed by an
appropriate procedure for dealing with disputes, be
more likely to meet the objectives set out in para ?
of the attached note than a series of specific

provisions in particular policy areas?

If a ganeral Treaty provision is included, which of
the various options for giving effect to it
discussed in the note do Tthe Law Officers consider
likely to meet our cbjectives most effectively?
Would any of the options, in practice, be likely to
act as a significant check con unnecessary Community

actioan?

How sericus are any perceived disadvantages? In
particular, do they point to & pelitical approach to
the problem?

Are there any other major considerations which the
Law Cfficers believe should ke taken into account in

further developing the Government’s negotiating
approach?

2. Discussion paper attached.

BERZAAV/2 CONFIDENTIAL
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Introductian

w

1. BSubsidiarity will be a major issue in the forthocoeming
IGC discussions on institutional reform. We want to ensure
that whatever arrangements are agreed work as much to sur
advantage as possible. We therefore need a clear picture of
what arrangements will best achieave this. Whether, and if
S0 at what stage, we should feed in our own ideas, and
possible Treaty language, is a tactical decision to be taken
in the light of discus=ion in Brussels and of the Law
Officers’ views.

Objectives

<. The main purpcse of the principle of subsidiarity should
be to act as a check on unnecessary EC action within

Community competence. It should contain two elements:

(a) action should not be takan at Community lewvel
{including decisions toc extend existing competence
under Article 235) unless the objective can be achieved
only by action at that level;

action at Community level should go no further than
necessary to achisve that objective.

In an area wvheres the Community has exclusive competence,
only (b) would apply.

3. This is a maximalist definition, differing in several
respacts from the only existing reference to subsidiarity in
the Treaty (Article 130r). In particular it puts the onus
en those proposing EC-level action toc make the case for i=.
Whether wording on these lines could be achieved in practice
would be a matter for negotiation.

BRZAAV /3 CONFIDENTTIAL
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4. If new provisiocns and procedure=s on subsidiarity are in
practice to curb unnecessary Community activity they sheuld
ideally operate on:

the Commission’s legislative proposals;

Council legislative acts;

action in the legislative sphere by the Eurcpean
Parliament;

Commission acts, including its exercise of implementing
powers.

Method : How to include subsidiarity?

Justiciable or Not?

5. The first question is whether we want the concept to be
wholly justiciable; ultimately sor or not at all. In
pPrinciple Community obligations should be expressed in legal
form and thus capable of being brought before the court.

The possible drawback in relation to subsidiarity is that ir
an adopted measure were brought before the Court on grounds
that the principle of subsidiarity had been breached, the
Court would be unlikely in practice to annul it since it
would regard the issue as having been essentially one of
political judgement for the Council (though it might Ee

marginally readier to reject excessive detail, as opposed

to annulling the measure as a wholae). A subsidiarity tast
applied in this way would therefcre ke of little use to us
in practice. If eeveral challenges brought before the Court
were to be rejected, the subsidiarity principle itself would
rapidly be undermined.

BRZAAV /4 CONFIDENTIAL
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€. PFrovision could be made in the Treaty for a Commission
proposal to be challenged before the Court at the outset,
1.e. before the Council had taken a definitive view of tha
sort which would inevitably influence the Court. But tha
decision would remain essentially political in nature and it
seems likely that the Court would still decline to

block the proposal so as to leave it open to the

Council to form its own view.

Where in the Trearcvy?

7. [Lf the concept of subsidiarity were to be included in
the Treaty, there are three ways of doing so. These are nect
mutually exclusive: indeed, they could be used

cumulatively in the order set out below.

B. A provision in the preamble to the Treaty. This would
constitute a principle to which a member state could appeal

during consideration of measures. But it would create no
legal rights or cobligations, and would thus not permit a
breach of the principle to be brought directly before the
Eurcpean Court. At the most the Court could take it intas
account as part of the context of tha Treaty evidencing the
intentions of the Contracting States., It might exercise
some restraining effect on the Community institutions in
political terms: but probably much less than if there were
some effective procedure for invoking it (see below);

9. A general provision in the body of the Treaty, perhaps
highlighted by placing it in Part One ("Principles™). This

would make non-cbservance of the principle by any Community

institution ultimately justiciable before the Court; ir
would alse be possible to attach non-judicial procedures to
such a provision (see paras 20 to 22). Appropriate cross
referances could also be made in existing provisions, a.g.:

BR2ZAAV/S CONFIDENTIAL
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Article 4 (powers of institutions):

Article 5 (member states to take appropriate measures
to fulfil the Treaty):

Artiele 137 (role of tha Parliament)

Article 145 (Council to take decisions to attain
cbjectives of Treaty);

Article 155 (role of the Commission);

Article 235 (additicnal powers and extension of

competence; supplementary to cne of the abova).

10. Tt could prove useful if the Treaty referred to a
general test, despite the prcblems set out in paras 5 and &

abova, if:

a) a challenge on subsidiarity grounds could be made when
the Commission proposal was tabled, before negotiations

got underway:

rather than providing for recourse to the Court the
challenge could be brought before a new body set up to
deal specifically with questions of subsidiarity; or
alternatively, the Council itself could consider such a
challenge and decide (by a specified majority) whether
the proposal was acceptable in subsidiarity terms before
considering other aspects. These options are analysed
below.

In any event the possibility of member states in the last

resort mounting a challenge before the Court on subsidiarity

grounds would be retained: this could have some additicnal
deterrent effect on the Commission when it is drawing up its
proposals and on the Council when considering the measure.

BR2AAV/6 CONFIDENTIAL
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ll. It would be pessible to write the general principle
into specific subject areas aof the Treaty (as currently in
Article 130r on the environment). But we would like
subsidiarity tc apply to all areas: and omitting any would
inevitably imply that they were not subject to the
principle. A general provision applicable to the Treaty as
a whole therefore seems far preferable to this approach.

l2. Specific provisions, ingpired by the subsidiarity

principle, could be written inte individual areas of the
Treaty defining in a concrete manner the limits beyond which
Community action would not be permitted. This would amount
Lo a compatence test, and the Court should have no
difficulty in applying it. It would be desirable for
exclusicons to be combined with, and operate without
prejudice to, a general subsidiarity provision: otherwice
there is a risk that anything not excluded would be asumed
to be permitted. But there are precblems with this approach:
Departments have found it difficult to identify limits which
it would be useful in practice to impose; successfully
negqotiating them into the Ireaty, at least in existing areas
cf competence, would be still more difficult: ard this
solution would not be likely to deal as effectively with the
t¥pe of case (arguably the more frequent) where it is the
degree of detail, rather than the subject matter itzelf, to
which we object. rClearly if epportunities arose in
negotiation to draft any new provisions, or amend existing
ones, in a way whieh concretely reflected subsidiarity
considerations, we should wish to take advantage of this.
Sut Departments doubt whether "specific" provisions by
themselves are likely to prove an effective basiz for cur
overall approach to subsidiarity.

BR2AAV /T CONFIDENTIAL




Cr Outside the Treaty?

13. An alternative would be not to include subsidiarity in
the Treaty at all. Its application could be governed by a
political declaration agreed by all three institutions ar

(less effective) by the member states alone. This would

have political rather than legal force: there could be no
recourse to the ECT. A political declaration could

nevertheless lay down a procedure for determining questions
of subsidiarity cn the lines of those considered in paras 19
or 22 (b) and (c) below. It would alsoc be posegible to
combine general or specific Treaty provisions with a
declaration spelling out in more detail (though without
legal force) how those provisions should be applied in
practice,

Cormission Measures

L4. Whatever the form of the provisicn, we would need to
ensure that it applied not only to Council legislative acts
but also to acts of the Commission, whether directly under
the Treaty or under implementary powers conferred by the
Council: the latter, in particular, are at least as likely
to cffend against the subsidiarity principle as Counecil
acts. It might be difficult to devise a procedure for
challenging such measures before adoption. But there iz no
reason why they should not be referred, after adoption,
under one of the procedures considered in paragrapn 22. In
addition, the ECJ might be readier to strike dewn Commission
acts than those cf the Council.

European Parliament

13. It is desirable that subsidiarity should alsc be nmade
binding on the Parliament. But, as the Treaty stands at
pPresent, the main scope for the Parliament to offend
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against the principle is in their proposed amendments to
draft Council legislation: and these cannot prevail unless
embodied in a re-examined propesal from the Commission and
adopted by the Council. Mo special procedure, therefore,
sgans indicated.

Procedures: giving effect to subsidiarity

L6. Assuming that a procedure for challenging Commiseion
Proposals or eventual Council acts is desirable, it should
satisfy a number of criteria. The procedure should:

= be easy for a member state (or a s=mall number of them) to
invoke;

be capable of addressing the political nature of
subsidiarity;

ocblige the Commission (or cther Community institution) te
take due account of an adverse opinion.

17 . The procedure at para 10 envisages that a subsidiarity
provision would allow Commission proposals to be challenged
before they are discussed by the Council on the grounds that
this is the easiest stage at which to stop an undesirable
Proposal,

18. There are essentially two cptions for a bedy other than
the ECJ to deal with subsidiarity: the Council itself, or a
specifically created new body.

19. Once the principle was written into the Treaty, the
Council would in any event consider, in the normal course of
discussion, the subsidiarity aspects of a proposal. But a
procedure could be envisaged for the Council, at the request
of one or more member states, to rule saparately cn
subsidiarity, probably before considering other aspects.
Such rulings would presumably be binding on the Couneil
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itself but not on other institutions unless otherwise
provided. The Council would take decisions either by
unanimity for all issues of subsidiarity, or by the relevant
vwoting procedure flowing frem the Treaty base proposed for
the instrument in guestion. There are disadvantages to this
course. If the issue was to be decided by some form of
majority vote, voting would be liable to reflect cpinions on
the substance and absence of approval would not necessarily
provide a clear indication of the amendments needed. oOn
social issues, for example, this might not provide us with
the safeguard we are leooking for. If unanimity were
required, the procedure might be open to spuriocus
cbstructionism by member states simply blecking a legitimate
proposal they disliked. Approval by the Council would
probably doom to failure any subsequent recourse to the ECT
and would also be likely to reduce the chance of negotiating
improvements desirable on subsidiarity grounds during

subsequent Council procedure.

20. The second cption would be for one or more member
states to have the right toc refer the preposal to a third
Earty other than the ECT for an opinion within a specified
time limit. If this body ruled that some or all of a
Commission proposal was contrary to the principle of

subsidiarity, the Cocmmission’s proposal would fall and it

would be obliged te produce a new one. Even if the cpinieon
was not legally definitive, the Council could also be
required to have regard to the body’s opinion whan
considering the Commission’s new proposal. The ECT would no
doubt take due account of such an opinion if a subsequent
legal challenge were made.

2l. Since the body‘’s sole function would be to consider
subsidiarity issues, it could be expected, unlike the ECJ,
not consistently to rule in favour of Commission proposals:
its procedures could well take on the character of an
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arbitration between the varying views of the Commission and
member states. It would also presumably aim to deliver its
opinions with reasonable speed. It would in due course ba
likely to develop a body of case law on the subject which
would guide the work of the Commission and Council.

22. The third party could be one of the following:

(a) a new Constitutional Court, separata from the ECT, to

examine issues of subsidiarity and presumakly to issue

legally definitive judgments. The relationship of such
a body to legal procedures already in force would need
to ba defined. A possible drawback to advocating this
solution is that negotiations might lead in one of two
undesirable directions: either it would be argqued
(particularly by the ECJT) that a new body was
unnecessary since the task could just as easily be
assigned to the ECT itself; or other member states
would see other, much less attractive constitutional
roles for it (e.g. ruling on competence, protecting
human rights.)

constitutional Council or Committee of Wisa Men to
pronounce solely cn questiens of subsidiarity.

= Membarship: one (or two) nominated by each member

state. Further consideration would have to be given
Co whether it would be desirable to set particular
conditions for membership, to ensure a degree of
independence. The Council would need to be assisted

by a small secretariat, including lawyers.

Meetings: presumably ad hoc when proposals were
referred tc them.

BRZAAV/11




Working method: its cpinions should ideally be by

consensus. If no consensus could be reached, the
Council should take that into account in considering
the proposal; but it would not be realistic to
eXpect absence of consensus to block any

Community action whatsoever. Consideration would
however need to be given to whether there should ke
provisicn for majority decisions, or majority/

minority reports.

Enforcement: Either its decisicns should be legally
dafinitive (at least as far as the content of
Commission preoposals was concerned: it might be
preferable te leave the Council itself some
discretion over how far to accept the Committee’s
opinicns); or the Commission, Council and if
possible the Eurcpean Parliament should be
explicitly required to take account of its opinione.

Relations with the ECJ: If a guestion of

subsidiarity were subseguently challenged in the
Court, relevant ocpinions of the bedy should be taken
into account, even if they do not have legal force.

Most of these factors would apply equally te the idea
of a Censitutieonal Court, and to a certain extent to
the two Parliamentary models below.

a Committee of naticnal parliaments, an idea floated by

Sir Leon Brittan. It could either be as small as a
single representative from each member state or, as

Sir Leon Brittan appears to envisage, a larger debating
foerum. The assumption (not necessarily accurate) is
that naticnal parliamentarians would protect their own
prerogatives and weould therefore restrain the

Commission and limit the Community’s role.
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the European Parliament, a second chamber or Senate
{if created), or the Economic and Social Committee.

These would be unacceptable to us, but might be
proposed by others.

23. Departments do not believe that any of these procedures
would necessarily force the Commission wholly to withdraw an
objectionable proposal. But a bPinding commitment to take
account of the outcome should have a significant influence
on the behaviour of both the Commission and the Council. 1In
particular the mere existence of tha procedure should have a
constraining influence on the Commission who ara likely to
want to avoid courting adverses opinions.

Risks

24. In assessing the acceptability of any proposed
provision, we will need so far as passible to avoid any
formula which:

might be held to encourage action, either by member
states or the Community, in particular areas:

might allow or promote a "Westminster by-pasg"”, i.e. a
presumption that the principle applied not only to the
allocaticon of responsibilities between tha Community and
individual member states, but also between the latter and
regiocnal and local government. The Cermans have already
argued for delegation, in some circumstances, to regional
level; we must argue that this is not a matter for the
Treaty, but for member states themselves to determine.

would blur the distinction between subsidiarity and

competence tests, with the former effectively replacing
the lattar:
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creates a presumption that any list of exclusions i=
completea; or that where such an appreoach is not adopted,
subsidiarity is not relevant;

does not apply where the Community has exclusive
competence (as the Germans have suggested): even in
sectors such as agriculture there are substantial areas

which remain for acticfi by member states.

fif it invelves challenge at the Commission proposal
stage) effectively rulas out further argument about
subsidiarity during later stages of negotiation of the
measure, i1n the event of the challenge being

unsuccessful ;
allows a member stata te block the legitimate business of
the Community (e.g. agricultural price fixing, or

establishing the Single Market) for spurious reaseons.

Conclusion

25. It 1s already clear that there will be pressures at the
IGC for the adoption of some provision for subsidiarity
either in the Treaty or in a declaration. We may indeed
want to argue for such an outcome ocurselves as a means of
strengthening the application of the principle of
subsidiarity in the Community. Equally we might need to
argue against, or to minimise, a subsidiarity provision if
it locked as if it was going to be formulated in an
unhelpful manner or open up the risks listed in paragraph
24. To be accaeptable the provision would need to:

- meet our general ckbjectives and include an appropriate
definition of subsidiarity itself; and
provide a credible and enforceable procedure for
challenging Commission proposals or Council and
Commission decisions or Commission acts which contravene

the principle.
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Foreign and Commonwealth Office
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28 Baptember 1590

John Gieve Esg

Frivate Bacratary to

Chancallor of the Exchagquar

HM Treasury % L-j"'??
Parliament Btreeat

London BW1

Near Jotun,

WHITE PAFER ON DEVELOFMENTE IN THE EUROFPEAN COMNUNITY: JANUARY
TO JUEE 1590

I enclose the draft of the White Paper on developments in the
Community from January to Juns 1990. As usual it is basad on
contributions from departments and has already been agreed by
officials in EQ(0). Tha draft has besn approved by

Hr Garsl-Jonas.

It was agreed in the summer that the style and layout of the
White Papar should be improved, without adding substantially
to the cost, in order to make it more user-friendly. The text
has therefore been rearranged and is now in the form of a
crisp introduction and short substantive chapters covering the
most important developmeants, with issues of secondary
importance moved toc the annexes and appeandices. X\ moras
readable typeface has been used and the general layout
improved. The cover will be produced in celour.

Publication date is set for Friday 12 October. I should
therafore be grateful if you and other reciplents of this
letter could let ma have clearance or comments no later than
6.00pm on Thursday 4 Octobar.

I am copying this letter, with the draft White Paper, to
Charles Powvell and to the Private Becretaries of other members

of tha Cabinat.

Swaars
e

Nicola Brewer
Privata Becratary to
Mr Tristan Garel-Jones
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Introduction and
summary

This White Paper covers the period of the Irish Presidency from
1 January to 30 June 1999,

The European Councils

11 There were two European Councils during the Irish
Presidency. The first, an informal Council met in Dublin on 258
April. It was convened for two main purposes: to consider the
consequences for the Community of German unification; and to
discuss the way ahead in the Community's relations with Eastern
Europe. The second was the European Council meeting in Dublin
on 25-26 June. [t considered four main issues: the steps stll
needed to complete the Single Market in 1992; political wion:
progress on Economic and Monetary Union (EMU); and assistance
to the Soviet Union.

EC/German Democratic Republic (GDR)

12 Oneof the major tasks for the Community in 1990 is to
prepare for the integration of the territory of the GOR upon
unification with the FRG. The two Dublin Councils agreed on the
procedures for handling the transitional arrangements in the
periods both before and immediately after German unification,

Eastern Europe

13  The revolutions and democratic elections in Central and
Eastern Europe have provided the background for the
development of the Community’s relations with Central and
Eastern Europe. Following the conclusion of Trade and Co-
operation Agreements, the EC is now considering Association
Agreements to build a thicker relationship with the faster
reformers. In parallel, the EC is extending its aid measures to the
other Central and Eastern Europeans, in addition to Poland and
Hungary.

Political Union

14  Following the April European Council, Foreign Ministers
prepared a report on the question of institutional reform in the
Community in order to improve the Communitv’'s elfectiveness
and democratic accountability. The Council also agread to ensure
respect for natonal identities and institutions. The European
Coundl decided in June that a second Inter-Governmenial
Conference (IGC) on institutional reform should be held in parallel
with that on EML.

European Political Co-operation

1.5  The European Council issued two ceclarations of particular
importance on foreign policy matters: on Southern Africa and the
Middle East. The declaration on Southern Africa fully recogrised
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the importance of changes in South Africa and the role of
President de Klerk in bringing them about. It offered positive
encouragement to both de Klerk and Mandela to pursue dialogue
and negotiation.

Aid to the Soviet Union

L6  The June Council invited the Commission to study the
Soviet Union’s economic problems in consultation with the Soviet
Government, the IMF/IBRD, OECD, EIB, EBRD, and to report
pack to the Informal European Council in Reme in December.

Single Market

1.7  Both Coundils confirmed the commitment to complete the
Single European Market by the end of 1992, The June Coundil
agreed the Single Market priorities for the next six months. Thev
include items of particular importance for the United Kingdom:
financial services, insurance, further liberalisation of transport and
public procurement.

1.8 The Irish Presidency successfully maintained the
momentum towards completion of the Single Market, A record
total of 69 measures aimed at removing barriers to trade in the
Community were agreed or adopted, including 40 from the
Commission’s original White Paper. 185 of the 282 White Paper
measures have now been agreed, and rtwo thirds of the
programme is now complete.

Economic and Monetary Union

1.9 Preparations for the IGC on EMU continue. The June
Council agreed that this would begin in December. In June, the
United Kingdom put forward proposals for progress tewards
EMU after Stage | involving the establishment of a European
Monetary Fund and the development of a “hard ecu® as a
COMMAN CUTTENCY,

Financial Perspective

110 A revision of the financial perspective was approved on 21
May by the Council, mainly to provide for increased aid to Central
and Eastern Europe. Commitments over the period 1990 to 1992
now amount to over 2.3 billion ecu (£1 .6 billion).

Acgriculture, Fisheries and Food

111  In April the Agriculture Council reached agreement on the
annual farm price-fixing package. On 6 June the Council agreed a
number of measures relating to bovine spongiform
encephalopathy (BSE). The Agriculture Council of 25-26 June
adopted a number of animal health measures which are key
elements of the Single Market programme in the veterinary feld.
In the Fisheries Sector there was substantial discussion of the EC
technical conservation arrangements concentrating in particular
on the need to reduce catches of immature North Sea cod and
haddock.




Introduction and summary

Transport

112 The 29 March Transport Coundil agreed to abolish
minimum hire periods and to remove restrictions on hiring by
own-account operators for vehicles under 6 tonnes. It also agreed
a 40 per cent increase in Community road haulage quatas for 1950,
Increases for 1991 and 1992 were discussed, but not agreed, at the
18=19 June Council.

113 The June Council adopted a second package of air
transport liberalisation measures, sealing an earlier commitment to
complete a Single Market in aviation by 1992, and allowing
airlines greater freedom in setting fares and opening up the
market. The Coundil also agreed in principle to an ad hoc
programme of expenditure for EC ransport infrastructure to the
end of 1992, Other important discussions included the
Commission’s proposals for the second stage of the Community
shipping policy; road and vehicle safety; and vehicle taxation.

Environment

114 Increasing ernphasis on environment issues, both within
the Community and on a global level, culminated with a
declaration on the environment at the European Couneil in June
This underlined the need for the Community to take a leading role
in tackling the pressing problems which threaten the global
environment, and set out principles and objectives for the
Community’s future environmental policy

Research and Development

11> OUn 25 April the Coundl adopted the third Framework
Programme for Research and Development (R&D). The Council
alst adopted, or reached a common position, on a number af
spedlic programmes under the 1587-1991 R & D Framework
Programme.

Energy

1.16  In the energy sector the 21 May Energy Council taok the
first tentabive steps towards an internal energy market. Agreement
was reached on the gas and electricity prices transparency
directive and a common pesition achieved on the electricity transil
directive. In addition the same Energy Council approved the
Thermie programme for demenstrating new energy techinclogies
and disseminating the results. The Unated Kingdom was
successful in helping to resist Commission proposals to amend the
notificabon of investments regulations.

Social Affairs

117  In the field of sodal affairs the European council recalled
the importance of the development of the sodal dimension in
order to ensure that the opportunities cfiered by the Single Market
benefit all the peoples of the Community. [t referred to the
conbinuing major problem of long term unemplovment and
welcomed the measures adopted by the Mav Sacial Affairs
Council on action to assist the long term unemploved. [t also




welcomed the Council's measures on vocational training and on
the health and safety of workers. The European Council also
welcomed the Gmetable established for the presentation and
examination of proposals under the Commission’s Action
Programme in application of the “Community Charter” of social
rights.

118  The Government welcomes the EC Trans-European
Mobility Scheme for University Studies (TEMPUS) which was
adopted at the 7-8 May Foreign Affairs Council for the
contribution it will make towards meeting the vocational fraining
needs of Central and Eastern Europe.

European Court Judgment

EC] Case C212/89: Factortame

119  On 12 June the European Court delivered its judgment on a
reference from the House of Lords on whether a national court
had power under Communiry law 10 grant interim relief to protect
putative Community law rights having direct effect in national
law. The Applicants in Judicial Review proceedings alleged that
Fart Il of The Merchant Shipping Act 1988 whuch introduced new
more restrictive requirements for the registration of fishing vessels
was incompatible with Community law. The Divisional Court
referred the substantive issues to the European Court for a
preliminary ruling under Article 177, It also made an Interim
Order suspending the application of the relevant provisions of The
Merchant Shipping Act which was successhully challenged on
appeal on the grounds that there is in national law (i) a
presumption of validity of an Act of Parliament; and (i} no power
to grant an injunction against the Crown. In answer to the House
of Lords® question the European Court ruled that a national cour:
wWhich, in a case before it concerning Community law, considers that the
sale ovstacle that precludes it from granting interim relief is a rule of
national W must set aside that rule..
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Progress on Commission's White Paper 2.1 The Irish completed a very successful Presidency on the
Position at 30 June 1950 Single Market. Sixty nine measures aimed at removing barriers to
trade within the Community were finally adopted, agreed in
e prindple, or had common positions agreed for submission to the
. T Adopmd European Parliament. This bettered by one the previous record
e number agreed during any one Presidency, achieved by the
W Party Spanish Presidency during the first half of 1989. A list of all 69
. adopted measures is at Appendix A. A number of the more important
B Common measures agreed by the Internal Market Council including the
Y pokition ‘Utilitdes’ directive which extends public purchasing rules to the
] TPalisest | Water, bansport, energy and telecommunications sectors,
sreemnen: directives on nor-life and motor vehicle insurance, and on three
B Trope separale directives dealing with a right of residence for students,
pensioners and other non-economically active persons are
described below; some others agreed by specialised Councils are

i,
B PHS  described elsewhere in this White Paper.

Public procurement

22  The Council on 2% March adopted a common position on a
directive on procurement by public and private bodies in the
“Utilities” sectors formerly excluded from the Works and Supplies
Directives (water, energy, transport, and from the Supplies
Directive only, telecommunications). The proposal widens the
scope of EC public purchasing rules because it aims to cover some
private as well as pubiic bodies. Contracts worth over 600,000 ecu
{about £432,000) i the telecommunications sector and 400,000 ecu
labout £288,000) in other sectors will be subject to tendering and
advertising conditions. The successful contract must be either the
cheapest or the most economically advantageous.

23  The European Parliament considered the commen position
atits meeting on 12-13 June. The Commission subsequentiy
drculated a provisional version of its final proposal and
preparations began for adoption of this important directive in
September.

Insurance

24 On 14 May the Internal Market Coundil adopted the Third
Directive relating to ineurance against civil liability in respect of
the use of motor vehicles (90/232/EEC). The directive clarifies
certain points about the level and scope of compulsory insurance
throughout the Community, the operation of member states’
guaraniee funds, and the availability of insurance details after a
road accident. The main effect of the directive for the United
Kingdom is that motor insurance policies will be required 1o
provide their domestic level of third party cover automatically
wher the policyholder drives in member states with lower levels
of compulsary cover.
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The single market

The European Community continues to
work diligently through the heavy
legislative programme required to complete
the Single Market by the end of 1952,
During the Irish Presidency 69 Single
Market measures were agreed, of which 40
came from the Lord Cockfield White Paper,
“Completing the Internal Market”, This iz a
record score for any Presidency, and
maintains the impressive head of steam the
Community has bullt up on the Single
Market programme. The last foar
Presidencies have all achleved scores of
over 60 measures. 186 out of the 282
measures in the White Paper are now
agreed, and the programme is two thirds of
the way to completion.

The highlights of the Irish Presidency are
set out in the main body of the text. Itmay
be useful to stand back a little from the
hectic pace of negotiation in Brussels, and
conslder what happens next. For the rest of
1590, we have the Italian Presidency. They
have started energetically tackling the 95
measures which still need to be agreed by
the Council. We can hope for progress on
the common passport for investment
businesses and for insurance companies.
There should be agreement on the system
to be used for the collection of VAT after
1992 - though not on any harmonisation of
VAT rates. Further work is needed on the
liberalisation of transport, to provide the
services neeced by business in the Single

Market, and on opening up the public
procurement markets. There will be
negobations on the sensitive issues of
animal and plant health. Finally, we should
see the first steps taken towards a Single
Market in pharmaceuticals.

EC business in 1991 will be guided by
Luxembourg and then by the Netherlands.
The Community's target must be to have
the bulk of the legislative programmae
finished by the end of the Dutch
Presidency. At least a year will be needed
for all the EC directives to be ransposed
into national legislation in time for the end
of 1992

20 there is likely to be a slackening in
legislative activity in Brussels from 1992
onwards. The United Kingdom
Government will continue to pursue its
policy goal of market liberalisation but
there will definitely need to be a change of
emphasis in the Single Market area from
legislation to administration of a new body
of law. This applies both to the
Commission and to member states”
administrations. We expect to see fewer
legislative working groups and greater
activity in the Committees set up to oversee
the Single Market directives. More
attenton will need to be paid (o
enforcement 5o as to ensure that the Single
Market really has created a level playing
field for business and consumers across the
Community

Measures agreed under each presidency

Mumber of measures

Partialky .:.dn-_m-d
3] Final adopmans

- = P -
IT WL Lx

I e ceensmon poemnne e iR miho




The sing!e markest

25  On 20 June the Internal Market Council adopted a commen
position on a directive bringing motor liability insurance within
the scope of the existing Non-Life Services Directive (which came
into force on 1 July 19%0). It includes additdonal measures
intended to ensure that the level of protection afforded to motor
accident victims will not be affected wherever motorists have
obtained their insurance in the Community,

2.6 The Council on 29 June adopted a common position on the
Life Assurance Services Directive. Political agreement in principle
had been reached in December 1989 pending an opinion from the
European Parliament. The directive will provide a regulatory
framework for the provision of cross-frontier services in life
insurance within the Community. In particular, it will establish a
liberal regime for cases where a policyholder acts on hic own
initative in seeking life assurance from an insurer in another
member state.

Right of residence

2.7  The Council on 28 June adopted three separate directives
(%0,/364,/EEC to 50/366/EEC) dealing with a right of residence for
students, pensioners and other non-economicall ¥ active persons
after over ten years negotation. Political agreement on the
substance of these proposals was reached at the Internal Market
Coundil on 21-22 December 1989, The question of the appropriate
legal base for the directives remained outstanding but was
resoived on 20 June when the Internal Market Councdil agreed 1o
change the legal base for all three Directives to Article 235,

2.8  The directives are intended to provide a right of residence
throughout the Community for EC nationals not already deemed
to hawve such a right under the free movement provisions of the EC
Treaty. All three directives contain provisions to ensure that
beneficiaries de not become a financial burden on the host
member state.

Technical harmonisation

28  Steady progress in this field was maintained with common
positions reached at the 20 June Internal Market Coundil on an
amendment to the simple pressure vessel directive, and directives
on the use of electrical equipment in explosive atmospheres, and
electrically operated lifts.

2.10°  Final adoption was also secured on three ‘new approach’
directives. On 20 June the Internal Market Coundil adopted
directives on active implantable medical devices (90/385/EEC)
applving to any medical device with a power source which is to be
implanted and remain in the human body, and on non-automatie
weighing instruments (%0/384 /EEC), for example shop scales and
weigh bridges. On 29 june the Council adoptad a directive on gas
appliances (90/385/EEC). This will extend the coverage of the
single Market to most non-industrial gas appliances, excluding
those where the normal water temperature exceeds 105 degrees
Ceisius. This represents a market of approxdimatelv 15 million
appiiances per annum, valued at between 12 and 15 billion ecu
(£5.6 and £10.8 billlon!,
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The single market: Insurance

We attach high priority to completion of the
Single Market for insurance. The United
Kingdom insurance market is well
developed; United Kingdom insurers have
a long radition of competiion and
innovation world-wide, and London is one
of the world's major insurance centres. As
the table below shows, however, there is
significant variation in the importance of
insurance - particularly life assurance - in
the economies of Community countries,
The separate national markets have so far
remained largely isolated from one another.

Several steps towards the Single Market
were taken in the first half of 1990. A
framework for exercising the freedom of
establishment, enabling insurers to set up
branches in other member states, already
existed before the Single European Act,
Such branches have to comply with the
rules of their “host” state which in many
cases include detailed control of premiums
and policy condidons, and most states
restricted the freedom of their residents to
buy a policy from an insurer established in
a different state (known as freedom of
services). Three new directives came into
farce at the end of the half-year which have
started to lower some of the remaining
barriers:

the Legal Expenses and Credit and
Suretyship Directives (87 /344 /EEC and
87/343/EEC respectivelv) remove the right
of Germany to insist that insurers offering
these classes must specialise in them and

not insure other types of risk;

the Second Non-Life Insurance
Drirective (88,357 /EEC) provides a
framework for freedom of services,
although for private and small commercial
risks most member states will still require
the insurer fo obtain authorisation and
comply with any rules on premium rates
and policy conditions.

[n June, the Council reached commen
pasitions on two further directves:

the Second Life Assurance
Directive, which will provide for life
assurance similar reximes to those in the
Second non-Life Insurance Direcdve in
relation to freedom of services;

- the Motor Insurance Services
Directive, which extends the scope of the
Second Nen-Life Insurance Directive to
cover motor Hability insurance

Taken together these measures represent
important progress towards lberalising the
Community insurance market. But
significant obstacles remain, and so the
Commission has now announced plans for
further directives which will enable
ifsurers to sell insurance throughout the
community, either directly or through
locally established branches, on the basis of
a single authorisation from their “home”
state. The first of these directives, covering
non-life insurance, was submitted to the
Coundl in July this year.

Gross insurance premiums as a percentage of GNP

Lifs

Son-life
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111  On 20 June the Internal Market Council adopted a common
position on a draft dedsion which will commit the Council to the
use of a number of agreed conformity assessment procedures in
future technical harmonization directives. The agreed “modules”
set out in the draft decision will enable negotiations on future
technical harmonization directives to proceed more quickly than
hitherto by providing a comprehensive range of standard
assessment procedures which can be drawn upon, thus avoiding
the need to duplicate in one sector work which has already been
carried out in another.

Company Law

212 Following agreement at the 20 June Internal Market
Coundl a common position was adopted on 29 June on a proposal
for a Council Directive amending the scope of Directive 78/660 on
annual accounts {the Fourth Company Law Directive), and
Directive 83/34% on consolidated accounts {the Seventh Directive),
The proposal would require those partrerships, limited
partnerships and unlimited companies, where all the members
having unlimited liability are limited companies, to draw up and
publish accounts in accordance with the Fourth and Seventh
Directives.

213 A common position was also adopted on 29 June on a
proposal for a Council Directive to amend the Fourth and Severth
Directives with respect to exemptions available to small and
medium sized companies and the publication of accounts in ecus.
The proposed directive would provide for a relatively modes:
extension of the derogations member states mav make available o
small and medium sized compandes. [t would also allow all
companies to publish accounts in ecus, in addition to publication
in the currency in which they were drawn up.

Community Transit

2.14  The Community Transit svstem facilitates the movement of
goods within the Community and ersures that any charges
payable on the goods are brought to account. Under its rules, a
Transit Advice Note (TAN) had to be presented to the customs
office at the point of entry into each member state. On 22 February
the Internal Market Council adopted a regulation (Mo 474 /90)
which abolished lodgement of TANs at internal Community
frontiers from 1 July 1990 thereby reducing frontier formalities.
TANs are now required only where goods leave and /or enter the
Community in the course of a Community / Common Transit
operation eg when they cross Switzerland or Austria. To fully
meet the needs on the Single Market and the establishment of the
territory of the Community as an area without internal frontiers,
the Community Transit system has been further reviewed, and 3
COmmon posibon on a proposal for a new regulation to take effect
from 1 January 1993 was adepted at the 20 June Internal Market
Council. Tt has been estimated that 83 per cent of current
movements will be excluded from this procedure after 1592,
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Implementation

With two thirds of their 1585 White Paper
programme now agreed the EC
Commission are continuing to give
increased and welcome attention to the
implementation of Single Market measures
into national legislation. This is crucial if
the political commitments made by the
Council of Ministers are to be translated
into a genuine Single Market in which
goods and services can move freely.

The publication in March of the
Commission’s Fifth Annual Progress
Report on completion of the Single Market
focussed attention on member states’
records under implementation of Single
Market measures into national law. The
Report confirmed the United Kingdom's
excellent record with only nine measures
unimplemented out of ninety - a score

which took us to the head of the league
table. The report also demonstrated an
improvement in the number of measures
implemented in all member states, which
had risen to 21 from 7 in September 1952,

More recent summary figures made
available at the Dublin European Coundl
reported the United Kingdom with 13
measures unimplemented out of 95. This
maintained our lead, equal with Denmark.
However some member states still have a
poar record and it will be a United
Kingdom priority to keep implementation
at the top of the Single Market agenda
during the [talian Presidency to assist in
highlighting that commitment to Eurcpe
needs to show in deed as well as word, A
full table of member states’ implementation
records is below.

Implementation of single market measures: by member state

100
Implemented

L rimplemicnid
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Specialist Councils

215 Most of the work remaining in the Single Market
programme falls not to the Internal Market Council, but to
specialised Councils. Among the major achievemnents were a
package of three fax measures to encourage cross-border co-
operation agreed after 20 vears (see paragraph 3.19); political
agreement on the second air transport liberalisation package (see
paragraph 5.1); a boost to the internal energy market with the
adoption of a directive on the transparency of gas and electricity
prices and a common position on elecricity transit (see paragraph
10.1); in telecommunications the adoption of a directive on Open
Network Provision and agreement in principle on mutual
recognition of type approval of terminal equipment: a sizable
number of measures in the field of plant and animal health
including veterinary checks an live animals, control of foot and
mouth disease and expenditure in the veterinary field agreed as a
package as were three propesals on veterinary medicinal products
{see Section 4),
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Annex to section 2

“Europe - Open for Business” campaign

1 The Departrment of Trade and Industry’s Single Markst CAmMPaigr
entered a new phase in February, with & much greater emphasis being giten to
the role of private seclor bodies and professiona] adi-isers in providing firms with
the specific information and adrice they need 1o prepare for the Single Market,
Whlst DTIs comprehensioe and authoritative information service will
eovttinus, there is an expanding bank of help and more detailed advice availabie
through frads assaciztions, Chambers of Commerce and ather Business
organisations. DT published first aditions of mational and regional ‘Guide o
Practical Aduice for Business’ in February, listing organisations providing
sector specific and other advice om the Single Market. These guides were updated
in June.

L During February to May, pester and press sdvertising around the
theme The Single Market is here mow. Where are you?” wes usad to draw
atievition £ the ropid progress being made om agresing and implementing the
sigie Market programme, and 1a highlight the grouring range of privats sector
advice available, Further press advertising commercing i June specifically drew
attention to the availabilivy of DTT's ‘Guddes to Practical Adeice for Business’,

Barriers to takeovers

3. Tke Commidssiom presenlad a plen far the abolition of cevtain barriers 1o
Yakeebers do the 14 May Internal Mareet Council o, Thiz took the form of
amendments te the Second Company Law Directive and to the draft Fifth and
Trirteemih Directine.

Intellectual property

4 Or 27 February a Council working perty approved Community
perticipation in the World Intelleciual Properiy Organtsation working group an
the application of the Protocol to the Madrid Agresment COnCETHing the
iRderrational régustration 4:1" trade marks, On 12-16 Marck ike _i":r:.* session of

the warking group took place

5. Un 3 April the Commussion presented to the Council @ proposal for &
regulation for the crestiom of @ supplementary protection certificate for medicina!
products, which would kave the effect of extending the patent term for
pharmaceuticais.

Pharmaceuticals

[ O 26 January the Commrission presented o the Council o package of
three measures on the wholessle distribution of medicinal products, on
classification and patient tnformation, Further proposals on homeopathic
medicings and on advertising of medicing for human use were presented on 23
March and 12 June, respectively.

Consumer policy

7. On 13 Jume the Consumer Afatre Council adopiad & directioe on
package travel. [t also comsidered and agreed (o extend the duration of the
system for the rapid exchange of information on dangevous consumer products.
Agreement in principle was alsa reachad to prolong for two years the European
home and lesure aceident surpeillance system. Theve toas ales discussion of the
propesed Gemeral Product Safety Dlirective gnd the Commizeion presented 1o fhe
Council it three-year plan for consumer policy in the EC
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Customs and indirect taxation

a. .!‘::ilm:-:'ng the agrermends reacked af the Ezonomic and Finamee Council
af the end of 1989, the Commission has mow produced o package of revised
technical propasals. For VAT, the dettination systern would be retained Jor the
mugjority of intra-Community commersial tramsachions, for 4 trancitional periad
from 1 January 1993 ta 31 Decenber 1996 at the Letest, uhem @ sustck fo the
origin system would take place. To kelp combat fraud, the Commission has
prepesad @ syslem of administrative cooperation between member states’ tox
autharities, covering bath VAT and excise. There has beem ma agreememt on
VAT and excise rates.

Intra-Community trade statistics

g, The Cammission alsa covered frtra-Communiny frase statistics im fts
mew package of proposais. The statwtical proposal links the statistics and VAT
regimes and specifiss the framewark for both the iransitional period and for 2
final system, once the sunich bo the origin system has faken place. During the
transitional period only the largest traders wowld resert detailad monthly data.
Traders wowld also report the tolals of thetr mtra-Community trade o their
normutl VAT returns. This syetem would mesf Gosermmen! nseds.

EURACHEM

10 The Laberatory of the Government Chemnist has been taking the fead in
estcbliching o Europesn forum for chemical analysis and on 28 June in
Frankfurt, 17 EC and EFTA countries plus the EEC sigred @ Memorandum of
Understanding to develap EURACHEM. The new organasation will provide o
frammerork i whick anslysts cant eollaborate on projecks of mutugl mierest. The
airm 45 b9 help to estabiish am international system of traceability far chemical
analysis




Economic, budgetary
and monetary matters

Financial Perspective

3.1 A substantive revision of the financial perspective under
Article 12 of the Inter-Institutional Agreement was approved on 21
May by the Coundl and by the European Parliament in June. The
revision provides for a net increase of 200 million ecu (£127
million) in 1990, 1,225 million ecu (5883 million) in 1991 and 1,475
million ecu (£1,065 millian) in 1992 The overall increase for each
year is within the contingency margin for unforeseen expenditure
of 0.03 per cent of Community GNP specified under Article 12.

a2 Around two thirds of the total increase over the period is
for assistance to Central and Eastern Europe. Under the terms of
the revision, the amounts set aside for this cannot be used for any
other purpose without a further joint dedision by the Council and
the Parliament.

1991 Budget

33 On 1l ]une the Preliminary Draft Budget (PDB) for 1991
was published. It totals 55.5 billion ecu (£40 billion) in
commitments and 53 billion ecu (£38.2 billion} in payvments. The
figures are well within the ceilings in the financial perspective - by
3.9 billion ecu (£2.8 billion) in the case of commirments and 4
billion ecu {£2.9 billion} for payments.

3.4  The PDB includes B38 million ecu (£603.9 million) in
commitments for assistance to Central and Eastern Europe.

1990 Supplementary Budgets

3.5  The Commission presented two Supplementary budgets
for 1990, The first was adopted on 16 February and inscribed a
token entry covering a Community guarantee for the first tranche -
totalling 350 million ecu (£223 millicon) - of a borrowing
programme totalling 870 million ecu (£354 million) to provide
medium term finandal assistance to Hungary. This loan was
agreed on 2 April.

3.6  Its purposeis to help Hungary implement structural
reforms in its transition towards a market economy. The loan (s
dependent on Hungary's compliance with the terms and
conditions of its International Monetary Fund (IMF) structural
adjustment programme, and continued social stabilitv. In
addition, the loan is subject to the understanding that Hu Ngary’s
present mix of public and private monetary obligations will
remain unchanged. The Commission is responsible for negotiation
and implementation of the lpan, and for verification that
Hungary’'s policies accord with the IMF programme




Economic, budgetary and monetary matters

3.7  The second Supplementary budget, presented on 23 March,
was mainly to budgetise the 19589 surplus and to adjust the United
Kingdom abatement. The Commission also presented two Letters
of Amendment to the second Supplementary budget: the Frst
Letter of 29 May was for additional administration costs for
Commission and European Court of Auditers staff to take account
of the depreciation of the ecu against the Belgium and
Luxembourg francs; the second Letter of 8§ June was for an
additional 200 million ecu (£127 million) for assistance to Central
and Eastern Europe. The Council gave a second reading to the
second Supplementary budget and the Letters of Amendment on
25 June,

Fraud against the Community Budget

38  The Commission published its first annual report on the
fight against fraud on 31 January. In it the Commission reported
on progress on the implementation of measures set out in the 45
point action programme and gave its priorities for actions in 1990,

Export Refunds for Agricultural Produce

38  The European Court of Auditors published a spedial report
on export refunds for agricultural produce on 31 Mav. Init the
ourt crificised the way the Commission administered the
scheme, and exposed deficiendies in the control regimes operated
by member states. The report is being examined by an ad hoc
working group following the 11 June Economic and Finance
Council.

Economic and Monetary Matters

310  Progress owards economic and monetary union was
discussed at every meeting of the Economir and Finance Couneil
and at the meetings of the European Ceundil on 28 April and 25-26
June. Two new Council decisions, one on co-operation between
central banks and the other on the convergence of economic
policies were formally adopted at the 12 March Economic and
Finance Council. These will help to promote co-ordination and co-
operation between member states in their economic and monetary
policy-making during Stage 1 of economic and monetary union
but without removing responsibility for policy from national
institutions.

3.11  Procedures for the multilateral surveillance of member
stales’ economies were agreed at the 23 April Economic and
Finance Council. Regular surveillance of both short and long term
issues will take place in the Council at least twice vearly with
contributions from the Committee of Central Bank Governors.
Member states’ economies will also be examined regulaly in the
Monetary and Economic Pelicy Committees who will report to the
Economic and Finance Council.

312 Debate continued as to what should follow Stage 1. At the
informal meetings of the Economic and Finance Council on 3]
March and 1 April, Ministers discussed a repor: by the
Commission entitled “Economic and Mongtary Union: the
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Economic Rationale and Design of the System”. The United
Kingdom welcomed the growing consensus on economic union in
that report but emphasised its reserve on the proposals for a single
monetary policy throughout the Commurity.

3.13  Discussions on the future of economic and monetary union
will continue before and during the forthcoming IGC, The
Eurcpean Coundil on 25-26 June decided that the IGC should open
on 13 December. The Prime Minister has said that the United
Kingdem will play a full part in both the conference and in the

preparations for it

3.14 Ina speech to the German Industry Forum on 20 June, the
Chancellor of the Exchequer outiined his suggestions for the
development of economic and meretary union bevond Stage 1.
He proposed that a European Monetary Fund should be
established to promote the use of the ecu alongside national
currendes. he favoured developing the present ecu (which is a
‘basket’ of the existing 12 Community currencies) into a new
curmency in its own right. It wiould be managed by the European
Monetary Fund to ensure that at realignments it could never
devalue against other Community currencies. This ‘hard ecu’
could have considerable appeal to both individuals and
businesses, because it could be used as a common currency
throughout the Community, and because of its stable ans-
inflationary character. But - unlike proposals based on the Delors
committee report - use of the new currency would be voluntary
and open to choice. If the hard ecu became widely used it could
lead eventually to a single currency for the Community. Bu
change would be gradual and evolutionary and would allow time
for the economies of the Community to achieve a much higher
degree of convergence than exists at present.

