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EUROPEAIl COUNCIL, VENICE
12/17 JUKE 1980
i STEERING BRIEF

Brief by the Foreign and Commonwealth Office
IR1'rODUCTION "
| 1. 'This is the second kuropean Council of the Italian Piphiﬂbﬁey.
The third of the year will be held on 1/2 December under
1 Luxembourg rresidency.

I 5. There will be satisfaction among Heads of Government that g

the budgzet problew has been settled without further recourse to

the Buropean Council. It will leave them free to devote this

meeting of the Council to its original purpose of providing

f an opportunity for informal and wide ranging discussion rather

! than of settling contentious issues that could not be dealt with

by the Council of Ministers. This will be all the more important

( on this occasion wien tie NMiddle East will form an important
focus of attenlion. Otherwise the main business will be to

prepare for the Economic Sunmit in Venice on 22/23 June.
3. The timetable for the meeting is at Annex A.

| AGENDA AND DOCUIENTATION
‘ 4., As usual there is no formal agenda. The Presidency have
proposed the following subjects for discussion. Relevant documents
are shown under each item.
(1) Economic and Social Situation in the Communi ty
Commission Paper

(2) Energy 3
Commission Faper

(3) Nortx'g(;;(-:utu in preparation
Commission Paper 3 for tne Economic
Summit
CONFIDENTIAL /(%)
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i i dustrialised Countries in prepa;‘a‘.iou.
(4) Relations with In fippEpRsTeiion,

Commisgion Faper Summit

(5) Three Wise Hen's Report
Presidency Report

(6) International lonetary rroblems

(7) Employment
Commission Faper

There will also be discussion of international questions,
“es‘petﬁially‘ the Hiddle East. And the Presidency have corfirmed
that the European Council will probably also choose the next
President of the Commission. Ezch Heac of Government is free
to raise other subjects. The order of discussion will be for

the Council itself to settle.

UK OBJECTIVES
L 1 ¥
5. (a) to give the smaller countries an opportunity to

G ‘contribute to the Econmomic Summit, while keeping

- our hands free of Conmunity commitments;

(b) to secure agreement that the Ecomomic Summit should
also serve as a demonstration of the political
gsolidarity of the West and Japan in the face of the
Soviet expansionism;

(c) to discouragethe Commission proposal on Lorth/South;
(d) to agree a statement on tre iiiddle Best and to invits
the Presidency to take agreed Tollow up action in

. consultation with others in the iiine.

(e) to get agreement on the implementation of ac o
of the Wise lien's proposals as are acceptaole

(£) to avoid a lengthy discussion of employument.

2 SJERT

OBJECTIVES CF CTHER GCVERTELTS

Ga ALl our partners wish to dovote the bulk of discussion
to preparations for the Zconomic Swmit. The Comnission have

/produced
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sduced three papers. Trade is unlikely to feature
prominently. Enerpy has been largely prepared by the IEi
Ministerial meeting on 22/23 lay. This means that our partners'
attention may focus on North/South matters in which they tend
to be more optimistic and to take a more active interest than

il

ourselves. They will wish to e Bt
(a) express concern at the financial problems facing. i
LDCs; :
(b) perhaps, endorse the idea of a North/South summit;
(c) give political impetus to the Global legotiations

to be held at lev York early next year; cha i Rk

We shall have to ensure that we make no new or implied financial
commitments. This will not be easy but it should be possible

to find some form of words. W

' T Og
7. On the Middle East our objectives will be shared by most
others though doubts remain about tke French who may press for
language which would be provocative in the United States.

8. All Hember States, especially the smaller ones, will ‘want
to get agreement on as much of the Wise len's Report as §5j&i’§lé,,

9. It is not clear what useful purpose will be served at this
stage in a discussion of international monetary problems and
employment. On the latter the Presidency want a take-note L
discussion of coordination of national employment and training
services and wak sharing.

TACTICS

10. Now that the budget problem has been settled, we shall want
to be seen to be playing a constructive part in influencing
foreign policy and Ccumunity business on a level with Fraace
and Germany, but also listening to the views of smaller iiemoer
States (who were aggrieved at not being adequately consulted
over the budget settlement, and are of course excluded from
Economic Sumrits). In this way we shall be able to get away

/fron
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from the 8 - 1 situation which developed during the
budget negotiations, and this will help to pave the? way
.ﬂ(;r progress on important Community business in which
UK interests will be involved in the coming months :
mPlemeﬂtation of the budget settlement, fish and
restructuring of the budget.

11. The discussion of the Economic Summit is intended

mainly to enable the smaller countries to have their saye.

va:.ded that the course of discussion is satisfactory, )

the running can be left to the Fresidency and the Cocmission.

m‘&ﬁ-ié. however, a Commission proposal on liorth/south matters
- (Brief No 12) which we should discourage without, if

possible, taling the lead.

/SUMMARY

L
CONFIDENTIAL
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JMMARY OF BRIEFS
o L af
POLITICAL CO-OPERATION (Brief No 15) o RN oy
[ip pmal
12. The European Council will consider a report by Foreign
Ministers on the Middle East, making the case for a move by
the Nine. It will probably recommend a new statement by e‘iim "
Council and put forward for consideration a draft which r]m fies
the Nine's position on some of the key issues. The drn%t ;.:fgy."m_)
likely to incorporate the idea of subsequent soundings yyhgue; -
Nine (through the Presidency or an emissary) of all the coi %d
parties and a cautious restart of the Euro-Arab dialogu The o
aim of the soundings would be to explore what further st p_{'“""'
towards a comprehensive settlement might be taken, bearﬁ{i'@'u;
mind the need to retain US and Israeli goodwill as far as. =
possible. Expectations of an initiative by the Nine are 'lwwéﬁi;;
Tension in the area is high, particularly following recent: = =
violent incidents on the West Bank. Other probable topies.
for discussion will be East/West relations where our obje:
will be to stimulate a serious discussion and re-estit_)

stronger Western consensus following Giscard's meeting |
Breznev; and Iran where a number of possible avenues curi"ﬁtly'h
being explored could lead to a resolution of the hostage Ty e

=

problem. Meanwhile no further European action on Iran seems
likely to be helpful. o

. &
i
ECONOMIC SITUATION IN THE COMMUNITY (Brief No 4)

13. There was a full discussion on this at Luxembourg. The
ground will not probably need to be covered again in any detail.
But the wide measure of agreement already reached that ta"‘ék‘li‘ﬁ&'
inflation is the first priority was useful and could be reaffirmed

if necessary.

14. There is unlikely to be any substantive exchange on the EMS
or the establishment of the European Monetary Fund (Brief No 5‘)}
The latter was discussed at Luxembourg and referred back to the
Monetary Committee.

/EMPLOYMENT

5
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EMPLOYMENT (Brief No 6)

15. We want employment dealt with in a low key. None of the
proposals on work sharing is likely to be helpful to the UK.
(They will probably include proposals on the controlled use
of temporary work, on part-time workers, on overtime working
and flexible retirement).

16. A satisfactory outcome from our point of view would be for the
European Council to take note of the outcome of the Social Affairs
Council and work currently in hand. We should resist attempts

ve the Commission high-sounding instructions, which

ectations and impose burdens on industry.

rai

i
VENICE ECONOMIC SUMMIT —~
ECONOMIC ASPECTS (Brief No 7) .
17. The Presidency intend discussion to be based on the Commission's
papers on energy, North/South matters and relations with
indu alised countries. These are covered in brief nos 8, 9

and 10 respectively.

18. The Council meeting is an opportunity for non-Summit members
to have their say so that the Italian Presidency can take due note.

19. Preparatory work for the Economic Summit is well advanced.
The primacy of the fight against inflation is likely to be the
main theme. Energy will also be important; we hope the stress
will be on medium term issues. Neither trade nor international
monetary reform are likely to be prominent (see also para 27 below). |

Energy (Brief No 8)

20. The Commission Report outlines progress made on energy
matters since the last European Council. We expect discussion

of energy issues in preparation for the Venice Economic Summit

to be brief. The Venice Economic Summit should concentrate on
long term issues. The Commission Report should reassure non-Summit
member states that Summit discussions on energy will take their
interests into account.

/North
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Ncrth(South (Brief No 9)

$1. Other Heads of Government are likely to show inter 'gf
in this subject. The Commission have proposed an initistive

in the financial field and a North/South Summit. We should =
discourage both but preferably without taking the lead our
main partners are likely to be cautious about the Nortl
Summit which, in any case, the Mexicans and Austrians bgvé ln hand.
We should argue that the International Financial Instituf o
(IFIs) have measures in hand; the best course for the “AwsTi i

Community is to support them. ! e

22. We should, nevertheless, make clear our concern about i’hg
serious problems facing LDCs and the need for practicnl s r
We must also take account of the need to preserve the f
political interests, eg by avoiding giving an unduly neggt{%bﬂ

ot AL

1mpressu>n

23. Others may raise the possibility of a Dialogue with 01!1
producers. We should acknowledge their crucial role bpz a

caution. Global Negotiations are too cumbersome. Disc
with OPEC as an organisation could strengthen the hard-
Any smaller members (eg Gulf producers) would be nervous
of their OPEC flank. It would be best to express readiness
to talk while feeling our way forward. vo e O

Relations with Industrialised Countries (Brief No 10)

24. The Council will have before it a report by the ol
Commission on EC relations with the United States and Japan.
We should endorse the conclusion that the EC should coqt;p&!
to cooperate with the other major industrialised countries in
seeking to maintain an open world trading system. .
VENICE ECONOMIC SUMMIT : POLITICAL ASPECTS (Brief No 11) :
25. In view of the strains among the allies caused by divergent
reactions to the Soviet invasion of Afghanistan, there is a need

to use the Venice Economic Summit to reassert the underlyink
cohesion of the West and Japan. B

26. The French were reluctant earlier to see this ''economic''

/summit
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summit used for political purposes, and still more reluctant
to associate themselves with American-led opposition to the
Soviet Union. In public they are modifying their stance

on the first point (and more SO in private). They have now agreed
to discuss political matters at Venice but may wish to limit
reference to this in the communigue to language SO general as

to weaken the public impact and miss the objective of demon-
strating solidarity.

INTERNATIONAL MONETARY PROBLEMS (Brief No 12)

~fficial candidate but known to want the job). The Irish

ave talked of running O'Kennedy. We do not regard any of .
these as 'papabile'. - Much more interesting from our pointyr "
of view is the possibility of an Italian candidate. The Italians
are keeping their cards close to their chest, but a Pandolfi
candidature is increasingly talked about, with speculation
Colombo is an alternative possibility. We would want to .ﬂp%v
either. The French are reported to be in no hurry to come to
a decision; and, if only unsatisfactory names are put forlnr$

27. It is not yet clear how the Presidency plan to handle
discussinon of this item. Although they have not specifically
included it in the list of items fardiscussion in preparation
conomic Summit, they probably intend it as an
Opportnnitx for non-Summit members to express their views before
the Summit. There are no special UK points to make. If there is
discussion the UK interest is to seek agreement that
existingvin'titutions must be built upon. Some discussion of

is possible depending on the outcome of the

E FIN Council on 9 June.

THREE WISE MEN (Brief No 13)

at Venice, nor are we. |

BUDGET AND RELATED ISSUES (Brief No 3) JALY

30. There should now be no need for a substantive discussion E
of this subject. The Council of Ministers and the
Commission should be encouraged to solve any points of m
and to prepare the legal instruments to put the decisiéns
effect expeditiously. Work will be proceeding on thén i S0
implementation of the settlement. It is too early to know how
matters will stand by the time of the European Council. The-f’
question is also likely to be linked with the wish for ln elt y
adoption of the 1980 budget, with the 1981 budget procedutes £

the Wise Men's proposals on whichiagreement has been reached following close behind. A supplementary brief will be provided
and its decision on those that are still disagreed. Of the |
latter the most important is the size of the Commission. Our
po it n is that the status quo should be maintained until the
accession of Spain and Portugal. 31. 1If, as we expect,the Dutch decide that they will not sign

the draft Convention on Extradition which has been agreed by

| officials of the Nine, this will effectively kill the French »

29. At Luxembourg the European Council agreed to the proposal
proposal for a Common Judicial Area. Giscard may try to relaunch the
of the Three Wise Men that the President of the Commission should [ B

28. The meeting will have before it a document from Foreign
Ministers seeking the European Council's endorsement of those of

if necessary.
—

COMMON JUDICIAL AREA (Brief No 16)

RESIDENT OF THE NEW COMMISSION (Brief No 14)

proposal.
be appointed six months in advance of taking office. Since

Mr Jenkins' term ends on 31 December, a decision on his successor
should therefore be taken at or shortly after Venice. No
consensus has yet formed. Early runners were Gundelach (who i

FOREIGN AND COMMONWEALTH OFFICE

5 JUNE 1980
is now however reported to have withdrawn) and Thorn (not yet an &

Jofficial
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ANIEX A .
2h s THIS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESIY'S GOVERNMENT
TIMETABLE OF ZVENTS GOVERNMENT
b \
- . EHG(V) (80)2 cerrigendum
1500 Cini Foundation First Session of European council < -
to 10 June 1980 COPY NO .74
1900
2000 - pinner for Foreign liinisters, hosted .
by Italian Foreign liinister :
2100 Dinner for Heads of State/Government FUROPEAN GOUNCIL, VENICE
nhosted by Italian Prime Minister 1243 suneRie .
2 ” : S
Cipriani Hotel UK delegation dcbriefing meeting f
STEERING BRIEF 8
Note by Foreign and Cemmenwealth Office . L
<) Y P
e il el 'v.
priani Hotel UK Delegation briefiny meeting 1
: bl
A Revise of Annex A - T
X | Foundation Family photograph imetable of Events -
# is attached.
Cini Foundation cecond Session of European Council
.

Cini Foundation Press conference oy the Jresident of
» the European Council and the President
of the Coummission

1330 Cini Foundation Informal buffet lunch

Fereign and Cemmenwealth Office
10 June 1980
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ANNEX A (Revise)
TIMETABLE OF EVENTS i
THURSDAY 12 JUNE
3 1300  cini Poundation Lunch for delegation members
1500 Cini Feundatien iy et
to (Biblieteca First Sessien ef Furepean . |
1900 Lenghena) 4
]
1900  Cini Foundatien . )
~ 2100  Palais Pisani Dinner fer Heads ef State/Ge: o
hosted by Italian Prime Minis: L
Palais Pisani Dinner for Foreign Ministers
by Italian Foreign Minister
Palais Pisani Informal talks
Cipriani Hetel UK deleyatien debriefing mee :
t ‘
FRIDAY 13 JUNE . |
0830 Cipriani Hotel UK delegatien briefing meeting ’
!
0955 Cini Feundatien Family phetegraph o o {
1000 Bizi:l;;::: Second Sessien ef Eurepean Ceuncil ) “
Cini Foundatien Press conference by the President [
| of the Eurepean Council and the {
‘ President of the Commissien
1330 = Cini Feundatien Informal buffet lunch
|
| .
B!
i
4
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EUROPEAN COUNCIL VENICE Amahai
12/1% JUNE 1980 e

UK BUDGET CONTRIBUTION AND RELATED SUBJECTS

OBJECTIVE + Mibdanaee .

1. To ensure that any discussion is limited to c’dnfi@mg‘ga'
agreement reached in Brussels on 29-30 May. L4

Brief by the Foreign and Commonwealth Office, HM 'Preaw‘

e

i .
L4 TREAN Ol v g

POINTS TO MAKE (for use as necessary)

2. Glad it has been Possible to reach agreement. N

no losers.

ey el wre

g

Ry R 5. Now possible for Community to focus on other

external and internal. Cirgy

4. On budget, in general interest to expedite agree:
required legal instruments in appropriate Councils.,

Pt FaeE ! —

have
agreed to have of the development of Community policies LG RE
examination of operation of Community budget, including need to
keep within 1% ceiling and to prevent recurrence of anunggé le
situation for any Member State. Review needs to be well prepared.

|! 6. [If 1980 budget raised] Can agree to European Counci urging
|
|

c

5. In the medium term must put to good use the revi

Council of Ministers to make rapid progress. We want budg t adopted
by end July. Under some chapters 12/12ths could be exhaugge.d by end
& August.

755 [If Regional Development Fund raised] 1200 mEUA is right
figure for 1980. Proposed by Commission. UK budget agreement is
[ based on Commission estimate of UK net contribution that assumes

] RDF of this size. This higher figure will help to secure Parliament's
agreement to the budget as it is the figure they wanted. ; !

: : /BACKGROUND

CONFIDENTIAL
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BACKGROUND B
merely to "do their best" to ensure decisions are taken

R g ] . .
Qﬁﬁxfnces- A: UKREP telno 2654: reporting Foreign Affairs e

Council conclusions of 30 May
3 Reiteration of earlier Finance llinisters conclusion on need

B: Note on CAP prices package o adopt prudent farm price policy and control CAP spending
C: Note on sheepmeat settlement
D: Council Declaration on Common Fisheries Policy

(para.8 of conclusions).

