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PRESS STATEMENT

BOCIAL CHARTER: ACTION PROGRAMME P

Followinng today'e meating of tha Social Affairs Council
maeting in Brussels, Norman Fowler, Secretary of Btate for
Employment issued the following statement.

"There was a discussion of the Action Programme which
accompanies the Boclal Charter. It is now clear that
there will be a whole series of measures affecting
employment brought forward over _EHE__EE;% two years.
“According to Commissioner FPapandreou there will be 45

i

maasures involving 17 directives. e
=

"No-one should be under any doubt about the impact of

what is proposed. The directive proposed will include

-_—

hours of work; holidays and rest periocds; part-time and
tamporary work.

"All these measures will add to labour costs. Our

COncern remains that the proposals, which wil] be taken
under the Scciel Charter, will cost joba.

"We agree that Europe should have a very firm commitment
to asocial progress. We Bhould re-affirm the priority of
job develcopment and creation. We also need to recognise
that many matters are best left to member states., and we
must bulld on progress already made in member states with
their diffarant traditions.

"We welcome work to take forward at Community level those

major prineciples on which we are working tﬂQ;EEEET'
freadom of  movement:;  mutual  recognition —of
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qualificationsa; equal treatment for men and woman in
employment; and health and safety at the workplace.

"But the most urgent social issue in Europe today 18

unemploymgnt . There are 14 million unemployed people
e ; i

throughout the Community. We will not create jobs by

ragulations. We will not reduoce unemployment by new

reastrictions, The Action Programme takes us in the wrong

direction.

"The Furopean Single Market must be about improving
working and living standards. 1992 will provide
opportunities for business. Business growth will create
new jobs, and bring down unemployment, and therefore
improve living standards”.
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Treasury Chambers Parliamert Street, SWIE 3AG

The Rt Hon Nicholas Ridley MP -3 % 3@‘:&
Secretary of State —

Department of Trade and Industry

1-19 Vietoria Btreet

LONDON SW1H QET =2/ November 1989

deee Wil

STATE SUBSIDIES IN THE EURDPEAN EGHHUHITTUJ

ke

it leaueTT EdaR

I have seen a copy of your letter GEH;JfHE¥emhe: to Douglas Hurd
and a copy of his reply.

I strongly support your propogal to develop a hetter articulated
and mere pro-active strategy on EC sState aids. Mowis an ideal
time both to publicise our own record more positively and to work
up detailed proposals for influencing the Commission‘'s thinking.

The reduction of barriers to trade in the Single Market and on the
wider international front run the risk that countries will stap up
rather than reduce subsidies as a covert means of protectionism.
So our pro-Community stance on state aids, backed by the
Commission's own figures in their White Paper demonstrating the
UKk's good record in the industrial sector, should be sean as an
important part of our support for the completion of the Single
Market and a successful Community.

I endorse your three pricrity areas of reducing (and making more
transparent) subsidies in the field of the financial relationship
betwean governments and state and other industries close to the
public sector; in the field of regiocnal subsidiea, for eaxample; by
reducing maximum subsidy limits; and in the field of subsidies in
the enargy and transport sectors. Just as we are rigorously
pursuing downward pressure on subsidies domestically, so we should
also encourage a complementary approach at EC level. I hope that
your strategy will go beyond your three priority areas where
appropriate, for example, where subsidies to R and D or civil
agrospace involve anti-competitive elements. As regards
agricultural subsidies, on which the UK record in the EC White
Paper in contrast to industrial subsidies is poor compared to
other Member States, I too hope that John Gummer will seek a
complementary and supportive approach.
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You draw attention to the need for work on subsidies in the OECD
and Uruguay Round. I support this strongly. 1In particular, the
recent launching of a new round of negotiations in the OECD
Consensus on export credits gives us an ideal opportunity. We
need to obtain the early abolition of interest subsidies on export
credits where the UK itself is one of the main countries still
giving subsidies. We also need to get better discipline over the
use of tied ald which distorts export competition and where
Community countries are among the gquilty. The Commission
represents EC members on these issues soc I trust that UK
represantatives in Brussels will ensure that the Community takes a
robust line against subsidies.

Finally, I fully agree with you that colleagues should featurs tha
UK's pro-Community stance on subsidies strongly in future publiec
statements, and that this should be couched primarily in terms of
supporting the Commission rather than sniping directly at other
Member States. Perhaps our officials could cover this
presentational issue in their work along with working up a
detailed EC State Aids strategy.

I am copying this lattar to the Prime Minister, to Members of

OD(EB), to Geoffrey Howe, Peter Walker, Malcolm Rifkind, Peter

BErooke, John Wakeham, Cecil Parkinson and to Sir Robin Butler.
o

Pos

PCIER
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I have just reaceived through the
diplomatic bag a letter addressed bto vou by
Mongieur Francols Mitterand, Préaident de 1

Républigue.

I enclose 1t herewith.

LI.,..-.- [ U

Luc de La Barre de Nanteuil

The RL. Hen. Margaret Thatcher, FRS, MP
Prime Minister

10 Downing streset

London, SW1
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30 November 19H9

Voo Wsin,

SOCIAL CHARTER

The Prime Minister said to the Foreign Secretary this
morning that she thought we ought to have our own draft of a
Social Charter to hand in Strasbourg so that we could demonstrate
to the press and others what we would have been prepared to sign
up to, if others had agreed. The work already done on this
should now be finalised, therefore, and a text put to Ministers
as soon as possible.

I am copying this letter to Clive Norries (Department of
Employment) and David Hadley (Cabinet Office).

Charles Powell

Stephen Wall Esg
Foreign and Commonwealth Office

CONFIDENTIAL
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Ref. AQB9/3120

PRIME MINISTER

Cabinet: Community Affairs

E The Foreign Secretary may report on the Foreign Affairs
Coungil on 27 Hﬂ?&ﬁh&?. Main points ware:

the Council agreed the trada and financial package for
Poland and Hungary, including agricultural concessions under

the Generalised Scheme of Preferences (GSP), suspension of
gquantitative restricticons on imports, an economic aid
regulation and European Investment Bank guarantees;

the Presidency confirmed that the agenda for the Strashbourg
European Council would include discussion of Eastern Europe,

including the proposal for a Development Bank; EMU (on which
a Presidency note would be circulated shortly); the Sggial
Charter (which Dumas implied would be open for signature at
Strasbourg); plus EC/EFTA relations and EC/Mediterranean
policy;

the EC/ACP Ministerial meeting, which ran partly in
parallel, finally settled the terms of Lomé IV, with 10.24

becu for EDF VII plus 1.225 becu of EIB lending. Signature
iz expected in Lomé on 11 December.

25 The Secretary of State for Trade and Industry may report on
the Internal Market Council on 23 Hovember. Main points were:

1
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substantial progress on the EC merger contrel requlatien, on
which there are reasonable prospects of agreement at the 21
December Internal Market Council. Tha main outstanding
problem is a German demand that would undermine the
principle of the ‘'one-stop shop' (that companies seeking
clearance for mergers should be regquired to apply either to
national authorities or to the Commiszsion, but not both);

the Commission made a helpful statement on the need to
remove barriers to takeovers in the Community, and undertook

to produce specific recommendations by the end of March
1990. This is a good outcome, stemming from our efforts to
link this 1issue with progress on the merger control
regulation.

3 The Secretary of State for the Environment may report on the
28 November Environment Council. The main peoints were:

political agreement on the terms of the regulation to set up

the European Environment Agency. The choice of site was not

discussed;

UE successfully resisted Ttalian pressure for conclusions on
environmental taxation; Mr Patten underlined that

substantive decisions on tax issues wera a matter for
ECOFIN; — e ——

also discussed were habitats; nitrates; tropical forests:
— —_— o RIS
and freedom of accesse to environmental information.

[

ROBIN BUTLER

2
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5T. ANDREW'S HOUSE
EDINBURGH EHI1 3DG

The Rt Hon Nicholas Ridley MP

Secretary of State for Trade & Industry

Department of Trade &k Industry Cijﬁﬁ" l}’ gt

1 - 19 Victoria Street 3 =1
LONDON

SW1H OET 7 9November 1989

O, NiAL,

STATE SURSIDIES IN THE EUROPEAN COMMUNITY v B & ]

Thank you for copying to me your Iletter of 13 November to
Douglas Hurd.

I fully share your concern about the need to ensure greater transparency
in the provision of state subsidies to industry within the Community and
about the need to secure reductions in the high levels of support offered
by some Member States. Not only do these subsidies distert competition
between companies within the Community but they alao distort competition
between Member States in the attraection of internationally mobile inward
investment projects - usually to our disadvantage. I agree therefore that
we should do what we can to secure improvements in transparency and a
general ratcheting down of aid ceilings with the overall objective of
creating & truly level playing fleld. Such a course of action iz however
fraught with difficulty and | think it is essential that we recognise these
difficulties, and take them into account In planning our tactics, before we
commit ourselves to any particular course of action.

[ see 3 main difficulties which [ have outlined below.

First, it will be essential to ensure that any moves to Increase
transparency and reduce aid ceilings are applied uniformly and
consistently across the Community. If we are to make reductions in our
exigting armoury of state aids it must be in the context of a multi-lateral
disarmament rather than, as has sometimes happened in the past, a
unilateral disarmament. In this context, | was struck by Leon Brittan's
recent speech to the CEI's National Conference, which drew attention to
the fact that in 1981 France, the UK and Germany all gave approximalely
the same absolute amount of state aid (ie +/- £2.8 hillion) while Italy pave
nearly double that amount. Over the period 1981-86, however, the
amount given by the UK fell sharply to an annual level of £1.3 billion,
while France, Germany and Italy all recorded substantial, in Italy's case
very subetantial, increases. These figures give me as much cause for

IPP328L4




thought as they gave Leon. In particular, there is little evidence to date
that our partners have followed our example, guite the contrary.

Secondly, it will be important to ensure that any reduction in state aids
is achieved in a way which does mnot constrain our ability to operate an
affective wegicnal policy. While the objective must be to secure a leval
playing field between member states, we must ensure that we retain the
ability to deal with the problems of those areas in this country which
have suffered from industrial decline and continue to have unacceptable
levels of unemployment.

Thirdly, it will be Important to ensure that due regard is pald to the
distorting effects of other measures which may not formally be state aids
- and which may indeed not even fall within the EC's competence - but
which can have a similar effect. (I have here particularly in mind the
Irish Corporation Tax concessions for manufacturing industry.) There s
no peint in seeking to level the playing field if one of the teams is going
to field 12 players!

In your letter you refer specilically to certain types of subsidy and |
would like to comment briefly on 3 of them

Firat, regional assistance. The continuation of an efllective regional
policy in the United Kingdom iz a matter to which I attach the utmost
importance and [ should find it difficult to agree to anything which
restricted our ability to operate such a policy. Whilst it is arguable thatl
a more level playing field might be desirable in terms of cur ability to
compete effectively for inward investment, we must be fully aware of the
presentational difficulties which would arise - certainly in Scotland - il a

tightening of controls were to result, for example, in a reduction in the
coverage of the assisted areas map.

You have of course now written to me separately about the regional policy
aspects of your proposals and [ shall be replying to that letter shortly.

Secondly, on transport subsidies, you identifiesd British HRail as a special
case. FEqually important, If on a much more modest scale, are the
subsidies my Department provides firstly to both public and private
sector operators in support of shipping services to the remote communities
off the north and west coasts of Scotland, and secondly to Highlands and
Islands Airports Limited, the CAA subsidiary which owns and operntes
8 airports in the Highlands and Islands. These subsidies not only help
to support the fragile economies within these communities but in many
cases they are vital to the maintenance of lifeline services which could not
operate commercially. Any move to withdraw these subsidies would rTun
directly counter to our Manifesto commitment to continue such support.

Finally, on the energy industries, | understand that John Wakeham will
be giving you comments but, for Scottish interests, I am confident that
we can justify the position of the non-nuclear electricity companies which
are about to be privatised.

I am, however, anxious to avoid drawing attention unnecessarily at this
stage to the proposed nuclear arrangements, particularly when the
implicationg of retaining the nuclear power stations in the public sector,
as we announced on 9 November, are still under consideration. While

ter transparency in the energy field generally is to be welcomed in
principle there are certain sensitive areas where congiderable care would

IPPI28L4




need to be taken in presenting any proposals for further action to the
Commission. This strongly emphasises the need for close consultation
with the Departments responsible.

In conclusion, therefore, 1 fully support your aims in bringing forward
thege proposals but consider that we must plan our tactics very carefully
if we ave to ensure that the proposals do not backfire on us and that the
end result is the creation of & playing field which is level both in theory
and in practice. 350 far as regional policy is concerned, I would want
consideration of your proposals to proceed in parallel with congideration
of the guestion of whether the achievement of a level playing field might
also be assisted by some adjustment in the restrictions we impose upon
ourselves. [ agree therefore that officials from the relevant Departments -
ineluding my own - should get together to discuss your proposals with a
view to reporting back to us with detailed recommendations on both the
policies to be pursued and the tactics 1o be employed.

I am copying this letter to the Prime Minister, to members of OD(E), to
Geoffrey Howe, Peter Walker, Peter Broocke, John Wakeham, Cecil
Parkinson and to Sir Robin Butler.

MALCOLM RIFEIND

IPP328L4




THE RT HON JOHN WAKEHAM MP

Department of Energy
1 Palace Streed
London SW1E SHE
01 238 3250

The Rt Hon Nicholas Ridley MP
Secretary of State for Trade
and Industry
Department of Trade & Industry
1 Victoria Street
LONDON
SW1H OET Ef} November 1989

STATE SUBSIDIES IN THE EUROPEAN COMMDNITY _ 1

Thank you for sending me a copy of your letkter of 13 November to
Douglas Hurd.

I welcome your initiative. We have long been conscious of the
malignant effect of state subsidies in other Member States. Indeed we
have persistently identified them as a principal barrier to achieving
the level playing field which must be an integral part of a single

macket.

My officials are writing to yours to provide assistance with the work
you outlined and I, and Department of Energy colleagues, intend to
focus on this problem in public statements. In doing so we will refer
also to the related, insidious practice of providing strategic
marketing information on a discriminatory basis.

I am copying this letter to recipients of yours.
_Iag‘v---u——'n""‘-"'-—:

cﬁrx

JOHN WAKEHAM
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INFU ROUTINE EUROPEAN COMMUNITY POSTS

FRAME ECONOMIC

CHARCELLOR KOHL'S SPEECH : ECONOMIC AMD MONETARY LUNIODN

SUMMARY

1. KOHL SAYS THAT HE _HAS PUT TO MITTERRAND & CONCRETE FROGRAMME OF
WORK WHICH ENVISAGES COMPLETING ACL NECESSARY pggxsxnns BY 19%4. HE
4G LINKED THIS WITH A PROPOSAL FOR INCREASING THE RIGHTS OF THE

o —

EUROPEAN PARLTAMENT. g -

DETAIL
2, EOHL INTERRUPTED THE PREPARED TEXT OF HIS SPEECH TO THE BUNDESTAG
THIS MORNING WITH A SHORT PASSAGE ON ECONOMIC AND MOMETARY UNION.
AFTER REFERRING TO THE AGREEMENT TO BEGIN STAGE I OF EMU ON 1 JULY
1990 TOGETHER WITH THE LIBERALISATION OF CAPITAL MOVEMENTS, HE SAILD
THAT A4 DECISION WOULD BE MEEDED ON HOW TO PROCEED WITH FURTHER
STAGES. HE EI'-'IF'HA.E.ISED THAT THE EUEDPEAH EL'ILIHCI.. IN MADRID HAD
DECICED THAT AN IGC SHOULD BE CALLED AS SOON AS IT HAD BEEN

PROPERLY PREPARED. SINCE THIS WAS A SENSITIVE
ﬁEEh IHUULUIHE THE EUHDESEAHH AND THE STABILITY OF THE CURRENCY,
EVERY STEP WOULD HAVE TO BE CAREFULLY CONSIIDERED IN THE LIGHT OF THE
GOVERNMENT'S RESPONSIBILITY BOTH TOWARDS THE FEQERAL REPUBLIC AND
TOWARDS THE FUTURE OF THE EC. HE SAW IT AS A SUCCESS THAT THE
PREPARATORY WORK SO FAR HAD BEEN BASED ON THE FRG'S OWN PROVEN
STRUCTURE OF MONETARY MANAGEMENT. THE GERMANS WOULD HOLD FAST TO
THIS IN THE YEAR AHEAD IN STRIVING FOR A CONSENSUS ON THE AIMS AND
CONTENT OF EMU BEFORE BEGINNING THE AETUAL NEEDTI#TIUHE ON A TREATY

AHEHDHEHT d F e Tl Y et

3. KOHL SAID THAT HE HAD RECENTLY SUGGESTED A CONCRETE PROGRAMME OF
WORK TO PRESICENT MITTERRAND. HIS AIM WHICH HE SAID HE WANTED
UNDERSTOOD WAS THAT THE HEGUTI&TIEHE AMD NECESSARY PARLIAMENTARY
RATIFICATIONS BY THE MEMBER STATES SHOULD BE COMPLETED IN GOODD TIME
FOR THE NEXT EURDFEAN PARLIAMENTARY ELECTIONS IN 1994. HE WOULD ALSOD
WANT TO DISCUSS IN STRASBOURG HOW THE HIGHTE OF THE EUROPEAN
PARLIAMENT COULD BE EXTENDED. IT WAS OUT OF THE GUESTION TO GO INTO

FPAGE 1
RESTRICTED
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94 ELECTIONS ON THE BASIS OF THE PRESENT RIGHTS OF THE
OFEAN FARLIAMENT, WHICH WERE A LONG WAY BEHIND THE EXPECTATIONS

THE EURDFEAN YOTING -PUBLEC.

COMMENT
L. THIELE (CHANCELLERY) 1S EITHER UNABLE OR UNWILLING TO GIVE
DETAILS OF THE WORK PROGRAMME KOHL SUGGESTED TO MITTERRAND. WE SHALL
PURSUE THIS FURTHER. HE DID NOT DISSENT FROM THE PROPOSITION THAT TO
MEET KOHL'S OWN DEADLINE OF 1994, IT WAS NOT NECESSARY TO CALL AN
INTER-GOVERNMENTAL CONFERENCE IN 1990, NOR TO AGREE TO DO THIS AT
STRASHBOURG. THE PHRASEZ *'IN THE YEAR AHEAD'' (PARA 2 ABOVE) WHICH
HAS BEEN SUBSTITUTED IN THE WRITTEN TRANSCRIPT FCR SOME OTHER
PHRASE, CONWEYS THE TMPRESSION THAT AT STRASBOURG, KOHL WILL GIVE
HIS AGREEMENT TO AN IGC IN 1990. THIS MAY WELL BE HIS INTENTION,
JUST A4S IT MAY ALSC BE DELIBERATE THAT HE HAS NOT COMMITTED HIMSELF
IN TERMS. A CONVERSATION BETWEEN THE MINISTER AND HARTMANN
(CHANCELLERY) THIS MORNING, AND BEFORE DELIVERY OF THE SPEECH.
CONVEYED THE IMPRESSION THAT KOHL'S DECISION DEPENDS UPON WHETHER
(UNSPECIFIED) GERMAN CONDITIONS WERE MET.

5, IT HAS ALWAYS BEEN A PART OF THE GERMAN GOVERKMENT'S POSITION
THAT THEY WANTED TO KNOW THE WHOLE STORY BEFORE EMBARKING. HARTMANN
WARNED THE MINISTER THAT KOHL WOULD RAISE THE POWERS OF THE
PARLIAMENT AT STRASBOURG, HARTMANN ARGUED THAT EMU WOULD BE
DISCREDITED IF EUROPEAN YOTERS CONTINUED TO TREAT THE EUROPEAN
PASLIAMENT WITH THEIR CURRENT DEGREE OF INDIFFERENCE. THE ONLY WAY
TO REMEDY THIS WAS TO INCREASE THE IMPORTANCE OF THE PARLIAMENT BY
INCREASING ITS POWERS AND RESPONSIBILITIES. PROBING REVEALED THAT

GERMAN THINKING HAD GOME NO FURTHER THAN THIS GENERAL PROFPOSITION.

6. IT IS NOT CLEAR WHY KOHL CHOSE TO GO PUBLIC NOW. IT COULD BE
ARGUED THAT HE IS FLYING A KITE TO ASSESS REACTIONS. HE MAY BE
SOFTENING DOMESTIC OPINION UP FOR A DECISIDN. BY SETTING A TARGET
DATE FOR THE END OF THE PROCESS,., HE MAY BE PUTTING PRESSURE OMN THE
FRENCH TO ACQUIESCE IMN HIS WORK PROGRAMME. OR, BY INTRODUCING THE
PARLIAMENTARY FACTOR, HME COULD BE DELIBERATELY QVER LOADING THE
BARQUE. THIS LAST SEEMS LESS PROBABLE THAN THE OTHER HYPOTHESES.
WHICH ARE NOT MUTUALLY EXCLUSIVE. WE SHALL INVESTIGATE FURTHER.

7. FLO PLEASE ADVANCE TO ARTHUR ECD(I), MRS BROWN TREASURY.
ARROWSMITH BANKKE OF ENGLAND

MALLABY

PAGE 2
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2. I welcome your initiltivi.

to tell on State Aida, and it is very much in our ;
intereat to support the Commission in persuading ﬂthirl
to reduce theirs. I am glad that a tough Community
position on subsidies was recently agreed for the GATT
Round .

5 Achieving greater transparency is obviously the
first step in such difficult areas as energy and transport,
where the subsidisers will claim all kinde of justification.

4, In pursuing regional policy subventions, we shall -~ -

SEtate Aids and the Structural Finds - we d8 not want to

provoke renewed Commission concern about additionality.

L I..J- -

T gl

*a 1 aE cupying Lhis minute to ihé.Fripu iiniatur, 3
the members of OD(E), the Lord President,.and, t&_¢h1;=;=_1;£éL;
Eecretaries of State for Wales.. Etﬂtland_m_::-‘-:iﬁ:f;" jl
Ireland, Energy and Transport, and to Sir Robin Butler. : '

(DOUGLAS HURD)
Foereign and Commonwealth Office
ZB November 19895
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TO IMMEDIATE FCO

TELNOQ 1155

OF 2815061 WOVEMBER BG

AND TO IMMEDIATE UKREP BRUSSELS

AND TO ROUTINE EURGCPEAN COMMUNITY POSTS

FRAME ECONOMIC
EURDPEAN DEVELOPMENT EBANK : GERMAN VIEWS

SUMMARY

1. AT THE MEETIMG IN BRUSSELS THE GERMANE WILL TRY TO STEER & MIDDLE
COURSE BETWEEN THE DESIRE OF THE AUSWAERTIGES AMT TO SUPPORT THE
FRENCH PROFOSAL AND THAT OF THE FIKRANCE MIMISTREY TO QUESTION THE
MEED FOR A NEW IWSTITUTION.

DETAIL

2. WE UNDERSTAND THAT THE FRG"'S POSITION FOR THE MEETING IN BRUSSELS
CALLED BY ATTALI WAS CO-ORDINATED AT A MEETING OF OFFICIALS HELD IN
THE FINAMCE MINISTRY ONM 27 MNOVEMBER. THE MEETING BASED ITSELF ON
CHANCELLOR KOHL'S INESTRUCTION THAT THE FREWCH PROPOSAL SHOULD BE
CONSIDERED 'BENEVOLENTLY, CAREFULLY AND THORDUGHLY'. THE
AUSWAERTIGES AMT PLACED MORE EMPHASIS DN "BENEVOLENTLY' WHILE THE
FINANCE MIRNISTRY ATTACHED IMPORTANCE TO CAREFUL CONSIDERATION OF ALL
THE ISSUES, INCLUDING WHETHER A NEW INSTITUTION 15 NEEDED AT ALL.
OUR CONTACTS WITH THE TWO MINISTRIES TODAY SUGGEST THAT THE
CO=0RDINATING MEETING DID NOT FULLY RESOLVYE THIS DIFFERENCE. THE
AUSWAERTIGES AMT 5AY THAT THE GERMAN POSITION WILL BE TO LIVE A
BROAD WELCOME TO THE FRENCH PROPOSAL WHILE ASKING QUESTION ABOUT THE
DETAILS. THE FINANCE MNINISTRY, ON THE OTHER HAMND, STRESS THAT THEIE
POSITION IS CLOSE TD THAT OF THE TREASURY, WITH WHOM THEY HAWE
ALREADY CO-CRDINATED BY TELEPHOMNE: THEY INTEND TO QUESTION THE NEED
FOR A NEW INSTITUTION. BOTH MINISTRIES WILL BE REPRESENTED IN
BRUSSELS (BY VON KYAW AND KOEHLER RESPECTIVELY.)

Z. THE CHANCELLOR'S OFFICE HAVE TOLD WS THAT THEY HAVE NOT BEEN
DIRECTLY INVOLVED 50 FAR. A DECISION ON WHETHER THE TS55UE NEEDS Ta
GO TO CABINET WILL NOT BE TAKEN UNTIL AFTER THE BEUSSELS MEETIMNG.
IT IS THOUGHT UNLIKELY THAT MINISTERE COULD CONSIDER IT THIS WEEK.
ONE PROPOSAL PUT FORWARD UNOFFICIALLY BY A MEMBER OF THE
CHANCELLOR®S STAFF AS & POSSIBLE COMPROMISE WAS TOD SET UP A SPECTAL
BODY UNDER THE AUSPICES OF THE EUROFEAN INVESTMENT BAMK. IT IS NOT

FAGE i
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CLEAR WHETHER THIS PROPOSAL HAS BEEN INCLUDED IN THE GERMAN F"IJSITI’
FOR BRUSSELS

4. PLEASE ADVANCE TO WALL, PRIVATE OFFICE, AND JONES-PARRY ECD(E)

MALLABY

rYry
DISTRIBUTION

MAIN 195

 FREAME ECONOMIC ECD €1)

ADDITIONAL

FRAME

PAGE 2
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FM UKKEEP BERUSSELS

TO DESKERY 280900Z FCO
TELNQ 3735

OF 271925Z NOVEMBER 89

FRAME ECONOMIC
1990 BUDGET : DELOES APPEARANMCE AT PARLIAMEMT'S BUDGETS COMMITTEE

SUMMARY

1. DELORS TODAY TOOK THE UNUSUAL STEP OF APPEARING BEFORE THE
PARLIAMENT 'S BUDGETS fFHHITTEE_ HE SAID THAT THE COMMISSION'S LONG
TERM OBJECTIVES FOR COMMUNITY SPENDING WERE VERY SIMILAR TO THOSE OF

THE FPARLIAMENT, AND THAT THE TwD INSTITUTIONS SHOULD FORM AN
ALLIAHEE T0 PERSUADE THE tuunciL Tﬂ nccEPT A SIGNIFICANT REVISION TO

THE FIMANCIAL PERSPECTIVES FOR 1221 AHE 1992, (WHICH MIGHT HAVE TO
BE RESOLVED AT THE DUSBLIN EUROPEAN CDUHﬁILﬁ AND A RADICAL OVERHAUL
OF COMMUNITY SPENDING BEYOND 1992, BUT HE URGED THE PARLIAMENT WOT
TG START A BATTLE OVER THE 1990 BUDGET, WHICH SHOULD BE ADOPTED IN
DECEMBER,. WITHOUT & REVISION TO THE FINANCIAL PERSPECTIVES. THE

| UNANIMOUS RESPONSE FROM MEP'S WAS TO EXPRESS SUPPORT FOR DELORS'
VIEWS ON 1991 AND EEYOND, BUT TO PRESS FOR AN IMMEDIATE REVISION TO
THE FERSPECTIVS FOR 1990 TO LOVER POLAND AND HUNGARY.

DETAIL

2. APPEARAHNCE BY DELORS, ACCOMPANIED BY BUDGET COMMISSIONER
SCHMIDHUBER, DOMINATED PROCEEDINGS IN PARLIAMENT'S BUDGETS
COMMITTEE. DELORS IDENTIFIER THREE STAGES TN THE COMMUNITY'S
FINANCIAL TIMETABLE:

= DEALIENG WITH UMFORESEEN EXPENDITURE NEEDS, AND POLAND AND HUNGARY
IN PARTICULAR, BOTH IN 1920 AND BEYONWD.

‘T - REVISIONS TC PRIORITIES FOR POLICIES ARISING FROM THE SINGLE
EUROFEAN ACT = AS PRIORITIES DEVELOP THE STRAIGHTJACKET IMPOSED BY
THE CEILINGS IN THE FINANCIAL PERSPECTIVE HAD TO BE RELAXED
SOMEWHAT. - = T g

;g% THE WEED FOR A RADICAL REVIEW OF COMMUNITY EXPENDITURE PRIORITIES
tﬁﬂ THE FERIOD BEYOND 19%2.

¥« THE BEST WAY TD DEAL WITH POLAND AND HUNGARY WAS 10 FUT 300

PAGE 1
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MECU ASIDE FOR AID IN 1990, WITH 200 MECLU FOR FOOD AID: THIS COULD
BE AGREED WITHOUT AN IMMEDIATE REVISION TO THE PERSPECTIVE, WHICH
SHOULD BE LEFT UNTIL SPRING 1990, WHEN IT WOULD BE POSSIBLE TO TAKE
A FIRMER VIEW OF THE OVERALL EMERGING WEEDS OF EASTERN EUROPE, WHICH
MIGHT REQUIRE ADDITIONAL RESOURCES IN 1990. HE URGED THE PARLIAMENT
TO AGREE THE 1990 BUDGET AND TO LEAVE THE MAJOR BATTLE WITH THE
COUNCIL UNTIL THE SPRING 1990 REVISION OF THE FINAMCIAL
FPERSPECTIVES.

L. AS FAR AS THE REVISION OF THE PERSPECTIVES FOR 1991792 DELQORS
SAW THE ENVIRONMENT, THE AUDIO VIBUAL SECTOR,. AND TRANSPORT
INFRASTRUCTURE AS EXAMPLES OF AREAS WHERE ADDITIONAL RESODURCES WERE
NEEDED. BUT HE STRESSED THAT ALL THE INSTITUTIONS WOULD HAVE TO

COMPLY WITH THE SPIHIT DF THE EUDEET DISCI PLIHE DECIEIUHE' BY THIS
=12 WEVISION 10 THE PERSPECTIVES
SHOULD NOT INVOLVE AN INCREASE IN THE OVERALL CEILING FOR
EHFEHQEIPRE. HE NOTED THAT HE HAD RAISED, AT THE INFORMAL FOREIGN
AFFAIRS COUNCIL, THE FOSSIBILITY OF GREATER FLEXIBILITY BETWEEN
CATEGDRIES OF THE PERSPECTIWES, BUT HAD GQOT A NEGATIVE RESPONSE.

5. DELORS THEN SEKETCHED OUT & TENTATIVE AGENDA FOR BUDGET
DISCIPLINE BEYDND 19%2. THE OVERALL FOCUS MUST BE ON THE BALANCE
BETWEEN THE CAP AND THE REST OF THE BUDGET. AND THE RESULTS OF CAP
HEFUHH WOULED HhUE 10 BE PUT IN THE BUDGETARY BALANCE. IT WOULD ALSD
) BE NECESSARY TO REVIEW FREGE'ES IN THE STRUCTURAL FUNDS, TO SEE

FIWHETHEH FURTHER EFFORTS WERE NEEDED ON RESEARCH AND DEUELUFHEHT T

~LOUK AT THE COMMUNITY'S COMMITMENTS TO THE OUTSIDE WORLD (NOT

JEXCLUSIVELY EASTERN EUROPE) AND TO LOOK AT OTHER INTERMAL POLICY
PRICRITIES. THESE MEGOTIATIONS WOULD BE JUST A4S DIFFICULT AS THOSE
IN 19E8.

6. SCHMIDHUBER MADE A SHORT INTERVENTION IN WHICH HE EXPLAINED
THAT THE COMMISSION HAD PUT FORWARD A PACKAGE OF 200 MECU FOR POLAND
AND HUNGARY BECAUSE THAT WAS THE BEST OPTION AT THE TIME, BUT THAT
O BEHALF 0OF THE COMMISSION, HE COULD SAY THAT 1T WAS FREPARER TD
MAKE ITS CONTRIBUTION TO FINDING A SOLUTION TO THE DIFFERENCE OF
VIEW BETWEEN THE COUMNCIL AND THE PARLIAMENT ON THE 1990 BUDGET, BUT
ANY SUCH CONTRIBUTIONW MUST ENSURE THE EARLY ADOPTICN OF THE 1%%0
BUDGET. THE COMMISSION STILL HACD GODD REASON TO HOLD BACK OMN AN
ARTICLE 12 REVISION, "AT THIS STAGE IN THE BUDGET PROCEDURE®" (WITH
THE CLEAR IMFPLICATION THAT SUCH A REVISION MIGHT BE APPROPRIATE
BEFORE THE END OF THE BUDGET PROCEDURE). BUT THE COMMISSION BELIEVED
THAT, SINCE THE SITUATION IN EASTERN EURDPE WAS IN A STATE OF FLUX,.
IT WOULD BE EBETTER TO WAIT UNTIL FEBRUARY TO ASSESS THE BUDGETARY
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As part of the preparations for Strasbourg, I have approved
the attached paper on Single Market strategy, which has
already been discussed inter-Departmentally at official level.
Paragraphs 1-3 and 18 and 19 summarise the main conclusions
and recommendations and I do not think I need repeat them.

The Internal Market Council which I attended on 23 November
showad that it may, in the end, be possible to maintain the
programme’'s momentum under a French Presidency which has,
until recently, rather neglected day-to-day business in this
area. It also showed, on a number of items - particularly
life insurance - that we can continue to take the high ground
at Strasbourg as the member state which is most prepared to
live up to the commitment to a genuinely open Single Market.

I therefore welcome Sir David Hannay's idea of a UK-inspired
'package’ for the December IMC, which could be given
endorsement at Strasbourg (in addition to the usual list of
priorities for next year). As he says, this will help to
underline the continuing priority of the Single Market
programme, and give us a very useful platform at Strasbourg.
I support the proposal that you should raise the idea at tha
Foreign Affairs Council. Our officials should then keep
closely in touch on the details.

I am copying this letter to the Prime Minister, other OD(E)
members, Sir Robin Butler and Sir David Hannay.




CONFIDENTIAL

UK _STRATEGY ON THE SINGLE EUROPEAN MARKET

Memorandum by the Secretary of State for Trade and Industry

SUMMARY

1 This paper provides an assessment of pProgress so far
under the French Presidency on Single Market igsues; looks
forward to likely developments under the Irish and Italian
Fresidencies; and suggests priorities for which we should seek
endorsement at the Strasbourg Summit.

2, The Single Market must remain our top internal EC
priority. Our markets are already open and derequlated ; it
is strongly in our economic interests that other member states
open thelr markets similarly. This can only be achieved by
action at EC level. It is also in our political interest to
show that the UK leads the way on this key aspeact of EC
policy, success in which is a precondition for progress in the
economic and social areas. The paper concludss that, despite
same slowing down under the French Presidency, the Programme
remains on track. We continue to win the main policy battles
for liberalisation and against protectionism or excessive
harmonisation. The next 18 months will however be crucial

we need concluslons from the Strashourg Summit which provide
firm pointere for the priorities ahead,

3. As the legislative work is completed at EC level, wa will
need to pay more and more attention to the need for fair and
aeffective enforcement of, and compliance with, EC rules across
the member states. This is not just a guestion of eliminating
remaining diseriminatory practices, but alspo of tackling
subsidies which distort competition. In both areas we will
have to rely heavily on the Commission - they are keen to
increase their activities here, and I intend to give them
EVEry support.

ASSECSMENT OF THE FRENCH PRESIDENCY

4. In his paper OD({E)}(89)14, discussed by the Committee on
16 June, my predecessor warned of a dangerous assumption in
other member states that the Single Market was now 'acquis’',

and that political attention - particularly under the French
Presidency - would be diverted to longer term issues i.e. EMU
and the social dimension. He also noted that ths UK vision of
the way the Single Market should develop =till held the

field - but was under some counter-attack from the more
regulatory-minded member states,




= | These warnings have been borne out by events. The French
Fresidency has indeed devoted virtually all its high-level
political attention to the Social Charter and EMUJ. On the
Single Market, their count of agreed measures looks likely to
be comparatively meagre. So far, they have achieved agreement
on only one significant measure - the Broadcasting Directive.
After the IMC on 23 November, they now have a very good chance
aof reaching a deal on the Mergar Control Hegulation and have
got agreement on the technical aspects of the Rights of
Residence proposals. They have also made good progress on
public procurement in the excluded sectors, though a common
position by the end of the year may elude them. The same may
be true on testing and certification. In the financial
sarvices area, they may get a palitical dgreement on the Life
Insurance Directive, but are no longer pressing hard on
Takeowvers. They have however dragged their feet on Investment
Services, an important UK priority. They have also made
useful and welcome progress on technical aspects of indirect
tax. On direct tax, our arguments against an EC witholding
tax have prevailed although agreement has Yet to be reached
(because of Luxembourg's opposition) to alternative proposals
on mutual assistance, Finally on frontier controlg over
people, they can take credit for the solid work thaey have
launched, though conclusions are still distant. If most of
these reach some sort of conclusion by the end of the year,
they will legitimately be able to claim that they have
achieved a good result in terms of quality if not quantity.
Annex A gives a fuller assessmant.

6. On some other issues, the Presidency has gona out of its
way to sabotage an open markets approach. This is
particularly true on liberalisation of telecommunications
services, and of road haulage cabotage (despite the fact that
this latter issue was singled out as a priority by the Madrid
Summit). On cabotage, at least, they now seem to have
realised that they have pushed their luck toco far and may yet
achieve agreement on a useful liberalisation measure. But on
telecommunications, their manceuvring is likely to continue up
to the 7 Dacember Council. So far the Commission and &
liberal alliance led by the UK have stood firm,

s Some dogs have not barked very loudly. The Presidency
have not made much progress on thair efforts to get the food
quality issue, with its protectionist undertones, back on the
agenda; and though they have made a lot of political noise
about congumer protection, their actions have (with the
possible exception of product safety) been fairly harmless.
(Indeed, in their anxiety to show some sort of progress, they
have been willing to make some significant concessions €.g. on
package travel and in the reference tc food guality in the
resolution on consumer policy). Finally, French efforts to
strass the external dimensigpg in an unhelpful way have also
made little headway.




8. The picture then is mixed. Not all the slackening of
Progress can be laid at the Fresidency's doer. The successful
Spanish Presidency had swept up moet of the Single Market
measures ripe for agreement, and the more difficult issues in
the Single Market programme have been left to the end for
decisicn. But a lot of the damage on their Presidency 1=
self-inflicted: indifferant chairmanship, breaking of Council
rules of procedure, pursuit of pet projects. However, they
have organised a weighty programme of work: there are still B
weeks of their Presidency left: and the Pace is now
perceptibly quickening.

q. Given that real progress has been slow, it is difficult
to comment on whether the broad poliey thrust has changed. On
the whole, I think not. The Cemmission - particularly Leon
Brittan and Martin Bangemann - have continued to give strong
support to the open-market, deregulatory dpproach. And we
have continued to win some significant victories:

further watering down of the effect of tha quotas in
the Broadcasting Directive

Council agreement to an approach vary like our own
on the mechanics of dealing with indirect tax

growing recognition that the public purchasing
Directive must not impocse new burdens on genuinely

competitive business

10. On the other hand, the French have been more prone than
most recent Presidencies to gesture politics, te which they
have given specious Single Market legitimacy. Examples
include an unnecessary but harmless resolution on
distribution; a lot of activity on co-ocparatives: the gtress
on consumer protection, mentioned above: and an ambitious
effort on infrastructure networks. These have been mostly
harmless, though they have wasted time. Fortunately,
discussion of their possibly expensive initiative on
infrastructure has bepn crowded ocut - but we are likely to
hear mora of this next year and possibly at Strasbourg.

CURRENT POSITION ON THE SINGLE MARKET

11. The real cause for concern is therefore not 80 much in
the policy content, but in the slackening of progress. Over
3U0% of the White Paper programme has now been agreed and over
90% of the programme has now been put forward by the
Commission. Work on technical barriers to trade and - to a
lesser extent - on financial services, remains on track {with
the exception of insurance). But much remains to be done on
other key issues such as transport and plant and animal
health. Forthcoming Presidencies will need a mors singla-
minded attention to the detail of these issues than the French
have shown if the




programme is to be substantially completed over the next 1B
months - 2 years (necessary if the programme ies to be in force
by end - 1992).

12. This raises the further point of implementation of Single
Market measures. In August the Commission brought out a
report on progress on this. They concluded in rather alarmist
manner that only 7 of the A8 measures which should have been
implemented by mid 1989 had in fact been implemented. We came
out rather well in the member states' laague table on this
issue, with 57 out of the 68 measures implemented. Howawver,
further analysis showed that the Commission's figures were out
of date. We discovered that the UK had in fact implemented
all but 3 of the measures and we suspect that other member
states also have a better record than the Commission credit
them with. (It is worth noting here that this mis-recording
was partly our own fault for not notifying some implemented
measures to the Commission). It is useful that the Commission
have elevated implementation to political level, as a reminder
to the lese punctilicus member states. Further reports will
be produced at six-monthly intervals. Our good record on
implementation is invaluable in rebutting suggestions that we
are not good Europeans, and it is important that Departments
keep up the good record.

13. Implementation is not, of course, just a matter of
transposing EC legislation into national law. In the
standards area a major task lies ahead for the European

standards bodies in drawing up European standards to
supplement the New Approach Directives. More generally, it is
vital that legislation is not just implemented, hut fairly and
effectively enforced. I intend to monitor this aspect more
closely in future, and to tackle cases of non=-compl i ance
vigorously. In minor cases this can be done bilaterally, But
I will invoke Commission support and action whenever
necessary. In selected cases, we may also wish to stoke up
concern in the European Parliament, which, on the whole, is a
good ally on enforcement and compliance issues. I also intend
to support the Commission more actively in its drive to reduce
state subsidies. Leon Brittan is pressing hard to tackle
existing subsidies in argas like nationalised industries and
state holding companies. We should give him full support.

FUTURE PRIORITIES

l14. The next 1B months or so are therefore crucial to the
success of the whole Single Market initiative. Infortunately,
the two Presidencies ahead may not, for different reasons, be
equal to the task. The Irish, in the first half of the VBAr,
will be sympathetic to most of our concerns and anxious to
Press On wWith liberalisation in some key areas - particularly
fransport. It is fortunate that it will fall to them to deal
with the major second air transport package, and we hope we
Can persuade them to tackle liberalisation of passenger road
transport.




largely share our views on frontiers and on company law
issues, although they envisage an ambitiocus programme of wark
on the European Company Statute. They seem somawhat
overwhelmed with the prospects on financial servi

they are keen on life insurance liberalisation)., We will have
to press them guite hard to get on with the Investment Bervice
Directive (though fortunately, the Italians may be helpful on
this too). But their instincts should be in the right place.
This should also be true on public procurement where they can
expect to achieve adoption of the excluded sectors Directive,
and to start work on compliance in these sectors and perhaps
services. They are, however, anxious to see the French
Presidency solve the problem of teleacommunications
liberalisation. All this demonstrates that the real prablam
they will face is one of resources. We will need to ancourage
them to focus their efforts on the real key issues, and to
give them all the help we can in pursuing these.

Nevertheless, their Pregidency is a real window of
opportunity, and we must take maximum advantage of it.

15. The Italian Presidency is more likely to feel like a re-
run of the French. The Single Market is likely to be fairly
low on their list of priorities, and their instincts on many
of the major issues will be opposite ta ours. We are likely
therefore to want to play for time on some of the outstanding
questions, leaving them to the safer hands of the subseguent
‘Liberal Northerner' Presidencies. Of course this may be too
gloomy. The Italians will not want to be blamed for slowing
the mementum., If they do not go slow then neithaer should wa -
provided they are guing in the right direction.

OUTLOOK FOR THE STRASBOURG SUMMIT

16. The Single Market will not be a major item on the agenda
of this Summit. The spotlight will be on the Secial Charter
and EMU, and on developments in East Europe. Neverthaless, we
will want to point out that a precondition for progress in all
three of these areas is successful completion of the Single
Market. This remains the underpinning for social progress -
particularly job creation;: it is a central part of Stage 1 of
Delors; and it is partly what attracts the Fast Europeans (and
certainly the EFTA countries) to develop closer relations with
the EC. It must remain the Community's top priority.

17. 11t has become a tradition for European Summits to produce
in their conclusions a set of priorities for future work on
the Single Market. These are useful in guilding future work
and can be used against difficult Presidencies. The
pPriorities agreed at the Madrid Summit ware public
procurement, technical standards, financial services and
transport (especially cabatage). Progress on the first two

has been satisfactory under the French Presidency. But the
other two should certainly be reaffirmed now. In particular,
we should press for explicit references ta liberalisation of

insurance and investment services and to air and road




passenger transpeort and cabotage. More broadly, we should
press for a recognition that effective and timely
implementation and enforcement is essential to success of the
Single Market programme., and that a genuine Single Market will
not ba created unless distortions arigsing from state subsidies
are tackled vigorously,

CONCLUSIONS AND RECOMMENDATIONS

88

1] The French Presidency has been something of a
disappointment on Single Market issues - though they still
have a chance of claiming real Progress in gqualitative terms.

[f{) The programme remains on track in terms of policy
content, but will be perceived as beginning to slip behind if
the French do not secure agresment on their main targets.

iii) The Irish Presidency offers a real window of opportunity,
whereas the lower priority likely to be accorded the Single
Market by Italy may be a blessing in disguise,

19. I therefore recommend that we should:

i) emphasize at the Summit the need to continus to give top
Priocrity to the Single Market, as the essential underpinning
for future progress in the Community.

ii) Warn that our credibility will be at stake if we do not
make significant progress over the next year and argue for
specific references in the conclusions to insurance,
investment services, transport (particularly air and road
Passenger transport and cabotage), state aids and
implementation and enforcement.,

iii} Maintain close contacts, at Ministerial and pfficial
level, with the incoming Irish Presidency, and devalop
contacts with the Italians. As both will rely fairly heavily
on the Commission, we must also keep up our already close
relations with key Commissioners (especially Bangemann and
Brittan) and their services.

iv) Continue to work for a Single Market based on the themes
of deregulation, open competition and subsidiarity,
emphasising that these make economic and palitical sense, and
that this is the only way, in practice, in which pProgress can
be make. :

v) Continue to ensure that our own record on implementation,
enforcement and compliance remains one of the best, =o
strengthening our hand against the backsliding of others.

vi) Continue to emphasise, in our domestic presentation that




the Single Market is a highly positive development in EC
policy; that we are in the lead on it: and that British
business must be prepared for it - and not be diverted by the

controversy over othaer EC issues.

vii) Review progress at official level in early 1590.
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ANNEK A
SINGLE MARKET: MAIN ISSUES IN 1990,/91
1) MADRID PRIORITIES

a) Standards: most of the major standards directives are now
agreed. The main current issue is testing and certification,
which should be agreed in the French Presidency. The weighing
machine directive has now been agreed, and gas appliance
directives should follow by the end ofthe year. In the health
dared, agreement is expected on active implantables, the first
of the medical devices directives.

b} Public procurement: the French aim to get a common position
on the excluded sectors directive. Good Progress has baen
made, but there are still a large number of technical points
to be settled. The UK will benefit from getting a common
position, provided idissues of reciprocity and coverage are
cleared up. Future work is likely to focus on a Services

Directive and a directive on compliance in the excluded
sectors.

c) Financial services: the French have done little to push the
Investment Services directive, which is a UK priority, though
they have recently agreed to hold meetings on it in return for
UK co-operation on tax on savings. The Irish appeared unaware
of its importance till recently, and we will need to push
them. Fortunately, the Italians have similar intereste to ours
herea {(ensuring a level playing field with the German univarsal
banks), so that final adoption by the end of 1990 should be
dchievable. The UK would also like to seas early progress on
the associated Capital Adequacy Directiva, which the
Commission intends to put to the Council in January. The
French have made reasonable progress on the Lifa Services
Directive, which should be agreed under their Presidency, but,
a8 the European Parliament have not yat begun woark on their
opinion, the most that may be securad by December is a
political agreement. Howevar, we are still a leng way from a
genuinely open insurance market. Further proposals from the
Commission are needed on group life services; a "mass risks”
directive to 1liberalise tha market in non-life services: and a
directive to do the same for life services, Again, the
Italians are unlikely to be halpful, but in view of Garman
intransigence on this issue, a realistic aim would be for a
start under the Irish Presidency, to be followed by
substantive progress under the Luxembourg and Netherlands
Fresidencies in 1991.

The French have put a lot of effort into the Mergers
Eegqularion and now look likely to secure agreement. Thay have
abandoned hope of agreement on the Takecvers Directive, which
gives us a useful breathing space to try to get the proposal
right. Barriers to takeover, and the NOvember IMC conclusions
commit the Commission to producing proposals on this by naxt
Spring. We will not have many allies in forthcomng
Prasidencies and will have to continue to make most of the
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running ourselves. The Commission have informally suggested
splitting the 5th Company Law Directive to makae progress on
this issue. This has both attractions and dangers, depending
on how the worker participation issue would be handled.

d) Intellectusl property: the French have callad a conferenca
in December on the Community Fatent Convention. The Spanish
are using their ratification of the CPC as a3 bargaining chip
for their bid for Madrid to be the sita of the Community Trade
Mark Office. The Irish may ba in a better position to make
progress on the CTMO than the French, although Dublin remains
on the table. Agreement may be reached on the protection of
computer scftware under the French Presidency.

e} Transport: both the French and the Italiang belong in the
rastrictive camp on transport. On road haulage cabotage the
French originally tried to suppress a reasonable Spanish
proposal in favour of their own more restrictive "compromisa”.
More recently the French have started to show greater
sensitivity to the wishes of the majority, and an agreament on
road haulage cabotage is now possible. On shipping, they again
started by playing up the restrictive elements of the Pogitive
Measures for Shipping, but the recent package of proposals
seleacted for political discussion is in general haelpful to us.
There has been little progress on a second liberalising
package on air transport: develcopment of Civil Aviation in the
Community. We should be looking for substantial Progress
undar the Irish Fresidency, who can be expected to be
sympathetic to our concerns.

OTHER UK PRIORITIES

£} State Aidg: not strictly part of the Single Market
programme, but the UK will want to give full support to Sir
Leon Brittan's efforts to tackle existing subsidies ana
control new cnes. He has indicated that his priorities will ha
general investment aids and naticnalised industries.

g) Food law: directives on nutrition, labelling and possibly
foocd irradiation are expected to be agread under the French
Presidency. Despite the fact that the major framework
directives have been agreed, a number of important measures
are still to be tabled - e.g. on guantitative daclaration of
ingredients, claims, novel foods, food hygiena, as wall as a
considerable wvolume of secondary legiglation. We are pressing
the Irish Presidency to keep up the momentum on food law.

h) Telecommunications: the Commission have on the table an

Article 90 directive on liberalising the European
telecommunications services market, and one on gn Network

Provision. The Article 90 directive is controversial, as it
allows the Commission to act under their own initiative. The
French and the Italians fall into the restrictive camp on this
issue. The French Presidency have mounted a concerted campaign
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dgainst the Article 90 directive, breaking the Council rules
of procedure in the process. The key date of April 1990. when
the Commission have said they will implement the Article 90
directive if agreement is not reached on ONP, falls under the
Irish Fresidency. Wa should aim for PIOgQrass arn
telecommunications under the Irish, as the ltalians are likely
to take a similarly unhelpful line to the French. But the
Irish are keen to avaid this hot potato.

