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RECORD OF A DISCUSSION IN PLENARY SESSION BETWEEN THE PRIME MINISTER 

AND SIGNOR COSSIGA, THE PRESIDENT OF THE I T A L I A N COUNCIL OF MINISTERS, 

AT THE PALAZZO CHIGI AT 1120 ON FRIDAY 5 OCTOBER 1979 
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A. v A 

H a v i n g o u t l i n e d t h e a g e n d a and r e f e r r e d  t o h i s t e t e - a - t e t e 


w i t h t h e P r i m e M i n i s t e r t h e p r e v i o u s e v e n i n g , S i g n o r C o s s i g a s a i d 

t h a t he hoped  i t w o u l d be p o s s i b l e  t o i n s t i t u t i o n a l i s e t a l k s 

b e t w e e n t h e I t a l i a n and B r i t i s h G o v e r n m e n t s  a t Head  o f Government 

l e v e l . The I t a l i a n Government a l r e a d y had t a l k s on a r e g u l a r 

b a s i s w i t h o t h e r members  o f t h e Community.  I t w o u l d be a p p r o p r i a t e 

f o r t h e t a l k s  t o t a k e p l a c e t w i c e a y e a r . The P r i m e M i n i s t e r s a i d 

t h a t b i l a t e r a l t a l k s w ere o f t e n more p r o d u c t i v e t h a n summit m e e t i n g s . 

She a g r e e d t h a t t h e b i l a t e r a l t a l k s  a t Head  o f Government l e v e l 

s h o u l d be i n s t i t u t i o n a l i s e d on t h e b a s i s p r o p o s e d by S i g n o r C o s s i g a . 


/(The P r i m e M i n i s t e r
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(The P r i m e M i n i s t e r s a i d i n i t i a l l y t h a t t h e t a l k s s h o u l d be h e l d 

on an a n n u a l b a s i s . B u t i n t h e s u b s e q u e n t d i s c u s s i o n she a g r e e d 

t h a t t h e t a l k s s h o u l d be h e l d b i - a n n u a l l y . ) She l o o k e d f o r w a r d 

t o s e e i n g S i g n o r C o s s i g a i n London n e x t y e a r . 


EEC 


S i g n o r C o s s i g a s a i d t h a t w h i l e t h e r e m i g h t be some d i f f e r e n c e s 

i n t h e s h o r t - t e r m o b j e c t i v e s o f t h e two G o v e r n m e n t s , t h e i r l o n g 

t e r m i n t e r e s t s i n t h e EEC w ere i d e n t i c a l . I t s h o u l d be p o s s i b l e 

t o d e v e l o p a l i n e o f common a c t i o n . The b a s i s o f t h i s w o u l d 

be t h a t t h e Community c o u l d n o t c o u n t on a f u l l c o n t r i b u t i o n 

f r o m I t a l y and t h e U n i t e d Kingdom i f t h e y w e r e n o t g e t t i n g 

s a t i s f a c t i o n f r o m t h e p a r t n e r s h i p . The P r i m e M i n i s t e r s a i d 

t h a t s h e was a b s o l u t e l y c o m m i t t e d t o m a k i n g E u r o p e f u n c t i o n as 

e f f e c t i v e l y as p o s s i b l e . However, t h e g r i e v a n c e s o f i n d i v i d u a l 

members w o u l d have t o be r e s o l v e d i  f i  t w ere t o work as w e l l as 

i t c o u l d . 


The Community B u d g e t 


S i g n o r M a l f a t t i s a i d t h a t t h e I t a l i a n Government were v e r y 

c r i t i c a l o f t h e r e f e r e n c e document p r o d u c e d by t h e C o m m i s s i o n i n 

r e s p o n s e t o t h e d i r e c t i v e f r o m t h e E u r o p e a n C o u n c i l a t S t r a s b o u r g . 

The document f a i l e d t o s t r e s s t h e d e t e r i o r a t i o n i n t h e b a l a n c e o f 

t r a d e between I t a l y and t h e r e s t o f t h e Community. As c ompared 

w i t h 1978, t h e b a l a n c e o f t r a d e had moved a g a i n s t I t a l y t o t h e 

t u n e o f 1,000 MUA. The e r o s i o n o f t h e e x t e r n a l t a r i f f was a l s o 

c a u s i n g m a j o r d i f f i c u l t i e s f o r t h e I t a l i a n G o v ernment. I t had a 

p a r t i c u l a r l y d a m a g i n g i n n a c t on t h e p o o r e r s e c t i o n o f t h e p o p u l a t i o n . 

As r e g a r d s t h e f i g u r e s on t h e b u d g e t , t h e I t a l i a n Government d i d 

n o t a c c e p t t h e C o m m i s s i o n ' s f o r e c a s t . They e x p e c t e d t h a t t h e i r 

n e t b a l a n c e w o u l d be no more t h a n 150-200 MUA, i . e . much l e s s t h a n 

t h e C o m m i s s i o n had a n t i c i p a t e d . 


