EUROPEAN COURCIL, ATHERS, 4-6 DECEMBER 1983
'ORMAL RECORD
PIRST SESSION: AFTERNOON OF SUNDAY 4 DECEMBER 1983

ion and general

After welcoming everyone, Papandreou (who spoke English most of
:ba_tme) began th.e first session by oEtaining general agreement to
asking Political Directors to work up texts on the Middle East

s Turning to the Post-Stuttgart
negotiation, he urged the need for all & i
This meeting must take the important political decisions, leaving the
detail for the Commission and the French Presidency. If decisions
were not reached they would not become easier, partly because of the
EP elections. Although he recognised that the UK had a gemuine case
Be declined to start with financial issues as the Prime Minister h
requested, even though that accorded with precedent, since he feared
that vould preclude an agreement. He stressed that any agreement
on any one issue would be provisional pending agreement on the whole
Package. He listed the issues for decision as:

(a) Rationalisation of agriculture

- Milk (global quotas and the Irish problem)
- Cereals, including substitutes
- MCAs (existing and new)

- Products other than milk (meed to avoid creation
of new surpluses or worsening position of
Mediterranean producers)

Structural Funds
- Efficiency
- Increasing resources
- Special efforts for a limited period to cope with

the problems caused by emlargement (ie IMPs)

New Policies: research, technology, innovation, ESPRIT,
R&D framework programme

Pinancial Discipline (including slower growth of agricultural
expenditure, doubling of structural funds; discipline as a
function of goals for 1990 - expenditure linked to
policies

(e) Increasing Own Resources (it would be logical to fix
1.6% for 1990 rising to 1.8% for 1993

(f) Budgetary Imbalances (clearly UK had a problem, which
should be settled once and for all)

Enlargement (date must be fixed for the end of the
(s negsriatiogs so as to ensure agcession by 1 January 1986).

. He suggested a short tour de table so that each could set out
S concern, followed by a more detailed survey of
each subject in turn for the rest of the afternoon. The Presidency
text would be the basis of the discussion. ZXohl (FRG) suggested

i thout the initial statements. Papandreou was content, but
inister was not.
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prine inister said that it vas vitally inportant that the Commumity

The
Shourdsslve TS Intemal probl

se issues would be bound

A
to cause serious political dxff:.culues at )ﬂne fcr all. But the prize of an

agreenent should be an important incentive. It would:

(a) Set the Community on a new path, accelerate industrial

cooperation and growth in a revive

common market

and
help to contribute to the economic recovery which was just

beginning in

(b) Institute much stricter financial control, a vital need
when all were struggling to keep public expenditure down.

(c) At last set in train a reform of the CAP which would bring
the agricultural surpluses under control.

(@ Launch a revised oun resources system which ensured that there
would be no need to quarrel about money again in the next decade.

() Provide a sound basis for the early
for the enlargement of the Commmity

3. A1l agreed that the Stuttgart package had

conpletion of the negotiations

10 be treated as a k'hole in

Athens and aftervards. That was the only way we could have a balance of
advantage for a1l of usoi The most (G EEIEuE undliicus® prepared subjects should
be tackled first: budgetary control, budget imbalances and the CAP, to give

tine to work out solutions. But it equally ha

d to be clear that decisions
Sne

on one subject depended on agreement on the others. had made clear at

Stuttgart that she could only consider an incre
Tesources if arrangements were agreed for a fai
burden and for e£fective control of sgricltur
both issues the Special Councils had made
Presidency’s dratt Conclusions were 2 tims Va7
basis for an agreenent

ease in the Commmity's own

e

21 a.nd  ocher expenditure. On
one progress in substance, but the
Sl s

£irst point not adequately prepared was control of expenditure overall

The
and of agriculturs] expenditure in pesticilar.
More work should be done on the French text.

