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NOTE OF THE PRIME MINISTER'S DISCUSSION WITH THE PRIME MINISTER 

OF ITALY, SIGNOR ANDREOTTI, AT 10 DOWNING STREET ON 15 JUNE, 1979: 


AT 1130 


Present: 

Signor A n d r e o t t i 
Prime M i n i s t e r 


F o r e i g n and Commonwealth Signor F o r l a n i ( M i n i s t e r o f 

Se c r e t a r y F o r e i g n A f f a i r s ) 


Mr. B.G. Ca r t l e d g e Signor Catalano (Deputy 

D i p l o m a t i c A d v i s e r ) 


Mr. Antony Leydon 

( I n t e r p r e t e r ) S ignora C i v e l l i 


* * * * * * * 


S i t u a t i o n i n I t a l y 


Welcoming Signor A n d r e o t t i , t h e Prime M i n i s t e r s a i d 

t h a t she was very g l a d t h a t he had been able t o spare t h e 

time t o come t o London f o r a d i s c u s s i o n o f the f o r t h c o m i n g 

European C o u n c i l Meeting a t St r a s b o u r g , and of what they 

both hoped t o achieve t h e r e . She would l i k e t o hear from 

Signor A n d r e o t t i what the next steps would be f o l l o w i n g h i s 

g r e a t success i n the I t a l i a n E l e c t i o n a g a i n s t the Communists. 

Signor A n d r e o t t i s a i d t h a t he now had t o form a c o a l i t i o n 

government. He hoped t h a t the two p a r t i e s i n the government 

at p r e s e n t would p r o v i d e t h e ba s i s f o r c o n s t r u c t i n g a s t r o n g e r 

combination. The major d i f f i c u l t y at present was t o secure 

the c o o p e r a t i o n of the S o c i a l i s t P a r t y . Even t h e t h r e e 

p a r t i e s i n combination would s t i l l f a l l 20 votes s h o r t of 

an o v e r a l l m a j o r i t y , and he was t h e r e f o r e o b l i g e d t o seek 

agreements w i t h o t h e r p a r t i e s as w e l l . He a l s o faced 

problems w i t h the t r a d e u n i o n s , but hoped t h a t t h e c u r r e n t 

n e g o t i a t i o n s w i t h them would be complete b e f o r e the end o f 

the summer. 
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The Prime M i n i s t e r asked Signor A n d r e o t t i about the 

percentage of t r a d e u n i o n i s t s i n the I t a l i a n w o r k f o r c e . 

Signor A h d r e o t t i r e p l i e d t h a t he would l i k e t o make two 

p o i n t s on the t r a d e u n ions. The f i r s t was t h a t d u r i n g 

the past t h r e e years the t r a d e unions had worked q u i t e w e l l 

w i t h the government d u r i n g the c o u n t r y ' s most d i f f i c u l t 

moments, f o r example d u r i n g the n e g o t i a t i o n s w i t h the IMF 

and a t the time of heavy s p e c u l a t i o n a g a i n s t the L i r a . 

I t was a l s o t r u e t h a t the number of w o r k i n g hours l o s t 

t hrough s t r i k e a c t i o n had f a l l e n by t w o - t h i r d s d u r i n g t h e 

same p e r i o d , l a r g e l y because of c o o p e r a t i o n on the p a r t of 

the unions. Signor A n d r e o t t i s a i d t h a t t h i s was p a r t l y 

due t o the f a c t t h a t the government had been i n a m i n o r i t y 

i n P a r l i a m e n t , and had depended on the P a r l i a m e n t a r y s u p p o r t 

o f the S o c i a l i s t s and the Communists. I  t was n o t i c e a b l e 

t h a t s i n c e December, when the S o c i a l i s t s and Communists 

had withdrawn from the government, the l e v e l o f s t r i k e 

a c t i o n had i n c r e a s e d ( a l t h o u g h t h i s c o u l d be a t t r i b u t e d 

i n p a r t , a l s o , t o the b e g i n n i n g o f the p e r i o d o f wage 

n e g o t i a t i o n s ) . Secondly, t r a d e union membership had f a l l e n 

s i g n i f i c a n t l y , m a inly because many workers were u n w i l l i n g 

t o pay t h e i r c o n t r i b u t i o n s . 


