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First Enlargement*von which President Giscarﬁ :
had said he wished to make a. statement, eecond, the-'__u
organisation of the’ workiif theEuropean Council third,

W-«"

examination of the variousjetatements in the following orde:

Unemployment 1.-'ff f@;" :
Japan : 7 :
el o ] b
Community reeep#&ea—at the Downing Street
i summit -
Steel i SO
) e Bt

en
ﬂquvwaStatement on the North/South igsué/whfeh

Finally, the European Foundation, which the President of
"M{',n»— 4

the Commission wished to raise. %;Eggéi%;g%g'expressed

1300 :
the’ hope that proceedings would finish by aao-.ie&n=k~"
; E M~ LARCENENT 2 3

. President Giscard referred to the candidature of

Greece and the visits which all had received from the,. 
Portuguese Prime Minister. There would probably be an’
apﬁlication from Spain before the Spanish_election; To
take Pertugal first, the level of agricultural and
industrial development there wae very far from thai 13
the present member countries. We should therefore :
consider whether accession fo'tﬁe Commuqity in the 9155310

sense was the right way forwafd, or whether it would o

lead in practice to a system of permanent exceptions
 CONFIDENTIAL /and derogations
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and derogations The Commission should therefore be
asked to make an extremely thorough study of all the JQ;J
problenm., Would it really be realistc to 1ook forward:

to full membership, with all that it entailed, or rather

to consider some other solution.

Pgesident Giscard said that the Community 8
agricultural regulations were tailored to the present
circumstances of. the Community. The accession of new ,,“

and poorer members would tend to interfere with fair
competition. Accession would only be possible after-
regulations had been defined to ensure complete freedom
of oompetitioo. Then again the views of national 28
need B e vt

parliaments would be . The French Parliament
would certainly have considerations to put forward over
enlargement. Again, the Community institutions had been
establishedtfor a Community of six. Those who were
members of the Commnity of six remembered that they
worked fairly well in that period. Eveninow,fwith
nine members, the procedure for reaching conclusions -
was undesirably cumbersome. It would be impossibly S0
and quite ineffective in a Commmity of twelve. He
did not suggest changes in the relations between the_'
Community institutions-er~che€%§s in their competences.
What would be needed were changes in the way they
worked in practice, for example the rotation of the
Presidency, the question of adding to the size of the
Commission.

Pregident Giscard therefore argued that before the
Community gave a yerdict on the question of new

/accessions 5
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accessions there should be extremely thorouéh'etudiee
carried out. The French poeition was nevertheless ‘,"'g
entirely friendly, particularly 1n eonneetienigith the
accession of Mediterranean countriee which would strengthen

the Latin presence 1n the Community.
o S £ e h e o
ﬁc;ﬂallaghan eaid that Foreign Minieters were to

meet at Leeds Castle on 21/22 May. The atmosphere

ek

there would be particularly condueive to an amicable
general dlscu331on on the whole question of enlargement..
ég.Andreotti said that even without the prospect of -
enlargement it was necessary to have a fresh look at :
the agricultural regulatione which, as_ he had said the
day before, were very favourable to certain products but
did not provide proper safeguards for the so-called
Mediterranean producte. If this problem was not reviewed
soon, serious obstacles would arise for the future working
of the Community, particularly in the context of |
enlargement. He agreed with Pre31dent Giscard about
the functioning of the institutions and the need for an
overall eramination of all the problems of enlargement.
gg;iégéé;égg repeated his suggestion'that the
Foreign_Ministers should take note of the present
discussion and take up the Bubject at Leeds Castle.
The European Council could then come back to it at its
next meeting.
Chancellor Schmidt agreed with that proposal but
made a plea that all member Governments ehould be
careful not to arouse hopes of eoncrete\and immediate
progress on the part of countries which wiehedwto join
the Community. The problems raiabby Preaident Giscard,

/to which
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to which %Andreotti had also referred, needed to be
looked at in mich greater depth.

éézdndreotti said that it was necessary to reconcile

this requirement for further examlnation of the problems

w1th the polltlcal requlrement to forward the development ‘

of democracy in the candidate countries conoerned Hkl
gpgggsted'qhe best way to reconcile these z&qﬁin,men&a

y "“'—r'-\

was to keep ‘in closest contact with the candidate L
countries and not to appear too remote'from them. A
frlendly atti‘tude of this kind would aleo ;ﬁ them
politically. The problem was partly psychologloal.
Particularly in the case of oneiigzggrned it was most
important not to discourage the democratic forces

present there. Members of the Community had elreadypw&ﬁbty
declared their favourable attitude to enlargement,_eo:

that what he was suggesting was nothing new. E&g
Presentation was important. .