OTHER MEASURES

L} Tax: useful progress on broad outlines of VAT and excise
technical proceduras after 1992. Agreement was reached under
the French Presidency that VAT should for a limited period
continue to be collected according to the "degtination
principle" as opposed to the "origin principle", as the UK had
consistently argued. Agreement also that commercial movement
of excise goods should take place undar a duty-suspension
ragime. On the substance of tax approximation, the French
Presidency are still pushing for an overall agreement in 1989,
though the odds are probably against them. Some Progress can
be expected uder the Irish, but probably more on technical
issues than on tax and duty rates.

In the field of direct tazation, we have S88n our arguments on
the Community withholding tax have prevailed. We have been
able +to ce-operate in formulating mutual assistance proposals
which would have safeguarded all the UK's main interests, but
met the anxieties of France about the effects of the capital
liberalisation directive. These proposals also had some value
in their own right. Largely owing to Luxembourg's opposition,
these are stymied at present. The Presidency has threatened to
raise the failure to reach agreement at the Strasbourg summit,
although some discount the poesibility. In return for our
SuppoIt on the mutual assistance igsue, the French are to halp
by scheduling meetings on the Investment Services directive, a
UK priority.

i) Animal and plant health: progress depends on the Commission
producing a coherent set of proposals. Likely to come to a
head in 1991 rather than 1990, The veterinary checks directive
may be agreed under the French Presidency.

k) Free movement of peocple: the Co-ordinators' Group will be
reporting at Strasbourg on Progress since Madrid. The French
Presidency will report progress on their recent initiative to
improve co-ordination and effectiveness in the fight against
drugs, and will be able to note agreement on pclica eo-
cparation in the Trevi forum {(a Declaration is expacted to be

announced at a Trevi Ministerial on 15 Decembar). The French

FPresidency have succeaded in distilling and putting onto paper
the complex and sensitive issues which need to be discussed
over the next two Presidencies at least. Overall, prcgress is
expected to be slow in this difficult area.

1) European Company Statute: the French intend debate at
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political level on the worker participation elements, to which
the UK is opposed. The Irish are Preparing a heavy programme

of work on the detailed company law elements, which may
stretch beyond the Irish Presidency. This sits rather oddly
with their lack of enthusiasm for the Statute, but is at least
battar +than tackling the "political" elements first. Tha
slower things go, the better for us.

m) Pharmaceuticals: Commission proposals are imminent on =iz
measures: defining arrangements for a Community licensing
system; warehousing; advertising: classification of
pharmaceuticals into OTC and prescribed items: patents; and
patient information. There will be further consultation on
some of these before proposals are made to the Council and
submigsion is likely to be delayed until March.

n) Consumer issyeg: not a UK priority. The regulatory
instincts of the Consumer Services in the Commission clash
with the UK approach to consumer matters, The French will
probably achieve a common position agreemant on package
travel, and will press hard for fastar progress on the product
safety directive. This will fall to the Irish to complete.

o) Broadcasting: the French achievad agreement on the Trans-
frontier Broadcasting Directive. The Audio-visual ‘"assises”
in Paris in Octeber endorsed a number of mneasures to
strengthen Europe's film and television Programme-making
industries, including an audio-visual EUREKA framework. The
French are likely to seek European Council endorsement faor
these actvities in Strasbourg. The Commission will piteh for |a
Community programme of 250 mecu to carry the work forward.
This would cause difficulties for the UK.

P) Rights of Residence: the French are optimistic that
Agreamant will be reached under their Presidency on the three
directives for students, pensioners and other economically
inactive persons. All the technical issuss have bean cleared
up, but questions of legal base and competence remain.

q) Mutual Recognition of Qualifications: negotiations on the

second diplomas directive, designed to extend the mutual
recognition of professional gqualifications, have startad under
the French. The Irish Fresidency should be helpful. UK
supports the principles behind the directiva, but has
difficulty with some points of detail. The Commission are
hoping for agreement under the Irish Presidency, but this is
unrealistic. It is not clear which of the future Presidencies
would be most helpful to our econcerns: none have the same
approach as us to vocational qualifications,
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SOCIAL CHARTER : MIMIMOM WAGES

Brian Griffiths passed to the Prime: Minlster this morning,
for possible reference in the PANORAMA interview, Patrick

Minford's note which has just been published.

= e —

To complete the picture, he suggested the Prime Minister

may also care to sge a recent article in the FINAKNCIAL TIMES

by Richard Layard on the same subiject, I anything, it

is even bolder in its heostility to minimum wages. And

Layard is certainly not right-wing.

J— = =

It should be noted that a statutory minimum wage 12 oW

Labour Party polievy. In its Action Programme, the

Commission calls only for a non-binding Council

Recommendation on the subject, but there will be pressure

to toughen this up, not least Erom the language of the Social
Charter itself.

One other piece of ammunition against the Social] Charter
has just come to light. The moet wcontenticous part of it
= thHe rFight o atrike and the Tight o collective
bargaining - has aﬂt clause for the armed forces,

the police amd the givil servioce, (This 15 ‘mainly because

—

it is illegal in Germany for civil servants to strike.)

But in France and Germany, the range of the "givil service"
L e—
iz much wider than hare. For example, it includes all

L S

: T ; : T
workers in telecommunications and in France, I believe,
e

teachers. Thus the obligations proposed in this part of

o m——
the Charter would, if accepted by us, be of much wider effect
in the UK where virtually all the public sector is not civil
e mmmE

service. A small but telling illustration of an unlevel
e — :
playing field.

Vo Ml

JOHN MILLS
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Minimum wages

A cautionary tale
of north and south

the northernm US cam-
paigned for equal wages
far gouthern workers. Hed they
suoceeded, the industrial Hlos
soming of the south weuld
have been nlpped in the bud.
Today, most northern Eure
pean countries EUP port
“ypward harmonisatlon” of
wages in the rest of Eurcpe. I
thit happens, the industrisl
bloesotiing of the Buropesn
south will [fkewise be blighted.
Yot this is the Implication of
the Europesn Community's
Socizl Charter. In this context,
Britain {3 part of the south,
The situation is made worse
by the threat of an EC dires-
wages. Warse
gtill, the British Labour Party
has mow been eomverted to a
statutosy minimum wage (of
Enc-—ha'.r miels median Ernings,

i ;

EpHinge o this kind could
have @ devasiating efiect on
the employment of le=s-ckilied
people. Countless studies show
the effect of wages on employ-
ment. The most compalling col-
lection &5 that done for the US
Minlmum Wage Study Com-
mission, Of course, mob every
giudy there found ihe same
effect, but most evidence
painted in the same direction.
"Mha conalusions ¢of the various
gtudies were found to be
anconnected with the, politicel
apinions of the authbrs.

E iz absurd to essert that
competitiveness matters (a8 all
do) and then to pretend that
anly the productivity element

I n the 159508, trade untons i

| in eompetitivensss matlecs,

and not the element of labour
posts, Bulb éven more sarions
than the average wage is the
siructure of wagas hnical
change Is moving rapldly

t the less skilled work-
p=s. Bo lorg 88 we have unskil-
ied workers, the only way they
will remain in work is if their
pelative weges adjust. It s hor-
ritle 1o see the fall in unskilled
ralative wages both in the TS
and in Britaln, bot without it
unemployment could oot have
Falien as it has In both these

eountries. Indecd, there may .

well be a cormection between
continusd high unemployment
in conbinental Evrope and the
rigidity of relative wages in
those coantries. Ly T

Advosates of a- stetubory
minimum wage for Britain
point to the existence of uni-

By Richard Layard

versal minimum wages in Bel-
gium, Holland, France and
Spain, But have they looked at
unemployment in those coun-
trigs, especially of women and
young peaple? 1{[1 Belgiwm, Hol-
lznd and France, the minisom
wage is, In fact, at Labour's
target lewvel (fwo-thicds). By
contrast, the US and Japanese
minimum wages are about
onedhird of the averags wags,
and ks affect the job cppartu:
nities of many fewer people.

There s only one major epi-
gade in British history that
aﬁpears to deny that wages
alect employment. This is the
Equal Pay Act. In 19748, the
relative wages of Wimen roac
by 15 per cent, and the relative
employment of women in each
industry was spparently unaf
fected, Howover, another mea-
sure was introduced at fhe
garpe time. This was the Sex
Diserimination Act, which out
lawed discrimination by geone
der in employment. The Act
tended to raise the relative job
opportunities for women, off-
setting the megatlve effect of
equal pay.

There sra of courie codairies
wheps pay is much more pguel
than in Britain and yet wnem-
ploymant |5 lower. Sweden Is
the clearest example. But there
magsive resources have been
devated to raising the skill lev-
als of the Jess able, and further
majer efforts are mads to help

the unemplngnd.. In conse-

1% per cent. When we have
devoted the same resources (o
redieing unemployment and
have got unemployment down
ko Swedish levels, we might
begin to think about wage
egualisation. But it would be
gillte unfair to the gremplayed
il we did so before then.

Of course, there are those
who say that unemployment
does nat matter. If people can-
pot be employed at & reascne
shle wage, they say, it is better
that they be unemployed, Lv-
ing on henefit. This anpument
{5 misleading on at least four
groainds,

First, it involves ecopomic
waste, Second, it ovarlooks the
gfTect of 4 person's self
of & prolonged job search while
neing dependent on benefits. It
is Bad for people to be In &
markst ~where Jobs are
rationed. In a healthy society,
the worker does the employer

t|:|-.1|t1'|r:|==. unempioyment 15 only

as big & favour by working for
him - as the emplover does by
providing a jeb. Third, It
assumeas thak the same peopls
remain en low Wages indefi-
pitely, while in fact there Is
gubstantial mobility.

Fourth, and most serious, it
greatly exaggerates the rela-
Hon between poverty and low

pay. This is because a parson’s —

povarty depends on the earo-
ings of all family members il
ative to the family's size. Thus,
it does not necessarily follow
fhat the families of the low
peid are poor, Mefther is the
reversa frde. f

. Suppose, for example, that
we deline a2 working poor
those workers whose families
are in the bottom 10 per cent of
income per {emily member,
And we deflne as low-paid
thaose workers in the boitom 10
per cent of hourly earnings.
What is the overigp betwesn
these two groups? Very little,
Omly ong in fve of the workdng
poor are low-paid, and vice

YVETEE. b

It follown that redacing low
pay will have quite gmmall
effects on the overall distribu-
tion of income, Some poat ped-

le will gain, but some will
pge through increxsed unem-
ployment.

Poverty has to be attacked
by fscal measares and not by
g minimum wage, Which will
leave it largely untouched.
Thers hss to B¢ & much mare

- penerous Family Credit. Fur

thermare, the take-up of Fam-
fly Crodit has to be made uni-
versal through an adtomatic
system of taxes and beneflls
paid throtgh the wags packes.

Thiose who advocats a mini-
pum wage point out that
many ent':hplug.-m favour it Of
course they do. But which
employers? Thoss wha favour
It are operating with a skilled
warkforee and would gin by
eliminating “unfair competi-
tion" from those who give jobs
to the unskilled This is the
game problem as the US north-
erners who wers happy o ellm-
jmate *“unfalr competition”

Any warm-hearted person 15
bound to favour minimum
wages until he thinks af all
thelr effects. There is yot tme
ko think these through

The guthar &5 Projessor of
Ecomomics in the London Schoo!
af Boanmnics
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A national minimum wage

Thes governmend has done more then 2oy snee the magens
reveiuion (o moreiss dEPENGENCY oN MEE SUPPULL S praps in
nrck. ¥et ihese peophe £30ikd B have s tern o the 1SS Jot
submistence. 13 should be il cesponsibilizy of the emplover and noce
i8¢ raxpayer 10 pay & decent warking 'wage

Liovw wages ape nog sfficieni — s the Cormservatives mighit claim
— bant ineffectens. They encovrage =mplovess Lo compere by caiting
casks pather than By impeoving the qualiny of the goods ey produce
or the gkills of the peaple they emples. This undermines our
compeiiiveness and redoces sandands in indusire o che lowest
commoen denomimasor

A parional minTmam wage i not anly vieal w our soenomic
performance. It 15 a ey "patiway oo of pavesty . Thrge-quamers
af the o paibd ase wartsen. Etfinic monenties. peogle with
desahilizies and other groups deadvenmeed in the labour rsarkes are
dispropariemalely bound smeap 1he low paid, Combuned with
prilicses v promane equal eppemibnitic: and equal pay ond breaking
[T WOATEN | B eprezation m low pand wnder veloed
emmplovmEnt. & miniman wage ks an Emporiant messare for
redueng renmamas mequbiny.

Surme emplovers. ard the government itself. have made absurd
claims about the [desv effec nf B nenoma] mimimum sags. Their
ihmeai of higher prices and Inst mbs are remaniscent of b
introduction of the Equal Pay Ao, when mamy emplovers argued
thar rassing women's wigges winslid mean reducing the number o
women's obs. The reverse has happenad: mnst of 1he jobs created
ir 1he bast rem vesrs have m Gt been aken by woimen, In France,
an OECE snudhy foand that. aller sevetal vears., The minimum wage
i el no sigmificani effect om wage inflation or unempleymeni,
sven (heugh 4 had bees regulorly upreted by mare Chan dlaoon

Feaisimp low-paid workers' wages woald nor poby be relaimelys
cheap. Tt would atse have beneficial sconomic etfeces. Unlike
highlv-paid workess, who spend A lares parn of 1oy exma inoome on
[enigm smports. bore-pabed warkers spand 3 e hagher propanion af
Uneir income oo hotsing . hesting. transpar and simlar iems
wliick invobve 11t of no foreign smporis, Raaieg the incomes of
paorer famalies i3 part of our ermegy foc 2 more BalENReS eoonomy.

Labovar will mirsdude 3 packnal Sarulory MEnUETEm wage
starring ot a level of 5% of male mediin earnings- eguivalent w
£ B0 per hoar (inc PR terme | T hes sorimg e 8 561 & jusi
oYer UhE snisimomm rales 260 by Weges Councils 1n Brain s mwes
paving induseries, Eves at thas icvel, the minimum wage will nave 2
major Empact ue poveriy pav- Some 4 million emploves. — s af
Them wamen — will direcily benedit drotn s meradeivs F

Clur aim i& to fiese fow wages in Briin e o betier sandard— &
(el clomer o thee Conncil of Burope's “dovency threshold™ for pes
T thay endl we willl inéreise fhe minimum wage oer Hme &5 o
proparton of earnings with the obseriive thi the fows-pasd
worker will receive an hourk mbe non less than wwo-tkards o7 1har
vecemved by the male medun fuli-ime worker R

Thes ingtscm el mEnimutn wase Wggether with: faarer cacds - M alonsl
Iesumance. Housing Bensfic and incrvases (o Child Rensit will
work m spring some of Briain’s poorest famibics from the poverty
trap

W'e beliewe tha in the longer e e ooy salution o the
poverty irkp will be the preaaon ol decenr wages which 1 peoale
alf dependence on mesns 1ened benefils.

We propase to establish & Fair Wages Commasios, pespomsible
el aniy for Emplementicg the minimum wage bul for the praimeting
and ercoursgement of fair wages policy more genemlly. 1t will for
example. woek wyih 1he BEgual Opportusases Commession oo
wormen's sighes and will cover homeworioers and otbers wivosd
peeds and prablemns are oo offen igmared. Wark will include a
comsiderasion of the work traditicealiv curried ot by Wages
Conimealy




10 DOWNING STREET
LONDON SWI1A 2AA

Frowm re Private Secrerary
25 November 138%

s WeMA,

SOCIAL CHARTER

The Prime Minister has now read Mr Hadley's note dated
17 Hovember about the Social Charter together with the annotated
text of the Charter (but pot vet our alternative draft). I am
sending you under separate cover the - not at all promising -
reply which we have received from President Mitterrand to the

Prime Minister's message.

The Prime Minister is particularly concerned that we should
do everything we can to explain our view of the implications of
some of the Charter's provisions to public opinion in other
Community countries. She thinks this could best be done by some
telling axamples of the consequences of, for instance,
introducing a minimum wage or restrictions on part-time werk.
The Prime Minister recognises that time is now short before the
European Council. But if it were possible to place any articles
or arrange Ministerial interviews, that would be helpful.

I am copying this letter to Clive Norris (Department of
Employment), John Gieve (HM Treasury), Neil Thornton (Department
of Trade and Industry) and David Hadley (Cakinet Officae).

oo (2,
A

Charles Powsll -

Stephen Wall Esg
Foreign and Commonwealth Office

COX /T HTLAL




10 DOWNING STREET
LONDON SWIA JAA

From the Privafe Secrefary

25 Hovember 1%E85

Var  Sofle,

I enclose a copy of a letter addressed to the Prime Minister
by President Mitterrand about the Social Charter. It is not at
all promising although you will see that he offere a meeting

between M. Dumas and the Foreign Secretary. I should be grateful
for advice in due coursa.

\OCIAL CHARTER

I am copying this letter and encleosure to Clive Norris
{Department of Employment), John Gieve (HM Treasury), Neil

Thornton (Department of Trade and Industry) and David Hadley
(Cabinet Office).

LS bfi‘—’*hxl

Charles Powell

Stephen Wall Esq
Foreign and Commonwealth Office
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FRONTIER CONTEOL ISSUES

I thought it might be helpful, in the run-up to the
Strasbourg Council and the meeting of TREVI and EC Immigration
Ministers on 15 December to let you and other members of COD(E)
know how I See the present gstate of play on frontier control
iggues. There is, I think, no need for fresh decisions or for
a formal discussion.

I ghall be gseparately approaching you and cther colleagues
on our position on the draft Directives on Rights of Residence
now under consideration and on an announcement concerning our
propogsed methods of working in relation to inter-ecapital
trains using the Charnnel Tunnel. There is no reascon to expect
either of these matters to surface at the Strasbourg Council
or at the meeting of TREVI and Immigration Ministers.

General gtate of play

On the home front, since OD(E} last considered this
subject on 13 April we have had the Commons debate on the
Commission 5 Communication te the Council, in which as Home
fecretary you again put firmly on the record the UK's position
on the need to retain checks at "internal™ as well as external
frontiers; and we have placed before Parliament the report of
the new Co-ordinators' Group to the Madrid Council, which
after a difficult start under the Spanish Presidency we
managed to steer away from the basic divide on "“internal"”
[rontiers towards measures of practical co-operation.

We now understand that the report on "Border Control of
Feaple' by the House of Lords European Communities Committee
(S3ub Committee E), which takes under consideration the
Commigsion’'s Communication and the Palma document together

Jwith the latest

The Rt Hon Douglas Hurd, CBE MpP
Foreign & Commonwealth Office




with the latest draft Directive on firearms, will be published
on § December. We understand that, in general, it will offer
a helpful endorsement of the Government's position on the
interpretation of the Single European Act and on the retenkicon
of frontier-checks both in the immigration and the crime-
control contexts, bubt that it will also expose in scme depth
the problem of the possible impact of developments on
frontier-conbtrols within the Community on the layout and
operaking arrangements of airports. This is a problem which I
already had it in mind to share with colleagues but I suggest
that the Home Office should take it forward at official lavel
in the first instance so that we can settle a Government line
in advance of any debate on the report.

In the Community framework, the French Presidency has
continued to keep alive the rhetoric concerning freedom of
movement, in general terms, but has guite clearly set itself
against bringing to a head the specific issue of the abolition
of internal frontiers.

Prospects for Strasbourg and Paris

I would expect this pogition to continue so far as the
forthcoming Strasbeurg Council and meeting of TREVI and
Immigration Ministers are concerned. The account given by
the French Co-ordinator himself to the FAC on 6 November was
itgelf a reasonably straightforward recital of work under way
in which we are participating fully.

Matters likely to fall under examination

TREVI/Immigration Ministers meeting

The French will rightly want to take credit for work which
they have launched, and impart some impetus to carry through
to the succeeding Irish Presidency, buk seem unlikely to be
putbking any major substantive issues up for decision. The
main matters which they will be putting to the Council and/or
the TREVI/Immigration Ministers' meeting are as follows:

(i) they will propose for adoption a common
Declaration on co-operation between Member
States in police matters. We have had a
little difficulty with the French over the
pracise wording, inzofar as the
Declaration is founded on an assumption
about the imminent abolition of internal
frontiers, and with the Germans on their
wigh to go firm on the develapmenk of a
joint police computer system, which in our

[view




view requires further study. In broad
substance, however, the proposed
Declaration fully accords with our stance
cn improving practical co-operation with
other Member States;

on the immigration side, the French have
launched two draft Conventions, one on the
issue of which country should be
responsible for asylum applications and
the other on the crossing of the
"external" frontiers of Member States.

The declared object of boath is to put into
concrete form agreaements reached
previcusly by EC Immigration Ministers.
Weither will reach fruition during the
French Presidency, but they will wank to
take credit for launching them and socure
agreament that work on them should
continue, The issue for us will be the
precise terms of the commendation. On the
agsylum agreement (which has value
irregpective of the aboliticon or retention
of "internal" frontiers), we are
completely comfortable and in favour of
early completion, our only care being not
to strain our relationship with the Danes
{who are the principal laggard on the
asylum Convention but, of course, one of
our small band of allies on Lthe key issue
of the abolition of frontier controls).
The Convention onm External Frontiers is a
more f[ar-reaching project. It contains
concrete proposals for a common approach
towards the admission of third-counkry
naticonals which in broad terms accord well
with our basic position on strengthening
the external frontier and on which we
shall want to make a strong input. It
also contains, however, proposals for
recognition of short-stay visas issued by
other Member States. I go into this a
little further below. Discussion on the
draft Convention is slow and it is pretty
clear kEhat it will not come to fruition
aven under the Irish Presidency.

The Council will precede the TREVI/Immigration Ministers'
maeting but will receive a parallel account of these matters,
and of other relevant developments, in the form of a second

/-stage report




stage Teport fzom the Co-ordinators’ Group. This is
similarly expected to be a straightforward and broadly
uncontentious document which the Council will have no
difficulty in endorsing. Colleagues may, however, care to
note in particular that the Report will be the wehicle for
bringing before the Council the French initiative for a new
group of drugs Co-ordinators. This is something to which
FPresident Mitterrand will personally attach significance.
There iz certainly work to be done on reviewing and improving
Lhe EC machineries for dealing with drugs matters, and when
the proposal comes to the Council I hope we will be able to
reglster a positive accord.

"Eurovisas'

The proposal that each Member State should recognise
short-stay visas issued to third-counkry nationals by any of
the other member States has been to some extenk implicit in
earlier discussions but has not previously been brought into
the open or addressed head-on. The basic idea is that a
short-stay visa issued by one Community State (there is no
proposal as yet for a common approach to settlement cases)
should be wvalid for all other Member States, bul thait visas
should be issued according to a common standard and that an
objection by any one state should suffice te prevent the issue
of a 'Burovisa'., The latter feature of the scheme will be
supported by the development of a common list of perscns to
whom visas are ke be refused.

For those states which espouse the complete abolition of
"internal" frontier controls, involving freedom of movement in
the fullest sense between Member States within a strong cuter
perimeter, the concept is of course a very natural one. We,
on the other hand, have to decide whether idea is
fundamentally incompatible with our position on the retention
of checks at "internal" Frontiers or is consistent with it.
Provided that we obtain satisfactory terms on certain key
points concerning the operation of the scheme, I take the view
that it could be consistent with our position. The most
important point is that we must retain the ability ko examine
and if necessary refuse entry ko Eurovisa-holders at our
ports. In that event, a "Eurcovisa" issued by another Member
State would clearly be less than aguivalent ko a visa issued
by a UK post, but it would still offer a real if limited
facility for the genuine Eraveller; and it may be that a
consansus would: devalop on these lines.

Even then the proposed scheme is not withoubt possible

disadvantages for the UK. If large numbers of passengers
arrived at our ports who had been issued with visas by other

fMember States




Member States but whom we would not ourselves be prepared

to admit, this could threaten the smooth running of the
immigration control; and there are some detailed points about
the scrutiny of visa applications for counter-espionage
purpoges to which we need to give further careful
consideration in consultation with the Security Service.
Another relevant consideration is that punitive visa regimes,
like that imposed on Libya because of that country's support
for terrorism , would lose their effect unless supported by
all member states. But, one is bound to acknowledge, however,
that there are factors weighing in the other direction.

In practical terms, the idea of a common visa agreement is
difficult to "unpick! from the general idea of strengthening
the common external frontier of the Community, which is
something which we favour; and the proposition that a bona
fide traveller planning a European tour should not have to
incur the cost and trouble of separate visa applications has
merit.

For the present, pending the full development of the draft
Convention ¢f which it forms a parkt, I propose to keep in
place the full reserve which we have entered on the "Eurcvisa"
proposal., We would certainly need to be sure, before we
signed up to it, that the essential ingredient of abilikty to
refuse visa-holders at our ports was satisfactorily secured
and that the arrangements for consultation were sufficienbtly
sound to accommodate our security interests., If we completely
fail to achieve these objectives, we shall necessarily have to
break off the discussions. But these are early days and we
are nol anywhere near that point. To break off the
discussions now would be contrary to our agreed strategy of
guing along with Community initiatives in the frontier-control
field to the maximum extent we can within the framework of our
basic position.

Wa do not need a firm decision now, but I would like
colleagues to be aware that this is how I propose to approach
the negotiations.

Schengen agreement

We have resolved on a number of occasions to keep abreast
of develgpments pursuant boc the Schengen agreement, These
gquestions are to be discussgsed in EQD on 27 Movember. The
Schengen partners are now reported to have reached final
agreement on outstanding guesticons such as "hot pursuit", and
a4 new Treaty embodying their decisions is to be signed in
Dacember. It is envisaged that the new procedures will come
into operation aleong with the Schengen informaticn system, and

Jaftar




after ratification of the agreement; in about ™15 or 16 months'
time (possibly an optimistic estimate). We can, I think, now
expect the Echengen partners to give fuller aceounts of
developments to the Community as a whole, but we must keep in
mind that they will inevitably tend to close ranks arocund the
agreements which they have themselves reached, and that the
situation for the Community as a whole will differ in a number
of respects from that of five contiguous land-frontier States.
I also propose that we should ourselves approach the Schengen
countries for a fuller account of their proposed information
system, given the likelihood that this will be regarded as a
model for developments in the Community.

I am copying this letter to the Prime Minister, to members
of OD(E) and to Sir Robin Butler.

%m; meijj
i

o Sore.

Approved by the Home Secretary
and signed in his absence.




AMBASSADE DE FRANCE

Lonpres
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I have just received the text ofF
a message addressed to you by Monsieur Rolapd Dumas,

Ministre d'Etat, Ministre des Affaires Etrangéres.

[ enclose it herewlth.

LIJ Pet om e iy,
L

[ L. g it

—

de La Barre de Nanteuil

The RBt, Hon, Margaret Thatcher, M.P.
Frime Minlister

10 Downing =treet

London, 8.HW.]
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MADAME LE PREMIER MINISTRE,

LORS DE NOTRE CONVERSATION A CHEQUERS, EUR LA CHARTE
SOCTIALE, JE WOUS AVAIS PROPOSE D'"ADOPTER UKE DEMARCHE PRATIOGUE
AFIN D'ELIMINER LES BOUBRCES DE MALEMTENDUS ET DE RECHERCHER LES
TERRAINS D'ENTENTE. C'EST A CET EFFET QUE NOUS AVIONS CHARGE HOS
COLLABORATEURSE DE SE RENCONTRER. ILE L'ONT FAIT ET ONT PROCEDE A
UH EXAMEN POINT PAR POINT DES DROITS INCLUS DANS LE PROJET DE
CHARTE. LES TRAVAUX ULTERIEURS MEMES PAR LES HINISTRES DES
AFFATRES SOCIALEE OHT TENTE, DANE LA MESURE DU POSEIBLE, DE
PRENDRE EN COMPTE LES DEMANDES DU RCYAUME-UNHI COMME CELLES DEE
AUTRES ETATS MEMBRES, L°OBJECTIF ETANT DE PARVENIR A UN TEXTE
ACCEPTABLE PAR TOUS MALGRE LA DIVERSITE DES PRATIQUES ET DES
LEGISLATIONS.

JE PENSAIS QUE LE PROJET DE CHAETE, SOWMIS LE 30 OCTOBRE AD
CONSEIL AFFAIRES SOCIALES, Y ETAIT RAISOMNABLEMENT PARVENU.

A LA DEMANDE DE HOMBREUSES DELEGATIONS, LE PREAMBULE DT

FROJET DE CHARTE AFFIEME AVEC FORCE LA FRIORITE A LA CREATION
D*EMFLOIS.

POUR REFONDRE A VOS5 PREOCCUPATIONS, LA VERSION INITIALE DU
PROJET A ETE MCDIFIEE SUR PLUSIEURS POINTS @

= LE PRINCIFE DE SUBSIDIARITE EST CLAIREMENT POSE, D*ABORD
COMME UNE REGLE GENERALE DANS UN COMNSIDERANT, QUL REFPREND
EXPRESSEMENT LES CONCLUSIONS DU CONSEIL DE MADRID SUR LA
NECESSITE D"ETABLIE CLATREMENT LE ROLE RESPECTIF DES NORMES
COMMUNAUTATRES, DES LEGISLATIONS NATIONALES ET DES RELATIONS
CONVENTIONMNELLES. ENSUITE, LA PLUPART DES ARTICLES SE REFERENT
AUX **MODALITES FROPRES A CHAQUE PAYS'' (ARTICLE 5 SUR LA REMUME-
RATION DE L'EMPLOI, ARTICLE 9 SUR LES CONDITIONS DE TRAVAIL,
AETICLE 10 SUR LA PROTECTION SOCIALE, ARTICLES 24 ET 25 SUR LES
PERSONNES AGEES), AUX *"PRATIQUES MATIONALES®'' (ARTICLE 12 SUR LES
CONVENTIONS COLLECTIVES, ARTICLE 13 SUR L'EXERCICE DU DROIT DE
GREVE, ARTICLE 21 SUR LA REMUNERATION DES JEUNES) OU ADX
"*PRATIQUES EN VIGUEUR DANE LES DIFFERENTS ETATS MEMBRES'®
(ARTICLE 17 SUR L*INFORMATION, LA CONSULTATION ET LA PARTI-
CIPATION DES TRAVAILLEURS).

= ENFIN, UN CONSIDERANT DU PREAMBULE PRECISE QUE LA °°MISE EN
OEUVEE DE LA CHARTE NE SAURAIT ENTRALNER UNE EXTENSION DES
COMPETENCES DE LA COMMUNAUTE TELLES QU'ELLES SONT DEFINIES
PAR LES TRAITES'®. IL EST AUSSI CLAIREMENT INDIQUE, DANS LA
DERNIEBRE PARTIE, QUE LA MISE EN OEUVRE DE LA CHARTE RELEVE *‘PLUS
FARTICULIEREMENT. .. DE LA RESPONSABILITE DES ETATS MEMERES
CONFORMEMENT AUX PRATIQUES HATIONALES...'", ET QUE LA COMMUNAUTE
AGIT DANS LE CADRE DES 'COMPETENCES PREVUES AUX TRAITES..."'.

AUSSI, CE FROJET DE CHARTE, LOIN DE VOULOIE SURRECLEMENTER, EST
UNE DECLARATION POLITIQUE QUI RECONMAIT UM CERTAIN NOMBREE DE
DROITS. LA MISE EN OEUVRE DE CES DROITS RELEVE, DANS DE NOMEREUX
CAS, DE MESURES OU DE PRATIQUES NATIONALES OU, LORSQUE LE TRAITE
ACTUEL LE PERMET, DE MESURES COMMUMAUTAIRES.
=R




IL ME SEMELE AIHE":E QUE ROUS SOMMES ALLES LE PLUS LOIN
PO5 LE A LA RENCONTRE DE VOS PREQOCCUFATIONE. DE HOMBREUX ETATS
MEXSSFS CONSIDERENT D*ORES ET DEJA LE FROJET ACTUEL COMME TH
MIH M.

M. ROLAND DUMAS EST TOUT A FAIT DISPOSE A S'ENTEETENIE AVEC
M. DOUGLAS HURD DE CE SUJET, A L'CCCASION DU PROCHATN CONSEIL
AFFAIREE GENERALES.

J*ESPERE VIVEMENT QU"IL SERA POSSIELE DE TROUVER SUR CES
BASES TH ACCOBD UMANIME A STRASBOURG ET QUE LA COMMUNAUTE
HMONTRERA ATMST SA VOLOHMTE DE DONBER UWNE REELLE DIMENSION SOCIALE
A LA CONSTRUCTION ETROFEEHMNE, L*OBJECTIF PRIORITATRE ETANT,
COMME LE SOULIGNE LA CHARTE, DE CONTEIBUER AU DEVELOPPEMENT DE
L*EMPLOL.

JE ¥0OS PRIE DE CROIRE, MADAME LE PREMIER MINIETEE, A
L"EXPRESSION DE MA HAUTE CONSIDERATION ET MES FIDELES
SENTIMENTS. SIGNE : FRANCOIS MITTERRAND.
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EUROPEAN SOCIAL FUND: OBJECTIVES 3 AND 4 . pegliest 7
I fully support Tim Eggar's suggestion, in his letter to you dated
9 Movember, that there eghould be a more general approach to the
Commission to back up the approaches that have been made about our
prospects for support from the Structural Funds.

e As I said in my letter of 16 October to Douglas Hogg, about
the Objective 2 Frameworks , it is indefensible that there should
be a reduction in UK recelpts assoclated with a doubling of the
Structural Funds. It would be equally indefensible if we were to
let the argument about the level of support for the UK go by
default - but particularly so when we have a written assurance
from Delors that support would not fall below the 1988 levels.

= I 0f course, Delors' written (as opposed to wverbal) assurance
was in relation to the five year period 1989-93 whereas the
Community Support Frameworks for the Objective 2, 3 and 4 regions
will run for three years. But I think that we are entitled to be
sceptical about the assurance being met if there is significant
shortfall over the three years immediately ahead. I remain of the
view, therefore, that we should take every opportunity to exploit
the assurances which Delors gave, using all means available to
maximise our receipts. The more general approach that Tim Eggar
suggests may not immediately secure 1988 levels of support. But
it may keep the present shortfall to the minimum and it will also
gignal that we do not intend to let the matter of the assurances
(or, indeed, of the merits of our case generally) drop, which may
be important when we come to the Frameworks that will apply after
1991.

4 I am copying this letter to members of E(A) and OD(E) and to

Eir Robin Butler.
dﬂlﬂm
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CONFIDENTIAL

Ref. ADBR9,S3076

PRIME MINISTER

T The Minister of Agriculture, Fisheries and Food may wish to
report on the Agriculture Council on 20-21 November. Key points

Waka:

agreement on a 1% increase in milk guotasz with an ocffsetting
levy increase and price cuts designed to ensure budget
neutrality. The UE abstained in tha vote on the grounds
that while the gquota increase would take place this year,
most of the offsetting savings would not occur till next

year;

satisfactory agreement on an adjustment mechanism for the
cereals coresponsibility levy for future years;

decision in principle on reform of agricultural structures

limit per farm on EC financial contribution to payments on

regulations. Main issue for UK was the introduction of a /

livestock in less favoured areas. There will be no celling
to number of livestock on which payments may be madé,.méfély
to the sum ati;antiné a contribution from Brussels.
Although the limit was Iaiséd durihg negotiation, the
Minister voted against on the grounds that the
discrimination affected only the UK. (Denmark also wvoted
against, for other reaons).
2. The Secretary of State for Employment may wish to comment on
the Commission's gocial action programme, which was announced

earlier this week. Although there are some helpful elements

CONFIDENTIAL




CONFIDENTIAL

(eq no proposals on rights of trade unlions; and a clear statement
that minimum wage levels are exclusively a matter for member
gtates) the broad thrust of the programme still runs counter to
the Government's economic and employment policies and would
extend Community competence to areas where it has not yet been
exarcised. The UK will have to make clear its initial wviews on
the action programme at the Social Affairs Council on

30 November, which Mr Fowler plans to attand.

3. Forthocoming meestinge are:

Internal Market Council (23 November)
Fisharies Council (27 Hovember)

Forelgn Affairs Council (27-28 MNovember)
Environment Council (28 November)

Social Affairs Council (30 November)

Iees.
=,

ROBIN BUTLER

22 Novembear 1989
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LE PRESIDENT DE LA REPUBLIQUE Paris, le 22 novembre 1989

Madame le Premier Ministre,

Lors de notre convergation a CHEQUERS, sur
la Charte Sociale, 9e vous avais proposé d'adopter une démarche
pratigue afin d'éliminer les sources de malentendus et de
rechercher les terrains d'entente. C'est & cet affet gue nous
avions charge nof collaborateurs de se rencontrer. Ilsg l'ont
fait et ont procédé & un examen point par point des dreoits
inclus dans le projet de Charte. Les travaux ultérieurs menés
par les Ministreszs deg Affaires Bociales, ont tenté, dans le
mesure du posggible, de prendre en compte les demandes du
Royaume=Unli comme celles des autres Etate membres, 1'oabjectif
etant de parvenir A& un texte acceptable par tous malgré la
diversité des pratigques et desz législations.

Je pensais que le projet de Charte, soumis
le 30 octobre au Conseil Affaires Sociales, y éatait
Iaisonnablement parveanuy,.

A la demande de nombreuses délégations, le
préambule du prejet de Charte affirme avec force la priorité a
la création d'emplois.

Pour répondre & wos préoccupations, la
version inlitiale du projet a é&té modifiée sur plusisurs
points :

- le principe de subsidiarité est clairement posé,
d'abord comme une reégle générale dang un considérant, qui
reprend expresseément les conclusions du Conseil de Madrid sur

Macame Margaret THATCHER
Premier Minlstre du Royvaume-=Uni




la nécessité d'établir clairement le rdle respectif des normes
communauntaires, des leégislaticns nationales et des relations
conventionnelles. Ensuite, la plupart des articles se référent
Aud "modalités propres A chague: pays"™ (article 5§ sur 1s
rémunération de l'empleol, article 9% sur les conditicnz de
travail, article 10 sur la protection scciale, articles 24 et
25 sur les personnes Egées), aux "pratigques nationales "
{article 12 sur les conventions collectives, article 13 sur
l'exercice du droit de greéve, article 21 sur la rémunération
des jeunes) ou aux "pratigques en wvigoneur dans les différents
Etats membres" (article 17 sur l1'information, la consultation
gt la participation des travailleurs).

- BEnfin, un considerant du préambule précise gque la
"mise en oeuvie de la Charte ne saurait entrainer une extension
des compétences de la Comminaute telles gu'elles sont définies
par les traités? I1 est aussi clairement indigué, dans 1la
derniére partie, que la mise en oceuvre de la Charte reléve "plus
particuliérement... de la responsablilité des Etats membres
conformeément aux pratigues nationales...”, et gue la Communaunte
agit dans le cadre des “competences prevues aukx Traites...”

Anssl, ce projet de Charte, loin dea vouleoir
surréglementer, est une déclaration politigue gui recomnalt un
certain nombre de droits. La mise en oceuvre de ces droits
reléve, dang de nombrenx cag, de nmesures ou de pratigueas
nationales ou, lorsque le traité actunel le permet, de mesures
communautaires.

Il me semble ainsi gque nous sommes allés le
plus loin possible a la rencontre de wvos préoccupations. De
nombreux Etats membres considérent d'ores et déja le projet
actuel comme un mindmum.

M. Roland DUMAE est tout & fait disposé &
g'entretenir avec M. Douglas HURD de ce sujet, & l'occasion du
rrochain Conseil Affaires Générales.

J'aspére wivement gqu'il sera possible de
trouver sur ces bases un accord unanime a STRASBOURG et gue la
Communauté montrera aimsli sa volonté de donner une réelle
dimension sociale 4 la construction européenne, l1'objectif
prioritaire etant, comme le souligne la Charte, de contribuer
au developpement de 1'emploi.

Je wvous pria de croire, Madame le Premiar
Ministre, a 1 'expression de ma haute :ansidératinn{rh s

,{&[L. PN e T

R Wi

Lippge R TR

Frangols MITTERRAND
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The Rt Hon Nicholas Ridley MP =iy

Secretary of State 14{ ;U,

Department of Trade and Industrcy gl 7, } ’
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EC PUBLIC PROCUREMENT: EXICLUDED SECTORS
I have seen your letter to Douglas Hurd of 17 Movember.

I am glad that our officials have been able to agree on a line to
take on reciprocity at the Internal Market Council on 23 November.
This is designed to keep all of the options - including the German
plea of a declaration - open at this Stagae.

It will clearly be necessary for the subject to be considered
again in the light of the Council; and before we commit ourselves
to any form of provision.

John Wakeham also wrote on the excluded sectors on 17 November.
In discussion last week in an Advisory Committee, it became clear
that getting any conditions for not applying the rules to the
exploration and extraction of oil and gas will not be easy, and
that cthers will try to use the conditions to get other activities
exempted. I believe this makes it important that officials should
talk urgently to the Commission about any changes to the
conditions which may be neadad.

John also mentioned general aspects of the proposal on which
officials need to assess progress. We will need to form a
judgement curselves in the light of their work as soon as the
issues are clear.

I am sending copies of this letter to the Prime Minister, members
of OD(E), Cecil Parkinson, Chris Patten and John Wakeham and to

Sir Robin Butler.
el
g o A
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On Saturday the Independent published a Harris poll on attitudes
towards the Community in Britain, W.Germany, France and Spain.
The results are summariged in the attached chart.

C oY

The Tresults are good news for your own stance in Europe.
British opinion is behind you on

backing the single market
caution on EMU

keeping social and employment policy in national hands

And there was no discernible difference between the attitudes
of Conservative and Labour supporters on these.

Attitudes in the other countries are however much more

'communitalre' .

On the key question "have changes in your country as a result
of membership been for the better or worse®™, the findings are

Britain W.Gaermany France Spain

Bettar (%) 28 52
Worse {%] 34 16 16 12

Only on the environment is there a significant British majority

(72%:24%) in favour of Community action,
Other key [indings not in the tahle
from a 1list of 6 possible benefits from membership,

only one registered with more than 4 out of 10 Britains:
"a lower risk of war with other countries* (55%)




only on & single Ruropean currency were the views of

Conservative and Labour supporters different:

Against
Conservative (%) 5d

Labour (%) dl

[f opinion on the future direction of the Community
remains divided, there are strong majorities in France

and Germany for going ahead without Britain

Against
France (%) 7 13

Germany (%] 15

The British poll was dene in esarly October ot a sample of 1000.

This was before the recent intensification of debate on ERM.

J Olam Malke
JOHN MTLLS
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THE INDEPENDENT Saturday 18 November 1989

The Independent’Channel Four questionnaire
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SO0CIAL CHARTER C At A

1., If the French respond positively to the Prime Minister's

message to President Mitterrand, an early Ministerial meeting
—

under the Prime Minister's chairmanship is likely to be needed to

establish our negotiating line. The Foreign Secretary and the
ikt

Secretary of State for Employment have agreed that, as background

for that discussion, I should minute vou with an account of the

prEfEEE_EEiEE—Ei_EﬂIk‘in_EhltEha11'

THE FRENCH PRESIDENCY TEXT

. The Presidency text which emerged from the Social Affairs
Council on 30 October remains modelled on the Commission's
wholly unacceptable draft. The French have Iintroduced soma

improvements in an attempt to meet certain of cur chjections; but
changes to meet some others' concerns have gone in the opposite
direction. 1 attach (Annex A) a copy of the Presidency's text,
annotated by the Department of Employment to indicate the main

points of difficulty. In essence, these are that it runs counter

to the Government's overall approach to effective economic

management, 1n particular by envisaging the regulation of pay and

working conditions; that it would undermine established policy

—
objectives in the social and employment field; and that it

envisages Community activity which would be unacceptable to the

United Kingdom in both scale and content, as well as raising

e —

some problems of competence.

e

1
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ALTERNMATIVE APPROACH

, 2= In her letter to President Mitterrand, the Prime Minister
canvassed an alternative approach based on a shorter, broader;
declaration of principles, and indicated certain areas which
might be covered. I attach (Annex B) a full list of possible
areas Iidentified by officials, divided into those where we

recognise Chat there is some legitimate scope for Community

activity, and those which we consider should be reserved

exclusively for action by Member States. Subject to Ministerial

discussion of substance and tactics, something like this list
would need toc form the basis for any discussion with the French
of an alternative approach. To give a better picture of what
this might mean in practice, I attach (Annex C) an illustration
of the kind of text we might alm to extract from the French.

This 18 the product of work by officials from the Departments
concerned, under the guidance of their respective Ministers: it
has not yet been the subject of collective Ministerial

discussion. Two paragraphs are 1n square brackets, as
departments are divided over whether they should be included.

q. The text closely follows the headings in Annex B. The
chances of the Franch accepting something on these lines, and
successfully selling it to other member states, are not high: but
wa nead to await their response to the Prime Minister's letter.

5. As background to the Annexes, and in particular to how the
text at Annex € has been constructed, it may be helpful to

comment briefly on:

- competence considerations;
- policy impact of a declaration: and
- parallels with the Council of Europe Social Charter.

2
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COMPETENCE

6. Although the Presidency's text refers to the Madrid
conclusions that "the role to be played by Community standards,
national legislation and contractual relations must be clearly

established™ it does not in practice draw such distincticens. It

A — i
is s8till drafted as a blueprint for action, and in a way that

implies that wvirtually all the matters it covers could involve

p——

Community activity.

7 The alternative text at Annex C attempts to illustrate what

would be needed to overcome these difficulties, by:

a. confining the content strictly to what would as =a
matter of policy be acceptable to the United Kingdom;

b. dividing the material into two distinct categories:

firstly those issues which are matters for action ﬂ} the
e —

Community and the member states, subject to the principle of

subsidiarity; and secondly those which we consider should
remain exclusively for the member states (this division is

nailed down by the last two paragraphs of the text):

a expressing individual principles in EEFad terms
designed to minimise the scope for the Commission to argue
that it should bring forward detailed implementing

— p——
prnggfals;

d. subjecting all the principles to an explicit reference
to the laws, practices and traditions of individual member
states;

3
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= including in the preamble a reference to the need to
uphold existing competences of the Community and the member
states.

8. Even with a text such as Annex C, there would remain some
residual risk that the European Court would look to it as
evidence of what mnmember states regarded as basic rights and
levels of protection in the employment and social field, and that
this could influence its interpretation of the scope of
particular Treaty provisions. This risk would however need to be
balanced against the advantages in policy terms if all twelve
member states could be brought to agree to a text along the linec
of Annex C.

———

Poclicy impact of a declaration

9. If, against expectation, member states could be brought to
agree to a declaration on the lines of Annex C, it would
strengthen our hand in arguing that the Commission should not
press ahead with detailed proposals in areas which it would
regard as within the scope of the Treaty but which we had
idantified as reasarved fer actlon by member states alone; in
particular, it would strengthen our hand in arguing that other
member states should join us in resisting proposals for Community
action which went beyond what all had agreed.

10. The impact of a declaration by 11 member states only (ie on

—
the basis of the Presidency's text) is harder to assess. It

would clearly lack the political authority of a document agreead

by all 12; and the Court would have much less scope for relvying
on it as evidence of member states' intentions. But it would
still encourage the Commission to come forward with the wide

q
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reange of implementing measures likely to be identified in its
forthcoming action programme (which 1s not now expected to emerge

before 20 November). The prospect of root and branch UE
opposition to many of these proposals could encourage the
increased use of gquestionable legal bases in order to permit

majority wvoting. There would therefore be risks for the United
Kingdom in any declaration by 11 member states on the

Presidency's present lines, even though we had not subscribed to
it.

Council of Eurcpe
1. In these and Iindead in a numbar of othar areas we have
eigned up to the provisions of the Council of Europe Social

Charter. Commitments accepted in that Charter however cannot

S

simply be transposed into Community legislation, because:

1. signatories to the Council of Europe Charter are free

————

to implement in their own way: there is no guestion of
implementation being 1in the hands of any supra-national
——

body, or subject to Court scrutiny;

ii. signatories have flexibility from time to time to
review thelir commitments when circumstances change. For
——

example, we are in the process of revoking our commitment to

prohibition on night work for voung people.
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Future handling
12. The issues that Ministers are likely to need to conaider

include:

the prospects of inducing the French - and other member

states - to lock seriously at an alternative approach;

if our efforts fail (which seems likely) and it becomes
clear that the Presidency will persevere with their existing

text, whether there are any further steps we can take toc get

it improved before other member states sign up to it;

how to maximise the positive impact of our own approach,
both at Strasbourg and in terms of domestic presentation.
el i

13. I am sending coples of this minute to the Private
Secretaries to the Chairman and members of OD(E)}, the Seacretary
of State for Social Security, and the Chancellor of the Duchy of
Lancaster.

QA 4o,

O A HADLEY

17 Hovember 1985

L]
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COMMUNITY CHARTER OF FUNDAMENTAL BOCIAL RIGHTS

OF WORRERS

ANNOTATED VERSION
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DRAFT 1'.

