SECRET

WCUMENT 1S THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT

C(80) 29 COPY NO
31 May 1980

CABINET

UNITED KINGDOM COMMUNITY BUDGET CONTRIBUTION
AND RELATED QUESTIONS

Memorandum by the Secretary of State for Foreign and
Commonwealth Affairs

1 After the Luxembourg Furopean Council, it was agreed that Foreign
Minigters would try to resolve the questions left outstanding then. The

Lord Privy Seal and I attended a meeting o1 the Foreign Affairs Council on

29 May which ran on until the morning of 30 May. This meeting, together
with a P?-I'H“t"]. l‘-"ﬂﬂﬁng of the ﬁ!‘_!:‘i..‘uii,ural Minigters, succeeded in prmdur.‘.ing
Pr&'-‘l;:-a’-ltiiilti on the whole range of ipgues. I attach a note dvucribinu the

outcome of these negotiations and showing how matters have progressed
gince the Dublin and Luxembourg Councila, [ reserved the Government's
position on these proposals and undertook to consult my colleagues. The
proposals were the result of a long, difficult and laborious negotiation,

Z; On the Budget the basic difficulty at Luxembourg was that we could
not get the right combination of amount and duration, We have now got the
prospect of & three-year solution. Although the figure for our net
contribution for 1980 is higher than w« would have hoped, that for 1981 is
within our target area and better than was on offer at Luxembourg, and the
refund for the two years taken together comes out higher than we were
offered then. Owerall it represents a refund of two-thirds of our net
contribution. The formula we have been able to obhtain for 1982 ig, I think,
a reagonable one. The wayin which the figures are now defined is complex,
and falls short of the ideal. But the mixture of a lump sum repayment and
a rigk-sharing formula if our uncorrected net contribuiion ie higher than
expécted sets clear limitations to our financial oblipations., Moreover, we
have & firm commitment to a restructuring of the Community Budpet within
the 1 per cent Value Added Tax (VAT) ceiling.

3. On Agricultural Prices, although the average increase of 5 per cent
ig rather higher than we would like, the effect of the proposals on the Retail
Price Index (RPI) is minimal. We are offered substantial benefits in this
package, including the continuation of the butter subsidy, the suckler cow
premium and the refunds on whigky exporta.
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4, On Sheepmeat, we have achieved a potential settlement which,
Bhrough the introdu-tion of a Community financial deficiency payment

8y stam in the United Kingdom, safepuards the interests of our farmers,

Btir consumers and of New Zealand. Although it also involves intervention
it

88 I'rance and the ]::-CI{-iEJI bi];it!,r of L'.':q'mrt refundasa, does not do so in such a

Way as to damapge these interests.

5. On Jisheries, we now have a text which gives nothing away on acces
Protecis the intercsts of the fishermen and sets the scene for negotiations
ih the Fisheries Council, where they belong,

6. I am satisfied that we could not further substantially improve on
Bhe present agreement by prolonging the current negotiations. We have
gome a long way since Dublin, Our pariners are anxious to avoid a
Erisis;, and the confusion which would be caused by the French national
measures on agriculture, but have, I arm convinced, reached the limit to
Which they are prepared to go to avoid these eventualities. 1 note, for
Example, that President Giscard ig already under fire from the French
Fress and the Ganllists for agreeing to go tnis far. If we do not accept
What is now on oifer, I see no alternalive to a prolonged and bitter erisis
Within the Communily involving damaging action by the Commission and
fur partners agrinst ue and, of course, by us against them. The damage
gnight be lasting.

b . I consider that this agreement, thouph giving us less than we would
ideally have wanted, does bring about a very marked improvement in our
budgetary position and does not invol ve ue in damaging concessions in

other fields. We have the commitment to a general review of the operation
6f the Community Budpget and to avolding a re-emergence of our present
Unacceptable burden, Wa thnll gee that the Community abides by it,

Foreign and Commonwealth Office

31 May 1980
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in Table 2.2.1 of the Public Expenditure White Paper
ent from thossused in the negotiations and i 1¢ Table at Annex ]
include our contribution to that part of the Community budget
erseas ald) which is not allocated to individual member
Commission. The last White Paper contained an estimate
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in definition, the

the attached tabhle.




* PRICES PACKAGE
The maln features of the CAP prices package are as follows:-

) The @¥@race price increase overall is about 5 per cant,

| On milk, the target price would increase by 4 per cent. The basic co-responsibility
vy on feEmers' deliveries to dairies would however also increase from 0.5 to 2.0 par
nt ofEhe price, with a lower rate of 1.5 per cent on the first 60,000 kilograms
liversi By producers in less favoured areas. Thus the net increase would be

per cent for most prodecers (and less in Germany because of monetary change).
aoditional supplementary levy would be applied in 1981/B2 if deliveries of milk

{980 exeecd the 1979 level by more them 1.5 per cent. The detalls of the

pplementary levy would, however, have to be agreed.