315  The Chancellor's paper has been welcomed as a
constructive contribution to the debate on future progress towards
economic and monetary unlon and will be discussed further in the
Economic and Finance Council and other appropriate Community
bodies.

European Investment Bank (EIB)

316 Twoloans, one of 20 million ecu (£14.5 million) to the
Polish State Railwav and one of 35 million ecu (£25.2 million) to
the Hungarian Electric Works Trust were approved by the
Directors of the EIB. These are the first loans under the new
provision of 1,000 million ecu (E721 million) by the EIB to fund
investment projects o Poland and Hungary.

3.17  The EIB Board of Governars extended approval for the EIB
te be a member of the European Bank for Reconstruction and
Development (EBRD) and subscribe to EBRD capital. The EIB will
act as trustee to the EBRD during the first stages of operations and
provide a loan of 10 million ecu (£7.2 million) to the EBRD 10 cover
initial runming costs.
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318 On11 June the Ecenomic and Finance Council also
approved extending EIB operatons to the German Democratic
Republic in the period between German economic and monetary
union and German unification.

Direct Taxation

.12  On 11 June, the Economic and Finance Council reached
agreement on three long-standing proposals to remove possible
tax obstacles to Communiry-wide business activity and cross-
border expansion. The measures are the Mergers Dirpctive (50,
434 /EEC), to defer tax charges that would otherwise arise on 2
ross-border merger; the Parents /Subsidiaries Directive (90/435/
EEC), to eliminate double taxation of dividends and abolish
withholding taxes on them when they are paid to a parent
company in another memnber state; and the Arbitration
Convention (90/436/EEC), to set up & mechanism to resolve
transfer pricing disputes between taxing authorities in different
states. These are the first direct tax measures to be agreed since
the Mutual Assistance Directive in 1977. United Kingdom and
Eurcpean industry had been pressing for adoption of these
measures and welcomes their agreement.

320 On 17 April, the Commission adopted a Communication
setting out its policy on corporate taxation (Guidelines on
Company Taxation). This paper addressed to the Coundil and the
Parliament announces a shift in the Commission’s policy away
from centrally imposed tax harmonisation - which the United
Kingdom has opposed - towards mutual recognition and
convergence of systems. The 1975 proposal for a single corporate
tax structure and approximated rates has been withdrawn. A
committee of iIndependent experts Is to consider whether there are
specific market distortions caused by differences in national tax
systems, and if so whether some measure of harmonisation is
needed and if it is, what role the Commission should take.
Meanwhile, the Commission has concentrated on, in particular, 3
measures which it has identified as essential to the Single Market
and which have now been agreed (see above). Two new proposals
dealing with losses of foreign branches and subsidiaries of
companies and withholding taxes on interest and royalties are
expected to be tabled during 1990,

Indirect Taxation and

intra-Community Trade Statistics

321 Omn 11 June 1990, the Commission presented its revised
technical proposals covering the VAT systemn, administrative
cooperation between member states and intra-Community trade
stabistics. These proposals are based on the agreements reached in
the Economic and Finance Council at the end of 1959, No
agreement has been reached on VAT and excise rates (see
paragraph 8 of the annex to Section 11).




Investment Services

322 Early agreement on the proposed Investment

Services Directive, and its supporting Capital Adeguacy Directive,
remained a UK priority. There was some progress on the
Investment Services Directive in the Council Working Group and
welcome agreement at the 11 June Economic and Finance Council
that the Council should aim to reach a common position on the
directive by the end of the year. On & June the Commission
submitted a proposal for the Capital Adequacy Directive. This
met a number of the concerns that the UK had expressed in the
Commission Working Group which had considered the PTOpOsa;
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Annex to section 3

Realignment of the Exchange Rate Mechanism (ERM)
of the European Monetary System

i A realignment, inveliing a narrowing of the Lira's margin of
fiuctuation from £ 6 per cem! to+ 2 per cond, as it foined the ERM narrow
band, tock effect om 8 January. The Lira's lower margin was lef unckanged. As
& result, the currency’s bilateral central rates against ERM currencies were
devalued by 3.7 per cent.

Money Laundering

2 Om 23 March the Commission published a draft directive aimed at
preventing use of the finaneial system for money laundering, The draft directive
mcludes requirsments for member sigtes to heve a criminal offence of money
Lundering, and for credit and fimancial institutions o require erid retain
customer ienkification records, to report suspicicus finencis! transactions to
erforcemeant duthorities and lo co-operate in crimninal prsstiga fromns,
Megotiarions in Councl Warking Group are now tn progress,

ECJ Case No C158/88: Commission-v-Ireland

X By the Luropean Communities (Cusioms and Fxcise) Begulations
1387, the Bepublic of Ireland had restricied the benefit of the ETEMPHONTS
prosrded for in Councal Directive Ne 697169 on the harmonization of provusions
relating fo exemption from turnover tax and excise duty on imports on
Frterratisnal bravel ko persces arriving gt its horders aRer 2 period of 45 hawurs
outeide its territery. The Commission, supported by the United Kingdom, took
the miew tha! tha! maseure was cantrary te the provisions of the direztive which
made no distinchion between traveliers and pravided jor no restrictions based on
the period sperl pubsids the jurisdiziion of 2 member stals T'.':w:f.:lr:‘, dfter the
preiimindry procedure provided for in Article 169 of the Treaty, tre Commission
braught this action before the Court on | June 19588,

4. The Court did mot accept the [rish Govermment's clatm that the
exemptions provided for in the directive were comfined to whet &5 cclled
“genuing” traveliers a8 oppesad to so callad “fescal traveilers™ who crossed the
fromtier solely to take advantage of lower rax ard duty rates, if it became
Mecaisary to adopt excepdioral provisions making the grant of pxempions
subject to g period of lime spent putside narional berrifory, Such propisions
might enly be adupted by means of a derogating directive or by way of protectize
measures, When the conditions Wid down v Articles 108 and 109 of the Treg My
were satisfied, Hewever, the Irish reguistions 2ad not been adopted in pursuance
of a Community directive or protestive measure provided for in the Treaty. Tre
Court conciuded therefore that the Republic of Ireland had failed to fulfil s
ebligations under the EEC Tresty,

EC] Case No C126/88: The Boots Com pany PLC-v-HM

Commissioners of Customs and Excise

5. This case comcerned the assessment of VAT pavable by Boots o certzin
promedional sales. Under the promotion scheme, mongy-off coupons were
printed on the packaging of certain goods entitling consumers 10 2 price-
reduction on subsequent purchases (the redemption goads). In its griss takings,
Boats included enly the sum recetved from its suppliers in exchange far the
surrendered coupong and nol ther full nominal vaive, The Commissioners
considered tha! the tazable value of the redemprion goods included the full
mominal talue of the coupans surrendered. In its Judommt on 27tk March 1590,
tre ECY held that the coupens were not @ consideration for the supriv of the
recemption gands but simply evidence of entitiement do @ discount, Acce rdingly
they should be excluded from the vailue of the suzply,
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EC] Case No 333/88: P | K Tither-v-Commissioners of

Inland Revenue

6. This case concerned a reference by the Smecial Commissioners of Ircome
Tax for a preliminary ruling on the interpretation of Articls 13 of the Pratocol
on the Privileges and Immunities of the European Communities (the Protocol)
and Articles 5 and 7 of the Treaty. Mr Tither, o Commission afficial exempt
from ratiimal tox on the emoluments from his employment with the Commission
m accordance wnth Article 13 of the Protocol, saught relief wnider the MIRAS
scheme for interest paymenis on a loan to carry out impravements to his house
i Wales. The Inkind Revemue refusad relief on the grounds that Tither was no!
4 qualifiing borrower for the purposes of the MIRAS scheme. The term
“qualifying borrower” excludes empliyees whose empluments are mol chargeable
i natioral tax by virtue of o specia] exemption or immu mity, Tither's tazable
income i tre United Kingdom woas insufficient to enable relisf for the interest
payments to be given. The Court found that the MIRAS scheme was designed to
alleviate the burden on borrotoers arising from the payment of morfgage interes:,
in gragr fo encourdge the purchase or fmprovement of kouses by private persons.
It the case of non-taxpayers, the scheme had the effect of granting & direct
subsidy fo the borrower. Article 13 of the Protocol did nof recuire member siates
ta o officials and servants of the Commumities the same subsidies ag weve paid
to beneficiaries determined in accordance with the relevart natiznal provisions
Community loo required that, whenever such officials were subject to certain
taxes, by should be able to enjoy any tax advantages normally available 1o
taxakle persons, 50 as bo prezent them from heing subject to @ preater tax burden,
Compmunity Liw 2id not prevent member states which subsidised interest paid by
mdividuals on loans ta purchase or improve thetr homes from demying that
advantage o Community employess whese taxahle income was less than the
interest paid. The MIRAS scheme did not impede the functioning of
Community institutions, 50 that there was ne brasch of Article 5. There tag no
Riscriminatidn om the grounds of nationality and consequmtiy na breach of
Article 7,
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The Common Agricultural Policy (CAP)
Price Settlement for 1990

41  On 235-27 April the Agriculture Council reached agreement
on common prices and related measures of 1990,/91

41  The settlement maintained the progress which has been
made on CAF reform and was consistent with the February 1555
European Council agreement on budgetary discipline and
stabilisers. The vast majority of institutional prices were frozen in
ecu terms with cuts for some, mainly Mediterranean products,
such as oranges and mandarins (7.5 per cent), ather citrus fruit (3
per cent) and tobacco (3 per cent). Measures were also taken to
tighten up the ammangements in the dtrus and tobacco sectors.
Intervention payment delays were reduced for cereals, dairy
products and beef.

UK Cereals MCAs Jan-Jul 1920

4.3  The settlement included green rate changes for several
member states. These represented a significant step towards
fulfilling the Community's commitment to removing all monetary
gaps by 1992, They included a substantial devaluation of the
Ereen pounid,

44  These devaluations together with movements in sterling's
exchange rate have resulted in substantial reductions in United
Kingdom Monetary Compensatory Amounts (MCAs), For
example, MCAs in the cereal sector were 19.7 per cent at the end of
April and fell to 25 per cent at the start of 1990/91 marketing vear.
Annual EC Agricultural Support Price The graph alongside shows movement in MCAs for cereals over
Index (real terms) the period 1 January 1990 to 1 Julv 1990

45  Itis estimated that, taking aceount of the green rate
changes, the package represents a reduction in average EC
support prices of 2.5 per cent in real lerms. (see graph)

4.6 A number of related measures were adopted, designed to
assist small farmers and those in disadvantaged areas. These
included a new hectarage aid for small producers of arable cops;
a subsidy per hectare for producers of minor cereals; a milk quoia
buy-up scheme to assist quota redistribution to smaller producers;
an extension of the suckler cow premium scheme to small dairy
farms; and an additional ewe premium for farmers in less
favoured areas.

4.7  The Commission estimated that their criginal proposal
B & B8 & w0 would have increased European Agricultural Guidance and
AETICUNET Yaals Guarantee Fund Guarantee expenditure by 446 million ecu (£319
million} in 1990 and 564 million ecu (€403 million) in 1991, They
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estimate that the package adopted by the Coundl will cost 333
million ecu (£238 million} in 1990 and 1121 million ecu (£501
million} in 1991. The Commission confirmed that the cost of the
package could be covered by the existing budget provision in 1990
and would fall easily within the finandal guidelines for 1991, Since
the settlement was reached, the Commission has announced (s
PDB for 1991, which Includes a provision for Guarantes
expenditure some 2.2 billion ecu (£1.5 billion) below the guideline.

Non-Price Fixing Measures

Cereals

4.8 In June, following a report to the Council on the potential
for increasing non-food uses for agricultural products,

the Council adopted a proposal from the Commission amending
the set-aside scheme to allow member states to permit the
production of cereals for non-food uses on set-aside land.

Animal Health

49 Al the 25-26 June Agriculture Council, Ministers discussed
a total of seven Single Market veterinary items. In addition to
adopting two propesals, and reaching political agreement in
principle on a third, concerning animal health trade rules for
porcinge semen, horses and other equidae, and live poultry and
hatching eggs respectively, the Council adopted rules providing
for the recogrution of member states, or parts thereof, as being free
from enzootic bovine leucosis, as well as measures to establish a
veterinary fund.

410 At the same meeting the Council also adopted two key
directives concerning the Single Market and animal health. The
first requires that vaccination against foot and mouth disease
(FMD), currently practised in eight member states, should be
discontinued throughout the Community on 1 January 1952,

4.11 The second, concerning veterinary checks in intras
Community trade in live animals, provides for the eventual
elimination of veterinary checks at frontiers and substitutes
instead a system of checks at points of origin and destination.
Documentary checks, and quarantine where necessarv, at ports of
entry will however continue to be permitted.

Sugar

412  In May the Council adopted three regulations to restore the
competitive positon of EC levulose producers which had been
eroded by import penetration. These established import levies
together with a tariff quota and introduced limited production
refunds.
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The single market and animal health

A true Single Market depends on progress
being made in a number of areas. For
example, trade measures need to be
harmonised so that the conditions under
which animals and animal products are
traded within the Community are limited to
those strictly necessary to avoid the spread
of infection. in addition, the conditions and
controls on imports from third countries
need to be harmonised - vital since progress
towards the removal of internal frontiers
will be hindered if one member state may
Impert goods which another will not
accepl. Similarly the way in which
compliance with Community rules is
checked needs to be regulated to avold
unnecessary restrictions on the one hand
while on the other ensuring that operators
fulfil their obligations. Above all else,
however, must be the eradication or contral
of serious animal diseases, and the
Community is therefore rizhtly commirted
to the attainment of a uniformly high health
status throughout the Community. After
all, as disease is brought under control the
need for trade rules and checks will
diminish.

Although the United Kingdom is
disappeinted that much higher pricrity has
not been accorded to disease eradication
and control measures, we have,
nevertheless, continued to take an active
part in Commumity discussions on other
essential Single Market measures, We
supported the adoption of no less than
seven Single Market animal health
proposals at the June Agriculture Council,
including two measures which represent
key elements in the development of animal
health contral policy in the Community.

The first requires that vaccination against
foot and mouth disease (FMD), currently
practised in other member states, should be

discontinued throughout the Community
by 1 January 19¥2. The main protection
against FMD will thereafter be provided by
the slaughter and destruction of animals
from infected herds and compensation for
the owner of such animals, as has been the
case in the United Kingdom for many
years. It is a major achlevement to secure
Community acceptance of United Kingdom
policy in this area and an important step
towards opening up trade within the Single
Market.

Equally important is the directive
concerning veterinary checks in intra-
Community rade in live animals. Like that
adopted in December 1982 in relation to
veterinary checks on certain specified
animal and fishery products, this directive
provides for the eventual elimination of
veterinary checks at frontiers and
substitules instead a system of checks at
points of origin and destination. However,
as a transitional measure, the directive
permits the continuation of documentary
checks at any point during transport
{including at ports of entry) in order to
check compliance with Community, or in
their absence, national, veterinary rules; it
also permits member states to maintain
checks untl at least the end of 1992 on all
animals entering member states at points
where animals from third countries may
arrive. The directive as a whole has to be
reviewed before the end of 1992, but in the
meantime it recognises that areas with
particular high health status should be
protected and that the dismantling of
frontier checks should be linked to progress
in the sucresshul implementation of other
controls and the harmonisaten of
standards. The new directive also places an
important oblization on the Council o
dedde before the end of 1990 on the rules
and general principles for veterinary checks
on animals imported from third countries.
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European Agricultural Guidance and Guarantee

Fund (EAGGF)

413 United Kingdom receipts during the period from the
Cuarantee Section of the EAGGF were £731 million. Because of
the operation of the system of delayed ad vances, these receipts
relate to expendirure incurred during the period 16 October 1989
0 30 April 19%0. The main areas of benefit were sheep premia,
cereal refunds, oilseed crushing subsidies and reimbursement for
losses under the spedial programme for butter disposal which was
deferred from 1987 and 1988, United Kingdom receipts from the
Guidance Section of the EAGGF amounted to £42 million.

4.14 On 29 March the Commission adopted Regulation 866,90
to improve the conditions under which agricultural produce is
processed and marketed. It makes grant aid available to capital
investments and replaces Regulation 355/77. The Commission
also adopred on 29 March Regulation 867 /90 aimed at improving
the processing and marketing conditions for forestry products,

Agrimonetary Changes resulting from

European Monetary System (EMS) Realignment

415  Asa result of the realignment of currendies within the EMS
which took place in January, and the application of the spedal
rules for dismantling newly ereated monetary gaps, green rates for
a number of member states were adjusted on 11 January. This
Included a small devaluation of the green pound which increased
support to prices in the United Kingdom by about half of 1 per
cent. A subsequent stage of dismantling took effect at the
beginning of the 1950/91 marketing vear and at the same time
support prices expressed in ecu were reduced by about 0,17 per
cent as a result of the mechanism to remove monetary gaps
resulting from the January realignment.

Fisheries

Internal Regime

416 On 27 june the Fisheries Council agreed, in the light of
saentific advice, to increase the total allowable catch (TAC) for
[rish Sea sole bringing the United Kingdom an additional 170
tennes, including a swap with the Netherlands. An amendment to
the management provisions for western horse mackerel was also
agreed which will allow an extra 15 per cent of the Community
availability to be taken by the beginning of September. In
addition, important discussions took place on the EC's
conservation regime which resulted in a Council statement urging
the Commission to produce proposals for gear modification,
aimed at reducing catches of immature North Sea cod and
haddock. A German staternent on the implications of unification
on fisheries siressed that this would net invelve upsetting any of
the existing principles of the Common Fisheries Policv. This
period saw the start of discussions in the Councdl on the
Commission's Single Market proposals to harmonise fish health
and hygiene controls across the Com MLty




External Regime

417  On 27 June the Fisheries Council agreed to allocate an
additional 7000 tonnes of cod at Greenland (obtained in return for
financial compensation) in accordance with the fundamental
principle of relative stability, to Germany and the United
Kingdom. The Commission reported on a useful visit by Vice-
President Marin to Canada which had helped to improve the
chances of a normalisation of fisheries reladons.
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Annex to section 4

The Common Agricultural Policy Price Settlement for
1980

Cereals

1. The basic cereals co-respomsibility levy toas oft at a level equivalent fo 3
per cent of the breadwheat intervention price while, in implementation of the
agreement reached i the end of 1589, the additional levy was set at 1_ per cent,
The monthly increments on cereals support prices were fncreased by 14.5 per
cemd, back lo the levels of 1978-89.

Dairy Products

2 The target price for milk was cut by 3.5 per cont with g corrasponding
reduction in the threshold (mintmum mport) price. The intermention prices for
butter and skimmed milk powder were unchanged (in ecu terms) from the March
199 tevel but those for [talian chesses were cut by betwesn 2.2 per cont and 1.7
per cent where applicable. The co-responsibility leoy remains at 1.5 per cent of
fite largel price,

3 The intervention rules for butter were smendad oo that the Edme, POFE
favourable, drrangemenis apply fo Northern Ireland as 10 the Republic of
Iratamd

- The Council also asked the Commission & use 145 management poutrs
to maximise the disposal opportuntties for butter and simmed milk and
mERIMISE saiEe fo imderpendinn,

Beef

3 The beef intervention price was cuf by 2.5 per cent. The EC careass
chessification grid will be compulsory in EC-approved ahatioirs From 1557 and
producers must be informed of the results. The basic price for pigmet! was cut
b_'l,' o0& peT cemt,

Oilseeds and Protein Crops

G. The defimition of “double low™ rapesead, which determines eligibnlity for
& production sid borus, was maintained for o further yarr Cuntil the 1581 /82
mErkeTg wear),

T Far protein craps the standard quality was tightened from 17 per ceni
to 16 per cent comirmed moisture and tmpurities content. The Commizsion il
manitor the effect of tigrteming the standird on production and marketing fo
ensure that the new siandords do not create problems. For dried fodder, the
Commission wiil consider estehlishing @ maximum tolerorca leved for hotznizsl
impurities found in sun-dried fodder

Fruit and Vegetables

5 lm phe proceazed fruit and vegetabled sechor, the Coungil agread o
mzintain the quola system for processed tomato products for oo more Yedrs,
Mcralsing the guotas for Spein and Portugal The sustem for caloulating
production aid twes amendad o limet tee rate of aid 10 the diference batuiems
Cammunity and Third Country rate material prices, and provision made for g
maongtary cosfficient. The Council deferred a decision om the Commission's
praposals for the dried grape regime,
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g, In the fresh fruit and negetables sector citrus prices were rediced by 7.5
per cent except for lemons, clementines and sateumas whick toere radiead by 3
Pe cent, and the minimum price for lemons for processing i to be raduced b
103 per cont of the 198950 withdrawwal price over fwo yeors, three in the case af
Spain. The Council also agreed to; schemes for grubbing up gpeis and mandarin
orchards; establish a citrus register, measures o encourage the ronsumption af
apples ard cilrus and essistance for sorting and packaging costs for withdraum
apples and cxirus for free distribution.

Wine

i Gutde prices for uine were alipnad. for mast white wines this meant an
mncrease of 1.6 per cent and for most red wine a euf of 1.5 per cont. Funding of
the permunent vineyard shandonment schema sl it futicre be solely by the EC
budget, The Comerission unll also have the choice of exeluding mewtral glcohol
from intervention in any given wine yerr. The ban on new planting of tines
wis extended bo 1956 while the deragation permitting planting of vires for
quality wines was exiended only ta August 199].

Non-Price Fixing Measures

Oilseeds and Protein Crops

11. The cfficial method of analysis for the determination of the glucasinolate
centent of rapesead tas replaced by ¢ more accurate method (HPLC), Member
etales were duthorised 1o continue wiang naticnal methads on a transitional
basis for the I880/9] marketing yar

Sheepmeat

12. On 22 [enuary the Counzil adopted o derisiom agresing @ revived
Voluniary Restriint Agreement with Uruguay mvoliang 3 reduction in tatal
Uruguguan imports, the infrogduction af o systemr of price surpenliznce far
smports and limits om chilled sendings in exchange for a reducrion in the imsert
tariff from 10 per ceni to zern :

13. Ot 26 March the Councll adopted & decision agreeing revisad
Voluntary Restraint Agreements with Bulgaria, Hungary, Poland, the Gerrur
Uemocratic Republic, Czechoslovakia and Yugoslvaw  This involved ther
agreement b the introduction of @ system of price surveillance for imparts and
limts am chiiled sendings in exchange for a reduction in the tmpart tariff fram
10 percent to zeve and, tn the case of Bulgaris, Hungary and Poland, sdditional
quota for 1990 only.

Besf

14, On 21 May the Agricultural Council adopted oo sstimates of
Community tmport neads in 1990 one for 50,000 tonnes of frozen beef far
manufacturing (comparad with 20,000 tonmes fr 1959), the other for 108,000
head of vowung male cattle for fattening (rormpared with 175,000 haad i 1949)
The Linited Kingdom s @ major user of the manufacturing balance sheet quota

Poultrymeat and Eggs

15 O 25-26 Jume the Agrizulture Council adopied a regulation under
which common marketing standards for poultrymeat will be intraduced
throughest the Community, This & @ framenark provision which allpws far the
introauction af detailed Commission legislation on greding, condition of
prESENEaNen, EXtraneous waler somfent ghgd lahelling in respect of certarn fvpes
ard preseniations of poulirumert. The reguiation does mot apply fo
umeriscerated poultrymeat (Traditionzl Farm Fresh) But & staremost 435 been
recorded in the Councal minutes fo the efect that aitecugh markcting standerds
canrrt be s for such souliryg it may comtinug to be markerad.
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16. The same Council also adopted a regulation which repeals and replices
Council Regulation 2772/75 whick Leid dewm the marketing standards for eggs.
The mew regulation allows for more of the detatled rules 1o Berade in
Commission legtslation and also introduces other mradifradions and
trmprovemenis io the standards system.

Sugar

I7. A Commissiom report om the speration of the scheme to provide Sugar
for the chemical industry lad in June to the Council adopting modifications o
enthance future uptake. The scheme i now of unlimated duration and the
production refund level sstablished by reference to the world price of sugar.

Animal Feedingstuffs and Medicines

18. Om 22 January the Council adopied a directive which completes the
harmitizsation of the animal feed label. It comtains a requirement for
manufecturers ta declare the contents of animal feeds, provisions foran EC
reference list of main feed ingredients, an EC lis! of ingredients prohibited from
tnclusion in animal feeds, and EC categories of similar imgredients whick car be
used by o manufacturer 89 describe the contents of his fead in place of specific
mgredient numes. The directive is ta be implemented by 22 Jariugry 12592

i9. Chm 26 March the Council adopted a directive beyeng doarn condilions
ETVErRIng the preparation, placing on the market and wse of medicated
feedingstuffs in the Commumity. [n porticular it reqictres that only premizes
@uthorised in accordamce with Dhirectize §1/851 an veterinary madicings may be
imcorporated imty feed and that monufocturers should be subiect fo prior
approvad. Farmers wnll ke Iegally required e obserpe unihdrasg] periods, The
directive does not cozer feeds containing miedicmal products authoriced wnder
Lhirective 70/524 (ie certain antibiotics, growth promaiers and caccidiostats),

20. On 25 April the Council adopted @ decision prokibiting the use of
bpwine somatotropin (BST) within the Community. except in guthorisad field
trialy, until 31 December 1950, This usil ensure that the soca! and sconamis
imtpact of using BST will be assessed in parallel with the rigorous scientific
evaluation of its safety, quality and efficacy which is requirad before it may be
icensed o go om the market, and obliges the Commission 1o present 2 further
repirt befare the end of the wear,

21. At its merting on 25-26 [une the Council adopted a Regulation
astablching a framework within which the Commission would eoaiuate the
boxicolazy of all ingredients of veterinary medicingl products, and set macimum
residuce limits (MRLz) for them, MRLs are the maximum aceepizhle resid ]
amcurs in food, calculsied on @ precautionary basis to ensure that there s ro
risk to corsumers. Provision is made for & ban on the use of particularly
Razsrdous substances in medicine for frod producing armals

22 Al the same meeting the Council agreed 2 common pasition on tuo
draft direchives amending Community ride on the licensing of veterinary
medicingl products. These make fechmical amaidmienis #0 the parent direcitce in
the light of experience and developmenis since it s sdopted in 1851, including
the advent of the Simgie Market, and extend it ta cover immu relogical
i‘ﬂf'lllﬂ'l'_l.r MRATICIg] ;r:-:!n-.:l",..-:.-_; (macermes)

EC] Case 372/88 : MMB-v-Cricket St Thomas

23 Cm 17 March the Exropesn Court confirmad the Milk Ma reeting
Board's exclusive right lo purchase milk and b0 fmpese & ey an milk prodicers
wha pasteurse and them sell their pwn (whole - i mot skimmed or semt.
skimmed) mile. The Eurepeen Court did not rule on trr GEprOpTiale size of pas
ey and referred this matter i the rationad courds

2B




Transport

Aviation Liberalisation

51  On 18 June, EC Transport Ministers adopted a second
package of measures. This enshrines in EC law the earlier
Ministerial commitment to the liberalization of air transport in the
European Community by the end of 1592, and provides for
arrangements which will function in the interim. These build on
the first set of measures agreed in 1987,

Marine Transport

52  In the maritime sector, discussions continued on the
Cemmission's proposals for the second stage of the Community
shipping policy concentrated on the Commission's proposal for
the liberalisation of domestic and coastal shipping {cabotage) but
no condusions have been reached. The Tra nsport Council agreed
in June a resolution on the prevention of accidents causing marine
pollution and the Council together with the representatives of the
governments of member states meeting within the Council agreed
a resolution on improving passenger ferry safety, Also in June, the
Commission tabled a draft Council regulations on the treatment of
shipping consortia under the competition rules of the Treaty; and
on facilitating the transfer of vessels between member states'
TEEtsteTs.

Road haulage

5.3  The 29 March Council agreed that the Community Quota
for 1950 would be increased by 40 per cent, The Regulation was
adopted on 25 April and came into force on 1 May. No dedisions
have yet been reached on any increases for 1991 and 1592,

3.4 Directive 84/647/EEC requires member states to permit
under certain conditions, the use of vehicles hired without drivers
for the carriage of goods by road, whether for hire or reward or on
&n own-account basis, for both national services and services
between member states. The Transport Council on 18-19 June
agreed that minimum hire periods would be abolished and that
the restrictions on hire by own-account operators would be
removed, but only for vehicles under 8 tonnes. This will take effect
from 31 December 1590

Infrastructure

3.3 Al the June Transport Council the twelve Transport
Ministers reached provisional agreement on a further ad hoc
programme to cover 1990, 1991 and 1992. Final agreement sl
awaits the resolution of outstanding questions on the scope of the
programme and the way in which it will be cperated.
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Liberalisation of air transport

The EC Transport Council on 18 June saw
the adoption of a second package of
measures which seals the commitment to
the liberalisation of air transport in the
Eurcpean Community by the end of 1992,
and provides for arrangements which will
functon in the interim,

The package incorporates into Community
law an earlier commitment to introduce the
key areas of a liberal market by the end of
1992, It also provides for measures which
will further ease the market in the area of
fares, capacity sharing and market access.

These build on the first set of measures
agreed in 1987, They contain arrangements
for setting fares which introduce an element
of double disapproval and simplify the
existing zonal system. The package also
eases access to the market by creating third
and fourth freedom traffic rights between
virtually all Community airports, relaxing
restrictions on fifth freedom services within
the Commuri tv, and progressivaly
lowering the thresholds for multiple
designation. The Council accepted the need
to deal quickly with predatory practices

and agreed principles against which air
cargo services should be further liberalised
by March 1991, Ministers also reached
agreement on a mandate for the opening of
aviation negotiations with EFTA.

Although there are now commitments to a
Single Market by 1992, there will be much
negotiating between now and then, in
which the United Kingdom will take a
leading role. The Government believes that
only the introduction of free, open and
above all fair competition in air transport
will allow the needs of passengers to shape
the development of the industry. Business
pecple more than any will understand the
importance of a highly-developed and
competitively priced air ransport network
in the new European Single Market. An
increasingly internarional marketplace
demands an air transport industry to help it
develop, as air transport will remain central
to that development. We cannot afford to
ignore the need for a flexible, responsive
and, most importanty, competitive air
transport industry which is capable of
meeking the changing needs of Europe's
CONSUMErs.




Annex to section 5

Railways

1 At the end of 1989, the Cammission submitted to the Council 4
Communization on a Cammunity Ruilway Policy. This contaimed proposals for:
a directive on the development of the Community raiiways; an emending
Regulation dealing with public service obligations of railuay and other transpor!
aperators; & Council Decision on the establishment of a high speed network of
trains; and an amending Regulation dealing with cambined transport.

Road and Vehicle Safety

Z The Linited Kingdom has strongly supported action in the vehicle safety
field and a drafr reslution on reducing road casualtios th rough imgropements in
vefricle standards was discussed at the Jume Transpert Councal, It 15 foreseen
that an outline prograsmme of wark will be finzlised within 2 yatr. The
Commission's propasals for harmonisation of latws on seat belt waaring, the
bood alcohol level and spead timits have not progrossad althoygh they remain on
the table.

Vehicle Taxation

3. At the Jure 19858 Transport Councl the draft direchive o the charging
of tnfrastructure cosis to heatry goods vehicles was passed to the Econormic and
Finance Council with guidelines for consuderation but it has not ver heen
discussed thera, In Maorch 1950 the EC Transpori Commisgioner offered io seb
aside tre territorlality provision that kas impeded progress on the draft directive,
The June 1990 Transport Council resolved £0 st up a high level group to take
forward the draft directive and report ot the next Councel in October, Progress
on fiscal harmondaton by 31 December 1390 was callad for at the Dublin
Europetr Summit.

Driving licences

d. Dirwing licences on 11-12 June the Evropean Parliamen: ggreed its
farmal Opinion on the draft driving licence directive. Negotiations continue in
the Council Working Growp. The directive is not likely to come o Transport
Council for a further 11 montha.




Environment

6.1  The Dublin European Council on 25-26 June adopted a
declaration setting out cbjectives and principles as a guideline for
future Community action on the environment.

62  The Environment Council adopted a directive on the
Freedom of Access to Environmental Information. This requires
memmber states to provide the public with access to environmental
information held by all public authorities with environmental
responsibilities, while setung out certain categories of information
whose confidentiality may be protected.

63  Agreement was concluded on a Regulation establishing a
European Environment Agency, although a decision on the site of
the Agency remained to be taken

6.4  The Environment Coundil adopted in March a Resolution
settng out a strategy and pringiples for the Communitv's future
policy on waste management. This includes commitments to
waste minimisation and recyeling, tozether with the aim of self-
sufficency of member states in waste disposal. In June the
Council agreed a directive amending the existing framework
directive on waste,

63  The environmental problems of Eastern Europe were
discussed at an informal Council in April, and in June a special
meeting of EC environment Ministers and their East European
counterparts met to discuss future co-operation on resolving these
problems.

European Environment Agency

The new Agency will be responsible for the  help to improve the scientific basis for
collecion, co-ordination and arialysis of decision-making and also assist the
environmental information, initially within ~ Commission in overseeing the

the Community but with the possibility of implementation of existing Community
extending participation to other European legislation. A review of the Agency’s role
countries in due course. [18 role will be o will be canducted after two years. A
produce objective and comparable data on dedision on the location of the Agency will
arange of environmental matters. This will  be made separately,




External relations,
trade and aid

GATT

7.1  Negotiations in the Uruguay Round continued with the
Community playing an active part. The Community and some
member states, including the United Kingdom, were represented
at an informal meeting of Trade Ministers to discuss the Round in
Puerto Vallarta, Mexico, on

18-20 April. Ministers charged negotiators to prepare outline texts
covering each of the fifteen negobating groups for consideration at
the Trade Negotations Committee (TNC] in July.

German Unification

When the two Germanies are politically
united at the end of 1990 the territory of the
former GDR will be legally incorporated
into the European Community, Practical
steps towards integration of the GDR are
already happening as a result of German
Economic and Monetary Union (GEML)
which took effect on 1 July. The United
Kingdom and other Community member
states have welcomed integration of the
territory of the GDR and are determined to
achieve it as smoothly and as quickly as
possible.

The Informal European Coundl in Dublin
on 28 April decided on the steps 1o be taken
in the periods before and after political
unification. Before unification, GEMU
decisions will as far as possible be in-
keeping with EC rules governing fair trade
competiion. The Governmenss of the FRG
and GDR agreed to inform the Community
and involve the Commissicn in these
decisions.

EC law will apply in the territory of the ex-
GDR from the day of political unification.
There will be no amendment of the EC
Treaties, but the Community has
recognised that a number of temporary
exemptions will be necessary in areas, such
as environmental standards, where the
GDR cannot meet EC requirements. In
September the Commission will propose
specific legislative measures for limited
derogations. These will be discussed by the
Community during the autumn so that we
<an agree final arrangements in time for
them to take effect from the date of
unification. The Community has agreed
that these transitional arrangements should
be as specific and as short-lived as possible.
Other issues include the future of the
GDR's external trade agreements and the
budgetary implications for the Community,
The United Kingdam will play a full part in
seeking solutions which benefit both the
united Germany and the rest of the
Community,

EC/United States (US)

7.2 Following Secretary Baker's Decemnber call for a
strengthened EC/US relationship, the EC and US agreed new
arrangements for more frequent Ministerial and official level
contacts, EC President Delors ied a team of Commissioners to
Washington on 23 April and EC Foreizn Ministers mel Secretary
Baker in Brussels on 3 May ;




External relations, krade and aid

73  The Community maintained a constructive dialogue with
the US on trade relaticns. In January, the EC accepted the report
by a US-requested GATT panel on the EC's oilseeds regime and
undertook to reform the regime in the context of the results of the
Uruguay Round. Discussion continued between the Commission,
member states and the US over preblems assodated with trade In
civil aircraft.

EC/Canada

74 The Joint Co-operation Committee of Commissioners and
Canadian Ministers met in Ottawa on 23 May for wide-ranging
talks on current concerns. Welcome progress was made on the
fisheries dispute during Vice President Marin's 9-10 May visit to
Canada.

EC/Japan

75 A high level meeting between Commissioners and
Japanese Ministers on 29 May re-affirmed mutual commitment to
a strong working relationship and established a new working
group on market access which will report to the autumn high level
meeting of EC and Japanese offidals,

Euro-Arab Dialogue

7.6  Following the successful re-launching of the Euro-Arab
Dialogue at the Paris Ministerial meeting in December, the Sixth
General Committee of the Dialogue meetin g in Dublin on 7-8 June,
approved six joint projects and directed the future economic and
culrural activity of the Dialogue

EC/EFTA

7.7 ECand EFTA Ministers had agreed in December 1989 to
strengthen relations, and extend the Single Market to EFTA
countries by creating a European Economic Area (EEA). After
exploratory exchanges in Spring 1990, formal negotations to set
up the EEA began on 20 June, The alm is for the agreement to
enter into force by 1 January 1993 to colncide with the com pletion
of the Single Market.

EC/Latin America

78  On2 April the Community signed a Trade and Econamic
Co-operation agreement with the Argentine Republic. The sixth
meeting of the San Jose process between the Community and
Central America tock place in Dublin on 5-10 April. The
Community also had a meeting on 10 April with the Rio Groups of
Labin American countries.

EC/Lome

739  Feliowing the expiry of the third Lome Convention, the
Community and its member states agreed Interim Measures to
appiy until the Fourth Lome Convention, signed in December
1988, comes into force. The EC/ACT Council of Ministers met in
Fifi on

25-25 March.
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EC/South Africa

.10

In response to political developments in South Africa and

having consulted Community partners, the British Government
lifted its ban on certain new investment in South Africa on 23
February 1590. On 25-26 June the Dublin European Council
recognised the significance of change, the principle of gradual
relaxation of pressure in response to change, the need for
economic underpinning of political change and called on all
parties to refrain from violence or its advocacy.

Eastern Europe

In response to the bursting of barriers with
Eastern and Central Europe, the
Community has pursued bwo tracks in
developing its relations with the new
democracies:

-  thenegotiation of Trade and Co-
operation Agreements, later to be enhanced
by Association Agreements;

- the extension of G24 co-ordinated
aid.

Driring the Irish Presidency the Community
completed its network of first generation
Trade and Co-operation Agreements with
individual countries. Though the
Agreement with Romania was Initialled on
8 June, signature was postponead in
response to the deterioration in political
conditions in the country. The Community
decided at the informal Dublin Furopean
Coundil that these agreements should be
built on through Association Agreements.
The Commission has been requested to
begin exploratory talks with the fastest
reformers with the aim of concluding
negotiations by the end of 1990, The United
Kingdom launched the initial idea for closer
forms of Assodation with the Community
for the emerging democracies of Eastern
Eurcpe, and has pushed for swift progress,
We look forward to the progressive
enrichment of relations with individual
countries, as economic and political reform
takes root.

The detail of Association Agreements is at
present being worked on by the
Commission. They would include gradual

intreduction of free trade; freedom of
movement in capital, services and people;
political dialogue and economic co-
operation extending the provisions of
existing agreements.

Among fraining proposals considered were
those established under the PHARE fund to
give training aid to Eastern European
ocountries, starting with Poland and
Hungary. The Community approved in
May a Regulation to set up a European
Training Foundation to contribute to the
development of vocational training systems
of Central and Eastern European countries
and a Decision on the Trans European
Mobility Scheme for University Srudies
(TEMPUS) which will enable Central and
Eastern European higher education
Institutions o parddpate in education and
training programmes modelled on existing
Community programmes such as
ERASMUS, COMETT and LINGUA, The
Community in addition agreed to provide a
medium term loan of up to $1 billion to
Hungary, 5200 million lending from the
European Coal and Steel Community to
Poland and Hungary and extra free food o
Poland and Hungarv.

On the basis of an Action Plan for co-
ordinated G24 assistance, the Community
decided on 4 July to extend its ecoromic aid
programme o include Czechoslovakia,
Bulgaria, Yugoslavia and GDR. A dedision
on aid for Romania was deferred. Support
and encouragement for economic and
political reform remains the central plank of
the Community’s policy towards Eastern
and Central Europe.
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Overseas Development

711  Under the European Development Funds, 39 projects
worth a total of £233 million were approved; food aid worth £36
million from the Community’s regular programme was allocated
to ¥ countries, 4 international organisations and various nom-
Eovernmental organisations. Seventeen projects worth £155
million were approved under the Community’s aid PTOgTAammE to
Asian and Latin America developing countries, and its financial
protocols with Mediterranean partners.

712 On 29 May the Development Council adopted resoluticrs
on environment and development; on the conservation of tropical
forests; on the integration of food aid with other forms of
development assistance and multiannual programming; on the
integration of women into the development process; and on
evaluation of development cooperation.

Anti-dumping

713  Anti-dumping investigations were opened by the
Community against imports of eighteen products exported by a
wotal of eighteen countries. In addition definitive anti-dumping
remedies were imposed on eleven products from sixteen
countries. This represents a rather higher level of activity than for
the previous six monthly period.

European bank for reconstruction and development (EBRD)

The Strasbourg Eurepean Coundl (8/%
December 1989) called for the
establishment of a European Bank whase
role would be to make loans and give
financial assistance o reconstruction and
development in Eastern European
countries. There was consensus that the
Bank's principal activity should be to assist
the growth of the private sector. Forty
countries, the European Community and
the European Investment Bank became
shareholders in the Bank: the EC has a
collective shareholding of 51 per cent. The
United Kingdom holds 8.5 per cent of the
shares. The Articles of the Bank were
signed by Ministers in Paris on 29 May.

Jacques Attali (TPresident Mitterrand’s
personal advizser), was elected President-
designate of the Bank which will be sited in
Lendon. Member states are enzazed in
ratifying the Articles and the Bank will
become operational early in 1991, The Bank
will play a major role in the international
effort to build palitical democracy and
assist economic reforms in Eastern Europe.
The choice of Londeon as its headquarters
reflects recognition of London's status as
Europe's leading financial centre and the
United Kingdom's prominent role in
promohing a constructive Western response
to Eastern Eurcpean countries, as they free
themselves from Communism.,
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The global diplomacy of the twelve

Global diplomacy is an important feature of
the Community’s work, generated through
European Poliical Co-operation - the
process of coordination and consultation
among member states’ Foreign Ministries.
There are more and more issues on which
partmers seek to speak with a single voice
and increasingly the Community is
recognised internationally as carrying real
political weight. During the Irish
Presidency the influence the Community
brought to bear through its collective
diplomacy on international problems,
Including in the Middle East, Central
America, Southern Africa, the Hom of
Alfrica, South East Asia and the Indian sub-
continent was considerable. The

Community also played a prominent part
in international meetings, such as the UN
Commission on Human Rights and the
Coperhagen meeting of the CSCE
Conference on the Human Dimension. At
both meetings, concepts of human rights
and democracy, for which the Community
has always stood, were successfully
advanced.

The United Kingdom played an active and
constructive part in this work, in the firm
belief that the member states maximise
their ability to influence international
affairs constructively when they speak and
act together. We will continue to work
within the Community in pursuit of this
goal.




Institutional issues

Institutional Reform

8.1 A number of factors came together in early 1990 to revive
Community debate about “political union” and the need for
institutional reform. Questions raised in the debate about EML,
talk of a “democratic deficit” and the implications of German
reunification persuaded some governments that a further
strengthening of Communiry institutions was desirable. In March,
Belgium put forward some ideas and in April, following a
proposal by President Mitterrand and Chancellor Kohl, “political
union” was discussed at the informal Dublin European Council.
British concerns that “political union” should not undermine
national identity, national sovereignty or national political
instltutions were recognised and widely shared. It was agreed
that foreign Ministers would examine the scope for possible Treaty
changes and report back to the June European Coundil.

82  During May and June, Foreign Ministers drew up a paper
setting out the areas where institutional reform might be
considered. It did not make specific proposals but emphasised the
need for practical, incremental reforms to make the Community
wmsttations more effective and more democratically accountable.
The report covered the need for greater involvement of national
parliaments as well as the European Parliament, better
implementation of Community policies, closer co-operation on
tereign policy issues, and ensuring that the principle of
subsidiarity was applied mere consistently and effectively. The
United Kingdom floated a number of ideas of its own on
institutional reform, eg for better financial accountability, on
enforcement of Community law, for strengthening European
political co-operation and for improving links between national
parliaments and Strasbourg. Other member states put forward
suggestions of their own.

8.3. The second European Councl on 25-26 June decided that a
second Inter Governmental Conference (1GC) on institutional
reform should begin in December, running in parallel to that on
EMLU. The Foreign Ministers” paper was endorsed as a basis far
further preparation. The “political union® IGC will alm to
complete its work, like that on EMU, in time for ratification by
national parliaments before the end of 1952,
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Annex to section §

EC] Case 70/88; European Parliament-v-Council

Int this case the Europetn Parlizment brought an action againsi the Councyl
alicging that the Treaty base of Regulation 35854/87/Euratom fixing marimum
permissible levels of radiactive contamination for fosdstufs and feedingstuffs
after the Chernobryl accident showld have been Article 100A of the EEC Tresty
and ot Article 31 of EAEC. On g prelimingry issuc the Council appiiad for a
ruling that the Parliament’s action was inadmissible follmuring the judgrment of
the Ewropears Court of 27 September 1988 in Case 302/57 “Comitalagie”. The
European Parliament ergued that Case 70/58 couid be distinguished, [m the
Comitologie case the Court had said that by virtue of Article 155 of the EEC
Treaty it wes for the Commission lo prodect the prerogatives of the Parliament
Houwwever, the Parliament said that this case demenstrated that (ke Commtission
could wot fulfel this responsibility where it had chosen a Treaty base for a
meqsure which toee considered inappropriaie by the Exropeant Parlument, In its
fudgment of 22 May the European Court of Justice accepied this @rgurment and
Puled that an action takert by the Parliament for annulment of @ measure laken
by the Counedl or the Commission was admissible on condition that the object of
Fhe procesdings was to safepusrd the Parliament's prevogatives.
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Employment Issues

Long term unemployed

9.1  On 29 May the Labour and Soclal Affairs Council adopted
a resolution on action to assist the long-term unemploved, With
over 7 million people unemploved for over a vear in the
Community, the Council agreed that long-term unemployment is
one of the key labour market preblems facing the Community and
re-affirmed the importance it attaches to providing constructive
and effective help for this group.

