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The Prime M i n i s t e r has r e a d your S e c r e t a r y o f S t a t e ' s paper 

on the above s u b j e c t , which i s t o be t a k e n by E Committee on 

F r i d a y . She has some c e d e n t s on the paper which your S e c r e t a r y 

of S t a t e w i l l w i s h t o be aware of i n advance of t h a t meeting. 


The Prime M i n i s t e r ^ices not f i n d the p r o p o s a l t h a t the 

scheme s h o u l d be widened to i n c l u d e EEC components up t o a 

maximum of 50 per cent c f t o t a l c o n t e n t as at a l l a t t r a c t i v e . 

She r e g a r d s the s u b s i d i s a t i o n of European m a n u f a c t u r e r s , which 

t h i s would i n v o l v e , as u n a c c e p t a b l e . She has a l s o q u e s t i o n e d 

whether the p r o p o s i t i o n would not be c o n t r a r y t o S e c t i o n 8 of 

t h e I n d u s t r y Act 1972. 


I n s t e a d o f w i d e n i n g the scheme as proposed i n the paper, 

o r a l t e r n a t i v e l y p u t t i n g an immediate h a l t t o i t  , the Prime 

M i n i s t e r has s u g g e s t e d t h a t we s h o u l d phase i t out o v e r e i g h t e e n 

months. She a p p r e c i a t e s t h a t t h i s might r e s u l t i n the UK b e i n g 

taken t o the European C o u r t , but. she wonders whether - w i t h 

the scheme b e i n g d e f i n i t e l y pnased out o v e r a p e r i o d - we would 

need t o be too w o r r i e d about an u n f a v o u r a b l e Court d e c i s i o n . 


I am s e n d i n g a copy of t h i s l e t t e r t o M a r t i n V i l e i n the 

C a b i n e t O f f i c e . 
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