5

| CONFIDENTIAL |

s DOCTHENT IS THE PROPERTY OF HER ERITANNIC MAJESTY'S GovERMENy

w(80) 57
5 October 19e0

COPY No ’:“1
CABINET
DEFENCE AND OVERSEA POLICY COMMITTEE
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Note by the Secretary of the Cabinet

1, The attached Report by Officials is circulated for discussion at the
Committee's next meeting. It was prepared by the Official Steering Committee
on Furopean Questions and has been considered by a group of Permanent Secretaries

under my chairmanship.

2, The main purpose of the Report, whose conclusions are summarised in
paragraphs 64 to 72, is to get an initial steer from the Committee on our broad
objectives for the longer term restructuring review to which the Commnity is
Pledged as a result of the 30 May settlement, and on the various means that
might be pursued to attain those objectives, as a basis for exploratory contacts
¥ith our partners and the Commission. It concentrates on the medium term but
Tecognises that immediate issues, notably next year's agriculture price fixing
ad the jmminent exhaustion of the Community's financial resources will be highly
fele“nt- Both of these create potential bargaining levers which ML) B8 v ery
“ortant in securing our restructuring objectives. How they might best be

by %
adled tactically will be the subject of further papers.

~=C Kingdom objectives (paragraphs 12 and 13)
3
Our broag objectives in this review are clear =

: . g i bndg
to achieve a lasting solution which will bring our g

contributi on permanently o & Tevel 1 ertainly no higher and if poasible
lover than that resulting from the 30 May settlement, and will avon‘i our
{thin the Community;

e h
*Htritution being a recurring source of friction Wi

41, CAP).
to Teduce the resource cost of the Common Agriculture Policy (

¥
[CONFIDENTIAL |

66

57‘
68
639

70
.

-_—

iy 14




| Je

CONFIDENTIAL

It is difficult to formulate our objectives with more Precisioy 3
thig

U g

stage, until the progress of discussions with our partmers giveg
’

jdea of what it may be practicable to achieve.

Means to the objectives
4, The Report discusses various means by which the objectives o
e

achieved -

i. changing the pattern of Community expenditure, Teducing the
proportionate cost of the CAP (paragraphs 22-37 and 68) ang incregs
1y

the amount of non-agricultural expenditure (paragrabhs 38, 39 and
ii., changing the pattern of Community own resources (Paragraphs U

iii, the introduction of corrective systems which do not change poligjy

but adjust their budgetary effects (paragraphs 57-62 and 71),

These are not necessarily altermatives: it seems likely that the eventusl
solution will be a package of measures reflecting some kind of balance of th
conflicting interests of member countries., We shall need to be ready in
discussions with our partners to consider all the options available, with:
sharp eye open for our objectives and interests and a careful eye also up"

the aims and interests of our partners as they emerge.

) O redned the cost of the CAP, there are broadly two possible appros
Price restraint, particularly on products in surplus, and quantitativ®

limitation. We have argued forcefully for price restraint, oT e fﬂ,!e
products in surplus, and we should continue to do so in the x‘esmmmrmi;n:!
discussions. Our ability te lock price increases is an importas® wf; t
lever for us, +

; . WD
whose effectiveness we must preserve; and oS do'ng 4
528 |

281 s

at which prices increase will certainly be one of the means of ke sait
of the CAP within bounds. But our pursuit of this line will zeed ¥
- eng,tinl

3 by the thought that, now that there is no secpe 0T °

- en

Our own farmers for restraint in CAP prices by means of g7¢
= - SR d;
; ~mm°“v‘ British farmers (whose net income has T 1
seriously in real terms) will be as reluctant as Continent?

to envisage tota] freezes on prices; and

2 L
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b, by the disadvantages that would ensue for Our general negotiatin
position if this were allowed to become , too early in the e, 4
pajor issue on which we might find ourselves in a minority of enme

and in some sort of confrontation with the rest of the Community;

thitative limitations on production could be a means of helping
to keep down the cost of the CAP without relying on price restraint
alends and we should certainly be willing to discuss them;

but ﬂ]ey
do have serious drawbacks,

6. As regards non—agricultural expenditure, the line taken by the French
and Germans in the recent Budget Council shows how difficult it will be to
retain even its present share of the total in the face of pressure from
rising CAP costs and the constraint of the 1 per cent ceiling, But it will
be an important object of policy for us to increase the proportion of the
budget that is available for non-agricultural expenditure from which we

can benefit, and we should explore the more promising areas identified in

paragraph 38 of the Report.

7. As to changing the pattern of own resources, making the VAT contributions

progressive (ie relating them in some way to relative national weal th)
would suit us, but is likely to be negotiable only in the context of
agreement to raise the 1 per cent ceiling. An oil import levy could also
be arranged to suit us, so long as the United Kingdom remained a substantial
0il producer, although the gain on our net contribution would depend on how
high a share of the receipts we could get. But unless compensating offsets
could be found it would add to industrial costs, particularly in energy-
intensive industries.

8,

As to corrective systems, (paragraphs 57-62 and 71) a direct budget

3djus tment, mechanism could be an attractive: answer to our problem,

?ither °n its own and bearing the whole weight or as & supplement to ch?ngea
2 the pattern of Community etpend'itm:e. But it would probably be oueibls
for ug oy to lead with this sort of suggestion: 1t should be possible to
‘-‘rrange for it to emerge in the course of discussiom falloyjug: et the-
ldeag floateq by President Giscard and Chancellor Schmidt in the discussions

"8 WP to the 30 May agreement.

3
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d tactics

9.

The Report and subsequent official discussions of jt Suggest &
at

a. We must preserve the effectiveness of the strong b"ghini
we enjoy in the 1981 price-fixing and our insistence op the |

VAT ceiling (though we may want eventually to move op that 4
context of an otherwise satisfactory settlement),

g Loy,
Per tny
the

b. We should encourage and participate fully in a “’ide‘l‘anging
discussion, and we should not at this stage regard any OPtion ag

available for consideration. The mutually acceptable solutiong y;

1l
emerge more easily if we have been seen to be reasonably OPen-ningy,
and keen to find solutions which make sense for the Community a4

whole, as well as meeting our own requirements.

c¢. We should try to avoid getting into an 8 to 1 confrontation,

preferably at all and certainly for as long as possible.

d. We should take advantage of the improvement in our relations vii
the French to explore with them, as well as with the Germans, vher
our interests are shared and where they conflict. There are Sifs
of modification in the thinking both of the French and of the Gersath
and we shall have interests in common with both of them - P“ﬁf"ml't
in our refusal to contemplate breaching the 1 per cent VAT ceilm&l“
and in some quarters in reducing the cost of the CAP. But fher® :‘
also be important differences: they are likely to be interested

. of pri¢t

dealing with the problems of products in surplus by means bt
) ; the

rises offset by co-responsibility levies biased against d to rosis

and more efficient producers - a system which we are boun!

thef
P
10, Pinally_, if Ministers endorse the gemeral approach of the t,w‘"

ce the G°vemmw.

will wish to consider the next steps. The importan priff
to thi ; in the 107"
S exercise has already been stated publicly egy i W0
: P 8l

Seal!

: : what
be premature for us to announce precise proposals now: vha

te

s statement to the House following the 30 May settlemen's ne®
1
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jod of private bilateral discussion with gur partners, The forthcoming

glo-German Svmmit will provide an important opportunity to influence

Pel‘

An|
German thinking at the top level, and we hope to have Preparatory contacts

yith them beforehand. We also need to begin talking at officia] level to
other member states and the Commission to explore ang influence thinking
st an early stage. Although the Commission are not due to report wntil
pext June there are signs that the Dutch who hold the Presidency during the

sirst half of next year will try to accelerate the timetable,

Signed ROBERT ARMSTRONG

Cabinet 0£¢5ce

3 October 1980
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COMMUNITY STRATEGY: RESTRUCTURING THE COMMUNITY BUDGET
F Drft Report by Officials

L lN-rRODUCTION

|, The agreement concluded at the 29/30 May Foreign Affairs Council, besides
providing for specific reductions in the UK's net contribution to the Community Budget
for 1980 and 1981, included the following paragraph. "For 1982, the Community is
plédsed to resolve the problem by means of structural changes.  (Commission mandate
to be fulfilled by the end of June 1981. The examinatior -should concern the
development of Community policies, without calling into question the commen financial
responsibility for these policies which are financed from the Community's own resources,
or the basic principles of the common agricultural policy. Taking account of the
situations and interests of all member states, this examination will aim to prevent the

recurrence of unacceptable situations for any of them.)"

2. This report examines the background against which the restructuring negotiations
will take place (Section II); discusses what the UK's aims might be (Section III); describes
the approach to the 1 per cent VAT ceiling and the broad choices it presents (Section IV);
considers the various routes by which restructuring could be achieved (Sections V-VII)
examines the feasibility of a Community-wide system of direct budget adjustments
(Section VIII) and suggests conclusions for consideration by Ministers (Section IX). While
it identifies a number of major negotiating situations which will arise in the Community
over the next 18 months, it does not attempt to deal with the tactical handling of them,
Which will be the subject of separate papers. A

I,
3

THE NEGOTIATING SCENARIO
The relevant landmarks are -

& the German Federal election, October 1980
b the Anglo-German Summit, mid-November 1980-
the Anglo-Italian Summit, 24-25 November 1980
:’;Iic Possible Commission proposals for economies in the Common Agricultural

¥ (CAP), November/December 1980

i
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e.