Mr—Oeliagiien recalled that the Community had been

over this ground on a number of occeglons. He remembered
covering it when he was Foreign Md ger Iﬁ-his view -
and he was not now speaking as the Presidency = because
the Member States had not.yet decided the final shape"

of the-Community, each application for membership had

to be taken pﬁggigg;ﬁ on its merits. It was quite

right to avoid raisiﬁg illusory hopes on the part of

the caﬁdidates, but the fact was that as long as the
Cdmmunity remained an avowedly open Community, no oneé
wanted to say no. Whenever each of the Member governments
had a visitor from a candidate country membere of the

Government concerned were bound to make positive

/declarations
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declarations in order to help the v1sitor122cf'home. As
long as the ultlmate shape of the Community was not -
J{“ J‘ \“"\ l'.)._f["":\—w) e r(fx_-\v‘fﬁ(_, ‘E‘\'-’Trf"- v”’}j )
settled LPew members must necessarily be lei-inirlth “."

each case being considered pragmatlcally on,i%s_ye{gzsah
But perhaps w1th the prospect of three more Members, it
would be rlght +to have a proper look at the state of .
the Communltx,at thls 1ntermediary'stage)and conslder

Sl 75 L

again what ‘its ultlmate shape should be.

Chancellor Schmidt ag@aaé-w&th—wha%—had—heen—s&t&—
bs#-a&&eé—as—a—iootnaﬁe that in many long discusslons :

with theGreek and Portuguese Prlme Ministers he ha@
repeatedly warned them that formidable problems were
sure to arise aﬁd fhat they'should not expect guick _
solutions. He had put to them snfidéa suggested by the
Fresbh Foreign Minister that candidate countries needed

to be aware of the con31derab1e burdens which membership
-}

had Aiaee
would entail andlpslnt out to them that it would be

wrong to expect them to assume these burdens too soon.
He believed that the Portuguese Prime Minister was
thinking of a traﬁsitional.period lasting a‘decsde,
even after negotiations had oeen concluded. He agreed
with Mr Callaghan's procedural proposal for future
dlscussions.

" Mr Joergensen said that Denmark had a positive

attitude towards enlargement)in aecJ:g;ééglwith the

Treaty of Rome, but that there was a degree of concern

and that it would certainly be right to move slowly..
Denmark's own close relations with the other Nordic countries

/might
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might suffer if the Communlty was enlarged only in one

dlrectlon to thengouth A proper balance must he
establlehed for an enlarged Community. :

Mr Jenkins eaid that when the Portuguese Prime-r
Mlnlster had come to Brussels he had warned him of the
economic and 1nst1tugcnal problems which needed to be
overcome. He had told hlm that the Commlssion would
have to study these in depth?and would hope to produce
its Gplnlon by Chrlstmas, but that it mlght not be .

ready until the end of January, or_even February. The

' BB i  alceplel
‘| Bortuguese Prime Minister, he thought, had exggg%ed :

this and he hoped that member states would not encourage
any manlfestatlons of impatience for a quicker timetable.
Secondly, M¥ Jenk;ns said that he did not belleve :
that-"g;obalisatlon“ was a correct concept if it meant
putting off the Greek negotiations  and holding back on
Portugal so as to hold all three negotiations at once.
Such a procedure would undermine the political welcome
which the Community was extending to new members. But
it would nevertheless_be riéht for the Community
itself to make a giobal &ssessment of the consequences
of enlargement to twelve as it embarked on each set of
negotiations. The likely outcome would be that the
Community would have increased from six to twelve in
a very short time.

Th =0 —
Mr—Ea3iteshan repeated again his suggestion that

Foreign Ministers should discuss this issue at ILeeds

Castle, and that the European Council should take it
up again in June, s Ny way lAC/CI:’f[.-e.A
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document )summarising the ideas so far put forward, Would

s make the right basis for further discussionZ.

President Giscard said he thought detailed

discussion could be remitted to the Foreign Ministers

on the basis of the Presidency document, for a report

to the next Council if agreement had not been reached
in the meanwhile. The Foreign Ministers should be

asked to consider in particular tke guestiens what

et
documents should be Rregared for discussions; and—by—whem;
= — - ] - - J' - e —

T Whether there should be permanent items on the agenda.

1 R aama

L=

SRDER O IREHER-BESTRESS
a¥s . |- y - ___,:.‘ ;- . _.._ o ske .'n ‘the
following orde thedra 0rstatements—or oOTe 5Se

3 9 o . . =
by—the—Presidency growtin—infietion; ~Imemp IOy MenT ees

- (TRITEAEEE S B A lay Mot
' 7 GROWTH, INFLATION AND-BNENPLOYMENT e
A i I\k;’ x"kﬁfv\'-* 7 e/ }-‘._‘_.‘,r{{\ ’ L:-J(.A.»U.(b el M(‘—} vz-«'»-"-",é
w+ﬂgﬁ¢ﬂhe“ ime. Minister said he could agree to the

- 0N
deletion of garouna the reference to a further look at
%
EMU at the end of the year. f

frequently
spoke of the need for convergence/and this was onebrea

Je
in which it would]take further stock. It was agreed
that the statement should be issued to the press.ia—%hé%

-
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%he»ﬂrlmQAMgnlsya; asked whether there were any

8 whl- J e/
obﬁee%iﬁﬁﬁ—%n the draft statemen 'WﬁlCE had been worked out
M., A Ul

by officials. “?fféﬁg,» toel said he thought that,

as the statement added nothing to what the Council had said
in November, it would be more appropriate for the President

to use it in briefing the press. Mr,Tindémans thought it

might usefully 1nc1ude a reference to what President
M adafer Krws ‘7‘ W tvnehisd
Giscard had said the previous day abouﬁ‘the—r&sks-cf

’§£I¥Z§§2ﬂg protectionism. President Giscard said he did

not think this would be appropriate on the statement on
Japan, but Mr Callaghan might explain that this was part
of the spirit in which the various statements by the

Council had been adopted. My- Andreotti thought the Counci

should stress the reed for strict observance of the rules
of competition; Japanese terriers to trade were erected

in areas where Europe was competitive. Mr Jenkins

thought the basic problem was that the Community was not
competitive with Japan in many sectors, though it was true
that we did require more open policies by the Japanese.

