C ; %_MP Caq,« Welewtiad Bl
Lg /ltaliaa~ W
Ll [Eak

Jounoung 1981

Referred to | Date Referred to Referred to Date Referred to Date
L /. 11 &

:..T W f:fmttﬂ‘{ur ' \







5 0
B ﬁ S

hdf%»

10 DOWNING STREET

From the Private Secretary 11 November 1981

I enclose a copy of the record of the discussion in

plenary session which took place here between the
Prime Minister and the President of the Italian Council

of Ministers on 9 November.

I am sending copies of this letter and its enclosure

to John Kerr (HM Treasury), Kate Timms (Ministry of
Agriculture, Fisheries and Food), John Rhodes (Department

of Trade), David Omand (Ministry of Defence) and
David Wright (Cabinet Office).

F.N. Richards, Esq.,
Foreign and Commonwealth Office.




10 November, 1981,

Anglo-Italian Summit

Thank you for your letter of
6 November enclosing a revised brief on
the Anglo-Italian helicopter project.
In the event, the subject did not come up.
Nor did the question of control arsmangements
for GLCMs, to which your letter also refers,
arise,

N.H.R. Evans, Esq.,
Ministry of Defence.
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10 DOWNING STREET

From the Private Secretary 10 November. 1981

Visit of Signor Spadolini

I enclose a record of the tete-a-tete
discussion which took place here yesterday
between the Prime Minister and Signor

Spadolini.

I am copying this letter and 1its
enclosure to John Kerr (HM Treasury),
Kate Timms (Ministry of Agriculture,
Fisheries and Food) and David Wright
(Cabinet Office).

L&

Francis Richards, Esq.,
Foreign and Commonwealth Office.
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10 DOWNING STREET

From the Private Secretary ' 10 November, 1981.
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Lunch for Signor Spadolini

As you know, the Prime Minister entertained Signor Spadolini

at a working lunch here on 9 November. Signor Spadolini was
accompanied by Signor Colombo, the Italian Ambassador, S1gnor Bottail,

Signor Bucci, and Signor Berlinguer. On the British side,
the Foreign and Commonwealth Secretary, Sir Ronald "Arculus,

Mr. Bullard and Lord Bridges participated.

The conversation ranged widely. It was somewhat disjointed,
and, on occasion, inaudible. I do not intend therefore to attemptl

to do a complete record. This letter summarises some of the
points of interest. It may be that Mr. Bullard and Lord Bridges

will have points to add.

The Middle East

Discussion of the Middle East aud the problems of the

Sinai MFO covered well-trodden ground. The Foreign and
Commonwealth Secretary explained the situation as it was at
the time. There was some comment on the inconvenlience
arising from the fact that the Arab Summit at Fez and the
European Council in London would be taking place at the same
time. It would clearly be necessary to bear the coincidence

in mind, and ensure that as much information as possible was

European Council

There was a brief discussion about the length of the

draft conclusions for the European Council Meeting at present
under discussion in Brussels. The Prime Minister repeated her

well-known aversion to lengthy communiques. Signor Berlinguer
said that Chancellor Schmidt would undoubtedly agree with the

Prime Minister.

" The Prime Minister agreed with Signor Colombo, as she had
earlier agreed with Signor Spadolini, that she saw no reason why
Member States of the European Community should pay for each
others agricultural surpluses. She also pointed out, as she
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had pointed out during the tete-a-tete, that she saw no prospect
of the French agreeing to this approach,. It was suggested

that the Italian position on surpluses might not be altogether
easy to reconcile with the support they were demanding from

the Community for their Mediterranean products. Signor Colombo
sald that the Italian concept was that the price guaranteed

to the producers for surpluses should be lower than the market
price. It was pointed out that it had proved difficult to
adapt this clearly sensible approach to the problems of the
dairy sector.

There was general agreement, with Signor Colombo speaking
particularly forcefully, that the preparations for the
European Council's discussion of the 30 May Mandate were far
from complete. The Foreign and Commonwealth Secretary said that
there would be a need to follow the example set by Signor Colombo
in the run-up to the May 1980 Meeting. Unfortunately, the
present situation was a good deal more complex. Signor Colombo
and Signor Spadolini both stressed the need to avoid a Council
Meeting which sanctioned disagreement. The difficulties would
have to be taken one by one, and a reasonable outcome secured.
The Prime Minister enquired why the Committee of Permanent
Representatives found it so difficult to make progress.
Signor Colombo observed that they were not in a position to
negotiate with each other: they merely stated positions.
If the Members of the Community continued to doithis, if there
was no real change in positions, the Community would be threatened
with suffocation. The Foreign and Commonwealth Secretary took
the view that there would be little purpose in arranging ad hoc
meetings, e.g., of Finance Ministers and Foreign Affairs Ministers,
in an attempt to break the log jam. The problems were only °
likely to be solved when the Community was up against a real time
limit such as that set by the need to fix agricultural prices.
The Prime Minister said that if this was the case, the Spring
Meeting of the European Council would be a crisis meeting.

Signor Colombo said that Members of the Community would

have to make a choice between two approaches. Either to continue
with the situation as present, dressing it up in the language of
reform; or to go for genuine solutions. (The Prime Minister
made clear she was only interested in the latter approach.)
As regards the propositions at present on the table, Signor Colombo
sald that a Declaration of Intent on Chapter I would not be
enough for the Italian Government. They were looking for a
decision which fell somewhere between short term improvisation
and lcng term generalisation, They wanted to see a '"'programme
of commitments". Nor were the Italian Government satisfied
with the Commission's proposals for reform of the CAP. They
thought these proposals would create a Community in which the

- present inequities were formalised and legalised.

< o

In 1980 the Community had succeeded in agreeing on certain
broad principles and on the 30 May Mandate. This year it had
to move on. It could not repeat the same operation. It would
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not be enough to consider principles and methods again. (The
Prime Minister indicated that she would be unhappy to agree a
further set of principles without clear evidence of the effect
they would have, separately and collectively, on the UK.)

Hence the need for & pnrogramme. This would have to embrace
the various policies, e.g., regional, energy, industry, under
Chapter I; the rationalisation of agricultural policy,;

and the restructuring of the budget. There would have to be
progress on all three. The Foreign and Commonwealth Secretary
observed that this seemed to be what the Presidency had been

trying - to do all along.

German Attitudes

At the end of lunch, there was some discussion of the
attitudes of the German Government. It was suggested that the
German Government would not necessarily resist very strongly
the continued payment of a very large contribution to the budget.
The Prime Minister commented that the German Government would
ignore at its peril popular resentment 1in the country against
the Community. It would be in no one's interest to allow that
resentment to grow. The Foreign and Commonwealth Secretary said
that Herr Genscher was worried about disillusionment with the

Community in the Federal Republic.

I am sending copies of this letter to John Kerr (HM Treasury),
Kate Timms (Ministry of Agriculture, Fisheries and Food), and

David Wright (Cabinet Office).

7mwx st

Fraﬂcis Ridhards, Esq.,
Foreign and Commonwealth Office.
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SIGNOR GIOVANNI SPADOLINI - PHOTO FACILITIES

The following will arrive for the photocall at 1145 hours for 1200 noon
today.

COI E Raymond
Financial Times name to follow
Keystone | S Dach
BBC (stills) “ W Smith
BBC (eng) D Collier

I Pritchard

M Hillman
1'TN (eng) P Sutley

G Moyse

R Dove

Vienews (eng) Messrs Waller
Emery
Chohan
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We also expect the following to cover his arrival from outside:

AP - I, Harris

Universal Pictorial - G Prior
J Nicholson

UP1I J Eggitt
Central Press G Bruce

PETER EWING

9 November, 1981







SIR JAMES SCOTT-HOPKINS CALL ON THE PRIME MINISTER:
9 NOVEMBER 1981

Points to Make

PRESIDENCY OF EUROPEAN PARLIAMENT

1%

4,
o

Would be pleased 1f Euronean Parliament elected a

£ : " m
British President.

‘A
British MEPs and, in particular, European Democratic

Group have made important contribution to work of

Parliament.

But not in Member States' gift - it is not for Member
States to intervene in Parliament's internal affairs.

Likely to be unhelpful to Sir James Scott-Hopkins cause
to be openly backed by HMG. Understand European
WM |

Democratic Group alreadv seen in some quarters as reflect-

ing views of UK Government. HMG's onen backing would be

counter-productive.

Hope very much we can avolid a row between Council and

Parliament over 1982 budget in the closing dazs o
WA Mt S S T )

British Presidency. Note EDG have attemnted to ensure
mealistic attitude. Hope they will
continue to do so. Latest amendments to increase daon-
obligatory expenditure clearlv go too far, and will make

agreement with Council more difficult.
AARERT & s SR AN SR SR VIR L 1S D S S SRS by

We will do what we can to try to ensure that certain
Member States do not set the Council on a collision

) '“
course with Parliament.

Believe that our efforts so far to improve relations

with Parliament have been successful. In budgetary field
have tried to ensure that Parliament's views are fully
taken into account by Budget Council. Have also pursued

dialogue with Parliament on budgetary procedure.