Community Budget and the CAP 


The Prime M i n i s t e r t o l d Signor A n d r e o t t i t h a t she had 

seen r e p o r t s o f h i s press i n t e r v i e w on the p r e v i o u s day, 

and had been encouraged by the f a c t t h a t he was i n agreement 

w i t h so much o f what the B r i t i s h Government would wish t o 

say at S t r a s b o u r g . She wished Signor A n d r e o t t i t o know t h a t 

t h e r e was a g r e a t d i f f e r e n c e between the p r e s e n t Government's 

approach t o Europe and t h a t o f the l a s t Government. The 

p r e s e n t Government b e l i e v e d p o s i t i v e l y i n the European i d e a l : 

the UK would not be able t o go ahead except as a member of 

Europe. B r i t a i n ' s membership o f t h e EEC was the best 

s o l u t i o n f o r t h i s c o u n t r y , and the best f o r Europe as w e l l . 
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The Prime M i n i s t e r s a i d t h a t she and her M i n i s t e r s were w h o l l y 

devoted t o the cause o f Europe, and f o r t h a t reason would 

do e v e r y t h i n g p o s s i b l e t o make the European i d e a l work and 

to cooperate t o the g r e a t e s t p o s s i b l e e x t e n t on a l l issues. 

This would n o t , however, p r e v e n t the Government from f i g h t i n g 

t h e i r c o r n e r on m a t t e r s which gave r i s e t o problems f o r the 

UK, such as th e Community Budget, Common A g r i c u l t u r a l 

P o l i c y and F i s h e r i e s . The problem l a y i n how t o make progress 

on these issues w i t h o u t seeming t o be anti-European. The Prirr.e 

M i n i s t e r s a i d t h a t she wished Signor A n d r e o t t i t o know t h a t 

the sooner progress c o u l d be made on these i s s u e s , t h e sooner 

the Government c o u l d c o n v e r t t h e B r i t i s h people t o th e European 

i d e a l . The Dresent budgetary arrangements were u n j u s t ; 

they had t o be made j u s t and reasonable. The Government d i d 

not, however, wish t h i s i s s u e t o dominate the d i s c u s s i o n s at 

Stra s b o u r g ; what they wanted was prog r e s s so t h a t the 

Community could move on t o t a l k about o t h e r m a t t e r s . 


Signor A n d r e o t t i s a i d t h a t h i s t o t a l e xperience o f f i v e 

years as Prime M i n i s t e r had taug h t him t h a t i  t was p o s s i b l e 

t o r a i s e problems a t European Co u n c i l s but not t o achieve 

s o l u t i o n s o f them w i t h o u t slow and g r a d u a l p r e p a r a t i o n . 

The aim at S t r a s b o u r g , t h e r e f o r e , s h o u l d be t o have the 

problems s e t out c l e a r l y , and agreement reached on the 

procedure f o r s o l v i n g them, a procedure which c o u l d perhaps 

i n v o l v e the Commission. The Prime M i n i s t e r t o l d Signor 

A n d r e o t t i t h a t when the P r e s i d e n t of the Commission had c a l l e d 

on her t h r e e weeks ago, she had r a i s e d the problem of t h e 

Community Budget w i t h him, and she now had from t h e Commission 

an agreed statement on the e f f e c t o f the budgetary arrangements 

on each member, a c c o r d i n g t o each of t h e p o s s i b l e ways o f 

a t t r i b u t i n g the MCAs, and a l s o showing what the p o s i t i o n 

would be i n 1980 when A r t i c l e 131 would no longer apply. 

The f a c t s , t h e r e f o r e , s h o u l d not be i n d i s p u t e . The Prime 

M i n i s t e r s a i d t h a t she was averse t o a r g u i n g w i t h her 

col l e a g u e s about the f a c t s when these were r e a d i l y a s c e r t a i n a b l e . 


