MR POWELL

| have received the attached letter from Maurice Fraser, the Foreign
Office Special Adviser specialising in European matters, concerning
the Prime Minister's meeting with Giscard d’Estaing next week. You
will see that Giscard intends to raise with the Prime Minister his idea
that a umbrella Centre-Right Grouping in the European Parliament
should be formed, with him as its leader. Maurice reports that
Christopher Prout, in typical door-mat fashion, would be quite happy
for Giscard to take on this role. | cannot believe that many other
people would share his enthusiasm.
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16th February, 1990
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PRIME MINISTER'S MEETING WITH VALERY GISCARD D'ESTAING

Further to our brief word this morning, see
paragraph 6 of the attached reporting telegram.

o Giscard made similar (rather nebulous) overtures to
the EDG last summer, though at the time, he was only
talking about EDG-Liberal merger.

The Liberals, as you are no doubt aware, are a small
and notably ineffectual grouping in the EP, not
least because of their poor organisation and
attendance record. As such, they are a totally
inadequate vehicle for Giscard's ambitions.

Sir Christopher Prout is quite amenable to the sort
of arrangement which Giscard is proposing, and in
principle would be prepared to accept fusion with
either the European People's Party, the Liberals, or
both. He remains of the view that the EDG can
maximise its influence most efﬁsg&izglz_gx fusion
with the EPP. There is, of coufse, no prospect of
this in the foreseeable future, although the EPP are
to review the EDG's application for associate
membership in eighteen months' time.

Sir Christopher would be quite happy to have Giscard
as the leader of a new centre-right grouping. He
has always had a high personal regard Ffor—him, and
dines with him regularly.

The likelihood of the'ﬂ’? agreeing to this idea is
extremely slim, howeve¥. This would therefore leave

only the Liberals as potential partners. Such a
merger would in itself do little to increase the
effectiveness of the British Conservatives in

Strasbourg.
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Clearly, in the unlikely event of such a merger
coming about, there would be considerable
difficulties about the banner under which British
Conservatives would contest European Elections in
the future. They would, of course, continue to
campaign as Conservatives, but they would have to
explain to voters that they would be sitting in
Strasbourg as part of some grouping with a name
which, at present, we can only guess at. This would

certainly be an unfamiliar idea for British voters,
to say the least.

%va MAURICE FRASER
Special Adviser
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V_GISCARD d'ESTAING and Helmut SCHMIDT :
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STRENGTHENING THE FRANCO-CERMAN AXIS
IN BESPONSE TO
RECENT EVENTS IN EASTERN EUROPE

In 1950, inspired by Jean MONNET,
SCHUMAN proposed thaf the coal and steel TeTour
Ffance 'and Germany be pooled. Since then, the F
German axis has played a decisive role in proge
towards European unification.

Not only our two countries but also.
the Benelux and more recently, other coun-
such as Spain, hﬂve boosted progress towards
European unification. But none of the decisive steps
forward could have been taken without the impulse
provided jointly by France and West Germany.

Acknowledgemant of this fact first
brought the leaders of both countries closetv togeiner,
and later the ordinary people. Today oplnlon polls
show the French and the West Germans a ¢ "best
friends” of the ather nation.

Can this close friendship survive the
jation crna+eﬂ by recent events 1n Eastern Europe,
iculary in East Germany ? Has the Franco-German

%np‘iflt role to play in the policy that will

edraw the map of Europe ?
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We firmly believe that 1t has. Joint
Franco-German action is nsc 3
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What do we expect it to achieve

The political leaders of Western Europe
are going to have to face up to three problems : the
rnum*t1ng of the two Germanies, unification of the
12 European Community Member States, and Lhe
dofﬂnit'o“ of new relations with the democratic coun
tries of Eastern Europe, Regarding the reunion of th
two Permaﬁlps --3 word which we prefer to "reunificsa
tion", since that last word suggests a return tO @
previoggf§}tuation4- three sttitudes are possible for
West GBrmany's partners, especially France
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try to slow down the pPrecess

They may seek new allignces to AcT aS B
counterweight to growing German "power f
6 incorporate the gradual

in rr: process leading toO




BRIITISH EMBHSSY

A word of warning against the first two
options

Any obvious intention to 0ppOSS the two
Germanies' desire toO unite would destroy the climate of
confidence so patiently built up between France and West
Germany. Opposition to German reynion might ignite a

dangerous outburst of German nationalisam,
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or seeking new alliances tD dct 8s a
ounterweight German influence =--with the Southern
countries, the United Kingdom or even, as some
eople have imprudently suggested, with the Soviet
ion-- this would take us back to 2 trial of strength,
relations existing betweed
1t would

