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TELEGRAM NUMBER 99 OF 21 APR

{HEQ {MMED] ATE UKREP BRUSSELS, BRUSSELS, COPENHAGEH, THE HAGUE,
ROME, DUBLIN, PARIS, BONK

FOLLOWING FROM UKREP BRUSSELS. | pugg,,
ECO/FIN COUNCIL, 21 APRIL. W\J |
CONVERGENGE AND BUDGETARY QUESTIONS

PREPARATION FOR THE EUROFLEAN COUNCIL

CUMMARY ¢

1« THE COUNCHL, EXCHANGED VIEWS INCONCLUSIVELY ON
THE 1980 FIGURES: BUT THE COMMISSION STRUCK TO THEIR

ey
ESTIMATES OF &5 MARGH




STINATES OF 2 MARGH.

2. ON THE FINANCLAL MECHANISM FRANCE, 3

BELGiUM, METHERLANDS AND DENMARA FAVOURE

CEILING (UNSPECIFIED) AND EXPIRY AT THE

3, ALL MEMBER STATES ACCEPTED THE ARTICLE 235
APPRCACH FOR SUPPLEMENTARY EXPENDITURE §§ THE UK TO
LAST AS LONG AS THE FINANCI AL MECHANT SM.

DETAlL.

he PANDGLFI (ITALYAN FRESIDENCY) SAID THA THE
FINANCE COUNCIL SHOULD EXAMINE FOUR POINTS:

(A) THE NEW COMHISSIGN FIGURES FOWLTHE UK WET
CONTRIBUTION (N 198¢

(B) THE FINANCI AL MECHAN]GM AND THE EF”"CT QF
REMOVING THE THEEE BRAKES FRCM | T |

(C) THE ARTICLE 235 SUPPLEMENTARY MEASURES:

(D) OTHER MEASURES TO RELP THE LESS PROSPERDUS
ECORDMIES ACHIEVE CONVERGENCE, |

THE COUNGIL SHOULD CCNCENTRATE ON THE FIRST Two
POINTS, BUT MIGHT ALSO DISCUSS (C) aND (D). 1T SHOULD
HOT DiISCUSS THE QUESTION OF REAFFIRMING GENERAL
GOMMUNITY PRINCIPLES, WHICK WAS FOR THE FORE)GHN
AFFAIRS CCUNCEL, OR THE LINKED |TENS.

e 1884 FiGURES,

TUCENDHAT (COMMESSION) IN A HELPFUL STATEMENT St AD
THAT THE COMMISSION STOOD BY THE FIGURES {T HAD

CIRCUL ATED FOR THE 1979 OUTTURN AND THE 1983 ESTIMATES
0N ¢¢ MARCH. THESE FIGURES FOLLOWED THE SAME METHODOLOGY
AS THE SEPTEMBER REFERENCE PAPER, WHICH HAD BEEN
ACCEPTED 4S THE BASIS FOR DISCUSSION BY THE DUBLIN
FUROPEAN COUHCIL. THE SEPARATE TABLES PRODUCED BY
THE COMMISSION LAST WEEK HAD BEEN BY WAY OF TEGHNM!CAL
ASSISTANCE TO HELP DELEGATIONS, BUT DID NOT

REPRESINT THE CC'qua.bd’ OWN VIEW. ON ADMINISTRATIY
EXPENDITURES 1T WAS TECHMICALLY FEASYELE 7O DIVipE
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Y TR T I O R CAG TEUHNTLALLY FolGidLE TO DIViIoE
THEM UP 11 DIFFERENT PROPORTIONS THAN THE COMMISSION

HAD DONE. THIS WAS A POLITICAL DECISION FOR THE

COURCEL TO TAKE. ON THE 1979-198p CARRY- OVERS, {T WOULD BE
@G TO INCORPORATE THEM IN EITHER THE 1979 GR 1985
TABLES, SINCE THE ACCOUNTS WOULD NOT THEN BE i
BALANCE. IH REALITY THE CARRY=OVERS WOULD BE FINANGED
FROM THE CCMMISSICH®S CASH ACCOUNTS AS FOLLOWS z-

MEUA

BELG) UM | t 56

DENMARK | 29

GERMANY | 2773
FRARCE | 174
LRELAND

I TALY

LUKEMEBOURG
NFTG-IE'RLA DS

THIS SHOWED THAT THE CARRY-OVERS COULD BE {GNORED, AS
QUITE MARGINAL TO THE BROAD P|CTURE, MORE GENERALLY
MEMBER STATES SHOULD NOT PURSUE AN ENCES S| VE DEGREE GF
PRECISION, GTHER FACTORS WUCH AS EXCHANGE RATE
l*l“VFMFHTS GR NEW DECISIONS ON AGRICULTURE COULD CHANGE
THE FIGURES TC A MUCH GREATER EXTENT THAT THE FACTORS
B3] SCUSSED lhl COREPER,