COMMUNITY CHARTER OF THE FUMDAMENTAL BOCIAL RIGHTS

OF WOREEESB

THE HEADS OF STATE AND GOVERNMENT OF THE MEMBER STATES OF THE
EUROFEAN COMMUNITY MEETING AT
oM

Whereas, under the terms of Article 117 of the EEC Treaty, the
Member States have agreed on the need to promote improved living
and working conditicns for workers so as to make possible their
harmonization while the improvement is being maintained;

wWhereas following on from the conclusiens of the European
Ccuncile of Hanover and Rhodes the Eurcpean Council of Madrid
considered that, in the context of the establishment of the
single Eurcpean market, the same importance must be attached to
the social aspects as to the economic aspects and whereas,
therefore, they must be develcped in a balanced manner:

Having regard to the Resolutions of the Eurcpean Parliament of
15 March 1989 and 14 September 1%8% and to the opinion of the
Economic and Social Committee of 22 February 1989;

Whereas the completion of the internal market is the most
effective means of creating employment and ensuring maximum well-
being for all Community citizens; whereas employment development
and creation must be given absolute priority in the completicn
of the internal market, whereas it is for the Community to take
up the challenges of the future with regard te economic
competitiveness; taking inte aceount, in particular, regional
imbalances;

Whereas the social censensus contributes to the strengthening of
the competitiveness of undertakings, of the economy as a whole
and to the creation of employment, whereas in this respect it is
an essential condition for ensuring sustained economic
development;

Whereas tha completion of the internal market must favour the
approximation of improvements in living and working conditicns,
ag well as economic and scocial cohesion within the Eurcpean
Community while avoiding distortions of competition;

Whereas the completion of the internal market must offer
improvements in the social field for workers of the European
Community, especially in terms of freedom of movement, living and
working conditions, health and safety at work, social protection,
education and training;

Whereas, in order to ensure equal treatment, it is impertant to
combat every form of discrimination, including discrimination on
grounds of sex, colour, race, opinions and beliefs, and whereas,
in a spirit of solidarity, it is important to combat social
exclusion;




COMMENTARY

ACCEPTABLE: already agreed

ACCEPTABLE: already agreed

ACCEPTABLE: only commits. Council to "have regard”, not to
accept

ACCEFTABLE: in line with UK policy, and the Employment Growth
Resoclution agreed under the UE Presidency

EROADLY ACCEPTABLE: consensus desirable, if not "essential"

BEROADLY ACCEPFTABLE: (a quotation from an earlier agreed text)

EROARDLY ACCEPTABLE

UNACCEPTABLE: exceeds competence of Community (Treaty confined
to equal treatment of men and women) ; also "spirit
of solidarity® is meaningless




Whereas it is for Member States to guarantee that workers from
non-Member countries and members of their families who are
legally resident in a Member State of the European Community are
able to enjoy, as regards their living and working conditions,
treatment comparable te that enjoyed by workers who are nationals
of the Member State concerned:

Whereas inspiration should be drawn from the Conventions of the
International Labour Organisation and from the Eurcpean Social
Charter of the Council of Europe;

Whereas the Treaty, as amended by the Single Eurcpean Act,
contains provisions laying down the powers of the Community
relating, inter alia, to the freedom of mcvement of workers
(Articles 7, 48-51), the right of establishment {Articles 52-
28), the social field under the conditions laid down in Articles
117-122 - in particular as regards the improvement of health and
safety in the working environment (Article 118a), the development
of the dialogue between management and labour at European level
(Article 118b), equal pay for men and women for aqual work
(Article 119), the general principles for implementing a common
vecational training policy (Article 128), economic and social
cohesion (Article 130a to 130e) and, more generally, the
approximation of legislation (Artieles 100, 100a and 235):
whereas the implementation of the Charter must not entail an
extension of the Community's powers as defined by the Treaties:

Whereas the aim of the present Charter is to consolidate the
progress made in the sccial field, through action by the Member
States, the two sides of industry and the Community;

Whereas 1ts aim is also to declare solemnly that the
implementation of the single European Act must take full account
of the social dimension of the Community and that it is necessary
in this context to ensure at appropriate levels the development
cf the social rights of workers of the European Community,
especially employed workers and self-enployed persons;

Whereas, in accerdance with the conclusions of the Madrid
Eurcpean Council, the respective roles of Community rules,
national legislation and collective agreements must be clearly
eztablished;:

Whereas, by wvirtue of the principle of subsidiarity,
responsibility for the initiatives to be taken with regard to he
implementation of these social rights lies with the Member States
or their constituent parts and, within the iimits of its powers,
with the Eurcpean Community: whereas such implementation may take
the form of laws, collective agreements or existing practices and
wnereas it requires in many spheres the active invoclvement of the
two sides of industry:

Whereas the solemn proclamation of fundamental social rights at
European Community level may not, when implemented, provide
grounds for any retrogression compared with the situaticn
currently existing in each Member State,




UNACCEPTABLE: Cocmmunity has no competence over third country
nationals, therefore has no role in deciding whera
policy responsibility lies

ACCEPTAELE

UNACCEPTABLE: suggests that these Articles provide an accept-
able legal base and therefore competence in all
the areas menticned, and for all the @measures
proposed in the declaration. In a number of areas
we would want to challenge this

ACCEPTABRLE

BROADLY ACCEPTABLE:

; Single Market is route to
improved living and working conditions. Must
avold any suggestion that Charter proposals
are necessary for the completion of the
Single Market, because this could concede
gualified Majority Voting for such measures

ACCEPTABLE: in line with UK policy

BROADLY ACCEFTABLE:

BROADLY ACCEPTABLE:

would prefer that implementation of a number
of the measures listed was clearly left to
member states with no responsibility falling
to the Community except in those areas
already agreed

though strictly speaking it is impossible to
guarantea that there will be no deterioration
in any area




HAVE ADOCPTED THE FOLLOWING DECLARATION CONSTITUTING T]',
"COMMUNITY CHARTER OF THE FUNDAMENTAL SOCIAL RIGHTS OF WORKERS™:

TITLE 1
FUNDAMENTAL EOCIAL RIGHTS

FREEDOM OF MOVEMENT

Every worker of the European Community shall have the right
to freedom of movement throughout the territory of the
Community, subject to restrictions justified on grounds of
public poliey, public security or public health.

The right to freedom of movement shall enable any worker to
engage in any occupaticon or profession in the Community in
accordance with the principles of equal treatment as regards
dccess te employment, working conditions and social
protection in the host country.

The right of freedom of movement shall also imply:

- Harmonization of conditions of residence in all Membar
States, particularly those concerning family
reunification;

Elimination of obstacles arising from the non-
recognition of diplomas or equivalent occupational
qualifications;

Improvement of the living and working conditions of
frontier workers.

ENT EMUNERATION

Every individual shall be free to chocse and engage in an
occupation according to the regqulations governing each
occupation.

All employment shall be fairly remunerated,

To this effect, in accordance with arrangements applying in
each country:

- workers shall ke assured of an eguitable wage, ie a
wage sufficient to enable them to have a decent
standard of living;

workers subject to terms of employment other than an
cpen-ended full time contract shall receive an
equitable reference waga;

wages may be withheld, seized or transferrad anly in
accordance with national law; such provisiens should
entall measures enabling the worker concerned to
continue to enjoy the necessary means of subsistence
for himself and his family.




ACCEPTABLE: already agread

2 ACCEPTABLE: already agreed

ACCEPTABLE: 1in line with UK policy and with proposals
under negotiation in the Council

ACCEPTABLE: maintains necessary gqualifications on
entry to professions

UNACCEPTABLE: "assuring" an equitable wage implies
Government intervention in pay
bargaining process eq. though
establishing legal minimum wage, which
would increase labour costs and cost
Jjobs

Seeks to regulate part-time and temporary work much of
which is outside some of existing UK employment protec-
tion. Likely to curb growth of part-time opportunities

Last indent: already covered under UE law.




Every individual must be able to have access to publiec
placement services free of charge.

ME LIVI YD WORKING COMDITIONS

The completion of the internal market must lead to an
improvement in the living and working conditicns of workers
in the European Community. This process must result from
an approximation of these conditions while the improvement
iz being maintained, as regards in particular the duration
and organization of working time and forms of employment
other than open-ended contracts, such as fixed-term
contracts, part-time working, temporary work and seasonal
work.,

The improvement must cover, where necessary, the development
of certain aspects of employmant regqulations such as
procedures for collective redundancies and thosa regarding
bankruptcies.

Every worker of the Eurcpean Community shall, have a right
to a weekly rest pericd and to anrual paid leave, the
duration of which must be pProgressively harmonized in
accordance with national practices,

The conditions of employment of every worker of the European
Community shall be stipulated in laws, a collective
agreement or a contract of employment, according to
arrangements applying in each country.

EOCIAL PROTECTION

According to the arrangements applying in each country:

Every worker of the Eurcpean Community shall have a right
to adequate social protection and shall, whatever his status
and whatever the size of the undertaking in which he is
employed, enjoy an adeguate level of social security
benefits.

Fersons who have been unable either to enter or re-enter the
labour market and have no means af subsistence must ba able
to receive sufficient resources and social assistance in
keeping with their particular situation,




BROADLY ACCEPTABLE in policy terms: must be clear that
individuals applies to jobseekers only, not employers.
But pessible competence proklem; and could foreclose
poliey options later

UHACCEPTABLE: invites unnecessary intervention in the
labour market, introducing rigidities
into labour market. In UK, these matters
left to bargaining between employers and
enployeas

UNACCEPTABLE: conflicts with UK policy of non
intervention: settlement of working
conditions other than health and safety
should be agresd between employers and
employees; outside competance

Art. 9 UNACCEPTABLE: conflicts with UK policy and practicae;
cehould be left to member states to
decide; ignores UK legal tradition of
common law contracts

Art. 10 BROADLY ACCEPTABLE: in line with UE peolicy and
practice; byt Community competence
should be restricted to social
sacurity matters as they affect
free movement of workers.




FREEDOM OF ASSOCIATION
AND COLLECTIVE BARGAINING

Employers and workers of the European Community shall have
the right of association in order to constitute professional
organizations or trade unions of their choice for the
defence of their economic and social interests,

Every employer and every worker shall have the freedom to
join or not te join such organizatiens without any personal
or occupaticnal damage being thereby suffered by him.

Empleyars or employers' organizations on the cne hand and
workers' organizations on the other, shall have the right
to negotiate and conclude collective agreements under tha
conditions laid down by national legislation and practice.

The dialogue between the two sides of industry at Eurcpean
level which mnust be developed, may, if the parties deem it
desirable, result in contractual relations in particular at
interoccupational and sectoral level.

The right to resort to collective action in the event of a
conflict of interests shall include the right to strike,
subject to the obligations arising under naticnal practices
and collective agreements.

In order to facilitate the settlement of industrial disputes
the establishment and utilization of conciliation, mediation
and arbitration procedures should be encouraged in
accordance with national practice.

The internal legal order of the Member States shall
determine under which conditions and to what extent the
rights provided for in Articles 11 to 13 apply to the armed
forceg, the police and the ecivil service.

¥ TRAINING

Evary European Community worker must be able to have access
to wvocational training and te underge such training
throughout his working life. 1In the conditions geverning
access te such training there may be no discrimination on
grounds of naticonality.

The competent public authorities, undertakings or the two
sides of industry, each within their own sphere of
competence, shall set up continuing and permanent training
systems enabling every person to underge retraining more
especially through leave for training purpcses, to improve
his skills or to acquire new skills, particularly in the
light of technical developments.
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BROADLY ACCEFTABLE: in line with UK policy: would

UNACCEPTABLE:

UNACCEPTABLE:

UNACCEPTABLE:

INADEQUATE:

UNACCEPTABLE:

Farticularly
for training

prohibit the clesed shop:; but
arguably exceeds the competence of
the Community

conflicts with UK peliey as no
compulsion on UK employers to recognise
unions for purpase of negotiation; not
appropriate for Community action

no right to strike with impunity has
ever exlsted in UK law - would create
gross imbalance in our legislation: not
compatible with governments industrial
relations reforms (eg. ballots, secon-
dary picketing etc.); not appropriate
for Community action

conflicts with Government policy on
intervention in industrial disputes

does not reflect UK policy and practice
wvhich restricts rights of groups other
than these cited and provides no
pretection from dismissal for anyone
taking industrial action (unless dismissal
ia "selactive")

UK disagrees with blanket entitlement
to training. However, have accepted
exhortation to encourage training and
te improve access to training

UNACCEPTABLE is implied right to "leave
purposes”.




EQUAL TREATMENT FOR MEN AND WOMEN

Equal treatment for men and women must ke assured. Equal
opportunities for men and women must be developed.

To this end, action should be intensified to ensure the
implementation of the principle of equality between men and
wonen as regards in particular access to employment,
remuneraticon, seoclal protection, education, wvocational
training and career development.

Measures should also be developed enabling men and women to
reconcile their occupaticnal and family obligations.

INFORMATION, CONSULTATION
AND FARTICIPATION FOR WORKERS

Information, consultation and participation for woerkers must
be developed along appropriate lines, taking account of the
practices in force in the varicus Member States.

This shall apply especially in companies or groups of
companies having establishments or companies in several
Member States of the Eurcpean Community.

Such information, consultation and participation must be
implemented in due time, particularly in the fellowing
cases:

when technolegical changes which, from tha point of
view of working conditions and work organization, have
major implications for the workforce are introduced
into undertakings:

in connection with restructuring operations in
undertakings or in cases of mergers having an impact
on the employment of workers;

in case of collective redundancy procedures;
when transfrontier workers in particular are affected

by employment policies pursued by the undertaking where
they are employed.




AEL.

ArtT.

AYT.
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§ 514

18

BROADLY ACCEFPTABLE:

BUT:

do not accept need for further legislation at Community

level

INACCEPTABLE :

Issues such as child-care are for national governments,
not the Community.

INAPPROPRIATE:

UNACCEPTABLE:

antirely matter for employers and
employees, and must be veluntary

UK policy  that information and
consultation is of constant importance -
not for Covernment to specify
circumstances.




HEALTH PROTECTION AND SAFETY
AT THE WORKPLACE

Every worker must enjoy satisfactery health and safety
conditions in his working environment. Appropriate measures
much be taken in order to achieve further harmonization of
conditions in this area while maintaining the improvements
made.

These measures shall take acecunt in particular, of the need
for the training, information, consultation and balanced
participation of workers as regards the risks incurred and
the steps taken to eliminate or reduce them.

The provisions regarding implementatien of the internal
market shall help to ensure such protectien.

PROTECTION OF CHILDREN AND ADOLESCENTS

Without prejudice teo such rules as may be more favourable
to young people, in particular those ensuring their
preparation for work through wvocational training, and
subject to dercogations limited to certain light work, the
minimum employment age must not be lower than the minimum
school-leaving age and, in any case, not lowar than 1%
yaars,

Young people who are in gainful employment must receiva
eguitable remuneration in accordance with national practice.

Appropriate measures must be taken to adjust labour
regulations applicable te young workers so that their
specific development and vocational training and access to
employment needs are met.

The duration of work must, in particular, be limited -
without it being possible to ecircumvent this limitation
through recourse to cvertime - and night work prohibited in
the case of workers of under eighteen years of age, save in
the case of certain jobs laid down in national legislation
Oor regulatione.

Following the end of compulsery education, young people must
ba entitled to receive initial vocational training of a
sufficient duration to enable them to adapt to the
requirements of their future working life; for voung
workers, such training must take place during working hours.




BROADLY ACCEPTABLE: in line with UK policy and with
Health and Safety Framework
Directive already agreed

UNACCEPTABLE: decision=s on access to tha labour market
must be for member states in the light
of domastle prilorities

UNACCEPTABLE: implies government regulation of pay
(see Article 5)

UNACCEPTAELE: matter for member states, not Community;

conflicts with UK policy, and incompatible with recent
repeal of all unnecessary restrictions on young
pecple's employment; ignores subsidiarity

UNACCEPTABLE: disagree with automatiec right to
training - must ba in light of labour
market needs; insistence that training
should be within working hours
introduces UNACCEPTABLE rigidity. Could
accept exhortation to iImprove tralning
for young pecpla




ELDERLY FERSOMZ
According to the arrangements applying in each country:

Every worker of the European Community must, at the time of
retirement, be able to enjoy resources affording him or her
a decent standard of living.

Any person who has reached retirement age but who is not
entitled to a pension or who does not have other means of
subsistence, must be entitled to sufficient resources and
to medical and social assistance specifically suited to his
nesds,

DISABLED PERSONS

All disabled persons, whatever the origin and nature of
their disablement, must be entitled to additional concrete
measures aimed at improving their social and professional
integration.

These measures must concern, in particular, according to the
capacities of the beneficiaries, wvocational training,
ergonomice, accessibility, mobility, means of transport and
housing.

TITLE II
IMPLEMENTATION OF THE CHARTER

It is the responsibility of the Member States to guarantee
the fundamental social rights in this Charter and to
implement the social measures indispensable to the smooth
operation of the internal market as part of a strategy of
economic and social cohesion and in accordance with national
practices, notably through legislative measures or
collective agreements.

The European Council invites the Commission to submit
initiatives which fall within its powers, as provided for
in the Treaties, with a view to the adeoption of legal
instruments for the effective implementation, as and when
the internal market is completed, of those rights which come
within the Community's area of competence.

The Commission shall establish each year, during the last
three months, a report on the application of the charter by
the Membar States and by the European Community.

Tha report of the Commission shall be forwarded to the
Eurcpean Council, the European Parliament and the Economic
and Social Committea.




26

BROADLY ACCEPTABLE TN POLICY TERME, buil action for Menber Siates,

BILBADLY AC ABLE decisions on pensions and benefit
1T o L0 TermB f '
P entitlements must be for national
governments.

BROADLY ACCEPTABLE: butf must confine its=elf to measures
which affect the integration of
people with disabhilities into the
labour market (and pot cover edqg.
housing and transport)

UNACCEPTABLE: invites binding legislation at nationial
level and possibly Directives at
Community level to ensure that Member
States honcur their commitments;

conflicts with UK policy and practice of leaving many
areas to veoluntary action by employers and employees.

UMACCEPTABLE: i) conflicts with UK policy of wolupn-
tarism; ii) declaration of principle
should not deal with method and call for
actian

UNACCEPTABLE: Community, and therefore Commission, has
no role in many of these areas

ONACCEPTABLE: as Articla 29.




This annex sets out a list of possible areas which might be
covered by a declaration acceptable to the UK, as suggested by
the Prime Minister's letter to President Mitterand.

The list is divided in to twe groups:

A

Group B

those areas where we recognise that there may be
legitimate scope for action at Community level based
on precedent;

those areas which we believe should be reserved
excluaively for action by Member States, where there
has been no or limited action by the Community;

Employment Growth

Enterprize and Small Firms

Freadom of Movameant

Freedom to engage in an occupation

"reedom of Establishment

Health and Safety at Work

vii} Veocational Training

viii)Pecple with Disabilities

ix) Egual Cpportunities for women and men

S5ocial Protection

The Elderly

Freedom of Assoclation/Negotiation

Employea involvement

Minimum Employment Age
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DEAFT DECLARATION: EMPLOYMENT RIGHTS; FREEDOME AND
RESPONEIBILITIES

THE HEADS OF STATE OR GOVERNMENT OF THE MEMBER STATES OF THE
EUROPEAN COMMUNITIES MEETING WITHIN THE EUROFPEAN COUNCIL

Recalling past Resoluticns of the Council, their conclusions in
Hanover in June 1988 and in Rhodes in Decamber 1988, and their
commitment in Madrid in June 1989 to accord the sams importance
toc social and economic aspects in the construction of the Single

Eurcpean market;

Reaffirming their shared commitment to sccial progress and to the
acceptance of a broad range of rights, freedoms and responsibili-

ties in the Member States;

Reaffirming their determination that job development and creation
and the promotion of labour market flexibility must be given top
priority in the achievement of the Single Market;

Underlining the need for social policies to complement the
commitment to enhance the Community's competitiveness, and
contribute te economic growth and the fight against inflatien,
while respecting the diversity of national practices and legal
and constitutional traditions with regard to workers' rights,
frecdoms and responsibilities;

Confirming that, in giving expression to the social as well as
economic aspects of the Single Market, the respective roles to
be played by Community standards, national legislation and
contractual relations must be clearly established;




Recognising that in relation to matters within the competence of
the Community any action to implement such rights, freedoms and
responsibilities should always be carried out at the lowest

possible level in accordance with the principle of subsidiarity:

Resolved to uphold the respective competences of the Community
and of the Member States; recognising that Member States alone
have competence in the sccial field except in so far as the EC
Treaties make specific provision for Community actlion;

DECLARE THEIR RESOLVE TC GIVE EFFECT TO THE FOLLOWING RIGHTS,
FREEDOME AND RESPONSIBILITIES IN RESPECT OF NATIONALS OF THE
MEMBER STATES AND IN ACCORDANCE WITH THEIR RESPECTIVE LAWS,
PRACTICES AND TRADITIONS:

Employment Growth

The employment policies of Member States and the Community,
in particular those directed towards the completion of the
internal market, shall assist employers of both large and
emall enterprises te improve their competitiveness and thus

to create employment and reduce unemployment.

In the light of the need to restructure traditional
industries and given the speed of technological change,
Mamber States agree on the need to: ensure flexible patterns
of work; provide ready access to the labour market of all
those seeking a job; meet the desires of individuals for
flaxible working patterns; and develop all forms of work,
including part-time and temporary work, fixed-term contracts

and job sharing.

To this end, Member States shall take steps to remove
cbhstacles to the development of all forms of work with the
aim of competitiveness and of meeting the changing needs of
enploymeant .




Member Statezs and the Qnmmunitf reccgnise that unemployed
peopla - particularly the long-term unemploYed = are a
resource or which employers can and should draw:
consequently, Member States commit themselves to the
identification and implementation of means of helping long-

term unemployed people into jobs.

In particular, Member S5States invite the Commission to
produce an estimate of the effects on employment of any
proposals in the field of labour and social affairs, which
shall be transmitted to the Council befcocre any decisions are
taken on the adoption of any measure; and to take full
account of the effects on employment in any proposal they
put forward in this area.)

Enterprisae

Member States recognise the very substantial petential for
employment growth which lies with small and medium sized
enterprises,

Member States therefore reaffirm their committment to reduce
administrative, legal and other constraints on the creation

and expansion of enterprises.
To this end, Member States shall in particular encourage and

promote self-employment.

Freedom of movement

Every worker has the right to freedom of movement throughout

the territory of the Community to seek or take work, subject

to restrictionse on the grounds of public policy, public
security or public health.

To this end Member States and the Community shall work: to

eliminate remaining barriers to the mobility of labour




throughout the Community; to extend and simplify nutual
recognition of gqualificaticns: and to encourage improved
information about employment oppeortunities and conditicns
in all Member States.

Freedom to engagae in an occupatien

11

Every individual shall be free to choose and engage in an
cccupation according to the regulations governing each

cocupation.

To this end, Member States shall ensure that people seeking
work have access to placement services; shall encouraga
competition in recruitment and placement services; and shall
promote vocational guidance services for the unemployed.

Freedom of establishment

Nationals of Member States have the right to take up and
pursue activities as self-employed persons and to set up and
manage undertakings anywhere in the Community, subject to
restrictions on the grounds of public peolicy, public
gsecurity or public health.

Ta this end Member States and the Community shall ensure

that Community obligations on the rights of establishment

are actively cbserved and implemented.

Health and safety at tha workplace

15

Every worker has the right to enjoy satisfactory health and
safety conditions in his working environment. Appropriate
measures must be taken in order to achieve further
harmonisation of conditions in this area while maintaining

the improvements made.




Mambar States shall takea account of the need for the
training, information, consultation and participation of
workers as regards the risks incurred and the steps taken

to eliminate or reduca them.

A1l European Community workers should have access to
continuing vocational training in the light of reguirements

and free of discrimination on the basis of nationality.

To this end Member States shall encourage the development
of progressive training systems for empleyed and unemployed
people based on public or private provision. In particular
Member States shall aim to improve levels of skill in the
workforce; to increase the number of workers holding
relevant qualifications, based on standards of competence
recognised by employers; and to promote vocational training
for unemployed people under the age of 18 to assist theilr
integration into the labour market.

People with Disabilities

19 People with disabilities, whatever the origin and nature of

their disability, should have access to appropriate

vocational training and rehabilitation to assist them to

participate as fully as possible in working life.

Equal oppertunities

20 Men and women shall be entitled to equality of cpportunity
and treatment as regards employment, remuneration and
vocational training.




21

To this end, Merber States and the Community shall ensure
that Community obligations on the egual treatment for men
and women are actively ohsarved and implemented.

Sogial protecticon

22

Workers shall have access to social protection at a level
determined by each Member State and subject to the
conditions and obligations imposed by that State,

Ta this end, Member States shall ensure both that
appropriate social security schemes are available and that
these unempleyed or low paid werkers who have inadequate
means of suksistence have access to rescurces, whera
appropriate by way of scocial assistance, housing assistanca

and medical cara.

The elderly

Workers should have adequate resources for their retirement.

To this end, Member 5tates shall ensure that workers have
access to suitable pension schemes, whether publie,
osccupational wor private, including arrangements for
transferring accrued rights from one scheme to ancther.
Those retired workers who have inadegquate means of
cubsistence shall have access to resources, including
medical care and sccial and housing assistance, appropriate

ko their circumstances.

Industrial relations

26

Employers and workers shall be free to constitute and join

any professional or trade union organisation of their




choice,; subject to any limitatlions 1mposed by national
legi=slation or for national security reascns and subject to
the freedom of professional and trade union organisations

to determine their own membership.

Employers and workers shall alsoc be free not to join such
organisations.

Individual employers or employers' organisationz on the one
hand and individual workers or workers' organisations on
the other, shall be free to negotiate and conclude
agreements if both parties wish to do so, in accordance
with Member States' legislation, traditions and national
practice.

Erplayee invelvemant

25

Member States shall encourage in accordance with national
traditions and practice the invelvement of employees in the
companies for which they work. This may include the use of
either statutory or voluntary arrangements for the
consultation of workers or their direct involvement through
share ownership schemes according to national practice.

[ Individual employment rights

30

Membar States shall provide, in accordance with conditions
determined by each Member State, for appropriate protecticon
for workers in the following areas: unfair dismissal:

redundancy'; maternity absence; minimum pericds of notice of

termination of employment, redress in cases of unlawful
deductions of wages and employers' insolvency. ]

Already wilithin Community competence - covered by
Transfer of Undertakings Regulations




Minimum employmeant age

il The minimum age for full-time permanent employment shall be
the statutory school leaving age applicable in each Member
State. Employment below that age shall be subject to Merber
States' restrictions to safeguard a child's health, welfars
and education.

LA R R LA RN R REEREEREEE

The rights, freedoms and responsibilities set out in paragraphs

1-7 of this Declaration are matters for Member States and for
the Community, each acting within their respective =spheres of
competence and in accordance with the principle of subsidiarity.

The rights, freedoms and responsibilities set out in paragraphs
20-31 of this Declaration are matters for Membar States in
accordance with their national laws, traditiens and practices,
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Ve gl G,

EC PUBLIC PROCUREMENT: EXCLUDED SECTORS ﬁﬁﬁ

Thank you for sending me a copy of your letter u;f}#‘ﬁ;vemher to
Douglas Hurd.

Satisfactory resolution of the issues you mention will indeed be
central to whether we would recommend adoption of a common position,
I am particularly concerned with the provisions on exempting oil and
gas. As at present drafted, they would permit AGIP to give advance
information to Italian engineering companies about its procuorement
intentions in the UKCS but preclude us from ensuring that it gave
that information to British suppliers at the same time. That
discrimination against the UK offshore industry would be politically
intolerable., They would prevent us from checking that AGIP's
procurement was designed to give best value for money rather than
use British taxpayers' money to prop up Italian industry. The
Commission will have to find acceptable amendments and that, I fear,
will not ba easy. Other amendments to the exemption provisions will
also ba needed before the UK could take advantage of them.

There are also other issues which are either of key importance to us
or concern details which could add significantly to UK costs unless
the current provisions are amended. Our officials have beaen
discussing them for some tima. The latest reports I have heard of
negotiations in Brussels suggest that a least on some of them we
still have guite a way to go while, on othars, we have seen no more
than negligible progress. Among the issues I have in mind are our
concerns about state industries, standards, real progress on
compliance, definitions of supplies and works and revision to
thresholds.




CONFIDENTIAL

The importance of these matters and the unlikelihood of achieving
golutions on all of them in the next month or so leads me to doubt
whether there is any real prospect of the UK supporting adoption of
a common position during the Franch Presidency. There will bBe an
opportunity to discuss this at OD(E) on Méonday

I am sending a copy of this letter to reciplents of yours.

Vot

’

o

rrﬂ JOHM WAEEHAM

(Approved by the Secretary of State
and signed in his absence)
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PRIME EI HISTER 15 November 1989

THE SOCIAL CHARTER

We have just received a copy of Mrs Papandreou's draft Action
Plan. Tt 18 likely to be approved by the Commission without

any amendment. A8 drafted it confirms our worst Tears.

First, the philosophy is centralist and dirigiste.

FPor example, *the Action Plan talks of the labour market
in terms of the need for the "management of human resources
at all levels". To achieve this an elaborate new bureaucracy
18 proposaed. At the centre will be a so-called "observatory”
with a remit to forecast, analyse and monitor employment
trends. [t will be supported by a network throughout the
Community of "social information offices. Therse 1is a
suppositien that Trade Unions should participate in the
drafting of directives which affect their interests.

Second, the Action Plan is not underpinned by any sensible

economic analysis. For example, part-time work is denigrated

age having “grown considerably 1in recent years, aften in

a guite anarchical manner". It seems not to have occurred

to the Commission that this growth may have occurred as
a result of individual preference, rather than for want
of regulationl In any event no attempt has been made to

aegass the cost-benefits.

Third, the Action Plan is politically dangercus becausec

it makes the Commission appear to have acted with

gelf-restraint:

The Commission have gone out of their way to

accommodate would=-be waverers (with the exception




of the UK]. The concerns of West Germany and
Portugal have, in particular, been taken into
acocount. If the UK opposes the BSocial Charter,

the Commission want to make sure we are isoclated.

they have not proposed directives 1in a number
of sensitive areas (social protection, minimum
wages, child ecare and the trade unions). This
can be of little comfort: the language in these
areas 1s such that it leaves open the prospect

of legislation at a future date.

they have been careful to pay lipservice to the
principle of subsidiarity. But their
intorprotation of what this implies seems to be

a long way from our own.

they have been careful not to indicate the legal
basez on which proposals will be founded, Eut
it is evident from draft Social Charter
that they will attempt to push all this throaugh

under gualified majority wvoting.

Conclusion

If this Action Plan is implemented it wounld sound the death
knell for much of what the Government has tried to do in
the last ten vyears. Attached in the Annex is &8 list of

some of the worst features of the Action Plan.

At least the appearance of this document will make the iszsues

at Btrasbourg more clear-cut; and it will make it possible

Ior vyou to argue against sBigning-up to the principlel of

anything before it has been fully considered by the Council.
It will however be essential to ensure that the language
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ACTION PLAN PROPOSALS

The following are a sample of the proposals within the Action
Plan. The headings correspond to the relevant sections
of the Bction Plan.

A. Employment and Remuneration

Equitable wage: Acceptance that "wage policy is a

matter for the Member States and the two sides of
industry alone". A Council Recommendation is proposed,
rather than a Directive. But thia, if Member States
endorae 1t, conld well bes used as the pretext for future

action.

Part-time work: A directive is proposed establishing

minimum Community reguirements for the working
conditions and social protection of those in part-time
work. The sole justification is that existing (market-
led) conditlions are “anarchilc®. This would extend
exlisting statutory employment rights in the UK, increase
unnecessarily the regulation of the labour market and
cut across areas currently Tor negotiation betwean
employvers and employecs. A real disincentive to Jjob
creation.

Improvement of living and working conditions

Hours of work: A directive is proposed laving down

"maximum duration of work, rest periecds, holidays,
night work; weekend work and overtime". Goes further

than the existing draft Social Charter. (Eg Commission




could prescribe a 35 hours working week). Implications
are a less flexible labour market,; 1ncreazing employer
costs and Jjocbs destroved. Thiz iz no doubt the kind
of measure the Commisslion has in mind to ask the Trade

Onions to help draft.

Right to a written contract: A directive is proposed

to give all workers a right toc a written contract,
soetting out terms and conditione. Designed particularly
to encompass part-timers, A departure from existing
UE: practice, this could impose heavy additicnal burdens

on small firms.

Tl Social Protection

This area 1is wholly outside Community competence. The
Commission has been careful, therefore, not to propose any

directives. Two policy recommendations are however made:

to bring about a "convergence of the objectives"
pursued by Member States in this area, to reduce
barriers to free movements:

to combat "social exclusion” by ansuring

Pgufficient resources and sorclal assistancea®,

This will of course give the Community a locug in this area,

which the Commission can easily expleoit at a later date,

If discussion alone failed to bring about the desired
'convergence', the Commission would easily be able to justify

a legislative measure to the same end.

AN Indication of the Commission's ambitions in this area
is contained in the conclusion to this section. It states:




"The Commission considers that it would be worthwhile
establishing certain basic common principles for the
Communlity 1in this field =o that: alongsida the many
activities which it carries out in the economic and
social ared - the Community, in a spirit of
golidarity, shounld at least take an initiative to assist

the least advantaged citizens of the Community and

the elderly in particular ...

Froedom of Association and Collective Bargaining

Another sensitive area in which the Commission are treading
carefully. No anitiratives are proposed in the immediate
Euture. But the Ackion Plan scarcely conceals the
Commission's ultimate ambiticns. There is explicit reference
to their intention to secure the support of the industrial

partners to legislation in this area.

For example the Action Plan states:

"With the €two sldes of industry the Commission will
alsa examine the eaxtent ta which and under what terms
the former would agree to participate in the framowork

of the social dialogue, in preparing certain legal

instruments which the Commission would subsequently

submit to the Community bodies concarned.

The Commisslon are, therefore, merely "keeping their powder

dry". Endorsement of the Action Plan would help merely

ta legitimise future Commission activity in this area.

Be Information,; Consultation and Participation

as bad as feared. This 15 one of the areas of greatest

difficulty Ior us. The Commisslon proposes regulations

which would require:




the establishment of a aystem of worker

representation in all large: companies;

the provision of information to and consultation
with worker representatives before major decisions,

affecting employvees, are takean;

the introduction of employee share ownership.

These regulations would undermine the UK's existing voluntary
arrangements and impose additional burdens on business.
Fer example, the reguirement +o consult before major
decisions are takean canld affect Eensitive take-over
negotiations. Shop stewards could use any information gained
to thwart bkids te which they objected. Likewise a statutory

el L,

requirement to run an employee share scheme could be

administratively burdensome to smaller firms.

F. Training

The whole thrust of the Commission's proposals goes against
the Government's wvoluntary approach to training. For

example, regulations are proposed to:

give every worker the right to training leave;

raguire that every young person in a Jjob receives
complementary wvocational training during working

hours.

More requlation and control - goes in the opposite direction
to present Government policy which has, for example, almost

completely dismantled the system of statutory Industrial

Training Boards.
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FROM: PAYMASTER GENERAL
DATE: 15 NMOVEMEER 1989

i
| I& .
PRIME MINISTER e Aa

EC BUDGET COUNCIL, 14 NOVEMEER
SUNmMAry

Tha outcome of yesterday's Budget Council meeting in Brussels was
broadly satisfactory in most respects, though the mandate which

the Presidency was given for negotiations with the European
Parliament is less restrictive than I would have liked.

——— -

Detail

The main issue was economic aid for Poland and Hungary. The
Council agreed a declaration to the effect that it would adopt a
supplementary budget next year in order to provide additional aid
of ldE mecu on top of the 200 mecu agreed at ECOFIN on 9 October.
f_ﬁrgued that part of this extra amount should be financed without

recourse to a supplementary budget. But I received no support

and, given the exceptional’ circumstances, did not stand out
against the option which all other member states favoured.

As regards other non-compulsory expenditura (DNO), the Council

rajected amendments totalling around 300 mecu for which the
Parliamant had voted at itz first reading. By doing 80, the
Council estayed comfortably within the maximum rate of growth for
non-privileged DNO.

It was also encouraging that the Council imposed its will on a
recalcitrant Commission by deciding to budgetise virtually all of

e —
the expected underspending on agriculture 1in 1589. This means

that member states will contribute nearly 2 becu less to the 1990

——————
budget than would otherwise have been the case. (There is a

possibility that the Commission will take the Council to Court on
this.)
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The revised draft budget will be given a second reading by  the
Parliament in mid-December. The Parliament is in combative mood
and, although its spokesmen repeatedly swear fidelity to the
letter and spirit of the Inter-Institutional Agreement (IIA), the
final stages of this year's procedure Tould prove awkward. With
this in mind, the Councli]l underlined tha need for genuine
negotiations (co-decision) with the Parliament; and gave the
Presidency a gquantified mandate which places a limit of 163 mecu

st i e,
on the level of provision which the Parliament can be offered over
and above the revised draft budget. This limit, though fully
consistent with the IIA, is around 60 mecu higher than the level
which I thought prudent (and higher still than the figure for
which the Dutch argued) and T therefore wvoted against d4t.
Neverthaless, the position is an advance on last year, when the

President's mandate was effectively open-ended.

Copies of this go to Douglas Hurd and membars of OD(E)} &and to
Sir Robin Butler.

BT

-
g

g

THE EABL OF CAITHNESS
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FM UKEREFP BRUSSELS

TO TMMEDIATE FCO

TELNO 3503

OF 151900L NOVEMBER 8%
INFO IMMEDIATE PARIS

FRAME INDUSTRIAL
COMMISSION DECLISION DN KEMNAULT

SUMMARY
1« COMMISSION TOOK DECISION TODAY TO REGUIRE THE REPAYMENT OF FF
12 BILLION PAID IN AID 70 RENAULT, IN THE ABSENCE OF ANY
SATISFACTORY FHDFGE&LE FEGH THE FRENCH EDUERHHENl IM THE MEXT THREE
MONTHS. SIGNIFICANT VICTORY FOR SIR L BRITTAN. a

P | T =

DEFALL
2. THE COMMISSION DECIDED UHAHIHDUSL? TODAY THAT 1TS
AUTHORISATION OF AID TO REHAULT HAS HULL AND VOID IN THE LIGHT OF

REQUESTED TO PROPOSE MEASURES TO COMPLY WITH THIS DECISION WITHIN
THREE MONTHS. IN THE ABSENCE OF SUCH PROPDEALS, OR IF THESE ARE
DEEMED UNSATISFCTORY, THE FRENCH GOVERMMENT WILL BE REQUIRED TO

RECOVER FF12 BN FROM RENAULT UNDER THREAT OF COURT ACTION.

COMMENT

3. THIS IS A HIGHLY SATISFCTORY QUTCOME. AFTER THE DEFEAT ON
PECHINEY, BERITTAN'S CABINET WERE MNERVOUS THAT RENAULT RWIGHT SUFFER
THE SAME TYPE OF DEFEAT IN THE COMMISSION. IN THE EVENT, THE ONLY
CONCESSION HAS BEEN TO GIVE THE FRENCH GOVERNMENT THREE RATHER THAN
THE NORMAL TWO MONTHS IN WHICH TC RESFOND. EIR L BRITTAN 158 REPORTED
TO BE HIGHLY CONTENT.

HANNAY

PAGE 1
RESTRICTED




MAIN 173
FRAME IMOUSTRIAL

FRAME INDUSTRIAL
ECOCI)

ADDITIONAL

FRAME

RESTRIETED

DISTRIBUTION

WED
MR RATFORD

PAGE 2
RESTRICTED

DD&E1!

MDHIAN &T725




./ 003710
wOUDHIAN 6712

CONFIDENTIAL

FM PARIS

TO IMMEDIATE FCO

TELNG 1512

OF 151759 NOVEMBER &%

INFO PRIORITY UKREP BRUSSELS

SOCIAL CHARTER: PRIME MINISTER'S LETTER TC PRESIDENT MITTERRAND

1. IN THE COURSE OF A DISCUSSION ON EC BUSIMESS WITH THE MINISTER ON
14 NOVEMBER MME GUIGOU, MITTERRAND'S EC ADVISER, SAID THAT THE
PRESIDENT HAD NOT YET DECIDED HOW TO REPLY TO THE PRIME MINISTER'S
LETTER ABOUT THE SOCIAL CHARTER. HE HAD ASKED MME GUIGODU TO LOCK AT
THE LETTER IN RELATION TO THE COMMISSION'S REVISED DRAFT OF THE
CHARTER. SHE W&S IN THE PROCESS OF DOING THIS. SHE GAVE NO
INDICATION THAT SHE THOUGHT THE PRESIDENT WAS LIKELY TO PICK UP THE
SUGGESTION MADE EBY MRS THATCHER THAT THERE SHOULD BE FURTHER TALKS
EITHER BETWEEN MINISTERS OF FOREIGN AFFAIRS OR BETWEEN OFFICIALS
WITH A VIEW TO SEEINMG WHETHER AN ACCEPTAELE, GENERAL, ERCAD
STATEMENT COULD BE DEVISED. SHE COMMENTED THAT HER FIRST READING OF
THE PRIME MINISTER'S LETTER SUGGESTED THAT SEVERAL OF THE POINTS
MADE IN IT WERE ALREADY TAKEN INTO ACCOUNT IN THE COMMISSION'S
REVISED DRAFT. SHE WAS UNABLE TO SAY WHEN A REPLY WAS LIKELY TO
ISSUE, BUT IT WAS PRETTY CLEAR FROM THE WAY SHE SPOKE THAT SHE HAS
NOT YET GOT ROUND TO DRAFTING.

2. A CAGEY PERFORMACE: WE TOOK NOTE WITHOUT PRESSING, WHICH MIGHT
WAVE GIVEN THE IMPRESSION OF RUNNING AFTER THE FRENCH.
FERGUSSON

YEYY
DISTRIBUTIOUN

MATIN 142

.FRAME SO0CIAL WED
ECD (1) ME RATFORD

ADDITIONAL F‘j/‘ ML ERKER  CRE
FRAME
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PRIME MINISTER

ity Affairs

§ 25 The cChancellor of the Exchegquer may report on the ECOFIN

Counicil which he attended on 13 November. Key points were:

on EMU EStage 1 legal texts, =satisfactory common positions

were reached on the revisions regquired to the 1964 and 1974
texts. Formal adoption iz planned for the December ECOFIN;

on subseguent stages of EMU, there was an exchange of views

based on reports from the high level (Guigou) group and the
Monetary Committee. The Chancellor introduced the UE paper:
most delegations said it merited serious study, but did not
offer a genuine alternative to the Delors report;: but there
was some suppert from Germany; Luxembourg and the
NHetherlands for consideration of later stages not to be

hurried, The Presidency's summing up made clear that the

J—
e —

UK's paper would be among the documents forwarded for
preparation of the Strasbourg European Council; but also
that the European Council would have to decide whether to

convene an inter-governmental conference;

satisfactory Council conclusions on abolition of fiscal
frontiers, including agreement on future systems for VAT and
excigse duty administration. Limits on travellars'
| allowances for private purchases te be abolished by 1993,
subject to possible derogations for Denmﬁiﬁ{_EEEiiﬁgh;:a
Greece. Wide divergence of views remain on tax rates: no

decisions reached;

CONFIDENTIAL
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general discussion of recent developments in Eastern Europe
and possible financial Iimplications for the Community.
Monetary Committea to draw wup inventory of existing
bilateral and multilateral commitments to countries

concerned.

The Secretary of State for Health may report on the Health

Council held in Brussels on 13 HNovember. The Minister for

Health, Mrs Bottomley, represented the United Kingdom. Main
points were:

Tobacgo Labelling Directive and common position en draft Tar
¥ield Diractive both adopted, with United Kingdom

abstaining. Mrs Bottomley explained our support for health
aims of the directives, but emphasised the progress achieved
in the United Kingdom through wvoluntary agreements.
Commlission floated a general statement that wvoluntary
agreements could in principle contribute +to the
implementation of Directives: helpful but doas not fully
meet United EKingdom's concerns;

agreement in principle to successor to the gancer programme

agreed under the last United Kingdom Presidency.

Mrs Bottomley secured clause acknowledging that pubklic

health policy was a matter for member states;

resolution on the fight against AIDS agreed. UK amendments
were accepted; Commission agreed that all appropriate
research items would come within the R & D Framework
Programme ;

satisfactory conclusions on drug addiction agreed, on basis
that they did not extend competence, and on health cards.

CONFIDENTIAL
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e 4 The Secretary of State for Trade and Industry may comment on
the Industry Council which Mr Hogg attended on 14 November. The
outcome will be reported by telegram overnight. The agenda
includes further discussion of state aids to the Italian stesl
industry, and informal discussinﬁth_Empnrts of JaﬁAHEEE cars
aftar 1992. e

4. The Chancellor of the Exchegquer may wish to comment on the
Budget Council which the Paymaster General attended on

14 MHovember. The Paymaster minuted the Prime Minister on

2 Movember about his propcsed line for this Council, at which the
sole item is a second reading of the 18%0 draft Budget. The

cutcome will be reported by telegram overnight.

. The Secretary of State for Employment may wish to mention
that the Commisejon's action programme in the social field is
likely to be published on 15 November, as part of the
preparations for discussion of the Social Charter at the
trasbourg European Council. We do not yet know precisely what
will be included in the final text. But on the evidence so far
it is likely to be unwelcome from our point of wview, both in
terms of broad thrust and specific content. Other member states
are however likely to regard it as relatively moderate.

]::-E_:'i.?r

ROBIN BUTLER

CONFIDENTIAL
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[reeasur, Chambers, Parliament Street, oWI1P 3AG

The Rt Hon Douglas Hurd CEE MP 'CE %)] =
Secretary of State tf'{’&
Foreign and Commonwealth Office

Downing Street
LONDON SW1A 2ZAL ffy November 1989

EC PUBLIC PROCUREMENT: EXCLUDED SECTORS

The Presidency has told Member States that it will try to achieve
a common position next month on the so-called "excluded sectors”
directive. This is intended to open up competition for
procurement by the water, energy, telecommunications and transport
sectors. The Government has strongly supported the directive but
has & number of aims it needs to secure before a common position
is adoptead. I am writing about our tactica concerning thesa in
the next week or two.

Bae t e it

Under the Commission's proposal, purchasers would be required to
prefer pvifers of mostly EC content if they came within 3 per cent
of otherg on price. They would also be able to reject at their
discretion any offers that did not have more than 50 per cent EC
content. France, Belgium and Italy would like to make thase
provisions more stringent. (Ian both cases, the Council could
decide otherwise following an agreement with a non-member
Country. |

Germany, however, has approached the Hetherlands and ourselves
with a wview to opposing both provisions. I strongly balieve
that we should join in opposing them. At official lewvel all
departments are clear that we should opposa the proposal for
mandatcry preference and I am sure this is right. It has however
been suggested that we should accept the facility for purchasers
to reject offers with less than 50 per c¢ent EC content. This
would be on the grounds that to do so would help get the common
position adopted and because it would provide a lever | in
negotiations to broaden the GATT Agreement on Government
Procurement.
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I1f we accepted this facility, some of our suppliers could lose the
benefits of the directive because of the effect on their business
of the 50 per cent provision. BICC, Plessey and ICL have told us
of their fears. More 1mportantly, 4it could also becoma mora
difficult for us to oppose reciprocity against third countries in
other proposals by the Commission. I endorse very strongly the
importance of opening up procurement in the GATT, but suggest that
the EC is more likely to achieve this by willingness to respond to
calls by the US and others to agree machinery on enforcement.

It is most important that in promoting aspects of the single
market we do not lose sight of wider principles. This means that
we should not let barriers be erected against third countries.
The risk in this case is that even a facility for purchasers to
reject offers with more than half third country origin could help
in establishing a drift towards reciprocity. This is a drift
which we have resisted strongly in the past (successfully in the
case of the 2nd Banking Directive) and will need to do so again in
the future (eq in the context of the proposed investment sServices
directive). There is certainly no need to take this risk when the
Presidency is applying pressure to get a common position.

I understand that the Netherlands may consider it unrealistic to
aim simply to remove <the provision. In the absence of support
other than from ourselves, the Germans may decide to offer a
declaration in its stead. I suggest that if necessary officials
should be ready to discuss a possible declaration on German
lines, namely that the Community had acted to open up procurement
in the expectation that our partners in the GATT Agreement would
take similar action.

The Germans have alsc spoken of a provision allowing cffers to be
rejected 1f the outcome of the Uruguay Round is unsatisfactory. I
believe there are conslderable dangers in going as far as this.

R £ oi] I

OD(E) decided last year that one of our objectives on the
Commission‘s proposal should be to secure the exclusion of the
exploration and extraction of o0il and gas. In my letter of
17 October to Peter Morrison, I reported that tha Commission
seemed willing to agree to exempting the sector provided Member
States fulfilled certain conditions, intended to ensure that they
did nmot interfere in companies® procurement. Thesa conditions
have now been provided to us in the form of a draft article.

It will be necessary to consider the conditions very carefully
before we can say that we accept them. If we decided that
coverage by the directive was better than exemption on the terms
proposed by the Commission, or any modification of them likely to
be acceptable to other Member States, we would have to explain to
the industry why we were prepared to accept the disadvantages we
have said the directive will bring. If, on the other hand, we
wish to negotiate on the basis of the Commission's terms, we must
recognigse that the Commission may withdraw them if other Member
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States show themselves to be unsatisfied. This makes it important
not to prejudice our position by statements about the policy of
full and fair opportunity and tha role of tha Offshore Supplies
Dffice, since our Community partners will need to be convinced
that there will be real changes.

Reduction of bureaucracy

We have not so far cbtained support from other Member States for
providing a derogation for detailed rules for purchasers who
submit thelir systems to independent tests and perform
satisfactorily in them. We should not give up on this, buat may
need to accept for the moment that improvements being made to the
directive make it more acceptable as a framework for procurement.
Officials will be consulting on the degree to which our objective
of reducing bureaucracy has been achieved, and on the position on
standards, where we have opposed mandatory application except in
particular circumstances. They will be trying in discussions in
Brussale to reduce the amount of information which must be
provided to the Commission. They will also be having initial
discussions on B draft proposal for enforcing the directive. This
will need careful study but I suggest we can take it as answering

our call for the subject to be conasidered before the main
directive is adopted.

Conclusion

I hope that colleagues will be content with the approach I have
outlined. If there are any difficulties, perhaps we could discuss
them under the “"forward look" at OD{E) on Thursday.

I am sending copies of this letter to the Prime Minister, members
of OD(E), Cecil Parkinson, Chris Patten and John Wakeham and to
Sir Robin Butler.

La{?é/ %’,

fﬁifTEEEEBRL OoF E&I
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10 DOWNING STREET
LONDON SW1A ZAA

From the Privat SErFEREr]

13 November 1989

BQC_, 0 S

BUDGET COUNCIIL

The Prime Minister was grateful for the
Paymaster General's minute of 9 November
concerning the draft Budgel discussions at
tomorrow's meeting of the Council. She 1is
content with the approach he proposes to
take.

I am copying this letter to the Private
Secretaries to members of OD(E) and to Trevor
Woolley [(Cabinet Office).

M

(e

[PAUL GRAY)

Malceolm Buckler, Esg.,
Paymaster General's Office.
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TG DESKBY 1318B00Z ECO

TELNO 3443

QF 131655 NOVEMBER &9

INFO PRICGRITY EURDPEAN COMMUNITY POSTS, WASHINGTON, EAST BERLIN
INFO PRIORITY MOSCOW

INFO ROUTINE UKDEL NATO, BELGRADE, BUDAPEST,. PRAGUE, SOFIA, WARSAW
INFO ROUTINE REYKJAVIK, 0SLO, HELSINKI,., VIENNA, BERNE

COMMISSION INTERMAL SEMINAR, 10=11 NOVEMBER: RELATIONS WITH THIRD
COUNTRIES, AND EMU

SUMMARY

1. DISCUSSION DOMINATED BY EVENTS IN EASTERN EUROPE, ESPECIALLY
GDR. COMMISSION READY TO LOOK WITH GREATER OPENNESS AT PROSPECTS FOR
ENHANCING RELATIONS WITH THIRD COUNTRIES. GDR A POSSIBLE EXCEPTION
TO PRINCIPLE THAT ND ENLARGEMENT BEFORE T1993.

DETAIL

2. COMMISSIONERS HELD ONE IN THEIR REGULAR SERIES OF INTERMAL
SEMINARS ON 10-11 NOVEMBER, TO TAKE A LONGER TERM VIEW OF MAJOR
ISSUES, ESPECIALLY EMU ANMD EC RELATIONS WITH THIRD COUNTRIES.
PREGICTABLY, MUCH OF THE TIME WAS DEVOTED TO THE LATTER, AND IN
FARTICULAR TO EVENTS IN THE GDR. CABINET., SECRETARIAT AND DGI
SOURCES HAVE GIVEN US THE FOLLOWING ACCOUNT OF WHAT WAS A
WIDE=RANGING AND LODSELY STRUCTURED DEBATE.