/Mr. Jenkins 
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Mr. Jenkins had suggested to her that when she met President 

Giscard, as President of the Council, she could obtain h i s 

agreement to putting the problem of the Budget on the Agenda 

for Strasbourg, on the b a s i s of securing the Council's agreement 

on the f a c t s and g i v i n g firm i n s t r u c t i o n s to the Commission 

to come forward with p o s s i b l e s o l u t i o n s to the problem at 

the Council's next meeting. During her t a l k with President 

Giscard in P a r i s , therefore, she had adopted t h i s approach, 

and had recognised, in the l i g h t of the d i s c u s s i o n , that the 

UK's task would not be an easy one. The UK had subsequently 

experienced some d i f f i c u l t y in arranging for the Budget question 

to be given a reasonably high place on the Strasbourg Agenda. 

The Prime Minister s a i d that she was nevertheless determined 

to achieve the r e s u l t that the Commission would be i n s t r u c t e d 

to produce s o l u t i o n s . She did not underestimate the d i f f i c u l t i e s , 

because she was aware that not a l l members of the Community 

accepted that the present arrangements were unjust. The f a c t 

was, however, that only an unjust system could produce such 

unjust r e s u l t s , and the system must therefore be changed. 

Both I t a l y and the UK were paying more than t h e i r f a i r share 

i n t h e i r net c o n t r i b u t i o n to the Budget. F a i r n e s s between 

the partners was e s s e n t i a l in any e n t e r p r i s e which was to have 

a t h r i v i n g future. Signor Andreotti s a i d that he believed 

that the f i r s t e s s e n t i a l was to avoid any worsening of the 

present p o s i t i o n . In p a r t i c u l a r , a r i s e i n a g r i c u l t u r a l 

p r i c e s would increase expenditure s i n c e a g r i c u l t u r e would take 

up an even greater share of the Community's Budget. The 

European Council had sometimes spent days at a time debating 

whether the Regional Fund should be increased, whereas expendi­

ture on a g r i c u l t u r a l surpluses amounting to f i v e or s i x times 

more in cost were passed through without any d i f f i c u l t y . 

There were two f u r t h e r d i f f i c u l t i e s concerning surpluses. 

The f i r s t was that the Community u s u a l l y ended up by s e l l i n g 

them at a r t i f i c i a l l y low p r i c e s to, for example, the Soviet 

Union a f t e r f i r s t i n c u r r i n g a l l the expense of supporting them; 
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t h e s u r p l u s e s should be consumed i n the Community i t s e l f , i n s t e a d 

of which the members o f the Community were pa y i n g t w i c e 

over. The second d i f f i c u l t y was t h a t under the pr e s e n t system 

i n s t r u c t i o n s were g i v e n from time t o time t o d e s t r o y f r u i t and 

veg e t a b l e s as a r e s u l t o f EEC r e g u l a t i o n s . T his caused a 

s e r i o u s p s y c h o l o g i c a l problem as f a r as poor people i n I t a l y 

were concerned, p a r t i c u l a r l y s i n c e these p r o d u c t s were o f 

so much g r e a t e r concern t o I t a l i a n s . I t a l y wished t o change 

the r u l e s which produced t h i s r e s u l t . 


Signor A n d r e o t t i went on t o say t h a t i n h i s view t h e 

f i r s t e s s e n t i a l was t o f i n d a way of a v o i d i n g a g r i c u l t u r a l 

s u r p l u s e s , t h e r e b y r e d u c i n g t h e cost o f the CAP and the 

burden on the Community Budget. He had some co n f i d e n c e i n 

the q u a s i - l i b e r a l economic t h i n k i n g o f C h a n c e l l o r Schmidt i n 

the ERG; but he knew t h a t Denmark,Ireland, and pr o b a b l y the 

Ne t h e r l a n d s , a l l o f whom b e n e f i t e d from the prese n t arrangements, 

would cause d i f f i c u l t i e s f o r I t a l y and the UK. 


Signor A n d r e o t t i s a i d t h a t the problem of Mediterranean 

p r o d u c t s was n a t u r a l l y o f p a r t i c u l a r concern t o I t a l y . I n 

o r d e r t o h e l p c o u n t r i e s l i k e Cyprus, the Community f r e q u e n t l y 

gave Mediterranean p r o d u c t s l e s s p r o t e c t i o n than o t h e r s . 

