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. 15 THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT
‘UW B

s’ Gskon
30 Juné 1982 :
ANGLO-ITALIAN SUMMIT

7 July 1982

STEERING BRIEF

rief by the Foreign and Commonwealth Qffice

1. Anglo-Italian Summits are in principle held twice a year,
in practice less regularly. The last took place in London in
November 1981. The Prime Minister has seen Senator Giovanni
Spadolini, the Italian Prime Minister on several occasions
recently: at the Versailles Summit, where she had a brief
separate talk with him, at the Bonn Summit and at the European
Council. At the meeting in Rome on 7 July the Prime Minister
will be accompanied by the Foreign and Commonwealth Secretary
and the Chancellor of the Exchequer (who wz;.s unable to attend

the Summit last November).

INTRODUCTION
2.

Senator Spadolini has now been in office for a year. He

Democ rats, as

Socialists, Social Democrats and Liberals,
81l as hig own Republican party (which commanded only 3% of
M Italian yote at the last el@Btien)! His period as Prime
Minister is remarkable, in view of his lack of a broad power
baSe;

e already exceeds by four months the post-war average.

CONFIDENTIAL

heads a fiye party coalition government comprising the Christian
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Senator Spadolini has earned good marks with the elee

Orat
by mediating ably between his coalition partnerg and e

or

trying to resolve Italy's endemic economic Probleng

Nevertheless, tension between the Socialists, led by t
e
ambitious Signor Craxi, and the Christian Democratg (&

growing, and the coalition's future remains doubt £y

OBJECTIVES

3. The Prime Minister will find Senator Spadolini pre‘°°°upied
with domestic economic problems. His anti-inflatiOnary
policy, the two principal elements of which are reductiop 5
public expenditure and containment of labour costs Within 5 .
16% ceiling, is foundering. The private employers federatioh,
Confindustria, have denounced the wage indexation agreement:
their hope was to put pressure on the Government and induce
the unions to accept a policy of wage moderation. While
Senator Spadolini subscribes to the primacy of fighting inflatin

he is likely to rehearse his concerns about US monetary policis

4. The Italians are worried about growing threats to the
cohesion of the European Community, which enlargement may i1
their view further undermine. They will be anxious to refurbist
Italy's EC credentials, after breaking ranks in May over -
sanctions against Argentina, a major parting of the ways I
her fellow Europeans. The Italians are likely to press tor B
Support on the Genscher/Colombo proposals, for increased
policies

expenditure on Mediterranean agriculture and other

which will benefit Italy and the raising of the 1% ceilmg-

= o
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B primary UK objective at the Summit will be
5.

Eeneralis
uk and that the UK should matter to Italy as much as

ed, but important: to demonstrate that Italy matters

Bco and Germany do. Recent differences over the Falklands
Fr

. Community questions should not be allowed to affect the
an

tterns of cooperation.

pormal P2 Italy remains the UK's thirg

o8t jpmportant European partner (after France and Germany) and
the similarity of our interests in a number of areas has made
per on occasion a useful ally. The Italians will be keen to
mend fences with the UK after the Falklands crisis. Signor
spadolini and his Foreign Minister Colombo_ would have liked to
paintain Community solidarity, but the government would have
collapsed had a decision to renew sanctions been taken in May.
The Italians are now pressing for renewed negotiations with
Argentina. We should demonstrate that the only way forward in
the aftermath of Argentine aggression lies in restoring the
Falkland Islanders' way of life through reconstruction and
development, and that fruitful negotiations with Argentina are

Dot a practical possibility.

6. On Community matters the main UK aim will be to impress on
the ITtalians the need for a fair solution of the Budget problem
to be found by the end of-November, as agreed by the Council,
% that this divisive negotiation can be taken off the Community

agenda, Tpe Secretary of State may want to invite.Signor

Co : s e
HoIbo, . a5, s senias Community statesman, to give his views on
how thi« AT 1 AN
' this can pest be achieved; and to invite him to ViSit
L0n . L &
on, 1 September. We will also want to explain the importance

of ¥ " s
the Lu.\:embourg Compromise in political terms 1in this country;

34’1(1 t X
O make clear our willingness to continue to cooperate 1in

—3—
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the further work on the Genscher-Colombo Proposa;
s,

enlargement is raised, we should reaffirm the impg
Ttaneg

attach to maintaining progress in the accessiop e We
g°tiat
dog

7. UK and Italian objectives are set out ip full a¢
a

Annexes A and B.

STRATEGY AND TACTICS

8. According to the agenda for the Prime Ministerg: meety,
proposed by the Itallans, discussion is likely to begip WltE
East/West, defence and arms control. This will B0 doubt p,e
seen in the light of President Reagan's visit to Europe and'of
Italian concern about transatlantic relations in genera], The
Prime Minister may wish to argue that although there have peg
differences between Western Europeans and the Americans on
security and defence matters, and now on East/West economic
relations also, the gap has been bridged in the field of
greatest importance, arms control, by recent US initiatives.
In discussing the prospects for INF/START/MBFR the Prime
Minister will wish to enquire about progress on INF siting at
Comiso (Sicily), on which the coalition remains firm. Senator
Spadolini may wish to exchange views on the UN Special Sessi®
on Disarmament, due to end on 9 July, which both he and the

Prime Minister have addressed.

9, i / : p
On international erises, the Italians will want & thoro

talk - g
about the Middle East. On Lebanon, discussion may Eoie

possib  cipati®
1e EC measures against Israel and European particip?’

. ¢

in a peace—keeping force n discuss

(Both topics will have bee

at the :
European Council.) 7the Italians are also concerned

about Iran/Iraq,

tl
tis
and may hapker after some Community int

CONFIDENTIAL
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-a1k1ands is best covered in téte-i-tate talks,

= The Prime

L et may wish to express understa.nding of the domestic
yinl

E external pressures which prevented the Italians frop

g Community sanctions against Argentina ip May, while

reuewin

gretting the weakened signal this sent to Buenos Aires. The
re i
[talians will be interested in our future intentions, They will

Bho to pe persuaded that renewed negotiations with Argentina
(which Signor Colombo has been advocating) are not a realistic
option and that what matters now is the rehabilitation and
reconstruction of the Islands. The Prime Minister may wish

to stress the importance we attach to the links between

Europe and Latin America, and our recognition of the need for
the Islanders to establish a satisfactory relationship with

Latin American countries. (Bilateral talks on the region have

been proposed for the autumn at official level.)

10. The Italians will wish to review the international economic
situation, particularly trade and East/West economic relationms,
arter the Versailles Summit and European Council. There is
scope for making common cause with the Italians over President
Reagan's decision to extend the US embargo on the export of oil
and gas equipment to the Soviet Union and recent US action
3gainst steel imports from the EC. Their attitude to Japan is
¢oloured by the fact that they have a wider range of quota
TeStrictions than any other EC country. In this connection they
OTiginally attempted to prevent the BL Triumph from entering

Italy 4 i s
aly, though they have now accepted that it should do so.

e ~ 3 i ' Thi
Te also concerned about their subsidies to industry. This

Co : i ici
Uld leag to an exchange of views on domestic economic policies.
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Continued upward pressure on US interest rateg has
Us

h
dollar to record levels against the lira, f“elling ; eq the
nf

at 1%

t
Chancellor of the Exchequer will wish to paint 4 Do he
iVe A

through increased emergy costs. The Prime Ministe,
anq

of the prospects for the UK economy. 1In discussiog % Loty
Community matters, it will be important to make clear e
commitment to the Community, and to making a succesg e ouy
membership of it, remain as firm as ever. Ve regret th, r
difficulties of recent months as much as anybody; they
show how important it is to get the budget issue resolveq g
that we can get on with developing the Community, ap °bJGCtiVe
shared by the UK and Italy.

11. The Summit will provide a good opportunity to underlipe
the importance the UK attaches to industrial collaboration
with Italy, where mutually beneficial. Mr Nott will just
have met Signor Lagorio for talks on the EH 101 helicopter.
Other potential areas for collaboration include the Multi-

Role Rocket Launcher and the development of anti-tank guided

weapons,

12. There may be occasion for congratulating, or commisersti®

with, Senator Spadolini over Italy's performance in the World

Cup, an international event close to many Italian hearts:

PROGRAMME
13. The Prime Minister will arrive at Rome, accompa“ied i
the Chancellor of the Exchequer, at 1130 on 7 July. (The

F i y vid
oreign Secretary wil] travel to Italy direct from yugosl?

on the afternoon of 6 July »

: 14
The Italian political hier?

Y
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| pe on a State Visit to France that day). The Foreign
wil

Petary il

sec
fadama at 0830 on 7 July.

yilla !
After 2 téte-a-téte with Senator Spadolini, during

14.
sir G Howe and Mr Pym will hold separate talks, there

which
yill be & working lunch, beginning at 1330, for all Ministerial
partiCipantS hosted by the Italian Prime Minister at the

palazzo Chigi. Plenary talks will begin at 1515, followed by
a joint press conference at 1630. Senator Spadolini will host
2 Government dinner at 1900, during which there may be an

opportunity for the Prime Minister to meet the leaders of the
parties forming the Government Coalition. The Prime Minister

will return to London the same evening, departing from Ciampino

airport at 2200 hours.

15. Personality notes on the following are attached at Annex C:

Senator Spadolini, Signor Colombo, Senator Andreatta, (Treasury
Minister), Senator Formica (Finance), Signor La Malfa (Budget),
Signor Berlinguer (Diplomatic Adviser to the Prime Minister),
Signor Cagiati (Italian Ambassador at London), Sigmor Malfatti
(Secretary General MFA), Signor Bottai (Director Genmeral,
Economic Affairs). Annex D lists subjects for discussion.

These have been agreed with the Italians. A list of briefs is

at Annex E. are given at Annex E.

Basic statistics on Italy

CONFIDENTIAL

1 meet Signor Colombo for a working breakfast at the
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RESUME
BRIEF NO 2: Falkland Crisis

16. Italian failure to renew economic sanctiong p
®8rety

albeit understood. Support over arms embargog it &q,
Ciate

d
Importance of continuing the latter for the immedsqt 5
® futy,

e,

BRIEF NO 3: European Community Topics

17. (a) Community Budget Problems

Hope Italians will play a helpful role whep
negotiations on the UK budget problem resume in
the autumn. The Foreign and Commonwealth Secretayy ,
might seek the views of Sig Colombo on the best

approach then and invite him to visit the UK ip the

autumn.

(b) Euronean Union (including Luxembourg Compromise)

Confirm willingness to continue to contribute

constructively to further work on the Genscher/Colomt
text. Explain to the Italians the importance to the [
of a member state being able to have a majority decisi

deferred where it considers important national inter®"

to be involved.

(¢) Other Community Issues: Enlargement

Further enlargement of the European Community vitallf

important for the further strengthening of democrac!

in E Eorl r-
urope. Political benefits from enlargment ot

nl

riding, ¢+ be K

although economic costs involved musS
Within bounds,

s
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United States/European Relations .

£F NO 4:
Disappointing that transatlantic relations should have

BRI

principally over economic issues, so soon after the

warseﬂed'

_silles and Bonn Summits. e mustSEEe et
ver

ricans the need for genuine consultations, preferably through
Ame

iing rather than new mechanisms, in order to avoid
ex

givisions in the Alliance.

gRIEF NO 5: Defence and Arms Control

(a) UNSSD II

19.

Western speakers brought realism to a rhetorical debate.

The Special Session could end in disagreement.

(b) INF, START, MBFR

Importance of NATO holding to the zero option to
extract Soviet concessions; and of a positive
presentation to the European public of the US proposals

on START and the new Alliance initiative on MBFR.

(c) Collaborative Arms Projects

Mr Nott discussed the EH 101 helicopter project,
our most important current collaborative business,
with Signor Lagorio on 28 Jume. No specific points
for us to raise but if the Italians do we should

underline the need to maintain momentum.

(d) UK Defence Policy (post Falkland Islands)

Although our Falklands commitment may require some

adjustment to our defence programme any such adjustment

Will be within the framework for the defence programme

established during last year's review.

L g
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BRIEF NO 6: East/West Political and Economic Relaty,
=2 Relationg

20. The Prime Minister may wish to point to the cont
3 r
between the West's success in capturing the high 81'0unq

political issues and arms control, and the Problemg over

EaSt/
S exten510n
of his measures against the Soviet Union has Te-openeq ,

West economic relations, where President Reagan!

European/American argument which we hoped had beep resoly B
e

Versailles. How should the Europeans react? How shoulq
€ et

across to the Russians the message of the West's underlying

unity?

BRIEF NO 7: International Economic Issues

21. Wish to strengthen recognition that European economieg
must put their own house in order and try to reduce inflatiop 4

fast as US and Japan have done.

BRIEF NO 8: International Trade Issues

22. Despite much common ground between the UK and Italy on

current international trade issues such as Japan, the USA and
textiles, the Italians did not help British commercial interests
by their anti-Japanese campaign against the BL Triumph Acclai?
(largely overcome for the moment) and through heavy subsidies

to their textiles industry.

BRIEF NO 9: United Kingdom Economy
23

The brief both considers the state of current policy

developments and reviews the outlook for the UK economy:

BRIEF NO 10: Italian Economz

24, 3 4 e
The Italian Government should do all it can (withiP H

CONFIDENTIAL

BRIE
25.

CONFIDENTIAL
go 11: Regional ISSHES
" -
(%) Israel Lebanon

gy the time of the Summit either Mr Habib will have
succeeded in negotiating the PLO's withdrawal or the
Israelis will have attacked West Beirut. Discussion
might concentrate on the future of Lebanon,

particularly peacekeeping arrangements.

(b) Southern Africa/Namibia
The five encouraged by recent signs of South African
flexibility, and have intensified consultations
(while keeping them confidential for now) with a vie;v
to beginning implementation of the UN plan this year;
but to meet the deadline we shall need positive responses
from SWAPO and the other Africans. Provision for
withdrawal of Cuban troops has now become an essential
element in a settlement; although this is an added
complication we hope the Ten will recognise the

benefits of securing a wider regional stability.

(c) Latin America
Understand given the large Italian overseas population
in Latin America (eg Brazil and Argentina) Italian
concern over need for good relations between Europe
and the nations of that continent. Share this desire.
Many countries in South America understood the
Principles behind our action over the Falklands.

Damage done to relations should not be

€Xaggerated.

- I

10¢
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(d) Iran/Iraq

the Wes :
No direct role for T *to pPlay, Staud i geasonable chance of intercommunal talks continuing on
support constructive efforts by Islap V

C Stateg % course through summer; but prospect of Greek Cypriot

region to bring about a negotiateq set by

tlement_ recourse to UNGA in autumn, when may need to concert

action with Italians and others. Greek Cypriots have
(e) Horn of Africa

; reacted strongly to Turkish Prime Minister's recent
Traditional Somali/Ethiopian animosity eXacerpy,
ed

visit to Northern Cyprus.
by their current international alignments,

The 14
: aljy, LA
more involved than we with the countries of o 1 1 GRIEF NO 13: Internal Political Scene
oml : : 4
What do they think of the prospects for the area? 97 spadolini's coalition government soldiers on but prospects
for the future bleak. Relations between principle partners,
or Sy
(f) Central America 3

the Christian Democrats and the Socialists, deteriorating.
Situation remains confused and potentially explosiye B e 'lay’ parties continue to make electoral gains, albeit
o Somoat Cuban-backss small, at the expense of the Christian Democrats and opvposition
subversion. The leftward drift in Nicaragua still

Communists.
gives cause for concern. The Italians might be asked
: lear Collaboration
whether they think it is worth persisting with BRIEF NO 14: UK/Italy Nuc
substantial aid to the regime there 28. Italy has not taken up earlier overtures for collaboration

on nuclear reactors. Although UK industry is now preoccupied
BRIEF NO 12: Mediterranean Issues

domestically, it would consider any new specific propositions.
26, (eay Libya

No illusions about Qadhafi's capacity for mischief.
Favour cautious dialogue, but modest improvement if
relations since 1980 set back by hostile Libyad

attitude over Falklands. Marking time.

(b) Malta

i ‘ : owards
Continuing concern at potential Maltese drift

: , ted ?
Soviet Union, Foreign Interference Bill, expe? 0

Forej
) gn and ¢ i
- ern ommonwealth Office
Decome law in Se for con¢
ptember, further cause lJuly 1982

R e ; (85
Justification fop exceptional EC aid for Maltd

advocated by Etalyy .

=~ 12 -
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[TALIAN SUMMIT, 7 JULY 1982
LO—

ANG

UK OBJEC’I‘IVEs

o consolidate good working and personal relations between
s
pe Prime Minister and the Italian Prime Minister, and to seek
i«
¢o make Anglo-Italian relations as important a factor in

rtalian thinking as are Italian relationg With France and the

FRG.

5. To explain to Italian Ministers and also in public eg
through a press or TV interview, HMG's attitude towards the -
Falkland Islands dispute, the future of the Community, and

other issues where Italian public opinion has not understood

us or has failed to give us full support.

3. While showing that the reasons behind Italy's failure to
maintain European Community solidarity over economic sanctions
against Argentina-are regretted, albeit understood, to

describe HMG's longer-term thinking of relations between

Europe and Latin America.

438.To exchange views on domestic economic management and to

Teview outstanding issues following the Versailles Summit.

5. Within the framework of UK commitment to Community

fembership, to explain the imperitive need to find a solution

COml 5 4 % 5
finity g Period without further discussion of this divisive

|
\
t x
0 the EC budget question by November, in order to give the

Subject

"1ess agreement nas already been reached, to persuade the

Itali

CONFIDENTIAL 102
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procedures, following the overriding of the Luxeay
OUrg

compromise on 18 May.

7. To exchange views on transatlantic and East/WeSt
el

defence questions and arms control. atio,,sl

8. To discuss those areas, eg the Mediterraneapn Lat{

2 n

America and Eastern and Southern Africa, where the T
aliapg

have special experience or interests.

CONFIDENTIAL

CONFIDENTIAL i

gpLy TTALIAN OBJECTIVES
LIKE

ro allow Senator Spadolini to demonstrate that Anglo-

n relations remain healthy despite some recent

1talid

gifferences over, eg EC sanctions against Argentina. and
community questions, and to reconfirm Italy's claim to be a
top—table partner.

2. 1O underline Italy's commitment to greater European
integration and to probe UK thinking on the Community's
future.

3. Within this framework, to express concern at the growing
threats to the Community's cohesion and to put forward ideas
for strengthening the Community, including greater

concentration and expenditure on new Community pelicies.

4. To press for early agreement on the Genscher /Colombo

proposals on European Union.

5. To compare notes on international and domestic economic
issues, especially inflation, unemployment, interest rates

and public expenditure.

6. To review the progress of the NATO double decision,
including the siting of INF bases and the progress of

disamament negotiations (START will be topical).

7+ To discuss East/West relations, including Poland, credits

for the Soviet Union and more generally the future directions

of Soviet policies.
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8. To stress the importance which Italy attacheg .
el

08¢

European/Latin American relations and the danger v
I

ta
sees of Soviet gains in the regions at UK expenge ly

CONFIDENTIAL

CONFIDENTIAL

ANNEX C

pgRSONALITY Sy

genatoT Giovanni Spadolini

or Emilio Colombo

g. Sisrn

3 senatoT Beniamino Andreatta
4. SenatoT Salvatore Formica
5: signoT Giorgio La Malfa

6. SignoTr Sergio Berlinguer

7. SignoT Francesco Malfatti

8. Signor Bruno Bottai
9. Signor Maurizio Bucci

10. Signor Andrea Cagiati

1. SENATOR GIOVANNI SPADOLINI
Prime Minister (Republican).
Born Florence 1925.

Professor of History at Florence University. Has specialist

knowledge of Church-State affairs during and after the
Risorgimento and has written several books on the subject as
"ell as a number of political biographies. Editor of 'Il
Resto del Carlino' (1955-68) and of 'Corriere della Sera’
from February 1968-March 1972 when he was sacked, allegedly
It was

b : :
fieiose the paper lost money during his editorship.

gty accepted that there was no political motive for the

dismiSSal‘
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Senator for Lombardy since June 1972, Spadolinj Hag
¢

Ont
to write articles for the press, especially in“eﬂ

L Epoca '

i)
Stampa', and ‘to give lectures, even as Prime Ministe,

i e
peen the leader of the PRI group in the Senate and gy, by
i
man of
Vas
Minister for Cultural Affairs and Environment under y,
0

the Standing Commission on Education of the Senate .

76. He became Party Secretary in September 1979, §ge is the
only Party Secretary at present who chooses to Sit ip the
Senate rather than the Chamber; this reflects hig Preferey,
for a more orderly form of political debate ang dislike of
tactical battles in Parliament (always fought in the Chamberl);
Spadolini formed his government in June 1981 after Forlanj
resigned. He surprised most observers by his energy and
capacity for coalition management, and made a real effort to

implement key elements of his government's programme, notably

the limiting of inflation to 16% in 1982 and restriction of th

PSBR.

Consistently friendly towards Britain. Large, loquacious and
Somewhat pompous in manner, but can perform quite effectivelf
on television and is popular with journalists. Highly

intelligent and Occasionally witty. Speaks French and SO

- English. Unmarried.

