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INTRODUCTION

1. This meatineg takes place on the last two days of the UX
Presidency and will influence the judeement of both the bublic
and of other Member Governments on our stewardship. So far our
record is regarded as mixed. The March Furopean Council was an
important success, varticdarly by contrast with its immediate
predecessor in The Hasue. It produced a substantial statement on
erowth, inflation and employment and asreement on the orincinle
of the Common Fund, as well as usefii prosress on Steel and Japan,
and a resolution of the immediate problem of Community varticivation
At the Downing Street Summit. The Prime Ministers chairmanshivp
and the oreanisation of the discussion were senerally praised.

2., This was however immediately followed by an nmusually hitter
confrontation over the agricultural orice review and a failure
to reach agreement in the Research Council on JET. Both incidents
led to recrimination amone Member States and to charges that the
UK had failed to observe the impartiality exvected of the Chair,
Foreien Ministers later held a valuable free-rangine discussion
on dlarcement at Leeds Castle; and good progress has been made
towards intensifying and expanding EIB landine. There remains

a wide area of disagreement between us and the majority of our
partners over the revision of the Common Fisheries Policy. The
picture is therefore cheguered: while reasonable progsress hags
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r Prenidency apart, other seneral factors settine <he

scene for this meetine are:
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(b) As demonstrated by discussion hetween Poreism Ministers
at T.eeds Castle, there is growing concern and indeed =ome
incipient doubt in the Community about the problems
_inherent in enlarging the Community to bring in Greece,
Portugal and Spain. /

UK OBJECTIVES

5, (a) To focus on unemployment as the dominant theme of the
meeting. While not ismorins the worldwide dimensions

of the problem and the wider international mction

envisaged followine the Downing Street summit, we will

wish to show progsress in the Community consideration of

measures to deal with unemployment launched at the

March Buropean Council, with some tangible points of

apreement to announce.

if possible, in the marqsina of the Europesan Couneil,

ive orientation on the site for JET.

o have useful informal exchanges on foreisn affairs

topics, including North/South problems, East-West

the Middle Enst and Africaj and on enlargement.

idency on a positive note.

(v)

to achieve a posit

(e)

relations,
(a) Thus to end our Pres

AGENDA

6. There will be two sessions of talks, the first beginning at
3pm on Wednesday 29 June, and the second at 9.30am on Thursday

30 June. In accordance with the pattern which oroved generally
acceptable in Rome We have proposed that the subjects should sgain
be divided into those falling into the informal general discussion
and prepared topics on which decisions or statements are

Foreisn Ministers discussed the preparations

on June 21. On the pattern of the Rome Furopean Council, we

shall be circulating an annotated Azenda in advance (Annex A).

The subjects agreed by Poreign Ministers are:

anticipated.
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A. Specific topics (Ttems on which decisions may require to be
recorded or agresd atatements issued) 2
1) Growth, inflation and employment (Presidency draft
at Annex B)
2) (possibly) Middle East (draft statement at Annex C)
1) European Council Procedurss (briefly - Presidency note
at Annex D).

B. General Discussion The understanding ie that no special
preparation is required, apart from prior notification of
subjects which Heads of Government wish to raise,
subjects are likely to be:

1) Enlargement

2) Relations with the third world, including North /South
1) East/West relations

4) Non-proliferation

5) Africa

The main

C. JPP (To be raised informally over lunch on 29 Juna)

TACTICAL HANDLING

= There would be advantage in launching discussion of growth,
inflation and employment on the first day, so that any draftine
work can be commissioned overnirht on the pattern of the Home

meeting and a statement issued at the coneclusion of the meeting.

This would lead naturally into discussion of the world economic
and monetary situation and would also fit in presentationally with
our wish to have employment the dominant theme of the meeting.

(The Prime Minister will be meeting representatives of ETUC and
UNICE, the Furopean Fmployers®

Ormenisation on the morning of
10 June)

The Belpiane have said that they will wish to raise the
Dowming Street summit in the meneral discussion of the world
economie situntion. Our aim will be to avoid acrimonious discussion

of Community competence, both in the context of the nreparation of
further summits of the Dovming Str

There will be advantags in seekin,
the statement on the Middle Enat.
raise enlargement after dinner on 2

eet tyne and of non-proliferation.
iz agreement on the first day to
The Prime Minister may wish to

9 June. Other subjects
concerning extarnal relations could be left to the second day

/OBIECTIVES OF

_____CON IDENTIAL
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+OBJECTIVES OF OTHER MEMBER STATES

A. TDespite differences of anproach, most Member States are 1likely
to want the meeting to may something about employment. THe
flermans however may armue asminet hiphlirhting the subject.
Sehmidt 45 on the defensive domestically because of his inability
4o counter unemployment. The French have suggeated that this
meeting should largely focus on political cooperation subjects, in
narticular the Middle East, Africa and Non-proliferation. Giscard
may raise the nuestion of protection asminst low-cost imports.

