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MESSAGE FROM THE PRIME MINISTFR TO CHANCELLOR KOHL

Thank vou for your message about the European Council.
look forward very much to seeing you in Stuttgart and I am
extremely anxious that the meeting should be a success both for

you personally and for the Community.

The discussion of future financing will of course be at
the centre. I hope that the Stuttgart meeting will be able to make

real progress and lay down a tight.timetable and framework for

the detailed negotiation which must follow.

The key issue is the problem of budget imbalances. The
Commission have proposed a scheme for modulated VAT which would
go some way to reducing the problem, but other measures will
certainly be necessary. In addition to the devélonment of cost-
effective Community policies in fields other than agriculture
some kind of safety net scheme will be needed to ensure that no
Member State is again put in an unacceptable situation. Such a
scheme would enable Member States to consider new proposals for
Community policies on their merits and not have constantly in

mind whether they would increase their financial burden.

The UK and Germany have always taken the lead in calling for
better financial discipline in the Community, particularly over
CAP expenditure. Most other Member States now recognise the need
for action in this field. I hope that we can now get acceptance
of the need both to set a binding limit on the rate of growth of
CAP expenditure, so that it increases markedly less than own resources,
and to take the necessary measures in the agricultural sector to

keep expenditure within this limit.

I know that a number of Member States, and the Commission,
believe the case for new own resources is already clear. I am
afraid I am not so convinced and I could not agree to any form of
prior commitment to increase own resources. I can see no case
for such an increase while there is no effective discipline on

CAP spending and no lasting solution to budgetary imbalances.

/ As well as
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As well as dealing with the long term problem, the Stuttgart
European Council must agree on a settlement of the interim problem
for the UK until the lasting solution is in place. I was greatly
heartened when at our bilateral meetings both in February and in
April you showed so much understanding of our need to get this
problem resolved during the German Presidency. Now that the British
people have shown yet again that they are in favour of Community
membership, the need to resolve the immediate difficulty over the
budget and so fulfil the promises made by the Community in May
and October last year and again at the March Furopean Council this
vear, is all the more pressing. I can see no other fair and
reasonable basis for a settlement than the two-thirds principle

which underlay the earlier agreement of 30 May 1980.

Given the failure by Foreign Ministers to get to grips with

this issue. I fear that we have no choice but to do so ourselves,

so that our agreement in March to include the figures for 1983
in the draft 1984 budget can be carried out. If the Community
fails to implement this clear commitment, as well as those made
earlier, a most serious situation will arise, and we shall have
no alternative but to react to it in such a way as to safeguard

our interests.

I very much hope that our Stuttgart meeting will take the
decisions which are necessary to the positive outcome we both
want.




10 DOWNING STREET

From the Private Secretary 15 June, 1583

European Council

Following yesterday's meeting here
on the European budget, the Prime Minister
decided that she should send messages to
Chancellor Kohl and Mr. Lubbers.

I enclose with this letter texts
approved by the Prime Minister and should
be grateful if you would arrange for their
delivery.

I am copying this letter and enclosures
to John Kerr (Treasury), Robert Lowson (Ministry
of Agriculgure, Fisheries and Food) and
Richard Hatfield (Cabinet Office).

R. Bone, Esq.,
Foreign and Commonwealth Office
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- i a», Thank you
a+80 for your message about the Stﬁttgart European Council. I
look forward very much to seeing you bheﬂ, and I am extremely
anxious that the meeting should be a succeSs both for you

personally and for the Community.

2+ I very much hope the European Council w&ll give ® further
impetus to work on the internal market, ing¢luding that on
insurance. I hope it will also be able to reach agreed
conclusions on environmental questions in¢luding our joint view
that the Comunity should move quickly tOﬂérdS unleaded petrol. We
should like t0 see the Genscher/Colombo proposals for a Solemn
Declaration adopted. And I hope the Eu;ﬁpean Council will lend

its weight to the unblocking of the enlérgement negotiations on
/

agriculture. |
JJ.
|

3. The discussion of future financing/will of course be at the
centre, IThere is, I know, much common/ ground between us on the
right way to approach the long term n gotiationl I hope that the
Stuttgart meeting will be able to maké real progress and to lay
down a tight timetable and framework for the detailed negotiation
which must follow.

4. The key issue 1is the problem of budget imbalances!@hich has
so bedevilled the Community's development in recent years, The
Commission have proposed a scheme for modulated VAT whicﬁAwould go
some way to reducing the problem, but other measures will
certainly be necessary. -We~%héak~%het~in addition to the
development of cost=effective Community policies in fields other
than agriculture some kind of safety net scheme will be needed to

ensure that no Member State is again put in an unacceptable
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situation. Such a scheme would enable Member States to consider
new proposals for Community policies on their merits and not as—at
present-to have constantly in mind whether they would increase

their financial burden.

5. The UK and Germany have always taken the lead in calling for
better financial discipline in the Community, particularly over
CAP expenditure. I-am-pleased that Most other Member States now
recognise the need for action in this field. I hope that we can
now get acceptance of the need both to set a binding limitatdienm on
the rate of growth of CAP expenditure, so that it increases
markedIY.lﬁi? than own resouisgs, and to take the necessary
measures e+ agricultural pediey to keep expeqdfiure within this
limitation. i

6. I know that a number of Member Stqtés, and the Commission,
believe the case for new own resourcgg is already clear. I am
afraid I am not so convinced and Igéould not agree to any form of
prior commitment to increase own;fesources. I can see no case for

such an increase while there igfno effective discipline on CAP

spending and no lasting solugion to budgetary imbalances.

7. As well asLFhe long tafqa the Stuttgart European Council must

agree on a settlement of;%he interim problem for the UK until the

lasting solution is in place. I was greatly heartened when at our
bilateral meetings botﬁ in February and in April you showed so
much understanding of/our need to get this problem resolved during
the German Presidency. Now that the British people have shown yet
again that they are [in favour of Community membership, the need to
resolve the immediate difficulty over the budget and so fulfil the
promises made by the Community in May and October last year and
again at the March European Council this year, is all the more
pressing. I can see no other fair and reasonable basig for a
settlement than the two-thirds principle which haa:§§3223a+n the

earlier agreement of 30 May 1980.

Given the failure by Foreign Ministers to get to grips with
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this issue, I fear that we have no choice but to do so ourselves,
so that our agreement in March to include the figures for 1983

in the draft 1984 budget can be carried out. If the Community
fails to implement this clear commitment, as well as those made

earlier, a most serious situation will arise, and we shall have

no alternative but to react to it in such a way as to safeguard

our interests. :
rd

I very much hope that our Stuptgart meeting will take the

decisions which are necessary to fhe positive outcome we both
{

want .




10 DOWNING STREET
15 June, 1983

From the Private Secretary

The Prime Minister has asked me to
thank you for your letter of 14 June con-
taining a message from the Chancellor of
the Federal Republic of Germany about the
agenda and organisation of the European
Council meeting at Stuttgart and your
letter of 15 June containing a further
message from Chancellor Kohl about the
problem of damage to forests caused by acid
rain.

The Prime Minister has this morning
sent a reply to the first of these messages.
The second will, of course, be carefully
considered before the European Council
meeting in Stuttgart.

His Excellency Dr. Jurgen Ruhfus, K.B.E.