2. EMILIO COLOMBO

Mini i
Ster of Foreigp Affairs (Christian Democrat)-

Born i i sented
in 1920 ip Potenzga (Basilicata), 3

which he has T€P

CONFIDENTIAL

r 1oy,

CONFIDENTIAL

1iament since 1946. Doctor of Law. Like Andreotti
ar

P
" protege of De Gasperi, he became a junior Minister at
other
an b e of Agriculture 1955-58 and for Foreign Trade 1958-
gm0
: As MinisteT for Industry in the following three years he
59- ;

gas respon
cricity industry (a watershed in Italian politics). He
c

sible for organising the nationalisation of the

e1: concurrently in charge of relations with the EC and led
:e Italian delegation in the first British entry negotiations.
As Minister of the Treasury without a break from 1963-70,
together with Carli he overcame more than one economic crisis

and successfully defended the lira.

prime Minister of a centre-left government from August 1970

to February 1972. His task was made difficult by intense ‘
quabbling within the DC Party, aggravated by his own efforts to ‘
put through needed reforms, and by the Socialist overtures to 1
the Communists. Colombo's position became untenable when the 1
Christian Democrats and the Socialists, though parties in the |
same coalition government, supported different candidates in

the presidential election at the end of 1971. Resigned February

1972,

Colombo returned to the Treasury in Andreotti's single party

Christian Democrat government, February-Jume 1972, but occupied
the comparatively unimportant post of Minister without Portfolio
for relations with the UN during Andreotti's second government.
Colombo returned to a senior post, that of Minister of Finance,
When

ore
Rumor formeq his government in July 1973. He once m |

R i the
took over the Treasury in March 1974, remaining there until t

! : i est
Genery) Election in June 1976. Mr Roy Jenkins tried to inter

103
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him in joining the Commission, but he declineq,

Elected
dent of the European Parliament in March 1977 b
» he

Presi

diq
job well for more than 2 years. Brought in ag Forei gy : the
i
by Cossiga in April 1980, halfway through Italyrg EC py Latg,
esiden
Qy'

he played an important role in resolving the Problen X R
budget contribution and in making both the Venice Summy g 1qu
June 1980 a success. His pleasant personality Quickly g,
him popular with his EC colleagues and Pertini himsels Urgeq
Forlani not to move him from the Foreign Ministry. Colomp,
retained his post for a third term under Spadolini followiy,

the resignation of the Forlani government in May 193],

Colombo is a devout Catholic. Unmarried, he is said to pe

a lay Franciscan who has taken a vow of celibacy. A handsonme,
highly intelligent and hard working man with a quiet sense of
humour. Beneath his gentle exterior, he is a capable politica
At the same time, his lack of a real power base was probably

his own undoing as Prime Minister. He runs a small factionin
the DC Party which in general takes a neutral stand in interd
party squabbles. He suffers from catarrh of a rather pronou

kind which makes him restless and twitchy. He retains clos

links with his home area in the South and was the first Minist &

on the spot after the earthquake of November 1980.
1
Colombo has been a good friend of Britain, which he haS ofic

visited. He

Speaks good French but scarcely any English.
and

is EC

likes music ang collects old silver. He is ambitious:

tr £
avels the world incessantly. His reputation among B

colleagues hag risen steadily.

CONFIDENTIAL
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JENTAMINO ANDREATTA

e Treasury (Christian Democrat).

. prento in 1928. Professor of Economics at the Catholic
ersity of Milan and subsequently at the University of
Univ

logna, Wwhere he was Director of the Institute of Economics in
Bo p

pe Faculty of Political Science. A liberal economist, he
the

1so played 2 leading role in running a DC Economic research
a

group (AREL) in Rome.

one of the most respected 'technicians' of the DC party, he ' .
was for many years an economic adviser to the late Aldo Moro,
to whom he was close politically. Elected Senator in 1976

for a constituency near Bologna, he was an active member of

the Senate Finance and Treasury Committee from 1976-79 until
his appointment as Minister of the Budget on the formation of
the Cossiga Government in August 1979. Reappointed Minister
without Portfolio, with responsibility for co-ordinating
economic policy, in Cossiga's second Government in April 1980.
He moved to the Treasury when Forlani formed his first govern-
ment in October 1980, replacing Pandolfi. His political
Teputation is as an immensely ambitious, financially scrupulous
outsider within the DC. Unusually for a DC Minister, he relies
iPon able technical advisers many of whom are politically

e X
Ommitted tq other parties.

A large' well

talkative man, with a sarcastic sense of humour,
di : A P
"SPosed to Britain. Chain smokes a pipe. Normally friendly
but

a8 on occasions be surprisingly rude. He speaks sas

Engy s : 4
Blish and studied Economics at Cambridge for a period in the
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1960s, as well as in the United States. Knowp ad

'Ninol
(the diminutive of his Christian name). Marrieq v
o Wk

teenage daughter.

4. SALVATORE FORMICA
Minister for Finance (Socialist).

Born in Bari in 1927 and still lives there. He hag 5 de
8ree

in commerce and economy and has spent most of hig life ip
trade. He was elected a Senator in 1979 for a Milanp °°"5ti;_‘
uency and served on the Budget Commission of the Senate, He
became Minister for Transport when the Socialists joined

Cossiga's second government in April 1980, retained the post
under Forlani, and was appointed Minister for Finance (revem

collection) in Spadolini's government in June 1981.

Married.

5. GIORGIO LA MALFA

Minister for Budget (Republican).

Born in 1939 in Milan, where he lives. He is the son of ¥*

famous PRI leader. Ugo La Malfa. He has a degree in 18V e

oliti 8
p ical economy and has been a university teacher. e

elec i
ted a Deputy in 1972 for a Turin constituency and ot

remained in the Chamber ndust?!

serving on the Budget and I

Commissio ; g
ESHE Rt 178t became Minister for Budget wheP g

CONFIDENTIAL
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p11canS joined Cossiga's second government in April 1980.

RepY
s generally thought to have made a reasonable success of

ge *

difficult post, although relations with Andreatta have

this ;
y always been easy. His fundamental aim is to introduce some
no
sure of medium term planning into the economy rather than
mead
[giving ToCOUTS0 always to stopgap solutions for every crisis.
e
Married.
6. SERGIO BERLINGUER
Diplomatic Counsellor to the Prime Minister.

Born at Sassari in 1934; a cousin of Enrico Berlinguer. He
has a degree in law from the University of Rome. He joined

the Foreign Service in 1959 and worked in the Ministry until being
posted to London as Third Secretary in 1962. He stayed there
for 10 years, being promoted steadily to Counsellor and filling
a2 number of consular and diplomatic posts. Returning to the
Miniétry in 1972, he ran the Press Department until seconded to
the Prime Minister's office as Deputy Diplomatic Counsellor in
1973. Deputy Head of the Foreign Minister's Office, 1974-76.
He then returned to head the Ministry Press Office before being
Seconded again to the Prime Minister's office as Diplomatic

COunsellor in August 1979 (with the rank of Minister Plenipotent-

iary),

B : e
erlingyer has an English wife and two daughters born 1n Britain

for s t
"iom he is seeking UK citizenship. He speaks excellen

Engyy
sh anq jg very well disposed towards us.
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7. ANDREA CAGIATI
Ambassador in London.

Born in Rome in 1922. He graduated in law frop the yp;
lVer

5
of Siena in 1944. He joined the Foreign Service TR ity
a]

after the usual period in the Ministry wentto Parig 7 195:d
Vice-Consul in New York in 1953. In 1955 he returneq ¢, the
Private Office of the MFA Under-Secretary. First Secl‘etary
(under Counsellor) in Athens 1957-60. Consellor ip Mexico
City 1960-62. After a brief spell at the Italian Missiop to
United Nations, he returned to the MFA to head the NaTQ Debari.
ment from 1963-66. Appointed Ambassador in Bogota in 1968
but soon returned to the Ministry. working in the Diplomati,
Institute (1971) and as Diplomatic Counsellor in the Prime
Minister's Office (1972). Ambassador in Vienna, 1973-79.

He replaced Ducci as Ambassador in London in January 1980.

As Ambassador in London he began by encouraging his staff to
greater activity than some of them had shewn under Ducci. £
himself is always very prompt in carrying out his instructio
and if he errs it is by excess of zeal rather than the revers

Able, sharp and ambitious, he defends Italian interests Wiff

energy. Despite social pretensions he has found out 2 good

4 4 3 is
deal about Britain in a short time. Tall and impressiveé: s

wife is German; they make a handsome couple.

8. FRANCESCO MALFATTI

Secr ks z
SEATy-Genmeral, Ministry of Foreign Affairs.

CONEFIDENTIAL

CONFIDENTIAL

B aiennt 1840+

. entering the Diplomatic Service, had an early career as a
efor

B .

L Servant during the course of which he was Labour
Home |

pe to the Italian Embassy in London from 1944-46. Entered
Attac

piplomatic Service in 1947. In his early career served in
the

Geneva, yunich and Paris (where he was nominated Counsellor

in 1957) - He also served as Italian representative to numerous
pegotiating missions, some of them to London. Head of the
cabix;et of the Foreign Minister Saragat (PSDI) in 1963. Followed
saragat to the Quirinale when the latter became President in .
1964. Ambassador in Paris from 1969 until his nomination as

Secretary-General in September 1977.

Malfatti owed his entry into the Diplomatic Service to the
Patronage of the veteran socialist leader, Nenni, who arranged
for him to be appointed 'by decree'. He has always professed
socialist sympathies. Listed in May 1981 as involved in the

'P2' Masonic Lodge affair but nothing was proved.

Though he does not appear to have been a particularly active
ambassador in Paris (apart from nurturing a friendship with
Mitterrand), he has been a fairly effective Secretary-General

at the MFA, although Ambassadors have not found him very

accessible,
. : : i 4
Retains warm memories of kindness shown to him in London in 19 4.

Nt &
°TkS late every night and never goes out Soedally, although he

Plays tennis regularly. Can be severe, but helpful when he feels
like ;
'T.  Speaks excellent French.

Married.
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9. BRUNO BOTTAI

Director-General of Political Affairs, MFa.

Born in Rome on 10 July 1930. Went to Rome UniVersity
where

Joined the

Diplomatic Service in 1955, working in the DiTECtOrate o
~Gepe

he graduated with a degree in Law in July 1952,
of Economic Affairs. Vice-Consul in Tunis from 1956‘58_ T3]
Second Secretary in the Office of the Italian Permanepy
Representative to the European Community in Brusse]s from 15,
61. MFA - Planning Department - from 1961-66. Counsel]oy L
London from 1966-68. MFA - Vice Head of the Minister's Cabi.n‘et
from 1968-69. Counsellor at the Italian Mission to the Holy
See from 1969-70. Seconded to the Council of Ministers ag
Diplomatic Adviser to the Prime Minister from 1970-72. up.
Head of News Department - from 1972-76. Vice Director-Geners
of Political Affairs from 1976-79. Italian Ambassador to the
Holy See from 1979-81.

A bachelor seen about frequently in Roman society, he is an
able and hard-working man chosen by Minister Colombo himself
for the important and onmerous job of Political Director. S
several languages fluently, including English, French, Ger™

and Spanish, and is widely read.

10. MAURIZIO BucCI

Director General for Economic Affairs, MFA.

i
i Pl Sl .versl'
Born in Isernia ip 1923. Graduated in law from Rome Unl

CONFIDENTIAL
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ge joined the Foreign Service in 1949, and after a

945.

1
in i

jod in the Ministry went to the Italian Delegation to NATO
per

gs52. He was Vice Consul in Paris from 1955-58 and then
: i »
in

" Luxembourg as First Secretary. 1In 1961 he was
went

¢ de cabinet of the Vice President of the EC Commission,
Che

romoted to Counsellor in 1962. Counsellor at the Italian
Zission to the EC from 1963-68. He then returned to the
yinistry to work on economic affairs until posted as Ambassador
to Damascus in 1973 and to Brazil as Ambassador in 1976. He

pecame Director General of Economic Affairs at the MFA in

November 1979. He would have preferred to stay abroad.

Friendly and helpful, he is less at home in smart Roman society
than many of his senior colleagues at the Farnesina. Speaks

French and English.

Married.
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_West Political and Economic Relations

ast

A. 2
pefence Questions and Arms Control

B.

: crises: Falklands (including Central and Latin
America), Lebanon, Middle East (including Iran/Iraq)

B Regional Issues: Mediterranean, Eastern and Southern
Africa

£ European and Community Issues including Luxembourg
Compromise, Budget Questions, European Union and
Enlargement

F. Economic situation (after Versailles, and including

credits and contracts with the Soviet bloc)
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10.

1L S

CONFIDENTIAL
EFS

gteering Brief

galkland Islands

guropean Community Topics

(a) Co
(b) European Union including Luxembourg Compromise

mmunity Budget Problems

(c) Other Community Issues: Enlargement

(¢) (i) Super Sara: reactor safety project
US/European Relations

Defence and Arms Control

(a) UNSSD II

(b) INF, START, MBFR

(¢) Collaborative arms projects

(d) UK defence policy (post Falkland Islands)
East/West Political and Economic Relatioms
International Economic Issues

International Trade Issues

UK Economy
Italian Economy

Regional Issues

(a) Israel/Lebanon

(®) Southern Africa/Namibia -

(c) Latin America

(d) Iran/Iraq

(e)

Horn of Africa

(D)

Central America
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12. Mediterranean Issues
CONFIDENTIAL

s s1C STATISTICS

AN BA
(b) Malta ) 1
' :v ) I& UK
b i illions 1998
(c) Cyp populatio? (mi 15 = .
57.1
: ce (millions) 1900 ] 53
13. Italy: Internal Political Scene gabour FOT 1980 22'2 26.2
s 26.1
unemployed (per cent c))f
14. UK/Italy Nuclear collaboration Clyiidan Labour Force 1323 g 6.9
March 1982 "

s Domestic Product
on dollars) 1980
1981 345.1

Gross
(Billi

GDP per capita
(Dollars)

Annual Rate of Growth

of GDP (%)
1981 0.0

Amnual Rate of Growth
of Industrial Production (%) 1979

Consumer Prices (change

|
over year earlier (%) ) 1979 15.7 %3.3 ‘
1980 21.2 154 }
1981 19.3 11.9
Balance of Payments on ‘
Current Account |
(Million dollars) 1379 Sk1k =184l 1
1980 -98L4 gost ‘
\
Defence ‘
Spending (per cent of GNP) 1980 2.k 5.4 |
Total Armed Forces 1980 366000 343646 |
(239300 .
conscripts)
—fade
Uniteq x;
&d Kingdom exports to Italy 1980 £1,899.2 millicn
Six months 1981 £906.1 millien

United § .
“ngdon imports from Italy 1980 £2,311.1 million
Seven months 19381 £1,328.7 million |
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FALKLAND ISLANDS

BRIEF BY FOREIGN AND COMMONWEALTH OFFICE

POINTS TO MAKE

1. We greatly regret Argentina's refusal to confirm that they,
like us, regard all hostilities as at an end. Any attempt to

prolong the conflict highly dangerous a rrgs,pqnsible.
International community has shared interest in persuading her
to desist. Anything Italy could do would be much appreciated.

f PHES

2. Welcome European Community's staféd determination to react

linediately if Argentina commits further acts of force. Important

that new Argentine Government understand EC solidarity on this

Point, B

3, {5 ab.) :
Ye hope that Islanders can now live in peace and harmony with
thej : I 40 2 A & 3
S0 nej hbours ., Economic and soci rehabilitation is the

inmed; : LT
diate Priority. We are also considering further development

of e
the IsLands, and possible options for their future political

deve
lopment and security. However, difficult and complex tasks,

Which
¢
annot pe undertaken hurriedly.

CONFIDENTIAL
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Need to consult Islanders' own wishes.

EVEryO
ne!
e's best

interests lie in a peaceful, secure and Prosperqys !
Utyp
L]

for the whole region.

4. Defensive. We had been negotiating with Argentin, :
to the time of the invasion. We made clear ouyr “i“"'ngne“
to negotiate provided Argentina withdrew forces volumarily
She refused to do so. We cannot now, following the f"ghtin;
and the deaths, resume negotiations with Argentina a if
their invasion had never taken place. Not sufficient for
Argentines now to say they accept resolution 502 which
was directed against their illegal use of force, and which

they persisently refused to implement peacefully.

5. Most grateful for Italian arms embargo. Appreciate

full cooperation Italian authorities are giving in
ensuring that private dealers do not evade it. Hope Italy
will be able to continue to operate embargo for some time

to come - Argentine intentions still not clear.

6. Effect on Nato commitments. Events in South Atlantit

do not alter fact that main threat is from Soviet Union

o NATO Of

derif

No question of any weakening in UK's commitment t
- ; 2 si
major change in thiust of our contribution. Still "

in
scale of South Atlantic forces required. We will REEH

his
Very close touch with our Allies as our thoughts On t

develop.

CONFIDENTIAL

BACKGROUND

gc SANCTIONS

1. The ltalian Government stppontedithemEc o ban on
goods from Argentina when first imposed on 16 April.
However, they did not apply them after N7 mays rpsoics partly
pecause of the strong links existing between Italy and
prgentina, many of whose inhabitants are of Italian

origin, and partly because of political opposition to
sanctions within Italy, which could have led to the
government's downfall if it tried to maintain them. However,

the Government continued to speak out strongly in support

of the UK.

NEGOTIATIONS WITH ARGENTINA

2. Following the repossession of the Falkands, Sig Colombo
wrote to the Foreign and Commonwealth Secretary urging a

prompt renewal of the negotiating process, as a demonstration
of Britain's traditional political forsightedness and
magnanimity . This message was received shortly before the

EC Foreign Ministers' meeting at Luxembourg which decided

°n 21 June to Lift sanctions. No formal reply was sent to

Sig Colombo, but the Foreign and Commonwealth Secretary thanked

him for the message which was useful in preparing for the

mEEting_

/3...
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ARMS ENBARGO

3. The Italians have been very cooperatijye in fol|
Ouin
4 S A §
up leads we have given them in individual Cases Th
. ey
But Ita“an
arms dealers have extensive links with thejp Argent;
ne

have operated their arms embargo strictly,

counterparts, and the Italian Government ig Likely o il
to Llift its arms embargo as soon as possible (although i
have had no sign that they are planning to do sq ahead of
other EC partners or to take a lead within the EC on this)

Appreciation for help so far, and an exhortation to keep

going for the immediate future, would be appropriate,

NATO COMMITMENTS

4. The publication of the statement on 'Defence Estimates
1982' has made it clear that the UK still sees the main
threat as coming from the Soviet Uniton and that our
commitment to NATO remains as strong as ever. Work on the
size of the UK South South Atlantic force is still going
on. It is too early to say what the full effect will beo

3 ¥ itted
our NATO commitments. The UK, however, remains committé

. al
to the achievement of the NATO goal of a 3% per annum r€

. - in
increase in defence expenditure. The cost of replacind

g0t
] arrlS”
€quipment lost during the fighting, and of any futyiEes

jh WIS
l

on the Falkland Islands, will be met from money wWh

: 2 g aim.
be in addition to that provided to meet the NATO o

€quipment lost thess

in the conflict will be replaced,

necessari i i i
ly on a like-for-Like basis.

Foreign and Commonwealth Office
30 June 1982
- (' -
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:

|

COMMUNITY BUDGET PROBLEMS ‘
prief by Foreign and Commonwealth Office
|

|

Points to make

1. Fear that resumed negotiation this autumn will be
difficult. Does the Community no good to have continuing
negotiations about this, but problem is real and will not go g
away. Can we find a lasting solution which enables us to g
concentrate on Community's real tasks in the 1980s? !

2. Foreign Ministers undertook to agree by end November. " |
Should try to stick to that timetable.

3. Believe that Community budget should be broadly in line
with goal of economic convergence. Right that Italy as a
less prosperous Member State should be net recipient. But by
same logic UK public cannot understand why UK should be large
net contributor when more prosperous countries are net |
recipients, Major difficulty for us in sustaining public
Support for Community in UK.

b 1E suggested that solution lies in expanding
flon-agricultural policies and increasing own resources)
Agree that underlying source of problem is imbalance between
Communit:y spending policies, in particular dominant share of

CAp j :
* in budget ang relatively small UK agricultural sector.
To ensure -

1 esources available for other policies, vital to

i .
= Tt cap share of budget. But UK problem could not
eahstically be solved in short term by expansion of i 1
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5 alone - huge expansion would be required with new

i~ie
piet avily biassed to benefit UK,

jicies P

(1 raised) Hope problems about financing of 1982
gs can pe sorted out soon.

oints for Foreign and Commonwealth Secretary

Additional P

- nake tO sig. Colombo
ing negotiation in middle.

6 Joined spri Have been
reflecting- on that experience and on how to approach
resumption of negotiation in autumn. Have not yet formed

getailed views about the way ahead.

refun
|

:

7. Know of crucial role you played in 1980 and would be
grateful for your advice. What is best approach in autumn?
what line will you be taking? How do you assess attitudes of
other Member States? What role will Commission play?

8. Would like to discuss this and other topics with you at
greater leisure. Would you be able to come to London in
September for a day of talks?