He and Thorn may also well raise the site of the Furoovean
Parlisment (contingency brief provided). The Belgisns have a2
snecinl interest in the guestions that will arise in their
Presidency.

SPECIFIC TOPICS

Growth, Inflation and Employment (Brief Wo 1)
9. In the statement issued after its March meeting, the

Furopean Council arreed to review progress at its June mes?inz

on a.rnn;e of oproblems: trr wing and employment opnortunities

for vnuné people and women; t+he encourapement of higher levels

of investment; and haltine divergence and promoting ?onverusnne
in the economic performance of Member States. To this end, the
Commismion and the Governors of the FIB were invited to seek ways
of improving the effectiveness of their activities.

10, The Furopean Council will have available the results of the
Prinartite Conference on 27 June. This was n succersful review of
nrospects and posaibilities which ended with agreement on a
suhn%ential progsramme of coonerative studies which could later form
the basis of proporals for mction by Community institutions. It
was apreed that this would ennble the Couneil in due course to
determine when it would be onnortune to hold another Conference, no
doubt within the next year.

11, The Council will also have available the results of the Social
Affaira Council on 28 June to discuss the future of the Social
Fund. The Commiseion have tabled two papers, one on specific
1ahour market problems proporing further measures in the youth
employment field to be financed by a moderate increase in Community
resources, narticularly the Social Pund; the other on investment

/and borrowing
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: . in the Community, containins a nrovosal for the
:n-:nm?wn to raise market loans to finance investment in the
;b?muqit7' Tn response to the Prime ! ar's letter to the
T-: after the Rome Euronean Council the FIB have oroposed a
widening of e nnd extont of its lending. Thin would
{thin the current year, and would be planned to

nrocead on an accelerating srond

tnke effect

b lending risine from about
of account in 1976 to 1100/1200 millione in
1250/1500 millions

involve the

one billion nnit

developments would

; inr 197° to incresre
The Bank have caleulated that

£t ¢ .r~ 1eulated that they can finance
1v on of their new expanded nrogramme from the
ting horrowins and 1

: T nd lant
based on the 1last capital in

ununed pert of their e
nr canacity,
eara in 1975.)

/12, The Counsil
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12, The Council will want %o demonstrate in ita statement
that these activities form part of a coherent in:ernatinnal
approach o these world wide problems, and that the work

in hand iz directed %o the examination of results to which

the Council 18 committed at the end of this year.

13. On ¥ th employment, aome of the commission's groposals
(eg for employment subs:n:gs] involve extending the
gcope of the sopcial Fund in ways unlikely to be generally
acceptable. Their other proposals can be implemented
within the exisiing scope of the Fund, but the present
Young Peopla's Scheme 18 heavily ovef—swbscribed. An
jincrease in the Social Fund 18 technically dependent
s from the Commigsion =nd endorgement Y the
Ministers and the Furopean Parliament. The
Commigsion would yndoubtedly respond to an orientation
given by the European Council which might accordingly
invite the Commission to make proposals for a moderate
ingrease in the pudget of the Social Fund so as to make
poesible an expansion of itz activities with the
partlculnr purpose of helping the unemployed young.
The Buropesn Council might also endorse the Commission's
present work on employment and education, and invite 1%t %0
make further proposals for 1its development as & contribution

to resolving the structural problems of youth unemployment.

14. On the Commigeion's proposals for porrowing, there
are prnct‘,u1 1limite on the amownts which can be raised
on the markets in the community's name, which could mean
that the EIB and Community achemes would be potentxally
sonflicting. The Germans ond Duteh snnone the Commisoion

scheme; the Prench are sitting on the fence. AS President,
we shall spek to ensure thot ﬂisagrcnment over the relative

/merite
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. a nretext for inaction.
mentum on the EIB initiative
ce. The Council could welcome

the Gavernors intend to decide
re in capital. The Commizsion's
+her slnborntion but could be
purnre the Council towards a positive

atudy by Pinance inrtara.