In pratical terms, the nroblem of the

ynion of the two Germanies will arise jus

18, 1990, when elections will be held
The proclamation of these election
have an autstanding impact 0N world

it will signal the death of 45 years

yle gver Fastern Europe. The two German

hen understand the necessity of a 1ong,
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1t is clear that rapprochament between
the two Germanies will be at the heart of the poli-
tical debate in Europe. The only approach
consistent with the mainftenance of Franco-German
Friondship and understanding 1s tO incorporate the

Teunion Of the two bermanies within the strategy Ol

Sstablishing a federal union of the Member otates oI
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Such a federation would include not only
sconamic and monetary union, but also the integration
of foreign policies and ultimately of military and
security policies --in which France and Germany will
have 8 special role to exercise jointly.

— —

Acting in this way would avoid going
gainst the tide of history by setting the problen of
sunion in pre-war terms. Rather, it would place German
eunion in a contemporary context at the intersect1on
f two major movements the construction of 3 united

4 the awareness of ethnic solidarity.
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The German leaders must take 1nto account

t+hs common concern of all other Europeans O prevenc

the restoration of German hegemony. And no nation 10
r1d is better q_,m;ifw‘w;vj“f-,,j {-‘h:”[ France to lend
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Ooting to deal with this problem in &
postwar perspective entails pratical consequences
that will provide a real test of the Germans'
intentions. The German Government's answers to the
following question will decisively influence the
options for the future of & united Europe ; From the
German perspective, will & united Europe be only @
large economic and monetary area with no CoMmmon
personality, or a federal union of the states of
Europe ?

The first consequence of the German
f s federal union would be the strict and
] with no legal niceties and no

aof the frontier between East Germany

The second conseguence would be that
reunion must take into sccount all the rules and
obligations that the Member States of the EC have laid
down for themselves 1n their progress toward & umited
Europe. East GeErmany will not join forces with a West
—Gsrmany isolated in a national contéxt, but with 3
state that is siready part of the European Community,
abiding by its operational procedures and participating
in its institutions,

This means that the steps towards the
.union of the two Germanies will have to take full
aqunt of East Germany's capacity to comply with
~ommunity obligations. Those obligations are strict
and precise.

They led new member COUNTT1Es SUChH &85

$pain and Portugal to seek and obtain a transitional

period for accession,

¢imilarly, the uniting PTOCESS will have
/1 ’ b | D D W o 1a

to guarantee the gquilibria laid down in the Treaty of
£ i - i : '

Rome, and confirmed with each subsequent accession,
which have seen the EC expand from being a Community
of Six to a Community of Twelve. With regard to the
weidhting of votes in the Council of Ministers and the

-

number of Members of the turopean Parliamen:?

lk

demographic proportions are not strictly adhersd L0
The countries with the smallest population are better
represented, and a rule of parity is applied to the
four most populous countries : West Germany, taly,
France and the United Kingdom, The parity will have

to be maintained in the event the two Germanies unite.




The reunion of the two Germanies must be
seen as part of the process leading toward the
establishment of the Union of the Member States of the

Community.

Tha current outlook toward European unity
lacks dynamism and clarity, Is Europe seeking a single
market with monetary stability where all member states
retain their sovereign powers or @ federation to which
member states allot joint powers 92 It 1s time that the
objective must be clearly set out : the institution of
5 federal organization that respects the diversity of

Member otates. Inhe Tealization of this optlon
Jires a strong political impulse that can only be
ovided jointly by France and Germany.

-

The first task to undertake withoul delay
to clear up any misunderstandings, especially those
fecting the United Kingdom. A specific and gxhaustive

of the areas that will be the responsibility of
Union, and of these which will remain the responsi-

ty of the Member States end their local authorities,
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be drawn up. That 1ist will be based on the "sub-
iarity principle” which restricts the powers and

!
sponsibilities of ¢ ntral government T4 thgse tnat
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his fesderation, of a type

14 3
before, will require 4§ Constitution oOr
because the existing institutions can n
with the rapid pace of turopean developm
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1t is essential that this task De carried
during the 1990s. There are no insurmountable pro-
although certain compromises will obviogusly have

sought.