Background -

9. The agreement to pay the UK refunds in respect of 1982 is
currently giving rise to debate in Brussels because the
commitment to reduce the normal financing shares of Germany,
Italy, Ireland and Greece imposes a large burden on other
Member States, particularly France. The Commission has

Proposed that this alleviation be accomplished by refunds to
ommunity

the four countries through special projects of C
cking this.

| Interest, but the French have led the way in atta
The main point of difficulty is the idea of refunds to

Ger g ] ; : -
Many. We have no interest in intervening in this dispute
|
|

Forej j : e
°feign Ministers agreed on 22 June to leave it to officials

to " ;
SOrt out before the next Foreign Affairs Council.
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The negotiations on 1983 ang beyond will resume

10. Probably

geptember - The 30 May 1980 agreement owed much to
in

3 the
Laiation efforts of the Italian Presidency ang Colombo in
o : :

_rticular. The Italians might be éncouraged to play a

helpf‘-ﬂ' role again in tt'xe autumn, especially now that they
have 2 precedent for being excused part of the financing
B, Italy itself was a net contributor in 1978 but now
enjoys the largest net receipts from the Community budget.
e change has been achieved by increasing Italy's share of
receipts from Community policies and in particular the cap;
at successive price-fixings the Italians have obtained
improvements in the support mechanisms for Mediterranean
agriculture, and they are continuing to press hard for more’

resources to be devoted to the Mediterranean. The Italians

frequently express the view that the only solution to the UK

problem lies in increasing own resources and expanding

policies other than the CAP. They are strong advocates of

| doing both for their own reasons. They would expect to be
major net recipients from the new expenditure and they are

T TS T

3o i

keen for the Community to regain a sense of dynamism and
growth.

Forgj
0 190 and Commonwealth Office
June 19,
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scﬂER‘CoLOMBO PROPOSALS ON EUROPEAN UNION/LUXEMBOURG COMPROMISE
6 Brief by Foreign and Commonwealth Office

pOINTS TO MAKE

1. Will continue to contribute constructively to efforts to
reach agreement on a final text of the Genscher/Colombo
proposals on European Union.

2. Luxembourg Compromise a very sensitive issue for UK.
Ability of Member State to have majority decision deferred
where it considers its important national interests are at
stake one of the basic elements in the case presented to
Parliament in 1971 for membership. Member State must be sole
judge of its important interests.

3. Note that Italy was not able to give support to views of
five Member States on 20 June that majority voting must be
deferred where a Member State considers its important
Interests are at stake. Understand this in accordance with
Position taken by Italy in 1966. Nevertheless hope Italy
Vill be able to agree that Community's practice since 1966 of
deferring majority voting where major national interests at

Stake shoulq be continued.
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BACKGROUND

Genscher/Colombo Proposals

4. The Genscher/Colombo proposals for an act &
Union were submitted to the European Councij] meet
London on 26/27 November 198l. The European Cour
Foreign Ministers, in consultation with the Commj

Ellropean
ing in
gl Invity,
ssion' B

to a f“ture

examine and clarify the proposals and report back
meeting of the European Council.

5. At their meeting on 20 June, the Foreign Ministerg had

anding‘
points. They agreed that the ad hoc group should contj

its work under the Danish Presidency.

only a brief discussion and resolved few of the outst

Nue
Adoption of a fina]
text is likely to be delayed for some time since the Danes

have shown little enthusiasm for the proposals, and may not

take place until the German Presidency in the first half of
1983,

6. The proposals do not amount to a great deal in substance.
It has been accepted that no Treaty amendment or changes in
the formal powers of the institutions will be involved. Te
proposals will, therefore, merely provide for improvements it
the operation of the Community institutions within the
framework of the Treaties; improved coordination between
Treaty and non-Treaty activities; and the possibility of
extending cooperation among the Ten into new areas. Attached
to the orginal Proposals was a separate "statement on
questions of economic integration" drafted by the Italians-'
This has now been dropped and a section on Community econ®

questions has been incorporated into the main text.

the
to 9¢°

7. As one of the two

] joint authors of the proposals:
Italians att

ach importance to them and will be anxious$

the exercise They m8Y

CONFIDENTIAL
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W&m—iﬁ
Lux At the Foreign Ministers' meeting on 20 June,

g the Foreign
.d commonwealth Secretary made clear the Government's vieyw
an

pat where 2 Member State considers that very important
tha

. erests are at stake, discussion must be continued until
in

nanimous agreement is reached. Thig position was supported
u

anreservedly by Denmark and Greece and, with qualifications,
py France and Ireland. The others, with varying degrees of
emphasis, supported the legal interpretation of the Treaty

put did not seek to reopen the Luxembourg Compromise.

g, 1In the discussion on 20 June Colombo, the Italian

Foreign Minister, reaffirmed Italy's original view of the
Luxembourg Compromise of 1966 , ie. that it was an agreement
to disagree, with only the French maintaining the view that
majority decisions must be deferred where a Member State
considers its important national interests to be at stake. He
also argued that the search for unanimity should be confined
to the item under discussion without reference to other

"unrelated" subjects.

°Teign ang Commonwealth Office
? June 194,
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OTHER COMMUNITY ISSUES : ENLARGEMENT

Brief by Foreign and Commonwealth Office

POINTS TO MAKE
i We regard the further enlargement of the European
Community with the accession of Spain and Portugal as very

important for the further strengthening of democracy in Europe

3

and for the mutual benefits that could flow from widening the
application of the Common Market.

2% The Community has always accepted that the political
benefits which will accrue from enlargement are overriding,
although we must obviously ensure that the economic costs
involved are kept within reasonable bounds.

3.  There will obviously be problems to resolve, not least

°n agricultural matters. But we think it important to get on

With the negotiations, and to concentrate on finding solutions.

B Not clegr what practical effect will be of French

attityde towards the accession negotiations. What do Italians

thinkeo

.. /Evelution
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Evolution of the Community (if appropriate)

5 The fact that in preparing for further enlargenent
Community has to examine its financial arrangementg ang
operation of existing policies such as agriculture .
how enlargement stimulates the evolution of the COmmUnlt
Arrangements which were appropriate 25 years 2go may i, o
case need to evolve to meet changing needs. The PToposeq

Commission study on the problems posed by enlargement for

Community policies will be an important contribution,

But 'we
need it quickly.
Separate Accession for Portugal or Spain (if raised)
6. Breaking the link between the two sets of the negotiatin

is not a point we need to consider now. Both negotiations
are under way and that is clearly the best way to proceed.
There will be considerable economic and political problems
in separating these negotiations and I see no reason to
address the issue now.

Mediterranean Agriculture (if raised)

7. Fully understand Italian concerns and accept need t0

e : : isting
safeguard position of Mediterranean farmers within exist

; ; g | terranet
Community. Discussions on new arrangements for Medite
farmers are under way. See no reason why these discl

1,
enlargement negotiations should not proceed in paralle

; ¢ mentSv
8. (If raised) Essential that the new wine arrangé

a0
: J 3 rrane
Which Will form part of the new arrangement for Medit®

£0
producers, pfo"eCt

should include adequate safeguards to

Jus
5
aleohol markets against new alcohol distilled fro® S¥F

9.
CONFIDENTIAL el

% den]OﬂSIh

ssions ¥
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agree on importance of iSTADIIE. Mediterranean Nort
3 n

9.
africa and role of EC agreements with Southern ang Easterp

Mediterranean countries and Yugoslavia in this, Commission
paper about to be discussed in COREPER,

10. Meanwhile regret Italian position that negotiations

with eg Cyprus should be held up until New arrangements

for Mediterranean produce worked out within existing Community
EC has contractual obligations to Cyprus, quantities are small
and repercussions for political stability and Communist

influence in Cyprus could be serious.

. /BACKGROUND
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BACKGROUND

i At the European Council, President Mitterrand Stre
the difficulties that further enlargement of tpe Commun:jed

would cause and left little doubt that the French G°Vernmz

wished to put a long-lasting brake on progress i, the acCe:
negotiations. The French for some time have clearly beep ¢
having serious problems with some aspects of the Spanisy
accession negotiations, in particular with agriculture, It
is not entirely clear whether the French are equally reluctlam

about the Portuguese. The European Council asked the Comiss,

to prepare an inventory of the problems posed by enlargemen
for Community policies and for each of the Member States ang
to make appropriate proposals.

20 The Italians, who share many of the French concerns on
Mediterranean agriculture, have not so far cast doubt on

accession negotiations, but they are also very concerned

. s 1 el
about the impact of Spanish accession on their own agricultt

g : std K
interests and have long pressed for substantial additional

support for Mediterranean agriculture. It would

ion
to know how the Italians themselves now see the accesst

negotiations in the light of the difficulties the French have

raised.

S0 be scen whether the French st+1EL w:l{:‘
ta

» ‘me
PrOmDE Some Member States to advocate a different ®2

nt
mome
the two sets of negotiations. Our best line foT the

/ rensi”

CONFIDENTIAL

pe of inte™
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e o emphasise the importance we attach to progess

remail

- poth negotiations and to underline the practical and
political advantages of having both countries accede together.
quﬁ

A% " The Mediterranean producers of fruit and vegetables,
olive oil and wine (basically Italy, Greece and France)

fear with justification that they will be undercut by the
Spaniards on enlargement. Negotiations are therefore
continuing to establish new arrangements for Mediterranean
agricultural products within the existing Community
(reforming the so called 'Mediterranean Acquis') before
Spanish accession. The Mediterranean producers would

like to see agreement on an improvement of their competitive
position within the Community by bolstering the market support
arrangements. The Agriculture Council is committed to taking
decisions on fruit and vegetables and on olive oil by the end
of October. The former should not involve major problems

but olive 0il will be difficult.

5. On wine, there is a point of difficulty on which UK and
Italian interests differ. As part of the reform of the
Mediterranean acquis new arrangements are under discussion
to sanction (and in some cases compel) the distillation of
Increaseq amounts of surplus wine into alcohol. The UK
With Dytchp support is insisting on safeguards to protect
e EC o) sohol market (eg Scotch whisky and BP's industrial

a ant
1cohol Production). The Italians with French support wan

mo s i .
e money to support extra distillation operatlons

,./The
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The issue will Dbe discussed further in the Agricultu
Ta)

Council in due course. There is probably no €asy answer. The Commission have just produced

0O purpoge in with

A rocating among other i
raising it in Rome. If the Italians refer to it 1t a paper adv g things much greater
s t ) ia1 expenditure. Discussion j 3
would nevertheless be advisable to underline the inpost fipancld n in COREPER is about to
anee

s 3 laece:
we attach to safeguards for the existing alcohol Mmarket take P
anq

the inadvisability of penalising the alcohol Producersg i
help Mediterranean wine-growers.

6. We are very prepared to get on with the negotiatiopg
on the Mediterranean acquis but see no reason why there
should not be parallel discussions on the Agriculture Chapters
in the accession negotiations.
i A by-product of French and Italian concerns on Meditermsﬂ
agriculture has been to delay agreement oOn new trade regime
with the Cypriots. At the June Foreign Affairs Council, the
Italians made it a condition of agreement to an EC mandate for
negotiations with Cyprus that there should be an accompanyis
declaration saying that there should be no concessions o1
Mediterranean products for the Mediterranean countries with
whom the Community has preferential arrangements until ther
was agreement on reform of the Mediterranean acquis: TE
was not acceptable to other Member States.

8. More widely the Italians and French have concerns

a0
. aanl st
the effects of enlargement on the economic and polit?

T B . vhich
of the North Africa producers of agricultural foods ¥

16
: urab
under their agreements with the EC now have more tay /

access arrangements than Spain enjoys.

FORE Gy
] G AND COMMONWEALTH OFFICE
July 1985
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SUPER SARA: REACTOR SAFETY PROJECT

Brief by Foreign and Commonwealth Office

Line to Take (if raised)

1. UK supports research into reactor safety. The last
Research Council expressed doubts about this project. These
stemmed in part from the recent report by Sir John Adams
which was commissioned by the European Commission. We need
to besatisfied that the difficulties identified by Adams can

be solved and that the project can be completed on time and

to cost.

Background

2,

The Super Sara project is a major part of the Community's
Reactor Safety Programme. The project is to assess the effects
°! serious damage to fuel im SRENEEENENLS being carried out at

t . v
he Community Joint Research Centre at Ispra in Italy.

Super Sara was discussed at the Research Council on

30
June, but pg final decision was required. We, The Netherlands,

CONFIDENTIAL




France and Germany expressed strong doubts gy
out t
Only the Italians supported the Commission prg he Proge,
DOSala

continuation. 1t§ ‘

4. (Not for disclosure)

Super Sara has had a troubled history and hag pr°duced
results so far. Cost is now estimated at about £140p

the original estimate - and is bound to rise. 1gg ext; i
posts have been requested (for which there may not evenab
enough qualified personnel in Europe). We doubt Whethey 1
likely results could justify expenditure of this magnitud:h- ‘

We seriously doubt Ispra's ability to complete the Droj
Oject

successfully.

F
oreign and Commonwealth Office, London

1 July 1982
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US /EUROPEAN RELATIONS
Brief by Foreign and Commonwealth Office

Points to Make

1. Will always be a difference of opinion and interest
among the Allies. Diversity is one of NATO's strengths:

Warsaw Pacts's uniformity papers over fundamental differences

of national interest.
2. But disappointing that economic issues have soured
transatlantic relations so soon after the Versailles and

Bonn Summi ts, eg. trans-Siberian pipeline, steel.

8. Pipeline is the most serious problem. We must work
ha

rd to Teverse American decision.
4,

Ang Must get across to the Americans the importance of
genyq
nulne consultation’ and of give and take. Only the
Rusg ; i t
SSiang will benefit from Alliance divisions - which canno

e wh
at the Americans want. e
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5. Need also to educate United States aboyt compyq
; 3

ty o
i
East/West relations.

6. Doubt the need for new mechanisms eg. Euro/Americ
an

friendship act proposed by Colombo, or inStit“ti°na11iM

proposed by Tindemans. Main task is to make fy]; use of 4
J

links that already exist.

7. Particularly important to influence selecteqd indhudul
Americans through high level contacts, especially witp Shult,
and key men in White House and NSC. Important also not

to give the impression in public of damaging Transatlantic

split.

ESSENTIAL BACKGROUND

8. Signor Spadolini, like us, will want to put pressure
: ing
on the Americans for genuine consultations, while playl

down Alliance divisions in public.

i ern
9. European Council on 28/29 June expressed its conc

(0]
at the recent American decision to extend the embaT®
on oil and gas exports to the Soviet Union

0
g ; sees
to overseas subsiduaries and licen

; is p#
US companies. An economic disagreement, but cause

political - Reagan's primitive East-West philosophy'

olomb"'5

10. [NOT FOR USE] /cd

Sceptical about the value ©of c
COFHWDENTTAL

CONFIDENTIAL

| earlier this year for a Euro-Americausiicnasiesn:
cal

 niscent of Kissinger's disastrous call for a New
Reml

1antic Charter in 1973.
At

| Also sceptical of Tindeman's call for US/European
Ul

titutional link, with regular contacts at Ministerial
ins

e though advantage in some closer contacts between
e )

us and Commission.

12. See also Annex on Western consultations (restricted

distribution).

Foreign anq Commonwealth Office

30 June 1989
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UNSSD II
(Brief by Foreign and Commonweal th Office)
points to Make

1. British and Italian views on disarmament close: good
cooperation between our people in Geneva and New York.

5. Western statements at Special Session notable for
realism. Gromyko's worthless pledge not to be the first
to use nuclear weapons was exposed by subsequent Western
speakers. But Soviet agreement to place a part of
nuclear installations under IAEA safeguards and apparent
readiness to accept on-site inspections for verifying a
CW ban are welcome.

Background (may be used)

3. UNSSD II is due to end on 9 July, but we see no sign
of consensus on the main items on its agenda: the review
of implementation and the comprehensive programme of
disarmament. The Session will be a disappointment to the
non-aligned and to some sectors of opinion in Western
Europe. Further briefing will be submitted later if
necessary.

4. Mr Spadolini spoke on behalf of Italy; one of his
Suggestions was to set up an international organisation
for the verification of arms control agreements. We

Are sympathetic, but think that verification is best
Considered ip relation to specific agreements rather than

in the abstract .

5. own.

Italy's views of arms control are similar to our
They offer useful support in NATO in resisting demands o
ZWEep%ng measures of nuclear arms control.

* Signor Andreotti, a former Italian Prime Minister,

ad
dresseq the Special Session on behalf of the Inter-

Par) 4
“Bmentary Unien on 23 June.

Fore
. 80 ang Commonwealth Office
June 1985
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DEFENCE AND ARMS CONTROL: INF, START, MBFR

Brief by Foreign and Commonwealth Cffice ;

|
POINTS TO MAKE
INF
1. NATO's commitment to zero option, combined with
continued preparations for deployments, beginning to pay
dividends. Russians forced to change propaganda tune
and, recently, their position on some secondary issues
of substance.
2. Can expect further Soviet moves, as dates for first
Cruise and Pershing II missile deployments approach. ]
Lesson of 1ast two years is that unwavering NATO commitment
to modernisation programme offers best prospect of

con i
¢rete progress on arms control.

Renewa of strategic arms control and US proposals

fo :
T reductiong warmly welcomed in UK, despite other

preoccupations /4. NATO

= T
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4. NATO should support publicly US proposals fop ooy

on ballistic missiles as most destabilising systeps

= ag

in NATO Summit Declaration. But also important thEL
Americans counter Russian propaganda by repeating
willingness to include bombers and cruise missileg in

strategic role.

MBFR

5. New Western initiative demonstrates Alliance is ip
earnest. Now look for similarly constructive response
from East. Unlikely, but will regain initiative for

Alliance. Important vis-d-vis Western public opinion,

ESSENTIAL FACTS

INF

6. Italians have not waivered over NATO's INF double
decision. Italian anti-nuclear weapon movement is
smaller than Western European counterparts although
growing. Preparations are under way at Comiso, the
cruise missile base in Sicily, although these will not

be completed until a few months after the planned laté

1983 deployment date.

7. By extending both their unilateral moratorium OB

longer-range INF deployments and the area of reduction®

under an INF treaty, to include weapons capable of

p e
striking Europe from east of the Urals as well ‘as FESB

/stationed

=
CONFIDENTIAL

CONFIDENTIAL

stationed in Europe, the Russians appear to have accepted
jestern criticism that their previous position enableq

chem to target Western Europe with weaponsistasionse just

cast of the Urals.

o NATO'S Special Consultative Group still meets
regularly to discuss the INF negotiations. The Italians
are also members of a restricted 'Inner Group' of

the SCG (the other members being the UK, US, FRG and

Belgium). They regard their important INF role as

a ticket to the NATO top table.

START

9. The talks began on 29 June. Main US objective

to reduce element of strategic instability caused by

the growth in heavy accurate MIRVed ICBMs capable of

a 'first strike' on US land-based missiles. Have

proposed major cuts in ballistic missile warhead

numbers for a first phase and cuts in 'throw-weight'

(aggregate weight of warheads and associated equipment,

Which is a measure of destructive potential), in a »
Sécond phase. Russians have been critical but careful ;

0t to limit negotiating possibility by going into

details,

BT

0. Alliance poised to launch new proposal involving

*ingle, stageq agreement. Comprises present essentially

S §
Ymbo1j o US and Soviet reductions for Stage I (1 year

fo
T Teductions, 7 year for vepiffdmtien). But also

/requires
CONFIBENTIAL 129
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requires firm commitments from all direct participants
at_the outset to take significant reductions oyer 5 “vag
timetable to reach 900,000 combined common ceiling, e
subject only to Stage I reductions being Satisfactorily
verified. Key Western requirements (agreed data, effGCtn&
verification, specific sub-limits on US and Soviet forces
only) still obtain. Draft treaty on these lines previmmq

and endorsed at Bonn NATO Summit, and will be tableq

in Vienna shortly.

11. New approach will be no easier to negotiate than
predecessor. But takes significant step towards major
Eastern requirement - firm commitments by all participants
from the outset. Thus demonstrates seriousness of
Alliance commitment to effective agreement, involving
significant reductions, in conventional as well as

nuclear forces.

12. Presentation of new Western initiative delayed by
last-minute French concern over implications of any
eventual agreement for Berlin. US and UK have provided

French with appropriate assurances. Draft treaty will

be tabled in Vienna on 8 July.

Foreign and Commonwealth Office

30 June 1982
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DEFENCE AND ARMS CONTROL: COLLABORATIVE ARMS PROJECTS

Updated Brief by Ministry of Defence

POINTS TO MAKE
1. Mr Nott discussed the EH101 helicopter project, our most
important new collaborative programme, with Signor Lagorio last

week. A cornerstone of future Anglo/Italian industrial
collaboration. We hope that your Parliament will soon give

approval for the necessary defence development funding and that
administrative processes thereafter can be kept as short as

possible. Essential that we exploit the commercial as well as
defence opportunities and trust that Italian Government fully

SUPPOTt this. We hope too that you will see the SEA HARRIER as

VeXy attractivewdn the light of its performance in the Falklands l
“1d the building by Italy of the GUISEPPE GARIBALDI with its

Ski-deck | We stand ready to provide further information.
PACKGROUND

2, i is
Some g0od collaborative programmes. Tornado production

i Yell; ang yk has recently confirmed its intention to procure
t
s Self-Propelled Howitzer now in advanced development.

