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CONFIDENTIAL - PERSONAL

10 DOWNING STREET
LONDON SWI1A 2AA

From the Private Secretary 21 March 2003

Dear Jonathan,

EUROPEAN COUNCIL, 20-21 MARCH:
PRIME MINISTER'S BILATERALS

The Prime Minister had a number of informal bilateral contacts in the
margins of the 20-21 March Brussels European Council, in addition to the
meeting with Italian Prime Minister Berlusconi (recorded separately). The
following are the highlights:

(a) The Prime Minister had three contacts with Chirac. During the first session
on 20 March, he and Chirac shook hands. On the morning of 21 March,
Chirac gave the Prime Minister a hand-written note of sympathy over the
death of the British servicemen in the helicopter accident in Kuwait. Shortly
before departure on 21 March, Chirac approached the Prime Minister for
what became a fifteen minute tete-a-tete. During this conversation, according
to the Prime Minister’s read-out, Chirac had complained that the UK had
been aggressive towards France recently. He had urged us to calm this down.
The Prime Minister had replied that France had been aggressive towards the
UK. Chirac had made clear that he wanted to have close relations with the
US, as partners not rivals. The conversation had been genial.

(b) Schroder was notably friendly towards the Prime Minister in several contacts
throughout the Council.

(c) On Iraq, the Prime Minister briefed in general terms those colleagues who are
supportive on the first stages of the military campaign, including Balkenende,
Fogh Rasmussen, Durao Barroso and Aznar.

(d) The Prime Minister had a short meeting with Prodi, during which Prodi
sounded pained about Iraq. The Prime Minister explained that he would have
liked to have seen Prodi when he was visiting London for Roy Jenkins’
memorial service on 27 March, but he would probably be away.
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(e) The Prime Minister met Hungarian Prime Minister Medgyessy, at Hungarian
request. The Prime Minister updated him on the Iraq campaign, thanked him
for Hungarian support, and reassured him that there must be no delay to EU
enlargement, despite Franco-German threats. Medgyessy said that if he could
help over Iraq in any way the Prime Minister should let him know.

(f) The Prime Minister was unable to stay for the lunch with the accession and
candidate countries, but he spent time with them before it. He updated the
Polish Prime Minister on the Iraq campaign. He thanked in particular the
Polish, Bulgarian, Czech and three Baltic Prime Ministers for their support
on Iraq. He also congratulated the Maltese Prime Minister on his referendum
victory. Finally, he reinforced the Foreign Secretary’s messages to Turkish
Foreign Minister Gul. The Prime Minister asked Denis MacShane to
represent him at the lunch, and he will no doubt provide a read-out.

I am copying this letter to Peter Watkins (MOD), John Scarlett and
Desmond Bowen (Cabinet Office), PS/C, Sir Nigel Sheinwald (UKRep Brussels),
Sir John Holmes (Paris), Sir Paul Lever (Berlin), Nigel Thorpe (Budapest),
Michael Pakenham (Warsaw), Vincent Fean (Valletta) and Peter Westmacott
(Ankara).

Yours,
/4 Qé/&#\/ W
MATTHEW RYCROFT

Jonathan Sinclair
FCO
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THIS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY’S
- GOVERNMENT

EUROPEAN COUNCIL, BRUSSELS, 20-21 MARCH

LIST OF BRIEFS
Programme

Steering Brief

Simitis invitation letter
Prodi letter

Brief no 1: Iraq
Middle East Peace Process
Western Balkans
Economic context and policy tools
EU tax package and milk quotas
Fostering enterprise and entrepreneurship
Completing + extending the internal market: sectoral issues
Completing + extending the internal market: horizontal issues
Building the knowledge-based economy
Reforms for more and better jobs /solidarity+ social cohesion
Sustainable development

Maritime safety




Better management of the global asylum process ‘

European Central Bank voting modalities (contingency)
Sites of Agencies (contingency) .
North Korea

Cyprus

Foreign Secretary/ Vitorino pull aside

Back to back annotated agenda in front of pack
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LIST OF SUPPORTING DOCUMENTS
Steering Brief

A. Simitis invitation letter
B. Prodi letter

Brief No.
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Summary of views of EU partners and accession/candidate countries
Draft Declaration in the event of war having started
GAERC Reporting Telegram (UKRep Telno 331)
Netherlands COREU (CFSP/Hag/0200/03)

