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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 Budget 

(OD(79) 33, 35 and 36) 

The l a s t d i s c u s s i o n a p p r o v e d a l i n e to be t aken w i t h the C o m m i s s i o n on 

p o s s i b l e m e c h a n i s m s w h i c h w o u l d p roduce " b r o a d b a l a n c e " be tween o u r 

c o n t r i b u t i o n s and r e c e i p t s . T h i s has been f o l l o w e d up . M r . R o y Jenk ins t o l d 

y o u tha t the C o m m i s s i o n w o u l d p r o b a b l y p ropose s e v e r a l p o s s i b l e s o l u t i o n s 

i n c l u d i n g o u r o w n . M y m i n u t e A0463 of 19th Oc tobe r set out the l i k e l y sequence 

of even ts f r o m now u n t i l the D u b l i n m e e t i n g . The m a i n pu rpose o f t h i s OD 

d i s c u s s i o n i s to r e v i e w the means at o u r d i s p o s a l to pu t p r e s s u r e on o u r 

p a r t n e r s s h o r t o f the t h r e a t of w i t h d r a w a l f r o m the C o m m u n i t y . T h e r e has 

a l r e a d y been a good dea l of P r e s s s p e c u l a t i o n as to wha t the G o v e r n m e n t shou ld o r 

m i g h t do i f y o u do not get y o u r way i n D u b l i n : and , w h i l e too m a n y o v e r t t h r e a t s 

at t h i s stage m a y no t be h e l p f u l p a r t i c u l a r l y before y o u r m e e t i n g w i t h S c h m i d t ,

do not t h i n k tha t t h i s s p e c u l a t i o n has done any h a r m . Bu t t h e r e i s a d i f f e r e n c e 

be tween s p e c u l a t i o n and l e a k s , and y o u w i l l wan t to s t r e s s to y o u r co l l eagues tha t 

t h i s i s , f o r the m o m e n t , h i g h l y c o n f i d e n t i a l c o n t i n g e n c y p l a n n i n g . 

2. The C o m m i t t e e d e l i b e r a t e l y d i d no t c o n s i d e r f a l l - b a c k p o s i t i o n s l a s t t i m e . 

The C h a n c e l l o r says i f we a r e o f f e r e d r e d u c t i o n by a h a l f of o u r ne t c o n t r i b u t i o n 

f o r a l i m i t e d p e r i o d we shou ld no t accep 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 does no t e x p r e s s an o p i n i o n but r e c o m m e n d s tha t you should d i s c u s s 

w h a t m i g h t be an accep tab le o u t c o m e w i t h those m o s t d i r e c t l y c o n c e r n e d . Y o u 

m a y wan t to p i c k up t h i s s u g g e s t i o n a t the beg inn ing of the m e e t i n g and say tha t y o u 

p r o p o s e to have such a d i s c u s s i o n e a r l y i n N o v e m b e r i  . e. a f t e r the S c h m i d t v i s i t 

a n d be fo re y o u see G i s c a r d . The G r o u p m i g h t c o n s i s t o f y o u r s e l f , the 

C h a n c e l l o r , 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 , the L o r d P r e s i d e n t , the 

L o r d P r i v y Seal , S i r R o b e r t A r m s t r o n g , S i r K e n n e t h Couzens , 

S i r M i c h a e l P a l l i s e r and M r . F r a n k l i n . 
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3.	 Y o u m a y then w a n t to take the t h r e e pape r s i n the f o l l o w i n g o r d e r : 

(a)	 OD(79) 36: t h i s i s a c a r r y - o v e r f r o m the l a s t d i s c u s s i o n about wha t 


shou ld happen i f the U n i t e d K i n g d o m became an a b o v e - a v e r a g e G D P 


c o u n t r y . 


(b)	 The C h a n c e l l o r ' s paper QD(79) 3 5 on the 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 our 

c o n t r i b u t i o n . 

(c)	 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 ' s paper OD(79) 33 on o the r 


p o s s i b l e i n s t r u m e n t s o f p r e s s u r e . 