Social Action Programme

9.2 In May and June the European Commission published the
first of the proposals in its sodial action programme. These were;
three draft directives on part-time and temporary work: a revised
draft directive on asbestos; a Coemmission recommendation on a
European Schedule of industrial diseases; and a proposal for an
action programme on the elderly, including a proposed Council
dedision to designate 1393 as a year for the elderlv (see paragraphs
9.11-9.3).

93  The Commission’s intention appears to be to put all the
proposals in the social action programme to the Councll by the
end of 1991 with a view to them being adopted before the end of
1992,

Training

94  The 2% May Council considered an action programme on
continuing training (FORCE). Ten member states adopted the
pregramme. Although the United Kingdom is in favaur of
ENCOUraging continuing training, it abstained from votng in
favour of the programme because of the inclusion of a reference to
the Social Charter, which had not been approved by the United
Kingdom in 1989. Wes: Cermany also abstained.

9.5  The six months to June 1990 saw the emergence of
Commuission proposals, in a vasiety of areas induding transpor
and culture, for initiatives in the field of training to support other
Community activities.

Education

9.6  The 31 May Education Council adopted a Resolution on the
integration of children and young people with disabilities into
ordinary systems of educaticn, conclusions on the treatment of
equality of educational opportunity in the training of teachers, on
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the preparation of a new Convention for the European Schoals
and on meetings of senior officials in the education sector.

Health

Europe against Cancer

9.7 A second action plan, for 1990-%4, with a budget of 50
million ECU, (£36 million) was adopted in May 1950. The aim of
the plan is to improve understanding of the causes of cancer and
its prevention and treatment. It includes provision for projects
refated to:

prevention and screening;

public information and health education;
professional training; and

co-ordination of research

The United Kingdom will play a full part in the programme.

Acute Human Poisoning

3.5  The European Commission has propozed a Council
Resolution on “Improving the Prevention and Treatment of Acule
Human Poisoning” which introduces a scheme for the cellection of
comparable information on cases of poisoning and the availability
of antidotes within the Community.

Homeopathic Medicinal Products

3% A proposal for a Coundl directive widening the scope of
Directives 65/65/EEC and 75/319/EEC on the approximation of
the laws of member states on medicinal products and laying down
additional provisions on hemeopathic medicinal products was
presented to the Coundil in March 1990 and is being considered by
the member states. Homeopathic medicinal products were
excluded from earlier directives governing medicinal products in
the EC, The proposals define the term “homeopathic medicinal
products” by reference to offidal pharmacopoeias, and apply to
products within the definition provisions currently applying to
other medicinal products governing manufacture, control, import
and export.

Tobacco: tar yield of cigarettes

910 ©On 17 May the Health Council adopted a directive
prahibiting the marketing of cigareties with a tar vield of over
13mg by 31 December 1992 and those with a tar yield of over
12mg by 31 December 1997,

Action for the Elderly

3.11  Earlier this vear, the Commission put forward a draft
dedision on Community actions for elderly people which is
currently under discussion by Governments and by officials in the
member states. The document is wide ranging but concentrates in
particular on what it identifies as two critical components of
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national economies likely to be most affectad by the trend towards
larger elderly populations:

- the trend towards earlier retirement; and

- the growth of economic activity amang a longer-
lived, more active and better-cff retired population.

912  Actions proposed for the period 1991-93 fall into three
catégories: studies; events and information exchanges; and the
sethng up of a ‘European network on innovative experiences’ (eg
ways of using elderly people’s skills and experiences). The studies
would focus on such issues as housing needs, incomes,
technological aids, educational and cultural services and the
impact on tourism and consumer affairs.

9.13 The Commission also proposes to designate 1993 a “Year af
the Elderiy and of Sclidarity between the Generations’.

Race Relations

.14 On 29 May, the Labour and Soefal Affairs Council adopted
a mixed Resolution on Racism and Xenophobia. This followed up
the Declaration by the Community Institutions on this subject in
1986. The Resolution, which is not legally binding, proposes a
number of measures in the areas of legal action, information and
education which member states might take to counteract these
phenomena.

9.15  In Dublin on 26-28 June, the European Council agreed a
statement deploring all manifestations of anti-semitism, racism
and xenophobia.

Immigration

916  OUn 13 June, Ministers responsible for immigration matters
gathered in Dublin for the eighth of the twice-yearly meeti ngs
inaugurated during the United Kingdom's Presidency in 1986,
The Ministers reviewed developments in the field of immigration
and took stock of the work on free movement of people which is
under way in preparation for the Internal Market. Eleven of the
Ministers (Denmark being the exception) signed a Convention
setting out procedures and criteria for determining the member
state responsible for examining each application for asylum.
Ministers also reviewed developments In Central and Eastern
Europe (recalling that member states had jointly lifted their visa
requirements in respect of the German Demoeratic Republic
following the 7 May meeting of the General Affairs Coundl) and
tock note of progress on a draft Convention dealing with control
of entry of persans through the external frontiers of member
Slates.

Policing Co-operation

9.17  Also on 15 June the same group of Ministers approved, and
decided to make public, a detailed programme of action for the
Group’s future work in reinforcing police Co-operation among
member states. Ministers also agreed upon an accelerated
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timetable for the study already in progress of a proposal for a
Eurcpean Drugs Intelligence Unit, and upon the need for effective
intelligence links with other European countries including those in
Eastern Europe in the fight against drug trafficking. The meeting
adopted the conclusions reached by a working group of officals
on ways to co-ordinate the provision of technical assistance to
drug producer and transit countries, and endorsed a paper for
submission to the European Council on the links between drug
trafficking and other forms of organised crime.

EC] Case No C262/88: Barber -v- Guardian Royal

Exchange

9.18  Mr Barber was made redundant at age 52. Under his
employer’s severance scheme men and women made redundant
ten years before the scheme’s normal retirement ages (65 /60
respectively) - would be treated as taking early retirement, thus
qualifying for an immediate persion. As Mr Barber was only 52,
he received a deferred pension and redundancy compensation, A
woman of the same age would have received an immediate
pension. Mr Barber made a clalm on the grounds of sex
discrimination to an industrial tribunal and the Emplovment
Appeal Tribunal. Both dismissed his claim. On appeal the Court
of Appeal referred the case to the European Court of Justice to
give a preliminary ruling as 1o whether the benefits received in
connection with compulsory redundancy in the circumstances of
this case constituted “pay” within Article 119 EEC Treaty, and
accordingly whether they had to be equal for men and women.
The UK argued that benefits paid from a pension scheme fall
within Articles 117 and 118, not Article 119. The ECJ gave
judgment on 17th May 1950 ruling that (i) the benefits paid by an
employer to a worker in connection with redindancy fall within
Article 119; (ii} pensions paid under occupational pension
schemes, including contracted-out schemes, Fall within Article 119:
(iii} equal treatment must apply to each component part of
remuneration including components of pension; and (iv) Article
119 has direct effect and does not apply to state social security

benefits

Health and Safety

Article 118A of the Treaty {(added by the
Single European Act) provided a new legal
base for legislabion on workplace health
and safety. Article 16 of the Health and
Safety Framewerk Directive (the first
directive to be progressed under Article
118A and adopted in June 1989} provides
for “daughter” directives to be introduced
covering particular areas. Initially, the
Commission made proposals for five such
directives. The first three in the inital
package - work place, use of machines,
equipment and installations and use of
personal protective equipment - were
adopted in November 1989. The Labour

and Social Affairs Council adopted the
remaining two - manual handling of heavy
loads and work with display screens
equipment - in June, Inaddition, two
further directives under Article 118A -
binlogical agents and carcinogens - were
brought within the scope of the Framework
Directive (increasing the number of
“daughters” to seven), Biclogical agents
reached Common Position at the June
Council; Carcinogens was adopted during
the last few days of the Irish Presidency.
Further proposals hased on Article 118A
are now awaited from the Commission's
Social Action Programme.




10 Research and
Development (R&D)

Third Framework Programme, 1990-1994

101 On 23 April the Coundil adopted the third Framework
Programme, 19901994, which has a total budget of 5.7 billion ecu
(£4.1 billion). The programme will be implemented through the
following 15 spedific programmes:

Information technologies
Communicatons technologies
Telematics

Industrial and materials technologies
Measurement and test

Environment

Marine sciences and technologies
Biotechnolegy

Agricultural and agro-industrial research
Biomedical and health research

Sciences and technologies for developing countries
MNon-nuclear energies

Safety of nuclear fission

Fusion

Human capital and mobility
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10.2  The Commission’s proposals on 13 of the specific
programmes were transmittad to the Coundil at the end of May
(those on nuclear fusion and nuclear fistion safety are due to be
published later this year). These will be examined by the Research
Coundl in the course of 1990 and 1591.

1987-1991 Framework Programme

10.3  On 26 February the Research Council adopted an R&D
programme on the Competitiveness of Agriculture and
Management of Agricultural resources. The programme will
receive funding ef 55 million ecu (£39.7 million). Emphasis will be
placed on research work which helps to identify alternative outlets
for products and uses for land, conserves natural resources and
develops production systems in harmony with the environment.

104 Om 29 June the Research Courcl ad opted a research
programme on Human Genome Analysis. The programme will
receive funding of 15 million ecu (£10.8 million) over a two year
pericd; its main objectives are to develop and spread the basic
technologies concerning the study of the human penome, to
improve the resolution of the human genetic map and to organise
networks ona European and international scale of researchers
from all disciplines working in this field.

10.5 On 29 [une the Research Council reached common
positions on the EUROTRA Ii (European advanced machine
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translation) and EURET (European research on transport!
programmes. EUROTRA 11, with funding of 10 millicn ecu (£7.2
million) over a two year perind, has a wider technical content than
its predecessor and will include research on other forms of
language technologies besides machine translation, EURET, with
funding of 25 million ecu (£18 million) over three years, aims to
enhance the effecveness, econom v and safety of transport
SVSiEms.

Co-operation with EFTA countries

10.6  On 12 February the Council adopted co-operation
agreements with the EFTA countries (excluding Iceland) on the
SCIENCE (Stimulation of the international co-cperation and
exchange of European scientific researchers) programme.

107  On 26 February the Research Council adopted co-operation
agreements with the EFTA countries (excluding Iceland) in the
field of medical and health research.

Science and Technology Co-operation with

third countries and Eastern Europe

108  On 29 June the Research Council had a preliminary
discussion of the Commission's two communications setting out
possible guidelines for extending Science and Technology co-
operation with third countries in general and with the countries of
Central and Eastern Europe in particular.

COST (European Co-operation in the field of

Scientific and Technical Research)

10.2  Om 29 June the Research Council adopted a resslution on
COST and the countries of Central and Eastern Eurgpe. The
resolution encouraged the COST Senior Officials committee,
together with the Commission and the countries concerned, 1o
examine the modalities for the possible inclusion of Central and
Eastern European countries as full members of COST.
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Internal Energy Market

111 The 21 May Energy Council considered four proposals
connected with the completion of the Internal Energy Market.
Agreement was reached on the gas and electricity prices
transparency directive and a common position achieved on the
electricity transit directive. Whilst the United Kingdom supported
the gas transit directive a number of the member states maintained
their objections and its progress was blocked. The Commission
agreed not to pursue its amendment to the regulations on
notification of investments. Instead the Commission agreed to a
more thorough implementation of the existing regulation.

Thermie

112 The 21 May Energy Council adopted the Thermie
programme for demonstrating new, non-nuclear, energy
technologies and disseminating the results. The programme has a
budget of 700 million ecu (£505 million) for the five vears, 1990 to
1995.

Energy and the Environment

113 Also on 21 May the same group of Ministers considered the
Commission’s report on Energy and the Environment and

adopted conclusions on the contribution energy policies should
make to protecting the environment. It was noted that progress
towards the [nternal Energy Market should produce
environmental benefits.

Receipts from the Community

114 In the financial year 1990/91 the United Atomic Energy
Authority expects to receive £13.66 million in respect of the Joint
European Torus (JET) and the Authority's own fusion programme,
and about £4.26 million for its non-nuclear radicactive waste
management and safety research and development programmes.
British Coal received, in the period January to June 1990 £32 810
from the European Regional Development Fund (ERDF) and also
£300,000 from the Community and the European Coal and Sieel
Community together in research grants. It also received £2.1
millicn and the Department of Energy £8.6 million for readaption
aid. The ERDF paid grants totalling £646,399 to the electricity
supply industry in England and Wales. There were no receipts in
cormecton with the gas industry over this period
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12 Regional policy and
industrial affairs

European Investment Bank (EIB) loans

12.1 Loans signed in the United Kingdom from EIB own
resources lending totalled £7,111 million, all of which went to the
private sector. The most significant loans were £110 million to
Cable and Wireless Mercury, two loans of £50 and £50 million to
North West Water and two loans of £50 million to London
Docklands Railway Extension,

Structural Funds

122  The European Commission adopted the Community
support Frameworks (C5Fs) for Objective 5(b) (rural) regions on 6
June, The CSFs will govern the provision and use of funding
under the reformed Structural Funds. For the United Kingdom
this means £250 million support from the Structural Funds for the
Highlands and Islands of Scotland, rural Wales, the Assisted Areas
of Devon and Comwall, and parts of Dumfries and Galloway from
1989 to 1993, The grants, which are intended to help these regions
overcome the problems of peripherality and encourage economic
development, will be spent on a wide range of measures including
ferries, tourism and training.

123  The European Commissicn approved in March the ERDF
(perational Programmes for the Black Country (228 million),
Loventry & Warwick (£12 million) and Shropshire & Staffordshire
(£8 millien) and a Multifund Operational Programme for Clwyd
(£23 million); in each case from 1989 to 1991. They also approved
in February two European Social Fund Programmes for Northern
Ireland under Objectives 3 and 4, amounting to £21 and 599
million respectively, from 1990 to 1993, The first meeting of the
Northemn lreland Community Support Framework Menitoring
Committee took place on 16 May 1990, This was the first such
meehng of any Objective 1 region.

124  The Commission published in the Official Journal on 27
lanuary details of the RECHAR Initiative for Structural Funde
grant in coalmining areas and on 18 April published a list of areas
eligible. RECHAR Operational Programmes are to be submitted to
the Commission by 27 July.

125  On 28 March, Northern Ireland received £1.66 million and
on 24 June £6.25 million from the IFL.

12.6  Un 22 January the balance of the third and final tranche
(£2.9 million} of aid under Ragulation 1739/83, providing
assistance for urban renewal in the Belfast area, was received. This
means that a total of £51.8 million was received under e
regilation.
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Industrial Affairs

12.7 The 13 March Industry Council held a series of policy
debates on shipbuilding (possible 7th directive on state aids in the
sector), industrial (as opposed to trade) aspects of the automobile,
textile and footwear industries, the options for Community action
in the biotechnology industries, and the possibility of extending
patent cover for pharmaceuticals.

1LEB  The 28 May Industry Council meeting considered the
proposed 7th directive on shipbuilding, possible ways of
increasing the participation of small and medium-sized enterprises
in the Community’s R & D programmes and their access to public
purchasing cortracts. The Coundil also considered the
Commission's general objectives for the steel industry du ring
1990-1595. The Commission informed the Council that it had
started preliminary work examining options for the future of the
Treaty of Paris (which covers coal and steel products) which is due
to expire in 2002

Telecommunications

12.9 At ameetng on 28 June 1990, the Telecommurications
Coundil reached political agreement on a common position on a
proposal for a Council directive aimed at establishing full mutual
recognition of type approval for telecommunications terminal
equipment. At the same meeting, a framework Directive on Open
Network Provision (ONP) was adopted. The ONF Directive sets
out a legal framework for subsequent proposals concerning access
to and use of the telecommunications network infrastructure and
certain (mainly reserved) services by users and priva‘e service
operators. The Commission announced at the Council meeting
that it would issue a Commission directive under Article 90 of the
EC Treaty on competition in the markets for telecommunications
services. The Telecommunications Councll on 7 Decemnber 1959
had reached glebal political agreement on the policy content of
this measure and the proposal on ONF as a “package deal”, The
Commission directive, which abolishes special or exclusive rights
in respect of all telecommunications services over the fixed
telecommunications network with the exception of voice
telephony and telex {and subject to transitional arrangements in
respect of datal, was issued by the Commission on 13 jul ¥ 1980,
The measure also requires member states 1o ensure that
telecommunications regulatory functions are carried out by a body
independent of the telecommunications operator(s).

ECJ Case C301/87 : Commission v France

12.10 Franece applied unsuecessfully for annulment of a
Commission Decision which ruled that finandial assistance given
by France to the textile producer Compagnie Boussac Saint Frerps
constituted unlawful State Aid. The United Kingdom intervened
in support of the Commission, The Court’s [udgment of 14th
February 1990 considered in some detail the powers of the
Commission in cases whers a member state is in breach of the
notification requirements in Article 93(3) of the Treatv. The




Commission had argued that since the aids had been granted
without prior notification they were illegal per se regardless of
whether, on further enquiry, they might be shown to be
compatible with the Common Market. The Court held that in such
a case the Commission could take interim measures requiring a
member state to suspend the provision of ald and to provide the
recessary information, Where a member state complied with
interim measures the Commission must go on o examine the
compatibility of the aid under Article 92(3). Where, after interim
measures had been taken, the member state failed to provide the
Commission with the necessary information the Commission car
make an examination on the basis of the material and its disposal
and has the power to demand repayment. If the member state
fails to suspend the provision of ald the Commission can bring the
matter directly before the Court.
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of EC legislation

Enquiry by the Select Committee on Procedure
13.1 The report by the House of Cornmons Select Committee on
Procedure on the scrutiny of Eurcpean legislation was published
on 30 November 1989, The report was the first major enguiry
since 1978 into the way in which the House deals with European
legislation. The Government published its response to the report
on 21 May (Cm 1081). In its response the Government welcomed
the report by the Select Committes noting that it was timely to re-
examineg Parliament’s scrutiny arrangements in the light of the
changes to the European legislative process brought about by the
Single European Act. 1t was also desirable to ensure effective
national Parliamentary scrutiny procedures to deal with the
volume and significance of European legislation now emerging,
for example, in relation to the Single Market programme.

132 In its response the Government accepted many of the
recommendations made by the Select Committee on Procedure.
The main plank of the government’s response concernad Lhe
establishment of three new European Standing Committees each
of which will spedalise in particular subject areas. The
Committees will have the power to question Ministers for uptol
hour about the relevant EC propasals before debating the
documents. This move will give MPs a greater role by allo wing
them.to probe Government policy in greater depth and will ease
the pressure on Parliamentary business taken on the floor. Other
important changes to the scrutiny process include an amendment
of the terms of reference of the Select Committee on European
Legislation; a revision of the 30 October 1980 Resoluton of the
House; and agreement to make the six-monthly debates on
developments in the EC more forward lecking. They will be held
shortly before the European Councils to allow consideration of
subjects expected to be discussed at the European Council. The
White Paper on EC developments during each Presidency would
remain a relevant document.

13.3 A debate was held on 28 June in which the report by the
Select Committee on Procedure, the Government's response to
that repart, and a special report of 27 June issued by the Select
Committee on European Legislation were considered. In the light
of that debate the Government drew up detailed proposals for
change. The detailed amendments to Standing Orders which are
required to implement a number of the proposed changes were to
be tabled in July and a further debate would be held after the
summer recess on the detailed changes. It is intended that
changes to the scrutiny procedures agreed by the House will be
introduced at the start of the 1950-%1 Parliamentary Session.
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Annex to section 13

Deposit of Community documents in Parliament

1. A total of 372 Community documemis were deposited in Pariicment, In
addition, 113 unmumbered explanatory memoranda weve submitted by
departrments where a depositelle document was not availabie or had nat been
FeceTEed,

House of Commons

2. The House of Commens Select Commeittee on European Lagislation
reportad on 486 occasions. They reported that 184 documents raised questions
of legal and/er political importance and recommendsd 64 af these for further
consideration by the House 302 documents twere considerad ta be of no legal or
political imporiance, 13 debates covering a total of 22 documents were held an
the Floor of the House, and 15 debates covering a total of 28 decumenis were
heid in Standing Commities. The Commities alsa withdren recommendations
for debate on T documents (see Appendix FJ.

House of Lords

3. The House of Lovds Select Cormmuities o Fhe European Communities
comsiderad 07 dociments and recommendad 131 for further consideration m
Sub-Committes. & reports an 7 documents were presented to the House for
debate; 7 reports covering 8 documents were presentad to the House for
infarrmation mneluding @ report on recent corrpspondence Uik Ministers; and 5
reparts covering 10 documenis were debated (see Appendix G,




Appendix A:
Major Proposals Agreed

Part 1: Single Market Measures

PHYSICAL BARRIERS
Various customs controls on goods

1. Transit advice note (see paragragh 2.14)

2 Adjustment of the rules on Community transit
|5ee paragraph 2.14).

3. Eniry into free circulation

On 14 May the Internal Markel Council adopted a comman positian on a
directve prescribing two simplfied procedures which mamber states
wouid have 1o offer imparters for the release of goods for free circulation.
These are firstly, clearanca at a designaied inland place, and sacondly a
simplified import declaration procedurs. The proposal alsc lays cown the
condifions imparters would have to mest in order to be authorised o use
thesa procecures,

4. Parsons liable for a cusioms debit

On 20 Jure the Internal Marke! Council adepled a ragulation (No 1716/
90) determining the person liable for payment of 2 customs debt whare
goads have been consumed or used in & free zone or free warehouse, in
circumsiances oiher ihan those parmitiad by the free zonatres
warehouses regulation (2504,/88),

5. Cusloms nomencialure

On 20 June the Internal marke! Council adopied a reguiation (Mo 1715/
80) on the information provided by the cusioms authorities of the member
stalas concerning the classification of goods in the customs
nemenclature, From 1 January 1897, informatian "elating 1o the
classification of goods will be binding on the customs authorities in the
member slate which provided i1 Al a later date, $till 1o be decided. it wili
be binding on &ll member states

Veterinary and phytosanitary controls

B. Compound feadingstutfs (see annex to Secticn 4, paragraph < 8),
7. Swina fever

On 1213 February the Agriculture Council adopled a decision (S0/63/
EEC) recognising cartain regions of Beigium and Italy as being either
officially ewine fever free or swine fever free for rade purposes

8 Pure bred breeding pigs

On 55 Mareh the Agriculture Councll adepted a directive (50/11R/EEL)
remaving all restrictions on the approval of pure bred oreeding pigs for
ore@ding and on the use of their semen, ova and embryos

8. Hybrid breading pigs

Un 5/8 March the Agriculture Council Bdopted a directive (80/119/2EC)
rermoving ali restrictions on the approval for breading of all hybrid
breeding pigs and on the use of their semen, ova or embryos,
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10. Bovine seman

On 56 March e Agrculture Council adopled a Directive (30/120VEEC)
amanding Directive 88407/EEC to fake accoun! of a number of practical
difficulties denlified by member siates since BRIMOT/EEC was adopted.
Il also inchudes the provision ef a revised model health certificate giving
#ffacl 1o the options in Directve BE/407/EEC in telaton to semen from
IBR/IPY positive bulls and semen from bulls vaccinated against foot and
mouth diseasse.

1. Medicated leeding siuffs
(see annex 1o Section 4, paragraph 19).

12. Plant health

On 26/27 March the Agricuttiure Council adopted a Diractive (500188
EEC) making various amendments ic ine Plant Health Directive [77/93/
EEC) including the provision of a revised safeguard clause enabling
member siales 1o take emergency aclion to protect themsalves against
the risk of infection from serious plant health pesis and disegses
slsawhara in the Community.

13, Bavina somatairepin
isae annex 1o Section 4, paragraph 20)

14. African swine fever in Sardinia

On 25/27 Agril the Agriculiure Councd adopled a decision {30/217/EEC
reguinng Raly 1o prepara a reinforced pragramme, financed in part by the
Cammunity, for the eradication of Alrican swine fever disease in Sardinia
within a paricd of five years. The disease persisis in Sardinia where it
first eccurrad in 1878, and whers thera have been about 20 sutsreaks
@ach year for the past three years.

15. Brucaifosis in sheep and goats

n 21/22 May the Agriculiure Council adopted a decigion
(80/242/EEC) providing financial assistance towards the éradication of
bruceiiosls (Brucalla melitensis) In sheep and goats. Those member
states affected by the disease are required 10 submit erad cation plans.

15, Porcne seman

On 25/27 June the Agriculture Council adopied a direcive (S0VA25/EEC)
harmoniging an‘mal health rules for intra-Community trade in. and
impeorts frem third countries of fresh and deep frozen semen of demestic
animals of ihe pereine speces.

o Earzootic bovine laucosis
(see paragraph 4.2)

Vaterinary checks in intra-Community trade
(see paragraph 4.11}.

19.  Feot and mouth cisease (see paragraph 4.10),

20, Expendiiure in the veterinary held

2n 2528 June the Agricufture Council adepled a decision [90424/EE o)
estabishing a Community vetennary fund te prowde, inter alia, firancia
asssiance o member siales in eradicating of eontrolling serigpus
diseases,
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21. Horses: zoolechnical rules

On 25268 June the Agriculture Council adooted a diraciive

(80:427/EEC) harmenising zootechnical and genealcgical condifions
gevarning infra-Commanity trade in horses and other equidae, thair
samen, ova and embryos. 1 is essantialy an enabling provision
instructing the Commission with the agvice of the Standing comm tee or
Zoolechnics lo prescribe general rules for stiudbook entries, for
moniloring the genstic polential of registeresd breeding equidae and for
1he usa of their semen, ova and embryos. I envisages commen
procadures hor the naming of equidas, common specifications for 2 horse
passpart and rules 1o ensure that Community standards also apply 1o
imparts from third counines.

23, Horsas: compatition

On 25/26 June the Agriculture Cauncil adootes & directive
{90/22B/EEC) sliminating disparities betwesn member stales as regards
the rules of all types of equesirian competitions. Exceptions are to be
allownd for competitions reserved for improving the breed: for regional
trials 1o select horses; and for historical or traditional events. It also
allows a carlain propartion of prize money o be paid to breaders of
“home produced” horses for 1he purpose of encsuraging the
mprovemant of breeds and instituies arrangements for appeals to &
naulral aroitrator in the event of horses being barred from compatition

23 Horses: third country imports

Un 25/26 June the Agricuitura Councll adopled a diractive

(90/428/EEC) harmonising animal health rules for intra-Community trade
in, and imports from 1hird countres of horses and other equidae

24, Live Poultry and haiching eggs

On 25/28 June the Agriculture Council reached political agraemant in
principle on a directive establishing harmonised animal health ruies for
infra-Community trade in, ang imparis fram third countries of live pauiry,
inciiding gama, and fheir hatching eggs.

25, Poulfrymeal
[see annax o Section 4, paragrash 15),

26 Qrgani¢ farming

Un 2526 June the Agriculiure Council reached political agreement in
prircipia on a drective establisning a hammonised framework for the
labelling, production and inspecton of agreultural procucts and
foodstults bearing or intended to bear, indications referring ta aeganic
production methods.

TECHNICAL BARRIERS
New approach to technical harmonisation
and standards

27. Active medical implantables
(see paragraph 2.10).

28, Mon-eutomatic weighing instruments

|see paragranh 2.4)
On 20 Junae the Intersal market Councl adopled a direciive
{90354/EEC) establiighing "essental requirements” and cerdficatian
procedures for non-automalic weighing instruments (lor sxampe snhap
ECalas Bnd we.oh-bridges) paricularly those used for commercial
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lransactions; legal eontracts relating io a weighing result or measured
guaniity, determination of teils, tarifis, {axes, bonuses eic; law
enfarcemant; and haalth manitering in medical praciice,

28, Eas appilances

(se@ paragraph 2.4)
©n 29 June the Council adopled a directive (S0/336/EEC) establishing
the “essantial requiremants” and cerificatior procedures for gas
appliances, It applies to all appliances, olhar than those epecifically
designed for indusirial processes, used for cooking, heating, hot water
production, refrigaratien, lighling or washing, 1hat burr gasecus fusls and
have, where appropriale, a waler tamperature not excesed ng * 05
degreas calsius.

30. Simpla pressure vessels

On 20 June 13580 the Internal Marke! Council adopied a commen pasition
on & directive amending the Simple Pressure Vessal Dirsctva (B7:404) 1o
provida & transitianal period during which it will be pessible to continue 1o
market vessels manufaciused in conformity with existing nationa
regulalions.

31, Testing and certificalian (see paragraph 2.11)
Sectoral measures

a2, Mutrizion labelling rules

On 22 February 1he Internal Market Council adopled & commaon position
on a directive safiing out nuirtion labelling rules for foodsiuts. The
proposal lays down the formal to be used for nutrition labelling, Including
nuinenis and properties which must ba inciuded; the crder in which thay
should appear; and provides a list of nutrients which may also te
ceclared by producers, I alsc lays down definitions of unis to be used
lor each nutrient or property and sources from which informatian may ba
ebtaned, The giving of nutrition Infermation would be volurtary but wher
a claim was made full nutrition labefing would be compulsory

33, Vatarinary medicingl préducis; residues
[see annax o Sechon 4, paragraph 35).

34, Veterinary medicinel predusis: amendment
{(se@ annax to Bection 4, paragrapn 22).

a5, Immunclogical veterinary medicinal producis

On 25/26 June the Agriculture Councll adepied a common positier on a
directive extending Ihe scopa of Directive B1/851 1o cover immunclogical
madicinzl procucts (vacsmes),

3B Elacirically oparaied lifts

On 20 Juna 1ha Intarnal marke! Council adeotad 2 common pasition on a
directivé axtending the scope of the Direclve B4/520 to include
mydraubcally and electrobydraulizally driven lifis.

37, Equipmant far use in axplosve aimoasoherss

2n 20 Juna tha Intarnal markal Courncil adepted & common pecition or a8
directive extending the scope of Directive 78/198, which ceals with
ceriificaton of alectrical equinmert o1 use In expiosive gimeospheres, 1o
COoVEr BoUIpment incorporating new meaans of protection for whick
Eurcosan Slandards heve baen drawn uo since 1860
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38, Cigaretias « tar yisid
(see paragraph 9.10)

33, Indusirial statistica’ classification

On 20 June the Internal Market Council adopted a comman position en a
regulation establishing a common statistical classification of economic
aclivities in ihe Eurcpean Community in orcer 1o guarantee eomparabelity
betwaan natlonal and Community classifcations and theralora batwaan
national and Community slatistics. Il impeses no obiligation an member
etates to collect, publish or supply data.

40, Consumear credit

On 22 February the Council adepted a directive (S0/BSEEC) introd uGing
2 commen mathematical farmula for calculating the annual percentage
rate of charge [APR) for consumar credit for use throughout the
Community.

41, Package fravel

On 13 Juna the Consumer Afairs Council adopted a directive
(B0AT4EEC) laying down camman rules or package fravel including
package holidays and package tours, and establishing a minimum leve!
of protectian in this field. 11 will apply to domestic as well as overseas
lraval arrangemants,

42, Dangerous consumer pragucts

On 28 June the Council adopiad a decision (S0AS2EES) exte nding
guration of the Community system for tha rapid exchanga cf intormation
betwean the various member states administratians and the Commission
on dangers ansing from the use of consumer products.

Public procurement

43, Public procuremant - utilities
(e@e paragraph 2.2

Free movement for labour and the professions

44 - 46. Right of residence
isee paragraph 2.7)

47. Exchange of young workers

On 29 May the Sccial Affairs Council adopied a decision (30268 EEC)
extending the Third Joint Pregramme fo encourage the gxcharge of
young werkers for one year (ta 31 Dacember 1951) so tha! its finis~ date
anc final repar will ceincide with thal of 15a firs phase of Youth For
Eurape, wih a view 1o a possible merger of the two programmes afier
1981,

LB Vocabional fraining programme (FORCE!
{s#e paragraph 9.4).

Financial services

44, Third gireclive on motor fiability insurance
[zee paragraph 2.4)

Sorvices In e fakd of motor lizbdt
\$4a paragraph 2.5)
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5. Services in 1he fiald of lifs insurance

{508 paragrapi 2.5},
52, Insurance: concened practicas
On 20 June e Intermal Market Council reached agresmart in princigle
on a regulation which will enable the Commission ta grant “block
gxemplions” for canaln arangemants between members of 1he
insurance sector from the general prohibition in Arlicle 85{1) of tha EC
Traaty.

23,  Listing parficulars

On 23 April the Council adopted a directive (80/211/EEC) gxtending the
conditions under which & publc offer prospectus prepared 1o the
standard of listing parficulars ang approved in 1re issuers home stale
shall qualify for muiual recognition in the host member state as listing
pariculars. It also extends mutual recogrition to caver cases wheére
admission is requasted in only one member stale, whelher or not that
member staté is involved in the public offar.

Transport

5z, =il aviation - air fares

Or 18/18 June the Transport Council agreed a regulation an fares for
scheduled air services, This regulation conlains a commitment to he
introduction of the double dsapproval system for fares aparowal oy 1
January 1993, In the inferim, it Intreduces an eemen: of doubie
deaporoval for sefling fares, together with a simplified zonal sysiem.

55 Civil aviation - passenger capacity and market access

On 18/18 June the Transpar Council agreed = requiation on access for
air carmers [0 scheduled infer-Community air service rou'es and on the
sharing of passenger capacty between air carners on schedued air
sérvices balwaen member slales. Tne regulalion contains a commitment
o 1hé abofition of bilateral capacity sharing by 1 January 1993, and ta
ntrecuce undarm licensing erifaria by 1 July 1882, In the meantime the
regulation furthar sases access to the market by progressively increasing
the maximum eapacity share io airines of 2 membar state by up to 7.5
percentage poinls per annum, lowering in stages the threshaolds for
muiticle designation 1o 100.000 passengers per annum by 1992, and by
easing resiriclions on the cperation of kER freadom senvices within the
Community. The pacsage aiso removes BImost all the derogations fram
avialion liberaisstion legisiation which were pravicusly snjoyed by same
Communily airpors.

56, Civil aviation - concered practices

On 18719 June the Transpont Council agreed a regulation amanding
Regulation (EEC) No 3876/87 on the appiication of the rules an
competition lo ceriain calegories of agreaments and concerled Aractices
i the air transpen seclor. This regulation profongs until the end of 1892,
in & slightly modified form, the existing Reguiation enabling the
Commission to grant block exemptions to the competitien rules in 1ha
Feld of air transport.

57, Road haulage - Cemmunity quota
{s¢e paragraph 5.3)

Read haulage - vehic'es hired without drivers
(see paragranh 5.4,

Tranepend rfrastruciure EROQERMITS
I$8e paragrash 5.5].
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New technelogies and services

&0, Public radio paging

On 7 May the Council adcpted a directive on the frequency bands 1o be
reserved for an advanced pan-European lang based radio-paging service
(called EAMES] in the Community. The Counci aise reached politica
agreemeant an a recommendation far i1s eoordinaled introdustion by 31
Lecamber 1992, This will be formally adopted at the same time as the
associated directive.

&1, Open netwaork provisian
{see paragragh 12.9),

B2. Telecommunications lerminal equipmen:
(see paragraph 128},

Energy

B3. Energy - elecingity fransii

Qn 29 June 1he Council adopted @ common position on a direetive which
5815 out the procedures o be ioliowad in cases whare one high-vollage
grid wishes 1o send eleciricily 1o ancther across one or more intermadiary
grigs.

G4, Energy - price fransparency

Chn 23 June the Coundil adopted a directive (S03TT/EEC) that will

reguire the suppliers of gas and electricity 10 indusinal customers o

previde the Commission with infarmation on prices and 1he number of
vetomers In different consumplien categaries

Company law

B5. Company &w - SMEs
{588 paragraph 2,13}

B&. Company law - partnerships
isee pEragraph 2.12).

Taxation

B7. Taxalion - arbitratisn procedura
(sea paragraph 3,19).

BB. Taxation - parent comparies and subsidiaries
{see paragragh 3.18).

Taxabion - mergers
{see paragraph 3.19)
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Part 2: Other Major Proposals Agreed

Economic, Monetary and Budgetary Agreed

Council Regulation 810/90 - revised the 1577 Financial Regulation which
lays cown the rules for astablishing and implamanting the Community
Budget. This Regulation was adoplad on 13 March,

Council Decsion 30/62 - grants a Community guaranies ta the European
Investmen! Bank againsi losses under loans for prajects in Hungary and
Poland. The Bank is authorised to lend up 1o 1 billien ecu (€721 millien)
1o projects in Hungary and Poland, This Decision was adopted on 12
February,

Ceuncil Dacision 30/83 - provides medium-lerm financial assistance for
Hungary. The Community granted a loan of 870 million ecu (£55¢
million; [converted al 1990 budget rale) aver a maximum of five years in
arder fo avercomae (he difficulties of structural adjusiment of iis ecanomy.
This Decision was adopted on 22 February,

Council Decisan 9C/141 - en the attainment of progressive convergence
of economic polises and performance durng Stage 1 of economic and
monetary union and Counzil Decision B0V'142 which amends Couneil
Decsion B4300EEC on co-cperation between the centra’ banks of the
membar states of the EEC. Thogé two decisions are intended 1o
promats acanomic convergendce in tha Community through the
muitilaiaral survailancs of member siales” monetary and economic
policies during stage one of Economic and Monetasy Union. Thie
Decision was acopled on 12 March,

Agriculture and Food

Council Regulation 20120, amending Aegulation 2727/75 on the
commen enganisation of the market in cereals: altering the arangements
tor satting the rate of addibonal careals co-responshiiity levy. This
Regulation was adepied in January having been agread in substance in
1889,

Council Regulation 71580 - opening an impart quoia for beef fram AGP
counines and prescribing beth the volumes which may ba imported, the
reliat trom customs duties and praviding for the redistribution of any
Counify's unused quota 2mongst the femaining ACP bereficiaries.

Louncil Regulation BEE/S] - on impraving the processing and marketing
condilions for agriculiural products. To be achisved through the
provision of gran! aid for capital invesimant prajects

Council Regulation BET/90 - on improving the processing and markeling
concitions for farestry preducis. To be achisved threugh the oravision of
grant aid for capital invesimeant projects

Council Regulation 1771/80 - concarning madifeations to the sugar for
ihe chemical industry schame: remaval of 'ermination date for sehame
and estabiishment of productizn refund leve by refarencs 1o world price
of sugar alone,

Councll Regulations contained in Commission Document ComiBg8&D
fuing tre agriculiural prices for the 185081 marketing year
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Coundi Directive 901188/EEC - amaending certain provisions of Council
Directive 77/33. Providing protective measures against the intraduction
ino e member stales of crganisms harmiul 1o plants or alant products,
in preparation for the completion of the Single Europaan marke!,

Councl Direclive 80/426 - or trade in aquidas. Eslabiished harmonised
animal health rules for intra-Community trade in, and Imparis from third
eeunires or, horses and other eguidas,

Council Directive 30/425 - concerning velerinary checks |n intra-
Communify trade In live animals. Provides for the evenwual anglition of
valennary checks af fronfiers on cerain [ive animais and for the
substitution instead of & system of intensified checks at points of origin
and destination. By way of transitian provides for documentary checks a:
paints of entry until end of 1982 at least.

Council Directive 90/423 - amending Directive B5/511 as regarcs contal
measuras for foot and mouth disease (FMD). Reguires the cessation of
vacoinalion as a conirol measure against FMD on January 1, 1892, in
hine with eurrent UK practize.

Counci! Diractive 80/422 - amending Dirsctive 64/432 a& regards
anzoclc bovine leucosis (EBL). Establishes criteria for the recognitian of
membar statas, or pars Merec!, as being fres fram EEL

Council Decision 9084 - adopting a research programme on
Lompetiiveness of Agricullure and Managemant of Agricullural
Resources (CAMAR) The research in this programme is requirsd 1o
mee! very specfic cojectives, Aesearch actions will contributes soiutions
1o the commen agricultural policy and 10 the rural society

Councif Decision 90¢:424 - on expenditure In the veterinary fald
Establishes a Community veterinary fund to provice. amongs? oiher
thinge, financial assistance 1o member slates in eradicating or contraling
serious diseases,

Council Decision 90218 - ¢concerning the adminisiration of bovine
sematoirapin {BST), This prohibids the use of BST in authcrisad fialc
trials until 31 Decamber 1950 and obliges the Commission to craw up a
regaort befors then,

Councll Regulation 1874/80 - amending for the secend time, Regulation
4047/82 fiving, for cartain figh stocks ard groups of fish siocks, the to-al
allowabie caiches for 1980 and cerlain conditions under which they may
ba fished. Provides for increasss in the total allswable catches for so'e

stocks in the Skagerrak and Kantega! and in the Irish Sea,

Council Hegulation 1210/80 - establishing a Eurcpean Erviranment
Agency. On ZZ March the Environmaent Council reached agreement ¢n a
reguiation estabkshing a European Enviranment Agency responsicie for
Ihe colilaction, co-ordination and analysis of environmantal information. A
decision on whare 1he Agency is fo be sited has still to be mads,

Coung! Directive 80313 - on freedom of gccess 1o envircnmental
information. On B June the Enviranment Council adopted a dirsclive
reguiring memoer slales 1o provide the puslic wih access o
envircnmental mfgrmaton haid By all public authoritigs with
envircnmental responsibelities, Provision nas been made ‘or ceran
caiegongs of information whose confidentiality may be profecied
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Counci’ Directive 8C/218 - an ine contained use of genetcally modiies
micro-crganisms. On 22 Maren the Ervirenment Counc agreed a
drective which [&ys down common maeasures for the contained use of
genalcally modified micro-organisma wilh & view e pratecting human
healih and the envirenment. This has since bean adepled.

Council Directive 507220 « on the deliberate relsase of ganatically
modfed crganisms. On 22 March ihe Environment Council agreed a
directive which appraximates the Laws, regulations and administrative
provisions required by member stales 1o confral the deliberate releasa of
genstically modified erganisms into the envirenment and the marketing of
products containing such organisms. This has since been adopied.

Council Direclive - amending framework Directive 75/442°EEC on wasie.
Cn 7 June the Environment Council agreed a directive amending the
1875 framawork directive (TS/M42'EEC) on wasla. The new directive
calls on member states lo encourage clean lechnalogies, waste
minimisation and racovery methods. It alsc strengthens existing
requirements concerning the licensing of waste disposal Installations and
tha praduction of wasle maragement plans,

Council Directive - on batheries and assumulaiors containing cartain
dangerous substances, On 7 June tha Environment Council agreed a
directive which enccurages tha recycling or confrolied dispesal of spent
batleries containing mescury, cadmium and lead. The directivie will 3lzs
require batleries, &nd In some cases tha appliances inio which thay are
Quilt, 1o be labelled to iIndicate recyclabdity and heavy metal conlent, and
Iz faciiitate thelr separate collection, Cartain bataries eamaining mors
han a specifed amount of mercury will be banred frem sale from 1
January 1953

Coundl Directive 90415 . amending Direciive BE/280/EEC an the
gischarge of dangercus subslances fo waler in respac: of four naw
substances. Ln 7 June the Ervironment Council agreed a directive
amending drective BE/2B0/EEC on the discharge of dangerous
substances 1o water. The amendmen: se!s limit values ang gueahty
abjectivas for significant discharges of Trichiorobenzens, 1.2-
Dichlareethane, Trichioreethylene and Perchlorcethyiena. Small
discharges of these substances will be confrolled through naticnal
programmes. These measuras will apply from 1 January 1993

Councll Resalution on Waste Palley selling out & siratecy and principies
for the Community's fulure palicy on wasle management. This incluces

commitmants 12 waste minimisation and recycling, together with the aim
of salf suficency of member states in waste disposal. This was agreed

atthe 7 May Environment Council

Transport

Council Decision authorising the Commission o apen negoliations
between the European Economic Community and EFTA cauntrias an
scheduled air passenger services. This Decisicn authorises the
Commission 1o bagin negotiations with the EFTA countries to axiend ta
them the EC Eberal aviation markel. Priarity will be given 1o apening of
negotialions wilh Norway and Sweden, This decision was agraed at tha
18-19 Transpornt Council,

Councd Resclution on the prevertion of accidenls causing marine
poliutian. This Resciution calls on member siales 1o ensuse stric
asplcation ¢f the relevart Inlernational convention on Safaly and masine
polivtan, to give other member states asssiance when aociden's
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causng manne pollution eccur, and calls on the Commission 1o improva
its "Task Force™, the instrumant of Community action in (his area and to
continue iis research on a system of salely al sea. This was agreed at

the 18:-18 Transport Council.

Resslutien en improving passenger lerry safety, The Councll 1ogether
with he representalives of the governmenis of member s:gles mesl fig
within the Counc:l agreed a resciution on impreving passenger farry
safety. This calls upon member siates and the Commission fo press for
the urgent identification, elabaoration, adoption and impementation of
measures which will improve the salety of passenger ferrias. This was
agread al the 18-19 Transport Council,

Social AfHairs

Council Resoiution, adopted at the Labour and Social Afairs Councll an
29 May 1580, on the protection of the dignity of woman and men at work.
This Reselulien concerns sexual harassment of both men and women at
work.

Health and Safety

Council Direclive 30/288/EEC - eancerns the minimum health and safaty
requirements for handling heavy loads whare thare is a rick of back injury
tor workars at wark, This Direchve was adopied a1 the Lasour and Social
Atfairs Council on 29 May

Council Directive 30/1170/EEC lays down minimum health and sa‘aty
requirements for workers using dispiay screen squipmant. This Directive
Wwas adopled at the Labour and Social Affairs Councll on 28 May,

Counci. Directive 80/1307/EEC Is intended 1o protect workers against
risks arising or likely to arise from exposure o biciogical agants at work
A common position was reached a! the Labcur and Social Affairs Councl|
on 28 May.

Louncil Directve 30/394/EEC is infended fo protec! workers agains! rigks
Efi!‘-ir.g =14 |ikB|'r' 1o arnsa Iram axposure o cargin:gqna al work {ie cancar
causing agenis). This Directive was adopted at the Research Cauncil on
28 June.