S 4 ; e
Cope for pey programmes is limited by need not to jeopardise mor

CONFIDENTIAL -
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St 1inks with France and Germany ang by Italian tendency to
imp

el projeCtS principally as a way of Securing transfer of
reg

chnology to build up national capabilities, But there are
te

¢hwhile prospects in some areas,
wor

;. EHI0L. EH101 is an anti-submarine warfare helicopter intended
to replace the Sea King in RN service from 1990/91 and to enter
cervice with the Italian Navy (MMI) in a similar timescale.
Although larger than Sea King it is being designed to operate from
small ships and will be carried by the new Type 23 frigate. Small
numbers required for defence needs make programme dependent upon
exploiting commercial versions also, for which a substantial market
is foreseen. Project definition has recently been completed jointly
with Italy and discussions are well advanced on arrangements for
launching development as part of an integrated naval/commercial
programme. Funding would be provided by UK and Italian MOD, and

by Westland and Agusta through their joint company EHI Ltd. On the
Italian side the Department of Industry have access to Industrial
Development Funds which could help Agusta. Westland are applying
for launch aid but this has yet to be considered.

4 Mr Nott met his Italian counterpart Signor Lagorio on 28 June
ad it wag confirmed that the Italians remain keen on the project.
Tme is of the essence, however, if EH101 is to enter service
Shortly. attep the first Type 23, and the Italian Parliamentary
*PPTova) Process for the defence fundimg contribution is unlikely
© perni & Tinal Italian defence commitment to development launch

unt j A i
1l €arly next vear; ways of securing an earlier launch are being

Studje ntries
d ang Will be discussed at a meeting between the two cou
a
Ber ithy g vl

2
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Shore s late disturbing news that French are attempting to
interfere' The Italian Government appear to have insufficient
Industrial Development Funds to participate ip both EH101 ang
e kB20s French are applying indecent Pressure for 4320 witp
inducement of substitution of Super Puma (not even used by French
Navy) for EH101 and threat of integral pPackage 1link between ATR42
(Aerospatiale/Aeritalia 42 seat regional airliner of particular
importance to Aeritalia work load) and Italian Participation in
4320, Present Minister of Industry (Marcora) prefers EE101 but is
under pressure from De Michelis, Socialist Minister for State
participation who has strong links with French Socialists. There
is concern that a possible imminent Italian Government reshuffle
might see Marcora moved and replaced by De Michelis. To protect
EH101, a draft letter has been submitted by officials to Marcora
for him to send to the Foreign Minister and Spadolini seeking their
endorsement of Anglo/Italian agreement on a civil version of EH101.
Cabinet approval, hopefully next week, would present De Michelis
With a fait accompli should he become later Minister for Industry.
6. This information has been given frankly by officials and
their confidence must be respected. Assuming Marcora sends the
letter, the issue will be fresh in Spadolini's mind and recom-

"endation is that Prime Minister (without going into these details)

Underline to him the importance UK attaches to EH101 and the

i . -
Legration of the defence and commercial aspects.
s

Missil\epro@- Italy is to join the transatlantic Multiple

Laupcp Rocket System Project. She has also shown interest in the

u s : 13
Topean Programme to develop new Anti-Tank Guided Weapons; fu

Parti.: 3 e-
rt1c1pation would be difficult to manage but a form of involv

lep
t hag been offered,

3

132
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: Collaborative EXports.. Italy hag been fairly helpful ip
sport promotion of Tornado/RB199 ang Field Howitzer 70, and
e ’

pares our concern over German restrictions,
sha

: w' Opportunities for defence sales are limited as

a consequence of Italian policy of developing national capabilities

put Rolls Royce engines have been adopted for bPrototype AMX ground

attack aircraft and A129 anti-tank helicopters. Longer term

interest in Rapier and Sea Harrier has increased in the wake of

Falklands experience. It would be right to mention the Sea

Harrier, its performance in the Falklands (more than 30

Argentinian aircraft downed without loss in aerial combat), and

say how attractive it must be to Italy now that the through deck
carrier (the Giuseppe Garibaldi) with its ski-deck is nearly
ready for service. We will do all we can to detail the Sea

Harrier's capabilities (there is an inter-service row in Italy

between the Navy and Air Force about it).

Ministry of Defence
6 July 1982

4 |
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DEFENCE AND ARMS CONTROL:
UK DEFENCE POLICY POST FALKLAND ISLANDS

Brief by Foreign and Commonwealth Office

POINT TO MAKE

1. Falklands operation and extra costs of maintaining
garrison will be financed by funds additional to existing
defence budget. As White Paper published last week made
clear, some adjustments to defence policy in light of
Falklands experience likely. But no departure from

main NATO roles, including major land and air contribution
or European mainland, and major maritime effort in

€astern Atlantic and Channel:

ESSENTIAL pacts

2, v :
Falklangs operation inevitably involved lowering

of -
vel of availability of certain forces (partlcularly

na
) committeq 1o NATO. This will continue to affect
/forces

CONFIDENTIAL




forces providing longer term garrison.

3. Allied concern that Falklands commitmentg may inVOlve
major shifts in UK defence policy. Will be usefu] ¢,
reassure Italians that, while some adjustments may e
necessary, principal elements of UK policy as set out
in last year's Defence Policy Review will remain unchangeg
Fact that we are finding extra money to pay for Falklapgg

operation and garrison will provide extra reassurance,

Foreign and Commonwealth Office

20 June 1982
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EAST/WEST POLITICAL AND ECONOMIC RELATIONS

Brief by Forzign and Commonwealth Office

POINTS TO MAKE
1. West has captursd the high ground on political and arms
control issues. Welcome Presidant Reagan's Westminster
address. Alliance has nothing £o fear in battle of ideas.
lust continue to emphasise failures of Soviet systam

(agriculture, economy, human rights, Afghanistan, 2oland).

2. Next few months important. Resumption of INF
negotiations, START talks and possible Rsajan/Brezhaev
Summit will determine Bast/West climate. Alliance must give
maximum support to Americans, particularly in aftermath of
Haig resignation. No orospect Russians will accept need for

festraint and compromise unless Wwest is seen to be unitad

and g

R 4 4 ; ; saricus
SUXopean Council right: toceEerito Serlo
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jeopardy to open world trading Systems , B
. & Wa
must try to prevent issue being blown up out i grown's) also affected by measyres ©f 29 Decembar 1931
proportion, and exploitad by the Russiang, #7774

Lsiast neasure 13 =xtraterritorial and retroacti

va,
Important that 1n oublic we should continye e

strass underlying unity of Alliance, ang oy, g. At mesting Of French, RS EEESIE Economic
. 258=20 i T g
coamon concern over Poland. pirectors on 25-2<9 June 1n marguitiE———— Council it
- i -

£5 : : :

: oy Srthcoming me2tings witkh

- ians of Eu Llnely fact P :

s o . . Manufacturars affected, bafora
ve decided whethe © 2xXamine the gibi

BACKGROUND (Can be used freely) . Pt

= lity of supplyi
the Russians with all-E
S

uropean equipment instéa;i .

Pt e Lzgal
: = £ ~ .
. : ¢ s aAdvis2ars O~ councrie tfected will s
5. President Reagan's address in Westminstar dall j A 7 ‘ : : ; discuss legal
el i implications of 'latest US measures;
Annex A.

10. On 30 June the Secretary of State for Trade nada

fac

Hai 5 ko met for a total of ni & ;
6. Haig and Gromy (= nine hours g 18 g an order under Section 1(1) of the B ection of Tra

: ) Seaig : ding .
une in the margins of the UN Special Sessio = s
] : 2 e g the regulations as damaging

threatening to damage our trading intarests.

Interests Act 1980, caltig s

Disarmament in ¥ew York. They discussed Stratagic apg
regional guestions in an atmosphere which the Americaps
described as 'serious' and comparatively unpclemical,
According to thz Americans there were no surprises, althougt
Gromyko's readiness to contemclate the withdrawal of Cuba
trooos from Angola aftar wamibian independence, and his
agrsement that bilateral 'expert' level talks on Afghanist
should go ahead in Moscow in July, hinted at a slight
softening of the Soviet position on these two issues. Bu
this may prove more apparent than real.

7. daig and Gromyko reaffirmed their support for 2

that

o)
Reéagan/Brezhnav Summit. Thare has been speculation
1 country if

this might take place in a European n=sutra

rin

o EiIl

September or October but daig and Gromyko made

arrangements,

mersly reiterating that
well preparagd
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. THE ADDRESS BY PRESIDENT REAGAN
———

70 MEMBERS OF BOTH HOUSES OF PARLIAMENT

in the Royal Gallery, the Palace of Westminster,

Tuesday, June 8th, 1982

me journey of which this visit forms a part is a long one.
hready it has taken me to two‘great ;1t1es of tZ}e viest -- Rome
and Paris -- and to- the Economg Summit at Versailles. There,
nce again, our sister democracies have proved that, even in a
tine of severe economic strain, free peoples can work together
freely and voluntarily to address problems as serious as inflation,
wenployment, trade, and economic development in a spirit of
cooperation and solidarity. Other milestones lie ahead -- late-
tis veek. In Germany, we and our HATO allies will discuss
feasures for our joint defense, and America’s latest initiatives
r a more peaceful, secure world through arms recuctiomns.
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oo OSCUPles a special place in my heart and the hearts of
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down at me from the grand staircase a og.

staring \ R POltra;e N
Royal sajesty, King George ITT. SRS Suggested it',,g bege s
bygones be bygones and -= 10 V1eW Of our two coungrj .35t 19, V
TR ARG ding years =-— she added that S Legiiy
friendship in succeeding Jefferson t; Vo NOSE b et
today would agree with ThOI{\aih, * HAL Ta Lk repSheg,
now and then is a very gocod thing. Pt (T

From here I will go to Eonn,
a grim symbol of ppwer.untaxped? _ clin s,
gray gash across the city, 1S 1n 1ts th;:u decade,
fitting siynature of the regime that built it. ang 5
kilometers behind the Berlin Wall there is another gy, e
the center of Warsaw there 1s a sign that notes the d) iLoStanceIn,
two capitals.. In one direction it points tf)warq Hoscoy, ns»:-:'c
other it points toward Brussels, n_eadqxjfartggs Ok Hesterf mics
tangible unity. The marker says that the daistances frop P
to Moscow and Warsaw to Brussels are equal. _The sign mayes =
point: Poland is not East or West. Poland is at A
European civilization.

; 3 2t the center .
It has contributed mightily to that
civiiization.
ciled to oppression.

and then Berlin, wheras them
The "Berlin Wall e Ste

It is doing so today by being magni:'icemtly Wrees.

Poland's struggle to be Poland, and to secure the basic rigats
We often teke fo. sTanted, demcnstrates why we dare not take
those rights for granted. Gladstone, defending the Reform Bili
cf 1865, declared: “You cannot fight against the futura. Tine
is on our side.” It was easier to believe in the inevitabls
march of democracy in Gladstone's day -- in that high noon of
Victorian optimism.

e are approaching the end of a bloody century plagued by a tem
political invention -- totalitarianism. Optimism comes less
today, not because democracy is less vigorous, but because ;
democracy's enemies have refined their instruments of reprassicc.
Yet optimism is (in order because, day by day, democracy is prov=<
i1tself to be a not-at-all fragile flower.

[

From

Stattin on the Baltic to Varna on the Black Sea, the -8
régimes planted by totalitarianism have had more than 30 Yee .
establish their legitimacy. But none ~- not one regime - 1?.>
yet been able to risk free elections. Regimes planted by Pa™
do not take root. §
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Briocoa'8 Eime as a player on the stage of world histeZ¥ o
- 3l . 7] £ - = - v e - \
_31'1?;-- i :m.nx qnderstand_‘.ng this fact has always m“cs,i a0t
fa§l~n‘- "’};-h JOUL younger cousins. Well, not alwayvs par
B Well, n iways = id
I do lcca{.‘ that on one Occasion Sir Yinston Churcoill af s
2Xasneration about z D e Ai o liomate
is the ocaly ca U= one of our most distinguished <1‘~:“-°; shop
o S . £ 2 . =2 i 7
him, # ® T know of a bull who carries nis chil
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lr:duz'i-en ce and technqlogy have made life much easiér
of S pave also made it more dangerous. T
tnegur freedom, indeed, to our vVery exist
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e is, first, the threat of global war. WHo Presigent no
glgigress: no Prime Minister, no Parliament can spend a d;

ey 3152 develocments like the
and the giftg
; £or Usi==
Qere are threats now

ence, that other gener-

: entirel
free of this threat. And I don't have to tell you that ix}; today'sy
gorld, the existence of nuclear vieapons could mean, if not the

extinction of mankind, then surely the end of civiliation as we
know it.
That is way negotiations on intermediate ran
underway in Eurcope and the “START" talks -- Strategic Arms Reduc-
tion Talks -- which will begin later this month, are not just
critical to . American or Western policy; they are critical to
nankind. = Our commitment to early success in these negotiations is
f{irm and unshakable and our purpose is clear: reducing the risk
of wvar by reducing the means of waging war on both sides.

ge nuclear forces now

At the sawe time, there is a threat posad to human freedom by
the enormous power of the modern state. History teaches the
{ngers of government that overreaches: political control
ni};;?g Precedence over free economic growth, secret police,
exc less bureaucracy -- all combining to stifle individual
ellence and personal freedom..
lgﬁ:ré fm dvare that among us here and throughout Europe, ¥
PUB g : legitimate disagreement,: over the.extent to wnzcnd l?‘
it or, ector‘should play a role. in a nat:n.on's‘ econcmy an _'-:e:
torshipox?e POlnt all of us are united: our abhorrence Oz.cl?.i
g ppe tn all its forms; but most particularly tota;:.t?.nap.sA
Sreat oy, Srzible inhumanities it has caused ia our time: the
Purge, Auschwitgz and Dachau, the Gulag and Cambodia.
H‘S dovm g
4 R iah
the SSaCafy] 4 2] bac.‘q at our time will notethe cons;séa;x: “.te:s:'a: nt
M0 demoepas, Iitentions of the West. They will note that it «
{onopo1, “T2018S who refused to use the threat of their nuclear
t 1 gajche forties ana early fifties for tgrrltor}aldoro;
2R ¢ 98in, yag that nuclear monopoly been in the nands A
25t world, bRe map of Europe, indeed, the WOle;twgag“
801 dem;ffergant today. And certainly they will note c.I e
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Poland's struggle to be Poland, and to secure the basic rignts
we often teke fo. sTanted, demcastrates why we dare not take
those rights for granted. Gladstone, defending the Reform Bil:
cf 1865, declared: "You cannot fight against the future. Tine
is on our side." It was easier to believe in the inevitable
march of democracy in Gladstone's day -- in that high noon of
Victorian optimism.

Wle are approaching the end of a bloody century plagued by a te:
political invention -- totalitarianism. Optimism comes less ea
today, not because democracy is less vigorous, but because
democrac_:y:s enemies have refined their instruments of rapre
Yet optimism is (in order because, dav by day, democracy is
1tself to be a not-at-all fragile flower.
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i 1t teaches: self-delys;

y ches anythan, 1 usion ;

1t hlsmryagiafacts is folly. We see around us tg e \
of unpleas ple dilemma == predictions of doomsday, h

of our terril race in which the West must i

: arms
. rations, an @-:us, S <or Sy
ucmt)qz:ion be an unwilling parthlfgntg At the same timets Qi
prz \'_otalitarian forces in the world who seek subversion é 1
sees i ng

o further their b
conflict arcund the globe t A

it Ous assay),
the human spirit. o
is our course? Hust civilization perish -_
Must freedom wither -- in a quiet, ECAR
totalitarian evil? Sir Winston Churcﬁ'-m
refused to accept the“inevitablllty of war or even that itli-a
imminent - He saids I do not believe that Soviet Russia de:
war. What they desire 1S the fru:.t;s of war and the indefinitlres
expansion of their power and doctrines. But what we have tg &
consider here today while Flme remains, is {?he Permanent Selr
tion of war and the establlsljxment‘of condltlong of freedon andf
democracy as rapidly as possible in all countries.®

what, then,
of Eiery atoms?.
accommodation with
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This is precisely our mission today: to preserve freedonm as g
as peace. It may not be easy to see, but I believe we live noy
at a turning point.

In an ironic sense, Karl Marx was right. We are witnessing today
a great revolutionary crisis -- a crisis where the demands of ti
economic order are colliding directly with those of the politicl
order. But the crisis is happening not in the £free, non-iarxist
West, but in the home of Marxism—~Leninism, the Soviet Union.

t is the Soviet Union that runs against the tide of history by
denying freedom and human dignity to its citizens. It alsoisd
deep economic difficulty. The rate of growth in the Soviet grs
national product has been steddily declining since the fiftiss
and is less than half of what it was then. The dimensions 0
thl§ failure are astounding; a country which employs one-fifth 1
of its population in agriculture is unable to feed its own P&
Were it not for the tiny private sector tolerated in $°Vlet hese
agriculture, the country might be on the brink of famine. U
Private plots occupy a bare 3 percent of the arable land b“ﬁm
account for nearly one-quarter of Soviet farm output and P&
one-third of meat products and vegetables.

OTIer;eam‘.cralized, with little or no incentives, year 2
the Soviet system pours its best resource intc
tastruments of destruction. The constant shrinkage
growth combined with the growth of military proditis
@ Neavy strain on the Soviet people.
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a political structure that no L;ov,:egf
C base, a society where procductd
tical ones.

as no
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ay of the Soviet experiment should come san

us. W :
closedhzéﬁ‘.’er.the comparisons have been made bet¥ strs
Czechosol ieties -- west Germany and East Germany. amocfaclf
countrzesv:};la' Malaysia and Vietnam -- it is the ¢ 4
at are pr : s to the
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el iy O prevent

. HE Of totalitarlén rule has causeq j
;Liig intel_leCt-anc,l will. Whether it islthe growth
gchools of economics in America or zngland oy the
£ the so-galled. new philosophers" ip France, there
% ifying thread running through the intellectyal s:zork of
¥ one ugups= rejection of the grpltrary power of the staté
ese 9F < subordinate the rignts of the individual to tr'1e
e refus the realization that collectivism stifles a1l the best

Q1 manxind an

of £0° ce O

e exodus from Egypt,
ed and struggled for
1t of Spartacus, the
World ‘Vlar II.

l}istorians have written of those who
:reedqm: the stand at Thermopylae,
storming of the Bastille, the Warsaw

since th
Sac[iflc
the revoLi®
yprising 10
ore recently we have seen evidence of this
inone of the developing nations in Central
ad months the world news media covered the fighting in E1
salvador. Day after day we were treated to stories and film
slanted toward the brave freedom fighters battling oppressive
gvernment forces in behalf of the silent, suffering people of
that tortured country.

same human impulse
America. For months

Tien one day those silent suffering people were offered a chance
Wvote to choose the kind of government they wanted. Suddenly

“e freedom fighters in the hills were exposed for what they

real%y are: Cuban-backed guerillas who want power for tnemselves
Sggtl:hslr backfers, noi:_ democracy for the peqple; They th:a:af::dﬂ
to kee:.o any who voted and destroyved hur}drecs of busses and trucks
electip People from getting to the polling places. R

o day the people of El Salvador, an unprecendented l.4

il . SEELE
wte g O them, braved ambush and gunfire, trudging miles to
® for freedom.
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s because there_are never g«.
slands+in ‘the | South Atlantlc young men 533 Les ng,
and, yes, voices have been raiseg P’-'OteSt-f g tin"
ifice for lumps of rock and earth so fayr fo ing %
men aren't fighting for mere real estatg. Y.
those yound for the belief that armed aggres$iOnThe

; a cause
flghgefgilowed to'succeed, and that people must Particy Must
ook he decisions of goyernment UHdar Hhe Tule ol ol Fate
in ‘Ehe firmer support for that principle Sone .f

i been :
;‘;‘zrengaps our generation wouldn't have suffereg the ;

letting of World War IT.

s Al
Pecrhaps they'll say 1t
On distant 1
for Britain.

Byt
Y

le East. the guns sound once more, this time {5
Lebanon, & country that for too long has had to endurs!iyd
tragedy of civil war, terrorism and forelf;n interventiop and
occupation. The fighting 1n Lr—;banqn on the part of aj) part]
nust stop and Israel should bring its forces home. pyt this &s
is not eﬁough. e must all work to stamp out the Scourge ~of
torrorism tnat in the mIddle East makes war an ever-present

threat. .
But beyond the troublespots lies a c}eeper, more positive pattar
Around the world today the democratic revolution is gathering neu
strength. In India, a critical test has been passed with ths
peaceful change of governing political“partiesi&l InwAfricay
Nigeria is moving in remarkable and unmistakable ways to build a
strengthen its democratic institutions. In the Caribbean and
Central America, 16 of 24 countries have freely elected govemn-
ments. And in the United Nations, 8 of the 10 developing natioms
vhich have joined the body in the past five years are democracis

In the iidd

In the communist world as well, man's instinctive desire for
freedom and self-determination surfaces again and again. .TO
be sure, there are grim reminders of how brutally the police
state attempts to snuff out this quest for self rule: 1953 1n
East Germany, 1956 in Hungary, 1968 in Czechoslovakia, 19813
Poland. But the struggle continues in Poland and we know tne--.
are even those who strive and suffer for freedom within the <T
.flneS.Of the Soviet Union itself. How we conduct outsel"gf
llere 1n the western democracies will determine whether this
trend continues.
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n of
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No, democracy is not a fragile flower; still it need
s@ rest of this century is to witness the gradual ¢f
hze:?2 and democratic ideals, we must take actions 0 =
ampaign for democracy.