In e x p l a n a t i o n o f t h i s p o i n t , S i g n o r R u g g i e r o s a i d t h a t t h e 

C o m m i s s i o n had shown t h e MCAs as b e n e f i t t i n g I t a l y . The I t a l i a n s 

d i d n o t a c c e p t t h i s . M o r e o v e r , t h e C o m m i s s i o n ' s c a l c u l a t i o n was 

b a s e d on a p a y m e n t s f o r e c a s t t h a t was q u i t e u n r e a l i s t i c . I n 

a d d i t i o n , t h e C o m m i s s i o n ha d f a i l e d t o p r o d u c e s o l u t i o n s t o t h e 

p r o b l e m s c r e a t e d f o r I t a l y by t h e i n a d e q u a c i e s o f t h e p r e s e n t 


/ r e g i o n a l 
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r e g i o n a l p o l i c y ; by t h e CAP; and by t h e e r o s i o n o f t h e e x t e r n a l 

t a r i f f a g a i n s t t h e i m p o r t o f M e d i t e r r a n e a n p r o d u c e f r o m non-members 

o f t h e Community. S i g n o r M a l f a t t i s a i d t h a t t h e I t a l i a n 

G overnment w o u l d a w a i t t h e p r o d u c t i o n o f a f u r t h e r document by 

t h e C o m m i s s i o n b e f o r e t h e y w o u l d be p r e p a r e d t o r e f i n e t h e i r 

demands any f u r t h e r . They were l o o k i n g f o r a g e n e r a l s h i f t 

i n t h e b a l a n c e o f CAP e x p e n d i t u r e . They w a n t e d a c t i o n on a 

number o f h e a d i n g s : 


( a )	 t h e o p e r a t i o n o f t h e g u a r a n t e e s e c t i o n o f t h e FEOGA f u n d 

s h o u l d be c h a n g e d so t h a t t h e i m p a c t on t h e I t a l i a n b a l a n c e 

o f p a y m e n t s o f t h e i m p o r t o f a g r i c u l t u r a l p r o d u c t s , 

e.g. b e e f , f r o m o t h e r members o f t h e Community, was 

r e d u c e d ; 


( b )	 t h e p r e s e n t d i s c r i m i n a t i o n a g a i n s t M e d i t e r r a n e a n p r o d u c t s 

w i t h i n t h e CAP removed; 


( c )	 t h e p r e s e n t w a s t e f u l s u r p l u s e s i n t h e CAP, p a r t i c u l a r l y 

d a i r y p r o d u c t s , r e d u c e d , p e r h a p s t h r o u g h t h e use o f 

c o - r e s p o n s i b i l i t y l e v i e s ; 


( d )	 a i d g i v e n t o i m p r o v e t h e m a r k e t i n g o f M e d i t e r r a n e a n 

p r o d u c t s w i t h i n t h e Community; and 


( e )	 an a s s u r a n c e t h a t i f t r a d e c o n c e s s i o n s had t o be made t o 

non-Community p r o d u c e r s o f M e d i t e r r a n e a n p r o d u c t s , t h e 

E u r o p e a n p r o d u c e r s , n o t a b l y I t a l y , s h o u l d be c o m p e n s a t e d . 


More g e n e r a l l y , S i g n o r M a l f a t t i s a i d t h a t t h e y w a n t e d t o s e e 

t h e r e l a t i o n s h i p w i t h i n FEOGA b e t w e e n t h e g u i d a n c e and g u a r a n t e e 

s e c t i o n s c h a n g e d ; and t o s e e t h e r e l a t i o n s h i p b e t w e e n t h e CAP 

and o t h e r elements i n t h e b u d g e t c h a n g e d . A t p r e s e n t 7 2 % o f 

t h e b u d g e t was t a k e n up by t h e g u a r a n t e e f u n d ; 1 2 % by s t r u c t u r a l , 

r e g i o n a l and s o c i a l p o l i c i e s ; and o n l y 2% by e n e r g y , i n d u s t r y 

and t r a n s p o r t . The I t a l i a n s w o u l d l i k e a g r e e m e n t t o be r e a c h e d 

i n D u b l i n on a t h r e e - y e a r programme by t h e end o f w h i c h ( e. °;. , 2 5 % o f 

t h e b u d g e t w o u l d be b e i n g s p e n t on s t r u c t u r a l p o l i c i e s . T h e r e 

s h o u l d be s p e c i f i c s t r u c t u r a l m e chanisms t o meet t h e p a r t i c u l a r 

s i t u a t i o n s o f member c o u n t r i e s . 


