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THE EUROPE DEBATE - NEXT STEPS

You asked for some thoughts on how we build on your Europe speech this week

in terms of media follow-up and events.

The debate is on. The right issues are on the table. I attach a round-up of the
European press, along with an FCO note of reactions country by country. The
momentum in the media is with you, all over Europe. It has been a bad week for

Chirac, Schroeder and - in the end - Juncker.

The big question is follow up. We have raised expectations and generated an
enormous appetite for more (the European press loves political debate, especially
about the EU). We need to map out a sequence of events and milestones to keep
moving forward over the weeks and months ahead. We need to maximise the use
of your time, and find ways for others to support you. A big weakness is the lack
of other senior figures prepared to speak the right language in Europe to win

people over, rather than playing to the British press and alienating Europeans.
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The obvious questions in people’s minds are what happens next, how will this
debate play out; how will it be organised; how broad is it; how long does it last

and what outcome do we get, when?

Early follow-up

Immediately ahead, you have your press conference on Monday, and the
European Commission visit on Friday. You are likely to be asked where this goes

next — so you might want to set out some pointers or milestones.

The obvious one is the idea of an informal summit which Kim has mentioned. A

possible variation on this theme would be to handle it like previous Progressive
Governance events ~ ie. the Heads gathering on day one, with a wider conference
the next day. We could widen the cast to include key European Parliament
figures, the Commission, other politicians, academics, thinkers, business people,
civil society etc. Speakers could include eg. Wim Kok and André Sapir on how
to implement their reports, Goran Persson on a modern social model, etc.

If you want to do something like this, you could announce it next week.

Other immediate follow-up includes a 4000-word article based on your EP speech

for Economist magazine equivalents, eg. Focus (Germany); Le Nouvel
Observateur (France), News (Austria), Elsevier (Holland). David Bradshaw is on
the case. I suggest we place this next week — most of the weekly magazines come

out around the end of the week, and this will satisfy demand for a while.
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There is also Jack Straw’s speech in the EP on 6 July, and the trips by JP and
Douglas Alexander to Eastern Europe next week. We should get some decent

stories about rebuilding these alliances - the door seems to be open.

How the debate develops

You need to give some thought to where you want the debate to go from here.

We are lucky that the Presidency allows us to steer things. But we are walking a

tightrope, and we need to decide some basic questions:

- What are the parameters of the debate? Is this about the right policies for

Europe’s future - or also about institutions? This is tricky. An unholy alliance

wants to get back into an institutional debate: federalists obsessed with
“building Europe” through a salvaged Constitution, and eurosceptics, for

whom “reforming Europe” means repatriating powers.

In this vein, Jack Straw is very keen on the Dutch idea of a “subsidiarity
conference”. Of course we support subsidiarity. But it quickly slides into
“bringing powers back from Brussels” which is not government policy, but

Conservative policy. Where do you draw the line?

So debate about respective responsibilities of EU and MSs could be a way of

bridging the gap between people and EU, but is a minefield. Will we get into

this territory (and risk Groundhog Day, re-running the Convention)? Or will

we push for a policy focus, and try to keep institutions out of bounds?
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How wide is the debate? We need to get some idea of the scale of this

debate. Do we want public events, along the lines of the Big Conversation or
the Irish National Forum on Europe? (cf John Monks note) If so, who will
organise and resource them? What role for the European Commission? What

role for the European Parliament? Who else gets to participate?

When do we move from diagnosis and problems, to answers and actions?

You were right to set out questions this week without providing all the

answers. But we will in time want to ensure the right conclusions are drawn.

Mechanics

We will need to put serious effort into outreach on Europe. Resources which

were preparing for a referendum campaign can be diverted to this work. We will

work up more detailed ideas in the next week.

Other ideas include:

Using your pre-and post- European Council meetings with the European
Parliament. These are opportunities for a wider programme in Brussels or
Strasbourg - building on your charm offensive with EU influencers, hosting

an event for young Europeans, etc.

Continuing to create slots for the EU press: slots for French and German
commentators, a joint British-French interview (eg. the Times and Le
Monde); an article for Le Monde Diplomatique; an interview with papers of
the Left (Libération, La Stampa, El Pais) on the modernising process (la

gauche Blairiste); another 6-way interview, next time with small countries
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EUROPEAN PRESS REVIEW: FRIDAY 24th JUNE 2005

EP speech

Headlines

Reaction

UK

France

Germany

Blair makes plea for new Europe (Welt) .. demands comprehensive modernisation of EU
(Handelsblatt) .. Blair's modern vision - Europe sceptical (Tagesspiegel) .. Blair scores points in
Brussels — PM calls for new politcal agenda for Europe - positive reaction (Financial Times
Deutschland) .. Blair sees Europe’s social model at an end — future holder of EU presidency wants to
make EU fit for globalisation {Frankfurer Rundschau) .. wins over MEPs (Liberation) .. Blair defends his
vision (Figaro) .. Blair re-conquers Brussels (Repubblica) .. Blair proposes third way for Europe
(Diario de Noticias) .. Blair warns Europe change or die (Publico).. Blair hits back {(Algemeen
Dagblad, Netherlands) .. Blair calls for change of course in the EU (NRC Handelsbad) .. Blair
declares his love for Europe (Volkskrant, Netherlands) .. Blair: modernisation of EU is necessary
(Financieele Dagblad, Netherlands} .. Blair cleans up European image (Tijd, Netherlands)

Speech meets with warm reax but some MEPs sceptical (Welt, Tagesspiegel, Financial Times
Deutschland, Frankfurter Rundschau) .. Borrell; the speech marked "a new departure point for the EU"
(Pais) Blair launches charm offensive with some success (Figaro) .. wins long ovation from MEPs who
have realised inaction is no soln to Europe's problems (Liberation) .. unashamed as enters lion’s den ..
speech received surprisingly sympathetically with mild applause (Volkskrant) .. speech receives polite
applause as apposed to standing ovation for Juncker (De Morgen, Denmark) .. Blair surprises EP with
strongly pro-European speech (Algemeen Dagblad) .. Blair gifted spkr .. received enormous amount of
applause (Financieele Dagblad) .. half of Europe already with Blair (Corriere)

Borrell says is new departure point for EU & that hopes Blair words will result in action (Financieele
Dagblad) ... Moscovici: this was Blair's programme for Europe not speech by Pres. of European Council
(France-2 TV 1100/23) ... Socialist Idr Schultz says his party are behind Blair .. says need to continue
debate & that CAP must be reformed but that Blair must do best to reach compromise & that he needs to
reunite our countries not divide them (Volkskrant)

