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Cn 'pars 5.1. Accelerated implementation of existing loan
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Cn 'para %:2. - Interest rate subsidies 2% hot on all loans,

vn parea 3.3. Preference for a special edition of the Regional
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Wider questions raised by the Prime Minister may be a problen,

but one cannot =2xclude MCAs. IMCA: &as & consumer subsidy rat
than export subsidy.

On para %3.2. (accept). 3% interest subsidy. Difficulty in

Para 3.5 accept.
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On para 3.3 prefsr a spscial section of the RDF rather than
a special credit line.

Sssentisl for the ZEC to tackle the problem of convergence.
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If Tthe convaergence of the Community is an objactive then
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the Budgat nust reflect this objective.”

"Concerned at the way the burden will increase.”
“Underlying trend clear"

"By 198C our nst contribution is 1,500 million mua™
"Britain will be the larcest net contributcr™
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"You all complain that we are not Community minded. Zhe real
trouble is that when I stand up at the IEspatch box in the
House of Commons I am unable to point to any real tangible

benefit from EEC membership"

"Interest of fulfilling comnitments(quoted Zrom para 9 - not
criticising principles of CAP - not asking for gemzrzixxw dramati
- g

changes in contributicn
Do H Bkl aw._]

Circulate the documents] "Our contribution to the Budget
is becoming so onerous that I must repeat I carnnot eccept

anything which worsens our position.

isgnor Andreotti
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Cannot stress encugh &t

-

S AT 3= vy .
e 1-.-4:401-‘03;1\-"-‘ Q

F -—
4 v
solidarity with the less prosperous countries." Cbjective

problen and a psychological problem.

Must reduce the public deficit.

Development of the south of Italy esseatiel politically.

Mipamum of economic srowth.

ommunity 2id eavmarked for the south of tha country must enable o

o show that ther

solicy of compensation
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We SI0uUld dut into the statemnent the text circulated by Prime
-

Minister Callazchan.

Hea® vith disappointment suczestion for lowsring interest rate sub
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More lmportant to consider the amount of resources to be

£ 5 v S TS TP - ia N - Loy o iy Ty
transferred - within this overall figure flexidility of ways

iz which the monsy should be spent.

Cn para 3.4 agree must not be spent on distorting competitiodn.
- Schmidt would like to add "specific industries within™ member

states - seemed o be agrecd as a drafting change.

derr Schmidt: what 1is the figure you have in mind for stating

the overzall amount.

Signor Andreotti: We thought of a figure but it might be better
to hear proposals. As far as loans are conceraed for 1979, we
already have 1300 million units of account. If 4% interest —
326 thousand units of account. Additional loans 1,000 million
units of account - 250 thousand units of account. Increase in

Regional Fund earmarked for Italy 125 million units of account.

Herr Schmidt: Very depressed by discussion speak
Some 7 months ago we put ideas forward. French President felt

would contribute to study growth - moere employment.

Jo

we made concessions yesterday which reached the limit of our
constitutionek.

‘-

er to steer German eco:omy.i: we decide to make a contribution

i
we do so for Suropean reasons. Easier to manage economy alone

in the Snake shown our will for solidarity.
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Pemends out forwsod for renegotiatin or tha third $imes
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RPF revised.

YN B Y
GRP r'ewizad.

My intere.t in this whole operation will nelt away very fast.

/Can
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risking our eurrencies - why in addition I should make further

financiasl sacrifices which would tzake the form of e

£ls0 understanding for Irish position, particulsrly if Ireland
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rrency union wouid now be

olved. Agree crzates a speclal situation.

Things are getting out of hznd. Prepere ourselyes for fallure

Entry would raise major

14
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conomic difficulties. Approach will

depend on the degree of

44
UJ
B

assistance we can get.

ur situation is unique - =xplained o difficulti -
C tuat plained our difficulties our

2conomy remains in the course of development.
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— GNP lowest per head
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demographic situation.
= 1'50% under: 25.
- Young people entering employment market 7 times the average
of the Community.

- Bcoromy very sensitive - over 305 of GLP exported,

Pursuing strongly =xpansionist policies:

Agree with Prinme [iinister LI'.‘.‘_:L).-.‘ effort must “cone from"the
~
she
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countries “hemseclves. Invastment ratio-30%, inflation less
o "an Old.
- - = - - 3 . % & i i
Hzed 2.7 PO SUA . > SoICISEE S ch €Rebasis el all

member states participatine.If all do no% pzrficsipalie our needs
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—~ On the basis of this allocation would like it in the form of
cash transfers - cash grants.not interest-free loans.

