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I. Now that I have finished my tour of capitals and after our
meeting in London this morning, I think it might be useful

for me to set out how the Commission and I view prospects

for this week's European Council.

Whilst sharing some of your fears concerning the uncertainties

that surround the outcome of our discussions and the diverging

views held by our governments on a large number of issues, we

are convinced that the London meeting really can produce

meaningful results.

At this time of political tensions and deep-seated economic

and social difficulties, it is absolutely essential that the

European Council should have a significant and successful

outcome. Failure would discredit the European idea and diminish

the authority of Heads of State and Government. Success would

prove that Europe is indeed capable of providing at least part

of the answer that our countries and citizens are awaiting
with growing impatience. This would then create the conditions

for a new dynamic progress.

It is clear from the preparatory discussions within the Council

and the Mandate Group that our ten governments, like the
Commission, accept that the decisions to be taken must be

comprehensive and that broadly equal progress must be made on

three points : revitalizing the Community, reforming the

common agricultural policy and solving the budget problem.

This, aside from the political will to succeed which we take

as read, is the first condition for success.
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The second condition relates to the possibility, in the limited

time available in London, of formulating a set of political

guidelines which are clear enough to do more than simply

camouflage disagreements by woolly drafting and which will

stimulate continued discussion and an early conclusion. We

feel that this second condition could be fulfilled as long

as one respects the role of the European Council which is not

to settle the detail but to adopt the line which will guide

later work.

Discussions within the Council give the Commission reason to

believe that a consensus could be found along the general lines

indicated in the second part of this letter. To our way of

thinking these provide the skeleton of a balanced political

agreement which would rule out ambiguity and help to keep

subsequent discussions moving.

But this presupposes that the European Council will also adopt

a binding timetable, with a short deadline, for winding up

discussions and taking decisions (end of February) and a

working procedure under which the General Affairs Council would

meet as frequently as is necessary and at political level to

ensure that we maintain a global approach. In doing so the

European Council would only be opting for a procedure that

has been used before to good effect. The next European Council

could then consider how far its instructions had been complied

with.

This is how we see the general balance of an

overall agreement :

1. Let us begin with the common agricultural policy, the central

issue in the Commission's view. It is here that opinions

differ most and suspicions abound.

Political agreement should be sought on the following lines :

The European Council would stress that the common agricultural

policy has been a success and confirm its willingness,twenty

years on, to adapt it without interfering with its three basic

principles.

The European Council would adopt general guidelines to shape

the future development of the common agricultural policy :



• Development would be based on a prudent pricing policy where
justified by market conditions, and on a hierarchy of pricesdesigned to improve the balance of production.

• Guarantees would be modulated, in a manner that might vary fromproduct to product, in sectors where better control of productionis the goal; allowances would be made for the position of
poorer farmers and the less-prosperous regions.

. The Community would pursue a more active commercial policyin relation to exports and a more careful policy in relationto Community preference for imports of agricultural products,processed products, and Mediterranean products. This wouldbe done while honouring our international commitments and
within the context of our aim to narrow the gap between
Community prices and prices applied by other leading exporters.

. An integrated policy for the less-favoured areas of the Mediter-ranean region would be introduced gradually to deal with theirspecific commercial and structural problems.

. Stricter discipline would be applied to state aids.

The application of these guidelines should help to hold theincrease in agricultural spending below the increase in theCommunity's own resources, as has been the case in the lasttwo years.

2. The prospects of an agreement on Community policies other
than the common agricultural policy seem much brighter. It
is clear from the draft conclusions of the British presidencythat views converge on many important issues. This being so,it should be relatively easy to identify the main lines ofa Community strategy to be pursued simultaneously in a numberof areas in tandem with national policies. These areas are
monetary affairs; industrial adjustment and renewal; energy;research and development and technological innovation; socialand regional affairs; and the Community's borrowing and
lending capacity, which should be increased so as to help
promote economic convergence.

It would then be possible to adopt a timetable for furtherprogress in the form of decisions to be taken on the basisof Commission proposals.



3. Once the key role of a reformed common agricultural policyis confirmed and the need for a qualitative leap forwardon other policies is recognized, we are convinced that asolution to specific budget problems could be formed.
All the work accomplished since presentation of the Commission'sreport is in line with the Mandataof 30 May 1980, which set outto solve the budget problem by developing or adapting Communitypolicies, and the common agricultural policy in particular, whileleaving the underlying principles intact.

The measures now being devised cannot be expected to produceresults overnight. For this reason, the European Council couldagree in principle to financial measures to compensate theUnited Kingdom. These would have to be taken for a number ofyears without affecting the Community's financial system.
The level of compensation would be fixed each year on thebasis of actual data, using a method which incorporated anobjective indicator.

The cost would be shared on the basis of an ad hocscale tobe adopted by the Council. This would reflect the Community'spolicy of solidarity with the less prosperous Member Statesand take account of the largely political arguments advancedby the Federal Republic of Germany.

A solution along these lines could be abandoned in due coursewithout any aftermath.

These, then, are the ideas I was anxious to share with you onthe eve of the European Council which will be of exceptionalimportance. It is this factor which has led me to let you knowexactly where the Commission stands.
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ourssincerely,

) Gastor E. THORN