Sam o 1 L=7
”‘zn; Ezz‘:‘;téa‘t.we should encourage democratic changé ;n
Prenostero&msnf_':‘.’s' but not in communist regimes. ;?va
invita . : notion ~=~ a5 some well-meaning people '1;clear
capability igme?f that, once countries achieve a TEr:
terror over #€y should be allowed an undisturbed €97

€r their own citizens. celss

We reject this

As for +; . s 57t
Che : a 48
that the‘coxigv‘l.?t.vlew: Chairman Brezhnev rE‘DeatedlgnS aré
this ig pntigeultlon of ideas and systems must CO“tTOn and -
SAtirely consistent with relaxation of tenst

e CONFIDENTIAL

CONFIDENTIAL

ol only thak these Systems SeSEENS
@ . Ve ans'titutioqs, abiding by their own lavs,
1% oun CO77 ernational obligations they have ung
e °° .. a process, 2 direction, a basic code
iﬁ’ask Cf)gi‘!an instant transformation.
" pot e that fact that even without cur
t ;geen and will continue to be repeated explosions
repression, in dlctgtorsnlps. The ngiet Union itself
s 1P this reality. Any system':.s inherently
im@ nas po peaceful means to legitimize its leaders
e ultimately

Y living up ¢o

and comply-
ertaken,
of decency

encourageuent ’

15 ﬂo. 1e~that ot

jsta’ cases, the very repressiveness of the stat
Ln_ su:'npeople to resist it -- if necessary, by force.

grive

e must pe cautious about forc:_.ng the pace of change, we
fhile hesitate to declare our ultimate objectives and to

ot 4
“;: Zoncrete actions to move tqwards them. We must be staunch
F: qur conviction that freedom is not the sole prerogative
i

but the inalienable and universal raghtiof "AT1 -
So states the United Nations' Universal Declara-
-- which, among other things, guarantees

of @ luc);y few,
unan beings. & t
:ion of Human Rights
tree elections.

me objective I propose is quite simple to state: To foster

the infrastructure of democracy -- the system of a free press,
wmions, political parties, universities -- which allows a people
to choose their own way, to develop their own culture, to
reconcile their own differences through peaceful means.

™is is not cultural imperialism; it is providing the means for
tenvine self-determination and protection for diversity.

Jenocracy already flourishes in countries with very different
cltures and historical experiences. It would be cultural con-
?escensmn, or worse, to say that any people prefer dictatorsk}ip
;g 32"20Cracy: Who would voluntarily choose not to have the right
inSteagl ge?lde to purchase government propaganda hanc}outs :
“°ntr011°d independent newspapers; prefer government to WoI- irad
of thoSee hun.u_)ns; opt for land to be owned by tne-stan.g :..nsﬁe
lib Who till it; want government repression of religlous
free choice, 8

e a single iti i
t political party instead of a
91d cy) P Y tolerance and

tu % =4
d“’@rsity? fal orthodoxy instead of democratic
Sing

’ Sovi i 1 ; itical trainin
g assistanhe Soviet Union has given covert politica tg: g
by T3¢ i alce to ilarxist-Leninists in many COun:r:es.bvp;-;o”
H{88d le} has 3 Y T £ violence and su ersion
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%li:-vigorogeaceful and democratic progress. .5-:7‘?:3-1‘;:;3:1‘, z

4 S ney | TO e S inamiiblic of GeraRy
; ca atjz' de'npcrac;/, the Fede;a: ._\e:r:t;; S thig, afisEn.
"Si G ons have become a major Io

r ric by
Rl . "2 now 4 " as many
e ; w . Y By ;
Y Chaies intend to take additional S® lh:s same goal.

oq =ready done, toward realizing
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jzations are initiating a g

; rgan " tudy ..

e ic Party © 1ed a dy wip o}
DemoCEd Can American political FORRAABION to determine 1ol i
bipartisanl "= o best contribute as a nation -~ "V ty
United states €38 "Fs rocracy now gathering force, nqp the

globalt-‘ f‘;‘gi;g?auon of Conjressional leaders of bOt—hey
have ti

1ith representatives of business, labor,
along v 12 v :
inst?.tutions in our society
ceiving their recommendations

¥ rward to re : _ :
+ l?“ fs.)rith these institutions and the Congf-'ess £
wor;:.g% strengthening democracy throughout the worlg
tas

and to
the cOmob

{5 time that we cormmitted ourselves as a nation --
— A0S . 4
iﬁelnublic and private sectors to assisting demccra

development.

in bo,th
i

1t with leaders of other nations as welj,
sal,before the Council of Europe to invite
pParliamentarians from democratic; <_:ountr1e§ to a meeting next
year in Strasbourg. That p;egtxg:.ous gathering could consider
ways to help democratic political movements.

wWe plan to consu
There i3 a Propo

This November in Washington there will_take' place an internatioy
meeting on free elections and next spz_'lng'tnerg will be a con-
farance of world authorities on constitutionalism and self-
government hosted by the Chief Justice of the United States.
Authorities from a number of developing. and developed countries
-- judges, philosopners and politicans with practical expegience
-- have agreed to explore how to turn principle into practice
and further the rule of law.

At the same time we invite the Soviet Union to consider with us
how the competition of ideas and values -- which it is coun:i
to support -- can be conducted on a peaceful and recif’foca‘l o
basis. TFor example, I am prepared to oifer Prasident nrez‘f’ui!s‘,om
an opportunity to speak to the American people on Our.teleeopie.
if he will allow me the same opportunity with the Sovist poear
We also suggest that panels of our newsmen periodically apt
on each other's television to discuss major events.

leig not wish_to sound overly optimistic ... ’ -
worlg is no}: immune from the reality of what is g?f-ng'o-
Kiai It has happened in the past: A small rulin
ot mistakenly attempts to case domestic unrest TH° T s
C;u_s:r re{,iezs;on and foreign adventure, or it cmo-ﬂe'ir el
-our -~ it begqi : ; in th
destiny. gins to allow its people a voice =+
»
save
1 belif'” 3

b
ted 7,
le::lenects for

Even if is

rencwe:i ;2;" latter process is not realized scon/

global cm°:99th:0f the democratic movement, COMP-=__

arms contre i9n for freedom, will strengthen the PF°
rol and a world at peace. :

I have 4j

3 lScusS % { y. .

‘lay 9th, the eid on other occasions, including M

£o safeguarg ou:mgnts of western policies towar

describing now islntel'eSts and protect the peace:-

on
5 4

¥ addres'gt o
the 50V "an
what “ene

-

term

march of 2 plan and a hope for the lond
freedom ang democrac’iﬁ: which will leave
co IDENTIAL

. -
1arxS°
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t f history as it h
ash-heap © 1t has left osh
stifle the freedom and nmuzzle the se’f'e'ZxPresg,io
iz n

must continue our efforts to Strengthen MaTo
forvard (;uth our zero option initiativa i:x-tﬁ
intermediate-range forces and our proposal he
reduction 1n strategic ballistic missile

erength is a prergquisite to peace but let i
mainiai“ tuis £rength in Ehg lone it will neve; ;te: =
e e gltimate deterr’nnan» in the struggle noy going

w7ill not be bombs and rockets -- but a test
-- a trial of spiritual resolve: The

n people know that, given strong leadership, tine, and
Mitele bit of hope, the forces of good ultimately rally and
wriunpil OVer evil. rierecamong"h'ou 1s thg crac}le of self-
ouermment, the motk_xex; of Parlaamegts. Here is the enduring
Zreatness of the Brx.t:g.s;x‘contr:.uutlon to mankind, the great
civilized ideas: Individual liberty, representative government
ud the rule of law under God.

1e pritis

! have often wondered about the shyness of scme of us in the

st about standing for these ideals that have done so much to
gase the olight of man and the hardships of our imperfect world.

Mis reluctance to use those vast resources at our cormmand

reninds me of the elderly lady whose home was bombed in the

blitz; as the rescuers moved about they found a bottle of brandy
she had stored behind the staircases, which was all that was
left standing. Since she was barely conscious, one of the
Wrkers pulled the cork to give her a taste of it. She came
wound immediately and said: "here now, put it back; that's
Oﬂly for emergencies. " 5

tell

' the emergency is upon us.

let us ! : £
Offar ¢ shy no longer -- let us go to our strengti. Let us

o . ' Let us
Nssiblepg. Let us tell the world that a new age is not only
ut probable.
Duri“ : 1 A3
as 19 the darjc days of the second World War when tais island
B nC:indesc'.xn e oy Wik - Sty eclained about
xtaims agd SNt with courage, Winston Cauxc L P
"® argyw vVersaries: "what kind of a people CO they thi
itdi ! |
son i 4 ple tne
Butish :,,_adVGrsarieS found out what extraordinary ??.3:::ca -0
Ellowing Ee. But all the democracies paid a rerrible k:-q:‘\-e
(;lflat MNista) ¢ dictators to urdorestj_..,at;, us. We dare Qoé mal
e us it Gurselt . what kun >
?'orveople do ?,Zln,.. So let us ask our;e,!es%s'..;r; KR cennres
el of freeq think we are? Aand let us & :;;nain g
8 ‘Jaiom' and determined not only 0 *

N their freedom as well.
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PN USS RN TAL

: le to great victory in war
iAoy led his PeoP : . an :
sir "ms:?_:cti‘m just as_the fru:.tsbc1>£ victory were aboihen v
lost an sut he left office honorably --— and, as jt i t to |
enjoyed. 5t -~ that the liberty of his Tneq 8

porarily —— kpewead fihla aad People y, 0
semporarily —= KIO¥ete of any single leader. Ristor,"ts more”
el ess in. ways o dictator will ever know. Ana c8eay)
LB i cssagh Gb RpR LR the future, as timely noy ag o, lef
us cut gty 0 opposition }eader in the Commong ﬁéen i
s ¢ syhen we look back on all the perils ar)]

(o : : L Pl
ﬂiiﬁaﬁi ?;ve passed and at the mighty foes we have la L

= designs we have frustr id Loy
1 the dark and deadly : ; ok
gguié we fear for our future? We have, " said sir Win;tggy
vcome safely through the worst. :

nig greatn

I have set forth will long outlive our own ge :
gg: :g;i;ther, we, too, have come tm:?ugh. the worst, gLZ:riglon.
now begin a major effort to secure the best -- a crusige b1 "
freedom that will engage the faith and fortitude of the next
generation. For the sake of peace and justice, let us move
toward a world in which all people are at last free to Secai
their own destiny. Lne

i

# # #
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TINTERNATIONAL ECONOMIC ISSUES
Brief by HM Treasury

POINTS TO MAKE

(i) European inflation rates must come down faster to match
falls in US and Japanese rates. As Summit countries re-
affirmed at Versailles, lasting recovery can only follow re-
duction in inflation. European competitiveness needs to be
maintained and creation of right climate for investment re-
quires a reduction in uncertainty and in inflationary ex-
pectations. This means Europe as a whole needs low inflation
which Germany, Japan and the United States have already
achieved.

in European economies, as well as US and Japan, over the next
18 months, although unemployment seems likely to remain high.

(iii)  Welcome Versailles agreement to aim for convergence on
counter-inflation policies. This should help to reduce ex-
Change rate fluctuations between major currencies and en-

. COurage greater stability in world economy. Hope SERL SR
talks between Summit countries - and particularly those whose
fifrencies make up SDR basket - will foster this.

(ii) Glad to note that OECD expects some recovery in output
\

(iv)
Sl‘eater
Shoulq
prOduci
Yay tq
trage +

Within Europe, important to reverse trend towards.
Major economles

monetary policies
This the best
tes and

divergence of economic performance.
Provide example of prudent fiscal and
Ng economic stability within Europe.

¥rotect Europe from international interest ra
ensiong,
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(v) Us interest rates still a problem. Europeay

right to stress importance Of.Us S e on bideg
yea; 1"982- Agreement on details of spending ang tex
to be based on realistic economic assumptions jirf mon
are to be impressed and US interest

C°u11c11
fQI‘ fiﬂc
es need

ey ma,rk‘ets

rabes are fy declipg

(vi)  Other countries, too, need to play their part ip
development of world economy. Japan, in particular, shouyg

pressed to place greater reliance on domestic rathep e be
ternal expansion. ‘Although Japanese current account Slu‘plu:
may not be as large as once feared this year, the Prospect ¢,

balanm

1983 is for a very large surplus. Depreciation of the yen

against European currencies can only exacerbate this trend

BACKGROUND

World inflation is now adjusting downwards, following the secong
0il price shock. The price of oil products has adjusted to
higher crude prices, but firm policies in most OECD countries
have checked the feed-through to prices generally. The in-
crease in consumer prices in OECD countries in the year to
April was about 8% per cent, but there was wide divergence
between countries,with a Japanese rate of less than 3 per cent
a US rate of slightly less than 7 per cent,and an average ra
for Europe of 11 per cent. Within Europe only Austria,
Germany, Switzerland and the Benelux countries have inflation
rates notably below 10 per cent. French inflation is around
4 per cent and Italian 15 per cent. '

3 ies
2. The ORCD forecasts that GDP in the major European econo™

will increase by about 1} per cent this year and 2% PeT cen’f
next year. Employment, however, will not begin to pecover
the European économies as a whole until next year. Unemploy-f
ment, in turn, will not level out until the middle of =
::iizzi:nzniy at a relatively high level of 10% per 95

0 more than 17 million people.

2
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; T

gne OECD ares'® current deficlt meyifaliiiouiisu
% 29 put some countries, notably France ang Ttaly will
this to show gignificant deficits while Germany ang Japan

B
conti? sing surplus.

o into fncres

nov

. mhere nas been wide.spread internatic.)nal agreement on the
need £ greater cOfl"erI;m{’ezce 0{1 countc::r—lnflationary policies -
b1y at the OE‘JCD, I nterlm'Commntee and Versailles
mnisterial meetings. The Versailles Summit leaders, in par-
B Lar, agreed to carry fclarwax'*d further discussions on con-
sergence of policies to maintain the value of their currencies.,
Ttaly is not, of course, one of the countries whose currency
forms part of the SDR basket, but it would be courteous to seek
Italian views about the future of this exercise. The main
nessage for countries such as Italy and France, which have
relatively poor performance in terms of inflation and relatively
slack policies in terms of budget deficits, is the need to put

their own houses in order.

5, The rise in US interest rates since the Versailles Summit
has been disappointing, and probably reflects uncertainty about
bothfiscal and monetary policies in the US. The recent
European Council meeting "considered that a lowering of interest
rates was a pre-requisite for the recovery of the world economy
ad expressed a hope that the US administration and Congress
ill take the necessary decisions to resolve the problem, of
the budget deficit." Although Congress has agreed on a budget
deficit for FY83 of @104 billion, which the Congressional
Budget Office immediately re-estimated as £116% billion (o
1:ze°Ptimistic growth assumptions), what is really.needed o
ment on specific details of revenue and expenditure.

6 .
Minj g

g R i 1
In the Preparations for Versailles and in internationa

R terial meetings this year, there has been muc
exohhe Deed for balanced growth in the world econo
ange I\ate In partiCular?

h discussion
my to avoid

Japans's
and trade tensions. P

&,
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o external demand for much of itg Browth i ydd
reliance O en criticised and the Japanese havye been as}{e:nt
to
Y &spect

years has ::r reliance on domestic expansion, ke
ea
place gr

st okt g i the yen to appreciate tq Te
of thls'ls ong fundamental position of the Japan
underlying str sts that on current exchange rates g
The OECD fo::zaaccount surplus of more than 20 by
urr

flect the

©8¢ ecop,

apan wily
lion nex.t

my .

have a C
year.
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ANGLO-ITALIAN SUMMIT
7 July 1982

INTERNATIONAL TRADE ISSUES

Brief by the Department of Trade

Points to Make
1. UsA. Provisional US countervailing duties most
damaging to EC external steel trade and, indirectly, to the
internal market. Unacceptable to treat quasi-capital aid
for restructuring, and expenditure on redundancy schemes,

as countervailable subsidies., Common Community stance
vital, Must keep up pressure to get a negotiated settlement

as agreed at European Council,

2,

Japan. Recent Japanese import packages welcome, but
their impact on EC's trade deficit not likely to be
significant, They do not represent the necessary fundamental
shift in Japan's trading practices and macro-economic
policieg, Important to continue to present a united
Community front, and pressure on Japan - with US support as

far as possible. UK and Italian attitudes to Japanese

ok
Vestment have much in common.

;i Ffi ties
Disappointed, incidentally, at recent St

.
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made in Rome over imports of Triumph Acclaip cars,
Commission confirm unequivocally that under g Tew thess
are not to be treated as Japanese. Glad ObJeC‘Cions il
apparently withdrawn and greatly hope there will be )

further disturbance to free circulation of thege C°mﬂ“-lnity

goods.

4, Textiles. Welcome the fact that UK and Italy wWorkeq
closely together in EC on policy towards low cost imports,
Concerned, therefore, that I now receive more camplaintg
about Italian man-made fibres than about imports frop
developing countries. Effective Community co-ordination
of state aids in this sector essential; less prosperous

Member States cannot win subsidy races,

5. French measures, What is Italian assessment?

Mitterrand's new talk of "savage determination to ensure
recapture of home market" liable to reinforce suspicions
throughout rest of EC, Essential to maintain pressure on
Commission to ensure respect for Community principles.
Otherwise all EC countries will be pressed to interfere

with intra-EC Trade, Triumph Acclaim relevant to this oo

Background

6. Usa (steel)., 11 Jume "preliminary determinations of
subsigyn

hit BSC hardest (over 40% alleged), then Frepiis
£ :
fen Belgium, then Italsider (18.3% on sheet and strip)-

3 3 tons
7+ Ttalian steey exports to USA in 1981 were 768,000

o iB =
. {
CONFIDENTIAL A CONFIDENTIAL
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_ ours were 574,000 tons. Italiang have broadly sape
interest a8 UK in attacking the Subsidy determination.
1t would be helpful to find out as much as possible aboyt
i intentions, without giving away too much about UK
tactics. (BSC has pressed for a bilatera] UK settlement
. dgia negotiated quantity limitation arrangement fails
it might be necessary to try this but chances of getting

a bilateral are very small),

g, West Siberian Gas Pipeline. See Brief PMVT(82)(6),

East/West Political and Economic Relations,

9, Japan. Italy is concerned to be allowed to maintain
her national controls on direct imports - quotas on
several Japanese products including cars (only 2000 a
year) and TVs. She is two-faced about inward investment.
Alfa-Romeo plan a Jjoint venture with Nissan to produce
60,000 cars a year from 1983, and Innocenti recently
launched a new Jap-engined model, But in 1980 Italy delayed
a consignment of UK-made Sony TVs, and in spring 1982 she
temporarily obstructed imports of BL's Trimmph Acclaim,
ostensibly on the quite false grounds that it did not
conform with EC origin rules and was therefore Japanese.
T™is might have done wider damage to BL's commercial

Prospectg on the continent and to further UK collaboration

¥ith Japanese firms.

. t bring
10, yk and Ttaly agree that Japanese investment mus

: : acity.
SBenuine Strengthening of European productive cap
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Ve also broadly agree R G — i inadequa

: ¢
the pre-Versailles Japanese import package, !

of

11, Textiles. Sectoral (ie. other than regionay) state
subsidies to textile industries and proliferating on the
continent, while in the UK there are none, Myr Jenkin -
written to Commissioner Andriessen. Assistance apparently
given to the Italian man-made fibre industry is currentyy
the major target of domestic criticism; while Capacity
has been cut since 1979 by 31% in the Community as a whole
and 41% in the UK, in Italy it has risen by 8%. The Uk
industry believes Italy is flouting Community rules on
state aids; the opacity of Italian subsidies impedes the

Commission's policing.

12. French measures. In December 1981 Paris announced a

programme to "recapture" the French home market (followed
by subsequent proposals for the broader European market).
In the Council in January, all Member States except
Greece voiced concern., The Commission is still examining
the French schemes' compatibility with Community law,
and has apparently reached few firm conclusions. Recently
(22 June) M. Mitterrand is reported as having told the
French Cabinet that the recapture must be pursued i
"savage determination", and to have instructed all
Ministers to report on the extent to which their

administrations are buying Prench rather than foreign
€quipment,

e s
CONFIDENTIAL A

CONFIDENTIAL

we have, hovever,

had
. ad very few ney Somplaintg of

cancelled orders, trade distortion etc, Thig suggest
gests

slogan may be
rimarily intended for domestic Popular opinion

that the French socialist "recaptypen

P
Nevertheless, it does lead to pressure for HMG ntq

n
follow French example", Italy, with experience of yine

wars and concerned also for eg, shoe trade, has not beay

slow to call the French kettle black,

14, GATT ministerial meeting. The meeting (the first

at Ministerial level since 1973) will provide a major
opportunity for a demonstration of continued commitment

to the open trade system. A full preparatory discussion
of the EC line will take place at the 19/20 July Foreign
Affairs Council, Important that careful advance prepara-
tion avoids building up an atmosphere of over-expectation,
Italians likely to take a hard line on important areas such
as safeguards, agriculture, trade and the developing
countries and trade in services. Nevertheless some EC
flexibility is a necessary contribution if the meeting

1s to be a success,

Department
of Trade
July 1982

-5-
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UNITED KINGDOM ECONOMY
Brief by HM Treasury

Points to make
Points to WARS

(i) Economic recovery, albeit slow and hesitant, is underway
Despite some flattening out in activity in the autumn

b
industrial production is now some 2 per cent higher than a year

ago; GDP some #-1 per cent higher.