(&7

I repeat, if all members do not participate our problems are much
greater.

Herr Schmidt: clarified that the m,h.,&;( of the loan would be the
normal iime.

lMr ILynch: proposed 5-year loan period. Open to argument about
the allocation — interest subsidy rate shomld be 4%, preferably 5%.

President Giscard: Theoretical comments| agree wé%h.ﬂhf transfers
of resources will be carried out for the benefit of the countries
participating in the ERR.

Wrong to talk about the RDF. We discussed this question a year
ago. We fixed the resources — agreed then we should not question
the allocations every year — Frgnol agreed not to claim what was
considered fair by the Commission experts — if we join the ERR
France would request that we should have sqme share as the
Commission agreed — problems in Xa= S.W. France.YWe will raise this
at the appropriate time. Iistened to Mr Callaghan. Britain not
prepared t0 give up share even if not participating — so I consider

we should stick to lazst year's RDF not reopen discussion.
R

Transfer of resources — Andreotii comviisac+=2.

On pares 3.1 and 3.2, Iynch rather high. I we are to do sO either

loans from fIB or interest rate subsidy — could agree to 3%,

Discussion with centre on the amount of the transfer., Distribution

between loan and interest ecan be flexible - technical.

Herr Schmidt (speaking from the Chair): Further comments.

Prime Minister: Undersbtand the Federsl Chancellor's difficulty.

Cermany has bsen ths pay-masisr. I also think that what you
= R dvEARL + el
produced in Copenhagen was peasonsezs - the acme of German influence.

Would not like this to slip away. & A
o



I do not ask for any
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renegotiation.

~ Bakal et Ao

All T ask is for the policies
Told myself that the coavergence of our
thase issues less important.

to become effective.
economies would make
Wihether our fault or

Hasn't happened.
others' fault - not a question of renegotiation.

On para 3.2 very little difference to achieving a convergence but
as a matter of principle I could not agree to introduce something
which would worsen our position - one step back.

4 . ise A
Why I want to rededicate ourselves in pézggéiag vara 4. Not

tactically part of ENS but in Bremen durability would depend on
convergence.

Herr Schmidt: Remarks on principle do not want RDF % to be changed.

Danish: Benefits cannot just be assessed by contributions -
: i g i -
agriculture comes tc some via the prices, oth via the rund.ﬁ(..)

e 2 11
Lo

te—esnaider Dovoante Sde—a——me—out Zoass not take
account of MCA - if you calculate MCA UX is & net receivepfrom
the Budget.@ut I recognise after European Council lMarch 1975
March 1977 ne& UK claim - Support para 4 addition. INMust be
assessed in its entiretly.
Mr Jenkins: Iot get diverted omn ICAs.
T regret I ever launched this scheme. I hope nobody would be in
any doubt as to how serious....
-~ g2 major shock to the Community
-~ burden of enlargesnment becomes greater
- diprect elactions would bscome a 1liability without any momentum.
At Bremen Concurrant studie he less prosperous members
t into the scheme
tO come 1nto The SClHele.
sovisaged in dremen  vhis G & ¢ountriss 40U particlpating woulc
Ba tha bonafigiaries of concurrent studies

/Danish
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Denish:
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Support for UK para 4 on the basis UX will make a positive
contribution.

i L A Afwn qu}
President Giscard Dort zhure the over .epeg;%:d;;gq of
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Jenkins. Zone is our aim, whaskes we wiskh to pursue, Not

compulsory - yesterday definsd the machinery - now for member
states Lo decide if they wish to participate. The system wil
not be called in guesticn by a country deciding that the
compensation is not sufficient to join at present. The Italians
and the Irish nust decide whether they wish to participate not
asking for anything more but will not accept anything less -
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trans?f of rescurces.

(Giscard can't fully unde

nor can we.)

@rcpmrax$xt Why crucial

yesterday on the systen.

+

why Brifain

~
S

annot change RDF,

e the progress we did

Herr Schmidt:
Britain.