10. Reference also to 7% ceiling. Useful because this is an

important lever in our hand for ensuring that the 1981 rm mnds

Budget

8. 5 Essential elements of Foreign Affairs Council conclusions
(from text at Ref. A) were:

g&) 1980 contribution would be limited to 609 mEUA provided
Commission estimate of our net contribution of 1784 mEUA not
mm"i- If actual figure exceeds Commission estimate, risk sharing

to radical change.

We shall press in Council for rapid agreement to texts of
new regulations. (Commission likely to be considering draft bexba
at 11 June meeting). Vital that these be ready at early sﬁa@‘
order to enable Commission to start spending money in UK. _N 1
These could run over in 1981 if necessary hut

11e

t will split remainder 25% to UK, 75% to others; - overn sctnal: pac/ments
In 1981 provided UK figure does not exceed Commission 24 still be made within UK 1980/81 financial year.
i ﬁ#&;:‘;;“or:f:A’ lix'nit SRREERNeRELTIbUtion of 730 mEUA. If 12. 1980 Budpet: Italians are trying to get 1980 budget gdopterl as
N sharing formula as follows: soon as possible (preferably before their Presidency ends). |
first 20 mEUA borne by UK; proposed budget Council on 16 June. Parliament to hold e
't'@ﬁﬂ;‘ ~ next 400 mEUA split 50:50; session on 26/27 June. They could adopt it then, but only 3f thgy
‘thereafter 25:75 as in 1980. were willing to leave it upamended. They may well amend, in which
(o) “For: 1982 solution to UK problem provided B G humn iy case second Budget Council xt:ould b? needed in ear]'.y -.Tul.y followed
. zeselve problem i structural changes b anination by Parliament's second reading at its 7-11 July sitting.
15 Major UK aims will be:
(a) To ensure a substantial sum entered for advance payments
to UK budget solution (given method of payment, will only be possible
lon and Council will act accordingly; o to get a part in 1980 budget); il
payments up to and including 1982 will be made through (b) To secure highest level of RDF possible (Commission budget
i 2 lal Mechanism and Article 235 Regulation (neither of proposals have reverted to their earlier figure of 1.2 bi,l;l.,x;;qn EUA
ﬁh has been discussed in detail in Council up to now); (they have also based their estimates of our 1980 net contribution
eﬁ credits paid in the first instance as under nacent on this assumption); 1979 second Budget Council agreed to 1015 mEUA.
Financial Mechanism Regulation i.e. 75% on 1 January of following Italians will probably urge us to press for higher sum to be
7555? and remainder as soon as state of accounts enables final established by Council on 16 June. Together we could block Council
ad justments to be made. However, special clause included to Shable agreement to lower figure, but not get our own figure entered unless
Council to make advances on request by the UK. others support). A
French tried to insist that 1981 price fixing should not be | 14, lMost unlikely that European Council will discuss details. .
challenged (normal timetable would involve discussion shortly before I However, if Italians propose higher RDF on grounds that they should
date gf_&ench Presidential election May 1981. Giscard is concerned ‘ e.g. be compensated for their contribution to UK budget solution, we
about effect on farming vote if price fixing is held up again). But should support. As we get 27% of RDF expenditure we benefit too.
French acquiesced in the end to a formula committing Member States /CAP Prices ...
/merely
. CONFIDENTIAL
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CAP Prices Package

15. The main provisions of the 1080/5l CAP prices
and the most important implications for the UK interests are

settlement
Set out in Note at Ref B. Nearly all the appropriate regulations
implementing the settlement were agreed on 5 June and the new
prices were to take effect either immediately for commodities,
like milk and beef, for which the current year had already ended
or at the beginning of the respective commodity marketing years
for other products i.e. sugar (1 July), cereals (1 August), and
wine (mid-December). The commitment to production refunds for
cereals used in whisky remains to be implemented before the end |
of through negotiation in the Agriculture Council. The next

Council in mid-June will consider certain agricultural aid g
proposals for Northern Ireland. The Council is also committed
to continue discussion of savings in the beef sector.
Sheepmeat

‘The scheme should protect the interests of New Zealand and I
r third country suppliers. A summary is at Ref C. The

Regulation and prices for 1980/81 are agreed, but the

will not enter into force until the implementation of the

Testraint agreements being negotiated by the Commission

with third country suppliers, notably New Zealand. New Zealand

accounts for over 80% of the Community's annual third country

imports of about 230,000 tonnes. The New Zealanders have a

number of reservations about the proposed regime, as Mr Muldoon

told the Prime Minister on 1 June, but they decided on % June o

to enter into negotiations with the Commission. Since the

provisions in the agreement in respect of New Zealand give her
‘an effective veto over the introduction of the regime, the New (]
Zéaiﬁnders have the opportunity to negotiate not only on the |
volume of imports and tariff reductions but also on the operation f
of export refunds and other matters of interest to them. ‘

17. The Australians have delivered an aide memoire recently i
expressing concern about the regime's effect on their own trade, ! I
although this trade is of very much less economic importance |
to them than New Zealand's.
a volmitary" restraint agreement which will safeguard their
rather smaller interests.

It is open to them to negotiate

/Fish
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18. The Foreipgn Affairs Council on -0 Hay agreed ta include
a declaration on fisherics as part of the proposed budget

) Package' (text at Ref D).

19. The main points are:
(a) a deadline of 1 January 1981 for settlement of the
revised CFP; ‘
(b) a list of most of the main elements which need to be
decided in a revised CFP (conservation, quotas, €o ol
measures, structural aids, third country arrangements),
with criteria which should be applied in determining
the solution on each element;
(c) a separate section on access arrangements which also
mentions criteria to be taken into account in ma :
a decision on this aspect. We regard this as def:
access to be an additional element in the fisheries
package on which a decision must be reached before
1 January 1981; s
(d) an instruction to the Fisheries Council to proceed
with negotiations on 16 June, especially on icertaini
aspects.

20. The text leaves fisheries to be negotiated on its n‘mz‘i}bjgr.
t
include unacceptable language on (or explicit reference 170:'

Despite pressure from the Germans and others, it does

"equal access'.

21. There is no reason to raise fisheries at Venice. If others
do so it is important to stress that all CEP issues (i.es . 8
including access) should be considered together. We should
resist changes to the Brussels text.

Foreign and Commonwealth Office

5 June 1980
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12/13 JUNE 1980
COMMUNITY BUDGET R%VIEW AND REST]

Note by Foreign and Commonwea!

Bud;et rReview and Restructuring.
this brief snould be added to the I
No 1).

Fereign and Commonweal th Oftice

10 June 1980
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EHG(V)(80)3A COPY NO
1€ June 1980 X :

EUROPEAN COUNCIL, VENICE
12/13 JUNE 1980 -

COMMUNITY BUDGET REVIEW AND RESTRUCTURING B
Brief by the Foreign and Commonwealth Office

OBJECTIVE

1. We have no particular interest in raising this subject
ourselves. The Commission already have a satisfactory mandate
to make proposals by the end of June 1981 and we do not want
discussion of that mandate reopened.

POINTS TO MAKE [IF THE SUBJECT IS RAISED]

2. The agreement of 30 May offers us a real opportuqi
prevent the recurrence of unacceptable situations for an
Member State. The 1% ceiling is also going to prov;dn a
valuable discipline. K

r

3. The review the Community will be conducting will req
careful preparation. But it will also need to be pressed
forward with great determination. It is in everyone's interest
that decisions be taken by the end of 1981. il

4, We shall approach this constructively. We have no wish to
challenge the principles of the Community.

5. We are looking for a better control over CAP expenditure and
a better balance between it and expenditure on other Community
policies.

6. [If the French or Germans raise their ideas about limiting net
benefits] This is one of the ideas which will need careful
examination.

7. [If Schmidt or others raise CAP reform] Entirely agree with

need for changes. Commitment to reform could be incorporated in
Presidency Conclusions.

CONFIDENTIAL /BACKGROUND
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BACKGROUND
8.The Commission mandate is as follows(para 7 of 30 May Foreign
Foreign Affairs Council Conclusions - full text attached as
Reference A to Brief No 3):''For 1982, the Community is
pledged to resolve the problem by means of structural changes
(Commission mandate to be fulfilled by the end of June 1981.
The examination should concern the development of Community
policies, without calling into question the common financial
’?esponaibility for these policies, which are financed from
the Community's own resources, nor the basic principles of the
Common Agricultural Policy. Taking account of the situations
and interests of all Member States, this examination will aim
to prevent the recurrence of unacceptable situations for any of
them). If this is not achieved, the Commission will make o
proposals along the lines of the 1980-81 solution and the
Council will act accordingly.''

9. The UK interest is to avoid substantive discussion at this
sStage. The 30 May Budget agreement pledged the Community to
resolve the UK Budget problem by means of structural changes.
The Commission mandate is to put forward proposals by the end
of June 1981. Left to itself, the Commission is more likely
to come up with proposals that suit us than it would if the

30 May agreement was glossed in some way at French instigation.

10. We are concerned not to start discussions on contentious
matters relating to the 1981 review (eg. Giscard and Schmidt's O
ideas on a limit on net benefits from the Community Budget) before
we have got agreement on Community legislation to implement

the 30 May budget settlement. It is important not to provoke

the smaller Member States at a time when we shall need their
support in getting the legislation through in a form acceptable
to us.

11, The question may however be raised in any discussion on
enlargement that takes place as a result of President Giscard's
speech on 5 June (Brief No 17). Giscard may, for example, use

/the
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the occasion of the European Council to put forward ideas
for reviewing the rules of Community financing.

12. We understand from the Embassy in Bonn that Schmidt
intends to press for Council endorsement of a commitment to .
reform of the CAP by the end of 1981. He seems to envisage
this exercise being contemporaneous with the budget review
(with which, of course, it is closely linked). The French
President, Prime Minister and Foreign Minister also suggested

last week in connexion with the National Assembly debate on

lead. Tactically, it would also be wise to avoid any :gp
linkage between the budget review and this exercise.
Satisfactory reform of the CAP can be achieved without mt
to the basic principles contained in Article 39 ot the
It will not, however, be appropriate for this Council to discuss
specific methods of reform and, in endorsing any commitment

to reform, we need to avoid any undertakings on financial
solidarity, unity of the market or Community prefere }
the French will probably wish to have inserted in the text and
which could be used subsequently to preclude certain W of
reform eg. part national financing of CAP expenditu -
French insist on a reference to the Treaty,it should be uxﬁuod
that a simple reference to Article 39 is all that is necessary.

FOREIGN AND COMMONWEALTH OFFICE

10 JUNE 1980
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EUROPEAN COUNCIL, VENICE -
12/1% JUNE 1980
ECONOMIC AND SOCIAL SITUATION IN THE COMMUNITY

Brief by HM Treasury

P
B OBJECTIVE b
1. To emphasise that UK policies are part of agreed Community
formula.
POINTS TO MAKE
.
2. (i) Activity in most economies beginning to sl
after recent unexpected resilience. Growth prosy&d:s ‘ﬁﬂis
year are poor and little if any recovery is 1i 1
P ;
o (ii) Upsurge in inflation may be reaching its peak, with

wage settlements modest in many major countries.

(iii) Widespread acceptance that tight fiscal and mometary
policies unavoidable. US interest rates have come off the

boil but this might take a little longer elsewhere.

(iv) Better distribution of current account deficits than
after 1973-74 oil shock. Helpful that countries which
can finance deficits are doing so rather than trying to

] push them on to others less well off.

CONFIDENTIAL CONFIDENTIAL
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CONFIDE! mid-1978 might now have run its course. In general, only a

(v) But IDC's will have to reduce deficits to levels

that can be financed. Increased recourse by them to the small part of the upsurge has becn home-grownd. Wages have

IMF seems necessary and desirable. increased much less sharply in most countries than after the

1973-74 0il shock. Within the EC, experience in containing the

BACKGROUND (A1l information useable) increase in oil prices has varied widely. The average inflation
'

rate is above that of the OECD as a whole and the gap between

References ]

—.—es the best performers (Germany, Luxembourg) and the worst (:

A: Com(80)3200. The economic and social situation in the

Community.

A number of EC countries have some formSof

UK) has grown
indexation which makes the problem of containment especially:

severe. Italy is particularly vulnerable. A pay freeze is in

nt price increases have underlined the disarray in the force in the Netherlands.

0il markets. Although stocks are high and demand and supply are ¢ ~ L
broadly in balance, the price structure remains unstable and many 6. Monetary policy has been the main weapon in the fight
major countries are in a weak supply position. The deflationary against inflation to which all countries have givén prio:
011 price rises since 1978 is around 2 per cent of the With money supply targets being maintained or tightened,
's GDP, much the same as in 1973-74. rates reached record levels in most countries earlier this year
= i as inflationary expectations worsened. Rates have fallen back :
41 .'But“ éithqqgh B s Likely b0 Rl eistantiallyy the dramatically in the US on the arrival of the recession a
X should be less severe than in 1974-75. GNP _growth in clear evidence that money supply was growing well below tar|
the OBCD is expected to fall from almost 53 per cent in 1979 An immediate or precipitate fall in European rates is unlikely.
£o around 2 per cent in 1980. The USrecession could be quite C e The European economies are slowing down later in the icycle
deep, increasing the possibility that OLCD growth (B recover than the US and money supply targets are not being as comfomt;blts
little, if at all, in 1981. Within the EC, growth held up e N
surprisingly well last year - notably in Italy and Germany - |
== -
and this year could average around lz-1i per cent. fThis implies | 7. Fiscal policy in many countries is becoming generally more
growth in Italy and the Netherlands over 2} per cent lower in restrictive as they seek to restrain or (in the US) eliminate
1980 then in 1979 and in France and Germany between 13 and 2 [ | budget deficits. Some of the smaller EC members, who have acute
per cent lower. o, Lk she UK, oubput is expected to ) | problems over the size or financing of their borrowing xiequirementsg
fall this y’ear- _ have suggested that policies are generally too tight. But advocacy

of relaxation has won little support in the major countries. The
5. ‘The average inflation rate in the major countries reached

Commission's view in its paper is that "there is -..n0

over 123 per cent in March, but the upsurge that started in
CONFIDENTIAL
e | monetary policies".

| alternative to maintaining broadly restrictive budgetary and
CONFIDENTIAL
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counter serious difficulties. It is clear,

CONFIDENTIAL

8- The Ui's commitments to lower government borrowing and banking system will en

though, that the IMF will have to play a larger role and its
credit arrangements are currently being reviewed. The LDC's should

he Fund and agree adjustment programmes

the reduction of public spending are essential to tqueeze out
inflation ang improve economic performance. The commitments
have been widely endorsed internationally. To quote the be encouraged to approach t
G’omi?g'aj,gn's Paper, "A reduction of the budget deficit in proportion at an early stage.
to GDP must indeed be a key medium-term objective for the |

Community as a whole..."

9. The OECD area is now cxpected to have a current account I

of "around @100 billion in 1980, of which about one-half

could fall on Community countries. Deficits within the industrial .

\

countries should be better distributed than in the mid-1970's. g M TREASURY
JUNE 1980

W

Germany and Japan might share a deficit of around $40 billion and

the US At could be quite small. It seems to be accepted

that countries able to finance their deficits should do so
rather than attempt to shuffle them off on to others. Recent

| moves by Germany and Japan to arrange capital inflows are welcome.

However, some smaller EC countries, notably Denmark and Ireland,

' especially severe current account problems and may have to

tighten policy further.

10. The position of the LDC's is likely to deteriorate signifi-
cantly. Even if they cut import growth sharply their:combined

deficit could rise to around g55 billion in 1980. No single

initiative can solve their problems though, and they will need

to reduce their deficits to what can be financed. “

11. Concern has been expressed about the ability of the
international banki. system to recycle OPEC surpluses as
smoothly as in the mid-1970's. Market conditions could be less

favourable to borrowers, but it remains to be proved that the

CONFIDENTIAL CONFIDENTIAL
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EURCFEAN ‘COUNCIL, VENICES

12/1% JUNE 1980
EMS/EMF (CONTINGENCY BRIEF)

Brief by HM Treasury:

OBJECTIVE

(1 To avoid a commitment on sterl

EMS exchange rate arrangements, but &

to explain our position in a positiwi

2. To avoid a substantive debate on ggg

are imprecise.

POINTS TO MAKE

4. The Community bodies have not had
work on the EMF since the last Europear
wait for this before discussing the q

CONFIDENTIAL
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BACKGROUND

5. Neither subject is scheduled for discussion.

6. The Prime Mipister will be aware of the difficulties

for monetary policy that could be posed by early participation
in the EMS exchange rate mechanism. The draft statement at
Annex A is designed to present these in as favourable a light

as possible.

\The Duxembourg Eurcpean Council had before it three

Jn progress towards the establishment of the European
y Fund. Heads of Government took note of these, and
invited the relevant Community bodies to press ahead with

WO: "-" in opder to move on to the imstitutional stage of the

) would include the creation of the European Monetary

Luxembourg Buropean Council.

tshy No mention was made in the European Council conclusions of
the target date for the establishment of the EMF, which is

HMarch 198’1. Tt is now almost certainly too late to keep to this.
This suits the French and Germans, who find the date uncomfortably
'tﬂlmse to their domestic elections, but may displease some of

the smaller member states. It is not an important matter for

us. Any discussion of a new target date would be better deferred
until the scope of the prolLlems involved in setting up the EMF

/
has been more fully assessed.