(a)	 The r o b u s t n e s s of the G D P c r i t e r i o n (OD(79) 36) 

4. A t t h e i r l a s t m e e t i n g (OD(79) 9 th M e e t i n g ) the C o m m i t t e e w e r e c o n c e r n e d 

l e s t we should cease to get any bene f i t i f ^ f o r any r e a s o n - o u r G D P pe r head rose 

above the C o m m u n i t y a v e r a g e . The C h a n c e l l o r of the E x c h e q u e r has c i r c u l a t e d 

a d e t a i l e d note by o f f i c i a l s . H i s c o n c l u s i o n now i s tha t the p o s s i b i l i t y of t h i s 

happen ing o v e r the nex t f ive y e a r s i s too s m a l l to j u s t i f y expend ing m u c h 

n e g o t i a t i n g c a p i t a l and tha t we shou ld t h e r e f o r e go f o r : 

( i )	 R a i s i n g the p r e s e n t 85 pe r cent t r i g g e r i n the F i n a n c i a l M e c h a n i s m to 

100 p e r cent of the C o m m u n i t y a v e r a g e , 

( i i )	 R e t e n t i o n of the t h r e e - y e a r a v e r a g i n g p r o v i s i o n . 

( i i i )	 A r e v i e w c l ause . 

( i v )	 A n a u t o m a t i c t h r e e - y e a r p h a s i n g - o u t a r r a n g e m e n t shou ld we n e v e r t h e l e s s 

go above 100 p e r cent . 

5. Y o u w i l l not wan t to r e p e a t the d i s c u s s i o n of l a s t t i m e and shou ld be able to 

e s t a b l i s h f a i r l y q u i c k l y w h e t h e r e v e r y o n e is now conten t tha t we shou ld nego t i a t e 

a long the l i n e s sugges ted by the C h a n c e l l o r . I f so, y o u w i l l be able to conc lude 

tha t the C o m m i t t e e endor ses the l i n e i n OD(79) 3 6. 

(b)	 E E C budget : c o n t i n g e n c y p l a n n i n g (OD(79) 35) 

6. The C h a n c e l l o r of the E x c h e q u e r has c o n s u l t e d the A t t o r n e y G e n e r a l about 

the scope f o r w i t h h o l d i n g our c o n t r i b u t i o n and to wha t ex t en t t h i s w o u l d pu t us on 

the w r o n g s ide of the l a w . He a rgues tha t u n t i l a f t e r the D u b l i n E u r o p e a n 

C o u n c i l we shou ld k e e p a l l op t ions open; and tha t m e a n w h i l e f u r t h e r w o r k shou ld 

be c o m m i s s i o n e d on the i m p l i c a t i o n s of s topp ing the U n i t e d K i n g d o m cheque. 
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7. The A t t o r n e y G e n e r a l ' s p r o v i s i o n a l adv ice i s set out i n A n n e x A to the 

C h a n c e l l o r ' s paper and s u m m a r i s e d i n p a r a g r a p h 6 of the m a i n pape r . He 

c o n s i d e r s tha t 

( i )	 I t w i l l be i m p o s s i b l e f o r us to a rgue s u c c e s s f u l l y be fo re the C o u r t t ha t we 

a r e e n t i t l e d to w i t h h o l d our c o n t r i b u t i o n s ( p a r a g r a p h 14 of A n n e x A ) , 

( i i )	 I f the C o m m i s s i o n took us to the E u r o p e a n C o u r t , under A r t i c l e 169, the 

C o u r t c o u l d m a k e a l m o s t i m m e d i a t e l y an O r d e r f o r i n t e r i m m e a s u r e s 

w h i c h m i g h t a l l o w the C o m m i s s i o n to w i t h h o l d p a y m e n t s due to us o r 

r e q u i r e us to m a k e the p a y m e n t s we w e r e seek ing to w i t h h o l d 

( p a r a g r a p h 22 of A n n e x A ) . 

( i i i )	 The p o s s i b i l i t y of a succes s fu l a c t i o n be ing b r o u g h t i n the U n i t e d K i n g d o m 

c o u r t s as a r e s u l t o f the w i t h h o l d i n g of o u r c o n t r i b u t i o n i s not n e g l i g i b l e ; 

and tha t i t w o u l d be unaccep tab le f o r the G o v e r n m e n t to c o n t e m p l a t e 

r e f u s i n g to i m p l e m e n t a j u d g m e n t g i v e n by a U n i t e d K i n g d o m c o u r t 

( p a r a g r a p h 21 of A n n e x A ) . 