¢ MCNORY (FR#NCE) ARGUED THAT ADMINISTRATIVE
EXPENDITURE SHOULD BE SPLIT 5015¢ AND THAT THE CARR Y-
CVERS SHOULD ZE ADDED 1N TO THE 1980 FiGURES. HE
CIRCULATED A TABLE SHOWING THE EFFECTS OF THESE CHANGES,
(COPY BY HAND TO LONDON) .

Ts FOCR THE UK THE CHANGELLOR SAID THAT CONFUSION
MOULD BE AVCIDED IF ALL COULD AGREE TO USE THE 2p MARCH
COMMISSION FIGURES, WHICH FOLLOW THE METHODOLOGY
PangdUaLY ACCEPTED, UlutUSSEQN AT DUBLIN HAD BEE

BASED ON & FIGURE OF 1552 MEUA. DISCUSSION NOW SHOULD
BE BASED ON THE UP-DATED FIGURE OF 1683 MEUA. IF THIS
FIGURE WAS TO BE REOPENED, THE UK WOULD HAVE TO QUEISTION
THE ASSUMPTIONS ON MCag, WHICH WOULD POINT TO A FJGURE
AS HIGH AS 1813 MEUA. ON CARRY-OVERS HE SUPPORTED
TUGERDHAT 3 TAE COMMISSION?S 1979 AND 198¢ TABLES

wERE TN BAL: ii‘:a 10 INCLUDE THE CARRY-DVERS WiITHOUT
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TUGRKNDHAT 3 Trk COMMISSION?®S 1979 ANL 1980 TABLES

WERE IN BALANCE. TO JNCLUDE THE CARRY=-OVEIRS WiTHCUT

FINANCING WOULD BE GRAVELY MiSLEADING, ADMINISTRATIVE
EXPERDITURES SHOULD BE INCLUDED BECAUSE THEY WERE Am

ELEME?\!T I THE UK®S EXCESSIVE CONTRIBUTIONS. B .

8« THE POblTiO% OF OTHER DELEGATIONS Wﬂﬂ AS FOLLOWSg=

BELGIUMs TEE ADH!N!STRATiVE CoSTS SHOULD BE FULLY
EXCLUDED. ON CARRY-OVERS THE SAME METHOD SHOULD RE
APPLIED TO 198¢ AS TO 1979,

DENMARK s THE COMMISSION®S FIGURES WERE A REASGNABLE BASIS
OR DISCUSSION. THERE WAS NO NEED TO SEEK FURTHER MATHEMATICAL
PRECISION, |

LUXEMBOURG: ADMINISTRATIVE COSTS SHOULD BE EXCLUDED
OR NEUTRAL!ISED. BUT THE COUNCIL SHOULD HOT BECOME
ORSESSED WITH A BATTLE OVER THE FIGURES,

NEHTERLANDS AND IRELAND: AGREED THAT THE CCUNCIL SHOULD NOT BE
OBSESSED WITH THE FIGURES. THE EUROPEAN COUNCIL

WOULD TAKE A POLITICAL NOT A STATISTICAL DECISION,

FOR THESE COUNTRIES WHAT THEY COULD AFFGRD IN THEIR

NATIONAL BUDGETS WAS THE CRUGIAL FACTOR AND THE ROOM

FOR MANOGUVRE WAS VERY LIMITED,

CGERMANY ¢ ADMINISTRATIVE COST SHOULD BE TREATED AS A
SEP QHATK CATEGORY. MORE GENERALLY, SAW NOTHING NEW

(K THE DI SCU oSIOiu THE COMMISSION?S EGTIMATES WERE

OBJECTIVE, EBEUT THE GOURCIL SHOULD AVOLD ENDORSEMENT
OF A PARTICULAR SET OF FIGURES,

9, IN SECOHD INTERVENTIONS TUGENDHAT SAID THA T THE
FRENCH PROPOSAL TO ADD THE 1979 CARRY~OVERS GROSS

TO THE 198¢ FIGURES WAS SIMPLY WRONG., MONORY SAID
HED DD NOT WANT TO FIGHT GVER THE COMMISSION’S
FIGURES, BUT SIMPLY TO SHOW THEJR FRAGILITY. THE
FRENCH TABLE SHOULD HOWEVER BE INCLUDED IN MINISTERS
DOSSIERS. SUMMING UP THIS PART OF THE DI SCUSSIUN
PLNDGLFL SAID THE EURCPEAN COUNCIL SHOULD BE SENT
THE COMMESSION®'S CALCULATIONS PLUS THE ADDITIONAL
INFORMATION REQUESTED BY DELEGATIOHNS. THE CHAMCELLOR
INTERVENED TO CONFIRM THAT THE ADDITIONAL IMFORMATION
WOULD INCLUDE THE FINANCING OF THE CARRY-CVERS AND
THE LK HOTE ON MCAS.