Things were still very sketchy.
Likewise work was not sufficiently

advanced on new budgetary arrangements. It was not true that this subject

}'ad llka\'s been taken first: at Lancaster Hous:

e discussion had got bogeed

agricultural detail. This issue was absolurely critical, The issue
S dmot e fagen She Wiy £ along with any of the various devices
shich had been put forard for defining the burden i it There

0 fudged compromise on this issue.
Setionat and{AaEYe Sox 11 erberietstes:

' acting Solution mist be fair

The Prinme Minister was pleased that Foreign and Finance Ministers Tad

6.
been working towards a solution
paymen

e Tevenue side by a reduction of VAT
in the following year which should form an integral part of e

anended ovn resouces decision, thus keeping the expendhure side of the
Commmity budget free for the development of genuine Commmity policies.

urning to agriculture, the Prime Minister said chat price vestraint vas

needed on a1l products in surplus. There should

milk problem might call for special trean

« The Irish
che i the milk regine

t
And in general international trade obligations must be respec

8. Lubbers (Netherlands) agreed with the agenda, but he could not consider
adequate a text which said nothing about employment. On financial discipline

it would not be enough just to consider the
#1d Netherlands ideas must also be discussed.
credibility that decisions on this should not
agricultural products wes needed. fe Shought

=

nch proposal. The Commission
It was crucial to the Community
be vague. Fimm control of all
that the problem of budgetary

/imbalances
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imbalances would loom less large if there were proper control of CAP

expenditure. Papandreou agreed that the omission of employment was wrong
and would!be. takon D aceoume, i :

9. Craxi (Italy) argued shat, althoush [raly vas o net beneficiary from

the budget, the overall effects of Commmity membership were different. There
vas insufficient protection for Neditemanean products. Italy was not prepared
to reduce agricultural production. That would make a solution impossible
Nartens (Belgium) stressed the need to keep the Stuttgart package together.

greed that the difficult points should be tackled first provided that the
othats, eg new: poTicics, were ale/tatuied Be T B complicated to do it
all at one go.

B.  Agriculture (I)

0. Papandreou invited discussion on the agricultural points in the estmnmxre'
(\09/575‘;), beginning with commercial policy (point I. 1‘)".’ The Prime Mqu

referred to the Presidency draft conclusions (10970/33) and obaThed-an assurance
that price policy (which Papandreou had skipped) would be dxscussed later

Reverting to el policy she said that the CAP's problems should not be
solved at the expense of third countries. A basic objecuve of the EEC Treaty
T contnbue to the progressive abolition of restrictions on intermational

o y had made solemn undertakings at Williamsburg earlier this
Gdnmunit should Ihe‘refore pm:eed with very great caution in
d)scusslng le framevork agreements for EC exports on a case by case basis.
The economic jmuf-r_at)on should alwavs be fully evident. The Commmity also
nseded o take full sxoxs of its international obligations if it became_
necessary to review ext

The text should be redrafisd to reflsctithasn points.

11. Papandreou claimed that this was the first time the UK had raised these
concerne, but the Prime Minister pointed out that the Foreign Secretary had done
s0 1n the Spew incil. Andreotti (Italy) then seemed to argue for inclusion
of a reference to food aid policy in ¢ order to avold having to destroy surpluses.
Litbers (Netherlsnds) appeaed to smpest thic s then turned

Price policy (point 1 in 10970/83) and expres<ed S rirea e
Presidency text of 25 November.

12. The Prime Minister said that m  Comission had proposed sone valuable
ideas both on price policy and on guarantee thresholds which should be properly
oblected i the European Council e e e e R
The text should rea

"'The European Council also considers that guarantee thresholds are
an appropriate means to enable the CAP to fulfil its aims ina
pore Coherent mamess,  They therafore call Fox the inoduceim

OF Sich Threshius hoth An Settors HRich ive.jor srelllet s be,
In suplus, and in a1 the other sectors where such measures prove
necessary because of a significant increase in expenditure or: here
production is increasing more rapidly than consumption.'

Sir Geoférey Hove supported by reference e the 23 Noveaber texc a5 it had been
mended by the Special Coun When Andreotti argued for incorporation of the
Text in square brackets at the bottom SF page S the Prine Minister disagreed.