Iraq Phase IV paper

Attorney General’s legal basis for use of force
UNSCR 678

UNSCR 687
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. Azores Summit statement: Iraq and the Iraqi people
M. Prime Minister’s opening speech to the House
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Western Balkans
A. 18/19 March GAERC Western Balkans conclusions

Economic context and policy tools

A. Executive summary of ECOFIN key issues paper

B. ECOFIN key issues paper

C. ECOFIN report on strengthening co-ordination of budgetary policies
(SGP)

Sustainable development
A. Prime Minister’s joint letter with Persson

Maritime safety
A. 6 December Transport Council conclusions

Better management of the global asylum process
A. Prime Minister’s letter to EU Partners




European Central Bank voting modalities (contingency)
. Draft minutes statement on adoption of Decision
. Draft Council Decision
. Commission Decision
. EP Resolution

Cyprus
A. Extract from Copenhagen conclusions
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EUROPEAN COUNCIL, BRUSSELS, 20-21 MARCH

PROGRAMME

Thursday 20 March

1805 Arrival of the Prime Minister, the Foreign Secretary and
accompanying officials at Brussels National Airport

1830-1925 Bilateral Meetings at the Justus Lipsius Building (Prime Minister
with Prodi, Solana and Berlusconi)

The Prime Minister and Foreign Secretary received by the
President of the European Council and the Greek Minister for
Foreign Affairs.
1930- 2000 Meeting with the President of the European Parliament
2000- 2100 First Working Session (Prime Minister and Foreign Secretary) (Iraq)
2100- 2245 Dinner Heads of State and Government, the President of the
Commission and the Secretary General/High Representative and
the Foreign Ministers (Irag, MEPP and Western Balkans)
2100-2245 Dinner Ministers for Economy and Finance

2230 Presidency Press Briefing

Friday 21 March

0900 Arrival of the Chancellor of the Exchequer and accompanying
officials at Brussels National Airport




0900-0920 Members of the European Council arrive at Justus Lipsius.
(No Protocol Order)

0925-1230 Second Working Session. Heads of State and Government + 2
Ministers (Economic reform)

1230-1250 Arrival of the Heads of State and Government and the Ministers of
Foreign Affairs of the Accession 10 and the three Candidate
countries. Received by the President of the European Council and
Greek Foreign Minister.

1300- 1430 Separate Working Lunches:

Heads of State and Government (Member States, Acceding and
Candidate countries) (Irag, MEPP, Western Balkans, Economic reform)
Foreign Ministers (Member States, Acceding and Candidate countries)
(MEPP, North Korea, Cyprus)

Finance Ministers (Member States, Acceding and Candidate countries)
(Economic Reform)

Friday 21 March

1440-1455 Family Photograph

Concluding Press Conferences
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STEERING BRIEF

3. You, the Foreign Secretary, the Chancellor of the Exchequer and the

Minister for Europe will attend the Spring European Council in Brussels on 20
and 21 March. This is the fourth in the sequence of economic reform “Spring
Councils”. But Iraq will dominate: the Presidency hope to get a declaration on
this. And you will want to launch our ideas on managing the flow of asylum

seekers to Europe. Simitis’s letter of invitation is attached.

2. Members of the European Council will arrive at the venue — the Justus

Lipsius building — from 1900 onwards. The first working session (1930 -
2100) will begin with the customary exchange of views with Pat Cox, the
President of the European Parliament. The remainder of the session (from
2000) will be devoted to Iraq (brief no 1). Our objective is to draw a line under
recent divisions and focus discussion and any declaration on the EU’s role in
post-conflict Irag, an issue on which EU unity should be more achievable.
Finance Ministers, meanwhile, will discuss international economic

developments.

3. At 2100 Heads of State and Government and Foreign Ministers will
have a joint dinner. Discussion on Irag will continue, followed by

consideration of the MEPP (brief no 2). Western Balkans (brief no 3) will also

be discussed. There will be a separate dinner for Finance Ministers. The
Presidency hope to get agreement to Declarations on the MEPP (as a
companion piece to any Iraq text) and on the Western Balkans. On the MEPP
we should welcome President Bush’s intention to publish the Roadmap and

Arafat’s to appoint Abu Mazen as Prime Minister. We should also send a




strong message on settiements. On Western Balkans, our aim is for the EU
to send signals of support to the reformers in Serbia and Montenegro
following the assassination of the Prime Minister, whilst not undermining our

policy of conditionality.