/The	 P r i m e M i n i s t e r 




The P r i m e M i n i s t e r s a i d t h a t as s h e u n d e r s t o o d i  t t h e r e were 

t h r e e p r i n c i p a l I t a l i a n c o m p l a i n t s . T h e s e were t h a t : 


Ca) t o o much o f t h e t o t a l Community b u d g e t was s p e n t on 

a g r i c u l t u r e as o p p o s e d t o r e g i o n a l , s t r u c t u r a l and o t h e r 

p o l i c i e s . The B r i t i s h Government a g r e e d on t h i s b u t 

c o n s i d e r e d t h a t t h e t o t a l s i z e o f t h e b u d g e t s h o u l d n o t 

go o v e r t h e 1% VAT c e i l i n g . Any c h a n g e s i n b u d g e t a r y 

a l l o c a t i o n s w o u l d have t o t a k e p l a c e b e n e a t h t h a t c e i l i n g ; 


( b )	 w i t h i  n t h e CAP, t h e b a l a n c e o f e x p e n d i t u r e s h o u l d be 

c h a n g e d . L e s s s h o u l d be s p e n t on s u r p l u s e s and more on 

d e a l i n g w i t h other a g r i c u l t u r a l p r o b l e m s ; and 


( c )	 I t a l y was h a v i n g t o b e a r t o o much o f t h e c o s t o f c o n c e s s i o n s 

made i n t h e n e g o t i a t i o n o f t r a d e a g r e e m e n t s f r o m w h i c h t h e 

EEC as a w h o l e was t h e b e n e f i c i a r y . 


S i g n o r C o s s i g a s a i d t h a t t h e P r i m e M i n i s t e r ' s summary was a c c u r a t e . 

The P r i m e M i n i s t e r r e p e a t e d t h a t t h e B r i t i s h Government had much 

sym p a t h y w i t h t h e I t a l i a n G o v e r n m e n t ' s c o m p l a i n t s . They a g r e e d 

t h a t l e s s s h o u l d be s p e n t on s u r p l u s e s and more on a i d t o t h e 

r e g i o n s . They a c c e p t e d t h a t t h i s meant t h e r e - s t r u c t u r i n g o f 

t h e CAP. B u t i t was e s s e n t i a l t h a t t h e s e c h a n g e s s h o u l d t a k e 

p l a c e w i t h i n t h e 1% VAT c e i l i n g . They w o u l d l i k e t o s e e a 

s t a r t made w i t h t h e r e f o r m o f t h e CAP b u t c o n s i d e r e d t h a t t h i s 

w o u l d t a k e t i m e t o b r i n g t o f r u i t i o n . S i g n o r M a l f a t t i s a i d 

t h a t w h i l e t h e I t a l i a n Government w a n t e d a r e - a l l o c a t i o n o f 

e x p e n d i t u r e , t h e y w e r e l e s s c o n c e r n e d a b o u t t h e t o t a l s i z e 

o f t h e b u d g e t . The P r i m e M i n i s t e r s a i d t h a t i f G o v e r n m e n t s 

showed f l e x i b i l i t y on t h e c e i l i n g , t h e CAP w o u l d n e v e r be 
r e - s t r u c t u r e d . The c e i l i n g gave t h o s e who f a v o u r e d r e f o r m a 
l e v e r w h i c h had t o be u s e d . 

S i g n o r P a n d o l f i s a i d t h a t t h e b r o a d o b j e c t i v e o f t h e I t a l i a n 

a nd B r i t i s h G o v e r n m e n t s seemed t o h i m t o be s i m i l a r . B a s i c a l l y 

b o t h G o v e r n m e n t s were a s k i n g t h a t t h e r e q u i r e m e n t s o f c o n v e r g e n c e 

s h o u l d be g i v e n a h i g h e r p r i o r i t y i n EEC p o l i c i e s . However, 

i n t h e s h o r t t e r m t h e r e was a p o s s i b l e c o n f l i c t i n t h e p o s i t i o n s 

o f t h e I t a l i a n and B r i t i s h G o v e r n m e n t s . The B r i t i s h Government 
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had a s p e c i f i c s h o r t - t e r m p r o b l e m , v i z t h a t t h e i r c o n t r i b u t i o n s 

and r e c e i p t s w ere g r o s s l y o u t  o f b a l a n c e . The I t a l i a n Government 

u n d e r s t o o d t h e n e c e s s i t y f o r t h e B r i t i s h Government  t o s e c u r e 

c h a n g e  i n t h i s s i t u a t i o n . The I t a l i a n Governemnt were l e s s 

c o n c e r n e d a b o u t t h e b u d g e t . E v e n  i f t h e C o m m i s s i o n f i g u r e s 

were w r o n g , t h e I t a l i a n p o s i t i o n had i m p r o v e d s u b s t a n t i a l l y . 

T h e i r c o n c e r n s were more g e n e r a l , v i z t h e d i s p r o p o r t i o n b e t w e e n 

t h e CAP and t h e r e s t  o f t h e b u d g e t and t h e i m b a l a n c e b e t w e e n t h e 

g u i d a n c e and g u a r a n t e e s e c t i o n s  o f FEOGA. G i v e n t h i s d i f f e r e n c e 

o f i n t e r e s t , t h e I t a l i a n and B r i t i s h G o v e r n m e n t s n e e d e d  t o work 

o u t g u i d e l i n e s f o r common a c t i o n  i n ECOFIN and e l s e w h e r e . The 

I t a l i a n Government were r e a d y  t o s u p p o r t t h e UK b u t  i n d o i n g  s o 

t h e y w o u l d r e l y on t h e UK  t o s u p p o r t them. 