15. Genscher (FRG) supported the UK view on price policy. It had to apply
%o both existing surpluses and to all future ones; and to products where
expenditure ves rising. Schlueter (Demmark) agreed with Genscher. The
Presidency text on price policy was excellent but did not go far enough:
hresholds should apply to all products. They were prepared to agree a
specific 1imit on milk, vhich was important, but other products mist also

be o ered. Ortoli (Commission) intervened to say that this was covered by
e 6. Lubbers then pointed out that the price policy text at section 1 had
Deen agresd By the Special Cowncil. Varfis (Presidency) denied that the

23 November
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venber text had been agreed (a difference having T th
»Z;rgg e DADaivets aoked it che fin vt For e Soportant;

Drine Ninister tola hin that fe vass Papandreou suggested that the
e e E a: "the question. Andréorti Tnsisted that the Italian point
from page 6 be taken into account.

14. Genscher said that Varfis was right: Germany wanted only the word "or'.
The text needed to cover:

(2) existing surpluses;
(b)  prospective surpluses; and
(c) surpluses involving a threat of rising expenditure.

I5. Greysson (France) said that the need for guarantee thresholds was accepted
by alT vhere surpluses existed and vhere expendicure vas rising.

not cover future surpluses. He opposed the last paragraph of page 2

Comnission could not decide erpnn credit tems. Thorn (Commission) thought
section 1 was acceptable as a general rule, but suggested bringing sections §
and 6 closer to it, leaving specifics to subsequent sections.

16. The Prime Minister, responding to others' interventions on Cmercial
policy, said That she was not prepared to agree to 'reconsider’ current
Erangepents "in order to adapt then to the market SITGation™. She did not
accept the mp_'_—ha_F—l cation that these arrangements failed to camply with the
criteria which the Test of the paragraph lays down. Moreover, the Commmity
must take careful account of the balance of its external and intemal interests.
Arbitrarily tampering with existing arrangements would cause serious anxiety
£0 some 30 or 40 of our major trading partmers, and risk provoking a response
which would outweigh, in its effects, any advantage to the Commmity which
might cone from this ill-conceived suggestion. The reference to the Comminity's
intemational obligations should be given equal weight with the reference to
Commmity preference. She suggested an appropriate redraft of the text. There
no diss

17, Pmave sirisd e by

the thres] Teuia 1t 06 57,5 0 101 ibiinn teneh The special problems e
Ttaty, Treland, Groece and France Abovid be 1okt saeil tnser: Mue F:
(Luxebourg) said that Luxembourg also had a special problem.

18. Thom said that the Commission's first suggestion had been correct. The
problem the Commmity faced was to reduce stocks and output: it would not e
enough to start £rom present levels. FE could not see hov the Commin

&Eford o cope with production at 1983 levels over the next tvo years.

Prine Minister agreed the threshold of 87.2 million tons on & reference base
OF 1983 minus 6. There was no money for more.

|u

ould

Mitterrand (France) then spoke for the first time, and at length. He
2id That rilk did indeed cause Fio-thirds of the present gifficulties. But
" coutdg: forget the basis of mmunity and continue to isolate individual
points. ihen the Comnity was et up by the original Six, it was recognised
that production could vary between member states. It had also been clear that
the CAP would be one of the pillars of Furope with clear rules on common prices
and export prowtion. The Commmity Could ot now forget this. The pre sent

Te not based in the Commun: e was a clear choice: ei
ve on the existing bacis of to Tenegotiate the Treat oiginal
contract remained.

