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1.0 DO\V]:--UN3 STREET 

EUROPE AN COUNCIL 

28 l'.JCl_Y 1980 

Tbp. Prime ~hnister met the T'oreign and Common,,:ea l th Se cr e tary, 
tl1E~ Cb~nc(!llor of the Exchequer and the \linister of Agriculture tilis 
morn ing to discuss th e present p08i tion on outs Landing CO!llmtll1j ty 
issues and to se~t l e the l ine to be taken at the working dinn er ~ith 
Si gno~ Colombo this even in g a nd at the Foreign Affairs Coun cIl 
tomorrow . ?,lr . Franklin was a l so present. Th e meeL ing had br;f ore j_'c 
M)' . )<'ranldill I s minute of 27 May 1980 . 

FAH~) PRICES - --

The hlj,nister (·f Agriculture said that the French hud now told 
t Ile Commission t;1a t they wer8 propos in g to introduce n at icnCll u. i 6.s 
\'I11ich \'l oulcl give the ir farmers prj ce increases trat were 8quj,'v'al en t 
to the figures agreed by the Eight . The Cormnission we re :j}';'81y to :''''': 
l~li.ar; 'i,;1ey nee de d more informati on about the Fre!1ch projJosa1 s and 
,,"e. ,t e d !;()re time to consider them. Nonet heless, the }ndi c8.1.io:1s '..: -..:::: 
tll ...::. t tlv:: French wo uId introduce natiorJal aids at. l.he end o f' 1.he !~ J :'-l . : . 
We should make it clear that actio n of this kind by F:cance \i'ou J,d t.
contr ary to the Treaty of Rome and th a t if the French ";ent 8.!lcad, '_ne 
con seque n ccs for them wou ld be very ser iou s . We shou ld do al} ·.','e 
could to rally our part!1erS against the Fre nch and not l et Them s:i~-: ~' ~.:: 
aeJ]uie sce in u ni lat e ral action by France . If we did nothing, fr ", i ;'-:-~ 
woul d b e Sf'en by thc r est of the Communi T. ; to be get ting :l'.',' qy wit!: ;:: 
again an d our general posi ti o n in relation to our othe r partners ~o~ : ~ 
j,nevitably be weakened, with i mp lications fdr the negotiations on 
OTher i ss u es . 

I t was pointed out in discuss ion th a t if the French acted il !e~~:: 
on national aids as \~ll as on sheep meat, this would make i t easier 
for us to withhold our VAT contri but ion . 

UK . BUDGET CO~TRIBuTIO~ 

The Ch a n ce 1101' of the Excr.cc!uer sa i C!. t h2.t h e lwd h?d a nLl1n:i e::- 0:
use ful bj,lat e:' s, J m~etings in th :~ mar;"ns· of 1:;1e p1'2\-ious cl2..~:' s :':cc::':: c: 
of ECOFIN. Her r La h:1Stein had told h:i::· t hat Gf'rmany's in -Sel'n8.1 
blld ;-~,?t~tl' ~\" ~!~-~ 9 '·)~ ·? f"1 \:.-[""~S n()t ~~, 11 ~:"' ~~_ : ~"':-·_ · I.L~"\ -; ·-· I=-·· ·r::~::\.. " (' -~) :-':'(~I :- :2:: ;' -~: 
i S~3l lC 0: tllC !"'Il i.~.j.sh t:':.l,~t~e .... COl1L::.~iJi.. l --':"'-'J: : a ~·;~il)Pl ... · , >!-! "-:.l:" ~ · ~·~'.~:~·_I 
tir,18 of the Fec:r;ral elecc io ns would lJL' ~_liff i c u: '.: LJ:' The G~ ~'!l~Jns 
not impossible. Signor Pandolfi hu.d -r01,:: h iD t.ll:1\.: i: there \':2.S 1.1) 
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a IJudget settlement lasting three years) the figure for the ftrst 
year would h(lVC to be hj [1"))e r 1han 538 meua (lnd he had menU Ol1ud a 
fig~re of 600 meu~ . H0 ~3S ~lso doubtful whether a figure ,couJd b~ 
fixed for 1982. At th s Co uncil m8eting itself nobody had seriously 
cri ticised the Con;missj un's paper and they had agreed that j, t sho:..t~ d 
be submitted to the Fo)~ign Affairs Council as a basis for discuss~ c~ , 
Although our aim of a ~cLtlemen t l(lsting three years was ackno~le~=,~. 
the me et ing had echoed Si~nor Pandolfi's doubts about the feasibilj:~ 
of settling on 8. fir,ure .for the third year. NO-Dne , however, thou.; :--i: 
that any agreement could apply to 1980 only. There was increasin g 
concern in the Council about the inevi table collision between the l '~ 
V1-\T ceiling, the growth of C,\P expendi ture and the problem of sol\'i:,;
the issue of our budget contrjbution . Other members of the Counc~l 
appeared to accept the need for all to share in the ris]-s of furt ): <:: r 