Blair says wants to modernise European social model & calls on Idrs to listen to their populations &
reorientate the budget around Europe's needs .. says "we will not settle Europe’s problems by halting
enlargement process but rather by modernising our economies” (Monde i/v) ... UK Ambassador to Italy
Ivor Roberts says being closer to citizens is the priority .. EU ldrs must show commitment to being
closer to peoples’ concerns & let Brussels decns focus on econ challenges at global level .. says UK
Presidency will provide orientation which Europe needs (Messaggero i/v)

Europe Min Colonna: France will judge UK's EU presidency on ability to find 'jt solns' .. v. impt for Blair
to say he is following policy aimed at creating unity & seeking consensus (AFP 1800/23) ...Villepin:
Monde: Blair right to deplore fact EU budget does not tackle unemployment & to call for more spending
on research & innovation .. but he's on less certain ground when he contrasts ‘modern Europe' w/ that of
'past' represented by agriculture .. Blair too influenced by old Franco-British disputes .. increase in EU
spending on research shld be funded by partially renationalizing agricultural subsidies ... Figaro:
‘passionate European' came to play Union's peacemaker wlout ever giving way on his vision of Europe
... Tribune: Failed to convince on commitment to pol union .. his vision gives priority to econ. vision,
politics just a means, whereas for many countries it is an end ... La Press de la Manche: When it comes
to the crunch, UK does not want a text, it wants free trade zone, secured by Washington, & not pol.
indep Europe ... Echos: Skilful ... L'Humanite: Blairist rhetoric in which he presents himself as champion
of 'Europe of reforms’ & 'zealous modernizer' appears all too familiar ... Liberation: While rejecting
European debate which wid mix insults & personality issues, Blair cld not resist pleasure of dig at Chirac,
who was rattled by referendum, but also more widely at European pol class incapable of rising to
challenge of globalisation & mass unemployment ... Le Telegramme de Brest. Now clear that Chirac
kept his countrymen under illusions for too long, Blair is giving them dose of realism ... La Republique
des Pyrenees: Blair playing the arsonist & firefighter at same time

Schroder acknowledges Blair's clear statement in favour of political union but adds that what will be
crucial is extent to which UK presidency acts accordingly .. makes clr does not agree with Blair's demand
for farm subsidies to be converted into research funding & rejects criticism that the CAP budget is
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outmoded as says it also funds development of rural areas .. renews accusation that summit failed
above all bcse of UK stance (Tagesspiegel, Frankfurter Allgemeine Zeitung, Financial Times
Deutschland, Handelsblatt) ... m'while Merkel dampens hopes that she cld be close ally in CAP reform ..
makes clr that she by no means sppts Blair's demand for reduction in subsidies for farmers .. says cuts
cld only be considered to rural development funds (HB, Welt) .. Merkel states is no alternative to political
union & says Gmny & France must function as motor for further development of the EU but that this
function must not be used to offend others (FAZ ilv) ... Stoiber criticises Blair for linking rebate with
agricultural budget .. says amounts to comparing apples with pears (HB) ... Internal German govt paper
criticises UK .. says in last 15 mths UK has been involved in talks on future financing w/out raising
fundamental objections & that someone who pulls demand for new spending structure out of hat on last
day of talks does not want an agreement .. doc says UK proposals “were not well thought-out” & is
critical of fact that Blair wants to make Africa focus of EU presidency but opposes integrating European
development fund into EU budget — bcse London wid then have to pay higher contribution (HB, FTD)

FAZ: Brilliant performance .. smooth in form & choice of words, but tough & cutting in substance .. Blair
right to argue EU needs to do more to face up to challenge of globalization & agric policy needs to be
reformed ... Welt. Impressive performance .. speech aggressive but friendly .. vague as it had to be but
not polemical .. Blair's vision has reality on its side ... Frankf Rundschau: Speech contained litlle of
substance .. lacking terribly in detail .. instead of presenting his objectives for EU presidency, Blair talked
about historic & intercontinental challenges ... Spiegel: UK spreading myth that wasteful CAP spending
is main obstacle to reduction of British rebate .. proposal to cut farming subsidies not v. well thought
through

Berlusconi takes Blair's side .. describes Chirac as someone who says 1 thing & does opposite - as
confirmed by attitude twrds Africa when he says there shld be more aid but doesn't supply it (Corriere)
..Frattini - “Italy will help Tony his ideas for the future are right..(Corriere) Fini says was impt speech
which raises real issues (Manifesto) .. hwvr Italian Centre-left divided over Blair with Rutelli, Amato,
Polito address him as "true reformist” while Bertinotti & Salvi consider him Centre-right .. Fassino, Letta
& Veltroni, moderately in favour while Prodi, D'Alema & Cofferati moderately agst (Corriere)

For Min Daniel Rotfeld likes call for renewal of European institutions & political Idrship (PAP) .. says he
appreciates vision in speech bcse “Europe tdy needs fresh approach & adaptation to needs of new
world” .. but says this vision cid have been presented at summit, which wid have improved prospects for
budget (Polish media) ... during visit to Gmny Kwasniewski urges Gmny & Poland to give new stimuli to
EU & to jointly show it way out of crisis .. says need to investigate why European institutions have moved
so far away from citizens .. hwvr response must not be for countries fo isolate themselves again (Polish
media) ... Rzeczpospolita; Remains to be seen if Blair can convince France & other EU states abt his
vision of modern Europe capable of competing w/ China or India ... Rzeczpospolita: EU found itself in
sidings not bese of UK veto of budget but bese grand aspirations of EU Idrs accompanied by reluctance
to introduce change .. Blair 1 of very few politicians - if not only European one - who does not hide head
in sand .. he calls a spade a spade

Oppn parties commanding overall majority in Danish parit back Blair’s call for budgetary reform & cuts
to agricultural spending .. speech generally well received by MPs esp. oppn Social Dem ldr Helle
Thorning-Schmidt {Politiken) ... Berlingske Tidende: merely debating EU future not enough .. EU must
engage in concrete action ... Kristeligt Dagblad. Blair got off to good start

Cmmnr Fischler says that in past he had proposed reducing spending but had been stopped by
Schroder & Blair & notes that Queen Elizabeth is 1 of main beneficiaries of CAP (Corriere, Repubblica)