20, Those who had an overriding aim to reduce milk surpluses were trying
solve the problen without analysing the causes. The gusrantee thresheld
Taised s miber of questions such 2s the total level and how e shoule amply
» the dairy or the fam. The levy also raised

s emnm the i1 nd fats rax i acelon on sbetione prod T
int because the original Tl s 0 the caus £ th s
roleuane e ginal question as <o the cause of the Surplus Tad to

to
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21 French production had risen, but their surplus had not risen as fast
other: 4-61 rather than double in some cases. Others had contributed
mre e growth of the surpluses than France. Yet people Jooked at France
as an agricultural country. The critics - Netherlands, Germany, UK, Ireland -
Should Took £irst at theix ow milk surpluses. The saall Famm diih’ producer
d been overtaken by the milk factories: it was the latter which devoured
Commumity resources. Moderate and selective controls were necessary sccordin
to whether the surplus was due to small famers or factories. The lat
drex their inputs From outside Burope, eg the USA, These mporte has risen
by 301, as had production, so that thé groving milk surpluses vere poisoning
d

22. Mitterrand then turned to MCAs. Gemman milk cost less than French milk

in France and less than Italian milk in Italy. He recognised that this was

due to exchange rate differences and German hard work. The Germans did not e
to be penalised. But MCAs contributed 1,000 mecu to expenditure. The basi
cagsaa:x the milk surplus vere therefore substitute products, milk factories
and »

23. Mitterrand stressed that he was not saying that he did not want decisions
to be taken. But to put a sudden stop to milk production would be contrary to
the Treaty. The Treaty had guaranteed the right to stay on the land. He might
be sble o apree o quotas, but at cthe national level not at the fam level,
since you could not put a policeman behind every cow. Answers would only be
Found to the milk problem Lf answers were also found to the problens e
and imports. Only thereafter would it be possible to consider an increase in
own resources and other parts of the package.

24, Schlueter said that he could not help remarking on the increase in
prodiction in ( Germany and che UK as a result of the spplication of Commmity
Tegulations. The UK had increased its seli-sufficiency . in buter to 7201
and the Germans to 1103. Germany had been-a net

rmark w
Prepeted to scept the uper e ieen e e B SR
wWith the problem. There were many arguments in favour of a threshold of

97.2 million tonnes, on a reference base of 1983 minus 69. But he was
Ricired o' dlong i The o e D e
oo much bureaucracy.

25. Thorn gave figures for increases in milk production between 1951 and 1983
to show how the choice of base period would affect each member state. Each
1% increase in the overall quota would cost 160 mecu.

26. Craxi explained the Italian problem. Italy had a deficit on agricultural
trade mainly in milk and meat. It would be incredible if countries which did
not buy Italian products and which sold their own products at high prices
elsewhere were to ask Italy to agree to a reduction in milk production. This
would be against all common sense. The root causes of the large surpluses
should be examined. 1f the corset of the CAP became too tight and too full
of unreasonable contradictions people would refuse to wear it. elh
become inevitable. Italy was not asking to be able to increase production.
He accepted that Italy would remain in deficit in the dairy sector. But he
could not accept a reduction from present output levels. Martens could agree
in principle to a quota system, subject to flexibility for younger farmers
and to penalties being applied only to increases in quantities delivered
since 1981, Belgita colidimt be expected to accept an arrangement which
would penalise those who had not increased production since 1881. So he could
not accept ' base of 1983 minus 63, but he would accept 108 - 21,
%o be accepted it should be tempos
v Nomer. (Logenbourg) said that Laxenborg would S a1 it cou

contribute %0 & Solution to the milk problem. But quotas did caus
difficulties. He did not want them applied to individual holdings e
freese the market Structure and consolidate the advantage of those who had
alre Certain would be : account would need
Sl Giffering structures, the problems of young famers, disease-

fams undergoing a Commmity development policy as well as

eas devoted exclusively or largely to milk production. Milk
/represented




45% of output. It m%d theref0%¢ be
to take account of the prwblm 2 quota system would cause in regions
B handicaps or a natural bias tosards milk production.

