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YOUR TELNO 183: MY CALL ON GENSCHER
1. i HAD ABOUT 4D MINUTES wiTH GENSCHER THIS MORMING.

5. i READ OUT TO WM PARAGRAPHS 1 AND 2 OF TUR. GENSCHER COMMENTED
TWICE TO SAY THAT:

(A} THE GERMAN POSHTHON WAS THAT THEY SUPPORTED THE PRESIDENCY
SYSTEM, AND

(B) THAT HE CONFURMED THE GERMANS UNDERSTOOD THAT THE PRIME
M(NISTER HAD BEEN READY TO ACCEPT AN AD HOC REFUND OF 1,000 MECU

FOR 1984 FOLLOWED N THE SECOND YEAR BY THE ADOPTHON CF A SYSTEM,

WORK'ING BREAKFAST ON
27 RARLH, GENSCHER SAID HE WAS HAPBY TO TAKE UP YOUR GNVIHTAT:ION,
HE JINSTRUCTED Hd{& PRIWATE SECRETARY TO RESCHEDULE AN APPOINTMENT




HE -INSTRUCTED HIS PRIVATE SE( R RESCHEDULE AN APPOMMTMENT
WHTH VOGEL (LEADER OF THE D FOR THAT T4ME, AND TO
GET W TOUCH WITH YOUR PRl ‘”LT THE DETAILS OF L

T
£l

3 RY AB
AND WHERE YOU AND HE WOULD MEET ON TUESDAY. HE SUGGESTED STARTING

AT 8.45,

L. GENSCHER SAD THAT HE WAS VERY GLAD TO HEAR THE POINTS N PARA 1
(), (3} AND (:leldld) OF TUR. WHAT YOU HAD SAiD CORRESPONDED VERY
CLOSELY TO HiS AND THE GERMAN POSITJON. HE ADDED THAT THE GERMANS
ATTACHED THE GREATEST (®MPORTANCE TO AVOEDING ANY DUSPUTES WNTH HMG
WHETHER N PRINATE OR N PUBLIC. SUGGEST-MONS THAT BRITAM SHOULD BE
ISOLATED OR LEAVYE THE COMMUNGTY WERE MONSENSE. HE REFERRED TO AN
ARTICLE OF HiIS PUBL:SHED YESTERDAY AND TO AN UNTERVIEW HE HAD GIVEN
TO DER SPIEGEL WHICH Wil BE PUBLISHED ON 26 MARCH. THE BASIC
GERMAN ASSESSMENT OF THE EUROPEAN COUNCIL WAS SET OUT (N THESE
TEXTS.

(COMMENT : QUOTATWHONS FROM HhS ARTICLE APPEARED I\ TODAY'S BONN
GEMERAL ANZEHGER ACCORDING TO WHICH HE DESCRIBED ATTtPPT; T0
HWSOLATE OR DR:WE BRUWTAM OUT OF THE COMMUNITY AS '"'CRAZY AND
#RRESPONSHEBLE'', ADDiMMNG THAT THEY WOULD MEET THE DETERMIINED
OPPOS:HTHON OF THE FEDERAL GOVERNMENT. THE COMMUNTY WOULD LOSE

MORE THAN A SIINGLE MEMBER i BRUTANN LEFT. THE GERMANS AJOVE ALL
KNEW TH#S BECAUSE OF LONDON'S ROLE AS A GUARANTOR OF BERLIN. FOR
HER PART, BRMTAMMN MUST RECOGM:MSE THAT THE ADVANTAGES OF MEMBERSHI#
OF THE COMMUNNTY OUTWESGHED BY FAR THE DISADVANTAGES.) HE WENT ON TO
SAY THAT HE WAS ALSO GLAD THAT ON THE STUTTGART PACKAGE BRWTihSH AND
GERMAN VHEWS REMA4MNED, AS THEY HAD ALWAYS BEEN, SO CLOSE. HE SAWD
THE GERMANS WERE VERY KEEN TO ACHIEVE ECONOMIES ON THE CAP AND TO
ACHIEVE GREATER FHMIANCHAL DWSCHPLINE. HE HOPED THE GERMANS AND THE
BRIMISH COULD SUPPORT CNE ANOTHER (N ACHIEVING THESE AIMS ,