HM Treas\
% June '\gé%

CONFIDENTIAL
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AMMEX &

for resisting inflation.

The United Kipgdom is participating fully 'in the I’d u
on the setting up of the European Monetary Fund nnd‘ ir
to bring sterling into the exchange rate mechanism of
EMS wben conditions permit. The Government wish to do
in circumstances and at a time which are ‘b;est for th %
Community and for the System, as well as risht for a\u: o:ii

economy.

We are giving first priority to 5un1ns control
monetary conditions, achieving our monetu‘y tax'set'
bringing our rate of inflation nearer to that in most oﬁa

Community countries. In those cond:.tzona we would hav

i CONFIDENTIAL - °
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tave the support of their Community

ernment look forward to the time when' 5

efforts will ensble the United:

e exchange rate mechapnism of the EMS.

CONFIDENTIAL
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EUROPEAN COUNCIL, VENICE
12/13 JUNE 1980

EMPLOYMENT AND SOCIAL POLICY

Brief by Department of Employment

OBJECTIVE
To be seen to be associated with Community concern

But to focus attention on practical steps such as work

training services now being discussed in the Soci

POINTS TO MAKE

Employment
a) The Commission is right to emphasise the impor
inflation and increasing Community and national
improve employment prospects. But only so much mﬂm '
ments. The rest must be done by industry itself.
Community level might usefully concentrate on a:
trial areas and for traditional industries (Shipb

which are major local employers.




CONFIDENTIAL
Tailse expectations about Community initiatives in arcas in

which they cannot be expected to operatc satisfactorily -

< 1,‘s!mn'l;'ng_, for instance, is substantially a matter to be

se ‘-ie'd by negotiations between managements and employees with

A0 eye to what can be afforded in each individual firm or

dindustry.

L Measures for Steel (il raised)
* UK is broadly in favour of the Commission's proposals.

But further discussions seem necessary to clarify the proposals

' they could best be used.

f Social Affairs Ministers, 9 June

d)  [The Council has agreed a Resolution on Guidelines for a

Labour Market Policy. This should usefully support the

,eug&:hening, where necessary of the training and employment
v"m@.ﬂ]" An approach of this kind is perhaps more relevant

ﬁ%:ﬁ?s‘éﬁ’t needs then measures to reduce or share working time

ld have results which threaten the competitiveness of

industry in world markets.

But the Community does itself no service if antagonism is

‘allowed to grow between the Council and the ETUC. We need to
2 e #

g@’it nue efforts to seek common ground with unions and managements
and encourage the Commission in its contacts to underpin the

"&i‘wfdzn'é between them.

A: Commission Paper COM(80)304 final: ''The Unemployment
.y Problem''

3. The Commission's paper on the Unemployment Problem points to the
intem:elaticinship of economic, energy and industrial policies in
determining levels of employment. The paper stresses the

need to develop the links with

/managencnts
2.

CONFIDENTIAL
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managements and unions and expresses fears about the deterioration in the

g ocial climate that could arise from present economic and social difficulties.
The paper makes no new specific recommendation but indicates the importance
attached to new technology as a factor in employment and the Commission's

wish to continue its work on the adaptation of working time (Work Sharing).

4. On points of detail in the Commission's paper the UK does not endorse
the suggestion (page 3) that our overseas aid falls short of earlier
commitments and believes that our ability to provide more aid depends

on the strength of our economy. Nor do we go along entirely with the
implications, e.g. in the paragraphs on energy (page 2) and industrial
policy (page 3) that greater intervention by national governments and the

Community will lead to improved employment prospectss “

Social Affairs Council

5y [’I‘he Social Affairs Council met on 9 JuneJ and agreed a Resolution
on "Guidelines for a Labour Market Policy" - effectively a series of
suggestions for improving natiénal employment and training services where
necessary and improving Community cooperation in this general area. !lll
subject matter was not seriously controversial in itself. The unions,
however, made clear when this same subject was considered at a l‘.htii‘l’g

of the Standing Employment Committee on 29 May (unions, managements,
employment ministers and the Commission) that they regard this kind of -
topic a secondary subject and a poor substitute for further Community

action to bring down unemployment levels, in particular as they advocate,

by measures aimed at sharing available work and reducing working time.

6. For its part, the Commission complains, e.g. at the Standing Employment

3. /Committee

CONFIDENTIAL
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G mittee, of inconsistency between the remits it receives from the
b) note the Commission's efforts (perhaps even commend them) for

European Council and subsequent action in the Council of Ministers. .
developing useful consultation with and between managements and unions;

~ The conclusions at the last two meet ings of the European Council have
Skbdadstne i ane passages:- c) urge the Commission to continue with this task of consultation as
part of the background preparation for the Commission work on employment

November 1979 [our und"nnind policies including the effects of new technology, and the envisaged

""A more coordinated approach to employment problems should communications on working time which the Commission is now preparing;
be defined. The European Council accordingly requests the

Commission to submit proposals on specific measures which
could be framed tp promote more incisive Community action

. to deal with the enemployment problem.' ~ - Social Measures for the Steel Industry i
‘ 8. The special temporary measures proposed by the Commission to ‘help
alleviate the social effects of the restructuring of the steel industry
April 1980 ] 3 -
comprise 1) early retirement provisions, 2) assistance on a strictly limited
" ..... efforts within the Community to reduce structural L
and tapering basis for reorganisation of the work cycle. The proposals
unemployment should be stepped up and better coordinated g e
have been discussed in varying community fora but agreement has not ¥
i taking into account the proposals which the European Council ] ‘
‘ X reached between member states. Meanwhile, officials at the c_hﬁm;ﬂhvg
" had at its previous meeting asked the Commission to submit." s ¥
' held talks with representatives from BSC and with officials from the
s Department of Industry.
This kind of wording raises expectations. But the Council subsequently
ﬂpro-chcd by the ‘Commission for going no further than agreeing é
' -

i

Unemployment

limited generalisations of a non-binding character. Yet if managements and
9. Average 5.7%. Highest is Belgium 8.5%; lowest is Germany at 3.2%.

unions have no common ground, the Council cannot mark it out. And neither
UK is 5.8% (source. Eurostat 4 - 1980 of 19 May '80).

can the Commission bring effective proposals if they only have support of

one side of industry.

7. The conclusions of the Council should, therefore, give some impetus |

to further development of the consultative relationship rather than call for j | DEPARTMENT OF EMPLOYMENT

further specific measures. The European Council might for instance:- 4 Sizs it
a) note a useful outcome to the Social Affairs Council on 9 June; 2
b
4. A
CONFIDENTIAL
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EUROPEAN COUNCIL, VENICE
G

12/13 JUNE 1980
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PREPARATION FOR ECONOMIC SUMMIT: '
ECONOMIC ASPECTS'

taonl

Brief by Foreign and Commonwi

OBJECTIVE

1. Let non-Summit members have their say.
POINTS TO MAKE

2. Nil.

BACKGROUND

3. The Commission have prepared three pi

of a discussion of the Venice Economic

9 and 10).

4. Non-Summit member states will be represen
Presidency and by the President of the C
discussion of matters relating to Communit
been kept informed of preparations by regular b
by a member of Mr Jenkins' office.

5. Preparatory work well advanced., No unf
Draft communiqué largely agreed.

6. Fconomic Summit likely to stress over

against inflation. This accords well with




CONFIDENTIAL

o
7. Energy also likely to be important (see brief no {40)id Northh
South matters likely to be more prominent (brief no 9). Trade

unlikely to feature much except for a commitment to maintain open

markets (brief no (0).

8. International monetary matters unlikely to be prominent.
Giscard initiative has not materialised. IMF discussions on a
Substitution Account have faded. However, some discussion of re-
cyeling possible. Continued importance of private markets
btaidiy agreed; role of international institutions likely to

increase (brief no 12).

Foreign and Commonwealth Office

CONFIDENTIAL
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EUROPEAN COUNCIL, VENICE ,  dutriee
12/13 JUNE 1980 i
ENERGY (e
Brief by the Department of Energy . O

OBJECTIVE Py

r'. -
(1) to prepare for the Venice FEconomic Summit by{pmomqﬁfﬁg
a discussion focussing on long-term energy problems ;

{
(G 1) to let the non-Summit Member States have their :
on preparations for Venice Economic Summit. e

POINTS TO MAKE

1. Venice Economic Summit — .

Energy problems intimately linked with wider economic |
of 1980s. Doubling of oil prices last year a severé@mm@k'
world economic growth. OECD have calculated that by 1981 loss
to Western economies will be $300 - 400 billion or $1,50
$2,000 per family. Vital to avoid a situation where energy

supplies become a permanent constraint on economic growth. =

2. VWorld oil production probably close to its peak. Production
increasing in North Sea and Mexico, but falling elsewhere (eg
US). Unlikely that OPEC production will rise much above its *
present level in 1980s.

Key long-term objective must be restructuring of energy economy,
particularly to reduce dependence on oil. Venice Economic
Summit should focus on policy measures needed to achieve this.
Must recognise that some hard politiecal decisioné may be
necessary. Setting targets not enough. Firm commitments to
action needed at national and international level. Welcome work
done in EEC and IFA to define long-term objectives as positive

/input
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input to Economic Summit.
4. “ii,n weight of restructuring energy economy must lie with
national programmes, complemented by collaboration within
CQXm“-ﬂlty and on wider international basis. Community has
valuable role in ensuring convergence of national programmes
to meet agreed objectives. We shall also co-operate fully in
current studies of possible scope for further action at
Community level.

UK playing its part in massive Community-wide effort by
Wﬁmﬁes to reduce Community's oil dependence, eg through
impetus to UK nuclear developments, and by support for UK
>duction which helps reduce dependence of Community as a L

n'fmpo‘rted oil. In North Sea oil, €15 billion has so far
lvested. In the first quarter of 1980, other Community
countries took two thirds of our total oil exports - one third
of total UKCS production.

t to give rs clear and consistent price
‘Domestic energy prices must reflect world prices.
‘Economic Summit should also give impetus to vigorous programmes
- to exploit coal and nuclear power, and help gain public
Aveaplanee for | hese

7. Difficult short term problems of oil prices too. OPEC ’
countries have shown in past few months that they are able to

h prices up even in slack market. Must recognise that there
are limits to what governments can do, and that tinkering with
tablished market mechanisms unlikely to help. But governments |
must keep situation under review, and be prepared to consider I“
further measures if situation worsens. Must press ahead with
- examination of new approaches to stock policies. Must permit
price mechanism to play full role in process of adjustment. ! |

Commission Paper

/
8. Useful summary of recent discussions at Luxembourg and 13
May Energy Council. Welcome progress made in establishing

2.
/strategy

CONFIDENTIAL

strategy for 1990. Look forward to further discussion in

of various studies commissioned by 13 May Energy Council'for its

CONFIDENTIAL

e

Fnergy Council once present studies completed. &

(If necessary) Further consideration should now await outcome

Fiaw
September meeting. b
i ASTs
: wdike
9. 13 May Energy Council
Helped to pave the way for satisfactory outcome of IEA -

discussion of oil market situation and 1990 energy ol
Should also be useful groundwork for Venice Economic Summit.
Council should continue monitoring development at Comﬂiﬂzf;}"

level against wider international background.

10. Community Energy Initiative (If necessary)

components of this complex subject will take time.
participate constructively in discussion of need for

assistance, on the basis of examination of nation:il o

investment programmes.

BACKGROUND | =

1. 0il Market Outlook

The oil market in 1980 - 81 is likely to be in balance, 1"13 the
sense that there will be no general pressure on oil sugﬁligs..

Demand for oil has fallen because of slowdown in world economic
activity, itself largely a consequence of last year‘'s doubling
of prices. Consumers can 'walk away' from high prices by

individual producers (eg lran) and have done so, but not from

OPEC as a whole; OPEC countries have raised prices by $2 per
barrel twice this year, despite slack market, following Saudi
attempts to bring their prices into line.

2. Projections for 1980s bound to be uncertain. On some
assumptions - favourable but not impossible - oil market in
1985 could balance at real price not much above present price.

3.
CONFIDENTIAL
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B“t‘dovnside risks are large. In particular, supplies
Temain vulnerable to political accidents: and Gulf producers
May cut production, because they do not need the revenue
imﬂédf!tely, and may conclude that oil in the ground is more
valuable than money in the bank. Outlook for late 1980s
©€ven more uncertain but could be even less favourable than for
early part of decade.

L4

3. Venice Economic Summit

Preparations for Venice Economic Summit have produced broad
agreement on energy issues. Summit should focus on long-term
Policy measures to_reduce consumption of oil in individual
Sectors (electricity generation, industry, domestic, transport
), and promote production and use of alternatives to oil,
arly coal and nuclear power. We and Germans have
edﬁistully against setting of new targets, but

e can accept

ly IEA Ministerial (see paragraph 4 below).

‘,“ggtégnltional Energy Targets: IEA Ministerial

Following Luxembourg European Council conclusions the 13 May
!g!g‘z Council adopted the following Community energy objectives
for 1990: to reduce to 0-7 the ratio of growth in gross primary
energy consumption to growth in GDP; to reduce oil's share

of total primary energy consumption to approximately 40%; to
cover 70 -75% of primary energy requirements for electricty
generation from coal and nuclear sources; to encourage the use
of renewable energies; to pursue appropriate energy pricing
policies. The 21/22 May IFA Ministerial agreed the following
objectives for the IEA as a whole in 1990: 40% 0il share
objective; reduction of energy coefficient to about 0. 6. Ina
comprom: on US demands the IEA Ministerial also agreed: for
1980 - B1, to meet at short notice, if tight market conditions
threatened to decide on the need for demand restraint measures
and on the use of individual oil import ceilings; for 1985, that
IEA countries as a group should substantially undershoot the
pglltin"IDIB group oil import objective of 26.2 mbpd. (IEA
Secretariat estimate by 4 mbpd). IEA Ministers also considered

4. CONFIDENTIAIth®
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the use of stocks above the 90 day emergy reserve L
requirement and of normal working stocks to resond to
il market conditions. They endorsed the report of the'

International Energy Technology Group.

5. 13 May Energy Council

Discussed matters referred to it by Luxembourg European
especially oil market situation and 1990 energy
strategy. Agreed Resolutions on 1990 Energy Objectives and

New Lines of Action in Energy Saving. Asked Commission to

report in September on Community Energy Initiative, and

possible additional measures to cope with oil supply difficulties
including discouraging high prices; improved consultation on
stocks and pricing; scope for sub-crisis formal oil-sharing;

Council,

possibilities of increasing oil and gas production. (In
further discussion of scope for increasing UKCS oil production
in supply difficulties, other Member States have so far
appeared to accept that practical scope is extremely limited).

Commission Paper on Energy

6. The Commission paper, dated 23 May, merely recalls the
conclusions reached on energy at the Luxembourg European

Council, and the outcome of the 13 May Energy Council. It
welcomes the progress made, and asserts that the agreements
reached should be helpful in respect of the Venice Economic

.

Summit. No contentious issues are raised, and there is no
need to comment specifically on the paper, which is unlikely
itself to be the subject of substantive discussion.

Community Energy Initiative N

7. Commission has made proposals for a Community energy
initiative based on: price and tax harmonisation; enhanced
energy investment with Community support; funded by Community
energy taxes, probably including oil import levy and production
tax. Initial reactions of our partners suggest this may be
generally regarded as ambitious. The Energy Council welcomed
the Commission's intention to start at the beginning - with a
study of need for further Community action - before considering

/how
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that the French will repeat proposals,
Energy Council, for additional measures
€ transactions in the oil market - with

erated price reporting system and a
inistrations. Ve are, however, happy

CONFIDENTIAL
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EUROPEAN COUNCIL, VENICE

12/13 JUNE 1980
ENERGY

In line 5 of paragraph 5 of the P

M
please delete "£15 billion" and aubetrﬁlt

(at 1980 prices)".

Department of Energy
9 June 1980
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NORTH SEA OIL POLICY =

Brief by the DPepartment of

OBJECTIVE

[f quéstion is raised, to persuade o
constructive contribution to Community ol
North Sea policies.

POINTS TO MAKE
(a) North Sea Policies [for use as nece

L North Sea 0il Exports A -il.' d

About half our production is exported a I

go to the rest of the Community - in 19”&8
tonnes. In the first quarter of 1980 néi'} rey
took some 66% of our total exports - one t
production. Our exports to the Community
increase as our production continues to rise
years. [Annex B shows North Sea disposals].

2. North Sea 0il Prices

clear to the companies operating in the North
that this will continue. A1l but ahout 1% of
prices with no additional premia. [ Anne k.

as necessary].

30 Supply of Off-shore Equipment

Other Member States' companies have enjoyed a h
involvement. Tor example, of 35 major éiﬂ‘_ﬁl‘

CONFIDENTIAL
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Structures so tar ordered fo,-“‘;.:[#e UKCS, 19 were built by other
Membex S tates " companies, oril
Of %the remainder, most involl
Member States' companies, mlr
topside, fabrication, steel a
particularly Dutch, French a:
involved in off-shore installl
brought them valuable business

F EC/UK or EC/Norway joint ventures.

