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EEC STRATEGY AND TIMING 


Ground Clearing

1. OD(E) has c a l l e d f o r studies on cases where the UX has reservations 

on Community proposals, where we night "be able to take new Community i n i t i a t i v e s 

and the scope f o r closer b i l a t e r a l c o o p e r a t i o n vri.th our Community partners. 

This should remove some i r r i t a n t s and may throw up proposals which w i l l give 

p r a c t i c a l demonstration to the Government's greater European commitment, we 

should thus be able t o achieve an appreciable improvement i n the atmosphere 

against which t o pursue our main objectives inside the Community - correction 

of our net budgetary c o n t r i b u t i o n , reduction i n a g r i c u l t u r a l surpluses, and 

a s a t i s f a c t o r y settlement on f i s h e r i e s . I  t i s however u n l i k e l y that t h i s 

exercise w i l l produce p o t e n t i a l "concessions" which would have s i g n i f i c a n t 

bargaining power i n r e l a t i o n t o these o b j e c t i v e s . 


2. I t has to be recognised t h a t our three p r i n c i p a l o b j e c t i v e s — the budget, 

CAP and f i s h are i n no sense complementary. While a reduction i n the cost 

of the CAP w i l l undoubtedly help our budget p o s i t i o n i t i s not true that 

a t t a c k i n g the CAP w i l l help us to secure a change i n the budget mechanism 

i t s e l f . 


3. Moreover, our objectives run counter t o the i n t e r e s t s of most other 
member states. On the budget, attainment of our aim w i l l increase the net" 
budget contributions of a l l other member states except I t a l y and possibly 
I r e l a n d . Holding down prices on a g r i c u l t u r a l products i n s t r u c t u r a l ' surplus 
u n t i l the surpluses are eliminated, although i t makes economic sense, w i l l 
be opposed by the I r i s h , French, Germans and Benelux. On f i s h e r i e s , our 
i n t e r e s t s c o n f l i c t w i t h those of the Danes, French and Germans. The I r i s h who 
were formerly our a l l i e s have been bought o f f . Only the I t a l i a n s are our 
a l l i e s on the budget, and i n a l i m i t e d sense on the Common A g r i c u l t u r a l Policy. 
I n concert w i t h them we can block many Community proposals i n the a g r i c u l t u r a l 
area, but we s h a l l put the a l l i a n c e i n jeopardy i  f we oppose them on greater 
help f o r Mediterranean a g r i c u l t u r e where t h e i r i n t e r e s t s are contrary to ours. 
Moreover, while a vigorous and useful a l l y at present on the Budget, our 
fr i e n d s i n the Commission warn us th a t the Italian.budget problem w i l l 
disappear w i t h i n a few years and t h a t i t w i l l not help our case i f too much 
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i s asked f o r I t a l y as w e l l . However, f o r the time being i t i s p l a i n l y 

"to our advantage to r e t a i n the I t a l i a n s f i r m l y on our side. 


Scope f o r Trade-offs 


4. As suggested already, i t does not seem l i k e l y t h a t we w i l l have major 

cards t o put down which the res t of the Community want from us. However, 

there may well be some scope f o r t r a d e - o f f s . The current review of energy 

po l i c y may suggest ways i n which given the current a n x i e t i e s , we may be able t o o f f 


On 

worthwhile assurances/supplies of i n t e r e s t t o some of our Community partners 

eg France and Germany. For Denmark, f i s h i s very important and on the budget 

she i s vulnerable: the b e t t e r the f i s h e r i e s deal i s f o r her, the easier i t 

should be t o concede on the Budget. The a t t i t u d e of both the I r i s h and the 

French to our budget demands w i l l be .influenced by how str o n g l y we appear 

to be threatening the Common A g r i c u l t u r a l Policy. There were c l e a r l y indications 

from the recent v i s i t of Chancellor Schmidt th a t there could be room f o r r e a l 

bargaining between our c o n t r i b u t i o n t o the budget and our c o n t r i b u t i o n 

to European defence, not j u s t i n the narrow confines of " o f f s e t " . This may 

perhaps also be true of the French: defence co-operation could be very 

important i n lending substance t o the UK/French b i l a t e r a l r e l a t i o n s h i p . The 

p o t e n t i a l l i n k s between defence and our s p e c i f i c Community objectives merit 

f u r t h e r study. 


5. • F i n a l l y thereds..the ELS -.while.not d i r e c t l y a t r a d e - o f f there i s 

no doubt t h a t i t w i l l be seen, perhaps more than any other single issue 

as a touchstone of the GovernmentTs committment t o the Community. The 

Government w i l l want to consider the merits of j o i n i n g i n the l i g h t of 

i t s o v e r a l l economic p o l i c i e s , the prospect f o r the exchange markets and 

what i t wishes t o see happen t o the pound. A decision not t o j o i n would 

undoubtedly be c r i t i c i s e d w i t h i n the Community even i f our reasons were 

understood. Conversely, a decision t o j o i n would be generally welcomed — 

even i f un e n t h u s i a s t i c a l l y by the French - and would enable us t o secure 

some c o n t r i b u t i o n t o our budgetary problem through i n t e r e s t r ate subsidies. 