Die Presse(Austria): Important to get economics of Europe right .. most Europeans citizens less
concerned abt EU's ability to act on intl scene than abt unemployment & social security .. UK & Sweden
shown these problems can be tackled through greater emphasis on mkts & less state intervention ...
Pais; description of himself as 'passionate European' dubious .. UK watched constitutional 'no’ votes in
France & Holland w/ evident relief .. they allowed London to cancel its own referendum .. Biair deserves
to be heard when suggests ready to negotiate oversized British cheque rebate if linked to CAP reform ..
but British themselves sceptical their PM can lead continent into new era of growth & modernization ...
Volkskrant (Netherlands): atmosphere more subdued than it was for Juncker .. seems right time for UK
to take lead esp as German-France model for Europe currently discredited .. but London must mend
relnship with East European countries ... Expressen (Sweden): Mr. Europe makes comeback when EU
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most needs saviour .. during middle of EU's deepest crisis Blair launches new vision for Europe - it is
bold & visionary as befits Europe’s most brilliant politician ... Dagens Nyheter: too early to count him out
yet .. speech was defensive but forceful pleading for Europe to think anew .. hwvr Blair's msg probably
more controversial among those who voted no than those who voted to accept the constitution ...
Svenska Dagbladet: ystdy showed that Blair is still the big Idr in Europe .. speech was excellent

Slovak Pravda: Blair raised right qu's .. pro-reform states like Slovakia w/ small agricultural sector shid
have no problem supporting Blair ... Mlada Fronta Dnes: Blair expressed economic challenge clearly ..
Something rotten in the common state, so worth the effort to battle for something better & more realistic
.. EU has no choice but to change ... Hospodarske Noviny: Blair attempting the impossible .. will have
his work cut out to convince partners that UK's proposals are good for them too, hence reconciliatory
‘passionate European' tone & lack of detail .. Great countries often able to arrive at compromises if
headed by strong politicians, but none in Berlin or Paris just now .. Lidove Noviny: Bad day for Blair's
critics .. his crusade to reform EU dinosaur got off to good start, but if he fails in his European role, which
can't be ruled out bsce of French oppn, his pol reputation will end up in tatters ... Lidove Noviny: Wil be
difficult for Blair to win other Idrs' sppt .. London govt relies on sppt from new members on econ.
proposals, but cannot count on “coalition of willing' from E Europe unless he puts back on table plan to
liberalize services market ... Romania Libera: Blair pointed out contradiction of being in favour of EU
enlargement & agst economic openness, but little hope that this observation will be heard in Paris
Lithuania BNS Lithuania's foreign minister says that Lithuania needs a European Union that actively
works but not just talks. "I think both Lithuanian citizens and our partners in Europe are waiting for it,"
Lithuania's Foreign Minister Antanas Valionis said in comment of the EU presidency agenda presented
by the British prime minister in Brussels on Thursday. "Tony Blair presented an impressive EU agenda. it
is important that Great Britain uses its upcoming EU presidency to reach an agreement of all European
countries on implementation of this agenda. After all, all - large and small, new and old -- countries are
full-fledged members of the EU, all of us are responsible architects and participants of the European
project,”

GERMAN PRESS SUMMARY': FRIDAY 24 JUNE

SUMMARY

BLAIR ‘COMEBACK GENIUS’... VISION HAS SUCCESS AND REALITY ON SIDE (WELT)

BLAIR HAS MANY GOOD IDEAS ON HIS SIDE (FRANKFURTER ALLGEMEINE ZEITUNG)

NOW HE HAS TO DELIVER (FINANCIAL TIMES DEUTSCHLAND)

AFTER NEW LABOUR ARE WE GOING TO SEE NEW EUROPE? (TAGESSPIEGEL)

BLAIR RIGHT MAN IN THE DRIVING SEAT (HANDELSBLATT)

PERHAPS BLAIR WILL BECOME A GREAT EUROPEAN LEADERSHIP FIGURE (BERLINER ZEITUNG)
MERKEL DAMPENS HOPES COULD BE CLOSE ALLY ON CAP REFORM (FRANKFURTER ZEITUNG)

SPEECH HEADLINES Blair makes plea for a new Europe (Welt), B demands a comprehensive modernisation
of the EU (Handelsblatt), B's modern vision - Europe is sceptical (Tagesspiegel), B
scores points in Brussels — PM calls for new political agenda for Europe - positive
reaction (Financial Times Deutschland), B sees Europe’s social model at an end -
future holder of EU presidency wants to make EU fit for globalisation (Frankfurter
Rundschau).

SPEECH Most dailies remark that on the whole Blair's speech met with warm reaction from
MEPs, but some were sceptical (Welt, Tagesspiegel , Financial Times Deutschland, FR).

B affirmed that he was a passionate pro-European and refuted the suggestion that the EU can
only be either a free trade zone or a political and social union; “| believe in Europe as a
political project,” says B, “l would never accept a Europe which is only a free trade zone”;
political and economic Europe do not live in separate areas, declares B; B calls for a
fundamenta! modernisation of the EU in order to equip it for the challenges of globalisation; B
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intends to use British presidency to reach agreement on future financing and start a reform of
CAP spending (all dailies).

Schroder acknowledges Blair's clear statement in favour of a political union, adds that what
will be crucial is the extent to which the British presidency acts accordingly; S makes it clear
that he does not agree with B's demand for farm subsidies to be converted into research
funding, and rejects criticism that the CAP budget is outmoded - Brussels does not just
support agricultural production, but also funds development of rural areas, says S: “this has
managed to introduce the ecological idea into farming”; S renews his accusation that the
budget summit failed above all because of the British stance (Tagesspiegel, Frankfurter
Allgemeine Zeitung, Financial Times Deutschland, Handelsblatt).

Merkel dampens British hopes that she could be a close ally in CAP reform, making clear that
she by no means supports Blair's demand for reduction in subsidies for farmers; cuts could
only be considered to rural development funds, says M (Handelsblatt, Welt).

Stoiber criticises Blair for linking the issue of the British rebate with the EU agricultural budget,
claims this “amounts to comparing apples with pears” (Handelsblatt).

Internal German gov paper criticises Britain; The working paper states that, “in the last 15
months the British have been involved in talks on future financing without raising fundamental
objections. In such a situation, whoever pulls a demand for a new spending structure out of the
hat on the last day of talks does not want an agreement’; the British proposals, the paper
continues, “were not well thought-out”, Britain “specifically calls into question those policy
areas from which it itself profits the least’; the paper also criticises the fact that Blair wants to
make Africa the focus of his EU presidency, but opposes integrating the European
development fund into the EU budget — because London would then have to pay a higher
contribution, the paper says (Handelsblatt + Financial Times Deutschland).

Tageszietung: The EU can be glad that B is taking over the leadership. If it were the turn of
losers Schréder or Chirac, there'd be a disaster — core Europe, full throttle into the dead-end...
With Blair, a debate about the future of Europe is possible (Johnson).

Welt: Blair's appearance was an impressive rhetorical tour de force. B the comeback genius
confirmed once again that he is one of the most fascinating political personalities around...
Evidently he has found a new mission... It is impossible to say how strong the resistance will
be. The tiring “Anglo-Saxon” bashing could also be a sign of last panic before the
transformation. Basically it is already clear which direction Europe must be steered in. B's
vision has success and reality on its side (Kdppel).

