CONFIDENTIAL

10 DOWNING STREET
LONDON SWIA 2AA

From the Private Secretary 18 June 1986

EC/US ENLARGEMENT

The Prime Minister has seen a copy
of Washington telegram no. 1596 about continuing
problems with the US over enlargement of
the Community. She finds the suggestions
made in paragraph 4 of that telegram for
exploiting the United States' proposal
for a levy-free quota for corn and sorghum
interesting and will be grateful to know
how we intend to react to it.

I am copying this letter to Michael
Gilbertson (Department of Trade and Industry),
Ivor Llewellyn (MAFF) and David Williamson
(Cabinet Office).

(CHARLES POWELL)

C.R. Budd, Esqg.,
Foreign and Commonwealth Office.
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SUMMARY.

1. WITH BOTH SHDES DUG N ON THEWR POSITHONS OF PRUNGHPLE WE
STAND LIWTTLE CHANCE OF HELPHNG THE AMERWCANS OFF THEIR SELF-
CREATED HOOK OF THE JULY DEADLHNE: NEED FOR PRAGMATHC HDEAS:
WHY NOT A THME LAMITED AND POSSBLY DEGRESSUNE LEVY-FREE QUOTA
WHICH WOULD TAKE US PAST, THE AMERUCAN ELECTUON AND AVOUD A TRADE
VAR WHTH HMPLICATHONS FOR US PROTECTUOMIST. LEGHISLATHION AND THE
GATT, ROUND?

DETANL

2. W AM DISTURBED NOT ONLY BY THE APPARENT. COMPLETE LACK OF
PROGRESS ON THE SPAMISH ENLARGEMENT WSSUEGy BUT BY THE DEARTH
OFMWMMEW AGREE WiMTH OUR
WE THAT, A WKY SHOULD BE FOUND TO ALLOW THE US TO POSTPONE OR
AVOWD THE ACTWON THREATENED @ JULY/AUGUST. BUTi# AS WOODS UMPLIED
wmmncrs HERE STATE
CATEGORWCALLY) THERE @S NO {INTEREST. HERE #iN PUTTUNG THINGS

OFF WUTHOUT, SOME SATISFACTWON FOR THE US. WE ENJOHN THE
COMMTSSTHOR—AND—OTHERS—TO—THINK TIMAGIINATIHVELY ABOUT THIS,i BUT
NOBODY SEEMS EVEN TO BE TRYWNG TO HAVE (WDEAS AND THE COMMISSION
THEMSELVES NOW CANDWDLY ADMUT, THAT THEY HAVE BEEN UNWILLLHNG EVEN
70 CONSUDER THE AMERWCAN PROPOSALI FOR A LEVY-FREE QUOTA FOR CORN
AND SORGHUM ON THE GROUNDS THAT i, (S CONTRARY TO THE EC'S
GLOBAL APPROACH TO THE ARTUCLE XXV .6 NEGOTIHATIHONS (PARA 6 OF
UKREP TELNO 2078). TH¥HS (KS DEPRESSUNG WHEM, AS FUELDING
RECOGMISED N THE LAST ARTHCLE 113 MEETWNG (UKREP TELNO 1971)
THE SWTUATHON 1S VERY SERIOUS AND THE POLTICAL PRESSURES VERY
STRONG. ALTHOUGH THE AMERMCANS ARE LARGELY RESPONSNBLE FOR THE
EXCESSHNE HEAT THAT, THHS WHOLE MSSUE HAS GENERATED AND THE JULY
DEADLIWE 1S A HOOK OF THEHR OWN CREATHIOMGi WE ARE ALL il

GREAT) DANGER OF BEWNG i#MPALED O
3. ¥ VE NO DOUBT: THAT RESPONSIEBLE PEOPLE N THIIS CAPWTAL ARE

LOOKHNG FOR A WAY O GET, OFF THE HOOK. BALDRUGE SAID AS MUCH TO
WE—CAST NG AWDCONDEFNED THE MACHO POSTURHNG ON BOTH SIDES.

WE WAS ALSO CRUTACAL OF DENMAN AND OTHERS W THE COMMISSION FOR
REFUSING TO DISCUSS WAYS OF MANAGING THE (SSUES sNVOLVED BUT