4. The European Council resumes at 0925 on Friday. The second

working session (0925-1230) for Heads, Foreign Ministers and Ministers of

Finance will be devoted to economic reform. This has been well prepared with
a formal annotated agenda, which will serve as the basis for the Council’s

conclusions. Our four priorities (more jobs. less red tape, the single market,

R&D and innovation) are well reflected. It is worth highlighting three issues:

Establishing the employment task force: our key objective for the

Council. It should be a small, high level, and independent group. It should
report to the Commission, but also publish its findings. Sutherland and Kok
are the front-runners for Chairman;

Services of General Economic Interest (SGEI, ie public services): The

annotated agenda includes a positive reference to a framework directive

on SGEI. This will please Chirac and gives France an opening to weaken

and limit EU state aids policy on public utilities. It goes well beyond the

language of your joint letter with Chirac and Schroeder. We should
strongly resist; and

Defence R and D: a Presidency enthusiasm: we cannot accept the idea of

a Commission initiative on defence R and D (outside their competence),

but could accept an inter-governmental Defence Capabilities and

Acquisition Agency.

+ 5 We also need to keep an eye on four other non-reform issues, the first
two of which are currently in the annotated agenda:

« Maritime safety: we can support much of the EU agenda on this —

including most of the issues dear to Aznar and Chirac. But we should
resist talk of renegotiating the UN Convention on the Law of the Sea

(UNCLOS); oppose ideas for a new Community-funded fleet of oil clean up




vessels; and get an agreed ceiling for the proposed compensation fund

(up to euro 1 billion).

European Space Policy: the present text would extend Commission

competence unacceptably — but we can accept development of an EU
“Space Strategy”.

ltalian milk quotas: where Berlusconi wants to grant tax reliefs to cover

fines paid by Italian farmers caught breaking their quotas. UK farmers,
having paid their fines in the past, would be furious. The issue should be

sent to the Agriculture Council; and

e Cyprus: Our latest read-out suggests that the Presidency may not now
seek conclusions. But if they do, the key is to avoid language which
prejudice sTurkey’s EU candidature, for example by making a Cyprus

settlement a pre-condition for Turkey starting accession negotiations.

6. The Council will break at 1230. Lunch will be at 1300 with the
Accession 10 and the three candidates (with Iraq, MEPP and Lisbon for
Heads, and MEPP, North Korea and Cyprus for Foreign Ministers; Finance
Ministers will discuss Lisbon). The lunches with the Associates and
Candidates may be fraught as they remain troubled by Chirac’s outburst on
enlargement at February’s Special European Council because of their support
for the UK/US line on Irag. At 1440 there will be a family photo with the

accession 10 and candidates. The Council will not resume after lunch.







(18.03)

Athens, 18 March 2003

I have great pleasure in inviting you to the spring European Council which is to be held in Brussels
on 20 and 21 March.

The developments concerning Iraq lead us to change our initial plan for the Summit, as discussed in
Coreper. The issue of Iraq is dominating the world agenda and we must therefore focus our
attention on it before anything else. At 19.00 on Thursday 20 March, I shall welcome you to the
Justus Lipsius building. At 19.30, we will begin our proceedings with an exchange of views with
the President of the European Parliament Mr Pat Cox. At 20.00, we shall discuss the issue of Irag,
continuing our discussions during the dinner at 21.00, where we will be joined by the Foreign
Ministers. In the course of the dinner, we will also discuss developments in the Middle East and the
Balkans.

The Ministers for Finance will hold a special dinner, where they will be discussing the international
economic situation.

Earlier in the day, at 10.30, a meeting of the Social Affairs Troika will have taken place, followed
by a press conference at 12.00.

On Friday 21 March, our first working session begins at 9.30 and will also be attended by the
Foreign and Finance Ministers. It will cover issues falling within the framework of the
Lisbon strategy.

Three years after Lisbon, we are faced with an exceptionally difficult and changing international
economic and political environment. In this context, it is imperative that we confirm and strengthen
our policies for economic and social reform and for a Europe of sustainable development, which
creates wealth, prosperity and jobs.