Tagesspiegel: Blair has a mission... After “New Labour”, are we now going to see “New
Europe™? That would be fatal, for Europe’s nature is not economic, but political. One might
object by saying that a booming economy, low unemployment and new prosperity in Britain
bear B's view out. But it is not the task of the EU to excessively harmonise the different
economic and welfare systems in the member states. The EU states will continue to have to
compete for the best ideas in the fight against unemployment. This will not change if Brussels
spends more money on research and education, as Blair demands. Above all, B's speech did
not answer the question of how he imagines Europe beyond a comprehensive modernisation.
That he wants to change CAP spending is a rather meagre start... B demands that Europe
listen to what the people want. But what is that supposed to mean? Should those people call
the tunes who want to drive EU members apart again?... Whether B likes it or not, especially
in the current crisis the question arises of what Europe wants to be — merely a market or a
political union. The EU members should be mature enough to hold this fundamental debate
openly in the next few years. Even if it leads to a break-up (Meier).

CONFIDENTIAL




CONFIDENTIAL

-10 -

Zeit: The EU has experienced many budget crises, constitutional and referenda crises too...
Nevertheless, the double “no” to constitution and budget was a warning sign which had
nothing to do with money and votes, but about the future of Europe in a world which will not
wait for Blair, Chirac and Schrdder. Unfortunately the usual suspects, starting with Juncker,
have not grasped the essence of this crisis. In J's view, the blame lies with Blair, “who stands
for nothing but a large market”, whereas the good Europeans “want a politically integrated
Europe”... That is classic old-school thinking, and the wrong contrast into the bargain. For a
pan-European market requires precisely the deepening (i.e. freedom of movement of labour)
which Berlin and Paris tried to thwart with their attack against the services directive. If a little
dramatic, the correct question is the one posed by Monti: “Does Europe wantto end up a
suburb of Shanghai?”. Straw put it a little more diplomatically: “Do you want a Europe
equipped for the future, or one stuck in the past?”... Itis not the “Anglo-Saxon model” which
poses a threat to us. In truth it is the “Asian model". It starts right at our front door, in “New
Europe”, where growth is three times as high as in “Old Europe”, whereas in India and China it
is four or five times as fast... That is the challenge, not the constitutional or budget crisis. It is,
in essence, not an EU crisis. The problems lie on a national level, where, since the war, all
countries - with the exception of Britain - have settled into a comfortable social contract which
once granted them an excess of security, but can now only provide an illusion of it because
the conditions of production have changed so brutally. Marx would have understood this.
Lafontaine and Chirac do not... In short, the battle for “deepened” Europe must be won at
home and the first step must be the end of the illusion that we can only build a strong, dynamic
Europe by erecting barriers against change. Whoever regards Europe as a bastion against
globalisation will be run over by it like France once was behind its Maginot line (Joffe, p.).

Frankfurter Aligemeine Zeitung: B delivered the justification for his conduct at the EU
summit; rhetorically brilliant, soft in form and choice of words, but tough and cutting in
substance... B has many good arguments on his side. The fact that they are not heard
properly and that no consequences are drawn from them is not just because of the obstinacy
of the “old” Europeans or personal animosities. It is also a result of the fact that in past years
the impression has taken root that B, who calls himself a passionate European, has never
brought all of his prestige to bear in Britain in order to convince his people of his convictions —
and that he chickened out when his own career was at risk. The referendum on the euro is the
most well-known example. Personal motives on B'’s part cannot be ruled out this time either.
The European crisis could be a welcome opportunity to extend his own period on office. What
is especially held against B is the fact that he added a budget crisis to the EU’s constitutional
crisis. Here, the suspicion cannot be dismissed that he intended to make an already
staggering EU lose its balance completely with a powerful shove...B is now confronting
Schréder and Chirac with a British agenda and is trying to enlist allies. The “pause for thought”
which the EU has prescribed itself should be used to debate the differing ideas of Europe —
and then draw consequences from differences (G Nonnenmacher).

Handelsblatt: B is currently the EU whipping boy. Splendid isolation could be the motto of his
presidency. But things could change. The crisis has released energies which Europe’s leaders
have been lacking for some time. Finally the senselessness of Europe’s CAP is being
discussed... In this time of change, B is the right man in the driving seat. The EU must now
regain the trust of the people through economic reforms which lead to more growth... Once
the dust has settled from the budget battle, B will doubtless find allies. Prerequisite is however
that he convinces the EU of his honest intentions. The lip service he has paid so far is not
enough. Europe needs Britain: not as a deterrent example of a policy of obstruction, but as a
blueprint for a successful growth strategy (Scheerer).

Financial Times Deutschland With his empathetic speech, B placated to some extent many
of those who blame him for the failed summit... With his deliberate affront at the summit, B
staked a claim to a leading role in Europe. His speech yesterday underpinned that. Now he
has to deliver. So far he has give us a nice slogan, nothing more... In the next 6 months he
has a chance to fill out the framework he has sketched out. That will not be easy.:
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Berliner Zeitung: Perhaps Blair will become a great European leadership figure. This time he
did not just speak of the necessity of reforms, but expressly talked of a social EU. Was that a
new B, or the old one with a new tactic?... Now he has to prove that he is serious about his
claim to leadership and demands for reform... So far that British gov has not given any
indication of what it wants to do differently. CAP has long since been in a process of reform —
never enough, but more than in comparable industrial countries (Berger).

Suddeutsche Zeitung: Blair is not protagonist of a neo-liberal state and the Europeans do not
have to choose between free trade zone and social Europe... The chances of B succeeding
do not look good. Chirac will do all he can to embarrass him. Schrdder will not support his
former friend either. B will have to seek new allies. Above all he will have to prove that he not
only thinks British, but also European.

Merkel who promises fundamental change in Germany to make it fit for the future, rules out a
grand coalition with SPD; asked about Europe, there is no alternative to political union; M
states that Germany and France must function as a motor of the further development of the
EU, but this function must not be used to offend others; M speaks out in favour of the services
directive, but admits it needs improvements (main story).