S i g n o r P a n d o l f i s a i d t h a t he h a d t a l k e d  t o t h e Germans  i n 

B e l g r a d e a b o u t t h e s e p r o b l e m s . He s e n s e d a d i s p o s i t i o n on t h e 

p a r t  o f t h e Germans  t o be h e l p f u l on b o t h t h e B r i t i s h and I t a l i a n 

r e q u e s t s . B u t t h e r e w o u l d be l i m i t s on German h e l p f u l n e s s . 

They were n o t p r e p a r e d  t o go t h r o u g h t h e 1% VAT c e i l i n g . 

S i g n o r P a n d o l f i s a i d t h a t he p e r s o n a l l y a g r e e d t h a t  i n p r e s e n t 

c i r c u m s t a n c e s t h a t c e i l i n g s h o u l d be m a i n t a i n e d . T h e r e was 

i n any c a s e a 1 3 % m a r g i n  i n hand. ( S i g n o r P a n d o l f i n o t e d t h e 

p o t e n t i a l c o m p l i c a t i o n s  o f e n l a r g e m e n t  i n t h i s c o n t e x t . ) 

The Germans, s e c o n d l y , w o u l d n o t be p r e p a r e d  t o a c c e p t e i t h e r 

t h e B r i t i s h  o r t h e I t a l i a n p o s i t i o n  i n f u l l . They w o u l d p r o p o s e 

g r a d u a l i m p l e m e n t a t i o n  o f any s o l u t i o n  i n e i t h e r a r e a . 


The P r i m e M i n i s t e r s a i d t h a t t h e B r i t i s h Government were 

s u f f e r i n g f r o m t h e o p e r a t i o n  o f t h e b u d g e t  i n two ways. 

B r i t a i n was c o n t r i b u t i n g more t h a n t h e i r GNP s h a r e a n d r e c e i v i n g 

l e s s . The t h i r d p o o r e s t member  o f t h e Community was t h e l a r g e s t 

c o n t r i b u t o r . The P r i m e M i n i s t e r s a i d t h a t much as s h e w o u l d l i k e 

t o p l a y L a dy B o u n t i f u l  t o t h e Community she c o u i d n o t a f f o r d  i t 

a t a t i m e when t h e B r i t i s h Government was h a v i n g  t o c u t b a c k 

i t s e x p e n d i t u r e on h e a l t h , e d u c a t i o n , l o c a l g o v e r n m e n t and 

numerous o t h e r a r e a s  o f g r e a t e l e c t o r a l s e n s i t i v i t y . The 

p r e s e n t s i t u a t i o n was g r o s s l y u n j u s t . F a i l i n g a move on t h e 

b u d g e t , t h e r e w o u l d be a s e r i o u s and h o s t i l e r e a c t i o n  i n t h e 

U n i t e d Kingdom. The B r i t i s h Government were n o t a s k i n g t h a t 


/ t h e y s h o u l d 
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t h e y s h o u l d be n e t b e n e f i c i a r i e s f r o m t h e b u d g e t . They d i d n o t 

want money f r o m t h e i r p a r t n e r s . They s o u g h t i n s t e a d a b r o a d 

and r e a s o n a b l e b a l a n c e . The Community s h o u l d n o t u n d e r e s t i m a t e 

t h e d e t e r m i n a t i o n o f t h e B r i t i s h G o v e r n m e n t . 


As r e g a r d s t h e l o n g e r t e r m , t h e P r i m e M i n i s t e r s a i d t h a t i  t 

was o f c o u r s e r i d i c u l o u s t o c r e a t e and s u p p o r t a g r i c u l t u r a l 

s u r p l u s e s . The CAP w o u l d have t o be c h a n g e d . The I t a l i a n 

G overnment w o u l d e n c o u n t e r no d i f f i c u l t i e s w i t h HMG i n i t s 

e f f o r t s t o s e c u r e s u c h a c h a n g e . B u t p e r h a p s some o f t h e 

o t h e r members w o u l d s e e more d i f f i c u l t i e s . P e r h a p s i t w o u l d 

s u f f i c  e f o r t h e E u r o p e a n C o u n c i l t o d e c l a r e i t s i n t e n t i o n 

t o s e e k r e f o r m i n t h e CAP. S i g n o r C o s s i g a q u e s t i o n e d t h e u s e 

o f t h e w o r d " i n t e n t i o n " . The I t a l i a n Government w o u l d n e e d a 

commitment, n o t a s t a t e m e n t o f i n t e n t i o n . The P r i m e M i n i s t e r 

s a i d t h a t t h e p r o b l e m s i d e n t i f i e d by t h e I t a l i a n Government were 

e v e n more c o m p l i c a t e d t h a n t h a t f a c e d by t h e B r i t i s h G o v ernment. 

P e r h a p s t h e D u b l i n C o u n c i l s h o u l d a i m t o d e f i n e t h e I t a l i a n 

d i f f i c u l t i e s more c l e a r l y ; t o d e c l a r e i t s i n t e n t i o n t o d e a l 

w i t h them; and t o c o m m i s s i o n p a p e r s f o r t h e f o l l o w i n g C o u n c i l . 