(Brief No 2)

tyoe thnt has
rience of

a fow strons economies,

trialized world, and the

nr degrees from high
¥ arted a deflationary
T 1, led by the
ite to adjustment of current
adequate finance ia
e conditions,
e OECD Finance
n 24 June en they agread that nomewhat faster growth
0ECD ares as a whole in 1978 than in 1977 ghould be the
i they agreed that where necessary and appropriate
d be taken to achi ! They agreed to
ir preliminary obhject for mrowth of output
nd in 1978 to OECD, which would nrovide the
basis for mo oring o Community countries will play
their: full nart in th Commiznion have ecirenlated a
napar on t

nconomio nitustion in the Community as background
to the 4 B

16. Giscard may return i P

Giscard may return to his concent of "controlled liberalism®
i rid tra n
in world trade, on irift from the Germans
and others at the

t Downine Street o

» The French are worried

about Japanese industrial competition and ot

n . r low=cost imports.
They have recently tried to fake action of doubtful lesnlity
/aminot certain
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s Jeninet certnin textile imports. On the gemeral question, our

line can be as in the Downins Street communinue (that protectionism
fosters unemployment and the multilatersl trade negotiations

should be pursued, while maintaining the right of countries

under existine international agreements to avoid sipnificant
disruption); and (if necessary) that action against low-cost
textile imports should continue to be taken on A Community basis
and in such a manner as not to jeopardise current multilateral
negotiations (Brief No 2 - Annex).

Community Participation in Future Economic Summits (Brief No 3)

N

17. We should try to aveid discussion as a separate topic of
Community participation in the follow-un and nreparation for
further Summits of the Dowvmine Street tyoe. But Belgium will wigh
to raise the matter and is likely to be supported by the other
smaller members of the Community and the Commission. It is
recommended that the Prime Minister should take the line that

it is his understanding that the Commission should be invited to
narticipate in the next meeting of the Carlton Group (which is
charred with the overall monitoring of the Summit pledges) for
those topics which fall within Community competence and that
follow-up on other specific issues will be carried out within
existing international orpanisations (es OECD, IMF, IBRD). We
thus hope to defuse the kind of dispute which preceded the last
European Council.

/Joint Euronean
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Joint Furopean Torus (JET) (Brief No 4)

18. We have informed the other Member States that the Prime
Minister intends to raire informally over lunch on 29 June the
question of the site for JPT. Our aim will be to nchieve a
reneral orientation. Technically, any formal decision on the
rite, manarement and foint Research Centre (JRC) would have to
be taken by a Ministerinl Council durinr the Belrian Presidency.
The noaribility of nrogress will depend on Schmidt's attitude.
Our aim will be to empharise our desire that a positive decision
should be faken to go ahead with JET; thnt, after four yeara'
membership of the Community, we natill hnwve no Commumity

itution in the United Kinsdom; and thet the existing JET
desimm team is at Culham in Oxfordshire. It would not be usual
within the Community for an irsue of thin imnortance to ba
decided by majority vote: our obiect will be o trv to nchieve =
consensus in favour of Culham. The Prime Minister mav wiah to
indieate tactically that we will be nrenared to 1ift our reserves
on the Joint Rezmearch Centre (JEC) prorramme at Isora, if this
helps towards a positive decision on the site. The Italiana will
not be willing to discuss JET without dealing also with the JRC .
tritium is raised by the French,
iz under present UK lesislation.

If the guestion of the use of
there is no impediment to +h

If it is clear that no prorress can be made, our aim will be to

avoid a decision asminat Culham or to abandon the project.
The Prime Minister might express regret that it has not been
noasible to mettle this qu

] tion durines our Presidency; and say
that it will therefors have to be remitted to a Council under
the Belaian Presidency.

/Buropean Council
CONFIDENTIAL
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Furopean Council Procedures (Brief No 12)

19. While there was meneral Apresment at the last Furopean
Council with the broad pattern of arransements followed in
nreparing and conductine the meeting, the discussion of nrocedures
ended in a remit to Foreiem Ministers to consider certmin aspecta.
When they did so only the French showed any disposition to sursue
the matter. Bilateral discussiona have been held to clarify
their concern, and a brief note has been circulated to other
Member Statea (Annex D) +taking account of French comments on
circulated in March. It is to be hoped that Heafs
of Government will accept this ar a practieal basis for fufir-e

the paper

arranrements without rettines drawym into a long argument on
underlyins pointa of philosonhy. If the document rives rise to
much discussion, further work could be remitted to Foreipn
Ministers.

Middle EBast (Brief No 10)

20, Tt was originally at French instimation that the Middle East
wa= included in the draft arsenda for the European Council. Tt

has been agreed that Politicsl Directors should, in the margins
of the Furopean Council up-date as necessary the draft statement
on the Middle Enst so that the way will be open for the Furopean
7o decide;

Council to imsue a statement if the heads of government
minor modifications

vie ourselves hope to get agreement for t
to the text (ag indicated in Annex ¢). The Nine are aware that the
Americans have been consulted, but in view of PFrench

suscentibility it might be better not to labour thia noint.