(ii) Prospect is for resumed and continuing, if slow, recovery.
This is supported by most independent forecasts, the CSO's

cyclical indicators, investment intentions surveys, and so on.

(1ii) The recovery in output last year largely reflected the

turnround in destocking, but over the next 12 months growth is

»
ikely to be more broadly based with fixed investment, for

ex
ample, already showing signs of picking up.

(i

) FRESSED: The level of unemployment remains deeply
VOrrying,
Jeap

The rateof increase slowed down substantially last

. vontinues
v but the total is still rising. The right answer i

Yo 14
€ in carrying on with steady economic policies, coupled

With
% Continuing decline in the level of wage settlements

7t

gA

96

1|8

@

13
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improvements in productivity, and hence in competiti"enegs

and profitability.]

(v) An encouraging feature has been the reduction iy
inflation where we are doing rather better than éXpected g4
mof the Budget, with sngle figures achieved jp Apriy
The Budget forecast was for 9 per cent by the end of this Yeur

(which may be bettered) and 734 per cent by the middle of next

year.

(vi) Rate of growth of unit labour costs, and other costs, has
moderated substantially. Productivity in manufacturing has
increased beyond expectation, and cost competitiveness has

improved (though we are still some 30 per cent less competitive

than 3 years ago). It is encouraging that productive investment

by industry has been so robust.

(vii) Company profits, though still very low by historic
and international standards, are beginning to improve - up
one-quarter betwee the first and second halves of last year.

Company financial position also generally stronger.

(Viii)% have resumed their downward path, and they
fave now fallen by about 3% per cent since last autumn. Ti®

reflects lower inflation and market confidence that Governaen®
borrowing and tonetary growth are on course. The future e

: % | h A Usy
° intenest zates ¥ill depend in part on what happens 1T L

where . we
rates ~ both nomina] and real - are well above ours:

have ha g6
d some succegg in insulating ourselves from the L

UNCLASSIFIED '

B - :

UNCLASSIFIED l

us interest rates.

This has
Laused by been a Consequence of

3 favourable market perception of oup policies, apg of

the : our
_ention to stick to them. ‘WecanngoRariery Put this at
in

risk-

(ix) sticking to our medium-term fiscal apg monetary strategy

is escential. Loss of confidence in us coyulg affect the whole

of the gradual recovery we are now seeing.

Background

(1) Activity. GDP fell by 6 per cent between 1979 H> (last
cyelical peak) and 1981 Q2 (trough of current recession), rose
about 1 per cent between 1981 Q2 and 1981 4Q then declined by
%+ per cent in 1982 Q1. Weakening at turn of year in part reflects

impact of severe weather and strikes, but underlying level of

output broadly flat in 6 months to March 1982; above levels of
last spring. Most independent forecasts, business opinion
surveys, and CSO's cyclical indicators expect resumed and

continued recovery.

Recovery in 1981 largely reflected sharp fall in rate of

%- Consumers' expenditure and Government consumption

bToadly flat. Fixed investment broadly flat in 1987, up 4 per

°ent between 1981 Q4 and 1982 Q1; DOI investment intentions
; i i ion
Survey Suggests rise of 2 per cent in manufacturing,distributl

ang .
Services  fixed investment in 1982.

18 L
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) Lack of complete trade figures for 1981 gpq changeq

procedures make recent figures difficuly te

(63l
documentation \
intérpret. _Egports have held up well given earlier losg in

competitiveness. In 8 BRRGES UpEPELL non-oll “eXpoit, 8light)
(about # per cent) higher than in 1980. Non oil dmports il
risen - up 12 per cent in same period - in part reflecting

reduced rate of destocking and higher output. %

estimated to be in surplus of £7 billion in first foup onths

of 1982 following £7 billion surplus in 1981,

(iii) UK adult unemployment risen by 1.7 million
since mid-1979,
in May.
3.06 million (12.8 per cent).

and stood at 2.97 million (12.2 per cent)
Total unemployment (including school leavers) was

Underlying rate of increase in
unemployment slowed sharply during 1981 (105,000 per month in

4Q 1980 cf 25,000 per month in H1 1982). Other labour market

indicators improved during 1981, eg vacancies - despite slight
weakening since Pebruary - up by /5 in 2Q 1982 on 2Q 1981, and
with more rapid turnover. But little or no further improvenent
in unemployment or other labour market indicators since turn

of year.

(1v) Yages and prices. Increase in earnings in 1980-81 p&Y

round ‘11 per cenl (settlements averaged about 9 per cent)y

half that of Previous pay round. Settlements well insi
i 5 , per
tlgures are now ¥idespread (CBI average for manufacturing 7

¢ .

=2 Suggesting further moderation in currentpay round-
_ ; ot

< e increase in RPI 9.5 per cent in May; well insid

8ingl i as
gle figureg, Trend now firmly downwards, not upwards

de Sinsle

F -

UNCLASSIFIED

1679 recent PTOEress suggests outturn to Novem,ez.

AP 7 this year
L well be within Budget time forecagt of 9 per
c

cent,

ntil 5 June: Yo
[ conFIDENTIAL u Manufacturers input prices s

Just
54 per cent in year to June. Corresponding rise in
panufacturers' output prices 8% per cent,
e e S
(v) Productivity and Cimpetitiveness (manufacturinsz. Qutput
per_man risen 12 per cent since end-1980, Output per man L

output per man-hour 5 and 8 per cent respectively higher than

previous cyclical peak (1H 1979), Together with pay moderation,

resulted in little increase in unit wage and salary costs during

1981 - rise of less than 3 per cent in year to 1Q 1982 - a rate

below average of our competitors and comparable to Germany and

Japan. Competitiveness (relative normalised unit labour costs)
improved by 10-15 per cent during 1981, but remains about 30 per
cent worse than in 1979.

(vi) Company finances. Gross trading profits of ICCs (net of

stock appreciation) rose by about one gquarter between 1H and

2H 1981, 1ittle changed between 4Q 19871 and 1Q 1982. But real
Pre tax rate of return just 23 per cent in 1981. Despite rise
s fompany borrowing and deterioration in liquidity in 4Q

e (large1y reflecting reduced sale of destocking and unwinding
of civi) Service dispute whch delayed coumpanies' tax payments),
¢Oupany finances healthier in 1987 as a whole than in 1979

a .
nd 1980. Company llquldlty impI‘OV(’d in 1Q 1982.

; 1
(Vll) %5&59}&. £M3 grew at an annual rate of 13

. 1981 to
P cent 4n 1981-82 target period (from mid-February "

\J1
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{d-April 1982) compared with target range of 6-1g s
mid- R

At least part of exces
o mortgage lending. Over the same period, M1 g4 By
Lo

s reflected increased market s
Tre of

banks 1

grew at rates of 7 and 12 per cent per annum respectively

In
recent months monetary aggregates have grown more slowly,
)

in
first 3 months of 1982-83 target period developing fa"oll!‘amy

in relation to 8-12 per cent target range.

(viii)Interest rate/exchange rates. Interest rates have falle
since turn of year; process temporarily interrupted by
Falklands crisis, but now resumed. 3 month inter-bank rate fel]

from 16 per cent in December to 13 per cent. After falling over

10 per cent during spring and summer 1981, effective exchange

rate broadly constant at around 90 since last August.

(ix) Government borrowing. Latest published estimate suggests

PSBR £'.9 billion in 1981-82 (3} per cent of GDP, compared with
52 per cent in 1982-81) about £1.7 billion lower than estimated
at Budget time. CGBR £1.9 billion in April-May 1982 at time

when central government borrowing usually largest.

A 1 TREASURY
¢ July 198




CONFIDENTIAL 9//0

1g THE PROPERTY OF HER BRITANNIC MAJESTY:g E
NT MAJE GOVE

0
(82)+" | |
}am: 1962 COPY No: '.4’ -
V4
ANGLO-ITALIAN SUMMIT
7 JULY 1982

ITALIAN ECONOMY
Brief by HM Treasury

POINTS TO MAKE

1, Welcome impressive decline in Italian rate of price
inflation over the last year (from 20% per cent to

15 per cent). But earnings still increasing too fast
(18 per cent) in comparison with other countries.

2, Prevalence of indexation of wages and public expenditure
hinders some European countries (including Italy)from reducing
inflation as fast as the US or J apan. But Europe has to
retain competitiveness so countries with high inflation must
rb indexation. What is Italian government's assessment

of chances of reforming 'scala mobile'?

> Recent EMS realigment should help restore Italy's
Sopetitive position, but needs to be reinforced by firm
Policies ang structural adjustment.

4,
i Prodpect for reducing Italian public sector

de,
’Q:icit? Domestic credit still appears to be expanding
dly, although money supply growth is more modest.
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BACKGROUND

Output and Unemployment
5. GDP fell slightly last year but rose in the gy,
= 1;8—2. v 1% per cent. The OECD expects continye d
growth, giving an average 1% per cent growth for the
The underlying trend of M%
risen strongly this year.

. Wartg,
Mode st

Whole
year. &

appears to have U&%

rose to 9.4 per cent of the labour force in January
(2% million people) but since then output rises seep “il
kept it from rising further.

Prices

6. Consumer price inflation has come down from a yaka
year rate of 20.6 per cent in June 1981 to 15.2 per cent iy

May this year. Manufacturing earnings increased 24 per cent
in 1981 and in March were still increasing at a year-on-year
rate in excess of 18 per cent; the portents for further re-
ductions in inflation, therefore, are not strong. On June 1 the
major private employers' federation, Confindustria withdrew
from the national agreement with the unions on indexation

of wages, known as the scala mobile (which has been a major
factor perpetuating inflation). On June 29 Intersind, the
organisation whichremesmts the management of state run
companies, also unilaterally withdrew from the scala mobile,
and several smaller employers' organisations have said they
will not renew it. Because of notice required by the agreenent
the withdrawals will not have much effect until January 1983
but in the intervening 7 months the employers clearly ain to
re-negotiate the agreement and thereby to reduce labour costs
below what they would be 1f the scala mobile continued s 8
present. Confindustria's withdrawal provoked immediate strikes
and a general strike on 25 June (see Brief 13).

Finanesl .
5
7 The official target of monetar_y policy is W

CONFIDENTIAL
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B W

DCE) which grew 18.2 per cent in 1981, conpiad
Mafgetted 16 per cent growth. By February yer.
yith the owth was down to 17.2 per cent compared it
on-yesr 5: the whole of 1982 of 15% per cent growth. The
1ar8e foaggregates M1 and M2 grew about 10 pPer cent last
monetﬂzeir year-on-year growth rates have also decreased
t;::;year (to 8-9 per cent by February),

nterest Rates peaked in the winter but have since (29

i
8l-me) aropped a point to 20.6 per cent for 3-month money
Jr 224 per cent for prime lending.
0
foreign Sector

g, The lira was devalued 2% per cent against the ecu

in the EMS realignment of June 12; this was necessary to

stop the French devaluation causing an unwanted appreciation.

prior to the realignment the lira had been bottom of the EMS,

though well within its 6 per cent limits; now it is near

its central rate. The lira's margin for movement, therefore, is now
larger. International competitiveness has probably been maintained
for the time being but further devaluations may be necessary in due
course given the excess of Italy's inflation rate over that of her
trading partners: the OECD's average inflation rate in April is
estimated at 8% per cent and manufacturing earnings in the major
Industralised countries are increasing at about 9% per cent - about
helf the Italian rates.

e current account of the balance of payments is improving

:ith @ deficit for the first quarter of 1982 estimated at $3.1bn
b::fxa;m with a #4.5bn deficit on the first quarter of 1981. iInted
0 havarch and April the current account is provisionally eitixtnafor
: € achieveq a rough balance. The OECD forecasts a defic

e of 1982 of $7bn, with a similar deficit in 1983.

¥

kg
Moz POLICIRS
",

k blic
uectot,he 1982 Budget was drawn up in September 1981 with a pucore
deficyy of 50 trillion 1lira (11 per cent of GDP); the
CONFIDENTIAL 151
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of the budget was passed at the end of April, pyy th

sector deficit is nov‘estimatv'.ed to have slipped tq Nt
trillion lira (17 per cent of GDP). Prime Minister Spadolao 1
appealed for economic facts to be faced and woulq 1ike & by |
the deficit by cutting public spending plans ang lhcresg Tedyy,
indirect taxation, but politically he is in no Positioy 5.

these measures out and has admitted as such in pypy 16 (e

Brief 13). A supplementary Budget will be necessary 1ate, thilv ‘
' 8

2 public

year.

12. Overshooting of the public sector deficit will almogt
certainly cause the DCE target to be exceeded in 1982, anq
" could induce the Bank of Italy to try to slow monetary groyyy,
still further. Real interest rates to borrowers have risen
to 7 per cent as the Bank has not dropped interest rates I
line with the fall in the inflation rate. L
13. Sig. Spadolini did not welcome Confindustriais withdrawal
from the Scala Mobile, as he has been trying to organise trilaten
talks on the containment of labour costs and had attempted to
persuade employers to start negotiations on the1982-84 collective
bargaining round. The unilateral withdrawals can be taken as
an indication of employers' lack of c.onfidence in the gobemment'l*
ability to produce an acceptable agreement. ‘

HM Treasury
1 July 1982
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ANGLO-ITALIAN SUMMIT
7 JULY 1982
ISRAEL /LEBANON

Brief by Foreign and Commonwealth Office

Points to make

:‘ 1. First priority remains to avert Israeli attack on West
‘Beirut. Have been trying to persuade Americans of disastrous
effect this would have on Arab/West relations. Not optimistic
 that they will exert sufficient pressure.

- Decisions on a peacekeeping-force will be needed before long.
hporta'nt to go for expanded UNIFIL first. Otherwise non-UN

‘v force difficult to justify in Arab world. practical difficulties

aboy e to
& " British participation in either. VWould Italians agre
ntripypes

CONFIDlENTIAL
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4 (Map attached)

ackiZ2

+ heavy fighting 23-25 June,

r the ceasefire declared by

ne has generally held. Despite optimistic pr
ess

Isl‘ael on 25 Ju

s there is no evidence of progress in the negotiati
ions

teport

petween Mr Habib, the Lebanese government and the PLO about

pdrawal of the 6,000 PLO remaining in West Beirut Israeli
. eli

wit

R ces control a key- sector of the Beirut-Damascus road (betwee
. n

geirut and Bhamdoun) thus neutralizing remaining Syrian forces

and are poised to enter West Beirut if necessary. The

mmericans have told us that without a negotiated surrender of the

PLO, they will not be able to restrain the Israelis.

4. The National Council of Salvation representing the main
Lebanese factions has been rendered ineffective by the resignation
of the leader of the Muslim/Left-wing National Movement,

UIr ¥alid Jumblatt. Supporters of Mr Jumblatt have also resigned

from t
he government. This does not seem to have hampered

Ur Hapj
bib!' r Mr Wazzan

S efforts unduly. The Lebanese Prime Ministe

has wi
1thdrawn his resignation.

5. At
t S :
he UN a French draft Security Council resolution calling

Qv n
i ’
Mmediate ceasefire, a limited Israell withdrawal and the

return
0 .
f the PLO to camps was vetoed on 96 June by the Us

bee
AUse g3 i
dlsarming of the PLO was not specified. A resolution

e
orsy v
Slng SCR'g = ; immediate Israell
508 and 509 (ceasefire and imme

the UN

W
itthKWal) was
Genera

passed by a resumed Special Session of

Only the US and Israel

ASSe
Mbly on Palestine on 26 June.

/voted
CONGFIDENTIAL ﬂ
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oted against. A poorly attended meeting o Foreig,
v

- iy
£ the Arab League on 26/27 June failed to reach , istm
o

EciSi
0
Jue to ey in g :
Arabia on 30 June, to consider ways of Securing aBplig,

Sterlal colnmlt’t e
to set up a minl e
except

audi
3 tiOD
£ Security Council resolutions on Lebanonp,
o

6. The statement issued on 29 June after the European Coy

ncil
is attached. The Presidency announced later that Signatur

Eof
the EC/Israel 2nd financial protocol (worth 40 million gy

S tg
Israel) would remain suspended and that a ministeria) meet ip,
.of the EC/Israel Cooperation Council planned for July haq b
postponed. The Presidency also noted that no arms saleg by

the Ten to Israel were taking place. We have suspendeq appro;

|

of licences for exports of military equipment to Israel (worth

£3 million in 1981).

7. We have pledged a total of £247,500 (of which £104,000
distributed so far) in humanitarian aid to Lebanon via the ICK,
Lebanese Red Cross, Oxfam and UNRWA. The European Community has
Pledged over 9 million ECUs (UK share approximately £0.9 mil%“’”
The Israelis are now allowing UNRWA and most voluntary agencies
access to Southern Lebanon in accordance with SCR 512. Butd t0
despite T€pPresentations by the Ten the Israelis have refused
glve an assurance that Palestinian prisoners will be bER
in accordance With the Geneva Conventions.

;1 oD
gL &

s Security Cout ¥
Mandate wag eXtended by the Sec q

P
18 J Israells 8
une (SCR Bl for two montie | o

8. UNIFIL

The Americans,

. iond
Lebanese have aireq the idea of a non~TN "multlnatl

ard
£ th inaj not p
® Sinal pattery, But the two situations are et
ikely:
ot
lI

and Syrj
i 0-Operatjop with such a force is unl
CONFIDENTIAL

CONFIDENTIAL

1cal problems about British Participation ip eith
ract?

er an
We already Provide
port to UNIFIL from Cyprys,

o UNIFIL or a non-UN force, ¢
expal

1oéistic sup The Italiaps contribute

il jogistic unit.
a s

The British Embassy in West Beirut closed on 28 June and is
9.

= operating from the.offices of Cyprus Airways in East Beirut,
mhis part of the city is under Christian control and has so far
remained unaffected by the fighting. About 400 UK, Commonwealth
and other citizens were evacuated by ship from Jounieh (10~

iles north of Beirut) on 24 June. There is no demand for a
m

further evacuation at present.

g
"elen ang Commonwealth Office
0 June 1982
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FOR INFORMATION IMMEDIATE To PARI S, wASH
mASCus,mMAN,CAl RO, UKMIS NEW YORK anp
PRIORITY TO OTHER EC POSTS,
TOKYO, WELLINGTON, UKMIS GENEY

REPEATED
TEL AV' vl D

lNFORMAT' ON
OTTAWA, 0SLO,

| NGTON, BowN, Bg; RUT
JEDDA
UKDEL NATO, UKDEL STRASBOURG,

A, LISBON AND MADR)D
[NFORMATION SAVING TO OTHER MIDDLE EAST Posts, K

EUROPEAN COUNCI Lz LEBANON

THE FOLLOWING STATEMENT WAS ADOPTED BY THE EUROPEAN CouNC)L sT
40007 TODAY AND RELEASED AT ONCE TO THE PRESS;-

171, THE TEN MAINTAIN THEIR VIGOROUS CONDEMNATION OF THE | SRAEL|
INVASION OF LEBANON.THEY ARE GREATLY CONCERNED ABOUT THE SITUATIoN
IN THAT COUNTRY AND IN PARTICULAR IN BEIRUT.THEY BELIEVE THAT THe

PRESENT CEASEFIRE MUST AT ALL COSTS BE PRESERVED,

THIS CEASEFIRE SHOULD BE ACCOMPANIED ON ONE HAND BY AN IMMEDIATE
WITHDRAWAL OF | SRAEL! FORCES FROM THEIR POSITIONS AROUND THE
LEBANESE CAPITAL AS A FIRST STEP TOWARDS THEIR COMPLETE WITHDRAWAL,
AND ON THE OTHER HAND BY A SIMULTANEOUS WITHDRAWAL OF THE PALESTIN-
IAN FORCES IN WEST BEIRUT {N ACCORDANCE WITH PROCEDURES TO BE
AGREED BETWEEN THE PARTIES.

IN ORDER TO FACILITATE THIS WITHDRAWAL THE SEPARATION OF FORCES
WOULD BE CONTROLLED DURING THIS SHORT TRANSITIONAL PERIOD BY
LEBANESE FORCES AND,BY AGREEMENT WITH THE LEBANESE GOVERNMENT,
BY U.N. OBSERVERS OR FORCES.

2. THE ESTABLISHMENT OF A FINAL PEACE IN THE LEBANON REQUIRES THE
COMPLETE AND PROMPT WITHDRAWAL OF ISRAELI FORCES FROM THAT COUNTRY
AS WELL AS THE DEPARTURD OF ALL FOREIGN FORCES EXCEPT THOSE WHICH
MAY BE AUTHORISED BY A LEGITIMATE AND BROADLY REPRESENTATIVE
SOVERNMENT OF LEBANON WHOSE AUTHORITY WOULD BE FULLY REESTABLI SHED
OVER ALL ITS NATIONAL TERRITORY.THE TEN SUPPORT ALL EFFORTS

FOR THE ACHIEVEMENT OF THESE OBJECTIVES.

