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In Confidence § ON MONDAY 10 MARCH at 1500.

Mr. Cosgrave suggested that the order 3f business should be:

3 (d-f. L S (A I bis Gaimaeses oo
(@) Thefl..dget - m e

' (2) VNew Zealand

(3) Energy Questions
i ' CI\‘:L{?: }
(4) The new international economic orderf—- raw materials

RGIN

-

and commodities.
¢S)/"1 ‘C5CE i
(6) Currant political questions

{7) The world economic situation. : o

-

:he following day the meeting could return to the quescion of =4

3 jr‘
-
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budget, New Zealand and energy. He suggested that




VA
affa". As there were ‘no other issues to be raised it was
L .

important to get over the present delicate phase. Heads of
Yeaeehs J

‘ Government should therefore urge a rapid conclusion. As !

regards the Budget it was his view that the difference between

VAT on the one hand and levies and duties on the other was not
. L'.f\'—L'-:J-)
a real choice. It was the levies and teriffs which could cause
B i”"-",f’:;"?""“':ﬁi
an imbalance especially as countries with muE'h overseas trade

would have large sums of money involved. The Italian
oo ¥ e

Government thought that the -eme-e-t—}ﬁ%’mechanism should be :

based on levies plus duties plus VAT. The Tequirements that the

increase in GNP should be.lower than 120% of the Community
average would damage countries which started from a lower
point. He favoured the abandoning of the 2/3rds rule and the
balance of payments criterion which introduced a political
question into the mechanism,

ko
M.Thorn said that heﬂfollowed the content of Mr., Wilson's

-
| 1

statement with satisfaction and especially the fact that no new : 1

=

Referendum. In other words

N |
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years or to capital movement,gecause London was a major monetary
‘in:. Ly

centre, Tﬁeseishould be taken into account.

Mr. Joop den Uyl said that he had listened to the Prime

Minister with satisfaction and especially to the fact that no
new points were to be raised and that the UK did not claim

to have any special status within the Community. In the light

of this statementxshs it should not be impossible to resolve

the outstanding points, As regards the Commission's proposals

relating to balance of payments suplus the UK'difficulty over

this was reasonable.

Objection had also been raised to the
2/3rds ceiling which was not quxte so reasonable.

[
Af=Tegavdei-
Vé?—obgee;;aa—he_sa*d—;hatfﬂe had little sympathy w1nh-ﬂ{

was difficult to follow.the Comm1551on s thlnklng but he was
38 Jvev by, D..'.-\.mu Woual o viitod o G

ready to agree to iF tak&ng_;nto aecaunt_all_;he_cgmmlssaémpa

R T P
proposals. To sum up, the balance of payments eriterion should
= B VR N

;so should the 2/3rds limitation. -Zhis should apply




Mr Nérgnard said that it would be a catastrophe
. _ both for the Community and the UK if it were not

possible to come to an agreement in Dublim. The

[ Danish Government would contribute to any reasonable
solution. The gquestions raised wefe so minimal that |
it would be unreasonable not to arrive at an agreement. I
The Danish Government supported the UK in their wish
to remove or to attenuate the balance of payments

criterion. It was paradoxical to punish a country ) |

for improving its balance of payments. It was also
wrong to include-only the VAT in tie calculation because
/ this would be a minimal amount. He endorsed

Mr Wilson's proposal that these questions should

be solved a;d that experts should be asked that

evening to draw up a paper with as few syuare

brackets as possible. Herr Schmidt said that in i R =

| view of Mr Wilson's domestic situation he welcomed . |

: s
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political matier of the highest order and not a
matter for experts. Botli when he was Finance
Minister, and now as Chancellor, it was a very
difficult question to decide how high a sacrifice
he could expect from his own tax-payers. In the
past he had been in profound conflict with Herr
Brandt and now he was in the same situation with
Herr Apel. The Cheyssou Fund and the subsidy for
hill farmers had been expensive. Germany could
not finance all the costly inventions of the
Commission at a time when their GNP was stagnating.
It affected the implementation of Germany's
domestic policies. They were meeting th;ir
expenditure from credits and not from révenues.

The cardinal issue was how large could he expect

- ﬁEN I THIS MARGIN




l\f_ tkmu.‘c__

- President Giscard attached much importance to

——
e et

The

the maintenance of the "own resources" system.
Commission's proposal had not wiolly but partly left

aside Frenci and Germ'n objections. Limiting the
b pY el pol F‘CK«‘J"':'-'(‘. b

refund to the VAT slice ML&HMM- &

WL i slene
Personally he was prepared to consider the :

inclusion of levies and duties but in a degressive

m. nner. In this respect he suggested that from

1976-1982 the divergence should be taken into account

in a degressive manner, e.g. 80% in Year One aad

f’".,'."a‘." Loy
in

deecline by 10% or alternatively 90% down to 30%.