Commission proposals for and decisions on 1981/82 CAP Price i
1981 %;_

f the French Presidential elections in April/May 193]

Lw p

Commission proposals for restructuring - by June 193]

‘ h. establishment of 1982 Budget - July or September 98]
. [ i. the | per cent VAT ceiling might be reached say during the second g
‘ ‘ 1981 d
:
_ { Jo decisions needed before December 1931 on the budget arrangements fo 1,
! : UK for 1982
J - . k.  CAP price-fixing, spring 1982.

L 4. It seems probable that the negotiations will fall into three main phases as folos
but a crisis arising on the 1981 CAP price-fixing or on the establishment of the i
Budget could change the timetable -

i. A preparatory and exploratory phase lasting until the Commission propos
appear in final form by the agreed deadline of end June 1981. All membersi®
including the UK will want to use this period to do their own basic homewark*

influence the Commission's thinking and to explore each other's positions:

y on pilate®®

ik

i ii. A preliminary negotiating phase, probably still centred primaril a
‘ contacts, lasting to about October 1981 or perhaps longer. This may b

in which the Community reaches the VAT ceiling.

i . ii. The decisive negotiating phase, mainly in the Council, but al
Involving the European Council as well, which may last beyond the &

most e
dof 198
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. is likely to coincide with first the Luxembourg and then the
ase .

Dutch Pres; .
with the UK Presidency (June- esidency;

December 1981), followed in 1982 by the

Ph
Phases ll. '
gelgian and Danl

and iii.
sh Presidencies.

-_
5, Other areas of Community business could impinge on the restructuring
negotiationse Our partners are currently looking for progress on fisheries, but provided 67
agreement is reached by the end of the year there is no reason why fisheries should get e

caught Up in the restructuring exercise. It is conceivable that we wil] come under

pressure, particularly from the Germans, on North Sea oil as the price for meeting our
aims on restructuring, although this did not happen in the 30 May settlement. It is also

_
conceivable that a link could emerge between our joining the EMS exchange rate
mechanism and restructuring. %
6. ~Apart from these possibilities, the French, and perhaps others, may seek to use fo -
restructuring to delay progress in the enlargement negotiations. But even those with the
interests of the acceding countries most at heart will not be prepared to let the t 70
applicants in on the restructuring negotiations or to give absolute priority to S8R™
enlargement. The prospect of enlargement may serve to put pressure on our partners to -_—
complete restructuring before Spain and Portugal add to the Community's problems. The 7 I
accession negotiations will thus complicate the work of restructuring but should not B
seriously delay it. 59
- -

w Though formally separate, the 1981 agricultural price-fixing will play an important 72

’ —
%actical role in relation to the restructuring exercise. The coincidence of the price-
fixing with the French Presidential election might offer opportunities for us or for other - 50— 73
member states to exert bargaining leverage in one direction or another. We shall need To . i
feconcile our approach to the price-fixing with the Government's broader economic h
Policies and oyr longer term interest in reforming the CAP as part of the restructuring 6l 2
eview, Following the price-fixing, the establishment of the 1982 Community Budget e 78

‘:’"’d Prove impossible to achieve without policy changes, particularly in the .CAP, wh::h
190: ! became bound up with the restructuring negotiations. The negonatxon.s on the 4
o, Price-fixing could influence the later stages of the restructuring exercise.

62 75
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the gains or losses they might
economic problem facing the Community all member states wij| pe inﬂuenc h
ed

need for domestic financial retrenchment. The following table, whjch shows

[CONFIDENTIAL |

The Objectives of other Member States
8 In principle we may expect our partners' approach to restructurin

get from it. So long as inflation contin

g to
be fou,
ues to 2

2 . Ihee "
position of each member state in relation to both budgetary and non'budgetary tr:I
2 iy,
will be the starting point. i
TABLE 1: ESTIMATED RESOURCE TRANSFERS
million EUA
Budgetary Budgetary Non.
Commission forecast Post Budgetan
1981 settlement** Transfers
(based o
as % GDP 79 figure
UK -2200* ~0.6 -730 -0
Germany -1400 -0.2 -1970 =380
France - - -447 +50
Italy 800 0.3 571 -13%0
Netherlands 600 0.5 506 80
Belgium 600 0.9 526 -2
Denmark 600 ] 559 +640
Ireland 700 5.0 687 LA
Luxembourg 300 n.a 299  (included with&
Greece likely to gain gan
EC(10)
4 ' 7gelt
Spain likely to gain Tlost
Portugal gain
EC12
* Before adjustment sl
S
** After UK refunds se reful

made in 1982,

in respect of 1981, though in practice most of the

4
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Although it is too soon to be sure what oyr partners'

re are grounds to suppose that they may be on the followi;
e g s
“ rned to reduce their net contribution,

9.

specific objectives will be,
ng lines. The Germans may

Je conce . if necessary through the imposition of a
ling on net receipts; and to retain the | per cent VAT ceiling. The
ce

; : Y seem willing to
sntemplate changes in the CAP. It remains to be seen,
c

T - however, whether they are
" ity concerne d with limiting their share of its cost eg by developing Co-responsibility

evies, Of whether they are ready to accept more fundamental changes.

she FDP/SPD coalition is, and may remain, somewhat ambivalent;

The attitude of

a CDU administration
would be no less sensitive to farming interests. The French will probably want to get

back to broad balance and may also be attracted by mechanisms designed to limit the
receipts or payments attributable to any single member state. President Giscard is at
present firmly committed to preserving the | per cent ceiling, though he may be under
strong pressure to give way if French farm incomes can only be maintained by raising
the ceiling. The French seem more willing than in the past to consider changes in the
CAP. But they may be concerned to reduce its cost in ways that do not damage their
interest (but could conflict with ours) rather than with more fundamental changes. The
Danes will also want to preserve the CAP but they may be in conflict with the French on
modalities since the French make most of their CAP gains through intra-Community
trade while the Danes depend more on subsidies paid from the Community budget. The

m countries may be as much concerned to restore the Community's momentum as

to advance their own financial interests, though they will probably resist any budget .

override mechanism that puts a limit on their present receipts. Ireland, as another major
CAP beneficiary, is likely to resist any substantial changes in its present methods of
%Peration. The smaller Community countries in general may not regard the 1 per cent
celling as sacrosanct. Italy, having shown Presidential restraint during the negotiation of
our budget solution, will look for compensation for the resource burden she bears under
t‘he CAP as a net importer of temperate foodstuffs. Together with Greece, she is'more
tkely to look for heavier spending on Mediterranean agriculture and the structural funds

than
to work for greater economy.

most member

In SUm, with the possible exception of the Germans and the French, -

st Y s
ates are likely to regard the | per cent ceiling as a8 means rather than an end;

4¢] % . ist
Tovledge that some changes in the CAP will be necessary but will fiercely resist any

atg . i the
mpt to dxsmantle it; none will willingly give up the net advantages they gain from

5
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unrestructured budget, although they will have at the back of thejr Mings
t

them of an extension of the 30 May settlement. The M is likely 1, Qg

restructuring review an opportunity to expand the Community's roje througy }
: adgjy:
structural expenditure and to secure approval for a proposal to InCrease e dmo%
re,

the European Parliament will probably support this approach and may also seey o
°°“Nc.\,

the situation to enlarge its own powers.

11. While our partners will defend vigorously their separate interests along the
. ™
above, they will also have in mind the development and interests of . the CotEnis ey
. - - Y
whole. And they will look for evidence that we are also thinking aboyt the Com

_ Mty
interests and not simply concerned with our own national gains and losses,

The majgr
will certainly see finding a generally acceptable solution to the UK's budget Problem=;

one of the Community's interests. It will be important for us to show flexibility on
means by which our overall objective is achieved, and to present our case (especialy
important in the initial stages) in the most communautaire terms possible. In partious
we must be extremely careful to avoid presenting views which others will consider tof
damaging to the longer term development of the Community. Our task in the firsttw
phases of the negotiation will be to create both a bargaining situation in which we e
the necessary levers to achieve an acceptable solution in the final stages, and a poltil
situation in which our partners can make the necessary concessions to us in & ¥
acceptable to their own public opinion.

IIl. UNITED KINGDOM OBJECTIVES

. i g
12. It is clear that, of all the member states, we have the greatest ‘““"Zjﬁ
successful restructuring exercise. But, for the first time, there is now a grest

- p y | X 2 with @
dissatisfaction with the Community Budget arrangements; and this provides 1 o
no

. . i i aHd
opportunity to present the exercise as being of genuine Community interest es i

dictated by the peculiar circumstances of the UK. The other member &
virtually accepted the Proposition that the UK can never again be called upo? toen('
disproportionately large net contribution and, as a result of the 30 May settle™

net contribution to that part of the Comfnunity Budget which is alloca’® 1981¢
Commission calculations to individual member states will be held in 198032 it
around 600-800 million EUA. For the purpose of illustrating the eff'ect :or
?pﬁons discussed in this paper, we have assumed that we should i euK)‘"C
improvement in nominal terms (ie a substantial improvement in real cost i

make*

6
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ed figures in the range 500-600. It would be imprudent to assume that we will be able
u

- regotiate 3 petter deal than that for 1982 and the immediately following period
ven that we are and will remain one of the poor member states and pay for the gen
ieneﬁts of Community membership by resource transfers as well as through the Bud

But,
eral

. . get,
we should aim to make further improvements in our net budgetary position over time

In
there is no reason why we should be a net contributor at all

rinciple, ; in relative terms
e might seek to pay not only less than the Germans but also less than the French. It

will be a matter for later decision how far we can press for this result in the forthcoming

negotiations.