3. DELORS HAD IDENTIFIED THREE PARTICULAR RISKS TO THE COMMUNITY
FROM CURRENT EVENTS IN EASTERN EURDPE:
(A) THOSE COUNTRIES MIGHT NOT SUSTAIN THEIR DRIVE TOWARDS GREATER
DEMOCRACY
(B) THERE WOULD BE INCREASING TEWSIONS AND INSTABILITIES WITHIN AND
BETWEEN THOSE COUNTRIES AND
(C) THE COMMUNITY ITSELF MIGHT FIND ITS OWN PROGRESS TOWARDS GREATER
UNION BEING SLOWED DOWN,
IN THESE CIRCUMSTANCES,. THE PREVIOUS APPROACHES ADOPTED TO THIRD
COUNTRIES = THE PROXIMITY POLICY, THE POSSIBLE "'THIRD WAY"'® FOR
EFTA COUNTRIES, THE USE OF ASSOCIATION AGREEMENTS AS AN "TANTE-
CHAMBER'' FOR POTENTIAL EC APPLICANTS - HAD BEEN OVERTAKEN. FROM NOW
ON THE COMMUNITY HAD TO LOOK AT ITS RELATIONS WITH EACH COUNTRY IN
TERMS OF THE SPECIFIC CIRCUMSTANCES, NOT OF A GENERAL APPROACH. THE
BASIC PRINCIPLES OF ARTICLE 237 OF THE ROME TREATY, WHEREBY
DEMOCRATIC EUROPEAN COUNTRIES COULD APPLY TO JOIN THE COMMUNITY,

PAGE 1
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SHOULD NOT BE PUT IN DOUBT,. NMOR THE POSSIBILITY OF NEW ACCESSIONS
EXCLUDER . HOWEVER, BEFORE THAT STAGE THE COMMUNITY SHOULD TAKE A
COMPREHENSIVE LOOK AT ITS OWN INSTITUTIONS AND THE IMPLICATIONS FOR
THEM OF MEW MEMBERS, AND THE WNEED FOR POSSIBLE REFORM. THE CASE OF
THE GODR WAS HOWEWER AN IMPORTANT EXCEPTION TO THE BASIC PRINCIFPLE
THAT WO MNEW ACCESSTONS PRIOR TO 1993 SHOULD BE CONSIDERED.

%. LN THE ENSUING DISCUSSION IT WAS GEWERALLY AGREED THAT THE GDR
SHOULD BE TREATED AS A SPECIAL CASE. BANGEMAMN MACE THE POINT THAT
IF THE GDR BECAME A PLURALIST DEMOCRACY AND WANTED TO JOIN THE EC.
CR IF IT BECAME PART QOF THE FRG, THERE COULD BE NO QUESTION OF ENTRY
TG THE COMMUNITY BEING REFUSED. THERE WAS ALSO A WIDESPREAD VIEW
THAT 1IF THE GDF WERE ADMITTED, AUSTRIA WOULD HAVE TO BE ADMITTED
TOO0. SIR L BRITTAN ARGUED THAT THE COMMUNITY HAD A MAJOR ROLE TO
FLAY IN DEALING WITH CENTRAL EUROPEAN PROBLEMS. BUT IT WOULD NOT BE
ACCEPTABLE FOR THE COMMISSION SIMPLY TO PROPOSE TO THE COUMCIL TO
THHOW MONEY AT THESE IN THE FORM OF THE SORT OF AIC ALREADY OFFERED
TO POLAND AND HUNGARY.

2. THE QVERALL CONCLUSION WAS THAT IN THE MEDIUM TERM THE
COMMISSION NEEDED TO COMBINE IT3 RESPONSIBILITIES FOR DEEPENING THE
COMMUNITY., IN ACCORDANCE WITH THE SINGLE ACT, WITH A RATHER BROADER
VIEW THAN IN THE PAST OF ITS ""CONTINENTAL'" RESPONSIBILITY FOR
EURODPE AS A WHOLE. THIS WOULD REQUIRE THE COMMISSION TO LOOK AGAIN
AT ITS EARLIER CONCLUSION THAT THERE SHOULD BE NO EROADENING OF THE
COMMUNITY UNTIL DEEPENING WAS COMPLETED.

6. ON THE GDR SPECIFICS, DELORS URGED THE NEED FOR WORK TO RESUME
OK A MANDATE FOR A MEW AGREEMENT WITH THE COMMUNTIY, WITH THE
ADDITION OF A COOPERATION ELEMENT. DELORS ALSO SCHEDULED A FURTHER
DEBATE ON POLAND AND HUNGARY FOLLOWING HIS OWN VISITS THERE, AND
INTENSIVE ACTIVITY ON THE SOVIET DOSSIER (ON WHICH ANDTHER
COMMISSION SEMINAR WAS PROMISED). THROUGHOUT THE DEBATE, THE CASE
FOR CAUTION IN APPROACHING THE NEW RELATIONSHIP WITH EASTERN EUROPE
WAS MADE MAINLY BY ANDRIESSEN, WHILE DELORS AND BANGEMANN ARGUED
THAT THE COMMISSION NEEDED TO ESPOUSE A WIDER VISION. THE GERMAN
COMMISSIONERS SPOKE MOSTLY ABOUT THE NEED FOR SELF-DETERMINATION FOR
THE GDR, WHEREAS THE NON-GERMANS MAINLY REFERRED TO THE
REUNIFICATION DOF GERMANY.

7. THERE WAS ALS0 SOME DISCUSSION OF RELATIONS WITH THE
MEDITERRANEAN COUNTRIES. IT WAS POINTED OUT THAT THE POPULATION OF
THE 14 COUNTRIES WITH WHICH THE COMMUNITY HAS SPECIAL RELATIONSHIPS
WOULD AMOUNT TO 400 MILLION BY THE YEAR 2025. IT WAS ESSENTIAL TO

FAGE 2
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MAKE & BIGGER EFFORT TO BOOST ECONOMIC COOPERATION WITH THESE
COUNTRIES, PARTICULARLY AGAINST THIS DEMOGRAPHIC BACKGROUND AND THE
RISK OF MASSIVE PRESSURES FOR MIGRATIONM.

B . THERE WAS A BRIEF EXCHANGE ON THE RELATIOGNSHIP WITH THE ACP
WHICH COMCLUDED THAT WO RADICAL CHAMGES WERE REQUIRED. THERE WAS
ALSO SOME DISCUSSION ON THE POSSIBLE INSTITUTIONAL FORMS OF FUTURE
RELATIONSHIPS WITH EFTA BUT NO SUBSTANTIVE CONCLUSIONS WAS REACHED.

@. THERE WAS SOME DISCUSSION OF THE AGENDA FOR AN
INTER-GOVERNMENTAL CONFERENCE ON THE EMU WITH SUGGESTIONS FOR
VARIOUS ITEMS WHICH IT MIGHT COVER, SUCH AS NEW FORMS OF
COOPERATION/ASSOCIATION. BUT THE MAJOIRTY WERE INCLINED TO GO ALONG
WITH SIR LEON BRITTAN'S VIEW THAT THE WIDER THE AGEMDA WAS MADE THE
LESS THE CHANCES OF AGREEMENT.

10. SOME COMMISSIONERS SUGGESTED THAT THE MEW REPONSIBILITIES
WHICH WOULD FALL ON THE COMMUMITY INVOLVED A NEW LCOK AT THE BUDGET.
IT WAS POINTED QUT THAT THE COMMISSION WILL THIS WEEK BE TAKING A
FIRST LOOK AT THE FINANCIAL PERSPECTIVES.

11. AS REPORTED IN TODAY'S '"'FINANCIAL TIMES'", DELORS SPOKE
ABOUT THE CONCLUSIONS REACHED BY THIS MEETING ON THE GDR ON SUNDAY
ON FRENCH AND GERMAN TELEVISION. WE WILL FAX THE TRANSCRIPTS OF HIS
REMARKS. AT TODAY'S PRESS CONFERENCE THE COMMISSION SPOKESMAN
CONFIRMED HIMSELF TO A FORMAL STATEMENT THAT THIS HAD BEEN AN
EXCELLENT MEETING WHICH HAD BEEN ARRANGED SOME TIME IN THS PAST AND
DECLINED TQ REPLY TO GQUESTIONS.

HANMAY

DISTRIBUTION

MALN 194
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PAYMASTER GENERAL
“A NOVEMBER 1989

The Budget Council meets on 14 November to consider the European
—_ e

Parliament's amendments and modifications to the Draft Budget
established in July.

2. This year's budget procedure has been complicated by the
guestion of economic assistance for Poland and Hungary. The aid
package of 200 mecu agreed at ECOFIN in October will regquire an
upward revision of the relevant expenditure ceiling in the Inter

——————

Institutional Agreement (IIA). ECOFIN agreed that this revision

should be deferred until next February. But the Parliament has
e i
attempted to force an ﬂarlier and bigger revision by wvoting for an

increase of 100 mecu in the aid package and fur expenditure on new

policies around 185 mecu in excess of the ceiling.

T

3. There is likely to be a majority at the 14 November Council
to reject the excess expenditure and, in line with the conclusions
of the February 1988 European Council, to atick to tha maximum
rate of growth for so-called non-privileged, non-obligatory

expgnditure (NPDNO). The most difficult issue wil be
Poland/Hungary. Objectively, it makes little sense to consider
extra expenditure until the existing tranche has been allocated.
But, given the political sensitivities, I do not intend to oppose
the 100 mecu root andhEranch. Instead, I propose to argue that,
if tha Parliament believes additional spending can be justified,
then provision should (and could) FEE made within the relevant
cerlling in the IIA {anE_E;Eferahly within fE;-;%ximum rate for
H;E;ﬂ}. The Presidency may go further than this and seek a
mandate to negotiate a deal whereby the Council would undertake to
provide more monay for Poland/Hungary in a supplementary budget
naxt year, in exchange " for the Parliament dropping some of its

————
other amendments. I would need to decide during the meeting
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whether, and on what terms, the UE could go along with any such
deal in the light both of its precise contente and of the attitude
nf-_ather member’ states. A key consideration will be the means by
wh%Eh the Fresidency proposes to reach agreeament with the
Parliament on the growth of non-obligatory expenditure as a whole.
I shall want to make clear that this must involve a process of

ganuine co-decision.

Copies of this go to Douglas Hurd and members of OD(E) and to
Sir Robin Butler.

EARL CAITHNESS
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EUROPEAN COMMUNITY STRUCTURAL FUNDS: "OBJECTIVE 2"

I very much sharea the concerns you eaxpressed in your letter of
27 October to Douglas Hurd about the Commission's proposals to
change the purposes for which European Regional Development Fund
grants may be used.

It has long been cur position that the ERDF i3 the propesr means of
channelling EC funds to support transport infrastructure projects.
This has been our principal argument in tha Transport Council in
resisting Commission attempts there to establish a separate
Transport Infrastructure Fund: so far wa hava besan successful,
with only small grant programmes being approved on an individual
and ad-hoc basis, but the Commission continue to put forward ever
more ambitious ideas for a more permanent arrangement.

1 therefore support tha negotiating objectives which you propose
on the structural funds, and the steps you suggeast to bring
prassure to bear on the Commission's intransigence. Wa should
press thea Commission very strongly to reinstate ports and airports
as eligible for ERDF grants. It is also important to seek to
alter the Commission's preoposals both to limit transport
infrastructure spending to 15% of our total ERDF allocation, and
to set a maximum grant rate of 25% for certain types of transport
investment.

1f you ara to win concessions from Mr Millan on these points, and
others, when you meet him next week, I accept that we may need to
be able to give something in return. I therafora suggest - with
soma reluctance - that you could offer that motorways, paripharal
distributor trunk routes and other major trunk roads that do not
contributa to facilitating productive investment should not be
priorities for these particular Community Support Frameworks - so
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long as it is made clear to the Commission that this should not be
ragarded as satting a general precedent for constricting the scope
for using ERDF for transport infrastructure projects.

I am sending copies of this letter to the Prime Minister, to
colleagues on OD(E) and E(A), to S5ir Patrick Marhew, HNicholas
Lyell, Alan Rodger, Peter Carmyllie and to 3ir Robin Butler.

Al

) |_I

\

Y
CECIL PARKINSON
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FRIME MINISTER

~abinet: C v Affai

1 The Foreign Secretary will wish to report on the & November
Foreign Affairs Council. Main points were:

EMU: Mr Hurd introduced UK's paper; Presidency and
Commlssion accepted that it should be taken into account in
future work; to be discussad further by ECOFIN alongside
Presldency report from High Lavel Group. Commission
promised for April 1%%0 a further paper on advantages and
diﬁadvantages aof EMI. Moat member atates clearly eXpecth

decision at Strasbourg on timing of intergovernmental
conference:;

Poland and Hungary: agreement to abolish discriminatory
guantitative restrictions (QRs) and to extend GSP benefits
to Poland and Hungary. Next Council (27 HNovember) will

consider Commission proposals for improved GSP benefits on
agricultural products of special interest to Poland and

Hungary: as well as a Commission paper (not yet produced)
for action on pnon-discriminatorv QR's.

EC/GDE: agreement to defer decision on mandate for EC/GDR
negotiations (Genscher particularly opposed to opening
negotiations with GDR in present circumstances):

Loma IV: UK, with support from Spain, Germany and
Netherlands, successfully resisted Presidency/Commission
efforts to reach premature agreement on the overall level of

the EC's aid offer to the ACP;

CONFIDENTIAL
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= EC/US: stesl agresment formally adopted.

. The Secretary of State for Trade and Industry may report on
the 7 November Telecommunications Council. Mr Forth represented
the United Kingdom. Key points were:

provisional agreement on a common position on the Pan
European Radio Paging Directive; common position on a High

Definition Television production standard:

discussion of a =single market for telecommunications

garvicaes; no agreement possible on Presidency's draft
conclusions, with membar states sticking to their widaly
differing views on the desirability of liberalisation;

Praesidency conclusions on external aspegts underlining
importance of opening up third country markets (UK having

successfully resisted a Council Resolution as unnecessary

and premature).

fer 2.

ROBIN BUTLER

B Neoevember 1989
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EUROPEAN COMMUNITY STRUCTURAL FUNDS: “OBJECTIVE 2"
(" "

I have seen your letter of 27 October to

Douglas Hurd concerning the line you propose to

follow with the Commission over 1Es new palicy on

ERDF grants. Energy 15 one of the sectors which

would be affected by the Commiszsion's proposals,

although I suspect the practical effect might not

be great. I am content with the negotiating

objectives you propose.

I am copying this letter to recipients of yours.

JOHN WAEKEHAM
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®EUROPE: OUR SORT OF COMMUMITYY®

Many in Britain used to fgnors the Eurcpesn Comsunity as & foreign
irrelevance. More recently 4t has besn coricatursd an a2 kind of
elaborate continentsl plot. Its detractors have inveighed against
the faceless men of Brussels as doctrinaire, self=important,
interfering, petty, burssucratie, senctimonious, undemocratic,
panpared, power=hungry, and even corrupt. The peddlers of

dangercus utopfanise. Protectionist te thelr fingertips.

True belfevers have been equally extravagant fn thelr enthusiasnm,
seafng in the Community a symbol and an instrument of Eurepe's
common sspirations® A vision bequeathed to us by the Founding

Fethers, and 4n denger of baing betrayed by those who hesitate,

even for a moment, at the Immsdiate prospact of total Eurcpesn
Unfon. '




To me 1t seemn quite extraordirary that a debate 1n such terms
should still Linger on, But it deas: Like Juperannuated
Sumo-wrestlers, the protagonists circle sach other, It {s an
extraoroinary spectacle in & country which prides 1tself on 1ts

pragratiss,

And because 1t 13 so distracting, 1t prevents us from making the

fmpact we could on the Tssues that matter: the sctual palicles that

the Community should be pursuing.

The Buropean Comaunity has naver Been just snother
inter-governmentsl ergenisstion. It has from the cutset had
institutions specifically designed to provide the dynanism of &
conatitution, rather than the buresucracy of Traaty Secratariat,
But for as long as decisfons had to be taken by all the Member
States acting unanimously, stagnation was the result, In the
Bingle Eurcpean Act of 1986 all the Masber States, ncluding
Britain, decided to end that stegration. They did so by bringing
to the fore the system of decinion-making by majority voting. They
decided that their interasts wers batter served by sllowing
thenselves to be outvoted on occastons than by continuing to make

only snefl=L1ke progrecs tovards & genulne Bingle Market,

They were Implicity agreeing with the wise obuervation that
severeignty 1s not something that you either have or do not have,
Like & fanily hefrloom, which you take out and dust down avary now
snd then, to make sure that 1t 4s still In your possession snd

still 4ntact. Seversignty e, rather, in today's world a seversly




practicel concept. Thare 18 no pingle decinton-making powsr, the
existence of which com Ba Fegarced today a3 the touchstone of
soversignty. Re=interpreted today, sovereignty should be regarded
as the ability to have the maxisum possible say in determining
one's cwn future, in the circumstances that sctually exfat. The

concept of total sovereignty fa, frankly, a dangerous {Llusien.

Instead you have to ssk on 8 pragmatic banfst how can I most
effectively achiove what 1 want for my country? Sometines the
angwer will be to take action at the natfonal Level. At other
times 1t may be Best to reach bilstersl or multilateral agreements.
But there will be cecanfons when the right leng=term ansver will be

te pool soverefgnty with others, in srder, paradoxfcally, to

schieve an ocbiective which =iy be of paramount natieral Ymportance,

The control of {nflatien? The protection of the snvirchment?
Evaryone will have their own view as to which obiectives cen best
Be schieved by which means. But the key featurs of such » concept
of severefgnty 10 that 4t has to he ipplied on a cane-by=cane :
basfe. It 1n still founded on the Belief that there 9 such a
thing as the natfanal interest. It does not sk for that to be
subordinated to soms sypranstional {desl. But 4t interprets the
national {nterest 1n & broader, more long=tera way than has
hitherte bean the case. Above all 1t sesks te avold eonfusing the

bare fors of sovarsignty with the substance.




Nor sheuld we confuse sovereignty with national fdentity. We have
confirmation virtuslly every day that &0 years ef cppression in
Eastern Eurcpe have merely strengthened the sense of matdonal
identity. Brussels fa no Politburo. T am & Comaisafoner, not a

Comnismar. If the countries of Western Eurcpe have come together,

it 15 because their citizens want to do wo. But we alss want ta

preserve the rich ratfonal traditions which give Eurcpe 1ts depth
ond ecolour. Fortunately no one could eradicate those traditions if

they tried, Indeed, they give Burcpe 1ta special fascination,

It 49 & fascination which 1 particularly marked for the younger
generatfon. Thefr knowledge of Eurcpe 1s derived from cheap
travel, rather than g painful personal or historical recollection
of past wars. For them the traditional concept of soversignty is a
reaningless abstractfon. But that does not Lead to a starry=eyed
fdealfam, Rather than that there 13 a2 recognition that British
Interests may froquently have te ke fought for robustly, but in a
way that makes sense In today's world, and not on the basis of &

rigid and outmoded constitutional theory.

The question thus becomes: what approach to the handling of
Eurcpean sffafrs stands the bast chance of securing scceptance for
the ideas and polictes that we believe 0% Even aftsr only ten

months in the Commiseien I have no doubt as to the right ansver.




There sre two bases on which te build,

The firet 18 to Influence preposals at the deas stage, so that the
policien that come forward reflect much mors than st present
Britfish priorities. This 18 not Just pile 1in the sky. Thers 18 no
separate and identifiably "Community™ approach te policy-making.

At the end of the day those 4n the Eurepsan Commissien who put
forward policies are conditionad by what they regerd as the

priorities, based on thelir exparience of the differsnt menber

eountries. France and Germany are much sors adept than Britain 1n

pregenting their 1dess as the ones which ought to be glven priority
and translated into action, It {s frequently Tdeas born of their
experience rather than that of the U.K. that find thefr vay into
the Llegislative proposals and actien programaas of the Community.
To change this ealls for & pre-active rather than 3 reactive
approach on Britain's part, Stop askingt what 18 Mtting us from
Brussels and what can we do about 1t1 Start asking: s there
snything that we want and how can wa persuads Brussels to put 1t

forvard?

The second basls for a more positive approach 1s to Llook at sach
new proposal as 1t gmerges In a clear-headed wiy, If 1t 1s totally
unscceptable, say so at the outset, But 4f it 1a Lfkely that In
the end Britafn will, however reluctantly, go along with some
version of what has besn proposed, the right appreach fa to say at
the outset "Yes, but ..." rather than "Wo, not for the present®,
Thet would not step Britain negot{ating toughly on the detaile, and

evan refecting the proposel in the end {¢ the changes required are




not accepted. By saying "Yes, but ,.." at the ocutsst you stand a
far better chance of shaping the proposal into something sceeptable

in the end,

Looking at proposals in this way alse mesms seeing them as they
have developed, and not as they once vare, Sosetimes we risk
becoming the priscrers of cur swn propagands, The Eurcpean Company
Etatute s a good esse 4n point. The obastacle to allowing Eurepean

cenpanies to be sot up has always been the probles of worker

[

participation. Britfah businessmen have very understandably been

reluctant to have workers on the Board, as » conditien for the
creation of & furopean Company. In that they have had the vigorous
support of the Government. But mesnwhile, what has actually besn
proposed has charged beyond all recognition. Hes the British

perception kept up with the reality?

bo British businessmen appreciste that the current proposal dows
not force s European Company to have workers on the Board? That if
there {2 no agresment Betwsen workars snd mansgenent, the
RANBgEmANt can set up the company on the basis of model articles
lasued by the Eritish Governsent 1tself? And that the only
relevant requiresens that those artfcles will have to contain 1s &
provisfon requiring management to econault the workforce about the
implementation of major declelons? Not & reguiresant to consult
sbout the making of those dectielons, but enly about thelr
implementatfon = and even that hedged around with exceptions 1n the
case of cemmercially-aensitive tnformation. what g nov required

i a Limited consultation procedure, falling short of that followed




by most leading British companies todsy. $c why should Britain
deny its companies the opportunity = not an obligatien = to set up
& Eurcpean Company? The truth fs that Britain has canpaigned so
hard and sc effectively against workers on the Board, that 1t finds
ft difffcult te sppreciate that that battle has new bean won.
Knowing when to proclaim vietery, rathar than to continue to tilt

against windeflls, 99 o skill we have yet te master.

S0 far I have focussed on the soversignty debate and on the right
approach to decisden-making in the Community. Therein Lie some of
the obstacles to our making the best of the Community and sur role
within 1t. But what of the actusl policies that the Community

should be pursuing?

The top priority must be the completion of the 1992 process. Much
progress has of course been sade, for exssple in the ares of
banking, But thorny 1ssues remain. Frontier controls and {ndirsct

taxation are but two of thase.

Two basic questions seem to recur: should the Comnunity's genersl

spprosch be Interventfoniest or sarket=oriented? And should 1t be
cpen towards the outside world, or protectionist?

.
For me the answers are clear. The Community will be nelther
succensful mor accaptable to those Living within 1t 1f 1t 1s
dirdgiate and nannying. And 1t would be short=sighted and
ultirately self-defeating for a group of nations so heavily

dependent on trade to be 1lL{bersl in 1ts external relations, A




deregulatory and cpen=market spproach, on the other hand, will
trable vy to {ncrease prosperity and chofce, the verdsticks by

which our sfforts should be Judged.

There are of course strong dirigiste and protectionist tendenciss
within the Comrunity. But the sxtent te which the Comaunity 13 now
peinting in the free-market direction has been inadequately
sppreciated, The whole 1992 process s ftaelf funcdamentally

Liberal in spprosch. It 18 Bresking down the barriers betwesn the
Member States which have up to mow prévanted the creation of a
genuine Single Market. Mare specifically, within the Last feu
wonths & rusker of ¢ructal decislons have been taken by the

Cemmizaton which point decisively In a Liberal direction.

AMr transport 1u one example of our efforts to break down
unnecessary sand fLLibersl regulation, 1n order to benefit

travellers, threugh chespar fares snd more convenfent services.

Telecommunications' servicen s snother case in point. Thare
national monopolies have tended to drive up prices, stifle
{nnovation and antrench inefficlency. Our efforts to cpen up this
warket will help consurers and smaller business throughout the

Comaunity.

But {f the Eurcpean Community s to prove & Liberating 1nflusnce

and not a centralising and corporatist one, we sust further develop
end apply the prineiple that deglsfons should be taken at the

Lowest sppropriate Level: as close as posaible, that 1s, te the




prople who are affected by them. This 48 known in Eurospeak as the
principle of ™pubsidiarity™. We may, for example, need to decide

on toxic vehicle emissfons at Buropean Level. But thers 15 on ths
other hand no resson to prescribe how Member States should organise

thelr schools, sy, or, 1n my view, their {ndustrisl relationa,

We should always mek curselvas, particularly In the social domain,
fs this really & deciuion that reeds to be taken st Community
level?

11 1t {8 not, the Community would be wise to set out the genaral
ebjective, but Leave 1t to the {ndividusl Member States 1o achieve
that ss they wish, according to thalr own traditions and thelr own

Laws,

Subsidiarity should not be seen as scmething for the theologians of
Community law, but as something intensely practical) vhers to draw
the dividing Line Batvesn what s best done by the Community, and
what 1s Bast dene By national governsents. Even if the Community
has the Legal right to legislate, 1t should exercies & self=denying
erdinance, unless the problem can reslly only be resolved by action

at Community Llevel.=

Everybody now pays 1ip service to this prinelple, But 1t needs to
be developed snd spplied with much more rigour in prectice. Too

often 1 see Legiolative and spending proposals coning forward

without proper consideration of whether the Community fs really the




rafsed within the context of European broadcasting policy. It 1a
reasonable for Britedin to ask for understanding in the context of
the Socfal Charter. But 1t 18 equally ressoradle for our

Continental partners te ssk for understanding from Britain whan 1t

comes to brosdoesting.

It {s only since coming to Brussels that I have fully appreciated
the eonstantly increaning dominance of the English Language in the
Europesn Community. In Portugal Last month I sttandsd a Confarence,
With delegates from all over the Community and beyond. The only
Language which wan spoken there was English. In Belgium, with 1ta
two Linguistie traditions and semi=federal structure, signiffcantly
fewer Flemish people speak French todsy than ten ysars age. A
major facter Bahind this has besn the pervasive influsnce of
English=language television, and above all Amerdcan films. It 1s
not surprising, therefore, that against this background thars
should be an extremely widespread and very strongly felt feeling
that popitive action 18 now nesded to prevent the non=English

speaking cultures of Europs froa being swamped.

It s vary comfortable for me to be able to speak English at almost
all the meetings I ettend. But 1f you value the richness and
diversity of Europe's cultural heritage, you have to agres that the

present trend towards uniformity should met go unchecked,




That 18 why = somewhat to my own surprise = I am not unsyapathetic
to those parts of the Comeunity's "TV without frontiers™ Birective
which aim to ensure that an adequats propartion ¢f programmes are

of Eurepaan origin.

1 eertainly would not favour rigid quotas, but the current
requirement that, whers practicable, » sajority of programaey
should be of European origin, seems to me to have schisved o
reasonable balance, The single broadcasting market will bring
immense new opportunities, fer the US as much as anyons elas. It
9 & positive=sum game. The U.3. currently has enly 28% of the
existing market, so there 1s plenty of scope for further U.B.
expansfon, even 1f, as we should, we take positive action to

premote Furocpsan productien.

The maintenance of cultural diversity may need special sction. But
fn » more general sanse, there 1s no need whatsosver for the
Comeunity to be a force for centralisation and uni foraity, On the
contrary the Community can help to praserve and develop its
diveraity by helping the regfons within the Mesber States to escape

from the fesling of being suffocated by national centralisation,

The Community ean pgovide the reglons with e wider framework from

which te operate and express themselves.

By instinct and exparience I have Long been & belisver in sn active
regional polfcy. This s something which can now be conducted
particularly effectively st Comsunity Level, The Reglonal

bevelopment Pund, and control over mational subsfidies, ars the main




fnatruments. But the very sxfstenze of the Community's
fnstitutions provides a tier of deciaton-naking beyond the
indivicdunl Member State that challenges assumptions that have often
been made about the role and dependence of the reglions, We are
already seeling in Edinburgh and Cardiff » striking interest 1n the
Eurcpesn Community as an antidote to the dominance of Lendon, And
the same process {s taking place in Catalonta, sy, or in the
Meziogiorno.

This process does not depend on or Tmply devolution of politieal
power to the regions. It {s more » cane of snabling thes to

re=ssaert their {dentity In the broader European context,

As the frontiers of Europe coms down, seme now artificlal national
divisfons will become Less {mportant and regionsl fdentities will
be refinforeed. We are already seeing for example, a revitalisstion
of Alsace. For seventy ywars Alsace was # victis of 1ts position
en the Rhine, » political fault-line 1n Europs. Teday 1t 19 a
self-confident, dymanic reglon which 18 again fulfilling 1ts

traditional role as & higheay, not a barrfer, te Eurcpesn trade.

The stance of the Cpmaunity for which we should be alming in the

19808 44, tharefore, & clear onet Libersl, outward=looking and
encouraging diversity; never sapire=buflding, but alsc naver
reluctant to do at Comaunity Level what can best be schisved by

sction In commeon.




These are the objectives, but sre ths present fnatitutions of the
Community adequate to attaim them? This 41 eften put in the
cant#xt of the argument in favour of ircreased federalism, A
debate in these terms seems to me peculiarly sterile, It {3 an
unwitting repudiation of the unique character of the European
Cemmununity. The Community s not a United States in embrys. Why
should 1t Be? It 12 not a collection of colonies bacoming
independent and seeking to create o new mation. It s @ group of
exiating states, many proud and anclent, inereasingly converging to_
achieve together, on a permanent basls, what they have not bean
sble to achieve separately. It 45 sul genaris: an svolving
constitutfonal structure. It 13 not the first stage in creating a
replica of some other country's constitution. To preceed ad hoe 1s
not to lack principle, but to recogniae that 1t 48 enly by
procesding step by step that any ultimate goal will emerge from the

mist.

But there are some fomediate and vital decisfons that need to be
taken both sbout the Community's {nstitutions and the Proper #sope

of decision=making st Community Lavel.

The firat 1saue s Eht!hlr the Community's decisions are subject to
adequate democratic control. In principle thers {1 mo preklan,
Only the Commissfon can put forward legislative preposals. But
they will only gather dust 9f the mesber States do not sccept thea.

In each Member State the govarnment s in principle fully

sccountable to 1ts demccratically=slected Parlfazent for the

posftien 1t takes up In the Council of Mintsters of the Community.




But the practice s very different. Westmingter at present cannot
cone aatiafactorily with Community affalrs and as » result does not
make the 1spact that it should on the Government's handling of

them.

It 1s of the grestest importance that this should ehange,

For what comes from Brussels 15 no longer just of intersst to those
who specialioe In European affairs. Proposals from the Community
sheuld not be Left to the competing prefudices of the Europhobes
ond the Eurcphiles, considering these metters in a Committee
dealing exclusfvely with Eurcpean affairs. The dapth ef our
relationship with the Community makes that a totally sutdated way
of handling matters. Community propossis relating te the
environment should be regarded as an aspect of environmental
policy, and not an aspect of Eurcpesn policy. And of courss the

sone gown for all other subjects.

The main effort of examining draft Coamunity Leglelation should
therefore pass to the Select Committess responaible for different

poliey aress, They would be sble te bring greater sxpertise to

Bear and be able to do 3o quickly, But they will need three or

four menbers on sach Comnittes who are spectally designated to keep

in touch with what is happening at the Eurcpean Level,

Nor will this in ftself be sufficlent. MEPs, too, have a
particular role to play., They have no €ocvernsent duties or

anbitions to distract them. So thay concentrate on examining and




anending European lagislation, They are therefors uniquely well

placed to help the UX Parliament, It would surely be senafble to
mobilfae thelr sxpertiae by inviting two or thres MEPE to sit with
sach Select Committes when 1t 15 engaged In scrutinising Community

legialation,

The cbject of thess changes s to 1nerease knowledge of Europe and

Westainster, to bring mere Influsnce to bear at an earlier stage,

snd perhaps, most important, to help Parliament to start burrowing

inte the fabric of Europe, developing the {nformal Links and
friendships, both with the European Parliament and with the
Comminsfon, which are so vital f Parlisnent 1s really to make &

safor impact on what {s done by the Coamunity.

But thers 18 ancther institutionsl {esue that 1s sven mors doafnant

ot the moasnt. That 1s of course Economlc and Monetary Unfon.

Last June, meeting in Madrid, all twslve Lesders of tha Consunity,
Including Mrs Thatcher, restated their cosaltment to Econonic and

Monetary Unfom, But what doss that sctuslly mean?

Nobody disagress sbeut the first stage which Ynvelves tightening wp
the instutional arrangements for cloger cocparation, designed te
bring about » greater convargence of poliey. MNor s there any
disagreement that this first stage {ncludes memberahip of the
Exchange Rate Mechanfsm of the E.M.5. on the part of thoss

countries which are not yet members. The British Governnent agresd




te this, 1f not to any specific timing. It did #o, no doubt,
Because it recognises the concrete bersfits that aéabership of the

E.R.M. have brought to those countries within 1t,

Burinesses have the inmense advantage of far greater certainty
about the value of currencies in which they trade. They can better
exploft sxport opportunities as » result. But sbeve all, the
history of the last ten yesrs har shown that manbership of the
E.R.M. has brought Lowsr inflation snd Lower interest rates. It 1
striking that France was once » country of high inflation, but now
has & rote of {nflatien comparable to thet of Germany. Irsland has
sfnce 1985 enjoyed lew and stable inflatfon in the E.M.5. Britain
by contrast, 1n spite of having & Government which has given tep
priority to the battle agatnst inflation, and which has been
remarkably successful in bringing 1t dewn from the peaks of the
1970s, still suffers frem rates of {nflation way above those of our
principal trading partners. It reslly 12 a bit strange to have
Been arguing the merits of E.R.P. membership in scademic
sbatraction, when the practicel effects ars thare for all ta dee.

Academice, L1ke accountants, sheuld be an tap, and not on top.

As the official policy of the Governnant 1s to foin the E-R.M., the

real questien fs: when? It {3 reascnable te walt until inflation
s clearly pointing downwards. The signs are that inflationary
presasure s slready abating. But thers {5 no need or Justification
for waiting until fnflatfon resches the European aversge. After
sll, by definftion there must be seversl menbers of the E.A.N. whe

have Inflatfon Levels sbove the average, but have been contented




members of the E.R.M for years. Nor {s there any real resson to
weit for the further removal of capital and exchange controls

within the Community next summer,

After all, most exchange contrals in the major Burcpean countries
have already been successfully digmantled. 1In France, all capital
transactions have been freed from controls. The only cbstacle
2till te bde removed fs the ban on French citizens freely opaning
benk asecounts abroad. In the Forefgn Exchange markets Eurofrane
and domestic franc interest rates are now virtuslly fdentical.

That fncdicates very clearly that thare 18 me resson to believe that
the E.R.M. will be under such stratns next year, that we need walt

to see what happans then before Joining 1t.

And what of the suggestien that we should walt until scas of the
other barriers to trade within the Community have comse down? Thay
are indeed due to do mc an part of the 1992 process. A large

neasure of agraement has alrasdy been reached as to hov to bring

this about. But there 1s mo economic reason to walt fer further

progress.  The other countries also want to move towsrds 1992, but
they are already enjoying the banefits of E.A.A. manberahip.
Joining the E.R.M, in not o prize te be given to our partners when
they come up to scrateh, but » benefit for curselves {1 enly we
would take ft. There Vs, therefors, ne good resson vhy Britain
sheuld not foin the E.A.M. within a very fev months from now, and

many poverful ressons why we should.




Not the least of these {8 the Government's desire to have a
significant Influence on the next steps towsrds Econonic and
Moretary Unfon, Why should our partners heed what we pay, hovever
sensible, 11 we have not even done what we agree 1 necessary for

stage one?

That dees not mesn that thers 12 any need to sccept the remaining
stages of the Delors Report as they stand. Nor 15 thers any
justificotion for a precipitate rush to negotiate thoss stages, It
wat fndeed agreesd that alternatives could be eonsidered. That
eakes 1t all the more important that Britain should Join the E.R.NM.
soon, so that asltermative views can be seriously examined.
Britain 13 right, for example, to refute the suggeation in the
Report thet you have to have rigid central control of the fiscal
poliey of national goevernments. There 48 ré need or justification
for thers to be control of the size of budget deficits or surpluses
on a Comeunity basfs. That would be & wholly unnecessary
fntrusien. A cemaitaent to # common monetary policy would
sutomatically lesd to market pressures for a high degras of
sonvergence of fiacal policy. But the Level of publie spending and
the taxstion nesded to finance 1t 1s something that cen ba

perfectly well Loft to netional governsents to determine, buring

the many years when the Gold Standard provided an effective comson

monetary poliey, there was ne quastion of central sontrol of fiscal
poliey. And In the Unfted $tates and other federations today Etate
budgets and revenus sre often of major macro-economie fmportance.

But 1t 15 not thought necessary to centrol them te prevent conflict

with monetary poliey.




When 4t comes to the monetary half of the Unfon, the questions
thet must be asked are: what are the benefits of monetary unien,
énd can they be achieved 1n a way that 18 significantly differant
from what 1s suggested 4n the Delers Report? The benefits are,
quite aimply, the berefits of the E.R.M. writ Large. If exchange
Fates are fixed parmarantly, you have & common currency. It makes
me @conomic difference whather that s expressed on bank notes, in
pounds, of 1n ECUs. It fs » gquestion of convenlence for
individuals and of sentiment. Why not, them, put on our bank notes
the words: One pound, squals "x' ECUS? The peund could then
continue to be used an before, but 1ts permanently fixed value
sgainst the ECU would be elearly stated. The hallmark of monatary
unfon, and ndesd of a common currency, 1s not the word that you
put on the banknotes. It {a the permanence of the value of thass
notes compared with other banknotes fususd elsevhare, and thelir

consequent acceptance scross the Coamunity,

In an E.M.U, in that sensa, the benefits of the E.R.N. in terms of

the control of Inflation would be rednforced. This is bacayss the

risk that now exfsts, even within the E.R.NM., of & realigneent of

currencies would be finally remeved. Above all thers would be a
magsive further reduction in tha cost and uncertainty faced by
busfnessmen trldini‘thrnughnut the Community. They would be
trading In what would 1n effect be # single currency, but ordinary
eftizens would have the confort of 1t baing expressed in pounds and
pance, a4 before, on thelr notes and coins. To know what they had
to pay when trading abroad, businessmen vould reed only &

calculator, and not & Buresu de Chenge. And 11 they chose to trade




fn ECUs they wouldn't even need that. It is no sccident that the
two most powerful ecomomies in the world, the USA and Japan, have a
single currency, despite their sfze and the diveraity of their

regions.

These, then, are the benafits, The Delors Report envisages that
the cemmen monetery policy that weuld be needed to secure them, '
would bBe schieved by bringing together the exfating central banks
ef the Community inte sonething Like the Federal Reserve of the
Unfted Stetes. If an alternative routs is to ba conaidered
serfously 1t has to be shewn that the same benefits will flow from
ft. If net, 1t cannot be cracibly described as Economic and
Monetary Unfon, which s, after all, what the British Government
s8id it favoured Last Jure 4n Madrid, What, for exasple, does the
use of competing currencien all ever the Conmunity actually mesn in
practice? Would 1t ultimately Lead to » single currancy and single
monetary policy 4n the sense that I have described 1t7 1In
conaidaring the Latest Britiah proposals, the doubts and
azbiguitien on these points are bound to be sxpoied to ths most

seprching serutiny.

For my part I see no resschs for us ta shy away from the concept of

8 Federal Reserve-type of Burcpean Central Bank, operating as in
the United States on a decentralised basis, If it were based in
Lendon, which as Eurcpe's financial powsrhouse would be a ratural
home for 4t, the benefits to ths City would be encrmous. But there
will of course be no chance of that happening unless Britain wers

to show 9ts enthusfese for the project from the cutset.




Two main cbjections have, however, been put forward. First, it 1»
said that 1t would be an unacceptable Loss of soversignty to have
monetary pelicy determined en a Community Basis. I suspeet that
that 1 & view put forward by politicisns for peliticlans, rather
than one that has any desp populsr roots. Ask the man in the
street whether he would rather have Lower inflation with a European
Central Bank, or higher fnflation with totel national control, 1
have little doubt what the smawer would be. In any avent, what
sort of expressfon of sovareignty 45 1t to have to race after the
Bundesbank wvithin minutes of {ts unilaterslly deetding te put uwp
fntarest rates? Wouldn't we be having more control over our
#ffairs 11 the Bank of England had a majer say in what happened, s

part of a decentralised Eurepsan banking suthority?

The other mafin srgument ageinst such an suthority 1s that it would
not be sccountable. If 1t 42 to be Independent 1t cannot, by
definition, be given tnatructiors By any eutsfde body as to the way
1t cperates, But the history ef menatary pelicy, almost whersver
ft 13 conducted, shows that Goverrments of all politicat
persuasions are tempted to Lower thelr guard and allow 1nflationary
prassures to build up, when they sre under short-tarm electoral

Pressure. If, thercfore, you really balisve that s stable currency

is the recessary hrrr'quixiti for sconcaic prograas, the best and

perhaps the only way of guarantesing 1t 1s to allow wonetary policy
to be conducted on a day=to=day basis by an Independent cantral
bank. That 1s what West Germany has done, for forty years with
outstanding success. It 4s Lkely to be as necessary at Community

Level as at natfonal Level.




Intellectually, 1t would be fafr to sby that the battle for Open
Burcpe has been won, The Liberal reciproeity clouse n the
proposed banking Legislation 45 token of that victory. Our
trading competitors are now worried not by the barriers of Fortress

Eurcpe, but by the competition of Fraedom Europe.

The Community's eontributisn to the Liberal world trading systen
must, however, aleo be reflected in {ts politfen, and aspecially in
fts relaticns with 1ty closest nefghbours. The most urgent
questiocns here dnvolve the role that we should be playing in the
drama unfolding n the Soviet Unfen and Central Eurcpe and in the

questfon of the enlargement of the Community 4teelf,

Mo one can now say what the Burcpean political Landscape will Llook
Like 4n a yoar = Lot slone 1n 2 decade. It s already cloar,
however, that the artifiefal {ce age feposed at Yalta 13 draving te
8 close. The Soviet Unlon and {ts foraer satelliten face dranatie
and unsccuntomed political chalcas internally, and 1n thetr
external relatfons, At the risk of sounding vainglorfous, I
believe the Eurcpesn Community offers thes an inspiration and an
#xample not Just of ecoromie success, but of politfcal stability,

democracy, and perhaps grastest of all, sucennsful political

collaboration betwsen governments of diftering parties united by

their common 1deals.

It 13 not good enough, of tourse, fust to offer an axample. We
sust be participants in the changes taking place, not mere

cbsarvers. That does not simply mean spending n lot of soney. The




This does ret mean that the monstary authority should be allowed to
operate without any check or gontrol. Inm the first place the
general polfcy 1t must follow, giving primacy to the battls agafnat
inflation, would be Ladd down 1n the conatitutfonal charter setting
it up. EBecondly, Like any other Community fmstitution, it could be
challenged fn the Eurcpean Court of Justice 1f 1t vere thought to
have excesded or abused ts powers. It would not, morsover, be
cperating in & vacuue. It would be natural and propar for 1t to be
required to report both to the Courcil of Ministers and the 8
Eurcpean Parliament, and amguer quastions on the conduct of fta
cperations. Finally, 1t would sven be ponaible to provide soas
mechaniom for the dismiesal of {ts Soverncrs 41 both the Couneil

and the Parl{amant had clearly and overwhelmingly lest confidence

in thenm,

Let me flnally tuen to soms of the unresolyed external gquestions
facing the Comaunity, The ghost of Fortress Burope, as I have
safd, has now been Lald to rast. The tids of Libaralination within

the Single Market now 1s carrying through inte 1ty extarnal trade

poliey: on gars, for example, coamon nationsl quotas ageinat
foredgn fmports will have to be SErapped an @ consequence of 1992,
Thers may need to be & short transiticnal period to a fres market
for cars, but thers s gensral acceptance now of the cpen-market

objective, and of the need to achieve 1t gquickly.




Community Budget {a relatively seall and should remain 12. The
Community camnet and should net play the role of » major
international financier, It primary respensibility, rather, must
be to coordinate cur Joint Feiponse to events as they develop and

to establish the framework for futurs cosperation.

First, we can achisve this through cocperation agresments with the
countries fnvolved, such as the ones recently concluded with Poland

and Humgary.

Becondly, we con play o ccordinating role. In an interesting and
fnnovative development, the Commlssion Wit called on, at the &7
Summit sarlier this year, to pull tegether the Group response of

the 24 OECD eountries tavards Poland and Hungary. Thet s & task

we are undertaking with enthusfasm and urgency. A great deal has

already Been achieved: from Immedfate food afd, to vary Large loans
from the Eurcpean Investrent Bank, to offers of tralning and

practical exparisnce 4n professienal flelds such as banking.

Thirdly, and this s magt fmportant, we must demenstrate that we do
not exclude anything 1n the future srchitecturs ef furops.
The case of Germany, where recent svents have revived the debate

ever re=unification, 12 a specially delicats one,

It 10 understandable, and {ndesd natural, that West Germany should
Aot went anything to be done 1n the development of the Comaunity

which would make reunificaticn more difficult to schieve. The




right response to that snxfety 1y nefther to accelerats
artificially the pace of Eurcpran integration, mar te retard ft. It
fs, rather, to give Sarmany the reassurance that 1 necessary for
her to feel that the continued development of ths Community, at &

normal pace, will not be an obstacle ta reunification,

What form should such a resssurance take? It 13 natural for sone of
the countries of Western Eurape to view the proapects of German
reunification with anxfety, But such anxfety will not stop 1t
happening 41 the Soviet Unfon should ever allow 1t to happen or be
unable to step 1t happaning. Indeed, 1f Germany's partrers give
the fmpression of being opponed to Feunifieation, thia will only
increase what 4a st present small risk: that some in Gersany may
be tempted to sesk reunification on the basis of doing » unilateral
deal with the Bovist Unfen, 1nvelving the setting up of & mew
unified German State cutside the Community. In other words,
opposing reunification will make 1t mers [1kaly te occur in the

form which we would Least want.

Instead, the Community as a whole should make it absolutely clear
that 1t would wernmly welcome East Garmany Joining west Gerseny on

the basie that 4t was not admitting a new Member State to the

Community, but aimply recognisfng the extension of the terrftory of

on existing member. For that to be posaible, 1t would of course be
tssential for what 48 mew East Germany to accept fully both the
Liberal desocratic fnetitutions of the Federal Republic and the
rights and sbligations dnvolved in bedng part of & Mamber Btate of

the European Comeunity. For Germany's partners the ready




dcceptance of an enlarged Sermany would require an {maginative and
far=sighted response to current svents. But it would be & much
smaller step than the histerfe act of reconciliation invelved in
accepting Germany into Western Europe, when the EEC was first
created se soon after the savage svents of the Second World War.
In 1t tec much to expact the leaser, but ROCERNBrY, Fesponse that

s required todey?

The probles of Germany s & unique cne. A wider problem 1s e
presented by the growing desire of several other European countries
cutside the Community to become members of {t. fFor the scaent we
have put off this question of the snlargement of tha Community

until after 1992.

But 1t 18 quite clear that the Community with its present
fratitutions 1a net a locometive which can sfeply take on a fou
extrs carrfoges. It g difficult and time=consuming encugh to get
agreement in a Community of twelve, Byt pignificant sxpansion

would face us with an extremely difficult cholee, I7 we retain the

present structure of decision-making, we would il.plr slow down the

developrent of the Community. In so dofng, we would destroy the
vary dynamiec which has made the Community so attractive to the
countries cuteide 1t. To retalin that dynamic 1n @ substantially
Larger Community, we would have to refora our institutions, to
stresmline cur procedures drastically, and facilitete majority
voting still further. Are the prasent Mesber Etates yet prepared
to move in thet direction? But to refuse new entrants altogether

would be to give reality to the fmage of the Community as » rich




men's castle, happy to pull up the drawbridge once all the
privileged inhakitants are tafely aboard. For the moment e do not
need to resolve this dilenma. But in a very few yesrs time we will

have some very difficult ehefces to make,

Let me coneluds by trying to answer the questfons posed n the
title of this Lecture. 1fs Europe "our sort of Comaunity™? Is 1t a
Community which sesks to dissmantle irternsl barriers for the

benefit of all {ts citizens? Is 1t » Community thet Looks olways

ot providing opportunities, rathar than fmpoaing regulations? il

it a Comeunity that s not afrald to be open to the outside world?
And 1e 1t 2 Community that can rige to the challenge presented by

the momentous changes on 1ts docratep?

The answer is that Eurcpe has Increaningly bacome Just such a
Community and Britatn has played & bigger part 1n that process than
it gives Ttgelf credit fer. Byt there 18 much still to play for,
The die 13 by no means {rrevecably cast. It {s up to us = sll of
us = to ensure that the Eurcpe of 1952 and beyond will 1ndeed be
that sort of Community. To achisve that we must bring to bear all
Our anergy, all our fraginatfon, and all our enthus{asm, but above
olL thet senae of practical commitment which characterises Britain

at {ts best. .
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Thank you for your %gtter of 27 October.

2. I agree with the negotiating objectives which you
propose, and also that we should maintain pressure on the
Commissien. I raised the issue when I saw Mr Delors in
Brussels on & Hovembar. Ha was unsighted. I would be
willing to take up the matter with him in more detail in

due coursa, if that would be helpful.

3. We should alsc consider other means of putting
praessure on the Commission, for example through briefing
journalists or MEPs. Francis Maude has already mentioned
the problem of our overall take to Glyn Ford, leader of
the British Labour Group; he or Douglas Hogg might now
raise the specific problem of the Community Support

Frameworks too,

i I am sending copies of this minute to the Prime
Minister, colleagues on OD(E), the Solicitor General, the
Salicitor Ganeral for Scotland and Sir Rebkin Butler.

Dy

(DOUGLAS HURD)

Foreign and Commonwealth Office
7 Hovember 1989
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Thank you for copying to me your lefter cof 27 Octcher to

Douglas Hurd about the Commission's attitudes in negotiations over
Community Support Frameworks. I agree fully with the negotiating

objective which you propose, and I understand that you will have

early oppertunity to pursue them directly with Bruce Millan.

The Commission’'s attitude will, if unchanged, bear particularly
harshly on those areas, of which there are may in England, which deo
not yet have approved programmes, This appliez particularly te Morth
West England where, as you know, three major programmes are with the
Commission awaiting approval to Tyne and Wear/S5ocuth Zast
Northumberland and those other areas whifh are awaiting approval of
programmes or have yet to submit them. Péople in these areas might
become resigned te hav.ng some cut in their progcammes, but will be
puzzled and upset if the Commission continues to insist that what
funding is available is applied in ways which bear no relation to
the priorities in our plans and programmes. Bruce Millan ought to be
aware of the political consequences of this kind of setback to
economic development being blamed on the Commission.

I therefore agree with you that we should seek to have much more
flexibility put into C5F=, to allow the type of infrastructure
projects which have been funded in the past, which continue to be
important, and which are still eligible under the regulations.

We are particularly concerned that no ERDF support is envisaged for
water and sewerage projects. The importance of these measures for
creating the right conditions for econcmic development is clear, and
has nothing to do with privatisation. We have established with the
Commission what Water Services PLCs should be eligible for ERDF
funding, and their opposition to this now appears to be politically
inspired.

-Hi'h'- 1‘.‘1“,:F_::.‘“I. -511!-—-




I shall be interested to see what advice the Law Officers give about
whether the Commission is acting consistently with the Regulations,
and I hope that we will exploit te the full any legal weakness in

the Commission's position.

I am sending copies of this letter to the Prime Minister, to
colleagues on OD(E) and E(A), to Sir Patrick Mayhew, Nicholas Lyell,

Alan Rodger, Peter Carmyllie and to Sir Robin Butler.
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BASTEREN COMMUNITY STRUCTURTNI FIINDS: "OBJECTIVE 2"
[ d

Thank you for your letter of # Octobar about the difficult negotiations
which lie ahead with the ommiggion over the Community Support
Frameworks for our industrial regions.

1 share your concern over the exlireme pogition adopted by the
Commission and its blatant disregard for our priorities. [ agree entirely
with your proposed negotiating objectives and the steps envisaged to
bring further pressure on the Commission should this prove necessary. I
would be happy to support your efforts in any way possible, for example
by writing to Bruce Millan at the appropriate time te stress the
implications for Scotland of his proposals.