5. WWTH REGARD TO THE PROPCSAL MADE AT THE EUROPEAN COUNCIL BY
CHANCELLOR KOHL, HE SAUD THAT THE AdM OF THIS HAD BEEN TO REVWWE THE
NEGOTHAT IONS WHMCH HAD SEEMED TO THE GERMANS TO HAVE REACHED
DEADLOCK. THE GERMAN PLAN WAS THAT THE AD HOC ARRANGEMENT wOULD BE
TRANSFORMED, AFTER A PERMOD, sWNTO THE PRESHMDENCY SYSTEM. BUT THE
GERMANS WOULD BE PERFECTLY HAPPY T0O SEE THE SYSTEM ENTER INTO FORCE
SOONER = oiT COULD BE AFTER 5 OR 3 OR 2 YEARS OR 1. s ANSWER TO

A QUESTION, HE SAMD THAT THE PRESHDENCY TEXT WOULD OF COURSE HAVE

TC ‘Be AMENDED SO THAT THE GERMAN CONTRIBUTAON TO THE CORRECTHON
SHCULD BE AT TWO THIRDS THE NORMAL VAT SHARE.

6. FOR THE BRATHSGH AND ALSO FOR THE GERMANS THE DYNAMIC OF THE
SYSTEM WAS, GENSCHER SAWD, THE WITAL PGHNT. 4T WAS ALSO ViTAL FOR
THE GERMANS THAT THE THRESHOLD FOR BRSTAMN SHOULD BE COMPAT.IBLE
WITH THE SETT#NG OF A THRESHOLD FOR THE FEDERAL REPUBLMC WHACH WOULD
ACTUALLY WORK. ON THE QUESTIMON OF THE GERMAN CONTREBUTMON TO
SRINTIHSH REFUNDS, GENSCHER SAMD THAT THE GERMANS HAD ALREADY SECURED
AGREEMENT N RELATHON TO COMPENSATHON FOR 1982 AND 1983 THAT THEIR
SHARE SHOULD BE REDUCED TO 50 PER CENT. HE ADDED THAT AT THE cUROPEAN
COUNC/M. THE GERMANS HAD MISSED ERmITISH SUPPORT ON A REDUCTHON OF
THEIR SHARE. THE FEDERAL CHANCELLOR HAD PROPOSED WNCREASING THE
GERMAN TO TWO THIRDS SO AS TO MAKE T POSSHBLE FOR AN OFFER T0
BE MAD it ONLY OPEN CUESTHON WAS THE BASIC FIWGURE FOR BRNT Ak,
T 1,0 EECU I THE FIRST YEAR THEN T wOULD RIFSE
E : ENT COULD BE REACHED ON THAT. BUT f THE BASIC
FGURE WAS ME( N N THE FOLLOWING YEARS 'WT WOULD
BE MUCH HIGHER. AGREEMENT ON THAT COULD NOT BE REACHED. HE STRONGLY
E CCE 1,000 MECU AS THE START NG POINT.

VERYTHING SCTvLEa NEXT WEEK




WAS HIGHLY DESIRABLE TO GET EVERYTHING SETTLED NEXT WEEK,

E WERE ONLY TWO PROBLEMS - THE START:ING FGURE FOR BRITISH

I THE SYSTEM AND THE IR{SH PROBLEM HE SAWD HE SHARED wiTH

s

=NCH THE OBJECT/WE OF GETTING QUTLINE AGREEMENT AT THE

URAL COUNGIL ON ALL SSUES EXCEPT THE R USH PROBLEM WHICH
DEALT WihTH, LIKE BUDGETARY [IMBALANCES, AT THE FAC.

7« 11 POUNTED OUT TO GENSCHER THAT 4 COMING DOWN FROM 1,500 MECU
THE PRIME MINISTER HAD MADE A VERY GREAT COMPROMISE. THE PARTNERS
HAD NOT MOVED AT ALL. GENSCHER CONTESTED THIS AND MAUNTAINED THAT
THE PARTNERS HAD N FACT STARTED AT 750. I ALSC POINTED OUT THAT
ALTHOUGH T COULD BE ASSUMED THAT THE SIZE OF REFUNDS WOULD, AS A
RESULT OF THE DYNAMIC NATURE OF THE SYSTEM, “WCREASE, THAT wOULD
NOT AFFECT THE PROPORTHON OF COMPENSATION WE WOULD RECE WE.