27. Lubbers recalled that the object of the exercise was to rationalise CAP
and o save 1 million ecu.  He could accept che super levy, But he could also
agree to replace intervention in . Ckimed Ri1k powder by taking it into feed;
and consumer subsidies could be removed. But contradictory positions were
being taken on the super levy. Nitterrand ad asked that the Slow increase
in French prodiction should be caken into secount Ireland had asked for the
site. A system was needed which could take account of all those problems.
e mistakes had occurred in the past they were not the fault of the farmers.
So he preferred 1985 - 2% as the reference base. He was flexible on the
percentage reduction. But he could not accept different reductions for
different coumntries or producers. I the recuction chosen did not save as
much as vas needed, the  levy could

28. Xohy agreed to the Comission's proposal of 97.2 million tomes. He
ceuxr‘go zlong vith 8 reference base of 198) plus 4 percentage or 1983

s FitzGerald (Ireland) said that the growth of the milk
Industry had been TRTERTS great benefit £rom Commmity membership.
Ireland's GDP was milk-based. Application of a super-levy would produce
an wnacceptable situation for Ireland. He would be less resistant to use
OF the price system and!the Cosresponsibil ity el it cien then Ircland
would need a derogation because the Commmity itself had departed from the
free rarket principles.

2. The Prine Minister sald that shejdidinoc ke the superlewy buic sccepred
that She might have to go along with it. But she could only d pro

it was accompanied by a rigorous price policy, o e super 1e\'\
would be ineffective in curbing production and controlling costs in the milk
sector. Prices would need to be frozen for three years. The levy would also
have to be fair, legal and effective. The co-responsibility levy was not
effective. It was simply a tax and should be dropped, if a super-levy were
introduced. If it had to remain then it should not be at a level higher than
the present. She could understand why people were seeking exemtions fron

the super-levy. Britain's farmers would also like exemptions the

should be none. If any special arrangenent vas needed o e hana
not be through the milk Togine, and it would also need to apply to Ulster.

The reforences inithe Gracy o Sexibilicy ers t0p complex for decision by the
European Cowncil and should be left to the Agriculture Council.

59. ErssGerald was grateful for Mrs Thatcher's understanding for Ireland's
but could ot sccept compensation outside the milk sector.
c}‘anges brought. about. since, 1972 could not be. seversed. . Bo couia fot accent
@ super-levy. Pepancreos Concluded that distances bereen delegations were
wide and compromises would need to be sought. He therefore proposed the
e Ry g

(a)  the milk threshold to be set between 95 and 100 million tonnes
with special arrangements for Ireland, ie 2 reference base of
1983, and possibly for Greece, Italy and France;
stabilisation of imports of cereal substitutes;
abo! over three or four years of existing MCAS
\mderstand)ng that Geman farmers must receive something,

n the future positive MCAS would be turned into negative
it
savings on'other products of 300-500 mecu;
a tax on oils and fats to yield a further 500 mecu.

/He added
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He added that the CAP's p'mblems could not be solved through the price
mechanism alone: the Treaty of Rome would not have had a CAP in it if the
1dea had been to el solehy on che market

51. The Prime Minister said that she could not sccept elenent (b) vhi

would bring a clash with the United Staces. b e
depended on how the Commmity set about ot e
action. The Prime Minister added that Shleanh ¥ accept the oils

and fats Tax (elemen She wamed that the European Comncil vas heading
B e e “Stuttgart it had been agreed to look for economies.
There were none in this proposal.

32. Martens could agree to the 98-100 million tonne range but thought it
should be shared out between member states according to the 1981 shares.

Each menber state could then share out internally as it pleased. Andreotti
thought that the Presidency proposal could be a basis for sgreenent but could
not accept any cut in production in milk or other products, ie e any principle
which made Italy's deficit worse. Genscher reminded Papandreou that the
Stuttgart mandate had been to make Savings no to raise. revene.

Mrs Thatcher had said, if it was going to be necessary to negotiate with the
Anericans a tax on oils and fats could not simply be introduced.

could accept any reference base for milk so long as the total was 97.2

tomnes. As for MCAs, it would be necessary to compensate the effect

prices of dismantling them, as in the German proposals. Overall genuine savings
must be found and the only place to do o was the milk sector.