[If raised] Impossible to predict conclusions on the
30 May Mandate yet and to incorporate them in 1982 draft
budget, but reductions in FEOGA and increase in structural

o 5 A s e s 8 T
fﬂﬂﬂﬁ in 1982 budget very much in line with desired out-

come of Mandate discussions.




[If Raised] Understand that classification of
expenditure may be a particular bone of contention

this year. Hope we can agree to discuss this in

overall context of budgetary procedure, and not allow
it to hold up the 1982 budget itself.




Essential Facts

PRESIDENCY OF EUROPEAN PARLIAMENT

i o) The Manoeuvring for the job is just beginning in
earnest: Madame Veil's first term of office expires

in January 1982 (she may yet stand again). Sir James
Scott-Hopkins announced his candidature in Strasbourg on
4 November, but has not asked for HMG's support, While

we should welcome The oTecrion of a British President, it
could be against the interests of the Government and, indeed,

of Sir James himself if we were seen actively to be lending
support to his cause. The Parliament is increasingly jealous
of its independence and sensitive to what it would regard as
interference from the Communityv's Member States.

2. It is far from clear how the manoeuvring is likely to
develop. Although when Mme Veil was elected the EDG believed
they had struck_a bargain which would guarantee their candidate

support this time round, there is some doubt about the strength

of this agreement, and Sir James Scott-Hopkins may be con-

fronted with other strong, centre-right candidates who would

cive him a good contest, such as Mr Tindemans (Belgian,

ex Prime Minister), Herr Klepsch (German) - both Christian Democrats
and possibly Mme Veil herself. The Socialists, too, may put up

a strong candidate.

1982 BUDGET

3% The European Parliament has been voting this week on 1its
amendments to the 1982 draft budget. Sir James Scott-Hopkins
apparently wishes to make a progress report. The Financial
Secretary to the Treasury has been in Strasbourg to attend the
Parliament's debates.

4, The main issue between Council and Parliament is expected
to be the level of appropriation IOr non- atory expenditure.

This is the expenditure which includes the Regional and Scoial
Fungg, administrative and research expenditurem

arliament is given the final word under the budgetary
procedure, subject to an agreed limit on the amount (the 'margin')
by which it can increase the provision 1n the draft budget. On
+the Council's calculations the Parliament's margin for the 1982
draft budget is 426 ecu for multi-annual commitments and 210m
ecu for payments in 1982. The Parliament has voted amendments
to the draft budget which would lead to increases of 120m ecu
for commitments and 600m_ecu in payments. The amendments will
oo for consideration at the second Budget Council on 23
November, at which many of them will probably be rejected. Sir
James Scott-Hopkins has told us that thereafter in the negotia-
tion with the Council on a final compromise, the Parliament can
probably be held to an increase of 450 toO 600m ecu on commit-
ments and about 45 ecu on paymentrThim still substant-
ially more, particularly for payments, than the Parliament's
existing margin, and the Council would have to agree to raise
the maximum rate for increases to accommodate 1it. W——




O . There is therefore the makings of a renewed Council/
Parliament dispute in December. Sir James Scott-Hopkins
believes that the Parliament is not looking for a fight this
year, and that 1is confirmed by comments which we have had from
other leading MEPs. Some Member States however, including
Germany and France, could provoke a row by adopting intransig-
ent positions in the Council. They have traditionally opposed
large increases in the structural funds and may argue that in
the draft budget they have already agreed to a large (14.5%)
ilncrease in payments over 1981 and will not aé?gg-éb increase
the Parliament's margin to fccommodate further increases in
the budget. Although a row, if there is one, would be about
money, it looks as if the Parliament might present it as a
disagreement over the classification of expenditure. They
argue that more items in the budget should be classified as
non-obligatory; this would have the effect of increasing the
area of the budget which thev control and the amount by which
they can increase the budget provision. Mme Veil wrote on 8
O&TOber to the President of the Council calling for a meeting
between the Parliament and Presidency to discuss classification.
Mr Ridley met leading MPEs over lunch on 3 November in response
to this. He took note of their views and undertook that the
Council would consider themn.

6. One item in the 1982 budget which is of particular interest
to the UK is the provision for our 1981 refunds. The Parliament
Budgets Committee voted, thanks to Mr R Balfe MPE, to place half
the amount in the reserve chanter of the budget, but this was

rejected by the plenary session.
D e

7 (g At UK and German insistence, some 340m ecu of the Commission's
proposed FEOGA expenditure was placed by the Council in the

reserve chapter of the draft budget. New estimates of higher
world agricultural prices later led the Council to make further
cuts in the FEOGA provision and the Parliament cut it even more.
This 1s broadly welcome as it helps to ensure that FEOGA
expenditure grows more slowlv than the available own resources.

EUROPEAN PARLIAMENT: GENERAL DEVELOPMENTS

8. During the UK Presidency, we have made a major effort to
achleve and maintain good relations with the Parliament. Apart
from paying particular attention to the budgetary procedure, we
have made an effort to ensure that Ministers mgjipntain contacts
with the respective Committees of the Parliament and have paid
careful attention to the handling of the political colloquies
(in which the Parliament is informed of proceedings in political
cooperation) and to question time in the European Parliament
which, generally speaking, Mr Hurd takes for the Presidency.
The Parliament are also particularly pleased that the Prime
Minister is planning to address them on 16 December.




. 9. Another innovation of our Presidency is a meeting to
be held on 17 November between all 10 Foreign Ministers and
the leaders of the Parliament. This will be followed by a
dinner for the participants and will be the first opportunity
the Parliament have had to hold any sort of discussion on
ceneral questions of interest to both sides. We envisage
it will cover several aspects of the Council/Parliament relations,
and will maintain the process of paying attention to the form
of our relations with the Parliament while conceding nothing of

substance on the Parliament's nowers.

10. The indications so far are that the Parliament 1s pleased
by the attention it has received both as to the number and rank
of the Ministers who have come to talk to it. The European
Democratic Group are specially gratified that this should have
been a feature of our Presidency.




ADDITIONAL NOTE ON 1982 BUDGET

i ) Sir James Scott-Hopkins raised an additional point

on the 1982 Budget with Mr Hurd on 6 November. The

European Parliament has voted to switech provision for

MCAs from the FEOGA Guarantee section to the Guidance
“s=ction and for Tood aid restitutions from FEOGA Guarantee

to the aid section of the budget. The sum involved is

about 420m ecu (about 3% of FEOGA Guarantee). If adopted,

this change would mean a redefinition of the coverage of

FLOGA Guarantee, and so make it appear that CAP expenditure

ha een cut when in fact it had simnlz been moved 1o gnotggr

part of the budget.

AT S it sk NS LA S W it ]
2. In order to undo these changes, we shall require a

qualified majority in the Council against what the Parliament
has done. Although we can count on German support, France,
Ireland and Denmark have long campaigned for such items to

be removed from FEOGA, and it will be difficult to achieve a
qualified majority on our side.

3 The specific point raised by Sir James Scott-Hopkins is
that this reduction in FEOGA Guarantee would reduce the amount
of any ‘ILK. rg_ﬁ'rﬁis under the Commission's proposed scheme in its
Mandate Treport, were this to form any part of a solution. Such
refunds would be calculated by comparing our share of Community
GNP and our share of FEOGA Guarantee expenditure. Essentially,
should be receiving a correction only with regard to FEOGA

Guarantee and not other sections of the budget, and a
reduction in FEOGA Guarantee expenditure would thus reduce
our refunds. We are unlikely to receive a high enough share

‘ of MCA and food aid restitution expenditure to compensate for
ThlS:

Line to Take

Very Hypothetical point.
Agree that it would probably reduce our refunds under the

Commission scheme. But amounts involved relatively small and

we shall try to reverse decision in the Council. Our approach
of deciding pattern of net contributions/receipts on basis of
objective criteria does not have this problem




Foreign and Commonwealth Office

London SWI1A 2AH

9 November 1981

s Mathodl,

Anglo-Italian_Summit:

After Dinner Speech by Prime Minister

I enclose some notes which the Prime
Minister may like to draw on in her speech
of welcome to Signor Spadolini. He is a
well-known historian as well as journalist
and politician. In view of the current

difficulties involving the leading Italian
newspaper Corriere della Sera, it might be
tact ful not to draw attention to Signor
Spadolini's journalistic abilities.

