
"„~! 'FIDENTIAL 


Ref . A0209 

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

E E C Budge t C o n t r i b u t i o n : The N e x t Steps 

(OD(79) 24) 

The C h a n c e l l o r of the E x c h e q u e r ' s paper (OD(79) 24) seeks a p p r o v a l to the 

n e x t steps i n the n e g o t i a t i o n s to r educe o u r ne t c o n t r i b u t i o n to the Communi ty ­

budget . I n one r e s p e c t (see p a r a g r a p h 4 b e l o w ) I f i n d i t v e r y d i s a p p o i n t i n g . 

2. The C o m m i s s i o n has now p r o d u c e d i t s " r e f e r e n c e p a p e r " i n response to 

the f i r s t stage of the S t r a s b o u r g r e m i t . The f i n a l v e r s i o n o m i t s c o n c l u s i o n s 

w h i c h w e r e f a v o u r a b l e to our case and i n c l u d e s sec t ions des igned to m u d d y the 

w a t e r s . B u t i t s t i l l r e t a i n s the e s s e n t i a l f i g u r e s and , as L e Monde says , a s s u r e s 

u s , a t the ou tse t of the g r e a t debate , of "un avantage i n c o n t e s t a b l e " . The k e y 

f i g u r e s a re set out i n a t ab le a t t a ched . T h e y show our net c o n t r i b u t i o n i n 1980 as 

1, 814 m i l l i o n E U A ( i f M C A s a re a t t r i b u t e d to the e x p o r t i n g c o u n t r y ) , c o m p a r e d 

w i t h 1, 048 M E U A f o r G e r m a n y . The I t a l i a n s e m e r g e as m a j o r net b e n e f i c i a r i e s . 

3. The " r e f e r e n c e p a p e r " w i l l be d i s c u s s e d at the F i n a n c e C o u n c i l nex t 

M o n d a y . The C h a n c e l l o r sets out the l i n e he p roposes to take i n p a r a g r a p h 12 of 

h i s p a p e r . B y s p e l l i n g out the m a g n i t u d e of the p r o b l e m as we see i t , d i s c u s s i n g 

a n u m b e r o f fa l se o r unaccep tab le r o u t e s to i t s s o l u t i o n and say ing c l e a r l y tha t 

some f o r m of c o r r e c t i v e m e c h a n i s m d e a l i n g bo th w i t h o u r e x c e s s i v e c o n t r i b u t i o n 

and our inadequate r e c e i p t s he hopes to r e s p o n d to the i n v i t a t i o n f r o m the 

S t r a s b o u r g C o u n c i l to "p r e sen t ou r r e q u e s t s i n c o n c r e t e f o r m " w i t h o u t p i n n i n g 

o u r s e l v e s down p r e m a t u r e l y to one p a r t i c u l a r f o r m of s o l u t i o n . 

P a r a g r a p h s 1 2 ( i i i ) - ( v ) a r e the m o s t i m p o r t a n t s e c t i o n s . 

4 . I t h i n k t h i s i s a l l r i g h t f o r the F i n a n c e C o u n c i l on M o n d a y . N e v e r t h e l e s s 

i t seems to m e e x t r a o r d i n a r y (and a l l the m o r e un fo r tuna t e i n v i e w of the 

C h a n c e l l o r ' s f o r t h c o m i n g absence f r o m the c o u n t r y f r o m 25 th Sep tember to 

3 r d O c t o b e r ) tha t the T r e a s u r y can s t i l l m a k e no conc re t e r e c o m m e n d a t i o n on 

w h a t s o l u t i o n w o u l d su i t us best ( in a l l p r o b a b i l i t y tha t i n h i s p a r a g r a p h I6£(fc(uij.lf 

we a r e to keep to the t i m e t a b l e , the C o m m i s s i o n w i l l need to come f o r w a r d w i t h i t s 

p r o p o s a l s f o r so lu t i ons by e n d - O c t o b e r a t the l a t e s t and i d e a l l y be fo re the nex t 
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F i n a n c e C o u n c i l on 15th O c t o b e r . I t i s v i t a l tha t the C o m m i s s i o n ' s p r o p o s a l s 


come as c lose as p o s s i b l e to s a t i s f y i n g the C h a n c e l l o r ' s c o n d i t i o n s 


( p a r a g r a p h l Z ( i i i ) ) ­

(a) ac t on o u r net c o n t r i b u t i o n 

(b) l a s t as l o n g as the p r o b l e m 

(c) a v o i d i n c r e a s e d C o m m u n i t y e x p e n d i t u r e 

and we s h a l l need to feed our own p r e f e r e n c e i n t o the C o m m i s s i o n soon. The 

C h a n c e l l o r suggests m e r e l y tha t o f f i c i a l s shou ld sound ou t o u r con tac t s i n the 

C o m m i s s i o n be fo re the G o v e r n m e n t m a k e s up i t s m i n d . I suggest that you 

e m p h a s i s e tha t i t w i l l be v i t a l to do t h i s w e l l be fore the F i n a n c e C o u n c i l on 

15th O c t o b e r . 