3 FOR THE PRESENT THE TEN HAVE DECIDED TO CONTINUE THEIR ACTIVITY
T BRING RELIEF To THE POPULATION IN DISTRESS AND, IN THIS CONTERT,
CALL ON ALL PARTIES To ACT IN ACCORDANCE NITH SECURITY COUNCIL
FEOLUTIONS 599 AND 512 AND TO COOPERATE WITH THE Rss:’ousnsl.imY
INTERN AT ON AL AGENCIES AS WELL AS WITH UNIFIL.THEY ARE “-:?n

N dug COURSE To ASSIST |K THE RECONSTRUCTION OF THE COUNTRY.

/ 4. ANEIOUS

CONFIDENTIAL




4. ANXIOUS TO INIT)ATE,OVER AND ABOVE THE SETTLEMENT of 1y 1
PROBLEM, THE LASTING RESTORATION OF PEACE AND SECURITY 1y ¢ :‘“Esz
THE TEN WISH TO SEE NEGOTIATIONS BASED ON THE PRINCIPLgg on . "EOION

J

[
OF § ! .

FOR ALL STATES AND JUSTICE FOR ALL PEOPLES.ALL THE PARTI g m:zz;l‘n ;

B |

|

|

|

[

SHOULD BE ASSOCIATED WITH THESE AND THUS SHOULD ACCEPT oy o
EXI STENCE. | SRAEL WI(LL NOT OBTAIN THE SECURITY TO wicy .
IT HAS A RIGHT BY USING FORCE AND CREATING FAITS ACCOMPLg,
BUT IT CAN FIND THIS SECURITY BY SATISFYING THE LEGITimATE
ASPIRATIONS OF THE PALESTINI AN PEOPLE.THE LATTER SHOULD Mavg 1y
OPPORTUNITY TO EXERCISE THEIR RIGHT TO SELF-DETERMINATION Wity yq,
THAT THIS IMPLIES. THEY BELIEVE THAT FOR NEGOTIATIONS TO B posgip;
THE PALESTINI AR PEOPLE MUST BE ABLE TO COMMIT THEMSELVES To Thpy pyy
THUS TO BE REPRESENTED AT THEM.THE POSITION OF THE TEN REMAINs
THAT THE PLO MUST BE ASSOCIATED WITH THE NEGOTIATIONS.THE TeN wigy |
TO SEE THE PALESTINIAN PEOPLE IN A POSITION TO PURSUE THEIR ‘
DEMANDS BY POLITICAL MEANS AND WISH THAT THE ACHIEVEMENT OF THEse |
SHOULD TAKE ACCOUNT OF THE NEED TO RECOGN!SE AND RESPECT THE :
EXI STENCE AND SECURITY OF ALL.’’ 5

‘ Dijezzine
1
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HE PROPERTY OF HER BRITANNIC MA7gsTys
715 T STY'S GOVERNMENT

CSDY No. 46

Anglo-Italian Summit
7 July 1982

Southern Africa/Namibia

Brief by Foreign and Commonwealth Offjce

points to Make

FIVE COMMITTED TO SEARCH FOR NAMIBIA SETTLEMENT

]. Five remain united in their determination to achieve settlement
New South African flexibility, compounded with Front Line States'
and SWAPO's earnest wish to end war, gives real chance now of

beginning implementation of SCR 435 well before end of 1982, and

possibly as soon as August. But to meet this deadline we shall

need flexible and positive responses to our proposals.

2.

Hope that Italians will use their influence with SWAPO and
FLS to seize this possibly unique opportunity to remove South
Africa peacefully from Namibia, and persuade them not to be

distracteq by groundless suspicions on points of detail.

NEXT%

3. ; 3 : ties.
Five are stepping up informal consultations with the par
AmeriCa_ns’

g : g
on behalf of the Five, engaged 1R high leve

dig : : oon
Cussiong Wwith South Africans in Washington. Five hope S

0 5 ibly in
*ogtn talks with all Front Line States and SWAPO, possibly

Ney M Africans in

* With parallel discussions with South

CONFIRENTIAL -158



CONFIDENTIAL

Washington. Proximity talks or all-party confere,
Ce

igh

t
lg to

that

follow. Five have not finalised or Presenteq Prop
(SSFY

any of the parties concerned therefore presg report
S

11South Africa has accepted phase 2'' gare Prematype

POSSIBILITY OF WIDER REGIONAL SETTLEMENT

4. Simultaneous agreement on Cuban withdrawa] has p,
W beco,n
e
Though not part
of the Five's mandate, each of the Five has agreed tq
SUppory

an essential element in a Namibia settlement.

American efforts to secure this. Cuban withdrawal Would engy),
South African Government to justify to its electorate el
willingness to allow implementationof UN Plan despite South
African recognition that SWAPO are likely to come to power ip
Namibia. Current negotiations, which are likely to be diffieu,
therefore provide chance of wider regional settlement with

ensuing benefit to whole region.

Background [For Use Freely Except Where Shown Otherwise]

ITALIAN ATTITUDES TO SOUTHERN AFRICA

5. The Italians adopt a low profile on Southern Africa,

although they keep themselves well informed. They SUpport

the efforts of the Five. Mr Sam Nujoma, President of SWAPO,

% g
‘Sited Rome and had talks with the Italian Government 2ad

the i :
Vatican (meeting the Pope) in February.

RECENT NEGOTIATIONS

pat they

6. In mig- |
)
Cou

y

¥ay the South Africans told the Americans ®

Wwere willin g urit
g to move rapidly to implementation of by 11 ¢

Resolutj ,
108 435 and showeq signs of flexibility oB mebil

outst . d (
anding jsgyes, Foreign Ministers of the Five agre?

CON FIZDENTIAL
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) to take up the South Africap challenge

Luxembourg The
e gtates have responded commendably to informal
fron ! :
nsultations carried out in Lusaka, Luanda and Dar eg Salaam
co

senior officials from the Five:

s team of their Heads

; state met, with SWAPO, in Dar es Salaam op 14 June, and ip
o ’

e confidential reply to the Five made clear their broad
soceptance of several of our proposals for moving the

ations forward. The South Africans have also responded

negoti
positiVeJ-Y- [NOT FOR USE: In particular they are prepared

to select - though not to announce - the electoral system fo.r
the Constituent Assembly before implementation. This has been

one of SWAPO's concerns. ]

NEXT STEPS

7. The Five have now established enough common ground between
the parties to begin parallel talks in Washington and New York
next week. Several problems remain: for instance, SWAPO's
wish for assembly points for their forces within Namibia
(undoubtedly unacceptable to the South Africans), and the

question of Cuban withdrawal.

WITHDRAWAL, OF CUBAN TROOPS FROM ANGOLA

o Five have agreed

Although not part of the settlement, the

& A a4 1
° Support American negotiations aimed at securing s o

of i i
Cuban troops from Angola during implementation e

pl s dor,
®: General Walters, President Reagan's roving Ambasss

vi 3 to
Sited pay es Salaam, Lusaka and Luanda in early June

ex t that
Plajp clearly to the Tanzanians, Zambians and Angolans

the le to
South Africans (and the US) are unlikely to be ab

Cont ; taneous
“Mplate 5 Namibian settlement, without & simul

agree i t
ment on Withdrawal of Cuban and other gt

CONFIDEN

roops from
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Angola, in return for firm assurances against furthey kg
: | uth

African attacks on Angola. Although reluctant tq e

any formal link petween the two issues,

e SdaTant ol th
e
purely for the Angolans to decide,

question is some at 1east
of the other Front Line States have so far been ressonany, :
Scepyy

Vo

ate arguments about the inevitability of g 14nk iy
e

to priv
benefits for all of a wider settlement. Recent Soutp Afpied!
public statements have however led to an inevitable hardening

of Angola's attitude.

Rt
oreign anqg Commonwealth Office
29 June 1982
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ANGLO-ITALIAN SUMMIT

7 July 1982

REGIONAL ISSUES: LATIN AMERICA

grief by Foreign and Commonwealth 0ffjce

AINTS TO MAKE

, With large Italian communities in South America and important
trading links, fully understand Italy's concern over relations.
share Italy's wish to restore/reinforce good relations with the
wuntries of Latin America. But Latin America not a single entity;
wmmon features, including language - but different attitudes and
priorities. Falklands crisis highlighted these differences.

Mpproach to the region therefore needs to take account of this.

& Should not exaggerate damage done by crisis. O0AS reluctance to
ipose Sanctions on UK indicates majority of States value their
"lations yitp UK and Europe. Most Latin American countries' reaction
Y88 restraineq,

1 .
M oun (Colombia, Guyana, Ecuador, Chile) privately relieved that
¢(~lUCce8sfuL

la Precedent had not been set for resolving territorial
k by force B K
SErdance g

Many, especially those with territorial disputes of

ms rather than by peaceful negotiation in

. : lon
egp internat jonal law. Argentina's neighbours have 9
appp s :
pehe"s’ve over her terr itorijal ambitions.
Uk has been
I"me

‘"'“Dora
0
p r'lati

: 5 tin America
making a major effort in relations with La

¥ tions in
Falklands crisis has placed strain on i
ing or

d us that

time,

ic . ast
Ular- cases but we do not expect this to be a L

e °b5tacle_

assure
Several countries have already
Ong

; chile).
eMain excellent (Brazil, Mexico, Sl i

/Aim

160
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: : on a country=by-countr :
Aim to continue working Y basig and buj economic
diy

erests:
on past efforts. y pish 1nt
D rica accounts for 5.5% of world GNP an

: & in Ame |
4 Welcome arrangements 1in hand for bilateral talks betye 0 Latmrichest' most industrialised ang fastest dd 5% of “orld trage, |
. ¢ en .. the ; ~developin : |
f i in America. is ; tal GNP 9 regio
officials on Latin I; rhird world, fts tota being roughly equal to that of th: e
the

_continent, SE Asia and Africa combined

Se Continue to support EC efforts to improve relations "ithL ! jndian S”bh ol failed to capitalise suffici Mthoth British |
America. In PRCETRUSRPy A E?rly FesaRptien. b the E(:/G:ltlln N,ortef‘f ':s the area offers a substantial ;cnntly Fei'n |
(the Group of ALL American States) dialogue at ambassadorigy| LevgtA OP""'tum-:ra;Le major project business. Lat?n fasf-gmﬁng s |
and of the negotiations to conclude the non-preferentijal c°°Derati° and cof‘:’o:r exports vorth Z10iasINEn account;: :nenca in 1980 took
Agreement with the Andean Pact. n ?.Zz:t:- British investments in the main south A:::;::%c:: :ur
BACKGROUND ;::ico amounted to £850m, of which £200m was invested in Arg:n::::.and

Loans by banks based in the UK total $32.5 bt liens

Italian Interests in Latin America

gritish Interests: political

6. One of the largest communities ijin South America, Particulaply i y TR e :
3 y 9, We have soug in recent years to repair i

Brazil and also in Argentina where a lLarge proportion of the populati ) . P pPrevious neglect and to

gmonstrate that we take Latin America seriously. We have sought to

play our part in buttressing stability and democracy in the region.

Wr political objectives in Latin America are broadly shared by our

js of Italian origin. The region is a more important trading partpe
for Italy than the UK. For instance, Italy imported twice as much

from Argentina and her exports were subhstantially higher. 1In

lommunity partners: and the accession of Spain and i i
recognition of Italy's strong interest it has been agreed, at our : e

fresh impetus to the Community! i
el T o : - ; s efforts to consol
initiative, that officials should have bijlateral discussjons on Latil Y solidate and develop

its relations with the regi i i i
s 2 egion.
America in Octoher. g The region has close historical and

tw A ’
(tural affinities with Europe and, whatever the Third World labels,

is ge : : ! .
Latin America and the Falklands tuz:era“y pro-Western in jts underlying sympathies and concerned
a ; : ‘
7 : / k Hasieh nce its inevitable links with the US with developed European
. Latin American public support for the Argentine causeé ‘ntactg,

We are currently reviewing our future policy towards Latin

: he R0
course been strong and voci the meetings of ! Wericq i
; \ : g ferous, notably at ; - oaotihe ain consultation with posts. A number of Ministerial visits
reaty signatories. However, a number of Latin American Gov " both direct 5
notabl ; : Rica - e €tions are already planned for the second half of the
ably Mexico, Brazil, Colombia, Paraguay, Chile, Costa " as part of : ;
maintained a ] ! and othe™ | ro. °T an overall programme aimed at reinforcing our
remarkably restrained official Line. They o ons with ¢p ;
ress € region.

have made clear their concern at the example of Argentine aggtions
a

No cou , . rel
ntry took any public or direct action to downgrade sLital!

With Britain or attack our commercial interests. Practical m L F‘JREIGN AND

support: for, Argentdsia has Bsen offersd by only a fau SEAECCENS % dung 198 COMMONWEALTH oFFrcE
been Llimited and secretive, In real, rather than propaganda,baCK ; 2
the Latin American reaction m : ¢

7 Le S
; ust have been a considers®
Argentina,

cpish

3 3 /V
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THE PROPERTY OF HER MAJESTY'S cove

ANGLO-ITALIAN SUMMIT
7 July 1982
IRAN/IRAQ

Brief by Foreign and Commonwealth Office
INTS T0 MAKE :
“est'S gle

Little we can do to stop the war. Ten'g statement on 24 llay'

calling for early negotiated settlement was expression of our concern

Ay attempt to play direct role could alienate the Iranians f&ther

.:, be counter-productive. It is for Islamic states in the region

‘to accept this responsibility and to use theirinfluence on

belligerents.

Action at the UN

Withdrawal of remaining Iraqi forces from Iranian territory

P "lcone step. Makes it easier for UK to support well-considered

nitiative in UN. Any resolution would have to satisfy both

: ¢
Uigerents ¢ it was to be more than rhetoric.

1er Mediatiop efforts
8, N0n~A11gned Movement and Islamic Conference appear to recognise

that
for the Moment they have no further role to e
Y sting be trying.

/BACKGROUND NOTE
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f Iragi Forces
awal o
withdr

gaddam Husseln announced on 20 June the Withdrawal of

4.
: i forces from Irani
Susining 1724’ z nlan territory, thys effectively

eting one of the Iranian conditions for a ceasefire ang
pe

negotiate‘i settlement. This latest Iragi olive branch is g
Jelcome step. It reduces the immediate threat of Iranian
jpvasion of Iraqi territorys

other Iranian demands

5. But Saddam Hussein has not been let off the hook yet.
The Iranians continue to demand reparations, condemnation

of Iraq as the aggressor, the return of Iragi exiles and the
downfall of Saddam Hussein. The Saudis and the Gulf States
are reported to be prepared to offer money (US$25 billion)

to Iran and the Iraqis are on record as accepting a tribunal:
but the return of exiles and the toppling of Saddam Hussein

D3y not at present be realistic.

Downfall of Saddam Hussein

8. Saddam Hussein's personal identification with the war
D2y haye exposed him to challenge from within the Ba'ath Party,

or g a
from the armed forces who have played until recent years,

tragi+« = ts
radltlonal role in Iraqi politics. But he has survived threa

i Da!
"M the pagy General of the Ba'ath

His re-election as Secretary

ar i d his
ty lagt mOnth may pe evidence that he has consolidate

Posj t 4 11 of
ton ang united the Party behind him. The downfa

/Saddam
2
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Saddam Hussein and the emergence of a regime Sympathetic
: : to
a surrogate of Tehran would have serious implicatigng fo ¥
by

security and stability of the region, and for Iraq'g rela

tiop,
; s
with the West. For us, the Devil we know may pe Preferg,

le %
Devil we do not.

Action at the UN

T Because of their treatment by the UN when Iraq launChed

her war in September 1980, Iranians will be enrageq by anythiy,

short of an even-handed resolution. Ill-considered apg R :

resolution (of Jordanian initiative on 31 May) leading to 5
veto or non-compliance could damage UN role in future mediatiop,
If UN action is to be effective it must command Iranian Support
or acquienence. Iraqis have started to stimulate support for
action by the UN Security Council and are working on a draft

resolution which they may want the Non-Aligned Movement to

sponsor.

Other mediation efforts

8. The Iranians are annoyed by a recent decision taken at

Havana to proceed with the Baghdad Summit in September. Thes

could well attempt to make the meeting impossible on security
; iat

grounds and will pe unlikely to accept the NAM as valid medi

: in 1at€
The Islamic Conference made a fresh and fruitless attempt®

n the
May to mediate.

3 rOug
Both organisations may now simply &9 v

moti
‘ons for form's gake . The Algerians who played hom

an
. : : Iran
0 the negotiation of the 1975 Algiers Agreement b
1 N
Taq (the latter abrogated it unilaterally in 1
Prepared tqo try their hand again.,

FOREIGN ANp
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THE HORN OF AFRICA

BRIEF BY FOREIGN AND COMMONWEALTH OFFICE

pOINTS TO MAKE
i Continuing instability increases risks to Western interests
to the Gulf. Soviet interests served by Libya/Ethiopia/south
Yemen pact but Libyans probably the main instigator, gaining
opportunities for meddling in the Horn in returﬁ for some
tinancial help to Ethiopia. Italian impressions?

A In Ethiopia, Mengistu seems to be surviving failure of Red
Star Campaign. No sign he is ready seriously to improve human

rights or compensate expropriated Western companies. Difficult

to have constructive relations until he does.
3

Somalia's President Siad Barre in difficulties. Contradic-

tory indications of his intentions. What do Italians think?
BACKGROUND

4. The present Ethiopian regime depends heavily upon the

So : ! 3
"€t Union for economic and military support, and in mans

i
leldg Copies the Soviet model. At present there are some 1000

Soy and
Viet advisers ip the country, nearly as many East Germans,

11 - i 11
,000 Cuban troops. But the Russians do not have things 2

fetr g Also the

Ethiopian nationalism is still a force.

Tegj leadership
0 becomlng more coherent: factions within the

0 1o jsional
Ongey murdep each other; and what remains a Prov

Wit ents as 2
o Government no longer murders potential oPPOT

/matter
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matter of course. Somalia's weakness removeg the ¢y
b ol

Cat
a second invasion of the Ogaden (where the Cubang are %

stationed). But the regime has not succeedeq in by,
g1

A : g
an end the insurgency in Eritrea, where a large Pgroi to

its
army is tied down and where the ''hearts ang mindg

Campag,
(known as Red star) seems to have failed.

5. Externally Ethiopia has over the past 18 montpg soug;
improved relations with neighbouring states, inChlding Beisy
and Sudan. Rit this improvement was put at risk by the
signature last August of a provocatively worded Treaty of

Friendship and Cooperation with Libya and South Yemen, ‘Thisf

secured $150 million for Ethiopia in return for Ccooperatioy
in Libya's efforts to undermine stability in the area, apq
to ferment opposition to United States policy. Although the
Russians do not appear to have masterminded this treaty, they
are likely to welcome the threat it poses to more moderate
states, such as Sudan, and to Somalia in particular (where the

United States have a Military Access Agreement).

6. The Ethiopian economy is in poor shape, despite its cor-

Siderable agricultural potential. The World Bank are expected
: . ‘ 0
to provide funds for agriculture and education. Ethiopis 38

e nt
Qualifies for a substantial share of the European Developee

$25
Fund. The Italians are the main bilateral donors (around

ekl o, aid
million per annum Plus technical assistance). British

1
i gime's
remains frogzen, One obstacle to its renewal is the Les

i : g ssets
failure to provige compensation for British business ?

nationaliseqd when it took power
; : : 4 o puns?
; second difficulty ig Ethiopia's abysmal recor

ne
rights. go I8

Pespite some 16,000 unpublicised releases UP

1981 maﬂy

» and
amnesty for 479 detainees last SeptembeTl:

/t hous“"ds
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p01itica1 prisoners ,

L amon
Ousands o g them most of the

th ;
ving members of the Ethiopian Royal Family,

survi are stilx

tained without trial. In addition, the Ethiopiang
de

parked last autumn on & SEFICSEOEEEEEEE actions
em

hristian organisations,

againSt C particularly the Mekane

gesus and Baptist churches.

g, Somalia is also in a mess. President Siaq Barre still

enjoys the support of the army, which brought him to power
in 1969. But corruption and clan quarrels are rife; and
there is increasing discontent, encouraged by Ethiopia, in
porthern (ex-British) Somalia. All that Barre has to show
for his campaign in 1977 to seize the Ogaden is some 700,000
refugees. The cumbersome single party apparatus, established
during Barre's flirtation with the Soviet Union, offers no
help in solving the country's political or economic ills.

The latter are acute; and although Barre has been making
tentative efforts to liberalise the economy, he also uses the
party structure to suppress critiecs.

9. Somalia, with few natural resources, relies heavily on
foreign assistance. Italy and West Germany are the main
donors; and Saudi Arabia has for the past two years given
"0St of the 0il Somalia needs. The British aid programe

'S smaly, running at about £1.5 million a year; but we have

{Biaa s i he
contrlbuted substantially to refugee relief; the cost 1n t

Curre . s
it year is around £3 million.