It was agreed that it should be left to the-Presidendy to

include these points as appropriate in baekgeeund
briefing of the press; and that the statement would be
issued as drafted, except for a minor emendation

("Japanese imports from the Community" to read "ia—wiZzh

exports to Japan").

== S ’ ME‘V J/[ 5 T
e

ﬁa\bOHFUNITY PARTICIPATION AT THE )
S~ _DOWNING STR%iE‘SUNMIT

1P [
ﬁ¢§;§?_§£:f%gigé«%;nmsterJ%eaH out the consensus reached the

previous evening-and it was adopted as follows:

i




| | i TS e IR e

DSR 11¢

"The President of the Council and the President of
Z};C;Tioéj the Commission will be invited to take part in those
Sessions of the Downing Street Summit at which-items
which are within the competence .of the Community are
discussed. Examplés: of such items are negotiations

about international trade and the North/South Dialogue."

(d) e STERE, ‘n;—ﬂm$~ihwﬁh

Thg,?TlmgﬁM1;%%% ;//;v1ted Mr Jenkins to introduce

[AbL F?
the draft declaratlontagreed by experts. Mr Jenkins
T e ; —_—

said[?he Community steel industry was now in its third

vegar of real crises. In 1976 steel-making capacity was
nearly‘20b4ﬂ§%2ﬁllllon tons, compared.bE:7O million tons
in 1973} 2 actual production was only 134 million tons.
The prices of several products were 60% down on 1974.
Unemployment was particularly heavy in eastern France,
southern Belgium, Luxembourg and Saerda~d , yhere half

the labour force was on short time and there-were plans for

even further reductions overnments could not stand

idly by;ka#Zﬁgizﬁgggégggiassive help or of-~«-—‘=v-’33'~‘-'-l
protectionism ia—eseh—countery would break up Community
cooperation. The solution must be a Community, not a
national, one. The Treaty of Paris gave the necessary
powers ;b the Commission to plan for a major reorganisation
which ideally would produce & Community steel industry that

was thoroughly modern in its equipment and competitive

anywhere in the world. The Commission would be considering
/four
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four main ocbgeet=res:

a. To restore normal market condi£ions by means of
minimum prices for reinforcing steel bars and
by minimum indicative reference prices for other
products. Veluntary arrangements were not
suffieiemts There should be autsmatic import
licences fox seCtonhd—sountries, to be exercised
as a form of control, rather than limitation.

b. There should be an understanding with certain third
countries on voluntary restraints. This already
worked in the case of Japan, South Africa, South
Korea, Spain and Brazil; and others should follow.
Trade with COMECON countries was controlled by
annual agreements with individual member governments.
Fhe Commission would continue discussions with third
countries to keep equilibrium in the market.

c. Substantial finance would be required for
reorganisation. The Commission would subsidise
interest on certain loans, with particular emphasis
on regional requirements.

d. The.Social Fund might be more extensively used
for retraining workers.

S R
I qggking saidLFhe Commission would take the necessary
measures within the treaties and would discuss them with
the Council. He hoped they could count on the general

sympathy of the European Council.

o Grorsed s
Sl U
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Chancellor Schmidt said he could accept the Draft State-

ment as it stood.

President Giscard said the need for Community action was
urgent. If within a few weeks no Community measures had been

taken, Governments would be bound to take their own national

measures. Mr Jenkins Found the peints—wereon the-right tine

andnhelfould accept the Draft Statement. But Ministers

responsible for industry should be instructed to agree soon
on specific measures before it was too late.

M Thorn thought the Draft Statement did not have enough
teeth but he could accept it. Industry Ministers should
discuss immediate steps: the choice was not an academic one
of dirigisme against liberalism; but of Community measuresgn

rg;:%ﬁfional measures which would disrupt the Community market.

The Prime Minister said he had personal experience in his

own constituency of the seriousness of the problem. When an
industry like the steel industry had to contract,the costlxggi
in human terms; it was difficult to find alternative employ-
ment and he liked the Commission's suggestion of using the
Social Fund for retraining. He hoped the Commission would
come forward soon with their ideas. The UK was willing to
cooperate as far as possible.

Chancellor Schmidt agreed with what had been said about

the gravity of the situation but pointed out that the
European Council had not seen any previous studies by the
Council of Ministers. B=e géonomic or Ihdustrial Ministers
should be asked to follow this up soon.

