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Prime Minister's Visit to Portugal: Portuguese Accession to the
EEC

You will wish to know that, since the Prime Minister's
brief on EC/Portugal (Brief No 4 (Revised) was prepared,
the Portuguese tabled on 13 April in Brussels a detailed
declaration on agriculture, in ~“response to the Community's
declaration of November 1983.

The first indications from Brussels are that the
declaration is in a number of respects unrealistic. But
it is 136 pages long and the full text is not yet available
here. If the subject arises, there should be no need for the
Prime Minister to say more than that we are glad that the
Portuguese have come forward with a detailed statement and
that we shall need time to study it carefully.

As you will have seen, Lisbon telegram number 001 (sic)
of 14 April confirms that in the discussion of Community
issues the main Portuguese interest will be in hearing
the Prime Minister's own account of the prospects in the
general post-Stuttgart negotiations.

I am copying this letter to Ivor Llewellyn (MAFF)
and to Richard Hatfield (Cabinet Office).

gl
~7 ‘2“J“fk/ﬁ N,

(R B Bone)
Private Secretary

A J Coles Esq
10 Downing Street







BRIEF NO 4 (Revised)

CONFIDENTIAL

VISIT OF PRIME MINISTER TO PORTUGAL 17/19 APRIL 1984
EC/PORTUGAL

POINTS TO MAKE

l. Community working to most ambitious timetable for

completion of accession negotiations of 30 September

1984 . Committed to seeing Portugal member of Community

by 1 January 1986.

2. No reason why accession timetable should be affected

by post Stuttgart negotiations; on the contrary, both
essential stages in work of relaunching Europe of 12.
3. Hard work to bring sense of financial sanity to
Community. But vital progress made towards agreement on
principles of fundamental importance for future of
enlarged Community. Agreement in principle on system
of financing directly related to ability to pay: a
major step forward of obvious interest to Portugal
which must be net beneficiary from EC policies .
Substantial measure of agreement in Community on a text
which, for the first time, would establish clear and
lasting system. Principal feature of this system is
that it would be based on relative prosperity in the
enlarged Community . Above this basic threshold a
member state would be entitled to receive a relief

in form of a lower call-up of VAT in the year following

that in which relief was due. Clearly proportion of
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GDP represented by a member state's contribution before
relief and extent of its compensation once the limit is
reached are crucial. That is why it is important to
get right the notional figure on basis of which exact
parameters would be drawn up. It was not possible to
make progress at Foreign Affairs Council. Discussion
will however, continue. Remain determined to reach
satisfactory solution as soon as possible.

4. Not yet possible to calculate how new approach will
affect Portuguese. Unthinkable that Portugal should be
net contributor. Generally accepted that arrangements
will have to be made, and to take into account time

it may take for Portuguese to present projects to
trigger EC funds from ESF and ERDF. However, need
agreement on precise details of new mechanism and
further progress in accession negotiations to permit
realistic calculation of potential Portuguese
contributions. Once agreement reached, Commission will
need to examine urgently. Happy to to keep in touch.

5. One important issue for Portuguese is clearly issue

of own resources. In the interests of Community as a

whole and of Portuguese as likely net contributor in
absence of special arrangements that UK's two
conditions should be fulfilled. Considerable progress

already made. If we can secure agreement to a lasting
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solution to budget imbalances and other conditions, UK
willing to see increase in own resources to 1.4% of VAT
in 1986. (If Portuguese say this is not enqugh): There
was discussion at the European Council of a possible
further increase in 1988 to 1.6%. Such an increase
would require the unanimous approval of naﬁional
parliaments,

6. Aim now that June European Council should relaunch

Community on basis of a package looking forward to

interests of a Community of 12. Not only public
commitment to accession date and financial groundwork
but also policies to develop principles of EEC Treaty.
Brussels European Council reached agreement in
principle in such areas as:

. strengthening the internal market, through

adoption of standards harmonisation proposals,
simplification of trade and customs formalities,
liberalisation of public purchasing;

. liberalisation of services, especially in fields
of insurance and transport;

establishment of a common transport policy,
including transport infrastructure;

. UK also pressing for completion of work to develop

structural funds in order to promote economic

convergence within the Community; these should be
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concentrated on areas of greatest need in the
Community and clearly of major importance to
Portugal.

Progress in Accession negotiations

Hom Community and Portugal have made great strides in
accession negotiations with 11 major chapters
substantially completed. Welcome satisfactory agreement
on Customs Union and External Relations chapters. 1In
particular, pleased that able to agree textiles dossier
which as Portuguese know, was most sensitive for UK.
Recognise that textiles agreement was regarded as tough
in Portugal- equally, seen as very unsatisfactory in

UK; must therefore have achieved fair balance.

