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DRAFT STATEMENT BY THE FINANCIAL SECRETARY

With permission, Mr Speaker, I should like to report to the House on the outcome of last
week's Budget Council in Brussels, at which I represented the UK. The Council had a
discussion with the Parliament and finally established a draft supplementary and amending
budget No 2 for 1983 and a draft budget for 1984. These will now go forward for
consideration by the European Parliament. Despite the fact that the Council lasted for no
less than 40 hours, including an all-night session, (a Community record) I must tell the House
that both drafts contain features which are unsatisfactory from the United Kingdom's point

of view.

The draft supplementary budget no 2 for 1983, as established by the Council, in response to
a Presidency compromise, makes provision for budget refunds for 1982 for the United
Kingdom and Germany under the risk-sharing provisions of the 26 October agreement of
370 mecus. The UK's share in this is around 305-310 mecu. In our view the total figure
should have been 495 mecus, including 408 million ecus for the UK. We are therefore left
with a shortfall of about 100 mecus gross, or 75 mecus net (£58 million and £43 million). I
voted against the Presidency compromise which included this provision but all others voted
for it, except the Danes who abstained. I therefore made clear to the Council, for formal
inclusion in the minutes, that they had failed to discharge in full their obligations to the UK
and that the Community institutions must take the necessary action as a matter of urgency
to ensure that the UK receives its full entitlement. The budgetary processes for 1983 are

not yet completed, and the Government intend to ensure that this matter is resolved

satisfactorily.

The Presidency compromise was also unsatisfactory in that it included a cut of only
50 million ecus in the extra provision for agricultural spending proposed by the Commission.
I argued strongly for a larger reduction.

\
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e draft budget for 1984, as now established by the Coumeil,lwill maks provision of
1202 mecus for refunds to the UK and Germany, including 991 mecus for the UK. In

contrast with the 1983 supplementary, this gross provision correctly provides for a refund to

the UK of 750 mecus net, and so honours the Stuttgart undertaking.

The draft budget provides for agricultural guarantee expenditure of 163% billion ecus, as
recommended by the Commission; but the Council decided to place 250 million ecus out of
this total in the 'reserve' chapter of the budget rather than 'on the line'. Together with two
other delegations I argued for cuts of 1 billion ecus in the provision for agricultural

guarantee spending but this proposal was finally out-voted.

The draft budget makes provision for total non-obligatory expenditure, including the non-
obligatory element in the UK and German refunds, to rise by half the maximum rate - that
is, by 5.8 per cent. But the combination of the large provision for agriculture with the
necessary provision for UK and German refunds left no room inside the own resources

ceiling for increases in the Regional Development and Social Funds.

Before either Budget is finally adopted there will be extended negotiations between the
Council and the European Parliament. During this period the Government will take all
appropriate steps to ensure that the UK receives its agreed entitlement to refunds for 1982
in full. My Rt Hon and learned Friend the Secretary of State for Foreign and

Commonwealth Affairs will raise the matter at the Foreign Affairs Council at the earliest

possible opportunity.
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Before either budget is finally adopted there will be
extended negotiations between the Council and the
European Parliament. During this period the Government
will take all appropriate steps to ensure that the United
Kingdom receives its entitlement to refunds for 1982 in
full. My right hon. and learned Friend the Secretary of
State for Foreign and Commonwealth Affairs will raise the
matter at the Foreign Affairs Council at the earliest
possible opportunity. I am sure that the Government can
count on support for this from all sections of the House.

Mr. Jack Straw (Blackburn): Is the Financial
Secretary aware that the sad and sorry tale of the
Government's performance which he has presented to the
House this afternoon is a far cry from the Prime Minister’s
promise in her Winston Churchill memorial lecture? She
said:

“I cannot play Sister Bountiful to the Community while my

own electorate are being asked to forgo improvements in the
fields of health, education, welfare and the rest.”