13. When considering changes in the budgetary arrangements, we should not lose sight
of the additional resource cost to the UK arising from the CAP. In considering changes
in the Policy we should be aiming to reduce those costs as well; and certainly to avoid

budgetary savings which simply make the resource cost worse.

14, There are three kinds of structural change in the Community's budgetary arrange-

ments which could in principle contribute to these objectives-

a. reducing expenditure on the CAP;
b. expanding non-agricultural expenditure of benefit to the UK;

¢. changing the pattern of own resources.

Each of these in turn is examined in sections V-VIL. All are linked in one way or another
Vith policy on the approach to the 1 per cent ceiling which is considered in the next
%ction.  Section VIII looks to a different method of preventing the recurrence of
{Macceptable situations; the direct adjustment of budgetary transfers.

[ CONFIDENTIAL
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IV: THE APPROACH TO THE | PER CENT VAT CEILING
\5. It is clear from the Commission's estimates that Community €Xpeng
the limit of the Community's available Tesource

ltl,]re iﬂ s
S. i

will come very close to |
Budget is still under discussion but we believe it unlikely that Proposals i o
‘”Oulq

the Community over the 1 per cent ceiling will be made by the par“amem k

they were, a majority of the Council would support them. It cannot pe excludeg )i
that the Community might run out of money during the course of 198] if its expe::m
exceeds the Budget estimates. What the Community might or could ity

circumstances has been discussed in other papers.

&y

0 in gy,

16. Given the recession in Community economies, we do not expect the Commg,
VAT base to grow during the next two years by more than about 10 per cent 3 yeax_;
cash terms, import duties by about 7 per cent a year, and agricultural levies by Some
per cent a year. Taking these trends together, own resources will grow by only aboy 4
per cent a year. If this is the case, the rate of growth of CAP expenditure will hayes
be roughly halved to stay within the 1 per cent limit. If the trends in agricultirs
spending apparent until 1980 continued, there could be a shortfall of some 4,500 milix
EUA in 1982. The adoption of the 1982 Budget within the 1 per cent ceiling will only
possible if there are major reductions in the growth of Community financed Cif
expenditure.

17. On the current timetable which must be viewed as uncertain, Spain and Porté
will join the Community in January 1984. The prospect is that both countries wil make:
net gain from the Community Budget. Their accession will therefore make the [ ¥
cent ceiling more difficult to hold if it is still in place at the time.

ity %
18. It may be helpful to pick out four broad options which face the Communit

these financial constraints:

el
i el s or 37
L. Tostay within the ceiling, adapting existing policies by on€ mER

to this end.
mm“1m

ii - s in
H=  Only to agree to a limited increase in the ceiling if chang®

policies eg the CApP have also been agreed.

8
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some modest | i i
ji. To agree to Increase in the ceiling eg to meet the needs of

enlargement.

IR sTD provide for a further substantial increase in OWn resources as a means t
E : . Al ns to
operate 2 genuinely redistributive budget within the Community

19, Option (i) has so far been espoused by the Germans and French as well as the UK.
1t would place a limit on the likely increase in our net contribution and would protect our
position provided that the limit was not circumvented by other measures, such as
increased co-responsibility levies. It might also force the Community into a degree of
national financing of the CAP. But it would place a severe restraint on the development
of other Community policies favourable to us, especially if the costs of enlargement had
to be accommodated within the ceiling, and might even put at risk arrangements to
preserve our net budget position. There would clearly be less reason for us to insist on
the retention of the 1 per cent ceiling if we were able to negotiate a budget override
system that kept our net contribution at satisfactory levels.

2. If option (ii) were to be attractive to us, we would have to insist on adequate
conditions which might cover CAP reforms, a limit on the proportion of the Community
budget to be absorbed by agriculture or a different own resources system. Option (iii)
would probably be seen by the smaller member states as the most likely scenario. It has
No attractions for us.

2. Option (jv) would be in line with the recommendations in the 1977 MacDougall
Report, which highlighted the contrast between the major redistributive functions of
"etional budgets and the extremely small redistributive impact of the Community's
finances, The Report suggested that spending through the Community Budget would have
,‘°.b"‘ faised from about 0.7 per cent of Community GDP (in 1977) to about 2.2 per cent
i;::e:;c’l have any useful redistributive effect. _Althol:lgh some of the smaﬂe:nr:nr:b:;

taly may in principle favour a high spending Community as &

Curin, . T ical a proposal in
. 8 greater economic integration, they are unlikely to Press so radical a propo

¥ serio .
US Way in the present economic climate.

9
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V. REDUCING THE COST OF THE COMMON AGRICULTURAL POLICY
22. The case for a reduction in the CAP surpluses stands in jts own right
objective for the United Kingdom and now for most other member States =
is also a widespread desire to preserve the basic fabric of the CAP,
context, unless the growth in spending on agriculture (in recent years 4t

rate of 23 per cent) can be checked or the Community's responsibility fop it

In the

there is no prospect of a substantial re-orientation of the C°mmunity
priorities within a total budget of an acceptable size. Table 2 shows that oy
Guarantee Section expenditure goes on milk and cereals. The mediterr.-meanp
(olive oil, fruit and vegetables, wine and tobacco) currently show the largest jne

cost.
23. The main objectives for the UK in any reform of the CAP are to -
a. reduce chronic surpluses of CAP products;

b.  ensure that the CAP does not exacerbate the problem of containing inf

!

Mg,
' athush ":j
t

Verage

By,

dlmin'uher
1
S 5pey

iy
halg ()
o

Tedse

lation

c.  reduce the net budgetary cost to the UK of the CAP Guarantee Sectionof it

budget;

PR e ¥ il
d.  minimise the resource costs resulting from the difference between CA"#

world food prices and the fact that the UK is a net food importer;

€. preserve a healthy domestic agricultural industry;

. resist proposals which would descriminate against the UK;

ealth
8  have regard to the interests of New Zealand and the Common¥

! it
exporters, and reduce the disruptive effects of subsidised Communt
world markets,

he
——
24 So long as the UK's high inflation rate was reflected in a depreciatio’ -

it < ine on
against other Commumty currencies, g line

it was possible to take a stron
the CAP common prices while compe

. un
production costs through devaluation g

of the green pound. But while t

10
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incre
e incr .
nsating our own farmers for th 4’

¥

y exporﬁ L

e

it

27,
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its current value against the ECU, .there :‘5 No scope for further green rate devaluation

4 any increases in UK support prices will be confined to increases in
For this reason, it will be more difficult next year than in the
f British agriculture with our other ajms.

common support
prices.
the interests o

past to reconcile

25, We have never sought to question the objectives of the CAP as set out in Article 39
of the Treaty. The French (and other member states) would block any attempt to

question directly these objectives or what they regard as the "basic principles" of

The most fruitful
approach is, therefore, likely to be to focus discussion on the cost of the individual

common Pprices, Community preference and common financing.

regimes (including the expected increases resulting from enlargement) and consider
commodity by commodity how the operation of the policy and the mechanisms might be
modified.

METHODS

Price Restraint

26. Price restraint is at present the main plank of our approach to CAP reform.
Ministers have seen this as the best way of deterring excessive production and en-
couraging consumption and also of cutting the budgetary costs of the CAP and the cost
of our food imports. We have had some success in that over the last three years average
support prices in the Community as a whole have fallen in real terms by about 2 per cent
per year. However the growth in the production of surplus commodities and in the cost
of the CAP has not so far been checked. Officials have therefore examined the case for
@ more radical long term approach to pricing. This would establish the principle that
Prices should be set at levels which, taking one year with another, would balance supply
ind demand in the Community markets. The role of price support would then be epakined
Rl smoothing out of seasonal fluctuations, in the interests of both producers and
Onsumers.  wDemangn would be defined as Community consumption, the stocks
propriate a5 5 hedge against fluctuations, unsubsidised exports and food aid.

: iti uire
5 To balance the Community markets for the main® commodities vyoul.d .req
“Ostantia) cygs in cise size of such cuts is difficult to

derermine thitee the most intractable problem.
The most, therefore, that
£ common prices for

current support levels. The pre

3S neve uld be as much as 30 per cent io.r milk, i
Ve can r pfoved possible to reduce prices in nominal te.rm ;
~listically hope to achieve is a freeze in the nominal level o
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CAP products in surplus. Such a freeze would leave real prices to be erode

This policy would initially fall hardest on countries with high inflatjop - Ylnﬂah&

4 ’ dtes,
their producers - the small farmers with fewer production alternatjyeg _ Vol Me g
‘ Bl Ulg
loss of income. This imbalance would in time be correcteq jf o Wﬂer;
ange‘ Iy
ity
Cy dEva

luanm
on this fey

severe
adjusted to reflect inflation differentials, giving scope for green Curren

but it is improbable that member states would be content to rely entirely

28. Officials are studying the feasibility of a direct income aig fo, th
livelihood would be put at risk by the move to lower prices. To ayojqd contlict yjy
objective of balancing the market, this aid would not be directly rejateq to outpu:'w,f
input costs. Since the UK has the lowest proportion of small farmers among the memb;
states, we should from the budgetary point of view want the cost of the aig 1,
defrayed largely be national governments. But it would probably be necessary to hay,

Se Whog

Community contribution also, in order to ensure Community supervision and contro| a

to avoid the unfair competition which could arise from excessive national subsidies,
29. On this approach, the following gains would in time be realised -
i. & substantial fall in the budgetary cost of the CAP and a further improven
in our net position as a result of the partial switch from Community to natind
financing;
ii.  afall in retail food prices and the unit cost of our food imports;

wos . ] unity
lil. third country producers would face less heavily subsidised Com

exports.
; aidy 1
However, apart from the practical difficulties of devising a workable Incame S
open to the following objections -
) circles?”
8 @ policy of price restraint would be ill received in agricultur3 :
current situation of falling real farm incomes;
jthif
i vings ¥

this policy might not in any event produce substantial 2
timescale of the restructuring exercise;

12
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it is uncertain how much price restraint the income ajq would by
Y;

C.