FRENCH PRESS REVIEW: FRIDAY 24 JUNE

SUMMARY:

BLAIR WINS OVER EU MEPS (LIBE)

BLAIR DEFENDS HIS VISION (LE FIGARO)

BLAIR INTERVIEW (LE MONDE)

LE MONDE EDITORIAL: "TONY BLAIR IS RIGHT"

VILLEPIN: WE SHOULD JUDGE BLAIR ON HIS ACTIONS, NOT HIS WORDS (FRANCE INTER)

BLAIR WINS OVER MEPS

PM DEFENDS HIS VISION

LE MONDE INTVW

VILLEPIN

In unveiling his ‘New Deal' for Europe, Tony Blair could not resist, the implicit presentation as
'old fashioned', Chirac and those European political leaders who have not met the challenges
of mass unemployment and globalisation. The paper goes on to point out that the PM
dismissed caricatures of the British social model -- that had after all raised over 1 million
children out of poverty and renewed public services. The paper concludes that the PM
received a long ovation for his speech from Euro Deputés who have realised that inaction is
not a solution to Europe's ills (Liberation)

Le Figaro declares that the PM launched a veritable charm offensive yesterday in the
European Parliament yesterday with some success. The paper quotes extensively from the
speech, particularly the points where he assures MEP's that he is a passionate European, and
his reasons for wanting to change an EU that has not delivered.

Le Monde leads with its interview with the PM, saying that "Blair wants to modernise the
European social model". The paper goes on to quote the PM calling for leaders to listen to the
preoccupations of their populations - and reorientate the budget around Europe's needs.
Answers on the need to reform CAP also feature prominently. As does the PM's statement
that "we will not settle Europe's problems by haiting the enlargement process; but rather by
modernising our economies”.

France Inter: Villepin: "/ rejoiced at hearing these words coming from Blair's mouth and am
happy that he will be taking on the Presidency...But | think we should judge him on his actions
... fon CAP] We made efforts in 2002 and 2003 and accepted a compromise which all 25
members signed, even the Brits... We should honour our word and stick to our
engagements... | am to meet with the French farmers with D.Bussereau (Minister of
Agriculture) to prepare them for the future...But European construction was made around this
policy... We shouldn't, therefore, be surprised at it taking up a large part of the budget... We
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need to move forwards in all the areas we can with all those who want to and can: innovation,
research, security, defence. | think that Europe must be pragmatic... In mafters of security, the
initiative came from France, Germany, England, Spain and Italy....In industry, industrial
innovation and research, | have proposed that we create one or more technological centres in
France to work together with other Europeans...This new stage in Europe must be able to
show to the Europeans that the Union is at their service...I also proposed to create a European
civil service. Then the young from different states in Europe can work together on
humanitarian projects, health projects.”

Le Monde Editorial — Headed ‘Tony Blair is Right'. Le Monde also features an editorial on the
PM - saying that he is right to criticise the fact that the European budget does not address the
problem of 20 million unemployed across the union; he is right to say that the EU's economy is
not on the road to becoming the world's most competitive; and he is right to want the Union to
face up to the challenges of the 21t century. The editorial also goes on to call for a
‘renationalisation’ of agricultural subsidy, because in an enlarged EU it is not right that France
gets 21% of the CAP.

RTL: Duhamel: Blair made 2 attacks against France: 1) it's France who benefits from the CAP
and who is defending it the most 2) the French are defending their social model alone
(A.Merkel will move quickly away from their social model). Blair's attacks are unique, talented,
eloguent and hypocritical. In reality, the CAP has evolved - it was 60% of the budget, is now
43% and will be 30% in 2013. Also, agriculture is now a powerful and useful industry - another
way it has evolved. Blair's argument about social models is not totally absurd. The French
model has become a national religion when it's far from perfect. While the French lose more
and more confidence in their economy, the Brits get more optimistic. Not everything in the UK
works well: public services in France are better than in the UK, there's better protection for the
unemployed in France than in the UK, there are more inequalities in the UK. But we still have
something to learn from them where employment, growth, optimism and standard of living are
on the up.

France Inter; Blair is counting upon seducing the new members in the Union and those still
hoping to join. He sees in the new members natural allies who will allow him to impose
himself as the future leader of Europe. This is why he reiterated his support of a new
enlargement of the Union not just to Romania and Bulgaria, but also to Croatia and Turkey,
and defended a free market which he knows the new member states find attractive.

RTL: Juncker: "The British did nothing to avoid a crisis, even though there were many
possibilities on the table that they could have said 'yes' to. We offered them a change of future
financing from 2009, on the basis of a study taken by the Commission... They refused that. And
they refused that they, like other members, should have to co-finance the costs of cohesion in
other member states because they are opposed to the CAP. The Brits wanted the crisis, or, at
any rate, they did nothing to avoid it....Blair said yesterday that he didn't want Europe to just
tum into a free market, but that he wanted it to evolve politically. There's talking and then
there's reality. | would like the reality to follow his words. ...His statements weren't concrete.
His speech was based on bold principles which said what the UK doesn't want to do, and what
would suit them better. | would like to be able to say that the UK doesn't just want a free
market zone for the Union but they have to prove it."

SWEDISH PRESS REVIEW: FRIDAY 24 JUNE

SUMMARY

CAN BLAIR HAVE VISION AS EU PRESIDENT RATHER THAN PM OF UK (TV4)
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SPEECH WIDELY WELCOMED (SWEDISH TV)

MR EUROPE MAKES A COMEBACK WHEN THE UNION MOST NEEDS A SAVIOUR (EXSPRESSEN)

YESTERDAY SHOWED BLAIR IS STILL A BIG LEADER IN EUROPE (SVENSKA DAGBLADET)

BROADCASTS

PRESS

Blair tells EP that Europe must realise that countries like India and China are catching up....but
it was Cohn-Bendit that formulated the question that was on everyone's lips. Can Blair have
this vision as EU President rather than as PM of the UK. (TV4)

Blair gives the EP a clear idea of what he wants by telling them that we can only move forward
if the EU is prepared to change in order to become more competitive and gain the trust of its
citizens.....and to counter criticism that he does not wish a social Europe Blair asked what
social model leaves 20 million unemployed......Blair also warned that opposing enlargement
would be tantamount to nationalist tendencies.....the speech was widely welcomed by all
political groups and Finnish MEP Stubbs called it one of the best speeches in the EP
ever.......the main critics came from new member states who still feel betrayed that Blair one
week ago stopped a deal that would have given them a much needed cash boost for reform.
(Swedish TV - Rapport)

In a weeks time the UK takes over an EU crisis, but Blair raised the view by talking of the great
achievements of the past 50 years and about seeing the EU as a possibility not an
obstacle.......Blair said that the Constitutional debate was only an excuse for the citizens to
voice concern about Europe and that we now need political leadership.......and Blair will need
leadership.....Swedish Liberal MEP Cecilia Malmstrom welcomed the speech as very good,
and just what was needed". ....... Blair showed that he is probably the most skilful political
rhetorist alive......his speech was genius and suddenly the debate now focuses on what Blair
wants, the need for budget reform. (Swedish TV - Aktuellt)

Kiss for Tony. Mr. Europe has just made a comeback when the Union most needs a saviour.
During the middle of the EU's deepest crisis, UK's Tony Blair launches a new vision for
Europe. It is bold and visionary as befits Europe's most brilliant politician. - Expressen leader

In the last few weeks, Blair has played the role of the crook but it is too early to count him out
yet. The speech in the EP was a defensive speech but was a forceful pleading for Europe to
think anew. Of course we need a socil Europe, but it needs to be a social Europe that works.
Blair's message is probably more controversial among those who voted no than those who
voted to accept the CT. Leader - Dagens Nyheter

Yesterdays showed that Tony Blair is still a big leader in Europe. His speech to the EP was
excellent. - Leader Svenska Dagbladet
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Memorandum to the Prime Minister

From: Anthony Nelson / Steve Morris
Issue: Building Consensus for a new Europe

Recommendation: That you appoint a Special Envoy for Europe and approve the other
proposais below.