He understood t h e reasons f o r t h i s , but i t was always 

at I t a l y ' s expense; i n the Tokyo round, f o r example, t h e r e 

had been a g r e a t d e a l o f d i s c u s s i o n of r e d u c t i o n s i n t a r i f f s 

on f r u i t and tomatoes, but no mention o f s i m i l a r r e d u c t i o n s 

f o r meat and d a i r y produce. I t a l y had been able t o achieve 

some minor changes, but i n g e n e r a l she had a raw d e a l on 

t h i s i s s u e . Signor A n d r e o t t i s a i d t h a t Mediterranean a g r i c u l ­

t u r e was f a r more i m p o r t a n t t o I t a l y than the discr e p a n c y 

between what they c o n t r i b u t e d t o t h e Budget and what they 

got back i n r e t u r n ; f o r the UK, however, the o p p o s i t e was 

t r u e . But the s i t u a t i o n f o r the two c o u n t r i e s was i n r e a l i t y 

two s i d e s o f t h e same c o i n and o f the problem of s e c u r i n g 


/ g r e a t e r j u s t i c e 
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greater j u s t i c e as between those who were doing w e l l out of 

the system and those who were not. Signor Andreotti s a i d 

that i f the UK and I t a l y were to have a common platform, 

I t a l y was obliged to seek the UK's support on the problem of 

Mediterranean products. 


The Prime Minister s a i d that on the question of surpluses, 

President Giscard had suggested - and she was not sure to what 

extent t h i s had already been discussed i n the Community - that 

s urpluses should be financed by the countries c r e a t i n g them 

and not under the CAP. Lord Carrington pointed out that 

President Giscard was i n f a c t r e f e r r i n g to future surpluses. 

He went on to say that, so f a r as Mediterranean produce was 

concerned, the balance of power in the Community could w e l l 

s h i f t when Spain and Portugal j o i n Greece in the enlarged 

EEC. 


Signor Andreotti acknowledged that i f each member country 

had to accept r e s p o n s i b i l i t y for i t s own surplus, there would 

be no problem. Given the mechanism under which the CAP 

operated at present, however, t h i s simply did not happen, 

because Community i n t e r v e n t i o n to bridge the gap between 

p r i c e s r e a l i s e d and the f i x e d p r i c e was automatic. To achieve 

the r e s u l t President Giscard had i n mind, therefore, the r u l e s 

for the CAP would have to be changed. The present system 

stimulated the increased production of, for example, dairy 

products in the FRG by the payments which i t provided to 

German farmers. Production plans were needed, although 

there would have to be a degree of e l a s t i c i t y in them to take 

account of years of bad weather and other f a c t o r s : but the 

o b j e c t i v e should be to avoid s t i m u l a t i n g the production of 

surpluses which created an i n c r e a s i n g burden on the Community 

Budget. 


Reverting to the question of Mediterranean products, 

Signor Andreotti s a i d that the EEC had agreements with the 
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c o u n t r i e s of North A f r i c a and w i t h I s r a e l which had adverse 

consequences f o r I t a l y . The Community absorbed o n l y 7 per 

cent o f I t a l y ' s p r o d u c t i o n of c i t r u s f r u i t s ; the remainder 

was consumed i n I t a l y i t s e l f o r e x p o r t e d elsewhere, which 

was d i f f i c u l t . By c o n t r a s t , 80 per cent o f I t a l y ' s consumption 

o f meat and d a i r y produce was imported from w i t h i n the EEC. 

This imbalance had t o be c o r r e c t e d . Signor A n d r e o t t i r e c o g n i s e d 

t h a t , w i t h the accession o f Spain i n p r o s p e c t , years of prep a r a ­

t i o n would be needed t o secure the necessary adjustments. 

There was no need f o r I t a l y t o s u f f e r damage as a r e s u l t o f 

the enlargement of the Community which, indeed, I t a l y s u p ported 

on p o l i t i c a l grounds. 