( i v )	 We w o u l d s tand a be t t e r chance of success i n any p r o c e e d i n g s be fo re the 

E u r o p e a n C o u r t i f we took the i n i t i a t i v e by seek ing unde r A r t i c l e 175 to 

en fo rce a du ty on the C o m m u n i t y to m o d i f y the b u d g e t a r y p r o v i s i o n s i n 

o u r f a v o u r to b r i n g t h e m i n t o l i n e w i t h the bas ic o b j e c t i v e s of the T r e a t y . 

W h e t h e r such an a c t i o n w o u l d be succes s fu l i s i n the A t t o r n e y ' s v i e w 

doub t fu l ( p a r a g r a p h 11 o f A n n e x A ) . The T r e a s u r y has s ince p r o v i d e d 

(Annex B ) a note on the a r g u m e n t s we c o u l d d e p l o y . 

H A N D L I N G 

8.	 The C h a n c e l l o r of the E x c h e q u e r m i g h t be i n v i t e d to i n t r o d u c e h i s m e m o 

r a n d u m , and the A t t o r n e y G e n e r a l to g ive h i s v i e w s . T h e r e a r e r e a l l y two 

d i s t i n c t i s s u e s : 

( i ) Should we be w i l l i n g to c o n t e m p l a t e w i t h h o l d i n g a l l o r p a r t of ou r 

c o n t r i b u t i o n and face the s e e m i n g l y i n e v i t a b l e l e g a l consequences? The 

C h a n c e l l o r does not want to r u l e out a n y t h i n g a t t h i s s tage, but the 

A t t o r n e y G e n e r a 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 and the L o r d 

P r e s i d e n t of the C o u n c i l w i l l doub t l e s s a rgue a g a i n s t t h i s c o u r s e . 
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( i i )	 The m e r i t s of o u r s e l v e s appea l ing to the E u r o p e a n C o u r t t h r o u g h the 

A r t i c l e 175 p r o c e d u r e w h i l s t p r e s u m a b l y c o n t i n u i n g to pay . How does the 

A t t o r n e y G e n e r a l r a te ou r chances h a v i n g seen A n n e x B ? Un le s s they a r e 

r e a s o n a b l y good, we m a y f i n d tha t we end up i n a w o r s e p o s i t i o n than by 

c o n t i n u i n g to n e g o t i a t e . I f the C o u r t w e r e to dec ide aga in s t us we c o u l d 

no l o n g e r m a i n t a i n t ha t w i t h h o l d i n g was l a w f u 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 w i l l have v i e w s on the p o l i t i c a l i m p a c t o f such a 

c o u r s e and the dange r s i n o the r con tex t s e. g . f i s h o f ou r seek ing to 

e s t a b l i s h t h r o u g h the C o u r t tha t the C o u n c i l has a d u t y to ac t . 

C O N C L U S I O N S 

9.	 Depend ing on the d i s c u s s i o n y o u m a y be able to conc lude t h a t : -

U n i l a t e r a l l y	 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 p r e s e n t s v e r y g r e a t d i f f i c u l t i e s 

but a f i n a l d e c i s i o n should be r e s e r v e d u n t i l a f t e r 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 the m e a n t i m e , the C h a n c e l l o r of the E x c h e q u e r m i g h t 

cont inue to e x p l o r e w i t h the A t t o r n e y G e n e r a l the p o s s i b i l i t y of m o u n t i n g a 

case under A r t i c l e 175, w i t h a v i e w to p u t t i n g a f u r t h e r paper to the 

C o m m i t t e e be fo re D u b l i n . 

( c ) C o m m u n i t y budget : p o s s i b l e i n s t r u m e n t s of p r e s s u r e (OD(79) 33) 