The right hon. Lady explicitly committed her Government
to seeking a broad balance between Britain’s contributions
and receipts, and she persuaded the House on 16 July 1979
to agree, by a unanimous resolution, to fundamental
reforms of the budgetary arrangements so that Britain’s
contribution to the budget would not be greater than its
receipts.

Given that clear commitment, is not the Government’s
record on the European Community budget one of
continuing and mounting failure, and will the right hon.
Gentleman recognise that that failure arises not least
because the Government have no consistent policy towards
EC spending? The Treasury claims to be seeking control
of the Common Market budget, but such is the power of
the farming lobby within the Conservative party that the
Government have shown no serious intention or
commitment to secure a fundamental reform of the
common agricultural policy, which lies at the heart of the
Common Market budgetary problems. Instead, the
Government have allowed the cost of that absurd and
wasteful policy to spiral.

The Financial Secretary referred to the draft budget for
agricultural guarantee expenditure of £16-5 billion ecu, or
more than £10,000 million. Does he recall that the
expenditure on the CAP for this year is 41 per cent. higher
than it was last year? In those circumstances, what
guarantee can he give to the House that the budgeted
amount of 16-5 billion ecu for next year will not be
exceeded?

To return to the Financial Secretary’s failure at the
weekend, may I ask whether the right hon. Gentleman

recalls that he was quoted in The Times as saying:

“We have lost a battle but not the war—and it will be a
war to get it back.”
Will the right hon. Gentleman tell the House this afternoon

what weapons he intends to deploy in the war to ensure that
we get our full refund? Will he explain why the
Government have thrown away the key and central
weapon, which is a veto on any increase in the 1 per cent.
ceiling on VAT contributions? Why are the Government
pussyfooting about, and why did they, at the Stuttgart
summit and at the Foreign Affairs Council meeting, refuse
to say categorically that Britain would veto an increase in
the VAT ceiling?

When the Financial Secretary talks in his statement of
the Community institutions taking the necessary action as
a matter of urgency to ensure that the United Kingdom
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receives its full entitlement, what is that necessary action?
When he says that the Government will take all
appropriate steps to ensure that Britain receives its agreed
entitlement, what will those appropriate steps be? Will the
Government measure up to the task and block further
spending on the common agriculture policy? Will they
veto an increase in the VAT ceiling?

Is the right hon. Gentleman aware that the reason why
he has suffered a further humiliation in a long line of
humiliations, and why, for all the Government's bluster,
contributions to the Common Market have been running
at £100 million more in real terms under the Conservative
party than they did under the Labour party, is that the other
Community Governments have got the measure of the
right hon. Gentleman and of the Prime Minister? They
know, as we know, that the Government's sound and fury
signifies nothing, and that they are willing to wound but,
as ever, afraid to strike.

Mr. Ridley: That remark comes ill from a member of
the Labour party. I remind the House that our Common
Market partners got the measure of the Labour
Government's resolve and did not give them back even one
ecu, whereas this Government have obtained more than
£2-5 billion in refunds. At the Budget Council last week
we secured agreement to gross refunds for the United
Kingdom and Germany of 1,570 million units of account.
We would have liked our full entitlement, but we received
a great deal through the Council.

The hon. Member for Blackburn (Mr. Straw) asked
about the power of the farming lobby, and it is true that
nine out of 10 Community members would wish to
increase expenditure on the common agricultural policy.
We are always in a weak position in trying to control that
expenditure. However, although we have allowed 165
billion ecu in the budget for next year, that brings us to the
ceiling of what can be spent. There is no question of extra
spending on agriculture next year, because the ceiling has
beeen reached in the budget which has been put before the
Council. At last we have a real weapon to control
agricultural spending, which must now rest within that
ceiling.

The hon. Gentleman might not know that last week my
right hon. and learned Friend the Secretary of State for
Foreign and Commonwealth Affairs proposed a strict
financial guideline to control future agricultural spending.
That will be negotiated by the special Council,
culminating in the Council in Athens in December, and at
the Athens Council we intend to achieve proper control of
agricultural spending.