The text of the Statement was then agreed, after

President Giscard had suggested the word "urgent" for

"diligent" in the French text.

(+) MRmemisgres s (=64)
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) {Ehe’m(explalned that the d=eft

Nemwso"m-—a
S e (e

mhvnﬁﬁmﬂLﬂ,)

(m}m
el ylaids *??‘F

he had 3ﬁ§€ circulated was a form of words for him to use as
LPresident at his press conference, rather than a statement by
the Councily “Though he would say that it carried the
agreement of all members.

Chancellor Schmidt said that the Presidency paper -(whieh

he-at%rfbutedﬁto~M4—Homme%9 reflected the agreement reached
lu..-c’ Q’\Jf,ﬂ (g L 2‘ 2

in yeatenéay*s/ﬁ%scu531on.

reference to Commodity Agreements ought to appear in the

el 12
first paragraph since a.Ghmmon Ehnd would nSEngist ﬁ;%ii

there wereACommodlty Agreements.

He thought however that the

After some discussion it
. was agreed to re-cast the order of the sentences to meet this

point. Chancellor Schmidt then said (in English) that he

would like to have some clarification - not for inclusion
in the Statement - of what the European Council members
envisaged as regards the number and nature of Commodity
Price Stabilisation Agreements. He would not wish to be
faced at a later date with a proposal for 25 Agreements; or
for Agreements covering certain major products such as
minerals. If this clarification was not possible he would
prefer to add the phrase "where possible and whean appropriate"
to the text. o sty The s Aotz

ngfffIﬁégﬂéplStﬂf €aid it would not be a good idea to
b vedpie
try aoe—opsi—up

disagreements could be explored.

the agreed text, though the underlying

Mr Den Uyl said he under-—

stood Chancellor Schmidt's reservation but agreed with the
Prime Minister's comment.

Chancellor Schmidt (still speaking in English) emphasised|

that if Mr Den Uyl wanted there to be a large number of

- % w
Commodity Agreements no Community Commimeten policy would be

possible. It would not be the first time that one co

/differed

untry
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differed from the rest on this point: but it would be
intellectually disﬁonest to give e Foreign Ministers
instructions on the basis of a disagreed ambiguity. He
accepted that the Netherlands Government and others might have
entered into commitments at Nairobi: but seven countries
acting on their own could not commit the Community. Those

who had been more cautious at Nairobi could now make some
concessions, as the FRG had already agreed to do. He now
looked to those whose position at Nairobi had been more
liberal to make some concession to him.

President Giscard supported Chancellor Schmidt's

suggestion for an addition to the text. Mr Den Uﬁl said -
that he was not thiﬁking of Commodity Agreements over the
whole field, but only where appropriate. It was agreed to
add the words "where appropriate" to the Draft Statement.
Chancellor Schmidt tien said he would like to clarify

the phrase "export earnings stabilisation measures" by

adding the words "for developing countries". This was

accepted.

Chancellor Schmidt then said that the Statement required

one further paragraph to the effect that the results of the

North/South Dlalogue must provide greater stability and
‘Lq,u\u‘d‘l YA A

continuityZ This would be tEEZfEEﬁ;ﬁ which the Community

should expect for their concessions in the Dialogue.

President Giscard said that a reference of this kind in the

statement would sound like imposing a pre-condition on the
developing countries and especially the oilﬂproducers. He
agreed with the suggeskiem substance but thought it better

not to make it part of the statement. The Prime Minister

suggested that he should keep such a remark for use if asked
at his press conference. Mr Jenkins agreed strongly with the‘

/thought
CONFIDENTIAL &
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thought behind Chancellor Schmidt's words but considered it
tactically better not to include it in the Stateme&%ﬂlﬁiiii'i.

Chancellor Schmidt said he would accept the tactical advice

of the French and the Commission but would like the latter
to accep; two points as clear guidelines in future North/
South discussions:
a) that it was in the basic interest of the
developing countries to provide stability
for investment,which they would otherwise
not receive ;o

. S N
b) that # contributi®a to continuity in

economic progress in the interests of %he
world economy as a whole.musb—eem=—frsm—the
oit—preducers. OUEKXEHRABEEEERATHEXRE
On this understanding he was prepared to accept the text
as it now stood.

The text for the President's Statement was accordingly

agreed, (For text o5 \ECEGtelno— —— ¥
Dl k) i a st g S Q-,-;...A,K.g_
ﬁ_ ’Ii"__'l / !\ﬂm i RSN = T ‘-wrx-w-n S
o ) FURDREAN FOUNDATION

Mr Jenkins referred to the proposal in Chapter 4 of
Mr Tindeman#s' Report, which the Ministers of Foreign Affaiis

ro b : h
had consideredtworth careful study. 'A preliminary study by

Aupprn
the Commission had persuaded them that it wess—werth further
examination ,cn—a=estistie—and practicatr—basis. The existing
organisations might have left gaps that should be filled,
though duplication should be avoided. The Commission's
study would concentrate on the scope, character and
financing of a possible European Foundation (they hoped it
could largely be financed by private funds). They would
probably convene a small group of experts, to be serviced by

the Commission; and would aim to report to the Earopean
/Counecil
|‘ T
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Council in November or December.