35, Lubbers could agree to a figure in the 96-100 million tome range, but
it miST be velated to 1983. He was prepared to contemplate a policy aimed
at stabilising imports of cereal substitutes, but there must be consultsuen,
and the GATT Tules must be respected. He could accept the German solutio

on MCAs.  The proposed economies on other products were inadequate. He vas
Opposed to the tex ca fava. el eilae s Honthe co-zespensibility devy, he
thought that it was effective. But a very restrictive price policy would be
needed. If savings of 1 billion ecu could not be achieved in the milk sector,
other products would have to contribute more. Thom (invited to comment by
Papandreou) said that the Commission could make 1o p: Froposal other than vhat
it had already tabled. Choosing 1983 rather than 1981 as a base yesr vould
give a bonus 1o chose who had Speculated on the imposition of a The
Bresidency's proposal vould increase the fotal cost. A threshold of 100 million
tonnes would cost 500 mecu more, and that would require a VAT ceiling of 1.1%.

3¢ Papandreon suggested going round the table fo see vho could agree to the
:nmpr‘huse Packege. The Prime Minister argued that a period of reflection was

needed in order to co_x—nnsu experts. Lubbers agreed.

355, Mictermand bovever said shat he could accept 8 guaraniee hossiold sop
milk of 100 million tonnes and, in principle, the other elements in ti
Presidency package. The guarantee threshold for milk would only be a:cepn.ble
if a reference year was added. On MCAS the wording should not be co
o pegacive NCAs. | Ic would be necesatty ch cxisider Surtienigpl cittn ot
the stper e o che T ciiyjer men MR IS e e
chould be made for Ireland’alone, Prices should be set Sufficient
protect farmers' incomes. He accepted that any new system of limiting S
substitute imports could only be set up in agreement with the US. Finally
he did not think that these questions needed cepsulestion vich experrsion
Agriculture Ministers: all the experts should be sent home.
o consulted sufficiently. He suggested that tne
discussion should be resumed in the morning.

Wemer accepted the Presidency’s range for the milk guarantee threshold,
suggesting 2 figure of 99 million tomnes, with a concession for Ireland.
A reference year would have to be agreed. He could accept the other
of the package, so long as the oils and fats tax was not set exarbmnm- hxgh
Papandreou, quoting from the Stuttgart mandate, stated that an exemptior

/1reland

CONFIDEN




CONFIDENTIAL

Ireland vas already allowed for. Martens agreed with Nemer but his view
on the reference year remained uld insist on ¢

Shterin he could accept that each member s thaeves of the
Two reference years suited it best. In response to a question from Lubbers,
Papandreou confimed that the Presidency was suggesting that Ireland's
xemption should be from any reduction on the 1983 production. FitzGerald
repeted that he could not accept the super-levy at all. His proposal vas
different: complete exemption

37. Genscher expressed a preference for a base of 1981 plus 1% but could accept
1985 minus 75. There needed to be a tax on intensive holdings, but Germany
continued to Teject any tax on oils and fats for a mmber of reasons. On MCAs
the most important thing was that there should be no positive MCAs in the
future. He could accept the Commission's proposals for negative MCAs. For
existing MCks one could stick ©0 the gentlenan's agreenent and cum part

rather than all of the existing positive MCAS into negative MCAs; and take
i T TS Oomumty
funds. A1 this would Still impose & great burden on the Geman famin

commmi;

35. Papandreou said that he began to detect some convergence on some issues.
But Craxi did not have the same impression. Why should there be an exemption
for Treland? It needed to be recognised that Iteland was a surplus country.
1f a surplus country was to have an exemption how could the new regime be
@pplied t0 a deficit country like Italy? Italy intended %o contribute by
helting the increase in its production, accepting that its deficit would
zerain at 403, Bov could Traly be expécted to do that and still finance
Tplus producer like Ireland? Papandreou szid that his proposal allowed

emptions for Irelend, Italy and Gree t then soemone had referred to

ench problens, and Lixembourg had asked for exemptions. OF course the

oblem was serious for Ireland just as it was for Greece.

It was agreed to resune discussion in the moming, and the session
ncluded at that point
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