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PRESENTATION IN THE PUBLIC EXPENDITURE SURVEY OF THE

UK CONTRIBUTION TO THE COMMUNITY BUDGET
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- The Public Expenditure Survey (PES) will be circulated
to Cabinet later this week, and will show the benefits
of~the 30 May agreement concerning the UK contribution
to the Community Budget. The Chancellor thought that
the Prime Minister might like to have a note about the
effects of the agreement on the figures in the survey.

The 30 May Agreement

.The 30 May agreenent specified a UK net contribution of
609 MEUA in 1980 and 730 MEUA in 1981, subject to a
sliding scale formula if the estimates on which those
net contributions were based should change. For the
third year, 1982, it was agreed that the UK net contri-
bution would either be determined by the general review
of Budget arrangements commissioned by the Council of
Ministers, or there would be a solution "along the lines
of the 1980731 solutlon”
. In constant 1980 survey prices, the sterling equivalents
of the figures quoted in paragraph 2 for the UK net
contribution in 1980 and 1981 are §£%28 million and $3%62
million respectively. The price base for the 1980
survey is the 1979 price level, and the conversion
factors between the EUA figures and the 1980 survey price
figures in sterling quoted above take into account fore-
cast exchange rate changes between the pound and the EUA,
and also the forecast changes in prices between 1979 and
1980 and 1981 respectively.
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The Public Expenditure Survey *

The figures in the Public Expenditure Survey differ
significantly from those in -the previous paragraph.
There are four impoPtant differences in coverage between
the Commission figures used igathe Budget negotiations,
and appearing in the 30 May agreement, and those in the
survey. These are as follows:-

(a) Some VAT contributions in respect of 1980 I
will not in practice be paid until 1981.
The Commission attribute these to 1980; but
in the survey they are attributed to 1981.

The PES figures. include refunds paiu in 1980
in respect of 1979 under the terms of Article
131 of the Treaty of Accession. These are
excluded from the Commission figures for 1980.

The PES figures include the UK's contribution
to the unallocated Budget - chiefly Community
aid - whereas the Commission figures related
only to the allocated Budget.

The PES figures include our best estimates of
the effect of the risk-sharing formulae in the
30 May agreement. These provide for the UK

to take specified portions of the increases

in our net contribution over the basic estimates.
We think it likely that these provisions will
operate.

5.A further difference arises because the 30 May agreement
concerned the net contribution that the UK would make
in respect of individual calendar years, but it provided
that the refunds would be paid from the following year's
Community Budget, except insofar as adv.nce payments were
agreed by the Council of Ministers. The PES, on the
other hand, attributes financial flows to the years in
which they actually occur.

.The following table gives the figures that will appear

in the survey and also shows the reduction in the figures
compared with Cmnd 7841, the last published White Paper.
The table is on the same basis as tables 2.2.1 and 2.2.2
of Cmnd 7841 and includes Community expenditure on aid,
attributed to the aid programme. It contains the
stylised assumption that our net contribution in 1982
(when our gross contribution is assumed to be contrained
by the maintenance of the 1 per cent VAT ceiling) remains
at about the same level as in 1981. This is intended to
be a neutral assumption.
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UK contributions to and receipts from the Commupity Budget
(at 1980 survey prices) § million

Calendar Gross Net Savings over
years  Contribution Receipts Contribution Cmnd 7841

1980 1715 1020 695 362
1981 2885 1690 695 455
1982 2550 1850 700 600

Financial
years
80/81 1885 1450 135 626
81/82 2475 1770 705 495
82/83% 2550 1850 700 650
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It will be seen that the differences in coverage and Crmvral
timing explained earlier result in a much larger net j'
contribution for 1980 and 1981 than the figures in

paragraph 3

. The 1980 figure in the above table will be higher if we
do not receive an advance of our 1980 refund of 300 MEUA
by the end of this year. Nevertheless, our expectation
that the bulk of our refund in respect of 1980 will be
received in the first quarter of 1981 means that, as
the table shows, the published figure for the financial
year 1980/81 will be closer to the figures that were
announced after the 30 May agreement; and the figure for
the financial year will not be affected if we do not
receive an advance payment.

g, The Chancellor intends that the reasons for the differences
between the figures in the 30 May agreement and those in
the survey will be fully explained in the Public Expenditure
White Paper when that is eventually published.

,I am copying this letter to George Walden and David Wright.
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A.J. WIGGINS




