
CONFIDENTIAL 


PM/79/51 


PRIME MINISTER 


COMMUNITY BUDGET 


1. In the l i g h t of your v e r y u s e f u l t a l k w i t h P r e s i d e n t G i s c a r d y 

and of my own d i s c u s s i o n s w i t h the German F o r e i g n M i n i s t e r on the 

same day, t h e r e seems t o be a r e a s o n a b l e chance of g e t t i n g a d e c i s i o n 

out of the European C o u n c i l i n S t r a s b o u r g which g e t s the f i r s t s t a g e 

of our campaign f o r a f a i r d e a l on the Community budget o f f the ground 

i n an a c c e p t a b l e way. But the d r a f t i n g of the i n s t r u c t i o n t o the 

Commission which the C o u n c i l adopts w i l l be of c r u c i a l importance 

s i n c e the subsequent s t a g e s w i l l be h a r d fought both i n t h e 

Commission and between the member s t a t e s . 


2. The f i r s t element which the d e c i s i o n needs t o c o n t a i n i s t h a t 

the Community budget s h o u l d produce a f a i r b a l a n c e of c o s t s and 

b e n e f i t s t o a l l member s t a t e s . That i s a d i f f i c u l t p r o p o s i t i o n f o r 

o t h e r s t o argue a g a i n s t . 

3. But a second element i s e q u a l l y i m p o r t a n t . Our s u p p o r t e r s i n 
the Commission and our r e p r e s e n t a t i v e s i n l a t e r n e g o t i a t i o n s w i l l 
need some agreed g u i d e l i n e s as t o what r e s u l t s s h o u l d f l o w from the 

p r o p o s a l s which the European C o u n c i l c a l l s f o r . O t h e r w i s e the Fre n c h 

and Germans w i l l t r y t o fob us o f f w i t h minor p a l l i a t i v e s . On the 

o t h e r hand, i f we t r y t o go f o r too e x p l i c i t a statement t h a t we 

ought not t o make a net c o n t r i b u t i o n , we s h a l l f i n d t h a t i t i s not 

n e g o t i a b l e . So I t h i n k t h a t we must aim t o get i  t agreed t h a t 

Community p o l i c i e s t a k e n as a whole and t h e i r f i n a n c i a l consequences 


i * as r e f l e c t e d i n the Community budget s h o u l d not 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 

ieconomic performance. U n l e s s we i n c l u d e t h i s concept we have no 

b a s i s f o r a r g u i n g t h a t we ought t o emerge w i t h , p r e f e r a b l y , no net 

c o n t r i b u t i o n and, at the very l e a s t , w i t h a f a r s m a l l e r one than 

France or Germany. 


4. I e n c l o s e a d r a f t a l o n g t h e s e l i n e s . I f you and G e o f f r e y Howe 

agree, I suggest t h a t we s h o u l d t r y t o p r e p a r e the ground i n advance 
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so t h a t you have the b e s t p o s s i b l e chance of g e t t i n g agreement on 

such a d r a f t at S t r a s b o u r g . T h i s w i l l e n t a i l e a r l y c o n s u l t a t i o n 

w i t h the I t a l i a n s w i t h whom we need t o work c l o s e l y ; an attempt 

t o s e l l our d r a f t t o the Fre n c h P r e s i d e n c y who w i l l be p r e p a r i n g 

the d r a f t c o n c l u s i o n s o f the C o u n c i l (though w i t h o u t a g r e e i n g t o 

water i t down at t h e i r r e q u e s t ) ; some b i l a t e r a l c o n s u l t a t i o n w i t h 

the Germans as s u g g e s t e d t o you by P r e s i d e n t G i s c a r d ; and f i n a l l y 

t a b l i n g i n B r u s s e l s i n time f o r a l l governments t o r e c e i v e i t a day 

or two b e f o r e S t r a s b o u r g . 

5. I am c o p y i n g t h i s minute t o the C h a n c e l l o r of the Exchequer, 

the L o r d P r e s i d e n t , and S i r John Hunt. 


(CARRINGTON) 


F o r e i g n and Commonwealth O f f i c e 


8 June 1979 
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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 c e r t a i n 


member s t a t e s in ^ a c ^ r i ^ e v l n g the^Cojmnj^^ o f ^ c o n v e r g e n c e i n  ̂ 


economic performance. In time , t h e s e d i f f i c u l t i e s s h o u l d become 


?ess s e r i o u s as a r e s u l t of 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 


frhich w i l l i n t u r n reduce the c o s t of the CAP and make i t e a s i e r 


;o i n c r e a s e e x p e n d i t u r e on p o l i c i e s d e s i g n e d t o 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 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 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, 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 of 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 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 . 
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The European Council recognised that at present the 


f i n a n c i a l consequences of the Community budget create 


d i f f i c u l t i e s for two of the three member States with below­

r  f V l Q' i v'
average GDP per l r i l i n i m]jiTr"''  " p — ^ - — 


In time, these d i f f i c u l t i e s should become les s serious. 

Reductions i n a g r i c u l t u r a l surpluses .should reduce the cost 

of the c.a.p.# vriii rh iiii 11 i n i t s e l f ^ l i g h t e n the budgetary 

burden and sho uld make i t easier to ^aniLaASM expenditure •>*s'T* 

p o l i c i e s designed to reduce r e g i o n a l d i s p a r i t i e s . Meanwhile 

solutions are^required to ensure that the Community budget produces 

a f a i r balance of costs and benefits 'In 1M1 i' 'Tin rnmmnni t'Jr-ni, 

i n p a r t i c u l a r , does not continue to hinder member States with 

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 performanc^ The European Council i n v i t e d the 

Commission to make proposals before the end of September to 

deal with t h i s problem i n order to permit decisions to be taken 

at the next European Council i n Dublin. 