The Hon. Gentleman asked about future action on
refunds. This is the first stage of the budgetary process.
The proposal must go to Parliament, return to the Council
and then go back to Parliament before the matter is
concluded. During those exchanges there will be ample
opportunity for my right hon. Friends to press their case
and to do all that is possible to make the Community live
up to its undertakings and its obligations. We shall do that.

Mr. Robert Jackson (Wantage): Can my right hon.
Friend confirm that the obligation to Britain in respect of
the 1982 refunds is as legally binding on the Community
as the obligation to meet price guarantees to farmers? Has
he conveyed to his colleagues on the Council the growing
impatience, even among those most committed to the
European idea, at the chicanery and prevarication that
continues to surround this matter?
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Mr. Ridley: I agree with everything that my hon.

R e = -3
Friend has sai

ments. Last week.
about the precise method of calculating these
However. the amount which the Council eventually
included was based on an arbitrary cut and not on any
principle.

Mr. J. Enoch Powell (Down, South): Is the right hon.
Gentleman aware that many hon. Members were glad to
read his statement in the press that he was prepared—
and therefore presumably the Government are—to go to
war over this matter? Does he think that the threat was
taken seriously by his colleagues in Europe? Is he satisfied
with the result so far of the transfer of sovereign powers
from this House to the institutions of the Community and
to a directly elected Assembly?

Mr. Ridley: My right hon. Friend the Prime Minister
has made it clear that we sincerely hope that we can
resolve this matter during the budgetary process, which
must first be allowed to complete its course. I should hate
to have to have recourse to withholding—this deals with
the right hon. Gentleman's question about sovereignty—
our contribution until the full budgetary process had run
its course. It is as if the Government have lost a point in
Committee, but the Report stage remains to put the matter
right.

Mr. Peter Hordern (Horsham): Will my right hon.
Friend confirm that neither he nor the Government will
allow any increase in the resources available to the
European Community unless the deficits incurred by the
common agricultural policy are substantially reduced?

Mr. Ridley: The strict financial guideline which my
right hon. and learned Friend put forward requests that the
rate of increase in agricultural spending be limited to a
proportion only of the rate of increase in Community own
resources. If that were agreed, there would be a limit on
agricultural spending.

Mr. Robert Maclennan (Caithness and Sutherland):
First, will the Minister withdraw his remark that he would
hate to have recourse to withholding our contribution, as
it is a threat to act in breach of Community law? Secondly,
will he accept that the Government’s insistence on
maintaining a rigid ceiling on total expenditure at the level
that he has mentioned will be damaging to this country and
to the Community in three respects? First, putting a ceiling
on agricultural guarantee expenditure of the kind that he
has mentioned would result in direct harm to the British
farmer. Secondly, it would leave no resources for
expansion of expenditure by the Community on
unemployment measures and social spending. Thirdly, it
would result in continuing the reluctance of our
Community partners to accept any automatic refund to this
country.

Mr. Ridley: To say that one would hate to do
something cannot be interpreted as a threat, and I stand by
what I said. The conditions under which the Government
are prepared to consider—that is not a strong word—
any increase in own resources are, first, that a strict and
binding financial guideline be placed upon the growth of
agricultural expenditure and, secondly, that some financial
mechanism be in place to ensure that no Community
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member state bears an unfair burden of the costs of
Community policies. I should have thought that even the
hon. Gentleman. and the House, would think that that was
the correct way to proceed.

Sir Anthony Meyer (Clwyd, North-West): Does my
right hon. Friend agree that, infuriating as is the loss of
p-;n of the refund for last year, and satisfactory as is the
settlement for this year, it is far more important to secure
a long-term sensible arrangement for financing the
Community? Will he concentrate on that and invite hon.
Members to concentrate on it also?