Education

Council Decision - establishing a Trans-European Mabdity Seheme for
LUniversity Studies (TEMPUS) (S07233EEC). A Programme 1o co-
arcinate 1he prowvishon &f assistance 1o Cantral and Easterr Euresa in the
field of exchange ard mability, particutary for higher education siudants
&nd leachers, to improve training n Cantral and Eastarn Eurcpean
counines and o encourage their co-oparalion with parimaers in the EC,
Higher education institulions will be abie 10 partcipate in programmes
similar 1o ERASMUS, COMETT and LINGUA. This Decision was
acdopted af the

7-8 May Foreign Affairs Counci.

Energy

Coundil Regulation 2008/90 - estabiishing a programme concermed with
e promoticn of enargy lechnalogy on Evrcpe (THERMIE). Thes
Reguiation was adopled af the 21 May Energy Coundi
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Ald

Council Reguiation 6334/%0 - on food aid management, siorage and co-
imancing. This Raguiation axtands indefinitaly three exisling ragulations
and orings Food Aid Commitee procedures in line with those of the
Gommittes fypes sef oul in the Council Declsion (EF/ATIEEGC) af 13 July
1887 (the Comilclogy Decision). This Regulation was adoated on 23
June.

Industry

Council Directive 90387 - on an Open Matwork Provision in the sphere of
telecommunications. The Directive sets out a legal framewark for
subsequent preposals concaming access 1o and use of the
telecammunications natwork infrastructure and cartain [mainly resarved)
sanices by usars and privale service operators. This Direclive was
asopied af the 28 June Telecommunicalions Council.




Appendix B:
Major Treaties and Agreements signed
by the Community

EC/Argentina

Agreament batween the European Economic Community and 1he
Argantine Republic on Trade and Ecoromic Co-aparation. Thie
established a framework for trade in all but ECSC goods,
including a Most Favoured Nation Agreemert in accordance

with GATT, promating expansion of frade in agricutture and
miroducing measures to faclilzte economic co-coaration in

all fisids.

Signed by the Community on 2 Apell

EBRD

Aricles of the European Bank for Reconstruction and Develop-
manl. R will play a major rele I infernational efiors 1o build
political democracy and assis! economic refarms in

Eastern Europa.

Signed by the Community in Paris an 29 May.

EC/Andorra

EC/Andorra Customs Union Agreemant. The Cusioms Union
prowvidas for the adimination fram 1921 of all 1ariffs and
cuantitative rastrictions between Andorra and the Cammunity
and ing agdephon by Anderra af the impanrt regulations of the
Community in respec! of products fram thirg countries.

Signed by the Community on 28 Juna.

EC/East Europe

Tha Community signed Trade and Economic Co-cperation
Agreemenis with the Garman Democralic Repubiic, the People's
Republic of Bulgar:a. and the Czech and Slovak Federal
Fepublic and mitialled a simi'ar agreement wilh Romania They
provide & fremewaork for the liberaiisation of trading relations
betwean the Community and Easiern Eurcpean counires
(including the progressive ramaval of quoias); faciliate
co-gparation in @ wide range of areas, including, agriculiute
emvronment, traning, iIndusiry, science and technclogy, tourism
elc; and seak the impravement of conditions for Westerr
businessmen in Easiern Europe
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Meetings of Community Ministers and Ministers of
Third countries or Regional Groups

16817 February Ministerial Confarance of the Eurapean Community
and 1ne Association of South-East Azian Nations',
Kuching, Malaysia

17 March Minisierial Mesting of the European Community and
the Gulf Co-operation Councik,
hMuscal. Oman,

27-29 Mareh  Mhinisterial Council Mesting of the European
Community and African,
Caribbean and Pacfc Siaes?, Suva, Fiji

210 April Ministeria! Conference of the European Community
and tha Central American Slates®
Cublin,

10 April Ministerial Mesling of the Eurcpean Community
and the Latin American “Rio Group™
ubiin:

3 May Meating of European Community Foreign Miristers
and US Secratary of Sizte Baker,
Brugse's

"ASEAN Brune. Indonesa. Malsviia, The Ohionos. Bngasers, Tratand
TGED! Batvme, Muwal Oeman, Care, Suos Arasen, Uries drab Erriranes
*The 66 oeveocing courories [P A0 inked 1o Te £C Snae ME Lome Sonvsrsen

*(Gosta Fica, El Sarvador, Gualemaia, Honduras, Wissragua. Panama, Ceiemba, esas ang
WErareea

P Agening, Bradd, Colombla, Mesiss. Pery. Urugoay, Wenenea
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European Political Co-operation Statements

18 January
1B January

1B January
1B Januany
23 January
31 January
5 February
5 February
B Fabraary
13 Fabruary
12 February
20 Fabruary
2l Fabruary
20 February
20 February
20 February
20 February
23 Fabruary
27 Fabruary
14 March
15 Marzh
22 Marzh

4 Aniri

5 Agri

12 Apil

2C April

28 April

18 May
22 May
2 Junm
& June
18 June
28 June

Guatemala [on political assassinalions)
Cuolombig

{on the assassinalion of & Presidenbal candidate)
Cambodia

China

Hcen of Africa

Decugied Terriorios

Lebancn

South Africa

Egypt (on the atlack on an lsrasli touris? bus)
South Afnica

Angola

Coccuped Territories

Mamibia

Haorm af Africa

Souih Alrica

Cambodia

CECE

Liberia

Micaragua

Ethiopia

Irag {on the sxeculicn of Farzad Barof)
Mamioia

Lithuara

Angola

India and Fekistan

Sanegal and Mauritania

Colombig

ien the assassinalicn of a Prasidential candidaie’
Burma

Ocoispied Tarritaras

Ccoupied Territores

Burma

Romania

Haiti




Appendix E
List of European Court of Justice Cases Involving the
United Kingdom

This list includes all cases awailing judgement 2nad thase in which
judgameant was racaived during tha petied. An asterish denotes (hose
cases in which the United Kingdom applied to mtervane or submitied
Obsarvations/Pleacings during the parind.

i} Actions initiated by the United Kingdom under
Article 173 of the EEC Treaty.

Case C51/89: United Kingdom -v- Council
ICOMETT |l programmal),

Direct actions against the United Kingdom
under Article 169 of the EEC Treaty.

"Case C146/B3: Commiseion v United Kingdom [Shifling of
baselings - fisheries arrangements for the coastal waters of
The Uniled Kingdamy],

Case C20289; Commission -v- United Kingdam
(Equal ‘reaiment for men and women regarding empioyment
pramection and warking condidions),

*Case C248/89: Commission -v- United Kingdom
{(hationality provisions of Merchani Shipping Act 1888).

"Case C279/20; Commissicn -v- United Kirggam
[Fizhing licerce conditans),

Case C337/80: Commission -v- United Kingdom
Quality of drinking water),

“Case CIQra0: Cammissicn -v- Uniled Kingdom
{The Grant of Compulsory L cences where a patant 15 nal warked
In 1he Lirited Kingdom to the fullest extant).

Casa C5&80: Commission -v- Unitad Kingdam
(The Cuality of bathing water in Blackposl and adjacent to
Formby and Southpart)

Cases referred to the European Court
under Article 177 of the EEC Treaty from
United Kingdom courts or tribunals.

Case C118/88: Suffolx Coastal Districc Coungll -v- Nolcutts
Garden Centres Lid, (Compatibility of Section 47 of Shops A
1850 with Artcle 30 EEC Treaty). Removed from the Register

Case C126/88; The Bools Compary PLC «v- The Commissin~ars

of Customs & Excise (Consiceration of 5ih VAT Directive
PUTposes - special sales promoton), Jedgment given 27.3 .80,
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Case C174/88: R -v- Dairy Produge Quoia Tribunal ex parts Hall
and Sors (Dairy Farmers) Lid. (Calculation of reference qu artity
of milk 12 be assignad 1o & producer). Judgment giver 6.6.80.

Casa C185/88; Sﬁrbmur,r & Atcham Eﬂruugh Cauncil v BEG
PLC (Compatibiity of Section 47 of the Shops Act 1850 with
Articla 30 EEC Treaty).

Casa C232/88; Derry City Coung -v- Hampden Homecare PLC
(Compalibility of Seclion & of the Shaps Act (Northarn Ireland)
1846 with Article 30 EEC Treaty).

Case C262/88: Barber -v- Guardian Royal Exchange
{Applications of Article 118 EEC Treaty and Equal Pay and Equal
Treatment Directives to redunéancy and pension paymants 13
men and women at differant ages). Judgment given 17.5.80.

Case C291/88: Torfaen Borough Council -v- Texas Homecars
Lid. (Compatibility of Shops Act 1950 with Arlicle 30 EEC
Treaty), Removed from the Register 12.5.90.

Case C301/88: A -v- IBAP Ex Parle Fish Producers Organisaton
and Grimsby Fish Producers Organisabon (Compensation far
fish withdrawn failing to comply with marketfing standards),

Case CIDEEE: Fochdale BC -v- Anders
{Compatibdity of Shops Asl 1850 with Aricle 30 EEC Trealyl,

Case C331/88: A -v- MAFF & Secrafary of Siate for Health
Ex parte FEDESA & Others, (Chailange 1o UK legislation
impiementing Harmones Directivel

Case CI33/EE: Peter Jonn Kner Tither -v- Commissioners of the
Inland Revenue (Excusion from MIRAS of those specally
Bxempt or immwne from tax on saiares).

Judgment given 22.3.90

Case CIT0/B8: Procurator Fiscal, Stranraer «-v- Andrew Marchall
(Whether Articles 7 and 40(3) EEC prohibit carriage of certain
Iype of net by fishing vessal

Yalidity of Article 19 of Regulation 171/83)

Case CI72/88: Mik Marketng Board -v- Cricke? St Thomas
Estata. {Interpretation of Aricle 25 of Regulation B04/68 as
amended by Regulation 1221/78 - whether exclusive purchas rig
right of MMB sxtends to pasteurssed milk )

Judgman! given 27.3.90,

Casa C23/89: Quwellynn Lid -v- Sguthend BC

{Compatibility of sex establishmen! licence requiremenis under
Local Governman! (Misc, Provisions) Acl 1982 with Arlicle 30
EELC Treaty).

Case C71/82: A -v- IBAP Ex Parte BEQZD & Ohers and
Lasa C72/89: R -v- IBAP Ex Parte Carg:
(v alidity of Regu'ation 1587/88 subsidy for rape seed)

Case C18R/BS: A Fosier & Others -v- Britah Gas PLC
(Status of the corporation: sex discrirination in becupational
raliremant Brov.si0n Bl
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Case C213/89: R -v- Secreiary of Siate for Transoort Ex Parte
Faciofame Limited & Others. {Fefarence from House of Lords
on availability of interim reliaf pending ECJ judgment.)
Judgment given 18.8.30.

Casas C221/83: R -v- Secretary of State for Transport Ex Parte
Factoname Limited & Otnere. (Referenca from Divisional Court
an compatbilty of provisions of Marchant Shipoing Act 1028
with tha Commaon Fishares Palicy).

Case C233/89: Cray Pracision Engineers Lid -v- David Wiliam
Clarka (Sex giscriminaticm)

Casa C252/8%: R -v- Immigration Appes! Tribunal Ex parle
Antonissen. (Whether a Member Stale may require a national of
another Member Stale lo laave ifs territory if atier B8 marths from
admission he has faied lo enter empioyment: Stalus of Council d
#claraiion on Minutes of a mesting adopting & directive).

Case C250/80: Sheptonhurst Lid -v- Newham London Barough
ouncil (Licencing of Sex Shops and breach of Article 30)

Case CIEE/ES: DHSS [isle of Man) «v- Barr and Montrose
Hoidinge Lid, (Uindarfaking empioymant in 1he Isle of Man
withcut being an Isie of Man worker and without a work permit
- Artizie 4 of Protocal Ma.3 10 the Act of Accession].

“Case C35&/89: Roger Stanton Newlon -v- Chisf Ad udicatien
Officer (Whather mebility allawanca falls within Articla 4(1!(b) of
Council Regulation 1408/71; application of Arficle 10 of the
Regulatics

"‘Case C31/80; Elsle Rita Johnaon -v. The Chief Adjudication
Oftficar (Whethar Diractive 787 apaolies 1o parsans who laft
empiayment for the purposes of child care and wha wara
pravenied from returning to emgloyment due 1o linass),

Case CIBBC0: R -v- Thomas Edward Lamas (The validity of
Commission Regulation 1633/84 - Clawback and Sheesomeat)

"Case CB4/80; R -v- MAFF Ex Parie John James Dent and Mary
Astrid Dent (Aniicle 3A(2) of Councl Regulation B57/84

sdopting general rules for 1he applization of the levy refarrad to
in B04/G8 (Articla 5C) on organisation of the market in mik ang
milk progucts),

Case C131/20: R -v- 1, Robernt Les'e Fletcher, 2. Jeramy
NicholasPrichard, 3. North Riding Lamb Lid. (Validity ol Aricls
£{1) and (2} of Regulation 1633/84 - rules for applying the
variable slaughter premium of sheep).

Case C191/90: Generics [UK) Lid & Anather -v- Smith Kline &
Franch Laberatories Lid. {Articles 30 and 35 EEC Treaty.
Compatibility terme of beencs: Right to impon patent products
from outside EEC provisions of Patests Act 1977.)
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Cases referred to the European Court under
Article 177 of the EEC Treaty from other
Member States' courts or tribunals in

which Observations have been

submitted by the United Kingdom.

Case C143/88: Zuckeriabrik Suderdithmarschen AG -v-
Hauptzollamt izehos {Special elimination levy on sugar
producers).

Case C177/88: EJP Dekxer -v- Stichiung Vormingscenirum vor
Jung Welwassanen [Equal Treatmeni Cirective, emplover's
refusal to empley a waman found suitable for the pesi on the
ground that she is pregnant),

Case C179/88: Handels-0G Konlorfunktisrasrernes Earbond |
Uanmark on behal! of BV Heriz -v- Dansk Arbejesgiverforening
on benat of Aldi Marked K/S (Equal Traalment Drective,
protecton from dismissal io cover protracted absgnce dus 1o an
liness following complicated pregrancy).

Casp C235/88; Louis Kassel -v- Buncesansiall fur Arbeit (Article
3(1) of Regulation 140871 and the inferaction between
international social security convertians wiln third countries and
EC regulations). Removed fram the Register.

Cases C2E7/ER 1o 2B5/88: Gustave Wuidar and (Hhars -v-
Societe Co-operalve Lailerie Co-operative Eupenoise and Others
{Valdity and Interpretation of Communiy regulations

governing the milk addiional levy schemea)

Jucgment given 21.2.59

Case C325/88: Anklage - Myndigheder {the Public Prosecutar) -
v- Hansan & Son IS in the person of Hardy Hansen
{Intarpratation of Regu'ation 543/88 (road ransport) - sirict
enminal liability of amployer),

Case CI0/ES: BA CNL-Sueal NV v- HAG GF AG ICompatibility
of German trade mark 'aw wiih Aricles 30 and 38 g
ihe EEC Treaty).

Case CT3/80: Alain Fournier and Others -v- Vaiter Var Gerven
and Others. (FAegisiraton of vehicles - {ka meaning of “normaly
based” for the pupose of motor insurance).

Case CH2/8%: Zuckertabrix Scest -v. Hauptroliami Paderborn.
{Valaity of Regulatien 1914/87 introducing special elimination
levy in the sugar secior for 1988/87 markeling year)

Cases C100-101/89: M Pater Kasler & M Andrea Procace] -v.
Eta! Francals (Scope of Cauncil Decision BE/283 an the
association of overseas territories with the EEC and eMact of
Arlicles 132 and 135 of EEC Treaty).

Casa C112/85; Trhe Upjon Co & NV Unjen Puurs -v- Farzos Ine.
of Wilmington, Delawars (LS} and Helmond (Nelbarands] and

Cirer (Whether a product adminisiered 1o human beings with a
view 10 rastcring, comecting or mad2ying physiclogica

lunctions may be regarded as & mecicinal preduct)
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Case C187/89: Eammon Daminic Cunningham -v- Milk
Markating Board for Nertharn ireland {Arlicle 25(1%a) of Courcil
Regulation 804/68 on the Common organisation of the marke! in
mik and milk products).

Casa C184/85: Helga Nimz -v- Freie und Hansestact Hamburg
Sanatsamt fur den Verwaliungsdienst [Articie 119 of EEC &
Council Cirective 75/117 - approximation of laws ralal ng 1o the
application of the principle of equal pay).

Caee C1B5/89: Stasisgecretaris van Fnancien -v- Velker
Intarnational Oil Ce Ltd NV, Rotlerdam {Ariicle 15(4) of &th
Diractive on the harmonisation of laws relating 1o Turnover lax).
Judgemant given 26 6.50.

Casa C1BE/'89: W M Van Tiem -v- Staatsacrataris van Financlen
[Articias 4(2) & 5(3)(6) of the Eih Directive o tha harmonisation
of tha law relating to Turnover fax).

Case C191/82; Cargill BY, Amsterdam & Othars -y-
Produktschap woor Margaring Ve'ten an Olien, the Hagus

(The validity of Commission Regulalion (EEC) No 1587/88 o!
7.6.88 suspendirg the acvance fizing subsidy for Calza rape and
sunflower seeds).

Case CZ38/€9: Firma Pall Corp -v- Firma # J Danlhavsen & Co
(Whethar with the ‘R’ symbol added 1o the preduct nama whan
ihare = no frade mark protecton s confrary 1o Adicle 33 EEC
Treafy.)

Case C287%39: Rigsadvoxaten (Slate Prosecutor) -v- Nicalai
Christan Ryborg (Articles 7{1) a~d 10 of GCouncil Directive £3/
182 on tax exemplions within 1he Community for cerlain means
of transpo-t femporarily imported inko one Memoer State fram
anothar).

Case C357/B0: Madame WV J M Raulin v~ Minisier Yan onderwijs
on Wetenscharper (Meaning of a worker: Residence Permils:
Allgwances for siudy),

“Case CIE1/BS: Mnistate Public -v- Patrice D Pinto (Directve
B3/5TT o protect the consumer in respect of contracis negoliabed
away from business pramises . application 1o fraders canvassec
al home in conneclion with the sae of their business!,

"Casa C3IE7/83: Monsleur le Ministre des Finances du Grand
Duche de Luxembourg and Ancther -v- Monsiaur Aime Richard:
Societs en nom Collectif: Les Accessaires Scienlifigues (Council
Reguiation 22277 on Community Transit: Recognitian of T
Document).

"Case CE/80: Francovich Ancraa -v- Nalian Republic [Diractive
80387 on the appeoximation of the laws of Member Siales
relaling 1o the protection of employees in the event of insalvency
of emplayers).

"Case C7/80. Openoaar Ministere -v- 1. P.J F Vancevenne, 2. M
G M Wilms, 3. J J M Mascatien, 4. N V Wilms Transoort
(Regulation 3820/85 or the hasmenisation of cera n social
legislation relating 1o road transport falurs 1o observe res: and
driving periods)




Appendix E

“Case CB/90: Arbeidsauditeur Bi| de Arbeidsrachibank te
Turnhout -v- 1. W P L Kennes, & Wilrijk, 2. PVBA Verkooyen, te
hoogsiratan (Aricle 18(2) of Reguiation 3820/85)

"Case CH/80: Danila Bonifaci & 33 Afln -v- Repoubblica Italiana
{Directive 80/887 fhe approximation of law ralating 1o the
protaction of employess in the event of the insoivency of thalr
amployar).

*Casa C47/80: SA Etablissements Delhaiza Freres st
Compagnieie Lion -v- SA Promalvin la Societe de Drait Espagnal
AGE Bodegas Unidas SA (Whether Spanish Royal Decree
concerning eale of wina amounts fo a restriction on expart -
Articla 34 EEC).

*Case CT8/20: Patentanwall Dipl - Ing - Manfad SAGER -v-

Firma Dannameyer & Co Lid (Whether under Aricle 52 EEC
Treaty an English Company acting as a patent agen! can be
reguired io oblain a permit under German law).

"Case C86/90: Thomas Anthony O'Bnen -v- Irefard, The
Atiorney General and MAFF (Aricle 3C of Ragulation B57/B4 -
dppfication of the levy in Article 5C of Reguiation BD4/68 in mik
and milk products sector)

"Case (37/80: DIPL-KFM Hausgaearg Lennarz -v- Finanzamt
Munchan [l (Application of Article 20{2) of tha Sixth
VAT Directive).

Actions in which the United Kingdom

intervened under Article 37 of the Protocol
on the Statute of the Court of Justice.

Case CZ41/87: Maclaine Watsan & Co Lid -v- Commizsion &
Coundil (Claim for compensation for lesses suffered in callapse
of International Tin Council)

Removec from the Regisiares 10580,

Case C301/87: Franca -v- Commission (Aid to tha Frensk Taxtils
ingusiry). Juggmen! given 14.2.90

Case C82/B3: Greecs -v- Council {Radicactivity lavels in foad-
slufls post Chemobyl). Juggment given 29.3.80

Case C150/88; Commission -v- Ireland (Exemption fram
iumover tax and excde duly on imports in international travel).
Judgment given 12.6.50

Case C180/88: Wirtschaksvereingung Eisan und Stanindustrie -
w- Commission {Action under ECSC Treaty ‘o declare vald
Commasion decision relating 1o aid to BSC).

Casa C220/88: Cargill BV & Cthers -v- Commissian
{Advance fixing for subsidy for coiza, rape and sunfiower seed)
Juggmant given 27.3.50,

Caesa C3E2/88: Commiszsion -v- Naly. |Retusal of authorsation
ter Aer Lingus 1o eperate Dublin-Milan service.)
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Case CB/BS: Spain -v- Courdl (Validity of Regulation 3483.B8
amanding 2241/87 establishing control measures for fishing
aclivities). Judgmant given 27.3.80.

Casa C19/E3: AMT (Tin Recoveries) Lid & Others -y-
Commission & Council (Tin brokers claim for damages
posl ITG collapss)

Case CS7/E9: Commission -v- Garmany (imempretation of 1ne
Wild Birds Directiva).

Case CEBES: Commission -v- Netheriards {Council directive on
the abolition of restrictions on movement and residence wilhin
the Community for workers of Member States and their families).

Casae C75/89 (now T-68/89): Halana Velro Spa -v- Commission
{lhalian fiat glass - Articles 85 and B8 EEC Treaty).

Cass C83/'88: Commigeion -v- |refand (Compatibility of Insh
fishing Boanca conditione with EEC Traaty).

Casa CO7/EQ (now T-77/89) Fabbrica Pisana Spa -v-
Commission {ltzlian fiat g'ass . Articles 85 and 86 EEC Treaty),

Casa CB8/ES (now T-TAES): PPG Vemante Pennitalia Spa -v.
Commission (lalian flal glass - Articles 85 and B& EEC Treaty).

Case CZ33/89: Commission -v- Maly (The grant of compulsany
licences whare a patent iz nal warked in ltaly to the fullest
axlenl).

Case C258/83. Commission -v- Spain (Tha registration of fish
caughs outside Community 200 mile zone)

Case C288/88° Qibraltar -w- Council (Annul Arficle 2(2) Direciive
BOr4E3),

*Case C55/00: Cato -v- Commission {Paymant of grants an
gecommissioning of fishing vessels - claim for damages under
Article 215 of the EEC Treaty),

Cases referred to the European Court under
the Judgments Convention.

Case C115/88: M Mario Reicher: & Others -v- Societe Dresdner
Bank.

Casze C220/88: Dumez Batimen! SA & OlFers -v- Hessische
Landeshank & Othars.

Case C190/29: Mare Rich Cao AS -v- Sacisls Haliasa
Impliznti PA

Casa C214/28: Powall Duffryn PLC v Rechisanwalt Dr
Waoligeng Peterait Ms Konkursverwaller unes das Yermogen de
IEh Helding Kg

"Case C351/89: Overseas Lnon Insuranca Lid and Othars -y-
New Hampshire lnsurgncs Co Lid.




App-em:l ix F
House of Commons Debates on
European Community Documents

a. Floor of the House

Data

25 January
6 February
8 Fabruary

27 Fabruary

20 March
26 April

3 May

10 May
21 May
11 Juna
12 Juna
T4 Juna

27 Jun@

Subject

Veseals carrying dangerous goods
CAP prica fixing

Rights of razidancs

1888 Court of Augitars rapartfight
agairst fraud

1883-3C Annual Economic Report
Single Community moter market

European Training Fourdation.
TEMPUS

General product safety

Social Chaner Action Programme
Commission Pragramme for 1990
Community railway policy

Safety of malar vehiclas

Voling nghis for Community nationals
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b. Standing Committee

Date Subject
11 January Animals; Protection during trarsport
16 January Civil aviation

14 February  Veterinary rules: Pathagens in
feadingsiufis

21 February  South Keraz, Poland/Hungary GSP
28 Fabonuany Heallh Rules: produc:s of animal origin

22 March Anrual accounts of insurance
underakings

B May Reavision of financial perspeciives
15 May Planis and plani product
22 May Meior wehicle emissions

5 Juna Marksling of animals and
anial producis

T Jung Animal haalk

18 June Lxrganic focd produeton

20 Juma Vetarinary chacks

23 June Valerirary medicinal praducis

21 June Marcgting slandarce: pou'tnpmest
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Reports from the House of Lords Select Committee
on the European Communities

d.

Reports presented for debate

Subject

Tropical forasts

Ajr trathic cantrels

Europear: schools ano
language kearning in
Unied Kingdom schoois

Relations betweer the
Community and EFTA

Cwil avialon; a ree
market by 1952

Community framewosk
for B & D

Reporl Mo end date
of publication

11ih Repor 1883/20
20 March

12th Report 198%/30
20 March

131h Report 19859530
24 April

14th Repor! 1988/590
22 May

16th Report 1585%/30

&= 0
< JUunBe

17th Repor 1988/50
258 June

Reports presented for information

1

Hill livestock compensatory

allowancas

¥oting rights In local
glections

Free movement of pecole
and nght of residence

Comespondence with
Einisters

Appliances buming gas

Farm prices propesals
1880-21

Product safaty

Sth Report 19B85/30
23 January

Bih Hepart 1983/80
6 February

vih Report 1889730
B February

8th Report 198330
& February

Sih Regort 198580
& March

10th Report 1885/30
B hlarch

151h Reoort 1585930
22 May
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Debates held

Subject of publieation Report Mo and date

Irradiafion of locdstuffs 4th Report 188990
[debated on & February) 12 Dwcembar 1988

A Community Social Charer 3rd Report 1585/30
{debalad on 19 Fabruary) & Dacamibar 1088

18952: Harder eonfrol of 22nd Report 198889
pecple [debaled on 5 April] 7 Movember 18848

1882 Health contras and dih Report 1588789
the Intermal Markat g May 1983
(debated on 5 Agrdk

Relatiors betaaen the T&th Repart 1988/80
Community and EFTA 22 May 1830




Appendix H
United Kingdom Trade with the
European Community

Mote: Al the figures in the fellowing texd and the accompanying table
&re on a balance of paymenrts basis

Importance of Trade with the Cammunity

Cver half the United Kingcom's 1otal imamational {rade {exporis plus
imports) is now with the other member states. In the first half of 1950 the
proportion was 52 per canl, compared with about 33 per cent prior 1o
United Kingeom membership. In recent years the Federa Republic of
Germany has become our mos! imporiant market and sevens of our 1oo
lan markets are mambars of the Community.

Trade Performance in the Community

In tha firg! hal! of 1880 United Kingdom trade with other mamber states
amounied 1o £59.8 billon compared with £53.2 billion in the first half of
19E3. Exports grew by 18 per cert and imports by B par cant

By Commodity

In January to June 1980 expors of od accounted lor aboul § percent of
aur iotal expars 1o other member slates, compared wilh B par cenl =1 the
sama period a year earker and 3C per cent in recant years. This declining
share can to eome extent be explained by falling cil cutput 2nd weaker of
phcas in recen! years. The surpius on fuels rase from 1.0 Bllion s 1.7
Billine

The deficit on manulatured gocda decreased by £1.4 billion to £5.8
Ballion, and the expartimport ratio was at the highest lavel since 15987,
Tha deficils cn food, beverages and lobacca rose o 2.1 billdan, while that
on basic maternals was litthe changed.




United Kingdom Trade with the European Community

£ billion, balance of payments basis

.'.__ \"..
Total trade i Food, beverages < Basic materials L

Jati'-,:l‘__“‘ and tobacco “"h'.& . F:l:.‘q.\
ﬂ’*‘%\ d:?% 2. J%..._
L4 & it \
b
A % O R T N Va
|
& 15 0.1 ! 1.5 23 oz 02 <10 aT
28 1 , 02 - 14 X oz 1 ] w0
= | 7 ] <15 ar [ i i +1.7
432 BE ] a3 A1y 5 03 03 1.0
50 ) =14 2 {4 04 1,1

ke

h,

6.6 ; =1.5 ; o4 04 -1.2
¥ -1.5 0E L4 -0
e ey 01

-1.4 .7 Lt

1.5 03]

&

£
L )

1.0
0z
as

'.:lll = l.tJ l‘t

e 5 e B9 o
.
LTI M- T

=1 e g Wi e
La tn = En o

n
-
-
o i
-
4.2
-
.

-




United Kingdom Trade with the European Community

£ billion, balance of pavments basis
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CONFIDENTIAL

Ref:AD90/2203

PRIME MINISTER

—

Cabinet: Community Affajrs

1. The Minister of State, FCO may mention the Foreign Affairs

Council on 17 September. Main points were:

- A Mr
Council.

Agreement on a series of measures in response to the

agl violatio o ges j it: and
postponement of a decision on BEC _agsistance to front
line states until 30 September.
)

Agreement on interim measures for handling the trade

and competition implications of CGerman upnification.
pending approval of the full package by the Council.

Agreement that the Commission could begin exploratory
talks on association agreements with Poland., Hungary
and Czechoslovakia.

Lilley may mention the 17 September Internal Market

It wae a low key meeting, but:
gix single market measures were agreed, including a
Directive to liberalise purchasing by utilitias

companies.

Commizssion and Presidency said they would shelve the
Fifth <company Law Directive for the present and

CONFIDENTIAL




CONFIDENRTIAL

concentrate on the Eurgpean Company Statute, Mr ERedwood

reiterated the UK's opposition to including worker

participation in either instrument.

—_— = = = —y

3. Mr Lilley may also mention the Informal Meeting of EC Trade
Ministers on 18 BSeptember. It was agreed that the Gulf crisis
made a successful GATT Round outcome even more important. The
Commission also reported on their uncompleted negeotiations for
continued r&sE;aints on exports of Japanesge cars to certain
member states after 1952. Mr Lilley received assurances that the

restrictions would not extend to Japanese cars produced within
the EC, h r 2

—

=— —a

=

4. Mr Gummer may report on the Agriculture Coupncil on 24-25

September. Main points ware:

Discussion of EC offer on agriculture on the GATT Round
postponad till 8 October, because proposal not agreed
within Commission and therefore not tabled. Eigns of
hardening attitude from some member states (especially
Germany) against cut of as much as 30% in farm support
(from 1986 base), which Agriculture Commissioner had
already floated publiecly.

UK exports of meat and live animals to Frange, the

French Minister affirmed his Government's commitment to

maintaining law and order, said that legal action was
being taken against those concerned, and confirmed

that compensation would be paid. He and others called

for EC action to support livestock markets generally.

Inconclusive discussion of German unification: some

pressure for increased CAP expenditure ceiling to
accommodate spending in E. Germany.

CONFIDENTIAL
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L5 The Chancellor minuted yvou about the informal ECOFIN
Council on B September, mainly devoted to economic and monetary
unien.

6. Forthcoming meetings include:
Informal Meeting of Tourism Ministers, 28/29 September.

Informal Meeting of Agriculture Ministers, 29 September
= 2 0Octobar.

Informal Meeting of Forelgn Ministers, &6-7 October.

Foreign Affairs Council, (GATT Round) 10 October.

Ees.

ROBIN BUTLER

CONFIDENTIAL
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PRIME MINISTER

Hegotiations in the European Community

5 12 I thought it would be useful to set out in the
enclosed minute the range of issues before the EC between

now and the end of the year. The Gulf crisis has
cbacured these Eurnpnan 1ssues but not postponed their

discussion or altarad their importance.

B

2 The special European Council on Eligﬁ Dotober will
mark an important point in the final preparations for the
IGCs. You will have seen Guilio Andreotti’s proposed
_Eﬁgﬁda. We shall need to talk through our tactics for

i

handling the Council nearer the time.

3. One point I have not included in my minute iz the
ERM. The timing of our entry will and should be decided
.;;inly on econonle grounds. ﬁ;E_I‘havﬂ no doubt that L E
we were to join before the EMU IGC starts, our position

in the negotiation would be strengthened, and conversely.

Meanwhile, we and the Treasury are continuing our
vigorous campaign in other member states to promote

John Major‘s hard ecu proposals.

VTS
éﬂu“ﬁ

(DOUGLAS HURD)

Drafted by the Foreign Secretary
and signed in his absenca

Foreign and Commonwealth Office
26 September 1990
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LORD PRESIDENT
FCS/90/171

Britain and the European Community: The Sutlook

L. In the months ahead we face a number cf major
Community negotiations, with much at stake. We must work
hard to ensure that the Community evolves towards a
Iree-market Community, open to the rest of the world,
rather than an inward-lcoking, over-centralissd
Community. This note looks brzefly at the main issues
ahead.

Economic and Monetary Union [ EMIT}

2. We are somewhat better placed than onca seamed likely
in the run-up to the Inter-hmvErnmanLal Conference (ISC)
on EMU due to start on 13 December. John Major’s hard
Scu propesal has been well-received at technical level.
The recent Spanish incorperaticn of it into their own
ideas for Stage II is especially welcome. At the same
time there are growing doubts among some _member states
about the wisdom of mnv:ng quickly to a single currency

without a qrEatEr dEgrc& of economic convergence than we
now have. There are real doubts too about the prospect

of a two-speed Eurcpe, notably but nat exclusivaly from

those who would Be in the second tier. We must seek to
raeainforce these Sncouraging trends in the months ahead,
and to prevent M. Delors, the French and the Italians

S Eren
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from making up the ground they have recently lost, as
they may seek to do at the special European Council on
27 October. But avan on an optimistic scenario thera 1is
a difficult task ahead. Although some have doubts about
the speed of progress towards EMU and a single currency,
alevan member states still seem *Eady o agree to a

rEviEiﬂn af tha EEE Treaty which will set EMU, defined in
tgrms qf a 5*ngle currancy, as a Final qmal The
Ttalians or the Egﬁﬁlﬁszan na? come forward gquite soon
with Treaty language to this effect. OCur main aim sheuld
be to d?ﬁl%ﬂt cur partners from these goals. They and
the succeetiing Luxembourg Presidency may aim to complete
the IGC by as early as spring 1991. We must seek a
Eﬂiutinn which ensures that all twelve member states move

forward together without prejudicing our own pasition.

Political Union (institutional reform)

3. A difficult negotiation is in prospect too for the
IGC on Political Union (i.e. inaéitutiunal reférmj. The
hiqh—fluﬁg-ggﬂtafzé of the spring has to =zcme extent
receded. Most of the issues under consideration in the
preparatory meetings now under way in Brussels are more
down to earth changes based on the existing Treaty
structure, aimed primarily at improving the working
procedures of the Community. We are putting forward
modest ideas of our own in the fields of financial

accountability, compliance and Eurcpean political

co-operation. But there remains a political
datarmination in some capitals = including Paris, Bonn

and Rome - to make an eye=-catching and gualitative leap

JEforward
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EK;H%Q%;ff!

forward in the Community’s institutisnal structure,
ey

particularly in the area of se;urlty and f&fe1gn palicy,
We shall need to keep a closa aye an others’ hnnnklnc.
The negotiations will not ba easy. We shall be under
T /Fressure to agree extensions of Ehe powers of Lhe

=

2 ?Eurupean Farliament (some uagtxjukl Co= decla4a1 with the

— -
e Euuucil], 1nc£g%sed quallfied majority mu*inq e.g., for
B e T S
sncial or fiscal dECl”lﬂnE. and perhaps Extgnainqgepih
"ﬁmPatenqg_ﬁ Such ideas cause difficulty for rus. There
wil be pressure for the IcC to proceed qui:kly in 1391,
S0 that the outcome can be ratified and enter into force
on 1 January 1993, along with the IGC on EMU. Tha
unanimity requirement for ITreaty change may previde us

With more of a lever in this IGC than in the EMU IGC

~JL3‘%

The Single Market

4. The Community has made good progress in this key
Area. The Italian and Luxembours Presidencies span the
key peried for agreeing the remainder of the Single
Market legislative package. We must keep pushing for

agreement in the cutstanding areas - tragsport, public
Procurement, tlnancla[_qervlces. We shall want to build
on nﬁ; achievements &vé} the past couple of years in
changing the direction of the debate on indirect tax.
Difficult issues remain, but the Commission’s latest
Proposals on the post-1992 excisa system loock sound.

may want further liberalising measures agreed (for
axample on insurance) which go beyond the White Paper.
Implementation and enforcemant become increasingly
important as 1993 approaches. There is at last a

/recognition
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recognition of the need for this in cther member states
and in the Commission, but we must keep up the pressura.
We must make sure there i= a really goocd story to tell in
December 1992 when the end of the British Presidency
coincides with the date for

cnmplepiqg. e

5. Taechnical work on external frontiers and other
aspects of inter-governmental cooperation 13 under way at
official level. But the issue will come under the
palitléﬁl spotlight again before long. Italy and perhaps
Spain and Portugal may join the ScEgngan Agraement guite
soon. The pressure is bound to grow for a Community
commitment to abolish all internal frontier controls.

There are disturbing signs that the Irish may now movae

with the majority on this, thereby weakening our
negotiating position.

i

Social Issues

6. S50 far the Commission have brought forward scme of
the more difficult elements in the social action

programme - those which impose unnecessary regulaticns on
employment practice, for example part-time work and
working time. It is clear that the Commission intend to
use gualified majority voting to the maximum extent they
cansider-;E;ﬁiﬁIE‘ We should be able to accept some of
the Commission’s proposals (e.g. on health and safety)
and can expect limited support on the detail of some
others from other member states. Some of this is likely
to come to a head this autumn and we should not

under-estimate our @ifficultie5-

— i

—

JGerman Unification
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German Unification

7« For the next few weeks wa have a heavy negotiating
task in agreeing the detailed derocgations which will
apply to the former GDR in the transition period Eetween
unification on 3 October and the time when the territory
can meet EC standards and other Community obligations.
The final package will be adopted at the beginning of
December. Meanwhile we have agreed a procedure for

limiting GDR derogations during the interregnum betwesn

uﬁificatqu_Egg_gggptgéﬁ_pf_ghe Council of the transition
ﬁE;;;raﬁ. The Commission Propesals are broadly sensible,
k;épi;a the derogatiens to the minimum. We do not
anticipate major problems. Handling the Westminster
SCrutiny angle could, however, be very tricky, given the
tight time-scale. The implications for the Ec budget
look manageable.

EC Budget and Agriculture

8. The 1988 reforms have been holding up quite well,
with stabilisers biting in successive years. But
although the 1991 draft budget is within the guidelines,

we shall have to raise the financial Perspactives to

cover unfocreseen expenditure on German unification and

s

ﬁerhaﬁﬁ thé Galf. Furthermore, with agricultural markets
mnvina_éaéglsaly, interventicon stocks are beginning to
mount again and the margin ﬂgiﬂu[ibﬂ guidelines is
athﬁEiﬁq: an immediate aim is ta identify off-setting
saﬁingé. In the longer term, aftefF completion of the

/GATT
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GhTT Uruguay Raund one of our aims in the negotiations
mhlch may start towards the end of next year on the

futura of thE ¢umrun1ty - flnancEE must be to tighten
agrlculture spending further.

Uruquay Round

9., Some difficult issues r-..ain to be resolved before
the final Ministerial meetfﬁquﬁ Brussels on

i DELember, notably EC/US differences on the reducticn

of Euppnrt for agrlculture agreement on which is crucial
to a successful outcome of the Round. It is important
that the UK should remain at the liberal end of the EC
spectrum, using our influence to érnduae a positive EC
offer on agriculture and to build bridges between the
Community and the agricultural exporters (US and Cairns
Group). Brinkmanship is inevitable in these
negotiations, and szgdit the.risk af failurs. A
successful ocutcome is needed to zafequard and enhance the
international trading system. We must do all Wwe can to

prﬂﬂnte agreement, both in the Community and in bilateral

E—
cuﬂtacts with third :auntrles Thereafter we must press

for 1np1Ementat1Dn of the agreament and further progress
to build on its outcome, e.g. services.

EC/EFTA

10. This is an important negotiation for the UK,

although the cutcome now seems iikely to slip into spring

1991. The scope of the proposed agreement on a
JEuropean
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Eurcpean Economic Area is likely to =ause fewer
difficulties than its institutiuqal aspects. We are
encouraging the Enmmisaiﬁn R0 recognise the importance
the EFTA countries attach to the latter and to negotiate
each in parallel. We will need to continue to play a
constructive role, keeping the Commission up to the mark
and ensuring that the EPTA countries have an effective
rale in the shaping of decisions affecting the whole
European E:unaﬁﬁi’ﬁiéa, S0 that they in turn accept as
mich as pogsible of the existing Community legislatian.
A successful outcome is desiraple in its ewn right,
whether or not it represents a transitional step towards
enlargement, but the institutional agpects af the
negotiations will he difficult,

The Soviet Union and Eastern Europe

11. We await the cutcome of parallel Commission and IMF
studies of the Soviet economy. The former is expected
just before the 27 october European Council, and we must
centinue to work r;r 4 realistic approach closely linked
L2 the IMF cofclusiens expected by the end of the year,
He must avoid un{EEE;EtiF Eroposals foar large-scale
financial assiééance. Heasures to promote econemic and

trade liberalisatian can make an important contribution.

The Eummunif%'s trade and economic canﬁéfgfiun agreement
with the Soviet Union offers a way of providing
much-needed expertise to help the Russians mobllise their
oWwn resources, as could the Lubbers initiative gn energy
cooperation which HMG supports. There may be scope for
practical Community help in food distribution. Progress

o TR A,
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on Eastern Europe is generally good. GZ4 cooperation 1s
well established. The Commission’s approach to new
Association Agqreements for Eastern Europe mirrors our
wishes, and the FAC has approved exploratory discussions
with Hungary, Poland and Czechoslovakia.

The Shapa of the Community

12. A fundamental guestion underlies all current issues:
do we want a more clnselg_ig;ggfqteq_ggpmunit? of 12, Or
a larger, more diffuse, Community of, say, 20, which
mith_have to cede more power to central institutions?
The Single Market will bring about closer integration,
guite apart from the outcome of the EMU and Political
Union IGCs. And some further enlargement seems likely,
even though member states are agreed that no decision
should be taken before 1993. We shall be discussing this

whole issue in OD(E) next month.

13. I am copying this minute to cther members cof GOD(E)
and to S5ir Robin Butler.

ENaS
z a8

(DOUGLAS HURD)

Approved by the Foreign Secretary

and signed in his absence

Foreign and Commonwealth Office
26 September 1530
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FM PARIS

TO IMMERIATE FCO

TELNO 1142

OF 261745Z SEPTEMBER 90
INFO ROUTINE EC POSTS

FRENCH YIEWS ON EUROPEAN POLITICAL UNION C(EPL2

SUMMARY
1. MME GUIGOU (THE PRESIDENT'S ADVISER ON EUROPEAN COMMUNITY
AFFAIRS) DESCRIBES FRENCH VIEWS ONM THE CURRENT STATE OF

NEGOTIATIONS ON EUROPEAN POLITICAL UNION.

DETAIL
2. THE MINISTER AND CRABBIE DISCUSSED FRENCH VIEWS ON EPU WITH

MME GUIGOU ON 26 SEPTEMBER.

3. SHE THOUGHT THAT THE SPECIAL REPRESENTATIVES MEETINGS IN BRUSSELS
HAD BEGUN WELL, DE BOISSIEU PUT FRANCE'S VIEWS WITH AUTHORITY. MAIN
FRENCH PERCEPTIONS AT THE MOMENT WERE:

A) THE BASIC DIVISION OF RESPONSIBILITIES IN DECISION-TAKING
SHOULD BE MAINTAINED, IF MARGINALLY ADJUSTED. THE COMMISSION
PROPOSED, THE PARLIAMENT WAS CONSULTED, THE COUNCIL DISPOSED.

BY IT WAS TOO EARLY TO SEE WHAT ADJUSTMENTS NEEDED TO BE MADE. FOR
EXAMPLE THERE WERE AREAS IN WHICH CO=-DECISION COULD PROBAEBLY BE
STRENGTHENED. BUT IT WAS IMPORTANT TO LOOK AT THE WHOLE, NOT JUST
AT THE INDIVIDUAL PROPOSALS COMING FORWARD.

C) THE PREEMINENCE OF THE EUROPEAN COUNCIL IN SETTING GENERAL
ORIENTATIONS FOR THE IGC'S WAS ESSENTIAL. SUCH MATTERS AS EMU COULD
MOT BE LEFT TO FINANCE MINISTERS ALONE.

D) SIMILARLY. THE EUROPEAN COUNCIL SHOULD BE AT THE HEART OF THE
COMMUNITY'S REGULAR DECISION-TAKING PROCESS: FRENCH THINKING ON
SUCH MATTERS AS THE INCREASED FREQUENCY OF COUNMCILS HAD NOT YET
CRYSTALLISED. BUT GREATER FREQUENCY WAS NOT NECESSARILY THE BEST
WAY OF STRENGTHEMING THE ROLE OF THE EUROPEAN COUNCIL =
REINFORCEMENT OF THE SECRETARIAT COULD BE A MORE PROMISING
APPROACH.

E) A STRENGTHENED POCO MECHANISM WAS WELCOME.

PAGE 1
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F) EARLIER FRENCH IDEAS ON A POSSIBLE SECOND CHAMBER FOR THE
EUROPEAN PARLIAMENT WERE NOT (NOT) THAT IT SHOULD HAVE A
LEGISLATIVE ROLE BUT THAT IT MIGHT SERVE AS A WAY OF IMPROVING
LINKS WITH AND INVOLVING MATIONAL PARLIAMENTS. MME GUIGOU ACCEPTED
THAT THIS WAS ONE OF THE TOUCHIEST ISSUES FACING THE IPU
NEGOTIATORS, NOT LEAST BECAUSE OF THE DIVERSITY IN EELATIONSHIPS
BETWEEN THE EUROPEAN AND NATIONAL PARLIAMENTS.