With the fourth year of the ambitious ten-year programme of reform, agreed upon in 2000, now
under way, I would like us, during our meeting, to look back over our three years of experience,
noting our difficulties, but also our successes: the opening-up and the integration of european
markets, the boosting of entrepreneurship and innovation, the promotion of employment and the
strengthening of social cohesion and our policies on the environment and sustainable development.

We shall be basing our work on two important texts: the spring report from the European
Commission and the "key issues paper" approved by the Economic and Financial Affairs Council.

ght/HM/ms




On the basis of the new Seville procedure, the General Affairs Council will have prepared our
meeting by drawing up the annotated agenda so that there is a consensus on the conclusions,
concerning most of the various issues covered by the Lisbon strategy. I hope that we will thus be
able to conclude the meeting by 13.00.

During our meeting, we shall convene as the Council at the level of Heads of State or Government
in order to adopt the amendment to Article 10(2) of the Statute of the European System of .
Central Banks and of the European Central Bank, concerning the voting procedure at the ECB.

At 13.00 we shall attend a working lunch together with the acceding and candidate countries. There
will be an exchange of views on the issues, which we shall have discussed up to that point at the
Summit, namely Iraq, the Middle East, the Balkans and the Lisbon strategy.

The Ministers for Foreign Affairs, together with their counterparts from the acceding and
candidate countries, will attend a separate working lunch where they will discuss the latest
developments in the Middle East, North Korea and on the Cyprus question.

At the same time, the Ministers for Finance will hold a separate lunch with their counterparts from
the acceding and candidate countries in order to discuss structural changes and better integration of
the Lisbon objectives in the policies of the acceding and candidate countries.

At 14.40, we will assemble, together with the acceding and candidate countries, for the traditional
family photograph.

Press conferences will follow immediately afterwards.

It will be a great honour and pleasure for me to welcome you to Brussels this coming Thursday. I
am convinced that our meeting will bear fruit and prove to be profitable for all of us.

Yours sincerely,

Costas Simitis

SN 1453/03 ley/BS/ms
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ROMANO PRODI
PRESIDENT OF THE EUROPEAN COMMISSION

Brussels, 19 March 2003

Today the world is divided and the divide also runs through the Union. The
situation is grim and we need to study the root causes if we are to bridge the
divide and turn this crisis into a springboard for the Union.

We are divided but on the means, not the ends and not even on the EU's
strategic alliances. At all events, the Union must reforge its unity quickly so
it can look to the future. Military operations in Iraq will not spell the end of
the fight against international terrorism. Meanwhile, the dramatic spectacle
of poverty and exclusion across the world is still before our eyes and the mix
is growing more explosive by the day, while the Middle East deserves the
right to peaceful coexistence with one state for Israel and one for the

Palestinians.

Our unity is basically what Europe's citizens are demanding in these tense
days. And I deliberately use the term "Europe's citizens" because the views
they are expressing give clearer proof of a European identity than
complicated political and institutional blueprints. They are showing a united
front and we must show we are united too.

The Spring European Council is meant to be the high point in EU political
life for measures to boost growth and create jobs. Clearly all this will now
be more difficult. But we must not give up on a process we have taken such
pains to develop. The message must be clear: we must press ahead
resolutely with the economic reform process set in motion at Lisbon.

H. E. Mr Costas Simitis

Prime Minister of Greece
President of the European Council
Maximos Mansion

Heredou Attikou 19

GR-10021 Athens




We must also show we are capable of taking the steps required to foster
confidence that is vital to growth.

In the Commission’s Report presented in January, I stressed the importance
of knowledge and innovation and of accelerating the pace of reform in jobs
and product markets. These are the areas where we can build confidence.
We must invest more in people and their skills, and create the right
environment in which innovative businesses create jobs and are willing to

grow.

We can acknowledge policy successes already achieved - such as the recent
breakthrough on the Community Patent or the improvements in financial
markets, energy and transport, the launch of action plans simplifying the
regulatory environment and the roadmaps for key future technologies such
as bio-technology.

But we have yet not done enough at a national level to deliver the reforms to
see them through. We must now more than ever use the Summit to make an
active choice to grow.

We must therefore:

Focus on jobs.