8. Presidency have set very ambitious timetable for

completion of negotiations. Will do our utmost to
achieve deadline of end September 1984 for conclusion.
Recognise how important target accession date of 1
January 1986 is for Portugal. Ministerial Conference in
May will be most important with major negotiation
envisaged on Agriculture, Fisheries and Social

Affairs.

9. Community declaration in November 1983 on

agriculture designed specially to meet Portuguese

circumstances. Portuguese must let us know if there

are particular problems. Welcome Community agreement
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on 10 April on programme of assistance to help develop
Portuguese agricultural structures (worth some 700 MECU
from FEOGA guidance, on top of earlier 50 MECU grant
aid) to balance proposed transitional arrangements.

10. Community currently elaborating detailed position
on fisheries. Portuguese can expect this to be very
tough on access provisions , with an eye to Spain. Can
hold out little hope for improvements. However, most
member states able to support important principle of
"biologically sensitive zones" which allows Portuguese
to limit fishing by existing member states and more
important, by Spaniards.

11. (If raised) See no reason why Portuguese should

give way on VAT zero rating of foodstuffs; we will not

do so.

EC/Spain:Gibraltar (If appropriate)

12. Community has made it clear to Spain that Spanish
restrictions on Gibraltar incompatible with Spain's EC
obligations, and Spain recognises that the problem will
have to be dealt with; neither we nor Spain wish to see
it become a serious obstacle to accession. The
Community and Spain have been able to reach

satisfactory agreement in context of External Relations

chapter and we look for early parallel agreement in

context of Social Affairs chapter. (If necessary)
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Restrictions must be lifted no later than signature of
Accession Treaty in order to avoid risk of complicating
progress of Spanish Accession Treaty in Parliament.

12. Macao (If appropriate)

Look forward to hearing Portuguese Government thinking
on Macao. No doubt Portuguese envisage Macao's
relationship with the Community as being the same as
Hong Kong's (ie it remains outside the Treaty of Rome
altogether). We could not envisage Macao receiving
better treatment than Hong Kong (and doubt very much
whether such a request would receive any support from
other Member states) because of trade (especially

textiles), right of work and abode etc. Could also

make our negotiations with Chinese over Hong Kong's

future more difficult. That in turn could diminish

confidence in Macao and even prejudice its future.
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BRIEF NO 4 (Revised)
EC/PORTUGAL
ESSENTIAL FACTS
1. Portuguese may fear that lack of progress in the
post Stuttgart negotiations will hinder progress in
their accession negotiations. The Prime Minister may

therefore wish to brief the Portuguese on the follow up

to the European Council and stress that delay in

reaching agreement in the post Stuttgart negotiations
is not affecting progress in the accession
negotiations. There is still too much to do on the
latter.

2. Eleven chapters in the negotiations out of 16
have been completed (table at Annex A gives details).
The Presidency plan is that the May Ministerial
Conference between the Community and Portugal should
negotiate the three key dossiers of Agriculture,
Fisheries and Social Affairs. If the Fisheries
timetable is not met and equally, if a Portuguese
declaration on Agriculture is not received in good
time, the whole negotiating package would fall to the
ground. The Presidency also aim to complete the
accession negotiations by 30 September 1984 (a

timetable publicly accepted by Chancellor Kohl during
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his visit to Portugal in March). This is just feasible
for Portugal (if not for Spain). We attach more
importance to the proposed accession date of 1 January
1986 which was highlighted in Dr Soares' letter to
the Prime Minister of 31 October 1983 and her reply of
31 October 1983 at annex B.

3. There are major divisions of principle in the

Community on Fisheries. While the problems Portugal

poses on fisheries are modest, they cannot be divorced
from the much larger problem of Spain . (Portugal has
a variety of fish stocks in her own waters which she
wants to reserve for her own fishermen; Spain, with a
very large fleet, does not and is relying on access to
stocks in existing member states after accession). The
Community is therefore likely to propose to Portugal
that she be allowed to designate "biologically
sensitive zones" beyond her 12 mile coastal zone in
which she would be allowed to regulate fishing by a
licensing system comparable to the UK "Shetland Box".
This would be important for the Portuguese in
controlling access by Spanish fishermen - historically
very sensitive. However, since Portugal has virtually
no historic rights in EC waters, she will receive
little benefit by way of access to resources to stocks

subject to quotas and TACS. Moreoever, we together
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with France, Ireland, FRG and Denmark are arguing that
the acquis will need to extended further before
accession to include a number of stocks not currently
subject to quota or TAC such as nephrops (scampi),
dogfish (rock salmon) and lemon sole. This is unlikely
to be welcome news to the Portuguese and the Prime

will not wish to get involved in detail.