(F N Rlch -dson M

Private cretar

M O'D B Alexander Esq
10 Downing Street
London SW1




With the compliments of

WESTERN EUROPEAN
DEPARTMENT

FOREIGN AND COMMONWEALTH OFFICE,
LONDON, SW1A 2AH




ANGLO-ITALIAN SUMMIT 9 NOVEMBER

PLENARY TALKS 1430-1645

ITALY

HE Senator Giovanni Spadolini., Prime Minister
Onorevole Emilio Colombo Minister for Foreign Affairs
Ambassador Andrea Cagiati Ambassador of Italy

Ambassador Maurizio Bucci ' ‘Diréctor General Economic Affairs
MEFA |

Ambassador Bruno Bottai Director General Political Affairs
| MFA

Minister Luigi Fontana Minister, Italian Embassy
Giusti 4 |

Minister Sergio Berlinguer Diplomatic Adviser to
e ' Ssenator Spadolini

Minister Enzo Perlot 54 Head of MFA Press Dept

Minister Luigi Cavalchini Deputy Head of Cabinet, MFA
Prefetto Vincenzo Mallardd. Protocol Dept, Palazzo Chigi
Dottor Stefano Folli A Press Attaché, Palazzo Chigi

Cons. Ludovico Ortona = Vice-Diplomatic Adviser to
| * Senator Spadolini

UK

Prime Minister

Secretary of State for Fofeign and Commonwealth Affairs

S>1r Robert Armstrong { ! i Secretary to the Cabinet
Sir Michael Palliser ;”: FCO

Sir Ronald Arculus o HM Ambassador, Rome

The Lord Bridges FCO

Mr J L Bullard %7 mCO

Mr M O B Alexander | | Private Secretary to the
Prime Minister

Mr D A S Gladstone FCO
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RECORD OF A CONVERSATION BETWEEN THE PRIME MINISTER AND THE PRESIDENT
OF THE COUNCIL OF MINISTERS OF ITALY, SIGNOR GIOVANNI SPADOLINI,
AT 10 DOWNING STREET ON 9 NOVEMBER AT 1210 HOURS

Present

The Prime Minister Signor Spadolini

Mr. M.O'D.B. Alexander Signor Berlinguer

* ok ok % ok *k X ok

The Italian Lconomy

After an exchange of courtesies, the Prime Minister asked

Signor Spadolini about the economic situation in Italy.

Signor Spadolini said that, as he had explained to the Prime
Minister in Ottawa, his main task was the fight against inflation.
He was close to agreement with the unions on wage levels. There
had been many frustrations and disappointments but by the end of
the year he hoped to have got the figure for inflation down to

16 per cent - as opposed to the 20 per cent which had obtained
when he took office. The importance of this was that wages in
Italy were indexed. A reduction in the level of inflation

would therefore reduce claims in the next wage round. He hoped
to get the claims down to an average increase of 14 or 15 per cent.
He was also hoping to hold down the prices of gas and electricity
and to change the country's fiscal structure so that workers would
have more take-home pay. This meant reducing the public sector
deficit, i.e. cutting expenditure.

The aim was to reduce current expenditure by 10 per cent
(or 10,000 billion lira). The Prime Minister commented that
most governments seemed to be experiencing similar problems for
the same reasons. People had been led to expect more money
than could be justified by their own output. Parliaments were
not prepared to see expenditure cut severely enough to permit
tax cuts. Would Parliament in Rome allow Signor Spadolini's

programme through? Signor Spadolini said that there was no

/general
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general pact but there was a measure of agreement on specific

points and an understanding about the need to resist inflation.

He was planning to make cuts 1n expenditure on health and welfare;
prescription charges would be increased and expenditure on social
security would be reduced by 2,500 billion lira. This would
primarily be achieved by increasing individual contributions.

There would also be a reduction in transfers from central government
to local authorities. - The Prime Minister said that it sounded

as though a heavier burden would be placed on wage earners generally.
Signor Spadolini salid that his measures were designed to affect

the self-employed rather than employees. None the less, noisy
polemics would undoubtedly result, e.g., as a result of the increases in
prescription charges. The trade unions were taking a different

line in public from that which they took in private. However,

the measure should be through by Christmas. If so, new ground
would have been broken. It would be the first time there had

been agreement on a planned inflation rate.

The Prime Minister and Signor Spadolini agreed that much
would depend on the dollar rate. Some reduction in the value of

the dollar was essentilal. The Prime Minister commented that the
British economy had been hit by the higher dollar. It had fed

through in the shape of increases in the price of oil. Fortunatély

US interest rates now seemed to be coming down. Signor Spadolini
commented that President Reagan had been telling the truth in
Ottawa., None the less, the cost of money remained very high

in Italy, prohibitively so for some small firms. This in

turn affected unemployment. Although the official figures for
unemployment in Italy were under 10 per cent, this was misleading.
There was a great deal of hidden unemployment in the country.

The Prime Minister asked whether it was not the case that Italian
exports were rising? Signor Spadolini said that this was the
case in some sectors but by no means all. He described the
overall export situation as ''reasonable but not good'". The
Prime Minister said that Signor Spadolini's basic message
appeared to be that the world economic prospects would improve

if the American economy improved and provided no extraneous

political crisis drove up the price of oil. Signor Spadolini

/ said that
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sald that this was exactly right. Against this background, the
role of the European Community was important. A firm line-up

in the Community helped the Italian Government. The Prime Minister
asked whether he meant by this that the European Council should
declare its intention to continue the fight against inflation?

Signor Spadolini sald this was indeed what he had meant,

European Council: 30 May Mandate

Signor Spadolini said that the European Council should try
to reach agreement on all three aspects of the 30 May Mandate.
The Prime Minister said that this was her intention. She agreed
that all three aspects of the Mandate had to be treated together.
But i1t was proving difficult to make progress, and still more to
reach agreement, in advance of the meeting. There seemed to be
a general desire to make progress on Chapter 1 measures,

(Signor Spadolini agreed.) There was a desire to make progress

on reform of the CAP but Member States' ideas on how to achieve
this tended to conflict. In particular, those of France were
distinctive. As regards the Budget, progress would have to

be made. Clearly the Federal Republic did not intend to go on
paying at the present rate. However, again, it would not be
easy to reach agreement on restructuring. olgnor Spadolini

said that the psychological effect of a failure at the Council
would be considerable. It was essential that the Council should
give the '"idea of Europe'" a boost. He hoped that it would be
possible to make progress with President Mitterrand when he visited
Paris the following week, The wine war showed the difficulties
which existed but the '"principle of progress'" had to be accepted.

The Prime Minister said that the resource costs of the CAP
were very heavy for the United Kingdom. We had to buy a great
deal within the Community which we could obtain more cheaply from
outside. This was a problem, she thought, which the United

Kingdom and Italy had in common., (Signor Spadolini indicated
agreement. ) France's present efforts to change the system

in order to help the small producer at the expense of the more
efficient were unlikely to be helpful. What would the Italian

BY / Government
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Government like to achilieve in regard to the CAP? Signor Berlinguer
sald that Italy would, in the first place, like to see the package
of Mediterranean products which had been agreed three years
earlier reaffirmed. Secondly, they wished to see adjustments
made in the CAP so that those agricultural producers, e.g. of
cereals and dalry products, who were not responsible for producing
surpluses, would not be penalised. At present, Italy was being
"punished" for the surpluses being produced by other countries.
The Prime Minister commented that an approach on these lines

would mean treating surpluses as a national, rather than as a
Community, problem. Signor Berlinguer said that this was so.

The Prime Minister said that she agreed with this approach.

However, she wondered whether the French would agree.

Signor SEadolini‘said that as one 6f the measures under
Chapter 1, he wished to see the Ortoli facility enlarged.. It
must be used for structural investment and not merely to relieve
crises. Initially, the increase might be of the order of
1,000 mua. It was for Italy an "absolute necessity'" that more
investment should be channelled into the field of nuclear energy.
Italy, with only three nuclear power plants, had fallen far

behind other Community Members, such as France.

In the course of a brief discussion on the length of the draft
conclusions being considered by officials (Signor Berlinguer referred
to a draft of 55 pages), the Prime Minister said that she intended
to cut it down very radically. She added that she had no
intention of approving a communique referring to matters which
had not been discussed by the Heads of Government.

Sinai

Signor Spadolini asked whether the Prime Minister thought
the current difficulties over Sinai and the Sinai MFO could be
resolved, The Prime Minister said that she was very distressed
at the turn which events had taken. Our intention had been to
assist the United States without alarming the moderate Arabs
who would be dismayed if we departed from the Venice Declaration.

C éf”’{a BRI N T X | / We owed
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We owed 1t both to the Arabs and to the United States to produce
a clear and distinctive statement on our position. She had been
"amazed and sad'' when Mr. Haig had told our Ambassador that our
proposed statement would cause difficulties. The statement said
nothing new. It did not criticise Camp David. It did not ask
for American agreement. It merely reiterated our adherence to
our own views. If the United States could not go along with

our preferred procedure, we would have to make a statement in
Parliament. There would have to be a statement in one form or

another, Failing this, the Arabs would be disillusioned and
ultimately difficulties would be caused for Egypt.

Looking further ahead, it seemed unlikely that there would
be much progress until Sinai had been returned to Egypt. Once
this had taken place, there might be room for new discussions
and for modifications in the attitude of the United States.
The possibilities opened up by Prince Fahd's eight points would
also become important. But the next stages would not be easy.
As regards the autonomy talks, for instance, there was no known
constitutional arrangement whereby a people could be given autonomy

without obtaining at the same time control of the land in which
they were to exercise that autonomy.