I am copying this letter to the recipients of yours.
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Thank you for you for your letter ufJﬁaﬁﬁctnhar about the state of

play in negotiations over Objective 2 “Community Support
Frameworkas".

As you know, my particular interest is in the Buropean Social Fund
elements of these, though as Douglas Hogg'e letter of 29 September
pointed out, if the Commission sticks to its initial plans, thas

ERDF elements may have wide ranging public expenditure
implications,

I agree that our efforts must be directed at bringing the
Commission’'s priorities more closely into line with those of our
plans and operational programmes. At present, it appears that
the ERDF elements of the draft CSP pose the greatest problems,
though negotiation of the ESF elements has only just begun.

I understand that our officials are considering the division
between ESF and ERDF support under Objective 2 that would best
serve our interests. The right balance depends to a large extent
on the priorities finally agreed with the Commission for ERDF and
ESF support and the extent to which they meet the needs identified
in our plans for both funds. Until we are closer to agreement
with the Commission I do not believe it would be in our interests
to give Mr Millan any hint that we are prepared to consider a
division between the two funds which differs from that eanvisaged
in the operational programmes for sach fund which were submitted
some time ago. Ar that time our understanding wase that the
Commission would maintain separate ERDF and BESF budgets.
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Otharwise he might be tempted to draw on money which would have
gone towards the ESF, the greater part of which supports
Government training and employment programmes, to finance some of
his more unpalatable prioritiess for {largely Labour) local
authority spending, at the expense of approved public expenditure.

I am copying this letter to the Prime Minister, to colleaques on
OD(E) and E{A), to BSir Patrick Mayhew, MNicholas Lyell, Alan
Rodger, Peter Carmyllie and to Sir Robin Butlar.







10 DOWNING STREET
LONDON SWIA 244

THE FRIME NINISTER £ Movember 1989

SORTECT cC MASTEL
OFs

o

/ M ;D
Can ¥l PR dand

I have been reflecting on our conversation at Chequers on
1 September, and on the discussion in the Sccial Affairs Council
on 30 Qctober of the revised text of the Commissicon's proposed
sooial charter. This text, while some improvement on the
original Commission version, still seems to me ta have

fundamental defects and does not acoord with the concept which
vyou put forward at Chequers.

Nor despite its reference to the Madrid conclusions does it
in substance match our Madrid prescripticon and our agreement
there that job creation must be the top priority in Community
poliey. That means preserving, and enhancing, the
competitiveness of Community business and industry in
international markets. Indeed, the whole thrust of the document
goes in the opposilite direction, over-regulating the workplace,
increasing costs and so threatening jobs. Moreover, the present
text does not adegquately meeb the Madrid requirement that

subsidiarity and diversity be respected.

¥You will understand that I cannot accept any declaration
which would reverse the policies which the United EKingdom
zovernment has consistently followed in this area over the last
ten years. We have been determined to reduce the role of the
gtate and to establish a better balance of power betwean
employers and union=. We have therefore introduced a wide range




cf measures to free up the labour market and to give power back
where it belengs, with individual employees.

You said at Chequers you wanted a charter dealing with
only the most general principles, and that - as far as possible
- naticnal governments should be left to do things their own
way. I entirely agree on both counts. You know we in the
United Kingdom think it right to leave as much as possible to be
gettled directly between management and workforce: I know that
others have different arrangements and I certainly would not
wish to interfere with them. Each of us have been elected to
deal with the particular circumstances of our individual

countrias,

It seems to me the sglution is to try te draft a statement
which fully respects this diversity and which allows Member
States to continue tec develop their own appropriate policy. I
think we should be lcoking at Strasbourg for a broad,
declaratory and general statement, free of detail and
regulatory promises. It would have a very firm political
commitment to social progress. It could reaffirm the priority
of job development and creation; and the need for social
policies to support Community competitiveness. It should follow
the Madrid line on subsidiarity, and must make clear that it
does not extend the Community's role into areas best dealt with
by Member States themselves. Commitments accepted in the
Councll of Europe social charter cannot simply be transposed
into Community obligations. It could, however, reaffirm the
major principles on which we are all working together: the
froedom of movement; mutual recegnition of qualification:;
freedom of establishment; freedom to engage in an occupation;

equal treatment of men and women in employment; the key issue of

training; health and safety at the workplace; and the

integration of disabled people into working life.

I hope that we will in this way be able to build upon our
conversation in September. I leave it to you how best to pursue
this, either through direct contact by your Elysee staff or
through Douglas Hurd and REoland Dumas putting their heads
together.




A political declaration, agreed by all at Strasbourg, would

make a major impact in the Community and beyond but I see noc

way of achieving agreement on the basis of the present text.

His Excellency le Président Mitterrand, G.C.B.




1O DOWNING STREET
LONDON SWIA JAA

From the Privare Secrefar)

5 Hovember 1985

SOCIAL CHARTER

‘ne Prime Minister has written to President Mitterrand about
the Social Charter in the terms proposed in the Employment
Secretary's minute of 3 November. I enclose the signed original.
I should be grateful if the text could be sant by telegram to
Paris for delivery as early as possible tomorrow 6 Novembar.

I am copying this letter and enclosure to Clive Norris
{Department of Employvment) and to 5ir Robin Butler,

(C. D. POWELL)

Stephen Wall, Esg.,
Foreign and Commonwealth Office.
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EURCEPE

The Prime Minister was much impressed with the figures for the
continuing subsidies to industry given by other membar =tates,
which came to us in the brief for her meeting with Leon Brittan.

She would find it useful to have half a dozen other examples of
where the European playing field is not level. Could you
possibly let me have these in the course of & NHovember. One

example might be the numbers of infraction proceedings. Another
might be the sort of restrictions which the Germans, and no doubt
othaers, imposa on investment by insurance companiess. But you may
be able to find better examples.

C. D. POWELL

5 Hovember 15989
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Minisury ol Agriculiure, Fisheries and Food
Whirehall Place, London 5% 14 2HH

Prom the Minisier

Rt Hon Douglas Hurd CEE MP
secretary of State for Foreign

and Commonwealth Affairs
Foreign and Commonwealth Office
Whitehall

London
SW1A 2AH S MNovember 1989
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EC: POLAND AND HUHGARY

I am writing in connection with the proposals for BC assistance
to Poland and Hungary, which are to be discussed at the Foreign
Affairs Council on Monday.

You are already aware that the Commission's proposals on
quantitative restrictions cause me some difficulty. Abolition of
URs specific to Poland and Hungary would " affect the UK on
horticulture in a discriminatory way. It is most important that,
in giving our agreement on the specific PREs we should secure a
commitment to non-specifiec QRs being relaxed too. Discussion akb
official level has evidently been going our way. I very much
hope that you will be able at Monday's Foreign Affairs Council to
gecure a firm commitment to the action we need being taken
guickly.

I am writing principally to register concern over the additicnal
proposals which the Commission have produced this week for
reductions in levies or duties on a range of agriculkural
products. My Department is still assessing the details of this
package and its impact, and the first discussion between Member
States at official level is not till Monday.

/The problem however. ..




The problem however would seem toc be twofold. First, that these
reductions in levies or duties on products from Poland and
Hungary could in themselves cause considerable difficulty for
British farmers and horticulturalists. However, that might be
defensible if it were not that the form in which the reductions
would come, opens up the Community market to imports from other
countries including Yugoslavia, Romania and Chile. This would
not be explicable and would give rise to widespread resentment
and anger. Coupled with the fact that we would inevitably bear
the greater burden of some o©of the concessions being discussed I
do see this situation as extremely difficult.

With Malcolm Rifkind, I shall wish to evaluate the effects of
these proposals very carefully. At this stage I gimply write to
alert you and other colleagues and to ask that, if there were AaAny
move to agree even part of this latest package of levy and tariff
reductions next week, vyou would resist and make clear that we
have had insufficient time to reach a firm view.

I am copying this letter to the Prime Minister and other members
of OD(E), to the Secretaries of State for Scotland, Wales and
NMorthern Ireland, and to Sir Robin Butler.

‘P JOHN GUMMER

ﬁﬁm«ﬁ\ foa, Mt
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Mimdstry of Apriculture, Ficheres and Food
Whitehall Flace, London SW1A 2HH K_jﬂ)_\ ()/
From the Minlster

Bt Hon Douglas Hurd CBE MP
secretary of State for Foreign
and Commonwealth Affairs
Whitehall -
London SWi | November 1989
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EUROPEAN COMMUNITY S=TRUCTURAL FUHNDES : OBJECTIVE 2
Fm; . e,

1 was interested to see Nicholas Ridley's letter to you of 27T
October. s

I have of course no direct interest in Objective 2 expenditure.
But I am concerned about the principle of how priorities under
Community Support Frameworks are decided. We are about to
commence substantive negotiations with the Commission on the CSFs
for Objective 5b rural areas. There are some signs that
Commissioner MacSharry may attempt to force on us inappropriate
and potentially divisive additional agricultural measures. I do
therefore strongly support any initiative designed to underline
to the Commission that it is Member States who are best placed to
decide on priorities within the range of the various activities
eligible for support under each objective.

I am copying as before.

I )
"
Bt o







PRIME MINISTER
50CIAL CHARTER

The revised letter prepared by Norman Fowler and Douglas Hurd
matches exactly what you asked them to do, and I think it would

be a mistake now to stand on your head and take the advice

attached.
ey

The fact is that the Social Charter as it stands 1s far beyond
what we could accept: we need to start well back from our bottom
line, if there is to be any chance of meetlng at a mid=point that

wa could accept.

Agree that the Neorman Fowler draft should stand?

<Y

(C. D. POWELL)
3 Hovenmber 198%

ainforeignhs8C.sxw




)

| T
Seczwiary of Klab 3 )
for Empleymani ?\-ﬁ.._ {\}; ""fiﬂ'_"v-
CONFIDENTIAL = gt SR

GUT R TN
‘-,‘Q-H"v"! 'i._&. hﬂ" ek "E.

T SETR

S0OCIAL CHARTER

PRITME MINTSTER

Following our discussions in Cabinet yesterday 1 attach a redraft
of a draft letter to President Mitterrand, which I have agreed
with Douglas Hurd.

The list of items is a long way from what the French and others

will be looking for. Thay may therefore not see it even as a

basis for discusslon.

Douglas and I considered a longer list; but such a list is no more
likely to be acceptabTa; and takes us into areas of employment
policy - pay, working conditions and industrial relations -
in which we believe there is doubt as to Community competence; but
in which also our approach is dramatically opposed to that of the
French and the majority of other member states.

Ln both these issues, it may be possible to find a political
:anlutinn, but I have to say I am not optimistic. We have
provisionally arranged a discussion prior to Cabinet at OD({E) on
16 November.

I am copying thie to Douglas Hurd and Sir Robin Butler.
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DRAFT LETTER FROM THE PRIME MINISTER TO PRESIDENT MITTERRAND

EC SOCTAL. CHARTER

I have been reflecting on our conversatién at Cheguers on 1
September, and on the discussion in the SBocial Affairs Council on
30 October of the revised text of the Commission’s proposed social
charter. This text, while gsome  /improvement on the original
Commission wversion, still seems to'me to have fundamental defects
and does not accord with théfcnnnept which you put forward at

i

Chegquers . /
o /

&

Nor despita its refarenceifg the Madrid conclusionas does it in
substance match our g&ﬁrid prescription and cur agreement there
that job ereation must the top priority in Community policy.
That means preservifig, and enhancing, the competitiveness of
Community business gand industry in international markets. Indeed,
the whole thrust' of the document goes in the opposite direction,
over-raqulating the workplace, increasing costE and so threatening

the present text does not adequately meet

You will/ understand that I cannot accept any declaration which
would reyerse the policies which the United Kingdom Government has
consistently followed in this area over the last 10 years. We
have bgen determined to reduce the role of the state and to
establish a better balance of power between employers and unions.

uh have therefore introduced a wide range of measures

i
to /free up the labour market and to give power back whera it
belongs, with individual employees.

/




You said at Chequers you wanted a charter dealing with only the
moet general principles, and that - as far as possible - national
governments should be& left to do things their own way. I
antirely agree on both counte. You know we in tha United Kingdom
think it right to leave as much as possible to be settled directly
batween management and workforce: I know that othars hawve
different arrangements and I certainly would not wish to interfara
with them. Bach of us have been alected to desal with the
particular circumstances of our individual countries.

It seems to me the solution is to try to draft a statement which
fully respects this diversity and which allows member states to
continue to develop thelr own appropriate policies. I think we
should be looking at Strasbourg for a broad declaratory and
general statement, free of detail and regulatory promises. It
would have a very fimm political commitment to social progress.
It could reaffirm the priority of job development and creation;
and the need for social policies to support Community
competitiveness. It should follow thea Madrid line on
subsidiarity; and must make clear that it does not extend the
Community‘s role into areas best dealt with by member states
themselves. Commitments accepted in the Council of Europe social
charter cannot simply be transposed into Community obligations.
It could, however, reaffirm the major principles on which we are
all working together: the freedom of movement; mutual recognition
of gualification; freedom of establishment; freedom to engage in
an occupation; equal treatment of men and women in employment; the
key issue of training; health and safety at the workplace; and the

integration of disabled people intoc working life.
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I hope that we will in this way be able to build upon our
convarsation in September. I laave it to you how best to pursuse
this, either through direct contact by vyour Elysee staff or
through Douglas Hurd and Roland Dumas putting their heads

together.

A political declaration, agreed by all at Strasbourg, would make a
major impact in the Community and beyond but I see no way of
achieving agreament on the basis of the present text.
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INFO IMMEDIATE UKREP BRUSSELS,. BONN
INFO ROUTINE OTHER EC POSTS, WASHINGTON

FRAME GENERAL
FRENCH EC PRESIDENCY : OBJECTIVES FOR REMAINING WEEKS

SUMMARY

1. FRENCH OBJECTIVES FOR THE REMAINDER OF THEIR PRESIDENCY. THEIR
MAIN PRICRITIES, SETTING A DATE FOR AN IGC AND SECURING THE ADOPTION
QF THE SOCIAL CHARTER, CLEARLY AWKWARD FOR US. INDIRECT TAXATION,
THE ENVIRONMENT, AUDIOVISUAL, R AMD D AND EXTERMNAL ISSUES GENERALLY
LESS PROBLEMATIC, BUT TRICKY IN PARTS. OVERALL APPROACH SKEWED BY
MITTERRAND'S EMU AND SOCIAL PRICRITIES AWAY FROM THE SINGLE MARKET,
WHERE THE TALLY IS LIKELY TO BE MEAGRE.

DETAIL

2. FIVE WEEKS BEFORE THE STRASBOURG COUNCIL AND JUST BEFORE YOUR
FIRST FAC, I OFFER A VIEW OF FRENMCH CBJECTIVES FOR THE REMAINDER OF
THEIR PRESIDENCY.

EMU

3. PROGRESS ON EMU HAS ALWAYS BEEN ONE OF MITTERRAND'S MAIN
PRESIDENCY OBJECTIVES. SPECIFICALLY, FRENMCH AIMS HAVE BEEN TO PUSH
AHEAD WITH PREPARATIONS FOR STAGE 1 OF THE DELORS REPORT -
ESSENTIALLY UPDATING THE 1964 AHD 1974 TEXTS ON MONETARY AND
ECONOMIC COOPERATION, WHICH THEY WILL HOPE TO COMPLETE BY THE EMD OF
THE YEAR = AND IN ADDITION TO FORCE THE PACE, FOR EXAMPLE THROUGH
SETTING UP THE GUIGOU HIGH LEVEL GROUP, ON PREPARATIONS FOR AN IGC.
THERE IS LITTLE DOUBT THAT THE SUMMONING OF AN IGC IN THE SECOND
HALE OF 1990 I5 NOW - ALONG WITH AG REEMENT ON THE SOCIAL CHARTER -
MITTERRAND'S MAIN OBJECTIVES FOR STRASBOURG.

SOCIAL CHARTER

4. THE PRESENT STATE OF PLAY IS PREDICTABLE. A SOCIALIST GOVERNMENT
PURSUING ESSENTIALLY LIBERAL MACROECONOMIC POLICIES HAS GOT TO BE
SEEN TO BE ACTIVE ON EC SOCIAL ISSUES. THIS GOVERNMENT IS5 SENSITIVE
TO THE ARGUMENT THAT A LIBERAL MARKET-FORCES APPRDACH WILL FAVOUR
CAPITAL AGAINST LABOUR, WITH THE STRONG BECOMING STRONGER AND THE
WEAK WEAKER, UNLESS COMMON SOCIAL STANDARDS ARE PUT IN PLACE. THE

PAGE 1
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SOCIAL CHARTER HAS BECOME THEIR TOTEM. I AM NOT IN DOUBT THAT THE
GOVERNMENT WILL WANT A CHARTER ADOPTED AT STRASBOURG COME WHAT MAY.
THE QUESTION 15 HOW FAR THEY WILL BE WILLING AND ABLE TO WATER IT
DOWN IN ORDER TO WIN US OVER. THERE ARE CONFLICTING SIGNALS ABOUT
THIS. AT A PRESS CONFERENCE FOLLOWING THE 30 ODCTOBER SOCIAL AFFAIRS
COUNCIL SDISSON DID NOT RULE OUT THE POSSIBILITY THAT CHANGES MIGHT
STILL BE.MADE TO THE TEXT. BUT THE OUTCOME OF THE COUNCIL LOOKS - &7
LEAST FROM HERE = TO HAVE MADE LESS LIKELY THE TABLING AT OR BEFORE
STRASBOURG OF AN ALTOGETHER DIFFERENT,. LESS DETAILED CHARTER. AND
FRENCH OFFICIALS ARE SUGGESTING THAT NOW EVERYONE ELSE HAS MORE OR
LESS BEEN SQUARED, THE UK POSITION IS A BRIDGE TOO FAR.
NEVERTHELESS, IF BY WORKING HARD CWER THE COMING WEEKS WITH THE
ELYSEE AND WITH DUMAS., WE CAN STILL AGREE ON A FORM OF WORDS WHICH
MEETS OUR NEEDS I AM SURE THAT WE SHOULD CONTINUE TQ TRY TQ DO S0.
THE ELIMIMATICN FROM THE AREA OF DISPUTE OF AN ISSUE OF MAJOR
POLITICAL SENSITIVITY TO FRANCE (AND CUR OTHER FPARTNERSY WILL MAKE
THE PURSUIT OF OUR OTHER QBJECTIVES AT STRASBOURG LESS DIFFICULT TO
HAMNDLE.

SINGLE MARKET

5. IN RECENT SPEECHES FRENMCH MINISTERS HAVE SEEMED TO TAKE IT FOR
GRANTED THAT THE SINGLE MARKET WILL BE COMPLETED ON TIME. IT 15
THEREFORE IROMNIC THAT THEIR PRESIDENCY ACHIEVEMENTS IN THIS AREA ARE
UNLIKELY TO BE IEFREEEIHE. MHME CRESSOM HAS PUT MOST OF HER EGES INM

THE MERGER CONTROL BASKET. SHE WILL BE DISAPPOINTED IF SHE DOES NOT
GET AGREEMENT ON THE REGULATION DURING THE MEXT TWO MONTHS. IT WOULD
BE IN CHARACTER FOR HER TO PLAY FRETTY ROUGH AND ERRATIC IF THE
OUTCOME LOOKED IN DOUBT.

4. THE G%9AL OF A COMMON POSITION ON THE EUROQOPEAN COMPANY STATUTE,
PROCLAIMED BACK IMN JULY, HAS (FORTUNATELY) BEEN ABANDONED AS
UNREALISTIC. FRENCH OFFICIALS ARE TAKING COMFORT IN THE FAECT THAT
THEY HAVE AT LEAST GOT DISCUSSIONS LAUNCHED. THERE IS STILL HGPE IN
PARIS OF A COMMONM FPOSITION ON THE PUBLIC PURCHASING EXCLUDED

SECTORS DIRECTIVE"EBUT ALSO RECOGMNITION THAT THIS HMAY NOT BE
REALISTIC. APPAREMTLY BETTER FOUNDED IS THEIR OFTIMISH ON THE RIGHTS
OF RESIDENCE DIRECTIVES FOR STUDENTS AND PENSIONERS, WHICH CAN BE
BILLED AS MAJOR CONTRIBUTIONS TO A PEOPLES EUROPE. REGRETTABLY THERE
I5 NO INCLINATION TO PRESSHARD ON THE INVESTMENT SERVICES
DIRECTIVE. CONVERSELY THERE IS A RISK THAT THEY MAY GO FASTER THAN
WE WOULD WISH ON THE TAKEOVER QEEEETIUE WHERE THEY ARE SEEKING
POLITICAL AGREEMENT ON THE MAJOR POINTS.

£ PUBLEE_FUREHAEIHE AFART THE FRENCH HAVE DONE LITTLE TO EXTEND THE

PAGE 2
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SINGLE MARKET T0O THE ENERGY, TRANSPORT AND TELECOMS SECTORS: AND WE
HAVE THE IMPRESSION THAT THEIR HANDLING OF ALL THESE SUBJECTS HAS
LEFT MUCH TO BE DESIRED. IT REMAINS TO BE SEEN WHETHER THERE 1S
STILL TIME FOR AM APPARENT CHANGE OF HEART ON ROAD HAULAGE CABOTAGE
TO BEAR FRUIT. AT LEAST THEY WOW SEEM READY TO ATTEMPT TO GET A
DFECISION AT THE DECEMBER TRANSPORT COUNCIL. DELEBARRE HAS BEEN
PREPARING THE GROUND DOMESTICALLY: AT A RECENT CONFERENCE HE
EMPHASISED THE INEVITABILITY OF CABOTAGE 70 A RELUCTANT AUDIENCE OF
FRENCH HAULIERS.

B. THE FREKCH WILL PROBABLY WANT THE STRASBOUREG COUNCIL TO REAAFFIRM
THE IMPORTANCE OF PROGRESS IN THE REMOVAL OF INTERNAL FRONTIER
CONTROLS BY 1993, ANOTHER PEOPLE'S EUROPE ITEM. THEIR RECENT
HAMODLING OF THE SUBJECT HAS BEEM BOTH SENSIBLE AMD SENSITIVE TO UK
CONCERNS, PARTICULARLY ON DRUGS. THE COUNCIL WILL BE INVITED TO
ENDCRSE A PROGRESS REPORT FROM THE FRONTIERS COORDINATING GROUP,

AND TO CALL FOR GREATER COHERENCE IN THE HANDLING OF DRUGS ISSUES.
WHICH HAVE LOOMED LARGER THAN THE FRENCH EXPECTED AT THE OUTSET OF
THEIR PRESIDENCY.

INDIRECT TAXATION
9. HERE THE FRENCH PERFORMANCE HAS BEEN MORE_IMPRESSIVE. GOOD
PROGRESE HAS BEEN MADE. OBJAECTIVES FOR THE REMAINING WEEKS ARE

AGREEMENT ON DESTINATION-BASED WAT AND EXCISE DUTY TECHNICAL
SYSTEMS, ON A FLOOR-RATE OR BAND FOR STANDARD VAT, AND ON THE

CRITERIA FOR A REDUCED RATE. THEY DO NOT BELIEVE THAT AGREEMENT CAN
BE REACHED ON THE BASIS OF 4 MARKET FORCES APPROACH TO RATE
APPROXIMATION,

AUDTIOWISUAL

10. PROGRESS ON AUDIOVISUAL MATTERS REMAINS A FREWCH PRESIDENCY
PRIORITY. IT WILL BE UN THE AGEMDA AT STRASBOURG, WHERE DELORS IS
EXPECTED TO MAKE A PITCH FOR A COMMISSION PROGRAMME OF 230 MWECU TO
CARRY FCRWARD IDEAS ARISING FROM THE AUDIOVISUAL ASSIZES. THE FRENCH
MAY WELL WOT WANT THIS TO BE THE ONLY OFFSHOOT FROM THE ASSIZES
WHETHER THEY CAN COME UP WITH OTHER, MORE PALATABLE. IDEAS FOR
TAKING FORWARD THE AUDIOVISUAL EUREKA WILL BECOME CLEARER AT THE

FAC ON & HOVEMBER.

ENVIRONMENT AND R AND D

11. THE FRENCH WILL BE WDREING HARD TO SECURE ADQPTION AT THE
NOVEMBER ENVIROMNMENT COUNCIL OF A REGULATIOM SETTING UP THE EURQPEAN
ENVIRONMENT AGENCY. THE STRASBOURG COUNCIL CAN THEN BE INVITED TO
NOTE WITH SATISFACTION WHAT HAS BEEN ACHIEVED.

FAGE 3
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12. SEEN FROM HERE THE FRENCH REMAIN INTENT ON GETTING AGREEMENT ON
A NEW EC R AND D FRAMEWORK PROGRAMME THOUGH THE TIMETAEBLE IS GETTING
VERY TIGHT. THEY HAVE BEEN ARGUING FOR A MUCH LARGER PREODGRAMME THAN
WE WOULD WISH, THERE ARE RECENT HINTS FRCM THE TRESOR THAT THEY MAY
BE PREFARING TO COMPROMISE.

EXTERNAL

13. IN HIS SPEECH TO THE EUROPEAN PARLIAMENT ON 25 OCTOBER
MITTERRAND HIGHLIGHTED THE CONCLUSION OF THE LOME IV NEGOTIATIONS AS
A MLJOR OBJECTIVE. BUT THE FRENCH TASK HAS BEEN MADE HARDER BY LALK
OF PROGRESS AT THE EC/ACP MINISTERIAL ON 27-30 OCTOBER. HAVING MADE
WHAT THEY SEE AS IMPORTANT COMCESSIONS THEMSELVES (EG ON RUM2 . THEY
WILL WANT TO PRESS PARTNERS HARD PARTICULARLY ON THE SIZIE OF EDFT.

14. THEY ATTACH POLITICAL IMPORTANCE TO THE EC/EFTA RELATIONSHIP AS
LIKELY T0 BRING ECONOMIC BENEFITS TO THE COMMUNITY AND AS HELPING TO
DELAY PRESSURE FOR FULL MEMBERSHIP OF THE EC FROM CERTAIN EFTANS.
THEY HOPE THE 19 DECEMBER MINISTERIAL WILL PAVE THE WAY FOR

DETAILED NEGOTIATIONS ON THE AWKWARD LEGAL AND INSTITUTIONAL
AUESTIONS RAISED BY THE CONCEPT OF A EURDPEAN ECONOMILC SPACE.

15. RELATIONS BETWEEN THE COMMUNITY AND EASTERN EUROPE ARE CERTAIN
TO BE ON THE STRASBEOURG AGENDA. MANAGING CHANGE IN EASTERN EUROFE 15

A MAJOR CONCERN OF MITTERREAND. IT IS5 NOT YET CLEAR WHETHER HE WILL
BE LOOKING FOR CONCRETE INITIATIVES OR THE REAFFIEMATION OF THE MNEED
FOR A POSITIVE COMMUNITY RESPONSE TO CHANGES IN POLAND AND HUNGARY.
HE THREW OUT SEVERAL IDEAS IN HIS SPEECH TO THE EUROPEAN PARLIAMENT.
BUT FRENCH OFFICALS HAVE YET TQ FLESH THEM OUT.

CONCLUSIONS

16. THE FRENCH HAVE BEEN STRUGGLING TO ENSURE FOR THIS PRESIDENCY A
POLITICAL TRIUMPH COMMENSURATE WITH MITTERRAND'S AMBITIONS FOR
FRANCE IN BICENTENWIAL YEAR AND FOR HIMSELF. THEY WERE BOXED IN ON
EMU BY THE CONCLUSIONS OF THE MADRID COUNCIL. THEY INHERITED
RELATIVELY LITTLE OM THE SINGLE MARKET FRONT. AND 1T WAS ALREADY
CLEAR THAT THE UK WOULD HAVE WO TRUCK WITH GRANDIOSE INITIATIVES ON
THE SOCIAL SIDE. AN ELEMENT OF FRUSTRATION AS WELL AS
DISORGANISATION IN FART EXPLAINS, BUT CANNOT EXCUSE, THE CAVALIER
WAY IN WHICH THEY HAE ABUSED THE PREROGATIVES OF THE CHAIR.
SUBSTITUED AD HOC GROUPS FOR COREPER, AND BROKEN THE CONVENTIONS
GOVERNING INFORMAL COUNCILS.

17. WHETHER THEY WILL BE SATISFIED IF THEY CAN PULL OFF ALL OR MOST

PAGE i
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OF THE ABOVE OBJECTIVES IS A MOODT POINT. ON THE SINGLE MARKET SIDE
THEY WILL FIND EXCUSES IN THE CONSTRAINTS IMPOSED BY EF CONSULTATION
REQUIREMENTS, AND IN THE ARGUMENT THAT MAMY OF THE EASTER ISSUES
HAVE BEEN PICKED OFF BY THEIR PREDECESSORS. THEY WILL SAY THEY HAVE
ACHIEVED QUALITY RATHER THANW GUANTITY. THEY WILL BE GENUINELY
CONTENT WITH THE PROGRESS MADE ON INDIRECT TAXATION, THE
ENVIRONMENT, AUDIOVISUAL AWND EXTERMAL ISSUES. AS FOR THE TWO ISSUES
CLOSEST T0O MINISTERS' HEARTS, EMU AND THE SOCIAL CHARTER, THEY WILL
BE SATISFIED IF A DATE HAS BEEN FIXED FOR AN IGC, BUT MAY FEEL THAT
THE SATISFACTION OF ACHIEVING AGREEMENT AMONG ELEVEN IS LESS THAN
CONGRATULATIONS WHICH WOLULD ENSUE IF WE WERE TO AGREE TO IT.

FERGUSSOMN

TYYy
DISTRIBUTION

MATHN 347
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10 DOWNING STREET
LONDON SWIA ZAA

From the Private Secretar 2 Hovember 19859

SOCIAL CHARTER

Thank you for sending a draft message
from the Prime Minister to President
Mitterrand about the social charter. The
Prime Minister felt that we needed to spell
out In greater detail what we can accept, on
the lines of the enclosure to your Secretary
of State's earlier draft. She mentioned this
in cabinet this morning and Mr. Fowler agreed
that he would discuss the draft further with
the Forelign Secretary later today and let us
have a fresh version tomorrow morning.

{CHARLES POWELL)

Clive Norris, Esqg.,
Department of Employment.
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10 DOWNING STREET
LONDON SWIA ZAA

THE PRIME MINMISTER

I have been reflecting on our conversation at Cheguers on
1 September, and on the discussion in the Social Affairs Council
on 30 October of the revised text of the Commission's proposed
social charter. This text, while an improvement on the original
Commission version, still seems to me to have fundamental
defects and does not accord with the concept which you put
forward at Chequers.

Nor does 1t meet the Madrid prescription. The text does
not properly reflact our agreement there that job creation must

be the top priority in Community policy. That means preserving,

and enhancing, the competitiveness of Community business and

industry. Many of the provisions of the present text would have
the opposite effect, over-regulating the workplace, increasing
costs and so threatening jobs. The present text does not
adequately meet the Madrid regquirement that subsidiarity and
diversity be respected.

You said at Chequers you wanted a charter dealing with only
the most general principles, and that - as far as possible -
national governments should be left to do things their own way.
I entirely agree on both counts. You know we in the United
Eingdom think it right to leave as much as possible to be
settled directly between management and workforce: I know that
others have different arrangements and I certainly would not
wish to interfere with them.




Eo I think we should be locking at Strasbourg for a broad,
declaratory and general statement, free of detail and regulatory
promises. It should follow the Madrid line on subsidiarity and
must make clear that it does not extend the Community's rola
into areas dealt with by Member States themselwves. The text
must make clear that it does not give the Commission powers
which it does not have already.

I hope that we will in this way be able to build upon our
conversation in September. A political declaration, agreed by
all at Strasbourg, would make a major impact in the Community
and beyond but I see no way of achieving agreement on the basis
of the present text.

His Excellency Monsieur le Président Mitterrand, G.C.B.
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DRAFT LETTER FROM THE PRIME MINISTER TO PRESIDENT MITTERRAND
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EC SOCIAL CHARTER o

I have been reflecting on our conversation at Chequers on 1
Septamber, and on the discuseion /in the Social Affairs Council on
30 October of the reviesed text of the Commission’s proposed social
charter. Thie text, while 'an improvement on tha original
Commission version, B8till seems to me to have fundamental defects
and does mnot accord with,/ the concept which you put forward at
Chequers.

Nor does it meet the Madrid prescription. Tha taxt does not
properly reflect our agreement there that job creation must ba the
top prierity in Community policy. That means preserving, and

enhancing, the campetiﬁiv&neaﬂ of Community business and industry.

Many of the provisions of the present text would have the opposite
affect, over-regulating the workplace, increasing costs and so
threatening joba. The present text does not adegquately meet the
Madrid requirement that subsidiarity and diversity be respected.

You said at Cheguers you wanted a charter dealing with only the
most general principles, and that - as far as possible - national
governments should be left to do things their own way. I entirely
agree on both counts. You know we in the United Kingdom think it
right to leave as much as possible to be settled directly between
management and workforce: 1 know that others have different

arrangements and I certainly wounld not wish to interfere with
them.
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So I think we should be looking at Strasbourg for a broad,
declaratory and general statement, free of detail and requlatory
promises. It should follow the Madrid line on subsidiarity and
must make clear that it does not extend the Community's role into

—freas dealt with by Member States themselves. ., Commitments
aceepted —in the Council of Eurcpe -social charter cannot simply be
transpogsd into Community obligations.

I hope that we will in this way be able to build wupon our
conversation in September. A political declaration, agreed by all
at Strasbourg, would make a major impact in the Community and
beyond but I see no way of achieving agreement on the basis of the
present text.

r VY
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FRIME MINISTER

I attended the Social Affairs Council in Brussels on 30 October at
which the social charter was discussed.

The Presidency draft charter was in some ways an improvement over
the previous wversion, but our fundamental problems remain. I
therefore maintained our general reserve. Other countries
including Ireland, Germany, Italy and possibly Spain, also have
reservations for a variety of different reasons. Many countries
privately expressed doubts about the speed with which the
Pregsidency had bulldozed the draft through the Council. I have no

doubt however that all eleven countries will in the end sign up to

the Presidency text.

I learned that the Commission action programme is to be produced
in the middle of November and it will be discussed at the Social
Affairs Council on 30 November. It appears that the action
programme will be a very weighty document, and it may influence
some countries who up to now have seen the charter as a fairly
vague political statement. It will certainly be very helpful to

us in our presentaticonal case against the charter and undue
regulation.
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Monzieur Soisson suggested 1in his press conference that any
changes to the draft circulated on Monday could only come at
political lavel. The gquestion now is whether you should write to
President Mitterrand reminding him of your September discussion
and suggesting that the issue should be reopened at political
level. There are suggestions that President Mitterrand would
like unanimity at Strasbourg, and he knows he cannot get it with
the current draft charter.

I am frankly deubtful whether this will be effective but I attach
a draft letter, replacing my draft of 25 October, which has been
agreed by the Foreign Secretary. We should not at this
stage give President Mitterrand a detailed account of our
reservations nor send him the kind of text we would accept.

I have copied this letter to Douglas Hurd and Sir Robin Butler.

l"x
H ﬂéx_ Jﬁgf

%

3

HNF
| % November 1989




CONFIDENTIAL

Ref. AO89/2818

FRIME MINISTER

Cabinet: Community Affairs

1. The Chancellor will wish to alert colleagues to the release
(at 11.30 am) of the Treasury's paper on an evolutionary approach
to EMU, and to distribute copies.

2= The Foreign Secretary may report on renegotiation of the

Lomeé Convention, on which Mrs Chalker attended an EC/ACP
Ministerial meeting on 27-30 October. FKey points were:

some progress, but much remains to be settled;

the UK has worked extremely hard to extract from the
Community the best possible EC proposal for liberalising
EC/ACP trade: this was put to the ACP;

ACP pressure for an early EC ald offer was firmly resisted

as premature; pressure on this will however build up over
the weeks ahead;

a further Ministerial meeting is likely in mid-November.
Signature of Lome IV 1is s8till officially foreseen for
Decembar, but thera ia =some doubt whether this target can

now be mat.

1

CONFIDENTIAL




CONFIDENTIAL

3. The BSecretary of State for Employment may report on the
Social Affairs Council which he attended on 30 October. The main
item on the agenda was the Social Charter (on which Mr Fowler is

minuting you and the Foreign Secretary suggesting that the next
step might be for you to write to President Mitterrand setting
cut the UK's position and suggesting further bilateral contact
before the Presidency's strategy for the EBuropean Council is
finalised). Key features of the Council discussion were:

Mr Fowler argued the UK's case as agreed in Cabinet last

week !

the Presidency largely avoided discussion of the substance;
they concentrated instead on consolidating the text of their

report to the Furopean Council:

the Prasidency's report notes the UE's general reserve on
the substancse: other member states' remaining difficulties

are largely glossed over;

the report also invites the Commission to note the wish of
some member states (notably the Germans and Italians) for
specific legislation to implement parts of the Charter;

Cormmissioner Papandrecu told the press afterwards that the
current text could not now be altered: the French Labour
Minister (Solsson) was less precise and said that this wasaad

political matter.

N:Lr- EDE F{?ﬂﬁ

ROBIN BUTLER

2
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Graham Reid Esqg

Deputy Secretary

Department of Employment

Caxton House

Tothill Street

LONDOY
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SOCIAL CHARTER

I have read with great interest your record of the Social
Affairs Council and the latest Presidency text.

Going +through the latter, I was struck by the number of
detailed drafting changes the effect of which is to make
the overall text even less acceptable {if that is possible!)
I imagine you yourself have already noticed these, but 1I
have set out in the attached note eight changes which stand
out to me ag particularly difficult. The worst is probably
the one in new Article 16 which makes "receonciliation of
occupational and family obligations" an absolute requirement,
thus cpening the way to the Commission's proposing mandatory
workplace childcare facilities.

It 15 obviously important that such detailed peoints are
not overlooked if we do, vet, get inte further negotiations
on texts ahead of Strasbourg. And they may be a useful
counterweight to the line being put out by the French that
their further revision represents compromise on their part
and a move in our direction.

On a slightly different note, I was struck by Soisson's
comment (in para 10 of the reporting telegram) that reference
to Art 100aA(2) (which excludes provisicns relating to the
rights and interests of employed persons from +he ambit
of Art 100A) in the recitals haed been removed at the express
wish of the Commission. This ties in completely with the
Commission game-plan outlined by Delors at the Pgreign
Ministers Informal Meeting on 14 October: on the social
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dimension there should be a programme of ‘ackicn on the basis
of OM [(er simple majority) woting which respected the
princliple of subsidiarity. Ditkte the Commission's revised
proposal on the European Company Statute which also excludes
LOUALZ] ., It was fortunate perhaps that 1t was the Germans
who reised this yesterday: it is one issue on which we have
a good chance of making common cause with them.

[EEN ] Lares i
4 T
_-__._._._.________—

JOHN MILLS

David Hadley [Cabinet Dffice)}
John Eerr {FCO)
Charles Powell [No. 10)




SG0OCIAL CHARTER

Changes to 23/10/89 draft in latest (31/10) Presidency draft

There are a number of detalled changes to our detriment:

Whereas Vv : This now says whereas the completion of the
internal market must favour the approximation
of improvements in living and working cenditions
and economic and sccial cohesion, (Previcusly:
'be conducive to',) This rather alters the
sense, by tying progress on the single market
not only to the social dimension in its broadest

sense but also econocmiec cohesion.

Whereas VI : This now says whereas the complation of the

internal market must offer improvements in the
gocial field .... (Previously: 'lead te') Again

the sense is completely altered as above.

Waereas XIIT: The 23/10 draft said responsibility for implementation

lay firstly with Member States. This is now
omitted and responsibility is put egually on
the Member States and the Community. This

undermines the subsidiary point in this recital,

Article 13 Free movement of workers may now be restricted

only on grounds of public order, public safety
and public health. The 23/10 draft used the

phrases "public policy"™ and ®public sacurity"

which are existing Treaty language. The first

of these changes, in particular, would appear
significantly to narrow the scope of the restriction.
The briefing for the Council was that this Article
was acceptable, Does it remain so in the light

of these changes?




Article 8 (formerlv 10): The 23710 draft linked the right

to . a weekly rest period and annual paid leave
with national practice. The 3010 draft now
relates national practice to the harmonisation
of the duration of leawve, not the right te it.
The right thus becomes absclute with no national

practice escape clause.

Article 13 (Formerly 15): I the 23710 draft the right to

strike was subject to obligations under national
degislation and collective agreements. In the
30710 draft 'national legislation® is replacad

by "national practices'. This is a significant

weakening of- the escape clauge,

Article 16 (formerly 18): The 23/10 draft said action should

be intensified wherever necessary to ... [implement]

the principle of eguality betwesn men and women
in a wide range of fields. In the 30710 - draft

this gualification 135 dropped, thus leaving a reguilrement

to intenzsify action.

The 23710 draft said that measures should also

be developed to enable men and women "to reconcile
their occupational and family obligations more
easily®. In 3010 dralt "more easily® 18 omitted,
thus making such reconciliation an absolute (and,

in all probability, an unattainable) objective

which could well haunt policy-making for years

to come. This would surely be used by the Commission

to justify 1its plans for mandatory workplace childcare

Facilitias.




CODE 18-77

CONFIDENTIAL

BRI ION <. o ket e ey y i e

MHE HADLEY

gcc. Mr Rerr, FCO
Mr White, DSS5
Mr Fowell, HNa 10
Mr Mills, Ko 10 Policy Unit
Mr David
Mre Le Guen

SOCIAL AFFAIRS COUNCIL, 30 OCTORER

1 The Social Affairs Council turned out to be a wvery low key
event, apart from a late Italian walk out when no Italian text of
a revision was available. Keith Masson's telegram will be
available today, so¢ I shall miss out the detail.

2 Soisson gave a Ministers only dinner on Bunday night, at
which he laid down the ground rules that there would be no wvote;
Presidency conclusions would be remitted to the Buropean Council
with the text being approved in December; there would be adeguate
mention of subsidiarity and competence; he would like to deal with
the UK and other reserves "informally" at this meeting; and the
raference to the Commission action programme (Article 30 in the
original text) should be amended. He did not want article by
artiecle discussion during the meeting.

3 Soiseon achieved these objectives during the meeting through
ruthless Chairmanship which was however undeniably effective.

q There was & seguence of discussions throughout the day on the
Presidency report and, informally, on particular problematic
articles of the Charter itself. Some changes were made during the

dinner which resulted in one text, and there wa2re two other texts
circulated during the meeting for consideration. I attach the
final versions of both the Presidency note and the Draft Charter.
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5 The main changes in the Charter are that Article 3 to which
Portugal had fundamental objections has been deleted (but see para
71: the original Articles 2 and 3 have been combined into one new
article 2; & minor change in Article 22 (the bit between dashes)
makeg it more difficult for us; and there have besan some changes
in Title II.

B The particular issue at Title II, extensively discussed at
the Ad Hoc Group, was how Lo refer to the Commission action
programme and how to meet the German reguirement for legally
binding instruments. The Germans now want 9 and are supported by
Benelux. The solution is a new Article 28 which represents an

javitation to the Commission to meet the German reguest.

7 The Presidency report alsa went through a2 number of drafts.
it reflects the UK general reserve, and also liste the wvarious
items in the German proposal, linking them herea with the
Commission action programme. It also contains the substance of
the deleted Article 2.

A few other pointe emerging from the meeting:

fa) Miss Papandreou has now assured Member States that the
action programme will be available in mid November. It is on
the agenda for discussion at the Soclal Affairs Council on 30

November .

(b) a number of Member States were distinctly unhappy about

being railroaded into accepting a text on which they still

had regervations. Denmark was not among them. The Danish
Minister complirented the Presidency and the Commission and
paid he could accept the text and would commend it to the
Danish Parliament.
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(c) at the Presidency Press Conference Miss Papandreou said
the current text could not now be altered: Soisseon was less

precisee and said that this was a political matter.

(d) The OGermans are anxious for bilateral talks. There ie

an dinteresting interaction between their proposals, the

Commission action programme and the Charter which we could no

doubt discuss.

There are a number of ways in which contact with the French

Fresidency might be estLablished, and the Minister of S5tate wishes

to discuss this with me this morning. I shall report on our

convarsation when we meet at 4.30.

G L REID
31 October 1989




LABOUR AND. SDCIAL AFFAIRS COUMCIL

Mesting document no 1 REW
Brussels, 30 October 10A0
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Presidency Report

to the European Council

After a Tong and constructive discussion, the Presidency notes that the procedure
defined by the European Council inm Madrid for drawing up the Charter of the

fundamental social rights of workers has been observed,

gdn Lthe basis of the Commission’s draft, the social partners were consulted on
17 and 18 October, the European Parliament was informed on 17 Octeber, and the

Econemic and Sacial Committee on 18 October.

The Community Charter of the fundamental social pights of workers must express
the Member States” desire Lo harness together economie develspment and social

progress in the Cormmunity, while complying with tha principle of subsidiarity

and, in general, remaining strictly within the powers of the Community

authorities as defined by the Treatiss,

The amendments submitted by the Member States have been taken into account and &
Fresidency draft drawn up. 1t defines the fundamsntal zscial rights of European

workers in 27 Articles.

The Presidency has taken note of the Council®s agreement to Forward the attached

draft Charter with & viaw to & decision on adoption by the Eurcpean Council.

SN 3408/R2 (50C) k1 £ /MG mmk




The United Kingdom delegation, having cbjections te a number of draft Articles,

mainteined its general reservation.

The Fresidency has noted that, before the European Council mests. the Commission
intends to submit am action programme on the practical implementation of the

rights laid down in this Charter.

It invites the Commission in so doing te take inte account tha raguests mads by a
number of delegations relating inter alia to the length of annual leave, pay for
public holidays and sickness leave, proteciion of children and adolescents, the
situation of pregnant women and mothers of emall children, {ntegration of the
disabled inte the erdinary working environment, health and safety at the
workplace, vocational guidance and temperary work, and ihe mutusl rezagnition of

qualificatiens.

In additien, the Presidency wants genuine equality of treatment to be applied to
all workers, and to cover all forms of work, in particular work which offers no
leng-term security, It believes that, allowing for the differences in situaticn,
any worker employed in sncther Member State in Lhe context of subcontracting or

tha award of public works contracts should enjoy equal treatment with employees

of the host country.

In connection with the priorities which the Council has cat itself regarding
empleyment and vecalional training. 1t hopes that the project to set up a
Eurcpean Employment Survey Authority will be examined by the Council at its
reeling on 30 Movembar, along with the Comrmunity programme for the development of

continuing training for amployees in undertakinos.

Lastly, it stresses the importance which it attacke: to continuation of the
dialogus between managemsnt and labour, particularly as regards the

implementatien of the principles Taid down in the Charter.

SN 3408/B9 (50C) K15/ MG/ mmk




EURDPEAN COMMUNITIES Brussals, 30 October 1589 (OR. f)
THE COUNCII
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HOTE FRDM THE PRESIDEMCY

to: COUNCIL (LABOUR AND SOCIAL AFFAIRS)

on: 40 October 1885

Mo. Cion prop.: BSS7/859 SOC 345 COM(89) 471 final

Subject: Community Charter of the fundamental social rights of workers

Delegations will find inm the Amnmex the draft Community Charter of the Ffundamental

sactal wights of workers submitted by the Frasidency.

9430/ 2,89




COMMUNITY CHARTER OF THME FUNDAMENTAL SOCIAL RIGHTS

OF WORKERS

THE HEADS OF STATE AND GOVERNMENT OF THE MEMBER STATES OF THE EURCPEAN COMMUNITY

MEETING AT
aM

Whereas, under the terms of Article 117 of the EEC Treaty, the Membar Statez have

agreed on the need to promote improved 1iving and working conditions for workers

50 a5 Lo make possible their harmonizration while

maintained;

Whereas fallowing an from the coneluziens of the
Rhodas the Eurapean Couneil of Madrid considerad
establishment of the cingle European market, the
Lo the social aspects as to the economic aspects

must be developed 1p a balanced marner:

the improvement 1% baing

European Councils of Hanover and
that, im the context af the
same importance must be attacked

and whereas, therefore, they

9430/2/89

kin/BS ep




Having regard to the Resglutions of the Eurapean Par)iament of 15 Mareh 1989 and
14 September 1988 and to the Opinien of the Economic and Social Committes of

22 February 198%9;

Whereas the completien af the internal market is the mest effective means of

creating emplayment and ensuring maximum well-bBeing for all Community citizens:

whereas employment development and creatien must be given absolute prigrity 1in

the complation of the internal market, whereas it iz For the Community te take up
the challenges of the future with regird to economic competitiveness; taking into

account, in partieular, reqional imkalances:

Whereazs the social consensus contributes te the strengthening of the
competitiveness of undertakings, of the economy as a whoele and to the erealion of
employment | whereas in this rFeapect 4t i3 an essential condition for ensuring

sustained economic development;

Whereas the completion of the internal market must favour the approximation of
improvements in Viving and working conditions, &5 well &% economic and social

cohesion within the European Community while avoiding distortions af competition:

Whereas the completion of the internal market must offer improvements in the
social field for workers of the European Community, especially in terms of
freadom of movement, liwing and working conditiorns, health and safety at work,

social protectien, aducation and training:

Whereas, in order to eénsure squal treatment, it iz important to combat evary form
of diserimination, including diserimination on grounds of szex, ecolour, race,
opinfons and beliefs, and whereas, fn a spirit of salidarity, 1t is important ta

combat social exeluzian:

243072789




Whereas 1t is for Member States to guarantee that workers from non-Member
countries and members of their families who are legally resident in a Member
State of the Eurcpean Community are able to enjoy, as regards their living and
working conditioens, treatment comparable to that enjoved by workers who are

natiomals of the Member State concerned;

Whereas inspiration should be drawn from the Conventioms of the Iptermatisnal
Labour Organfration and from the Eurepean Social Charter of the Council of

Europei

Whereas the Treaty, as amended by the Single European fct, containz provisicns
laying down the powers of the Community relating., dnter alia, ta the fresdom of
mavemant of workers [Articles 7, 48-51), the right of establishment

Lhrticles 52=-5B), the social field under the conditions Taid daown 1n

Articles 117-122 - dn particular as regards the improvement of health and safoty
in the warking eaviroament (Avticle 11Ba), the development of the dialogue
batween manigement and Tabour at Eurcpesn level (Article 118k}, egual pay for men
and women for egual work [Article 11%), the general principles for implementing a
commen vocational training policy (Article 128), economic and zoccial cohesian
(Arttele 130a to 130} and, more gererally, the approximation of legislation
tArticles 100, 1002 and 235); whereas the implementation of the Charter must not

entail an extension of the Community®s powers as defined by the Treaties;

Whereas the aim of the present Charter is to consolidate the progress made in the
socia’ field, through action by the Member States, the two sides of industry and

the Community;

§430/2/89 kin/B5/ep




Whereas 1tz aim 15 also to declare solemnly that the implementation of the Single
Eurapzan Act must take full account &f the social dimension of the Community and
that 1L 1% necessary in this contexl Lo ensure at appropriate levels thea

development oF the social rights &f workers of the European Community, especially

employed workers and self-employed persons;

Whersas, in accordance with the conclusions of the Madrid European Council, the
respactive roles of Community rules, national lTegizlation and callectiva

agreaments must be clearly establizhed;

Wherass, by virtue of the principle of subsidiaribty, responsibility for the

initiatives E& be taken witlh regard ito Lthe implementation of these secial rights
l1es with the Member 5tates or their constituent parts and, within the 1imits of
its powars, with the Eurcpean Community; whereas zuch implementation may take the
form of laws, collective agreements or existing practices and whereas it reguires

in many spheres the active involvement of the twe zides af industry;

Whereas the solemn proclamation of fundimental social rights at European
Community Tevel may not, when implemented, provide grounds for any retrogression

comparead with Lhe situabion currently existing imn each Hember State,

HAYE ADOPTED THE FOLLOWING DECLARATION CONSTITUTING THE *COMMUMITY CHARTER OF THE
FUNDAMENTAL SOCIAL RIGHTS OF WORKERS":

8430/2/89 kin/BS/&p




TITLE 1

FUNDAMENTAL SOCIAL RIGHTS

FEEEDOM OF MOYEMENT

1. Every worker of the European Community shall have the right to freedom of
moevemant throughout the territory of the Community, subject Lo restrictions

justified on grounds of public ordar, public safaty or public health.

