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P R I M E M I N I S T E R 

C o m m u n i t y B u d g e t 

The p a p e r we have p r e p a r e d fo r W e d n e s d a y ' s d i s c u s s i o n se ts out the 

q u e s t i o n s to be c o n s i d e r e d i n d e c i d i n g what m i g h t o r m i g h t not be a n a c c e p t a b l e 

o u t c o m e at D u b l i n . Y o u w i l l w i s h to take the m e e t i n g t h r o u g h t h e m and h e a r 

what the o t h e r s p r e s e n t t h i n k . T h e C h a n c e l l o r of the E x c h e q u e r has p r o b a b l y 

got h i s s ight set on a r e d u c t i o n of be tween t w o - t h i r d s and t h r e e - q u a r t e r s , but 

w i l l be e s p e c i a l l y c o n c e r n e d to e n s u r e that we do not m a k e a n o t h e r m i s t a k e and 

that th i s t i m e the s o l u t i o n s h o u l d be s u f f i c i e n t l y r o b u s t to be c e r t a i n of w o r k i n g 

i n any f o r e s e e a b l e c i r c u m s t a n c e s . T h e F o r e i g n and C o m m o n w e a l t h S e c r e t a r y 

m a y be m o r e i n c l i n e d to se t t l e f o r , s ay , a h a l f now w i t h p r o m i s e s about a f u r t h e r 

r e d u c t i o n i n the fu tu re . Y o u w i l l have y o u r own v i e w s , and y o u need not 

n e c e s s a r i l y r e v e a l at t h i s m e e t i n g p r e c i s e l y what y o u r own s t i c k i n g po in t s w i l l 

be : a n o t h e r m e e t i n g j u s t be fo re D u b l i n m a y be n e c e s s a r y ( e s p e c i a l l y as the 

C h a n c e l l o r w i l l not be at D u b l i n ) . B u t you w i l l need to d e c i d e i n the l i g h t of 

t h i s m e e t i n g what i s and i s not l i k e l y to have the suppor t of y o u r c o l l e a g u e s ; and 

how m u c h and w h e n to t e l l y o u r c o l l e a g u e s i n C a b i n e t of y o u r i n t e n t i o n s . 

2. The gap be tween ou r m i n i m u m r e q u i r e m e n t s and what the F r e n c h and 

o t h e r s a r e w i l l i n g to concede w i l l ^ b ^ ^ i ^ . We sha l l p r o b a b l y be o f f e r e d a new 

F i n a n c i a l M e c h a n i s m , but m u c h m a y t u r n on the q u e s t i o n w h e t h e r the C o m m u n i t y 

c a n adapt e x i s t i n g me c h a n i s m s to g ive us what we need , o r w h e t h e r we have to 

seek to be d i r e c t l y c o m p e n s a t e d fo r o u r l o w r e c e i p t s . O n l y the B e l g i a n s have so 

f a r s h o w n any d i s p o s i t i o n to go that f a r : r e l u c t a n c e on the p a r t of the r e s t w i l l 

be s t r o n g and d e e p - r o o t e d . One p o s s i b i l i t y w h i c h has been m o o t e d but i s not 

dea l t w i t h i n the p a p e r i s some k i n d of s p e c i a l fund o r l u m p s u m fo r a s p e c i f i c 

p r o j e c t o r p r o j e c t s of benef i t to the U n i t e d K i n g d o m . W h e t h e r , i f o f f e r e d , t h i s 

w o u l d be w o r t h l o o k i n g at w o u l d depend on how b i g the s u m w a s ; fo r how l o n g i t 

w o u l d be a v a i l a b l e , ' and w h e t h e r i t c o u l d be t i e d i n w i t h e x i s t i n g r a t h e r than new 

p u b l i c e x p e n d i t u r e . We do not have to r u l e t h i s out; o u r p a r t n e r s m a y w e l l be 

r e l u c t a n t to p r o p o s e i t . 
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3. E v e n i f the p r o s p e c t s fo r a s u c c e s s f u l o u t c o m e i n D u b l i n a r e u n c e r t a i n , i t 

w o u l d be w r o n g to c o n c l u d e now that we s h a l l f a i l . N o - o n e i s i n any doubt about 

y o u r d e t e r m i n a t i o n and o the r G o v e r n m e n t s w i l l o n l y now be s e r i o u s l y a p p l y i n g t h e i r 

m i n d s to how fa r they a r e r e a l l y p r e p a r e d to go. One of the f e a t u r e s y o u m a y l i k e 

to r a i s e i s the p r o b l e m of how l i t t l e we a p p e a r to have to of fe r i n r e t u r n . We do 

not need to nego t i a te on the budget o the r than on i t s m e r i t s , o r to see i t a s p a r t of 

a b a r g a i n ; but we have to face the r e a l i t y of the fac t that o the r G o v e r n m e n t s w i l l 

have to j u s t i f y to t h e i r P a r l i a m e n t s and p u b l i c o p i n i o n g i v i n g s o m e t h i n g up i n o u r 

f a v o u r . T o do that , they w i l l n e e d to po in t to s o m e t h i n g they have got out of u s . 