The Prime M i n i s t e r asked Signor A n d r e o t t i how l o n g he 

had been seeking r e a d j u s t m e n t s f o r Mediterranean p r o d u c t s ; 

i  t was c l e a r l y u n l i k e l y t h a t r e s u l t s c o u l d be achieved on t h i s 

between the S t r a s b o u r g and D u b l i n Meetings of the European 

C o u n c i l . Signor A n d r e o t t i r e p l i e d t h a t I t a l y had begun 

the b a t t l e s e v e r a l years ago. Some r e s u l t s had been achieved, 

f o r example i n w i n n i n g from the Community a c o n t r i b u t i o n towards 

the c o n v e r s i o n o f c i t r u s f r u i t s i n t o f r u i t j u i c e , which c o u l d 

be e x p o r t e d over a lon g e r p e r i o d and at a h i g h e r p r o f i t . 

The EEC had a l s o c o n t r i b u t e d t o a g r i c u l t u r a l p r o d u c t i o n i n 

Southern I t a l y - t h e s o - c a l l e d Mediterranean package. These 

were, however, modest achievements and they had taken two years 

t o secure. Signor A n d r e o t t i s a i d t h a t he thought t h a t I t a l y 

and the UK c o u l d work t o g e t h e r and the r e b y achieve r e s u l t s . 

The problem, however, l a y i n c o n v i n c i n g the o t h e r members t h a t 

something had t o be done. The o t h e r members had t o r e a l i s e 

t h a t s a c r i f i c e s would be necessary. At the same t i m e , i  t 

was necessary t o a v o i d c r e a t i n g a c r i s i s i n the Community. 

A c r i s i s c o u l d come about since on q u e s t i o n s o f t h i s k i n d , 


members 

i n v o l v i n g economic i n t e r e s t s , / w e r e i n c l i n e d t o adopt r i g i d 

a t t i t u d e s ; i n the N e t h e r l a n d s , f o r example, a t t i t u d e s 

towards the CAP remained c o n s t a n t as between S o c i a l i s t and 

Con s e r v a t i v e governments. A l o n g and d i f f i c u l t n e g o t i a t i o n 
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would be needed, but, Signor Andreotti repeated, r e s u l t s 

could be secured. 


The Prime Minister s a i d that the UK would need r e s u l t s 

very quickly, s i n c e domestic p o l i t i c a l problems could otherwise 

a r i s e . In 1980, the UK's net contr i b u t i o n to the Budget 

would increase enormously: the B r i t i s h Government could not 

afford to wait u n t i l the 1 per cent maximum of VAT was 

reached. The Government's opponents had concentrated so 

much on the Budget as the t e s t of whether EEC membership was 

b e n e f i c i a l to the UK that i t would be impossible to t o l e r a t e 

the status quo for a f u r t h e r two years or so. The Government 

had to solve two problems: the Budget i t s e l f and the CAP,which 

was to a large extent responsible for the Budget's s i z e . 

Unless movement could be secured very soon, the Government 

would be in grievous p o l i t i c a l and f i n a n c i a l d i f f i c u l t y . 

Lord Carrington s a i d that the present s i t u a t i o n could upset 

the Government's whole economic st r a t e g y . The UK could not 

hope to become a c o n s t r u c t i v e member of the EEC for so long 

as her economy remained weak. I t was d i f f i c u l t to achieve 

economic recovery while the enormous burden of the UK's net 

budgetary contribution remained. 


Signor Andreotti s a i d that the simple s o l u t i o n might be 

to e s t a b l i s h the p r i n c i p l e that only those countries with 

GNPslower than the EEC average would q u a l i f y for a net 

repayment from the Budget. P s y c h o l o g i c a l l y , however, i t 

might be e a s i e r to arrange a system whereby net repayments, 

or a proportion of them, were not given back d i r e c t l y to the 

nationa l budgets of below-average GNP countries but to the 

Regional Fund or to the fi n a n c i n g of l a r g e - s c a l e p r o j e c t s 