Signor Spadolinl salid that he agreed with the Prime Minister
that the public argument between Mr. Haig and Europe was regrettable

and indeed dangerous at the present time. There was much instability
in the Middle East. Colonel Qadhafi was unpredictable., The
position of LEgypt in the aftermath of President Sadat's death

was uncertain. The establishment of the MFO might help President
Mubarak. Signor Spadolini agreed that until Sinai was returned

to Egypt, there was no chance of further progress. This made

it even more important that Sinai should be given back on time,

It was to be hoped that national statements, confirming the Venice
Declaration, would prove sufficient. Only Arab extremists were

objecting to the MFO. The Prime Minister commented that moderate
Arab rulers understood the rationale of the MFO but it was less
clear that this understanding extended to their peoples.

/The Prime Minister
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The Prime Minister went on to comment on the increasing
importance of the role of the Saudi Government. Prince Saud
had elaborated on the seventh of Prince Fahd's eight points in
a way which made it clear that the language was meant to include
Israel. They were now clearly trying to persuade other moderate
Arabs of the need to accept Israel's right to exist. It was
therefore satisfactory that the Senate, in the end, let the AWACS
deal go through. Failure to do so would have been an unacceptable
humiliation for the Saudis. The Israell reaction to the AWACS
decision had been very unwise. Israel was in general over-reacting
at present. This accounted for the line they were taking on
the MFO and for their efforts to tie us into Camp David. It
was necessary for the Ten to keep calm. Certainly HMG did not
intend to react with angry words to what had been said in Washington.
Signor Spadolini commented on the importance of giving the Americans,
the Arabs and the Israelis, a sense of a European presence in the matter.
The Prime Minister said that the enunciation of the eight points
should make possible eventual Arab involvement in a comprehensive
statement.. The eignt points cculd not be ignored. They had
been 1nitially - welcomed by President Reagan. The President
was undoubtedly anxious '"to do the right thing'" but the strength of
the Israeli lobby in the United States would always give him

problems.
Mrs. Gandhi

Signor Spadolini sald that he had been able to greet
Mrs. Gandhi on her arrival in Rome before his departure for London.

The Prime Minister said that relations between the United Kingdom
and India at present were very good. She liked Mrs. Gandhi and

liked what she was doling in India. Signor Spadolini said that
Mrs. Gandhi had told him that she had '"'won the battle for survival'.

By this he had assumed that she meant the battle to solve India's
food problems. The Prime Minister commented that consideration

of India's problems helped to put the problems of Europe in

perspective.
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Cancun

Signor Spadolini asked about the Cancun Conference. The
Prime Minister said it had gone very well. It had been wise not
to arouse exaggerated hopes in advance of the meeting. Despite
a certain amount of argument behind the scenes, agreement had been
achieved to continue the global negotiations in a United Nations
framework and to protect the position and independence of the
major financial institutions. There had been some discussion
of the energy affiliate. The Saudis had said the idea was
worthy of further consideration and had appeared to mean this.
More generally, the developing countries had shown a clear
understanding of the importance to them of the defeat of inflation
in and by the developed countries. All the participants had
considered the meeting worth while, It would help to advance

matters in the future.

The meeting ended at 1310,

/b
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ANGLO-ITALTAN SUMMIT

SINAI MULTINATIONAL FORCE AND OBSERVERS (MFO)
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Main Statement

The Governments of Italy and Great Britain, together with those of
France and the Netherlands, have stated that they are disposed, at
the request of the Government of the United States, to participate
in the Sinai Multinational TForce (MFO) if an appropriate basis for
this participation can be established in conformity with the funda-
mental and well-known position which the four governments have taken
up, together with the other member states of the European Community,
on Middle East questions.

Supplementary Questions

3 2o What is the position of the Ten to which you are referring?
A. As set out in particular in the Venice Declaration of June 1980,

which we have always seen as complementary to the Camp David process.

Q2. What is happening at the moment?

A. Consultations are continuing between the four governments
concerned, and also with their partners in the Ten and, with the
United States, from whom the request for participation was received.
It is necessary also to establish the attitudes of Egypt and Israel,
who under the Egypt/lIsrael Agreement must agree on the natidns

from whom the MFO is drawn.

Q3. Israeli statements over the weekend?

A. There is no question of conditions being posed by the four
governments, and they would hope that others wbuld not pose con-
ditions eilither.

Q4. When will an announcement be made?
A . When the consultations are complete. The Force must be in
place by 25 March 1982.

({Wé ne=D-)

Q5. What is the purpose of the Sinai Force?
A It is as stated in the published agreements}/neither more nor less.
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RECORD OF PLENARY DISCUSSION BETWEEN THE PRIME MINISTER AND THE
@ ITALIAN PRIME MINISTER AT 10 DOWNING STREET ON O NOVEMBER 1981 AT 1430 HRS

Present: -

Prime Minister HE Signor G Spadolini

The Rt Hon The Lord Carrington, .
KCMG MC HE Signor E Colombo

Sir R Armstrong KCB CVO
Sir M Palliser GCMG

Mr M D M Franklin CMG CB
Sir R Arculus KCMG KCVO
The Lord Bridges CMG

Mr L. Bullard. CMG

Mr A Whitmore

Mr O'D B Alexander

Mr Ingham

Mr A S Gladstone

Mr Culshaw

HE Signor A Cagiati GCVO
Ambassador B Bottail
Ambassador M Bucci

Min LL M Fontana Giustil
Min S Berlinguer

Min E Perlot

Min L Cavalchini

Cons L Ortona

Dott Stefano Folli
Signor M Quagliotti
Signor S Biondo

The Prime Minister welcomed Signor Spadolini to the United Kingdom.

She hoped they could find a way ahead on the many problems facing

the discussions, namely the 30 May Mandate; the Middle East and Sinai;
Poland; Defence Policy and Transatlantic relations. The two Heads of
Government had already discussed domestic economic policies and had
agreed on the need to continue the fight against inflation and to
reduce both government expenditure and interest rates. The Mandate

and Sinai had also been discussed over lunch.

Sinai Multinational Force

In discussion of what should be said at the subsequent press
conference, Lord Carrington said it would be important to calm down a
situation now publicly seen as a confrontation between the United States
and its European allies. We should stress that there was no question
of the Europeans seeking to impose conditions on their participation in
the Force: but the basis of that participation must be made clear by
reference to the Venice Declaration. The Prime Minister said that since

the United Kingdom had been requested to supply a contingent by the
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United States, our reply would go to the United States. Signor Colombo
said that Italy had received requests from both Egypt and Israel as
well: France had been asked by Egypt only.

The two Political Directors were charged with drafting a line to
take at the press conference. A line to take and replies to
supplementary questions (at annex) were subsequently agreed.

Saudl Arabia

Lord Carrington said that two points stood out in relation to his

recent visit to Saudi Arabia:

(a) the Saudi Arabians, in the Fahd Plan, had now said publicly
for the first time that they wanted a negotiated peaceful
settlement in the Middle East; and

(b) at a press conference Prince Saud had made it clear that Saudi
Arabia was prepared to recognise Israel in the context of a

peace settlement.

The Saudis were now taking their plan to the Arab conference at Fez.
Prince Fahd had told Lord Carrington that Arafat had agreed the eight
principles. If this was confirmed, all the other Arab states, bar the
Libyans, could be expected to follow suit. Signor Colombo agreed with
Lord Carrington's assessment. However, from a European viewpoint, some
of Fahd's points were unacceptable and two at least needed further
discussion, namely that based on Resolution 242 (the disputed definition

of 'Withdrawal') and the division of Jerusalem.

The Prime Minister asked how the Fahd plan, the Venice Declaration

and the Camp David agreements could be fitted together. Lord Carrington
said that nothing further would happen before April when Sinai should be

returned to Egypt. By then it should be clear whether the autonomy talks
were likely to be successful. It should be possible to start wider
negotiations following the return of Sinai, though such negotiations
should not be described as a follow-up to Camp David. He saw no

/contradiction
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contradiction between the Venice Declaration and the Fahd plan: the

latter was based on the premise that all states in the area had the
right to live in peace. However, it was better not to say too much
in public about the Fahd plan at present since 1t excited the Americans.

Poland

Signor Colombo reported that the Italian Ambassador in Warsaw had
that morning been summoned to the Foreign Ministry in Warsaw and told
that: -

(a) Poland was making a formal request to join the IMF;

(b) the Polish government wished to refinance all their debts
for 1982;

negotiations between Poland and Western creditors over
immediate liquidity problems should be resumed.