4. it would be difficult to devise the aid in such a way that marginal far
-t : ; mers
were not kept artificially in business and the desired cut in production w
as

achieved;

. the income aid would involve increased bureaucracy.

Quantitative Limitations on Support '

30. Another approach would be to place the emphasis on restricting production, through
techniques like standard quantities, production quotas and taxes on increments to
production. The practicability and the method of restriction will vary according to the
structure of production and marketing of each commodity. The Community already has a
quota scheme for sugar. The Commission are due to make new proposals to reduce the
quota. There is a limited quota arrangement on processed fruit and vegetables which we
should like to see extended. There is interest in France in a standard quantity system for
cereals, based on that which operated for wheat in France before the CAP, whereby
support was given only for a pre-determined level of production. The Council of
Ministers has agreed in principle to introduce a supplementary levy on milk at the next
price fixing if Community production has increased (as it has) in the current year. If the
Commission come forward with the same proposal as last year, this would be a penal tax
on production above a certain level. It seems possible that milk production may not in
any case increase materially in the UK in the next few years so that a tax on the
increment to production could bring us a budgetary benefit. But the concentrated
Structure of milk production and processing in the UK would make it easier to collect the
levy here than in some other countries and we would need to ensure that there were
idequate arrangements to control evasion. It might be more difficult to develop
tifective quota or standard quantity arrangements for other commodities.

L Officials are studying in detail the feasibility of introducing new quantitative

imitas: :
& 'tations into the CAP. In principle they could -

. i : urplus

" reduce the budgetary cost of the CAP by acting directly on surp

Pfoduction;

by y ing income;

L pe 8eared with price policy to produce a desired level of farming in §

i o o 3 xport.
I reduce the quantity of Community food going into subeldiac £1po€

13
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The main objections of principle to this approach are -

a.
CAP. Indeed Community partners might argue that the imposition o

it would not reduce the prices to consumers or the food trade
Cost ‘01 y
thy

2 Quot
2 e
price discipline less necessaryj Mg,

b. it would ossify the pattern of production and discourage i“n°vat10n :
= Uty
so if the quotas were saleable; oy

c. it would increase bureaucracy.

Other Methods of CAP Reform
32. We differ in our assessment of the relative merits of these two different Mt
of reform. But we are agreed -

a. that we should resist increases in the co-responsibility levy for ik
compensated by price increases since this effectively raises extra revenue byt
on consumers. We would not take the same view of co-responsibility levies aple
eg to wine;

b.  existing Community schemes for paying producers to get out of production®
to set aside land, or to convert to a commodity not in surplus are not®

: ¥
effective. The approach would only be of interest to us if better schemes c&1
devised;

‘ . a) ¥

€. taxes on competitive products and inputs (eg vegetable oils g st
- . . i i ime '

major problems with third country suppliers and are not in gener: al in ouf

r aim to ”aﬂ

d.  independently of the restructuring negotiations, it must be ou

n
" foré SPa]

some changes in the arrangements for mediterranean products be e vih e
ut any L JIf

Portugal join the Community. But if our arguments‘ are to C e
y to a

mediterranean countries, we will have to show that we are read
unpalatable changes on Northern products.

14
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e Financing Arrangements and Procedures of the CAP
kinds of change are considered below -

changes In 1

33 Three

2 a cash ceiling on the budgetary cost of the CAP;

b national financing of part of that cost;
c. synchronisation of the timetables for the CAP and the Community Budget

3, The exhaustion of existing Own Resources could itself in certain circumstances
constrain the cost of the CAP. A specific ceiling for CAP expenditure could also be
adopted as a policy measure. The German Government has recently stated that CAP
expenditure should increase less fast than the increase in own resources. This would
provide some scope for a reduction in agriculture's share of the total budget. In principle
a cash ceiling could also be in the UK interest but, given the open-ended nature of
agricultural support, it would depend on what agreement the Community was able to
reach on responsibility for expenditure once the ceiling was exceeded. The Germans will
probably want to get round the problem through co-responsibility levies. This would not
be in our interest if the cost were to be passed on to consumers. Others, if they were
willing to entertain the principle of a cash ceiling, might want to make savings on ad hoc
policies (including some from which we benefit) not integral to the basic functioning of
the CAP. Our interest is that the responsibility should be transferred from the
Community to national governments - ie to use the ceiling as a lead-in to national
financing - put open advocacy of such a policy in the early stages of negotiation might
make its ultimate achievement more difficult.
3. National financing could come about either by default - if CAP funds ran out during
:;: Year due to a failure to take adequate short-term measures to keep \.vitljfifl 'the
8etary provision - or by decision of the Council, for example at the pnce. IXIng,
e this wag the only way to reconcile the desired level of farm support with the

hy . .
€adroom in the budget. It would be a measure of last resort which a number of member
le of common

Nancing ; . i t decision
cing is enshrined in the Commission's restructuring mandate. The simples

Vould pe for each ontiers on agricultural price

2 Al
member state's expenditure within its y
Euarantees to be P Figures

cent.
owj reimbursed at less than the present rate of e Perf 20 per cent,
g the effect of national financing in this form and at a rate © pe

Umin
n " y
Eha Change in the patterns of trade, are as follows.
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TABLE 3: EFFECT OF NATIONAL FINANCING IN EACH MEMBER STATE

Million EUA
20% National Financing of all Guarantee Expenditure

Net budget receipt/contribution

Difference
with 100% with 20%
budget financing national financing
Belgium/ Luxembourg +136.2 +83.0 53.2
Denmark +377.1 +303.4 T -73.7
Germany -252.3 -162.4 +39.9
France +271.4 +309.0 +37.6
Ireland +293.2 +232.5 -60.7
Jtaly +309.5 +247.2 -62.3
Netherlands +589.9 +421.9 -168.0
United Kingdom -1725.3 -1435.4 +289.9

Other keys and rates for the apportionment of expenditure between the Community and
member states can be envisaged. Expenditure might for example be re-distributed
between the Community and member states in proportion to self-sufficiency in the
commodities concerned (favourable to us), to shares in Community agricultural output,
or, less helpfully from our point of view, to shares in Community GDP. Broadly speaking,
the change would benefit those member states like the UK who make a net contribution
1o the CAP, at the expense of those who make a net budgetary gain. It might also be a
catalyst for reform by bringing home the cost of surpluses to the countries which produce
them.  National financing would, however, create an incentive for net exporting
countries to ensure that their surpluses were dealt with in a country other than thelr

M- Such Manoeuvres might bring our benefit down to somewhat below the figures in

Table 3 since our market, after that of Germany, is probably the most vulnerable to

them,

. 36' . . g fa " B =t . au
Commlssioner Tugendhat has also suggested that the price-fixing nego;am:s

@ be advanced to coincide with the budget process in the second half of each year.

i f the
or:h.aneous Wwork on the budget and the price-fixing might concentrate the ::nds o &
Mission, the Council of Ministers and the European Parliament on

shoy]
Sim
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consistency in their budget and agricultural policies. On the other hang

tandem of these two complex sets of negotiations might prove unwieldy

ang 4 .
. ; s . n
to fit the price-fixing into the necessarily more rigid timetabje ttey,,

of th

- " : - I 3
negotiations could be turned against us. Earlier price decisions woyjq o

SOme

)
. rops furthg
advance of the marketing years to which they apply. Neverthelesst -

BUGEQ,
G

A

helpful to farmers but there might be dangers in fixing the prices for o

H hlS anQU.lr
suggestion deserves consideration. ;

32. Section V Conclusions The restructuring negotiations give our C°mmUnitypa
[ rtne

and ourselves an opportunity to put forward suggestions for the reform of the CApu;
for changes in its financing arrangements and procedures. We shall need to asswu;
ideas which will be canvassed not only in terms of their budgetary effect but alg;
terms of their effects on the consumer, on the cost of our food imports and on t
interests of our own agriculture and food industries (paragraph 23). Ministers yjj vis
to consider whether the main emphasis should be put on price policy, possibly linkedyj
direct income aids, as against quantitative limitations on support where practicabi,
We should take a strong line on the rapidly growing cost of Mediterranean prodi
(paragraph 32d.), both in the restructuring and the enlargement negotiations, withu
exposing ourselves to the charge of prescribing stronger medicine for others than e
willing to take ourselves. The introduction of an element of national financing of (¥
price support would be in our interest (paragraph 35). This could be brought about sin
through a cash shortage or by the Community financing only a part of any income &
It would be better for us to pursue the objective of national financing by indirect medts
We should be ready to consider suggestions for the imposition of a cash limits ontheC«TUi‘
(paragraph 34) or for the synchronisation of the price-fixing and budget timets

(paragraph 36).

