POST-STUTTGART NEGOTIATIONS: CONFIDENTIAL DISCUSSIONS WITH
THE FRENCH AND GERMANS

I should report that yesterday I had a confidential
J
discussion in Paris with Monsieur Morel of the Elysee. I took

the opportunity to float the idea that we might have a better

R

chance of solving the problem of budget inequity if, while

acknowledging our differences of principle, we also looked

now at the figuring. I suggested that a possible solution
.

might include:-

- a high limit for Germany, possibly higher than their
current uncorrected net contribution, because the
prime German requirement was that there should be
some limit and that their budget contribution
should be predictable;

the net contribution of France and the United Kingdom
———————%

at the outset should be_broadly similar. It is

interesting that, in reporting to Monsieur Attali
and without prompting from me, Monsieur Morel

suggested that the figures for a corrected net

contribution for each country might be about
+
v

500 million ecu, ie not very different from our
‘_ﬁ -

proposal in the safety net document.

2. The French were attracted to the idea that if we could

reach some sort of understanding about the figures which would

(=]

from the final scheme, this would greatly improve the

f all member states (and

of obtaining

objective ing a greater part of the burden

T
lief to the

/3.
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3. Any understanding between France, Germany and the

United Kingdom needs very careful handling but I do believe

that it would be in our interest to explore this further

now with the French and with the Germans.

4, T should underline that this initiative does not mean
any change in our existing proposal (the safety net setting
a 1limit on net contributions). It is essential that we

continue to state, both at the Anglo/German summit and

elsewhere, that the net contribution is the best measurement

e

of the budget inequity and that we need the scale of relief

set out in our paper. The purpose of the separate discussions

with France and Germany is to persuade them that the relief

can be financed in a way which we could all accept. ZFor

this reason, we have sketched out in the attached note the

line which the Prime Minister might wish to take witt

S

Chancellor Kohl on this point at the bilateral summit

next week.

5. I am sending copies to Brian Fall (FCO), John Kerr (Treasury)

and to Sir Robert Armstrong.

4 November 1983
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POST-STUTTGART NEGOTTATIONS: THE BUDGET INEQUITY

Iine to take with Chancellor Kohl on 8-9 November

We must try to move towards a budget solution before Athens.

Otherwise the European Council risks getting bogged down.

2 I agreed with President Mitterrand that we should have bilateral
—

talks with his people for this purpose. I think you and I should

do the same. The aim would be that France, Germany and the
United Kingdom should try to agree the broad outline of a

solution which all three of us can work for at Athens.

elements would be:

the United Kingdom and France would make net

contributions of about the same size;

(ii) Germany to have a limit too, but higher because
———— ey

you are richer.

Your proposal in the Preparatory Group has helped to get some

: _
movement into the negotiation. But the French (and others) don't

of it - the Commission's modulated VAT. And we

the other - using the Danish expenditure gap as the

. 1 D T
the size of the problem.

4, TUnder your proposal, you would have a relatively low 1imit (1900-
2200 million ecu) and a high exposure to growth in your

uncorrected net contributi I believe that you and

the French could agree if you would accept a hi

a lower €3 ure to 1 growth,
—
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