th UN nule ON MCAZ,
e SOLUTIONS TO UK PROBLEM.

WY SAID THE EUROPEAN COUNGIL SHOULD GET

A REPORT SETTING CUT THE [ SS5UES FOR BECISION. AS HWELL

AS THE FIGURES, THIS SHOULD REAFFIRM THE PRINCIPLES
UNDERLYING THE QW RESOURCES SYSTEM AND THE CaP,

RESPECT FOR THE OWN RESQURCE SYSTEM JMPLIED THAT ANY

SULUTION TC THE UK PROBLEM SHOULD BE *’REASONABLE,

MEASURED AND LIMITED IN TIME'’. FRANCE WAS READY TG

WONTRIEUTE TO (MPROVEMENTS IN THE FINANCIAL MECHANI SM

AND OTHER SUPLLEMENTARY MEASURES. AS REGARDS

THE FINANCEAL MECHAMISM THE BALANCE OF PAYMENTS CLAUSE

AND THE TRANCHE SYSTEM SHOULD BE AMENEDER (EXCLUSIVELY FOR THE
BENEFIT OF THE UK) BUT A FINANCIAL CEILING SHOULD BE RETAINED,
GUVEN THE VOLATILITY OF STERLING AND THE 1 PER CENT VAT LIMIT. AS
EGARDS SUPPLEMENTARY EXPENDITURE HE ACCEPTED THE ol
ARTECLE 235 APPRCACH, HERE THERE MUST BE A FiXED

GLOBAL AMOUNT DIVILED INTO ANNUAL TRANCHES. THE
EXPENITURES MUST HAVE A COMMUNITY INTEREST AND THE

SeUTORS OF EXPENDITURE AND EL{GIBILITY CRITERI A BE

APPROVED BY THE COUNCIL. THE FIGURES COULD

OFLY BE SETTLED BY THE EUROPEAN COUNCIL. ON DURATION

FRANCE COULD ONLY ACCEPT THREE YEARS TO THE E£nb OF

1582 FOR BOTH THE FINANCIAL MECHAN!SM AND THE

GUPPLEMENTARY EXPENDITURE. ANY LONGER PERIOD WOULD

IRVOLVE FUNDAMENTAL CHANGE (N THE OWH RESGURCES SYSTEM
REQUIRING TREATY AMENDMENT, |

11s TUGENDHAT RECALLED THAT THE COMMISSION HAD |
RECOMMENDED THAT THREE RESTRAINTS SHOULD BE TAKEN OFF
THE FINANCEAL MECHANISM, BUT THAT OTHERS SHOULD REMAIN
EG THAT THE REFUND SHOULD HOT EXCEED THE VAT TRANCHE.
THE COMMISSION FAVOURED THREE TO FOUR YEARS DURATION,

12, THE CHANCELLOR SAID THAT WITH ONE LAST EFFORT

THE PROBLEM COULD BE SQLVED AT THE EUROPEAN CUUNCIL,
CONSESTERTLY WiITH COMMUNITY FRINCIPLES. THE UK HOPED

THAT AGREEMENT COULD BE REACHED TODAY CW THE PRINCIPLE OF A
TWO~P ART SOLUTION, TC BE FOLLOVWED BY RESTRUCTURING THE
BUDGET. THIS APPEARED TC BE GOMMON GROUNDs ON THE
FINARCEAL MECHANT S THE COUNCIL SHOULD MOT DEPART

FROM THE CONSERSUS WHICH HAD EMERGED AT BUELIN TO

REMOVE THE BALANCE OF PAYMENTS CONSTRAINT, THE

TRANCHE SYSTEM aND THE 3 PER CENT LiEMIT, THERE SHOULD BE

gl




ReUVE THE DR ANUE MU AN b IV 3

TRANGHE SYSTEM ANL THE 3 PER GENT LIMIT, TEERE SHOULD BE
NO FURTHER LIMIT OTHER THAN THAT SET BY THE VAT
LIMITATION. THESE CHANGES COMSTITUTED THE REVIEW

