
I 

C O N F I D E N T I A L 

R e f . A 0 9 7 6 4 

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

C o m m u n i t y Budge t 

T h e F o r e i g n S e c r e t a r y and the C h a n c e l l o r of the E x c h e q u e r have been 

o f f e r i n g a d v i c e on how we s h o u l d a c h i e v e ou r o b j e c t i v e on the C o m m u n i t y B u d g e t 

at the E u r o p e a n C o u n c i l nex t w e e k . Y o u a p p r o v e d the r e v i s e d v e r s i o n of the tex t 

w h i c h was a t t a c h e d to L o r d C a r r i n g t o n ' s m i r m t e of 8th June but y o u had not then 

seen the C h a n c e l l o r ' s l e t t e r of 8 th J u n e to w h i c h L o r d C a r r i n g t o n has n o w r e p h e d 

( c o p i e s a t t ached) . 

2 . A l t h o u g h the i s s u e s r a i s e d a r e m a i n l y of t a c t i c s and p r e s e n t a t i o n , I s u s p e c t 

that t h e r e i s an u n d e r l y i n g d i f f e r e n c e about o u r r e a l o b j e c t i v e . T h e C h a n c e l l o r 

wants to say c a t e g o r i c a l l y that c o u n t r i e s w i t h b e l o w a v e r a g e G N  P p e r head 

s h o u l d not be net c o n t r i b u t o r s to the B u d g e t . T h e F o r e i g n S e c r e t a r y wants a 

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

n e a r that o b j e c t i v e i n n e g o t i a t i o n . T h i s i s an i s s u e y o u do not n e e d to d e c i d e 

upon n o w : the F o r e i g n O f f i c e d ra f t i s not i n c o m p a t i b l e w i t h the T r e a s u r y ' s 

o b j e c t i v e n o r w i t h y o u r m a k i n g a v e r y f i r m s t a t emen t at S t r a s b o u r g about what 

you m e a n by "a f a i r b a l a n c e of cos t s and b e n e f i t s " . 

3. O n the o t h e r two p r e s e n t a t i o n a l po in t s at i s s u e , I th ink the C h a n c e l l o r i s 

r i g h t that we s h o u l d put m o r e e m p h a s i s on the b a s i c a r g u m e n t of equ i ty . T h e 

c o n v e r g e n c e a r g u m e n t has s e r v e d i t s t u r n , but the a d v i c e we have r e c e i v e d f r o m 

M r  . R o y J e n k i n s and o t h e r s i s that, at S t r a s b o u r g , we s h o u l d c o n c e n t r a t e 

e s s e n t i a l l y on the i m b a l a n c e and i n e q u i t y of the B u d g e t . O n i m p r o v i n g o u r 

p o s i t i o n by i n c r e a s e s i n n o n - a g r i c u l t u r a l e x p e n d i t u r e , t h e r e i s no d i f f e r e n c e of 

subs t ance , and the F o r e i g n S e c r e t a r y i s r i g h t i n s a y i n g that the G e r m a n and the 

F r e n c h -wi l l f igh t a g a i n s t undue e x p a n s i o n . 

4. I u n d e r s t a n d that the C h a n c e l l o r m a y be content that the r e v i s e d F o r e i g n 

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

S r . A n d r e o t t i on F r i d a y , a l t hough he t h i n k s that , at the end of the day, we m a y 

have to s e t t l e f o r a s h o r t e r t ex t . It i s w o r t h t r y i n g to a g r e e s o m e t h i n g w i t h the 
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I t a l i a n s . T h e r e a f t e r , and f o l l o w i n g up y o u r m e e t i n g w i t h P r e s i d e n t G i s c a r d , 

we s h o u l d t r y to s e l l i t to the F r e n c h . I f they a r e w i l l i n g to t ab le s o m e t h i n g as 

a P r e s i d e n c y t ex t the who le d i s c u s s i o n i n S t r a s b o u r g w i l l be e a s i e r . I f we have 

to t a b l e s o m e t h i n g i t l e a v e s the F r e n c h a l o n g w i t h the o t h e r s f r e e to t r y to w a t e r 

i t d o w n . If the P r e s i d e n c y tex t i s not w h o l l y s a t i s f a c t o r y , you w i l l s t i l l be a b l e 

to a r g u e fo r i m p r o v e m e n t s d u r i n g the m e e t i n g . I f we d i s c o v e r that , d e s p i t e what 

P r e s i d e n t G i s c a r d s a i d to y o u (and to M r . R o y J e n k i n s ) the F r e n c h a r e u n w i l l i n g 

to t a b l e a n y t h i n g r e m o t e l y s a t i s f a c t o r y to u s , y o u w i l l s t i l l be f r e e to c i r c u l a t e 

y o u r o w n t ex t . 

5. I	 sugges t t h e r e f o r e that y o u m i g h t a g r e e that: 

(1) T h e r e v i s e d tex t c o u l d be shown to the I t a l i a n s . 

(2)	 T h a t , sub jec t to the o u t c o m e of y o u r m e e t i n g w i t h S r . A n d r e o t t i , we 


s h o u l d t r y to s e l l i t to the F r e n c h P r e s i d e n c y , 


(3)	 T h a t we s h o u l d t e l l o u r C o m m u n i t y p a r t n e r s e a r l y nex t week what y o u r 

g e n e r a l l i n e w i l l be , and i f n e c e s s a r y t a b l e a t ex t of o u r o w n . 

i 

( John	 Hunt ) 

13th J u n e , 1979 
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COMMUNITY BUDGET 


The European C o u n c i l r e c o g n i s e d t h a t at p r e s e n t 


the f i n a n c i a l consequences o f the Community budget c r e a t e 


d i f f i c u l t i e s f o r two o f the t h r e e Member S t a t e s w i t h 


below-average GDP p e r head. In t i m e , these d i f f i c u l t i e s s h o u l d 


become l e s s s e r i o u s . R e d u c t i o n s i n a g r i c u l t u r a l s u r p l u s e s 


s h o u l d reduce t h e c o s t o f the c.a.p. That i n i t s e l f w i l l 


l i g h t e n the budge t a r y burden and s h o u l d make i  t e a s i e r t o 


s w i t c h e x p e n d i t u r e t o p o l i c i e s d e s i g n e d to reduce r e g i o n a l 


d i s p a r i t i e s . Meanwhile s o l u t i o n s are u r g e n t l y r e q u i r e d t o 


ensure t h a t the Community budget produces a f a i r b a l a n c e o f 


c o s t s and b e n e f i t s f o r a l l Member S t a t e s and, i n p a r t i c u l a r , 


does not c o n t i n u e t o h i n d e r Member S t a t e s w i t h below-average 


GDP per head i n t h e i r e f f o r t s t o improve t h e i r economic 


performance. The European C o u n c i l i n v i t e d the Commission 


t o make p r o p o s a l s b e f o r e the end o f September t o d e a l w i t h t h i s 


p r oblem i n o r d e r t o p e r m i t d e c i s i o n s t o be taken at the next 


European C o u n c i l i n D u b l i n . 



