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P R I M E M I N I S T E R 

C o m m u n i t y Budge t 

The F o r e i g n and C o m m o n w e a l t h S e c r e t a r y m e n t i o n e d i n C a b i n e t l a s t 

T h u r s d a y tha t , thanks to good B r i t i s h con tac t s i n s i d e the C o m m i s s i o n , we 

k n e w s o m e t h i n g abou t how the C o m m i s s i o n ' s " r e f e r e n c e p a p e r " c a l l e d f o r 

by the E u r o p e a n C o u n c i l i n S t r a s b o u r g , was shaping u p . T h i s p a p e r , you 

w i l l r e m e m b e r , is to b r i n g out the l i k e l y B u d g e t a l l o c a t i o n s i n 1979 and 1980 

and r e p o r t on the o p e r a t i o n s of the F i n a n c i a l M e c h a n i s m . I t i s due to be 

p r e s e n t e d to the C o u n c i l f o r d i s c u s s i o n a t the F i n a n c e M i n i s t e r s m e e t i n g 

on 18 S e p t e m b e r . On ly a f t e r tha t w i l l the C o m m i s s i o n get down to the 

second p a r t of t h e i r r e m i t w h i c h i s to p r o d u c e p r o p o s a l s f o r s o l u t i o n s . 

We have been p r e s s i n g the C o m m i s s i o n v e r y h a r d to keep to the t i m e t a b l e 

l a i d down in S t r a s b o u r g and one of the ob jec t s of y o u r E E C d i s c u s s i o n w i t h 

M r L y n c h on Wednesday w i l l be to see tha t the I r i s h P r e s i d e n c y s t i c k s to 

i t as w e l l . The C o m m i s s i o n w e r e due to c o n s i d e r the d r a f t p a p e r a t t h e i r 

r e g u l a r Wednesday m e e t i n g on 5 Sep tember bu t , i n v i e w of M  r R o y J e n k i n s ' 

w i s h to a t t end the M o u n t b a t t e n F u n e r a l , the d i s c u s s i o n has been b r o u g h t 

f o r w a r d to t o m o r r o w , T u e s d a y . The d r a f t w i l l no doubt then be sub jec t 

to m o d i f i c a t i o n and the f i g u r e s t h e m s e l v e s m a y be r e v i s e d . I w i l l see 

tha t y o u a r e i n f o r m e d about the o u t c o m e be fo re y o u r m e e t i n g w i t h M r L y n c h . 

2. A s d r a f t e d , the C o m m i s s i o n paper showed a U K net c o n t r i b u t i o n i n 1980 

(1979 i s l e s s i m p o r t a n t because we a r e s t i l l on the t r a n s i t i o n a l 

a r r a n g e m e n t s ) of 1368 m i l l i o n E U A , o r £845 m i l l i o n a t the c u r r e n t exchange 

r a t e . T h i s m a k e s us f a r and away the l a r g e s t ne t c o n t r i b u t o r w i t h 

G e r m a n y ' s net c o n t r i b u t i o n on ly about £ 5 2 0 m i l l i o n . The C o m m i s s i o n ' s 

f i g u r e s w i l l a l s o suggest tha t I t a l y w i l l become a l a r g e net b e n e f i c i a r y w h i c h , 

i f c o n f i r m e d , w i l l m e a n that we can no l o n g e r count on I t a l i a n s u p p o r t i n 

g e t t i n g a change i n the budget m e c h a n i s m s . The C o m m i s s i o n f i g u r e s a r e 
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l o w e r than our c a l c u l a t i o n s f o r two r e a s o n s . F i r s t , they a t t r i b u t e 


M C A s to the benef i t of the UK and I t a l y and p r o b a b l y o v e r e s t i m a t e 


the l i k e l y l e v e l of U K M C A s . Secondly , a d m i n i s t r a t i v e cos ts and 


a i d e x p e n d i t u r e have been e x c l u d e d on the g rounds that they do not 


bene f i t any p a r t i c u l a r C o m m u n i t y c o u n t r y . T h e r e i s a l s o a s l i g h t 


d i f f e r e n c e in the t r e a t m e n t of o u r ( s m a l l ) r e fund unde r the F i n a n c i a l 


M e c h a n i s m . B u t g e n e r a l l y i t seems that we and the C o m m i s s i o n a r e 


l i k e l y to be p r e t t y c lose on the f i g u r e s . 


3. A s to the t e x t of the r e p o r t (of w h i c h we have not seen an a c t u a l 

copy) t h e r e m a y be some d i s p o s i t i o n to cha l lenge the a r g u m e n t tha t the 

ba lance of p a y m e n t s ef fec t of the net c o n t r i b u t i o n ac t s as a s i g n i f i c a n t 

d r a g on UK d o m e s t i c e c o n o m i c p o l i c i e s . On the o t h e r hand , the r e p o r t , 

as a t p r e s e n t d r a f t e d , does e x p r e s s l y acknowledge that the U K ' s l a r g e 

net c o n t r i b u t i o n c o n s t i t u t e s a s e r i o u s a n o m a l y i n the C o m m u n i t y ' s 

f inance and , v e r y h e l p f u l l y , r e c o g n i s e s that tha t i s due not on ly to 

our m a k i n g an excess c o n t r i b u t i o n but a l s o (and i n fac t to a g r e a t e r 

e x t e n t ) because o u r r e c e i p t s a r e so m u c h b e l o w the C o m m u n i t y a v e r a g e . 

These a r e indeed v e r y s i g n i f i c a n t e l e m e n t s and , i f m a i n t a i n e d i n the 

f i n a l v e r s i o n , w i l l p r o v i d e an i m p o r t a n t and indeed e s s e n t i a l bas i s f o r us 

to a rgue o u r case . 

^4_. The C h a n c e l l o r of the E x c h e q u e r w i l l be p r e p a r i n g a pape r , w h i c h 

should p r o b a b l y come to OD r a t h e r than O D ( E ) , about the C o m m i s s i o n ' s 

d o c u m e n t and about the l i n e he shou ld take a t the F inance C o u n c i l on 18 

Sep t ember . The m a i n pu rpose the re w i l l be to get an a c k n o w l e d g m e n t 

of the r e a l i t y and m a g n i t u d e of o u r p r o b l e m . I t i s c l e a r that some new 

m e c h a n i s m w i l l be n e c e s s a r y but w h e t h e r we should put p r e c i s e p r o p o s a l s 

on the table o r feed o u r ideas in to the C o m m i s s i o n w i l l be a m a t t e r f o r 

c o n s i d e r a t i o n . 
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