Agree on Union's actions to strengthen innovation, entrepreneurship and
knowledge in order to place competitiveness centre stage.

Agree on a timetable to reach final agreement ahead of the 2004 Spring
European Council on key remaining Lisbon reforms (railways, energy
markets, a Single European Sky, financial markets, procurement markets,
the information society, temporary agency workers, cross-border social
security rules, bio-fuels, energy taxation, liability for environmental
damage and climate change).

Express our support to recently agreed measures to strengthen budgetary
policy coordination and undertake to further activate coordination if the
economic situation necessitates it.

In addition, we should assess the situation in the light of the events in Iraq in
order to start considering whether urgent measures may prove necessary.

I look forward to discuss all this with you and with acceding and candidate
countries.

Romano Prodi
(signed)
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BRIEF NO 1: IRAQ

The Presidency, Solana and most partners are looking for ways for the EU
to come together again on Iraq and to be seen to be doing so. The
Presidency hope to agree a declaration. Solana, prompted in part by us,
has suggested it should focus on post-conflict (Phase [V) issues e.g. on
humanitarian assistance and post-conflict reconstruction, possibly with an
initial focus on dealing with refugees in Northern Irag. The aim would be to
task the Commission to get on with contingency planning. (Patten has
made clear the need for political cover to give legitimacy and urgency to
this exercise). Partners also want the Council to give a clear message on
Irag's territorial integrity and to send a firm signal against Turkish
intervention. We need to ensure that the latter is phrased in terms
acceptable to the Turks.

There is of course a risk that Chirac and Schroeder may want to major on
their view that military action is illegitimate in the absence of a new
UNSCR. Chirac may be reluctant to engage in a discussion on
reconstruction at this stage, and may be looking for a row. The Quai issued
a statement on 19 March saying the French authorities were 'shocked and
saddened' at UK government statements in the Commons, which “were not
worthy of a country which is both a friend and a European partner.”

The Dutch have surfaced some helpful ideas in advance of the Council.
Their position is close to ours on what sort of Irag we want to emerge; the
greatest possible post-conflict role for the international community including
UN and EU institutions; and on the need for the UN Security Council (a) to
administer Oil for Food in the absence of a Government of Iraq and (b) to
give UN cover for Phase IV arrangements. They and the Belgians are also
floating the idea of an EU Special Representative. We do not see any
problem in principle with having a post-conflict Special Representative but
their clout will depend on the EU making a significant contribution to Phase
IV activities.




You should intervene early to explain current coalition thinking, and
support the Presidency/Solana wish to move the debate forward. You
should stress that the focus for EU discussion must now be how the EU
can contribute to both the immediate humanitarian needs of the people of
Iraq and shaping an Iraq that is in accordance with our “Vision for Iraq and
the Iragi People”. You should also call for the EU to engage with the UN
and US on humanitarian assistance and post-conflict reconstruction,
under UN auspices. You might make clear that the coalition is committed
to stabilising Iraq and preserving its territorial integrity.

The Presidency have said that they expect most refugees to be protected
in the region, rather than by invoking the Temporary Protection Directive.
You might make clear that we support this approach and will commit
resources to regional refugee camps (cf separate brief on Asylum).

Our assessment of partners' latest positions is attached. You might take
a moment in the margins to commend Rasmussen on his courageous
decision to commit Danish military assets - he was drenched in red
paint by protestors yesterday. You might also thank Simitis for the
prompt action by Greek police to resolve a dramatic sit-in at the
British Consulate in Thessaloniki yesterday.

Our Objectives are to:

e agree a statement committing the EU to a humanitarian assistance and
post-conflict reconstruction, under UN auspices, and tasking the
Commission/Council Secretariat to press ahead with contingency work.

focus minds on the need to start rebuilding the transatlantic relationship.
An active EU approach to Phase IV offers a chance to do this while
ensuring that the EU has a lever on the future of Iraq.

(if necessary) refute accusations that the UK position on the use of
force undermines the EU, UN or international law, drawing on the
Attorney General's statement.