The right to freedom of movement zhall énable any worker to engage in any
gccupation or profession in the Community in accordance with the principles
ef equal treatment as regards access to employment, working conditions anc

soctal pratection in the hest country,

923052589 . kin/B5/ep




The right of freedom of movement shall also imply:

- Harmonization of conditions of residence 1n all Member Statez,

particularly these concerning family reunification;

- Elimination of obstacles arising from the non-recognition of diplomas or

equivalent occcupational gualifications:

= Improvemant of the 11ving and working conditiens of frontier workars.

9430/2/89 kin/BS/ep




EMPLOYMENT AND REMUNERATION

Every individual shall be free to choose and engage in an cccupation

according to the regulations governing each oceupation.
A11 employment shall ba Fairly remursrated.
To this affect, im acecovdance with arvangements 1pp1rlﬁg in each country:

workers £hall be assured of an esquitable wage, i.e. a wage sufficient to

#nable them to have & decent standard of living;

workers subject to terms of employment other than an open-ended full time

coertract shall receive an equitable reference wage;

wages may be withheld, seized or tramsferred only in accordance with
national law; such provisions should entai]l measures enabling the worker

concerned to continue to enjoy the necessary means of subsistence For

himself and his family,

6. Every individual must be able to have access to public placement services

free of charge.

5430/2/89 kin/BS/ep




Ihe completion of tha 9nternal market must Tead to am improvement in the
living and working conditions of workers inm the Europesan Cammunity. This
process must result from an approximaticn of theze canditicns: while the
improvement is5 beaing maintained, as wregards fn particular the duration and
organization of working time and formz of amployment cthar than ocpen-snded
contracts, such as fixed-term contractsz, part-time working, temporary work

and zeazonal werk.

The improvement must cover, whare necessary, the develapment af certain

aspects of employment regulations such as procedures for collective

redundancies and thoze regavding bankruptcies.

Every worker of the Eurcpean Community shall, have a right to a weekly rest
period and e amnnual paid Teave, tha duration of which must be

prograssively harmonized in accordance with natienal practices,

The conditions of employment of every worker of the European Commurnitly
shall be stipulated 1mn laws, a collective agreement or a contract of

employment, according to arrangements applying 1n each country.

9430/2/89  kin/BS/ap




SOCIAL PROTECTION

According to the arrangements applying inm each country

Every worker of the European Community shall have a right Lo adequate socia
protection and shall, whatever his status and whatever the size af the

undertaking in which he is employed. enloy an adequate level of zoctal

security benefits.

Persocns who have been unable sither to eater or re-enter the labour market
and have no means of subsistence must be able to receive sufficient resources

and social assziztarce in keeping with thetr particular situaticr.

FREEDOM OF ASSOCIATION
AND COLLECTIVE BARGATINING

Employers and workers of the European Communily shall have the rieht of
association in order to constitute professional organizations or trade unisns

of their choice for the defence of their economic and focial interests.

Every employer and every worker chall have the freedom to join or not to join
such organizations without any personal or occupational damage being thereby

suffered by him.

8430/2/89 ' kin/BS/ep




Employers or amployers’ arganizations on the one hand amd warkeps’
organizaliens an the athar, =zhall have the right to nesstiate arnd cancluda
collective agreemenmtz undar the conditionz latd dawn by natisnal legislatian

and practice.

The dizalogue between the twa zides of industry at Eurepean level which must
b ﬂ-E-\-'-E-Iﬂp-Ed. may, if the mpartieas deam 4t decivrable., razult in contractual

relations in particular at intercccupational and sectoral level.

The right te regfovrt to collective action in the avent of a canfliel of
interests shall fmclude the pight to strike, subject to the obligations

arising under national practices and collective agreements.

In order to facilitate the settlement of industrial disputes the
eztablishment and utilization of conciliation, mediation and arbitration

procedures should be encouraged in accordance with mational practice.

The internal legal order of the Member States shall delermine under which
conditions and to what extent Lhe righls provided for in Articles 11 to 13

apply Lo the armed forces, the police and the civil service
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VOCATIONAL TRAINIMG

Every Eurcpean Community worker must be able Lo have access te vecalional
training and to underge such traiming throughout his workfing life. In the
conditions governing access to such training there may be no discrimination

en grounds of nationality.

The competent public authorities, urdeértakings or the twa s2fdes of industry,
each within Lheir own sphere of competence, shall set up continuing and

permenent Lraining systems enabling every perion te underge retraiming more
especially Lhrough leave for training purposes, to improve hiz skills or ta

acquire new skills, partfcularly in the light of technical developments.

EQUAL TREATMENT FOR MEN AND WOMEN

Equal treatment far men and women must be assured. Equal opportunities for

men and womén must be develaped,

Te this end, actien should be intenszified to ensure the implementation of the
principle of equality between mem and women as regards in particular access
to employment, vemumeration, social protectisn, education, vocatioral

training and career development.

Measures should also be developed enabling men and women to reconcile thedir

cccupational amd family obligations,
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INFORMATION, CONSULTATION

AND PARTICIPATION FOR WORKERS

Information, consultaticn and participation for workers must be developed
along appropriate lines, taking account of the practices in force in the

varicus Member States.

This shall apply especially in companies or groups of companies having
establishments or companies in several Member States of the European

Community.

Such informatiem, econzuyltation and participation must be implemented in due

time; particularly in the following cases:

when technolegical changes which, from the point of view of working
conditions and work organization, have major implicaltions for the workforce

are introduced into undertakings;

in connection with restructuring cperations in undertakings ar in eaces of

mergers having an impact on the employment of warkers:

in case of callectiva redundancy procedures:

when transfrontier workers in partifcular are affected by employment

pelicies pursuad by the undertaking where they are employed.
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HEALTH PROTECTION AND SAFETY
AT _THE WORKPLACE

19, Every worker must enjoy satisfactory health and zafety conditians in his
working environment. Appropriate measures must be taken 1n order to achieve
further harmonization of conditions in this area while maintaining the

impravements made.

These measures: shall take account im particular, &f the nesd for the
trainina, 1nfarmation. consultatien and Balanced participation of workersz ag

regards Lhe risks incurred and the ateps Laken te aliminate or reduce them.

The provisions regarding implementation of the internal market shall help to

ensure such protestion,

PROTECTION COF CHILDREM AND ADOLESCENTS

Without preéjudice to such rules as may be more favourable to young peaple, im
particular those ensuring their preparation for work Lhrough vocational
training, and subject to derogations Timited te certain 1ight work, the
minimum employment age must not be lower than the minimum schoal=-Teaving age

and; Tn any case, not Tower than 15 years.

Young people who are in gainful employment must receive agquitable

remuneration in accordance with natiomal practice,
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22. Appropriate measures must be taken to adjust labour vegulations applicable ta
young warkars so that their specific development and weocational training and

access to employment nesds are met.

The duration of work must, in particular, be 1imited - without it being
possible to circumvent this limitation through recourse to overtime - and
night werk prohibited im the case of workers of under eightesn yvears of age,
save in the case of certain jobs laid down in national legislation or

regulations.

3. Fellewing the end of compulsery edication, voung people must bBe entitled to
receive initial wocational training of a sufficient duration to ernable L1hem
to adapt to the requirements of their Future working 1ife; for young workers.

such training musl Lake place during working hours.

ELDERLY PERSONS

According ‘to the arrangements applying in each country:

24. Every worker of the European Community must, at the time of retirement, be

able to enjay resources affording him or her a decent stamdard of Tiving.

5. Any person who has reached reétirement age but who is not entitled to a
pension or who does not have other means of subsistence, must be entitied ta
suffizient resources and to medical and cocial assistance specifically suited

to hiz needs.

DISABLED PERSONS

26, A1l disabled persons, whatever the origin and nature of their dizablament,
must be entitled to additional concrete measures aimed at imprevimg their

social and professional integration.
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These maasturas must concern, in particular, according to the capacities of
tha benaficlaries, vocational training, ergonomics, accesstibility, mobiliiy,

means af transport and housing

TITLE I1
IMPLEMENTATION OF THE CHARTER

It is the responsibility of the Member States to guarantee the Ffundamertal
soctal rights in this Charter and to implement the social measures
indispensable to the smocth operation of the internal market as part of a
strategy of economic and ¥ﬁt1al cohesion and in accordance with maticmal

practices, notably through legislative measures or collective agreements,

A TLy et BEEE
The Eudropean Council invites the Commiszsion to submit fnitiatives, which fall

within its powers, as provided for in the Treatiss, with a view to the
adoption of legal instruments for the effective implementation, as ard whan
Lhe internal market is cempleted, of those rights which come within the

Community” s area of competence.

The Commizzien shall establish each year, during the last three montks, a
report on the application of the charter by tha Member States and By the

Eurapean Community.

The repart of the Commizsien shall be forwarded to the European Council, the

European Parliament amd the Economic and Soccial Committee.
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EUROPEAN COMMUNITIES Brussel=z, 30 October 1589 {(OR. £l
THE COUHNCIL

9430/2/89
REY 2

RESTREINT
50C 370

FROM THE PRESIDENCY

to: COUNCIL (LABOUR AND SOCIAL AFFAIRS)

on: 30 Detobar 1989

Mo. Cion prop.: 8997,/89 SoC 348 COM{B5) 471 final

_Eubje:t: Community Charter of the fun&amEnLaI social rights of Hﬂrke;t

Delegations will find in the Annex the draft Lommunity Charter of the fundamental

soclal rights of workers submitted by the Presidency.
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LOMMURITY CHARTER OF THE FUNDAMENTAL SOC[AL RIGHTS
OF WORKERS

THE HEADS OF STATE AND GOVERNMENT OF THE MEMBER STATES OF THE EURDPEAN COMMUNITY
MEETING AT
ON

Whereas, under the terms of Article 117 of the EEC Treaty, tha Member States have
agreed on the need to promaote improved Tiving and working conditions for wWorkers
£0 as to make possible their harmenizatfon while the Improvement s being

maintained;

Whereas following on from the conclusions of Lthe European Councils of Hanover and
Rhodes Lhe European Council ef Madrid considered that, in the context of the
establishment of the single Eurepean market, the same importance must be attached
to the social aspecis as to the economic dspects and whareas, therefore, they

must be developed in a balanced manner;
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Having regard to the Resolutiens of the European Parliament of 13 March 1983 and
14 Saptember 1989 snd to the Opinion of the Economic and Seecial Committer af
£2 Feabruary 1989;

Whereas the completion of the internal market is the most effective means of
creating employment and ensuring max imum well=being for all Commnundty citizens:
whereas employment development and creation must be given absolute priority 4n
the completion of the internal market, whereas 1L 15 for the Community to take up
the challenges of the future with regard te economic competitivenass: taking into

ccount, 1n particular, reglaonal imbalances;

Whereas the socia) consensus contributes tp the Strengthening of the
competitiveness of undertakings, of the #conomy as a whole and te the creation of
employment; whereas 1n Lhis respect 1t {5 ap essential condition fFor ensuring
sustained economic development :

improvements 1n living and warking conditions, as wal) 45 economic and social

cohesfon within the European tummunfty while avaiding distortions of competition;

Whereas the completion of the internal markst must offer improvements ipn the
social fField Fop workers of the European Community, especially in terms of
freedom of movement, 1iving and Working conditions, health and safety at work.
social protection, educaticn and training;

Wheress, in order to enzure equal treatment, 1t is important to combat every form
of discrimination, ineluding discrimination en graunds of sex, colour, race,
epinions and baliefs, and whereas, in a Epirit aof selidarity, 1t 4s important teo
combat social exclusion;
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Whereas it is for Member States to guarantes that workers from non-Member
countries and membere of their families who are Tegally resident in a Membar
State of the European Community are able to enjoy, as regards their living and
working conditians, treatment comparablae to that enjoyed by workers who are
nationals of the Member State concerned

Whareas fnspiration should be drawn from the Conventions of the Internaticnal
Labour Organfzation and frem the European Social Charter of the Council of

Eurcpe;

Whereas the Treaty, as amended by the Single Europsan Act, contains provisions
laying down the powers of the Community retating, inter alia, to the fraedam af
movement of workers [Articles 7, 48=51), the right of establishment

(Articles 52-58), the social field under the conditions Taid down 1in

Articles 117-122 - §p particular as regard: the improvement of health and safety
in the working environment (Article 118a), the development of the dialogue
between management and labour it European level (Article 118b), equal pay for men
ind women for equal work (Article 119), the general principles for implementing a
comfmon vocational training policy (Article 128), economie and social cohesiaon
(Artfcle 120a to 130e) and, more generally, the ipproximation of legislation
(Articles 100, 100a and 235); whareas the implementation of the Charter muet not
entail an extension of tha Community’s powers ac defined by the Treaties;

Whereas the aim of the present Charter 18 to corgali

social field, through action by the Hember States, the two sides of industry and
the Community;

—
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Whereas its aim i35 also teo declare solemnly that the implementalion of Lthe Single
European Act must take full dccount of the social dimension of the Community and
that it is necessary in this context to ensure at dppropriate levels the
development of the social rights of workers of the European Community, especially

empleyed workers and self-employed persons;

Whereas. in accordance with the conclusions of the Madrid European Council, the
respective roles of Community rules, mational legislaticn and collective

agreements must be clearly established:

=

Whereas, by virtue of the principle of subsidiarity, responsibility for the

initiatives to be taken with regard to the implementatfon of thesa tocial rights
11es with the Member Stites or their constituent parte and, within the Timits of
its powers, with ths European Community: whereas such implementation may take the
form of Jaws, collective agreemants or existing practices and whereas it requires

in many spheres the active involvemsnt of the two sides of Industry;

Whereas the solemn proclamation of fundamental social rights at European
Community Tewel may not, when implemented, provide grounds for any retrogression

compared with the gituation currently existing in each Member State,

HAVE ADOPTED THE FOLLOWING DECLARATION CONSTITUTING THE "COMMUNITY CHARTER OF THE
FUNDAMENTAL SOCIAL RIGHTS OF WORKERS™:
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TITLE §

FUNDAMENTAL SOCIAL RIGHTS

FREEDOM OF MOVEMENT

1. Every worker of the European Community shall have the right to freedom of
movement throughout the territeory of the Community, subject to restrictions
Justified on grounds of public erder, public safety or public health.

2. The right to freedom of movement shall enable any worker to engage in any
occupation or profession in the Community in accordance with the principles
of equal treatment as regards access to employment, working conditiens and
social protection in the host country.
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The right of freedom of movement shall alzoe fmply:

Harmonfzation of conditiens of reszidenca in a1l HMember atates

particularly those concerning family reunification:

Elimination of ohstacles arising from the non-recognition of diplomas

equivalent occupatiomal qualifications;

Improvement of tha 1iving and working conditfons of frontfer workers.
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EMPLOYMENT AND REMUNERATION

Every individual shall be free to choose and engage in an sccupalion

according to the regulatfons governing sach sccupalion.
- AlT employment shall be fairly remunarated.
To this effect, in accordance with irrangements applying in each sountry:

workers shall be assured of an equitable wage, j.e. a wage sufficient tao
enable them to have a decent standard of Tiving:

workers subject to terms of employment other than an open-ended full time

contract shall receive an equitable reference WADE ;

wagas may be withheld, seized or transferred only in accordance with
national law; such provisions sheuld entaf) measures enabling the worker

concerned to continue to enjoy the Recessary means of subsfistence for
himse1f and his family.

Every individual must be able to have access to public placement sarvices
free of charge.
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IHPROVEMENT OF LIVING AND WORKING C ITI0NS

7. The completion of the internal market Mmust lead to an improvement in the
living and working conditions of workers in the European Community. This
process must result from an dpproximation of these conditfons whila the
improvement 1s being maintained, as regards in Particular the duration and
organization af working time and forms of employmant other than open-andad
contracts, such asz fixed-term conbracts, part-time working, temporary work

and zessonal work.

The improvement must cover, whare necessary., the development of certain
aspects of employment regulationz such 25 procedures for collective

redundancies and those regarding bankruptcies,

Every worker of the European Community shall, have a right to a weekly rest
pericd and to annugl paid leave, tLhe duration of which must be

progressively harmonized 1in accordance with natienal practices,

The conditfonz of employment of every worker of the Eurcpean Community
thall be stipulated in laws, a collective agreement or a contract of

employment, according to arrangements applying in each country.
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SOCIAL PROTECTION

According te the arrangements applying fn each country :

Every worker of the turopean Community shall hive 3 right to adequate social
protection and shall, whatever his status and whatever the size of the

undertaking in which he is employed, enjoy an adequate level of social
security benefits,

Persons who heve besn unable efther to entar or re-enter the labour market
and have no means of subsistence must ba able to receive sufficient FESOUFrCE

and social assistance 4n keeping with their Particular situation.

FREEDOM OF ASSOCIATION
AND COLLECTIVE BARGAINING

Employers and workers of the European Communtty shall have the right af
association 1n order to constitute professianal organizations or trade unions

of their chafce far the defence of their economic and social fnterects

Every employver and every worker shall have the freedom to join or not te joim

such organizations without any personal or occupational damage baing thereby
suffered by him.
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Employers or employers’ organizations on the one hand and workers”
organizations on the ether, shall have the right te negotfate and coneludea
collective agreements under the conditions laid down by national Tegielatian

and practica.

The dialogue between the two sides of industry at European Tevel which must
be developed, may, 1f the parties deem 1t desirable, result In contractual

relatfons in particular at interoccupational and sectoral level .

The right to resort to collective action 1n the event of a conflict ef
interests shall fnclude the right to strike, subject to the obligations

arising under national practices and collective agreements.

In order to facilitate the settlement of fndustrial disputes Lthe
establishment and utilization of concilfation, mediation and arbitration

procedures should be encouraged in accordance with national pracitice.

The internal legal order of the Membar States zhall determine under which
conditions and to what extent the rights provided for in Articles 11 to 13

apply to the armed forces, the police and the civil service.
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VOCATIONAL TRAINING

Every Eurapsan Community worker must be ablas to have access to vocational
training and ta underge such training throughout his working 1ife. 1In the
conditions governing sccess to Such trafning there may be no diserimination

on grounds of nationality.

The competent public duthorities, undertakings or the two sideg of industry,
¢ach within their own sphere of competence, shall set up continuing and
permanent training syvstems anabling every person to undergso retraining more
especially through leave for trafning purposes, to improve his skills or to
dequire new skills, particularly in the light of techniecal developmants,

EQUAL TREATHENT FOR MEN AND WOMEN

Equal trsatment For men and women must be itsured. Equal opportunities fFor

men and women must be developed.

Te thiz end, action should ba tntensified to ensure the implementation of the
principle of equality betwsan men and women as regards in particulsr access
to employment, remuneration, social protection, education, vocational

training and career develepment .

Measures should alse be developed enabling men and women to recencile their

eccupational and family ebligations.
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7

INFORMATION, CONSULTATION
AND PARTICIPATION FOR WORKERS

Information, consultatioen and participation for workers must be developed
aleng appropriate Tines, taking account of the practices in force in the
various Mamber States,

This shall apply especially in companies ar groupe of companies having
establishments or companies in several Member States of the European

Community.

Sueh information, coensultation and participation must be implemented in due

time, particulariy 1n ths following caces:

when technological changes which, from the point of view af working
conditions and work ergantzation, have major implications for the workforce
ire introduced imto undertakings;

in connection with restructuring oparatisng in undertakings or in cases af

mergers having an impact on the employment of Workers;

in caza of collective redundancy procedures:

when transfréntier workers in particular are affected by empleyment

pelicies pursued by the undertaking where they are employed,
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HEALTH PROTECTION AND SAFETY
AT _THE WORKPLACE

Every worker must enjoy satisfactory health and safealy conditions 1n his
working environment. Appropriate measures must be taken in order to achieve
further harmonization of conditiens in this area while maintaining the
improvements made,

These measures shall take account in particular, of the need for the
triiniﬂ51 information, consultation and balanced participation of workers ag
regards the risks incurred and the steps taken to eliminate or reducs them.
The provisions regarding implementation of the internal market thall halp to

ensure such protection.

PROTECTION OF CHILDREN AND ADOLESCENTS

Without prejudice to such rules as may be more favourable to ¥Young peaple, in
particular those ensuring their preparation for work through vocaticnal
training, and subject ta derogatfons 1imited to certain Tight work, the
minimum employment ags must not be Tower than the minimum school-leaving age

and, in any case, not lower than 15 years,

Young peocple who are in gainful employment must receive equitabla

remuneration in accoerdance with national practice.
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g .!-rn-prute meacures must be taken to adjust labour regulations appiicable ta

¥Young workers so that their specifie development and vocational training and

dcceze 1o employment needs are met.

The duration of work must, in particular, be Timited

ghteen years of age,
save in Lhe case of certain jebs laid down in national legislation or
regulations.
23, Following the end of compul sory education, Young people must be entitled to
receive inftial vocational training of a sufficient duratien to e#nable them
to adapt to the requirements of their futurs working 1ife; fap Young workers,

such training must take Place during warking hours,

ELDERLY PERSONS

According to the arrangements applying in each country:

24, Every worker of the Europeasn Community must, at the time of retirement. be

able to enjoy resources affoerding him or her a decent standard of Tiving

23, Any perzon whe has reached retiremant age but who is not enlitled to a
pension ar who does not have other means of subsistence, must he entitled 1o

sufficient resources and to medical and social assistance specifically zuited

to his nesds,

DISABLED PERSONS

26. All dizabled persons, whatever the origin and nature of their disablement,
must be entitled to additional concrete measures afmed at Improving theip

social and professional integration.
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These measures mustl concern, in particular, according to the Capacities of
the beneficiaries, vocational trafning, ergonomics , dceessibility, mobility,

means of transport and houzsing,

TITLE 11
IHPLEMENTATION OF THE CHARTER

2T. It 1z the responsibility of tha Membar States to guarantee the fundamental
soclal rights in this Charter and te implement the zocial MeEasures
indfspanzable to the

practices, notably Lhrough Tegislative measures or collective igreements .

" A} U A R
. The European Council fnvites the Commission ta submit Tnitfativesy which fall

within 1ts powers, as provided for in the Treaties, with a view to the
adoption of lega) Instruments for the effactive implementation, as and when
the internal market 4: completed, of those rights which coma wWwithin the
Community s arsa of competence.
The Commission shall establish each year, during the Tast three months, a
report on the application of the charter by the Member States end by the
European Community.

30. The report of the Commission shall be forwarded to the European Council, the
European Parlfament and the Economic and Social Committes,
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These maasures must concern, in Particular, acecording to the capacities af
the benaficiaries, vocational Lraining, ergonomics. accessibility, mobility,

means of transport and housing,

TITLE I
IMPLEMENTATION OF THE CHARTER

£7. It 15 the résponsibility of the Member $tatas to guarantees the fundamental
social rights in this Charter and to implemant the secial MeEasUres
indispensable to the smooth operation of the internal markat as part of a
strategy of economic and soctial cohesion and in accoardance with national
practices, notably through lTegislative messures ar collective agreements.

i 4 a4 v pRe

The European Council invites the Commission te submit fnitiatives, which fall
wWithin its powers, as provided for im tha Treaties, with a view E; tha
adoption of legal instruments for the effective implementation, as and when
the internal market is completed, of those rights which come within the

Community‘s area of compatence .

The Commiszion shall establish each year, during the Tact three months, a
report on the application of the charter by the Member States and by the

Eurapean Community.

The report of the Commission shall be forwarded to the European Couneil, the

Eurcpean Parliament and the Economic and Sceial Commiitee.
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27 Qctober 1989

EUROPEAN COMMUNITY STRUCTURAL FUNDS

Hick Ridley's letter of 27 Cctober to Douglas Hurd.

This iterates the concerne 1in my recent note on this subject
and which you agrasd. I think it would he well worthwhile
tof the Prime Minister to signal her sStrong support for
the firm line which Nick Ridley intends to take with Bruce

Millsy. There 15 a bag potential problem looming.

Tt St

JOHN MILLS




the department [or Enterprise

The R Hon, Michalas Ridley MP
Secretary of State for Trade and Industry

Department of

CONFIDENTIAL Trade and Industry
1-1% Victoria Smeet
Ft Hon Douglas Hurd CHE MP Lendon S&%1H OET
Secretary of State for ] Enquiries
Foreign and Commonwealth Affairs 01-215 S0
Whitehall ER11074/5 DTHQ G
LONDON 5W1 01-222 2629

215 5422
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EUROPEAN COMMUNITY STRUCTURAL FUNDS: "OBJECTIVE 2"

Over about the next month we have to negotiate with the
Commission documents called "Community Support Frameworks®
(CSFs), which for the next three years will govern the bulk of
the European Regional Development Fund's grants to the UK and
gsome of those from the Social Fund.

8o far Commission proposals have been formally received only
in relation to the ERDF. 1 enclose a factual Note by our
gfficials on the problem which arises hera. The Commission
has for over a month been standing on an extreme position.
Without any justification in the new regulations for the
funds, it is proposing a s=ea change in the purposes for which
the ERDF makes its grants.

Unless this position can be as radically altered in
negotiation, there would be significant implications for
regional policy and public expenditure (on which Douglas Hogg
last wrote to Norman Lamont on 29 September). The extent of
the potential damage cannot yet be precisely measured, partly
because the Commission's proposals are s8till incomplete in
egsential financial details. Our hand in Brussels would be
stronger if it were possible to give actual examples of
projects which the Commission's proposals would jeopardise.

our difficulties are compoundad, and to some extent caused, by
the fact that the Commission's negotiator is Stanley Clinton
Davig's former chef de cabinet, acting under the direction of
Bruce Millan; and that the local authorities in the areas
concerned, also mostly Labour, are partners to the negotaiton.
The Commiszion are gseeking to oblige us to allow the ERDF to
gubsidise new and local authority Iinitiatives at the expense
of approved public expenditure (incluvding central government
programmes and water authority and railway investments).
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Douglas Hogg saw DBruce Millan on 26 September. On that and
some subsequent occasions we have received some reasonably
helpful general assurances of the Commission's flexibility.
But there has not vet been any sign of 1t in the negotiation.

I proposa that we endorse the following UK negotiating
objectiveas, which have been discussed by our officials:

a. to have the C5Fs redrafted more flexibly, in terms
which imply no presumpition in favour of local authority
measures;

b. in particolar, to minimise the CEFs' commitments
to grants towards local authority revenue expenditure,
and

el to seek to restore grants to as many as possible
of the measures excluded by the Commission's proposals.

There is also the guestion of whether, in proposing CEFS
embodying such instructions on the measures which may be
adopted, is acting inconsistently with the Regulations under
which the CSFs is to be adopted. 1 am arranging for the

cpinion of the Law Officers to be scught on this question.
Further pressure on the Commission is likely to be necessary
if we are to secure an acceptable cutcome. I propose the
following steps:

i We have already recently arranged for the
influence of Leon Brittan and Commission Secretary-
General Williamson to be brought to bear on Bruce
Millan, Officials also need to maintain pressure on
Millan's cabinet and staff for more acceptable next
drafts of the C5Fs, now expected from them at the
beginning of November.

i I1f when these next drafts are received we
find that they do not offer a constructive basis for
negotiation, they should not be circulated to the
local authorities, but Douglas Hogg or I should see
Bruce Millan as soon as po=sslible and ask him to revise
them.
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173 T 25 If the resalt of this 1= =till unsatisfactory.
I would ask you to speak to President Delors or have
pur concern raised in COREPER.

At some stage during the negotiation we shall need to take
decisions on the distribution of the funds' grants between the
Fegional and Social Funds and between various "Objectiwve 2"
areas. 1 will write again on this aspect as soon as the
Commission's own proposals are clearer.

Officiale have also given some advance conslderation to the
alternative courses that we may need to choose bhetween at a
late stage in the negotiation. We must return to that in due

COUuIrse.

I am sending copies of this letter to the Prime Minister, to
colleagues on OD[(E] and E[(A), to 5ir Patrick Mayhew, Nicholas
Lyell, Alan Rodger, Peter Carmyllie and to 5ir Robin Butler.

Umﬂ E{uWJ
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AREAS ELIGIBLE FOR
THE ERDF

'Dhje:tive 1

Dhjmative £

8| b jective 5(b)

Areas wikh Programmes
already approved apre
hatched .,

Farta of inner London and Easzst Kent will receive special
ERDF grants; so may Gibraltar and some coal-mining areas

anutside the eoloured areas.




ERDF GRANTS INM UK "OBJECTIVE 2% RAREAS

Note by Officials

The ERDF hithearto

35, 8 In racent years the UK has received for what are now
called its "Objectiwve 2" areas (map attached) some E£300m per
annum of grant, Grants have been mada Efor:

{a) central government expenditure programmes {trunk
roads, and regiconal assistance to industry) about
20% of the total;

capital investment, mostly by nationalised
industries but also including local authority
items, in railways, bus transport, ports,
alrports, water and sewerage and energy - about
15%;

local authority and new town road-building
programmes = about 20%; and

other local authority and new town capital
expenditure, including the preparation of
industrial sites and some tourism projects - about
25%.

The percentage composition has wvaried slightly hetween
England, Scotland and Walas,

L Government policy is that receipts from the
Structural Funds are taken into account when publie
expenditure programmes are set. In the case of grants
towards central government programmes, the receipts go to
finance already agreed expenditure, Grants towards local
authority and nationalised industry capital expenditure are
passed on to the bodies concerned; but to prevent their
leading to public expenditure above the agreed lavels, the
recipients' borrowing limits are reduced correspondingly
(they count against local authorities' capital allocations).
In the case of any other grants, eg towards local authority
revenue expenditure, Government policy is that they must be
accommodated within the appropriate Department's FES total.
Such grants have hitherto been very small.

;5 Grants are now applied for in the form of composite
multi-annual "programmes" for a particular geographical
araa. MNine such general programmes, already approved by the
Commission, are at present current, for the "Objective 2°
araas shown hatched on the map. There is also one special
("RESIDER") programme. These ten approved programmes are
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due to yield €380m of grant in the three years 1989-1991.
Applications are pending with the Commission for 13 similar
ganaral programmes. Four more, together with some addenda
and two special programmes, are in preparation,

The new régime

4, Mew regulations for the Community's structural funds,
including the ERDF, came into force on 1 January 1989.

They reguired the preparation by the Government, in
consnltation with local authorities and others, of regional
"olans® for UE drawings on the Funds. Future grants are to
ba subject to the terms of "Community Support Framework"
(CEF) documernts established by the Commission "in agreement
with the Member State concerned”, "through the partnership"
{ie in a negotiation which alsoc includes local authorities),
and after consulting an Advisory Committee of all Member
States. The CSFs are due to be agreed during November 1989,

The Commissicn's proposals

5. Partial first drafts of C8Fe for eight of the nine UK
"Objective 2" regions were regeived from the Commission on
15 Septembar. These would (see specimen text at Annsx A)
discontinue grant for 75-B0% of the items in para 1 above =
all (a) and (b), including water, sewarage and snargy,
naarly all (¢) and some of (d) {("greenfield" sites) =-
although all of them remain fully eligibla under the terms
of the new ERDF regulation. O0On the other hand they would
reguire grant to be paid for certain further purposes:
"business development"™ schemes for small firms, certain
environmental works, regional research and development and
technology transfer initiatives, and tourism promotion
services. A percentage allocation between five "pricrities”
ig to constrain the composition of grant programmes.

6. One conseguence of these first drafts is that, for
the first time, a significant element of local authority
revenue expenditure would be included. Moreover, Commission
officials have made clear that they would intend te approve
only local authority initiatiwves in the new categories,
although we will vigorously oppose this (it may be legally
as well as politically obijectionable).

T The Commission's only attempted justifications of its
proposals are theoretical or grossly exaggerated. It says
it wishes to support infrastructure of different types in
Objective 1 and Objective 2 regions; it pleads the shortage
of Dbjective 2 resources; it refers to Burcpean Parliament
and Court of Auditors ecriticism of past ERDF grants to
under-utilised roads (mainly in Southern Member States). It
has no cogent reply te UK arguments, expressed so far
unanimously by central and local government, that the




maasuras supported hitherto are all essential for regional
aconomic development and fully eligible for grant under the
new ERDF regulation.

B. The programmes already approved are formally to be
axempt from thesa changes, but in practice scme slippage of
new "priorities" inte axlating programmes might be
unavoldable, because Departments could not in the programme
Monitoring Committees vete Commiszsion and local authority
proposals for including projects of the new types without
jeopardising these programmes as a whole.

9. The Minister for Industry and Enterprise discussed
these proposals with Commisslonar Millan on 26 September,
pointing out that they would represent a "sea changa™ in tha
ERDF's operations for which no reasonable justification had
beon put Forward. MMr Millan said he hoped that in the
forthcoming negotiations, which are expected to take several
weeks, the Commission weuld display "reasonable flexibility,
within limits". He renewed these assurances to the UK
Permanant Representative on 10 Dctober.

L0, S50 far, however, 1n "partnership"™ discussions of the
drafts in Brussels on 2, 3 and 12 October, Commiesion
officials have shown no flexibility at all. Only in certain
bilateral discussions with the local authorities have they
{according to reporte) shown some signs of willingness to
congider partial concessions on roads. At the suggestion of
Mr Millan's chef de cabinet we have put in counter-drafts of

oar own (example at Annex B), but the only new indication in
writing from the Commission is a single unapproved second
draft CSF, recaeived in strict confidence on 18 October.

1L This new draft would appear to reduce the proportion
of measures that would lose grant from 75-80% to 60-65%, and
would allow the continuation of grants towards part of the
cost of the Enterprise Initiative (perhaps £45m over the
three years). On the other hand it continues to rule out
any grants for trunk roads, ports, airports, water, sewerage
and energy; it retains an "additionality" condition on
grants for derelict land clearance, objectionable possibly
legally as well as in substance: it contains some
discouraging indications of the Commission's ideas on grant
rates; and it would moreover explicitly require grant for
the operating (as well as the capital) costs of local
authority business development schemes.

12, The Commission is expected to decide on 25 October to
allocate to the UK Objective 2 CSFs a total, for the ERDF
and the Eurcpean Social Fund together, of 1517 MECU for
1989-91. There would be argquments in favour of assigning up
to 450 MECU of such a total to the ESF; on the other hand,
an assignment of even no more than about 1200 MECU to the




ERDF would, if the approved ERDF programmes wara to he left
antouched, reguire the others te be cut by more than half,.

Eda The Commission has yet to make proposals on the
distribution of grant between the two Funds or between the
nine Objective 2 areas, or on the percentage allocation of
grants between "priorities"”.

25 Qectober 1989




AnNnEL A

2.2 Tha prlaritias for Cocmmunlty actlan

i sccordancs with the spltierla oub'ined |ln sectlieon 2.1 abave, the
fol lowlng prilaritles f=r astian B ithe Zoewdnily 'z Structural Funds
nave Daan chosen

1% Imaraving faciliting far ira dey s lapmant =38 proditctlva
st lvitiag, namaly

= orovislon of [adustrizi preémizas and osites, inciuding o=
Fite Infrastruciura

= faellttlas =pacifle 1o the disposal and recyeling of
Industrial wasta

A shortaga of good quality s!tes and bullding has besn |dantifisd
is ons of the censtraints on davaleping new ecoromile Initlatlvas in
Eastarn Scotland.

Furthsr provialen of sites and premisses has tharafors a high
priority. ERDF support will, as a genaral rule; conly be given Lo
the provision of industrial sites on nen-greenfliald land. 1t I3
avidant that thosa works wlll| zisa Improve the Imzge of the arsa
and as such (nerazsa ‘Itz attractivenasz to potentlal tourists and
ipward Inveastors. With regard to Industrial premisesa, thea run—dosn
of certain Industries has left a stock of readundant bulldings.
Without Investmant In improved services and renovation works =uch
bil ldings cannot ba adaptad to mest new Industrial use. In tha
contasrt of full funding of darellct land clearance by tha Central
Govsrnmant authoritiss, any agtivity supoorted by the EROF In thla
flald miat |esad to an increasa |In the area of land cleared comparad
with that airesady plannad under existing natlcnally=-funded schemes.
Expand|tura on tha praovislion of sltes and premises in thea region by
tha bodiaa llstad Inm saction 1.2 was £, ....milllen iIn 1588,
assoc|ated with ..., hactares of land and m2 of workshops
provided. Plannad expenditura for tha perfod 1288-81 I3
£.. . mall]llon.

it |a targatad that approximataly 110 ha new industrial sites will
ba provided over tha paricd 1338-1881. The targst for industrial
premises = slther refurbish or new bulldings - |3 200,000m2 ovar
the same parlod.

It is wsvidant that sufficent szalld Industrial wasta dispossl
faclilitlas are avallabla for futura aconomle devalopmant In the
araa. Current faclllitlias ara not adequate and thias may hava 23
negative Impact on futura Industrial devalcpmsnt. It Is also clsar
that tha provision of new or tha axpansion of exlsting wasts
disposal facllitiees do not have am adversa affect on tha
anv lromnmant of the area.




Az |ztanca far tha Hsavaliccmant of mRow SLS:nacgas, IN pit:l;u-u.r
small= and madium-=8lfed ani&rsr|seg:

Eastarn Seotland has been gart'zolarly af'gatod by ins d=gline af
traditisnal Industries such &s coal and textiles, which hRad once
Baan major contributars to tha acorcmic daveiopment of fhe Ires.
in recant years, 2 numoar of indusirlés suth &% chemizals,
alsztraniecs and electrical =ngineering have shown smolayment
growtn. Also ths small business seclor. a ¥2f ggent fof Aconomis
grawth, has baan showlng gteady growth [n many 2arts gf the area.

The UK authoeritias concarnad are eiming to reinforce furiher the
provisien of new emplcyment cpportunities In a number af potentizl
growth sectors. The main slements of a strategy ta attaln Rthis
objectiva arse,

attraction of Inward Investments

support for the creation of new firms and the sipansien of sristing
gmall endigenous firms,

devalopmant and promotion of the use of new tachnology.
sncouragemsnt of largs flrms to support the development of locsal
SMES. 2

Under this prilority, ERDF assistanca |s envisaged for the following
maasLres,

= grants undar the natlonal enterpriss Initiative,

= Business centres In Flfe Aegion

Tha a!m is to establish and develop Business Centres, which will
nrevide @ co-ordinated combination of premisses and forms af
support services approprilate to the naseds of 3SMEs, thersby
atimulation and encouraging the creatlon and growth of such
gntarpr lsas.

Managed Workshops

The provision of managed workshops at tha Falkirk Business rark,
the Stirling Enterprize Park, the Alloa Business Centre and cartaln
other key location In the regicn.

The Trade and Export Centre at Falkirk

This centrs will provide local SMEs, with services ralated ta tha
challengs and opportunities arlsing from the creatlen of tha
Eurcpean Single Market.




= Purthar I|oeal (mitistivas wnlch complzmant and cooperata with

aetlvitias Iim thlie fisld :zarrled =ut esurrantly. This relatad In
partledlar to:

provision of business = a1 IdlEcuCisE. S@nires and manidged
workshops

Battar access to naw technologies

promot jlon of locdl davelcoment end entgrgriss agencios
proviz|on of common services for & number of 3MESF,

promot lon of arport By iasczl firms

Tha EROF corntribution ta thoze sgchemes Wil ba gitner maz. 0% of
publ ¢ expanditura Involved or 30% of the total aiigible costs. The
cost of these initiativas are estimated at 1 mf over ihe rcericd
1980=13971 .

ESF activitiaa (DG V)

It |s snvisaged that the measures planned under this prlerity will
provide an Impetus faor the crsation of about 3000 new SLEs Im tha
raglon. These new flirma as wall as the grawth af axisting flrms
will make a substantial contributlon to the objective sat with

regard to smployment..

Improving ths Image of the region by works In locatlons with elaar
potent lal for alther Industrial and offlca sector devalopment of

tolurlsm, namaly :

= raclemation of darallct land In kEey Industirial and tourist
arass with no Immadiate productive aftar-uss

- landscaping works on tourist attractiona, Industrial sites,
In kay tramsport corridors and the cleaning up of Town
cantras.

- copstal protaction works ! Inked toa specific imcustrial ar
tourlet davalopmanta.

In tha contaxt of full funding of darsllct land clsarance By the
cantral Govarnment authorities, any activity supportad by the ERDF
in thie flald must I|aad te an Ipcrezss in tha area of land Clearsd
compared with that alrsady plannea uncer &xlsting natlonally-funded
schamas.

Total publie sxpenditure on those type of schemes has Dean 2pRErox.
mf |nm 1588. Far the pariod 1535 — 1581 public eipenditura In this
flald ars pastimsted at mE. Tha ERDF conirlibution to tihese
measures will be In the order of mf, The target far the
reclamation of darsicit land s to remove and clear 675 ha of
industrial derellction.




Tha davalopment of Lourism

%

Taurism airgady plavs 3n imparixint part 0 ihs sconcmy of Emrstarn
Ecotland. Sne of ithz Gowsco—a@fte chldeilvag |§ (9 apzourdps 163
spread of tourism ihrsiigiott =iotlEng. Thae prosimicy of fdinburgh
A1l ceanafit tha rajiod, wWhare Sl JUFPRS Aarildgs and act'ya &4:3Ur8
hol 1days: ara alredTy wall Astasiizhed. I rasent ya3rs, Ihe EHDF

bas sontfleuted sonmpasaraaly ts bog ddordiapmapr  of CSungss: 28 2

focus point for tourisa in Enstara Seotiand.

A Itu=y by Flfa Ragion has iaalcatad the potentidi FoF Srowth o
the sSus | negs bagr Lt zastor, particutarly ralzeisn i d=] tha
davajspmant of conferancez apd sxalbitionz In iths proximity of the
Ferih Bridge.

The strategy to support ths axpansicn of touriam In Eastars
Scotland is based an:

the davalopment and impravemsnt of Facilitles end 1Tourist
attractions In potential growth markat such =23 business
tourism, family holidays and active halidays,

the promation of private sector |nvalvamant,

tha markating of tourist attractlons cutsida Scotland.

Tha objsctiva of this strategy (s to attract 1o Eastarn Scot'znd
110.000 additiomal tourist wvisits Im 1882. Imn 1988, "tha (<iai
fAumbar &f tourists amounted ta 150,000 ovarseas visits and 2 CQQO00
domaatic vialts.

In 1988, publie e:penditurs on tourism develcpmant was 2Doul
millilon £. For the pariod 1989-1881, totz! publlc azpsnUiture
anvisaged for this sector will ba in tha order of mlliion £.

Yazatlenal tralning a=tlema direct'y linkad fo tourism
davalopmant (DG W)

Support for rasearch and develoomant, and wvocational training
faciliting.

A shartage of modern technociogy skills In tha regicral warkforza la
also sesn 23 3 barrier to growth. Hew ocupations emerging in now
Industrises reguires differsnt skills from tho arsz’s traditicmal
Industras.

With ragard to ressarch and development, this prisrity |s Intanded
to bulld on ths strenghts of ths raglon In ita excellsnt Righar ang
furthar education facliitias, and on the support for A & O
facllitlss alraady funced by the ERDF. Such activities will| mise
support the stretegy adopted Ffor bBusinesa developmant, I
particular SMEs,




The following type of ssgsures arg 3NVisagodd

- guppart for t™a diffusisn ind transfer of nNew Iscandicgred,
- gUpport for i{=ttiativas assouragiry graatar (RAUSTriAl wLIa
of aipertise |m thn feg.3n"s Udl7ire’tisa, polylecanics and
~al lages of furihsr eddcation (crestlan af *rapzfer coinis,
aritarpr g8 ranes and iRngwation gEresd
- proviston  sf fasyvitiew  for  vozZatiooal LT Lk
indugtrlal sa=torg Wwith potantizl Tor
fn 508, publi:z expenditure %Yo improva 2hd
tralning and R & 0 facilltlies amouniac io A, For
1585 -1991, publle axpenditurs [n RIS Tiald is estimatad ax

8. Othar support for training

tart from ESF)

The priorities chesen in this Support Framework respond to the
stratagy set out In the convarsion plan for tha reglen by including
slamsnts of ail seven of the prioritles for action outlingd In the
plan. However, with a view to achlaving 2 greatar value for monay
from the Community’s !imited ressurces, thay are focussed on dlirest

job ersation.

The Support Framework should be ssan In tha contaxt of all national
and local Imitlatives for Industrial and urban reganaration In
Imdustrial South Walas. Maasures such as tha general provision aof
basle transport and publle utility Infrastructure wil] ba carrigd
out By the raespons|ble authoritles witheut ZA0F support, but whers
appropriate with the 3upoort af pihzr Commupltx's Finafd:al
inst-usants.




2.2 The pricorities for Community action

In accordance with the criteria outlined in section 2.1 above, the
following priorities for action by the Community's Structural Funds
have heen chosen;

1. Providing facilities to encourage productive investment, namely:

- transport infrastructure closely linked to economic development
- facilitating the provision of industrial premises and sites,
including on-gite (nfrastructure
facilities specific to the disposal and recyecling of industrial
wagka
water and sewerage infrastructure closely linked to economic
developmant

Transpert infrastructure ie particularly important in Eastern Scotland
because of its peripheral position. The ERDF will not support all
transport development, but will support the modernisation and laying
out of transport infrastructure which provides the basis for the
creation or development of economic activity. This could include
road, rail, airport and port projects. The key test will be whathar
the development will promote economic development and productive
investmant.

A shortage of good quality sites and building has been identified as
one of the constraints on developing new economic initiatives in
Eastern Scotland. Further provision of gitea and premises has
therefore a high priority. Where possible this should be on
brownfield sites, but it is recognised that s=some productive
investment can only be achieved if greenfield sites are also used.
It is evident that those works will also improve the image of the area
and as such increase its attractiveness to potential tourists and
inward investors.

It is evident that insufficient solid industrial waste disposal facilities
are available for future econcmic development in the area. Current
facilities are not adequate and this may have a negative impact on
future industrial development. It is also important that the
provision of new or the expansion of existing waste disposal facilities
do not have an adverse effect on the environment of the area.

The supply of water is of economic importance in the plan area, both
because of the need for high quality standards to attract high tech
investment and because of changing demand patterns from industry
as a result of structural change. Insufficient or inadequate
gsewerage facilities are acting as a bottleneck on productive
investment in several parts of the area. Inadeguate sewage disposal
systems are proving a disincentive to tourism because of their effect
on the quality of beaches and bathing water. The ERDF wil
therefore support projects to increase the capacity of or upgrade
water, sewerage and sewage disposal systems, where the projects are
closely linked to economic development and the encouragement of
productive invesiment.

SED279L1.099




2. Business Development:

Eastern Scotland has been particularly affected by the decline of
traditional industries such as coal and textiles, which had onece been
major contributors to the economic development of the area. In
recent years, a number of industries such as chemicals, electronics
and electrical engineering have shown employment growth. Also the
small business sector, a key agent for economic growth, has been
showing steady growth in many parts of the area.

This priority is concerned with the development of businesses, in
particular small and medium-sized enterprises. ERDF assistance is
anvisaged for the following measures:

. grants to promote productive investment, particularly in small-
and medium-sized firms, and support for loan guarantees;

. investment by enterprise agencies and in business facilities;

" measures to encourage self-employment and the use of business
consultancy.

Improving the of the region works in | aons with
claar otential or either industrial and of gector
development orF touriem, namaly:

- reclamation of derelict land in key industrial and tourist
areas with no immediate productive after-use
landscaping works on tourist attractions, industrial
siteg, in key transport corriders and the cleaning up of
town cantres.
coastal protection works linked to specific industrial or
tourist developments

- refurbishment of buildings of historical interest.

4., The development of tourism

Tourism already plays a part in the economy of Eastern Scotland.
One of the Covernment's objectives is to encourage the spread of
tourism throughout Scotland. The strategy to support the expansion
of tourism in Eastern Scotland is based on:

- the development and improvement of facilities and tourist
attractions in potential growth market such as business tourism,
family holidays and active holidays.

- the promotion of private sector involvement.

Vocational training actions directly linked to tourism development
(DGV)

5. Support for innovation and new technology

To increase the level of innovation it will be important to make full
use industrially of the research and development strengths of the
higher education sector in the region. Support for innovation will
also be important for SMEs.

A shortage of modern technology skills in the regional workforce is
also seen as a barrier to growth. New occupations emerging in new
industries require different skills from the a&rea's traditional
industries.

SED273L1.099




The following types of measures are envisaged:

nts to stimulate inmovation;
grants for the diffusion and transfer of new technologies;
investment in initiatives encouraging greater industrial use of
expertise in the region's universities, polytechnics and colleges
of further edueation (eg science parks);
provision of facilities for vocational training In indusirial

sectors with potential for growth.
Other support for training
(text from ESF)

The priorities chosen in this Support Framework respond to the
strategy set out in the conversion plan for the region by including
slements of all & of the priorities for action outlined in the plan.
However, in view of the Community's limited resources, they are
focused on actions that seem lkely to have the greatest economic
impact.

The Support Framework should be seen in the context of all national
and local initiatives for industrial and urban regeneration in Eastern
Scotland .




PRIME MINISTER 26 October 1989 JO e L’f

RIDLEY SPEECH IN BONN WELL RECEIVED

Mr Ridley spoke to the Broncmic Council of the C€DU in Bonn
on 17 October about tThe British vision of Eurcpe. His point
that the Commanity should only try to do things which cannot
be done better by Member States was applauded and very strong
support was shown for his statement that the Government
has emphasised the dangers of rushing into work -on lohger
Lerm devalopments in European eConomic and monetary
arrangements, going beyond Stage 1 of EMU. He drew on the
experience of Eastern Eurcpe in saying that "wa must
recognise that nationhood - the desire to determine one's
own destiny within one's own country - is something we tamper
with at our peril" which was also well received. (That
etatement was made in the context of Mr Ridley's=s comments
about worker participation - and about British opposition
to suggestions for compulsory Community measures like worker
participation where he distinguised between the different
German and British experiences pf industrial relaticns and
said that "unless there is an overriding need for harmonised
legislation, we should respect one ancothers customs and

traditions".

BEven in tThose areas where the Federal ERepublic "has not
promoted a policy of full liberalisation eg the insurance
market, CDU members were willing to appland a statement
which Ealid that the single market was about giving the
CONSume T wider choica with 'eguivalent! rather than

'i1dentical? prntectinn for his rights.

We are certainly not isoclated in the emphasis which we put

on all these issucs.

HOWELL HARRIS HUGHES
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Secrelary of Himie
lor Employmeni

PRIME MINISTER

As requested in your Private Secretary’s minute of 23 -October, I
now attach a draft letter to President Mitterrand.

