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PRIME MINISTER 


You w i l l have seen P e t e r C a r r i n g t o n ' s l e t t e r t o me j 

o f June 1 2 t h , e n c l o s i n g the t e x t of a f o r m u l a t i o n on 

t h i s s u b j e c t f o r the European C o u n c i l . 


2. I und e r s t a n d t h a t t h i s t e x t was approved by you 

s u b j e c t t o my comments. I have agreed t h a t , s i n c e time 

i s so s h o r t b e f o r e S r . A n d r e o t t i ' s v i s i t , the t e x t s h o u l d 

be put t o the I t a l i a n s f o r t h e i r r e a c t i o n s as i t s t a n d s , 

though w i t h the caveat t h a t i t might s t i l  l be amended. 


3. Indeed, I t h i n k t h a t the t e x t goes a l o n g way towards 

meeting the p o i n t s r a i s e d i n my l e t t e r of 8th June. I t 

c o n t a i n s a number o f p o i n t e r s w h i c h , i  f adopted by the 

C o u n c i l , c o u l d be ver y u s e f u l i n the d i f f i c u l t t a s k o f 

f o l l o w - u p : n o t a b l y , r e c o g n i t i o n by the C o u n c i l t h a t t h e 

Budget i s c r e a t i n g d i f f i c u l t i e s f o r the UK and I t a l y ; 

the n o t i o n s t h a t t h e Budget s h o u l d be e q u i t a b l e and s h o u l d 

not c o n t i n u e t o h i n d e r the economic performance o f member 

s t a t e s w i t h below-average G.D.P p e r head; and a c l e a r 

i n v i t a t i o n t o the Commission t o propose s o l u t i o n s i n good • 

time f o r d e c i s i o n s at the next European C o u n c i l i n Dublin.'^ 


4. However, I s t i l  l have some d o u b t s , both on substance 

and on t a c t i c s , which are not e n t i r e l y r e s o l v e d by the 

arguments i n P e t e r C a r r i n g t o n ' s r e p l y t o me. My doubts 
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are r e i n f o r c e d by P r e s i d e n t J e n k i n s ' remarks at the F o r e i g n 

A f f a i r s C o u n c i l on 12th June, r e p o r t e d i n Luxembourg 

t e l e g r a m no.97. 


5. F i r s t on the substance of the t e x t . Though I u n d e r s t a n d 

the t a c t i c a l i n t e n t i o n , I d i s l i k e the s u g g e s t i o n t h a t " i n 

t i m e , our 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 " by 

r e d u c t i o n of a g r i c u l t u r a l s u r p l u s e s : our case i s s u r e l y 

t h a t our Budgetary s i t u a t i o n i n the Community i s s e r i o u s , 

i n e q u i t a b l e and w o r s e n i n g , and t h a t CAP a djustments are o n l y 

part_ of any s a t i s f a c t o r y s o l u t i o n . A l s o , the p r e s e n t d r a f t 

s t i l l seems too l i k e l y t o encourage those who w i l l t r y t o 

buy us o f f on the e x p e n d i t u r e s i d e of the Budget, which may 

s u i t the I t a l i a n s , but won't s u i t us. I am d o u b t f u l about 

the impact of the statement of the o b j e c t i v e as "a f a i r 

b a l ance of 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 

would p r e f e r t o see some s p e c i f i c r e f e r e n c e t o the i n e q u i t y 

o f our n e t c o n t r i b u t i o n , and t o the need t o l o o k f o r s o l u t i o n s 

on both s i d e s of the Budget. 


6. Second, on t a c t i c s . As I have s a i d , i t would be good 

t o secure F i n a n c e C o u n c i l r e c o g n i t i o n o f our problem, i n 

s p e c i f i c t e rms, and a c l e a r d i r e c t i v e t o the Commission t o 

produce p r o p o s a l s a c c o r d i n g l y . However, i  f those terms 

prove too c o n t e n t i o u s , the r e l u c t a n t or h o s t i l e elements 

at S t r a s b o u r g may be encouraged t o b l u r them or water them 

down i n d i s c u s s i o n or d r a f t i n g , and t h i s may, d e s p i t e t h e 

most de t e r m i n e d e f f o r t , be d i f f i c u l t t o p r e v e n t w i t h o u t 

the f u l l s u p p ort of the P r e s i d e n c y and a v e r y c l e a r d i r e c t i v e 

t o the o f f i c i a l d r a f t i n g groups. You may c o n s i d e r , t h e r e f o r e , 

t h a t i  t would be wise t o have a v a i l a b l e at S t r a s b o u r g a 

s h o r t e r f a l l - b a c k t e x t (not t o be r e v e a l e d beforehand t o 


/any o t h e r member 
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any o t h e r member s t a t e ) which would p r e s e r v e the e s s e n t i a l 

minimum o f the o r i g i n a l t e x t . T h i s e s s e n t i a l minimum, I 

would j u d g e , would be the t h r e e sentences annexed. 


7. I s h a l l have the o p p o r t u n i t y t o comment more f u l l y on 
P e t e r C a r r i n g t o n 1 s l e t t e r at 0D(E) on F r i d a y . 

8. I am s e n d i n g c o p i e s o f t h i s minute t o P e t e r C a r r i n g t o n 

and o t h e r c o l l e a g u e s on OD(E) and t o S i r John Hunt. 


(G.H. ) 

[Approved	 by the C h a n c e l l o r and 


s i g n e d on h i s b e h a l f ] 
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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 of 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 per head. 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 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 

^to 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 problem i n o r d e r t o pe r m i t d e c i s i o n s t o 

be t a k e n at the next European C o u n c i l i n D u b l i n . 