G) THE FRENCH WERE STILL THINKING ABOUT WHETHER THE DURATION OF THE
PRESIDENCIES SHOULD BE LONGER THAN & MONTHS, AS PART OF THEIR
CONSIDERATION DOF WAYS OF STRENGTHENING THE EUROPEAN COUNCIL.

H) ON SECURITY, THE FRENCH WERE SATISFIED AT HOW THE WEU HAD
PERFORMED IN THE GULF CRISIS AT BOTH A POLITICAL AND A MILITARY
LEVEL. THEY WERE CAUTIOUS ABOUT ITALIAN IDEAS FOR CLOSER
INTEGRATION BETWEEN THE COMMUNITY AND THE WEU: THESE NEEDED FURTHER
REFLECTIONS. BUT IT WAS EVIDENT THAT, DESPITE THE WELU'S
PERFORMANCE, THERE WAS AS YET NO EUROPEAN DEFENCE IDENTITY AND
SOMETHING SHOULD BE DONE ABOUT THIS. (WE DREW ON YOUR TELNOD 273 TO
UKREP BRUSSELS.)

COMMENT

4. FRENCH THINKING ON THE IGC ON EPU IS STILL EVOLVING. THEY DO NOT
WANT TO COMMIT THEMSELVES TO PARTICULAR SOLUTIONS IN ONE AREA

UNTIL THEY SEE THE SHAPE OF THE OVERALL PACKAGE WHICH IS5 LIKELY TO
EMERGE. THEIR EMPHASI5S ON THE PRIMACY OF THE EUROPEAN COUNCIL IS
REASSURING AS FAR AS IT GOES, BUT THEY CLEARLY HOPE THAT THIS WILL
ALLOW THEM TO OUTFLANK THE OBSTACLES IN THE WAY OF AN EARLY MOVE TO
DELORS STAGE 3.

5. SEE MIFT FOR MME GUIGOU'S VIEWS ON EMU.

FERGUSSON

PAGE 2
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10 DOWNING S5TREET
LONDON SWIA 7A4

From the Private Secrecary 23 September 1990

EUROPEAN COMMONITY: TRANSPORT POLICY

I enclose a copy of a message to the
Prime Minister from Chancelleor Eohl about
transport policy matters in the Eurcpean
Community, together with a memorandum. I
should be grateful for advice and a draft
reply in due course.

I am copying this letter and enclosure

to REichard Gozney (Foreign and Commonwealth
Office) and teo David Hadley (Cabinet Office).

[CHARLES POWELL)

Simon Whiteley, Esqg.,
Department of Transport.




the departmient far Enterprise

The Br. Hon Perer Lilley MP
Secrstary of Stiie for Trade and Industry

i . . epartment of
Et Hon Douglas Hurd CBE MP Thachs nad Indsates

Foreign and Commonwealth Secretary
Foreign and Commonwealth Office =19 Victona Stres
King Charles Street Londen SWIH OET
LONDON Enquirics
SWl 071-215 5000

Telex EA1IOT4S DTHO G

Py O71-222 3620

'.'I'r..|1 lin: a7l 215 5623
Quret 40075

Yowar el

Dane

25 September 1990

EC INSTITUTIONAL REFORM pf,-L{ wie BF.

Thank you for copying to me your minute ng,iﬂ’ﬁggzember ta the
Prime Minister., I have also seen the Prime Minister's
response in Charles Powell's letter of 11 September. We have
an interest in two points raised in the correspondence.

The first is the question in your note of who can complain.
As the note says one significant area of complaint is likely
tc be administration of the Structural Funds (including the
Fegional Fund). There are a number of problems here - mostly
arising from inadeguate analysis or bias by the Commission.
This mainly affects public anthorities, not private citizens.
1 therefore agree with the paper's suggestion that public
authorities should have a right of complaint and, for the
reasons Jgiven in your paper, do not believe this should cause
difficulties for central government.

The second is the Prime Minister's suggestion that one area
where the Ombudsman might operate is that covered by Sir Leon
Brittan. When officials looked at this earlier, they
concluded that Commission decisions on =tate aide and
compatition pelicy were already actionable in the ECJ - where
both precedural and substantive actions could be challenged.
I think it is worth examining, howewer, whether the Ombudzman
could usefully take on complaints about the abuse of
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Commission investigative powers. I have asked my officials
to lock at this. We are of course willing to participate in
any further work you may wish to initiate.

I am copying this letter to Prime Minister, Members of OD and
OD(E)}, David Waddingten, Chris Patten, Cecil Parkinson and Sir
Rcbhin Butler.
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Deparinvent of Employment
Caxton House, Tothill Strest. Lomdon 5W 1TH YMNE

Telephone 071273 . . 2802
Tebex 915564 Fax [7]1-273 58271

Secreiary of Siate

The Rt Hon Douglas Hurd CBE MP
Foreign Secretary

Foreign and Commonwealth Office
Whitehall

LONDON

SW1A 2AH

EC INSTITUTIONAL REFORM = gy

I welcome your suggestion, in your minute of 10 September to the
Prime Minister, of an early meeting to examine tactics on EC
institutional reform bafore the 22 October Foreign Affairs
Council. We do need to have some good proposals of our own, but
wa st alsc cocnsidor how o rs=pond to thore of others, bearing
in mind the inclination of the Italian Presidency, as you say, to
press ahead fast.

There is for example a strong head of steam building round
proposals to extend qualified majority wvoting (QMV), especially
throughout employment and social affairs. We are agreed that this
must be strongly resisted. Its effect would be to threaten our
major achievements in bringing a better balance to industrial
relations and deregulating the labour market over the last ten
years.

I recognise that we should uphold the agreement at Dublin that the
IGC should set its own agenda and must not be anticipated. But we
cannot control the actions of others. The Italian Presidency -
primarily through the perscnal initiative of Foreign Minister De
Michalis - has sought particularly to predispose the Council in
favour of the extension of QMV. While it seems that one or more
member states may to some extent at least share ocur resarvations,
it is already clear that most favour a change in this direction.
I do not rule out a further Italian push in the next few months
which others may be inclined to support. We may thus have to take
up a firm and clear public position over this sconer than the
opening of the IGC in Deceamber
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Moreover, wa are already facing substantial pressure to procesad
with a raft of proposals, brought forward by the Commission under
its social action programme, the effect of which would be to
increase employers’ costs and wundermina jobs. Although their
effects run entirely counter to the employment priorities of the
Madrid conclusions, at the Social Affairs Council on 25 Novamber
wa may well be outvoted on one or more propeosals to requlata part-
time work, working hours and the rights to maternity pay and leave
of pregnant women. These have been put forward under existing
Articles of the Treaty - the use of which is, to say the least,
questionable - which require only a qualified majority for their
adoption. The danger of further measures which would increase
employers’ costs would clearly be considerably greater if the
Treaty were amended to provide for OQMV in all employment and
social matters.

The meeting of an expanded OD you suggest will provide the
opportunity to endorse the high priority we attach to resisting an
extanslion of OMV.

As to the idea of an EC Cmbudsman, my cfficials are locking into
how this would bear on the application of Community measures in
the employment area and will provide yours with our best
assessment of the specific impact in different areas which the
Prime Minister has asked for.

I am copying this letter to the Prime Minister, other members of
0D and OD(E), the Home Secretary, Environment Secretary, Transport
Secretary and to Sir Robin Butler.

Ee o
Aatal

MICHAEL HOWARD
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I have the honour to transmit the enclosed letter from Herr Helmut

Kohl, Chanceallor of the Federal Republic of Germany.

A courtesy translation is attached.

With the renewed assurance of my highest consideration I am, dear

Prime Minister,
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Her Excellency

The Rt. Hon. Margaret Thatcher, HF
Her Majesty's Prime Minister and
First Lord of the Treasury
Laondon




Courtesy Translation

6 September 1950

Letter
from
Herr Helmut Xohl, Chancellor of the
Faderal Republic of Germany
g =]
Her Excellency The Rt. Hon. Margaret Thatcher, MP
Prime Minister of the United Kingdom of Great Britain

and Northern Iresland

Dear Prime Minister, dear Margaret,

At the meeting of the Eurcpean Council held in Dublin in July we
discussed transport policy matters in depth, and noted with
interest the memorandum submitted on this subject by the

Government of the Kingdom of the Netherlands. Together with the

Heads of State and Government of the other EC countries, we agreed
on the wvital importance of a uniform transport policy for the
successful completion of the Single European Market. In view of
the significant progress already achieved in the liberalization of
transport, harmonization of the fiscal charges on road haulage
seems all the more urgent. The Commission has already paved the
way for this by recognizing the principle of territoriality in
1988.

The completion of the Single Market, the establishment of the
European economic area and the opening of the borders to the
countries of central and Eastern Europe will lead to a large
inerease in traffic. Road haulage in particular is increasingly
encountering opposition from the public. The threat of a change in
the global climate and the negative effects of air pellution en




mankind and the environment thus force us to act scon and start
new political initiatives. The Federal Government believes that
harmonizing the various flscal charges on haulage vehicles would
be a good starting-point. This should be done at a level which
takes into account not only the requirements of competition, but
also envircnmental considerations.

With the enclosed memorandum the Government of the Federal
Republic of Germany would like to play a part in ensuring that a
European solution is found as soon as possible. Following the
European Council's appeal in Dublin for progress in the
harmonization of taxes in road traffic as soon as possible, but by
31 December at the latest, I consider it wvital that the European
Council discuss this subject at its next meeting.

A similar letter has been sent to the Heads of State and
Government of the other EC Member States, as well as to the

Prezident of the Commission.

Yours sincerely,

z2ign. Helmut Kohl




MEMORANDUM OF THE GOVERNMENT OF THE FEDERAL REPUBLIC OF GERMANY
ON THE HARMONIZATION OF TAXEES AND CHARGES
IN GOODE TRANSFORT EBY ROAD

On 1 January 1993 the creation of the Eurcpean Single Market will
have been completed. The entirely free movement of goods, people,
services and capital, which will then be possible, requires also
in the transport sector harmonized structures of competition and a
close interconnection of transport, environment and last but not

least fiscal policy interests.

Transports environment and the Single Market

The problems with regard to the utilization of the traffic
infrastructure and the environmental burden caused by traffic
within the European Single Market are closely linked with each
othar. A central approach towards a european solution must be
aimed at introducing regulations which do not give an
additional impetus to road transport with its already dynamic
growth.

Mineral oil and moter vehicle tawes as wall as road user
charges are very important for the budgets of the member

states and for financing the road traffic infrastructure.

The problem-related structuring of these charges on goods
transport by road as a market-conforming instrument te aveid
state-planned measures in the field of transport is of

considerable socio-political and regulatory importance.

It is urgently necessary to regulate the three closely related
controlling instruments simultanecusly and comprehensively at
European level. A European regulation must meet the following

requirements:

Allocation of infrastructure costs

It will enly ba possible to copa with the expected strong
growth of traffic if the infrastructures of all medes of
transport are optimally used. This must be achieved by the
control mechanisms of the market.




It is therefore necessary to bring alsc the utilization of the
traffic infrastructure into line with market rules. The price
to be paid for its utilization must reflect the costs and
relative scarcity of the infrastructure. This implies at least
the allocation of the costs of infrastructure to the users in
goeods transport by road.

According to the proposed directive of January 1988 and also
from the point of view of the EC Commission the principle of
territoriality would be the most suitable tool for this
purpose.

"A Europe of the Citizen"

While the traffic by passenger cars in the EC member states
somatimes covers more than the costes to be allocated to 1t,
the traffic of commercial vehicles in the majority of

countries does not fully cover the costs allocatable to it.

A united Europe is not only a common market of producers. The
interests of the people as users of the traffic infrastructure
also have to be taken inte consideration. The utilization of
the scarce road traffic infrastructure, therefore, may not be

redistributed by a regulation favouring heavy lorry traffic.

Reduction of environmental pollution

Legally established technical reguirements to reduce
environmental pollution are to be used together with the
instruments of the market in order to keep the level of
environmental nuisance as low as possible. In accordance with
the polluter-pays principle, the bases of assessment of
governmental compensation systems in goods transport by road
should therefore be more and more related to the degres of
environmental peollution, teo. This helps to aveoid advantages

for road transport which are unjustified from the point of

view of environmental protection, and to encourage the

utilization of energy-efficient transport systems.




The internal transport market

For the creation of an internal transport market it is
necessary to adjust the conditions of competition with regard
to the specific charges for commercial vehicles imposed on the
road transport operators from the various EC Member States.

Equal treatment in the EC Member States

It must be ensured that the costs of the infrastruture in the
individual EC Member States are allocated evenly to domestic
and foreign vehicles so that the system of fiscal charges is
considered "fair" and prejudices against a European

integration are eliminated.

The traffic situation

In the context of its deliberations concerning a European
infrastructure, the EC Commission has described the situation
of road traffic for the Community. The Federal Republic of

cermany is distinguished by the following characteristics:

Road traffic infrastructure

Since the entry into force of the European treatie= the trunk
road network of the Federal Republic of Germany has been so
densely developed with an investment volume of 65 billion ECU
that further extensive new construction is no longer possible.
The traffic burden on the German trunk road network is already
too high on the sections used by international goods
transport.

The traffic development up to now

In the Federal Republic of Germany - as everywhere in Europe -
the growth of goods transport mainly took place on the road.
In contrast thereto, railway and inland waterway transport had
only minor increases. International traffic is becoming more
and more important. Non-national lorries in transport to and
from the Federal Republic of Germany have a share of 70 per

cent.




Growth factors
Four factors will contribute to an overproportional growth of
goods transport by road alsc in the future:

The changing economic structure with continuing positive

economic trend

The realization of the Single Market

The integration of the Eastern neighbours of the EC into
an overall European system and the reunification of the
two German States. This regquires & rapid adaptation of
the traffic systems of these countries to the structures
achieved in central Europe. The Federal Republic of
Germany will thus move still closer to the centra of
European traffic and transit streams, in particular in
road transport.

The increasing short-distance goods transport by road
which cannct be replaced by other types of transport.

Forecasts therefore predict an increase of 40 per cent and
above in the transport performance of the road haulage sector

in the Federal Republic of Germany up to the year 2010.

The environment situation

Coping with the environmental nuisance resulting from the
dynamic increase in road transport is a special challenge. The
pollution caused by the traffic of passenger cars has up to
now been given greater attention than that caused by

commercial vehicles. The emissions of lorries, however, are

overpropertionally high. The government of the Federal
Republic of CGermany, with their memerandum of March 1990,
informed the EC Commission of their objectives regarding

emission limits for lorries. But even these cbjectives cannot
rasolve the problem of emissiona caused by lerry traffic
completely. The main causes of environmental nuisance are air
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pollution and noise, but land use also plays a considerable

role.

Greenhouse effect

The threat of change of the global climate through an increase
in the concentration of so-called greenhouse gases makes the
protection of the earth's atmosphere increasingly a focal
issue of international politics. The European Council has
therefore requested all countries to take comprehensive
measures to ensure an effective use and conservation of anergy
and to establish as soon as possible objectives and strategies
for a restriction of the emission of gases causing the
gresnhouse effect. Within this framework, the efforts of the
Federal Government are aimed at a considerable reduction of
the energy-specific emissions of carbon dioxide (Cos) . The
plans to be prepared are to be based on a reduction of 25 per
cent until the year 2005. Road transport is of paramount
importance for the reduction of Co,. The traffic of commercial
vehicles, the source of one fourth of the Co, emissions of
road transport, must contribute its share. It must be

prevented that the potential reduction of Co, emissions caused

by motorized private transport is set off by higher emissions
resulting from the strong increase in goods transports by
road.

Hitrogen monoxides

As regards nitrogen monoxides which are among the substances
responsible for the new kind of forest damage and are among
the main causes of the ozone concentration, 35% of the road
traffic emissions come from commarclal wehicles (lorries and
buses). For the year 2000 it has to be assumed that commercial
vehicles will range before stationary installations and
private cars as the main source of emission.

Boot

75% of the oot amissions of road traffic stam from commercial
vehiecles. Scientific examinations do not exclude the
possibility that soot might be carcinogenic.




Noise

According to representative surveys, large parts of the
population of the EC countries are troubled by road traffic
neise. It can alsoc not be excluded that noise is hazardous to
health. Lorry traffic has a high share in this.

The situation of the Single Market in road goods transport
liberalization

In the course of the realization of the Single Market in road
goods transport, international road goods transport has been
increasingly liberalized in the last few years. The guota of
community permits was augmented by 40% annually for the years
from 1987 to 1990, from 1993 on the permit gootas for
international goods transport by road will be completely
abolished. On 1 July 1990 the right of cabotage in road goods
transport was introduced.

Harmonization

With increasing liberalization the competitive distertions
which are due to differences in vehicle-specific taxes and
charges become more pronounced. This was also stated by the
commission in its note to the Council of December 198&56. It is,
therefore, necessary in order to realize the Single Market to
eliminate also the differences in the field of goods transport
by road. If this is not the case, the ocbjective=s of the EC

internal market will not be achieved.

The road haulage industry

45 000 companies employing 370 000 persons are active in road
goods transport in the Federal Republic of Germany. The 9 000
companlies carrying out international transport which are
especially orientated towards the Single Market generate one
third of the total turnover. This emphasizes the absolute

necessity of equal competitive oppeortunities.

The position of the EC
The EC Commission as well as the Councll have recognized guite

some time ago the neceassity of harmonizing, in prineiple, the




fiscal burden. As early as 1968 the Commission presented a
proposal for the harmonization of the tax structures for
commercial vehicles. The council of transport ministers stated
in their resclutions of 14 November 1985 and 30 June 1986 that
the elimination of the distortions of competition in the
fiscal field was an important cbjective of the community's
transport policy and in their resolution of 25 June 1987 they
established a time schedule for i1ts realization. But up to now
these declarations of political will have not been translated
into concrete decislons to harmonlize vehicle-speciflic taxes

and charges.

European solution

In view of the historically different development of the tax
systeme and the different priorities of individual ecbjectives
in the overall context of the policy of the individual member
countries, it ie not necessary teo select an EC-wide uniform
system as the basis for the harmonization of taxes and charges
relating specifically to commercial vehicles.

The same principles, however, are required for

the caleculation of the infrastructure costs,

the determination of the share of infrastructure costs
which, as a minimum, has to be covered by wvehicle-
specific taxes,

the determination of road user charges.

Harmonlzation of the fiscal burden

To achieve coverage of at least those infrastructure costs

which can be attributed to heavy goods transport it is

Necessary,

to develop a compromise formula for the positicons on
levying road user charges and the related guestion of
different levels of vehicle tax which up to now are
incompatible in the EC Council. This formula should start
out from the total fiscal burden per vehicle resulting

from these two types of charges,




to take into account the aspect of an equal participation
of national and non-national vehicles in covering the
infrastructure costs in the various EC ocuntries,

to harmonize the mineral oil tax for diesel fuel on the
basis of the tax rate proposed by the EC Commission.

The total fiscal burden must not only take inte consideration
the aspects of competition, but alsoc has to contribute to the
limitation of environmental pollution resulting from road
traffic.

This way goods transport by road which will be essentially
necassary for Europe also in the future would have a tax
system that would serve the interests of transport and
environmental policy and meet the requirements of the Single
Market. The higher cost burden would alsoc lead to a better
utilization of the vehicles (i.a.no empty journeys). This
should be supported by the use of the latest technology.

As a Community acting in solidarity, the European Community
has to find solutions alse for those countries which have to
carry the main burden of goods transport by road. For this

reason transport, environment and the European Single Market
require a harmonization of the taxes and charges for road
goods transport on a level which does not only take into
account the concerns of competition, but alsoc environmental

protection.




BUNDESREFUDNLIKE DEUTSCHLAND

Bonn, den © . September 1990
DER BUNDESKANZLER

Ihrer Exzellenz

Fray Margaret Thatcher, MP
Fremierminister des
Vereinigten Kdnigreichs
Gropbritannien und Nordirland

Laondan

Liebe Margaret,

im Juni dieses Jahres haben wir uns auf der Tagung des Europdischen
Rats in Dublin eingehend mit den Fragen der Yerkehrspolitik befaBt
und debei mit Interesse das Memorandum zur Renntnis genommen, das
die Regierung der Niederlande zu diesem Themenbereich worgelegt hat.
Zusammen mit den anderen Staats— und Regierungschefs der Mitglied-
staaten waren wir uns einig, daB flr das Gelingen des europdischen
Binnermarktes eine einheitliche Politik im Verkehrssektor von wesent-
Ticher Bedeutung is5t. Nachdem bereits wichtige Fortschritte bei der
Liberalisierung des Yerkehrs erzielt worden sind, erscheint eine
Harmon 15 jerung der fiskalischen Belastungen des StraBenglterverkehrs
um 50 dringlicher. Die Kommission hat hierflUr u. a. mit der Aner=-
kennung des Territorialitdtsprinzips im Jahre 1988 bereits gute

Vorarbeiten geleistet,

Die Vollendung des gemeinsamen Marktes, die Schaffung des euro-
pidischen Wirtschaftsraums und die Offnung der Grenzen zu den L3ndern
Mittel- und Dsteuropas werden zu einem starken Anwachsen der Yer-
kehrsstrime fihren. Insbesondere der Strafenqgliterverkehr stiBt zu-
nehmend an die Grenzen der Akzeptanz durch die Bevdlkerung. Die
drohende Verdrnderung des globalen Klimas, die negativen Folgen der




Luftverschmutzung fir die Menschen und die Umwelt zwingen uns des-
halb zu baldigem Handeln und zu neuen politischen Imitiativen. Die
Bundesregierung sight e2inen LBsungsansatz in einer Harmonisierung
der unterschiedlichen fahrzeugspezifischen Fiskalbelastungen des
StraBengiterverkehrs. Die Harmonisierung sollte auf einem MNiveau

erfolgen, das nicht nur den Wettbewerbzbelangen, sondern auch dem
Umwe 1tschutz Rechnung trigt.

Mit der beigefligten Denkschrift will die Regierung der Bundes-
republik Deutschland einen Beitrag dazu leisten, dak miglichst bald
eine europdische Ldsung gefunden wird. Nachdem der Eurgpdische Rat
in Dublin Fortschritte bei der Steuerharmonisierung im Bereich des
StraBenverkehrs so frih wie mglich, spdtestens jedoch am 31. Dezem-
ber 1990 gefordert hat, halte ich eine Befassung der néchsten Tagung
des Europdischen Rates mit diesem Thema flr notwendig.

An die Staats— und Regierungschefs der anderen EG-Mitgliedstaaten
sowie den Présidenten der Kommission habe ich ein gleichlautendes

Schreiben garichtet,

Mit freundlichen GriiGen
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Denkschrift der Regierung der Bundesrepublik Deutschland
zur Harmonisierung der Abgabenbelastungen
im StraBengiterverkehr

An 1. Januar 1993 wird der europdische Binnenmarkt verwirklicht sein. Der
dann wdl1lig Freie Verkehr von Naren, Personen, Dienstleistungen uUnd Kapital
erfordert auch 1m Verkehrsbereich angeglichene Wettbewerbsstrukturen und eine
enge Verkndpfung verkehrs—, umvelt- ungd nicht zuletzt Fiskalpolitischer Be-

lange.

Yerkehr, Umwelt und Binnenmarkt

Die Probleme der Nutzung der Verkehrsinfrastrukbtur und der vom Verkehr
dusgehenden Unweltbelastung im europdischen Binnemarkt sind eng mit-
ginander verzahnt. Ientraler Ansatzpunkt efiner europdischen Lbsung mul
sein, Regelungen einzufiihren, die den StraBengiterverkehr in seiner vor-
handenen Wachstumsdynamik nicht noch zusdtzlich beglnstigen.

Mineralilz=teuern, Kraftfahrzeugsteuzrn und stragenbenutzungsgebihren sind
von grofer Bedeutung fldr die Haushalte der Mitgliedstaaten und flr die
Finanzierung der Strafeninfrastruktur,

Die problemgerechte Ausgestaltung dieser Belastungen im Stradengiiterver-
kehr als marktkonforme Steueérungsinstrumente zur Yermeidung diri-
gistischer MaBnahmen im Verkehr ist von hohem gesellschafts- und ordnungs-

politischem Gewicht.

Die gleichzeitige und umfassende Regelung auf europdischer Ebene der in
ginem engen Zusammenhang stehenden drei Steuerungsinstrumente st

dringend. Eine europdische Regelung muB folgenden Anforderungen genlgen:

Anlastung der Weagekosten

Dasz erwartete starke Yerkehrswachstum kann nur durch die bestmégliche
Wutzung der Verkehrsinfrastrukturen aller Verkehrstrdger bewdltigt
werden. Dies muB durch die Lenkungsmechanismen des Marktes erreicht
werden.

Daher ist auch die Nutzung der Verkehrsinfrastruktur an die Regeln des
Marktes heranzufiilhren. Deér Preis fur deren Nutzung muB die Kosten und die




relative Knappheit der Infrastruktur wiedergeben. Dies erfordert zu-
mindest die Anlastung der Wegekosten an die Benutzer im Stradenglter-
verkehr,

Entsprechend dem Richtlinienverschlag von Januar 1988 {st auch nach Auf-
fassung der EG-Kommission das Prinzip der Territorialitdt dazu am besten
geeignet.

“Europa der Birger"
Wihrend der Verkehr mit Personenkraftwagen die ihm zurechenbaren Ausgaben
in den EG-Mitgliedstaaten zum Teil weit dberdeckt, erreicht der Nutzfahr-

zeugverkehr 1n den meisten Landern keine wolle Abgeltung der ihm zurechen-
baren Ausgaben.

Das geeinigte Europa ist nicht nur ein gemeinsamer Markt der Produzenten.
Die Belange der Birger als Nutzer der Yerkehrsinfrastruktur sind gleicher-
maBen zu achten. Die Nutzung der knappen Strafeninfrastruktur kann daher
nicht durch eine den Schwerverkehr begiinstigende Regelung umverteilt
werden,

Verminderung der Usweltbelastung

Rechtlich festgelegte technische Vorgaben zur Reduzierung der Umweltbe-
Tastungen sind Hand in Hand mit den Instrumenten des Marktes zu nutzen,

um die Belastungen flr die Umwelt so niedrig wie miglich zu halten. Die
Bemessungsgrundlagen staatlicher Ausgleichssysteme im StraBenglterverkehr
s011ten deshalb nach dem Yerursacherprinzip mehr und mehr auch auf den
Grad der Umweltbelastung bezogenm werden. Dadurch wird eine unter Umwelt-
gesichtspunkten ungerechtfertigte Beglinstigung des StraBenverkehrs vermie-
den und die Nutzung energieeffizienter Verkehrssysteme gefiéirdert.

Verkehrsbinnenmarkt

Im Zuge der Schaffung eines Verkehrsbinnenmarktes ist es notwendig, die
Wettbewerbsbedingungen im Bereich der nutzfahrzeugspezifischen Be-
lastungen filr die StraBenverkehrsunternehmen aus den verschiedenen EG-Mit-
gliedstaaten anzugleichen.

Gleichbehand lung in den EG-Mitgliedstaaten
Die gleiche Beteiligung in- und ausldndischer Fahrzeuge an den Kosten der

Verkehrsinfrastruktur in den einzelnen EG-Mitgliedstaaten 15t zu beach-
ten, damit das System der fiskalischen Belastungen auch als “gerecht"
angeésehen wird und Yorbehalte gegen ein rusammenwachsendes Europa abge-
baut werden.




Ausgangslage Yerkehr

Die EG-Kommission hat im Zusammenhang mit ihren Uberlegungen zu einer
europd ischen Infrastruktur die 5ituation im StraBenverkehr fir die Ge-
meinschaft beschrieben. Fir die Bundesrepublik Deutschland st kennzeich-

nend:

Strafeninfrastruktur
Das FernstraBennetz der Bundesrepublik Deutschland ist seit Inkrafttreten

der europdischen Vertrige mit einem Investitionsvolumen von 65 Mrd ECU so

engmaschig ausgebaut worden, daB ein wesentlicher weiterer Neubau nicht
mehr mdglich ist. Bereits heute ist das deutsche FernstraBennetz auf den
vom internaticnalen Giterverkehr benutzten StraBen Uberlastet.

Verkehrsentwick lung bisher

Wie in Europa insgesamt 15t auch in der Bundesrepublik Deutschland das
Wachstum des Glterverkehrs schwerpunkimiBig beim StraBenverkehr erfolgt.
Eisenbahn und Binnenschiff verzeichnen dagegen nur ganz geringe uwachse.

Der grenziiberschreitende Yerkehr gewinnt laufend an Bedeutung. Daran
haben gebietsfremde Lkw im Verkehr mit der Bundesrepublik Deutschland

einen Anteil von 70 %.

WachstumsTaktoren
Vier Faktoren beglinstigen auch in Zukunft ein Uberproportionales Wachstum

des StraBengliterverkehrs:

- Der wirtschaftliche Strukturwandel bei anhaltend gquter Konjunktur.
Die Verwirklichung des Binnenmarktes.

Die Einbeziehung der #stlichen Nachbarn der EG in ein puropdisches
Gesamtsystem und die Vereinigung der beiden deutschen Staaten. 51e
bedingen eine rasche Anpassung des Verkehrssystems dieser Lander an die
in Zentraleuropa erreichten Strukturen. Die Bundesrepublik Deutschland
ruckt dabed noch mehr in das Zentrum eurgpdischer Yerkehrs- und

Transitstrome, vor allem auch auf der StraBe.

Der wachsende und durch andere Yerkehrsmittel nicht zu ersetzende

StraRengliternahverkehr.




Prognosen gehen deshalb wvon einer Zunahme der Verkehrsleistung des
StraBenglterverkehrs in der Bundesrepublik Deutschland von 40 % und mehr
bis zum Jahr 2010 aus.

Ausgangslage Umvelt

Der dynamisch wachsende StraBenverkehr stellt fir die Bewdltigung der von
ihm ausgehenden Umweltbelastungen eine besondere Herausforderung dar. Die
wvom Pkw-Verkehr ausgehenden Belastungen finden bisher eine stirkere Beach-
tung als diejenigen des Nutzfahrzeugverkehrs. Die Emissionen je Lkw 5ind
jedoch Oberproportional hoch. Die Regierung der Bundesrepublik Deutsch-
land hat der EG-Kommission ihre Zielvorstellung zur Frage der Emissions-
begrenzung fir Lkw mit Memcrandum vom Marz 1990 dbersandt. 5elbst diese
Zielvorstellungen vermigen die Emissionsprobleme des Lkw-Yerkehrs nicht
zu ldsen.

Im Yordergrund der Umweltbelastungen stehen die Luftverunreinigung und
der Ldrm, aber auch der Fldchenverbrauch.

Treibhauseffekt
Oie drohende Yerdnderung des globalen Klimas durch steigende Ronzentra-

tion sogenannter Treibhausgase riickt den Schutz der Erdatmosphdre immer
stdrker in den Mittelpunkt der internatiomalen Politik. Der Europdische
Rat hat deshalb alle Liander aufgefordert, umfassende MaBnanmen zur effi-
zienten Energienutzung und Energieeinsparung zu ergreifen und so bald wie
mdglich Zielvorgaben und Strategien fur eine Beschrankung der Emission
von fir den Treibhauseffekt verantwortlichen Gasen festzulegen. In diesem
Rahmen strebt die Bundesregierung als wichtigen Baustein eines Gesamtkon-
zeptes an, die energiebedingten Emissionen von Kohlendioxyd (CO2) deut-
1ich zu senken. Die zu erarbeitenden Vorschlige sollen sich an einer

25 %igen Reduzierung bis zum Jahre 2005 orientieren. Dem StraBenverkehr
kommt bei der CO--Reduktion eine herausragende Bedeutung zu. Hierzu muB
der Nutzfahrzeugverkehr, der heute ein Yierte) der CO;-Emissionen des
StraBenverkehrs l1iefert, beitragen.

Es muB vermieden werden, daB die miglichen Reduktionen der CDz-Emissionen
im motorisierten Individualverkehr durch die erhdhten Emissionen des
stark wachsenden StraBengiiterverkehrs aufgezehrt werden.




Stickoxyde
Bei den Stickoxyden, die mit fir die neuartigen Waldschiden verantwort-

lich und eine wesentlich Ursache der Ozonbelastung sind, stammen 35 % der
Emissionen des StraBenverkehrs von Nutzfahrzeugen (Lastkraftwagen und
Omnibussen). Fir das Jahr 2000 1st zu erwarten, daB Nutzfahrzeuge der
griiBte Emittent sein werden noch vor stationdren Anlagen und Personen-

kraftwagen.

RuB

75 % der RuBemissionen des Strafenverkehrs stammen ven Nutzfahrzeugen.
Wissenschaftliche Untersuchungen schlieBen nicht aus, dad RuBpartikel
krebserregend sind,

L&rm

Mach Reprdsentativbefragungen werden grofe Teile der Bevdlkerung der
EG-Mitg1iedstaaten durch den StraBenldrm beldstigt. Auch gesundheitliche
Beeintrichtigungen durch Larm 5ind nicht auszuschlieBen. Hieran hat der
Lkw-Yerkehr einen hohen Anteil.

Ausgangslage Binnenmarkt 1im StraBenglterverkehr

Liberalisierung
Im Zuge der Verwirklichurg de:z gemeinsamen Binnenmarktes 1im StraBenglter-

verkehr wird seit Jahren der grenzliberschreitende 5traBengliterverkehr
zunehmend Tiberalisiert. Das Kontingent an Gemeinschafisgenehmigungen
wurde fir die Jahre 1987 bis 1990 um jdhrlich 40 % aufgestockt; ab 1993
werden Genehmigungskontingente fir den grenzlberschreitenden StraBenglter-
verkehr ganz entfallen. Am 1. Juli 1990 st das Recht zur Kabotage m
StraBenglterverkehr eingefihrt worden.

Harmonis ierung
Mit fortschreitender Liberalisierung verschdrfen sich die Wettbewerbsver-
rerrungen, die von unterschiedlichen fahrzeugspezifischen Belastungen

ausgehen, Dies hat auch die Kommission in ihrer Mitteilung an den Rat vom
Dezember 1986 festgestellt. Die Beseitigung der Unterschiede ist daher
fir die Verwirklichung des Binnenmarktes auch im Strafengiitervericenr
erforder1ich. Andernfalls werden die Iielsetzungen des EG-Binnenmarktes
verfehlt.




straBengilterverkehrsgewerbe
In der Bundesrepublik Deutschland sind 45.000 Unternehmen mit 370.000

Beschdftigten im StraBenglterverkehr tdtig. Auf die besonders auf den
Binnenmarkt auzgerichteten 9.000 Fernverkehrsurnternehmen entfdllt dabei
gin Dritte] des Gesamtumsatzes. Dies unterstreicht die Dringlichkeit
gleicher Wettbewerbschancen.

EG-Position

Die EG-Kommission und der Rat haben die Notwendigkeit der Angleichung der
Fiskalbelastung vom Grundsatz her schon frihzeitig anerkannt. Bereits
1968 hatte die Kommission einen Vorschlag zur Harmonisierung der Struk-
turen der Steuersysteme fir Nutzfahrzeuge vorgelegt. Der Rat der Yerkehrs-
minister hat die Beseitigung der Wettbewerbsverzerrungen im

fiskalischen Bereich in seinen EntschlieBungen vom 14. November 1985 und
vom 30. Juni 1986 zum verkehrspolitischen Ziel deér Gemeinschaft erkldrt
und in seiner EntschlieBung vom 25. Juni 1987 dafir einen leitplan aufge-
stellt,. Diese politischen Willensbekunmdungen s3ind bisher jedoch micht in
konkrete Beschlldsse zur Angleichung der fahrzeugspezifischen Belastungen
umgesetzt wardan.

Europdische Lésung

Angesichts der historisch unterschiedlich verlaufenden Entwicklung der
Abgabensysteme und der unterschiedlichen Gewichtung einzelner Ziele im
Gesamtzusammenhang der Politik einzelner Mitglieds ldnder muf nicht ein

EG-weites Einheitssystem als Ausgangspurkt der Uberlegungen fiir eine
Anglefichung der nutzfahrzeugspezifischen Belastungen gewdhlt werden.

Gieiche Grundsdtze =ind jedoch erforderlich fir

-~ die Berechnung der Wegekosten,

- die Festlegung des Anteils der Wegekosten, der mindestems durch fahr-
zeugspezifische Abgaben zu decken 9st,

— die Festlegung streckenbezogener Geblhren.

Balastungsangleichung
fur Deckung der zumindest dem Schwerverkehr zurechenbaren Wegeausgaben

Y3t es erforderlich,




filr die bisher im EG-Rat unvereinbarenm Positionen zur Erhebung von
StraBenbenutzungsgebiihren und der damit verbundenen Frage der unter-
cchiedlichen Hohe der Kraftfahrzeugsteuern eine KompromiBformel zu
entwickeln, Diese Formel sollte an der Gesamtbelastunmg je Fahrzeug aus
diesen beiden Arten von Belastungen anknipfen;

dem Gesichtspurkt der gleichen Beteiligung in- und ausldndischer
Fahrzeuge an der Deckung der Wegekosten in den verschiedenen EG-Landern

Rechnung zu tragen;

die Mineraldlsteuvern flr Dieselkraftstoff in Fortentwicklung des
bisher von der EG-Kommission vorgeschlagenen Steuersatzes zu harmoni-

51Eren.

Die Gesamtfiskalbelasturng muB nicht nur die Aspekte des HWettbewerbs be-
ricksichtigen, sondern auch zur Begrenzung der vom Yerkehr ausgehenden
Umwe 1tbelastungen beitragen.

Der auch in Zukunft in Europa unverzichtbare Strafenglterverkehr erhielte
damit ein der Yerkehrs- und Umsweltpolitik dienendes Abgabensystem, das

den Erfordernissen des Binnenmarktes entspricht. Die erhdhte Kostenbe-

lastung wirde auch zu einer rationelleren Ausnutzung der Yerkehrstrager
fiihren {u. a. Vermeidung von Leerfahrten). Dies sollte durch den Einsatz
modernster technischer Mitiel zusdtzlich unterstutzt werden.

Oie Europdische Gemeinschaft muB als Solidargemeinschaft LAsungen auch
fir die Linder erméiglichen, die die Hauptlast des Stradengiiterverkenrs zu

tragen haben.

Verkehr, Umwelt und Binnenmarkt erfordern deshalb in Europa eine Har-
monisierung der Abgabenbelastung im StraBengilterverkehr auf einem Niveau,
das nicht nur den Wettbewerbsbelangen, sondern auch dem Umweltschutz

Rechnung trigt.




DER BOTSCHAFTER
DER BUNDESREFUSLIK DEUTECHLAND

Baron Hermann von Richthoefen 14 September 1990 FS5-GK

D Prane il

I hava the honour to transmit the enclosed telegramme from Herr

Helmut ¥ohl, Chancellor of the Federal Republic of Germany.
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Her Excellency

The Rt. Hon. Margaret Thatcher, MP
Her Majesty's Prime Minister and
First Lord of the Treasury
Londohn




Courtesy Translation

14 Septembar 139%0

¥ Taidik { 3.:5 Telegramm

h co WMDATE, Lrom
Un4 Herr Helmut Kohl, Chancellor of the
|

Federal Republic of Germany
to
Har Excellancy Tha Et. Hon. Margaret Thatcher, HP
Prima Minister of the United Eingdom of Great Britain

and Northern Ireland

Dear Prime Minister, dear Margaret,

At the meeting of the European Council held in Dublin in July we
discussed transport policy matters in depth, and noted with
interest the memorandum submitted on this subject by the
Government of the Kingdom of the Netherlands. Together with the
Heads of State and Government of the other EC countries, we agreed
on the vital importance of a uniform transport policy for the
successful completion of the Single European Market. In view of
the significant progress already achieved in the liberalization of
transport, harmonization of the fiscal charges on road haulage
seams all the more urgent. The Commission has already paved the
way for this by recognizing the principle of territoriality in
1988,

The completion of the Single Market, the establishment of the
European econcmic area and the opening of the borders to the
countries of central and Eastern Europa will lead to a large
increase in traffic. Road haulage in particular is increasingly
encountering cpposition from the public. The threat of a change in
the global climate and the negative effects of air pollution on




'man]-:ind and the environment thus force us to act =oon and start

new political initiatives. The Federal Government believes that
harmonizing the various fiscal charges on haulage wvehicles would
ke a good starting-point. This should be done at a level which
takes into account not only the requirements of competition, but
also environmental considerations.

With the enclosed memorandum the Government of the Federal
Republic of Germany would like to play a part in ensuring that a
European solution is found as socon as possible. Following the
European Council's appeal in Dublin for progress in the
harmonization of taxes in road traffic as soon as possible, but by
31 December at the latest, I consider it wital that the European
Council discuss this subject at its next meeting.

A zimilar letter has been zent to the Heads of State and
Government of the cother EC Member States, as wall as to the
Frasident of the Commission.

Yours sincerely,

sign. Helmut Kohl




14 September 1950

Telesgramnm
von Herrn Helmut Kohl
Bundeskanzler der Bundesrepublik Deutschland
an
Ihre Exzellenz
The Rt. Hon. Margaret Thatocher
Premierminister des Vereinigten Ednigreichs

Groashritannien und NHordirland

Sehr geehrte Frau Premierminister,

Liebhe Margaret,

Im Juni dieses Jahres haben wir uns auf der Tagung des
Europaischen Rats in Dublin eingehend mit den Fragen der Verkehrs-
politik befasst und dabei mit Interasse das Memorandum zur
Eenntnis genommen, das die Reglerung der Hiederlande zu diesem

Themenbereich vorgelegt hat. Zusammen mit den anderen Staats- und

Regierungschefs der Mitgliedstaaten waren wir uns einig, dass fir

das Gelingen des Eurcpdischen Binnenmarkts eine einheitliche
Politik im Verkehrssektor von wesentlicher Bedeutung ist. Nachdem
bereits wichtige Fortschritte bei der Liberalisierung des Verkehrs
erzielt worden sind, erscheint eine Harmonisierung der fiskali-
schen Belastungen des Strassengiterverkehrs um so dringlicher. Die
Kommission hat hierfir u.a. mit der Anerkennung des Territoriali-
tatsprinzips im Jahre 1988 bereits qute Vorarbeiten geleistet.

Die Vollendung des gemeinsamen Marktes, die Schaffung des

europalschen Wirtschaftsraums und die Offnung der Grenzen Zu den
Landern Mittel- und Osteuropas werden zu einem starken Anwachsen
der Verkehrszstrome fiuhren. Insbesondere der Strassengiterverkehr

stosst zunehmend an die Grenzen der Akzeptanz durch die
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.E—ﬂvﬁlkarunq. Die drohende Veridnderung des glcobkalen Klimas, die
negativen Folgen der Luftverschmutzung fir die Menschen und die
Unwelt zwingen uns deshalb zu baldigem Handeln und zu neuen
politischen Initiativen. Die Bundesreglerung sieht einen
Lésungsansatz in einer Harmonisierung der unterschiedlichen
fahrzeugspezifischen Fiskalbelastungen des Strassenguterverkehrs.
Die Harmonisierung sollte auf einem Niveau erfolgen, das nicht nur
den Wettbewerbsbelangen, sondern auch dem Unweltschutz Rechnung
tragt.

Mit der beigefiigten Denkschrift will die Regierung der
Bundesrepublik Deutschland einen Beitrag dazu leisten, dass
moglichst bald eine europaische Lésung gefunden wird. Nachdem der
Europaische Rat in Dublin Fortschritte bei der
Steuerharmonisierung im Bereich des Strassenverkehrs so frih wie
moglich, spatestens jedech am 31. Dezember 1990 gefordert hat,
halte ich eine Befassung der nachsten Tagung das Europiischan Rats
mit diesem Thema fir notwendig.

An die Staats- und Regierungschefs der anderen EG-Mitgliedstaaten

sowie den Prasidenten der Kommission habe ich ein gleichlautendes

Schreiben gerichtet.

Mit freundlichen Griassen
gez. Helmut Faohl




Denkschrift der Regierung der Bundesrepublik Deutschland

zur Harmonisierung der Abgabenbelastungen im Strassengiiterverkehr

Am 1. Januar 1993 wird der Europdische Binnenmarkt verwirklicht
sein. Der dann v6llig freie Verkehr von Waren, Personen, Dienst-
leistungen und Kapital erfordert auch im Verkehrsbereich angegli-
chene Wettbewerbsstrukturen und eine enge Verknipfung verkehrs-,
umwelt- und nicht zuletzt fiskalpolitischer Belange.

Verkehr, Umwelt und Binnenmarkt

Die Probleme der NHutzung der Verkehrsinfrastruktur und der vom
Verkehr ausgehenden Umweltbelastung im Europaischen Binnen=-
markt sind eng miteinander wverzahnt. Zentraler Ansatzpunkt ei-
ner europidischen Lisung muss sein, Regelungen einzufihren, die
den Strassengliterverkehr in seiner veorhandenen Wachstumsdyna-
mik nicht noch zusdtzlich beginstigen. Mineraldlsteuern,
Kraftfahrzeugsteuarn und Strassanbenutzungsgebuhren sind ven
grosser Bedeutung fur die Haushalte der Mitgliedstaaten und
fiir die Finanzierung der Strasseninfrastruktur. Die problemge-
rechte Ausgestaltung dieser Balastungen im Strassengiterver-
kehr als marktkonforme Steuerungsinstrumente zur Vermeidung
dirigistischer Massnahmen im Verkehr ist von hohem gesell-
echafts- und crdnungspeolitischem Gewicht.

Die gleichzeitige und umfassende Regelung auf europaischer
Ebena der in einem engen Zusammenhang stehenden drei Steue-
rungsinstrumente ist dringend. Eine europalsche Regelung muss
folgenden Anforderungen genigen:

Anlastung der Wegekosten

Das erwartete starke Vaerkehrswachstum kann nur durch die best-
mégliche Nutzung der Verkehrsinfrastrukturen aller
Verkehretridger bewaltigt werden. Dies muss durch die
Lenkungsmechanismen des Marktesa erreicht werden. Daher ist
auch die Nutzung der Verkehrsinfrastruktur an die Regeln des
Marktes heranzufithren. Der Preis fir deren Nutzung muss die

Kosten und die relative Knappheit der Infrastruktur
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wiedergeben. Dies erfordert zumindest die Anlastung der

Wegekosten an die Benutzer im Strassenguterverkehr.

