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Present:

Italy (in the chair) Mr Aldo Moro
Mr Mariano Rumor

Belgium . Mr Leo Tindemans
Denmark Mr Anker Jcergensen
Mr K B Andérsen
Mr I Norgaard

Herr Helmut Schmidt
Herr H Genscher
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The meeting began at 11.00 am

1. Agenda
It was agreed that during the afternoon's session the first two
items would be:

a. The ecconomic Summit Meeting at Rambouillet on 18/19
November and

b. The economic and social situation of the Community.

It was not intended that there should be any substantive discus-
| sion after the dinner party given by the President of the Republic of
! Italy.

The Economic Summit at Rambouillet

i President Giscard d'Estaing explained that the composition of the
\ meeting had been determined by the economic weight of the participanis.
The selection nad not been arbitrary or haghazard ﬁn #hat the partieir'ﬁ
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Mr Joop Den Uyl said that an important outcome of the meeting
had been that the participants had agreed to confirm the principles
of the trade pledge, in view of the possible threat that some count-
ries might need to introduce tariff protection unilaterally. He com-
mented that there had been reports of the widespread irritation of the
smaller countries who had not taken part. For his part he attached
great importance to the good functioning of the Community and to ad-
herence to its procesures. This was especially important to the smaller
countries. He recognised that the meeting had been useful though he was
glad that there was no intention to "institutionalise" it.

Mr Jorgensen said that it was constructive that the larger count-
ries should try to reconcile their differences. But it was essential
that the forum in which they chose to do so should be an informal one
and that decisions should only be taken in the relevant international
bodies. The Community must coordinate and implement a common policy
to defeat the present crisis of inflation and recession.

N Cosgrave lamented that the Community was a ing apart E‘-'é? tead
e 'xmg T ._. ) b - >, ‘ ) i . wes &l
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Mr Wilson said that the participants at Rambouillet had speci-
fically decided that they should not take decisions. There was an
important agreement on monetary matters, but that was a bilateral
agreement. They had specifiically avoided any institutionalisation of
the meeting and further action was to be pursued through the relevant
international organisations. He had been impressed at Rambouillet by
what the "causative countries" (Germany, Japan and the US) had had to
say on "bottoming out". If there were to be another hiccup in world
economic recovery he could see the need for another Rambouillet type
meeting but no decision was taken on that score and there had been
general agreement on the part of the four Community participants that
they should work through the Community.

Chancellor Schmidt said that he wished to s tate very formally
that none of the 17 points in the communigue had infringed the
Community's field of responsibility.

i ‘.{J'u'll',\

Economit and Sneial Situatian 1n the CDmmunit.
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Mr Wilson said that the Rambouillet meeting had been useful
though rather diffuse, He agreed that the ship-building indusiry
was in a serious situation. He went on to say that, compared with
the situation at their last European Council meeting in Brussels on
16/17 July, he was in a stronger position nov to give a satisfactory
report on the way in which British policy to combat inflation was
going. The agreement with the Trades Unions seemed to be holding -
the turning point seemed to have been the acceptance by the NUM at
their conference of the £6.00 vay limit. This had then been accepted

in Parliament and at the Trades Union Congress. The policy was paying
off and every wage settlement since 11 July had Jbeen within the guide-
lines laid down in the Government's policy. A radical change wzsS now
taking place in the rate of inflation, from its highest level of 26%,
itself partly a conseguence of grievances arising from a statutory
policy of wage restraint. The success of the Government's policy of
reducing the rate of inflation first to 10%, and to singla rigures‘ﬁg
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a., inflation, had passed its zenith even in the UK. On Db.,
floating rates, the fluctuations were flattening out and on e., oil
prices, the major price increases ought to be a thing of the past,
unless the western industrialised countries were very unskilful in
playing thieir hand with the oil producers.