Enlarsement (Brief No 7)

21. The Prime Minister has sugmerted roising the guestion
informally, nerhans after dinner on 29 June. The Prime Miniater
mov yish to say that enlarrement was discussed by the Poreism Mini-"
sters at their informal meetins on 21/22 May at Leeds Castle; and
ask if anyone has any particulsr noints to raise. (A speakine

note im provided in Brief No 7). There may be no need for much
further discussion, thoush the President of the Commission may

wish to report briefly on the nesotiations, Wine, fruit and
veretables renresent 60% of arrievltural nroduction in the south

/of France
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at the chanme would not affect —

from 4 January 1978 on condition th
our budretary contribution. The Commission have aupnorted us,
but most member states, led by Germany, have advocnted a different

interoretation which on the Commission’s ealeulation could
inerense our budgatary contribution in 1978 and 1979 by over
£470 millions. The Chancellor of the Fxchequer has told EEC
Pinnnce Ministers that this is completely unaccentable. We
should aim to persuade the Heads of Government to accept our
point of view, though it may well be resisted by Schmidt and
Giscard. (An alternative, if we camnot pet A satiafnotory
interpretation of Artiele 131, would be to aim for postponement
of the new unit of mccount until 1980, To the extent that this
is nossible we should seek to persuade others to come forward
with s solution - thoush it is not likely to be acceptable
to the Commission or the Furopesn Parliament. In case the
Dutch or Danes gshould raise the =eneral complex of VAT owm
resources/unit of account oroblems, these are dealt with in the
Annex to Brief No 16.)

BUROPF. PLUS THIRTY (Brief No 17)

27. The President of the Commission will expect to have the
chance to make n statement on the role which he sees for
forecnstine within the Community. He is disposed to eatablish
aome form of "think tank". Our line is to encourare the Community
to have = senrible discussion of practicable proposals. Thia
matter has arizen in the context of the elaborate pronosals on
forascastine in the Community in Tord Hennet's "Eurone Plus Thirtyh
report.
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PISH (BRIFF NO 13)

28, The special Council of Apriculture Ministers to discuss
fisheries was held on 27 June. The discussion on the internal
repime was amicable, but confirmed the wide area of disapgreement
hetween ourselves and the majority of our partners. It will be
resumed in July. If another Member State should raise the
Common Fisheries Policy at the Buropean Counecil, our aim will

be to stress the politieal importance of this issue to the

United Kinedom, and to have it referred back to the Council of
Ministera. At the Couneil, discussion broke down on the
Commisaion's nroposals to extend the ban on herring firhing in
the North Sea. Britain and the Commission stood alone in
armiins for the bhan in the interests of conservation. Other
Member States wanted limited nuoteas. We may wish to exercise our
right to introduce national measures (a decision will be taken on
28 June). Our line in the Furopean Council should (if necessary)
be to atress that our nosition is based on menuine conservation
needs and is non-discriminatory.

Site of the Eurovean Parliament (Brief No 19)

29, Giseard and Thorn have let it be kmown, as a last minute
addition, that they are likely to raise this guestion to pre-emnt
a rumoured attempt hy the Euronean Parlisment to acguire premises
in Brussels. Both have vested interests in defending the status
auo whereby the Parliament meets in Strashoure and Luxembours —
unless of course they could rset it mpreed that the site should be
im their own country. While the UK has been careful not to take
=ides in thi=z arsument hitherto, there are good nractical
arrments for endine the expensive and time-consuming shuttle
between Strashours and Tuxembours, as most members of the
fAssembly stroncly desire, We need not he too hasty to fall in
with Pr wishes on this, varticularly if they
have not been ‘rual-ﬂ‘ul +0 us on other issues. It must however be
remembered that under the Treaty any decision on the seat of the
institutions requires unanimous agreement of the r'wnber ;?ates.

/30. Some of the
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of Prance as well as being immortant in Ttaly. Both countries
fear increased competition following enlargement, eapecinlly

if Spain comes in. However, they are not at this stare likely
to nuestion mcceptance of the prineiple of enlargement. Tt is
important that any discussion should remain confidentinl and
unattributable and not create nolitical difficultien with the
applicant countries. It haz been agreed that there should be

no formal statement; but the nress mirht be told that the Council
hnd taken note of the continuing work in the Community and had
reaffirmed the prineciple of enlarrement.