7
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i lNcREASED COMMUNITY EXPENDITURE OUTSIDE THE AGRICULTURAL

LD
FIE ’ our share in CAP expenditure has on] bee|
1. Since y n about 5-

ure a net benefit from structural expenditure (the social and
sec

and development, €nergy etc), one way of reducing the UK

9 per cent, whereas we
regional funds, re;earch
S net contribution to the
wdgety if the 30 May arrangements had lapsed, would be to expand non-agricultural
programmes’ which currently account for only 8-9 per cent of the Community budget.
To do so would help to give the UK a greater long-term economic interest in Community
policies, though by the same token it would bring more Community involvement in some
of our domestic policies. However, it would require 12-13 times the present levels of
non_agricultural expenditure and a very ambitious target for our share of any new
expenditure (25 per cent return against a marginal contribution of 16.5 per cent in a
Community of Twelve) to bring the UK's unadjusted net contribution down to 500 million
EUA by 1982; and a doubling of the size of the total budget. It is therefore not realistic
to consider that this approach could do more than partially meet our needs. Nevertheless
there are possibilities where proposals for expansion of non-agricultural expenditure
might be of some net benefit to us. We may be expected by our partners to look at any
such proposals and others. Not to do so might be tactically damaging to us, particularly
in the earlier stages of the negotiations. Amongst the areas which have been identified
as possibilities are -

Regional Fund.

Mth°u8h at present the UK benefits to the extent of 7 per cent net, we could
become a net contributor with the accession of Spain and Portugal. But there are a
Number of ways in which we might continue to be a net beneficiary, for example
through a special window in the Fund, or even a new fund, confined to the less

Prosperous member states.

Social fund, :
Again, enlargement will, on the Fund's present terms, make us a net c?ntrxbutor;
@nd since most possible new areas of Fund intervention would also benefit s<:he"\e.s
M other member states which are often on more generous terms than those' A
s hard to see this providing more than modest scope for expanding non-agricultural

e : A
Xpendityre in a way which would give us a net return.

18

[CONFIDENTIAL |




1

Urban/Industrial Decay.
Provided that it was based on criteria favourable to the Uk

one third share of a fund designed to help areas of urban ang

» W€ coulg 5,

Industrig) deca, o

Transport Infrastructure.
Again, the UK could be a net beneficiary from a fund Specificay
transport infrastructure within peripheral member states and/or me

with lower than average GDP per head aimed at linking sych st

)’ ﬁnanc“__

Mber g

ates 1y "
Community's "heartland". :

Energy.

The UK would be a net beneficiary of a scheme to encourage investment i 4,
production of coal and possibly other energy sources, (but see also paragraph
below).

Fisheries.
The UK could be a small net beneficiary from Community aid for restructuring at
fishery protection costs, at least before the accession of Spain and Portugal.

39. Areas which have been ruled out as unlikely to offer potentially significant®
benefits to the UK are research and development, the environment, and the financirg
unemployment benefits (where any net gain to the UK would depend largely on iy
having, over a number of years, an unemployment level consistently higher than w
Community average, which historically has not been the case). It is certa mf
expansion of non-agricultural expenditure cannot alone solve our budgeta® Prw]:ﬁ;
and, in some areas, might raise problems for the control of public expenditif® i:u
Ministers agree that we should be ready to consider proposals which Couj d ol
substantial net benefit as a contribution to our budget problem, then ofﬁaa:; g
examine in more detail the more promising areas in which significant e

; ) s
accrue, ie the existing regional and social funds, urban/industrial decays

inirastructure, energy and fisheries.

19
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CHANGES IN THE OWN RESOURCES SYSTEM
Table 4 in the Annex shows the contributions which member st

40. : ;
n 1980 and compares them with their nationa] income. The s

make I g 101
ynited Kingdom contributing a share of Community revenue larg
cpp. The reason for this lies chiefly in our relatively large pay
evies on imports fromlkltqilr'd countries, though our VAT contrib

sbove OUr GDP share/\ To the ex.tent that current trends tow
continue, VAT will, because of its natural buoyancy,

ates are forecast to
ystem results in the
er than its share of
ments_Pf duties and
uzionw" al Mf"

Jsx so,(s ightly
ard lower protection

‘ form a large part of the
Community's revenue (even without an increase in the VAT ceiling) and the problem of

our excessive gross contribution will be reduced. For the time being the excess is very
largely reimbursed through the Financial Mechanism, but our Community partners regard
it as a temporary measure and may resist its extension. This section therefore discusses
structural changes in the Own Resources system which would reduce our gross
contributions if the Financial Mechanism were not extended. We do not think it realistic
to tamper with the system of duties and levies. Two more feasible changes are
considered.

Progressive Element in VAT

4l. At present member states all pay the same proportion of VAT contributions (up to
the maximum of | per cent) on a harmonised base. If progressivity were introduced, the
share of its VAT base which each member state would be required to pay over to the
Community would be adjusted to take account of the relative wealth of that member
State; a country with an above average per capita income would expect to have a VAT
share which exceeded its GDP share and vice versa. In a discussion document published
in November 1978 the Commission hinted that "a progressive system of financing the
C"""“Uf\ity Budget might be introduced". The reaction from the richer member statgs
¥as predictably hostile and the idea has made no progress since.

% The United Kingdom's interest in the introduction of progressivity depends
Essentiaﬂy on two factors; the degree of gearing towards ability to pay introduced and

hich our GDP per head is below the Community average. Table & shows

th n of the Community

e G z
3 PP per head of each existing member state as @ proportio

Ve 3 iti hich
98¢ both at market exchange rates and at purchasing power parities (PPPs) ‘"e o
e .

Sood:ccoum of the purchasing power of national income in terms of the full rang

3nd services and are not affected by exchange rate fluctuations.
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43. Table 5 shows the changes in the gross contributions of Member ¢,
he existing VAT shares by GDP per heaq asa

¥l Whigy

l'-’ercemage 4
The ﬁg“Fess B
Ao “bution Whe 1
could expect from progressivity on an additional VAT tranche of 0.25 Per cen Ay

or Witk

result from multiplying t ]

Community average. This represents a high degree of progressiyity,

thus be regarded as more or less the maximum savings in 8ross cont

the existing 1 per cent tranche; in round terms 125 and 500 milljon EUA e
For the existing VAT tranche it is reasonable to regard the improvememi
position as the same as the saving on gross contribution; for an additiona] ¢,
effect on the net position would depend on the use to which the extra reven
Forecasts of the United Kingdom's relative GDP per head within the Cq
future years are highly speculative, the more so after enlargement; the g
percentage of the Community average could be considerably higher or lower than the

pecllve‘lv,‘
N oy ™
anche, B
U wag et
mmumty )

per cent used in Table 5. Our best view at present is that we are likely to remain bejy
average GDP, but perhaps not sufficiently far below for a mildly progressive tax 10 g
any significant help after enlargement.

44,  The introduction of progréssivity into VAT would require an amendment to the 0x
Resources decision ie ratification by all member states. We would have potential alis
in Italy, Ireland and Greece and enlargement could bring support from Spain at
Portugal. The richer member states on the other hand would oppose progressivity &
them an expensive way of preventing the recurrence of unacceptable situations. [tis
therefore realistic to suppose that the concept would be negotiable except in the conter
of an increase in the 1 per cent ceiling; and even then the member states advers]
affected would resist extending it to the existing VAT tranche. It might however bk
Us tactical advantage to advocate progressivity within the 1 per cent ceilins”";
alternative to the Financial Mechanism. The saving in gross contribution 1 s
introducing progressivity only into an additional VAT tranche would be relatively s

An Oil Leyy i
s x on o
45. There has been some talk in Community circles of a Community 87

: i vation &
reduce dependence on imported supplies and encourage energy COMSEFYS™

itati ey ; oul y
exploitation of indigenous energy sources. The question is whether W€ sh ¢ solut” ¢
i en
fax introduced on these grounds as a significant contribution to a perman

the UK's budgetary problem. This will depend on -

*  the net budgetary benefit that the scheme would offer; and i
ii e - ner8)

. the implications that jt would have for other UK policies €8 e,

policy.
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¢, The two forms of impost most frequently canvassed are a tax on oil consumptij
. . ' mptio
¥ A Community oil consumption tax would not ——————mpilen

d wgﬁl_e_ﬂ' serve the UK budgetary

erest since our share of Community oil consumption js slightly al
it A

Community GDP. An import levy could however bring us net budgetar
0! o g

ommunity oil imports is only 9 per cent.

bove our share of
Yy benefit since our
spare of C The levy would take the form of a
wstoms duty on imports and as such would automatically accrue to the Community as

own Resources without the need to amend the Own Resources decision. To satisfy the

The UK could
ensure that the revenue from such a tax accrued to national exchequers and not the

GATT rules, there would also need to be a tax on domestic production.

Community since it would have a veto over the amendment to the Own Resources
decision which would be needed to add a production tax to Community revenues. Both
levy and production tax could be rebated on exports to third countries.

47. A Community oil levy would reduce the proportion of the Community budget met
by the UK but the extent to which it would improve our net position would depend even
more on the use to which the proceeds were put. If the levy was simply used to finance a
continued expansion of the CAP or to defray the cost of growth in the Community budget
as now constituted, there would be little or no improvement in our net position despite a
UK share of levy contributions as low as 9 per cent. In these circumstances the levy
would merely prevent the UK's net contribution from deteriorating as rapidly as it would
have done if an expansion of the Community budget were financed by an increase in VAT
payments. Even this advantage would last only as long as the UK remained a substantial
oil producer,

. A levy would only reduce the UK's net contribution significantly if we managed to
Secure a share of the receipts very much higher than our share of present Community
“Xpenditure. If, as the Commission suggested earlier this year, the proceeds of the le.vy
“'€ spent on Community support for energy investment, the UK might be able to justify
* high share by reference to its share of Community indigenous energy production (40%),

?tfh“Ugh our partners would probably argue that the proceeds should benefit the energy
eficient,

wider implications of an oil

Both the b i the
udget, . to some extent,
getary impact and, two objectives may

“epend on the size of scheme envisaged. To illustrate this point,
Considere d:

IEVy
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is
level (taken as 600 million EUA p.a.). This would need a COmbinag;
3.7 a barrel) levy with the United Kingdom receiving 25 Per cent o
or a lower levy ($ 1.9 a barrel) and a higher United Kingdom share 3

to aim to maintain the United Kingdom net contribution at'i
s

on b
of F hlgh ‘
f the g

40 pefc

o,

ii. to provide only part of the solution to our Budget problem throy
For example, a levy of $ 1.6 a barrel and a receipts share of 25 per ce
to the United Kingdom about 700 million EUA net in 198],

Bhan gy,

: nt Woulq yi;-
This would pa b{%»

equivalent to and could substitute for the yield from the financia| Mech

. . . dNisy

which brings our gross contribution to the Commity budget broadly int, g ‘
iy

our GDP share.