Entsprechend dem Richtlinienverschlag von Januar 1988 1st auch
nach Auffassung der EG-FKommission das Prinzip der Territoria-
litdt dazu am besten geeignet.

"Europa der Barger"

Wihrend der Verkehr mit Personenkraftwagen die ihm zurechenba-
ren Ausgaben in den EG-Mitgliedstaaten zum Teil weit dber-
deckt, erreicht der Hutzfahrzeugverkehr in den meisten Landern
keina volle Abgeltung der ihm zurechenbaren Ausgaben.

Das geeinigte Buropa ist nicht nur ein gemeinsamer Markt der
Produzenten. Die Belange der Buirger als Mutzer der Verkehrsin-
frastruktur gind gleichermassen zu achten. Die Nutzung der
knappen Strasseninfrastruktur kann daher nicht durch eine den
Schwarverkehr begilinstigende Regelung umverteilt werden.

Verminderung der Umweltbelastung

Rechtlich festgelegte technische Vorgaben zur Reduzierung der
Unweltbelastungen sind Hand in Hand mit den Instrumten des
Marktes zu nutzen, um die Belastungen fir die Umwelt so nied-
rig wie moglich zu halten. Die Bemessungsgrundlagen staatli-
cher Ausgleichssysteme im Strassengiterverkehr sollten deshalb
nach dem Verursacherprinzip mehr und mehr auch auf den Grad
der Umweltbelastung bezogen werden. Dadurch wird eine unter
Unweltgesichtspunkten ungerechtfertigte Beglinstigung des
Strassenverkehrs vermieden und die Nutzung energieeffizienter

Verkehrssysteme gefordert.

Verkehrsbinnenmarkt

Im Zuge der Schaffung eaines Verkehrsbinnenmarktes ist es not-
wandig, die Wettbewerbsbedingungen im Bereich der nutzfahr-
zeugspezifischen Belastungen fir die Strassenverkehrsunterneh-

men aus den verschiedenen EG-Mitgliedstaaten anzugleichen.

Gleichbehandlung in den EG-Mitgliedstaaten
Die gleiche Beteiligung in- und ausléndischer Fahrzeuge an den
Fosten der Verkehrsinfrastruktur in den einzelnen EG-Mitglied-
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staaten ist zu beachten, damit das System der fiskalischen
Belastungen auch als "gerecht" angesehen wird und Vorbehalte
gegen ein zusammenwachsendes Europa abgebaut werden.

Ausgangslage Verkehr

Die EG-Fommission hat im Zusammenhang mit ifhren Uberlegungen
Zu einer eurcopdaischen Infrastruktur die Situation im Strassen-
varkehr fir die Gemeinschaft beschrieben. Fir die Bundesrepu-
blik Deutschland ist kennzeichnend:

Strasseninfrastruktur

Das Fernstrassennetz der Bundesrepublik Deutschland ist seilt
Inkrafttreten der europaischen Vertridge mit einem Investiti-
onavolumen von 65 Mrd ECU so engmaschig ausgebaut worden, dass
ein wesentlicher weiterer Neubau nicht mehr moéglich ist.
Bereits heute ist das deutsche Fernstrassennetz auf den vom
intarnationalen Giterverkehr benutzten Strassen itberbalastet.

Verkehrsentwicklung bisher

Wie in Europa insgesamt ist auch in der Bundasrepublik
Deutschland das Wachstum des Gaterverkehrs schwerpunktmassig
beim Btrassenverkehr erfolgt. Eisenbahn und Binnenschiff
verzeichnen dagegen nur ganz geringe Zuwidchse. Der grenziber-
schraitende Verkehr gewinnt laufend an Bedeutung. Daran haben

gebietsfremde Lkw im Verkehr mit der Bundesrepublik Deutsch-

land einen Anteil wvon 70%.

Wachstumsfaktoren
Vier Faktoren beginstigen auch in Zukunft ein Gberproporticna-
les Wachstum des Strassengliterverkehrs:

Der wirtschaftliche Strukturwandel bel anhaltend guter
Konjunktur.

Dia Verwirklichung des Binnenmarktes.

Die Einbeziehung der o&stlichen MNachbarn der EG in

ain europdisches Gesamtsystem und die Vereinigung der
beiden deutschen Staaten. Sie bedingen eine rasche Anpas-
sung des Verkehrssystems dieser Linder an die in
Zentraleuropa errsichten Strukturen. Die Bundesrepublik
Deutschland ruckt dabei noch mehr in das Zentrum
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eurcpaischer Verkehrs- und Transitstrome, wvor allem auch
auf der Strasse.

Der wachsende und durch andere Verkehrsmittel nicht zu
ersetzende Strassenguterverkehr.

Prognosen gehen deshalb von einer Zunahme der Verkehrsleistung
des Strassenguterverkehrs in der Bundesrepublik Deutschland
von 40% und mehr bis zum Jahr 2010 aus.

Ausgangslage Umwelt

Der dynamisch wachsende Strassenverkehr stellt fir die
Bewaltigung der von ihm ausgehenden Umweltbelastungen eine
besondere Herausforderung dar. Die vom Pkw-Verkehr ausgehenden
Belastungen finden bhisher eine starkere Beachtung als
diejenigen des Nutzfahrzeugverkehrs. Die Emissionen je Lkw
sind jedoch uberproportional hoch. Die Regierung der
Bundesrepublik Deutschland hat der EG-Kommissicn ihre Zielvor-
atellung zur Frage der Emissionsbegrenzung far Lkw mit
Memorandum vom Marz 1950 ubersandt. Selbst diesa Zislveorstel-
lungen verméogen die Emissionsprobleme des Lkw-Verkehrs nicht
z2u lésgen.

Im Vordergrund der Umweltbelastungen stehen die Luftverunrei-

nigung und der Larm, aber auch der Flachenverbkbrauch.

Treibhausef fekt

Die drohende Veranderung des globalen Klimas durch steigende
Konzentration sogenannter Treibhausgase riickt den Schutz der
Erdatmosphéare immer starker in den Mittelpunkt der internatio-
nalen Politik. Der Europaische Rat hat deshalb alle Lander
aufgefordert, umfassende Massnahmen zur effizienten Energie-
nutzung und Energleeinsparung zu ergreifen und so bald wie
moglich Zielvorgaben und Strategien fir eine Beschrankung der
Emission von fur den Treibhauseffekt verantwortlichen Gasen
festzulegen. In diesem Rahmen strebt die Bundesregierung als

wichtigen Baustein eines Cesamtkonzepts an, die energiebeding-
ten Emissionen von Kohlendioxyd (CO,) deutlich zu senken. Die
zu erarbeitenden Vorschlage sollen sich an einer 25%igen

Reduzierung bis zum Jahre 2005 orientieren. Dem Strassenver-
kehr kommt bei der CO5-Reduktion eine herausragende Bedeutung




zu. Hierzu mu=s der Hutzfahrzeugverkehr, der heute ein Viaertel
dar Eﬂz~EmissinnEn des Strassenverkehrs liefert, beitragen.

Es muss vermieden werden, dass die moglichen Reduktionen der

CO5-Emissionen im motorisierten Individualverkehr durch die

erhohten Emissionen des stark wachsenden Strassenguterverkehrs

aufgezehrt werden.

Stickoxyde

Bel den Stickoxyden, die mit fir die neuartigen Waldschaden
verantwwortlich und eine wesentliche Ursache der Czonbelastundg
seind, stammen 35% der Emissionen des Strassenverkehrs wvon
KNutzfahrzeugen (Lastkraftwagen und Omnibusssen). Fur das Jahr
2000 ist zu erwarten, dass Nutzfahrzeuge der grésste Emittent
sein werden noch vor stationdren Anlagen und Personenkraftwa-

gen.

Euf

75% der RuBemissionen des Strassenverkehrs stammen von Nutz-
fahrzeugen. Wissensachftliche Untersuchungen schliessen nicht
aus, dass Russpartikel krebserregend sind.

Larm

Nach Reprasentativbefragungen werden grosse Telle der Bevdlke-
rung der EG-Mitgliedstaaten durch den Strassenlarm belastigt.
Auch gesundheitliche Beeintrachtigungen durch Larm sind nicht
auszuschliessen. Hieran hat der Lkw-Verkehr einen hohen An-
teil.

husgangslage Binnemnmarkt im Strassengiuterverkehr
Liberalisierung

Im Zuge der Verwirklichung des Gemeinsamen Binnenmarktes im
Strassengiterverkehr wird seit Jahren der grenziberschreitende
Strassengiterverkehr zunehmend liberalisiert. Das Kontingent
an Gameinschaftsgenehmigungen wurde fur die Jahre 1987 bis
1990 um jahrlich 40% aufgestockt, ab 1993 werden Genehmigungs-
kontingente fir den grenzuberschreitenden Strassenverkehr ganz
entfallen. Am 1. Juli 1990 ist das Recht zur Kabotage im

Strassengiiterverkehr eingefihrt worden.




Harmonisierung

Mit fortschreitender Liberalisierung verscharfen sich die
Wettbewerbsverzerrungen, die von unterschiedlichen fahr-
zeugspezifischen Belastungen ausgehen. Dies hat auch die EKom-
mission in ihrer Mitteilung an den Rat vom Dezember 1986 fest-
gestellt. Die Beseitigung der Unterschiede ist daher flr die
Verwirklichung des Binnenmarkts auch im Strassengiterverkehr
erforderlich. Andernfalls werden die Zielsetzungen des EG-

Binnenmarktes werfehlt.

Strassenguterverkehresgewarbe

In der Bundesrepublik Deutschland sind 45.000 Unternehmen mit
370.000 Beschaftigten im Strassengiterverkehr tatig. Auf die
besonders auf den Binnenmarkt ausgerichteten 9.000 Fernver=-
kehrsunternehmen entfallt dabei ein Drittel des Gesamt-
umsatzes. Dies unterstreicht die Dringlichkeit gleicher Wett-
bewerbschancen.

EG-Position

Die EG-Kommission und der Rat haben die Notwendigkeit der
Angleichung der Fiskalbelastungen vom Grundsatz her schon
frihzeitig anerkannt. Bereits 1968 hatte die Kommission einen

Vorschlag zur Harmonisierung der Strukturen der Steuersystene
fir Nutzfahrzeuge vorgelegt. Der Rat der Verkehrsminister hat
die Beseitigung der Wettbewerbsverzerrungen im fiskalischen
Bereich in seinen Entschlisssungen vom 14. November 1985 und
vom 30. Juni 1986 zum verkehrspolitischen £iel der Gemeln-
schaft erklart und in seiner Entschliessung vom 25. Juni 1987
dafir einen Zeitplan aufgestellt. Diese politischen Willenshe-
kundungen sind bisher jedoch nicht in konkrete Beschlusse zur
Angleichung der fahrzeugspezifischen Belastungen umgesetzt
worden.

Eurcpdische Lésung

Angesichts der historisch unterschiedlich verlaufenden Ent-
wicklung der Abgabensysteme und der unterschiedlichen Gewich-
tung einzelner Ziele im Gesamtzusammenhang der Politik
einzaelner Mitgliedslander muss nicht ein EG-weites Einheitssy-
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stem als Ausgangspunkt der Uberlegungen fur eine Angleichung
der nutzfahrzeugspezifischen Belastungen gewahlt werden.
Gleiche Grundsitze sind jedoch erforderlich fir

die Berechnung der Wegekosten,

die Festlegung des Anteils der Wegekosten, der mindestens
durch fahrzeugspezifische Abgaben zu decken ist,

die Festlegung streckenbezogener Gebithren.

Balastungsangleichung

Zur Deckung der zumindest dem Schwerverkehr zurechenbaren

Wegeausgaben ist es arforderlich,

- fiur die bisher im EG-Rat unvereinbaren Positionen zur
Erhebung von Strassenbenutzungsgebithren und der damit
verbundenen Frage der unterschiedlichen Hohe der
Eraftfahrzeugsteuern eine Kompromissformel zu entwickeln.
Diese Formel sollte an der Gesamtbelastung je Fahrzeug
aus diesen beiden Arten von Belastungen anknupfen,
dem Geslichtspunkt der gleichen Beteiligung in- und
auslandischer Fahrzeuge an der Deckung der Wegekosten in
den verschiedenan EG-Landern Rechnung zu tragen,
die Mineralolsteuern fir Dieselkraftstoff in
Fortentwicklung des bisher von der EG-Kommission
vorgeschlagenen Steuersatzes zu harmonisieren.

Die Gesamtfiskalbelastung muss nicht nur die Aspekte des
Wettbewerbs berucksichtigen, sondern auch zur Begrenzung der
vom Verkehr ausgehenden Umweltbelastungen beitragen. Der auch
in Zukunft in BEuropa unverzichtbare Strassenguterverkehr
erhielte damit ein der Verkehrs- und Umweltpolitik dienendes
Abgabensystem, das den Erfordernissen des Binnenmarktes
entspricht. Die erhéhte Kostenbelastung wirde auch zu einer
rationelleran Ausnutzung der Verkehrstrager fihren (u.a.
Vermeidung von Leerfahrten). Dies sollte durch den Einsatz
modernster technischer Mittel zusatzlich unterstitzt werden.

Die Europaische Gemeinschaft muss als Solidargemeinschaft

Lésungen auch fir die Lander ermdglichen, die die Hauptlast
des Strassengiterverkehrs zu tragen haben. Verkehr, Umwelt und
Binnanmarkt erfordern deshalk in Europa eine Harmonisierung
der Abgabenbelastung im Strassengiterverkehr auf einem Kiwveau,
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das nicht nur den Wettbewerbsbelangen, sondern auch dem

Umweltschutz Rechnung tragt.
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MEETING WITH LORD ROTHERMERE ET AL ON THE
EC 5TH DIRECTIVE

The Prime Minister held a discussion with Lord Rothermere,
Sir David English and Mr. Charles Sinclair from Associated
Hewspapers and the Minister for Corporate Affairs today about the
impact of the propesed EC 5th Directive on the company and on the
UE econcmys

Lord Rothermere salid he was concerned about the proposals
under the EC 5th Directive to enfranchise non-voting
shareholders. It would have a destabilising impact on control of
Associated Newspapers. Half of the shares were non-voting
shares; and of the voting shares, Lord Rothermera had been able
to exercise control through a helding of Jjust over 50 per cent.
But, setting aside the concern about the potential loss of
control over Associated Newspapers, the Proposals would have a
wider damaging effect on the UK economy. The UK market was open
to foreign takeovers; Furopean markets were not. Because of
their limited scope, the proposals in the draft 5th Directive
would expose some UK companies to a new threat of takeover; but
it would nmot in practice make it easier for UK companies to take
over their European counterparts.

Mr. Sinclajr explained that Article 33 of the draft
Directive caused particular concern. In the UE; companies
operated in a stable and open company law environment, Unlike
Europe, non-voting shares had played a limited rele. But that
role had been clear from the cutset. The presumption must ke
that companies would never have issued non-voting shares, if they
had envisaged that the shares might cne day be enfranchised.
Giving votes to the holders of non-voting shares would be an
unsoclicited and unearned bonus for themn; correspondingly it would
damage the interests, and threaten to take away control from, the
owners of voting shares. Moreover, while Article 33 would linit
the use of non-voting shares which were more prevalent in
Europe, there were no provisions elsewhere in this or other
relevant EC Directives to tackle the other mechanisms by which
Eurepean countries protected share ownership or control. These
included wide use of cross-holdings; and of trustee chares held
by banks. But Article 33 would open up well-known UK companies,
including GUS, W H Smith and Whitbreads, to threats of take-pver -

not only from Eurcpean countries but from damestic competitors,
Yet domestic takeovers could of course take place at present
without hindrance by capturing a majority of the voting shares.




The Minister for Corporate Affairs sajd that the EC S5th
Directive had first been drafted back in 1972. It could only

make rapid progress if the sactions covering worker participation
were to be dropped. Otherwise it would continue to be held up .
If, however, the worker participation clauses were removed, it
would become a question of approval of the Directive by a
qualified majority. But the discussions would move on to cover
difficult issues on company law. It should be understood that
there were a wide range of issues on company law which would then
have to be addressed; and the discussions would inevitably be
lengthy. In some areas the UK had support from other countries
for their ideas; seme trading on different aspects of the
Directive might well develop.

The problems raised by Article 33 had to be seen in the
wider perspective of the UK's initiative to reduce barriers to
tokeovers, It was important to create a level playing field so
far as possible for UK and foreign companies on takesvers not
just in the UK but also in other Furopean countries.
Nevertheless it would alsc be important to consider, and where
appropriate safeguard, the position of UK companies where the
original share structure had been developed on the basis of some
shares having no vote.

Accordingly, as the Prime Minister had indicated, it would
be necessary to prepare fall-back positions if the Directive digd
go forward. It might be possible to secure the support of one
large and two small countries to vote against the propeosals: and

that would be sufficient to =top progress on the Directive. But
it might be worth considering whether there were advantages for
the UK in going ahead on some areas in the EC S5th Directive while
providing scope for derogations that would protect the position
on non-voting shares. Two possikle forms of dereogation could be
envisaged: the first would exclude companies from Article 33 in
particular areas - examples included the media and defence;
secondly a derogation could be applied on the grandfather
principle, ie. that only new firms would be subject to

Article 33. That would be consistent with retaining the original
intention in issuing non-voting shares.

Summing up the discussion the Prime Minister said it would
be important to keep in touch with Lord Rothermere about his
concerns on the 5th Directive. It was unclear whether the
Directive would make further progress. But if it did, it would
be important te create a suitable fallback position which weuld
allow the UK to pursue proposals that would reduce barriers to
takeovers in Europe, while safeguarding, as necessary, the
position on existing non-voting shares. As your Minieter had
indicated, this might take the form of blocking further progress
on the Directive. Alternatively, the derogatiecns for particular
industries or, woxe pyvvrisimgly, derogations on the "grandfather"
principle, le. that the Directive would fall only on new firms,
seemed a promising way forvard.
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BARRY H. PUTTEHB
Has Dunstan, Esq.,

Parliamentary Under Secretary of State,
Department of Trade and Industry
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FRIME MINISTER

You are meeting Lord Rothermere at 17.00 tomorrow evening. He
wants to discuss concerns about the Draft EC Fifth Directive on

Company Law.

You may recall that you were due to meet Lord Rothermere at thea
end of July to discuss this. But the meeting had to be cancelled

at short notica,.

I attach a copy of the brief prepared for the earlier discussion,
which you have of course seen previously. I understand there is

no further progress to report.

Hp

BARKY H POTTER
12 September 1990

ahec.kw
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From the Private Secretary
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1\. L ]
EC THNSTITUTIOHAL REFORM

The Prime Minister has considered the Foreign Secretary's
minute of 10 September in which he seeks agreement to float a
proposal for establishing an EC Ombudsman. She is not ready to
agree to this on the basis of the information provided about the
Proposal so far.,

The Prime Minister points out that the Commission does
not administer the kind of personal and individual cases that
Whitehall Departments do here, and that if the EC Ombudsman's
role was really limited to this, there would be very little for
him to do. What she suspects would actually happen is that
enuiries would spill over into investigations in Member States.
She also thinks that we shall end up with an Ombudsman who has a
large staff, multiplying their own work for no real benefit.

The Prime Minister would like to see the proposed tasks of
the Ombudsman spelled out in much greater detall, based on clear
analysis of the differences between the national structures and
the role and duties of the Commission. She thinks one particular
area where an Ombudsman could have an effective role iz that
covered by Sir Leon Brittan., She would also like more detail of
the safeqguards we envisage against extensicon of the powers of
Community institutions to investigate national authorities. This
further paper would be a basis for discussion in CD.

I am copying this letter teo the Private Secretaries to
members of oD and OD(E), Private Secretaries to the Home
Secretary, Environment Secretary and Transport Secretary and to
Sir Fobin Butler.
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Simon Gass, Esq.,
Foreign and Commonwealth Office.

CORFIDENTIAL
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— 1. At your mgeting of OD on 10 May we agreed that b

fere . 4 should play a constructive role in the debate on WA I.F'-U'h{
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L--"‘"“'II"?! et 1deaa in public speeches or in Parliament, including

§ Zﬂ""""‘“‘" proposals for developing political cnnperatiun, for O
strengthening financial ;:na::n::c:n:u.'n:411:-1111::,.r in the Community,
and improving enforcement of, and compliance with,
judgements of the European Court of Justice.
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2. This approach has had some effect. At the Dublin
f | Ll d—ont = ——

w the efficiency and accountability of Community
institutions. Since then, we have floated a number nf(“ iﬁu

— Eurepean Council at the em:i of June, the debate on
T institutional reform was a little more realistic than in

Hﬁw M@ﬂy_apﬂnm At least some Member States want to narrow

P ~the scope of the debate.
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Representative in Brussels) will be meeting throughout
this month. Foreign Ministers will meet informally on

6 Octocber, and formally in the Fnreigh Affalrs Council

—k
22 October. I shall pursue our own ideas during these

discussions. Instituticnal reform is also likel y to be

on the agenda for t “the Special European Council on
.ﬂF‘-,—

27 October. It remains as important as before that we

should be active with good ideas in order not to be

hemmed in by bad ocnes.

4. I should like to float in discussions in Brussels
one further idea which we have not yet considered
T R T T T e

collectively (although I touched on it in a minute of

8 June to David Waddingten)., This is the possibility of

Establishan an EC Ombudsman, along the lines of our awn

Purliamentary Commissioner for Administration, to

investigate maladministration by the Community

institutions, in particular the Commission. This could

be a valuable additional check on the executive and a
———

legitimate recourse for the citizen. There might be some
tactical advantage, to head off calls for an increased

role for Strasbourg, in establishing some link between
the Ombudsman and the European Parliament. T attach a
note on the idea. BSubject to colleagues’ views, I
procpose that we float the idea in Brussels later this
month. The Ombudsman would not have power over Member
Governments or national Parliaments.

5. I shall also be letting colleagues have further
ideas on subsidiarity.




6. You might think it worthwhile to have a forward loak

at tactics in the weeks ahead, in a meeting of an
expanded OD before the 22 October Foreign Affairs Council

and 27 October Special European Council.

T I am sending copies of this minute to other members
of OD and QOD(E), the Home Secretary, Envircnment
secretary, Transport Secretary, and to Sir Robin Butler.

(DOUGLAS HURD)
/ o
(A
' &y
Foreign and Commonwealth Office Al Q;\J_‘Lh Lm

S

10 September 1990




ITNTER-GOVERNMENTAL CONFERENCE ON EC INSTITUTIONMAL REFORM:
PROPOSAL FOR AN EC OMBUDSMAN

Our principal cbjectives in the forthcoming discussions
on institutional reform are to make the Community
institutions more efficient and more accountable. To help
achieve this, we might propose the establishment of an
Ombudsman for the European Community, on the lines of our
own Parliamentary CﬁmijEiﬂnE£ﬁfﬂr Administration. An EC
Ombudsman could provide a safeguard for individuals,
comfAniies and other bodies against maladministration by
Community institutions. By providing recourse to an
independent body capable of direct investigation, we would
increase the Community’s accountability to its citizens.

There will be pressure too during the negotiations to
increase the powers of the Eurcpean Parliament. We shall
want to resist this. But it would be werth having a
relatively minor procedural proposal to offer the
Parliament. The Parliament could be given a role in the
Ombudsman'’s a555523255t+ rurtherm;}é';EJEIEEEHE;EEE;EJ;Hat
411 EQEET;I;;B te the Ombudsman would have to be referred by
Members of the European Parliament (as ours are referred by
MPs). The EC Ombudsman would complement the EP’s existing
Committee on Petiticns (set up in 1979). He would require a
small staff but costs could be kept low if he drew on the
exlstfnélgervlces of the ﬁa?nngﬁﬂgg;ilanent The Ombudsman
would deliver his reports to both the institution concerned
and to the EFP. The Parliament could then play a useful rcle
in seeing that the reports were folleowed up. In addition
the Ombudsman might make an annual report to the Eurcpean
Parliament.

The Ombudsman‘s remit would be to investigate complaints
from individual citizens or legal persons about
maladministration by any Community institutien or agency.
But it would be important to aveld overlap or conflict with




the ECJ or with national courts or other procedures,
ineluding national Ombudemen. Nor should he be able to
review the terms of Community Ly legislation or inveatiqate

cnmplalnts about national implementation of CnmmunltF

meauur&s The latter would be for the ECJ in tre case of
incorrect melementatlﬂn. or for national remedies if there
were maladministration which did not breach the Community

———

legislation.
e

These exclusions would restrict his role considerably
(because many actions which at national level would be
purely administrative are, at Community level, embodied in
lagal acts, usually issued by the Commission). We should
also exclude Community staffing issues, for which there is
recourse to the Court of First Instance. We might suggest a
review of the Ombudsman’s remit after five years (as was
agread for the Court of First Instance).

Given these gqualifications, the Ombudsman’s remit would
mainly cover problems arising from the maladministration of
the Community'’s budgets or in cases where the institutions
were responsible for tendering and contracts. This would
cover the administration of the Structural Funds, the RE&D
and other Community spending programmes, and also the work
of Community-funded bodies and agencies. Agricultural
expenditure (EAGGF Guarantee) would, however, fall
prfﬂsfinantly outside his remit - it is largely governed by

=
detailed implementing legislation and administered by

national intervention agencies rather than the Commission.

Within this restricted role, however, it would be
necessary for the Ombudsman to have sufficient powers to
investigate complaints properly. We might therafore propose
that he be given the power to summon papers and officials
from any Community institution, and to reguest (but not

& -__-—- e ey
require) papers and the presence of officials from member

;EEEEEJ. He would be required to make a public report and
culd recommend financial compensation if maladministration




was proven. The institution would have to reply to the
report within a specified time limit and, if compensation

were accepted, pay it from the institution’s budget.

Colleagues may wish to consider two additional peoints:

jodicial recourse: in order to avoid confusion with the
role of the ECJ (paragraph 3 above), the Ombudsman

should in general be debarred from investigating cases
in which the complainant has, or had, a legal remedy
%EEEEEﬂEEE—§£E4 Cases investigated by the Ombudsman
could not later be taken to the ECT. Equally, a case
dealt with by the ECJ should not later be investigated
by the Ombudsman unless the case was found inadmissible

by the ECT or ECJ found evidence of maladministration
even though it held there was no clear infringement of
the law. Where it was unclear whether a complaint was
justiciable or not, the complainant would have to chaose
one path or the other.

who can complain: a likely area of Commission
maladministration is the Structural Funds. But much of
the money is paid to local authorities for

)

infrastructural and other public works. They would be
the onas te suffer. In the UK public bodies are

e —— e ——

exaihded from access to the Parliamentary Commissioner
for Administration. If the same applied to the
Community, much maladministration might go unchallenged

i

because the Ombudsman would be unlikely to aéEépt

complaints from individuals whc were eonly indirectly
affected by, for example, delays in building a recad or
clinic due to Commission maladministration. There
seems, therefore, to be a case for allowing leocal
authorities to make complaints to the EC Ombudsman.

We should, of course want to avoid giving local

authorities a chance to criticise central government,
but para. 3 above should provide adequate safeguard.




We do not need to resolve every detail before floating

the proposal in Brussels. We would do so initially in

general and interrogative terms. Colleagues are invited to
agree that we run this idea on the lines above.
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Ref.ROS0/2066

FRTME MINISTER

Cabinet: Community Affairs

No EC Ministerial meetings to report.

2. Mr Gummer may report on the problems for UK axporters of

T T
qggE and ;ingg;nck caused by the action of French farmere (on
which he minuted vou on 31 August).

Future meetings are:

- Informal Ecofin Council, 7-8 September (EMU)

Foreign Affairs Council, 12 September (German
unification) and 17/18 September

Internal Market Council, 17 September

Industry Council, 21 September.

Ee 8.

ROBIN BUTLER
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FOREIGH AND COMMONWEALTH OFFICE DD 1990/2E0
EUROFEAN COMMUNITY DEFARTMENT (INRTERNAL]) DESFATCH ‘
MWE 300/8 GENERAL: DISTRIBUTIOHN

EUROFEAN COMMUNITY

28 AUGUST 1850, :iﬁf"l‘-r‘
EUROPEAN COMMUNITY; VALEDICTORY CAIy

HER MAJESTY'S PERMANENT REPRESENTATIVE AT BRUSSELS TO THE SECRETARY OFZ)

STATE FOR FOREIGN AND COMMONWEALTH AFFAIRS f?-

SUMMARY
1. The last five years have been a period of unprecedented
development for the Community both internally and externally.
Need to set development in wider perspective (paragraphs 1-3).

The Main Landmarks, 1985=-1890

2 First main landmark the 1985 Single European Act whose
voting praovisions have, on balance, wcrked to our advantage. The
enlargement to include Spain and Portugal tended toc reinforce the
Community’s centripetal rather than centrifugal tendencies. The
budgetary negotiation which started in 1987 led to serious
progress on CAF reform and consolidation of eur rebate. The
success of the single market programme and the seeing-off of

built up for economic and monetary union should not be
underestimated. The Community’s internal developmant has given

E;mrtresﬁ Eurcpe owes much to our efforts. The pressure which has

it greater importance in the eyes of third countries. The
Cemmunity has risen well to the challenge cf developments in
Eastern Europe. (paragraphs 4=10)

A Glance to the Future

3 German unification should PEE prove unduly costly. The
Community should be seen as part of the solution to concerns
about the strength of a united Germany. Risk of German

domi i of the Community exaggerated., The IGC on political
UﬂiDEEEéﬁﬂEEH5ﬁ?wiﬁpﬁﬁaﬂ_ﬁfawiﬁgahfﬁﬁﬁﬁh we did not want it. The
IGC on economic and monetary union raises serious problems; and
risks, if the gap between us and our partners cannot be bridged.
Enlargement another major issue for the 1990s. It will be
expensive and we are wise to match our general welcome with
caution about specifics. On the remaining single market issues
meore hard slog:; but on taxation and frontier control our position
EEE.E;E%E—EEEﬂEhﬂt' The issues of implementation and enforcement
are c ng to the fore now the legislative programme begins to
taper off. (paragraphs 11-18)

Some Lessons lLaarned

4. One major fault line in the Community runs between those
member states whose institutions collapsed earlier in the
century, which tend to lock for Community solutions and those
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whose institutions survived and who see greater value in nat!!%al
action. There are also different national perceptions of
concepts such as federalism and union. Pragmatism arnd an
evolutionary approach are the only way to overcoma these
differences. (paragraphs 19-22)

L The increased use of majority voting has underlined the neeasd
for alliance building. The Franco-German partnership makes it
essential for us te strengthen our 1links with both of
them. (paragraphs 23-24)

6. The rcle of European Councils has increased and we need to
update constantly our techniques for handling its meetings. We
are getting better at securing our interests but we need to be
more selective about taking up the cudgels on particular issues,
The perception that we are embattled works to our disadvantage.
(paragraphs 25-27)

Envei
7 UrRep and our Whitehall co-ordination machinery are major

assets. I am grateful for your confidence and that of your
Cabinet colleagues. (paragraphs 28=-31)
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The Rt Hon Douglas Hurd CBE MP

Secretary of State for Foreign and
Commonwealth Affaire

ats eate eteo

28 August 1330

5ir.
1. I am leaving Brussels almost tw et to the day
after first being posted here to "the small delegation we
maintained during the period between our first and our second
applications for membership of the Eurcpean Community; and almost
five years after being appointed Permanent Representative. Of the
tuventy five years since I first came into contact with the
Eurocpean Community, twenty one have been spent dealing with its
arfairs; Af the Berrill Report recommendation that Diplomatic
Service officers should spend up te one third of their careers in
a specialisation such as the European Community 1s taken as the
norm, then I have rather comprehensively over-fulfilled it.

2 In these last five years I have prepared and attended a dozen
Eurcpean Councils, over a hundred meetings of the Council in its
ether manifestations, and a couple of hundred or so meetings of
Coreper; and UKRep has sent rather over twenty thousand telegrams
te the Department. These figures alone show how hard it is for
any of the main participants in Community business to maintain a
view of the wood as well as of the trees which crowd around them
week in, week out. They also illustrate graphically how easy it
is to become chbsessed by issues of negotiating technigue andg
procedure to the exclusion bf a wider view of pelicy: and they
highlight one of the besetting weaknesses of the Community, that
it often seems to outsiders to be an organisatien dezigned by
bureaucrats for bureaucrats.

3. S50 a sense of perspective is an impertant attribute for
handling Community business, The widest perspective sete it in
the framework of European, and indeed world, histery in the
twentieth century, with the collapse, disintegration and
destruction of so much, and so many of the inhabitants, of our
continent in the first half of the century, contrasting wvividly
with the prosperity and security achieved within a framework of
cooperative effort and the rule of law which has characterised the
second half. A somewhat narrower perspective contrasts 1965, the
year 1 came to Brussels, with the present day. In 195 the
Community of Six seemed set to stay that way, the UK having been
on the receiving end of De Gaulle’s veto and appearing to have no

/atomach
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stomach for another attempt. The Community was in any case dead
in the water, crippled by a French boycott of its meetings; no
Council met, not even Coreper. Az an external force it was
negligible except in Africa and in the Kennedy Round of trade
negotiations. Now we have & Community of Twelve which has cone
successfully through three successive enlargements, with another
{(te include the GDR) imminent, and further accesions before the
end of the century meore likely than not:; a single market is being
created not just in the meeting reoms of Brussels but by the
economic operators, and it is transforming the economies of
Eurcpe; the Community is regarded as an important, if hesitant and
unsure, acteor from cne end of the world to the other. To sharpen
the focus still more one can contrast the first half of the 1980s
with the second, the former characterised by stagnation and
internecine quarrelling over the need to right the inegquity of our
budgetary contributicn, the latter a pericd of unprecedented
development both internally and externally. These exerclses in
perspective are not tricks but they do conceal much. Thare have
been plenty of failures, there are plenty of weaknesses and there
are tensicns, some of them set up by the very speed of
developments in recent years. Recent success has owed as much to
the substantial econemie growth following the hard decisions taken
by national governments earlier in the last decade, as to any
Brussels alcheny.

The Main Larndmarks, lags-ap

4. My early months as Permanent Representative were entirely
absorbed in negotiation of the Single European Act. This strange
animal, whose name epitomises the Community’s capacity to reduce
even the most significant development to almost meaningless mumbo=-
jumbo, was dencunced at the time as a minimalist mouse and
subsequently as a federalist +trap. In truth it is neither. It
was a compromise between those who sought much more wide-ranging
censtitutional reforms and those, like ourselves, whe, while
sharing the main cbjectives of achieving the S5ingle Market and
strengthening Political Cocperation, saw no need to change the
basic treaties to do s0. Its substantive content fell a good deal
closer to our end of the spectrum than to the other. That
judgement need not be taken an trust; an analysis of the decizions
taken since then on matters falling under treaty provisions
switched from unanimity to qualified majority wvoting by the Single
European Act, shows the UK voted down only very saldom, much less
frequently than a number of other member states. But the episode
demonstrated that our own strong preference for proceading
pragmatically and step by step, without too much thought about, or
too much definition of, the final cbjective, was in ceonflict with
the views of all other member states which felt the need to
reflect substantial developments in Community policy in new treaty
provisions.

£5.
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5. Close on the heels of the Single Eurspean Act came the
accesgion of Spain and Portugal. This third enlargenent went more
smoothly than the previcus two. Fears at the time of a prolonged
bout of indigestion proved misplaced. Spain, in particular, made
its mark with a notably successful first Presidency. contrary to
much conventicnal wisdom, this enlargement tended to reinforce the
Community’s centripetal rather than its centrifugal tendancies,
majority voting being more widely practised where it was provided
for in the original treaties but had long been in disuse, it being
generally recognised, even before the Single Eurcpean Act came
into force, that conducting the business of a twelve-member
Community on the basis of consensus was geing te be impossibly
difficult,

6. 1987 was the year the Community ran out of money and when
even creative accounting could no longer conceal ir. Profligate
spending on the Common Agricultural Policy despite earlier
attempts at reform linked with the arbitions of the poorer member
states;, the Commissicn and the Furopean Parliament to beost
Structural Fund and cther spending, dragged the member states back
into another major pudgetary negotiaticn cnly thres years after
they had wearily concluded the previcus round at Fontainesbleau.
Like all such negotiaticons, this one was long, arduous and bad-
tempered. But the final oputcome was a clear advance from our
peint of view. Not only were we able, with the bare minimum of
fracas, to carry over our two-thirds rebate provision inte the new
budgetary arrangements. But, for the first time, serious prograss
was made on CAP refornm. Overall limits on agricultural
expenditure were buttressed by individual product stabilisers.
Since then, and thanks admittedly in part to the effects of two
years of drought in the USaA, agriecultural spending has been well
below the limits set and most of the main products in surplus have
been subjected to effective penalties. a price had to be paid in
the form of the doubling of Structural Funds; but, given the
effect of the Fontainebleau mechanism om our own contribution and
the support that was gained from the poorer member states for the

Single Market programme, that could be considered an acceptable
trade-off.

T When the Milan European Council in 1985 set the 1992 deadline
for achieving a Single Market and gave a broad blessing to Lord
Cockfield’'s White Paper laying out what would be necessary to
bring it about, few would have ventured much money on its
fulfillment. After all, the history of the Community was littered
with the whitening skeletons of such paper promises; the
procedures for taking the decisions were laboriocus in the extreme
and, although they were about to be facilitated by the
introduction of qualified majority voting, they were also about to
be complicated by giving the Eurcpean Parliament a greater say in
the process; most member states had not suddenly been transformed
intc fervent partisans of a liberal, economic approach but rather
were being dragged reluctantly towards such policies. S0 the
legislative programme which has ground its way remorselessly

JSthrough
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through innumerable Council meetings since then and which is now
well past the two-thirds mark was certainly not condemned to
succesd, as most historians will new, no doubt, say it was. It
owes much to our own suppert, assisted by a scanty band of like-
minded member states, and the effective determination and hard
wark of the Commission. Most important, we have together been
able to ensure that the legislation reaching the statute book is
generally of an open and deregulatery kind and to resist the
attempts of a number of member states to make it no more than a
further layer of regulation piled on top of existing ones.
Fortress Europe has been comprehansively seen off.

8. As the Single Market programme took shape, the pressure began
steadily to build up for progress towards gconomic and ponetary
union and now that issue dominates the Community’s current agenda.
It presents us with many problems. A= a non-participant in the
Exchange Rate Machanism, I feel we have tended to underestimate
the forces propelling ocur partners towards a treaty commitment to
the Ifinal =s=tagas of EMU. Having committed themselves to
maintaining a stable relationship with the strongest currency in
the Community, the Deutech Mark, meost dramatically in the case of
the French who tore up their previocus interventionist and
expansicnary pelicies to achieve this, they see little political
or economic merit in fighting to retain a natiocnal autonemy of
decision-making on meonetary policies which is widely regarded as a
mere facade. This analysis has, guite fortuitously, been
reinforced in their eyes by the irminence of German unification.
Acquiescence in a DM zone, as opposed to what they hope will be a
system in which decision making will ke genuinely shared, becomes
that much less acceptable as general concerns abcut excessive
Garman strength lurk clese to the surface.

a9, The previous landmarks have all concerned the internal
development cf the Community and, in truth, these internal issues
have dominated the agenda for much of the last five years. They
have, however, influenced the Community’s external relaticonships
quite notably. The Single- Market programme in particular has
exerted a powerful external influence, at first arousing
considerable alarm lest it be fundamentally protecticnist and,
more recently, as those fears receded and as the successful
completion of the programme became more likely, acting as a kind
of magnet. Thus the Community’s responsibility for, and stake in,
a successful outcome of the Uruguay Round has become more evident.
And the EFTA countries seek a relationship amounting te a kind of
country membership of the Single Market and going well beyond the
simple industrial free trade arrangements they concluded when we
joined the Community. Meanwhile the United States has clearly re-
appraised its view of the Community’s significance and potential
usefulness and, since President Bush took office, has sharply
upgraded it.

/10,
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10. But the external development which has wrought a sea-change
in the community and in its external policies has of course been
the collapee of Communism in Eastern Furope, bringing in its train
the unification of Germany and thus the inclusicn of the CGDR in
the Community, the emergence of democracies and putative market
econories in the Soviet Union’s former satellites, and the Soviet
Union’s own remarkable shift from outright hostility towards the
Community to a somewhat bemused anticipation of its emergence as
an exemplar and a source of much needed material support. With
the Commission propelled overnight at the Paris Economic Summit of
July 1989 1inte the role of coordinator of all free world
assistance to Eastern Eurcpe, the Community has risen well to the
Challenge:; emergency focd aid, longer term assistance and, in the
case of Romania, firm political action when it was needed, has
been forthcoming. But a long and expensive road lies ahead; and
choices no doubt less clearly black and white than those of the
past year will have to be made.

A glance to the future

11. Prediction of future develeopments in and of the Community is
always a chancy business, especially when it is, as now, in a
pericd of rapid evolution and lies close to the centre of
upheavals, to its East in particular, which are bound to havae an
important influence en it. ESone major issues, German unification,
the Uruguay Round, association agreements with Eastern Europe, the
two Inter-Governmental Conferences on political unien and economic
and monetary union area likely to come to a head in the latter
months of this year or in the course of 1991: others, such as
further enlargement, the completion and dynamic effects of the
Single Market and the budgetary review of 1992 lie further off,
but certainly not over the horizen.

12. The Community dimension of German Unification will come
first. It looks like being a rather messy affair as a result of

the date of unification being advanced from December to October. A
more orderly and systematic process with a December timetable
would have been preferable. ' But the outcome is not in doubt nor
is the detailed content likely to ke much altered:; nor should it
be unduly costly, though some net costs there will be. Neither
the dercgations needed from the immediate application of Community
law in the GDR nor the costs are likely to be as substantial as
would have been the case if the GDR had formally acceded to the
Community, the former because so much of FRG law will simply apply
in the GDR without more ado, the latter because the FRC seems
itself to have set its face against expensive solutions.

13. None of this addresses the concerns that have arisen gince
the Berlin Wall came down about the economic, political and
military strength of a united Germany and the purposes to which
that strength might in the future be deployed. These concerns are
felt throughout the Community and beyond, eaven if their
articulation and the response to them differe widely. All

Jeuffered
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suffered to some degrea from the events of the first half of the
century. Most see the problems of that period as lying not so
much in the economic strength of Germany but in the combinaticn of
that strength with a footloose and erratic foreign policy and a
willingness to apply Clausewitz’s dictum about war being an
extension of diplomacy by other means in a eingularly
irresponsible and destructive way. In this view the right
response is to sustain and to strengthen the multilateral
disciplines, constraints and capacity for collective action of the
Community and NATC, with the former playing the central and most
durable role, given its readier acceptability to all shades of
political opinion in Germany itself. German economic strength
cannot in any case be gainsaid, based as it is now on a pluralist
democracy and a free market economy. I find this analysis
cenvincing. The thesis that a unified Germany will come to
dominate the Community and thus be able to bend it to its will, I
find much less so. After all Germany has been the dominant
economic force in the Community for a long time now: it beare by
far the heaviest budgetary burden; and yet it still punches below
its weight in the conduct of Community business. Nor does the
Community, its processes and its institutions, lend itself to
domination by one member state, as the French found to their cost
in the 1960's. Sc I would argue firmly that we should treat the
Community as part of the soclution to this problem, not as an
extension of the problem itself.

14. The Inter-Governmental Conference on political unien is not
something we would ever have gone out of our way to loeck for, but
now that we are landed with it, I believe we can put it to
purposes consistent with our own approach and can contain the
pressures for the sort of changes we wish to resist. The
perception that this negotiation is designed teo produce a kind of
Single European Act Mark II and not a futuristic charter for a
federal Europe is now general, whatever the rhetoric of the
maximalists to the contrary. Some extension of majority voting,
on environmental issues for example, may make sense; but we will
need to resist it on social matters, where the pressure will be
strong, and on fiscal matters, where it will be less so. The
European Parliament and its chief protagcniste among the member
states will keep up a noisy clamour througheut the negotiation for
more powars. Our own ideas for strengthening its contreol over the
executive, ie the Commission, may help to channel this pressure in
2a helpful direction. The awakening awareness of naticnal
pParliaments to the fact that the Eurcpean Parliament is as much a
rival as a partner may alsc prove useful, But we shall face some
difficult choices at the end. The least predictable area is that
covered by the Franco-German call for a common foreign and
security policy. So far the two authors have failed to put flesh
on the bare bones of their April initiative; it is hard to beliave
that either is really willing to accept tha full implications of
their rather oppertunistic move. But other, smaller member states
will have fewer qualms. It is all the more important therefore
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that we should curselves come forward with a set of sensible and
evolutionary changes to strengthen Political Cooperation; this
would be the right move tactically, even if it were not also, in
my view, the right approach in strategic terms given the trend of
racent events, the shifting of international forces and the
reinforcement of Germany's weight.

15. The outcome of the Inter-Governmental Confersnce on Economic
and Monetary Union is a good deal less easy to foretell. The gap
between the approach broadly favoured by the other eleven member
states and the Commission and our own preferred approach has
narrcwed but it has not disappeared. It has narrowed because the
original ideas in the Delors Report for elaborate, centralised
decision-making on budgetary and fiscal policies have faded: and
because our own recent proposals for a "hard" e.c.u. and a
Eurcpean Monetary Fund in the next stage are seen as a clear step
forward. But it has not disappeared bhecause the other menber
states appear determined toc write inte the treaty a commitment to
a single currency and a central banking system to manage a single
monetary policy, while we are egually determined to aveid any
automaticity as to a move beyond the next stage and to ensure that
any such shift, if it does eventually come about, results from an
evolutionary process and is not pre-determined in advance. Can
this gap be bridged? It is too soon to =ay. There are major
advantages to all if it can be; and serious riske if it iz not.
Qur partners are less Keen to go it alone than they sometimes let
the press suppose but they are determined to press ahead. We on
our side need to weigh carefully the downside conseguences - for

the City and for inward investment to mention only the most direct
ones = if it does go that way.