Relations with the Third World (Brief No &)

22. Member States would no doubt welcome an account from the
Prime Minister of the Commonwealth Heads of Government meetine,
asnecially on North/South issues. The Germans will wish for a
discussion of North-/Scuth questions in the aftermnth of the CIRC;

but it does not at nresent annear that nny decisions by the
Furonean Council will be noeensary. Schmidt may fooua attention

amain on the smucity of Soviet economic aid for the +hird world.

Ennt/Want Relations (Brief No A)

23. The Prime Minister conld invite President Gircard to hrief
his collearues on Brezhnev's vimit to Parina, This misht
nonropriately lead on to reneral dincumsion of
of Fast/West relations. Snecifie 4
Belrrade CSCE Preparatory Mestine is
though the

the curvent atate
ieusrion of the official-level
unlikely to be reaunired
maller Member States may raine guestions about
Community renresentntion in Belrrade. There may nlso be further

discussion of human rights {rnues in the Fast/West context, nlthourh
from the UK noint of

view there are no new noints to be made.,
The Ttaliane may want +o a3y =omethines about Chinn: Simmor

Porlani will have been there on n vieit. Schmidt can be expected

the importance of a
o isolate the Russianre and East
the importance of bringins them
on the North/fouth dimlomie; and hia Tami
handling of human rights.

to emphasize threes pointn in discusnion:
cormon stratery in Belprade

Furapesna; i
ap P intn future discuseions

liar views on the

/Non-Proliferation
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MNon-Proliferntion (Brief No 11)

~¥s4. The Prench first surrested that this should be on the agenda.
The suggestion in that President Giseard wants to enzage the
smaller members of the Nine on the lines of thinkine develoned
by their larser partners durine the Dovning Street summit. It
should perhans be left to Gircard to toke the lead. We do not
want to see the Community as such involved in the seven nation
nreliminary analysis agreed by the Doyming Street summit. But
the nuestion of Community participation arises also over the
';ub,':t.zmtive study — the International lMuclear Puel Cycle Fyaluetion
Programme (INFOEP) - whieh will follow. We believe that all
Member States who have something to contribute should participate
in INFCEP, together with the Commission. But Prench motives
may also involve a desire to rally Community support for the
nosition they are figh g for vig-a-vis the Americans in the
aeven nation sroun. On this we have some sympathy for the French
(and German, Italian and Japanese) wish to get assurances from
the United Stetes and the Canadisne that they will not, while
INFCEP is poinr on, onerate nuclear export pelicies of such
a restrictive nature, er on renrncessine, as to damaese otherns?
muelear enersy nrogrammes. But we must be careful to avoid an
annenrance of sanging un arsinat the Amerienna.

Africa (Brief No 9)

25, The Prime Minister's sccount of the discussions at the
commonwealth Heads of Government meetine in the North/South
context could lead into = dincussion of Afriemaquestions. This
would provide an onnortunity to consider the position reached on
Rhodesia and Namibia. Tt may also be necessary to refer to
Uranda. The French, who originally surrested that Africa should
be discuesed at the Furcpean Council, may wish to raise the

aitustion in the Horn of Africa.

Artiecle 131 (Brief No 16)
26 The Prime Minister is recommended to raise in the margins

of the mestine, narticularly with Herr Schmidt, the auestion of
our budsetary contribution (Article 131). We accented the
nronosed introdustion of the new Furonean Unit of Account (EUA)

/from 1 January
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|| Annex A should now read:
EUROFEAN COUNCIL : ANNOTATED AGENDA -
| A. Specific Topies (Items on which decisions may require to l:neF 7‘& i 5

recorded or agreed statements igsued) gy =
] 1. Growth, Inf’ﬁatmn and Employment :

FOREIGH AND COMMONWEALTH OFFICE - Papers: \.’(3) Commission paper/on investment
2R June 1977 and borrowing (C 71300 Final)
(b) C

mmission paper on Community action
in the labour market (BO};&TT}EOI Final)
(e) Letter from Chairman f the Board
of Governors of EIB ¥ esident of the
Furopean Council date 20 June.

(4) Presidency draft stayement on
Growth, .-nﬂ--,'cmn and ployment.

2. (possib}f) Middle Bast
Paper}/ Draft statement in preparation by Political Directors.

Eurcpean Council
| Paper: Presidepéy Note.

B. General Discussion
The subjects which have been proposed include:
Enlargeqent __-‘1
Relations with tHe Third World, :an].uﬂ:‘mg.__él
North/South dialogue
East/West Relations -ﬂg
Non-Proliferation — [{

Afr‘is&. —
¢, It has mlso been/agreed that JET should be raised informally,
leaving formal de ‘sions to be taken by a subsequent meeting of

the Council.
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