The Prime Minister said that there was a majority of the
House of Commons in favour of the Foundation and he would
like to see it given favourable consideration. Me, Thorn
suggested that the proposals ought to be further clarified,
perhaps by discussion at the June European Council, before a
study was started which might raise false hopes. In any case

P Hieve Shath be
use should be made of existing organisations, orLbetter

coordination of them, before emeatinz a new one wss Cradtd .,

Eresident Giscard supported the proposal for a Commission

study, which was modest, and which showed that the
Buropean Council had cultural as well as mercantile

T etk
perspectives.correspondimge 2abkeer to the European personality,
Mr. Tindemanys, recalled that his proposal envisaged the use of
private funds. He hoped, perhaps sentimentally, that the

20th anniversary could be fittingly‘commemorated by agreement

to study the proposal. MK Andreotti agreed strongly. Italy

was in favour of creating a Foundation and hoped that detailed

proposals would be put forward. The Prime Minister agreed

that the symbq%}sm was important and that the Commission
b Zn Gt =2 S
should rnetg, the study. _LJFAN*“A”'ARAFA“L-

OTHER BUSINESS WA t_ FM L\.ﬁ

There being no Other Business ﬁhgﬁﬁrim%,ﬂﬂnistgzi o

formally thanked the Italian Government and President/for

their hospitality to the European Council and brought the
meeting to an end at 12.16;pm1.

A prm S S 1300,
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From the Private Secretary 29 March 1977

i el

European Council : Records

I have already returned to you today the note of the first
session of the European Council on 25 March.

I now enclose the note of the second session on 26 March,
and am content that it should be typed in final form and
distributed within the Foreign and Commonwealth Office, to
the Chancellor of the Exchequer's Private Secretary and to
Sir John Hunt and Sir Roy Denman - Copies can also be sent,
but again strictly for information only, to Heads of Mission
in EEC*and other posts as appropriate. Selected passages
may be distributed to the Secretary of State for Trade "(EEC/Japan,
steel and North/South dialogue); and to the Secretary of
State for Industry (steel).

So far as other records are concerned, I have already
distributed the note of the Prime Minister's meeting with the
ETUC on the morning of 25 March to the Foreign and Commonwealth
V/ Office, the Treasury, the Department of Employment and the Cabinet
Office. The note of the Prime Minister's account of the
discussion over dinner that evening on Community Representation
at the Downing Street Summit has already been copied to the
Foreign and Commonwealth Secretary, Sir John Hunt and Sir Roy
Denman, and I am now sending a copy on a personal basis to the
V/ Chancellor of the Exchequer's Private Secretary. I should be

grateful if you would please ensure that it is given limited
distribution.

-~

E.A.J. TFergusson, Esq.,
Foreign and Commonwealth Office.
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NOTE OF THE SECOND SESSION AT 1015 ON 26 MARCH 1977

The Prime Minister suggested the following agenda:-

First, Enlargement, on which President Giscard had said he
wished to make a statement; second, the organisation of the
work of the European Council; third, examination of the
various draft statements in the following order:

Unemployment

Japan

Community participation in the Downing Street
summit

Steel

Presidency Statement on the North/South dialogue

Finally, the European Foundation, which the President of the
Commission wished to raise. The Prime Minister expressed the
hope that proceedings would finish by 1300.

ENLARGEMENT

President Giscard referred to the candidature of Greece and the
visits which all had received from the Portuguese Prime Minister.
There would probably be an application from Spain before the
Spanish election. To take Portugal first, the level of
agricultural and industrial development there was very far from
that in the present member countries. We should therefore
consider whether accession to the Community in the classic
sense was the right way forward, or whether it would lead in
practice to a system of permanent exceptions and derogations.
Permanent derogations would be unacceptable. The Commission
should therefore be asked to make an extremely thorough study
of all the problems. Would it really be realistic to look
forward to full membership, with all that it entailed, or
rather to consider some other solution?

/President

CONFIDENTIAT
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President Giscard said that the Community's agricultural
regulations were tailored to the present circumstances of the
Community. The accession of new and poorer members would tend
To interfere with fair competition. Accession would only

be possible after regulations had been defined to ensure complete
freedom of competition. Then again the views of national
parliaments would need to be sought. The French Parliament
would certainly have considerations to put forward over
enlargement. Again, the Community institutions had been
established for a Community of six. Those who were members

of the Community of six remembered that they worked fairly

well in that period. Even now, with nine members, the procedure
for reaching conclusions was undesirably cumbersome. It would
be impossibly so and quite ineffective in a Community of twelve.
He did not suggest changes in the relations between the

Community institutions or in their competences. What would be
needed were changes in the way they worked in practice, for
example the rotation of the Presidency, and the question of adding
to the size of the Commission.

President Giscard therefore argued that before the Community
gave a verdict on the question of new accessions there should
be extremely thorough studies carried out. The French position

5

frie p ¥
was nevertheless entirelyxgﬁﬁg%%galarly in relation to the

accession of Mediterranean countries which would strengthen the
Latin presence in the Community.