:growth in the bud get and in discussing the Dutch r efund-based n.P})]' 02.c.::', 

to the problem of our contribution, they had recognised the need fO l' 

indexation. He hel d developed this idea since the r'1eeting of the 
Coun cil and had now worked out the outline of a scheme which provided 
a refund indexed in line with growth of the Community Budget (the 
Chan cellor gave his col l eagues at this point a note of the figures 
for the scheme). Al though our partners would almost certaj nly r e;8. :' c. 
the scheme as too favourable to us, it might be worth introducin g 
into the negotiations at some point. 

Mr. Franklin said that there was likely to be considerab Je 
dif ficulty in getting a precise figure agreed for 1982, whatever solu:: 
We went for, because of the uncertainty over how much room there \'.ou~~ 
be wi thin the 1% VAT ceiling. Tbere would j n any case have to be <_ 
major review of the Community's finances sO:TIe timp durj,ng the n e xt. 
18 months. Fer these ren.sons j, t might sui tour i11-:erest s bett2r to 
have a formulation which required the Commission to propo se a fit;~!'e 
for the third year taking account of the outcome of any gener8.1 j' ~'::, 
of the Community's fjnanciaJ arrangements , but wi.th a commitment 1:'~~ 

if there was no comprehensive solution our net ccn~ribution in 1952 
should be limited in the same way as that for 198 1. 

The Foreign and Common\malth Secretary said that he was not cl: ::. __ 
sure that there would be a serious discussion of our budget probl c~ 
at the Foreign Affai.rs Council. Monsieur Francoj,s -Poncet would nD ::' :;c 
present , and it >JW seemed likely that Herr Genscher would not be 
there either. ~~011etheless, \\'e should make it clear that we were r --=~.'':: '" 
to try to make progress towards a solution . 

In di scussion it \\'as agreed tllat the Forejgn and Common\\'ea l1-h 
Secretary 's opening posi t.ion should be the proposal we h ad rnacle il1 
Luxembourg (line 2 of the table attached to ~r . Franklin's minute o~ 
27 ~lay). If our partne rs showed any readiness to come tow2.rd.3 us, ;":.~ 
should be ready to move to ~!r. Jenkins' figure of 586 meua for 1 0.:), 
though t he corresponding figures for 198 1 an d 1982 sbo u ld be brrsec :~'-' "
on line 8 of the table attached to ~lr. Franklin's minute bu-r on t:,,:;, 
72% formula of line 6. It was j,mpor1:ant that our net contributio f' 
should not rise above 700 meun in anyone year. It might make dis
cussion in the Council too complicated to floa-r the Chancellor of '~;: e 
Exchequer's n ew formula and it \wuld be better therefore not to U5'"7' , -

at tl1is st~be . 

lIt was agreed that 

C ('I rI ! ,- , i' - J':::-~ (~-:;-;-- ,;, 
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c It was arrecd that if therD was no progress at the Council ~nd 
if the Fl'C nclJ we.. n L. a 1-)0 ad wi L h L he in t rocluc t i on o.r n at ion al aj. rls, \':e 
s b 0 U 1 d n (; c cl tor ...: s p 0 n d q u j c I: ~. ;. . 0 n e po S s ib i lit Y was t 0 imp 0 s e 
levies on iriljlOrl~:; .fl o m rr a nc c Lo compensate for the dj. sD.clvantages 
to wbich i\"C would b ,; f"i lt n ~Ljona ll y by Fr e nch levie s on Brj.ti s h 
sheep meat a nd b y "Lh(· rr neh Gove rnment's assjstance to th e ir 
farm e r s . There mi r ll C. howe ~e r , be a numbe r of difficulties a bout 
proceeding in. this \Va,,; and there was agre emen t that it would b e 
better to rC3spond to i IlpgaJ Fren c h actj ons b y wi thholdi.ng our VAT 
contribution to the COITllTiuni ty L~udget. The Cabinet Office sho uld 
look u rge n tly at the possibilt ty of delayin g b y two or three days 
our VAT contr ibuU .on for ;'.1 ay , j.f thi s had not already b een paid o~;er. 
A ste p of tl1:i s k.i, lld ,,:o u ld not come as a surprise to our p art ncrs , 
since t11e FOj"(~ ign. rend Common\,:c-; alth Secretary h ad warned Comm unit y 

:i\mbassadors the p:t:evj.ous cl ay that if the French did anything ilh:gal, 
we ~oul d withhoJd . 