! a substantial input from other

provision of technology,
ther Member States' companies

alian, have also been much

on work. This involvement has

and helped enhance their role
in world markets.
45 :Ibcrensed UKCS Product iafh [Defensive - if raised]
We have dndicated previously that scope for increasing production
from the North Sea in the short-term would at best be very limited.

Proﬁl“&ﬂ:';lén is already at the highest level compatible with good
. management. Our policy has been to bring fields into
don as fast as possible. By the end of 1979, 14 fields
were in production. It took the UK only 4 vears to reach
production of over one and a half mbpd, much quicker than any
other country (Libya: 6 vears; others longer). With platforms
co! ﬁng £500 m or more no-one has developed fields to leave them

non-productive. However, we agreed at Luxembourg that Energy
Minisf:ez-‘_s’.f.h'ould examine the possibility of increasing production
T ¢
component of a study ol several possible asnects of

vi' h short-term supply problems. This study has Jjust
il S

w--ua;
enlhy
ﬁegun
Vo te
[If necessary] We must now await the Commission's report to
,gem;;embem Energy Council on short-term supply problems. Can
take the subject no further in meantime.

5. Depletion [Defensive]

We are considering depletion policy against the long term
background of managing a limited resource. Will explain fully
. to partners before any announcement is made.

6. North Sea 0il 'Wealth'

i
North Sea oil contributed only 2.5% of UK GNP in 1979 and will
contribute only 6% even at peak production.

/
‘7,1 We are not yet net exporters. Even at peak production
we will only be marginal net exporters. Rising world oil prices

CONFIDENTIAL
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demage an open,essentially trading and manufacturing economy
such as the UK (with about 30% of GDP in exports). »

Background

1. UKCS 0il Production 1980 Forecast

Our production in 1980 is expected to be in the range 80-85 m
tonnes (towards the lower end) compared with consumption of

about C0 m tonnes. This suggests that we shall probably need
rather less imports in 1980 than our 12 M tonnes 1980 net oil
import target. But we may need it if anything went seriously
wrong with North Sea production this year (although we have no
reason to expect this), end production fell below 80 m tonnes.

If asked to quote figures we should sStress the uncertainty

surrounding them.

2. North Sea Exports and Prices

Production will probably rise until about 1984-86 even if the
Government adopts & conservationist depletion policy (see
paragraph 7 below). The pattern of approximately 50% UKCS oi
consumcd in the UK and the rest exported is likely to continue.
Annex I illustrates crude disposals to Community Member S
in 1979 and first quarter of 1980.

3. It now seems generally accepted that our prices follow

the world market for similar high quality crude (in practice

that produced by Algeria, Nigeria and Libya). BNOC's latest

price rise of g2 was announced on 28 May, and followed a'general
B2 per barrel increace by practically all OPEC producers including
the Africans.

4. Seventh Round of Off-shore licensing ety

The arrangements for the Round were announced on 1 May. The
Round is to be of about 90 blocks, larger than the 70 blocks
originelly proposed. There will be full opportunity for
participation by Community comnprnies,

5. Increasing UKCS Production in a Sub-crisis
The question of incwméww,\ﬁupplies to the Community during
a crisis/sub-crisis was roised briefly at Luxembourg. The
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jade no commitment. But the Presidency's > ' North Sea 031 D8
that:

opean Council considers that the Community should

co-ordinate its response to the immediate

of oil supplies, and invites the Council and

linisters to consider what further action is requirg
fo, account the undertakings given by the Member
the framework of the agreement on supplies in
of a crisis, and with special reference to the

IJépartment of Energy
9 June 1980

ity of increasing production of hydrocarbons."

_ Energy Council confirmed that the Scope  fou
ous hydrocarbon: production (Dutch and Danish
sistence - as well as UKCS resources) should
further examination of possibilities for dealing
1 supply difficulties. The Energy Council
‘to this question in September on the basis of
ich ﬁm Commission have now begun at official
‘abinet is reported to have said recently
the UK to take account of the interests of her
in setting oil and natural gas policy, in
s of 0il supply difficulty. There is in fact
j’a for increasing UKCS production in an emer—
 in other ways (eg, diverting BNOC oil to the
agreed already in the Energy Council to
ased UKCS production being examined we can
whilst, without committing ourselves, explaining
‘is raised that the practical Scope is extremely
T

on 'actiop to defer net exportable surpluses of
1980's and discussions are under way with the
'PSBR implications are also being examined.
d be made to explain the policy to our partners
ment .

are ét,tached 3

- CONFIDENTIAL
- UKCS Prices
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ANNEX 4
UKCS Price Settinz PMSCTUALY b
~ L Ny
| 1. UKCS crude is comparsble to African crudes (Appendix. })‘, &he

participation agrcements entitle producers to the market rice 'fgr
erude 0il which they must sell to BNOC. If the price camn
agreed there is provision for recourse to expert detemlngj;;&n!&_

2. Although some 70% of UKCS oil production passes thmm 3;100'3
books only one sixth of the oil BNOC is currently selling i s
= PEN own equity o0il.’ Participation oil makes up the bulk of t remair
< purchased at the market price prior to setling. BKOC is nM: t] B
fore a free market price setter. . b, 3 5 ¢
3. HMG has no statutory powers to determine UKCS pr;cpa‘ Rzaerve
powers exist in the Energy Act 1976, but may be exere: y
an emergency or to implement formal obligations to &hi
This power would, in any case, not extend to crude oil
. |
Crude 0il Market Developmenti end Government Intexv mtion
4. Between 1974 end mid 1978 world oil prices were re. 3
- stable. Term prices were set by a Saudi marker vith diff
- for other crudes reflecting quality differences and locatioc
- Spot prices werc close to term prices. ,
"‘ 5 The Iranian crisis changed the market from demand constrained
[ to supply constrained. During 1979 spet prices rose well above
‘ term prices and the term market became fragmented with a widening
I of the differential for sweet light crudes including lorth Sea oil.
! | The dovmward trend of price in real terms from 1975 %o the ‘end of 1978
| was reversed and real prices arc now about 50% above the 1974 level.

f 6. This snarchy in the market led to considerable pressure for
Government to intervene on UKCS prices particularly from the middle
of 1979; both BNOC and companics were urged to be moderate with
price increases.

. ) CONFIDENTIAL
T. In November 1979 {CONFIDBETABN(C!s increase was premature,
1 albeit by only a few days, and attracted much international eriticicm.
JErr— . =,
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Further increases'\in 1980 have been better timed; the decisiond®eing
unannounced for loNger piving the impression that the UK was last
to comp into line (although the effective datc of increases was si

to that for other producers.) In sddition the price has not exceeded
the official Prices of any of the comparable African crudes. During

Jamfgfy settlement of UKCS crude prices below the market level was
Gcl’if .é& ’wﬁy through pressure being applied to a number of comp
i["he/ mOSt recent increase of £2 across all grades, effective 20 May

‘brings the Price of Forties to £36:25 per barrel. Many OPEC countrics

injfaﬂ I ‘premia in addition to the official price. Against
" 3 = = .
this bac UK prices look very moderate (see Appendix 2).

~viedd Tou ni

UK Thterest in oil prices

 Much play has been made by our partrners of the value of North
ééﬁ% use " But we are not yet self .sufficient and increases i
lces are e net cost to the economy. Some 30% of GDP comes
itional tradc; thus GDP will be affected by any recession
maed by high oil prices and the loss will not be offset by ‘higher
—Eﬁl-m (which in total only account for a few per cent of GDP).

y benefits from UKCS

lg';” " There is no restriction on exports and dbout one third of UK,™
production is exported to the EEC. Only 1% of output is sold at
spot prices; all the rest is sold at term prices and there are no

5&%&%& eli"i\'lif‘cha'rges equivalent to thosc levied by some OPEC countries.

avato o
PEBiw & A i

2 B8C e

OP(H) ”ﬁivfs:.on

i/ﬂn"‘ ey
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Appendix 1

PUDE OTT, QUALITY COMPARISONG

T 0il prices are related to the quality of the crude.

T el
general crudes from Nigeria, Algeria and Libya are closest in quality
to those of North Sea crudes.

2. There are two major aspects:

(i) Yield differentials

The lighter the crude (in terms of specific gravity)
larger the yield of the higher value products like
neptha and gas oil. From light North Sea and Nori
crudes these products may total 60-70% of the product
whereas Gulf crudes yield 50% or less of these produeh.

(ii) Sulphur content
The lower the sulphur content the higher the value of the
crude, especially to purchasers in countries with s t
pollution controls. North Sea and North African ex )
contain only 0.1 to 0.3% by weight of sulphur, compared with
2% for Arabian Light and 3 - 4% in some other Gulf

3 Under normal market conditions, North Sea crudes could be
expected to command a quality preium of about Z3 per barrel ‘d\‘mr/' .
Arabian Light.

CONFIDENTIAL
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AUREX 4
Appencix 2

. _?_‘; per barrel
c REPORTE](.'; -
- | bl PREMIA OR
COUNTIY/CRUDE g}zgég“’ S TGNATURE
BONUS
Irag Kirkuk
oSy
) Libyan Es Sider
Iran Light
Nigerian Bonny Light
Algerian Saharan Blend
Qatar Dukhan
Indonesian lMinas
Kuwait
P These prices compare with a fixed term price with no efxtrixa of ;535;-25‘
S barrel for UK Forties. : [l
= - e
Saudi Arabien crude at g28/barrel is generally recognised to be
under-priceg. .
-
/
- CONFIDENTIAL
CONFIDENTIAL




CONFIDENTIAL CONFIDENTIAL

COMMERCIAL—IN-CONFIDENCE

'EUROPEAN COUNCIL

.

North Sea Qil Disposals

1979
Amount

38:2
© 38.9
22.4
16.5
77.1

Exports
BELGIUM

DENMARK

FRANCE

IRELAND =

ITALY -

NETHERLANDS 18.0% 1.5

W GERMANY 24.7% 3.7
(Total EC) (57.68)  (6.5)
OTHER . _42.4% 3

Total CECL

CONFIDENTIAL
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EUROPEAN COUNCIL, VENIC‘E y
12/13 JUNE 1980 L el et
: | NORTH/SOUTH Adl Bzoery
Brief by Foreign and Commonwealth Office 1 RRLaple
(3 TTNFTSY
Rl

1. To discourage a premature Commission proposal (pu%- 9 .

OBJECTIVE

e below) for an initiative in the financial field and a Noxzﬁz‘ -
= ¥ e 9o

South Summit.
= ! & NS
! 2. To make clear, nevertheless, our concern at t,hg.‘ecg#?%?u

problems facing LDCs and their political implic,n.t,ionvs,”
3t

r
POINTS TO MAKE

108
¥
3. LDCs will soon need urgent help. Use of International
i idd

Financial Institutions (IFIs) probably the best way iﬁ’[’

Community should continue to take a positive line in IFI

4. Practical approach essential but must also take account of

need to preserve Community's political interests in the Third

€ World eg by avoiding unduly negative positions in the 1’01""5“1!@1‘121,
Global Negotiations. i
5. 0il producers hold key to world economic prospects. Any
attempt at a dialogue requires great caution. Global Nagoth’tion‘s
much too cumbersome but could set the scene. An attempt to
negotiate with OPEC as such could strengthen the hard liners.
Any smaller number , (eg Gulf producers) would be nervous of their
OPEC flank. Best posture for Community is to express readine‘s; to

’ talk while feeling our way forward.
6. North/South Summit would need careful preparation and timing.
Mexicans and Austrians already engaged. Community 1n1§l‘lti‘ve untimely.
CONFIDENTIAL 7. No scope lor an increusoe

TN British overscas aid until economic
‘ X CONFIDENTIAL
: F difficulties improye.
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REF A @  GCommivsion paper - CON(80) 302 tinal
8. Other Heads of Governmentwill show interest in this subject.
Some have domestic constituencies (Netherlands, Denmark). Others
are concerned about oil supplies and hope (rather vaguely) that
North/South discussions will help (Germany, Italy, Belgium). The
French like to cultivate their image in the Third World. The Com-
mission regard themselves as progressive and exploit their right of
initiative.

COMMISSION PROPOSAL

§§i,<;n paper is one of three intended as a basis for discussion
o ; .

of the 7 nation economic summit. They have taken the opportunity to

propose a twin initiative in the North/South context:-

}(;Tgo fix'?fivibte the adoption of immediate financial measures,

5

preferably with the mvolvement of oil producers, designed
to:
,L"(fi increase Official Development Assistance (ODA);

BETOL e
(ii) strengthen the role of International Financial
Institutions (IFIs) in the recycling process:

 (dii) preserve the recycling role of private banks by

various measures.

} ey

(ﬁf fo‘élll for one or several limited North/South Summits to:
(i) set in hand urgent action in the financial field;
(ii) maintain political impetus for the Global Negotiations
next year.
10. There have been press indications that the Germans will seek
diséussion of the financial problems facing LDCs. Others will
share their concern, as do we. However, we consider that remedies
must be based on the IFIs where work is already in handA/(gggrénngi
be less enthusiasm for a North/South Summit (see paragraph 11 helow).

it uoulhbe better to let others take the lead in opposing these ideas

/lest

L.
CONFIDENTIAL

CONFIDENTIAL
lest we be subsequently singled out as responsible for their demise.

& Idea of limited North/South Summit has gathered some momentum.
President Portillo and Chancellor Kreisky in the lead. They may

well invite selected Heads of Government to Mexico City early next
year. (Not for use. Selection of participants from Community

bound to be difficult. We should certainly not wish Community

to be represented by a single voice. Others may wish the European
Council to endorse the idea of a North/South Summit. We shéui’ﬂ not
stand out against this - subsequent economic summit likely to
describe it as a 'useful suggestion'.)

BRANDT REPORT

12. Luxembourg European Council taking note of Brandt Commission's
Report. We should advocate selective approach, building on some
proposals while expressing reservations about others. (Not for use.
We would not wish to endorse Report as a whole nor see it negotiated
as a package. But we should avoid an unduly negative tone. OD are
expected to discuss a Report by officials on 10 June. Parliamentary
debate has been promised before economic summit.)

GLOBAL NEGOTIATIONS

13. Global Negotiations are due to start at the UN in January 81

and last about 8 months. They will cover major issues in the fields
of energy, raw materials, trade, development, money and finance.

They will be formally launched by Special Session of General Assembly
in August. Preparations under way in New York in Committee of Whole
(COW); they are still at an early stage.

ECONOMIC SUMMIT

14. Discussion of North/South usually brief but there may bé more
interest this year. The Americans are promoting initiatives on

food production and increased lending by the IBRD for the development
of energy resources fo LDCs. (Not for use, Draft communique welcomes
the Brandt Report and says that its recommendations will be carefully

considered.) CONFIDSNTIAL
Foreign and Commonwealth Office 3 June 1980
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FHG(V)(80)9 ANNEX
PROGRESS IN THE INTERNATIONAL FINANCIAL INSTITUTIONS (IFIs)

ee also Brief No IZ: International Monetary Problems)
1. Pressure likely from South and others following recommendations
in Brandt Report for reform of international monetary syatqu‘
including IFIs. But facilities and programmes of IFIs under
constant review. Community initiative would merely duplicate
effort and confuse process. Both IMF and IBRD already stuc
Brandt Report recommendations in detail.
2. Recent improvements in IMF facilities include:
(a) expansion and liberalisation of Compensatory Financing
Facility.

* T laps werw. o
(b) extension of Extended Fund Facility repayment period

.
from eight to ten years.
amendment of conditionality guidelines to take account
of internal social and political factors.
Current discussions in IMF focussing on increasing borrowi by &
member countries and expanding Fund's resources by borrowing from
Surplus countries and on the market.
3. Recent developments in the IBRD include:
(a) agreement by members to double the capital of the
IBRD from $40 billion to $80 billion.
agreement by members to the 6th Replenishment of IDA
amounting to $12 billion.
introduction of the structural adjustment loans programme
whereby the Bank will make loans against promises to
undertake structural adjustment by the borrowers.

study by the Bank's staff of the recommendations of

the Brandt Commission, eg that the Bank c:pita}/lending

ratio should be raised from 1:1 to 1:2,
4. The future of 3(a) and (b) is, however, uncertain since as the

US Congress has not yet authorised the necessary payments.
CONFIDENTIAL CONFIDENTIAL
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EUROPEAN COUNCIL, VENICE
12/15 JUNE 1980
TRADE: RELATIONS WIrH THE INDUSTRIALISED COUNTRIES

Brief by Department of Trade

OBJECTIVE ¢

1. Generally to endorse Commission analysis while sounding a

note of caution on relations with Japan.

POINTS TO MAKE

2. Generally agree with Commission analysis.
»

.
3. Confirm UK's commitment to the open trading system and its

determination not to resort to large scale protectionism.

4. But other countries must also play their part. Problems over
US exports of chemicals and textiles, where US domestic energy
policy can be cited as unfair, are a major irritant to EC/US
relations.

5. Need cautious approach to negotiation with Japan to ensure

that the Community does not make concessions to the Japanese except

in return for concessions of at least equal value.