(Note: the effect of these and other combinations of rate and United Kingdom receiy

share are set out in Table 6).

50. The effect of a levy in. encouraging energy conservation and the expansing
indigenous non-oil energy production would depend on the rate adopted. Any resi
decrease in the demand for imports would reduce the Community's dependence on 0%
producers and might induce the latter to cut their prices, especially if the other majxd
consumers (notably the USA and Japan) introduced parallel levies. However the exel
to which the Community succeeded in this objective would depend not only on
behaviour of other major oil consumers but also of the OPEC producers. Their reactt
s likely to be hostile. They might well retaliate by raising prices and cutting product?
on the grounds that such self-inflicted imposts showed that member states C°”ldawf
OPEC price increases. But OPEC's reaction might be less strong if it could bedw‘
that the Community levy was part of a wider energy strategy and not simpl)'ade'":{;
soak them. The increase in Community oil prices could be expected 10 lead @
increase in the price of substitutes (notably gas, and to a lesser extent coal.

1
5l.  The increases in fuel prices arising from an additional tax in the en:g:, o
Wwould raise industrial costs, This might present an acute domestic pO‘“““'.ccs
The impact on competiveness would depend on the rate of levy, on the oil Pr; "
Community Competitors and on the effect on the exchange rate. A high f e enet’
Would, in the absence of special reliefs, have a much more severe effect ‘:‘kj w0’
intensive industries (eg Petrochemicals, ceramics, steel, paper and glass " ob‘”w
the bulk of manufacturing industry. g-term effect ¥

r

) Any substantial lon
confined to the energy-intensive sectors.
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The introduction of a levy and production tax on oil would have legal consequ
ences

32 ility to maintai :
and might weaken our ability to maintain the requirement that oj and gas produced from

e UK Continental Shelf (UKCS) should be landed in the UK. For the time being
we

A satisﬁed the Commission that the landing requirement js compatible with
Community 1aW, but the Law Officers have identified two defences we could use if the
case were reopened -

ihs that the landing requirement is needed to guarantee the UK's security of

supply;

ii. that the relvant Treaty article does not apply to Continental Shelf oil (the
"limbo" argument).

Of these two, the first is the more important and would not be affected by the intro-
duction of an import levy. The second rests essentially on the contention that the UKCS
is not subject to treaty provisions because it is neither "within the UK" nor "a third
country". This would be undermined by an import levy'if it involved the adoption of
common rules of origin.

33.  Production of oil from the UKCS is already subject to royalty, Petroluem Revenue
Tax and Corporation Tax. There is also an excise duty on most hydrocarbon oil used in
this country., The addition of a production tax would complicate this domestic fiscal
regime. Further work is needed in this area, including how far the production tax should
e distinguished from the existing domestic tax regime. Some additional staff would be
‘quired to administer the two imposts. The number would depend on the details of the
icheme which might well have to be quite complicated in order to achieve the most

Rtisfactory arrangements for the UK.

56,
North

An oil levy would offer the UK non-budgetary benefits, resulting from the sale 3

Sea 0il to consumers elesewhere in the Community at prices above world market
These gains might amount to 195 million EUA for every $ per barrel °'f levy on
SeNt pattern of North Sea oil exports, or as much as 290 million EUA if alltour
Were switched to the Community. They would help to offset the non-budgetary

hich the UK sutfers under the CAP.

the pre
Xports
lo;ses Wi
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55. A levy as high as $3 a barrel would raise Community revenye by 4
. . % . mon
cent. It is unlikely that Community partners heavily dependent op iMporteg I N
Italy and Ireland which are poorer than ourselves) would agree to s high 5 . (lnqu%
it is unlikely that the Community would agree to a UK share of receipts a5 hig: § l
cent, whatever the arguments that we could muster in support. Evep 2558 Sk,
Cent g,
L
. and C°mkt%
InCrease in Comm
expenditure that it would entail. This means that it is not realistic to believe 1
: at

be difficult to negotiate. There might in any case be public expenditure

difficulties for us in absorbing within the UK the large
L
levy could by itself meet the whole of our requirements. A more modest scheme ::“
a barrel levy and a 25 per cent UK share would do less to encourage energy co"*rvaxi;
would still create problems for the North Sea fiscal regime and woulq Undermm,,_.;
"limbo" argument as a defence of the landing requirement for North Sea oj], But oy
other hand it would be less likely to provoke a damaging OPEC reaction, would have s
impact on the competitiveness of Community industry and would nevertheless pe ¢

substantial budgetary and non-budgetary benefit.

56. Section VII Conclusions The two main possibilities for changes in the o
resources system of benefit to the UK are an oil import levy and progressive VAT, T

are not mutually exclusive. The former is financially the more attractive; our estinit!
contribution share of 9 per cent is much lower than we could hope to achieve thog
progressive VAT, and we would have a good case for seeing that a good proportion =
proceeds came to the UK. Advocacy of an oil levy would imply that we were will®
see a substantial increase in the Community's revenues but it could be achieved Wt
raising the 1 per cent VAT ceiling. A progressive VAT would not require any sgif”
new administrative arrangements whereas the oil levy would require complicatet Nj!j
and additional calls on administrative resources. A progressive VAT would WOI.VZI;
implicit or actual extension of Community competence or control; but it migh" gl:orrt
little benefit after the accession of Spain and Portugal. Even so, there cou ¢ it

. . ol a
tactical advantage in suggesting a sufficient degree of progressivity 2
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DIRECT BUDGET ADJUSTMENT MECHANISMS: A COMMUNITY-WIDE SYSTEM

The 30 May agreement has shifted a significant share of the cost
get onto Germany and France,

VL
57. of financing the
community Bud ' One reaction from President Giscard,
aken UP by Chancellor S(l:hmxdt, was to float the idea of a wider budgetary mechanism,
appl)’i“S to net beneficiaries as well as to net contributors. This section examines the
possible implications for the UK of the ideas thrown out by Giscard and Schmidt and
considers what version of a wider direct Budget adjustment mechanism,
would suit us best.

were it to be
negOtiated’

58, The objective of a direct budget adjustment mechanism would be to limit the size
of unjustifiable net budgetary flows between member states resulting from the operation
of Community policies. It may therefore be thought of as a generalised version of what
the Community agreed to do for the UK on 30 May. A direct adjustment mechanism
would not require any expansion in the scope of the Community Budget and, depending on
the success in cutting the costs of the CAP, might be compatible with the continued
preservation of the 1 per cent ceiling. Ministers may therefore find it an attractive

approach. For the purpose of designing a scheme, two questions arise -

is should the mechanism limit the size of all such transfers, or only those in a
'perverse’ direction?

li.  what criteria should determine the amount of the correction?

An arrangement which limited the scale of all transfers would probably be of benefit to
Germany - because it would take into account not only whether the direction of payment

S perverse, but also whether transfers are disproportionate. Germany would remain a

Net contributor under such a mechanism, but not to the extent that it is under the 30 May

3greement, Ori the other hand, Ireland might not remain such a large net recipient,

Ko have serious implications for the Irish economy given that Irish net benefits
e

s budget amount to 5 per cent of Irish GDP. To a lesser extent, the sam

ould also sys'tematicauy introduce a form

pplies to Italy. a system w
o Italy. Such a sys It may therefore be

o'
ust ! : ition.
m;\e £etour, which would no doubt arouse doctrinal opposition o
in : "ealistic to think jn terms of a mechanism limited only to those transfetﬁ L
y co
Perverse direction ie from a less prosperous country which was i f
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to a relatively rich country which was a net beneficiary. Thjg Wwoulg
or

qu less prosp OUS')
tion (as long as we allfled as
net Collt“bu 1 ( er b

limig |
' joyed by Denmark of Gerpy,
France; and it would reduce the net gains enjoyed by » OF the Beng),, o b
bran t,lreland or Greece. Compared to the 30 May agreement, Gep, iy
ut no

Ugy

Belgi and Luxembourg would be gy ang Fr%
3 8 . ark, Belgium ou. ; 2
would still benefit, since Denmark, belg makmgalarzr

contribution towards the UK solution.

59. A direct budget adjustment mechanism based mainly on criteria
differences in size - GDP or population - would limit the net receipts
beneficiaries quite sharply. The 30 May agreement is likely to be equivalent
on our net contribution of around 0.2 per cent of our GDP in 198].