4. The Community put to Portugal in November a major

declaration on agriculture suggesting a "phased

approach”™ by which during a " first phase" of 4
(extendable to 6) years some 84% of Portuguese
agriculture (eg horticulture dairy, meat and cereals)
would be excluded from the application of the CAP to
give Portugal time to develop the necessary
infrastructure (marketing organisations etc). During
this initial period, Portugal would retain as national
own resources the levies, customs duties etc on imports
from third countries of the products in question and
use the money for agricultural development; she would
not during that time be eligible for FEOGA
intervention. The phased transition would last for a
total of 10 years, whereas conventional transition
would apply for the remaining sectors and last 7 years.
The Portuguese are prepared to accept this approach as

a "basis for negotiation" with the Community but have
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yet to give a considered response. We have no direct
interest (except limiting costs) and can afford to
offer good offices to the Portuguese.

5. The Portuguese have asked to apply a VAT "O" rate

on foodstuffs and agricultural inputs (i.e.
fertilisers) as we and the Irish do. This has been
resisted by the French and the Commission as an
opportunity to attack UK and Irish practice. We are
confident about our position under the 6th VAT
directive and have told the Portuguese to stick to
their guns as we intend to do.

6. A key issue for the Portuguese will be their

contributions to the EC budget. After accession

Portugal will be the poorest member of the Community
with a GDP per head ($2300) little more than half that
of Greece (table at Annex C attached) and indeed in the
same World Bank Group as such countries as Rumania and
Chile. However, since Portugal's agriculture is weak
and she is a major importer of US cereals, without
special arrangements she might find herself a net
contributor to the EC budget. The Commission have not

yet given any indication as to how they propose to

ensure that Portugal is a substantial net beneficiary

particularly in circumstances where she is unlikely to

be able to provide the necessary funds to trigger
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matching contributions from the European Social Fund
and the European Development Fund. In the meantime,
there have been a number of minor proposals to help the
Portuguese, though their total impact is impossible to
estimate at this stage.

Pre—-Accession Aid

3. The Community has just agreed at the Foreign
Affairs Council on 10/11 April on a programme of
assistance for Agricultural Structures worth some 700
MECU from FEOGA guidance on top of an earlier 50 MECU
programme of grant aid . The Portuguese Finance
Minister stressed the importance of the programme in
his call on the Secretary of State on 11 April. The UK
agreed to both programmes with reluctance. 1In the case
of the 50 MECU aid (the UK contribution to the
allocation is set against the UK aid programme) we
argued that the Commission had not fully made out the
economic case nor explained why this was needed in
addition to the Pre Accession Aid package agreed in

1980, which was at the time intended to cover the

period to accession. The 1980 package comprised 275

MECU, 150 MECU in loans from EIB own resources, and
125 MECU in grants from the EC budget. A further 75
MECU of EIB loans was agreed in 1983 . We were

hesitant also about the 700 MECU proposal both on the
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grounds of budgetary cost and in terms of possible
implications for IMPS (Integrated Mediterranean
Programmes) but finally joined in the consensus.
EC/SPAIN: GIBRALTAR
4. If opportunity arises, it would be worth
explaining to Dr Soares in general terms that the

Spaniards have already given the Community a

satisfactory undertaking in the context of the External

obstacles (T
Relations chapter that they will eliminatelfrade with

Gibraltar from accession and that we hope soon to see
parallel agreement reached as regards the free movement
of individuals ( but not the right to take up
employment) in the context of the Social Affairs
chapter.

5. Macao is described in the Portuguese constitution
as a 'territory under Portuguese administration'. It
is a full GSP beneficiary for industrial and
agricultural products, except for textiles which are
negotiated under the MFA. Hong Kong has no special
status vis-a-vis the EC, and is treated as a normal
third country. When Lord Carrington visited the
térritory in March 1981, he told Unofficial Members of
the Executive and Legislative Councils of Hong Kong
that there was no question of Macao being treated more

favourably than Hong Kong in the Community. Mr Atkins
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(then Lord Privy seal) repeated this assurance when the
issue was raised by the Unofficials during his visit in

January 1983.

6. The Portuguese MFA Secretary General promised Sir

Anthony Acland in September 1983 that we would receive
advance warning of Portuguese intentions on Macao. If
the Portuguese seek to obtain "overseas country and
territory"(OCT) status for Macao , we should wish to
make it clear from the outset that this would be
politically unaceptable, so that the Portuguese do not

retain any unrealistic expectations.