Teigy
3 g Commonwealth Office

0 Jy
ne
1982 CONFIDENTIAL
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CENTRAL AMERICA

Brief by Foreign and Commonwealfh Office |

POINTS TO MAKE

1. Situation remains confused and potentially explosive.

Ve share ys concern at risks from instability and Cuban-

backed Subversion. But we must also speak out against

human righ g abuses in E1 Salvador, Guatemala and Nicaragua.
. In E1 Salvador right-wing gained upper-hand in
\.

e :

lectiong but a political compromise has been worked out

invo]y4 ; ies.
21ving Participation in govermment for all major partie

We A v me.
i SUPport US efforts to achieve a satisfactory outcom
3 b i o
. 2 caragua.
Concerned at continuing leftward drift in Nicaragud

fady . Ppro-Soviet
g OPPOsition figures now leaving the country.

Stancg . ; ink it is
F’ 1ncreasiﬂgly evident. Do Italians still think

Sl
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worth persisting with substantial ajq to Nicara

' regime? We have considerable doubts. 8uap
& Situation in Guatemala sti]] confugeq.
Prospects for stability bleak.
5. No immediate signs of an increaseq e

from Guatemala to Belize, but British garrisop wily

remain

for an appropriate period. How are Italian relatious
With

Belize?
BACKGROUND
E1l Salvador
6. The elections of 28 March left the right-wing
parties in control of the Constituent Assembly. Byt after

four weeks of infighting and US pressure the moderate

Sr Alvaro Magafla was appointed interim President of the

Republic, The Christian Democrats have three posts in his

new Government, But the extreme right-wing ARENA party

control three key Ministries and clearly exercise considerabl

influence,

o | The right-wing have already forced the suspessi?
of the previous government’s land reform policies which
*he'US Gevernment strongly backed. This could exacerbstt
US Congressional opposition to further economic and milita?!

assistance on which E1 Salvador depends.

: uads)

8. Klllings, allegedly by right-wing desi ial
: i romin L

are 1ncreasmg again. Victims include p 1neng - er

Howe™’

Unusually some arrests have been made:

Democrats.

=0
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gots for & negotiated solut{oi armeq
p e

gro°
sition remain poor.
opp© :
close party links with the Salvadorean
pristian Democrats cause the Italjap Government to pe
chr

rticularly concerned at the recent Setbacks
5 :

yicaragu2
10. -6,000
cupan ''advisers''; military build-up helpeq by Cuba, the

The leftward draft continues: 5,000

soviet Union and Eastern Europe;- commitment to Marxism-
Leninism reaffirmed. Up to 2,000 more Cubans are reported '

to have arrived recently, allegedly to help in reconstruction

work after flood damage.

118 A State of Emergency is in force. The pretext

is alleged US destabilisation, the threat posed by right-wing

Nicaraguan exiles based in the USA and Honduras. Civil

rights are suspended and the media censored. Prominent

opposition figures have fled the country.

12. A Nicaraguan delegation to Moscow (4-9 May) was

recelved by President Brezhnev. Aid worth $167 million over

five years was promised. But little help was offered for
Mcaragya'g short-term economic needs. The Russians are

likely to discourage any exaggerated expectations of ecomomic

*Ssistance, Following a European tour by another Junta

Memp ave
°¥ 2 number of promises of aid were reported to h

b

€en SeCUred

including one from Italy.
13,

: ions remains
b The atmosphere of US/Nicaragua relati
Pinctyy ool RS o Tesine

; The two countries have a
dlalOEUe L e

.
but the Americans do not seem optimistl

CONFIRENTIAL

167




_ CON'FIDEy:nAL

CONFIDENTIAL

chances of success must be slim.

Guatemala

14 On 23 March a 3~man military Junta Eeiy
< .

Poy
in a bloodless coup. The coup leader Geners) it "
S N

Outt'

a ''born-again Christian'’' previously known as g iy
1st

later dissolved the Junta and assumed 2 | Power

The
s $ €|
over-all political orientation and life exPeCtancy Blng

remalu 1

doubt. Despite some encouraging signs, the pmspectsf
or

improving Guatemala's appalling human rights records g
epoo

Belize/Guatemala Dispute

15, Guatemala broke off negotiations ovyer the long-
standing Belize dispute in 1981 before Belize became indepe
On independence she severed consular relations with the g
(having already broken diplomatic relations), Hopes that
negotiations might be resumed, (with US help) were dashed
by the 23 March coup, The new regime haye made inconsistent
statements about Belize: some suggesting a conciliatory

approach, others vigorously propounding Guatemala's claim

—-

Further moves towards settlement seem unlikely until Guatens
internal situation is more settled.

16. British Forces will remain in Belize for 2t
appropriate period to assist with external defemce. s

has been fixed for their withdrawal.

17,

{

sigloo?

)

i ident
Italy is about to establish (non-reside?

relationg with Belize,
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LIBYA

Brief by Foreign and Commonwealth Office

Points to Make

1. No illusions about Qadhafi's capacity for mischief,
though economic problems at home and wish to present
responsible image as OAU Chairman may temper activities.

P, 0y Chairmanship will give Qadhafi an important voice

in Africg. Some risk to Western interests eg Namibia.

Must pe vigilant,

< in
Favour cautious dialogue, but modest improvement

\id :
elatlons set back by hostile attitude over Falklands.

(0] . .
" Marking ¢ ime
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Background
4. Libya a former Italian colony. Substantig] Italian
trade interests (importing 15% of their oil) apg e"patl‘iate
community of 15,000 (about 8,000 Britons). Italians Pelig |
wary of suspected Libyan involvement in terrorigm in Ita.ly

and mischief in Sicily. Qadhafi has been pressing fop o

official visit to Rome but the Italians have so far resisteq

5. UK exports to Libya in 1981 were worth around £500m,

We buy no Libyan oil. Rapid and unforeseen decline ip
demand for and the price of oil combined with inflexible
policy have resulted in a daily production half that of 1981,
and a dramatic slump in Libya's revenue. Short term prospects

dim, medium and long term bright.

6. Qadhafi is due to assume the OAU Chairmanship in August
but the Tripoli Summit is threatened by a dispute (not of
Libyan making) within the OAU over the membership of the

Western Sahara's So-called government in exile, the Sahara

Arab Democratic Republic.

7. Qadhafi is disappointed at lack of Soviet response to

invasion of Lebanon.,

v £
Oreign anqg Commonwealth. Office
30 June 1982

~ 2CONFIDENTIAL
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BRIEF NO 12: MEDITERRANEAN ISSUES: (b) Malta

BRIEF BY FOREIGN AND COMMONWEALTH OFFICE
POINTS TO MAKE

Malta/Soviet Union

6 Continued concern at possible Maltese drift towards
Soviet Union. Italian assessment of current state of play?
Views as to ways of countering Russian influence? [Defensive]
No difficulty in joining some general endorsement of Maltese
neutrality, but have not been asked by Mintoff to make
statement of our own, nor as non-Mediterranean power would

Wwe consider it appropriate.

Foreign Interference Bill

2, If Bill becomes law in September, concerned that it would
Pose problems for all foreign information and cultural activities.
How do Italians assess risks to their own interests? Scope

iti i ion
for preventive action? Impact on internal political situat

in Maltao

9,

4 O ; ¢ present
Glad that agreement reached on extemsion of P

; jve] Cannot
Atonomoyg trade regime until December. [Defensive]

agy : in present
‘8¥ee thag exceptional aid should be given tO P

e 8y . 1 problem
Cl‘CumstanCeS, Maltese should solve their internal P :
’ A col.
B inancial Proto
0 Teleage the unspent 13 mecu from the First Finan
/R‘Anw{‘.ﬂﬁfm

169

CONFIDENTIAL




e

CONFIDENTIAL
BACKGROUND

Malta/Soviet Union

4 In 1981 Malta concluded agreements With the .
: ;- OVigt
Union on bunkering, shipping, trade and air Services
) and
finally a neutrality agreement (Malta had earlje cone)
Cly

i deg
neutrality agreement with Italy which is unique ip o 3
Vi

for aid). Malta and the Soviet Union are now exchangin:mg
Embassies. Following Mintoff's election victory ip DeCember
the pro-Soviet tone of the Maltese Labour Party DTess hyg
if anything increased, but limits may be imposed by Soviet
reluctance to meet Mintoff's demands for a financial trade-
off and his wish to keep in with the Italians,

5. Italian policy towards Malta basically conciliatory,
Fishing for others to make statements supporting Maltese
neutrality. French, Greeks, Algerian and Tunisians have
obliged with statements but no guarantees or aid.

Foreign Interference Bill

6. The primary purpose of the Bill is to clamp down on
Nationalist broadcasts from a private television station i
Sicily. But its provisions are draconian., In effect, and with
very limited exceptions, it prohibits almost any action by
foreign nationals, or a Maltese national not ordinarily

; . : ekl
resident in Malta, without written permission of Ministe

i jon
of Foreign Affairs. The Bill is arguably in contravest
sreed®
of provisions of European Convention on Human Rights oF

 ati00s
i ciat?
of expression, peaceful assembly and freedom of asso

: t0
. ce
The Maltese have reacted with characteristic A
Italian eéxpressions of concern.
EC/Malta
T
/ tald?
o 1
7. At the Foreign Affairs Council on 22 June be

ar 2
RiRe Strongly, put without success, in favour of

CONFIDENTIAL

CONFIDENTIAL

proposat that 10 mecu of exceptional aiq Should be gq,

.o Malta in order O PrOVICE d Hewiseit :
ys1ts Telationss It was agreed that ti autonomous tra;m/
regime should be extendodisEy éxceptional aid given
(lalta will not 2cCEPt loans Hindsc e rin .
protocol because by Maltese law public r}nancing is subject

to a maximum of 3% interest,)

Foreign and Commonwealth Office

28 June 1989
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BRIEF BY FOREIGN AND COMMONWEALTH oppicg

POINTS TO MAKE

Intercommunal Talks

T Now reasonable prospect of talks keeping on course

throughout the summer. For the moment no special action

with the UN or the parties seems called for. Good atmosphere

and real if limited progress achieved in the talks this

year generally encouraging. But neither side has yielded

on any point of real substance; long term prospects not rosy.
We must continue to give UN full support. |
2, President Kyprianou likely to seek recourse to the UNGA

in the autumn, especially with impending Presidential election

(due before end February 1983). Will only serve to demonstrate
PGreek Cypriots that the talks offer only feasible way forward.

BUt Turkish side seem certain to react badly. May need to

‘oncert our positions again in early autumn.

Turlk: L
~Zkish Prime Winister's Visit to Northern Cyprus

3% Greek Cypriots have protested widely about this visit.
- fePercussions seem now to be fading, but plans € G
“ntral pank and to make Turkish lira officisl currency in the
gt PTovocative; may create difficulties 8 ancavomme
talkg,

/BACKGROUND

11
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BACKGROUND

Intercommunal Talks

4. President Kyprianou and Mr Denktash (Presi e &
the ''Turkish Federated State of Cyprus'') pet ST pey

e2 de
cuellar separately in New York in early June.

Heetings Weng

well and no immediate prospect of breakdown in intere
Ommyng,
talks.

g Since the tabling of the UN ''evaluation'' in N°Vember
1981 the talks have taken on a new lease of life ang were
recently speeded up from one to two meetings a week, Areas
of evaluation still be discussed include territory ang safe-
guards for the Turkish Cypriots; both will be difficult and *I
deadlock may well have been reached by the end of the Summer,
6. Greek Cypriot threats of recourse to UNGA WOrrying.

But less objectionable than other recent ideas on ''internatiop.-
alisation'' (international conference, appointment of mediator)
apparently favoured by Papandreou, who sees no future in talks

until Turkish troops withdraw from Cyprus.

Turkish Prime Minister's Visit to Northern Cyprus
1%

Ulusu's visit, though deliberately low-key, was clearly
intended to counterbalance Papandreou's visit to Cyprus in

osed
March. The Turks have said that the new economic measures Pro?

e i bility
during the visit are aimed at achieving greater economic sta

in the North, and deny that they are trying to integrate

: : nomy
the Turkish Cypriot economy, or to set up a separate ec°

: ; t
in the North. e to interpre

But the Greek Cypriots may choos

1
them as ¢ comnun?

urther evidence of the futility of the interf

. s
dialogue; :

; in CyP
and our own ability to conduct business 7 A

; cypr®
“ould be adversely affected by the displacement Of He

S
ound urk
P in the North, We have made these points to tae
Con

S
ultation with Eurogean Partners

8. W jal
e have PeriOdic and Strictly confidential officl cussioﬂS
a3

CONFIDENTIAL

CONFIDENTIAL

jscussions of Cyprus With Frenchuerm and
d I

at Hed

taliang
Last meeting in Parig

Next meeting enviga
24 May- ged in Longo
on 4 N early ayt
umn,

4 of Department level.

Foreign and Commonwealth Office

28 June 1983
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ITALTAN INTERNAL POLITICAL SCEyg

grief by the Foreign and Commonwea.lth Office

H 1. The present five-party coalition Government continues to

survive thanks to the mediating skill of jts Prime Minister

Republican Senator Giovanni Spadolini. The coalition comprises

the
Socialists (PSI), the Social Democrats, the Republicans and the

(in order of importance) the Christian Democrats (De),

Liberals; it has already exceeded the average life-span for
post-war Italian governments (8 months). Despite all Spadolini's
efforts, and his attempt to rely less on 'surmit' meetings

between party secretaries, differences between the partners mean
that the government has been little more effective than its |
Predecessors in tackling Italy's fundamental problems. The

country thrives despite, not because of, its govermments. Elections

iTe not due till 1984 but could come sooner.

2. Senator Spadolini made a vigorous start last June at tackling

It rnal factors,
Ay's fundamentad economic problems. Helped by exte

.2% now.
he hag Succeeded in reducing inflation from 22% then to 15

! much remains
** the pup1e sector deficit is huge and growing, and muc

in
to be dOne_ e

3 nding,
Necessary measures to cut public spe

laboy costs e are politically

and increase Government revenu
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controversial; lasting agreement on a programme is yp
ike

1
be forthcoming. I

3. Senator Spadolini, the first non-DC Prime MiniSter °
post-war Republic, is under pressure from the pgy and 1y,
ambitious leader, Signor Craxi. Signor Craxi eXploits g,
opportunity to increase his party's influence op g°vernment
policy and to attract new votes. He has his sightg on the
Prime Ministership, but is wary of provoking a governmept erigy
for fear that the electorate might penalise hig Party i 4,
ensuing election. Meanwhile the DC remain in some disarray,
showing no signs of the promised party 'renewal' apg obligeq ;0
react to the forcing tactics of the PSI. The Party Congl‘l;.ss 1
May elected Signor De Mita to replace Signor Piccoli as Party
Secretary, in the hope that he would deal more firmly with Signor
Craxi's pretensions, but he has yet to show his hand. DC

popularity remains static.

4. Significant political opposition in Italy comes only from
the Communists (PCI). They have moved towards greater independ-
ence of Moscow, and have sought to find a 'third way' betweer
capitalism and socialism as practised in Eastern Europe. Naay o
the militants at the party's base are confused, and in recent
inly ¥

local elections the PCI lost several percentage points: 3

the PSI although the other lay parties also gained.

. foreld’
°- El Salvador and the Falklands are recent examples o

4 o : dinte
policy issues which have split the coalition. More imme

: rivaté
domestic Pressure hag resulted from the decision by fhenk

employers federat ion

of
ol
up’
e V0

th
Confindustria, to withdraw frep

D

CONFIDENTIAL
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yonile' agreement on wage indexatiop
i ;

.scal

Contindug
triatg
e, thoush mot effective till e has alreagy
move’ : g ed
, series of strikes including a genera; Strike on 25 ;

0 : Une.
jeanwnil® a major financial scandal is emerging in the wake of
Ve 0

F o geath (in London) of Signor Calvi, heag of the Banco

osiano- ENI, the state oil Company,

4 is alleged to be involveq

;. Most major institutions of the Italian state function at a 1oy
lvel of efficiency. Urban terrorism, by the Red Brigades and
(to a lesseT extent) by the extreme right, remains a serious
threat, put the security forces have maﬁe good use of informat'ion
provided by 'repentant' captured terrorists. They have made x;xore

than 300 arrests since the release of the kidnapped US Brigadier

Dozier.

7. There has for years been a contrast between Italy's rapid
economic advance and the immobility of Italian politics. This is
unlikely to change, even though Senator Spadolini has a reputation
for honesty and has tried to introduce some nrocedural reforms,
such as strengthening the co-ordinating role of the Prime Minister's
office. Many Italians remain disillusioned with all politicians,
except the veteran Socialist President, Pertini, who is widely

Téspected for his outspoken honesty.

FOPe'n-
82 and Commonwealth Office

29 June 1982
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UK/ITALY NUCLEAR COLLABORATION

Brief by the Foreign and Commonwealth Office

Line to take

1. Italy did not take up our earlier offer to propose areas
for collaboration. With the Sizewell enquiry pending this is
a difficult time for British industry to contemplate major new
commitments, though obviously we should still be glad to con-

sider any specific propositions.

Background
X/Italy Nuclear Collaboration

2,

The UK has no existing bilateral arrangements with Italy

"2 this field although both countries participate in a mumber
cy.

i Mltilatera] projects under the EC and Nuclear Energy Agency

i h
For €Xample, the UK and Italy work closely together in the

's
COmmunityv 1 support to Italy

s fusion programme and we give ful

r RFX) to be
FTOP0sal gor an important non-JET fusion project (RFX)
/based

175

CONFIDENTIAL



CONFIDENTIAL

based at Padua for which the Italians are seeking Co
Mgy 4

financial support.

3. The last contact at senior level was ga SPonsoreg
: visy

! ty
professor Colombo, the chairman of the Italiap Nationg) i
C

O,
ot theg tine the
Italians proposed collaboration with the UK on Teactor ge

Sigy

sion for Nuclear Energy (CNEN) in June 198].

and development. The UK nuclear industry was Sceptica] aboug
the assistance the Italians could provide, particularlyOnthe
Pressurised Water Reactor (PWR) design. However, Dr Frmmn;
the Chairman of the National Nuclear Corporation, inviteq
Professor Colombo to suggest topics for further discussiop

The Italian side has not followed up this invitation.

4. UK industry is now fully tied up with preparations for
the Sizewell public enquiry. They will be very reluctant to
accept any collaborative venture that might distract their

attention from the UK domestic programme, probably for the next

year.
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LIST OF BRIEFS ISSUED IN THE Puyp(s) SERIES

STEERING BRIEF

Bri

of by Foreign and Commonwealth 0ffice

A\LKLAND ISLANDS
grief by Foreign and Commonwealth Office

5, EUROPEAN COMMUNITY TOPICS

a.

b,

Ce

cofi)

s

a,

By
BriefwfsT POLITICy,
Y F°1‘eign

COMMUNITY BUDGET PROBLEMS
Brief by Foreign and Commonwealth Office

GENSCHER-COLOMBO PROPOSALS ON EUROPEAN UNION/LUXEMBOURG COMPROMISE
Brief by Foreign and Commonwealth Office

OTHER COMMUNITY ISSUES: ENLARGEMENT
Brief by Foreign and Commonwealth 0ffice

SUPER SARA: REACTOR SAFETY PROJECT
Brief by Foreign and Commonwealth 0ffice

* WITED STATES/EUROPEAN RELATTONS
Brief by Fore

ign and Commonwealth Office

DEFENCE qnp ARMS CONTROL

UNSSD 11 g
Brief by Foreign and Commonwealth Office

DEFENCE AND ARMS CONTROL: INF, START, MBFR
Brief by Foreign and Commonwealth Office

ARMS PROJECT
DEFENCE AND ARMS CONTROL: COLLABORATIVE

Briet by Ministry of Defence SLANDS
b : ST-FALKLAND IS
DEFENCE AND ARMS CONTROL: UK DEFENCE POLICY PO

Brief py Foreign and Commonwealth Office

AND ECONOMIC RELATIONS
and Commonwealth Office

PTO
1

|
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7 INTERNATIONAL ECONOMIC ISSUES
: Brief by Treasury

8,  INTERNATIONAL TRADE ISSUES
Brief by Department of Trade

9, UNITED KINGDOM ECONOMY
Brief by Treasury

10, ITALIAN ECONOMY
Brief by Treasury
11, REGIONAL ISSUES

e ISRAEL/LEBANON
Brief by Foreign and Commonwealth Office

b. SOUTHERN AFRICA/NAMIBIA
Brief by Foreign and Commonwealth Office

Ce REGIONAL ISSUES: LATIN AMERICA
Brief by Foreign and Commonwealth Office

d. TRAN/TRAQ
Brief by Foreign and Commonwealth Office

e, THE HORN OF AFRICA
Brief by Foreign and Commonwealth Office

f. CENTRAL AMERICA
Brief by Foreign and Commonwealth Office

12,  MEDITERRANEAN ISSUES

a,. LIBYA
Brief by Foreign and Commonwealth Office

b, MEDITERRANEAN ISSUES: MALTA
Brief by Foreign and Commonwealth Office

Ce MH?ITEBRANEAN ISSUES: CYPRUS
Brief by Foreign and Commonwealth Office

13,  ITALIAN

INTERNAL p
Brie by OLITICAL SCENE

Foreign and Commonyealth 0ffice

5. WNITED gqyg

Cabinet, 0ffice

5 July 1989
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