Signor Colombo thought that the recent 'summit' between Solidarity,
the Government and the Church had introduced a little more stability
into an unstable situation. Lord Carrington said that the scale of
help required by the Poles had reached impossible proportions: they
needed something like $4.3 billion next year alone. It was still more
worrying that almost all the Eastern European Ambassadors had called on
the Foreign Office within the past week or so to complain about the
economic situation in their countries. Signor Colombo recalled that at
a European Council some time previously, Chancellor Schmidt had drawn
attention to the increasing indebtedness of Eastern European countries
to the West and to the dangerous implications this could have for the
West. The West was now caught in a dilemma: either they took on theilr
own shoulders the defects of the Eastern European economic system or,
if they failed to do so, they would create enormous problems for the
entire Eastern Bloc. Lord Carrington commented that the Poles were from
a Western point of view in a different category from e.g. the Romanians.
Signor Colombo said that Yugoslavia was actually much closer to the West
(especially to Italy) than Poland and in her case there was also a
delicate internal political balance to take into account. The Prime

Minister said that we could not go on for ever supporting Eastern

/European
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.European economies. We ought perhaps to publicize the fact that

countries with their political systems had proved unable to supply

their own people. Signor Spadolini said that it was slightly

awkward in this context that Poland was the least Communist country

of the Communist world. The Communist party was much weaker there than

in any other Eastern European country. Poland's problem was that it

consumed more than it produced, despite having acquired some profitable

former parts of Germany. But the fact remained that Poland was unique.
It would be impossible to help other Eastern European countries on the

Polish scale.

TNIF

Signor Spadolini said that the Italian government had in early

August identified publicly their cruise missile site. This had produced a
strong public reaction which would have been milder had the US ERW
decision not been announced only the day before. The Italian government
had held firm and the peace marches had less effect there than in
northern countries. Nevertheless, the ERW issue had an especially
powerful effect on Catholic opinion. He had discussed the TNF issue
recently with Chancellor Schmidt and agreed with him on the necessity for
East /West negotiations aimed at bringing down nuclear levels to a
minimum. It was vital to demonstrate that such negotiations were

serious and making progress.

The Prime Minister said that the revived CND campaign had now

attracted a number of moderate people who simply did not like nuclear
weapons. The British government was conducting a publicity campaign with

three aims:

(a) to explain that there was no point in giving up our own

nuclear weapons before the Russians showed willingness toO

reduce theirs,;

to bring home to British public opinion that there were no

unilateralists in Moscow;

to convince public opinion that we needed enough weapons

to defend ourselves and to deter aggression.

/The campaign
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. The campaign would also deal with proposals for a European

Nuclear Free Zone, pointing out that SS20s stationed beyond the Urals
could still reach all of Western Europe with the possible exception of
Southern Spain. HMG thought such a campaign necessary since the anti-

nuclear campaign was being co-ordinated throughout Europe..

Lord Carrington said that the CND movement reflected widespread
disillusionment resulting from the absence of the super-power dialogue
foreseen in the NATO Double Decision of December 1979. He feared that
even when talks began between the super-powers there would be no
visible results for a long time: the two sides were not even agreed
on data. There was thus a danger of renewed public disappointment
in a few months time. This despite an opinion poll in the previous
day's Observer which showed British public opinion overwhelmingly 1n
favour of the retention of a British nuclear deterrent, (sadly the
same survey also showed a strong anti-American sentiment). In all
these cirCumstancés he thought it very important to try and get the

proposal for a Conference on Disarmament in Europe (CDE) off the ground.

Signor Spadolini said that Western European public opinion
had been adversely affected by some injudicious US statements.
People were now treating the USA and the USSR as if they were on
the same level, and equating the SS20 with NATO's TNF programme. The
result could be creeping Finlandisation. Lord Carrington said that
the generation which had automatically given the Americans the
benefit of the doubt was now disappearing. The Prime Minister |
said that some people in the United Kingdom were treating their biggest
ally as if we were non-allied. It was bad enough when the genuinely
non-allied treated the USA and the USSR as being on a par.

Signor Colombo said that these considerations strengthened the
case for public espousal of the zero option. We should not under-
estimate the strength of the pacifist movement in Western Europe,
which could all too easily become a neutralist movement. There was

an obvious inconsistency in claiming that negotiations were just

/round the




round the corner while, in the meantime, beginning to install
nuclear weapons of all kinds on our territories. This was a
delicate matter since the arguments could only be deployed
vis-a-vis the USA and not the USSR.

30 May Mandate

Signor Colombo said that following a recent Cabinet decision
he had written to the President of the European Commission pointing
out that there had been no progress on the three volets of the
Mandate. There were no new policies; the Commission proposals
on reform of the CAP were inadequate and there was no consensus
about the basis of reform of the Community budget. A further attempt

to make progress would be made at the Foreign Affairs Council at
the following week, but if that failed the situation would be very

difficult. Whatever happened it would be essential to ensure that

the subsequent European Council showed no public sign of being
divided on all these issues. The Council should therefore aim

simply to establish certain agreed principles and above all avoid

a Irow,

/Mr Franklin said
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Mr. Franklin said that as Presidency the UK had tried to meet
the deadline set by the previous European Council, ie to take
decisions on the three volets of the Mandate by the end of the
yvear. We would be seeking maximum precision at the European
Council at the end of the month:

a) on new policies: different states had different priorities,
but all wished to see progress made 1in developing Community
policies on unemployment (especially among young people);

the regional fund; industrial policies aimed at improving
competition; the establishment of common energy aims; and

the completion of the internal market on goods and services;

b) as to the CAP guidelines, we would now have to study the
new Commission paper. There was a need for change in guarantee
arrangements for farm products with a view to avoiding surpluses

and achieving stricter disciplines and financial control;

¢c) restructuring of the Community budget had fallen still
further behind, since neither British nor Commission ideas had
found much support. It remained as important as ever to find
a structural solution that would last. The European Council
could still perhaps come up with a last minute solution,

The Prime Minister commented that the problems were well known;

the question was how to make progress given that each country was
bound to pursue its own interests. Perhaps we should devise a
separate formula for each chapter. Mr. Franklin said that the going
phrase was 'operational guidelines'.

Signor Colombo said that the Commission was now preparing a
document describing the position reached. Including all the square
brackets it was some 50 pages long. Lord Carrington hoped that such
a document would not be presented to the Foreign Affairs Council.
Mr. Franklin said that it was hoped that six to ten "difficult
questions'" could be abstracted from the Commission paper and put to

the Foreign Affairs Council; eg should the Community pursue a

/ rigorous price




rigorous price policy on cereals in order to reduce the difference
in price between European and US cereals? The Prime Minister
commented that in Community affairs there seemed never to be a
clear answer to a clear question: it would be said that something
could be done with regard to cereals only if something else was

done under another chapter.

Signor Spadolini said that a failure of the London Council
would have very negative consequences for public opinion 1in Europe.
The 30 May Mandate had raised expectations at the time and 1t would
be a mistake now to lower them. It would be hard to strike a balance
between the many conflicting interests and more time was needed. If
no agreement was possible, it would be-necessary to find a way of
so presenting the outcome that public opinion did not get the
impression that there had been a setback. The aim should be to
establish precise guidelines under the three chapters: we needed
joint action and suppression of sectoral interests. An agreement
must ensure that national policies were properly coordinated and

thus compatible with the aims of all other partners. The European

Council needed to enhance its credibility. He recalled what he

had said in the morning, that all this work was linked to the fight
against inflation, unemployment and regional disequilibrium, Great
realism was needed from all partners. The ideal of a united Europe

was such a lofty one that it was worth all efforts to achieve 1it.

The Prime Minister agreed that it was necessary to revivify
the idea of the Community in the minds of all our people. Signor
Spadolini's remarks implied that all Heads of Government must come
to the European Council prepared to reach conclusions. If that
was to be possible there must be intensive prior discussion of the
ndifficult questions" which were to be distilled for the Foreign
Affairs Council. Heads of Government must be prepared at the
European Council to commit themselves on at least some of these
questions. Lord Carrington said we must first see how much progress
was made on 16/17 November. But Signor Spadolini's programme was

right and the minimum we should aim for.

/ The Prime Minister




The Prime Minister recalled that M. Mitterrand had in September
seemed very ready to seek solutions to these problems at the European
Council in November, but there had been relatively little progress
since then. Lord Carrington said it would be helpful if Signor
Spadolini, who was seeing President Mitterrand on 19 November,
could tell the French Government that HMG were not trying to use
the Mandate discussions simply to adjust their own immediate problem.
We were looking to the future, to the avoidance of all unacceptable

situations, and were also aiming for genuine CAP reforms.

European Union

Signor Colombo said that the German and Italian governments
had started work some time ago on a draft European Act or Charter.
Questions would be put on the table jointly to see if answers to
them could be found. They would be prepared to listen to the views
of their partners. The aim was to move forward to a European union.
This was consistent with the efforts of the UK Presidency to reinforce
political cooperation. It was necessary to find ways of dealing
at the Community level with the problems of security, culture and
justice. It was also necessary to give guidance to the European
Council on economic and political questions and to achieve better

contact with the European Parliament in order to reduce the sense

of frustration felt there.

The Prime Minister asked whether it was intended to give more
powers to the European Parliament. Signor Colombo said that the
aim was rather to give the Parliament more influence. The overall
idea was to put political flesh on the Community's bones so that the
necessary compromises in the economic field could be justified by
reference to a higher European identity. The two governments were
putting the final touches to thelr paper whiqh would be handed to

- thelir partners within the next few days.

