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CHANCELLOR OF THE EXCHEQUER 

UK Net C o n t r i b u t i o n t o the Community E u d g e t 

1. Thank you f o r y o u r letter o f 8 J u n e . As you w i l  l now 

know from my minute o f the same date t o the P r i m e M i n i s t e r 

(PM/79 /51 ) I agree t h a t we s h o u l d l o o k most c a r e f u l l y at what we 

want to get from the S t r a s b o u r g E u r o p e a n C o u n c i l . I e n c l o s e 

a r e v i s e d t e x t , which I u n d e r s t a n d the P r i m e M i n i s t e r . h a s a p p r o v e d , 

o f the f o r m u l a t i o n we s h o u l d l i k e the C o u n c i l t o a d o p t . 

2. As r e g a r d s the s u p p o r t i n g arguments we s h o u l d u s e , I 

agree t h a t we s h o u l d not be at a l l i n h i b i t e d from making o u r 

p o s i t i o n c l e a r , p a r t i c u l a r l y s i n c e we have a much b e t t e r b a s i s 

f o r d o i n g so than o u r p r e d e c e s s o r s . E q u a l l y I t h i n k we s h o u l d 

a v o i d the e n t h u s i a s m they sometimes showed f o r s l a u g h t e r i n g 

o t h e r p e o p l e ' s s a c r e d cows. F o r t h a t r e a s o n I would p r e f e r t o 

a v o i d a l t o g e t h e r the argument about " j u s t e r e t o u r " e t c , 

by u s i n g t h e f o r m u l a i n the a t t a c h e d d r a f t . Of c o u r s e we b e l i e v e 

t h a t "those v . i th below average G.\P p e r head s h o u l d not be ne t 

c o n t r i b u t o r s t o the Budget" . But I do not b e l i e v e t h a t o u r 

p a r t n e r s w i l l i n f a c t be p e r s u a d e d t o s u b s c r i b e t o such a form o f 

words i n the European C o u n c i l c o n c l u s i o n s . Nor do I t h i n k t h a t 

we noec t r y to f o r c e them t o do s o . Nor too do I t h i n k we s h o u l d 

make any v e r b a l a s s a u l t on the concept o f the " a c q u i s corf l iunauta ire ' ' 

even i f t h e r e are t h i n g s about i t v h i c h we a r e d e t e r m i n e d t o 

change . As f o r " r e n e g o t i a t i o n " ^ Schmidt and G e n s c h e r have b o t h 

a d v i s e d s t r o n g l y a g a i n s t a p p e a r i n g to r e s u s c i t a t e t h a t u n l o v e d 

v o r d and I t h i n k they are r i g h t . 

3. I agree t h a t " r e s o u r c e t r a n s f e r s " are not a h e l p f u l 

c o n c e p t . "Convergence o f economic p e r f o r m a n c e " on the o t h e r 

hand i s Community i o r t h a n d f o r s a y i n g t h a t those w i t h below 
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a v e r a g e GNP s h o u l d make p r o g r e s s t o w a r d s t h e l e v e l o f l i v i n g 

s t a n d a r d s o f t h e o t h e r s , and t h i s i s a p o i n t t h a t we s h a l l f r o m 

t i m e t o t i m e f i n d we want t o make b o t h d i r e c t l y and i n d i r e c t l y . 

The i d e a t h a t t h e Community p o l i c i e s t a k e n as a w h o l e , and t h e 

Community Budget t h e r e f o r e i n p a r t i c u l a r , s h o u l d h e l p t o w a r d s 

t h i s aim has o n l y j u s t begun t o g a i n a c c e p t a n c e i n t h e Community 

and I see no harm i n u s i n g t h e p h r a s e i f i t h e l p s us t o c o m p l e t e 

t h e p r o c e s s . 


4. On t h e t h i r d p o i n t i n y o u r l e t t e r , I a g r e e t h a t t h e r e 

a r e s e v e r a l r e a s o n s why e x p a n s i o n o f Community e x p e n d i t u r e , 

even t o t h e net b e n e f i t o f t h e UK, wou l d n o t by i t s e l f be 

an adequate o r a p p r o p r i a t e s o l u t i o n . On t h e o t h e r hand, i t 

w i l l c e r t a i n l y be t o o v i g o r o u s l y opposed by t h e Germans and F r e n c h 

t o be c a r r i e d any f u r t h e r t h a n we would w i s h . So I doubt i f 

we need p u t o u r a l l i a n c e w i t h t h e I t a l i a n s a t r i s k by 

e m p h a s i s i n g o u r own o b j e c t i o n s t o i t . The e s s e n t i a l p o i n t i s 

t h a t , i f t h e r e  i s t o be any f u r t h e r Community e x p e n d i t u r e , we 

s h o u l d g e t o u r s h a r e . 


5. I am c o p y i n g t h i s m i n u t e t o t h e P r i m e M i n i s t e r , t o o u r 

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


e 
(CARRINGTON) 


F o r e i g n and Commonwealth O f f i c e 
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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 present 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 of the t h r e e member S t a t e s w i t h 

below-average GNP per head. In time, these d i f f i c u l t i e s 

should become l e s s s e r i o u s . Reductions i n a g r i c u l t u r a l 

s u r p l u s e s should reduce the cost of 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 budgetary burden and s h o u l d make i t e a s i e r 

to switch expenditure t o p o l i c i e s designed 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 u r g e n t l y r e q u i r e d t o ensure 

that the Community budget produces a f a i r balance 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 continue t o h i n d e r member S t a t e s w i t h below-average 

GNP 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 

to make pr o p o s a l s b e f o r e the end of September t o deal w i t h 

t h i s problem i n order t o permit 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 . 