W AGREEING TO THE PRESHMDENCY PROPOSAL WE HAD ACCEPTED THAT PART OF
OUR LEWIES AND DUTHES WERE LEFT OUT OF ACCOUNT. WE HAD MADE
CONCESSIONS BOTH ON METHODOLOGY AND ON THE FGURES. COMPENSATION
FOR BRWTAIN HAD OVER THE YEARS BEEN AT THE RATE OF TWO THIRDS.
THIS WAS A KEY POWNT AND ALSO AMPORTANT PRESENTAT-WONALLY I THE
HOUSE OF COMMONS. THE FWGURE OF 1,250 MECU WAS A NOTIONAL FIGURE
RELATHMNG TO THE OUT-TURN % 1983 ON THE BASHS OF A COMMUNITY OF
12. THE ACTUAL FGURE FOR A SYSTEM THAT CAME WNTO EFFECT FARST
RELATIHON TO 1985 WOULD OF COURSE BE DIFFERENT.

8. GENSCHER SAMD THAT +iaN ACHMEVING AGREEMENT ON A SYSTEM BOTH

THE GERMANS AND THE BRHWT\SH HAD N EFFECT BROUGHT THE OTHERS

TO ACCEPT A CHANGE Wi THE TREATY. THIS MARKED A DRAMATIC SHIFT

‘"N THE FRENCH POSWT'MON. FOR THE GERMANS TO ACCEPT A STARTHMG
F-WGURE OF 1,000 MECU WOULD ALSO NEED CAREFUL PRESENTATHON

TO THE BUNDESTAG BUT :MT COULD BE DONE BY REFERR'ENG TO THE VALUE
OF A DYNAMIC SYSTEM FOR THE FEDERAL REPUBL:C AND THE PROTECTHON
AT WOULD AFFORD N RELATHON TO THE GROWTH OF THE'®R TOTAL NET
CONTRIBUTION. HE SUGGESTED THAT A SYSTEM BASED ON 1,000 MECU
COULD BE DEFENDED 4® BRUNTA4N ON THE GROUNDS THAT A LAST:iNG SYSTEM
HAD F/WNALLY BEEN ACHI€VED AND THAT THEREBY THE ANNUAL STRIFE

OVER THE S'WZE OF COMPENSATHON FOR BRUTAIN WAS A MATTER OF THE
PAST. T WAS WORTH PAY:IING A PRICE FOR THAT ACHHEVEMENT. HE ALSO
SEEMED TO #MPLY THAT EVEN #F THE STARTANG F-IGURE WAS 1,000 MECY
WT WOULD BE POSSHBLE W THE SUBSEQUENT NEGOTIAT ION OF THE DETAIL
BY THE FYNANCE MINISTERS TO ACHIEVE SOME HAMPROVEMENT. 4 DHSPUTED
THIS LAST POINT AND REMINDED GENSCHER THAT WHAT WE WERE BE/MNG
ASKED TO ACCEPT WAS THAT WE SHOULD PAY A DI-SPROPORTIONATELY

LARGE CONTRHBUTION INDEFWNWTELY, /€ 50 PER CENT OF OUR NET
CONTRBUTION. THAT WAS SUMPLY TOO MUCH., THE PM'S READMMNESS TO
ACCEPT AN AD HOC REFUND OF 1,000 #N RESPECT OF 1984 WAS A CONCESSON
TO THE COMMUNITY'S CURRENT FINANCIAL DIFFICULTES . *WT COULD NOT
BE THE BASIS OF A DURABLE SYSTEM. i ALSO POUNTED OUT THAT
'MICREASING OWN RESOURCES ALSO MEANT CHANGING THE TREATY AND THAT
THE FRENCH WOULD THEMSELVES NEED A REFUMD SYSTEM AFTER ENLARGEMENT.
GENSCHER CONCLUDED BY SAYANG THAT HE COULD ONLY ADV-HSE THAT WE
SHOULD RECOGNISE THAT THE CRUCIAL POUNT WAS GETTING A DYNAMIC
SYSTEM.

REFORM QF THE CAP

9. GENSCHER SAD THAT THE GERMANS WERE CONCERNED SOMEHOW TO
RETAIN A LEVER WHEREBY THEY COULD ENSURE THAT AGREEMENT -1
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9. GENSCHER SAKD THAT THE GERMANS WERE CONCERNED SOMEHOW TO
RETAIN A LEVER WHEREBY 3 ) ENS HAT AGREEMENT -
PRINCIPLE REACHED NEXT WEE} P REFORM, NANC HAL DIBCIPFINF
ND BUDGETARY «WMBALANCES, WOU B INED BN DETAHLED EFFECTIVNE
{ BY THE TME OF INE SUMMIT. HE WO WELCOME YOUR
VIEWS ON HOW THAT COULD BE DO! J WAS 4 T0 KEEP THE STUTTGART