The key arguments are

need to find a common way forward on the fundamental objectives on
which we all agree: progress towards a stable, peaceful and
prosperous Middle East; and concerted international action to tackle
the threat posed by the proliferation of WMD, including its possible use
by terrorists.

it is in all our interests that a post-conflict Iraq becomes a contributor
to regional stability and development rather than the constant threat it

has been for the last twenty years.

we will be seeking new UNSC Resolutions to mobilise Oil for Food
resources in support of the immediate humanitarian needs of the
people of Iraq, and to provide UN cover for transitional arrangements
-and post-conflict reconstruction, enabling the widest possible use of the
international community’s resources and expertise, including those of
the EU, the UN and the [Fls.

the EU has a lot to contribute on the reconstruction of Iraq; the evidence of
our expertise and efforts is plain to see in the Balkans and Afghanistan.

need to ensure that the US continues to view the EU as a
constructive partner on the global stage, and in particular in the Middle
East (only sustained engagement has persuaded the US to publish the
Road-Map).

[Defensive arguments: if raised]

[undermining UN] no-one worked harder than the UK to try to bridge the
gap in the UNSC or to ensure that Irag was tackled multilaterally through
the UN.

[breach of EU position] our national position has been entirely coherent
with that agreed by the European Council on 17 February

[inspections were working] UNSCR 1441 was clear: it demanded full,
active, and immediate co-operation from Iraq. This was never
forthcoming, although Iraq had 12 years to disarm. UNMOVIC's “clusters”
document details 12 years of Iragi intransigence and deceit.







‘ EUROPEAN COUNCIL, BRUSSELS: 20-21 MARCH 2003

‘ Elements for an Intervention on lraq

Must first express my regret that the Security Council did not reach
agreement on a new resolution setting out benchmarks for Iraq
compliance. UK did its utmost to facilitate consensus. The time has come
for action to disarm him of his weapons of mass destruction - within the
terms set out in Resolution 1441.

Essential now for the EU to set our differences behind us and consider
how we can best work together to provide effective humanitarian relief for
the people of Irag, and support for the reconstruction of that nation. In all
our interests to ensure that a post-conflict Iraq becomes a contributor to
regional stability, rather that the constant threat it has been for the last 20
years. | should stress that we remain committed to ensuring the territorial

integrity of Iraq.

Welcome this opportunity to set out the current thinking of the coalition on
the way forward. We have been talking to Kofi Annan about the best way
to ensure an effective UN role.

We are already working on two new draft UNSC resolutions. One is to
ensure the continued effective operation of the Oil for Food programme in
the absence of a functioning Iragi Government. The other one is to provide
an overall UN mandate for transitional arrangements in the post-conflict
reconstruction phase.

Immediately after any conflict, coalition military authorities will have the
responsibility for administering Iraq and maintaining law and order. Their
first task will be to stabilise the country and, working with the UN
inspectors, to find and secure Iraq's weapons of mass destruction.

We then envisage a switch to a civilian-led administration as soon as
conditions permit, with a significant UN role. We expect the bulk of the
work of securing basic humanitarian requirements such as clean water
and sanitation to fall to UN agencies and NGOs. The coalition's task will be
to provide a secure environment in which relief can be delivered.




« We will then look to establish an interim Iraqi authority, initially ina
consultative role. In due course we envisage a conference to transfer
responsibility to a new Iragi authority along the lines of the very successful
Bonn Conference on Afghanistan.

The emergence of a representative Iraqi government committed to long
term political and economic reform would allow the international
community to withdraw much of its presence in Irag. But the International
Community will have to remain engaged in Iraq's future through the IFls,
regional and multilateral aid programmes and other political and practical
support.

Vital that the EU should now engage with the UN and US on humanitarian
relief and post-conflict reconstruction. We have a lot of expertise to offer,
gained from our expeﬁences in Afghanistan and the Balkans. And full EU
engagement will play an important role in helping to rebuild the
transatlantic alliance. Hope therefore that we can agree today to task the
Commission and Council Secretariat to push forward with urgent
contingency plans.
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BRIEF NO 2: MEPP

You should welcome President Bush's commitment to publish the Roadmap and
Arafat's appointment of Abu Mazen as Prime Minister. You should also continue
to call for an end to Israeli settlement activity. You have stressed in recent public
statements the need for progress on the MEPP and the need to apply SCRs
on Israel/Palestine. The most important factor remains achieving US
engagement.

Early progress on the MEPP remains unlikely. The situation in the Occupied
Territories is gra