The Prime Minister asked whether the proposals would be practi-
cable or whether they would simply lead to a multiplicity of new
Councils. Signor Colombo said that security was already being dealt

/ with by




with by Foreign Ministers but new specialised Councils for justice
and culture, in conformity with the constitutional arrangements in
each country, were envisaged., They would be coordinated by the
European Council. The Prime Minister commented that all difficult
questions were left to the European Council. More specialised
Councils would result in still more Ministers being absent from
capitals at any given moment and would result in more decisions being
sought from the European Council. If there were to be any more
councils, perhaps the actual number of meetings could be halved.
ohe agreed with the underlying thought, that Europe as a living
idea needed a fresh impetus. However, we still needed to sort out
the problems of the 30 May Mandate, siﬁce at present all felt that

they were not getting a fair deal on some matters,

Signor Colombo said that the draft Act would be circulated first
to goverhments. The Italian government envisaged that the European
Council would take note of its existence and refer it to Foreign
Ministers for further study. In reply to a reference by Lord
Carrington to Irish concerns, Signor Colombo said that the proposals

would remain within the limits established at Brocket Hall.
Spain and Enlargement

In discussion of the problem of Spanish accession to NATO,
Signor Cagiati said that in the Italian view the Spaniards would
complete théir procedures in time. Lord Carrington said that we
hoped that they would then open the border with Gibraltar, since
otherwise a difficult situation would arise in the context of Spanish
accession to the Community. Signor Colombo reported a recent
request from the Spanish Foreign Minister that the European Council
should reiterate its commitment to Spanish entry, since there were
psychological difficulties in opain which the government was finding
it difficult to face up to. A 'political hint' would be wvaluable.
Lord Carrington said that the Presidency had already circulated some

proposals via Coreu.

Miscellaneous

In a brief discussion of steel, the multifibre agreement and

Japanese imports, the Prime Minister commented that the Italians
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were fortunate to have a special arrangement limiting imports of

Japanese cars. osignor Colombo said that certain arrangements made
by others were tending to make the Italian arrangements valueless.

The Prime Minister commented on the difficulty of preventing

manufactured goods, eg textiles, being imported into the Community,

finished there and circulated within the Community as Community
Proaqucts.

The meeting ended at 1630.
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RECORD OF PLENARY DISCUSSION BETWEEN THE PRIME MINISTER AND
THE ITALIAN PRIME MINISTER AT NO 10 DOWNING STREET ON

9 NOVEMBER 1981 AT 1430

Present
Prime Minister HESignor G Spadolini

The Rt Hon The Lord HE Signor E Colombo
Carrington KCMG MC
HE Signor A Cagiati GCVO
Sir R Armstrong KCB CVO
\ Ambassador B Bottai
Sir M Palliser GCMG
- Ambassador M Bucci
Mr M DM Franklin CMG CB
Min L M Fontana Giusti
Sir R Arculus KCMG KCVO
\ Min S Berlinguer
The Lord Bridges CMG
X Min E Perlot
Mr J L Bullard CMG
\ Min L Cavalchini
Mr C A Whitmore
\ Cons L Ortona
Mr M O'D B Alexander
. N\ Dott Stefano Folli
Mr B Ingham
Signor M Quagliotti
Mr D A S Gladstone
' Signor S Biondo

- Mr R Culshaw

16 The Prime Minister f welcomed Signor Spadolini

to the United Kingdom. She hoped\ they could find a way
A b 4 bl J
ahead on the many problems facing

coutrtries—were—a—patts Thé Prime Mi 'stzr suggested
,f-mia-g’those issues on which they wouldgibe questioned at

the press conference following the discussions, namely

fs

the 30 May Mandates Middle East and Sinai?\golandja&ﬂ

7, 9% X -
- Defence Policéés}Transatlantic relations. The two Heads

of Government had already discussed domestic economic
policies and had agreed on %’ need to continue the fight

against'inflation and to reduce both government
/expenditure
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expenditure and interest rates. The Mandate and Sinai

had also been discussed over lunch.

Sinal Multinational Force

2, In discussion agias what should be said at the
subsequent press conference, Lord Carrington said it

would be important to calm down a.situation now pUblid§.seen
as a confrontation between the United States and its
European alliess We should stress that there was no
question oﬂf%urOpeans seeking to impése conditions on

thelr participation in the Force: but the basis of that
participation must be made clear by réference to the

Venice Declaration, The Prime'Minister said that since

the United Kingdom had been requested to supply'a contingentk
e by the United States, our reply would go to the

United States, Signor Colombo said that Italy had received
‘requests from both Egypt and Israel as well: Fre—thoeusht-
thaat France had been asked by Egyth%aTv

(ﬁ;“ lroo

3. L-Political Directors were charged with drafting a line

to take at the press conference, &&sw line to take d.n) r&rom “

supplementary questions(;t annex)were subsequently agreed,
Saudi Arabia

4, Lord Carrington said that two points Id stood out in

relation to his récent visit to Saudi Arabia:

SR V7
a) the Saudi Arabians, througk the Fahd Plan, had now

/said
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said publiely for the first time that they wanted

a negotiated peaceful settlement in the Middle

East; and
at a press conference Prince Saud had made it clear

that Saudi Arabia was prepared to recognise Israel

context of a peace settlement:4¢§he

Saudis were now taking their plan to the Arab

conference at Fez, and-exXpected.or

Prince Fahd had told Lord

Carrington that Arafat had agreed the eight

==

principles, 3 lf tirewb. was g& all

states, bar the Libyans, could be expected to
follow suit, BSignor Colombo agreed with Lord

T (on{Vina D jm
other Arab

Carrington's assessment. However, from a

European viewpoint, some of Fahd's points were
MM and two at least needed further
discussion, namely\ that based on Resolution 242

(the di§puted definition of 'Withdrawal') and the

/LS & éa
% of ' L Jerusalem,

\

\
EYH The Prime Minister asked howkthe Fahd plan, the Venice

- | \x‘_
declaration and the Camp David agreémentslcould be fitted

together, Lord Carrington said that ﬁothing further would
happen before April when Sinai should be returned to Egypt.
By then it should be clear whether the autonomy talks were
likely to be successful. It should be possible to start
wider negotiations following the return of Sinai’though
such negotiations should not be described as a follow-up

to Oamp David. He saw no contradiction between the

/Venice
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Venice declaration and the Fahd plan: the latter was
based on the premise that Sl e haab

the right to live in peace. However, it was better not tc
say too much‘épublicﬁ about the Fahd plan at present

since 1t excited the Americans.

Poland

e Signor Colombo reported that the Italian

Ambassador in Warsaw had that morning been summoned to

the Foreign Ministry in Warsaw and told that:

a) Poland was making a formal request to join the IMF

b) the Polish government wished to refinance all

their debts for 1982;

c) preyieomws negotiations betwgen|Poland and Western

creditors over immediate liquidity problems should

be resumed.

11 #r.

! i Signor Colombo thought that the recent 'summit'
between Solidarity; the Government %pd the Church had
introduced-a little more stability into an unstable
situation, Lord Carrington said that tﬁ:_scale of*' :I
help required by the Poles had réached impossible
proportions: they needed something like $&33 billion
next year alone. It was still more worryinélthat almost
all the Eastern European Ambassadors had called on

the Foreign Office within the pastlweek or so to

complain about the economic situation in their

/countries
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countries., Signor Colombo recalled that at a European
Council some time previously, Chancellor Schmidt had
drawn attention to the increasing indebtedness..of Eastern
FEuropean countries to the West and to the dangerous
implications this could have for the West. The West was

now caught in a dilemma: either they took on thelr own

shoulders the defects of the Eastern European economic

f't bt.e‘zv / () 2 s0
system oqt.hey uld create ehormous problems for the

entire Eastern Bloc. Lord Carrington commented that the

Poles were from a Western point of view in a different

category from eg the Romanians. Signor Colombo said that
aeverthetess Yugoslavia was wmuch closer to

:
the West (especially to Italy) than Poland and in her case
WAA |

La SO deeselw 2. delicate internal political balance to take into

account. The Prime Minister said that we could not go.
on for ever supporting Eastern Euqopean economies. We
ought perhaps g~hewavess TO ;é 0L C nore—Pub+itedy that
countries with their political systems had proved unable
.tqrsupply their own people, Signor Spadolini said that
Waewe was awkw a1 d neeeme the-faet that Poland
was the least Communist country of the Communist world.

The Communist party was much weaker there than in any szm

Eastern Eurppean country. % spethte—waa—thate Poland ‘s
}”ﬂ‘UhMLLVld Y 4
tconsumed-more than it produced, despite having acquired some
profitable former parts of Germany. But the  fact remained
that Poland was unique. It would be impossible to help

other Eastern European countries on theEPolish scale,

TNF

8, Signor Spadolini said that the Italian government had
CONFIDENTI AL fin
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in early August pubdie M-8, This had
‘ |
produceq/étrong public reaction which would have been
/X
milder had met the US ERW decision/been announced only the

day before. The Italian government had held firm and the

peace marches had. less effect &— than in northern

countries. Nevertheless, the ERW issue had an especially

powerful effect on Catholic opinion, IIe had discussed
TA/F-' o Sl

the gwesdtign recently with Chancellor Schmidt and agreed

with him on the necessity for East/West. negotiations aimed

at bringing down nuclear levels to a minimum. It was

vital to demonstrate that such negotiations were serious

and making pProgress, W« s e

O The Prime Minister said that the revived CND campaign

Ao dMaldy Mo SART

had breughb-#ogaihen-a.number of &eﬁefb}e‘people who

Pl

simply did not like nuclear weapons.' The(government was

#ew conducting a publicity campaign with three aims:

a) to explain that there was no point in giving up
our own nuclear weapons before the Russians showed

willingness to reduce theirs;

b) to bring home to British public opinion that there

were no unilateralists in Moscow;

c) to convince public opinion that we needed enough

weapons to defend ourselves and to deter aggression.