BACKGROUND

Reference A: Commission paper COM(80)7%0+4 final: Relations with
the Industrialised Countries.

6. Trade issues are not expected to figure very largely at the
Venice Economic Summit and the Commission paper is largely, but
not wholly, a description we can endorse of current issues and

CONFIDENTIAL /problems




Problems in developed world o SONFIPENTIAL wiarly trade rclations

between the EC ang the U5 and Japan. It has a rather narrow
Perspective Because it doos not cover developed countries' marketS
10, and dependence on, the third world.

Ts

Our DPoliey is to avoid protectionist memsures exc where

the injury to Uk industry makes action necessary and fully
compatible with our international commitments. This is also the
line tﬂk@.ﬂ Dy the Commission and the Community generally, though
some Member States (notably the Germans), defending free-trade
principles, take a more hard-line attitude against any restrictions
at all. In some cases anti-dumping action may be an alternative

and this is more readily accepted internationally.

UNITED STATES

8. The potential advantages for UL producers arising out of

US domestic energy policy have been and will continue to be a ma jor
bilateral issue between the Community and the US. The Commission
has silmady»taken anti-dumping action on acrylic fibres and
introduced quotas on imports of two types of synthetic yarn into

the ﬁ_ ‘Other anti-dumping cases against textile products and

2als are in the pipeline. The Germans have made clear,
through their resistance to the anti-dumping case and one of the

UKguc‘r:ss,, that they are prepared to see action only in the most

cases, and that they will take a very rigorop

9. Despite the limited coverage of the synthetic yarn quotas and

their relsﬂ:isveiy generous levels, the US has maintained a firm
line in seeking some recompense. (The GAT! provisions give them
an automatic right to retaliate in order to restore a balance of
concessions, re’gardless of whether or not the action is Justified
under the provisions). o far they have refrained from
/retaliation

& CONFIDENTIAL

of the Community's international trading obligations.

CONFIDENTIAL

retaliation and souprhl compensation CFeom tho BC; Liis would

mean that the EC would reduce some tariffs, instead of the US

Their original demands were excessive and it is =
- If there

is no agreement by 20 June, there is a strong expectation that

raising some.

not yet clear whether an accommodation will be found.

the US will retaliate against products of special interest to the

This would almost

UK - notably in the wool textiles area.

certainly lead in turn to an argument in GATT about whet

the retaliation was excessive.

10. After a long and eventually unsuccessful negotiation with the

US Administration for tax and environmental concessions United

States Steel (much the weakest of the big US steel firms)

seven anti-dumping cases against Community Steel e:_tp’z’a@ S,

including B5C, in March. As a result the Administration immediately

suspended the 'Trigger Price Mechanism' whereby American steel

producers were guaranteed rapid anti-dumping action iI minir

reference prices were not honoured. The United States donestic

procedures for deciding whether anti-dumping duties should be

imposed are now in train. The independent International Trade

Commission found aprima facie case that US industry was bein‘g ¢

materially injured in early May and a full investigation is now

under way. Community exporters are becoming increasingly

’
concerned at the probability of anti-dumping duties being imposed.

BSC stand to lose less than other Community producers from the

effective closure of the US market which would follow, but the

repercussive effects on other markets - notably the UK itself —

would be extremely serious for them.

11. There is therefore a strong case for asking the Commission to

try to negotiate a settlement, which could involve re-instatement

of the Trigger Price Mechanism at higher price levels and some

/measure

CONFIDENTIAL
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measure of control on quantities. The sooner negotiations begin

the better. Any orders that BSC take after July will be at risk
from duties likely to be imposed in October; there are formidable
difficulties involved in getting the Community producers to agree
what would be appropriate quotas for each of them; and the longer
the parties delay the more likely it is that the US Presidential
elécﬁibn-ﬂwiii influence the Administration in its response to
pressures for ‘tough protective action. Commissioner Davignon has
had some contacts with the Administration but it may need a direct
approach from Mr Jenkins to the President to get serious discussions
under way. This would best be urged on IMr Jenkins privately,
unless other Community leaders have been briefed to raise the
matter.

Section of paragraph 9, about the Community's residual
W‘t‘itllﬁve ﬁes“,krictions on imports from Japan is likely to be
c’entenfious. France and Italy have the biggest ranges of these;
| ; we use voluntary restraint arrangements (see
, which the Japanese are happier about. Some QRs
are :;eaj;r;aints of real economic importance (e.g. on cars) while
eﬁzliﬁm‘are 6I very much less economic importance.
. The main attack on the Commission's willingness
e tlie removal of residual QRs can be expected to come

Y

‘and Italy. It is doubtful whether it will be possible

'short term to obtain sufficient concessions of real value
P

i ipanese to justify the removal of many restrictions,

pe useful to get French and Italian QRs dismantled
the interests of a more evendistribution of Japanese imports
/within

L. CONFIDENTIAL
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within the Community, and because we can hope to benefit from

the substantial concessions the Japanese would have to make in
return. So we support the Commission view that considi

should be given within the Community to whether some! @ﬂ could be
eliminated, bearing in mind that we will need major \coqce,s"s'imfs
from the Japanese in exchange.

14. From our point of view it is voluntary restraint arrangements
with Japan that are important. These arrangements ame uos;ix:
informal ones between industries though some have inﬁemgawemnemtaﬂ.
backing. Our objective in any Community policy towards Jaj

to avoid any threat to these arrangements unless thi

a Community-wide policy within which our particular a

could be subsumed without conceding anything. If the Commission
do wish to bring forward detailed proposals they will have to be

scrutinised carefully in the Foreign Affairs Council.

Department of Trade

4 June 1980
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EUROPEAN COUNCIL, VEN
12/13 JUNE 1980

PREPARATION FOR ECONOMIC SUMMIT:
Brief by Fereign and Cf

OBJECTIVE

aL To gain support for display of
Seven-power economic summit at Venice
smaller partners that major decisio:

not be taken over their heads. a

POINTS TO MAKE
2. Relations between Western Europe

year. Agreement on condemning Sovie:

but important differences on how to 1

3. Economic Summit of Seven later

Economic Summit.
5 Responsibility for preparation of

(political as well as economic aspec:

BACKGROUND

6. In these terms, this should not b

since main potential objectors, the F

overcome their earlier reservations at

CONFIDENTIAL
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-power summit, but are prepared to be
However, President Giscard's conversion
‘probably recent and may not yet be deep.

to display in the European Council

as his officials have shown in private.

therefore at this stage to tread softly.

| not be at Venice may regard the prospect

cussions there with the usual mixed feelings.

not to suggest that the discussions are
or to produce major new initiatives.

is likely). Best tactic is to give

r their views, and take note without

the subsequent responsibility as far as

1th Office

- CONFIDENTIAL
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EUROPEAN COUNCIL, VENICE
12/1% JUNE 1980 seolhani
INTERNATIONAL MONETARY PROBLEMS
Brief by HM Treasury .

OBJECTIVE

although the situation may tighten the:
to improve prudential supervision must

2. But international financial instituf
must play an increasing part.

but should continue to apply appropria
conditions to borrowers in order to ensure

3. No scope for increasing IBRD (World Bank)
present plans but some additional emphasis
lending through the new structural adjus

be possible. .

1 ryreendl ':

4. No need for new financial msntutian!yﬁ
lending organisation suggested by Brsnﬁt)h.!r
on tried and trusted existing institutions,
necessary.

CONFIDENTIAL



CONFIDENTIAL

- Little if any scope for significant Community initiative
on recycling. Community institutions (eg EIB) might help
Tecycling to Community members but could only play very limited
Tole in wider recycling.

6. One way for Community countries to help recycling and
meet OPEC wishes is to allow their own currencies to be held
more widely in national reserves.

BACKGROUND (all material except paragraph 7 may be freely used).

References: (i) There may be a report from the Eco/Fin
. Council on 9 June;

e (ii) The Commission paper on the North/South
dialogue refers to this subject. See brief 9.
7. It is not clear how the Presidency intend to handle this
item, but their intention is probably to allow those not
attending the Summit to express their views.

8. The OPEC surplus is likely to reach $135 billion in 1980.
OECD deficit estimated at $101 billion; LDC deficit #55 billion
(1981 estimates are $108 billion, $84 billion, $54 billion
¥).

153 Baer-
Oz BB ling was discussed at a low-key meeting of the IMF
ittee in Hamburg on 26 April. (Next IMF Ministerial
is in Washington, end-September). Ministers agreed
’Q IMF does not have an mmedlate 11qu1d1ty problem but

J payments help.

* 10. The IMF Executive Board are starting a review of policies.
ir giving individual members access to more IMF funds

5 yportion of their quota (ie allowing greater multiples

of quota to be drawn). The Fund's main resources should be

mc:z‘oa‘sedf t{y 50 per cent when‘ the 7th Quota Review is ratified.

Ty e
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UK intend to ratify (via Order subject to Affirmative Resolution)
shortly. Main problem is US ratification - making slow progress

through Congress. UK view is that IMF should borrow from

members (particularly OPEC) if it runs short (market ‘borrowing

might also be considered but could raise problems). But
LDC pressure for the sale of the remaining IMF gold and for
the weakening of IMF conditionality should be resisted.

11. The World Bank is introducing a new facility call
structural adjustment lending (SAL) to give medium term
of payment support to countries prepared to undertake s
programmes of action. (Most IBRD lending is on project:
funds are disbursed relatively slowly. Up to now IBRD
lending has usually followed crises — wars, hurricanes

SAL is intended to make a more constructive contribution fc

recycling.) UK view is that SAL must not be allowed to d
IMF discipline (eg with weaker conditionality) and must llot
be additional to agreed World Bank commitment leyela.

2 [May need amendment after 9 June Eco/Fin Gou;mw'
The EC Monetary Committee (especially Germany and the |
found very little scope for direct Community action on
recycling to developing countries (as opposed to concerted

action in the IMF and ECU-denominated borrowing for use inside

the Community). But the French appeared to see political
advantage in some kind of direct Community action, though
they seem unclear about what form this should take.

HM TREASURY
% June 1980
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EUROPEAN COUNCIL, VENT

12/13 JUNE 1980
T e

THREE WISE MEN'S REPORT

Brief by the Foreign and Commonwea.

OBJECTIVE

1. Conclude discussion to allow imple
recommendations before Greeck accession a

POINTS TO MAKE
General Attitude

2. Welcome thorough useful report.
Important to conclude discussion so th:
proposals as possible. Hope it will br
working of Community institutions.

Attendance of the President of the Eur

meetings of the European Parliament

3. Can accept; Presidency should dccid?ve

Delegation by the President of the Europ:
responsibility for a particular dossier
that Council

4. Could agree on a case by case basis,
Member States to agree in each case.

Attendance of other persons at meetings

afid

v
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ners
quo until accession of Spain and Portugal .

juropean Parliament in the process of
dent or members of the Commission

1t position under Treaties. Members of
ted by common accord of member Governments.
for Parliament.

4

f the Council

strengthening of Council Secretariat,
y General, to give greater support to

s broad consensus

isus already reached by Foreign Ministers

orse it.

Wise Men's own summary of Report

[Report itself too long to duplicate but
ibpiés will be made available to those
- who need to have it]

Presidency Paper - Draft report of
Ministerial examination of Report
[Final report not yet received]

1977 Agreement on European Council
Procedures

European Council asked Toreign Ministers
't with a view to preparing the discussion
The meeting in Luxembourg in April
esident of the Commission should be chosen
. term of office began but the remaining
ise Men's Report were held over for

CONFIDENTIAL

CONFIDENTIAL

12. Foreign Ministers have now completed t
of the Report and the Presidency Paper i

on which a consensus has still to be reach
which there is broad iagreement.  The main
for decision are listed in the Points to

13. The European Council will also be inwvi
those points on which Foreign Ministers |
consensus. The most important of these are

A. European Council

(i) While it is for the European

a specific plan of priorities adopted

(ii) Meetings of the European Coun:
flexible and pragmatic;

(iii) Meelings of Lhe Furopean Cou
by the Council of Ministers and COR
topics are concerned.

Council of Ministers
— G On N LSTCnS)

(1) It is for the Foreign Affairs Cou
co-ordination, consistency and continuis
work ;

Voting

(ii) There is no need for new princip
regarding the voting rules (i.e. Luxem
preserved) ;

Delegation of powers to the Commission
(iii) Powers should be delegated more
Commission 3 but only on a case-by-case

is to decide each time.

FOREIGN AND COMMONWEALTI OFFICE

5 JUNE 1980
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EUROPEAN COUNCIL, VENICE
12/13 JUNE 1960

THREE VISE MEN'S REFORT

Note by Foreign #nd Commonwealth

from the Ministers for Foreign Affairs to

Council.

Foreign and Commonwealth Cffice

10 June 1980

CONFIDENTIAL




GENZRAL SECRETARIAT
I THE COUNCIL
Be cc . o Gllawa, Clas  HRw
N
.. 3
M q"""""‘"‘d“
el b, REPORT
d/fh. from the Kinisters for Foreign Azm;r,w
k to the :
Buropean Council
—_

k=

Subject: Report from the Three Vise lien

At its meeting on 27 and 28 April 1980 th
requested the linisters for Foreign Affairs to ¢

examination of the report from the Committee of
in time for the next meeting of the European Cor

The report from the liinisters for Foreign A
European Council is attached hereto.




Repo:rt from the liinisters for For
to the
European Council

Subject: Report from the Three Wise lkien

In accordance with the instructions whi
from the European Council, the Ministers fo
examined the various suggestions contained i
the Three Vise len,

The discussions held by the Ministers
highlighted the various factors which had
Council to speak of the excellence of thi
of the analysis of the institutional situa
of the solutions proposed make this report
document, The Ministers wish to point out i
the results of their deliberations and the co
arising therefrom at this stage do not entire
suggestions in the report of the Three Wis
exhaust the matter, Leaving aside such dec
in the near future, the report provides and
provide a rich and useful source of ideas and
the Institutions and the lember States may
support of their reflections on the Communit
system.




the Ministers for Foreign Affairs revealed
on which there was as yet no general agre

r examination. These points are set out

convergence of views, which should be
Council, emerged on numerous other points.

tion IT below.

' Foreign Affairs also noted in the Report
several suggestions which need not be
Council.

EXAMINATION

President of the Zuropean Council at
conean Parliament

' the Three Wise ilen suggests bridging the
e absence of relations between the European
Buropean Parliament, and to this end
e President of the Zuropean Council should
ent in person once in each Presidency to ©
outcome of the Suropean Council.
of the discussions, it is proposed that
decide case by case, after informing the
ates, whether the President of the Buropeen
1 attend sittings of the European Parliament
ent on the outcome of the meetings of the
ile

Tepresentatives were able to agree in principle
tion. Some wondered, however, if it should
more general measures for the improvement of
een the Buropean Parliament and the Council,

voe/ses

The French representative sa:
to the constitutional difficultie:
French Presidency, would prevent t
European Council from appearing bi
Parliament, he had objections of pri
‘ proposal. He referred to the prec
set by the first appearance of a Pres
Buropean Council before the European

Delegation by the President of the Ei
responsibility for @ particular
of thet Council (')

According to the Report from the
delegation of responsibility would :
the President of the European Council.
call on the expertise of any of his ¢
qualified to deal with any individual

Several representatives had r
this suggestion, their main object:
implementation could prove injurious
action of the Presidency. If, howew T,
delegation of responsibilities were
relevant decisions should be taken p:
European Council in each individual i

T R e . s
(') The Report from the Three ‘Wise llen contain:
suggestion with regard to the Council of 1.




S

gersons at meetin of the Zurovean

jSentatives fal® that, in order to
d be useful if members of the
e accompanied by one person per

tatives spoke of the role or the General
Council should play in drawing up the
European Council.

.im‘tiw.ar on whether the number of cemcers
be reduced revealed at this stage

number of Cocmissioners to cne zer
2s sugzzested in {tbe lerort froz the
en. 3oth they and the representatives who
I of such a recductior advanced as their
the desire for u:‘ficieric:r and the difficulty
‘balanced allocation of tasks among too
of Commissionsrs,

The representatives who szid they
2 reduction in the mumber of members of
thought that, if the number of <he Commissic
this should not involve any loss of powu;'l‘
individually nor any compensation in the diss:

vortfolios among the members of she Comiii!i: n

Yfaintenance of the grincipls on which the au
members of she Commission is curcently det:

In the view of those representatives
this option maintaining zhis Srinciple swoul
Dossible: .
= %o preserve the present balance in the | .

of the Commission and the political
thereof;

%0 avoid the Commission tecominz likes an

governmental body;
30 ensure a2 more balanced represenzation
Zuropean political groupings wizhin <hi

o=

Although they shared the wish expressed by

%o see greater efficacity on the part of the
these recresentatives szid that the objects::
oy the Three Wise Men - ontizum creration of
Commission = could possibly be achieved o

by reducing the number of Cormissioners to ¢
Member State, for example by means of an e
Commission to redefine the tortfolios it assi,
each of its members. -

The third possibility would involve maint
provisiorally the principls of 21lgcation <
in force on the understanding that = red
would be made at the time of the enlargm.u*:

following that cornected with Greek 2ccession,




5 ;t Was vointed cut in supsort of such a transi-
tlonal solution

i th:.t 1t would be difficult vetween now and the erd
i of 1580 to achieve eny reduction in the number of
A Commissioners;

= Ehatiother cears designed tc cczplement a

recduction

the nunmper of Commissioners im ordar achiave

e desired lavel o7 @IZiciency could oe studied in
the meantizme,

%o

- In owposition to this solution, was gsointed out

in the number of Commissioners
anlargement followirnz

% connec%ead
1943,

s3x=, This would

OfiCresce mizht £all in
ir.g <he next Commission's
A0C inconsidsradls difticulties
oning o the new Commiszion,

oz the

ent of the Furopean Parliament in the process
;nt:.n the President of the Commission e

R ul‘ﬁ bge;hacco;'r'd::.ng to the Treaties, the Commission
e € privileged interlocutor of the European
| Lament, to which it is moreover responsible, certain
resentatives said that they could agree to xr'xfoma.l
T.a_anﬁ?ag't‘s between the Presidency of the Council and the
| 3 Presidency of the European Parliament or the political
groups of that Institution before completion of the

xible and informal procedure which precedes the appoint
ment of the President of the Commission in order to obtn‘_
their reactions to the persons likely to accede to th -
office of President of the Commission, | :
that this could incre
of the Commission,

It was pointed out
ase the authority of the President

soefese

ﬁ
=

:

!