€lateg "
of Excey
to aliny
A general Ceiling
net transfers as low as this would practically eliminate the budgetary gains enjopedy

Denmark and Belgium (and a fortiori Ireland, if all transfers rather than simply ‘peryery
ones were included): 0.2 per cent of GDP is likely to be only about 100 million EUA
Denmark in 1981, and about 200m EUA for Belgium. Using GDP per head as the criters
instead is unlikely to go far enough to surmount this difficulty. The alternative of iz
rate cash limits on net transfers would not have much communautaire appeal sinei

would eliminate a great deal of interest in the financial effects of Community policies

60. There are a large number of possible variants. We are not satisfied that wehf‘f
yet hit on a version which would both suit us and stand a reasonable chanse of :‘:‘
negotiable. But, in order to illustrate the possibilities, two schemes are desu.’lbed;m;
Scheme A provides a scale of limits for both net contributions and net benefits: S
B limits perverse transfers only.

s
6l. Scheme A (Table 7) is one under which cash limits would apply to all ne! :Z:d\w
Cash limits would be different for net contributions and net benefits: and r:ed ot 8
between countries according to their GDP per head. These limits ar¢ w‘: gton?
follows. A flat rate limit, for purposes of illustration 500 million EUA, lepr
permissible net transfers for a country with average GDP per head- iy
country has a higher ceiling on its net contribution, and a lower ceiling ©

sigian and
a less prosperous country has a lower ceiling on its net contribution
its net benefit.

ol
its net
n r ml o

ahigh® "
X ustmc"
3 of adj i
These limits are used to determine the first rOun'::'he able I va
since this redistribution does not sum to zero, it must be financed: to the W J
in
the effect of all member states contributing to the residual accordi zons of 2
* i i ica
The final two columns of the table compare the financial implic

scheme and one confined to the UK.
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The basic idea behind Scheme B (Table 8) is that perverse transfers
62. " three-quarters. The net result of this scaling down is to increa.
do\Vn

4s of the Community by 75 million EUA, which is assumed to be finan
needs

VAT key- A characteristic of this scheme s that each member stat
i terest in Community policies,

should be scaled

€ would retain a
. S in Since there would be no absolute maxima or
n e T \ !
.ima for budget contributions or receipts. It would benefit only the UK (or the UK and
mini

portugal in an enlarged Community).

¢3. In many ways a direct budget adjustment mechanism would be an attractive as a
;ans of securing a just and durable solution to our budget problem.
m

It would not require
an expansion of the Community's activities,

it would be administratively simple and it
might be possible in this type of arrangement to avoid the problems for our domestic
policies created by Article 235 supplementary expenditure under the 30 May agreement.
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" CONCLUSIONS
IX. For no member state is the outcome of the restructurin

8 exercise of greater

- : i Permanently resolved it
e the grievance about our disproportionate share in the Community budget and

o palance of argument at home about the benefits of our membership. [f the
exercise is not successful, we shall not have found a Permanent solution to our Budget
problem and shall be obliged periodically to argue for continuation of special measures in

favour of the UK.

e

ortance than for the UK. If our net contribution problem is
im

¢5. But it is an exercise which is also of importance for the future of the Community
as a whole, and it will be important for us to show that we are as concerned as anyone
about its future development. Our task in the early stages will be to create not only a
bargaining situation in which we have the necessary levers to achieve an acceptable
solution in the final stage, but also a political climate in which our partners can
ultimately make the necessary concessions to us in a way acceptable to their own public

opinion.

66. Although the mandate to restructure the budget arose immediately out of the UK
problem, the Community is well aware that it faces a financial crisis from the imminent
exhaustion of existing own resources. The prospect of enlargement makes the problem
even more acute. This situation can be exploited to contain the level of our net
contribution and to find a lasting way to prevent the "unacceptable budgetary situation"
from recurring. The fact that decisions will be taken on the 1 per cent ceiling and
budget restructuring at the same time is helpful to us and our tactics in relation to the 1
Per cent ceiling as the negotiations proceed will plainly be crucial (Section ).

6.7' Ve should not seek to define too precisely at this stage the means by which our
éms could be achieved. Provided we eliminate those which would clearly be damaging to
= interests, or are likely to be totally ineffective, we should be ready to I?Ok
:Onstrucﬁvejy at various possibilities. Equally, we should not shrink from putting

Orwarg solutions merely because they are unpalatable to other member states. If they
% not like oy m to propose others that we

. preferred solutions, the onus will be on the
an accept,
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ion which would achieve the totality of Otiriai
i ingle solution -
There is no sing

he be innin of what Wlu be a ]on lfﬁ lt
saldwi We are only att g B g

¥ . m the outset. Cutting the cost of the CAP and redycj b ne
\ dVOCate fro and d

\ we can a Ccu.

gotiation and we
13 of Section 111
to endorse ‘them.

g g 72. s Nevertheless Paragraphs 12 and
8 surp, dtry to . g8

shoul L t our general objectives should be and Ministers may wish
ha

S are ke fix fir al pOSitiOnS now.
w tial part of our pOllC y but othe embe stat li l t "
clearly an essen e

a . My w . - 3 -
ind ways round the CAP financing problem than With mgpe f”ndan:lé sugSesf.ll also wish to consider these conclusions ang give guidance on any of the 67
concerned to find way ort gy Ut They Wi ints which these raise. Subject to that, we think it desirable that officials -
e, 1 . ol ol . .

parncular ph e exploratory talks with the Commission and our Community partners (all

av!
should now already giving thought to this exercise and in the case of the French and

e
of whom ar

ill therefore be difficult to achieve genuine savings in &

S reforms. It will : € ests that different remedies will pe appropria

Lw discussion in Section V;:fi is in hand. But Ministers may wish to give
s :ur'tsh:;ould be put on price restraint, possibly linked wit
how much emphasi

’ Icti : tlty deV
d agains itati restricti and stan d
aids, as 4 t quantl atl quan

feto dmtrg.
guidanQ i
h direqt i

less already in touch with each other) to give an indication of our thinking,
: Germans doubtle
ices, Nitiori

: . - kel .
mmitment, and to seek to influence the way in which their are moving.
; m ’ Bjimfss
P 1 " without CO
ancing of the CAP is likely to be in our interest, but not as an alternatwe 10 gy
j financing of t
\

adical relo i out ti g it oui SQIVQS.
d. form and we need to be cautious about adVOCa n r

i t

radical )

1 that within the 1 per cent ceiling the scope for reducing our net ¢
. It is clear ' PRl

A I through increasing non-agricultural expenditure is limited and depends [ar
( - tribution thr

ons given in Section VI, it is desp
i i AP costs, but for the reas
.y on success in cutting C

)

70
58
1 th hould show a readiness to explore certain existing or potential policies i 58
at we s
‘—7 . field.

7
70. On the own resources side, making the VAT contribution Prog;;{ssw:g:ids :»
! - benefit to us and there could be tactical advantage in our advocating . ::h - ) 1
L 44). A special energy scheme involving on oil import .levy couplet T ‘ 1
™ ; concentrated in the UK could produce a very subsfantial nmpr?::n;:s e ~
position but it is clear from the discussion in Section VII that.x. i
which need more detailed consideration. Whatever views Ministers

—— be | 5 - 13
i bi et Offxce ;
s | Cabin,
hem at 5§
these ideas, we do not think it would tactica y wise for us t float t
,v'

h , A
3 October 1980 6l
s
oo the W 74
. ich unlike ’
[ i 71. A direct budget adjustment mechanism (see Section VIII), V./hl would 1o m&p b
5 special solution for the UK applied to the entire Commum:;,produce asoluud:r: : "
. ich cou in ¥
SN —— attractions for us. It would be the only single measure wh1chf o discuse in i : 52 | 75
our Budget problem, although not to that of the CAP. But o h Community: : oIf : : . ey
r | report, it is the one most likely to arouse opposition within the

etting '
. ions without &
therefore try to get it included in the restructuring discussions
- identified as its adyocate,

L
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FUTURE COMMUNITY STRATEGY: RESTRUCTURING THE COMMUNITY BUDGET
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TANE 2§ CAP (GUARANTER BECTION) EXIEMDITURS | Willlon WA
oner FERCENTAGE
HICREASE 1IN
EXPOKT REFUNSG SULB IDISED SALES INIRR VENTION (essentiolly pl)'uducllon TOrAL St
oids
1 1979 f 1900 | 1980 | a979 f aseo | et | 1979 | wseo | wser | wezs | 1ss0 | 1w 1979 | wseo | oe | 1200 howt ) wewmy
. 1979 |weo 1579
Cereals and rice 1226 1y 1724 - - - 12y 213 330 260 303 1} 1607 1663 2367 8 + 3.6x] avz2z| + 47.3% .‘
15.48] 14.4x3] 10,47 | 1
Milk and milk products 2068 2715 26N 1863 1990 a7 467 153 106 [ ] 167 163 4527 976 4587 e9.9x)-72.9% |+ 1aax { i.,
a.ax ] aax | as.ex ‘
3
Blive oil 2 2 - - - 22 1 27 366 | * 450 552 388 467 581 ) 420.4x] 24, 4% | 449.7x &l
3.7% 4.0% 4.5% i ‘
: IHil
Bught 685 426 660 3 7 5 - 2 5 250° | 22| 33% w0 727 w1 | -22.720039.9% | + 7,02 1
: s.ox| x| 7.2 (@) n
(¢} o j
(@] Beef and vesl 270 460 495 254 321 I 163 9 199 1] 204 209 748 1178 1236 | 457.5%]s 4.9% | s65.2% 1
7.2x| 10.2x| s.6x = i
r4 Ti| e
‘ m Frult and vegetsbles - Frash 20 a @ = - - 86 1o 12 38 4 57 152 200 244 | smr.exfi2z.ox | s60.55 | =
o 1.5% 1.7x 1.9% o g
\ m - Processed 6 10 w0 - - - - - - 203 449 o1 291 459 501§ +57.7%) 9.2x | 472.2% m
\ . : 2.0% 4.0% 3.9x _Z‘ '
| Vine Fl s " " - - - 24 9 92 n 245 258 6 350 365 § e36405x)s 4.3 | ese0.7xff = 1
: o.6x | sox| a.ex p ~ \
5 = :
\ Tobacco 4 4 3 - - - 12 n a 209 246 294 223 282 3490 | e25.3x]i20.62 | 450.9%
\ 2.2x 2.4% 2.6% ‘
other ! 420 a9 n - = d 0 ” 72 342 504 610 792 900 1330 | +23.7x)135.0% | ve0.1x iy
! 5 7.6x| e.sx| 10.3x
i
| TOTAL 4732 | 3,273 | 6,00 2,122 2,268 | 2,043 945 827 1097 | 1,93 |} 2,907 2,322 9,732 11,274 |12,565 w15.0xfor1.5x [ e29.9% i
| v
| Fercentage 453X 45.7% ) apaax]  20.03x | ve.ex 13.9% 9.1% 7.2% 8.5x 18.5% 25.1% 25.0%) . 93.2X | 97.6x] 97.6x
| WCAs o ACA . - 708 7 07 | —w.oxfinc.ex | -se.ex
. Percentage : ) eox| 2.4 2.4x
GRAMD TOTAL - 10,490 J1.551 J12,072 | or0.6x] anrax | o2y, 9x
l d- 1979 figures aro out-turm Figures from the 1979 FEOGA annual report. Plgurcs for 1980 are those in the 1900 Dudget and for 1981 those in the draft 1981 Budget. -
s 2. Pe 9e of total Gu . .
; E on OF 240 meua (1979) 202 moua (1900) md 326 mous (1901) s .
| A Trincipally expenditure on olle snd fats { ollve oll), sh