The B r i t i s h Government w o u l d s u p p o r t s u c h a programme v e r y s t r o n g l y . 

I t seemed d o u b t f u l w h e t h e r t h e I t a l i a n Government c o u l d g e t a l l 

t h e y were s e e k i n g a t t h e D u b l i n m e e t i n g . S i g n o r P a n d o l f i s a i d 

s a i d t h a t t h e P r i m e M i n i s t e r ' s r e m a r k s s u g g e s t e d t h e r e was some 

d i f f e r e n c e o f p o s i t i o n b e t w e en t h e two g o v e r n m e n t s . The 

F o r e i g n and Commonwealth S e c r e t a r y s a i d t h a t t h e B r i t i s h Government 

s y m p a t h i s e d w i t h and w o u l d s u p p o r t t h e g e n e r a l a p p r o a c h p u t f o r w a r d 

by t h e I t a l i a n s . They had no w i s h t o i g n o r e t h e d i f f i c u l t i e s 

f a c e d by t h e I t a l i a n G o v e r n m e n t . However, we n e e d e d more d e t a i l s 

o f what t h e I t a l i a n s had i n m i n d . I t m i g h t be t h a t t h e 

d i f f i c u l t i e s o f s e c u r i n g movement w o u l d n o t be as g r e a t as 

a p p e a r e d . The P r i m e M i n i s t e r a g r e e d w i t h t h e F o r e i g n and 

Commonwealth S e c r e t a r y ' s r e m a r k s and a s k e d w h e t h e r t h e I t a l i a n s 

had w o r k e d o u t t h e i r i d e a s i n d e t a i l and w h e t h e r a p a p e r c o u l d 

be made a v a i l a b l e s o t h a t i  t c o u l d be d i s c u s s e d i n f u r t h e r 

b i l a t e r a l s a t o f f i c i a l l e v e l and w i t h o t h e r G o v e r n m e n t s . 


S i g n o r P a n d o l f i s a i d t h a t t h e I t a l i a n G overnment w o u l d be 

p u t t i n g s p e c i f i c p r o p o s a l s t o t h e C o m m i s s i o n i n t h e f o l l o w i n g week. 
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The p r o p o s a l w o u l d s e e k a c t i o n u n d e r t h r e e h e a d i n g s : 


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

a d e f i n i t e p e r i o d ( 3 - 5 y e a r s ) on a y e a r - b y - y e a r b a s i s t h e 

p e r c e n t a g e o f t h e t o t a l e x p e n d i t u r e o f t h e b u d g e t d e v o t e d 

t o t h e CAP. The r e d u c t i o n m i g h t be o f t h e o r d e r o f one 

o r two p e r c e n t a g e p o i n t s p e r y e a r ; 


( b )	 t h a t t h e same p r o c e s s s h o u l d t a k e p l a c e w i t h i n FEOGA, r e 

d i r e c t i n g e x p e n d i t u r e f r o m t h e g u a r a n t e e t o t h e g u i d a n c e 

f u n d ; and 


( c )	 t h a t a c t i o n be t a k e n t o d i m i n i s h t h e c o s t t o I t a l y o f t h e 

i m p o r t o f a g r i c u l t u r a l p r o d u c t s f r o m o t h e r members o f t h e 

Community and t o e n c o u r a g e t h e i n c r e a s e d p r o d u c t i o n o f 

some a g r i c u l t u r a l p r o d u c t s , p a r t i c u l a r l y meat, i n I t a l y . 


The P r i m e M i n i s t e r a s k e d w h e t h e r I t a l y w o u l d be s e e k i n g f i x e d 

p e r c e n t a g e s and t i m e s c a l e s i n D u b l i n . S i g n o r P a n d o l f i s a i d t h a t 

i f p r e c i s e d e c i s i o n s were n o t t a k e n i n D u b l i n t h e r e w o u l d be 

f u r t h e r d e l a y . I t was e s s e n t i a l t h a t t h e I t a l i a n and B r i t i s h 

G o v e r n m e n t s s h o u l d n o t be d i v i d e d . B o t h t h e P r i m e M i n i s t e r and 

t h e F o r e i g n and Commonwealth S e c r e t a r y s a i d t h a t i  t w o u l d be 

e a s i e r t o g e t a d e c i s i o n i n p r i n c i p l e t h a n a d e c i s i o n w i t h 

f i g u r e s . S i g n o r P a n d o l f i s a i d t h a t f i g u r e s w ere e s s e n t i a l , 

a l t h o u g h he was n o t d o g m a t i c a b o u t what t h o s e f i g u r e s s h o u l d be. 