I

—g8s

Other respresentatives pointed out that the President
of the Commission was appointed by common agreement of the
Governments of the Member States and that there were no

more reasons on this point than on others for .changing
allocation of powers laid down by the Treaties. The point
wes also made that the Buropean Parliament had availabl
to it the powers laid dovm in the Treaties vis-a-vis the

Commission. y

C. General Secretariat of the Council

=y Tt emerged from the exchanges of views held on this subject
that it seemed possible for agreement to be reached that %!
person required to discharge the duties of Secretary-General *
should have at his disposal the means enabling him to provide
substentive assistance to the Presidency of the Council, which
should rely more generally on the Secretary-Generzl and the

deparfments under him.

llost representatives thought that, to enable the =
Secretary-General to exercise fully his greater role, he should
be relieved of purely administrative duties.

3everal revresentatives considered that the Secre‘kaz';y—ﬁeﬂgm.
should have a fixed term of office, which might possibly be T .
renewnble (e.g. five years).

The Ministers for Forei;m Affairs intend to continue studying
the role snd functions of the future Secretary-General - and the
organization of the General Secretariat with a view to meeting the
increased responsibilities - in the light, inter alia, of any
suggestions which the latter might make.

II. POINTS ON WHICH THERE IS BROAD CONSENSUS TO BE CONFIRMED BY THE
EUROPEAN COUNCIL

A. The Eurovpean Council

~ The role of the Eurovean Council is to give general policy
guidelines such as to facilitate solutions to the problems

facing the Community.

.o A/-,-.o
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P el +
sas praparation of a sgecific plan of
L

Qommunity action saould 20T ce a task

T preparaticn of any sucl::

= Consequertly, -
priorities fo-
for the Zurogean Council.

an should rather bde a task £or ke Council,.(')

= Leetings of the Suropean Council must continue to 2e “ J
flexidle and pragmatic, as at preseat.

= Preparation of meetings of the Zuropaan Council and
g o
izplamentation of it S

s conclusions ars zaviers I
31 arxd the Dermanent epresentatives Cocmittee, waers

== 18y topics are concerm:ed. Ehy
4
B. The Council
ahti e
il {.&) Role of the Council
r 25
The Puropean Council could confirm the role which, in-
ing the "Iarlia procedure", the Heads of
rmment in Decamber 1974 in Paris and the Zurogean
k .1 3n December 1975 in Rome confarred upon the
e cil of the Eurovean Communitiss (Ministars for
S Foreign Affairs), viz. that it provide the impulse and 1

co-ordination to snsurs consistency in Community n
vities and coatinuity of work.

rations suggested that the Commission and the
an Parliament should be involved in the preparation
ch a plan, due regard being had for their respective *

&)

(c)

(e)

=49k=

Consistency of Community action

Such consistency of Community action could be mo: m
achieved if} in sach lamcer Stata, thers wers betster 5
Co—ordination azmong the departments involved in the
various .dossiers handled oy the Council in its differer
formations, The suggestion was made that in those
countries whers this did not already exist an appropriate
tody should te set up to carry out such co—o*d_na‘ion.

In this cornection, the Dermanent R2presentative should
take part in the process culmizasing in definition of
the Position to te adoptaed by the Siate ne Tepreserts,

Voring
There is no need for new principles to be laid down
regarding the voting rules.

Delegation of powers to the Commission -

It is desirable that powers should be deiegcted more

to the Commission, with the latter being asked to
submit stock formulae (a3 the "VWise ilen" suzzested) for the
principal eventualities, on the understanding that it remains
for the Council to decide, on a case-by-case basis, when the
are fulfilled for recourse to such

frequentl

appropriate conditions
delegation of powers.

Organization of Council proceedings

Council agendas should contain only a limited number of
items raising importent protlems,

Informal meetings of the members of the Council should
be held only if strictly necessary.

cas/oee




mtatives Committee

Toeneni Representatives Committee
to Winistars the main points of policy
suidelines laid down by tha Council, taexn
texts for'tha Council's approval;

'T;u;t*f establishing a single Council
Sion of the Zuropean Commurities, tke

The | the Coumcil should on suitable occasions
Representatives Committee T9 solve an outs
Within 2 time-limit and Winisters should

S oI she Counc:li's composition.
=his end Ye ales %o co-ordinate detter
e various foricing Parzias or spscialist

7 should azzmounce in advaace i
ffactively this 7ork of orevaring 1 Teaching agreement in the Dermanent Rex 3
Slaroibe ahle to relisve the Council ‘ s? that Per—anent Representatives can op
v of dossiers, the Permanent tize,
veée must have wider powers o7
end the Permanent Representatives
Tlsxible iastructions to enzble
resolve the greatest possiule
This end, instructions such as
F0sition U0 Te Found should e
¥a%u8 23 early as possible in the The Permanent Rspresentasives Commit<ee is
ST, so that meaningful negotiations ‘ examine the points on which its Worldng med
te improved, taiwing as iss vasis the v
suggestions made during <he examinasion of
Irom the Three Wise llen.

~- The Permanent Reuresentatives Comnmities, w
%o set up worldrg parties, should exert
over the aciivities of these bodies and
discuss 2t any time the dossiers whien
woridag parties.

5

3. The Presidency

The prime role of the Presidency, assisted at
By the Gensral Secreteriat, iavolves in nartic
organization of worl, Preperaiion of Council ag
Zonitoring of the JTogress made in discussicns
worlcing parties and co~ordination of tra w10k d
the different bedies, with a viay 2 Fo) ensuring the co
of Council decisisn
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i C. The Commission 3
) igsion's role ard the need %o f o that of finding ways to improve the procedure's o:ﬁeiom:yy by »
S ugort'ance of the Com’-ﬂlé? 5' ;d-amon‘ e first seeking solutions acceptable to all sides;
Daintain ooth the salance estaolish s £ rs : Xi b
Institutions oy the Treaties and the allocation o lpowa.aqvas + that of setting a time limit on the conciliation ptoc"fmt" T
e-°4"omh' | Institution were recogn:zed Sy 2ll the representat 4 l that it does not protract the Community's decisi

procedure.

- The need for improved preparation of the meetings of the Conciliation
Committec was underlined, To this end, the Presidency-in-0ffi e
might be given the task, in conjunction with the Commission, of
making informal contact with the European Parliament before the
formal meeting of the Conciliation Committee.

= With respect to the termination of the conciliation procedure, the
Presidency intends to ascertain from the European Parliament
whether it can agree on the detailed rules for implementing
the conciliation procedure proposed by the "Wise Men" with respect
to the termination of the procedure, viz,:

lations with the European Parliament
Relations with the Buropean Parliament

fﬂéw agreement was reached on maintaining the
. allocation of powers among the Institutions 2s laid
~ do

F

I:'uﬁm.s comnaction, the dsvalopment of relations
jtween the Suropean Parliamert and the Council should

by the Treatiss.

r
LS

"(a) when the Council's common position on a conciliable measure
has been sent to the Parliament, the latter should indicate
within a set period (e.g. six weeks) whether it wants to
hold a conciliation meeting; . w

(b) the time limit for completion of the procedure runs from the
date of the first meeting;

_cég‘g:tliation procedure

= Implementation of this procedure appeared to give rise
to two major problems:

the procedure should stop after either three months or
three meetings between the institutions, whichever is the
shorter;

|
K
|

cee/sen

- ﬂ;ﬂ ‘esident of the Commission should be appointed 2 I




on, the Presidencies of the Council and

nt should try to reach agreement on a i EHG(V)(80)14
ion. If the institutions cannot agree 4 June 1980
, the procedure is terminated."

12/13 JUNE 1980 o

PRESIDENT OF THE NEW COMMISSION

Brief by Foreign and Commonwealth

1. A list of possible and declared candidates,
ality notes, is attached, together with backg
dents and their rotation.

2. The only candidature officially declared so f
Gundelach, the present Danish Commissioner, but he
the press to have withdrawn (and to want to stay
as Agriculture Commissioner). Thorn, Luxembour;
however known to want the job, though not yet an
O'Kennedy, ex Irish Forei'gn Minister, has told
fidence that he is interested and he may be put
Irish candidate either as President or Commission
candidates are likely to make good Presidents n
from the British point of view,

a bid for the job and that their candidate will
Minister of Finance. Pandolfi would be a good ¢
of view (the Chancellor of the Exchequer is in fa:
some speculation that the Italian candidate might
to be Colombo, presently Foreign Minister, rather
seems to us less likely, but not impossible. It
Italians to decide which is a candidate. We would
a Colombo candidature.

CONFIDENTIAL
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23 of these two Italian names emerge they are likely to be
strong candid'ntes. If they do not, it will be in our interest to wop
for a p%tﬂum?nt of the decision on the grounds that more time and a
wider choice is needed in order to avoid the risk of having to oppose,

for example, an emerg:lng consensus in favour of Thorn. The French, 1‘ v
who have told hat they are in no hurry over reaching a decision | l Mentioned but not runners at this stage I .

(though they ‘acknowledge that Pandolfi would be a candidate 'meriting “\‘ Van de STEE (Netherlands) - Miniscer.of Finance
attention') 1d be helpful in securing a postponement in such circum- \“ | ZIJLSTRA ( b ) - Former Minister, President Nether:
ly since Giscard is known to have reservations about | } Bank since 1967 ‘ )
word with the French might therefore be desirable if BIESHEUVEL ( U ) - Former Prime Minister, one of Three Wise

oned
MANS (Belgium) - Former Prime Minister and Foreign Minis 3
An Irish candidate, probably O'Kennedy - ex Irish Foreign Minister

el |
n such a way that postponement of a decision would be J‘ Men It
d hope for The possibility of a further two year FITZGERALD (Ireland) - Former Foreign Minister, leader of Opposi:

could be another delaying tactic although that will be ‘
the Germans than for the French. 7 ‘ Previous Presidents
| HALLSTEIN (Germany) - Jan 1958-June 1967
It will be impo‘rtnnt for us to prevent any Member State establish- I REY (Belgium) - July 1967-June 1970 ; <k
a —emptive right to any specific Portfolio or ‘ MALFATTI (Italy) - July 1970-March 1972 LI
Portfolios ‘Commission (eg. by the French to the Development w MANSHOLD (Netherlands) - March 1972-December 1972
nhi;eh théy’— have held uninterruptedly since the founding of I“J ORTOLI (France) - Jan 1973-December 1976
he ( and which we will probably want to try to wrest from them). I:\ JENKINS (UK) - Jan 1977-[December 1980]
Aﬁiénpt’ﬁ' Mﬁm 'such pre-emptive rights could be made as part of ‘1‘ : i .
out the Commission Presidency. We should ensure that i Rotation of Presidency
¢ r Venice for any Member State to claim that 'under- | 1. When the Communities were established, there was no gene:
iched there about the distribution of Commission | of rotation. Under French pressure during discussion in 196

} implementation of the 1965 Merger Treaty, which established a sin
= ‘ Council and Commission, it was agreed that the Presidency should

" every four years (from 1967): the Treaty specifies only that the
l President (and Vice-Presidents) shall be appointed for a term of 2 years
" which may be renewed.
[ .
( 2. For this purpose, the Benelux are considered as one country, while
I Denmark and Ireland have also been considered as one country since en-
\ largement. The smaller states are arguing that it is their turn to
provide the President, either from the Benelux — and the Netherlands
1 do not consider that Mansholt's short Presidency rules them out - or
’ ‘ Ireland/Denmark,
1
I
I

. Foreign Minister

Bmm(y my.oe) Prime Minister
1y) - Minister of Finance
CONFIDENTIAL /Mentioned

FOREIGN AND COMMONWEALTH OFFICE
4 June 1980
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GOVERNMENT
EHG(V)(80)14 : ADDENDUM
11 JUNE 1980

EUROPEAN COUNCIL, VENICE
12/13 JUNE 1980

= s
1. No consensus has formed. It therefore

a new President may not be chosen at Veni
could be needed.

2. Reports from our posts show the follo
Community capitals:

FRG by

A LTS SR
;
+ LA Ll

2. No candidate. Believe Presidency shc;\ila‘

operate a machine as complicated as the
preliminary thinking tends to favour Thorn
but Schmidt has been too busy (eg. with par
the matter much thought and we have no indicatis
views.

FRANCE

3. No decision taken. We do not know wha
favours. Thinking at present still seems t«
idea of a candidate from a smaller country.
ITALY

4. Names of Colombo (Foreign Affairs) and :

CONFIDENTIAL
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eated insistence from Rome that Colombo . EHG(V) (80)15
ate but indications that Pandolfi would
d of selection. On 9 June Pandolfi
of the Exchequer that he would be a I EUROFEAN COUNGIL, p—
re a consensus in his favour but he did y
be thrust forward prematurely. He also ) ; 12/1% JUNE 1980

t the French and German Governments POLITICAL COOPERATION

a cmdid_ute from one of the smaller l

ler to develop a different, less

> June 1980

Brief by Foreign and Commonwealth

nt had come when his country should : i The following Briefing umate
date for the Presidency. He had a
e, but did not say who.

attached:

Annex A Middle East =

te but how he puts this may depend | B Iran
lle is more likely to press Gundelach's !

Pa‘gd‘?]if 1

C Afghanistan

nafng
‘Finance Minister and ex-Foreign
)ssible candidate. The Irish press
- Irish Government may put forward John
seems improbable.

ite, but rumours that Tindemans (former
gnon (Commissioner for Industrial Affairs)
- French officials have said that Davignon
€ a very active and effective President -
not be sufficient reasons in themselves to _
it was unlikely that anyone else would | 3 June 1980
l&s own Government did not do so''.

Foreign & Commonwealth Office

LTH OFFICE
CONFIDENTIAL
CONFIDENTIAL
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EHE(V)(80)IY

OBJECTIVE

e To agree a Council statement and
POINTS TO MAKE ’

2. Agree a move by the Nine is need
vacuum. Cannot repudiate autonomy tal
of progress from them.

3. Line proposed in report (A) bros
draft statement (B) subject to follo
paragraph 9 below).

4. Options for Nine following sou
including Security Council action,
itself a useful time-buyer.

5.  Contacts must include the PLO but ;
meetings needed, not publicity a'ambore'a‘}g
also be separately consulted. .,
6. Key is mutual acceptance of rig‘ht;é'
on problem of how self-determination can
and reconciled with Israel's security needs
e Nine cannot aspire to prlay the domin
efforts. US goodwill must be retained
which means careful and co-ordinated

care also needed to avoid alienating Israel

settlement must ultimately be negotiated.

CONFIDENTIAL
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‘tera' peport (not yet available).
Jouncil stutement.
e Foreign and Commonwealth Secretary
ser agreed at Chequers on %0 May (not
ind 12 below may be freely used. Paragraphs
neral disclosure in the Council.
t has been reached at official level on
ign Ministers' report and statement.
yincide in general with our own. But
ned to push the Nine into as indepen-
ole as possible, while the Germans
to move beyond declaratory diplomacy.
(some of which may be removed by the
the Council) remain on the statement.
/et been taken on who should carry out

in the draft statement. At the request

we have suggested four possibilities:

alone, with the delegation headed by the
. Support could be provided by a small
the Nine as a whole;

(ie the next 6 months Luxembourg as

. Thorn, and Italy and the Netherlands as

ture Presidencies);
| composed of, say, three members including

- permanent members of the Security

co

(iv) a special cwi
from tlic Nine as a
and expericnce (eg
these alternatives

members of the Nin

NFIDENTIAL

ssary, again
whole. A fijzune
Mr Brandt) wou
would mean Lh-’l‘t:

e would be involve

provision of an expert. This pr

resolved in detail

a decision in prin
11. The details of t
should consult will a
issue of the Council
mission should visit
Arab states (ie at le
Tunisia (on the Secur:
and also meet represe.
(presumably some of t
trate on eliciting fi
those referred to in
72. The Ambassadors
ded that particular t
to the Americans of t
and the Arabs also.

to take.

by officials an
ciple from the Coun
he mandate of the m
1lso need to be wo
statement. Our
Israel, Egypt, tl
ast Jordan, Syri
ity Council) and
ntatives of the

he mayors). -The
Tm answers to qu
the Foreign Mini
of the Nine in W:
hought should be
he Nine's move.