10, The campaign would also deal with proposals for a
European Nuclear Free Zone, pointing out that SS20s

/stationed
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stationed beyond the Urals could still reach all of
Aens bl

Western Europe with the(exception of Southern Spain.

HMG thought such a campaign necessary since the anti-

nuclear campaign was being co-ordinated throughout Europe.

11. Lord-Carrington said that the CND movement fOfC“@
Widespread disillusionment resulting from
the hﬂf(super-power dialogue N&%een in the NATO

Double Decision of December 1979. He feared that even

when talks begdn between the super-powers there would be

|

no visible results for a long time: he two e&o
were not even agreed on data, There was thus a danger
of renewed public disappointment in few months time,

Thtés despite an opinion poll in the revious day's

Observer which showed British public| opinion overwhelmingly

' A
in favour of the wof a\nucl ar deterrent el

§ 1

adly the same survey(showed a strong anti-American

sentiment),as—wet‘.t'. In all these cincumstances he thought

it very important to try and get the proposal for a

Gbnferenceon:hisarmament in Europe;(CDE) off the ground,

|
| |
12, Signor Spadolini said that Western European public

opinion had been adversely affected by some injudicious

US statements. People were now treating the USA and

¢ (el ’
the USSR as i on the same 1eve1’and mthe

SS20 with NATO's TNF programme. The result could be $©
creeping Finlandisation. Lord Carrington said that the
generation which ﬁad automatically given the Americans
the benefit of the doﬁbt was now disappearing. The Prime

Minister said that some people in the United Kingdom

/were
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were treating their biggest ally as if we were non-allied.

It was bad enough when the genuinely non-allied treated
the USA and the USSR as belng on a par,

13. Signor Colombo said that these,so&d&%tefs strengthened
aA
the case Ior public m&hof the zero option. We

should not undere«estimate the strength of the pacifist

movement in Western Europe, which could all too easily

A .
become/;eutralist movementg. There was an obvious

inconsistency in claiming that negotiations were just
round the corner while, in the meantime, m- ko install
nuclear weapons of all kinds on our territories., This

was a delicate matter since the arguments could only be

deployed vis & vis the USA and not the USSR.

30 May Mandate

14, Signor 001omb¢ said that following a recent Cabinet
decision he had written to the President of the'European
Commission pointing out that there had been no progress
on the three volets of the Mandate. There were no new
policies+ the Commission proposals on reform of the CAP

_ cﬁbp44uoudiivﬁﬁuf'
were inadequate and there was no iAsSpeeti-eh-—as-—He the

basis of reform of the Community budget. A further
attempt to make progress would be made at;fhe Foreign
Affairs Council at the following week, but if that failed
the situation would be very diffiqult,whan“%atever
happened it would be essential to ensure that the
subsequent European Council showed no public sign of being

divided on all these issues. The Council should therefore

/aim
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simply to establish certain agreed principles and above

all avoid a row, et=thie—seaser

15. Mr Franklin said that as Presidency the UK haue tried

to meet the deadlineﬁ set by the previous European

Council, ie to take decisions on the three volets of the
;ZMondate by thé end of the year. We would be seeking

maximum precision at the European Council at the end of

the month:

a) on new policies: different states hase different

priorities, but all wished to see progress made’

4+

in &he develophnff ef Community policies ta.degd

i .
:w*ﬁh unemployment (especially among young people);

the regional fund; industrial policies aimed at
improving competition; the establishment of
common energy ' aimsjand the completion of the

. o - 3
internal market on goods and services; A

b) as to the CAP guidelines, we would now have to
study the new Commission paper. There was a need
for change in guarantee arrangements for farm
products with a view to avoiding surpluses and

achieving stricter disciplines and s%¥i-ete¥-

financial control;

restructuring of the Community budget had fallen

still further behind, since neither British

(a

nor Commission ideas hese found much support. It

remained as fimportant as ever to find a structural

/solution
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solution that would last., The European Council
could still perhaps come up with a last minute

solution.

16, The Prime Minister commented that the problems were

well known; the question was how to make progress glven
Ars (ovnd) (5 pune

that each country i_?s own interests. Perhaps

we should devise a separate formula for each chapter,

Mr Franklin gaid that tk?eLphz'ase reRmallyvwsed was

'operational guidelines'.

17, Signor Colombo said that the Commigsion was now
preparing a document describing the position reached,
Including all the square brackets it was some Qpﬁpages
long. Lord Carrington hoped that such a document would
not be presented to the Foreign Affairs Council.
Mr Franklin said that it was pm Ithat six to ten
Mdiffémibtﬂil.’c111estionswcr::»uld be abstracted from the Commission

paper and put to the Foreign Affairs Council?{ eg should the
Community pursue a.%&gorous pricé policy on cereals in
order to reduce the difference in prlce between irOpean
and US cereals? The Prime Minister commented thatL;here
seemed nevér to be a clear answer to a clear question:
it would be said that something could be done with regard
to cereals only if something else was done under-agpther
chapter,

Cudan
18, Signor Spadolini said that a failure of the Gemmon
Counc;l would have very negative consequences for public
opinion in Europe, The 30 May Mandate had raised expecta-
tions at the time and it would be a mistake now to lower

CONFIDENTIAL /them,
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them. It would be hard to ﬁa balance between the
many conflicting interests and more time was needed. If
no agreement was possible, it would be necessary to find
a way of so presenting the outcome that public opinion
did not get the impression that there had been a setback,

The aim should be to establish precise guidelines under f

J“f Lvt8
the three chapters: we needed joint action and q.n_mw +
s;m interests. An agreement must ensure that

national policies were properly coordinated and thus
compatible with the aims of all other partners. The
European Council needed to enhance its credibility.

He recalled what he had said in the morning, that all this
work was linked to the fight against inflation,
unemployment and regional disequilibrium., Great realism
was needed from all partners. The ideal of a united

Europe was such a lofty one that it was worth all efforts

to achlieve 1t. | o

e RE TR The'Prime Minister agreed that it was necessary to
revivify the idea of the Community in the minds of all our
people. Signor Spadolini's remarks implied that all
Heads of Government must come to the European Council

prepared to reach conclusions. If that was to be possible

/
there must be intensive prior discussion of the'difficult

questions"which were to be distilled for the Foreign
Affairs Council, Heads of Government must be prepared
at the‘European Council to commit themselves on at least
some of these questions. Lord Carrington said we must

first see how much progress was made on 16/17 November,

But Signor Spadolini's programme was beth right and the

minimum we should aim for. 20
CONFIDENTIAL /20,
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20, The Prime Minister recalled that M Mitterrand had
in September seemed very ready to seek solutions to these

problems at the European Council in November, but there

sasmad—te—éaﬁe been relatively little progress since then.

Lord Carrington said it would be helpful if Signor

Spadolini, who was seeing President Mitterrand on 19
November, could tell the French Government that HMG were

not trying to use the Mandate discussions 81mp1y to adjust

s ) it bl
their own m—&n—&eee-pt-&b&e—sm We were

looking to the future, to the avoidance of all unacceptable

61 banising

soluiions/and were also aiming for‘genuine CAP reform,

Eurogean Union

21, ©Signor Colombo said that the German and Italian

governments had started work some time ago on a draft
European Act’?_ Questions would be put on the table

jointly to see if answers to them could be found. They
would be prepared to listen to the views of their partners.,

The aim was to move forward to a European union. This was

4]
consistent with the Mof the UK Presidencytreinforolq

political cooperation; It was necessary to find ways of
dealing at the Community level with the problems of
security, culture and justice. It was also necessary to
give guidance to the European Council on economic and
political questions and to achieve better .contact with

the European Parliament in order to reduce the sense of

frustration felt-there. "t

Rl
._ -

22, The Prime Minister asked whether it was intended to
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give more powersﬁtd the Furopean Parliament. Signor
Colombo said that thé aim was rather to give the Parliament
more influence. The overall idea was to put political
flesh on the Community's bones so that the necessary
compromises in the economic field could be justified by
reference to a higher European identity. The two

5

@’overnmenté were putting the final touches to their

paper which would be handed to their partners within the

next few days.