10. The note by F C O o f f i c i a l s a t t a ched 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 ' s m e m o r a n d u m d i s c u s s e s a range o f l e g a l means o f p r e s s u r e . I t r u l e s 

out the e m p t y c h a i r as i n e f f e c t i v e ; p o i n t s out tha t o u r b l o c k i n g p o w e r i s m o r e 

dependable i f e x e r c i s e d i n c o n j u n c t i o n w i t h one o t h e r l a r g e m e m b e r stage; a s s e r t s 

tha t t h e r e w o u l d be r i s k s to our i n t e r e s t s i f we w e r e seen to abandon our p o s i t i v e 

c o m m i t m e n t to the C o m m u n i t y , o r i f ou r p r e s s u r e s r ebounded on us t h r o u g h o u r 

b i l a t e r a l r e l a t i o n s w i t h t h i r d c o u n t r i e s ; but shows tha t on c e r t a i n c o n d i t i o n s we 

c o u l d b l o c k o r d e l a y the 1980 and 1981 budgets and the 1981 C A P p r i c e f i x i n g , as w e l l 

as n u m e r o u s o the r m e a s u r e s of g r e a t e r o r l e s s e r i m p o r t a n c e to i n d i v i d u a l m e m b e r 

s t a tes . I t conc ludes tha t we need to a v o i d m a k i n g i t p o l i t i c a l l y i m p o s s i b l e f o r 

o t h e r G o v e r n m e n t s to get t h e i r own p u b l i c o p i n i o n to accep t conces s ions to us on 

the budget ; and t h a t , w i t h ou r l o n g e r - t e r m C o m m u n i t y i n t e r e s t s i n m i n d , we 

s h o u l d t h e r e f o r e do enough to s i g n a l o u r abso lu te d e t e r m i n a t i o n , w h i l e h o l d i n g out 

the a l t e r n a t i v e o f f u l l c o - o p e r a t i o n . 
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11. 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 ' s c o v e r i n g m e m o r a n d u m 

e n d o r s e s these c o n c l u s i o n s and r e c o m m e n d s a s e r i e s o f t a c t i c a l m o v e s i n l i n e 

w i t h t h e m : 

( i )	 We shou ld m a k e no t h r e a t s up to the end of the f i r s t day i n D u b l i n . B u t i f 

by t hen an accep tab le o u t c o m e i s no t i n s i g h t we shou ld d e m a n d tha t the 

E u r o p e a n C o u n c i l r econvene w i t h i n a m o n t h and tha t m e a n w h i l e the 

F i n a n c e / F o r e i g n A f f a i r s Counc i l s concen t r a t e a l l t h e i r e f f o r t s on f i n d i n g 

a s o l u t i o n i  . e. no o the r bus iness i s conc l uded , 

( i i )	 I f s u f f i c i e n t p r o g r e s s i s not made d u r i n g tha t p e r i o d o r i f no second 

E u r o p e a n C o u n c i l i s a g r e e d , we shou ld l e t i t be k n o w n e a r l y i n D e c e m b e r 

tha t we w e r e c o n s i d e r i n g e i t h e r s e l e c t i v e o r g e n e r a l o b s t r u c t i o n . T h i s 

t h r e a t shou ld be kep t open u n t i l the e a r l y s tages of the r e s u m e d E u r o p e a n 

C o u n c i l . 

( i i i )	 I f we s t i l l d i d not get o u r w a y at the D e c e m b e r m e e t i n g of the E u r o p e a n 

C o u n c i l , we shou ld c a r r y out o u r t h r e a t f l e x i b l y i n a way tha t w o u l d 

m a x i m i s e the u n c e r t a i n t y i n the m i n d s o f o u r p a r t n e r s w h i l s t m i n i m i s i n g 

the r i s k s to o u r own i n t e r e s t s . We shou ld t h r o u g h o u t s t r e s s ou r d e s i r e 

to r e t u r n to f u l l c o - o p e r a t i o n as soon as ou r budget p r o b l e m i s s o l v e d . 

H A N D L I N G 

12. Y o u m a y w i s h to i n v i t e 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 i n t r o 

duce h i s m e m o r a n d u m . T h e r e a f t e r the d i s c u s s i o n m i g h t be a d d r e s s e d to the 

f o l l o w i n g q u e s t i o n s : 

( i )	 I f an accep tab le dea l does no t e m e r g e i n D u b l i n , the C o m m u n i t y w i l l 

i n e v i t a b l y be i n c r i s i s . Is the idea o f r e c o n v e n i n g the E u r o p e a n C o u n c i l 

be fo re C h r i s t m a s the bes t way to esca la te the p r e s s u r e p a r t i c u l a r l y on the 

F r e n c h ? Should we c o n c e r t w i t h the I t a l i a n s ? 