European Community Department (External)
FOREIGN AND COMMONWEALTH OFFICE

11 April 1984
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STATE OF PLAY IN ACCESSION NEGOTIATIONS

cuarif)

CAPITAL MOVEMENTS S a1l
TRANSPORT Agreed in full
REGIONAL POLICY Agreed in full
EURATOM Agreed in full

RIGHTS OF
ESTABLISHMENT Substantially agreed (except for inclusion of
escudo in ECU)

TAXATION Substantially agreed (except for Portuguese wish to
’ apply VAT mero rating to
food stuffs)

CUSTOMS UNION Substantially agreed) (includes tmransitional (3/4 year
) arrangements for textiles)

)

Substantially agreed) 7 years tr=ansition

)
tNAL RELATIONS Substantially agreed)

HARMONISATION OF

LAWS Substantially agreed (including Emvironment and
consumer pxoptection but excludi
patents)

SOCIAL AFFAIRS Under negotiation 7 years transition agreed ir Lt

AG: UL TURE Under negotiation (Community h@mve proposed 'Phased
‘ approach' with first phase of
4/6 years before CAP regimes
apply to over half Portuguese
agriculture Ancluding fruit =
vegetables a=nd cereals).

negotiation (Communltv mermitting Portugal
to have 'biologically sensitive
boxes' between 12-200 miles With
access to resources largely
. reserved for Portuguese fishing
Portuguese 10 receive only verv}

limited aceess to EC “ESCUTCwJ)
Under discussion in Community=

OWN RESOURCES To be negotiated
INSTITUTIONS To be negotiated

SPAIN/PORTUGAL To be negotiated
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Thank vou IoT your
have +his chance 10O reitera
for Portuguese 2C
in Europe consolidate
European Community &S

1 sympathise with your <ense of frustration at the sometimes
slow and tortuous,progress of your negotiations with the Communi<Ty.
These have 1D fact made considerable pPrOgress; I am pz:ticularly
glad to se€ that, foiiowing +the recent agreement among the
Aqgficulture Ministers OR +he reform of arrangements sor Mediterxrznean

- fruit and vegetables, - is pnow clear IoT the Community TO get

down to serious discussion ] agricultural transitional

arrangements with Portugal.

The post-Stuttgart negotiations are obviously oX importance for
Portugal, since +hese will t+he Community for wvears to come.
Qur interest ip an outcomé hich will ensure that no Member State
js asked to beaT a 111 i - disporportionate to its mez&DnS,
and that 2 i t iitu is brought under effective control

s which you yourseli bave raised
fie are GOIDE 211 we ©2P
jsfactory copclusion,
nd thus to *27 =

gement

.
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His Excellency Dr. Mario Soares
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which my' Govermment
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On the 28th March 1977 1 e honour preseﬂg_ﬂg on behal:
J

rtuguese GOVeTTment, the form nand Of 'Portugal to join th
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FEuropean L£conom ic Commmity.

solemn opening of negotiations

on the 17th October 1978. | ! -ing to state My disappointment NOW

for the lack of political 111 tha +he slackening of

which t] zart had the genel - yppoTt 0 the
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e are well aware of
bus we believe that they can
urope prevalls over
politic lesigns depend
z2n old european mation, Portugal
finition and resoluticn of all

ccnfronted with. This is also, I think, in the interest of Europe.

We think that the reinforcement of the European-idea cannot be
achieved without the strengthening of the solidarity between the North and

the South of Europe, through a dialogue that pays due attention to the

pecualiarities and the specific problems of the different parts of Europe. eﬁ"r

We think therefore that, although accepting that the accession of Portugal
and Spain could be simultaneously effective, that is to say on the lst of
January 1986, Portugal's treaty of accession should be signed earlier than
Spain's, and already during the first half of 1984, as the portuguese
dossiers do not present any difficulties for rapid conclusion. This would
be the logical result of the separate consideration of eath candidature
and its appreciation on its own merits, in accordance with the provisions

-

of the Treaty of Rome.

The portuguese people are going through a period of restraint meant
to overcome a serious economic crisis. It is our duty to,show now to the.
portuguese public opinion the new roads leading to the future, which (:armv::t&:r
actually defined if we do not know whether we can pursue the previously
chosen trend which aimed‘at full E.E.C. membership or, failing that start in
a different direction if Europe refuses us. It is now imperative to know if

-

we are really going to join "Europe', under what conditions and when.

very historical option has a proper time for its fulfilment. The
time for the fulfilment of Portugal's european option is gradually coming toO
an end. It woulé be an error, in which we are not ready to incur, to further

Ll - -

Gelay the necessary decisions in this matter. Portugal hopes that a decision
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Country = GDP as a % of total Relative prosperity (GDP
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