in the country concerned, thus achieving a saving for the 

nationa l budget. A s o l u t i o n on these l i n e s might be more 

r e a d i l y accepted by the EEC members. Signor Andreotti s a i d 

that he did not by any means exclude the more d i r e c t arrange­

ment but thought that something on these l i n e s would be more 
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acceptable. The Prime Minister commented that although the 

r e s u l t might be the same in terms of budgetary f i g u r e s , 

the d e s t i n a t i o n of the repayments would be d i f f e r e n t : the 

t o t a l repayments would not n e c e s s a r i l y come back to any 

p a r t i c u l a r poorer country. Signor Andreotti agreed that i t 

would be simpler to e s t a b l i s h a system of progressive budgetary 

co n t r i b u t i o n s , analagous to n a t i o n a l income tax; but because 

of the EEC mentality, i t would be more d i f f i c u l t to win 

acceptance for such a novelty over a short period. 


The Prime Minister s a i d that a system such as Signor 

Andreotti had proposed would create some d i f f i c u l t i e s for the 

UK, s i n c e the degree of the UK's over-payment to the Budget 

was about to become so great that a s o l u t i o n on these l i n e s 

could not cope with i t . I t was a l s o e s s e n t i a l that a 

government should have some d i r e c t c o n trol over the net refund. 

The B r i t i s h Government, for example, would wish to use any 

repayment in order to stimulate the UK economy, rather than 

acquiescing i n the use of the money to prop up dying i n d u s t r i e s 

in Europe. Lord Carrington s a i d that the current s c a l e of 

the budgetary imbalance was such that, although he e n t i r e l y 

accepted Signor Andreotti's view that the problem of the 

CAP had to be resolved by an adjustment in expenditure, the 

budgetary problem demanded a more r a d i c a l s o l u t i o n . The 

d i f f i c u l t y was that, i f the UK were to pay l e s s , others ­
for example, the FRG - would have to pay s i g n i f i c a n t l y more. 


The Prime Minister t o l d Signor Andreotti that the problem 

was to secure some movement. She was l e s s p atient than he 

was and did not wish to d i s c u s s the problem three times a 

year without achieving any ac t i o n . Action was needed at 

the next European Council: the problem was, how to secure i t ? 

Signor Andreotti remarked that the novelty of the Prime 

Mi n i s t e r ' s presence in the European Council might give a j o l t 

to the Council's methodology, or what he would c a l l "European 

Conservatism". I t was important that there should be adequate 
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p r e p a r a t i o n and t h a t the European Commission shoul d be 

i n s t r u c t e d i n such a way as t o pave the way f o r d e c i s i o n s a t 

the f o l l o w i n g meeting of the C o u n c i l . I t was a l s o necessary 

to work round the f l a n k s , i n o t h e r words t o engage i n 

s y s t e m a t i c b i l a t e r a l d i s c u s s i o n . European C o u n c i l meetings 

were not always the best occasions f o r a c t u a l d e c i s i o n s . 


EMS 


Signor A n d r e o t t i r e c a l l e d t h a t the I t a l i a n Government had 

decided i n December t o j o i n the EMS and had n e a r l y been brought 

down as a r e s u l t . His Government had, n e v e r t h e l e s s , t h o u g h t 

i t r i g h t t o j o i n i n ord e r t o demonstrate i t s European w i l l 

and a l s o because membership o f the system had o b l i g e d the 

Government t o adopt more r i g i d i n t e r n a l and monetary p o l i c i e s . 

The r e s u l t s so f a r had been f a v o u r a b l e . Signor A n d r e o t t i 

asked what the B r i t i s h Government's a t t i t u d e now was towards 

the EMS. The Prime M i n i s t e r s a i d t h a t the Government was 

r e v i e w i n g the q u e s t i o n o f the UK's r e l a t i o n s h i p w i t h the EMS 

and would be prepared t o announce the r e s u l t s o f t h e i r 

p r e l i m i n a r y r e v i e w b e f o r e September. The Government would 

pr o b a b l y wish t o a l l o c a t e some of t h e UK's rese r v e s t o t h e 