16. The further enlarcement of the Community is not an issue for
decision in 1991 but it is an issue for the 1990‘s, It is hard
now, with four declared applicants and others speaking freely of
their future applications, to see the Community reaching the turn
of the century as a Community of Twelve. Our present policy of
stating a general welcome to accessiocns by demccratie Eurcpean
states which can assume thelfull obligations of membership while
keeping clear of specific commitments on the timing and detail
seems likely to serve well for some time to coma. In particular
it offers the East European countries the maximum incentive to
stick to the stony path leading te stable democracy and a
flourishing market economy. We are wise to be cautious about the
specifics. Thare are plenty of snags. Enlargement could be
expensive if it inveolved the East Europeans, all likely to be
substantial beneficiaries from the C.A.P. and the Structural
Funds and modest contributors to the budget. We can certainly not
afford to assume that enlargement will lead to looser, more
flexible instituticnal links. Putting off the evil day when the
Community has to explain tc Turkey that there is no room at the
inn must surely be a plus, All these tricky problems will be
easier to handle tactically if we ourselves have not shown too
much zeal in the cause of enlargement in the meantime; accession
terms tend to be shaped more by those who hold back than by those
who dash forward,

i i
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17. The Single MarKet will remain a constant and crucial theme
through the 1990's. The process neither begins nor does it end on
1 January 1993. We still have a substantial amount of unfinished
business, on financial services and transport in particular, en
which we have to keep up the pressure. But things are moeving the
right way and the Commission are solid allies. In two difficult
areas for us, taxation and frontier controls, we are not ocut of
the wood yet, although our tactical position has considerably
improved over the last year. A system which will permit the
abolition of fiscal frontiers without the bureaucracy of Lord
Cockfield's clearing-house approach and without elaborate measures
of tax harmonisation should be agreed by the end of the Year. But
there will remain strong pressure from other member states to
complement that system at the wvery 1least with a minimum VAT
standard rate as a safetv-net provision to avoid the risk of the
competitive ratcheting-down and we will have to decide whether we
can live with that. The frontiers guestion remaine a delicate one
but there is now a better understanding that the different
gecgraphical characteristics of member states justify guite
different sclutions; and the rising political pressures generated
by the domestic sensitivity of third country immigratioen in
virtually every member state are beginning to cause them to take a
more cautious view of the sweet simplicities of the Commission’s
"Europe without frontiers" approach. If we play our cards well,
it should be possible to achieve a substantial reduction in the
present controls on business and individuals without sacrificing
the essential checks needed to maintain our defences against
arugs, terrorism and illegal immigration.

18, As the leygislative thrust of the Single Market programme
tapers off, so will the twin issues of implementation and
enforcement come to the fore. The former is already meving
sharply up the agenda as a result of the initiatives we have
taken. Peer pressure is beginning toc have some effect: the threat
of Court action, particularly if new treaty provisions can ba
devised to give the Court more hite, should do the rest.
Enforcement will be a slower, messier business but one in whose
success we have just as great a vested interest. We will be sure
to face some dilemmas in that, as with fraud, it is the Cemmission
that will have to set the pace. In some instances that is bound
tc mean giving them powers and authority which will be eriticised
as intrusive. But the Commission is the only heavy roller
available and, if we want a level wicket, then we will have tc be
ready to make use of them.

Some lessons learned

19. The European Community is no simple, tidy crganisation,
conforming to a recognisable pattern of multilateral internaticnal
activity and proceeding tewards clearly defined cbjectives. Nor
15 1t an embryc c¢f a sovereign state. It remains today and for
the foreseeable future a construction suj generis, cperating
somewhere between these two extrames. Moreover it is shot through

Swith

CORFIDENTIAL




CONFIDENTIAL

with paradoxes and criss-crossed with histgr%s;l fault - lines
which 45 much to explain the tensicns wHich invariably surface
when major decisions gre imminent, as they are now.

20. A fault-line which runs as deep as any is the different
historical experience of its member states in the first ‘BEIT of
this century. Broadly speaking one can classify them into two
categories; the first consists of countries whose naticnal
institutions - government, parliament, civil service and judiciary
= foundered comprehensively in the maelstrom of that period; the
second consists of countries whose national institdEieons survived
that experience and indeed helped tc carry them through intact.
It is striking how often the instinctive reaction of each country
to a further development of the Community runs along that fault-
line. In the first category the tendency, when a new problem
arises or an old one gets out of control, is to look for a
Community solution; the propeosition that a national solution
makes more sense gets short shrift, given the fundamental lack of
confidence in national institutions. Countries like Italy and
Belgium fall quite obviously into this category: but so, to some
extent, do countries as inherently natiocnalistic as France, whose
flirtation with a Gaullist approach to Eurcpe is now receding
into the past. In the second category the tendency is the
opposite, to turn towards a pational sclution unless it can be
shown wvery clearly that a wider approach will make more sense,
The UK falls gqguite obviously into that category, as dp the
Netherlands and Denmark. The =second category is much less
numerous than the first. It 1s not difficult to categorise
aspirants to membership, Austria and the East Eurcpeans in the
first, the other EFTAns in the second.

21, There are plenty of other paradoxes around. Some are almost

semantic but they are none the less real. For a German federalism

means decentralisaticon, the avoidance of a unitary state; for us

it means almocst the opposite. To most member states the word

unien is a gloriocusly loose and lmprecise concept that can mean

. all things to all men; *"to us it contains very precise

connotaticns, the Acts of Union with Scotland and Ireland being

characterised by the abolition of the parliaments of those two

countries. Some paradoxes exist within our own policy. Wea

by recognise the crucial role of the Commission in bringing about the

’ﬂ”“; Single Market, in working to reform the CAP, in negotiating

bﬂﬂ‘ljfliheral solutions in the Uruguay Round; as a member state in a

“oa smallish minerity on all these issues, we know we could get

L+ nowhere without them. But at the same time we resent and oppose

p' # the Commission's pretensions toc greater power and are reluctant to
“jﬂ;;ﬂgﬁye ther a greater degree of democratic legitimacy.

l 22, It is guite clear that the Community cannct simply resolve
these paradoxes or erase these fault-lines. They are teoo deep-
seated for that. But nor ¢an it simply camp on them. So it has
to try to soften them, to build bridges acress the fault-lines.

JIn
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In recent years it has been reasocnably successful at that. The
exercise reguires a lot of pragmatism and a2 commitment to an
evolutionary approach, two concepts which we hold dear but which I
have sometimes felt we preach more actively than we practise.

23 The increase in majority voting following the 19868
enlargement and the Single Eurcpean Act underlined, but did not
create, the need to seek allies in Community negotiaticns.
Although in some cases it is bearable, and indeed in the case of
our budget contribution it was necessary, to be in a minority eof
one, this is something to be avoided if at all possible because it
is not easy politically to sustain it and, if you cannot sustain
it, you may end up fafling to influence the outcome as well.
Making allies in the Community is not simply a matter of seeking
trade-offs; indeed that sort of crude horse-trading is net all
that common and is certainly not desirable. It consists much more
of identifying our important interests on any issue and then
making common cause with other member states with =imilar
interests or whose interests can be met with solutions similar tao
those wa are seeking. We are rather better at identification than
we are at making common cause. What is essential however is to
pursue an active, alliance-building approach and that reguires the
cultivation of a complex network of contacts beatween capitals.

24. There are however no permanent allies for us in the Commuriity
Or permanent adversaries. We pay make common cause with, for
axample, the Dutch over a wide range of issues, CAP reform, trade
policy, budgetary gquestions and very wvaluable that has been, but
we will also differ on scme such a= EMU or the UK rebate. The
only exception that appears to prove this rule is the Frarco-
German partnership, the handling of which presents us now with
almost as many unsolved questions as when we first jeined the
Community. We can have no illusions that it is about to
disintegrate, less still that we could bring that about, even if
it was desirable to do =o. We can alsc have no illusien but that
it has from time to time a formidable, almost irresistible,
influence on Community debates, limited, fortunately for us, by
the difficulties the two have in agreeing on the details and
substance of individual issues. In the future, with a more
powerful Germany this influence can only be greater. So I draw
the conclusion that we must redouble our efforts to strengthen cur
links with both of them at every level and on every aspect of
Community business. Ewven that will probably not spare us a few
nasty surprises. But it will keep them to the minimum. And there
is no doubt that the gquality of cur relations with France and
Germany crucially conditions the attitude towards us of the other
member states and their willingness to ccoperate with us.

25. Meetings of the Eurcpean Council are not life-enhancing
occasions, let alone pleasurable ocnes. They are poorly prepared,
oftan chactiec and they are all set to become once again too
frequent. But they are now an essential part of the governance of
the Community. Past are the days when a bout of bad-tempered

Jwrangling
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wrangling in the European Council could simply lead to the
abandonment of any conclusions at all and the Community could mere
or less proceed as 1if nothing serious had happened, Wa need
therefore to up-date constantly our technigques for handling these
meetings and develop on each occasion a systematic tactiecal
approach designed to maximise cur influence at them.

26. It would be remiss, although perhaps prudent, to aveid a
direct comment on Britain’s role in Europe, contentious as that
has been both within parties and between parties ever since I
first began to deal with these matters. In my view we have in
fact travelled a long way in the last decade towards a mature and
successful role in the conduct of Community business. Of course
You cannot have everything your own way in such a venture: but we
are getting steadily better at furthering and securing our
interests and at doing so in a way which is consistent with the
everall Community interest. There remains, however, some way to
go. Our cauticn, scepticism and rigorous analysie of Commission
propesals are widely appreciated by those in the know, but mere
widely they are less so. We do need to be more selective about
taking up the cudgels on particular issues and to ensure when we
do so that our criticisms are directed principally at the policies
we oppose and not in a blanket way at the institution, commissien
or Parliament, or at the member state, which proposes them.

27. I have been struck and a little saddensd by the number of
pecple who have said to me in recent months "vou must have had a
Lerribly difficult time defending our corner these last few
years". I do not in fact feel I have had a terribly difficult
time of it. But it cannot be healthy that there should be seo
fundamentally negative and defensive a perception of what the
British Permanent Representative is up to in Brussels. I am not
ameng those who believe we sheould be trying to wvie with the
Italians or others in our Community rhetorie: if we did 80, we
would merely make fools of ourselves and esanvince nabedy, The
reality, it sometimes seems, to me, is that, just as there is a
large gap between the rhetoric and perfermance of a number of our
Fartners to their considerable discredit, so there is in our own
case a gap in the opposite sense, not to our discredit but to our
disadvantage.

Envoi

28. UKRep is no ordinary Diplomatic Service post. With well over
half its staff drawn from seven other departments, it is a mini-
Whitehall. But it scmehow manages to aveid, or at least to
minimise, the departmental in-fighting which is such a feature of
Whitehall life. For the unremitting hard work, for the loyalty,
and for the negotiating skills of those whe worked ‘with me I have
nothing but gratitude and admiration. Taken together with the
suparlative co-crdinatian machinery in Whitehall, these are major
assets which we should do our best to nurture and to sustain.
They are the envy of our Community partners.

/29,
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29. The jcb of Permanent Representative to the Eurcopean Community
may be one of the more demanding in the Diplomatic Service but it
is alsoc one of the more rawarding. I am grateful indeed for the
confidence you and your Cabinet colleagues showed. I am sure you
will de no lese for my successor, John Kerr, whose akill at the
London end o g formulatic ind olic

nogtable over recent Years.

30. Finally a word of dedication to my wife and to all those
other UKRep wives who sat so often waiting for their husbands to
return frem this Council, that Coreper or the other Working Group
and did so for many weary hours.

3l1. I am sending copies of this despatch to the lLord President of
the Council, to the Chanceller of the Exchegquer, to the
Secretaries of State for Trade and Industry, for Energy, for the
Environment, for Employment and for the Home Office, for Scotland,
for Wales and for Neorthern Ireland; and toc the HMinister of
Agriculture and the Attorney General. I &m also sending copies to
the Secretary of the Cabinet, Her Majesty’s Representatives in EcC,
BATQO, EFTA and East Eurcpean posts, to the United Nations in New
York and Geneva,tc NATO and to the OECD and in Tokvo, Moscow,
Canberra, Wellington and Pretoria.

I em, S5ir
Yours faithfully

and

D H A Hannay
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Morthers raland OHice
Stormont Castle
Eelfazt BT4 35T

The Rt Hon John Wakeham MP
Secretary of State for Energy
Uepartment of Energy

1 Palace Strest

LOWNDOM

SW1E SHE 1 7august 1990

De.. dah,

INFORMAL ENERGY COUNCIL 16 JULY

Thank you for copying to me your letter of 19 July to Dougla= Hurd.
I agree that the various EC procedural and tactical issues that
arose following the recent informal EC Energy Council should be
considered by the appropriate officials and advice forwarded to

Ministers before EC business starts up again in September.

I am copying this to Cabinet colleagues and Sir Rebin Butler.

I

L oens
Re

LD/SOFS/3578
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FCS/90/150
MINISTER FOR AGRICULTURE, FISHERIES AND FOOD

GATT: AGRICULTURE

Thank you for your letter of 26 July.

2. I agree that the outcome of the Trade Negotiations
Committee last week was satisfactory in that the EC and
US agreed to continue negotiating on the de Zesuw text.
Since the text contains proposals on export subsidies,
that issue will have to be addressed.

3. T also agree that we must take care, from the liberal
wing of the Community, not to antagonise the Commission.
You will have seen that Mr MacSharry praised ocur role at
Houston: our contribution had been greatly appreciated in
the Commi=sion. So our credit with him is good, and I
see no reason why we should not continue to play an
active rolae. There will be plenty of member states
arguing that the EC should not move at all: we should act

as a counterweight.

4. There certainly are difficulties in making a
commitment on export subsidies. But they need to be
confronted. There is another negotiating group in the
week beginning 27 August, so time for reflection is not
great. It was encouraging that Mr MacSharry responded
positively to David Hannay’s argument in favour of a
substantial Community offer in the Autumn.

£3.
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B.. I recognise that flexibility by all sides is
neaded, and in particular that we need to encourage
reasonableness by the US. The Americans have made
statements which appear to retreat from the Houston
agreement and are inconsistent with de Zeeuw. But they
have then backed off and agreed positions which require
almost no concessions from the Community. Both

Mr Andriessen and Mr MacSharry have commented that these
tactics risk encouraging, among EC member states which do
not want to move, the impression that the Americans will
always back down. The US would do better to maintain a
consistent, realistic position and the Prime Minister’s
visit to Aspen could ba an opportunity to tell them so.

6. Copies of this minute go to the Prime Minister and
other members of OD(E).

.

v

(DOUGLAS HURD)

Foreign and Commonwealth Office
1 August 1990

P
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FROM: PAYMASTER GENERAL
DATE: 31 July 19390

PRIME MNINISTER

1991 EC BUDGET

The Budget Council on 27 July went well from the UK's point of

view. -

The Council adopted a Draft Budget which was around £600 million
below the Commission's proposal and more than €3 billion within
the overall ceiling in the final perspective.

As foreshadowed in Malcolm Caithness's minute of 23 July, the
Council decided that it would not be appropriate to apply the
maximum rate procedure. :E”;Eid, however, agrese to cut the
Commission'e proposed level of non-privileged expenditure Eﬁzsﬁara

than in previous years; and it endorsed a robust declaration -

inspired by the Fraench Budget Minister - making clear that the
procedure adopted in relation to this year's Budget was an
inevitable consequence of developments in Eastern Europe and

implied no weakening of budgetary discipline.

The Commission responded positively to the recent report by thae
court o©of Auditors on staffIEET__EEH the Council agreead a
declaration, draftaed by the UK, calling for a detailed action
programme to be drawn up in time for its second reading of the
Budget in November.

Before that second reading takes place, the Commission is likely
to present its proposalse for a revision of the financial
—— e —

———— .
perspective related to the Gerjpan unification. The Parliament
will want the revision to ut there was gratifying
e

support from a r of member states - notably Germany and

Ffance - for the UK's pasi®ion that fjrevisinn should eater for

uniTication and noffing else.
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Finally, the Council decided (with only Italy voting against) to
take the Parliament to the Court over the 1990 Supplementary
budget. The Council's purpose is to uphold the principle that the
Parliament has no competence as regards revenue; its case is said
} by the Council Legal Services to be "strong but not impregnable®.

Copies of this minute go to Douglas Hurd, John Gummer and Sir

Robin Butler.

LA 1L

RICHARD RYDER




FRIME MINTSTER
. MEETING WITH LORD ROTHERMERE

You are meeting Lord Rothermere at 1200 on Monday. Lord
Rothermere wishes to discuss his=s cu;cerns about the draft EC
Fifth Directive on Company Law. The meeting will also be
attended by Sir David Engizgh (BEditor, Daily Mail), Jchn Redwood
and Bernard IngﬁEET‘_F__-

In essence, Lord Rothermere is anxious that the Fifth Directive
would remove the protected ownership of certain UK husinesses

(including the Daily Mail) by requiring non=-voting shares to be
transformed into voting shares.

T

—

Background
The EC Fifth Directive covers the Etructure powers, and

obligations of public limited campanies It was first propesed
in 1972 and has been blocked since. It also ccntains draft
E;u?isians for employee participation which the UK Cevernment and

others have rejected.

e —

EEe— e,

| There ls a current round of disecussion which might set aside |

I _'-|_F
| £he uuntruveraial Provisions on employee participation in order

to make Progress on other more acceptable elements -

specifically measures designed to remove barriers to take-overs.

= ——

5

The relevant Article - Article 33 - deals with egual voting —
rights for all shareholdérs. The draft Article would, in effect,
prohibit the non-voting share. Such non-voting shares are much
more common in other EC countries. Accordingly, it would be to
the UK's general competitive advantage to proceed with this form
of EC Fifth Directive. It would make it easier for UK firms to
Take-over thelr EC counterparts. (As you may know the latest
‘figures suggest that the balance of take-overs is against UK
interests - EC firms acquiring more of our companies than we of
s ——

their's) .
—

Lord Rothermere is concerned because, rather unusually, there is
an element of non-voting shares underpinning the mwnership of the
Daily Mail. In brief the Daily Mail and General Trust leltEd
has two equal blocks of shares - non-veting and voting. This
company owns directly and inﬂirecti;-EII Eh;;EEbﬂf

Associated Newspapers.
. S




|

Di o
John Redwood has been leading for the Industry Department on this
subject and is well aware of the background. There are a number

of points you might like to make in discussion.

-—

The UK has supported this part of the EC Fifth
Directive, in principla, beacause it will eliminate
barriers to take-over by UK firms in the rest of the EC

= and in particular Germany and the Netherlands.

———

—

Such barriers need to be reduced or eliminated if UK
firms are to compete on a level plaving field for take-
oOvVars.

Cm—— e

Earlier consultation by the DTI revealed a good measure

of UK support for the principle of equal voting rights

e.g. from the IOD, CBI, Association of British Insurers
stk s T

and Hational Assocliation of Panslon Funds.

g e

However the proposal is unlikely to be adopted guickly.
It is only one part of the draft Company Law Directive
——— —— ——

and progress has been very slow.

R —

But, Lord Rothermere will no doubt be anxious that, given

widespread UK support, the draft Directive may be agresd. AaAnd

he will presumably accept that wider UK interests favour the

Directive. S0 he may suggest a possible compromise - that the

LT

UK should seek a public interest derogation power for equal

voting rights. Some such derogation powers may bes necessary

anyway - to protect Government special shares. You can say this

12 an i1dea which John Redwood might consider further.

27 July 1950
2: Rothermere (MT)

\
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PRIME MINISTER'S MEETING WITH LORD ROTHERMERE, 30 JULY 1990

Lord Rothermere i= concerned about the EC Commission's
proposal to limit the use of shares with unequal voting
rights. The Government's policy, agreed collectiwvely., has
been to demand measures designed to reduce barriers to
takeovers in the EC, in order tc make continental companlies as
accessible to blds as British companies. We have sacured a
package of proposals by the Commission which will make a start
on some of these barriers. The package includes the
strengthening of an existing proposal which would prevent the
use of disproportionate voting rights as a means of blocking
takeover bids.

The Daily Mail's share capital is divided egqually betwsen
voting and non-voting shares, and enfranchising the non-voting
shares (without any other changes) would certainly affect
control of the company. Lord Rothermere will know that this
situation 15 unusual in the UK, at least outside the newspaper
industry. He intends however to argue generally that, instead
of opening up continental companies to UK takeovers, the
Commission's proposal on voting rights will further expose UK
companies - particularly in the media industries = fto
predators: and that it interferes with freely negotiated
market arrangements.

é}%}
Racycied Fapm
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The Prime Minister could make the following points:

1% Experience — and the changing balance of takeovers
between Britain and the continent - show that
companies slsewhere in Europe are ready to take
advantage of tha openness of our market, while
protecting themselves. Last year they made £1
billion more acguisitions in the UK than our
companies made on the continent. This could become
a serious problem in the single EC market. The
Government have taken the lead in securing proposals
to do zomething about 1t.

There are Iar more companies on the continent which
have weighted voting structures than in Britainm.
Although these can vary and may have been created
for all kinds of reasons; studies for the DTI and
the Commission have shown that they could all be
used to block development of a free market for
corporate contreol. And in principle. there 1s.a
case for favouring "democratic® shareholding.

We recognise that this has to be kept in
perspactive. The Fifth Directive in which this
particular proposal appears 1is full of problems, for
us as well as for others; and the proposal 1tself
will have to be improved before we are satisfied
with it. Unegual voting rights are only one of a
wide range of barriers to takeovers; and the
Government and the Commiszsion cannot expect to deal
with all of them within a few years. We also know
that not all EC countries always implement
legislation as effectively as the UK - but it would
be wrong not to use the means avallable to secure
improvements; and there are signs that our pressure
to improve continental performance is bearing fruit.

These problems will reguire hard work and
negotiation; agreement is probably some way off.
Lord Rothermere's views and those of others will
certainly be considered carefully and taken into
account. Grateful to him for explaining his
CONCEIns.

1f Lord Rothermere suggests that the UK should demand a
"public interest®™ dercgation from egual woting rights to cover
newspapers or the media generally, the Prime Minister could
agree without commitment to consider it. However, it would be
best not to encourage that idea, at least at this stage. In
the UK, as in some other EC countries, there are regulatory
constraints on newspaper mergers rather than exceptional
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arrangements for voting and control. If the Government were
to argue in favour of such exceptional arrangements there
could ba prassura to apply it to others, which could lead to
abuse.

I can confirm that John Redwood will attend the meating from
here in my Secretary of State's absence. 4 nulg*-tihﬂ , f adia

A

D{;%?J’ |

BEN BLOCOCK
Private Secretary




. SHARE VOTING RIGHTS: MEETING WITH LORD ROTHERMERE

BACKGROUND

In a free and open market, companies and investors would
contract on whatever terms, including voting rights, they wers
prepared to agree; this was the UK's policy towards Article
33, which already embodied the principle eof egual wvoting
rights, until 1988. The problem is that differential voting
rights are capable of being used as a barrier to takeovers,
thereby preventing the developmenl of an effective market for
corporate control. {It can also be argued that egqual voting

rightse are an aid to market transparency).

During 1989, when the UK persuaded the EC Commission to
consider ways of reducing barriers to takeovers generally, the
question of woting rights was among the topics identified by
both sides, and wags included in the UK's shoppling list for EC
action Thia led the Commission to propose a strengthening of
Article 33, Lord Rothermere's concern Is a reaction to the
consultation process on this at the beginning of this year.

Other repponsea to DTI's consultation have been mixed;
companies with non-voting shares and some representative
hodies have followed a gimilar line to Lord Rothermere, while
others have pupported current pollicy. There have also been
mixed views on the subject in the context of ghort-termism,
where it ham been argued that takeovers should be made more
difficult in the UK.

Evidence

The DTI's =tudy by Coopers & Lybrand, and the Commission's
study by Booz Allen both concluded that the use of weighted
voting rights was a significant barrier in some countries,
while belng of significantly less importance inm the UK.
Restrictions typically tock the form of issuing shares with no
or restricted voting rights (most common in Germany, Belgium
and Denmark) or by limiting the percentage of votes that could
be cast by an individual, irrespective of the number of shares
held (most common in Denmark, Germany, France and Italy). By
contrast, we are aware of only 30 or so UE companies with
weighted woting rights in the Times 1000. This includes
private companies and Government golden shares.

S figures show 274 @mergers amnd acquisitions in other
Community countriee in 1989, worth £2.85h:; the corresponding
fipures the other way are 58 and £3.Bp By contrast, the
balance was in the UK's favour in the omre open US market.
Other sipnificant restrictions are the isswe of “preferred
gharee™ (Netherlands) piving specific rights, eg to block
amendment of the articles of agsocistion, and the French
practice of giving double wvoting rights to shares that have
bean held for at Iea=st 2-4 years.




FPractical problems

Article 33 is unlikely to be agrecd in its present form.
Saveral member states are llkely to be reluctant to legi=zlate
Lt roemove barriers to takeovers; and ths UK itzelf has
probleme with the propozal ([(see below). However, since
cultural amd iInstitutional barriers are more important than
legal ones, the UK has an interesat in securing & forum for
discussion of barriers, which Article 33 provides.

Asguming that Article 23 would affect existing as well as new
share issues, it would be difficult to know how to  compensate
those whose voting rights are diluted. Changes in voting
rights would inevitably affect share values, but it is not
clear how this could be quantified.

The UK and probably other member states will need to demand a
dercogation provision in Article 33 to deal with Government
epecial shares and regulatory powers which exist to suspend
voting rights In certain circumstances. The UE will seek to
ensure that these are not too uwidely drafted

The Fifth Directive ag a whole covers the structure, powers
and cbligations of the organs of public limited companies, Ly
the beoard., peneral meeting and auditors. It was First
proposed In 1972 and has been blocked over a long period on
the provisions for emploves participation in Ccompany
decisions. The current round of discussions will "set aside"
Lhese provisions, with the pogsibility of formally dropping
them later, in order to make progress on the other provieions.
Frogress will probably however still be slow as there are some
important company law problems in the toext. Until these are
resolved, the UK may not want to accept the Fifth even with
HEOme anti-barriers provisions and without empl oyee
participation. (It is subject to majority decision).

Daily Mail

The Daily Mail and General Trust Ltd has two equal blocks of
shares, non-voting {and listed) and wvoting shares. The
company owns, directly and Indirectly, all the shares of
ArsoCciated Newspapers.

Lord Rothermere is alsoc a trustee of Reuters, which has a
“"golden share® arrangement. DTI are in touch with Lord
HacGregor about pos=sible wavs of presarvine Reuters*
independence from any dominant Interest. The Daily Mail is in
a different position from Reuters. Thera might 1in principle
be a <case for institutionalising such independence for
neuwspapers as well, but it would be inconsistent with the
present structure of the industry.

news . 105




Treasury Chambers, Parliament Street, SWIP 3AG

Barry Potter Esg
Private Secretary
10 Downing Street
London
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The Chief Secretary asked me to send you the atfached article from
Saturday's Financial Times. He tells me that he had promised to
send the Primeé WinisLer a copy.

———

Toue

M
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JEREMY HEYWOOD
Private Secretary
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Delors plan could result in the scrapping of up to 25 Soviet power stations

EC and Moscow work
together on nuclear
safety programme

By Quentin Pesl in MoBCOW

THE Eurspean Commumity
and the Soviet Unlon are work-
ing on & jolnt nuclear safecy

which could result
in the u:r:rptu_ or radical
upgrading of, up to 35 Soviat
power stations,

The oxtent of tha pro-
gramme, reguiring & poten-
tially large Investment, was
revealod yesterday by Mr Jac
ques Delors, President of the
Furopean Commisslon, on the
firat visit of the Community’s
chief executive official te
bt

He also singled oul snergy

tranportation and
the enviropment, ss well as
technfcs] sdsistance, B8 posal
ble arexs for BC involvement
in the Soviet sconomy. 1n &
package of moasures to be

tad tn Lhe maxt

mesting of the 13 member
atates in Ceetober,

Asgistance in o Eweeplog
imvestment programme Lo
upgrade Sovict nuchear power
ptations to westem safely stan:
dards and If to
scrap power aigtions which

not be modified - would
not necesssrily promote Soviet
PCONOMEL: TRCOVERY. it
would e intended, in the

Train blast kills 5

EIVE pacpis wers Lilled and
wight Injursd In &n axplosion o
& brsin paar Rosiow, o The
Russls-Lkraine bordar. Pollcs
wera anld 1o b lDoking lor amn
Ansrhmijan By spect

Thibs mol of suspecied
pailansl l§l tErroriem Game B
M Gorbachey’s lederation
counch =i mealing e
presldentisl councl! io discuss
ha dreft of & new Unkon Trasty
1o reconchie e iniscests of ihe
counbry's 18 republics, and ihe
country’ s recretied ecemambo
rebosin plans. Page
E
wonils of one weal Europsan
gmoh'lrf- !

¥

Only this weel, 8 top-level
meetiog of Soviet nuelear
phd-,rulc:uu revealed that the
industry was in disarray, with
glmost every plan and con-
struction p in the pipe-
lns - to ng more than
100, 000MW - cancellad. Oper-
ating existing nuclear power
stations, they added, was
undes threat because of & staep
fall In recrultment in the wake

of the Chernobyl disaster.

Detalls of preliminary EC
investigations of the safety
standards In Soviet ouclear
installations have oot yel b,
revealsd,

pr Delors was apeaking aflar
meating most of tha pr
Sovipt Ieaders — including
Proatdent Mikhall Gorbachey,
Mr Mikolal Ryzhkov, the Prime
Minister, Mr Eduard Shevard-
nadze, the Forelgn Minlater,
gnd Dr Leonld Abalkin, the
deputy premier in charge of
e whole rdfomn peogramme wpsry

W nrm ;
and poasible futune Lrwrpde-
ment in supporting L.

Ha rev that EC experis
would reburn to Moscow mext
manth for an extended wiskt
and detalled discussions with
thelr Soviel countecparts to
draw up recommendations for
the Octaber summit.

Mr Delors sald the Bowbet
guthorities were very lntar-
ested In the proposals fOF
anergy co-operatlon on tha
llnes B pd by Mr Roud
Liilebers, Dautch Prima Min
lstor, at the EC summit in Dub-

Lin.
This would invalve the ope-
ing up of Siberia o western oll

Ilh;lutl;hl gro

Pl

* i

fasued warning over Soviet repub

companles, providing direci
wesl#rn aocess o Soviet oll, (n
axchange for guaranteed af
wistern mirkes for the prod:

et

However, Mr Delsra warned
that no judgment on Soviel
pronpmbe teforms could really
be given untll & revised pack:
age wai [ by ths gov-
emment &nd Mr Qorbachey's
ﬁuw advissrs in Seplem-

I

He also repeated his fears

tion of plans

>

1

r -."\-a-r- .|
Jacgues Delors lstens o & translaniion in Mascow: he

lics* currency plans

i individual Soviet republica
to cremte thelr own currencies
and tradbng enclaves.

This would ralss barriers o
trade rather than remova
them, as the EC was doing, Mr

paid.

Mr Gorbachev argued
girongly for western Invest-
ment in the Soviet Unlon

This would provids s stimuy.
lus to the pereetrolla process,
ind to more redical moves
towards a markst scapomy, to
which he was commbtted.
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Ref.AQS0,/1824

PRTME MINISTER

Cabinet: Community Affairs

The Chancaller may report on the 23 July ECOFIN Council:

encouraging reaction to the UK's "hard ECU" proposal, with
agreement that it should be studied at a special meeting of
the Monetary Committee on 4 September;

Delors reported on his wvisit to the USSE, noting Gorbachev's

desire for assistance but opposition to IMF conditicnality,

and Soviet interest in Mr Lubbers' ideas on energy:

upbeat German account of GEMU;

low=keay but encouraging discussion of fiscal frontiers.

2 Mr Gummer may mention the 24 July Agriculture Council, which

is discussing next steps in the GATT Round in the light of

yesterday's unexpected US/EC agreement in Geneva that
negotiations would proceed with de Zeeuw's text being used as "a
means to intensify negotiations" (as agreed at Houston). The
outcome of the Agriculture Council discussion is not yat known.

< [ The Budget Council will meet on 27 July, after which there
will be no further Council meetings until September.

FER B

ROBIN BUTLER
Cabinet Office
25 July 1590
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PRIME MINISTER

1991 EC BUDGET

The Budget Council meets on 27 July for its first reading of the
1991 preliminary draft budget (PDB). I shall represent tha UK.

o 2 The starting point for the 1991 Budget was the recent
revision of the financial perspectiva, which provided for the
needs of Eastern Europe while respecting budgetary discipline.
The Commission is likely to propose a further such revision later
this year to cater for German unification. My main strategy aim
at the Council will be to agree & draft Budget which gives no
ammunition to those who will be trying to use unification as a
praetext for relaxing budgetary discipline.

i The PDE is almost £3 billion below the overall ceiling in
the financial perspective (which, in turn, is £6 billion below
thae own rescurces ceilingh. Mogt of the margin relates to

agriculture, where I shall be arguing for further reductions.

4. Apart from agriculture, discussion will focus on those areas
of epending which are not subject to multi-annual commitments
(so-called non-privileged expenditure). The conclusions of the
February 1988 Burcpean Council provide that, at its first reading
of the PDB, the Budget Council should restrict the growth of such
expenditure to half the maximum rate referred to in the Treaty.
The revision of the financial perspective increased the headroom
for such expenditure by around €800 million in 1991. 0f +this,
almost E£600 million represents provision for aid to Eastern

C¥%)




Europe. I believe that the Council will conclude that it is not

politically feasible to reduce this provision in line with the

maximum rate procedure,

LB As regards cther non=-privileged expenditure, strict
application of the procedure would require cuts of E350 million.
I propose to argue for such cuts, but am not confident of
achieving them in full. It should, however, be possible to
reduce the Commissicn's bid by more than in recent years. g0 I
would not propose to die in the ditch on the maximum rate, gilven
both the exceptional situation arising from developments in
Eastern Eurcpe and the fact that the maximum rate procedurs has
had no practical effect: in each of the last two years the
Parliament has used up virtually all of tha available headroom in

the financial perspective.

5. Tha Commiszion will press particularly hard at the Council
for extra staff and, here tuﬁ; we need to racognise the Eastern
Eurcpean dimension. But I would intend making my Iagreement to
any new posts conditional upon an undertaking by the Commission
to take positive action in response to the recommendations of a
recent report by the Court of Auditors on staff management and

o

deployment. = = _—

T Copies of this go to Douglas Hurd and John MacGregor, and to
Sir Robin Butler,

(T
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FRTME MINISTER'S MEETING WITH LORD ROTHERMERE

We spoke on the telephone this morning about the Prime
Minister's forthcoming discussion with Lord Rothermere. As you
know, Lord Rothermere wishes to discuss voting rights in
companies under the proposed EC Fifth Company Law Directive,

First, I am sure the Frime Minister would be quite content
for Mr. Redwood, as the Minister responsible for this area, to
attend the discussion in place of Mr. Lilley.

Second, I would be grateful if you could provide briefing.
The department was kKind snough to provide comprehensive brisfing
on a previous occasion. However, impressive though these lengthy
and detailed explanations were, this would not be appropriate for
this kxind of discussion. Rather, what is required is a short
explanation of what Lord Rothermere is anxious about; four or
five points for the Prime Minister to make; and a background note
of no longer than one to two pages.

I would be grateful if this briefing could reach me by no
later than the evening of Thursday 26 July.

Barry H. Potter

Ben Blocock, Esg.,
Department of Trade and Industry
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Stephen Flanagan Esq
Private Secretary Co cthe
Financial S5ecretary

HM Treasury
Parliament Street

London SW1

eac Stephen,

MINIBTERS’ EUROPE GROUP, 18 JULY
The following points arose from the meeting en 18 July.
Presentation of Policy

Mr Maude commented that, after the successful placing of
articles by the Foreign Becretary and the Chancellor of the

Exchegquer in leading papera in other member states, it would
now be necessary to leave a gap befora trying another one.
Several suggestions were made for subjects for future
articles: Mr Redwood suggestad tha single passport for
insurance, Mr Freeman suggested transport, particularly UK
policy on rail transport (an article at the end of this year
or early next) and Mrs Shephard suggested pensions. An
article on the Boeial Action Programme might be helpful in

the auvtumn.

Bocial Dimensien
Mr Eggar outlined what was being done to present UK policy
on the Bocial Action Programme and particularly on the

part-time, temporary and "working hours" directives, the

/




last of which was dua to ba published scon. The overriding
impression was that while privately a number of partners
agreed with our views, it was difficult to persuade them to
speak out in public: The CBI was beginning to get to work,
but their opposite numbers were similarly publicity-shy.
Tactics should obvicusly vary according to the different

countriaa. A fact EA{:I had beaan praparad and translated

into sevaral Community languages; articles were baing placed
in UK trade journals. Action Programmes and brisfing
packages wera being prepared for sach country.

It was agreed that it would be important for DTI and
Treasury Ministers to speak to their oppesite numbers about
the business and financial conseguences of these directives.
Mr Eggar said that the Department of Employment were working
up statistics to demonstrate the effect on jobs, and other
implicationa both in the UK and in Eurcpe as a whole. He
noted that the Commission had yat to produce a fiche
drimpact for the directives.

In discussion it was agreed that the UK should presa at
every opportunity for the Commission to supply a fiche

for the measures it introduced. Mr Redwood sald we should
gather small business horror stories about the impact of the
Social Action Programme measures. Mr Maude stressed the
importance of making these points to businessmen while on
bilateral visits. Mrs Shephard peinted out that we should
make clear the impact these directives would have on women.
There seemed to ba a widespread balief that women would
banafit. In fact they were likely to be among tha hardest
hit. There were more working women in the UK, and so wa
would be hit harder than many other countries. It was
agreed that, despite the difficulties in compiling figures,
it was very important to have estimates of job losses and




other effects to deploy at meetings in member states.

Mr Maude asked if any more deregulation seminars were
planned. It was decided that DTI, D/Employment and FCO
officiala should discuss how to get across the deregulation

message on the Social Action Programme.

UK Presidency Bpecial Events

Mr Maude Adrew attention to tha list of Prasidancy special
events discussed earlier in July by officials. The aim
should be to use the coincidence of our Presidency with the
completion of the Single Markat to promote UK business and
ideag: 1992 should be seen ags a British-laed success
demonstrating UK influence more widely in the Community.
Mr Curry said wa needed te plan thae strategy carafully and
distinguish the European elements from the UK alements.
Wherever possible wa should build on existing events and
giva tham a European flaveur. He mantioned problema for

those arriving at Dover; these should be overcome by 19%92.
Hae alsoc suggested a 1992 British fashion industry evant.

Mr Hogg emphasised the need to consider venues outside
London. It was agreed that the regions and other member
states should be considered when loocking for venues, in
ordar to achieava a high Presidency profile across the

Community. Mr Garel-Jones stressed the need to avoid
overlap with Expo %2 in Baville. Mr Radwood suggested that
locating as many events as possible towards tha and of our
Prasidancy would help.

Fortheoming Councils and visits

Mr Maude pointed out that the months after the summer break
would be very buasy, Bilateral visits should be kept up. It
was agreed that Departments should keep the PCO and Cabinet
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Office up to date on forthcoming visits to EC capitals.

There was a short discussion of press briefing in Brussels.
It was generally useful for press cfficers from departments
in Londen to accompany Ministers to Brussels so that they
could make direct contacts with the Eurcpean press. UEKRep
will follow up with individual departments the proposals for
regular background briefings, for both the UK and Foreign

press based in Brussals.

I am copying this letter te Charlea Powell, and to the
Private Becretaries to the uapﬁtr Chief Whip, the Paymaster
Ganeral, David Curry, Tim Eggar, David Heathcoat-Amory,
Gloria Hooper, Robert Jackson, John Redwood, Pater Lloyd,
Douglas Hogg, Gillian Ehephard, Roger Freaman and Malcolm
Cajithness.

‘ﬂm s gin r:M;,JLj_f

E&ILRIXL Elhﬁlrn

PP Miecala Brewar
Frivate Becretary to
Mr Francis Maude
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Vs

EUROPEAN COMMISSTON PROPOSAL FOR A COUNCIL RESOLUTION ON

ACLITE HUMAN POISONING

The Prime Minister has seen your Secretary of State's minute
af 26 June about the European Commission proposal for a Council
Resolution on Inproving the Prevention and Treatment of Acute
Human Poisoning. She is content with the line which Mr Clarke

intends to take, since a mixed decizion does pot involve any
extension of competence.

I am copying this letter to the Private Secretaries of the
racipients of Mr Clarke's minute.

Monly
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CHARLES PUWELL

Andy McKeon Esqg
Department of Health
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Telephone OV 210 3000

From fhe Secrefary of Sade for Socnl Secwrdiy
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Charles Fowall Esg

Private Secretary
10 Downing Street
London SW1IA 2AR
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EC DIRECTIVES ON FART-TIME TEMPORARY WORE

o [riL
1. 1In your letter of June to Martyn Waring, you recorded the
Frime Minister's views on the need to strengbthen our argumenkts
against these directives by showing the costs to individuals of
bringing them within the Hational Insurance (NI} contribution
system. We have done Some preliminary work in this area and our
conclusions are as follows.

Current System

2. The current system of Wational Insurance contributions is
enkirely earnings related. Part-time workers and others who Barn
less than £46 a week {(the lower earnings limit {LEL)) pay no
contributions] not do their employers. The criterion of minimum
working hours in Article 1.3 and the reguirement in Article Z that
all employees should have identical rights under statutory social
ggecurity schemes would reguire &8 complete resktructuring of our HI

contribution system sg as to create a new relationship between
liability and hours worked. = e

3. Two groups of employees and their emplovers would be affected as
follows:

N hpgrﬂxzmately 1.75 million pecpla currently earning less
than Ed46§ a week butk Hnrhlnq more than B hours who would be
required to pay contributions.

Approximately 60,000 people currently earning more than
£46 a week but working less than 8 hours a week who would
be taken out of the contribukion system.




4. For employers, the costs of employing part=time workers would
increase pignificantly. At present, the first contribution band is
5 per cent WHiIch applies to earningse up to EBD per week. Applying
this rate to earnings below the current LEL would produce
contribution costs of £1 on earnings of E20 per week; E1.50 on
earnings of £30 per week and £2.00 on earnings of £40.00 a week.
The estimated cost to industry would be some E2.5 million per week
or E130 million a vear. There would also be additional
administrative overheadz to be taken into account.

Employeas" Cosks

. For employees, the costs would depend on the rate of
contributions levied. The present system, which includes a 2 per
cent entry fee at the LEL and thus particularly low contributions
for low earners, could not be preserved. One option would be a
single rate of 8 per vent on any earnings below the upper sarnings
limit but this would be particularly onerous for pecple on low
incomes. A more realistic option would be a starting rate of § per
cent and a higher rate of 7142 per cent. This too would mean
considerable conktribution costs for part=time workers and there
would alsp be higher contributions for those earning just above the
LEL .

Earnings Employee NICs Employer NICs
per week How Hew Mow News

EZD HMIL E1.00 MIL £1.00
E3D NIL E1.50 NIL El.50
E40 NIL Ed.D0 NIL £4.00
£46 (LEL) E0.92 £2.30 £2.30 £2.30
£50 El.28 E2.50 £2.50 £2.50
£60 £2.18 E3.00 E3.00 £3.00
£70 £3.08 E3.50 E3.50 £3.50
E80 E3.98 E4.00 £4 .00 £4.00
£90 £4.88 EG.T75 EG.30 E6.30
ELO0 E5.78 ET.50 EV.00 E7.00

lassumes that NICs are levied at 5 per cent on the first E£80
of income and at 71,2 per cent thereatfter.

dpssumes that the first band of employers’ contributions
remains at 5 per cent

f, To summarise, the total additional contribution costs for those
currently below the LEL would be around £130 million a year for
employees and a simil1ar figure for emp]m;é?!ﬁ B cleaner working
more than eight hours a week and ear g, B8y, E35 would pay E1.75

per weak, A director working =iz hours a week and gearning, =avy,
£10,000 a year would save about £14.10 a week.

S g




Tex On the basis of what we currently know about the Commission's
intentions, it is very difficult to predict the long-term
implications for social security spending. The biggest uncertainty
is what effect the directives might have on the labour market in
tarms of discouraging part-time work. If, as we predict, the
directives forced employers to change their employment practices so
a3 to decrease the number of part -time jobs available then the main
impack wnuld be to inCrease agcnﬂlqg _on_non- cun[rlhutﬂpx_bg_gilta to
raplaﬁn losk i 1ncﬂme But, until Ehe Commission have clarified their
thinking on the social security aspecks of the directives, any
costings we might do would be entirely speculative. We will,
however, return to this point as soon as it is practical teo do so.

Conclusion

8. There are of course wider DES implications. TIn our view, the
directives would damage }dggyfﬂsgacts'“ﬁﬂ reduce living standards.
They would require us to redesign our social secGrity system, with
significant administrative coskts. They conflict directly with the
well established principle of community legislation that issues
which are best dealt with at nmnatiomal level should be left to member
states to decide. There would be increased costs for employers in
terms of additional NI contributions and administrative overheads.
The net earnings of part-time workers would fall producing hardship
for low-income families, lone parents and the disabled. The net
effect would be to discourage part-time working thus decreasing
employment and increasing dependency on the state. They would
result in a loss of 8kills to the labour market and would represent
a particular attack on the prospects and rights of working women in
a country which has more women in civilian employment than any other
Member State. In a recent meeting with the Italian Minister for
Social Security, Mrs Shephard made the point that part-time work was
somekimes the ﬂﬂlI_j3ELﬂﬂ_ﬂiﬂilﬂblﬂ_tﬂdHEMEﬂ_ﬂhﬂ wanted to combine
the role of motherhood with an outside occupation. The Italian
Minister sppeated to accept that the potenkial gffect on the family
would make these directives unworkable as they stand. This is a
further point which can and will be used to oppose the directives.