The P r i m e M i n i s t e r s a i d t h a t i t was e s s e n t i a l t o have t h e d e t a i l s 

o f t h e I t a l i a n p r o p o s a l s as s o o n as p o s s i b l e . The B r i t i s h 

G overnment w o u l d l o o k a t them c a r e f u l l y and s y m p a t h e t i c a l l y 

w i t h t h e i n t e n t i o n o f b e i n g c o n s t r u c t i v e . The i n t e r e s t s o f 

t h e two G o v e r n m e n t s were t h e same. B r i t i s h r e p r e s e n t a t i v e s i n 

f o r t h c o m i n g b i l a t e r a l s w o u l d s a y t h a t t h e y were s t u d y i n g t h e 

I t a l i a n p r o p o s a l s s y m p a t h e t i c a l l y . The P r i m e M i n i s t e r hoped 

t h a t I t a l i a n r e p r e s e n t a t i v e s w o u l d s a y t h e same a b o u t t h e i r 

a p p r o a c h t o t h e B r i t i s h p r o b l e m . 


S i g n o r C o s s i g a s a i d t h a t I t a l y ' s e x p e r i e n c e had been t h a t 

t h e d e c i s i o n s a t S t r a s b o u r g had n o t been t r a n s l a t e d i n t o a p a p e r 

s a t i s f a c t o r y t o h i s G o v e r n m e n t . The I t a l i a n s d i d n o t want t o 

f i n d t h e m s e l v e s a f t e r D u b l i n i n t h e same p o s i t i o n a s t h e y were 

now a f t e r S t r a s b o u r g . I t was e s s e n t i a l t h a t t h e p r o b l e m s h o u l d 
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be q u a n t i f i e d . G e n e r a l p o l i t i c a l i n d i c a t i o n s w o u l d n o t 

s u f f i c e . S i g n o r P a n d o l f i s a i d t h a t M o n s i e u r O r t o l i w o u l d be i n 

Rome t h e f o l l o w i n g week and w o u l d be g i v e n p r e c i s e d e t a i l s o f 

t h e I t a l i a n p r o p o s a l . ( O f f i c i a l s i n s u b s e q u e n t d i s c u s s i o n s 

c a s t some d o u b t on w h e t h e r t h e I t a l i a n s w o u l d i n f a c t hand a 

p a p e r t o t h e C o m m i s s i o n e r . ) I t was a g r e e d t h a t t h e d i s c u s s i o n 

w o u l d be c o n t i n u e d a t t h e f o r t h c o m i n g m e e t i n g b e t w e e n S i g n o r 

M a l f a t t i a n d t h e F o r e i g n and Commonwealth S e c r e t a r y and t h a t i n 

t h e i n t e r i m t a l k s a t o f f i c i a l l e v e l w o u l d c o n t i n u e . 
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E u r o p e a n M o n e t a r y S y s t e m 


S i g n o r C o s s i g a s a i d t h a t S i g n o r P a n d o l f i had j u s t r e t u r n e d 

f r o m t h e m e e t i n g o f t h e IMF i n B e l g r a d e where he h a d been e l e c t e d 

C h a i r m a n o f t h e I n t e r i m C o m m i t t e e . I t m i g h t be u s e f u l i  f he w ere 

t o s a y s o m e t h i n g a b o u t t h e EMS and t h e n a b o u t t h e i n t e r n a t i o n a l 

m o n e t a r y s i t u a t i o n i n g e n e r a l . The P r i m e M i n i s t e r c o n g r a t u l a t e d 

S i g n o r P a n d o l f i on h i s a p p o i n t m e n t . 


S i g n o r P a n d o l f i s a i d t h a t t h e I t a l i a n G overnment ha d b e e n 

unhappy a b o u t t h e f a c t t h a t when t h e EMS h a d r e c e n t l y d e c i d e d 

t o a d j u s t i t s c e n t r a l r a t e s , B r i t a i n h a d n o t been r e p r e s e n t e d . 

He h a d s p o k e n v e r y f r a n k l y t o t h e Germans a b o u t t h e n e e d t o 

o b s e r v e A r t i c l e 1 1 1 ( 2 ) o f t h e 1978 B r u s s e l s d e c l a r a t i o n . I t was 

w r o n g t h a t m e e t i n g s on s u c h s e n s i t i v e s u b j e c t s s h o u l d be h e l d 

a t s u c h s h o r t n o t i c e and i n t h e a b s e n c e o f a m a j o r member 

Government. The I t a l i a n G overnment w o u l d i n s i s t on i m p r o v e m e n t s 

i n t h e c o n s u l t a t i v e p r o c e d u r e . 


As r e g a r d s t h e c e n t r a l r a t e a d j u s t m e n t , S i g n o r P a n d o l f i 

s a i d t h a t t h e y had o p t e d f o r a modest change b u t t h e i n t e r e s t 

r a t e s i t u a t i o n was s t i l  l u n d e r s t r e s s . I t was e s s e n t i a l f o r t h e 

members o f t h e EMS t o a c h i e v e a common p o l i c y . The w e a k n e s s o f 

t h e D o l l a r meant t h a t t h e r e w o u l d have t o be day t o day c o n s u l t a t i o n 

on t h e r a t e . O t h e r w i s e t h e EMS w o u l d be u n a b l e t o m a i n t a i n a 

common p o s i t i o n on r a t e s v i s - a - v i s t h e D o l l a r . The modest r e 

a l i g n m e n t a g r e e d i n B r u s s e l s w o u l d s u f f i c e f o r a s h o r t p e r i o d 

o n l y and c o n s t a n t s u r v e i l l a n c e o f t h e e v o l u t i o n o f t h e m a r k e t 

w o u l d be r e q u i r e d . 