EMS. At p r e s e n t , however, s t e r l i n g was a t a l e v e l w e l l above 

the EMS c e i l i n g , p a r t l y because N o r t h Sea o i l was keeping the 

exchange r a t e above what would be j u s t i f i e d by the UK's 

economic performance, and a l s o because of the rece n t i n c r e a s e 

i n the MLR t o 14 per cent. The d e p o s i t o f some UK reserves 

i n the EMS would, however, serve as a d e c l a r a t i o n of f a i t h 

i n t h e UK's i n t e n t i o n t o j o i n the system. The Prime M i n i s t e r 

asked Signor A n d r e o t t i whether membership o f the EMS had 

o b l i g e d the I t a l i a n Government t o adopt tougher p o l i c i e s on 

money supply and i n f l a t i o n than they would o t h e r w i s e have 

done. Signor A n d r e o t t i s a i d t h a t h i s Government had a l r e a d y 

planned an a u s t e r i t y programme b e f o r e j o i n i n g : but membership 

of the EMS made i t e a s i e r t o put t h i s programme i n t o e f f e c t 

s i n c e everybody knew t h a t such measures had t o be taken as a 

r e s u l t o f I t a l y ' s p a r t i c i p a t i o n i n t h e scheme. 
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The Prime Minister s a i d that the B r i t i s h Government, too, 

was prepared to be very tough on i n f l a t i o n . Some exchange 

controls were being relaxed, in order to r e l e a s e UK investment 

to Europe. This was one way of gradually bringing the exchange 

ra t e down: money would be able to enter and leave the UK 

on more equal terms than before. 


Signor Andreotti s a i d that, when h i s Government had taken 

over, I t a l y ' s r a t e of i n f l a t i o n had stood at 23 per cent. 

The Government had got i t down to 13.4 per cent and was 

determined to keep i t there. 


Energy 


Signor Andreotti s a i d that energy would be high on the 

Agenda at Strasbourg. Each member country of the Community 

had a d i f f e r e n t s i t u a t i o n so f a r as energy was concerned: 

the UK had o i l , the FRG c o a l , while I t a l y had nothing. I t 

was e s s e n t i a l to t r y to produce some concrete d e c i s i o n s at 

Strasbourg. I t was no use simply d e c l a r i n g that energy 

consumption should be reduced by 5 per cent, and then leave 

i t to member cou n t r i e s , with a l l t h e i r d i f f e r e n c e s in resources, 

to c a r r y out t h i s p r e s c r i p t i o n . I t would be much be t t e r i f 

the European Council could agree, for example, that a l l p e t r o l 

s t a t i o n s in the EEC should be closed on Saturdays and Sundays. 

I f a l l members were to subscribe to such a d e c i s i o n , i t would 

be e a s i e r for each country to accept i t . The problems of 

nuclear energy, as w e l l , could be more e a s i l y t a c k l e d on a 

Community b a s i s . 


The Prime Minister s a i d that she was not in favour of 

the weekend c l o s i n g of p e t r o l s t a t i o n s s i n c e t h i s would 

d i s c r i m i n a t e against those who were obliged to work on 

Saturdays and Sundays. Each country would develop a d i f f e r e n t 

means of achieving the common o b j e c t i v e . The Prime Minister 

s a i d that she was more concerned by the nuclear energy i s s u e : 

Europe would have to replace i t s c o a l and o i l by nuclear power 

but there had been i n s u f f i c i e n t preparation of the p u b l i c case 
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f o r t h i s . People had t o be reminded t h a t uranium was j u s t as 

much God-given as the sun and the waves. I f Europe c o u l d 

not be brought round t o f a v o u r n u c l e a r power, the whole 

economic f u t u r e of t h e Community would be i n jeop a r d y . 

I t a l y , l i k e France, had taken some very f a r - s i g h t e d d e c i s i o n s . 

The Prime M i n i s t e r and Signor A n d r e o t t i agreed t h a t C h a n c e l l o r 

Schmidt's p r o p o s a l s on n u c l e a r s a f e t y were h e l p f u l and s h o u l d 

be pursued. 


The d i s c u s s i o n ended at 1315. 


15 June 1979 


CONFIDENTIAL 