) The'gther main proposal affecting milk producers is the limitation onm the
yment 8 grants on dairy farm investments. This is now framed in a manner which
elosgisCrimination against UK producers. Mational aids to dairy farmers'
vestment would no longer be payable. Aid under Community schemas would be

mited e provision for a herd of 60 cows or an increase in the size of the

gducars® herd of not more than 15 per cent,

I} Thell& butter subsidy of 13p per Ib, financed wholly from Community funds,
uld B Continued.

2} m;igi, the guide price would increase by 4 per cent but the effect on producers’
sumsiEnd consumers' prices in the present year would be less than this. The
ropasalswould enable us to continue our beef premium scheme, There would be a new
ubsidBf 20 ECU per cow (£12), funded 100 per cent by Community funds and

ayableon cows in speclalised beei herds.

f} fngepeals, the target price Increase is 6.25 per cent, with the intervention
rices iereased by 4.5 per cent. The production refunds on cereals used in starch
anufacture would be reduced.

g) On'stigar, the minipum beet price would increase by 4.0 per cent. There would be
o Changes in the quota arrangements for 1980/81. This is, however, less significant
iow Ehatworld sugar prices have risen to around the level of the Coemunity price, so
het CUPFently there is no significant disposal cost falling on Community funds.




108 millfon to consumer

! The proposals are estimated to increase Ce
me 240 million EUAs in 1980 and by about 1000 milli
These figures make no allowance for production

in future years. About one-fifth of

the UK.
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vased text on fisheries is in finmex 71. I1ts main points are as follows:-
sragraph 1 records @ Councll undertaking to adept, in parallel with the
ion of the decisions to be taken in other areas, a common fisheries

covering all outstanding issues in time for them to take effect by 1 January

atest. Others may later seek to argue that this establishes some

endence between the adoption of a common fisheries policy and the application

it simply sets the timetable for the
The proposed timetable is umexceptionable:

udgetary settlement. But in fact

stion of the CFP, we would
t like to have a satisfactory CFP agreed by the end of the year.

jraph 2 sets out guidelimes for the policy. Point A satisfactorily meets

irements for a conservation regime based on scientific principles. Point B

g to a division of catches that takes specific account of some of the factors
we attach Importance and leaves room for us to argue for the validity
ers. Point C refers satisfactorily to contruls, and Point D to structural
Point E deals with agreements with third countries in a satisfactory

ticularly in stipulating that offers of trade concessions should be subject
iintenance of stability on the Community market.

Parzgraph 3 deals with access in satisfactory terms. [t does not mention

ceess”, and it refers to all existing texts which are helpful to us in

ng our case, German attempts to preclude the possibility of preferential

utzide 12 miles have been successfully resisted and they are left to put their
1!: in @ unilateral declaration. It would have been preferable for this paragraph
{0have formed part of paragraph 2. but the inclusion of the word "furthermore"

Bl: regarded as glving it equal weight with the considerations listed there.

{F:ragraph & remits the outstanding fisheries issues to a Fisheries Council
gehe: |4 for 16 Junme, in terms which allow us to insist that access should be
tpenda, so that the Council can deal with all outstanding issues together.

fee [n brief, this text, while not making positive headway in directions we would
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- could alsg opffer tradeconcessions.

Act of Accesslon shall be applied in conformi

objectives and provisions of the Treaty establishing the European Economi

ty, with the Act of Accession, inter alia Articles 100-102 and with the

e 1976, in particular Annex VII,




1

§ W= Council agrees to take up again the examinatiom of the proposed regulations
iu,a,_,l. (s} [technical measures of conservation) and (c) (control) at its session on

i e 1980, and also on this occasion to begin examination of other proposals,
incligiro @ proposal on quotas for 1980 which the Commission undertakes to present

=

ngoec Lime.

(i cr Paras 3 and 4 of Annex VII of the Council resolution of 3 November 1976.
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UMBER 2654 OF 33 MAY
ICRITY BRUSSELS, COPENHAGEN, THE HAGUE, ROME, DUBLIN,
NN, LUXEMBOURG,

AFFAIRS COUNCIL, 29=38 HAY,
ERGENCE/BUDGETARY QUESTIONS,
I OF CﬂrFl'."Lll:lEI\._.