S i g n o r P a n d o l f i s a i d t h a t t h e U n i t e d K i n g d o m s h o u l d i n due 

t i m e j o i n t h e s y s t e m . W i t h o u t t h e UK, t h e s y s t e m was i n c o m p l e t e . 

The P r i m e M i n i s t e r s a i d t h a t t h e B r i t i s h Government w o u l d l i k e 

t o j o i n t h e EMS b u t t h a t t h e p r e s e n t f l u c t u a t i o n i n t h e v a l u e o f 

s t e r l i n g was a p r o b l e m . The v a l u e o f s t e r l i n g was b e i n g d e t e r m i n e d 

by o u r o i  l r e s e r v e s r a t h e r t h a n by o u r e c o n o m i c p e r f o r m a n c e . 

I t was t h e B r i t i s h G o v e r n m e n t ' s o b j e c t i v e t o j o i n t h e EMS when 

c o n d i t i o n s were s u f f i c i e n t l y s t a b l e . The a d j u s t m e n t o f t h e c e n t r a l 

r a t e s had gone w e l l b u t t h e P r i m e M i n i s t e r d i d n o t e x p e c t i  t t o l a s t 


/ v e r y l o n g . 
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v e r y l o n g . I t was n o t e a s y t o m a i n t a i n an i s l a n d o f s t a b i l i t y 

i n an u n s t a b l e w o r l d . So l o n g as t h e g e n e r a l e c o n o m i c s i t u a t i o n 

was u n s t a b l e , t h a t i n s t a b i l i t y was l i k e l y t o be r e f l e c t e d i n 

c u r r e n c y f l u c t u a t i o n s . 


I n r e p l y t o a q u e s t i o n by t h e P r i m e M i n i s t e r , S i g n o r P a n d o l f i 

s a i d t h a t t h e d i s c u s s i o n s i n B e l g r a d e had c o n c e n t r a t e d on one 

medium and l o n g t e r m p r o b l e m - t h e n e e d t o f i n d a new r e s e r v e 

r e g i m e - and one s h o r t t e r m p r o b l e m - t h e D o l l a r . On t h e f i r s t 

i s s u e , t h e c o n s e n s u s h a d b e e n t h a t n e i t h e r a one c u r r e n c y s y s t e m 

n o r a m u l t i c u r r e n c y s y s t e m was d e s i r a b l e . They ha d d e c i d e d 

t h e r e f o r e t o s t u d y what seemed l i k e l y t o be a b e t t e r m e c h a n i s m 

v i z t h e s u b s t i t u t i o n a c c o u n t . B u t i  t w o u l d n o t be e a s y t o d e s i g n 

a s y s t e m t h a t was a t t r a c t i v e f r o m t h e p o i n t o f v i e w o f v a l u e 

m a i n t a i n a n c e and b u r d e n s h a r i n g . As r e g a r d s t h e s h o r t e r t e r m 

p r o b l e m , no s o l u t i o n s h a d b e e n f o u n d . The Germans were u n w i l l i n g 

t o p r o d u c e a d d i t i o n a l l i q u i d i t y o r t o a c c e p t C a r t e r Bonds. C l o s e r 

c o - o p e r a t i o n b e t w een t h e c e n t r a l b a n k s w o u l d be r e q u i r e d and t h e 

a g r e e m e n t o f 1 November 1978 w o u l d have t o be r e n e w e d on a f i r m 

b a s i s . 


T h e a t r e N u c l e a r F o r c e s 


S i g n o r C o s s i g a s a i d t h a t h i s Government was e x t r e m e l y a n x i o u s 

t o a v o i d a p r o l o n g e d h i a t u s b e t w e e n t h e f o r t h c o m i n g m e e t i n g o f t h e 

N u c l e a r P l a n n i n g Group, a t w h i c h t h e q u e s t i o n o f T h e a t r e N u c l e a r 

F o r c e s m o d e r n i s a t i o n w o u l d be d i s c u s s e d , and t h e s u b s e q u e n t 

M i n i s t e r i a l m e e t i n g s o f t h e D e f e n c e P l a n n i n g C o m m i t t e e and t h e 

N o r t h A t l a n t i c C o u n c i l . He was a n x i o u s a b o u t t h e p o s s i b i l i t y t h a t 

t h e r e w o u l d be P a r l i a m e n t a r y and e x t r a - P a r l i a m e n t a r y p r e s s u r e 

a g a i n s t t h e f o r m a l a p p r o v a l by M i n i s t e r s o f t h e r e c o m m e n d a t i o n s 

o f t h e N u c l e a r P l a n n i n g G r o u p . The I t a l i a n Government was n o t 

c h a n g i n g i t s p o l i c y b u t he knew t h a t h i s c o n c e r n a b o u t t h e gap 

b e t w e e n t h e two m e e t i n g s was s h a r e d by o t h e r G o v e r n m e n t s , n o t a b l y 

by t h e Germans and t h e D u t c h . S i g n o r C o s s i g a a s k e d w h e t h e r i  t 

w o u l d be p o s s i b l e e i t h e r f o r t h e f o r m a l d e c i s i o n t o be t a k e n by t h e 

