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2% THE? PRIME MINISTER said that the most useful feature
of the M—eeung of Heads of Government of the European
Economic Community (EEC) held in Paris on 9 and 10 December
had been the discussions of major world issues, notably ener

Fhe problems of recycling, inflation and the dangers of an =
1nterf:1ational recession. It had been agreed that the French
President should speak on their behalf to President Ford when
they met next week in Martinique, conveying views which were
closely in line with those agreed with the Chancellor of the
Federal Republic when the latter was at Chequers on 1 December
Agreement had also been reached on the importance of those -
countries with a2 strong balance of payments to follow

policies of reflating demand. Herr Schmidt had given the
meeting a full account of the new economic measures which

the German Government were about to introduce in the light

of their serious unemployment problem. The Heads of
Government had agreed on the importance of co-ordinating

their positions so far as poscible in future discussions of

world economic problems.

As to more specific issues, the Heads of Government had
agreed to request the Belgian Prime Minister, in a personal
capacity, to prepare a study in the course of 1975 on the
concept of European Union: Governments were in no way
committed in advance to what this report might contain, and it
would defer until after the process of Tenegofiation was completed
institutional decirions which might ereate difficuities for the
United Kingdom Government. On 2 number of other institutional
issues set out in the Communique he had fully reserved the
Government's position; he had made it plain that the United
Kingdom!'s approach to all the conclusions in the Communique
was governed by the commitments and objectives on
renegotiation defined in the February Election Manifesto, which
he bad explained in detail. There had been a long and difficult
discussion of the issue of the Community Budget; but, in spite
of the initial intransigence of the French President, agreement
had been reached on a formula acceptable to us instructing

the Council of Ministers and the Commission to take account

of the United Kingdom!'s suggestions and establish as soon as
possible the corrective mechanism we sought. Agreement
had also been reached on the establishment of a Re:.gional
Development Fund, for three years only, from which the-United
Kingdom would draw a 28 per cent share. The Comn:mm:;ue
referred briefly to the objective of the eventual esta.pl:lshment
of an Economic and Monetary Union; but it had been agreed
between the Heads of Government in discussion that this was

isti foreseeable future, and the reference
pot a realistic goal in the fo e S |
commitment to "general and complete disarmament' to jlhch

Governments were always ready to subscribe.
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In discussion it was s

uggested that certain pas g
Communique appeare passages in the

of issues in terms wbiiic?: ;::‘;n;tczhri G;‘;il‘nn}em i
Flect ) npatible mt.h the Febrwry
ection Manifesto and would weaken the credibility of the
Gove::mnent’s approach to renegotiation. This wag notably the
case in respect of the agreement recorded in the Communique
in relation to majority voting and the Luxembourg Agreement
of 1966, to the election of the European Assembly by universal
suffrage, and to the reaffirmation of the 1972 Paris Summit
commitment to Economic and Monetary Union. The firm
retention of the power of veto was essential to the preservation
of the sovereignty of the United Kingdom Parliament and
Tepresented a crucial safeguard against the EEC overriding
the powers of both the Governmen* and Parliament. It was
argued that the concept of Ministerial responsibility was
further threatened by the agreement recorded as regards
greater latitude to Permanent Representatives: this would
increase the powers of officials at the expense of the Council of
Ministers. Direct elections to the European Assembly would
further strengthen that body and thus weaken the position of the
United Kingdom Parliament. The terms of the Communique
in respect of Economic and Monetary Union, however the
concept might be regarded in practice, were directly at variance
with the terms of the Government's February Election Manifesto.

On the other hand it was argued that it was clear that as regards
majority voting the terms of the Communique amounted to no
more than an appeal that the power of vato should be exercised
in future by Governments with reference to real issues of vital
national interest. Governments would remain free to decide
which those issues were, and there had been no weakening
whatever in the veto power essential to the United Kingdom
position. Cur position had also been expressly reserved on the
question of direct elections to the European Assembly; and on
that basis we were in no position to object to the approval of
other Governments to the question of direct elections to the b
Assembly. It was fully clear that no country regarded E:::Onom:.tc
and Monetary Union in practice as anything other than an ideal
but distant goal. The status of Permanen}' Representa:nves
would be unchanged by the decision to remit more detailed ;
decisions to them: they would continue to be Ambassadors acung
on the instructions of Ministers and Gov‘ernment.s. Fur:;leﬁre
the passages in the Communique recordu.;g the views clfel e
Governmerts on unemployment and inflation were entiz u};_l in

line with the views of the Government: it was a s.ubsiz:
achievement by the Prime Minister and the Forre:igz :;orsement
Commonwealth Secretary to have secured genexa 5

by EEC Governments of this important element in

Government's policy.
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THE PRIME MINISTER s
the Communique the
he had not in any wa

aid that in agreeing to the terms of
Foreign and Commonwealth Secretary and
y jeopardised our national interests or any
aspect of Government renegotiation policy as set out in the
Election Manifesto. All the points on which agreement at the
Summit was recorded should be read in the light of paragraph 34
of the Communique, which Placed on record that he had
explained to the other Heads of Government, along the lines

of the public speech he had made on 7 December, the basis

on which the Government approached renegotiation and the
particular issues to which the Government attached.the highest
importance. Throughout the Summit discussions he had
adhered strictly to the terms of the Manifesto. In particular,
the power of the Government to use the veto when necessary in
the Community remained unimpaired; one example of potential
use was the question of lorry axle weights, but it could be used,
if the Government wished, in relation to any of the policy
questions which might arise in future from the conclusions of
the Summit meeting or from other areas of Community business.

The Cabinet -

Tock note.

3. The Cabinet discussed the question of their approach
to the future handling cf the renegotiation of the terms of %
membership of the European Economic Community (EEC), in
the light of the outcome of the meeting of Heads of _
Government in Paris. The discussion and the conclusions
reached are recorded separately.

4 The Cabinet resumed their consideration of Top Salaries.
‘I'i:n&ir discussion and the conclusions reached are recorded

separately.
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