M CONTRIBUTION FOR 1988 WILL BE
THE BASIS OF THE PRESENT COMMISSION ESTIMATE
'.']. 1,175 MEUA ) |"f BE DEDUCTED FROM THIS FIGURE.
ES A UNITED KINGDOM CONTRIBEUTION OF &89 MEUA FOR

2. THE MET UNITED KINGDOM COMTRIBUTION FOR 1581 WiLL BE
CALCULATED CH THE BASIS OF THE COMMYSSION ESTIMATE OF

2,143 MEUA, THE UNJTED KINGDOM'S 1980 r;_'. COMTRIBUTION WILL

BE INCREASED BY A PERCENTAGE EQUAL TO THE DIFFERENCE BETWEEN
1,784 AND 2,14g MEUA, WAMELY 19.9 PER -"‘“T QR 121 MEUA. THE NET
UNITED KINGDOM CONTRIBUTION FOR 1981 THEREFORE RECOMES 77 MEUA,

3, THE UNITED KINGDOM CONTRIBUTION, BASED ON THE AROVE
CALQULATIONS, |8 REDUCED FOR 1988 AHL 1931 BY P,585 MELA

2,5
{1,175 PLUS 1, k18).

4, |IF THE UNITED KINGDOM*S ACTUAL COMTRIBUTIONS FOR 1580
M0 1981 ARE HIGHER THAN 1,784 AND 2,143 MEUA RESPECTIVELY

THE DIFFERENCE WILL BE SPLIT = FOR THE FIRST YEAR 29 PER CENT WILL

BE BORNE BY THE UMITED KINGDOM AND 75 PER CENT BY THE OTHER &
MEMBER STATES. FOR THE SECOMD YEAR = [NCREASE FROM 720 TO 758

T0 BE BORNE IN FULL BY THE UNITED KIMGDOMy FROM 753 TQ 854,

%) PER CENT TO BE BORHME BY THE UMITED KINGDOM AND 53 PER CENT BY
THE OTHER A MEMBER STATESa ABOYE 852, 2% PER CENT TO BE BORME BY
THE UNITED KINGDOM AND T% PER CENT BY THE OTHERS.

K, PAYMENTS OYER THE PERIOD 1988-82 SHOULD BE MADE BY MEANS
OF THE ADAPTED FINANC|AL MECHANISM AND THE SUPPLEMENTARY
MEASURES PROPOSED BY THE COMM|S5510M, THE FINANG) AL

HECHAN|SM WILL CONTINUE TO FUNCTION AUTCMATICALLY UNTIL THE
B0 OF 1982,

& THE CREDITS ARE INSCRIBED IW THE BEUTDGET OF THE FOLLOWING
YEAR, FOLLOWING THE PRECEDENT QF THE FINANCIAL MECHANISM.
AT THE REQUEST OF THE UNITED KINGDOM THE COuUMCIL CAN DECIDE
EACH YEAR ON A PROPOSAL BY THE COMMISSION TO MAKE ADYAKCES
TO PERMIT THE ACCELERATED |MPLEMENTATION OF THE

CUMMPLEMENTARY MEASURES,
CONFIDENTIAL




CONFITENTIAL

1982, THE COMMUNITY {S PLEDSED TO RESOLVE THE
"M BY MEANS OF STRUCTURAL CHANGES (COMMISSION MANDATE
BE FULFILLED BY THE EMD OF JUNE 1581, THE EXAMINATION
D CONCERM THME DEVELOPMENT OF COMMUNITY POLICIES,
ESTION THE COMMON FINANCIAL
£ POLICIES, WHICH ARE FINAMCED FROM
SOURCES, WOR THE BASIC PRINCIPLES
URAL POLICY. TAXING ACCOUNT OF THE
575 OF ALL MEMBER STATES, THIS
AlM TO PREVENT THE RECURRENCE OF
UATIONS FOR AHY OF THEM). IF THIS 15 NOT
L -VED, SIEN WILL HA(E PROPOSALS ALONG THE LIMES
* THE 1980-81 SOLUTION AHD THE COURCIL WILL ACT ACCORDIMGLY.

8, THE COUNCIL REAFFIRMS THE CONCLUSIONS ADOPTED BY IT (N
ITS COMPOSITION OF MINISTERS OF ECONOMIC AFFAIRS AND

Y ON 11 FEBRUARY 1280 ({CF ANMEX TO DOC, Soai/88
PY/CONS & ECO/FIN 9)), WHICH INGLUDED REFERENCE TO THE i PER
ENT YAT OWN RESDURCES CEILIHG,

% IT 18 IMPORTANT FOR THME FUTURE WELL BEING OF THE

MMUNITY THAT DAY TO DAY DECISIONS AND POLJCY MAKING SHOULD

FUNCTION EFFECTIVELY AND THIS PARTICULARLY DURING THE PERIOD

WERN THE REVIEW FORESEEN IN PARAGRAPH-T |5 UNDER WAYs wWiITH

THIS OBJECTIVE IN MIND ALL MEMBER STATES UNDERTAKE TO 0O

THEIR BEST TO ENSURE THAT COMMUNITY DECISIONS ARE TAKEN
DITIOUSLY AMD IN PARTICULAR THAT DECISIONS ON AGRICULTURAL
= FIXING ARE TAKEN IN TIME FOR THE NEXT MARKETING
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