On balance I think it would be better to consider sending this
letter after the meeting of the Social Affairs Council on 30
October. This will allow us better to assess the stance of other
countries to the revised charter text (the French version of which
has only just arrived), and thelir reaction to our attitude to the
charter.

You may also wish to consider whether at some stage we send the
French an alternative charter along the lines you discussed with
President Mitterrand at Chegquers. I attach at Annex 1 a
ghort 1list of items which might form the basis of such an
alternative approach. We can provide specific texts on these
items.

As I pointed out in my minute yesterday, there are some dangers in
agreeing to any social charter which goes beyond our existing
commitments as set out in List A of Annex 1. Though List B
containg "rights" to which we have signed up in the Council of
Europa charter, some of these are unacceptable (for example, an
unqualified right to strike) in a Eurcpean Community context,
where their effect would be different. It would mean giving away

the agreement on competence in these areas, and alsoc weakening our
position in arguing against any directives which may then follow.




EDHFE% ENTIAL

Secredary of Slaiy
fer Emplaymeni

I have followed wup your suggestion that we cost some of the
provisions of the Commission charter. I attach & short note
summarising some of the results. There are ocbviously considerable
methodological problems with such figures, but we are now clearing
them with +the Treasury. We should consider at what stage and in
what form these costings might be deployed.

Finally, I think we must further improve press and public
understanding of our position. I have prepared a series of fact-
sheets on our policies and progress in the social area, and
propose to use these in press briefings at the end of the week., 1
attach a set of these fact-sheets.

I have copied this minute and attachments to John Major and to
Sir Robin Butler.

-

H F
25 Dctobar 1989




DRAFT LETTER PRIME MINISTER TO PRESIDENT MITTERRAND

The Social Affairs Council has now discussed the revised text of
the Commission charter following official discussions in the Ad
Hoc Group which you set up.

While the revised version i an improvement on the original
Commission text, it is8 not at all the kind of document which we
agread at Chequers it would be sensible to achieve. Our objective
there was to devise a social charter which dealt only with general
principles, not detail and regulation, and which recognised the
diversity of national practices as well as the principle of
subsidiarity. The existing draft does not meet these aims.

Following our meeting on 1 September, Madam Guigou from your
office met my officials and they spelled out the fundamental
difficulties we had with the Commission charter. I still have
fundamental reservations over areas of the revised text which

might adversely affect my Government’es domestic policies by

introducing a Community dimension. These include provisions on
pay and working conditione, and rights in the industrial relations
area including trade union membership and the right to strike.




CONFIDENTIAL

I remain firmly of the wiew that we ought to be looking for a

broad, declaratory and general political statement of fundamental

rights, free of detail and of regqulatory promises. This should be
closely in accord with our conclusions at Madrid on the importance
of subajidiarity and national practice, and it should reflect the
top priority which we gave to job creation. We should in addition
ensure that nothing we do extends the role of the Commission into
areas from which it is currently excluded or which are perfectly
satisfactorily dealt with by Member States themselves.

I hope we can work towards this kind of declaration for our

meating in Strasbourg.

CONFIDENTIAL
=l




ALTERNATIVE SOCIAL CHARTER

List A: Commitments which would be acceptable to UE in a
Community charter

right to freedom of movement in line with the Community's
existing legislation;

right to safe and healthy conditions of work in accordance
with Community's existing legislation:

improved access to relevant training for both employed and
unemployed, including rehabilitation for people with
disabilities;

right of men and women to egqual treatment in line with
existing Community legislation;

encouragement of self-employment and setting up of s=mall
firms.

List B: itments which Acoe for w ers i
context of 11 of Fu social charter {a number of these
would be able t e UK in a European Community Charter)

- protection of the right to earn a living in an occupaticn
frealy entered upon;

provision of free public employment service and appropriate
vocational guidance;

right to just conditions of work, including public holidays
with pay, a minimum of two weeks annual holiday with pay and
a weekly rest period;

right to a fair remuneération, such as to give workers and
their families a decent standard of living;

right te organise;

right to bargain collectively and recognition of the right
to strike;

promoting the establishment and use of appropriate machinery
for conciliation and veluntary arbitratien in settlement of
labour disputes:;

provision for paid leave on maternity;

right to social security.




isg - hic

& n oV cil of e = al
cha bu mi [ a5 2] t ontemplate
in a Community charter, subject Lo clear statement that action
for Mepber States and not the Community,

minimum employment rights in areas of unfair dismissal and
collective redundancies:

encouragment of emplovee involvement.
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THE COST OF THE CHARTER PROPOSALS IN THE UK

1 Costing the Charter proposals is very difficult. Many of the
articles are insufficiently precise to allow a clear assessment of
what they would do, and even where estimates can be made, they are
highly sensitive to the many assumptions which have to be made.
The following list presents broad estimates of the range of
cogts to the UK economy, in terms of jobs lost or additional
expanditure, which might be involved in a number of the
articles. It is not possible to derive a total cost of the
Charter.

Decent Wage

2 On the assumption that "a decent wage" means a national
minimuom wage at 6B% of the national average (a Council of Europe
definition) the cost to the UE would be

430,000 - 1.3 million fewer jobs.

Minimmm Holidays

Assuming a minimum holiday of 20 days would mean costs of

130,000 man years of employment lost

Right to Training Leave

One week’s paid leave for each employee would cost

£1.7 billion in lost ocutput
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PRIME MINISTER 25 October 1989

Norman Fowler has circulated a note for tomorrow's Cabinert
getting out his proposed tactics for next week's Social
Artfairg Council. He intends to make cle=ar that the current

draft falls well short of what we could accept, while

emphasising that the UK will continue to play a constructive

role in further negotiations.

—_— — "

For the short term this is entirely sensible. But we need

also to loock ahead to the peolitical manceuvering - which

iz already beginning - in the run-up to the Strasbourg
._\_'_i——_.
BEurcopean Conncil. We should be under no illusion as to

i TR e —

the difficulty of getting an acceptable text, and we must

- e Al

Jprepare for the worst.

e —_—

The French Position

The French now seem to be carefully planting the impression

in the media that they are bending over hackwards to

S

aanEmndata thae UK. 5o far the Tacts do not bear ount thie

=T

interpretation. There must be a distinct possibility that

this is an attempt by the Prench to show themselves in a

qéﬁd light and to undermine the credipbility of the UK

position. (S5ee attached cutting).

The Foreign Office wview 1is that we should not be +too

gurprised that the French Presidency have as vyet failed

——

to make much of an effort to accocmmodate our concerns.

- = —

They argue;

it was predictable that the French would Jjust go

through the motions in the Working Group:

CONFIDENTIATL
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once the Social Affairse Council is out of the way
the French will embark on the "real negotiatisns
to produce a much shorter, declaratory text designed
to get us on board.

This was Mitterand's gist at Chequers. If this happens

it will be helpful, but we are pessimistic about the
PrUEFECtEF T e T e

any substantial move away from the current detailed
text would be too much of a climb-down for most (if
noet all} other Member States;

it would undermine FPrance's own credentials with
the socialist majority in the EBuropsan Parliament
who are erecting the idea of a tough (anti-UEK) social
charter into a cause celebre,

S0 whatever Mitterand might have been thinking at Chequers,
perhaps he Is now too boxed in to deliver. This thought
ig raeflected in the latest telegram from our Paris embassgy
lattached) . It would certainly be unwise therefore to rely
on French goodwill to get us out of a corner.

The Way Forward

Thus cur approach to the subject in the run-up to Strasbourg

needs to assume, as a distinct possibility, an 1l:l

situation. The political risks of this are high, but can
be lessened by an intense presentational effort to get across

our views on

the economic costs of the Charter

CONFIDENTIAL
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the extension of competence it implies

the need for diversity and respect for national
e e — ——

tradition
_—#—l—

the hidden agenda: consolidation of trade union power

in = cnrpﬂ:aﬁigt_gyrmgg; and protection for the wﬂrfh

against the low-cost South. "t i

L — i —_—— o

So far, with the exception of the Foreign Secretary's
Blackpool speech, we have not tackled this and the FPrench
and the left are dominating the debate with unspecific,
but telling language about the importance of the 'social

dimension' .

Yet our case 15 strong. For example, the Australian High
Commission is saying to Canbezra that the social charter
is good news for Australia because it will reduce Eurocpe's

o b=  ————— T e
uquetLtLvE:E55+ And, on minimam wWages, the Department

of Employment has produced tentative conclusions that such
4 minimam at 68% of tha national average wage (which is
Labour party policy) could result in long run Jjob losses
of between 400,000 to 1.3 million (depending on the axtent

to which differentials Zbove the minimum werge restored) .

It iz essential that impetus is given to this work on costs

g0 that at Strasbourg you can, with confidence, say that

the Social Charter will destroy not create jobs, and back
———

-

your point up with facts.

—_— —— i ———
CONCLUSION

Norman Fowler will maintain the UK line at the Social Affairs
Council, OQur tactics for the run-up to Strashourg need

t0o be aesessed next week in the light of the Council

CONFIDENTIAL
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discussion. This includes how Dbest to put Mitterand on
the spot in the letter you have commissioned,

But it is cgrucial to start preparing the ground now for
what 15 bound to be a very difficult meeting at Strashguryg.

And this must be doné on a worst case bagis, to make 1t
easier ta Justify the UK's not signing an unacceptable
document.

This requires, on top of all the likely diplomatic manceuvres
in Brussels and Paris,

an intense presentational effort, which needs to

involve Fenneth Baker and John Major as well as Morman
—
Fowler. The target 1ib L‘I.EIIHF',EE.I.{.‘ as well as LBuropean

I n L e -,
opinion. The cost, competence and trade union power

implications have got to be brought into the open;

L

= 2 ar ————————,

encouraging industry to volce its concerns as strongly

as possible. So far its voice has been fairly muted,

but we know there is much unease about the impact
g u e m—— J——
on competitiveness:

—— =1

encouraging small Member States to oppose the Charter.

Eealisation of +the anti-competitive implications
of the Charter are increaging, especially in Fortugal.
We muet foster thig. 10x2 inm BStrasbourg will ba
immeasurably better for us than 11:1;

urgent, ceoordinated work in Whitehall on the economic

costs. This is our strongest card, but does not
appear to be beéing pursued with enough wigour, You

should call for a paper within two weeks, to lay
e -y

the foundation for considered statements that the
- - - — S S
Social Charter will destroy jobs;

i

E'_——i-=u;r._ ____-_‘—‘-—-_.______-_
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further urgent work on a UK alternative Charter.

We need this to back up statements of our own baelief

on the social dimension and toe head off the likely

accusations of negativeness.

_-".-F'-rrr'

JOHN MILLS ANDEEW DUNLOP
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French in ‘secre

;Eleal’ ta\

dilute EC Social Charter |

John Palmor In Strasbourg

HE French povermmznt is

making Eecrat maves 10

water down the Evropesn
Communil¥’s controversial
Sacial Chatier of waorkars'
cighis In-an effort o persuads
the Britlsh govrernment to abdn-
fon 115 cutrizht oppesition, Lo
European monetary umion,

EC governments: have bign
sent confidential copies ol -a
proposed new  draft  chacler
which they want all 12 heads of
{ povernment, including Mrs
Thatcher, to endorde at the
Strosbourg  summit  in
Dacembar, :

There are fears amang Bura-
nean -MPs that the ngw virsson
of the charter will scale down
attempts 1o legislate Jor greater
worker parlicigalion and “will
gepap rejerence o the nesd 1o
giaranies mindmum woges for
workers and minimum incemes
for ather socinl groups

British officials daid lasg
night that “at first reading” the
chamaes suggestad o the char-

ter by the French gavernmant, |

wiiel currently helds the EC
presidency, did not go far
enoeeh o overcome Brilan's
ohlections, and many dilficu
ties remained.

The moves to diluts the chae
ter, which has been described
by Mrs Thatcher as bepg in-

|5.|1:|L'Eﬂ by “Marxism and (he

class siruggle” are backed by
the Eurooean Combpilsslon’'s
: prisldent, Me Jasques Dabars,
He fears that onless the 1E
agree 1o gcoceleratd moves o
BCOnDmic and monekary wnion,
the Eurcpean Coinerunity will
fose Lhe power o influsnce
events in Eastern Exnrapa.
Earvlier vesterday, thers were

missioner responsible for the
charter, Mz Vasso Papandrzag,
would disscciate hersell [rom
the mew French warsion. Hut
last night her advisers saxd [hat
while she praferred the ariginal
version, the French compso-
miise was Yoo she can hve
with." . '

Last wesk, . Ms Papanclreatk
| todd & select commiites of. the
Houge af “Commons - that 11
waould be better | caly 11 gov-
prmeis endorsed the charter

peice af Mrs Thatcher™s signa-
fure was 10 dilute the planned
programme ofF minkmum: social

legislation. "
: Members of the Sovialist
group of MEPs, the lhrgest po
| Titteal faction in the Sirasboorg
| agsembly, intend guizzing Pros
|dent Frangois Mitterrand
when he addresses (he Euro
pean Parllament here later
todaxw.

They will demind agsirances
from both the French presi-

reports that the Eusopean com- | I
| of the 180 Socialist MEPs, Mr
| Jean-Piarre Cot. gaid yestarday,

it the December summit i the |

dency and the commizsion thit
ey will nod ba parlies lo any
mianaewvme which ‘emplies the
social charier of repl content in
An ﬁm&-mﬁ-‘g| ta get Mrs
Thatchers backing for mane-
1ary UM§oT.

TiWe are alasmed al Lhe sug-
gostions that a saceel desl i3 in
{lse making which woukd disas-
tronaly dilule the contenis aof
the social charter,” the leader

[t was mnaot clear last night
whather President Mitterrand
would use the fact that he s a
head of stata, nat & mere laad
ol government, to refuse to
answer MEPs' guestions
directly.

3= Papandreow’s advisers
gaid thot she weuld not be
replying (o any debate on be-
hatfof the commiseion.

There |5 no reason 1o beligve
that Mrs Thatchar {8 ready to
frace an .emascalated social
charter for a comimitment to
baick mevis 0 gwmetary union
or immediately oo join the
European Monetary System
fixed exchange rale vegisne.

The differences between the
Prima Minitter and Lhe Chan-
cellor of the Exchequer cwer
EMS are sHI uneesolved, al-
though Mr Lawson 1s still
pressing for an enrly commit-
ment to join the EMS — possi:
by as earky a8 in Decamber. |

e

== |
—

= ]
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TO DESKBY 231100Z FCO

TELND 1399
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INFO IMMEDIATE UKREP BRUSSELS
INFO ROUTINE OTHER EC POSTS

FRAME SOCIAL
UKREP BRUSSELS TELNO 3161: S0CIAL CHARTER: THE NEXT STEPS

SUMMAKY

1. THE FRENCH MAY IMDEED BE PAINTING THEMSELVES INWTO A CORNER, AND
DOMESTIC POLITICE WILL MAKE IT HARDER FOR THEM TO BREAK OUT.
SUPPORT THE IDEA OF AN EARLY CABINET OFFICE/GUIGOU CONTACT.

DETAIL

2« THERE 15 INDEED A RISK THAT THE FRENCH WILL PAIRT THEMSELVES INTO
A CORMER ON THE SOCIAL CHARTER AND FIMD THEMSELVES UNABLE TO DELIVER
AT STRASEQURG THE SORT OF DEAL THAT WOULD BE ACCEPTABLE 70 US, AND
AT WHICH MITTERRAMD HINTED WHEN HE SAW THE PRIME MINISTER AT
CHEQUERS LAST MONTH.

5= THE FRENCH HAVE RECEWNTLY TAKEN A CONSISTENT LINE BOTH IN PURBLIC
(CRESSON TO THE NATIONAL ASSEMBLY ON & OCTOBER, SOISSON TO THE
EUROPEAN PARLIAMENT'S SOCIAL AFFAIRS CONVENTION ON 17 OQCTOBER2 AND
IN PRIVATE, AT THE HIGH LEVEL GROUF AND IM COMVERSATIONS WITH LS
WHICH WE HAVE REPORTED SEPARATELY TO THE FCO AND DE. THE LINE IS
THAT THEY WANT US ON EOARD THE S0CIAL CHARTER AT STRASEOURG,. BUT NOT
AT THE PRICE OF AN EHWPTY CHARTER: BETTER GO AHEAD WITHOUT US THAN
AGREE TO THAT.

4. THIS MAY BE A TACTICAL MANCEUVRE DESIGWNED TO PULL US FAR ENOUGH
IN THEIR DIRECTION TO PERMIT AN AGREEMENT AT STRASBOURG AFTER THEY
THEMSELVES HAVE GIVEN GROUND AT THE LAST MINUTE. BUT THE MORE THE
FRENCH TAKE A TOUGH LIME LH_EQELIE_DH THE_PH&EIER THE HARDER IT WILL
EE FOR THEM TO GIVE GROUND IN THE END GAME. (SEE MICHEL NOELECOURT
IN LE MONDE OF 24 OCTOBER, FAXED T0 ECD(I), IN SUPPORT OF THIS
FOINT.) AND THE DOMESTIC POLITICAL BACKGROUND WILL NOT HELP EITHER.
PREPARATIONS FOR THE SOCTIALIST PARTY CONGRESS NEXT MARCH ARE UNDER
WAY, AMID CRITICISM FROM SOME IN THE PARTY THAT ROCARD'S GOVERNMENT
HAS ALREADY MADE TOO MAMY COMPROMISES TO FREE MARKET ECOMODMICS.
MITTERRAND HAS RECENTLY NUDGED ROCARD INTO MAKING A FEW CONCESSIONS

PAGE 1
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IN THE 1990 BUDGET TO MEET THESE CONCERNS, BUT HAS TAKEN CARE NOT TO
DESTABILIZE HIM NOR TO UNDERMINE THE BROAD THRUST QF THE
GOVERNMENT'S ECONOMIC POLICIEE. THE WNEGOTIATIONE OM THE BOCILAL
CHARTER PROVIDE BOTH MITTERRAND AND ROCARD WITH AN OFPPORTUNITY -
WITHOUT UNDERMINING THEIR ECONOMIC POLICY = TO UNDERLIMNE THE
GOVERNMENT'S DETERMINATION TO ACHIEVE ECONOMIC GROWTH WITHOUT
MEGLECTING WORKERS' RIGHTS. IF AGREEMENT ONLY LOOKED POSSIBLE ON THE
BASIS OF AN ANDDYNE CHARTER, THE FRENCH MIGHT DECIDE THAT A ROW WITH
Us, UPHOLDING THE PRIMCIPLE OF WORKERS RIGHTS AGAINST THE PROPONENTS
OF THE LIBERAL ECONOMY,. WOULD BE A PREFERAEBLE OQOUTCOME. THERE 15 AS
MUCH POLITICAL MILEAGE HERE IN BEING SEEN TOD BASH THE BRIT AS ¥WIiGE
VERSA.

5. THERE ARE. OF COURSE, ARGUMENTS THE OTHER WAY. MITTERRAND WILI
NOT WANT TO PRESIDE OVER A SEEMINGLY DIVIDED COMMUNITY WHEN HE IS
ARGUING THE CASE FOR A STRONGER AND MCRE UNITED COMMUNITY TO FACE
THE CHALLENGES OF CHAMGES IN THE EAST. BUT WE CANMNOT BANKE ON THESE
ARGUMENTS WINNING THE DAY. AND IF THE FRENCH COME OUT STRONGLY AT
THE SOCIAL AFFAIRS COUNCIL IN FAVOUR CF THE SORT OF CHARTER NOW DK
THE TABLE,. IT WILL BE EVEN HARDER FOR THEM TO SHIFT GROUND IN THE
RUN=UP TO THE STRASBOURG EURODPEAN COUNMCIL - HARD THOUGH WE SHALL
WISH TO PRESS THEM TO DO S0. IN THESE CIRCUMSTANCES, WHERE DELAY IS
IN MO SENSE ON QUR SIDE, I VERY MUCH AGREE WITH THE THOUGHTS
EXPRESSED BY SIR DAVID HANNAY IN THE LASYT PARAGRAPH OF HIS T.U.R.

FCO PLEASE ADVANCE KERR, ARTHUR, FCO, REID, DEPT OF EMPLOTHMENT,
HADLEY CAB OFFICE.

FERGUSSOMN

YYYY
CISTRIBUTION

MATN 131

.FRAME S0CIAL ECD €I)

ADDITIOMAL

FRAME

PAGE 2
CONMFIDENTIAL




CONFIDENTIAL

Ref. LOBS/2738B

PREIME MINISTER

Soclial Charter

Purposa

i ¥You have asked for a discussicn of the Social Charter
before the Social Affairs Council on 30 Octobher. Colleagues will
have seen the Sacretary of State for Employment's letter of

24 October, which sets out the background. His further letter of
25 October on our subsegquent strategy has gone only te you and
the Foreign Secretary at this stage.

= There are two key issues:

. Mr Fowler's line for the 30 Octcber Council:
= [ our subseguent strategy.

Cabinet will need to look particularly at the first of these; you

may think it best for detailed consideration of the second to
wait until we know the outcome of the Council.

Likely Position on 30 oOctober

i The Presidency's latest ftext remains closely based on the

Commission's original proposals, and is unacceptable. At the
Council, some member states are likely to be ready to sign up to

it with minor amendments. Others may have more major
difficulties: the Portuguese, for example, seem seriously worried
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about the e&ffect on their competitiveness. In particular our
concerns about extensions of Commission activity ([(competence,
subaidiarity etec) are now shared by several membear states:

however this has led the Garmans and othars to press for the tet
to be made more, not less, detailed so as to tie the Commission

down .

4. The Council should at least demonstrate that thera is no
prospect of all twelve member states signing up to anything
modelled on the Presidency's current text. Beyond that, it is
not clear whether the Presidency will try to work towards a
consensus of 11 member states; nor, if so, how far they could

succeaed .

Issuas for Discussion

5. The main issues you may want to explore in discussion are:

- pur line for the Social Affairs Council. This will be the

first discussion of the present text at Ministerial level.
The UK will need to repeat its objections of principle
(damage to employment, competence, subsidiarity) and our
detajled points on the text. We will also need to stress
that ocur fundamental ocbjections to this charter do not mean

that we would necessarily oppose any charter; and to press
for an approach based on a short declaratory text;

- further negotiation at Community level. We will want to
resist further discussion in the high level group set up by

i T L e ——
the Presidency to consider the Commission draft. Ideally
there should be a pause for reflection by the Presidency,
during which we can work behind the scenes, including

contacts at political level. The French may well decide to
channel further work into COREPER and the Foreign Affairs
Council, as part of the normal preparations for the
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Strasbourg European Council. This would probably suit us.
But if the Presidency insist on maintaining the high level
group, we shall need to participate to ensure that our side
of the case is heard;

further bilateral negotiation with the French. In the
contacts with Mme Guigou following your discussion with

President Mitterrand at Chequers on 1 September, the French
made clear that they would have to begin by seeing how far
they could get with the Commission draft. If the Council
goes as we aexpect, they should now look seriously at
alternatives, We sghall need to press them to consider a
much shorter, simpler text, and privately to make specific
suggestions for its content. A mnessage from you to
President Mitterrand after the Council, followed up by
contacts with the Elysee, may be the best way to do this.
The precise terms of such an approach would need to be
considered in the light of the Council outcome;

public presentation of UK position. It will be particularly

important to ensure that our casa is put across effectively
to the press and the public in the run-up to Strasbourg.
Mr Fowler's letter of 25 Octcber encloses some useful
material on those elements of the present proposals which
lend themselves to some sort of costing (most colleagues
will not have seen this). For maximum impact at
Straskourg, it may be desirable to save them for use nearer
the time. Since any arguments of EET;-ETEE will come under

intense critical scrutiny, we will in any case need to
sure that they will stand up, and that the Treasury
particular will be able to weigh in heavily behind then.

may be best to consider our presentation strategy
parallel with our more general estrategy following the
Council.
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Conclusions

You may be able to conclude that:

Mr Fowler's proposed line for the 30 October Council is
agreed, subject to the points made in discussion:

he should report back to colleagues after the Council;
consideration will then be given to our strategy from here
te Strasbourg; you may wish to make our wviews clear to
President Mitterrand at an early stage;

supporting material for use in the presentation of our case
should be worked up in consultation with the Treasury and

other departments concerned.

RE.

ROBIN BUTLER
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Eef. AOQOBS/2739

PRIME MINISTER

bingts v AFfai

L. A number of Council meetings have taken place since Cabinet
last met.

Ta The Secretary of State for Education and Scilence and

Mr Jackson attended the Education Council on 6 October. Key
points were:

satisfactory conclusions on cooperation in the education
field, agreed after the United Kingdom secured amendments
ensuring respect for member states' competence, and

requiring proposals to take account of cost and management
efficiency:;

conclusions on a youth card. They make clear that it is

for individual member states to decide on mechanisms for
introducing such a card, which could be based on either
governmental or non-governmental initiative;

- a Commission report on current plans for helping Poland and
Hungary in the training field.

3, The Chanceller of the Excheguer may report on the 9 October
ECOFIN. Mr Lilley represented the United Kingdom. Key points

wEeILes
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broad agreement on the United Kingdom's preferred approach
for abolishing frontier controls for VAT post-1992,

retaining the zero-rating of exports, and avoiding the need
for a VAT 'clearing house'. The United Kingdom's general
position on tax approximation was reserved;

general acceptance by member states of the need for =sarly
agresement on mutual assistance measures to help prevent tax

evasion following the liberalisation of capital movements.
Agreement should be reached at the November ECOFIN, finally
disposing of the French-inspired proposal for a tax on
savings;

approval of an amending letter to the 1990 Budget providing
for the agreed level of assistance to Poland and Hungary.

4. The Secretary of State for Trade and Industry may report on
the 10 October Inte il. Mr Redwood represented
the United Kingdom. Xey points were:

useful progress on sSome aspects of the mperger control
regulation of particular concern to the United Kingdom, eg

the criteria for assessing mergers, and limiting the scope

for exlits from Commission scrutiny to national jurisdiction

while protecting member states' legitimate interests.

Significant differences remain to be resolved on thresholds
{the size of merger at which the Commission's jurisdiction
begins) and how these provisions are to be reviewed after
five years. Presidency still seeking final agreement by
the end of the vyear. United Kingdom's general reserve

maintained;

some discussion of rights of residence for students,
pensionars, etc: Mr Redwood confirmed the United EKingdom's
reservations over Community competence and legal base.
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The Secretary of 8tate for Transport may report on the

Transport Council on 16 October. The main points were:

6.

agreements on ajrcraft noise and road haulage tariffs (both

supported by the United Kingdom) ;

road haulage cabotage, where French attempts to set aside a

compromise put forward by the preceding Presidency and to
press for more limited liberalisation met strong resistance
from most Ministers: the French Presidency will amend its
proposals in a more liberal direction:

general discussion of a Commission communication on

£ ture (no conclusions were reached); on
Commission proposals for measures on ghipping (further work
iz needed); and on Presidency notes on road safety and

railwavs.

The Secretary of State for Trade and Industry may report on

the 17 October EResearch Council, where Mr Hogg represented the
United Kingdom. The key item was the Commission's proposal for a

new framework programme, on which:

Mr Hogg underlined the United Kingdom's view that the
commission's proposal of 7.7 becu is much too high:

the Commission undertook to provide much more technical

detail on the content and aimse of the programme;

following sustained United Kingdom pressure, with Dutch and

Spanish support, provisional agreement was reached on a

clear distinction between decisions on funding up to 1992
which would fall under the present Inter-Institutional
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Agreement (IIA) and those for 1993794 which could only be
indicative at this stage, and would depend on negotiation of
tha next IIA and evaluation of the programma;

T The Minister of Agriculture, Fisheries and Food may report

on the Agriculture Council on 23-24 October:
little progress was made con the main items (revision of the
structural regulations, cereals levy, milk guotas and the

future of wveterinary controls):

on veterinary controls, the Commission insisted on their

proposal that checks should only be made at the origin and
destination of consignments; and not at internal frontiers.
Mr Gcummer continued to argue for checks at the most
appropriate point 1in the transport chain, including
frontiers if necessary;

many member states strongly criticised the Commission for
determining the 1589 cgeregals harvest at 160.5 m. tonnes,
which 1is Jjust enough, under the stabiliser mechanism, to
cause a 3% price cut in 1990.

ler B.

ROBIN BUTLER

25 Ootobar 1989
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PRIME MINISTER

Introduction

__-#r——_
We are to discuss at Cabinet on Thursday morning the current

position on the social charter which will be discussed at tha
Social Affairs Council in Brussels on Monday. \ra
Lh*.r\a—l’.aw

N 2
e ‘i-‘ﬂnx {\Lﬂm A

The EBuropean Commission issoped a druft proposal for a Community
charter of fundamantal rights in April this year. It set out
ten broad nreas fnr Euﬂh_ EEEhtﬂ with an invitation to the
‘Commission to draw up a related action programme. At the Social
Affairs Council in June, “all member states except the UK agreed to
the principle of a charter. At the Madrid summit, Heads of
Government agread discussions should continue, but set some
general principles that should apply. Job creation must be given
tﬂp prinrity, account should be taken of member states”
traditinnﬁ; and the role to be played by chanif;- standards,

national legislation and contractual relations must be clearly
establishad. -
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The French Presidency set up an ad hoc working group of officials
to discuss the text, and this has now concluded its work. F-
revised text for consideration at the BSocial Affairs Council
meeting in Brussels on 30 Octocber is now avnilahla* A summary of
the contents is attached at hnnﬂx A. AB nxpﬂctﬂd the draft
differs only in miEEE_rﬂagacta from the nrig;nﬁl Commission text,

nmtahly in cnnfininq the rights hrnudlr to wnrkara

_— —

.

Difficulties

We have a number of severe difficulties with the charter. First,

some of the proposals are fundamentally unacceptable. They seeak

to regulate the labour market in ways that would hamper

flexibility anﬂ g8low dnwn-jnh creation. They also run counter to

the thrust nf our EE grimma of trade uﬂlmn reform of the last 10
St —

years.

Secondly, it raises issues of competence. The Commission proposal
is not for a legally binding document, but for a declaration.

However, the Law Officers advise that although a declaration is
not in itself legally hinding it may have legal consequences. The

current draft charter c COVEers Bﬂ?aral araag in which competence is

at least debatable. Included among these are matters which are
Central areas of our national policies, such as rights in relation

to pay, :ﬂllEﬂtlvﬂ hargaining, strikes and social protection for

—
workers. There if a serious risk thaE,'if we agreed to a charter,

we would at some stage be said to have removed any doubts as to

—

Community competence in relation to these matters.

CONFIDENTIAL
om0




[ 5
=
"
.

Seepetary of 5oy
far Employmemd

CONFIDENTIAL

Thirdly, we are not content with the scope left for Community
action rElaEI;E to that of member states {the suhgisiﬁritf
principle agreed in the Madrid conclusions). Even if we were
prepared to sign up to some general principles in the
employment field, we would see cobjectives carried forward in

Clearly we cannot accept the current Commission text but we might
consider whether a general, political declaratory text, paying due
regard to subsidiarity, might be worth contemplating. This could
make a clear political statement about competence; acknowledge
Community action in those areas, like health and safety, we have
already agreed; and contain any other action within the scope of
member states’ own custom and practice.

Tactica for the Social Affairs Council
I therefore propose to develop the following line at Brussels:
the revised draft, while an improvement on the original

Commission draft, falls well short of thae kind of
charter Europe needs;

it pays far too 1little heed to the need for job
creation: indeed its requlatory proposals will inhibit
compeatition and destroy jobs:

—

—

it needs to be clearer about the respective roles of
Community and of member states:
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it does not sufficiently respect national differences,
and threatens different national arrangements which have
worked well in member states;

because of this, Heads of Government would be
Lbb ﬁﬂji _fhatter considering a broad declaratory statement

o
r*hJ#

i b}jbfﬁuxf fundamental principles rather than detailed
fi#J provisions;

=
A L el
3ﬁjﬁfﬂJlx mast particularly, we need a clear political statement

of intent that the declaration should not extend the

e

competence of the Community;

ey

the discussion should be taken forward at political
level, preferably through bilaterals betweean the
Presidency and member states, on the basis of the kind
of charter we might contemplate.

Support

I fully expect all other countrie=, if it comes to a decision, to
express their general support for the draft charter. The Germans
are pushing for hiﬁaing minimum standarde in specific areas. They
have backing for the principle from Benelux, Italy, and some from

Spain, all of whom have some reservations on the apé&ifin Araas

B,

Germany wants. Spain have issued their own list of fundamental

righta, and only this week Italy have come up with their &wn

proposals.
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We do have support from some countries however on the competence
issue, and on 5ubﬂidlarltf We can also exploit the unEE;EEIﬁE}
over the Cﬂmmlﬂﬂiﬂﬂ action programme, which will certainly not be
ready by 30 October. However when it comes to it, it is likely

that we shall be in a minority of one.

I am copying this minute +to Cabinet colleagues, the Attorney
General and Sir Robin Butler.

X

NF
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AREAS COVERED BY COMMISSTION CHARTER

1 Right of free movement (this includes equal treatment in pay
etc. for a mationmal of one country working in another).

2 Employment and remuneration (this includes right to ﬂﬁ'dﬂqfnt
wage", and the right to free public employment service). S T

L ==

3 Improvement of conditions of living and working (includes
regulation on wnrklng t;me right to paid holidays, and right to

specification of wurklng Eundltlnnaj

4 Right to social protection (all workers have such a right
depending on the arrangements appropriate to each country).

5 Right to frEEdmm uf association and collective bargaining
(this includes freedam to juln a trade uniun' freedom to neqntlatE*
and conclude collective agreements subject to national legislation
and conditions; encouragemant of dialogua at European level; and
right to strike).

Training (all workers have a right of access to training).

Right to equal treatment between men and women.




B Right to 1nfﬂr@£pinn, consultation and participation of

workers {lnfﬂrmatinn:_ consultation and participation should be

developed within the practices of Member States; certain specific

instances are given).

Right of protection on health and safety at work.

10 Protection of children and adolescents (this includes a
minimom age of employment; equitable pay; regulation of working
time; and training).

11 Elderly persons (within the arrangements applying in each
country, right to adequate resources during retirement).

12 Handicapped persons (all persons who are handicapped should
benefit from measures to help them, including in the transport and
housing areas).

The Charter concludes with a Title II in which the Europaan
Council invites the Commission +to bring forward a programme of
action and appropriate instruments.
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10 DOWNING STREET
LONDON SW1A 2AA

Fram the Private Secrefary

23 october 1989

EC SOCIAL CHARTER

We spoke at the end of last week about the position
reached in the latest Council Working Group meeting and the
handling of internal discussiens in the run up to the
30 October Social Affairs Council which your Secretary of State
will be attending.

I have now been able to consult the Prime Minister about
this. She would like to discuss the issues under the Community
Affairs item at Cablnet next Thursday, 26 October, and
understands that your Secretary of State is planning to
circulate a minute in the next few days on the latest position
reached.

The PFrime Minister alsoc feels that the time has come for
her to write to President Mitterrand recalling their
conversation at Chequers in December about the Social Charter,
and enquiring why the French Presidency are not following the
procedure which she thought had been agreed there. The letter
should then go on to spell ocut in considerable detail exactly
what we are prepared te accept in this field and what we shall
net on any account accept, on the lines which officials have
already put to Madame Guigou. The Prime Minister would find it
helpful to have a draft of this letter by the time of the
Cabinet discussion on Thursday, althcocugh it need not
necessarily be considered there. She feels it will be
necessary to reflect on whether it is better to send it before
or after the meeting of the Social Affairs Council on
30 October.

I am copying this letter to Richard Gozney (Foreign and
Commonwealth Office) and to Sir Robin Butler and David Hadley
(Cabinet Office).

PAUL GRAY

Mrs Liz Smith
Department of Employment

CONFIDENTIAL




10 DOWNING STREET

LONDOMN SWilA 2aA
Fram tie Privaie Secrelary 21 October 1989

IMPORTED MEDICINES

The Prime Minister was grateful for the note on imported
medicines attached to your Secretary of State's letter to the
Foreign Secretary of 16 October. 5She would be grateful to see a
copy of the results of the current enquiry on the discount
recovery scheme and the action that it is proposed to take. She
would alsc be grateful if your Secretary of State could nake a
further report next July on the impact of the EC Directive:

uniess this has had a significant affect, the Prime Minister is
currently minded to think it would then be appropriate to
undertake a fundamental review of the pricing arrangements.

I am copying this letter to the Private Secretaries to
members of OD(E), Jim Gallagher (Scottish C0ffice), Staphen

Williams (Welsh Office), Stephen Leach (Nerthern Ireland Office)
and Trevor Woolley (Cabinet Office).

PAUL GRAY

Andy McKaon, Esq.,
Department of Health.
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EURDOFEAN COMMORITY STRUCTURAL FUNDS

PAUL X

You will by now have seen the correspondence which preceded
Norman Lamont's letter of 16 October to Douglas Hogg (the

first of the series to be copied to the Prime Minigter).

This issue still has a fair way to run, and I doubt it needs
te be put before the Prime Minister yet. But clearly looming

a2

yet another battle on the nature of regional policy;

further grounds (to add to ACOST's) for attacking
EuroFes, Matters are mnot helped by having local
authorities fully involved [and Jjostling for their

own positions) in the discussions.

What alsc emerges very strikingly is the irony of
Conservative Ministers having to deal with a former Labour
Minister who never made any secret of "the more the better!
as his own approach to regional pelicy. Whether Millan's
motive 1s simply Commission-inspired, to force up UK net
regional spending, or more political, to embarrass HMG
through its reluctance to do so (on the Commissign's terms),
[ do not know. But I suspect at least a mixture of such

motives, and so the stakes are high.

Howell Harris Hughes and I will keep close watch as the
DTI does further battle in Brussels. I am sure there will
have to be collective discussion in doe course, with some

difficult options before Ministers.

T Pl

JOHN MILLE
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SOCIAL CHARTER: AD HOC GROUP

1 I attended the final meeting of the Ad Hoc Group on Thursday
and Friday to discuss the Preamble, the final section on
implementation, and the revised Presidency draft on +the BSocial
Charter. The Annex contains a description of the debate, but my
general conclusions are as follows.

2 First, the draft which goes to the GSocial Affairs Council
will be little different from the one discussed in the Ad Hoc
Group. While a number of critical points were made by different
countries (including Ireland, Portugal and of course UK) most of
them can be met by drafting and the Presidency shows no sign of
wigshing to amend the draft in any significant degree.

3 Secondly, this means that the draft will be distant from the
general political statement of social rights which President
Mitterrand suggested he wanted when he met the Prime Minister at
Chequars. The draft will be a mix of statement of fundamental
social rights, and detailed prescriptions many of them specifying
regulation of working time and, by implication, of pay.

4 Thirdly, the draft continues to take insufficient account of
the Madrid conclusions on the importance of job creation, on
differing national practice, and, crucially, on subsidiarity and
the relative responsibilities of member states and the Commission.
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5 Pourthly, it ies wvery unlikely that any other country will
have substantial reservations about the Charter in Brussels on 210
Doctober. If there warea to be a vote, I think it would be aleven
to one., Thera is however one chink of light in this. Germany and
Spain both presented texts which they deseribad as pessible
Annexes to the Charter. In effect they are alternative Charters,
the German text being the list of legally binding minimpum
standards they would wish tec see, and the S5Spanish being a very
brief ten point statement of fundamental social rights. (The
Spanish list (annexed) is rather the lines that we might want to
use as a fall back.) The German text in particular would have

been unacceptable to Portugal and possibly te Greece because of

its anti-competitive nature.

[ The debate in the Ad Hoc Group on how to handle these Annexes
lasted for about two hours and in the end it was decided to leave
the issue up to Ministers on 30 October. The specific guestion
which Ministers seem likely to be asked is whether the Council
should ask the Commission to bring forward a programme of legally
binding minimum standards; if so should this be in detail or under
broad headings: and if the latter what rights should be included.
If this question is asked, the debate in the Working Group
suggests a tangled and divisive discussion.

7 In this context it is relevant that Germany is convening an
official meeting with Italy, Belgium, Luxembourg and Netherlands
today to co-ordinate tactice. The intention will clearly be to
present a common front on the need for legally binding minimum
standards. We sghall ascertain through our normal sources the

outcome of this meeting.
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Two other points

during the meeting I referred te¢ my letter and emphasised
that we were taking a constructive approach, and that our
disagresment was with the Commission text: we had never said
we would never accept any Charter;

the Commission action programme is expected "by the end of

November". A number of countries emphasised that it was

vital to their view of the Charter that the action programme
be available.

G L REID
Ext: 5824 231 October 1989

CUlE 18-T7




PREAMBLE

1 The discussion on the premable was very brisk. The first 10
recitals were covered within a few minutes, with the UK suggested
revisions being swept aside. Few other countries spoke. On
recital 11, which contains the Treaty provisions, Gearmany
suggested an amendment specifically referring to Article 100A
Paragraph 2 which 1limits the extension of gualified majority
voting to the general area of the Charter. This was further
amended in discussion at the end of the meeting, and we shall be
considering the revised wording. A reference to competence is
also included in thie recital rather than in a separate recital as

we suggested.

2 There were a few amendments to the remaining recitals, but
nothing of much =ignificance. A revised French text was
circulated at the end of the meeting and we are currently locking

at it. In general, though, the Preamble does not sufficiently

take account of the Madrid conclusions nor is the issue of
competence given the importance it deserves.

TITLE IT Implementation

i This was a long and complex discussion which covered some
central issues and exposed views of individual countries. It
began with a general debate about the whole of Title II, sparked
off by a4 UK request that subsidiarity and the rcole of the member
states should be given more prominence in the implementation
Articles. GSpain agreed and said there was not enough on the
Madrid and Luxembourg conclusions. We must indicate clearly the
respective roles to be played by the Community and member states,
Spain’s view of the Charter as a whole would influence their view




of Title II. It was almost impossible to know whether am Article
was acceptable until the method of implementation were known.
Portugal agreed, and [ suggested that the suggeation of
guaranteeing social rights was very difficult.

4 Denmark asked whether the action programme referred to would
be a8 Commission action programme or an action programme approved
by the Council. The Commission s8aid it would be a Commission
programme not necessarily discussed with the Council: there would

be mno Council decision. Heads of State would have enough
information to know what the Commission intended by the time of
their discussion - on Decembar 8, and the action programme would
emphasise what was a Community initiative and what was for member
states. Germany expressed surprise that the Commission did not
intend to discuss the action programme with the Council even
informally. This was why Germany did not want to give the
Commission a general remit: this was given by the Treaty and not
the Council. I asked whether Germany would wish to deletea most of
Title II. The answer was it would not, but wanted eclear political
guidelines to be given.

5 at this stage the Chairman summed up. We had tec decide how
the responsibility of Member States to implement +the Charter
should be expressed. Should the mandate of the Commission be
clarified by the Council asking the Commission to produce texts of
some kind where the Commission felt that Community action was
called for.

[ We then discussed Article 30. Denmark said more than a

reference to subsidiarity was needed. The key issue was a
Commisgion and the national level and the relative rules of
legislation and collective agreements. UK agreed with this, and
emphasised the need to highlight national practice and how the
mechanisms of implementation would work: al=o resources.

Netherlands questioned the "all resources necessary” as being

vague and imprecise and suggested "to the extent possible’.




@

Germany supported this thought, saying that Member States should
decide on the fundes. The Commission generally agreed. A new text

will be produced.

7 Article 31 provoked most discussion, linked with the two
tabled proposals from Germany (legally binding minimum rights) and
Spain (fundamental social rights) .

g In a long and rambling contribution Germany argued that we
should agree now on what righta should be legally binding and at
what level. Spain was in favour of an annex spelling out rights,
distinguishing between basic righte and secondary ones, and
national and community rights. They could not support Article 11
at the moment because of its fallure to make the distinctions they
thought important. Portugal agreed with BSpain, stressing the
primacy of Member States and the principle of subsidiarity. The
Commission *was secondary to Member States". I agreed with this
and pointed out the practical difficulties of annexing what were
effectively two alternative Charters to the text  already
discussed. Denmark was not Iin favour of an annex, while Italy
felt that without an annex the Charter was only symbolic. The
German proposal went beyond the premises already agres, but we
must know what the Commission will do: an Annex would make this

concrete. Belgium agreed than an Annex would be useful.

9 At this stage the Chairman suggested that the Council should
ask the Commission to bring forward proposals in particular areas.
This resulted in a long discussion of whether a Council action
programme was right and proper. Ireland raised the issue of
subsidiarity; Netherlands agreed that an Annex suggesting types of
action which could be taken at Commission level was desirable;
France disagreed saying that an Annex would change the nature of

the exercise and be divisive; Germany disagreed with this, saying
that their proposal simply tried to define competence and that
their list could be allied with that of Spain; and T asked for a
much clear definition of what kind of Annex we might we talking
about and that the issues of subsidiarity and competence were
paramount.




10 The Chairman again summed up suggesting that a majority were
in favour of an Annex which would not fundamentally affect the
Charter, but that it was a choice from Ministers. He suggested
that the Annex should be conly few headings on which the Council
should ask the Commission to make proposals. Germany said it
could not only be headings but should be about legally-binding
minima. Denmark very helpfully compared the pay provisions in the
Charter, the Spanish and the German proposals and pointed out the
great confusion we were in. Spain again asked that Title II
should clearly say what the subject of Commiesion instruments
would be. The Commission pointed out the need to reviee Article
31 because the timing was wrong. The action programme would come
in Hovembar and would take account of the principle of
subsidiarity. It would make proposals in many areas but only on
the basise of especifics could countries decide what to do. The
action programme would be for three years, and many areas in the
Spanish and Garman proposals were currently outside competence.

11 The Chairman again summed up suggesting that Article 31 might
propose to the Council that they should ask the Commission to
bring forward proposals. This ecould be an Annex. It wWwas not

poasible for us at the moment to draw up a list of points.
Germany proposed that Article 31 should reguire minimum binding
rights, which was wanted by the workers. I axpressed our

fundamental opposition on grounds of principle and competence, and
also msaid it was unnecessary given the action Frogramme .
Portugal, MNetherlands, and Italy agreed with Germany; Fortugal,
Denmark and Ireland agreed with us. Subsequently Belgium also
fell in with the German view.

12 At this stage the Chairman suggested that the discussion had
got to a key point but that it could not go further than earlier
discussion. It was for Ministers.




Revised Presidency Draft

13 I shall summarise wvery briefly the main points under each

broad heading.

Right to Freedom of Movement

14 Portugal asked that the reference to public works should be
deleted and made a long statement on the inequity of articles 3
and 5 which are those designed to prevent "social dumping® or, as
Portugal would have it, effective competition. Spain agreed and
suggested the deletion of 3 and 5. I agreed with them.

Employment and Remuneration

15 Ireland had no difficulty with the principle but considerable
problem with the practice given +the lack of statutory minimum
wage. I agreed on this, and emphasised the competence point.
Several countries asked that the reference to families should be
taken out in the sub-clause on “a decent wage" and this will
probably happen. The Chairman alsc noted that several countries
had difficulties with "assured®” or “guaranteed"’.

Improvement of Living and Working Conditions

16 1 said we had fundamental problems with all three articles
which were regulatory and did not respect national differences.
Ireland had some problems, but other countries wanted more

refarences in the regulatory sections, to night work and seasonal

work.

Right to Social Protection

17 Spain found this very difficult, largely because it had to
raspect individual differences. I made the point that individual
countries impcsed conditions on receipt of social benefits which

had to be respected.




Right to "Trade Union Freedom" and Collective Bargaining

18 I outlined our  fundamental problems, including the
objectionable title (the Chairman's response was that trade union
freedoms were the same as worker freedoms, a point which I
disputed). Germany agreed on the title as did Ireland which also

did not want to see problems with existing agreed and satisfactory
proceduras.

"Right™ to Vocational Training

19 Ireland suggested changing the title to "Access": I agreed.
Some wording changes were suggested to make the article less

prescriptive. There was a long debate, mainly between Spain and

Belgium, about whether the criginal article 1B on university entry
should be restored.

Bgqual Treatment

20 in
paid and unpaid work. Others found this cbscure, as did the Greek
delegate himself. I asked for a clarification on subsidiarity, to
avoid Community action in the context of eaducation and
remuneration, but I doubt whether it will be included.

Information, Consultation and Participation

21 Worrying points were suggested here by Ireland and UK to
ansure that "encouraged" is restored.

Health and Safety

22 Ireland gqueried "optimum" and Portugal and UK support it.
There is a question whether the wording of this article follows
the framework directive sufficiently precisely, and this is being
checked.




Protection of Children and Adolescence

23 Spain wanted a maximum duration of work for young people, and
also a prohibition on overtime. Spain appears to feel this is a
fundamental right. I said that the requlatory nature of these
paragraphs was unacceptable to us, and would adversely affect the

employment of young people.

Eldaerly Persons

24 I suggested deleting article 27, but the Chairman said the

draft reflected an earlier compromige.

25 Further drafting comments are being sent to the Presidency
today reflecting our further views on the revised text.




o The choics ind practice

TOVEmENt of uarkers in all
the Hagis of tatal =quality &f S“reatment in
Sk Becess tooemplaoyment, =85 the cenditions and
requerisents oT oha, o protecEion and t& the sosisl

gervices of the country of residence.

The right to health and security at work.

The right te freedom of association and representation of
workers in  their company and to action and collecziv

bargaining at every Community level.

The right of workera and employera to falr wageg, =5 have
tap limits fixed and duly respescted in connestion with thais

hours of work as wall as with the rest psriods.

Workers alsc have the right =& sse Ccheir ceonditions aof
employment imcluded in their contracts 30 a3 =0 Zuarantes
that there will be ne kind af disceimination and that =he

Law and the pollectie negociation will be megpectad.

S.The right of workers and smployara =& lsgal eaffesctive
protection when exercising thelr rights and their genuine

interesta.

6. Tha right of workers to be coversd by the Soclal Security,

wich includes sconmi-benefrits, nealth assistance and social
seprvices en case of illness,maternicy, od age anc
invalidity; to social protection in case of unemployment; t2
benefits from the fres employment sServices as well a3
orientation and professicnal rehabilitation and aid in case

of necegsity due to a lack of Locome.

The right to education and to fes compulsory trining at its
initial stage and to professional re-training, especially
for YOunger WOCKErs im such conkingsncies as

un=ecplecyment,re=atructuring and technical zhanges.




B, The right o equal =ffective

<Omen .

3. The right af informatian, advice, and workars

participatior.

1. The right of people who are socially diseriminated Secause
they belong to certain groups of population or kave real
dificulties to have access to active Lifs =as in the case of

the handicapped=- to benefit from positive measures,

specially edopted to counter-ackt their social disadvantages.
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EC SOCIAL CHARTER

Tha Prime Minister has read yoor minote of 20 October. She
has two thoughts:-

given that the diary is wvery crowded, she would be ready
deal with the subject under Commuriity Affairs at Cabinet
Thursday rather than have a separate meeting. We would
any cage need to have 7 or 8 Cabinet Ministers represented
any meeting;

= she thinks the time has come for her to write to President
Mitterrand, recalling their conversation at Cheguers in December
about the Social Charter, and enguiring why the French Presidency
are not following the proceduare which she thought had been
agreed there. The letter should then go on to spell out in
considerable detail exactly what we are prepared to accept

in this field and what we shall net on any account accept,

on the lines which officials have already put to Madame Guigou.
[t would be helpful to have a draft of this letter by tha time
of the Cabinet discussion on Thursday although it need not
necessarily be considered there. But we shall need to reflect
on whether it iz better to send it before or after the mesting

of the Social Affairs Council on 30 October.