=t ¥ S

8. Coples of this letter go to recipients of yours.
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HELER DUDLEY
Private Secretary
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I attach a minute from the Health Secretary about a European
Commission proposal for a resolution on improving the prevention 1}/-2.
| T

—_— : :
and treatment of acute human polsSoning.
e — ——— —_ —

Mr. Clarke points out that to accept the proposal as it stands

would mean the United Kingdom conceding competence on a health

issue, which we have always resisted. However there is a good

chance of getting it accepted as a Mixed Decisinn, which would

not concede cnmpetence but would allow for the establishment of
an Adv1sury Enmmittae nf national experts tD‘EQEEQE_Ehé__
Eﬂmmlsslun in reviewing data collection and information on
antidotes. The alternative to acccpt1ng a Mixed Decision ‘would
be to exercise our veto. Mr. Clarke adjudges that this would do
considerable harm to bur reputation and medical scientific

standing.

The Attorney General agrees with the Health Secretary that we
should go for a Mixed Decision, with some further conseguential
amendments to eliminate reference to a Community policy and
programme of action. The Foreign and Commonwealth Office are
also content.

Agree to the Health Secretary's proposal?

2 %’;\) L oNE voedi
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CHARLES POWELL Ak, A Vre s

21 JULY 1990

CLrs - A~ LD~

M

e

§ f
= Oug! AR




o

=Ty
! -

e

10 DOWNING STREET

L{m I {-Lt-aﬂ;.a'.:_,,_f' .-L.t_.:-u_-,f,l_,,;,H
qﬂm Feo o f’-l—q. s

.La,h..a.{ e Healll posanle od




UNCLASSIFIED
160545
MODHIAN 9333

UNCLASSIFIED

FM UKREP BRUSSELS

T0O IMMEDIATE FCO

TELNO 2248

OF 181542 JULY 90

INFO ROUTINE EUROPEAN COMMUNITY POSTS

FRAME ECONOMIC

PROPOSAL FOR A THIRD NON-LIFE INSURANCE DIRECTIVE

SUMMARY
1. THE COMMISSION TODAY APPROVED A PROPOSAL DESIGNED TO PROVIDE
SINGLE HOME COUNTRY AUTHORISATION FOR GENERAL INSURERS VALID
THROUGHOUT THE EEC. IT 1S THUS THE EQUIVALENT INTHE GENERAL
INSURANCE SECTOR, OF THE SECOND BANKING CO=-ORDINATION DIRECTIVE AND
THE PROPOSED INVESTMENT SERVICES DIRECTIVE, WITH THE SAME ''SINGLE
PASSPORT'' CONCEPT. A PROPUSAL ON LIFE ASSURANCE IS STILL EXPECTED

BY THE END OF THE YEAR. — ee——

2. THE PROPOSED DIRECTIVE ALSO HARMONISES, ON A LIBERAL BASIS,
CERTAIN MINIMUM PRUDENTIAL REQUIREMENTS TO ENSURE THE FINAMNCIAL

STABILITY OF INSURANCE FIRMS OPERTING IN THE COMMUNITY. THESE
REAUTREWNENTS CONCERN IN PARTICULAR THE ADMISSIBILITY,. VALUATION,
DIVERSIFICATION AND LOCALISATION OF ASSETS REPRESENTING TECHNICAL
RESERYES.

3. ON THE BASIS OF THIS MINIMUM HARMONISATION, THE DIRECTIVE
ADOPTS THE PRINCIPLE OF THE MUTUAL RECOGNITION OF AUTHORISATION AND
SUPERVISORY SYSTEMS, AND THENCE THE PRINCIPLE THAT THE PRUDENTIAL
SUPERVISION OF AN INSURANCE FIRM, INCLUDING ITS BRANCHES ESTABLISHED
IN OTHER MEMBER STATES, SHOULD FALL WITHIN THE EXCLUSIVE COMPETENCE
OF THE FIRM'S HOME STATE AUTHORITIES WHICH AUTHORISED IT IN THE
FIRST PLACE. THE PROPOSAL WILL STATE THAT THE DIRECTIVE SHOULD BE
IMPLEMENTED BT 1 JANUARY 19%93.

DETAIL

4. THE COMMISSION TODAY APPROVED A PROPOSAL FOR A THIRD MOMN-=LIFE
INSURANCE DIRECTIVE, THE S50-CALLED NON-LIFE FRAMEWORK DIRECTIVE.
ALTHOUGH WE DO NOT HAVE A FINAL TEXT, WE ARE ASSURED THAT IT DIFFERS
LITTLE FROM THE DRAFTS ALREADY IN THE HANDS OF THE DTI. THE MAIN
CHANGE 15 THE INSERTION OF A NEW ARTICLE (43 BIS) WHICH STATES THAT
WHERE HEALTH INSURANCE DOUBLES FOR SOCIAL SECURITY, IT WILL BE

PAGE 1
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TREATED AS COMPULSORY INSURANCE, FALLING UNDER ARTICLE 8 OF THE
SECOND NON-LIFE INSURANCE DIRECTIVE AND 27 OF THE CURRENT DIRECTIVE.
OMLY FOR COMPULSORY INSURANCE WILL MEMBER STATES BE PERMITTED TO
REQUIRE SYSTEMATIC PRE NOTIFICATION OF POLICY CONDITIONS SO THAT
THEY MAY ASCERTALN THAT THESE POLICIES FULFIL THE DELIGATIONS
IMPOSED BY LAW. THIS HAD BEEN DONE TO ASSUAGE GERMAN SENSITIVITIES.
NEVERTHELESS, THE GERMANS ARE LIKELY TO REACT NEGATIVELY TO THE
PHASING OUT OF CERTAIN INSURANCE MONOPOLIES (ARTICLE 3) AND THE END
OF A DEROCGATION WHICH ALLOWED THEM TO REQUIRE HEALTH IMNSURANCE TO BE
UNMDERWRITTEN BY SPECIALIST COMPANIES (ARTICLE 5).

5. THE PROPOSAL MARKS A BREAK WITH THE APPROACH TO GENERAL
INSURANCE WHICH HAS BEEN ACOPTED UNTIL NOW, WHEREBY A RELATIVELY
LIBERAL REGIME, UNDER HOME COUNTRY CONTROL WAS APPLIED TO WHOLESALE
(LARGE RISK) BUSINESS. WHILE RETAIL (MASS RISK) BUSINESS REMAINED
UNLIBERALISED UNDER HOST COUNTRY CONTROL. FROM THE ENTRY INTO FORCE
BY THE DIRECTIVE, ALL GENERAL INSURANCE ACTIVITIES WILL BE SUBJECT
TO A SINGLE SYSTEM OF AUTHORISATION AND SUPERVISION UNDER HOME
COUNTRY CONTROL. THIS PROPOSAL AMENDS THE FIRST AND SECOND NON-LIFE
DIRECTIVES IN CONSEQUENCE.

6. THE THIMKING BEHIND THE DIRECTIVE IS IDENTICAL TO THAT BEHIND
THE SECOND BANKING DIRECTIVE AND THE PROPOSED INVESTMENT SERVICES
DIRECTIVE: THE HARMONISATION OF ESSENTIAL PRUDENTIAL RULES, THE
MUTUAL RECOGMITION OF SUPERVISORY SYSTEMS, THE GRANT OF A SINGLE
AUTHORISATION VALID THROUGHOUT THE COMMUNITY BY THE HOME COUNTRY
AUTHORITIES, WITH FINANCIAL SUPERVISION EXERCISED EXCLUSIVELY BY
THOSE SAME AUTHORITIES.

7. THROUGH THE SINGLE AUTHORISATION AND THE PASSPORT THE
DIRECTIVE PROVIDES THE EQUIVALENT FREEDOM OF ESTABLISHMENT AND TO
PROVIDE SERVICES FOR COMMUNITY GENERAL INSURERS AS THOSE FOR BANKS
IN THE SECOND BANKING CO-ORDINATION DIRECTIVE. AND PROMISED TO
INVESTMENT FIRMS BY THE INVESTMENT SERVICES DIRECTIVE. IT THUS DOES
AWAY WITH THE CURRENT PROHIBITION OF QUOTE CUMUL UNQUQOTE: THE
SIMULTANEOUS PURSUIT OF BUSINESS BY WAY OF ESTABLISHMENT AND BY WAY
OF FREEDOM OF SERVICES (ARTICLE 33). AN INSURER WILL BE ABLE TO
BRANCH OR PROVIDE CROSS=-BORDER SERVICES THROUGHOUT THE COMMUNITY IN
THOSE CLASBES OF INSURANCE FOR WHICH IT HAS BEEN AUTHORISED BY ITS
HOME STATE. THESE CLASSES REMAIN AS LISTED IN THE ANNEX TO THE FIRST
INSURANCE DIRECTIVE.

8. APART FROM THE SINGLE AUTHORISATION (ARTICLE 4) AND THE
PASSPORT (ARTICLE 5), THERE ARE A NUMBER OF PROVISIONS SIMILAR TO

PAGE 2
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THOSE IN THE SECOND BANKING DIRECTIVE AND THE INVESTMENT SERVICES
DIRECTIVE EG THE FITNESS AND PROPERNESS OF MANAGEMENT (INCLUDED WITI
THE MINIMUM AUTHORISATION REQUIREMENTS IN ARTICLE &). AND OF MAJOR
SHAREHOLDERS CARTICLE 7) THE REQUIREMENT TO ENSURE SOLVENCY ON A
CONTINUING BASIS AND TO ENSURE THAT SOUND INTERMAL CONTROLS ARE
MAINTAINED (ARTICLE BY. OTHER SIMILAR FEATURES INCLUDE THE ABILITY
OF THE HOME STATE SUPERVISORS TO CONDUCT ON THE SPOT EXAMINATIONS IN
A HOST STATE CARTICLE 9), SANCTIONS AND THE RIGHT TO APPEAL TO THE
COURTS CARTICLE 10) AND THE WITHDRAWAL OF AUTHORISATION (ARTICLE 12
AND 13)., THE MOTIFICATION PROCEDURES FOR COMPANIES BRANCHING OR
PROVIDING CROSS BORDER SERVICES FOR THE FIRST TIME (ARTICLE 28-29
AND 30-32 RESPECTIVELY) WHICH ALSO SET OUT THE FORMS OF COOPERATION
BETWEEN SUPERVISORS, LIKEWISE PARALLEL THE BANKING DIRECTIVE. THE
RIGHTS OF HOST STATES TO TAKE ACTION AGAINST COMPANIES WHICH
INFRINGE NATIONAL LAWS AND WHERE MEASURE TAKEN BY THE HOME STATE
SUPERVISORS ARE SET OUT IN ARTICLE 35 ARE INSUFFICIENT. HOST STATES
MAY ALS0 REQUIRE CERTAIN STATISTICAL INFORMATION FROM HOME STATE
AUTHORITIES C(ARTICLE 39) AND THAT COMPANIES PROVIDING CROS5 BORDER
SERVICES PARTICIPATE, ON A NON DISCRIMINATORY BASIS, IN CLAIMS
SETTLEMENT AND OTHER GUARANTEE SCHEMES.

9. ARTICLES 15-23 ESTABLISH HOME COUNTRY CONTROL OF TECHNICAL
PROVISIONS. WHILE TECHNICAL PROVISIONS WILL BE DEFINED AND
CALCULATED ON A BASIS TO BE AGREED IN THE INSURANCE ACCOUNT
DIRECTIVE, HOME COUNTRIES WILL BE FREE TO SET THEIR OWN RULES
GOVERNING TECHNICAL PROVISIONS SUBJECT TO A GENERAL PRINCIPLE OF
PRUDENCE C(ARTICLE 17), AND TO CERTAIN MINIMUM STANDARDS ON THE
ADMISSIBILITY OF INVESTMENTS WHICH REPRESENT TECHMNICAL PROVISIONS
(ARTICLE 18}, ON THEIR DIVERSIFICATION (ARTICLE 19), VALUATION
(ARTICLE 20),. AND SUBJECT TO A CAP OF 20 PERCENT ON THE FOREIGN
CURRENCY MISMTCH WITH THE ABILITY T0 MATCH 100 PERCENT IN ECU
(ARTICLE 21). ARTICLE 15 ALS0 ABOLISHES THE REQUIREMENT THAT
TECHNICAL RESERVES BE LOCALISED IN THE COUNTRY WHERE BUSINESS I3
CARRIED 0OUT, CONSISTENT WITH THE FREEDCOM OF CAPITAL MOVEMENTS IN THE
COMMUNITY. HEMCEFORTH COMPANIES MAY LOCALISE TECHNICAL PROVISIONS
ANYWHERE IN THE COMMUNITY. MEMBER STATES WILL NO LONGER BE ABLE TO
REQUIRE INVESTMENT IN PARTICULAR TYPES OF ASSET.

10. THE CALCULTION OF THE SOLVENCY RATIO IS UPDATED BY THE
INCLUSION OF SUBORDINATED LOAN STOCK AMONG ALLOWABLE CAPITAL
INSTRUMENTS. TO BE ELIGIBLE, THE STOCK MUST SATISFY THE SAME
CONDITIONS AS LAID OUT IN THE OWN FUNDS DIRECTIVE FOR CREDIT
INSTITUTIONS (ARTICLE 22).

PAGE 3
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11. IN THE INTERESTS OF CONSUMER PROTECTION, THEPRIME TEST
DETERMINING THE CHOICE OF LAW APPLICABLE TO THE CONTRACT IS THE
HABITUAL RESIDENCE OF THE POLICY-HOLDER. HOWEVER, GREATER FREEDOM [N
CHOICE OF LAW IS5 ALLOWED THE MORE SOPHISTICATED (ARTICLE 24).
OTHERWISE, OMLY THOSE CONSUMER PROTECTION MEASURES IN THE GENERAL
GOOD MAY BE APPLIED (ARTICLE 25). MEMBER STATES MAY NOT REQUIRE THE
SYSTEMATIC PRE NOTIFICATION AND APPROVAL OF POLICIES (EXCEPT ON
COMPULSORY INSURANCE, ARTICLE 2T), PREMIUM SCALES AND PRINTED
DOCUMENTS SENT TO POLICY HOLDER CARTICLES & + 28). IN THE EVENT OF
THE WINDING-UP OF AN INSURAMNCE COMPANY, ALL POLICY HOLDERS RANK
EQUALLY IRRESPECTIVE OF NATIONALITY,., OR WHETHER THE POLICY WAS
WRITTEN ON AN ESTABLISHMENT OR SERVICES BASIS (ARTICLE 37).

12. THERE ARE NO COMITOLOGY PROVISIONS ATTACHED TQ THIS PROPOSAL.
THE PROPOSED ESTABLISHMENT OF AN INSURANCE COMMITTEE TO FULFIL THIS
ROLE OVER THE WHOLE FIELD OF NON-LIFE AND LIFE INSURANCE 1S COVERD
BY A SECOND DIRECTIVE WHICH THE COMMISSION HAS ALSO APPROVED TODAY

(SEE MY IFT2.,

: 13. AS FAR AS TIMING IS CONCERNED, COMMON POSITION IS ENVISAGED
BY JUNE 1991, WITH FORMAL ADOPTION IN DECEMBER 1991. GIVEN THE

DIFFICULTIES THAT THIS PROPOSAL MAY CAUSE S0ME MEMBER STATES, THIS
MAY BE SOMEWHAT OPTIMISTIC. THE DIRECTIVE WILL STATE THAT IT SHOULD
ENTER INTC FORCE ON 1 JANUARY 1993. WE HAVE BEEN ASSURED THAT THE
COMMISSION RECOGNISES THAT THIS IS NOT A REALISTIC EXPECTATION, BUT
IS A COSMETIC DEVICE TO MAINTAIN THE INTEGRITY OF THE SINGLE MARKET
PROGRAMME .
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Ref. AD9Q/1730

PRIME MINISTER

Cabinet: Community Affairs

a el Mr Howard may report on the informal meeting of Labour and
Social Affairs Ministers on 12 July. Maln polnts were:

Presidency statement about their priorities, concentrating
on Social Action Frogramme proposals already published, but
also mentioning protection of workers against asbestos

(which we can generally support). =i

Mr Howard had support from several other member states in

criticising the use of Article 100a as legal base of one of
A T TR T |

the part time/temporary work directives; nevertheless most

menber states were prepared for the Council to set the legal

issues to one side until the substance of the directives has

e e E———— —

been discussad.

e —

2. Mr Wakeham may report on the informal meeting of Energy
Ministers which Mr Baldry attended on 16 July. Main points were:

The FPresidency put forward an ambitious paper on a commen
enerqgy policy, which emphasised new initiatives on enerqgy
and the environment at the expense of liberalisation of the
internq}_ggexgy_g§£yet. This drew a sceptical respanse from

[ S

the UE, France, Germany and other member states, who polinted

out in particular the need to avoid duplication of work in

other fora (in contrast to the Lubbers ideas circulated at
Dublin, which were genearally welcomad).

=

i S——
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Despite this sceptical reception, the Freslidency's
subsequent press conference gave the impression that their

paper had largely been accepted. Mr Wakeham will write

warning colleagues to exﬁact this type of tactic and
suggesting that officials should consider how to handle it

——

in future. —

—

The Commission proposed that the IGC on institutional reform
should also revise the ECSC and EURATOM Treaties.

< 2 The Foreign Secretary will wish to report on the Foreian

Affairs Council which he attended on 16-17 July. Main points
wWara:

Widespread support for proposal that Commnission should
agsgess overall financial consegquences of EC assistance to
Eastern Europe: however an updateﬁ'enahling regulation was
blocked by a Greek reserve over treatment of Yugoslavia. At

the UK's suggestion, signature of the Trade and Cooperation
agreement with Romania was postponad pending further
discussion at the September FAC. Council discussion of the
Commission's initial study of ggsistance for the USSR is
expected in October, as a contribution to the wider IMF-led

exercise.

Procedures for preparing the IGCs on EMU and peolitical unign
were outlined by the Presidency. Delors called for a study

of the URK's recent EMU proposals.

Presidency-inspired discussion of +the Sogial Action
Programme was remitted to the Social Affairs Council.

CONTIDENTIAL




CONFIDENTIAL

The Presidency introduced its proposal for a HMediterranean
Bank (on the EBRD model). The Commission expressed caution,
and the proposal was remitted (without endorsement) for
study by officials.

A satisfactory discussion of GATT, with agreement that the
de Zeeuw text is acceptable as a basis for continuing
negnfzhtlﬂns, and thaEJEﬁ;“Eﬁmmissian can float 1ts ideas on
dispure settlement in Geneva next week.

Tre 5.

ROEIN BUTLER

18 July 1330
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EUROPEAN PARLIAMENT PLENARY, STRASBOURG, 12 JULY 1990:

ITALIAN PRESIDENCY PROGRAMME

SUMMARY

1. AN AMBITIOUS PRESENTATION BY DE MICHELIS DOF PRESIDENCY
PRIODRITIES AND ALS0 IDEAS FOR INSTITUTIONAL REFORM. A& MAJOR EFFORT
PLANMED TO PREPARE THE TWO IGCS. ENCOURAGEMENT TO THE COMMISSION TO
PUT FORWARD SOCIAL MEASURES ON LEGAL EASES ALLOWING FOR QM.

ENVIRONMENTAL INITIATIVES FOR THE MEDITERRANEAN AND THE ALPS AND
PRESSURE FOR MORE AID FOR AND CONTACT WITH NORTH AFRICA AND LATIN
AMERICA. THE PRESIDERCY WOULD AIM FOR UNIFIED COMMUNITY POSITIONS IM
INTERNATIONAL FORA, ESPECIALLY CSCE. DELORS ADDRESSED INSTITUTIONAL
QUESTIONS . WARNING THE FARLIAMENT NOGT TO BE OVER AMBITIOUS. THE
RIGHTS OF THE MEMBER STATES HAD TD BE RESPECTED. GISCARD D"ESTAING
(FRANCE, LIBERAL) THOUGHT THE HARD ECU PROPOSAL A USEFUL
CONTRIBUTION TO THE EMU DEBATE. FATTERSON (UK, EDG) PROMOTED IT AND
GREATER EMPHASIS ON IMPLEMENTATION.

DETAIL
SPEECH BY DE MNICHELIS

2. INTRODUCING THE ITALIAN PRESIDENCY PROGRAMME TO THE EUROPEAN
FARLIAMENT . DE MICHELTSE REFERRED TO THE MEW PERSPECTIVES OFEMED UP
BY DEMOCRATISATION IN EASTERN EUROPE. THE CONSOLIDATION OF EC
INTEGRATION HAD NEVER BEEN MORE IMPORTANT AND HE WARMNED AGAINST
EXCESSIVE PRUDENCE. IT WAS HARDLY POSSIBLE TO BE TOD AMBITIOUS.
ALTHOUGH NOT EVERYTHIMG COULD BE ACHIEVED IN THE NEXT FEW MONTHS, IT
SHOULD NONETHELESS BE POSSIBLE TO CONSTRUCT THE LAUNCHING PAD FOR A

PAGE 1
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QUALITATIVE LEAP FORWARD TOWARDS POLITICAL UNION. THE FIRST PRIORITY
WAS TO CONSOLIDATE THE COMMUNITY'S OWN INTEGRATIDN, NOTABLY THROUGH
THE PREPARATION OF TWO IGCS WHICH SHOULD LEAD BY THE END OF 1992 TO
A& QUITE MNEW ORDER.

3, ON THE SINGLE MARKET THE PRIME OBSTACLE WAS THE NATIONALISM
OF THE MEMBER STATES IN TAXATION MAJTERS. THE IMPETUS OF COMMUNITY
ACTIVITY WAS LIMITED BY UNANINITY VOTING. THE COMMUNITY COULD NOT
REMAIN COMSTRAINED BY THE EGOTISM OF THE INDIVIDUAL MEMBER STATES.
THE MEDIUM AND LONG TERM OBJECTIVE WAS FISCAL HARMOWISATION. IN THE
SHORT TERM THERE SHOULD BE TENMPORARY SOLUTIONS TO ALLOW THE
ELIMINATION OF FRONTIERS WITHOUT RISKING SERIOUS PROBLEMS FOR
TAXATION, FRAUD, OR DISTORTIONS OF MOVEMENTS OF CAPITAL OR GOODS,

4. PRIORITY SECTORS INCLUDED SOCIAL AFFAIRS, IMMIGRATION,
TRANSPORT, TELECOMMUNICATIONS, FINANCIAL SERVICES AND PUBLIC
PURCHASING. THE WAIN OBSTACLE TO SOCIAL POLICY WAS THE
DECISION=MAKING MECHANISM IN THE COUNCIL. THE PRESIDENCY WOULD
ENCOURAGE THE COMMISSION TO PUT FORWARD ITS SOCIAL ACTION PROGRAMME
ON LEGAL BASES PROVIDING FOR QUALIFIED MAJORITY VOTING. IT WAS
INDISPENSABLE TO SEEK AGREEMENT BY THE END OF 1990 ON THE FIRST PART
OF THE ACTION PROGRAMME, IE DIRECTIVES ON ATYPICAL WORK, WORKING
HOURS AND WORKER PARTICIPATION IN EUROPEAN COMPANIES. THE GENERAL
AFFAIRS COUNCIL SHOULD ALSO DEFINE WAYS IN WHICH FLOWS OF IMMIGRANTS
COULD BE HANDLED. THE SINGLE MARKET REGQUIRED A EURQOPEAN TRANSPORT
SYSTEM BASED ON A DOUBLE STRATEGY OF GOODS TRANSPORT BY ROAD ON
PREFERENTIAL CORRIDORS AND ON NEW RAIL LINKS.

5. IN THE HEALTH SECTOR PARTICULAR PRIORITIES WERE VETERIMNARY,
PHYTO-SANITARY AND PHARMACEUTICAL MEASURES, ON WHICH HE APFEALED TO
THE EP TO ROVIDE RAPID OPINIONS. ON THE ENVIRONMENT THE PRESIDENCY
WOULD STRIVE TO SET UP THE EUROPEAN ENVIRONMENT AGENCY AND WOULD
ALS0 PROMOTE MEW INITIATIVES FOR THE DEFENCE QF THE MEDITERRAMEAN
AMD THE ALPS FROM THE EMVIRONMENTAL THREATS.

&. IMPLEMENTATION OF THE FIRST STAGE OF EMU WAS CONVINCING THE
DOUBTERS AND SHOWING THE WAY TOWARDS POOLING SOVEREIGNTY. WORK ON
PREPARING THE EMU IGC WAS ALMOST COMPLETE AND THERE WAS A LARGE
CONSENSUS FOR THE DELORS REPORT DBJECTIVES. THE REMAINING CHOICES
WERE POLITICAL AND CONCERNED A SINGLE CURRENCY, THE EXTENT OF
COMMUNITY CONTROL ON NATIONAL BUDGETARY POLICIES, THE LINK BETWEEN
ECONOMIC AND SOCIAL COHESION AND MONETARY POLICY, THE ROLE OF THE
ECU, THE SCOPE OF STAGE 11 AND THE NEW INSTITUTIONAL BALANCES. THE
FRESIDENCY WOULD WORK TO ENSURE THAT WHEN THE EMU IGC OPENED ON 13

FPAGE 2
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DECEMEBER THERE WAS ALREADY A BASIC TEXT AVAILABLE TO FACILITATE
NEGOTIATION. GREATER UNITY ON ECONOMIC MATTERS WOULD ENABLE THE
COMMUNITY TO PROMOTE CONSTRUCTIVE INTERNATIOWAL IMITIATIWES SUCH AS
A PAYMENTS UNICOMN OR A STABILISATION FUND FOR EASTERN EUROPE
INCLUDING THE SOWIET UNION.

f. THE POLICITAL UNION IGC SHOULD ALLOW A RUALITATIVE LEAP
FORWARD BEYOND THE HORIZLONS OF MNATIONAL SOVEREIGHTY. IT SHOULD START
WORK ON 14 DECEMBER ON THE BASIS OF A REPORT LIKE THE ONE PRECEDING
MEGOTIAITON OF THE SINGLE ACT. HE WOULD PROPOSE AT THE JULY FAC THAT
PERSONAL REPRESENTATIVES OF FOREIGN MINISTERS IMMEDIATELY START WODRK
Ol A TEXT GOING BEYONMD THE GUESTIONS FOSED IN THE DOCUWENT AFPROVED
AT DUBLIN. WHILE PLAYING THE ROLE OF MEDIATOR BETWEEN THE DIFFERENT
TEKNDENCIES INTHE COMMUNITY, THE PRESIDENCY WOULD DEVOTE ALL ITS
EFFORTS TO ENSURING THE MAXIMUM TRANSFER OF SOVEREIGNTY TO COMMUNITY
INSTITUTIONS.

B. FOUR KEY ELEMENTS THE FREEIDEHET WOULD ADDRESS WERE:
——— —— =
~ BRINGIMG POLITICAL CO-OPERATION WITHIM THE COMMUNITY FRAMEWORK,
WHICH HHULB INVOLVE CHANGES TO THE DECISION-MAKING PROCESS,
IMPLEMENTATION AND EDHFETEHEE WHICH WOULD HAVE TO BE EXTENDED TO
SECURTTY WUESTIONS:

= EXTENDING THE TREATIES TO COVER MORE EFFECTIVELY THE SOCIAL

DIMENSION, IMMIGRATION, ENVIRONMENT AND REINFORCING HUMAN RIGHTS.
FUNDAMENTAL TO THE CONSTRUCTION OF A REAL CITIZENS EUROPE, WHILE NOT
NEGLECTING HWEALTH, CULTURE, EDUCATIOM, CIVIL PROTECTION, DRUGS,
TERRORISM AND ORGANISED CRIME. QM VOTING ON SOCIAL QUESTICNS WAS AN
ESSENTIAL PRE-REQUISITE OF THE SOCIAL EUROPE WITHOUT WHICH IT WOULD
BE IMPOSSIBLE TO CREATE A SINGLE MARKET:

= ENSUHING DEMOCRATIC DEVELOPMENT BY GIVING THE EP CO-DECISION, THE
RIGHT TO RATIFY EXTERNAL AGREEMENTS AND TREATY CHANGES AND CONTROL
OVER THE NOMINATICN ARD ACTIVITIES OF THE COMMISSION, WHILE
ENVISAGING ALSO A GREATER ROLE FOR MATIONAL PARLIAMENTS. THE
EUROPEAN COUNCIL'S ROLE SHOULD BE DEFINED MORE PRECISELY AND CARE
WOULD BE TAKEN TO RESPECT THE RIGHTS OF THE MEMBER STATES, WHICH
SHOULD IN TURN RESPECT THE EIGHTS OF THE REGIONS:

= REINFORCING THE EFFICIENCY OF THE COMMUNITY NOTABLY BY
INTRODUCING QM WOTING, REIMFORCING THE EXECUTIVE POWERS OF THE
COMMISSION, COURT OF JUSTICE AND COURT OF AUDITORS AND EXAMIMNING
REVISIONS OF THE BUDGET PROCEDURES ANMD OWN RESOURCES.
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TO0 ASSURE ADEQUATE EP INPUT, THE PRESIDENCY WOULD ORGAMNISE TWO
INTER=INSTITUTIONAL MEETINGS IN SEFTEMBER AND OCTOBER, ONE FODR EACH
16C. THE ITALIAN PARLIAMENT WOULD ALSO BHE HOSTING THE "'ASSIZES'' OF
THE EF AND NATIONAL PARLIAMENTS.

2. DE MICHELIS EMPHASISED THE COMMUNITY'S ROLE IN FACILITATING
THE SHOOTH INTEGRATION OF A UNIFIED GERMANY. THE FRESIDENCY WOULD
WORK CLOSELY WITH THE COMMISSION AND THE TWO GERMAN STATES. HE
FAVOURED AN INTER-INSTITUTIONAL AGREEMENT ON THE MODALITIES OF RAFILD
APPROVAL OF THE TRANSITIONAL MEASURES PACKAGE. HE ALSD INTENDED AT
THE RIGHT MOMENT TO ASSOCIATE THE GDR FOREIGN MINISTER WITH THE FAC.

10. ON EXTERNAL ISSUES HE ENVISAGED AN INNOVATORY AGREEMENT WITH
EFTA, GUARANTEEING THE EFFECTIVE PARTICIPATION OF EFTA GDVERNMENTS
IN THE MAMNAGEMENT OF & EUROPEAN ECONOMIC AREA, WHILE RESPECTING THE
AUTONOMY OF COMMUNITY DECISION-MAKING. EASTERN EUROPE WOULD NEED
HELP BOTH THROUGH THE EBRD AND PRIVATE INVESTMENT. AN IMPORTANT
ELEMENT OF THE AGREEMENTS TO EBE NEGOTIATED BY THE COMMISSION WAS A
POLITICAL DIALOGUE. BY 1991 THE PRESIDENCY HOPED THESE AGREEMENTS
WOULD BE IN PLACE. IT WAS IMPORTANT TO EMSURE THAT THE SOVIET UMNION
FELT FULLY ASSOCIATED WITH THE NEW EUROPEAN ARCHITECTURE AND THE
COMMUNITY SHOULD NOT FAIL TO SUPPORT THE SOVIET UNION'S TRANSITION
TO A FREE MWARKET SYSTEM, EVEN IF IT WAS NECESSARY TO DISCUSS
CAREFULLY HOW T0O DO S0. THE COMMISSION WOULD BE PRESENTING A REPORT
TO THE OCTOBER FAC FOR CONSIDERATION BY THE EUROPEAN COUNCIL.
RELATIONS WITH THE US AND CANADA WERE OF FUNDAMENTAL IMPORTANCE AND
WOULD BE STRENGTHENED BY A TRANS-ATLANTIC DECLARATION. ANDREOTTI
WOULD BE IN WASHINGTON BEFORE THE CSCE SUMMIT TO CONCERT A UNITED
WESTERN POSITION FOR THAT MOST SIGNIFICANT INTERNATIONAL POLITICAL
EVENT OF THE YEAR.

11. PROSPECTS FOR A SATISFACTORY CONCLUSION OF THE URUGUAY ROUND
HAD IMPROVED AND THE HOUSTON SUMMIT WAS AN IMPORTANT STEP TOWARDS A
BALANCED PACKAGE. IT WAS NECESSARY TO0 REAFFIRM THE MULTI-LATERAL
APPROACH AND SUPPRESS UNILATERAL ACTION. AT ALL MAJOR INTERMATIONAL
MEETINGS THE PRESIDENCY WOULD AIM TO SPEAK WITH ONE WOICE IN THE
MAME OF THE COMMUNITY. IT WAS NO GOOD WAITING FOR INSTITUTIONAL
REFORM BEFORE DOING $0. THIS APPLIED IN FARTIUCLAR TO THE CSCE
SUMMIT WHICH WOULD GIVE BIRTH TO THE FUTURE PAN-EUROPEAN
INSTITUTIONS. IT WAS VITAL TO AGREE A SOLID COMMUNITY POSITION. THE
NEW SECURITY STRUCTURES WOULD HAVE THE CSCE AS A FRAMEWORK,. BUT
SHOULD ALSO INVOLVE EXISTING WESTERN INSTITUTIONS, SUCH AS A NATO,
THE EC AND THE COUNCIL OF EUROPE.
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12. DE MICHELIS ARGUED FOR AN EXTENSION OF EC DEVELOPMENT AID.
NOTHELY FOR THE MEDITERRANEAM AND LATIN AMERICA. HE SOUGHT SOLUTIONS
TO THE ARAB/ISRAEL DISPUTE AND THE INTOLERAELE SITUATION IM THE
OCCUPIED TERRITORIES. THE PRESIDENCY WOULD MEET BOTH THE ISRAELI
FOREIGN MINISTER AND THE ARAB LEAGUE. FOR THE MEDITERRANEAN, THE
PRESIDENCY SOUGHT THE COMPLETION OF EXISTING BILATERAL AGREEMENTS BY
ACCORDS WITH REGIONAL ORGANISATIONS NOTABLY THE ARAB=CO=0OFERATION
COUNCIL AND THE MAGHREB. THE COMMUNITY SHOULD S5HOW CONCRETE
SOLIDARITY WITH LATIN AMERICA AND ACHIEVE HERE ALSO A QUALITATIVE
LEAP FORWARD INSTITUTIONALLY. POLICY TOWARDS S50UTH AFRICA SHOULD
CONTRIBUTE TO RENDERING IRREVERSIBLE THE PROCESS OF CHANGE. THERE
SHOULD BE REINFORCED CO-OPERATION AND DIALOGUE WITH JAPAN AND A
PRUCENT RESUMPTION OF THE DIALOGUE WITH CHINA. FOREIGN MIMNISTERS OF
THE TRODIKA SHOULD MEET THE CHINESE FOREIGN MINISTER IN NEW YORK AT
THE END OF SEPTEMBER.
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ROYAL COURTS OF JUSTICE
LOMDON, WC24A 2LL

01 -936 820

The Bt. Hon. EKenneth Clarke QC, MEP,
Secretary of State for Health,
Richmond House,

789 Whitehall,

Laondon,

SWl.

!

f o d“‘ftbut

EURGPE&E_EGHNIEETQH ﬁRGPDEhL FOR A COUNCIL REEDLUTlﬂﬂ

ON IMPROVING THE PREVENTION AND TREATMENT OF ACUTE HUMAN
POISONING T |

I =0
. i

Thank you for copying to me your minute of 26 June to the Prime

Minister.

I have seen a copy of the draft Resolution to which you refer,
and I agree that as it stands it would indeed concede competence
eon a health Iissue. To change the Resolution to a mixed
instrument would improve the positien; the oppertunity should

alsoc be taken to make consequential amendments to the recitals

programme of action.

I am copylng this letter to those to whom your minute was sent.
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Ref. ADSD/1662

PRIME MINISTER

nalineds ity Affai
There have been no EC Council meetings in the last waak.

. Covernment lawyers were informed today that the House of
lords had concluded in prineciple that interim relief should be
granted in the Factortame ({Spanish guota-hopping) I{.‘-ﬂﬁg..-_Thiﬂ-
relief would apply only teo those original applicants who were
excluded from the UK shipping registé§_;h the grounds that their
directors or shareholders were riot resident or domiciled in the

UK. Other grounds of exclusion (eg the requirement that

management, direction and control should be from within the UK)
will not be affected by the ruling. The House of Lords has
invited the parties to settle the details of a formal order. It
will not be possible to judge any wider implications of the
result until the Court's full reascning is published, probably in

october.
3. Forthcoming meetings are:

Informal Social Affaire Council, 11712 July
Informal Transport Council, 12713 July
Informal Energy Council, 16 July

Foreign Affairs Counecil, 16/17 July
Internal Market Council, 17 July

ERB

ROBIN BUTLER
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Menisry af Apriculnere, Fisheries and Food
Whitehall Place, London SWTA 2HH

From the Mindster

PRIME MINISTER

ACTIOHN BY FRENCH FARMEES AGAINST UK EXPORTS

I thought that I ought toc expand slightly on what I said at
Cabinet last week about the difficulties which some British
traders have experienced in France in recent weeks. There are

signs that French producers may be returnind to their old
e E———————

practice of interfering with agricultural consignments,
particularly of lamb and beef. i

The incident I mentioned toock place at Cherbourg on 2/3 July.

Franch producers prevented two BEritish lorries from leaving the

port, threatening to interfere with the cargos unless the lorries

returned to the UK. In another incident, beef and lamb carcasses,
thought to have originated in the UK and Ireland, were hung from
the railings of the prefecture in Angers.

The motive behind these incidents is not altogether clear. It is
unlikely to have been anlki-British feeding as such or to be

'-_-_‘_'__‘1
primarily related to BSE. There have been several incidents

elsewhere in France, directed at i from other countries. It

is more likely that these form part of a campaign by French

—_— —

producers to put pressure on their government to respond to the

present very weak markets, in particular for sheepmeat. But it is
clear that increased levels of British lamb exports are perceived
as one of the key factors behind the weakness of the market.

S — i
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7 qma specific incidents have now been resalugd. The blockade at

Cherbourg, for example, was lifted on 3 July, [(although there are
hinte that difficulties ma y resurface). This was not achieved

without considerable activity on our part. I am particularly

grateful for the fine efforts of our Embassy in Paris, who took
the matter up with the French at gseveral different levels. We are
now pursuing the guestion of compensation, seeking firm

confirmation of an undertaking obtained from Mallet, the Minister

of Agriculture, that the French authorities would ensure that
claims for compensation will be mek.

The developments are unfortunate and we shall c¢clearly need to

conbtinue to be vigilant. They demonstrate once again the
inability ( or unwillingness) of the French authorities to
prevent their producers taking blatantly illegal action. On this
ﬂéE;EI;;: our traders were advised by French officials to return
to England, implying that their safety could not be guaranteed. I
am once again struck by the clear parallel between the illegal

—————

actions of the French producers and the willingness of the French
T =- e E——

government to disregard European Community law whenever it suits

sircchar ez
i;,tn_de-su.

I shall keap you informed of any further significant
developments.

I am copying this minute to Douglas Hurd, MHicholas Ridley,
Malcolm Rifkind, Peter Brooke, David Hunt and to
Sir Robin Butler.

| ]Ef£1
ili=

JG
<] July 1990

Ministry of Agriculture, Fisheries and Food
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FCS/90/130

SECRETARY OF STATE FOR EMPLOYMENT

EC Directives on Part-time and Temporary Work

e

f Thank you for your letter of 24 June on the

Commission’s proposals for directives on fatypical’ work.

e I agree with your approach. We need a vigorous
campaign to secure support for our opposition to
unnecessary regulation in this area. I understand that
officials have prepared material with some geod facts and
figures (as reguested in Charles Powell’s letter of

24 June) to illustrate the costs to business, jobs and
individuals. This will be used with M. Delors, following
hie recent request to me to spell out our difficulties
with these proposals, and in our bilateral contacts. Yol
are seeing the German Minlster on 25 July; and

Francis Maude and I will continue to talk to our

opposite numbers. In addition, we should aim to mobilise
private sector opinion in other countriss, both

employers and employees, to lobby their own Governments

and the Commission.

3 Meanwhile, I had a first go at the Italian

Foreign Minister when he was in London for the

NATO Summit. I tried to do two things. I said that the
Foreign Affairs Council should leave your Social Affairs

JSCouncil
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Council to discuss these issues without interference. I
fear, however, that Mr de Michells will insist that
Foreign Ministers include it on our agenda, and I shall
look for allies in =zeeking to minimise foreign ministers’
involvement in the subject. (I would also oppose QM
voting on proposals which should be taken under
unanimity). Second, and more important, I urged

de Michelis to let the easier social issues come forward
first so that the Italian Presidency can point to

successes (on what are for us uncontentious proposals).

4. I am copying this minute to Cabinet colleagues, the
Attorney General, the Chief Whip and to Sir Robln Butler.

It

(DOUGLAS HURD)

Foreign and Commonwealth Office

7 July 1990
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Thank you for vour 'erf‘fm" of £} A o : ] contents
af whion sre moe% hnelptful and i 1Nz ome the
opportunity Lo disel th fom ail and
agres that it would { nelal i ag Ridley

Were to joi i | i

Naturally, I.am copnsulting my expert oonfidential adviszors,
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s =

i the proglem from our point of view.
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10 DOWNING STREET

LONDON SWI1A JAA

THE FRIME MIMISTER

'rJ..-"-,-‘l'." ,L;,-_:;._.h_.
£
o
Thank you for your letter of 7 June drawing attention to
the significance of the ruling by the Court of Justice in a
commission Case against Greece over fraud in the Community

budget.

The UK attaches great importance to stamping out fraud and
waste involving Community funds. This reguires political will
and determination by member states and the Commission.

I welcome the emphasis in your letter on the need for
member states to prosecute EC fraud as vigorously as domestic
fraud, and to provide for tough penalties. 1In the UK our

arrangements do so. HNonetheless we are reviewing them to see

whether any further improvements are possible.

Fraud against the EC Budget is punishable in the UK under
the same legislation as domestic fraud, and can attract the same
severe penalties. For example, the Act which covers Customs
matters - including own resources and external aspects of the
CAP, which have tended to be particularly prone to fraud -
provides for imprisomment of up to seven years, or an unlimited
fine, or both. The general criminal law alsc applies and the
extensive powers of the Serious Fraud Office are available.
Experts from the Commiseion recently discussed all this in

datail with eur afficials.




I have been encouraged by the increased effort by the

Commission to tackling fraud over the last year or so. The 45-

point action programme and the creation of the anti-fraud unit

were particularly helpful initiatives. The effort should be
maintained. Given the Community's crowded agenda, there is
always a risk that fraud will be overshadowed by other issues.
I would urge you to ensure that the momentum of the fight
against fraud is not allowed to flag. There-is a case for
locking at this guestion = in the wider context of the
Community's financial accountability - during the forthcoming

debata on the effectiveness of the Institutiocns.

Monsieur Jacques Delors.
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Ref. AOS0/1569

PRIME MINISTER

Sabinets © by AFfal

Mr Ridley may mentlon two not wvery eventful Council

meetings:
the 28 June Telecommunications Council, which
adopted a directive on ppen network provision;
reached political agreemant on a useful

liberalising measure on mutual recognition of
telecommunications terminal egquipment (France and

Belgium were outvoted):

briefly discussed postal servicezs, with

praedictable division of views between northern
liberals and southern member states.

the Research Council on 29 June which

agreed three research programmes: EUROTRA
(translation), EURET (transport) and human genome
analysis;

discussed Commission papers on fresearch
cooperation with third countries and Eastern
Eurgpe: Mr Hogg and several others sought
clarification of the financial implicationsz and

urged priority treatment for EFTA.

1
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2. On 28 June the European Court granted a temporary injunction
preventing the FRG from introducing their discriminatory

lorry-tax from 1 July. The injunction will be reviewed at a
fuller hearing on € July; a final ECY judgment on the tax is

expected in 2-3 months.

3. The next Council meeting is on 16/17 July (Foreign Affairs).

leeR.

RCOBIN BUOTLER

3 July 1990

2
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. ( -@i\ Foreign and Commonwealth Office
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Community Fraud: Letter {rom M. Delors
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Qur lepk€r of 13 June enclosed one from M. Delors
to the Prife Minister and other heads of Government,
drawing their attention to the European Court of
Justice's judgment on a case of fraud against the
Community budget. 1 promised & draft reply. Thie is
now enclosed. It has been cleared by the Treasury,
Cabinat Office and Treasury Solicitors.

The draft refers to discussion betwesn commission
and UK officials on fraud. The Director inpn DG XK
responsible for monitoring fraud met UK Customs
pfficials on 25 June, and MAFF officials on 26 June,
to look at our anti-fraud systems. Nething arising
from these discussions affecis the draft reply.

I am copying this letter to John Gieve (HM
Treasurcy) apd Sonia Phippard {(Cabinet Office).

Hﬁﬂ—&.ﬂﬂ

Ll S’mﬁ

(R H T Gozney)
Private Secretary

C D Powall Esg
19 Downing Street




@ M-
N

Draft RBeply from the Prime M) ster

Thank vou Eor yvour letfer of 7 June drawing
attenticon to the significagce of the ruling by the
Court of Justice in a Comgiission Case agalnst

Greece over fraud in theflommunity budget.

The UE attaches gyeat importance to stamping
Ut fraud and waste 1 dalving Community funds.
This requires politighl wWill and determination

by member states and the Commission.

I welcome thef emphasis 1n yvour letter on the
need for mesber sfates to prosecute EC fraud as
vigorously as dogestic fraud, and to provide for
tough penalties In the UK our arrangements do
s, Nonethelegk we aire reviewing them to see whether

any further improvements are possible.

Fraud agpkinst the EC Budget is punishakle
in the UK unger the same legislation as domestic
fraud, and n attract the same severe penalties.
For examplef the Act which covers Customs matters -
including n resources and external aspects of
the CAP, which have tended to be particularly prone
to fraud provides Eor imprisonment of up to sevan
years, orfan unlimited fine, or oth. The general
criminal flaw also applies: and the sxtensive powers
of the Spricus Fraoud Cffice are available. Experts
from thg Commission recently discussed all this

in detafil with our pfficials.

I¥ have been encouraged by the increased effort
Commissicn to tackling fraud over the last
The 45-point action programme and
creation of the anti-fraud unit were particularcly
helpful initiatives. The effort ‘should be maintained.

Given the Community's crowded agenda, there is




always a risk that fraud will be oyershadowed by other
issues. I would urge you €o enﬁuf% that the momantum
of the fight agalnst fraud is ﬂ?i allowed to

There is a case for looking at/this guestion

wider context of the Community's financial
accountability during the firth:uw;ng debate on the

effectiveness of the Institghitions.

M. Jacquas Delors
The Fresldent

Commission of the Furopean Communitiss
f
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