P e r m a n e n t R e p r e s e n t a t i v e s o f a l  l member G o v e r n m e n t s i m m e d i a t e l y 

a f t e r t h e NPG m e e t i n g o r f o r t h e NPG 

m e e t i n g t o be moved c l o s e r t o t h e M i n i s t e r i a l m e e t i n g s i n December. 

I t was i m p o r t a n t t h a t t h e f i r s t d e c i s i o n s h o u l d be d e f i n i t i v e . The 
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s o o n e r t h a t d e c i s i o n c o u l d be t a k e n t h e b e t t e r . 


The F o r e i g n and Commonwealth S e c r e t a r y , h a v i n g n o t e d t h e 

i m p o r t a n c e o f t h e f o r t h c o m i n g d e c i s i o n , s a i d t h a t t h e r e m i g h t 

be d i f f i c u l t i e s i n e i t h e r c o u r s e . A t t h e l a s t m e e t i n g o f t h e 

NAC i t had been c l e a r t h a t a number o f c o u n t r i e s w o u l d i n s i s t 

on t h e TNF d e c i s i o n b e i n g a p o l i t i c a l one t a k e n by a l l t h e 

M i n i s t e r s a t t h e i r December m e e t i n g . I t w o u l d be d i f f i c u l t 

t o g e t i  t t h r o u g h any e a r l i e r . P o s t p o n i n g t h e NPG t o n e a r e r 

t h e m e e t i n g w o u l d c e r t a i n l y r e d u c e t h e gap b u t m i g h t be d i f f i c u l t 

t o a r r a n g e . P e r h a p s t h e I t a l i a n s s h o u l d d i s c u s s t h e p r o b l e m 

w i t h t h e German and D u t c h G o v e r n m e n t s a t t h e m e e t i n g s due t o 

t a k e p l a c e i n t h e f o l l o w i n g week. The P r i m e M i n i s t e r s a i d t h a t 

t h e B r i t i s h G o v ernment w o u l d be p r e p a r e d t o go a l o n g w i t h any 

p r o c e d u r e t h a t was a c c e p t a b l e t o t h e o t h e r members o f t h e A l l i a n c e 

and t h a t e n a b l e d t h e d e c i s i o n t o be t a k e n w i t h d e s p a t c h . S i g n o r 

C o s s i g a , a g r e e i n g , n o t e d t h a t Mr. B r e z h n e v h a d a l r e a d y begun t o 

make p r o p a g a n d a on t h e s u b j e c t a n d t o c l a i m t h a t by s e e k i n g t o 

m o d e r n i s e t h e i r T h e a t r e N u c l e a r F o r c e s , t h e members o f t h e A l l i a n c e 

w e re p l a y i n g w i t h f i r e . The P r i m e M i n i s t e r s a i d t h a t members o f 

NATO must be p r e p a r e d t o c o u n t e r - a t t a c k v i g o r o u s l y where p r o p a g a n d a 

was c o n c e r n e d . The S o v i e t Government a l r e a d y h a d T h e a t r e N u c l e a r 

F o r c e s . The A l l i a n c e n e e d e d them t o c o u n t e r - b a l a n c e t h e S o v i e t 

c a p a b i l i t y . She saw no d i f f i c u l t y i n c o n d u c t i n g t h i s a r g u m e n t . 


C o m m e r c i a l C r e d i t 


I n d i s c u s s i o n o v e r l u n c h , S i g n o r C o s s i g a and t h e P r i m e M i n i s t e r 

a g r e e d t h a t t h e r e w o u l d be a d v a n t a g e i n t r y i n g t o a g r e e a common 

l i n e on t h e q u e s t i o n o f t h e i n t e r e s t r a t e s o f f e r e d t o t h e S o v i e t 

and C h i n e s e G o v e r n m e n t s i n c r e d i t a g r e e m e n t s . T h i s was r e l e v a n t 

b o t h i n t h a t t h e s u b j e c t w o u l d c e r t a i n l y come up d u r i n g P r e m i e r Hua's 

f o r t h c o m i n g v i s i t and i n t h a t b o t h G o v e r n m e n t s , l i k e t h e F r e n c h 

G o v e r n m e n t , ha d c r e d i t a g r e e m e n t s w i t h t h e S o v i e t Government c o m i n g 

up f o r r e n e w a l n e a r t h e e n d o f t h e y e a r . I t was a g r e e d t h a t t h e 

m a t t e r s h o u l d be p u r s u e d by o f f i c i a l s . 


The p l e n a r y s e s s i o n e n d e d a t 1320 h o u r s . ~ 
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