Timing: To announce these initiatives at the start of the UK Presidency.

Background

Recent events create an opportunity to build consensus for a new Europe — both in the UK
and around the EU. Disquiet over the direction of the EU and disconnect with its institutions
were clear messages to emerge from the French and Dutch referendums. The response
should be to reconnect people with an EU that articulates and delivers their social and
economic aspirations and to make the case for a global Europe that rises to new competitive
challenges. Reconnection is best achieved through dialogue and listening to people. The
EU Presidency provides an opportunity for the UK to lead this dialogue and to take a series
of initiatives that will engage people, not least the business community. These initiatives
should include:

Appointment of a Prime Minister’s Special Envoy for Europe (SEE)

e Reporting to the PM, the SEE would consult with opinion formers, particularly
business leaders, collating their views on the policy priorities for Europe, and
explaining the PM'’s vision. The SEE would provide a channel of communication with
a range of key figures whose support and advice the PM needs but whom he cannot
meet individually or frequently. This would include both the UK and EU business
community.

¢ Important that SEE has senior relationships with business, the ear of the PM,
familiarity with Westminster and Whitehall and the authority to command access and
credibility.

e SEE need not have Ministerial rank and could be an unpaid appointment. We will
need to consider what kind of time commitment the SEE would need to make (this
could be anything up to a full time role, at least during the Presidency) and whether
HMG could provide any operational facilities and resources..

Britain in Europe
e Britain in Europe (Campaign) Ltd will stand down at the end of July.
e A core (5 person) communications / political unit, ex-BiE, will merge into the

European Movement from August. This will manage media, and maintain existing
networks. There is agreement to fund this — at least in the iterim.
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Meanwhile a working group led by Anthony Nelson and including Roland Rudd is
working up a plan for a new pro-Europe organisation for the longer term. Sponsors
(mainly David Sainsbury) may consider switching support to such a new organisation
later this year.

The BE Advisory Board will continue to meet, providing a forum for senior pro-
European spokesmen from across Parties, business, trade unions, academe etc.

The Young European Movement is stepping up its work, with internet activity, links
with other youth organisations such as NUS, British Youth Council, YMCA etc. and
a membership drive around universities freshers fairs in the Autumn.

Think tanks etc

We need to reinvigorate the think tank world on the EU front. We are talking to
Charles Grant about the CER’s role. He is planning three new streams of work: the
raison d’etre of the EU going back to first principles; the democratic deficit / how to
reconnect; the importance of the social model alongside the economic.

We will also talk to Chatham House, Wilton Park, RIIA about events to promote new
ideas and policies for reforming the EU.

The Trade Unions & other organisations

John Monks has written to you proposing an initiative to reconnect Europe to its
people based on the big conversation concept. Trade unions will continue to
emphasise the social dimension and striking a balance between people’s rights and
free markets.

Upcoming European TUC Council in Florence and TUC Congress in September
likely to debate demographic challenge, choice and opportunity agenda, pace of
further enlargement and handling of corporate restructuring.

In the period ahead, HMG and especially FCO will need to put serious effort into
outreach on Europe both in the UK and around the EU. Resources which were
preparing for a referendum can be diverted to this work.

As a package announced at the start of the UK Presidency, these initiatives will be
seen collectively as an upgrade and a boost for the pro European campaign (rather
than an implosion of Britain in Europe.) As such, they will complement the efforts of
the Presidency to find common ground through consultation and reinvigorate public
enthusiasm for a new Europe.
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the Irish - have been hinting that they may follow the British lead. But those on
the other side of the argument - notably the Germans - recognised that we struck
the right balance. The German government comments were relatively positive,
while the German media recognised “British pragmatism”. Juncker said “the
Treaty is not dead... the British might have said that they will not ratify, and they
did not do that”. Barroso said “he understood the need for some Member States
to pause and reflect”. Fini said “it is a wise position which we can appreciate”.
The French reaction was much less positive - indeed, pretty grudging, with the
sense that we had somehow shafted them. Errera, the French Ambassador, told
me that the statement had been “brilliant but cynical”! I attach a brief summary
of reactions around Europe, and individual reports on reactions in Brussels,

Berlin, Paris and Luxembourg.

The Financial Times interview

Again, this looks to have come out really well. The UK edition headline - “Blair
seeks to heal EU rifts” was as good a top line as we could have had. It’s early
days for reactions in other EU capitals, given that it was only published this
morning. But John Grant tells me that the buzz around the Brussels corridors in
strongly positive. The French Ambassador admitted it was precisely the right
signal to Chirac in present circumstances. And in Germany, initial reactions are
that it was a good, balanced, intervention, which “showed the UK beginning to
adopt the Presidency mantle”. We’ll let you have further reactions as they come

in.
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But it’s not all good news. PMQs may be tricky. The Opposition are likely to

attack on two fronts:

e our unwillingness to “face up to reality” and accept the Treaty is dead.

“Which part of no don’t we understand” etc etc. And

e our “undeclared plan to sneak bits of the Treaty in through the back door”.
They are likely to press, as with Jack yesterday, either for an undertaking
that no bit of the Treaty will be implemented without a referendum, or for
a “list” of those provisions in the Treaty we consider sufficiently

uncontroversial to take forward despite the French/Dutch noes.

On the first point, I imagine you’d stick closely to the lines in the Foreign
Secretary’s statement — not for us alone to declare the Treaty dead etc. The
second line of attack is more difficult. Jack got drawn yesterday a little way into
commenting on which bits of the Treaty were demonstrably desirable or
uncontroversial. (I attach the Hansard extract). Up to you how you handle the
issue. You could play it deadpan ie if there’s a Constitutional Treaty, there’ll be
a referendum, but you’re not going to get drawn into any comment on individual
bits of the Treaty, especially in advance of collective European discussion of the
next steps. Alternatively, you could take a more aggressive approach, and
challenge the Opposition on whether they are really saying that, for example, if
the Commission chose unilaterally to implement the subsidiarity mechanism by

consulting national Parliaments on draft Directives before putting them to the
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Council, there should be a UK referendum. It’s a good argument, because the
Opposition position is patently absurd, but it risks leading you into a debate,
provision by provision, on which bits would need a referendum and which

wouldn’t.