T h i s G o v e r n m e n t has a l r e a d y h a d to p r o m i s e a m o r e c o n s t r u c t i v e E u r o p e a n 

c o m m i t m e n t to get e v e n as f a r as we h a v e . On the s p e c i f i c i s s u e s , y o u r u l e d out 

at y o u r m e e t i n g on 17th O c t o b e r s a y i n g any th ing on E M S . B u t I w o n d e r w h e t h e r 

y o u s h o u l d not r e c o n s i d e r i n c l u d i n g s o m e w o r d s i n the D u b l i n c o m m u n i q u e of the 

k i n d y o u have a l r e a d y u s e d p u b l i c l y i  . e. that i t i s the G o v e r n m e n t ' s o b j e c t i v e to 

j o i n E M S but that the t i m i n g w i l l need to be a m a t t e r fo r d i s c u s s i o n w i t h o u r 

p a r t n e r s . O n the C A P  , y o u c o u l d s u b s c r i b e to i t s i m p o r t a n c e f o r the C o m m u n i t y 

w h i l e s t i l l c r i t i c i s i n g the s u r p l u s e s (we s h a l l s t i l l have the 1 p e r cent V A T c e i l i n g 

as a m e a n s of h o l d i n g down the c o s t ) . Y o u w i l l not want to have f i s h e r i e s b rough t 

up at D u b l i n but y o u m a y be p r e s s e d b i l a t e r a l l y by G i s c a r d to guaran tee h i s t o r i c 

r i g h t s f o r h i s B r e t o n f i s h e r m e n . A n d he m a y need y o u r h e l p on s h e e p m e a t . A s 

y o u k n o w , O D ( E ) has been l o o k i n g at the e n e r g y c a r d but so f a r has not c o m e up 

w i t h any th ing of r e a l p o s i t i v e m e r i t . T h i s i s p a r t l y out of a n a t u r a l d e s i r e to 

s a f e g u a r d our own p o s i t i o n f i r s t , and p a r t l y because of the d i f f i c u l t i e s that w o u l d 

be c a u s e d w i t h the A m e r i c a n s and the J apanese i f we gave the r e s t of the E E C 

p r e f e r e n c e o v e r o the r I E A c o u n t r i e s . "With d e v e l o p m e n t s i n I r a n , the r e s t of the 

C o m m u n i t y w i l l be m o r e w o r r i e d than e v e r about p r i c e s and s e c u r i t y of s u p p l i e s . 

U n l e s s we can show s o m e u n d e r s t a n d i n g , we s h a l l have N o r t h Sea o i l t h r o w n at us 

as a r e a s o n w h y we s h o u l d s h o u l d e r the budget b u r d e n . 

4. If i t b e c o m e s c l e a r that no s o l u t i o n i n D u b l i n i s p o s s i b l e , O D has a g r e e d 

that the next s tep w o u l d be to i n s i s t on ano the r e a r l y m e e t i n g of the E u r o p e a n 

C o u n c i l . T h i s w o u l d be u n p r e c e d e n t e d , and w o u l d c e r t a i n l y m a r k the s e r i o u s n e s s 

of the c r i s i s . Y o u w o u l d need to m a k e i t c l e a r that , so f a r as we w e r e c o n c e r n e d , 

the r e s t of T V  I P r.omrpnniry' qVrr . y wnuld bo in tii«ppngp' an the s o o n e r the y 
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E u r o p e a n C o u n c i l r e c o n v e n e d , the b e t t e r . T h e r e m i g h t be a d i s p o s i t i o n to i n v i t e , 

s ay , M r . L y n c h and M r . J e n k i n s to s e a r c h for an a c c e p t a b l e c o m p r o m i s e i n the 

m e a n t i m e : we c o u l d h a r d l y ob jec t . The i m p o r t a n t t h ing w o u l d be to keep up the 

p r e s s u r e . T h e o t h e r s w i l l not r e l i s h the p r o s p e c t of a p r o l o n g e d c r i s i s , and n o r 

s h o u l d w e . E v e n i f the T N  F has gone w e l l at the N A T O C o u n c i l , we s h a l l not 

want to see W e s t e r n E u r o p e p r e o c c u p i e d w i t h an i n t e r n a l c r i s i s . The S o v i e t 

U n i o n w i l l be o n l y too r e a d y to e x p l o i t such a s i t u a t i o n . A n d the c l o s e r we get 

to the G e r m a n and F r e n c h e l e c t i o n s , the h a r d e r i t w i l l be fo r t h e m to m o v e . 

