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PRIME MINISTER

Special European Council, Rome: 27/28 October

1. Signor Andreotti originally convened this Special

European Council to discuss preparations for the two IGCs

(political unicn and EMU)} and to take stock of preparations

for the CSCE Summit. The need for Heads of Government to
—_—

discuss the CSCE has fallen away.
—r——
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2. Aa Signor Andreotti’s letter to you of 24 ocEober
indicates, the Italians want to concentrate on preparations
for the two IGCs, and to discuss the Soviet Union, the Gulf,
EC/US relations and CSCE. There is an outside chance
Andreotti will seek agreement on his package of decisions on
siting new EC institutions. We should ensure that the

‘h‘jﬁ}Eummit delivers a strong message on the Gulf, and reafflrms

—>

the Community’s commitment to a successful outcome to the
GATT negotiations. If there is no agreement at the Trade
and Agriculture Ministers’' meeting today the European
Council will also need a discussion of GATT agriculture.

3. Andreotti proposes to take the two IGCs and aid for the

Soviet Union in the opening session, with the Gulf discussed
over dinner. Foraign ﬁTETEEEFE-hill discuses CSCE and the
EC/US declaration over dinner. Sunday morning will be
reserved, as usual, for the conclusions.
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Political Union IGC

4. In the Forelgn Affalrs Council this week we agreed a
report to the European Council based on work by Special
TNepresentatives, This was commissioned at the Dublin
L ] 3
Eurcopean Council: The report summarises proposals made by
——

memhér states. ©Our maln ideas are included. Thesea
include:

greater financial accountability of the Commission to the
P i — Y
European Parliament;

improved implementation and compliance;
—— —

a strengthening of the machinery of the EPC;

v = increasing the role of national parliaments.

——

The report includes other pecple’s ideas too, many of them
unrealistic. It will be our job in the IGC itself to try to
—.
get rid of these. We should counter any Italian attempt at
Roeme to set a "mandate" for the IGC, arguing that this would
I ey 3
run counter to the Dublin conclusion that the IGC set its

owWn agenda.

5. The main focus of interest this weekend is likely to be

the case for a common foreign and security policy. There is

much rhetoric hera which Jars with us. But beneath this

lies a determinatlan tﬁmgtranqthen the Eurcpean response to

GﬂEEldE challenges. The Gulf helps concentrate pecple’s

minds. We must argue for a strong and united Eurcpean force
the Alliance. We have a pelitical role to play in

discugsions in this area, not least to preempt any

S Franco-




Franco-German initiative which might put tooc much emphasis
on the Twelve. We have already floated ideas for
strengthening political cooperation. We may be able to
divert attention away from other aspects of the political
union debate, such as stronger powers for the European
Parliament.

6. There is clearly much more work to be done before the

IGC opens. We want the European Council to commission that

work from Speclal Representatives.
EMUT TGO

7. Carli, the Chairman of ECOFIN, has raported on
preparations so far. His report is breoadly fair, well

reflacting the UK reserve on full EMU. Our propesals for a
hard ecu and an EMF are included in the report, and will

form part of the continuing discussions. The Spanish and
Dutch have ideas for Stage II as well. And there ies a

B —
halpful consensus on the "E" of EMU: no bail-outs, no

menetary financing of deficits, and recognition of the
principle that budget deficits should be avoided. Further
wark on all this is needed in the Monetary Committee and
ECOFIN.

—

B. At Rome, the Presidency are almost certain to press for
a target date for the transition to Stage II. There is a
consensus growing among other member states in favour of

| January 19%4. This is to put the cart before tha horse.
Until we know what the next stage will look like, it i=

2illy to set a date. It is encouraging, however, that other
member states are talking more now of the conditionzs to be

E
satisfied before any move beyond Stage I.
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5. We must argue at BEome that cur hard ecu/EMF proposals
would provide a sure and market-driven way forward,
providing anti—I:?T;:I;;:;;;;E;;tgE;_EI;EI;IEE;T_;;d a sollid
framework for economic convergence. They also provide a way
for Community members to advance together.

