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EUROPEAN COUNCIL

s It now looks as if the key to success at the European Council:
will be how we handle the French. I submit the following notes in
case the question arises at the Prime Minister's meeting this
afternoon.

2 Giscard will in the end agree to a formula on the budget, if
only because he told the Prime Minister that he would. The question
is how far he will want to water it down and what price he will
extract for his agreement. Judging by what happened at the last
two European Councils in discussion of convergence, Giscard (and others)
will want the formula to remain ambiguous, so that it leaves maximum
room for manoeuvre and bargaining over the question of what problem
is to be solved and who is responsible for action. A tough drafting
session is in prospect, both at official level and, very probably,in
the European Council itself. £ &
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The danger is that he will also want concessions over agricultural
prices. This could be very difficult indeed. We cannot forecast

the situation at the end of the current Agricultural Council and

may have to brief on Thursday. But the chances of agreement by |
then are less than even; and Giscard will be tempted to apply |
additional pressure in Strasbourg.
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: 2 If this happens it will confront us with a serious problem in !
‘ both domesticpolitical and Community negotiating terms. Assuming }
\ that Mr Walker has deployed our full negotiating margin and that the }
| French still want substantially greater price increases,I think the |
1 Prime Minister will have to teke a chance and call Giscard's bluff |
\ (if it is one). To accept over-all price increases greater than

2.1% (Mr Silkin's achievement last year) or to accept any increase

at all in the dairy sector would be difficult to defend domestically.

Within the Community such concessions would also be very damaging:

(a) it would let down the Commission after they had at last
steeled themselves to fight for a virtual freeze. They
would not do so again. ; % y

(b) more generally, if we cannot win a near-freeze in this
year's circumstances we shall never do so. :

(e)

(a)

6. My view is 1
prices would be
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