The t a c t i c a l handling of any decision t o j o i n ETS i n r e l a t i o n t o our 

o v e r a l l budget objective would need consideration nearer the time. 


Getting Rourrh 

6. Even wi t h the f u l l e x p l o i t a t i o n of these p o s s i b i l i t i e s i t w i l l not be 

easy to achieve any, l e t alone a l l three, of our objectives. I n the f i r s t 

instance, the Government w i l l want t o e:coloit the goodwill which i t s more 
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constructive a t t i t u d e has generated. I  t would not be compatible w i t h such 
an approach t o threaten blocking t a c t i c s at the outset. But at some stage 
these t a c t i c s nay prove t o be necessary. Various p o s s i b i l i t i e s could then 
be considered: 

i ) withholding part of our assessed c o n t r i b u t i o n t o 

the Community budget; 


i i ) r e f u s i n g t o p a r t i c i p a t e i n Community a c t i v i t i e s : the de Gaulle 
"empty chair"; 


i i i ) blocking some part of the Community's budget procedures 


i v ) blocking a g r i c u l t u r a l p r i c e increases 


v) blocking an increase i n Community own resources when the 

1 per cent l i m i t on VAT contributions i s reached. 


I t i s not easy t o see how we could resort t o i ) without speedy l e g a l challenge. 

I t would c e r t a i n l y dissipate any goodwill f o r us i n s i d e the Community. Resort 

to i i  ) would also antagonise other member states as w e l l as carrying r i s k s 

f o r our own influence w i t h i n the Community. The e f f i c a c y of i i i  ) would depend 

on how much support we could get eg from the I t a l i a n s i n the Council, or, 

i n the end on our willingness t o invoke the Luxembourg compromise. Given the 

French a t t i t u d e s on the Luxembourg compromise, • o t h e r member states-could 

reasonably be r e l i e d upon t o respect i t . S i m i l a r arguments apply t o i v ) . 

The tougher the price settlement t h i s year, the greater w i l l be the pressure 

f o r price increases next year. We might then have a very e f f e c t i v e threat 

t o secure our obje c t i v e on the budget. Blocking an increase i n own resources 

could c e r t a i n l y be made e f f e c t i v e and would have the support of the Germans, 

but i  t may be several years yet.before t h a t s i t u a t i o n i s reached. 


TTICCTG 


7 . Several f a c t o r s point t o a settlement on f i s h sooner r a t h e r than l a t e r . 
The absence of any agreed Community p o l i c y on conservation i s leading t o over— 
f i s h i n g and generating uncertainty about the industry's long term f u t u r e . Our 
a b i l i t y t o take na t i o n a l conservation measures i s l i k e l y t o be increasingly 
circumscribed by judgements of the European Court. This points t o an attempted 
settlement as early as possible i n the autumn, preferably before the budget 
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issue cones "to a head. Our aim on the CAP can probably only be e f f e c t i v e l y 

achieved during the annual struggles l i n k e d t o each p r i c e f i x i n g . Results 

w i l l cone only slowly. On the budget, the Chancellor said at the l a s t Council 


decisions 
th a t we wanted to see some/ by the end of t h i s year. We should 
maintain the pressure on the Commission t o cone up w i t h proposed s o l u t i o n 
i n t i n e f o r the November European Council. I n the event, we nay s l i p i n t o the 
f i r s t h a l f of 19-0 and, as explained, i n paragraph 6 we may have more leverage 
then t h a i at the end of t h i s year. On the other hand, the l a t e r i  t gets 
the closer we cone to the German elections (llovenber 19~0) and the demise 
of the present r a t h e r h e l p f u l Commission. Moreover, while the I r i s h Presidency 
may not be h e l p f u l , i t may equally be " d i f f i c u l t ' t o s e t t l e the 

budgetary issue under the I t a l i a n Presidency i n ways which exactly s u i t 

our i n t e r e s t s . Spring 1930 should therefore be a f a l l - b a c k . 


CO::CLUSIQ:TS 


8 . This preliminary analysis suggests the f o l l o w i n g :— 

a) we should avoid unnecessary minor i r r i t a n t s but the timing 
. of any major constructive i n i t i a t i v e s or concessions should be-* 
decided i n r e l a t i o n to our major objectives. .1 . :'» 

b) there i s a case f o r an early ( i e autumn) settlenent on 

f i s h e r i e s . 


c) " A budget settlenent at the end of 1979 ( w i t h spring 1980 

as a f a l l — b a c k ) should be a p r i o r i t y o bjective and we should 
play the hand on the CAP i n the way most l i k e l y t o assist t h a t 
o b j e c t i v e . 

d) Vie should begin by pursuing our objectives on t h e i r 

merits and.building up- ' goodwill in'.-the r e s t of the Community 

but be ready t o consider blocking t a c t i c s at a l a t e r stage i  f 

necessary. 


e) Further consideration should be given t o e x p l o i t i n g German 

and French defence requirements t o secure t h e i r support f o r our 

Community objectives, especially on the budget. 
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