GF THE DUBLEN MECHANI M REQUIRED BEFORE THE ERD

OF 1681 THE MECHANISH SHOULD THEREFCRE Bk EXTLNZER

FOR A& FURTHER PERIOD OF 81X YEARS WITH FROVISION

FOR ANOTHER REVIEW. THE SUPPLEMENT ARY MEASURES SHOULD
HAVE THE SAME DURATION, AND SHOULD BE DYNAMIC 80O AS TO
ENSURE THAT THE UK®S PROBLEM WOULD 4OT RECUR, WHILE
RESTRUCTURI NG THE BUDGET TOOK PLACGE,

13, THE POSITIONS OF OTHER DELEGATIONS WAS AS FOLLOWS:~

RELGIUM: AGREED WiTH THE FRENCH ON DURATION. MORE

GENERALLY, SOLUTIONS MUST BE WITHIN THE § PER CENT CEJLINGa
Wi &Y ALTERNATIVE WERE THE FRENCH PROPOSIHG 7O THE 3 PER CENT
LIMIT ON RETURN IR THE FINANCLAL WECHAN]SM?

OENMARK s AGREED THERE SHOULD BE A TWO PART SOLUTION
10 THE FROPLEM. AGREED WITH THE FRENCK CN DURATION AND ON A
CEALING TO THE FIUARCHAL MECHANTGM. |

LUYEMBOURGY SOLUTION SHOULD BE WITHEN THE 4 PER CENT VAT
CEfLING AMD SHOULD RESPECT THE PRINCIPLES OF
COMMURTTY FAINANCING.

NETHERLANDSs SCLUTION WITHIN THE 1 PER CENT VAT CEILING,
THIS IMPLIED A NEW CEILING N THE FINANCE AL MECHAN] M
MDA FINED AMQUNT FOR THE ARTICLE 235 EXPENDITURES.

A CLEAR TIME LEMIT WOULD BE NEEDED.

GERMANY: SOLUTIONS MUST BE WiTHIN THE 1 PER CENT VAT LIMIT.
THIS ALSO APPLIED TO OTHER DECISIONS, EG ON

AGR}CULTURE, GERMANY COULD NOT GO BEYOND THREE YEARS

FOR ELTHER THE FINANCIAL MECHANISM CR ARTICLE 2353,

BRECESELY RECAUSE OF THE UNCERTAINTIES OF THE

FUTURE. COPENSATION FOR ITALY AMD IRELAND WOULD 3E

SUBJECT 10 THE SAME HARHOW LIMETS 0N AMOUNT AND

SURATION A8 FOR THE UK. COMMUNITY SOLIDARITY SHOULD GO

Wi DER TrAN THE BUDGET (EG IRANM).

KOTED WiTH CONCERN EXPERESSED OVER DURATION FOR BOTH
THE FIRANCT AL MECHARISM AKD RTICLE 225, THE SCLUTIONS
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SHCULD HOT PREJUDICE THE COMMUNITY?S 1D OF CONVERGENCE,

ire PANDILFI SUMMING UP SAID THAT (A5 WELL AS A

@ TATE PRESIDENCY DOCUMENT FOR THE EUROPEAN COUNCIL),
THE CHAIRMAN OF COREPER YOULD DRAYW UP A REPORT SUMMARISING
THE DISCUSSION, APARY FROM THE FIGURES THIS WOULDz=

(A) REAFFIRM THE COMMUNITY PRINCIPLES INHERENT
IN ARTICLES 2 AND 33 OF THE TREATY OF ROME AND THE OWN
RESOURCES DECISION OF 197¢: |

(B) ON THE FINANC!IAL MECHANISM, NOTE THE
PROPOGAL TO REMOVE THE THREE BRAKESE NOTE THE QUESTION
OF DURATION. STATE THAT THE CCUNCIL HAD EXAMINED

THE QUESTION OF RETAINING A FINANGIAL LIMIT AND THAT
THE EXISTHG MECHAN!SM ALREADY CONTAINED A REASONABLE
MAXIMUM LIMIT. (THE CHANCELLOR INTERVENED TO CONFIRM
THAT THIS WAS A REFERENCE TO THE VAT PROVISION IN THE
MECHAN | SM) .

(C) NOTE THE GENERAL AGREEMENT THAT ARTICLE 295 COULD
BE THE BASIS FOR SUPPLEMENTARY EXPENDITURE IN THE UK,
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