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


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

C o m m u n i t y B u d g e t 

A t i t s m e e t i n g on 12th Sep tember OD C o m m i t t e e c o m m i s s i o n e d some 

f u r t h e r w o r k , bo th on the U n i t e d K i n g d o m budge t p r o b l e m i t s e l f and on the w a y 

i n w h i c h we m i g h t p l a y the hand . T h i s i s i n hand : b u t t h e r e a r e s e v e r a l s t r ands 

i n the b u i l d up to w h a t we a l l know i s go ing to be an e x t r e m e l y d i f f i c u l t n e g o t i a t i o n , 

and you m a y f i n d i t h e l p f u l to know w h a t w o r k i s go ing on and see how i t f i t s 

t o g e t h e r . 

2. F i r s t , as to da tes : you a r e going to R o m e on 4 t h - 5 t h O c t o b e r and w i l l be 

i n L u x e m b o u r g on 1 8 t h - 1 9 t h O c t o b e r . The E C O F I N C o u n c i l w i l l m e e t a g a i n on 

15th O c t o b e r and we shou ld get the C o m m i s s i o n ' s second p a p e r c o n t a i n i n g 

p r o p o s a l s s h o r t l y t h e r e a f t e r . Y o u r b i l a t e r a l w i t h C h a n c e l l o r S c h m i d t i s on 

3 l s t O c t o b e r ; t h i s w i l l come i m m e d i a t e l y a f t e r m e e t i n g s of the F o r e i g n A f f a i r s 

C o u n c i l and the F i s h e r i e s C o u n c i l . 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 on 

I 9 t h - 2 0 t h N o v e m b e r w i l l a l so c o i n c i d e w i t h m e e t i n g s o f E C O F I N and p r o b a b l y 

the F o r e i g n A f f a i r s M i n i s t e r s a t w h i c h f i n a l p r e p a r a t i o n s f o r the E u r o p e a n C o u n c i l 

i n D u b l i n ( 2 9 t h - 3 0 t h N o v e m b e r ) w i l l be m a d e . So f a r as y o u a r e c o n c e r n e d i t i s 

the b i l a t e r a l m e e t i n g w i t J i ^ h a ^ i c e l L o ^ ^ c l ^ m ^ c V ^ w h i c h i s the c r u c i a l one. I f you 

cannot r e a c h some u n d e r s t a n d i n g w i t h h i m , the p r o s p e c t s f o r the D u b l i n m e e t i n g 

w i l l be b l e a k . C o n v e r s e l y h i s s u p p o r t w o u l d be i n v a l u a b l e f o r y o u r subsequent 

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 . (The two o f t h e m w i l l c e r t a i n l y have been i n 

touch be fo rehand . ) 

3. T h i s means tha t you ought to have some idea be fo re the end of O c t o b e r 

about the c a r d s w h i c h you w i l l have to p l a y w h e n i t c o m e s to the D u b l i n m e e t i n g . 

Y o u have a l r e a d y c a l l e d f o r a pape r f r o m 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 on the t h r e a t s w h i c h c o u l d i f n e c e s s a r y be used i n o r d e r to get our w a y . 

T h i s w i l l c o v e r not j u s t ways o f t u r n i n g of f the tap ( w h e r e the C h a n c e l l o r o f the 

E x c h e q u e r i s a l r e a d y l o o k i n g i n t o the l e g a l i t i e s ) but the range of p o s s i b i l i t i e s f o r 

b l o c k i n g p r o g r e s s i n o t h e r a r ea s o f C o m m u n i t y a c t i v i t i e s (new e x p e n d i t u r e s , 
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C A P p r i c e s , and the 1 p e r cen t V A T c e i l i n g e t c . ) . B u t we a l so need to p r e p a r e 

o u r s e l v e s on o t h e r i s s u e s w h e r e we m a y come u n d e r p r e s s u r e to m a k e conces s ions 

i n exchange f o r a budget d e a l . H e r e y o u and y o u r co l l eagues w i l l have to c o n s i d e r 

w h e t h e r t h i s p r a s s u r e , i f i t a r i s e s , has to be r e s i s t e d o r w h e t h e r t h e r e i s any roor r 

f o r m o v e m e n t i n the c o n t e x t o f a s a t i s f a c t o r y budge t d e a l . The th ree i s sues w h i c h 

have so f a r been m e n t i o n e d b y one o r m o r e o f o u r C o m m u n i t y p a r t n e r s a r e 

e n e r g y , E M S and f i s h e r i e s . The p o s i t i o n on these i s as f o l l o w s : ­

( i )	 O D ( E ) a t i t s m e e t i n g on 13th Sep tember c a l l e d f o r a f u r t h e r 

pape r f r o m the S e c r e t a r y of State f o r E n e r g y on w h a t scope 

t h e r e m i g h t be w i t h i n the e n e r g y s e c t o r ( i n c l u d i n g the p o s s i b l e 

use o f l o n g - t e r m c o n t r a c t s ) f o r be ing h e l p f u l w i t h o u t damage 

to o u r n a t i o n a l i n t e r e s t . 