Chancellor Schmidt added that stocks were not right down; for

instance in the FRG a buyer had to wait three months for a new motor
car. The Commission's latest figures for 1976 forecast a change in
GDP from minus 235 to plus 3¥%. That was a very large swing. The UK
would lag some way behind her Community partners and he agreed that
ship-building would continue to be in serious recession. With respect
to Mr Den Uyl's suggestion that the Commission should put forwerd pro-
posals, he commented that he would not be very enthusiastic if the

Community were only to undertake further talks. The task was to stimu-
late further investment. All their deficit spending (following the
classical methoda of Maynard Keynes) had gone to reduce taxes, in oraeﬁ
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problems on which the Commission would also report.

Chancellor Schmidt said he represented a ship-building constituency
but this was not the only problem. What about textiles, footwear and
basic industries? He was scpetical about the implications that one
sector of industry should be picked out for assistance - almost cer-
tainly some kind of subsidy. At best he could only agree to helping
over the financing of new investment. That would increase real produc-
tivity (he did not mean "the beautification of churches").

Mr Moro said that he would tell the press at his press conference
after the Council that they had held an exchange of views about the
economic situation. They had agreed that economic recovery was begin-
ning to appear over the horizon. Their discussion had confirmed the
need for closer cooperation between the member states of the Community
and for a constructive dialogue between the social partners., They

with satisfaction of the re:




CONFIDENTIATL

THE COMMUNITY BUDGET AND MEASURES OF FINANCIAL CONTROL

Mr Wilson invited his colleagues to take a decision of principle
to support the United Kingdom's proposals which had been circulated.
He thought that the responsibility for follow-up action should be
placed on the President of the Council of Ministers and that he
should be invited to discuss his proposals with the President of
the Assembly. The purpose of the proposed Committee would be the
same as that of the Public Accounts Committee in the British House
of Commons, now 113 years old. This was a highly prestigious

Committee with wide and deep investigatory powers assisted by a

skilled staff headed by the Comptroller and Auditor General and

capable of striking terror into the hearts of spending Departments.

Its purpose was to get value for money and to see that expenditures
voted were spent on the subjects for which they were voted - in short,
to ensure the avoidance of waste. In addition, his proposed Committee
would give a real-meaningful task to the membera Of'tﬁB EUropgan=




-H@ Bgrend thd% thb.proposea Financial cgmmissi@ne*ua

CONFIDENT IAL

that it was important that they should go ahead with the plan

for joint meetings of Foreign and Finance Ministers, as they

had agreed at Imcca on 18/19 October. He thought that the
Community should consider Mr. Schmidt's ideas about not carrying
over unexpended portions of the budget from year to year. DMoreover,
the Council of Foreign Ministers should receive periodic reports
about ;the plans of other Councils so that there could be general
coordination.

President Giscard said that he would support the suggestion
that these financial control proposals should be remitted for
further study by the Council of Ministers. France was the
second largest contributor to the budget and there had been a rapid
rise in the Community budget: if anything it surprised him that the
rise had not been greater since there was no equivalent of a Finance
Minister in the Commission. He went on to ask what the powers of
investigation of the PAC would be. Would it extend to national
spending Ministries who were involved in Community expenditure?
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deservins of study, in Coreper, was the relationship between

the Audit Court and the proposed PAC. Any proposals ought also

to be discussed with the European Assembly. He thought that it

would be reasonable to establish the principle that there should

be a second reading of expenditure proposals, though* it would be
necessary strictly to respect the principles of the Treaties, the
Community's competence and the powers of the European Commission.

Mr Cosgrave supported the proposals in general and in particular

shared Mr. Wilson's view of the effectiveness of a Public Accounts-
type Committee. i

Chancellor Schmidt also gave general support to Mr. Wilson's
ideas. He went on to suggest that by the beginning of 1976 the
Commission should submit a proposal to the Eurovean Council, about ths
re-valuation of the Unit of Account. So far as the Community budget
for 1976 was concerned, the European Assembly had mede a number of
expensive proposed amendments to the budget submitted to them by the
Council, He was in favour of re;}ecting them all. He thought that

there should be an:annnal_nutumn_revmew-of the demunity budget by
- - "mmehﬁﬂﬂ:"t‘ﬁa‘&* the leve R L
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financial questions needed further consideration. Until 1978
there was not much leeway for altering the financial arrangements
in the Community but they ought from then to consider adopting

a completely new Unit of Account. Moreover by then a greater
proportion of the Community budget would be coming from the
Community's "own resources". The Commission would make new
proposals early in 1976.