PACKAGE TOGETHER.
MILK

10. WhTH REFERENCE TO THE ‘BRnSH DIFFICULTIES OVER MILK, GENSCHER
SAKD THAT THE FEDERAL GOVERNMENT WERE SYMPATHETIC. AGRICULTURE
WAS THE ‘BACKBONE OF THE (f:1SH ECONOMY AND THE 'MWILK SECTO

THE BACKBONE OF IRISH AGRICULTURE. THE GERMANS HAD BEEN
INCREASE THE COMMi&SSHON'S RESERVE TO A MILL/ION TONNES OF WHICH
600,800 TONNES WOULD BE FOR RELAND. THE GERMAHNS WOULD STAND
BY THAT BUT HE WAS NOT SURE WHETHER FTZGERALD'S WALK 0UT

HAD BEEN AMMED AT SECURMNG THE ADDWTIMONAL 600,000 TONNES OR
WHETHER HE REALLY WANTED MORE. 4 THE LATTER WAS TRUE, FeWTZGERALD
WAS BENG UNREALJSTHC. o SAD THAT WE TOO HAD A SYMPATHY FOR
'"RELAND'S PROBLEMS BUT, REFERRING TO MR JOPLMNG'S STATEMENT,

I POUNTED OUT THAT *HF AN EXCEPTHMON WAS MADE FOR 'MRELAND THEN

T WOULD BE NECESSARY FOR AN EXCEPT:MON TO BE MADE FOR NORTHERN
ARELAND AS WELL. THE ECONOMIC PROBLEMS OF NORTHERN #®RELAND

WERE WELL KNOWN AND FURTHERMORE T WOULD RE MPOSSHBLE TO
INSULATE THE AGRHCULTURAL SYSTEM THERE FROM THE REPUBLIC.
GENSCHER SA#D THAT HE THOUGHT THAT POLWTICALLY UMNACCEPTABLE. HT
WAS NOT POSSMBLE TO ARGUE THAT NORTHERN IRELAND BELONGED TO
BRUTAIN EXCEPT #N RELATHON TO MILK WHEN T BELONGED TO THE
REPUBLIC . 1 REEMPHASHSED THE DIFFICULTHES. HE ADDED THAT WF

THE PROBLEM OF BUDGETARY «#BALANCE COULD BE SOLVED THEN HE

WAS CONF-WDENT THAT FMWTZGERALD WOULD NOT HOLD OUT ON HIS OWN.
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1100 MECU

il. REFERR4MG TO THE DHSCUSSHON ON THE FBRST EVEMBNG OF THE
EUROPEAN COUNCH. WHEN THE FWGURE OF 1100 MECU HAD BEEN MENT:HCNED,
h ASKED GENSCHER WHAT THE CHANCELLOR'S ATTWTUDE TO #T WAS.
GENSCHER SA#D THAT HMS UNDERSTANDING WAS THAT SOME HAD MENTJONED
A THOUSAND, SOME HAD MEMTMONED LESS AND SOME HAD MENTIONED 1190.
A THOUSAND CAME TO BE REGARDED AS A REASONABLE COMPROMISE.

12. GENSCHER SAHD THAT ON THE MORNING FOLLOWING THE COUNGIL

HAD TELEPHONED CHEYSSON TO SAY THAT HE FELT THE COUNCIL HAD

DONE TOO BADLY, A GOOD DEAL HAD BEEN AGREED AND ‘BT QUGHT TO

POSSHBLE TO MAKE FURTHER PROGRESS. HE THOUGHT THAT MINISTERS

SHOULD MEET AGA:WN SOON. HE HAD BEEN DELJGHTED WD THAT

CHEYSSON HAD COME TO A S/IMMLAR ASSESSMENT AND

MWTTERRAND'S VW€WS WOULD BE PROPOSANG AN EARLY MEETUNG OF THE FAC,

GENSCHER SAND THAT HE FELT THAT AGREEMENT WAS WHTHIN REACH AND

THAT HE WOULD BE GO#NG TO THE COUNCHL ON TUESDAY :N AN OPTIMISTIC

FRAME OF MAND AND READY TO DO ALL HE COULD TO REACH AGREEMENT.
SAND THAT YOUR APPROACH TO THE COUNCIL WAS (DENTHCAL BUT THAT

FOR US A KEY POMNT WOULD BE THE STARTWING FMGURE FOR THE SYSTEM.

CO PLEAS S VANCE IES (3Y 9AM 26/3/84) 59;
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