GATT

10. The nature of the discussion of the GATT Uruguay Round
will not become clear until after today’s meeting of Trade
and Agriculture Ministers. If the meeting has not agreed
the Community’s offer on agriculture, we must work for
agreement in Rome. The Italians have not yet included it on
the agenda but vyou are pressing for thie and wa, the Dutch
and the Commission should be ahle to ensure there is a full
discussinnf__ﬁg are working hard meanwhile to stop the
Germans maintaining their bleck: I am seeing Kohl later
today. We must hope that tﬂz} will either acguiesce or that
we can isolate them; others are becoming less veociferous in
thelr opposition. Whatever the position on the agriculture
uffﬁr, we shall need to include in the conclusions a firm
mesesage to the world that the Community is still committed

to a succussful cutcome to the Round.

—

Gulf

11. This is the first European Council since the Iragi
invasion of Kuwait. We shall want Heads of Government to
aqr;;H;d;E;EEE_h&claratinn expressing support for the UN
Security Council resolutions; admiration fur.EEEEEETTEE?ity
of the international response te the crisis; condemnation of
Iraqgi hmsfgau-hnlding and their destruction of Kuwait:
determination to seek uncnnditinﬁﬁi_lraqi withdrawal through
stict implementation of the embargo; and support for
international Effané to respond En GCC requasts for

aszistance in esllective Eelf-dﬂfﬂncé.
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12. We shall want to emphasise the need to resist Iragi

attempts to split the international alliance against

Sadam Hussein, (e.g. by manipulation of Western emotions
cver the hostages): and the impossibility of any compromise
on the demand for Irag’s unconditional withdrawal.

Soviet Unicon and Eastern Europe

13. At Dublin we saw off pressure for a financial aid
package to the Soviet Union. The Commissien has been
pursuing its study, as requested, and the IMF report
commissioned at the Economic Summit in Houston should be

e S

ready in December. Delors has told me that the Commission

on 27 October will only present an interim report, without
e e

proposals. Data has bean difficult to obtain, and above all
the absence of a coherent Russian economic plan against a
turbulent constitutional background has made proposals
impossible. We have pressed the EC to increase
technological ceuperatinn with the USSR under the existing

trade and economle cooperation agreement. Energy is a
particular priority. The French are arguing for an enhanced
EC/Soviet relationship, based on a more substantive

agreement Eﬂcuss{hg on technological cooperation. We can
argue that this can be studied further.

14. Discussion at the Council will give you an opportunity

to outline our approach to the Soviet Union and to

Gorbachev. We should endorse technological cooperation as
afi élfective and practical way of helping the Soviets help
themselves. Financial aid should ke played long: decisions
are premature before an IMF report and before evidence of

Soviet willingness to put reforms in place.
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153. The pressure to help Eastern Europe has increased in
recent weeks. They face the twin shocks of Gulf-induced oil
price increases and the CMEA breakdown, with the need to
make payments in convertible currencies. The Commission has
identified a $7 million finanecing gap for 1991 and believes
that a G24 financing facility is necessaTy to help fill it,
with the Community taking a strong lead. We argue that the
IMF should be in the lead. The IMF agree, and are in
contact with each country. A G24-type financial facility

(which the US hae advocated, but on condition that it does
pe——

not contribute) would be premature. Only the Preaidency
ﬁEﬁ&ar to sﬁsbnrt the Commission thinking. We should
continue to press for the IMF to lead, with consideration in
the G24 context if necessary, in close cooperation with the
IMF.

16, The Foreign Ministers agreed that the Community should
be signatories to the CSCE Summit. Work continues in the
preparatory committee in Vienna on the draft declaration but
Wwe are pressing hard for a good reference to a Magna Carta.

Sites

17. As you know, Signor Andreotti has been trying to put
tegether a package of decisions on siting new institutions.
He is unlikely to finalise this in Rome, but there may be
discussion in the margins. Having secured the EBRD, we will
not achieve any other successes in this round. So we want

that round kept small, and to be aE;EEE_;Enn - Environment
Agency.fTrada Mark Office, |Training Fnunﬂatinn.‘ It would be
a pity if he tried to add in other institutions whose
establishment is not even agreed - the Medicines Evaluation
AqenC?]ﬂr the Plant Breeders Rights ﬂrqanisatiunr{fur both

/ot
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of which we would want to bid). It would be particularly
premature to talk about siting any future monetary
institution - but again, London would be an cbvious
candidate for the EMF we have proposed.

18, I am sending copies of this minute to members of OD(E),
to the Defence Secretary and to Sir Robert Butler.

.

{DOUGLAS HURD)

Foreign and Commonwealth Office

26 October 19490
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