SHEEP l·.iEA'r 

It was agre e d that there conld b e no agreemen.t on a sheep meat 
r egime wi t heut a settlement of t h e budget problem . Moreover , the 
Prime :Ilinister would be seeing ~,]r . Mu ldeon. at tbe weekend a nd thel'(O! 
could not therefore be an agreelnent on s beep meat before then . The 
Minist e r of i\griculture should acccrciingly exp lore at the i\griculture 
Council l ater today a system of variable premia for the Un:i.ted 
Ki n gdom and Irels.nd . IIe sho uld also seek to establisb hOI\" j. twas 
proposed to dispose of surplus sheep meat that would re s ul t from any 
int e rvention in France. 

FISH 

Th e hlinister of Agriculture sa i.d that the British fishing i nd us t · 
was now in an eXIJ l osive fl':1.me of mind, and if any text de a lin g wit :1 
princ iples lnl;ntioned equ ;:~l .leces ':; , there was likely to b e an oute r:: . 
The wording whi c h we had pu ~ to the German.s oug ht to satisfy th em , 
thougb they would prob:-J,hly not accept it becau se they want e d some 
recognitior: of the comm j tment to e qu a l a ccess at l east outside the 
12 mile limj. t. Because the phrase " equ:::tl conditions of acc.ess" 
appeared in Article 2 of th e basic fisheries r egul at ion which had bce ~ 
codi fied and agre2d by the l ast Governmen~ in 1976, we were on WE 0 k 
l 8ga l ground in seek ilJ g a formula which did not me n tion equal ac C'~ ss . 

Mr. Franklin said that the Fr e n ch \t!e '~e now lining up wi t h the 
Germans on f::. s h. Germany \\·as try in g to pre-judge j.n their 0Ii"!1 £8.\· o ~;:: 
the negotiat ion on a fisheri es a greement whic h would inevitably tl8.~ 2 

to take place. Tbey were seeking now a movement of subst ance on our 
part which would go beyond eit h e r ef the two formulae set o ut in tis 
minute. We could not agree to that . We were simply tryin g to pr ese r~ ~ 

our existing position prior to th e negotiation . 

The Prime ~.!in iste r said that fish \\·as a major poli ti ca l i ssue 
if it we nt wrong, co uld l ead to our event ual withdrawal from the 
COnmllll1 i t y . 

':. \ ~ ' . -t, 6 " _ ..... _ 

I t \':as n'·:]'cp d ~h::1.t a t tb e Forej~n :\ffairs Council tho> ?or c: i :- ~ ' . 
Cornmol1\'.·0::tl i11 S ,-~ cr , [. .11.; should not mo~'~~ from the form of ","0:.' ( :::3 v;ili . .. 
the ~Li.n';'ster of AGriculture h a d put to the Germans in bilat era l 1.. 3. L : . .:· . 
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~EET I N~ \'lITH S rmmn COJ,O~lf30 
It was agTe<.:!cl that the line to be taken with Signo:' ColorllDo 

later today was 1..0 t el ] l1jm that we were st ill seoking a settlement 
l ast in g t 11 reo Y'(',I1'8 2 n~' cmhody in g th o kin d of ne t con tr i but ion \':hi ch 
we h ad indicated (1.t Lu::emuourg , We s hould make it clear th3t if a 
sati s:iactory sotU(~lnei1':; was not i'c ac hed, the Community wo uld be 
facin g a very serious crisis . We' should also let Sj gno r Col ornLlo 
kno w that we were t otall~ opposed to any French plan to introduce 
naU onal aids [or their fanners t:ind that if France \','ont do',\'11 this 
road, i t would be necessary to r espo nd immediately . If he presse d 
u s on the need to ret=tch agreement on sheep meat and fish in 
parallel witl1 moveme n t towards a budget sett l oment, we should explai~ 
to him the efforts we were con tinuing , to mak e . 

I am sendjng copies of thi s l et t e r to Martin Hall (Treasury), 
Garth Waters ( Mi ni s try of Agriculture) and David Wright (Cabjnet 
Office ). 

Paul Lever, Esq ., 
Foreign and Commonwea lth Office . 