Mr. Thorn said that all the proposals which had been put
forward showed a common desire to improve the effectiveness of
the Community's financial arrangements and he thought that the
Coreper should examine them. But as a first step, he thought
it was essential that they should agree to respect the powers
of the European Assembly and in particular their power to increase
the maximum rate. He thought that the present Commission ought
to try to put forward proposals so that decisions could be taken
on them before the end of 1976 in order that the new Commisgion
appointed at the beginning of 1977 could implement’them.
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who had a similar system, had found that there was any incom-
patibility between our ideas for a PAC and the Audit Court.

Mr. Wilson. went on to suggest that he should submit a
draft statement - he had one available - he would be ready to
withdraw it in favour of a better one if anyone else had a better
one to submit, Alternatively his proposals could be incorporated
in a2 wider draft including the proposals made by Chancellor Schmidt,
President Giscard and others for an annual debate before the
beginning of each year's expenditure season.

Mr Wilson. then read out the UK draft text on financial
control. It was agreed that a fresh text, incorporating points
made in the discussion, would be available in the morning.
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discussion. He said that he fully acceoted
ctions. Uthere was a ‘Ireaty commitnent in
ravour of direct ¢ sions which the British people, when they voted
decisively in the referendum, endorsed and accepted. A year ago nhe had
tola his colleagues that with the refercndum impending he could not
take up & position on progress tvovaras that aim. ‘rhere was no reserve

of principle and indeed the roreign ana Comnonwealth secretary had tola

the Council of Kinisters so. 4whe refercndum was now happily behina us

and we were ve.y ready with our partners to Work towards a concensis on
the issues which remainea to be settled before agreement could be reacihec
on ineé method and timing ol the first airect elections. ‘e expected when
to take place ané he wanted toO disapuse the ninds of his colleagues about
inaccurase reports in the British press and perhaps in their own press -
namnely that we shoula not be.able_no nake nrogress on airect Bl@@tiﬂnﬁ.
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comnit themselves to this now. He did not in bractice expect vhat the

British voula cause more delay then other couantries and they were ready

. FU [P St T s T T ey - ¥ 5 B - =P o +
to take part in turther work butv there were a nunper ol scages to he

gone througn belore elections were held. the report irom ghe Council of
linisters and our own svtudies had shown clearily that even if the greater

1t ~

bart ol the arrangements were left for national decision there were a
number or problemns 1o be solved belore direct elections coulua pe intro-
auced,

M. uhorn asked whesher it woule oe possible to reach agreement
about the date on wihich airect elections woula be introcuced.

a8S 1%

worth their discussing this question curing the present Iurcopean Council?

e
eleciion day or dayse, since some rlexibility woula be neccesary. lHowvever,
in the srench view, representation at the Zurovesn Assembly shoula be far

more nearly proporiicnal tc the total number or clectors tnen was apparens
from the Zuropesn Assembly's plan. wo take account of the needs of the
suellest menbers there shoule be a basic minimum representation in
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Put rorwvard by President Giscard for a greater degree of proportionality

in calculating the number of seats ior the Assembly but they ought none—

theless to tvake account ol the proposals put rorward by the Huronean

Assembly for a weighted form of proporiional ity.

lir Cospgrave said that the Irish hoped that direct elections could
take place in 1978. ‘the guestion oi fic dual nancate, raised by
lir. Joergensen, could be lei't to the discretion or the individual state.
fHe thought also that there should be ilexibility on the date on which
elections were held.

Chancellor Schmidt insisted that the Buro poean elections shoula take
place on a single cay taroughout the Communi ty to avoid the risk that

resulis declared in one country on the Tirss or second day could have an

impact on those voters voting on suvssquent days.  He also taousht that
it might be possible o uake some arrangement wheredby LPs Iron national
Parliamen:s woulc be entitlea to speak at the Zuropean Parliamens cven
if they were not members.,[inerriax*uag that otherwise only thirdamate
people woulggga u? thﬂ uropea ‘