RATHER STUCKHNG CLOSELY TO STANDARD EC POSKTHONS. AS WOODS

WADE CLEAR i\ LONDOM, THE AMERICANS FEEL THEY ARE GETTAG HO WELP
FrOM THEAR EC WATERLOCUTORS ti\ SEEKIAG PRAGMATHC SOLUTHONS HHSTEAD
OF DEBATANG WRRECONCULABLE PRINGIPLES . THERE 1S NO DOUBT A
REGIPROCAL FEELNG (i BRUSSELS. BUT T DOES SEEM, AS SEEN FROM HERE,
THAT F AS MUCH TUME AND ATTENTWON WERE GUWEN TO SEEKING A PRAGMATIC
SOLUTWON AS WS BEIMNG GIVEN TO MAINTAUNMING POSWTIIONS OF PRINCHPLEL) WE
SHOULD HAVE A BETTER CHANCE OF AVORDING THE SERIQUS CONFRONTATHON
THAT. NOW LOES AHEAD OF US. —/~ /.
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4. WE HAVE ALREADY ADVANCED FROM HERE SOME WDEAS 1INCLUDNNG
ASSURANCES TO THE US THAT, THERE WL BE NO OMLS AND FATS TAX
AND A WMTHDRAWAL OF THE 1984 NOT:HEWCATION TO THE GATT ON CORN
GLUTEN FEED. BUT THE WMMEDWATE OBJECTHVE MUST SURELY BE TO GET
WITHOUT: DAMAGE (AND WITHOUT PREJUDICE TO THE EC'S POSITHON) PAST
THE US JULY DEADL{NE AND HWDEED PREFERABLY PAST THE NOVEMBER
ELECTHON. WN THKS CONTEXT (i DO WONDER WHY MORE ATTENTHON HAS
NOT, BEEN PAGD TO THE POSSHBILIKTY OF ADAPTUNG AND TURMUNG TO GOOD USE
THE US PROPOSAL FOR A LEVY-FREE QUQTA FOR CORN AND SORGHUM. FOR
EXAMPLE COUCD THE EC NOT MAINTANR WS POSITHON ON THE GLOBALMTY OF
ARTACLE XX(W .6 NEGOTHATIEONS WHILE TAKANG THE AMERJCANS PAST. THELR
CRW—FREE QUOTA (FOR QUANTHTHES TO BE
NEGOTHWATED AND POSSHBLY DEGRESSHNE) FOR A LWMHTED PERIOD,: PERHAPS
SET, 0 RELATMON TO THE THME THE GLOBALI ARTUCLE XXiV.6 NEGOTMATHONS
SHOULD TAKE THE AMERWCANS COULD HARDLY COMPLAWN:I SUNCE THEY HAVE
SAWD MANY TMMES THAT. THE REWIEF/COMPENSATWON OFFERED JO THEM ON CORN
AND SORGHUM WOULD BE FOLDED (WTO THE OVERALL ARTHCLE XXW.6
NEGOTMIATHIONS ‘(EVEN THOUGH THEY DO NOT: ACCEPTi4 CERTAUNLY AT THIS
STAGEs;# THAT. iNNDUSTRiIAL, CREDUTS CAN BE USED TO OFFSET AGRHCULTURAL
DEBTS). AT, WORST THE COMMUNMTY WOULD BUY TUME AND TAKE US BEYOND
THE AMERIMCAN ELECTHON. AT, BEST THE THME THUS BOUGHT, COULD ENABLE A
LONG TERM SOLUTHON TO BE REACHED AND WOULD kN ANY CASE AVO4D THE
FALLOUT. FROM AN EC/US TRADE WAR ON CURRENT PROTECT{HONIST
LEGISLATHON,) WHICH HAS FAR TOO GOOD A CHANCE OF PASS{ING BETWEEN
NOW AND THE ELECTHON, AND ON THE HOPED-FOR LAUNCH OF THE GATT
ROUND N SEPTEMBER.
5. CONTACTS #A USTR TELL USHi teNCIHDENTALLN:,i THAT THEY ARE
CONSHDERIWNG THE OPTWON OF S{MPLY ACCEPTIMNG THE EC PHANTOM TARMFF
AS NOTUFUED TO THE GATT (REQUARING THE EC TO Fitlis (N THE BLANKS
ON AGRHCULTURE ) WTHOUT. SEEKHNG ANY REDUCTIONS TO THE EXUSTHNG
EC10 TARUFF. WHILE GUVIING AWAY THENR POMNT OF PRUNCIPLE: THIS
WOULD PREVENT, THE EC FROM CLAMMING AN [NDUSTRWAL CREDT FOR USE ON
AGRHCULTURE AND ENABLE THE US TO CLANM THATHi HAVUNG BACKED IS
\WNDUSTRAMS CREDITS HN THE HHGHER TARMFFSi) THE EC THUS OWED THEM FULL?
M
COMPENSATWON tN RESPECT, OF THE AGR(HCULTURAL LEWIES. THE HIGHER THE
FIMGURES THE EC FULLED N FOR THE BLANKS:s THE HWGHER THE COMPENSATHON
DUE. WE CANNOT TELL HOW SER(HOUS AN OPTHON THIS §iSi;i BUT USTR ARE TAKi
NG
WT: SERWOUSLY ENOUGH TO RUN THE FWGURES THROUGH THEIR COMPUTER TO
SEE WHAT. THE EFFECTS WOULD BE FOR US EXPORTS.

WRILGHT:

FRAMGC ExTERNAL.
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