SR

{C. D. POWELL)
23 Detoher 1989
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IMPORTED MEDICIHES

1, The general position on im§nrts of gharmgggu;iggls is that the
value of imports is substantially exceeded by expprts. In 1988

thers wag § positive trade balance ﬂ?-THEﬁ_ﬁTTTTgi, which is
expected to exceed £900 million in the current year. Imported
medicines include both those ready for use and pharmaceutical raw
materials used in medicines manufacture in the UK for the home and
export markets.

2. The Prime Minister's concern related to a particular section of
the market, known as parallel imports, where some branded medicines
which meet our statutory requiremehts as to safety, efficacy and
gquality are imported from EC countries which have cheaper prices for
those particular medicines than currently prevail in the UK.

3. For many years we have operated a discount recovery scheme, to
ensure that the NHS enjoys the benefit of the discounts retail
pharmacies obtain from wholesalers and other suppliers. Recovery iz
effected by deducting a set percentage, which varies according to
the value of a pharmacy s dispensing, from the amount paid to
pharmacies for the medicines they dispense. That approach
encourages individual pharmacies to seek better discounts, thus
building an element of competition into the distributicn chain. The
levels of discount available to pharmacies are established through
periodic inguiries. Currently the recovery scale is based on an
inguiry undertaken in 1986; a further inguiry is being undertaken
this year.™ — =R

4. These arrangements catch discounts resulting from parallel
imports as well as those occuring in normal domestic trading. Thus
The KHS doed, as far as possible, TECovar Ehe savings achieved
through parallel importing. Furthermore, we have taken steps in our
licensing arrangements to facilitate the entry of parallel importe
medicines of an acceptable giality, thus introducing some

competition, from which the NHS benefits, in a market from which
competition is otherwise largely absent.

%. The trade does depend, as the Prime Minister has said, on
differencfes in national price lavels, There is a wide range of
medicine price control arrangements in the wvarious EC Member States,
reflecting @Tffefent systems of health care delivery, different
national arrangements for reimbursing patients for some or all of
the cost of their medicines, and different historical attitudes to
acceptance of patent rights. The newer Member States are being
reguired to accept patent rights by the end of 1992 as part of their
terms of accession. As a first specific step in bringing medicine
prices more clesely into line as part of the Single Market
programme, a directive has been adopted which sets basic ground
rules for the wvarious methods of price control an requires greater

Eransparency Iim the Bpplication GF those methods. A consultative
“ommittee is now being established to take this work forward. We
=hall gseek through that mechapism to pursue our general policy of
putting downward pressure on the size of the drugs bill, to the
henefit of the NHS and the patient, while recognizing the need to
achieve a reasonable balance between the interests of the Service
and those of the pharmaceutical industry.







'.' PRIME MINISTER

IMPORTED MEDICINES

Following advice from the Policy Unit you asked Kenneth Clarke to
prepare a note on the variable prices of medicines in different
EC cnggt;}cs, the associated trqﬂe in parallel imports and the

{mplicatinns for NHS costs. T

== —

This note is now avallable, at Flag A. Its keys points are:

- exports of pharmaceuticals still substantially exceed

R ——— i x

imports. i
_—"'_'_1‘

the WHS does get some benefit from the lower costs of
parallel imports. But a new enguiry is under wa;’tn

consider whether the formula for NHS recovery needs

changing. -
st |

the trade in parallel imports will be affected, and
probably reduced, by the prngressivg_impléﬁéntaticn of

an EC transparancy directive.

The Pelicy Unit have provided commente at Flag B. They regard
the steps to which Ken Clarke draws attention as useful in the
ehort-term, but probably not going far_Enaugh. Thay recommand
that vou should:

= ask to see the results of the enquiry on the discount
et et

recovery scheme and the proposed action.

e —— = e ————

— -

ask for a report back by next summer on the impact of
the EC QLIEQ;&EE, and raise the possibility that it
might have to be necessary to conduct a fundamental
reviaw of pricing.

1) Content simply to note the DoH report at Flag A7

or "t =

ii) Do you want to comment in the terms recommended by the
7 Policy Unit? N e

fabluia Al e by Mﬁ(
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PRIME MINISTER ﬁfL

EC SOCIAl CHARTER

The Council Working Group has been meeting in Brussels yesterday
and today. I have not been able to obtain this Evé;Ihg a
datalled rEpnrt of prncaadlngs. But I gather that the meeting
did nut go terrlhly HEll, particularly today, when the UK was

more or less alone in arguing for changes toc the latest
EggsinEEE_gzgft. (That draft was itself little different from
tﬂé-aummissiunfs original.) Quite what the French are up to is
not clear, but there is a strong suspicion that they are working
hard to get the 11 lined up against the UK rather than following
the approach Mitterrand discussed with you at Chequers.

The next key development is a meeting of the Social Affairs
Council on Monday 30 October which Norman Fowler will be
attending. I have agreed with his office that, in the light of
davelopments at today's meeting and following further inter-
departmental diacussiuns, he will put a minute te you next

R ——

- e

meetlhg.

e
e

¥You will want to consider handling before the Counecil. The diary
——

for next Thursday and Friday is already very crowded. One
—.______.-_—-_,—l—-
possibility would be to have a discussion under Community Affairs
= —

at Ccabinet on Thursday. Alternatively, you may prefer us to try
to find time for a separate meeting, either bilaterally with

Norman Fowler or a small group of colleagues.

i) Do you want to await Norman Fowler's minute on your
return before deciding the handling of discussions next

weak?

e BT

\€9\15
<

or

ii) Do you want us now to set up a separate meeting for
Thursday/Friday? If so, who would you like to attend?

i 3%

PAUL GRAY
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PRIME MINISTER '8 Detohes 1959

IMPORTED MEDICINE

There 18 a fundamental problem in medicine pricing throughout

Burcpe. Each member state applies a different pricing policy
Ezﬁdlnq to horrendous distortions of trade. S50 called 'parallel
importing' has grown dramatically in recent years owing to

the import of lower-priced medicines into the UK from other

EC countries {(examples are attached). Trade is determined
by differential Government pricing policies; not by relative

—

production efficiancy.

SLL AR _—

—

Kenneth Clarke's proposal may have some impact in the short-
term by ensuring that the NHS receives more of the benefit

of lower import prices. But this measure will not seriocusly

address the fundam&%tal problem.

The EEC transparency directive may have some marginal impact
e ——

by reguiring each member state to be more transparsnt when
i

operating their various methods of price control. But if

this directive fails to bite - which is a distinct possibility
oz

- parallel importing will continue to grow and the NHS will

—_—

not benefit fElly from lower prices,

- —— —_ E——— e

Kenneth Clarke will then have to conduct a fundamental review

ol pricing.

Discount Recovery Scheme

Each pharmacy is charged 0.33 per cent of ite total turnover
—_— = T T s — - — —m
by the NHS to clawback some of the benefit of lower priced

e S—

i
lmports.
e




There is no doubt that this clawback is far too low. The pharma=
ceatical industry estimates that parallel imports amount to

an -aggregate of £300 million a year. This accounts for some

15 per cent of the NHS bill for prescriptions in the UK, an

increase of 40 per oent over the estimated 1987 E}gure, Of +

=

this, at least £&0 million is estimated to represent a profit P?

margin for the importers and the pharmacists. Currently, the

MHS receives only £6 million as A clawback (10%).

An enguiry is now being undertaken by tho Department of Health

to detaermine whether the elawback should be ineresased,

e

Thiz 13 a good first step.: But this blunt instrument is not

a long-term sclution.

EEC '"transparency' directive

inder this neéw directiwve, each member state will be regquired

to publish clearly the criteria behind its pricing policy on

medicine. Thigs development will not lead to instant harmonisation

N — s—p

of pricing policies acrass Europe. But it may encourage some

; - - I

member states to re-evaluate their own pricing pelicies; whaere
i T 1

they differ gignificantly from the European norm.

— —— — = —

CONCLUSIONS AND RECOMMENDATIONS

Eenneth Clarke's strategy 15 & good one in the shert-term.

We will need to ensure that tE;dEI;;;;nt rﬁ¢gé;;}q5ch&me isg
uplifted to & more realistic level as scon as possible,. Otherwise;
the NHS will not benefit from the considerable increase in

parallel imports.




Recommendation

Ask for a copy of the results of the current inguiry on
e /
the discount recovery scheme and the proposed action to

— - — _

ke taken.

At best, the discount recovery scheme should only be viewed
a5 a stop-gap. Fundamental change is essential. If the
EEC transparency directive has no real inpact, Eenneth Clarkes

will need to conduct a fundamental review.

Reuummendatiqn

Kenneth Clarke should be asked to report back next July

on the impact of the EEC directive. If there is no measurable

impact, EKenneth Clarke should be asked to conduct a fundamental

review of pricing. i i —
—

R

——

-
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CONFIDENTIAL

PAUL GRAY 19 October 138%

SOCTAL CHARTER

Things are hotting up, and some initial decisions, at least

on tactice, will be needed mext week.

The French have now issued a revised Presidency draft. This
is attached. It makes come nods in our direction but is still
wholly based on the Commigsicn's draft which John Major
denounced at Blackpool. Ho-one has much confidence at the

moment that we would be able, from now, to make substantial

changes te it before Strasbourg.

This new draft is being discussed in a Counecil working group
today and tomorrow. It will then be tabled, probably unchanged,
at a Social Affairs Council on Monday 30 October. Worman Powler

will represent the UK.

It seems essential to make time next week for discussion among
the Ministers mainly concerned. The Prime Minister, we think,
really needs to be involved in this. How Norman Fowler performs
at Luxembourg — and how he is perceived by others — will impact
directly on fthe Prime Minister's own room for manoenvre at

dtrasbourg six weeks later.

¥ou may therafore care €0 discuss with NWorman Fowler how to
handle thig next waek. So far neothing is arranged except an

informal official level discussion next Tuesday (chaired by

David Hadley) and an apparent intention (no firmer than that)

on Norman Fowler's part to raise it at Cabinet.

Given the need for agreement of some kind by the end of the

week, this leaves me a bit worried. 'We ought to have a note

CONFIDENTIAL
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from Worman Fowler on Monday or Tuesday at latest as the ba=zis
for decision later in the weck on exactly what line and tactics
he should follow. This would reflect the outcome of today

and tomorrow's discussions in Brussels.

And it would help Department of Employment to get its thinking
Clear. They are plaving a stralght bat in the discussion -~

a constructive but critical approach to the texts under a
general reserve = pbut both Andrew Dunlop and I feel they are
floundering in the political dimension arnd locking for a lead
from the Prime Minister marching orders may even be a more
accurate deascription. This will bhe the hardest issue for the
Frime Minister at Etrasbourqg and we cannot afford the

possibility of her being ill-served by indecision.

To complete the picture you may care to glance at the attached
letter Just in from UEKREF which indicates how the offigial
digcussion is mowving. There are alsc now numercus telegrams
reporting what seems to be a fairly intensive French campaign
to win hearts and minds to their scheme of things and to show
that the UK 1is 1indeed i1iscolated. All in all the omens lock
very difficult, unless we can get others to make £fairly

significant climb-downs as the price for '"unity'.

F L

"
St PV

JOHN MILLS
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FUNDAMENTAL SOCLAL RIGHTE

RIGHT TO FREEDOM OF MOVEMENT

Evary worker in the European Community shall have the right to freedom pf
movement throughout the territory of the Community, subject to restrictions
Justified on grounds of public order, publiec safeiy or public health.

. The right to freedom of movement shall enable eny worker to engage in ahy
pooupation or profesgsion in the Community on the Bame Lerms s those
applied to nationals of the host country, subJect to the provisions of
COmmunLty low,

The right to freedom of movemsnt shall imply that every worker carrying out
a job in enother Member S5tate, particularly in conneotion wWith the awartd of
public conmtracts shall be antitled to egqual traatment with workers of the
host oountry as regerds working conditioms and gocial protection. |

The right of freedom of movement shall mlso imply:

Harmonization of conditions of residence in all Member States,
particularly those cencerning femily reunilficatlon:

Elimingation of obstacles arising from the non-recognltion of d:'F]EmEli-' or
equivalent occupaticnal gualifications; |

. Improvement of the living and werking conditions of frontier workers.!

EN 3175/1/B% (50C) che/FR/ep
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Racourse to pubcontrscting in the context of the f{resdom to provide
Eervioee cannot, when it leads & worker In one Member S:iate to perform work
in another Member State, be an obstacle fo the principle of eguel treaktment
with workers of the host country

EMPLOYMENT AND REWUNERATION

Every individual shall be free to choose and engage in an occupation
according to the regulations governing sach cocoupation

All employment shall be fairly remunersted,
Te this effect, in accordence with arrangements applying in each countfy:

a decent wape shall be established, i.e. & wage sufficient to ensutela
decent standerd of living for both workers and their families: :

workers sublect 1o terms of empleyment other than an open=ended Eu11-1-nu
contract &hell be agsured of an equitable refersnce wage:

woges may be withheld, seized or transferped only in accordance withi
national law; such provisions should entail measures enabling the waorker
concerned to continue to enjoy the necessary means of subsistence fof
himsell end has family,

&, Every individusl must be able to have access to public placemant earvides
free nf charge.

SN 3175/1/89 (EOC) nhEJPﬂf&p
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IMPROVEMENT OF LIVING AND WORKIMG CONDITIONS

The development of a Eurcpeen labour market must lead to 8n improveéement im
the living and working conditions of workers in the European Comsunity,
Thie process must result from &n approximation of these conditions whille
the improvement is being maintained, as regarde in particular the duration
and organization of workieng time and forms of emplovment other than
cpen-ended contracts, such as fixed-term contracts, part-time working End
temporary wWork.

The improvement must cover, where necessary, the development of cercaih
aspects of employment reguletions such a8 procedures for collective
redundancies and those regarding bankrupicies.

Every workar in the Eurcpesn Community shall, inh accerdances with natiohal
practices, have & right to a weekly rest perfod and to annual paid leave,
the duration of which must be progressively harmonized,

The conditions of employment of every worker in the European Community

ghell be stipulated in laws, a collectlve sgreement orf & contract of
employment , according to ArrENgemenis applying 1n each coumtry,

RIGHT TO SOCIAL PROTECTLON

According to the arrangements applylng Ln eaech country

Every worker in the Evropean Community shall have & right to adequate kocial
protection and shall, whatever his status and whatever the size of the
undertaking in which he is employed, enjoy an adequate level of sociall
securlily benefits.

Perzons who have been unable elther to enter ar re-enter the labour market
and have no means of subsistence must be able to recaive gufficiant rekources
énd appropriate &oCiBl &EElElance. |

SN 3175/1/89% (5OC) " che/PBlep
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RIGHT TO TRADE UNION FREEDOM
AND COLLECTIVE BARGAINING

Emplover: and workers in the European Community shall have the right of

asgociation in arder to constitute professleonal orgenlizetions or trade junlons
of thelr choice for the defence of thelr economic and sooial interests.

Every emplover and every worker shell have the right freely to Join sugh
orgernizations and to waive suoh rights without any pergonal or cocupational
damage belng thereby suffered by him.

Emplovers or employers' organizations on the one hand and workers' ;
organizations on the other, shall have the right to negotiate snd conclude
collective apresments under the conditions laid down by national leagisliation
and practice.

The dinlogue between the two sides of Industry at European level which must
be developed may, if the parties deeém 1t degirgble, result in contractual
relations in particular &t intercecupationhal and sectoral level.

The right to resort to collective action in the event of A conflict of
intsregts shall fnelude the right to strike, subjedct to the obligationd
arising under national legislatlon angd colleqtive apreements.

In order to facilitate the settlement of dndustrial disputes ths
gstablighment and utilization of concilistien, mediatlieon and aroitratier
procedures should be encouraged in accordance with national practice

The lawg of the Member States shall derermine to what extent the rights

provided for in Artid<les 13 ta 15 apply to the armed forces, the police and
the civil service.

SK 3175/1/89 |8S0C) che/PB/ep EN




RIGHT TO VOCATIONAL TRAINING

Every Buropean Community worker must be able to have access to continuing.
voocatlonal training and te undergo such training throughout his warking life,

The public authorities, undertzkings or the twe sjdes of industry, cach
within their own gphere of competance, shall ser up tahtinuing BEnd peErmanent
training systems enabling every citizen to underge retraining more especially
through leave for tralning purposes, improve his skille or acguire new
akills, particularly in the light of technical developments.

RIGHT OF MEN AND WOMEN
TO EQUAL TREATMENT

Equal treatment for men &nd women must be assured. Equal eppartunities for
men and women must be developed.

Ta this end, action should be Intensified te ensure the implamentation of the
principle -of eaquality between men and women ag regards in particular access
to employment, remuneration, social protestion, educatfien, vocetional
training anod career development.

Measures should alac be developed, enabling these concerned 1o reconcile
their cecupational &nd family obligations more sasily.

RIGHT OF WORKERS TO INFORMATION CONSULTATION
AND PARTICIPATICN

Information, consultation and participation for workers must be assured slang
appropriate lines takinpg account of the practices in force in the vardeus

Mamber SLELey.

This shall apply especially in companies or groups of companies having
eitablishmente or companies in several Member States of the Eursapean

Community.

=
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20. Arrangements to this end must be implemented in due time. particularly in the

. following cases !

when technological changes which, from the point of view of working

conditions and work organization, have-major Implicatione for the warkforce
gre introduced into undertakings;

in connection with restructuring operations in undertekings or in cages of
mergers having an impact on the employment of workers)

in case of cellective redundancy proceduras;

when transfrontier workers are affected by employment policies pursusd by
ithe undertaking where they sre emploved,

RIGHT TO HEALTH PROTECTICN AND SAFETY
AT THE WORKPLACE

Every worker must epjoy cptimusm health and safety conditions in nis werking
Environment. Appropriete megsures must be taken in order to achieve TErther
harmonizstion of conditicns in this area while mBintaining the improvemenis
miads

These measures shall take sccount ln particular, of the need for the
treining, information, consultation and balanced participation of workers me
regards the risks incurred and the steps taken to eliminate oF reduce than.

The provisions regarding implementation of the Internal Marke: shall help to
enEurs such protection

PROTECTION OF CHILDREN AND ADOLESCENTS

Vithout prejudice to such rules as may be more favourable to youmg people, in
particular those ensuring their preparatich for work through vosaticnal
training, and subject to derogations limited to certein light work, the
minimum employment apge must not be lower than the minimum aschool-leevipg age
ahd, in any case, not lower than 15 years,

Young people who are in gainful employment must receive eguitszhle
remunerat1on.

SN 3175/1/69 (50C) che/PB/ep EN




Appropriate mesasures must be taken te adjust labour regulstions applicable 1o
young workers &0 that their specific development and vocational training
needs Bre met

The duratlion of work must, in particular: be limited Bad night work
prohibited in the case of workers of under eighteen years of age, save In 1he
cage of certaln jobs laid down in national legislation or regulations,

Following the end of compulscry education, young people must be ehtitled to
receive initial vocational training of & sufficlent duration to enable|them
to adapt to the requirements of their future waorking life; for young warkers,
such training must teke plece during working houre.

ELDERLY PERSONS

pocording to the arrangements applying im each country:

Every worksr in the Europeepn Compunity must, Bt the time of retiremént; be
abile to enjoy resources gffording him Oor her a decent etandard of LiVIAg

Any person who has reachsd retirement age but wno 15 not entitled toa
percsion orf who does npot heve other means of subsistence must be centitled to
gufficlent resotrces and to medizal and social aszistances gpecifieally’suited
te hia neads

DISAELED PERSONS

All disabled persons, whatever the origin and nature of thelr disablement,
must be entitled to additional concrete measures asimed &t improving théir
social and profeseicnal integration.

These messures must concernh, in parcicular, according to the oapaciticd of
the bepeficiaries. vocational training, ergonomics, acoessibility, mobility,
means of transport end housing

SN 3175/1/89 (S0C) ehe/ PR/ ep
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Aond-Point Robert Schuman & 1040 Brussels
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Four relerercs
Mr G Reid
Department of Employment Our refarence
Caxton House : 228/12
Tothill Street Cata
London SW1H SNF 17 Octobear 1989
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SOCTAL CHARTER AND ACTION PROGRAMME

l. At his request I had lunch today with Patrick Venturini who
is responsible for social affairs in the Delars cabinet. He and
I have already discussed the charter ete at length, most recently
at the beginning of August when Ruth La Guen was here.

2. Venturini basically wanted to find out how the UK attitude
had evolved. His impression was that the UK was now in effect
not prepared to accept a charter (an impression which was also
prevalent when Soisson spoke to the EP social affairs committee
this morning - I am reporting that meeting separately). I =aid
it was by no means the case that the UK had excluded all
possibility of agreeing to a charter. Our position was clear.

We were not ‘demandeur’ for a charter which risked being a
distraction from the overriding priority of creating jobs. But
we were willing to try to reach an agreement. We could not agrea
to anything like the Papandreou draft. It was a pity the second
version differed so little from the first. Papandreou had
painted herself into a corner with her first draft. She caould
not afford to be seen by the EP and her comrades to be retreating
from that cpening stance,

3. Venturini asked what sort of charter we could sign up to. I
said we could accept only a more general text, without the detail
which clutters up the Papandreocu draft. There would have to

be more safequards and qualifications and some points would have
to be entirely omitted. Venturini commented that it was
difficult to combine fundamental rights with a series of
exclusions and qualifications.




4. Venturini asked for my views on the action programme. I =aid
it was essential we see this well bafore the European Council.
The action programme would be the test of the Commissicn’s
commitment to ‘subsidiarity’. If the programme were modest and
sensible, it would undoubtedly help us to accept the charter.

If, on the other hand, it was packed with items we did not
consider appropriate for action at the Community level, it would
obviously have the oppousite effect. Venturini took the point and
repeated what he had previously told me about the action
programme containing proposals for recommendations as well as
legislation. He said the topics were still net clear. The ETUC
had not made any concrete proposals. He was convinced that
something was needed to reguire censultatien of workers in
advance of cross-border dismissals (the problem arcse when
Michelin closed a plant in Belgium without warning). He also
mentioned repeated fixed-term contracts, ‘atypical’ work
(temporary, part-time etc) and his desire to amend the collective
redundancies directive. I said most of this would be difficult
for the UK and went over again our case that part-time work is
not second rate work. I hoped I would be able to offar him some
British ideas on what might be included. He would welcome this.

5. Reverting to the charter Venturini said the reports
ceirculating of your meeting with Mme Guigou et al suggested that
the UK thought approximately a third of the charter should be
deleted, a third was negotiable and a third ecould be accepted
more or less unchanged. I said the categories were correct but
the proporticns were probably not so simple. Venturini claimed
this was being interpreted as effectively rejecting the charter.
I emphasised that this was not the intentien. For the UK
government there would be a political price beoth for accepting
and rejecting the charter. It was still not clear which would be
greater. Soisson had said to the EP this morning that he wanted
a charter agreed unanimously, but not at any price. The UK’s
position, approaching it from the opposite direction, was exactly
the same. We would like to agree, but not at any price. We
needed to find out whether there was & mutually acceptable price.

&. Finally Venturini asked me about Dutheillet de Lamothe’s
handling of the ad hoc group. I said I had been at only one
meeting and there de Lamothe had largely let dealegations talk and
then summed up in term= that recorded the consensus or majority
view, without reaching any decisions. It remained teo be seen
whether he could make real progress. We had yet to see his




revised text. He did not really have the time to take things
forward. It was not clear whether there would be agreement by
30 October even among 11 Member States. Several still had
problems.

7. I agreed with Venturini that we should meet again next week
to see where things stoocd, and for me te pass on any ideas on the
action programme,

8. I conclude from this episode that Venturini had two main
objectives: to test the current UK position and te get an
‘independent’ view on how the ad hoc group was progressing. I
think he has gone away with the message that it is worth making
an effort to try to accommodate us. In order to reinforce that
message I reminded him that when we had talked in July I put the
chances of the UK accepting the charter at no more than 50/50.
Following recent events, I thought the probability higher._ﬁh

s
K.
9. I am sending coples of this letter to Mr Kerr (FC0),
Mr Hadley (Cabinet Office), Mr Mills (No.10), Mr white (DSS),
Mrs Le Guen and Mr Cappella (both DE) as well as teo colleaques

here.
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EUROCHEM

Dear PFharmacist

You are no doubt already aware of the savings to be made by purchasing DoH Licenced
Eranded Pharmaceuticals. —

But are you aware of the extra benefits available when purchasing from Eurochemn?
Probably not. _— -

50 as an introduction, we'd like to offer you the opportunity to ‘take a real holiday’
anywhere in the world — the choice is yours.

Simply place a trial order with Eurochem for your Imported Medicines and Generics,
and start collecting your free holiday vouchers. They are worth tetWeen £20 and E200.

The accompanying leaflet and the conditions on the back of this letter give you all the
details, and as a new Eurochem customer, the table below shows you your easil ¥

achieveable personal targets. . .. Copse

KNI

YOUR PERSONAL
MONTHLY TARGETS | 417 850 | gL

VIBLUE OF

e | 520 | 540 | £60 |£10015150 15200

It couldn’t be simpler. Sa either phone your first order direct to our telesales cn
(0264)50733 or just fill in and post off the enclosed order form.

Good Luck and Bon Voyage

S

John D, Barker
Chief Executive

F.5. Rermember, the more you buy, the more you eam,
Eurochem Limited, Imperial House, 29 Marth Way, Walworth Industrial Estate, Andover, Hampshire SP10 SHH

Administration: Andover (0264) 65955 Telex: 477483 EUCHEM . Fax: {0264y 332285
Customer Service: (0264) 55838 Sales: (0264) 50713




~* LICENSED - BRANDED : PHARMACEUTICALS

Category 1. ldentical to the UK Brand: Markel Leaders

)
| cope DESCRIPTION PACK i GAINS | SAEiE MONTHLY  QUANTITY  VALUE
L . e ORVINE .

| AADAZ  Adalat 10mg Capsules aa 2% 537 19.71
AALDZ  Aldomet 250mg Tablets 100 143% B.11 4 58
AALD3  Aldomet 500mg Tablets Lo0 28% g42 327
| AAMO1  Amoxll 500mg Capsules 1000 25% 25.4]1 16,94
AGAY]  Gaviscon Liquid (Minemu Ondar 721 250mi) 280mil 12% LE'.-I_' 122-:1
| AHAL1 Halcion §.25mg Tablets - 20 32H 1.05 _12.00
Imodium Capsules 20 22% e 784
|muran 50mg Tablets <7 b S S5% 1284 15.69
Indecid 25mg Capsules a0 1 7% .24 4.25
Indocid 100mg Suppositories 10 17 2.02 287
Heradrin Smg Tablets 25 3% 131 1 H[]
L-u:-res&l 10mg la.J ets 50 Z26% 4.81 5.07
: 20 3 1899 804
N_ﬂtrlln: Fablets o 30 6% 4.34 1368
Parlod el 2.5mg Tablets 30 : 5.23 4.52
| AF F"-‘uihmden 75mg Tablets 28 1 8% -3 12 8.97
: 100 a 2.69 9.36
Serc Bmg Tablet!. 100 858 10.75

E-|._'|r|'- 100mg Tablets 50 ; 404 "
Zylaric 100mg Tal}lets. 25 % 1.B5 1260

Zylaric Emmg_l_'_ahlptq 30 58 5.06 3
Lyloric 300mg Tablets 28 % 444 63.14
TOTALS 235.02

Calegory 2. Identical to the UK Brand

Allegron 10mg Tablets o0 ! : L.17

Allegron 25mg Tablets 389 . ¢1 ?E

A.ﬁNDl Androcur 50mg TahIEti : 2% ; 1.9D
Blocadren 10mg Tablats 1.2 L0

Elnnbar : 500mg Capsules _ 242

Clumld ROmEg Tablets ; .60
Oplimine Ilmg Tablets : 3 : 0.68

Orap 4mg Tablets i ; _ 0.63

Motilium L 0mg Tablets __ 89 _ _ 085

Proviron 25mg Tahlets : 2% ). & 1.27

Rivotril 2mg Tablets 1 2E 1.98

Septrin Agult Suspension : : 1.25
Stugeron Forte Capsules ; 0.49

Tofranil 10mg Tablets _ i : 0.15

Tofranil 25mg Tablels by, S+ 0.54

Trasicor 80mg Tabiets R - - [ 1.14

Vermox 'iL'II.'Jrn,g Tabiets % 1168 D41

' 053

Zaditen Capsules y 0 _ _ 2.69

AZARL Zargntin 250mg Capsules ; : 0.91
TOTALS 26.34

TELEPHONE:SALES (0264)
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Treasury Chambers, Parliament Street SWIP 3AG

The Hon Douglas Hogg MFP

Minister for Industry and Enterprise
Department of Trade and Industry
1 = 19 Victoria Street

London

SW1H OET :
fé October 1989
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EUROPEAN COMMUNITY STRUCTURAL FUNDS:

OBJECTIVE 2

Thank you for your letter of 25 September. I have alsoc seen
Peter Walker's letger of 3 October.

1 was concerned by your reference to the risk of substantial new
public expenditure resulting from the pattern of structural fund
receipts envisaged by the Commission in the draft CSFs. This
appears to reflect an assumption that the Government's agreed
rules on the treatment of EC receipts would be set aside. T am
sure you would agree that no such assumption can be made and that
negotiations with the Commission on the CSFs must therefore be
conducted within the framework of our policy on additionality. My
predecessor's letter of 24 November 13988 made clear that the new
structural fund regime should not compromise the Government's
ability to maintain firm contreol over public spending.

Our aim in the negotiations will be to agree CSFs that are both
flexible and consonant with domestic expenditure priorities. If
wa succeed, the need for Departments to make significant
of fsetting savings in their PES programmes should not arise. But
if we were unsuccessful, difficult decisions would be needed on
the balance of spending with the agreed planning total.

I realise that the negotiations are likely to be difficult. But
the UK has a strong case and must, in my view, take a forthright
line on both the level and nature of our prospective receipts. As
regards the former, we should take every opportunity to exploit
the assurances which Delors has given wus: a reduction in UK
raceipts associated with a doubling of the funds would be
indefensible.
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As regards the nature of UK receipts, Lthe C5Fs are predicated upon
the concept of partnership between central and local government
and the Commission, The concept was fully reflected in the
regional plans which the UK presented to the Commission, which
were based on well-reasoned priorities. The Commission's draft
CSFe not only cut across those priorities but also seem to be at
odds with Community policy more generally, to the extent that they
down-grade infrastructure and focus on support for industry. We
shall need to emphasise this point, lobbying other member states
As appropriate. More specifically, we should continue to argue
that the Commission's proposals would not maximise wvalue for
money . And we must make clear that we cannot accept any
requirement for additionality going beyond Article 3 of the
Horizontal Regulation (subject, of course, to the assurances we
have received about its application in the UK).

I am copying this letter to Peter Walker, lan Lang. Francis Maude,
Tim Eggar, David Hunt, Michael Portillo and Rebert Jackson, and to
S8ir Robin Butler and Sir David Hannay; and also to the Prime
Minister, in view of the possible need for collective Ministerial
consideration of the issues to which you refer.




DEPARTMENT OF HEALTH AND SOCIAL SECTURITY
Richmond House, ¥9 Whitehall, London SWiA 2NS
Telephome OF-2HF S000

From the Secnetary ﬂf‘.ﬁ':rm: Jfor SRR RS, Haalth

The Rt Hon John Major MP

Secretary of Btate for Foreign
and Commonwealth Affairs

Downing Street

London

BEW1lAh 2AL

k16 0CT 1989

In his letier of 29 Saptember to your Private EBecretary conveying
the Prime Minister's general approval of the approach to future
arrangements for European medicines licensing which David Mellor had
proposed in his letter to you dated 22 September, Mr Gray sought an
agsurance that the position would be closely monitored and reported
to Ministers as discussions proceed in Brussels. 1 confirm that
that is our intention.

The Prime Minister had also raised a guestion on variable prices for
medicines in different EC countries and the implications for NHHS

costs of the importation of cheaper medicines from Eurcope. I
enclose a note on that, as reguested.

I am copying this letter and enclosure to the Prime Minister,
Members of OD(E), Malcolm Rifkind, Peter Walker, Peter Brooke and

Eir Robin Butler.
‘::::EES"'! ™,

KENNETH CLARKE
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dohn Gummer Esg MP

Minister of Apriculture Fisheries & Food
Whitehall Placse

London
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SINGLE MARKET IN VETERINARY MEDICINAL- PRODUCTS
i

Thank you for your letter of 26 September ondthe above subject. 1 am
content with the line you propose.

| am copying this letter to the recipients of yours.

MALCOLM RIFEIND

MDL27T8L.2
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EUROPERN COMMUNITY STRUCTURAL FUNDS: OBJECTIVE 2

I have seen Douglas Hogg's letter of 29 September to you on
this subject.

I too am concernad at the impact which the outcome of the
Objective Z negotiations could have on publiec eaxpenditure
programmes in Wales. While the signs of a possible increass
in the allocation are most welcome, the Commission's
declared priorities remain unattractive (both to the local
authorities and to us) becauss of their ragtrictiveness, and
awkward for my Department from a public expenditure point of
W1IEW .

We still need, of coursa, to find out exactly what tha
Commission will offer and I shall be happy to be involved in
considering the next steps when we have that information.

¥
I am sending copies of this letter to Ian Laing, Francis
Maude, Tim Eggar, David Hunt, Michael Portillo, Hobert
Jackson, Sir Robin Butler and Sir Dawvid Hannay.

The Rt Hon Norman Lamont MP
Chief Secretary

HM Treasury

Farliament Street

LONDON SW1P 3AG
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PS/SECRETARY OF STATE

oo PE/Minister of Btate
P5/8acrotary
Mr Dawid
Mra Le Guen C:'QS-)
Mr Hadley, Cabinet Office f.?/( -
Mr Eerr, FCO
Mr White, D55
Mr Powell, Ho 10
Mr Mills, NHo 10 Policy Unit

SOCIAL CHARTER: REPORT OF SECOND MEETING OF AD HOC GROUP, 6
OCTOBER

| The meeting finished discussion of the individual articles of
the draft Commission Social Charter. It was a more restrained and
low key cccasion than the first meeting; with few countries other
Ehan the UK reglstering I[undamental objections. The French
Fresidency too seemed more ready to compromise by redrafting
articles and in a few cases by considering re-formulations based

on alternative accepted international texts.

. The line up of countries expressing difficulties with the
text, apart from us, was the much the same as in the first
meeting: Garmany less aggressively than before; Denmark on a few
articles; Spain which wants less detail; and Portugal on grounds
on implementation difficulties. I got +the clear impression,
howaver, that most countries were simply goling through the motions
in tha Working Group and that any major objections will be lodged
at the Ministerial or political level. For example, we know that
Fermany wrote a "very nasty® letter at Minieterial level to the
French complaining about the handling of the Working Group and
threatening to block the Charter unless the French accepted legal
minimum standards in some areas. HNone of this appeared at the
meeting on Friday: the German delegate was very moderate and
indeed laft before the end of the meeting.

CONFIDENTIAL
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3 The Presidency will now produce a ravised taxt for
consideration on October 1%, fellowing discussion of the preamble
and title II of the draft Commission Charter. The revised text
will be an amended version of the Commission Charter which 18 very
unlikely indeed to meet our basic cbjections. The Presidency do
not  intend the revised to be discussed in detaill, but want
countries simply to flag up fundamental difficulties they have
with the hew text.

4 I doubt whether this approach will be feasible: many
countries will wish to comment on the redrafting. Tha Presidency
themselves may have doubts: we have been told to reserve Friday
morning for continuation of the meeting. Hotwithstanding this,
the draft for the Social Affairs Council on October 30 is likely

to be wvery similar to the one that we see on Octobor 19.

5 In discussicn with the Secretariat;, I was asked whether we

had alternative texts on articles to which we took fundamantal

objection. I gave no commitment that any text would ba

forthocoming.

As before, I attach a detailed account of the discussicon.

G L REID
Ext: 5824 9 October 19B9
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Article 13: Social Protection

There were two main strands in the discussion of this article.
Germany emphasised that it should concentrate on workers, and this
was endorsed in one way or another by the UK, Ireland, Italy,
Denmark, Belgium and Luxembourg. Spain, Portugal and Greece would
have preferred the draft text on citizens, but did not press the
point: France made a strong plea for citizens, Secondly, I
expressed seriocus doubts about the mixing of general principles
and detail, and also about the need to take much greater account
of national practice and procedures. This was supported by the
Netherlands, Spain and Portugal, the last of which was clearly
concerned about the financial implications of the article. A
number of redrafting suggestions were put forward, and thes
Presidency will produce a revise concentrating on workers rather
than citizens.

Article 14: Freedom to Join Trade Union

There were a couple of arcane pasgages in this discussion, Une
was an argument about fundamental and derived rights betwsen Spain
and the Commission: and the other was the need te include the
right te form a trade union as well as jein one, which seemed to
be particular important to Greece. I pointed cut the fundamental
problems this article might cause for us, and criticised the
current text which tock no account of excluded groups (egq.
police and army) nor of the roles of trade unions which might
limit individual choice. This was supported by Netherlands,
[taly, Germany, Portugal, and by implication others. There wea:

other textual criticisms. Germany suggested that a new text

should be drafted based on the Council of Europe Charter and

"tried international wording® and the Chairman agreed that thias
would be dene.

CONFIDENTIAL
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Article 15:  Freedom of HNegotiate and Conclude Collective

Agreements

Balgium raised the problem of representation. Read strictly this
article would authorise any organisation to negotiate and sign
collective agreements, but member states had different practices
on how representation should be decided. Germany agreed with
this, suggesting again reliance on international text already
approved, and 80 did Luxembourg, Portugal, Ireland, NHotherlands
and the UK. Denmark supported Germany con an alternative text, and
suggested wusing article 118B. Detalled references to specific
igsues should be excluded. I said that +this article caused
fundamental difficulties for us. I pointed out that it confused
the rights of individuals and the apparent collective rights of
trade wunions, and that this must be clarified. It ignored the
important and growing area of individual negotiations and
agreement, and took quite insufficient account of differences in
national practice, The Commission said that the old area came up
against national practice and that what was needed was a gener
provision which would refer to pational practice and tradition and
the great veriations therein. There was no intention te challenge
the autonomy of member states. The Chairman said this article
would have to be clarified but it did concern collective rights.
He agreed with the German suggestion of a new text, and there will
be some other wording changes.

Article 16: Right to Strike

A number of countries criticised the existing wording whic
specified that "existing legielation" might be an exception te the
general right. Gaermany asked for national legislation, while I

pointed out that future legislation would have a similar effect so

would non strike agreements drawn up by employers and trade

unions. I sald that once again this article took inadeguate
account of the different legal frameworks and the very different

national practices within member states. I said that any

CONFIDENTIAL
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interference with the careful balance we had achieved in the whole
industrial relations area (not Just this article) would be
fundamentally unacceptable, Dther countriasg WE T alaa
apprehensive about the effect on their national practices
{Netherlands, Belgium and Greece spoke) but the Chairman summed up
thig article as being breoadly acceptable.

Article 17: Vocational Training

Germany led off by saying that a binding legal right was not
acceptable, and this was supported by Ireland (who wanted access
to training), Netherlands, Italy, UK, Greece and Portugal. This
article will be redrafted to reflect this point, and possibly also
to remove "citizens" again.

Article 18: Enrolment on Occupational Training Courees

Belgium entered a reserve on this because of budgetary problems
emerging from a current ECJ case. Germany sald they had political
problems on the specific reference to the Universities. In reply

to a gquestion [ was assured that the text was intended to cover

only enrolment fees, and not maintenance grants or gqualification
standards.

Article 19: Egual Treatment

Ireland had no fundamental problem with this article but wanted
the third paragraph (on "development of amenities") removed: 1
agreed. Denmark saw no problem and thought the text ought to have
more on employment opportunities for women including ceo-operation
at EC level: Italy, Belgium, Luxembourg and Greece agreed with
this.

CONFIDENT 1AL
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Article 20: Information Consultation and Participation

Denmark raised the gquestion of whether all three should be treated
togethar, gince they were the subject of different legal
provisions. Multinationals were a minefield and perhaps the
article ought to refer to the national 1level only. Germany
dizsagreed: it was necessary to allay fears of workers on
redundancies etc. and to aveid soclal dumping: Belgium, Greece,
France and Luxembourg agreed. Ireland agreed in principle but
emphasised the need to take account of national law and practice,
and to have flexible mechanisms. 1 agreed with this, referring to
the wvariety of practice within the UK: I alluded to our
forthcoming booklet. | also asked how this article related to the
ongoing debate in the European Company Statute, but received no
answer. The Chairman recorded "a consensus®" but there was a need
for information, consultation and participation depending on
practices in member states.

Article 21: Details on Consultation, ete.

I asked whether this article was necessary in the 1light of the
comprehensive nature of the previous one, and suggested that it be
deleted in the interests of having a general statement in any
Charter. No one supported this, and it will presumably remain as
it ise.

Article 22: Health and Safety

1 said we agreed with this in principle and had very good health
and safety national provisions. We had welcomed the Framework
Directive but the article ought to make elear what had already
been done and emphasise the importance of implementing and
enforcing directions already agreed. I also asked why public
works should be explicitly singled out in this article. I1reland
agread with this last point, as did Spain and OGreece. Belaium

CONFIDENTIAL
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tabled an amendment which at firast sight seemed less acceptable
than the original text. Denmark and Germany theught it improved
the article; I expressed reservations as did Greece. The Chairman
concluded that the text of the article might be somewhat expanded
to reflect what had already been done, and noted the points about
public works. He expressed no concluslon on the Belgium

alternative.

Article 23: Minimum Age of Employment

Germany welcomed this but had a problem with the specification of
16 years: so did Belgium and Denmark. I suggested that the
article ought to refer to the minlmum school leaving age, and that
provision must be made for appropriate part-time work and
vocational preparatlon, These points were generally agreed by

cthers who spoke.

Article 24: Youth Pay

This was not discussed at all, since it will have to be revised in
line with the previous conclusion on artiecle 8 which dealt with
pay generally. I did however onter a fundamental reservation on
articles dealing with pay.

Article 25: Youth Training

I =said that the principle of training ftor young people was wholly
accepted in the UK and that we had wvery good provision. The
article however was far too rigid and regulatory, and indeed
backward looking. It ought to be more flexible and concentrate on

qualifications rather than on a particular time period for

training. Germany also emphasised the need for a more permissive
article allewing freedom of cheolce. Belgium had no problem, but
Portugal said they could not accept the text since they would be
unable to Implement it. Greece felt the article was rigid and
that employers might find it hard to employ young people if they

CONFIDERTIATL
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had a requirement of twe years training. The Chairman concluded
we were agreed on principles but that the two year sapecification
ghould be deleted.

Article 26: Regulalion on Young People’s Hours

Germany had a problem of principle with this article, since weakly
hours are a matter for collective agreements without any
exemptions for young people. They suggested maximum daily hours.
Portugal supported the intention of the article but saw
difficulties with it. It secemed odd to allow laws or collective
agraements to sanction a breach of a fundamental right; and it
would be difficult for Portugal to enforce this provision since
the working week is more than 40 hours now. Greece paw the
article as an obstacle in the way of employment, and Spain and
Portugal agreed with the principle but saw difficulties in
practice. I said the article was fundamentally opposed to
approach. We did not agree that requlation was the right way to
ensure the empl yment of young people; it was inflexible; it was
out of line with the demographic trends in our country; and our
current policy was to de-regulate young people‘s hours rather than
the reverse. The Chairman suggested that the majority were agreed
on night work (which was hardly mentioned) but that the specific
provision of 40 hours did not seem acceptable. It would be
revised.

Articles 27/28:

I suggested that both these articles should be deleted since we

had agreed that the Charter would cover workers. Germany and

Italy agreed. Balgium, Denmark, and Netherlands accepted the
logic of this but felt we needed sgomethinyg on retired workers.
spain and France wanted to retain these articles, and so did
Portugal and Greece. They both said they would cause problems on

implementation. The Chairman concluded that something was

CONFIDENTIAL
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necessary but restricted to workers (or ex-workers) and nationals
of EC countries. The articles might be merged cr they might be

included with article 13 on social protection generally.

Disabled

I gaid we accepted the need for special provisions for people with
digabilities to enable them to find and keep work, but the article
was much too broad and should be revised to cover workers and EC
nationals. The Commission disagreed, and said it should cover all
disabled people. Germany (whose lead delegate had left by this
time} surprisingly agreed with this though they wanted only a
ganeral statement. Others agreeing were France, Greeca, Balgium,
Luxembourg and Portugal. The Chairman concluded that this article

should be retained.
Family
France pointed out that the Charter made no reference to the

family. This was a major challenge and silence would be badly
interpreted. He proposed an addition. Portugal and Greece

supported this; the UK and Germany opposed. The Chairman

concluded that there was a majority for a Charter on workers and
by implication ruled out any particular article on the family.

CONFIDENTIAL
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EC SINGLE MARKET AND PHARMACEUTICALS

I am sorry to ba a little late in commenting on your letter of
{2 September to John Major.

———— e

My view is that the completion of a genuine single market in
pharmaceuticals is well worth the consegquent loss of national
SULthority over the regulation of medicines. The UK
pharmaceutical industry is strong, and well organised to take
gocd advantage of the opportunities which will be opened up.

It 1s unfortunate that the usual path to achieving the single
market of "mutual recognition" proved impossible to negotiate
in this case. I recognise the sensitivities involved with
medicines, but it is important that this issue should not be
EeBn as a precedent. Mutual recognition should remain the
preferred approach.

Wa must also be aware when agreeing transfer of authority that
this does not lead to unnecessary bureaucracy and to systems
more cumbersome than our own. The creation of a Single market
will be of little benefit to business if at the same time they
are hampered by extra burdens. [ am sure ¥Your officials will
be vigilant on this issue whan agreeing the procedures of any
new body created.

Copies of this letter go to members of CD{E), Peter Walker,
Malcolm Rifkind, Peter Brooka, the Prime Minister's office and
Sir Robin Burtler.

{J#ﬂ1
| EELFLgﬂxhﬂﬂ 5

LORD TREFGARNE D‘ﬁ“— I' r







Ref. AOB9/2531

PRIME MINISTER
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The Foreign Secretary may report on tha 3 Octobar Forelgn
Affairs Council. The main points were:

—

agreament in principle to a package of measures to assist

Poland and Hungary: details remain to be worked out:

adoption of the broadcasting directive, after we and the

Germans secured a Council/Commission statement on the
political nature of Article 4 (guotas) and a Commission
undertaking to apply Article 4 in this light;

-

Commission reports on discussions with the US5. On hormones
the Americans have offered a 4.2 millien dollar cut in
retaliation, with a further cut™ at the end of tha year if
Tade in hormene-free beef has increased. On renewal of the

EC/US stesl VRA, the term= now proposed by the US are

sufficiently improved to be a basis for a formal

negutiatinn: our own position remains that the case for a

new VRA 1is not proven.

—
-

2. The Secretary of State for Social Security may report on the
Social Affairs Council on 29 September, at which Mrs Shepherd
represented the United Kingdom. The main points were:

- & proposal to amend a 1971 regulation on social security for
migrant workers, in order to resclve problems arising in




France following a recent ECI ruling, was satisfactorily
modified to meet United Eingdom concerns but blocked by the

Italians; discussion will continue;

at the Presidency's initiative (largely for French domestic
consunmption) there were genaral discussions of national

policies towards the disgabled and convergence of social
protection schemes;

satisfactory texts were adopted on combating problems which
exclude people from a normal way of life (unemployment,

homelessness, poverty etec) and on family policy apd

demodgraphy

thers was agreement to study the possibillity of replacing
form E111 (which entitles EC citizens to claim emergency
health care in other member states) with a more durable
plastic card.

Future meetings are:
Education Council, 6 October

ECOFIN Council, 9 October
Internal Market Council, 10 October

l5r R,

ROBIN BUTLER

4 Deotober 1989
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Minister for Health

Department of Health

Richmond House -
19 Whitehall
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SWIA NS A October 1989

Thank you for copying to me your” letter of 99 seplember 1o
Mr Major about the EC Single Markel and Pharmaceunticale.

1 am concerned that the paper which your officials are propoging to send
to the Commission on a Single Market in medicinal products after 1992,
pays insufficient heed to the danger of oxtending Community competence
i the health fleld. | think that the paper should be much frmer In
opposing any potential further extension of Community competence.
I would be grateful if our officials could consider this further.

| am copying this jetler to members of OMME), Peter Walker,
Poter Brooke, the Prime Minister's Office and Sir Robin Dutler.
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MALCOLM RIFKIND

ICH277L]







ROYAL COURTS OF JUSTICE

LONDON, WC2A 2LL

o1-836 5301

1 1}
David Mellet Esg QC, MP }
binisler ol State for Health t
Department of Health
Richmond House L WRE
79 Whitehall
Londan SWIA 2NS

e

'3I'd LUictoner 19859

JL < H'j A 2

EC SINGLE MARKET AND PHARMACEUTICALS

Thank you ler sending me a copy of vour letter of 22 September [93% to Jshn

Major.

| agree that it is necessary to balance the competence risk apainst the benefit to
the single market, and [ accept your view that we must be willing 1o take the
competence risk if we are to keep our commitment to complete the internal
market n human medicines. That being so, I should like to sugges: an
amendment to paragraph 20 of the drait paper. If we wish to be able to argue
that any legislation resulting from the preseént exercise is single market
legislation, rather than public health legislation, it would be helpful not to
scknowledge in this paper a transfer of competence. 1 appreciate that Yyou: are
there referring to executive, rather than legislative, competence, but it is
important la avoid any opportunity for misunderstanding. [ suggest therefore that
the fourth sentence of paragraph 20 should be recast along the toliowing lines:
"Whiist attaching the highest importance to the goal of a sipngle market
|J.LL|"|I_"l['.:|hd.l'.'L‘.ZI, L& Ministers wish to reserve their position ..."

| am sending copies of this letter to the Chairman and members of OD(E], Peter
Walker, Malcolm Rifkind, Peter Brocke, the Prime Minister's Office and Sir Rokin

bButler.
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2 October 1989

e,

Thank you for your letter of 25 September to John Major.

1 agrea with your proposed line in responding to the
Commission's memorandum. Both the petential implications for
competence and the existing negotiationsz on an interim
proposal for tha Committee on Veterinary Medicinal Products
suggest wa should adopt a cautious appreoach at this stage. We
must also ensure that our lines on human and animal medicines
remain consistent as the negotiationa develop.

I am copYing this letter to the Prime Minister, David Mellor,

other members of OD(E), Malcolm Rifkind, Peter Walker and Sir
Robin Butlar.

S
e -

The Hon William Waldegrave

John Gummar MP
Minister of Agriculture

Ministry of Agriculture, Fisheries and Food
Whitehall Place

LONDON

SW1la 2HH
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From The Minister of Srace
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EC SINGLE MARFET AND PHARMACEUTICALS
Thank you for your lqptﬂr'ﬁf 22 September to John Major.

I agree that we should respond to the Commission’s memorandum
on the lines you suggest. This should help us influence their
thinking at a formative stage. We will of course need to make
sure that our line is carefully coordinated with our line on
vaterinary medicines, on which John Gummer has written too.

You are right to raise the point about competence. We must
watch this carefully. But I agree that the risk of an
extension is small, and acceptable, given that the effect of
any measure would undoubtedly be to promote the Singla Market.

Copies of this letter go to the Prime Minister, John Gummer,
other members af OD(E), Peter Walker, Malcolm Rifkind and Sir
Fobln Butler.

The Hon William Waldegrave

David Mallor MP
Minister of Health
Richmond Housa
LONDON

SW1lAh 2HS
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