The Presidency may pr
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CHONFICIAL, TRANGLATION

-
EURCTEAN COUNCIL: DRAPY GTATEIEND OF S Hiu
¢ ' S
1. “The Heads of State and Govermgniiundy
have exchanged views in depth on the situ
[including the current state of negotiati

i “agreements signed between Egypt and Israel

agreed that the growing tensions [which a
stitute a growing danger] [which affect this
serious danger to peace] [affect seriously t
region [and] make a comprehensive solution of

conflict more than ever necessary and urgent.
=l

20 The Nine countries of the European C

the traditional links and common interests -
the Iliddle East require them to play a special
them today to work towards peace in a more

3, [In their action] [in acting thus], th
the Community base themselves on Resolutions
Security Council and the positions which they

" numerous occasions, norably in their declar:

19 September 1978, 26 March and 18 June 197358
speech made on their behalf on 25 Septembe
Foreign Minister at the 34th UN General Asse

4.  On the basis thus set out, the time has
recognition and implementation of the two p
accepted by the international community: the

to security of all the states in the region inc]
and justice for all the peoples which implies
legitimate rights of the Palestinian people.

5.  All the countries of the region have the
peace within secure recognised and guaranted
guarantees of the peace settlement should be
United Nations by decision of the Security Smﬁ
appropriate, according to other mutually a
Nine once more declare themselves ready to
system of international guarantees in the context
hensive settlement. .
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Jcm, which is not siuply a refugee

nd a just solution. The Palestinian

5 of their own cx:istence as such, wust
reise their rirht to sc]f—(intpmin«'n.ion/
cesii] within the fruuwewvorik of the
nt. The exercise of this right

> of a homeland for the Palestinian

1f and, if it so desires, a Palestinian

h Israel should evacuate in Palestinel.

S involved in the peace settlement
0 promote on the basis of the
larations mentioned above. These
1 the parties concerned, including
[involves the participation]
on] [involves the association] of

s o i
e particularly important role which the
s for all the parties concerned.

i Yy at the then United Nations
le stressed inter alia that they did

which claimed to change the status
t on the status of the city
free access for all to the Holy

ed for Israel to end the territorial-
ined since the conflict of 1967.
the Israel settlements Trepresent
ce process in the Middle East. The
ements [as well as demographic and
' occupied Arab territories] are

lement for a comprehensive settlement
E

/11,
s
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. he Ninc have decided [to undertake
with] [to make the necessary contacts vi
snvolved., In the light of the results of
Kine will decide the precise modalities o
[thé ﬁrecise methods and timetable for an init
part]. b

2.  The Nine also stressed the importance

to the Euro/Arab Dialogue on all fronts and
its political dimension. They have accord
meeting at the political level between the |
opportune. They intend thus to contribute t
of co-operation and mutual understanding be
Arab world.
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' MEMBER STATES

POINTS TO MAKE

1. All member states have put their measure:

L

differences are less important than to avoid :

lack of confidence in what is being done. %

FURTHER CONSULTATIONS

2. We should keep under review the way sanc

is only if a serious distortion of trade be
further consultations need be considered.

PURPOSE OF SANCTIONS

3. We are not trying to bring the Iranian
but to demonstrate to Iran that it cannot
relations while continuing to hold the hostz

REACTION IN IRAN

4. The Iranians have made light of sanctions.

are. indications that they are more concerne
they wish to admit. -

(DEFENSIVE) COVERAGE OF SANCTIONS

5. Discrepancy in our cut off date for exe
make little practical difference: the rea

aversion to retrospeétion. We would be read
aspects of the Security Council Resolution

contracts in support of industrial projects
would make parallel orders.

‘co NFPENTIAL




CONFIDENTIAL

put their sanctions into effect on
‘they all claim to be following the

the implementation of the Security

ere are considerable differences

Iran Working Group in Brussels on _
rted by some states, wished to prepare
measures. France and .the UK saw no

ions has not affected our Embassy's
n Government. However, we know that Iran
ternative sources of supply in(Korea and
which will be affected by the . -

d ‘rangements for goods which have
sent to an intermediate destination
These measures will at least cause
and increase prices in Iran.

i

an bedevils efforts by outsiders to con—
release of the hostages. Some leading
and Qotbzadeh want to release the hostages
ﬁh’d’ Beheshti group remain intransigent.
or at least fears the consequences of
mind. Parliament (convened on 28 May) is to
unlikely to do so before late July. Even
tes' may be overruled by hardliners, inclu-
wish to exploit hostage issue in context of

e being is to keep hostage issué off front
while moderates try 'to work out scenario for
Majles. This could include some international
2 g /'recognition'

Ba -

CONFIDENTIAL
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'recognition' of Iranian grievances,
Commission of Enquiry (Daoudi, Waldheim
still in Tehran.

65 Apparent US plans to ventilate IC.
Council could cut across this process,
scrutiny of efforts to find a solution, I
Iranians to agree to a solution.

REFERENCES

1. UN Security Council Draft Resolutio
2. Declaration by EC Foreign Ministers

CONFIDENTIAL
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U . ITED NATIONS -

‘CURITY
COUNCIL

United States of America: dra

The Security Council,

Kecalling its resolutions 457 (1979) of 4 Decem
31 December 1979, 5

Recalling also the ap.peal made by the President
9 Hovember 1979 (S/13616) which was reiterated on 27

Having taken note of the letters dated 13 Noven
concerning the grievances and views of Iran (5/13626 |

Heving teken into sccount the Order of the Inte:
15 December 1979 calling on the Government of the Is:

ensure the immediate release, without any exception,
States nationality, who ere being held as hostages
calling on the Government of the United States of
the Islamic Republic of Iran to ensure that no act:

aggravate the tension between the two countries, =

It
Further recelling the letter dated 25 Novembe:
(8/136L6) stating that, in his opinion, the present crisi
Republic of Iran and the United States of America poses a
international peace and security,
5 i
. Bearing in mind the adoption by the General Assembl;
17 Decermber 1979 of the Convention Against the Taking ¢

Mindful of the obligation of Steates to settle their
peaceful means in such a manner that international
ere not endangered and, to that end, to respect the decis
Council, va ol

4 SR —

Conscious of the responsibility of States to refrain i
relations from the threat of use of force against the
political independence of any State, or in any other
purposes of the United Nations, il

80-00943

CONFIDENTIAL
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»lcase and departure from Ir
rst step in resolvinn jeace u
d the other States menbers of the int ernutional

an of all tlose beiny
fully the issues betveen

he hostapes have been safely released, the Government
of America should take steps te resolve )mscefu]%y
1 em to their mutual satisfsction in accordance vith

the United llatiens,

t the report of the Scerctary-General of
suant to resolutions 457 (1979) of L Dccember 1979

919, ]
ontinued detention of the hostages constitutes a
peace and security,

| Articles 39 and 41 of the Charter of the United
A L
anain, on the Government of the Islamic Republic of

persons of United States nationality being held as
protection and to allow them to leave the

1 time es the hostages are released and have
tes Members of the United lations:

. or supply, by their nationsls or frcm their
inating in their territories, to or destined for
,or any other person or body in Iran, or to
r body for the purposes of any enterprise carried
s, or products, except food, medicine, and

it by vessel, aircreft, railwey, or other land

or owned by or under charter to their nationals,

‘bond by land transport facilities across their

commodities, and products covered by %
gned to or destined for Iranian governmental

Iran, or to any enterprise carried on in Iran;

. L=

le to the lranian authorities or to any person in

olled by any Iranian governmental entity any new
with respect to such persons or enterprises, make
ties or allow substantial increases in existing
favourable terms of payment than customarily
‘transactions; and shall act in a businesslike

when payments due on existing credits or loans are

dos

&é;IFIDENTIAL
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5 B
not_made on time and shall require uny persons or entities
jiction to do likewise;

(d) shall prevent the shipment from their territori
registered in Iran of products and commodities covered

(e) shall reduce to a minimum the personnel of Ir:
sceredited to them;

(f) shall prevent their nstionals, or firms located
from enpaping in new service contracts in sunport of i
.olher than those concerned with medical carc; -

(g) shall prevent their nationals or any person or

decisions set out in this resolution;

forthwith to the decisions set out in operative puragraph‘
notwithstanding any contract entered into or licence granted
this resolution;

L.  Calls upon all States lembers of the United Nat:
decisions of the Security Council in accordance with Arti

5. Urpes, having regard to the principles stated
Charter, States not memvers of the United Nations to act
vrovisions of the present resolution;

6. Calls uvon all other United lations bodies and
of the United Nations and their members to confrom their
terms of this resolution;

7. ~ Calls upon all States Members of the United Nat:

those with primary responsibility under the Charter for the !

s 3. Decides that all States lHembers of the United Hati

s : %
nternational peace and security, to assist effectively in th

the measures called for by the present resolution;

8. Calls upon all States Hembers of the United Nations
agencies to report to the Secretary-General by 1 February 1080

implement the present resolution;

9. Requests the Secretary-General to r(—po.rt to the f

uncil

. the implementation of the present resolution, the first report

later than 1 March 1980.
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DECLARATION BY ;I‘HE FOREIGN MINIST
IRAN : NAPLES, 18 MAY 1980

At their meeting in Naples on 1‘%
Fofeign Mi-nisters of the Nine Member
Community reconsidered, in accordan
of 22 April, the situation resultingj
the American hostage; in Iran, whici;

¢
violation of international law.

2. The Ministers examjned the inf
Iran. While noting that there were z:
which could be important for the rel
particular the completion of the seco
elections and the forthcoming conve!
were obliged to recognise that no de

to the release of the hostages had been

last.

33 Consequently, they decided imme
measures provided for in the Secu.ri'ty"-
of 10 January 1980, according to joint:

‘procedures. They agreed, in particular

, concluded after 4 November 1979 will b

measures. They will continue to consu

Art 224 of the Treaty of Rome.

4. The sole purpose of these measures
release of the hostages. At the same t

reaffirmed their intention to respect

. Iran and the right of the 'Ira_n:la.n pe

own future.
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retary-General to entrust to Mr Adib ‘ —-—_“-

UN Commission of Inquiry, the task of
. : : : UBIECTIVE
ith the Iranian Government in order :
1. To stimulate a wide-ranging discu

n to resume 1t§ work and to sccure ‘ i i
| POINTS TO MAKE

Ht}r_isis. Thfy fully support the 2. The Russians are anxious to divert
i11 remain in constant touch with him b | Afghanistan. The Warsaw Pact call on
hether the p'rog're&s of the UN mission i Peace Summit "to remove hotbeds of te:

hem rapidly to suspend the BEESUTES ‘ this sense. The Russians will also s

gain advantage from any signs of divis
allies.

3. Close consultation and cooperation
partners are vital. We should make 1’('7'
common appreciation of, and approach

the invasion of Afghanistan. We must co:
that East/VWest relations will suffer co
they remain in Afghanistan and that the
to 'business as usual' until they withdx
AFGHANISTAN

4. Meetings between Lord Carrington
Giscard and Brezhnev have Lrought little
Soviet willingness to negotiate serionély.,'
are feeling the pressure - .f world opinicn :
appear flexible. We should continue to
whilst maintaining pressurc for an accept
CSCE

5. The Russians are anxious for Madrid +
use it to promote an impression of vbusi
want agreement to a conference on Disa
détente. We must take a strong line at

détente cannot be broken down into pack:
CONFIDENTIAL
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ation of tew vreposils in meaningless

i continue Lo he dirresirdid,

ision of the British Olympic Association
on to participate in Mcscow Games was

yvernment advice. It is not binding on
ipic Sports or on individual sportsmen.
if circumstances change. We shall

y to advise and urge non-participation.

regime and high level contacts —

on 17 May in Vienna and Giscard/
aw = suggest that the Russians have
appear willing to be reasonable. But
pre-conditions to any political

they wish Lo secure recognition of

. particularly by Pakistan and Iran.

)y & certain ambiguity, perhaps

ements about withdrawal. Brezhnev

oviet withdrawal could start after

been completed between Afghanistan

re guarantees of non-intervention

- Brezhnev alsc said in a speech on

for beginning the withdrawal could

of the proposed settlement and taking

te national gsuarantees of the ending
1 forms of cutside intervention. We
Russians further to see if this indicates

5 o move toward our insistence that

=N /guarantees
CONFIDENTIAL
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guarantees of non-intervention must go h
Soviet withdrawal.

9. The attitude of non-aligned States has

The Islamic Conference on 17 — 22 May i‘?%
of the Soviet invasion and set un a 3-m§.x’1
the Foreign Ministers of Iran and Pakista
General of the Islamic Conference to see‘ié‘ﬁf
"appropriate consultations". This may g”éfg
if they are obliged to meet only represer
regime, but they are aware of the dangers.
GISCARD-BREZHNEV MEETING o
10. Without any prior consultation with
Giscard met Brezhnev on 19 May in Warsa‘."r:
though he claimed in response to nress
abroad, that Brezhnev had been left in no
solidarity over Afghanistan. The Soviet
that the meeting had revealed "a growing |
towards the continuation of ccntacts, the

strengthening of détente and mutually adva

o---u"

CSCE

11, The next CSCE review meeting will begin-v
11 November and will be preceded by a pre: :
also in Madrid, beginning on 9 September,
outcome covering all areas of the CSCE Final
emphasize the review of implementation, l‘hJ
to concentrate on the military aspects of ¢

idea of a disarmament conference. Lord Carr;

to Gromykc on 17 May that the atmosphere at
CONFIDENTIAL
=3
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Lyiipic Comnittees (NOCs) except the

EUROPEAN COUNCIL,

7o to Moscow ugainst the advice of
'Gp 7 12/13 JUNE

ns are feeling isolated. Herr

Brief by Foreign and Common!

and Home Office

OBJECTIVE

To make clear that the UK is prepared to
on Cooperation in Criminal Matters (whicl
with extradition among the Nine), but tc
on the general issue of the future of the

POINTS TO MAKE

i} UK will be disappointed if the Conve
force. i
2. Difficulties in reconciling common
systems likely to make future work on the

rationale of this proposal was that cfimtxidiﬁq ]
allowed to profit from the free movement be
countries provided for by the Treaty of Rome.
proposed that the Common Judicial Area should

CONFIDENTIAL
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scard's proposals, a group of officials
of Political Cooperation and negoti-
the Nine on Cooperation in Criminal
s based on the principle that States
isider prosecution of suspected crimi-

isdiction than exists at present with
lties, because of the need to call wit-
d also have required us to abandon

eatures of our extradition system, eg the

e case against the fugitive. How-

£ proved accommodating, and the draft

cials is now acceptable to the UK. As

entially useful, but by no means

tho gave no hint of this in the course of
ected to announce that they will not
i ipal objections to this Conven-
f a Common Judicial Area are that
duce the credibility of the Council
1itions already exist) and at the
y institutions, as it does not give
(The UK is opposed to any such exten-
5 jurisdiction). The Convention can

0 sign it would effectively kill it,
work on the Common Judicial Area,
en seen by the French, in pariicular.

- the creation of the Common Judicial Area.

L there is a certain logic in the idea
, but doubts whether it would be useful
! rk on it at this stage. Given the dif-
n law and the continental legal systems,

/in practice

. CONFIDENTIAL
in prnctice'such work is likely to be inc

and its results meagre.

5. If, as a.result of the Dutch decision,

p cooperation on criminal matters is impossib
may press instead for discussions on the ¢
there would be little point in trying to

Area in matters of civil law, since this wol
work of other bodies, e.g. the Council of
C(:;n'ference on Private International Law. So.
in this field have also failed to take accoun
of separate jurisdictions in FEngland, Scotl
Ireland, and are wholly 1mpradtic31 for the

Foreign and Commonwealth Office
and Home Office

5 June 1980.
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EUROPEAN COUNCIL, VENICE
12/13 JUNE 1980

COMMON JUDICIAL AREA

Brief by Foreign and Commonwealth Office

OBJECTIVE

To make clear that the UK is prepared to sigr
on Cooperation in Criminal Matters (which is
with extradition among the Nine), but to g
on the general issue of the future of the

POINTS TO MAKE

1 UK will be disappointed if the Conve:
into force.

2.

BACKGROUND

1. President Giscard launched the idea of a
among the Nine at the European Council in De
rationale of this proposal was that criminal:
allowed to profit from the free movement b,e$
countries provided for by the Treaty of Rome. w
proposed that the Common Judicial Area should
25 Following President Giscard's ;;roposll

_has met within'the'frs.mework of Political Cq

CONFIDENTIAL
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ention among the Nine on Cooperation in
Convention is based on the principle that
radite or consider prosecution of suspec
the draft Convention seemed likely to raise
'cé it would have required us to take much

jurisdictionithan exists at present with

It would also have required us to aban-
nal features of our extradition system,
a prima facie case against the fugitive.