( i i )	 Y o u w i l l s h o r t l y be g e t t i n g a pape r f r o m the C h a n c e l l o r on E M S 

w h i c h you have a g r e e d shou ld i n due c o u r s e go to O D . T h i s 

should enable d e c i s i o n s to be t aken by m i d - O c t o b e r about 
.——1 —" 

w h e t h e r o r no t the U n i t e d K i n g d o m should en te r the exchange 

r a t e m e c h a n i s m and, i f so, w h e n , 

( i i i )	 F i s h e r i e s . Y o u have c a l l e d f o r a r e p o r t f r o m the M i n i s t e r of 

A g r i c u l t u r e about h i s c o n s u l t a t i o n s ( M r . P a t t i s o n ' s l e t t e r of 

9th A u g u s t r e f e r s ) and t h i s should be r e a d y b y the end of 

Sep t embe r o r v e r y e a r l y i n O c t o b e r . T h i s i s p r o b a b l y the 

t r i c k i e s t i s s u e and you m a y w a n t to d i s c u s s i t a g a i n i n f o r m a l l y 

be fo re p u t t i n g i t to O D ( E ) , o r m o r e p r o b a b l y OD u n d e r y o u r 

c h a i r m a n s h i p . 

4 . F i n a l l y , t h e r e i s the need to keep an eye on the w h o l e range of 

C o m m u n i t y bus iness d u r i n g the c o m i n g weeks so tha t , w h i l e de fend ing l e g i t i m a t e 

B r i t i s h i n t e r e s t s , we do no t n e c e s s a r i l y sour the a t m o s p h e r e o r d i s s i p a t e the 

g o o d w i l l w h i c h you and y o u r co l l eagues have e s t a b l i s h e d . The E u r o p e a n 

S e c r e t a r i a t o f the Cab ine t Off ice i s p r e p a r i n g a pape r on the p r o s p e c t s f o r 

C o m m u n i t y bus iness d u r i n g the r e m a i n d e r o f t h i s y e a r w h i c h w i l l go to O D ( E ) . 

We need to be on the l o o k out f o r m i n o r i t e m s w h e r e we c o u l d be h e l p f u l . I t 
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m a y m a k e sense to a l l o w i s s u e s to come to the E u r o p e a n C o u n c i l i n D u b l i n i f 

t h i s he lps o t h e r Heads of G o v e r n m e n t to j u s t i f y i n d o m e s t i c p o l i t i c a l t e r m s 

d o i n g s o m e t h i n g f o r us on the budget . 

5. I t h i n k these v a r i o u s p ieces o f w o r k w i l l p r o v i d e the n e c e s s a r y b a c k g r o u n d 

f o r p r e p a r i n g f o r y o u r v i s i t to B o n n . We can see n e a r e r the t i m e w h e t h e r i t i s 

s ens ib le to take t h e m a t OD o r d u r i n g y o u r b r i e f i n g m e e t i n g . E v e n i f t h e r e i s 

no scope f o r d i r e c t l i n k s , the defence i s s u e s w h i c h w i l l come up i n B o n n w i l l a l s o 

be i m p o r t a n t to the a t m o s p h e r e of the d i s c u s s i o n s on the budge t . I t w i l l o n l y be 

a f t e r the b i l a t e r a l w i t h S c h m i d t and G i s c a r d tha t the t a c t i c s f o r D u b l i n can be 

f i n a l l y d e c i d e d . 

6. I a m c o p y i n g t h i s m i n u t e to 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 i n 

h i s c a p a c i t y as C h a i r m a n of O D ( E ) . 

( John H u n t ) 

20 th S e p t e m b e r 1979 
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l O D O W N I N G S T R E E T 

From the Private Secretary 

MR. VILE 

CABINET OFFICE 


Community Budget 


The Prime M i n i s t e r has seen S i r John 

Hunt's m i n u t e o f 20 September on t h i s s u b j e c t . 

She has n o t commented i n d e t a i l on t h e m i n u t e 

b u t she has n o t e d t h a t a l o t more work needs 

t o be done. 


1 am s e n d i n g a copy o f t h i s m i n u t e 

t o R o d e r i c Lyne (FCO). 


M. 0 'D . B. ALEXANDER 

24 September 1979 