The Opposition may also try to claim that the no vote shows a popular mandate
for their position on renegotiation of the EU Treaties. PMQs briefing awaits

you on your return.
Cabinet

There is at present nothing much on the Cabinet agenda this week - and it’s
thought that your colleagues will expect some discussion of Europe, given that

there was no Cabinet last week after the French and Dutch votes.

If you agree to this, I think it would be good for getting wider Whitehall buy-in if
you were to set out for Cabinet essentially the same analysis which you’ve given
to the FT - the reasons for the French and Dutch noes, and the need for a debate
about Europe’s economic and political direction. The point to add for this
audience concerns the Presidency. Recent events make the UK Presidency still
more important, but make handling still more delicate. We need to be seen as
impartial and efficient, but most importantly as pro-European. We want to take
whatever opportunities the Presidency provides to drive forward the reform
agenda in Europe. But we mustn’t fall into the trap of presenting this as a
triumph of Anglo/Saxon values. You are familiar with the script, but if you are

content in principle, we’ll let you have some notes.
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Meeting with the European Parliament

As you know, on Friday you have a joyous morning with the European
Parliament. As indicated in the weekend note, they’ll want to hear future of
Europe thoughts from you, and the detail of the Presidency agenda from other
Ministers. So I think that broadly the same script as for the FT and Cabinet
applies. The only question is whether you would like a chunk of words released
to the media, to follow up the FT interview. If you did, something could be

drafted for you on Wednesday.

Future financing

Finally, on future financing, there is a whiff of plotting and conspiracy in the air.
Schroeder has now had two lengthy (two hours plus) sessions with Juncker.
Others are also having long meetings with him. Everyone is bringing their
budget experts to these events. I’m speculating, and it may not be this bad, but it
looks to me possible, if not likely, that Juncker is stitching up a series of
individual deals with the other main players in this negotiation, with the intention
of leaving us exposed and isolated at the European Council. Given his appalling
personal relationship with the Chancellor, he might take a certain pleasure in

this.

Two pieces of work are in hand. First, as you requested at the Monday meeting,
we are preparing a short paper, for possible distribution to partners at the
European Council, setting out the case for (a) the 1% budget; (b) policy reform

and (c) the abatement.
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EU CONSTITUTIONAL TREATY

STATEMENT BY THE FOREIGN SECRETARY
6 JUNE 2005

CHECK AGAINST DELIVERY

[FS draft 17:00 4 June 05]

With permission, Mr Speaker, I should like to make a statement on the
EU Constitutional Treaty, following the “no” votes in the referenda in

France and the Netherlands last week.

At the end of 2001 European leaders met in the European Council at
Laeken to consider the future of the EU. Just three months before the
world’s sense of order had been shattered by the atrocity of 11®

September.

Reviewing the progress made within the EU over previous decades,
European leaders said that the union “stands at a crossroads, facing twin
challenges, one within and the other beyond its borders”. “Within the
union, European institutions must be brought closer to its citizens, beyond
its borders, the union is confronted with a fast changing, globalised

world.

It was this Laeken Declaration which led in turn to the Convention on the
Future of Europe and to the Intergovernmental Conference which
followed it. Negotiations in the IGC were hard fought; but the IGC

achieved all the key objections set for it and endorsed by this House.




. My RHF the Prime Minister and I therefore had no hesitation in

recommending the new Treaty to Parliament and to the country.
And we did so because the EU’s organisation needed reform better to
cope with the new challenges set out at Laeken, and with the enlargement

to 25 member States. So, the Treaty includes:-

e a slimmed down Brussels Commission,

a much clearer voting system (which benefits the UK),

¢ an end to the six-month rotating Presidency with replacement

by a full time President of the council and team Presidencies,

e much better arrangements for involving national Parliaments in

EU legislation, and at an earlier stage,

e and greater flexibility by “enhanced cooperation” so that
groups of countries could cooperate more intensively whilst
others went at their own pace.

We kept our national veto in all key areas of concemn.

Overall, the Treaty was a good deal for Britain, and that remains our

judgement.

Mr Speaker




. The Prime Minister and I signed the Constitutional Treaty in Rome on 29
October last. But, like any other EU Treaty it required ratification by
each of the EU’s members States — now twenty five - before it could
come into force. Up to a week ago, eight countries had ratified the Treaty
through their Parliamentary processes, and one - Spain — by referendum.
In the last week however, as the House and the country are well aware, in
referenda the electors in France voted “no” by 55% to 45%, and in

Netherlands by 63% to 37%.

Mr Speaker,

The Constitutional Treaty was agreed by an Inter Governmental
Conference, effectively the European Council. The Treaty is the property
of the European Union as a whole, and it is for the European Council
collectively to reach conclusions on the way forward. It is paradoxically
the very clarity of the decisions in France and the Netherlands which in
turn has currently created a situation of deep uncertainty about the likely

way forward.
Mr Speaker,

To give effect to our commitment to ratify the Treaty by referendum, the
House gave the European Union Bill a second reading (by a majority of
215) on 9 February. The Bill fell on the calling of the General Election.
It was reintroduced in the new Parliament on 24 May — before the
Whitsun break and either the French or Dutch referendum — and would
in normal circumstances have been scheduled for its Second Reading

very shortly. But the current circumstances are not normal. Given all




. this, it would not in our judgement be sensible now to set a date for the
Second Reading. We will consider the matter [again after European
Council] [once the situation becomes clearer] [drafting note: PM: I think
you were hesitant about tying ourselves too closely to the European
Council, so the second alternative may be better]. But let me make it
clear that the decision to postpone consideration of the next stages of the
Bill does not mean that we are abandoning the Bill, nor that we are
making a unilateral decision on the future of the Treaty, which we are

not.
Mr Speaker,

The changes in the constitutional Treaty were overwhelmingly about
process rather than outcomes. About the “how” of decision making,
rather than the “what” of the decisions themselves. In all organisations,
effective process is vital and improvements in process are urgently
needed in the EU. But the Laeken declaration itself raised profound
questions about the future outcomes of EU policies for European citizens,
and so too do the results in the French and Dutch referenda.
Globalisation is itself neither a problem or a solution; just a fact. The
questions for Europe are first - how best to come to terms with the forces
of globalisation in a way which maximises prosperity, employment and
social welfare; how do we maximise the force for good of the EU in
foreign policy, aid to poorer Countries and trade: And how we improve
the way the European Union itself operates; how we ensure value for
money of our citizens, better regulation and how we make a reality of the
widely agreed concept of “subsidiarity” so that — to quote my colleague
and friend the Dutch Foreign Minister Ben Bot, the EU practices “self —

restraint”, whilst “we look at those parts of common policy for which




. member States could take responsibility again” [Berlin Speech 2 June
04].