The Prime Minister said that Foreign Ministers were to meet at
Leeds Castle on 21/22 May. The atmosphere there would be
particularly conducive to an amicable general discussion on the
whole question of enlargement.

/Mr Andreotti
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Mr Andreotti said that even without the prospect of enlargement
it was necessary to have a fresh look at the agricultural
regulations which, as he had said the day before, were very
favourable to certain products but did not provide proper
safeguards for the so-called Mediterranean products. If

this problem was not reviewed soon, serious obstacles would
arise for the future working of the Community, particularly

in the context of enlargement. He agreed with President Giscard
about the functioning of the institutions and the need for an
overall examination of all the problems of enlargement.

The Prime Minister repeated his suggestion that the Foreign
Ministers should taske note of the present discussion and take
up the subject at Leeds Castle. The European Council could
then come back to it at its next meeting.

Chancellor Schmidt agreed with that proposal but made a plea
that all member Governments should be careful not to arouse
hopes of concrete and immediate progress on the part of
countries which wished to join the Community. The problems
raised by President Giscard, to which Mr Andreotti had also
referred, needed to be looked at in much greater depth.

Mr Andreotti said that it was necessary to reconcile this
requirement for further examination of the problems with the
political requirement to forward to development of democracy

in the candidate countries. The best way to reconcile these
was to keep in closest contact with the candidate countries
and not to appear too remote from them. A friendly attitude
of this kind would also help them politically. The problem
was partly psychological. Particularly in the case of one
country concerned, it was most important not to discourage

the democratic forces present there. Members of the Community
had already publicly declared their favourable attitude to
enlargement, so that what he was suggesting was nothing new.
Presentation was important.

/The
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The Prime Minister recalled that the Community had been over
this ground on a number of occasions. He remembered covering
it when he was Foreign Secretary. In his view - and he was
not now speaking as the Presidency - because the Member States
had not yet decided the final shape of the Community, each
application for membership had to be taken ad hoc, on its merits.
It was quite right to avoid raising illusory hopes on the part
of the candidates, but the fact was that as long as the
Community remained an avowedly open Community, no one wanted
to say no. Whenever each of the Member governments had a
visitor from a candidate country members of the Government
concerned were bound to make positive declarations in order to
help the visitor back at home. As long as the ultimate shape
of the Community was not settled, applications from new members
must necessarily be received positively with each case being
considered pragmatically. But perhaps with the prospect

of three more Members, it would be right to have a proper

look at the state of the Community, at this intermediary stage,
and consider again what its ultimate shape should be.

Chancellor Schmidt said that in many long discussions with the
Greek and Portuguese Prime Ministers he had repeatedly warned
them that formidable problems were sure to arise and that they
should not expect quick solutions. He had put to them an
idea suggested by the French Foreign Minister that candidate
countries needed to be aware of the considerable burdens which
membership would entail and had pointed out to them that it
would be wrong to expect them to assume these burdens too soon.
He believed that the Portuguese Prime Minister was thinking

of a transitional period lasting a decade, even after
negotiations had been concluded. He agreed with IlMr Callaghan's
procedural proposal for future discussions.

Mr Joergensen
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Mr Joergensen said that Denmark had a positive attitude towards
enlargement, in conformity with the Treaty of Rome, but that
there was a degree of concern and that it would certainly be
right to move slowly. Denmark's own close relations with

the other Nordic countries might suffer if the Community was
enlarged only in one direction, to the South. A proper
balance must be established for an enlarged Community.

Mr Jenkins said that when the Portuguese Prime Minister had

come to Brussels he had warned him of the economic and
institutional problems which needed to be overcome. He had
told him that the Commission would have to study these in

depth and would hope to produce its Opinion by Christmas, but
that it might not be ready until the end of January, or even
February. The Portuguese Prime Minister, he thought, had
accepted this and he hoped that member states would not encourage
any manifestations of impatience for a quicker timetable.

Secondly, Mr Jenkins said that he did not believe that
"globalisation" was a correct concept if it meant putting off
the Greek negotiations and holding back on Portugal so as to
hold all three negotiations at once. Such a procedure would
undermine the political welcome which the Community was
extending to new members. But it would nevertheless be right
for the Community itself to make a global assessment of the
consequences of enlargement to twelve as it embarked on each
set of negotiations. The likely outcome would be that the
Community would have increased from six to twelve in a very
short time.

The Prime Minister repeated again his suggestion that Foreign
Ministers should discuss this issue at Leeds Castle, and

that the European Council should take it up again in June,
and this was accepted.

/EUROPEAN
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EUROPEAN COUNCIL PROCEDURES

The Prime Minister then turned to consideration of the procedures
of the European Council and referred to the exchange of
correspondence initiated by President Giscard. He suggested
that the Presidency document, summarising the ideas so far

put forward, would make the right basis for further discussion.

President Giscard said he thought detailed discussion could

be remitted to the Foreign Ministers on the basis of the Presidency
document, for a report to the next Council if agreement had not
been reached in the meanwhile. The Foreign Ministers should be
asked to consider in particular what documents should be

prepared for discussions; the respective roles of the Commission
and the Presidency in these preparations; and whether there should
be permanent items on the agenda. This was agreed.