5. Bes ide s w o r k i n g on the C o m m i s s i o n , the C h a n c e l l o r suggests f u r t h e r 

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

C h a n c e l l o r S c h m i d t and P r e s i d e n t G i s c a r d . The I t a l i a n s p r e s e n t a d i f f i c u l t y . 

Since they no l o n g e r appear to have a budget p r o b l e m , they w i l l c r i t i c i s e the 

C o m m i s s i o n ' s r e f e r e n c e paper because i t says too l i t t l e about the r e s o u r c e cos t s 

of the C A P to t h e m . Some I t a l i a n s wan t to h o l d down C A P p r i c e s (we a g r e e ) ; 

o t h e r s to c o n c e n t r a t e on expand ing I t a l i a n t e m p e r a t e p r o d u c t i o n ( less h e l p f u l ) ; 

a l l o f t h e m to get y e t m o r e s u p p o r t f o r M e d i t e r r a n e a n a g r i c u l t u r e ( e x p e n s i v e ) . 

I n any case the C h a n c e l l o r i s sugges t ing ( p a r a g r a p h 13) tha t we should not get i n 

the l e a d on the C A P . H i s sugges ted l i n e w i t h the I t a l i a n s ( p a r a g r a p h 10) i s t ha t 

a t l e a s t we shou ld a v o i d k n o c k i n g each o t h e r . 

6. L o o k i n g f u r t h e r ahead, i t i s too soon to dec ide w h a t the t a c t i c s at the 

N o v e m b e r E u r o p e a n C o u n c i l i n D u b l i n shou ld be o r w h a t o t h e r c a r d s shou ld o r 

m a y be on the t a b l e . B u t y o u m a y f e e l tha t the t i m e has come to c a l l f o r w o r k 

on wha t l e v e r a g e we m i g h t have . The C h a n c e l l o r has a l r e a d y t o l d y o u tha t he i s 

l o o k i n g i n t o the l e g a l p o s s i b i l i t i e s of w i t h h o l d i n g ou r c o n t r i b u t i o n s , but t h e r e m a y 

be o ther ways of p u t t i n g on the p r e s s u r e . T h i s w o r k needs to be done d i s c r e e t l y 

but y o u m a y w a n t to a sk the C h a n c e l l o r and 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 to m a k e su re tha t , by the t i m e of the D u b l i n S u m m i t , you at l e a s t k n o w 

wha t the p o s s i b i l i t i e s a r e . 
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H A N D L I N G 

7. When the C h a n c e l l o r of the E x c h e q u e r has i n t o d u c e d h i s pape r , y o u m i g h t 

focus d i s c u s s i o n f i r s t on the l i n e to be t a k e n at the F i n a n c e C o u n c i l . 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 a y suggest tha t the U n i t e d K i n g d o m 

o b j e c t i v e shou ld be a " b r o a d b a l a n c e " r a t h e r than the b l u n t f o r m u l a t i o n i n 

p a r a g r a p h 1 2 ( i i i ) tha t "the U n i t e d K i n g d o m shou ld not be a ne t c o n t r i b u t o r " . The 

p o i n t i s t ha t no c o u n t r y c o u l d r u l e out be ing a net c o n t r i b u t o r i n a l l c i r c u m s t a n c e s : 

w h a t we cannot t o l e r a t e i s be ing a p e r s i s t e n t l a r g e net c o n t r i b u t o r i n ou r p r e s e n t 

c i r c u m s t a n c e s . The L o r d P r e s i d e n t m a y a l so have v i e w s . Does the C o m m i t t e e 

ag ree tha t p a r a g r a p h 12(v) goes fa r enough at t h i s s tage? 