5. T h i s sugges t s that ou r t a c t i c s s h o u l d be d i r e c t e d at ge t t ing a s o l u t i o n i f 

p o s s i b l e b e f o r e the end of the y e a r but at l e a s t as e a r l y i n 1980 as p o s s i b l e . It 

w o u l d be u n d e r s t o o d by o u r p a r t n e r s , even i f u n w e l c o m e to them, that d u r i n g t h i s 

p e r i o d we w o u l d be u n c o - o p e r a t i v e . T h e r e a r e C o u n c i l m e e t i n g s on r e s e a r c h and 

t r a n s p o r t i n e a r l y D e c e m b e r . We c o u l d stop any th ing b e i n g s e t t l e d . We c o u l d , 

i f we so w i s h e d , p r e v e n t the C o m m u n i t y adop t ing any f u r t h e r m a n d a t e s f o r 

n e g o t i a t i o n s w i t h S p a i n and P o r t u g a l (a l though that w o u l d l e a d to p r e s s u r e on us 

f r o m those count r ies ) . We w o u l d not be ab le to p r e v e n t the a d o p t i o n of the 1980 

budget and i f we w e r e to p r e v e n t p r o g r e s s on f i s h e r i e s we r i s k r u n n i n g up a g a i n s t 

a d v e r s e r u l i n g s f r o m the C o u r t . B l o c k i n g d e c i s i o n s to r e g u l a t e the s t e e l 

i n d u s t r y i n 1980 w o u l d a l s o be a g a i n s t o u r i n t e r e s t s . G o i n g in to 1980, we c o u l d 

t h r e a t e n to i n v o k e "the L u x e m b o u r g c o m p r o m i s e " to p r e v e n t any i n c r e a s e i n f a r m 
— — 1——— i - — ^ 


p r i c e s (for w h i c h the p r e s s u r e next s p r i n g i s l i k e l y to be g r e a t e r than l a s t t i m e ) . 

In h i s O D p a p e r , the F o r e i g n and C o m m o n w e a l t h S e c r e t a r y r e c o m m e n d e d a 

g r a d u a t e d r e s p o n s e w i t h a s e l e c t i v e p o l i c y of o b s t r u c t i o n . If i t w e r e a g r e e d that 

we s h o u l d go for an e a r l y s e t t l e m e n t , t he re w o u l d be s o m e t h i n g to be s a i d f o r 

s i m p l y b l o c k i n g a l l f o r m s of new e x p e n d i t u r e f r o m w h i c h we w o u l d not benef i t . 

6. C h a n c e l l o r S c h m i d t ' s r e a c t i o n to what you t o l d h im was that we w e r e 

pu t t ing ou r m e m b e r s h i p at s t ake . Some of y o u r C a b i n e t c o l l e a g u e s r e a c t e d i n 

the s a m e w a y . It m a y w e l l be t r ue that f a i l u r e to f i n d a r e a s o n a b l y s a t i s f a c t o r y 

s o l u t i o n of the budget p r o b l e m w o u l d e v e n t u a l l y b r i n g the q u e s t i o n of c o n t i n u e d 

m e m b e r s h i p b a c k to the c e n t r e of the B r i t i s h p o l i t i c a l stage - s o m e t h i n g w h i c h ou r 

p a r t n e r s i n the C o m m u n i t y w o u l d l i k e to a v o i d as m u c h as the G o v e r n m e n t w o u l d . 

B u t that i s a v e r y d i f f e r e n t m a t t e r f r o m t h r e a t e n i n g to p u l l out i f we do not get 

ou r w a y . I doubt w h e t h e r t h e r e w o u l d be a m a j o r i t y i n the C a b i n e t for that c o u r s e , 
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and I a l s o doubt w h e t h e r i t w o u l d be v e r y e f f ec t ive as a t h r e a t to o u r p a r t n e r s . 

So the be s t a n s w e r to C h a n c e l l o r S c h m i d t (and o t h e r s who m a y take the s ame l i n e ) 

i s that B r i t a i n wan t s to be a good and w h o l e - h e a r t e d m e m b e r of the C o m m u n i t y , 

and has no i n t e n t i o n of l e a v i n g ; and that we t h e r e f o r e i n t e n d to p r e s s our case 

f r o m w i t h i n : to s i t i t out and , i f n e c e s s a r y - of c o u r s e we hope i t w o n ' t be ­

m a k e l i f e a w k w a r d for e v e r y o n e e l s e . When G e n e r a l de G a u l l e was d i s s a t i s f i e d , 

he d i d not l e a v e the C o m m u n i t y but he b rough t i t to a s t a n d s t i l l . H i s e m p t y c h a i r 

t a c t i c p r o v e d to be the w r o n g one: we c a n a c h i e v e the s a m e r e s u l t as e f f e c t i v e l y 

and w i t h l e s s r i s k to o u r own i n t e r e s t s by r e m a i n i n g i n ou r p l a c e and b e i n g as 

b l o o d y - m i n d e d as we k n o w how. T h i s w o u l d be v e r y v e x a t i o u s fo r o u r p a r t n e r s , 

but i t w o u l d be e x t r e m e l y d i f f i c u l t fo r t h e m to e v i c t u s . 

7. We s h o u l d not h o w e v e r r e v e a l any of t h i s before D u b l i n . T o do so w o u l d 

d e s t r o y any chance we m i g h t have of p o c k e t i n g what i s on o f fe r at D u b l i n and s t i l l 

c o n t i n u i n g to a rgue the t o s s o v e r the r e s t . 

R O B E R T A R M S T R O N G 

13th N o v e m b e r , 1979 
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