REVIEW OF DRAFT STATEMENTS
(a) Growth, Inflation and Unemployment

In discussion of the draft statement on growth, inflation and
unemployment, the Prime Minister said he could agree to the
deletion of the brackets around the reference to a further look
at EMU at the end of the year. We frequently spoke of the
need for convergence in the Community and this was one area

in which it would be right to take stock. It was agreed that
the statement should be issued to the press.

(b) EEC/Japen

The Prime Minister asked whether there were any comments on the
draft statement on relations with Japan which had been worked out
by officials. Mr den Uyl said he thought that, as the

statement added nothing to what the Council had said in November,

/it
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it would be more appropriate for the President to use it in
briefing the press. Mr Tindemans thought it might usefully
include a reference to what President Giscard had said the
pPrevious day about the related questions of international
competitiveness and the danger of protectionism. President
Giscard said he did not think this would be appropriate in the
statement on Japan, but Mr Callaghan might explain that this
was part of the spirit in which the various statements by

the Council had been adopted. Mr Andreotti thought the Council
should stress the need for strict observance of the rules of
competition; Japanese barriers to trade were erected in areas
where Europe was competitive. Mr Jenkins thought the basic
problem was that the Community was not competitive with Japan
in many sectors, thought it was true that we did require more
open policies by the Japanese. I8 was agreed that it should
be left to the President to include these points as appropriate
in briefing of the press; and that the statement would be
issued as drafted, except for a minor emendation ("TJapanese
imports from the Community" to read "Community exports to
Japan").

(¢) Community Participation at the Downing Street Summit

The Prime Minister read out the conseansus reached the previous
evening on and it was adopted as follows:

"The President of the Council and the President of the
Commission will be invited to take part in those Sessions of
the Downing Street Summit at which items which are within
the competence of the Community are discussed. Examples of
such items are nggotiations about international trade and the
North/South Dialogue."

(d) Steel

The Prime Minister invited Mr Jenkins to introduce the draft
declaration on steel agreed by experts. Mr Jenkins said that

/the
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the Community steel industry was now in its third year of

real crisis. In 1976, steel-making capacity was nearly 200,
million tons, compared with 70 million tons in 1973; actual
production was only 134 million tons. The prices of several
products were 60% down on 1974. TUnemployment was particularly
heavy in eastern France, southern Belgium, Luxembourg and
Saarland, where half the labour force was on short time and there
were plaéns for even further reductions. Governments could not
stand idly by; but adoption of measures of massive help or of
national protectionism would break up Community cooperation.

The solution must be a Community, not a national, one. The
Treaty of Paris gave the necessary powers; to the Commission

to plan for a major reorganisation which ideally would produce

a Community steel industry that was thoroughly modern in its
equipment and competitive anywhere in the world. The Commission
would be considering four main approaches:-—

a. To restore normal market conditions by means of minimum
prices for reinforcing steel bars and by minimum indicative
reference prices for other products. There should be
import licences, to be exercised as a form of control,
rather than limitation.

b. There should be an understanding with certain third
countries on voluntary restraints. This already
worked in the case of Japan, South Africa, South Korea,
Spain and Brazil; and others should follow. Trade
with COMECON countries was controlled by annual agreements
with individual member governments. The Commission would
continue discussions with third countries to keep equilibrium
in the market.

/Ce
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C. Substantial finance would be required for reorganisation.
The Commission would subsidise interest on certain loans, with
particular emphasis on regional requirements.

d. THe Social Fund might be more extensively used for
retraining workers.

Mr Jenkins said that the Commission would take the necessary
measures within the treaties and would discuss them with the

Council. He hoped they sould count on the general sympathy
of the European Council.

Chancellor Schmidt said he could accept the Draft Statement as
it stood.

President Giscard said the need for Community action was urgent.
If within a few weeks no Community measures had been taken,
Governments would be bound to take their own national measures.
Mr Jenkins said that he could accept the Draft Statement.

But Ministers responsible for industry should be instructed to
agree soon on specific measures before it was too late.

Mr Thorn thought the Draft Statement did not have enough teeth
but he could accept it. Industry Ministers should discuss
immediate steps: the choice was not an academic one of dirigisme
against liberalism; but of Community measures as opposed’ to
national measures which would disrupt the Community markete.

The Prime Minister said he had personal experience in his own
constituency of the seriousness of the problem. When an
industry like the steel industry had to contract, the cost was
great in human terms; it was difficult to find alternative
employment and he liked the Commission's suggestion of using the

/Social
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Social Fund for retraining. He hoped the Commission would
come forward soon with their ideas. The UK was willing to
cooperate as far as possible.

Chancellor Schmidt agreed with what had been said about the

gravity of the situation but pointed out that the European
Council had not seen any previous studies by the Council of

Ministers. Economic or Industrial Ministers should be asked
to follow this up soon.

The text of the Statement was then agreed, after President
Giscard had suggested the word "urgent" for "diligent" in
the French text.