Nine bhave proved accommodating, and the
ed by officials is now acceptable to the

treaty is potentially useful, but by no

who gave no hint of this in the course
Jb ‘e now announced that they will not sign
principal objections to this Convention
of a Common Judicial Area)are that it is
uce the credibility of the Council of
Conventions already exist) and at the same
institutions, as it does not give the
(The UK is opposed to any such extension
Jurisdiction.) The Convention can only
11 Nine have ratified it, so that refusal
ign it will effectively kill it, and with
on the Common Judicial Area, since this

by the French, in particular, as the first

on of the Common Judicial Area.
‘that there is a certain logic in the idea
Area, but doubts whether it would useful to
* work on it at this stage. Given the dif-
- common law and the continental legal systems,
k is likely to be increasingly difficult and

t of the Dutch decision, further progress

criminal matters is impossible, the French may

sScussions on the civil field. However, there
in trying to create a Common Judicial Area

/in matters

CONFIDENTIAL

matters of civil law, since this would dup
other bédies, eg the Council of Europe and
on Private International Law. So far Frenc
field have aiso failed to take account of
separate jurisdictions in England, Scotland

and are wholly impractical for the UK.

REFERENCE
Dutch Coreu telegram announcing their decis

- Convention.

[Neve:
Revisions have been underlineé:S

Foreign and Commonwealth Office and Home Of
9 June 1980
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FM ROM  COREU

T0 ALL  COREY

ROUT I NE : -
CPE MUL ETR 2150 (CPE BIL ETR 235 HAYE)
07.06.1980  ©B.82 HEURES .

FM LA HAYE COREU
70 ROME COREU  — IMMEDIAT
INFO ALL COREU - ROUTINE
CPE/BIL ETR 225
P6-D6-1988  17.16 HEURES

DIFFUSION RESTREINTE
DISTRIBUTION GENERALE

‘OBJET: ESPACE JUDICIAIRE

THE NETHERLANDS INFORN THEIR PARTNERS THAT THE QU
SIGNATURE OF THE DRAFT CONVENTION AMONG THE MEMBER

THE EUROPEAN COMMUNITIES ON COOPERATION IN CRIMINAL
SCHEDULED FOR THE ABOVE-MENTIONED MEETING, HAS BE

TO ITS GOVERNMENT AND THAT THE COUNCIL'OF MINISTER
SESSION'OF 6 JUNE, 1988, HAS DECIDED THAT THE 'SAID DRAF
VENTION WILL NOT BE SIGNED FOR THE KINGDOM OF THE
TAKING INTO ACCOUNT ITS CONTENT AND STRUCTURE.
THIS DECISION 1S BASED ON CONSIDERATIONS OF BOTH A

AND A LEGAL NATURE WHICH ARE RELATED TO THE PRACTICAL
UTILITY OF THE CONVENTION, ITS LEGAL CHARACTER, ITS
EFFECTS, ON THE FUNCTIONING OF CERTAIN INTERNAT ONAL
SATIONS, IN PARTICULAR WITH A VIEW TO INTERNATIONAL
AGREEMENTS CONCLUDED OR ENVISAGED IN THE FRAMEWORK THER
AND THE CHANCES THAT THE CONVENTION WilLL FAIL 7O RECEIVE
PARL)AMENTARY APPROVAL. ; A
THIS DECISION IS HOWEVER NOT TO BE UNDERSTOOD AS A Cl
| EXISTING DUTCH POLICIES AND PRACTICES IN REGARD TO
MEMBER STATES IN MATTERS OF EXTRADITION. .

L8

FIN DE TEXTE./.
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EUROPEAN COUNCIL, VENICE
12/13 JUNE 1980

ENLARGEMENT

OBJECTIVE

1l To make plain if necessary that th
to support the accession of Spain and
accept that the Community's internal s
justification for delaving this.

POINTS TO MAKE

2 UK has supported and continues fi
of Greece, Portugal and Spain.

3 Accession of Greece now assured,
Spain should be pursued no less Vigoro

4. Community of course has internal

be kept in perspective. Recent event:
Community's ability to confront and suri

Am confident that it will continue to be al
Therefore cannot agree that Community's in
require delay in negotiations for accessi
Spain. )
BACKGROUND

D On 5 June President Giscard told a
of Agriculture in Paris that because of p
integration of 'certain new member sta
it was 'right that the Community should
off the first enlargement before being
second' . These remarks have been wide

and outside France as marking a chai

to enlargement. Hitherto while not hf&
doubts and the likely difficulties, the
at the high political level, have paid 1

1 o desirabilit f P
CONFIDENTIAL | ek °"&‘f§};‘ﬁﬂssﬁlglgtnnish
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made clear that President Giscard's remarks do not apply to
Greece, which Of course signed its treaty with the Community

OVer a year ago). e Spaniards reacted sharply.

& The pretext given by President Giscard for delaying

the accession of Portugal and (in particular) Spain is not
plausible.  The real French motive lies in the fears of French
farme that they will suffer seriouslv from increased competition
in, especis 1y, Mediterranean products once Spain and Portugal
doin 1lists and the Communists are already firmly
 entry and President Giscard appears to have
J’?ﬁbigb‘i for electoral reasons, that he also must

the views of his farming constituents.

"-e, in the UK interest firmly to maintain our public
tuguese and Spanish entry.
1y (and could have something to gain);

We have nothing to
the

oming them into the Community remains as valid
bilateral relations with them require a

|
are reinforced in the case of Spain by the
lon that consistent UK support of early Spanish

1 € an asset which the Spaniards will be reluctant
(’p‘er'ticularly if the French are being difficult).
gfﬁnoe will in turn help us to keep the Spaniards to
itments over Gibraltar. '

same time it would not necessarily be against UK
f the French attitude indeed lead to some delay in (

inter

the timetable for Spanish accession (on which our formal position
~ is one of support for signature of a treaty in 1981 and entry
on 1 .

ary 1983). We attach great importance to the review
tv Budget on which the Commission are committed

r osals by June 1981 and would not want this to be
complicated or delayed by the accession negotiations, Similar ‘
!

considerations could apply when the Communityv reaches the 19

! CONFIDENTIAL
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| Lomd By
,\\ Brief by Foreign and Commonwealth Office st < pal
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{
i OBJECTIVE nis wt
I 1. To make plain if necessary that the UK continues firmly
ﬁ to support the accession of Spain and Portugal and does mot
'l‘ a accept that the Community's internal situation provides
‘ Jjustification for delaying this. 13- ad
}'g‘ POINTS TO MAKE bt .
) ¥
.{‘ 2. UK has supported and continues firmly to support a ce: .;',
! of Greece, Portugal and Spain. T i
Ml . L
v(‘\ 3. Accession of Greece now assured, that of Portugal wndn mus
i
” Spain should be pursued no less vigorously. ¥ "
i | - - .
l; 4. Community of course has internal problems but ‘these must
be kept in perspective. Recent events have demonstrated
| Community's ability to confront and surmount its problems.
!‘ Am confident that it will continue to be able to do so. i ynls
i @ Do not believe that Community's internal problems
i require delay in negotiations for accession of Portugal and
{ Spain. =
i BACKGROUND T
i ’
) 5 On 5 June President Giscard told a meeting of the Chambers

f

I of Agriculture in Paris that because of problems over the
integration of 'certain new member states' into the Community

il it was 'right that the Community should give priority to finishing

| }‘ of f the first enlargement before being able to undertake a

| second', These remarks have been widely interpreted both inside
‘N‘ and outside France as marking a change in the French attitude
| to enlargement. Hitherto while not hiding privately their
doubts and the likely difficulties, the French, particularly
“at the high political level, have paid lip service to the

I desirability of Portuguese and Spanish accession (it has been
CONFIDENTIAL
‘ /made
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- Giscard's remarks do not apply to
‘signed its treatv with the Community

aniards reacted sharply. could apply when the Community rea &

me time in 1981/82.
' President Giscard for delaying the OIS
in particular) Spain is not plausible.
in the fears of French farmers that
from increased competition in,
products once Spain and Portugal join.
ists are already firmly opposed to
scard appears to have decided, no | 9 JUNE 1980
that he also must take notice of
1stituents.

FOREIGN & COMMONWEALTH OFFICE

idt, speaking to a Social Democrat
reference to enlargement in the ~
ech.  He said that unless things
y implication CAP and budgetarv arrangements
- finance an enlarged Community.
n in The Times report, however,
er of our embassy who was present)
suggestion that enlargement would

tﬁK interest firmly to maintain our

* and Spanish entry. This rests
case for helping to consolidate
~by.welcoming them into the Community;
with them require a favourable

1ese reasons are now reinforced by
tent UK support for the Spanish
Icreased importance to the Spaniards in
tude and this could help us to hold
tnents over Gibraltar.

d not necessarily be against UK
tde indeed led to some delay in
h accession (on which our formal position
ture of a treaty in 1981 and entry on
h great importance to the review of
which the Commission are committed to
and would not want this to be complicated

h'm?otiations. Similar considerations CONFIDENTIAL
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POINTS TO MAKE

2. It is not yet finally clear whether a
interests overall; but a generally acce)
strategic value to the West. And there .
without an international regime.

3. Deep seabed mining. Aim is assured a

essential,

5. Community accession. Conference generally
opposed on principle. Community should the;
provision which our main potential allies, e
6. UK Continental Shelf. If Law of the Sea
by Schmidt: : ‘exp
FRG delegation will in future be more help:
UK on the Shelf which is among  our prinec

Conference.
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its work in 1973 will resume in
August with the intention of completing?
a draft Convention if not this year, early
as developed its own methods of work which
tions: consensus rather than voting has
ons; and the usc of a multitude of separate
th innovations have worked to our advantage
ers in a minority position to obtain
never have gained by vote.
or UNLOSC forms part of the Political
ings at Heads of Delegation and expert
during sessions and inter-sessional
in particular, Community adherence to
lve to be submitted to the Council in
tage in discussing UNLOSC at Council
may, howevcr, inform their colleagues
e subject at the Economic Summit.
n coordinating effort across negotiations
the (roup of Five (G5 - UK, US, USSR,

ining in the Coordinating Group (UK,

~ANDPRESENT POSITION
der the following headings:
Law of fhe Sea issues (freedom of
itorial sea limits, ‘archipelagic
ne delimitation, ete)

‘exclusive economic zone (EEZ);

d prescrvatiopn of the maTine environment

CONFIDENTIAL /(marine
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(marine pollution);

(f) Marine scientific research (ufs,n o

(g) Legal issues (preamble and fin
0f the above the texts of (a), (b), (e) and
acceptable to the UK. Overall they pro\'r:li;el'a
freedom of navigation worldwide, important
interests; confirm the management and explia;z:
stocks within 200 miles; provide for moré‘git
marine pollution and an acceptable degreé g;
research without prejudicing our navigatién
The Continental Shelf texts contain a det;
of the Continental margin which will confi;'m‘
exploitable offshore hydrocarbon reserves, in
West. The Deep Seabed Mining text, although
in all respects in general represents a b
of the industrialised countries for secu;‘e e
important deep seabed hard minerals (co;;i)é;,

Ry |
cobalt) on terms conducive to investment by i

o ia
more restrictive aims. Details of the p
Annex A. Nevertheless important questions r

in both the Continental Shelf and Deep Seabed

*my DA
In particular: .

ar sl

uedd antd
(i) The role of the proposed Internatio

(a) Continental Shelf:

L]
Commission in determining the furthee‘t ,
A3 AN
Continental Sheld rights. i

v ok

(ii) Revenue Sharing: the amount of levy
developing countries from Continenttih%h,
beyond 200 miles. ¥ AR
(b) De® Seabed Mining: o
(1) Decision-making in the Council of the.
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question of a blocking vote. ‘ 1 acquiescence, if not support, in difficult and

ation: initiated by the land-based : P in which we and other Broad margin states are
da. At present, while providing ‘ ‘ German opposition continucs,though that of De
mit deep sea production to 100% | Netherlands has ceased. Various explanations
world demand. | ; dissatisfaction with UK performance in the

o.n; of ; Convention could be expected | German fishing lobby; sour grapes (FRG has éb

»ﬂs on HMG and other governments in | . a short coast-line and stands to derive 1lit
lti—f;l;n,tiou. Details of the estimated 5 a Convention) and the wish to apply an EC regi
- B). No final decision on whether ! Shelf. Herr Schmidt himself is said to have T
nvention will be called for until i in the question. It is not one on which we
.';.et',ed. Ministers are however 3‘ ‘ . concessions to German opinion.

- negotiations and UK objectives before Annexes

A: Deep Seabed Mining Regime

B: Financial Obligations

of fisheries (the 200 mile EEZ).
1 in the Council that the Member States
which would permit the EC to adhere to
opposed by the USSR. The us are
nqtint'endtng to accede from picking
ion through Community accession while
s. We believe a formula can be found
The remainder of the Conference is not
Arabs have linked it with their
Maritime, Aviation and Environment Department
mvepents to participate.
3 Foreign and Commonwealth Office
| 10 June 1980
n$‘i§ 1ng the exercise of our rights over
ho
g}.{*aoo miles EEZ has been consistently
lesser extent by Denmark ang the

Tepresentations, drawing attention to the

a8 ONFIDENTIAL
~ for the pg and the -dasinbility of EC c .
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DEEP SEA MINING REGIME

P)The main feature of the international

to emerge, are:
(i) An international organisation,
Seabed Authority ('the Authority+), w.
detailed mining code regulating all
mining. (This will in practice probal
Convention comes into force by a Prg
(ii) The Authority will then award
applicants, who may be states or com
Enterprise to be established as the
The Authority's discretion in awarding
narrowly defined. Under these contract
have to pay large contributions to
be used mainly for development aid. .
(iii) In order to protect land-basedw?,.
will lay down a 'production ceiling'
of production from the seabed.
(iv) 1In order to get the internatiogq
it will be given a number of important a

(a) States Parties to the Conventiqn

long-térm interest-tree loans cover:
%'

of one mine site and guarantee loans fo
(b) The Enterprise will not have to
10 the Authority for an initial pe:
years.
(c) The Enterprise must negotiate fg§

national taxation,
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) Sea miners must prospect one mine site
for each one which they have.
P sea miners must, during an initial
y to make their technology available
€ on 'fair and reasonable commercial
dons'. A similar obligation, to which
dom and other Western industrialised

ngly, would benefit developing

be composed of a pPlenary Assembly, a
SR Secretariat, the Enterprise and other
1 will have control over the exercise of most
rtant functions, and the Western deep
acting together, will be able to block
11, They would therefore have negative
¥y but could not, of course, ensure
%lﬁcking power is the single most
issue at the Conference, and the US
d firmly that without such a blocking
L not be ready to adhere to the Convention,
‘énce will convene after twenty years, and
:!iu,j'btity, change the system. (Dissntisfied
the Convention.)
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UNLOSC:; FINANCIAL ASPECTS

DIRECT PAYMENTS BY HMG FOR THE INTERN/
THE ENTERPRISE, ETC h

The Enterprise y

Under the present proposals the UK wouly
about 5% of the costs of the first Enterprise
of these costs are bound to be speculative:
companies’ own estimates of costs of a similar
or in the range of $1260-234m) we estimate the

about £40m, half in long-term interest-free 1

for loans taken out elsewhere by the Author&ﬁy@l\:

(b) The Authorit
The likely UK contribution to the ai
the Authority, until it becomes self—i‘ixmm::':mn%1

for 7-10 years., + iy
(c)  The Preparatory Commission

A Preparatory Commission is likely to
before entry into force of a Convention, with

years. Total likely contribution is therefore

1 10-15 years.

(d) The Law of the Sea Tribunal

The UK contribution to the expenses of a L
Tribunal might be about £110,000 pa (5% of $5m pa)
(e) Training

the terms of the Convention, obliged) to contrﬂmﬂ@
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2 and thereafter. The estimates of possib

® companies request and as the governments

€éeém willing to grant, there could be a

revenue of £85m on each of the 1 to 3 projects

prices,
5. REMOVAL OF INSTALLATIONS
Article 0.3 and 80 require that all di

dertake in the first 20-25 years of deep

efs short of full tax credits were given,

would be correspondingly lower.
offshore installations on the EEZ or Continen

oted that the 'loss of tax revenue' referred
] I

With the hypothetical and 'ideal' case entirely removed. Complete removal of the st

=4

under US or UK unilateral mining legislation,
£2,500 million, These costs fall primarily on

only. While mining under an international
can be offset partially against PRT and Corpo

profits 'taxed' by the Authority, other
downstream activities of transport and thus cause an equal loss of tax revenue.
ject to national tax. Thus despite tax
' should get net tax revenue from participation
‘seabed mining.
{ COMPANIFS TO THE AUTHORITY
nts by deep seabed mining companies to the
to profits and are difficult to estimate.
ne casc' used as an example in the Conference,
m over 20 years accrue to the Authority from
. As UK companies have a 30-35% interest in the
onsortium, their share of the payments might
85m per site over 20 years.
: REVENUE SHARING PAYMENTS FROM EXPLOITATION

alculated on basis of present negotiating text

of the value of the volume of production at
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