All these practical issues have long been key to our priorities for our EU
Presidency which begins in 1% July. At the start of the Presidency I will
publish the latest in our series of White Papers on the EU, and make an

accompanying statement, to set out our priorities in more detail.

Mr Speaker,

Let me conclude by saying this; the European Union remains a unique
and valuable achievement, and an organisation central to the UK’s
prosperity and well-being. The world’s largest international single
market has enabled the businesses and people of this country to earn new
prosperity by trading freely across borders. European co-operation has
broken down barriers to travel, work and leisure. And the EU remains a
vital engine of democracy and reform, entrenching our values and the

stability they underpin beyond its borders.

The United Kingdom needs to be at the centre of European decision-
making, to maximise those benefits. Under this Government, we will
remain so — both in the debate about Europe’s institutional future, and in
the other European business which will and must go on so as to deliver on

the issues which most matter to people’s lives.
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but noted this is not what the French and Dutch governments were saying. They
wanted others to carry on, not least because if others got ‘no’ votes they would
share the burden. He noted a growing movement within his party for a
referendum. But if there was one in Sweden today it would be a clear ‘no’.
Therefore his clear preference was for some form of suspension of the process,
while we waited for clarification of the French and Dutch positions.

The Prime Minister said there were two options. We could have an
explicit statement of suspension, which would be the Prime Minister’s
preference, but it would be very difficult to get agreement at the Council. Or we
could have a de facto suspension under cover of a call for reflection. For either
we would need a separate process to change the context in which we consider the
Constitution. Persson agreed, but felt the Prime Minister might be being a little
too “romantic” if he believed that we could have such a wider debate. He did
not believe the media, among others, would allow it. We would also have to
state whether we were for or against the Constitution. He believed the key was
to make ratification an open-ended process. Some countries might frankly need
new governments before they could ratify. The Prime Minister agreed, but said
he did not know if we could reach agreement on this. The fact was we all
supported the Constitution and had all signed it. The debate in Europe was now
not about the Constitution, which most people didn’t know anything about.
Pushing ahead on the Constitution would look silly. But we could not make
suspension explicit.

Persson asked what the Prime Minister would say about the UK
referendum. The Prime Minister said he would not say it wouldn’t happen, but
that we couldn’t fix the timing until the implication of the French and Dutch
votes had been clarified and their positions resolved. So we would say that we
would hold a referendum when the time was right. If we went now, it would just
add to the list of those who had voted ‘no’. Persson agreed. He wanted a delay
for as long as possible.

The Prime Minister agreed. He said that he and Persson should speak
again before the Council. The UK Government would make a statement on
Monday that was likely to say there would be no Bill providing for a referendum
until the French and Dutch positions were resolved. Persson welcomed this, as
that would then give him room for manoeuvre.

I am copying this letter to Sir Andrew Turnbull and Katrina Williams
(CO), Peter Betts (ODPM), James Bowler (HMT), Anthony Cary (Stockholm),









































































NO 10 FOR DARROCH, SHEINWALD, PHILLIPSON, MORRIS, SHEEHAN
CABINET OFFICE FOR WILLIAMS, ROSE, MAY, CAVE, HOBBS, HALPERN
HMT FOR GRAY, CUNLIFFE, DAWES, JOICEY

HOME OFFICE FOR PRINCE

DTI FOR MCMILLAN, FARRELL

DWP FOR TUCKER

SUMMARY

1. Germans digging in on need for ratification continuing. Implicit warnings about
impact of abandoning ratification for UK. Caution against raising prospect of re-
negotiation. Kanzleramt warns France will be unpredictable in coming weeks,
including on Turkey. Merkel latches on to PM's comments about Europe's economic
challenges. Germans will try to isolate us at June summit. Any threats will be largely
sabre-rattling, though we need to watch for risks on future financing.

DETAIL

2. The Germans are toughening their line that ratification should continue.
Schroeder's EU advisor, Silberberg, told me this afternoon that this would be
Schroeder's pitch at the June European Council. All Member States were committed
to ratification following the 29 October Rome signing ceremony. It was not possible
to agree ratification should be suspended. Frantic European Conclusions should be
avoided. We should reflect calmly the best way forward once the dust had settled
later in the year.

3. Silberberg hoped the UK would not unilaterally announce our referendum would
not go ahead. There would be a huge difference in how Member States who had lost
a referendum would be seen vis-a-vis ones which had abandoned a commitment to
ratify. The Kanzleramt desk officer also noted separately that all Member States apart
from the UK were saying ratification should continue.

4. The Auswaertiges Amt (Meyer-Landrut) pushed even more strongly for
continuation. We all had obligations under international law to ratify the treaty. It
would be "completely wrong" for the European Council to abandon this. The treaty
contained essential improvements on democracy and efficiency. Only at the end of
the process should we then draw conclusions on how to bring the treaty into force (ie
depending on how many had voted no). Cuntz (EU director) told us headlines such as
in today's FT that the UK was "poised to ditch the treaty” were very damaging: we
needed to correct such impressions. Meyer Landrut said there would be knock-on
effects to other dossiers important to the UK, like Turkey and future financing, if we
abandoned ratification.

5. On how to overcome a French (and Dutch) no vote, only the country in question
could answer that. Meyer-Landrut stressed the reasons in France had been very
diffuse, but had little to do with the treaty itself. We should make no rash
assumptions. A new French President could hold a second vote. Concrete fears
needed to be addressed, along with a much better information campaign.

6. Silberberg said it made no sense to consider re-negotiation. How could we find a
text more acceptable to France which the UK could live with? Speculation on which







support on Working Time (which Silberberg assured me today remains rock solid) is
not contaminated.

13. On a more positive note, it is very welcome that Merkel's team have seized on the
Prime Minister's comments about a fundamental debate on the direction of the
European economy. This should be a central topic for their next meeting.

14. Contact: paul.heardman@fco.gov.uk




























| ‘ EU budget - inconceivable for any national Finance Minister.

e A principled UK position would involve: (a) insistence on a 1% budget; (b) insistence
that the bulk of structural and cohesion money should go to the new Member States;
and (c) the 2003 CAP deal should be reopened, because too much of the EU budget
was being spent on agriculture. On the other hand, it was hard to imagine this sort of
approach getting much support from other Member States.

e As for the abatement, the weakest element of the UK argument was the f