IN THIS MARGIN

this way it would be possible to envisuge a clear situatior

at the end of the seven-yeisr period and by then the

 position as roegards the flow of foreign trade wo

O BE WRITTEN

It was poss.




commit himself since his Cabinet colleagues had to

have their say. But even if he could not commit
himself other Heads of Government could not go back

on conclusions they lad reached. In the very positive
comments which Mr Wilson had made on the UK's future

contribution in Community activities, did he include

— Car\(r.v.,p\— nj‘l\’g.. ~eatee A Nasec e k.J [WASVTE o N ._’

the almﬁZnP—LMb” This was a basic point fﬁ%’gll

Community countries since some doubt had been expressed

in the origi nal negotiations. President Giscard

then said that the system of "own resources" was not
respected in the Commission's propos:cls. He agreed
that it vas unacceptable that there should be large

Lroamann'cagn ;'i_{‘- [,“;,.'5\,1'/
differences of 4+3-fe between EECU countries as a permanent

=

feature but Heads of Government were creating_a precedent

There would be other candldatea in due course - Greece,

Wﬂ"‘u (£ v"hI'aW\\&"‘"

~ Portugal and Spain for example - -.‘a'l‘-il hat mesns lover
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The balance of payments criteriw—were left aside for

%

. deficit countriesg 6 it could be left nside also for
= surplus countries. TMWHWMM
product;&hey—pnrebﬁsed—&%—the—a&me—paieeT—defending
onlyom whether they came fromoutside—er—inside the

Community. There micht be a-neg:tive contribution
as—regards—tex—-in a local Communi-ty. Tire—VAT
ceiting—therefere—was antomatiic unless—the—town
resources’ system—was—done away withs He found

Herr Schmidt's proposal for a certain limit for
transfers to be very positive. Large contributions
had been expected from the Germans in the past. THe

opproved of Herr Schmidt's ideas and thought that

» proposals could be dev_is_éd in order to create other ;_‘-_‘ ‘
; s . ‘ _;S"’
2 -~
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ii) should the duties and levies element be

gradually phased out or reduced?

iii) what should be the amount of the refund

and was that only to be taken into account?

Herr Schmidt asked whether the VAT ceiling was

challenged by anyone and Mr Callaghan said no.

L=
President Gisgard suggested that some points be studied
T

further and some referred to experts. The experts for
example could consider what would .appen if degressivity
were taken into account on levies and duties. And also
the linkeduguestion of whether the two-thirds limit

should be maintained in that case. He did not want to

.
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revert to the balance of payments point at the moment.

| Herr Schmidt said that the limit on the total tefund

than commented

&
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& small federal budget. Mr Callaghan asked what
period Herr Schmidt was taking for his figure of
250 m.u.a. He hoped this was not an immutable figure

foﬁ%ver. He might be able to consider it for a
short period. Hr—Joop—dan Uyl said jt—was—unacceptable
th&¢ma*c0unin¥_iiih_u_balanna‘nL_paymsn%e—a&rp¥ee—sbna}d

ﬂe%—a—feﬁayment.i Mr.Wilson said that Herr Schmidt's

siﬁtemgﬁt must be taken seriously. He agreed albout the
Egg;g;:iii;; of statistics. Was it possible for Herr
Schmidt to suggest a budget limit for a period of yeirs?
(Mr Wilson gave no indication of the period he had in
mind.) Secondly, if the experts were asked ito make a

study on the lines envisaged how would that affect

Herr Schmidt's budget problem in the longer term?
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Mr. Wilson said that Herr Schmidt seemed to prefer figures
to percentages. Mr., Callaghan asked whether his figures were
drawn up before the correcting mechanism had been applied and
Herr Schmidt said no.

M. Giscard d'Estaing said that the discussion was very

speculative. He hoped it might be possible to translate it

cleast = .
into netxsff financial terms.

M. Ortoli said that M. Tindemans was right and that his
figures showed that there vas a burden on the UK. The Federzl
German budget was 13% whereas it amounted to 30% in a country
with a centralised government. It was difficult to refine

»

 be lower in the future.

put up.

the figures further. Who knew for example whether tariffs would |,




I Mr. Callaghan said that on the basis of the 1975 figures

the Community budget would be between 6.5 and 7,000Imillion

units of account in 1980. M. Giscard d'Estaing said it would gp

bgyond 6.5 thousand MUAs in 1975. By 1980 it would be over
8.5 thousand MUAs. It was impossible to do a projection for
1981 or 1982 when the budget could grow to 9.5 thousand

MUAs or even 10 thousand MUAs. Mr. Callaghan said that this

was a dangerous operation because either the gap would be
proving to be growing ever larger for.the UK if the German

Government stuck at 250 MUAs for the refund or theUK would hav«
e

‘ prevent any extension of the Community's activities in the

£

future in order to:keep the budget low.

M, Giscard d'Estaing commented that no couitry would be i
to prevent the | h in the budget. All had tried in
g B pylAb b protitems ik}
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