8. Y o u m i g h t then t u r n to f o l l o w - u p a c t i o n . The C o m m i t t e e w i l l p r e s u m a b l y 

ag ree tha t v i g o r o u s l o b b y i n g at M i n i s t e r i a l l e v e l i s n e c e s s a r y . B u t how do we 

handle the I t a l i a n s ? We r i s k l o s i n g t h e i r s u p p o r t i f we a rgue tha t the budget 

i s sue m u s t be s e t t l e d f i r s t ; but i f we accep t that they w i l l need to see p a r a l l e l 

p r o g r e s s on t h e i r c l a i m s , t h i s c o u l d l e a d to de l ays and be expens ive f o r u s . A n d 

does the C o m m i t t e e agree w i t h the C h a n c e l l o r ' s l i n e on the C A P ? 

9. On the m e t h o d of s o l v i n g our p r o b l e m , does the C o m m i t t e e agree tha t 

o f f i c i a l s shou ld e x p l o r e the op t ions w i t h o u t c o m m i t m e n t ? When does the 

C h a n c e l l o r expec t to be r e a d y to r e p o r t back ( th i s shou ld be i f p o s s i b l e be fo re he 

goes to the I M F but f a i l i n g tha t i m m e d i a t e l y on h i s r e t u r n ) ? Has the t i m e come 

to c o m m i s s i o n w o r k , on wha t weapons we m i g h t e v e n t u a l l y use i n o r d e r to get o u r 

w a y ? 

C O N C L U S I O N S 

10.	 Y o u r s u m m i n g up w i l l need to c o v e r ­

(a)	 The C h a n c e l l o r ' s l i n e at the F i n a n c e C o u n c i l ( p a r a g r a p h 12 w i t h any 


changes a g r e e d i n d i s c u s s i o n ) . 


(b)	 A u t h o r i t y f o r o f f i c i a l s to e x p l o r e p o s s i b l e m e c h a n i s m s and the C h a n c e l l o r 

to r e p o r t back as soon as p o s s i b l e w i t h h i s r e c o m m e n d a t i o n s . 

(c)	 B i l a t e r a l M i n i s t e r i a l m e e t i n g s . The p r o g r a m m e i n p a r a g r a p h s 18 and 19 

c o u l d be a g r e e d . W i t h the I t a l i a n s , the best we can hope f o r i s not to get 

i n each o t h e r ' s w a y . 

• 
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(d)	 C h a n c e l l o r and 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 to c o n s i d e r ; ­

d i s c r e e t l y - w h a t means we c o u l d i f n e c e s s a r y dep loy to pu t p r e s s u r e 

on our p a r t n e r s . 

/ 


J O H N	 H U N T 

11th S e p t e m b e r , 1979 
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TABLE: OOHMJHITT BUDGET 1979 ANT 1980 
ESTDU3ED CONTRIBUTIONS JM> RECEIPTS BY MEMBER STATE 

ACCOUNT - 0 - T -' B&gTPS , 
Belgium L'Rr.raark Germany r*r"xce I r e l a id I t a l y 	 Luxembourg N e t h e r l ? n d s UK 

1979 
18 2,291 Gross C o n t r i b u t i o n 871 327 3,992 	 2,607 98 1,579 1,251 

2,285 463 2,333 269 1,323 1,764 R e c e i p t s ( a ) 1,209 551 2,837 
676 :>,060 269 1,430 1,037 R e c e i p t s ( b ) 1,239 782 2,974 2,517 

Net C o n t r i b u t i o n ( - ) 
or R e c e i p t (+) ( a ) + 338 +

1 
 224 -1,155 - 322 + 365 + 754 + 251 + 72 - 527 

Net C o n t r i b u t i o n ( - ) 
o r R e c e i p t (+) (b) + 368 + 455 -1,018 - 90 + 578 + 481 + 251 + 229 -1,254 

1980 

Gross C o n t r i b u t i o n 922 368 4,578 3,037 137 	 1,750 20 1,270 3,113 
2,621 312 1,629 1,561 R e c e i p t s ( a ) 1,460 	 651 3,471 2,917 573 

738 3,530 3,018 650 2,484 312 1,692 1,299 R e c e i p t s (b ) 	 1,472 
Net	 C o n t r i b u t i o n ( - ) + 292 	 -1,552 o r R e c e i p t (+) ( a ) + 538 + 283 -1,107 - 120 + 436 + 871 + 359 

Net C o n t r i b u t i o n ( - ) 
or R e c e i p t (+) (b ) + 550 + 370 -1,043 - 19 + 513 + 734 + 292 + 422 -1,314 

NOTE 
( a )	 I f UK and I t a l i a n import Monetary Compensatory Amounts (MCAs) a r e a t t r i b u t e d a s a b e n e f i t t o the 


UK and I t a l y . 


( b )	 I f UK and I t a l i a n import HCAs are a t t r i b u t e d a s a b e n e f i t to the e x p o r t e r . 
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