( i i )	 How w i l l the t h r e a t o f o b s t r u c t i o n a f fec t o u r f r i e n d s ( i f any) and w i l l i t 

conv ince the o t h e r s of the need to g ive w a y ? 

( i i i )	 I f we have to c a r r y out o u r t h r e a t , shou ld we be s e l e c t i v e as 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 suggests o r w o u l d i t be b e t t e r j u s t to b l o c k 

a l l C o m m u n i t y m e a s u r e s w h i c h w o u l d i n c r e a s e o u r ne t c o n t r i b u t i o n ? The 
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l a t t e r w o u l d be d i r e c t e d to the p r o b l e m , s t i l l encompass m o s t m a j o r 

C o m m u n i t y a c t i v i t i e s i n c l u d i n g the 1980 and 1981 budgets and the C A P 

p r i c e f i x i n g , and be m o r e c o m p a t i b l e w i t h the G o v e r n m e n t ' s c o m m i t m e n t 

to the C o m m u n i t y . 

13. The L o r d P r e s i d e n t , the L o r d P r i v y Seal and S i r D o n a l d M a i t l a n d m a y a l l 

have adv ice to o f f e r on the bes t t a c t i c s . 

14. A p a r t f r o m t h r e a t s , t h e r e i s a l so the q u e s t i o n o f i n d u c e m e n t s . We have 

r e j e c t e d any n o t i o n of l i n k a g e s but i t m a y be h e l p f u l to o u r budget p r o b l e m i f the 

a t m o s p h e r e can be l i g h t e n e d by p a r a l l e l p r o g r e s s on o the r i t e m s at o r before the 

E u r o p e a n C o u n c i l . The d i s c u s s i o n e a r l i e r on the agenda of OD(79) 34 w i l l have 

shown w h e t h e r t h e r e a r e p r o s p e c t s f o r p r o g r e s s on f i s h . Y o u have s e p a r a t e l y 

d e c i d e d tha t we shou ld m a k e no m o v e on E M S f o r the t i m e b e i n g . O D ( E ) 

d i s c u s s e d ene rgy on 18th O c t o b e r and a g r e e d tha t , i f you so w i s h e d and though t i t 

h e l p f u l y o u c o u l d , w i t h o u t r i s k to o u r o w n o i l s u p p l i e s , l e t i t be k n o w n i n D u b l i n 

t ha t the G o v e r n m e n t w o u l d be r e a d y to take a l e s s r e s t r i c t i v e v i e w than i t s 

p r e d e c e s s o r s of the scope f o r l o n g - t e r m o i l supp ly c o n t r a c t s . The F r e n c h a r e 

l i k e l y to be i n c o n s i d e r a b l e d i f f i c u l t y and need our he lp on sheepmea t . Ou t s ide 

the T r e a t y t h e r e m a y be h e l p f u l t h ings w h i c h can be sa id to S c h m i d t and G i s c a r d 

about detente and defence m a t t e r s : these a r e be ing l o o k e d at i n the b r i e f i n g fo i l 

those m e e t i n g s . Y o u m a y w a n t to ask f o r sugges t ions 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 and the L o r d P r e s i d e n t ; but w i t h i n the T r e a t i e s we 

do no t appear to have any c a r d s of m a g n i t u d e excep t the p r o m i s e of c o - o p e r a t i o n 

i f t h i s i s s e t t l e d and the c e r t a i n p r o s p e c t of con t i nued o b s t r u c t i o n i f i t i s no t . 

C O N C L U S I O N S 

15. Subject to the d i s c u s s i o n y o u m a y be able to conc lude t h a t the C o m m i t t e e 

accep t s the r e c o m m e n d a t i o n s i n p a r a g r a p h 2 of OD(79) 33, and ag rees tha t any 

a v a i l a b l e i n d u c e m e n t s should be d e p l o y e d as n e c e s s a r y i n the A n g l o - G e r m a n and 

A n g l o - F r e n c h b i l a t e r a l s o r the E u r o p e a n C o u n c i l i t s e l f . The a c t u a l i m p l e m e n 

t a t i o n of any c a m p a i g n of o b s t r u c t i o n should be the sub jec t of a separa te d e c i s i o n 

by the C o m m i t t e e i n the l i g h t of the r e s u l t s of the N o v e m b e r E u r o p e a n C o u n c i l . 

J O H N H U N T 
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