+ Plyment, oges ond non-Annex 11 products. E




UK GERMANY FRANCE. JTALY NETIERLANDS BELGIUM DENMARK ' IREL.

2908 4110 2614 1641 1197 851 327
21.1 29.8 19.0 11.9 8.7

million EUA
as % EC(9) 98

per head: .71

as % EC(9): levies 19.8
8 duties © 26.0 6.5 2.4 1.1 0.1 8
Z VAT 17.4 4.5 2.6 0.9 0.2 —
m : |
(w) O
m m
Z ioas Z
- S =
— ™~ > >

NATIONAL INCOME 1 \\

./// .
GNP as % EEC(9): 1879  16.3 31.8 23.8 13.6 6.3 4.9 2.7
forecast 1080 17.0 3t 24.1 13.7 6.1 4.7 2.5
-
GNP per head as %
_'W 1979
al market exchange rates 78 v ASS 1185 61 118 124 138

Bl purchasing power poar—
R o= 110 114 7 108 109 120




GROGS CONTRIBULIONS, 1980

PABLE 4 : GROSS CON'TIILBULITONS TO T'HE COMMUNT'IY BUDGET, 1980 AND NATIONAL INCOFL

UK GERMANY IRANCE ITALY NETHERLANDS BELGIUM DENMARK IKELAND LUXEMBOURG 1Y

Total: willion LEUA 3320 4931 3057 1893 1346 982 587 129 16 15808
as % EC(9) 1.0 2.8 118 e 11.9 855 6.2 2 0.9 0.1 1C0
per head:  EUA 57 tir 57 5% - 96 100 75 4 0y
s o BC(9) levies 2%:.0 18.0 12.0 19.0 14.0 14.0 0.4 0.7 0.0 100
dutiecs 25.8 3%0.0 14.5 9.7 9.4 5o Ik 4.0 1.1 051 L OO
var L4 52,8 24,97 11.2 6.2 25 2.5 0.9 0.2 100
(@)
o 2
_'Z‘ NACTONA L THCOML; m
o Gor an e BEC(9): 1999 1G.% 31.8 2%.8 1%.6 6.% 4.9 /i 0.6 0., r?]
E forecast 1980 17.9  30.9 2%.6  1%.9 5.9 4.6 ty 0.9 0. Z
= GOP per head as Y% E
> EEC(Y) : 1999 -
T ab markel exchange raleg 8 55F) 115 ()1 118 124 1 58 50 12
ab purchasing power puar-
itics 92 LS L14 i 108 109 119 0%} 110
TABLE 5: PROGRESSIVE VAT SUMMARY (million EUA)
/ 1 2 3 4 5

COMMUNITY OF 10

(Y
COMMUNITY OF 12

Bavings (+) or increases (-) in
gross contributions compared with
existing VAT Key

Bavings (+) or increases (-) in
gross contributions compared with
basic VAT Key

—

Existing Progressive* On marginal On 1% VAT tranche On marginal On 1% VAT tranche
Key VAT Key 3300 (of 13200) 3630 (of 14520)
UK .182 446 +123 +494 +102 + 407
o Gernany .309 . 384 248 -9% 294 -1176 0]
O/ France .42 . 260 - 59 -238 - 98 - 392 e
Z | Italy .24 . 073 +168 +673 +156 + 624 Tl ! ‘
g NL .051 ."055 - 13 T = 25 - 8y g ’ '
M| Belgium . 04 . ouy - 13 - 53 - 18 - 73 = l
Denmark .022 . 028 =120 —99 - 29 - 116 | ¥
é Ireland .007 .0037 + 10 + 40 + 9 + 36 _,EJ { [}
2 Luxembourg .001 .0009 - - 2 (0] - 1 21
Greece .07 .0072 + 32 +129 + 33 + 131 l%
" Bpain +123 + 494 ‘ |
- Portugal + 25 + 102 {”

of the Oommunity average (UK= 85% in a Co! 1
are based on m? existing VAT share for tl;?‘ﬁlx Y oL

assuming a UK GDP per head 94% of the Community average.

l T w i‘{ “ ,

|

1

\

l *This key was obtained by m\lltipl;ing the VAT share by
4
1

1

LIT

b

DP per head (at mhrket exchange rates) as a per
For a Oommu(nity ‘of 12 the two right 3. percent

of 16}7? and a progressive VAT key of 13.7% obtained by

and columns |




TABLE 6

IMPORT LEVY £

NET BUDGETARY AND NON-BUDGETARY RESOURCE BENEFITS TO TIE UK FROM COMMUNITY EXPENDITURE FINANCED BY AN OIL -

million EUA at present prices and exchange rates

TVILN3AIINOD

: Net Budgetary Benefits for UK
Fotal Non-Budgetary
:o—unlty UK Share of RESULTANT Expenditure Resonres Galn\s‘
i ovenyg 40% 25% 16}%  10% 8% 5%
Rate of levy*
$1.5 per barrel 4030 1250 645 300 40 - 40 - 160 430
2.0 5370 1665 860 400 65 -65 - 216 580
2.5 6710 2080 1075 500 65 - 65 - 265 725
3.0 8050 2495 1280 600 80 -80 - 320 870
§ per barrel
Rate of levy needed to produce a net
budgetary benefit of: 2200 meua 2.7 8.1 11.0 82.5 - - n.a
1600 meua 1.9 3.7 8.0 60.0 - - n.a
700 meua 0.9 1.6 3.6 26.2 - - n.a

Notes:
levy.

Awmported less,
Lury w

4 These estimates make no allowance for possible reductions in oil imports as a consequence of. the
Such adjustments could probably be small in the short run.
4 The division between budgetary and non-budgetary benefits is on present UK import patterns.
budgetary benefits would rise but exports would fall and so the reduction in non-
benefits would be pro rata.

T WA e barrel le 6 T per cent fnoressoe -

If we

AVILN3AIANOD

Comsd 2 desar BEIAD

adjustments

.

]
—
oo

o R T \ P
. transfers "scaled" to VAT transfers transfer
limits Key to UK
(1) (2) (3) (4) (5) (6) utgi)‘e (5) = (7)
United Kingdom 17.5 -2200 1775 ~337 +1440 - 760 +1440 -
Germany 32.5 -1400 735 -625 + 110 -1280 - 568 +678
France 25.0 - - -481 - 481 - 481 - 436 - 45
ITtaly - 11.0 800 -6 =212 - 218 + 582 - 192 - 26
e} Netherlands 6.0 600 -165 ~115 - 280 + 320 - 108 -175
g Belgium 4.5 600 -180 - 87 - 267 + 333 - 79 -188
g Denmark 2.5 600 -235 - 48 - 283 + 317 - 43 -240
g :allnd 0.8 700 == - 15 - 15 + 685 - 14 - 1
] xembourg 0.2 300 - - 4 - 4 + 296 - 3 - 1 }
?
* adjustments produced by special scheme which would leave UK exactly as well off in net terms as under general

[¥LNIAIENGS |
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TABLE 8: SCHEME B: PERVERSE NET TRANSFERS REDUCED BY %

(million EUA) Unadjusted Adjustment VAT Adjusted Difference from

Net to Net financing

Perverse transfer
Transfers to UK alone B
Germany -1400 nil -24 -1424 + 611 ‘
Denmark + 600 - 450 -2 + 148 - 406 it

Belgium + 600 - 450 -3 + 147 - 371
(@) Luxembourg + 300 - 225 nil + 75 - 223 (@) ﬁ
g Netherlands + 600 - 450 -5 + 145 - 350 g i
3 France nil nil -19 - 19 + 478 3 f
g UK -2200 +1650 -13 - 563 nil R i

_z_. Italy + 800 nil - 8 + 792 + 247 3

';_ Ireland + 700 nil -1 + 699 + 14 ';;. “.

Sum nil + 75 75 nil nil