(e) North/South Dialogue

Turning to the draft note on the North South dialogue, the
Prime Minister explained that the text which he had just

circulated was a form of words for him to use as President
at his press conference, rather than a statement by the Council,
though he would say that it carried the agreement of all members.

Chancellor Schmidt said that the Presidency paper reflected the

agreement reached in the previous day's discussion. He

thought however that the reference to Commodity Agreements ought
to appear in the first paragraph, since a Common Fund would

not need to exist if there were no Commodity Agreements. After
some discussion it was agreed to re-cast the order of the
sentences to meet this point. Chancellor Schmidt then said

(in English) that he would like to have some clarification -

not for inclusion in the Statement - of what the European
Council members envisaged as regards the number and nature of
Commodity Price Stabilisation.Agreements. He would not wish

to be faced at a later date with a proposal for 25 Agreements;
/or
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or for Agreements covering certain major products such as
minerals. If this clarification was not possible he would

prefer to add the phrase "where possible and appropriate" to
the text.

The Prime Minister said it would not be a good idea to try to
reopen the agreed text, though the underlying disagreements
could be explored. Mr den Uyl said he understood Chancellor

Schmidt's reservation but agreed with the Prime Minister's
comment .

Chancellor Schmidt (still spgzaking in English) emphasised that
if Mr den Uyl wanted there to be a large number of Commodity
Agreements no Community common policy would be possible. It
would not be the first time that one country differed from the
rest on this point: but it would be intellectually dishonest
to give Foreign Ministers instructions on the basis of a
disagreed ambiguity. He accepted that the Netherlands
Government and others might have entered into commitments at
Nairobi: but seven countries acting on their own could not
commit the Community. Those who had been more cautious at
Nairobi could now make some concessions, as the FRG had already
agreed to do. He now looked to those whose position at
Nairobi had been more liberal to make some concession to him.

President Giscard supported Chancellor Schmidt's suggestion
for an addition to the text. Mr den Uyl said that he was not
thinking of Commodity Agreements over the whole field, but
only where appropriate. It was agreed to add the words
"where appropriate" to the Draft Statement.

Chancellor Schmidt said he would like to clarify the phrase
"export earnings stabilisation measures" by adding the words
"for developing countries". This was accepted.

/Chancellor
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Chancellor Schmidt then said that the Statement required one
further paragraph to the effect that the results of the
North/South Dialogue must provide greater stability and
continuitxﬁ%%rld trade. This would be the minimum return which
the Community should expect for their concessions in the
Dialogue. President Giscard said that a reference of this

kind in the statement would sound like imposing a pre-condition
on the developing countries and especially the oil producers.

He agreed with the substance but thought it better not to make

it part of the statement. The Prime Minister suggested that he
should keep such a remark for use if asked at his press conference.
Mr Jenkins agreed strongly with the thought behind Chancellor
Schmidt's words but considered it tactically better not to
include it in the Statement. Chancellor Schmidt said he would
accept the tactical advice of the French and the Commission

but would like the latter to accept two points as clear guidelines
in future North/South discussions:

a) that it was in the basic interest of the
developing countries to provide stability for
investment, which they would otherwise not receive; and
b) that the oil producers must contribute to continuity
in economic progress in the interests of the
world economy as a whole.

On this understanding he was prepared to accept the text as it
now stood.

The text for the President's Statement was accordingly agreed.

EUROPEAN FOUNDATION

Mr Jenkins referred to the proposal in Chapter 4 of Mr Tindemans'
Report, which the Ministers of Foreign Affairs had considered
to be worth careful study. A preliminary study by the

/Commission
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Commission had persuaded them that it deserved further
examination. The existing organisations might have left

gaps that should be filled, though duplication should be
avoided. The Commission's study would concentrate on the
scope, character and financing of a possible European
Foundation (they hoped it could largely be financed by private
funds). They would probably convene a small group of experts,
to be serviced by the Commission; and would aim to report

to the European Council in November or December.

The Prime Minister said that there was a majority of the House
of Commons in favour of the Foundation and he would like to

see it given favourable consideration. Mr Thorn suggested
that the proposals ought to be further clarified, perhaps by
discussion at the June European Council, before a study was
started which might raise false hopes. In any case use should
be made of existing organisations,of there:should be better
coordination of them, before a new one was ereeted.

President Giscard supported the proposal for a Commission study,

which was modest, and which showed that the European Council
had cultural as well as mercantile perspectives. These would
better correspond to the European personality, Mr Tindemans
recalled that his proposal envisaged the use of private funds.
He hoped, perhaps sentimentally, that the 20th anniversary could
be fittingly commemorated by agreement to study the proposal.

Mr Andreotti agreed strongly. Italy was in favour of creating

a Foundation and hoped that detailed proposals would be put
forward. The Prime Minister agreed that the symbolism was
important and that the Commission should be invited to undertake
the study. It was so decided.

OTHER BUSINESS

There being no other business the Prime Minister formally
thanked the Italian Government and President Leone for their
hospitality to the European Council and brought the meeting to
an end at 12.15.

A press conference was later held at 13.00
CONFIDENTTAL - 13 -
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