23. The Prime Minister asked whethey the proposals would

b |
be practicable or whether they would\le dotoraimulitiplicaty

of new Councils. Signor Colombo said that security was

. Nl
already being dealt with by Foreign Ministers but(specialised

Councils for justice and culture, in conformity with the

constitutional arrangements in each country, were

enviéaéed; They would be coordinated by the kKuropean

Council. The Prime Minisi‘t“er commented that all difficult
questions were eat—present left to the European Council.
More specialised Councils would result in still more
Ministers being absent from capitals at any given moment
and would result in more decisions being w the
European Council, If there were td be any more céunciis,
- perhaps the actual number of meetings could be halved.,
She agreed with the underlying thought, that Europe as
a living idea needed a fresh impetus. However, we still
needed to sort out the problems ogﬁgOMay Mandate since
at present all felt that they were not getting a fair

deal on some matters.
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24, Signor Colombo said that the draft Act would be
circulated first to governments., The Italian government
envisaged that the European Council would take note of

its existence and refer it to Foreign Minieters Tor
further study. In reply to a reference by Lord

Carrington to Irish concerns, Signor Colombo said that

the proposals would remain within the limits ﬁm

Brocket Hall.

Spain and Enlargement

20, In discussion of the problem of Spanish accessioe
to NATO, Signor Cagiati said that in the Italian view
the Spaniards would complete their procedures in time.
Lord Carrington said that we hoped that they would then
open the border with Gibraltar 6 since ib-woutdérotherwise

WA Arese ’kﬁmw‘HAJZJ”Maréa
the context of

Levme a difficult Sltuatlonlln the

Community. Signor Colombo repowfed a recent request

from the Spanish Foreign Minister that the European

Council should reiterate its commitment to Spanish
entry,since there werepsydglogical difficulties in Spain
which the government was finding it difficult to face up
to. A 'political hint' would be valuable., Lord
Carrington said that the Presidency had already circulated

some proposals via Coreu,

Miscellaneous

e

26, In a brief discussion of steel//multlflbre agreement

and Japanese imports, the Prlme Minister commented that

the Italians were fortunate to have a special
CONFIDENTIAL /arrangement
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arrangement limiting imports of Japanese cars. Signor

Colombo said that certain arrangements made by others

were tending to make the Italian arrangements valueless.

The Prime Minister commented on the difficulty of

preventing ganufactured-goods, eg textiles, being imported
into the Community, finished there and circulated within

the Community as Community products.

27. The meeting ended at 1630.
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LIST OF BRIEFS

STEERING BRIEF

EUROPEAN COMMUNITY TOPICS
EAST-WEST RELATIONS

DEFENCE

ARMS CONTROL

REGIONAL ISSUES

MEDITERRANEAN ISSUES

THE INTERNATIONAL ECONOMIC SCENE
BILATERAL QUESTIONS

ITALIAN INTERNAL POLITICAL SCENE

ITALIAN INTERNAL ECONOMIC SCENE

QUADRIPARTITE CONSULTATIONS
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1. AED - NESKBY g8a9307

TELEGRAM NUMBER 222 OF g8 NOVEMBER ;

AND TO IMMEDIATE RCME PARIS (DESKBY 28233092) WASHINGTON (LESKBY
2813202) '

INFO ROUTINE OTHER EC POSTS, UKMIS NEW YORK, TEL AVIV, GAIRO

Y TEL % 9394 sinal wFo,

1, AS REPORTED TO RESIDENT CLERK, REININK TELEPHONED LATE ON
g7 NOVOMBER TO CONFIRM THAT HE HAD CONSULTED VAM DER STOEL
THE LATTER MAINTAINED HIS VERY STRONG PREFERENCE -
FOR A DEMARCHE BY THE AMBASSADORS OF THE FOUR WITH HAIG (OR

IF UNAVAILABLE EAGLEBURCER OR VELIOTES) OH £ NOVEMBER
JKVOLVING USE OF BOTH PART ONE AND PART TWC OF THE PROPOSED
JOINT INSTRUCTIONS, AT THAT INTERVIEW VAN DER STOEL FORESAW
THE FOUR AMBASSADORS FIRST DRAWING ON PART ONE, THEN

PAUSING TO GIVE HAIG A CHANCE TO RESPOND. IF HIS REACTION WERE
NEGATIVE THE FOUR WOULD THEN PROCEET T4 DRAW ON PART TWO.

P, REININK ADDED THAT VAN DER STOEL HAD AUTHCRIZED A DUTCH FAL!,
BACK POSITION, BUT IT WAS CONTINGENY ON THE ATTITUDES OF
CHEYSSON AND COLO#B0O, IF THEY BOTH CONTINUED TO INSIST CN PART




- 2¢ REININK ADDED THAT VAN DE] STOEL HAD AUTHORIZED A DUTCH FALL
LACK POSITION, BUT IT WAS CONTINGENT ON THE ATTITUDES OF
CHEYSSON AND COLOMEO, IF THEY BOTH CONTINUED TO I1NSIST ON PART
TWO BEING KEPT FOR SUBSEQUENT UsL WITH THE AMERICANS ON A
SEPARATE OCCASION, THE DUTCH COULD IN THE LAST RESORT AND

WITH RELUCTANCE AGREE TO A DELAY BETWEEN THE FIRST AND SECOND
DEMARCHES OF HALF A DAY AT YHE OUTSIDE, TO BE PRESENTED AS A
PAUSE FOR SEEKING URGENT INSTRUCT!CNS. REININK STRESSED THAT

THIS WAS THE MOST HiS MINISTER WAS PREPARED TO CONTEMPLATE,

MANSF I ELD
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FROM KUWAIT 0828152 NOV 84
TO IMMZDIATE FCO
TELNO 455 OF 8/11/81, -
INFO CAJRO, JEDDA, DAMASCUS, TEL AVIV AND WASHINGTON,
INFO SAVING TO ALL OTHER ME POSTS AND EC POSTS.

SINAY MFO

1, |°AND MY FRENCH, DUTCH AND ITALIAN COLLEAGUES WERE SUMMONED

IN SUCCESSION THI G MORNING 7O CALL ON FAISAL MUTTAWA, THE ACTING
 UNDER SECRETARY {F THE MFAs ' '

2, FAISAL REFERRED TO NEWS REPORTS THAT WE WERE CONSIDEXING
CONTRIBUTING TO THE SINAI MFO, HE SAID THAT HE HAD BEEN INSTRUCTED
BY SHAIKH SABAH, THE FOREIGN MINISTER, BEFORE THE LATTER LEFT FOR
BEIRUT, TO MAKE CLEAR TO US THAT SUCH A STEP wOULD *’NOT BE GOOD'®
FOR RELATIONS BETWEZEN BRITAIN AND KUWAIT. HE DID NOT ELABORATE.

3¢ | CONFINED MYSELF TO SAYING THAT | WOULD OF COURSE REPORT
WHAT FAITZL HAD SAID: THAT MO TECIS10N HAD BEEN TAKENs AND THAT
CONSULTATIONS wITH OUR PARTHERS IN THE TEN AND OTHER GOVERNMENTS
WERE STILL GIING ONe
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My TICHNO 33 29. SINAI

1. A FURTHER ARTICLE BY GWERTZMAN ON THE FRONT PAGE OF TODAY'S
HEW YORK TIMES QUOTES ADMINISTRATION OFF ICIALS AS SAYING THAT
UNEXPECTED PROBLEMS HAD DEVELOPED [N EFFORTS TO SECURE BRITISH
CAnND EHROPEAN PALTICIPATION IN THE SINAI FORCE: A STATEMENT
JH1CH THE EUROPEANS HAD PROPOSED TO ISSUE EARLIER THIS WEEK
WAS REGARDED AS SO OFFENSiVE TO ISRAEL THAT THE UNITED STATES
PERSUADED THE CUROPEANS NOT TO ISSUE IT AND TC REVIEY THEIR
POSITION,

2. GWERTZMAN SAYS THAT THE MA{N PROBLEW 1S THAT THE EUROPEANS UWANT
TO INSURE THAT THEIR PARTICIPATION IN THE FORCE DOES NOT SEEM TO

fUl COUMTER TO THE VENICE DECLARATION WHICH ' JSRAEL REJECTED,
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TO INSURE THAT THEIR PARTICIPATION 1N THE FORCE DOES WNOT SEEN TO
RUN COUNTER TO THE VE{|CE DECLARATION WHICH- ISRAZL REJECTED.

YOU ARE SAID TO HAVE ANTAGONIZED THE ISRAELIS BY YOUR PRAISE

OF THE SAUDI PEACE PLAIll. ' '

3. A SENIOR ADMINISTRATION OFFICIAL IS QUOTED AS SAYING THAT HE
WAS VERY SUSPICIOUS OF BRITISH MOTIVES. '
QUOTE z | THINK THAT THE BRITISH REALLY DO NOT WANT TO

PARTICIPATE IN THE SINAI FORCE AND ARE TRYING

TO DRAFT A STATEMENT THAT wWiLL COMPEL THE ISRAELIS

TO REJECT THEIR PARTICIPATION  UNQUOTE

4, THE STATE DEPARTMENT COUNTRY DIRECTOR FOR ISRAEL AMND
ARAB/ISRAEL AFFAIRS HAS EXPRESSED TO US H1S REGRET AT THE
APPEARANCE OF THIS ARTICLE AND HAS ASSURED US THAT IT WAS
NOT IN AlNY WAY AUTHORISE<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>