However, it will not come about without a
political will operating at the Community's three
avels : the European Council, the Commission and the
Parliament. To maintain its momentum, the EC must
concentrate 1ts energies to complete 1ts ynion. ANy
enlargement that may slow down the process, or dilute

The political will, must be postponed until the EC has

e

definitely agreed on its fut " 81 rure ¢ 5
definitely agreed 0 ts future structure and rules.




we call on the French and German leaderls
to join together to Jemonstrate this political commi-
tment. without thelir common will, progress will be
<Tow and minimal, as has Been the case in the manetary
EEN{EFE:EffﬁEé“’fgﬁffm“_'“_"_"'*‘"‘“”“”"_"‘""W”"““""'__‘—'

If we succeed in setting into motion
the process leading toward the political unificatioun
of Europe, the process for uniting the two Germanies
will be incorporated in & movemant of whieh it will
only be ons part, and it will have to take intg
sccount both the political substance and the time-
table for achieving the other parts of the whole.

Until the recent events occurred, relations
hetween the Community and the communist countries of
Eastern Eurape developed on @ progressive, case-Dy-case
pasis, Trade agreements were negotliated bilaterally.
The GDR enjoyed special terms for its trade with ihe
Federal Republic. Some countries participated in the
activitiss of international economic institutlons as
members or observers. Until recently it seemed
probable that, ten years or so from now, isolated
applications would have been submitted for association
agreements with the Community. The Community would
have negotiated such agreements cautiously and, neC
do”&}’ conclggggﬂgigrgi_gﬂ:,

The democratic uprisings of recent months
hanged the picture completely. The public in
n Europe has been made aware by TV's daily &and
images that another Europe also existed, that
in a desperate sconomic situation and that 1t
turning towards Western Europe, even before
turning towards the United 8fates, to seek help and
benchmark against which to base 1its reorganization.
and the public in the West 1s growing impatient at
the delay in the response from Western governments.

The rall from the East is 8 simple one ¢
"we want to live like you", but the response muUst vary
because, as the tide of Communism ebbs, the land left
uncovered differs from country to couniry.

France and Germany must together prepare
an appropriate response to the popular pleas faor rapprc
chement .

There ar wo different cases

-}

Some countries will have the capacity and
desire to become incorporsted inta the Community. At th
moment, the only probable candidate for a relatively
early accession is East Germany. 0t 5, such as

Psland, Hungary and, no doubt, Czechoslovakia, will
. + h o ana 1 0 o the - s mmmAmY e g -

of living like that which ex1sts




he strengthening of their links with the
Community may renge from association to accession. Thse
proper approach for dealing with these countries is to
provide aid : emergency aid, transfert of know-how,
technology and investment aid. Since this aid comes
mainly from public funds, it ought to be channelled
exclusively through the Community, with France and
Germany acting as one.

Although it is right and proper f

for
industrial experts ta undertake missions to these

countries, why are they undertaken on a strictly
natianal hasis ? Measures should be taken to send joint
Erench and German business missions, for banks and
insurance companies of both countries, to set up

joint subsidiaries in those countries. The next Franco-
German summit should be devoted to the cocrdination of
the economic and financial operations undertaken by
Germany and France in the Eastern European countries,

Since th have peen cut off from Western
political life for long, the public and the new
leaders in the coL ies of Eastern Europe are unawarle
of the close friendship that now exists between Fran
and Germany. They sti imagine that our two countrie
are suspicicus and iealous of each other, This baoth
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reassures them hem.

In the next few meonths, they musi be
persuaded that the Europe with which they will be
associated will be based on 3 close and irreversible
friendship between our two countries, each of which, in
the past, sought to attract them into hostile alliances
sgainst the other, Joint visits by the foreign
ministers would demonstrate the New climate of
friendship and understanding to which tnhese countries

will have to becone accustomedqd,

The growth in economic power of the
cambined Germanies will have to be offset., If the
Community has been able to equip i1tself with federadl
structures,and if it respects the principle of parity,
this increase in power will not become manifest al &
national level. But it is clear that industrial and
financial cooperation will occur _more rapidly based on
a common German culture, thus making Germany economi-
cally larger than the others, Here we will have LO
rgly on the joint undertakings of the other European
countries, within a market context, to balance the new
German econcmic might.

This must be accompanied by the use of
Community resources for accelerating the development of
Southern Europe --Italy, Spain and Portugal-- to
maintain the existing equilibrium between the different

parts 0f the LUTOPEC: Commun




We do believe that, at the beginning of an
entirely new era in Europe, France and Germany must act
jointly to overcome the dangers and to seize the
opportunities as they did daringly through the pooling
of resources in the 1950s.

We call on leaders of our two countries to
clearly set the new objective of the Union of the
Furopean States in which Germany may enjoy its unity
while Europe keep the balance it vitally needs.