RDF taken out of conside

tuotas not changed to the detriment of Great

Pt

There remains question of I;al%Ain case Liragjcomep in the ERR.
-~ For these two countries there x=xxinz is a risk - an additional
ital i Necessary any untry ready to contributb
capital import. Necessary zany country ready w0 COLL e
large ca 2 vt 4o support Irish balance of payments.
BEIB, Gilt-2dged loans. Cbjectivity necessary.
Maybe necessary for capital imports for taly - no need for
'—..T ney = = oy o BN o
Inkaracy ral y3idis - an tana 7 they shouid ©be
retrospactive Jenkins says on existing facilities but again I
- - L] et - - o
srotest no need to retrospscbively j‘b& svisting windows.
/Primé Hinister
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be struck out of the account on bob

Signor Andreotti: Sach of us must always realise the position

es of r members. Mpek e strong enough
S{"\L iljﬁ‘hr\

i
not to need help but subsieisabion will hs 21p Germany sell their

Mr Lynch: What would be the position if the UK.does not
participate in EER. What happens to the % in 3.7 and 3.27
What is French President's attitude to the special fund?

Industrial Oquk in ECOFIN.

Herr Schmidt: No agreement on 3.3. Always under dispute.

M. Simonet: Would the 400 million ®mver exclusively EIB?

Herr Schmidt: Not cover =DF.

T - . 1 - =~ ’ -
Mr Lynch: If Britain 4id not participate....»
. S % ~ 1 g i ) w4 I 4 - - o~ d -y 3
President Ciscard: RF - 400 nillion interest rate subsidies.
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€n para 3.1. 1000 billion. Interest rave subsidies 3%.

its of account in cash

Siegnor andreotti: Maust apply extraordinary rules to cover.

SIEOSA 2 hitiion ~ T
SAVIE L lLilOon. Lnduserial prograssaesSs
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ERER pennadt: If it all cc down to finding more rasources.
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- 400 EUA available an additiornal burnien for interest subsidies,

-~ g | - - - -~ & - -3 - =
Wno feel concern that ¢ 1xness of thzir balznce of payments
nead a ca:ital laport.

. - - P - o= o Aol e —m e Taw 1
President Giscard nat he additional budzst Surden.

o nmy = 17 -~ T3 - - - L - -

Maximum of 2400 million 2nnually over next Iew Fears.

v —_ .3 Pl
4L 2ALcent Oi our

50

Herr Schmidtbt:
Fund.

liow point of

ALt

llo ehewmsolisn of Regional

decision.

President Giscard: You are

participate - so 400 million

TaTv
v wd )

genercus. Csanot ask Britain to

countries.

Herr Schnmidt:

3.2. Are you willin

formulae applylng

Cr are only if in? Or only

a ~ e o
Uncderstand ¥«

u.France did not contribute 3.1 or

to contribute to a lesssr degree?

v important to establish that the

whether we are in or out?
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Signor Andreotti proposed that the following should be added at the
end of paragraph 3.7:

"Special rules are to be introduced for the treatment of
balances accumulated by a creditor country whose currency
persistently lies outside the divergence threshold while the

debtor country's currency is not itself divergent."

Extremely important point =~ cannot give up.

Herr Schmidt

Ought to introduce system of innocent credits.

M. Ortoli

Finance Ministers split 7:2.

President Giscard

On para 3.6. Nodal point - if we restore 3.6 then the problem

over 3.7 and innocent debt becomes more manageable.

On para 3.7. 45 dazs.{j&ompromise for the Germans clearly already
agreed:(

[Not clear who speaking] Arguments on para 3.2.

1. Surely member states of the Community are in a different
category. Why inveolve the Commission?

be present

1 but not wvote.
participate

L% They could

% Is it intended to exclude the 3 new member states who are

unlikely to join the ERR.
/4.
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Is it possible to break down the central banks day-to-day

operations from the meeting of Ministers.
Exclude the Commission.

Surely if tley want a member state currency outside the system

to try and keep within the band they need to be aware.
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Signor Andreotti

Even more disappointing than we thought at the outset.

Gradually taken on the appearance of the old Snake.

Obliged to reserve my country's reply. Need a little more than

2 days. Reply within a week. Hope it will be positive. Consider

it a political defeat.

Night of Sunday and Monday. Cannot force matters beyond certain

limits - do hope new mechanism will be useful.

Mr Lynch

Over past few days strong desire to participate in its fullest
possible context. EMU fundamental aim of the Community. Sought
terms we considered would be necessary. Received gener®d measure
of understanding. As of now cannot give a positive indication that
I will give a positive recommendation. Like to consider the matter
further - consider whether there could be any further basis on

which we could consider joining.

Unforeseen measures further basis. Council would have regard for

thwir special factors.

Any other possible basis above and beyond... .

France: different from Snake.

Schmidt: different from Snake.

KEAAZE