Mr. Ridley: I agree with my hon. Friend. Already, two
meetings of the special Council have taken place. The
atmosphere was constructive and some progress was
made. We hope to achieve an effective result by the time
of the Athens Council meeting in December. My only
sadness is that the events of last week do not give Her
Majesty’s Government as much confidence that those
negotiations will come to a satisfactory conclusion as they
would have had without any cuts in the refund.

Mr. Nigel Spearing (Newham, South): If, to use the
Financial Secretary’s words, the Council has made an
arbitrary cut in the 1982 repayments during the 1983
budget negotiations, what is to prevent it doing exactly the
same with the 1983 repayments in respect of the 1984
budget?

Mr. Ridley: The cut in the 1983 budget was in respect
of the risk-sharing for 1982, an amount calculated under
a complicated mathematical formula, depending upon the
outcome of our net contribution and known as the “risk-
sharing element”. This might have been positive or
negative. In fact, it was an increased refund due to us. The
rebate for 1983, included in the 1984 budget, was a fixed
sum—750 million ecu net—and that amount, properly
grossed up and properly calculated, has been included in
the 1984 budget. Therefore, there is no doubt that the
Council has passed the money required to fulfil that
obligation arising out of Stuttgart.

Sir Michael Shaw (Scarborough): Does my right hon.
Friend accept that, far from being a sad and sorry
performance, as described by the Opposition, his
performance held high hopes for a satisfactory outcome?
I hope he understands that he is to be congratulated on the
difficult negotiations, in which he took part over a long
period of time. I hope he will agree that a set-back is one
thing, but that the determination to succeed remains—
quite unlike the illusory changes made by the Opposition
at the time of the referendum. The genuine benefits that

we should receive in the end are still attainable and must
be attained.

Mr. Ridley: I am grateful to my hon. Friend. He might
feel that some evidence of how hard we struggled to
prevail in the Council for what was right can be derived
from the fact that the Council lasted for two and a half
days, including an all-night session of no fewer than 30
hours. I gather that that is a Community record, soon I
hope, to find its way into the “Guiness Book of Records”.

Mr. Ioan Evans (Cynon Valley): Why is it that every
time the Prime Minister returns from the Community
finance bill second reading in the Council of Ministers she
returns with cries of triumph and rejoicing, while every
time the right hon. Gentleman and his junior colleagues
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umunity may or may not run out of money in
. The supplementary budeet was to provide money
for the rest of the year, and that mone 2y his been made
available by the Government, although the money has to

» through the European Pa Tiament. W] hether or not that
S ..J?mv-m money to last the CAP for this year, and
whether or not the 1984 budget contains sufficient money
for the agricultural policy to pay its way next year, there
1 no conceivable way in which those resources could be
increased either during 1983 or 1984. All member states
would have to ratify an increase in the 1 per cent. ceiling
through their national Parliaments and, apart from the
merits of the case, there is no way in which that could be
done before the end of 1984.

Energy Assets (Sale)

4.15 pm
The Chancellor of the Exchequer (Mr. Nigel
Lawson): On a point rder, Mr. Speaker. Having

listened anchanges arlier today, it appears
that it wo e for the convenighce of the House if I were
to read the written answer gien (o my hon. Friend the
Member for Keighley (Mp/"Waller) 15 minutes ago. My
hon. Friend's question,As on the Order Paper, reads as
follows:

“To ask Mr. Chap€ellor of the Exchequer, what proposals he
has for achieving Ahe expanded programme of asset sales in
1983-84 which h¢’announced on 7 July. Official Report, column
418."

My answer reads as follows:

“I expeft to raise up to £500 zaftlion of the agket sales which
I am seelfing before the gpeof the 1983-84 fingncial year from
an offer (for sale o urther tranche of BP shfres.

Parliamentary approval for expenditurg/in connection with
such a sale of BP shares will be sought ip“a new Vote which will
be introduced in a Supplementary /Estimate. Pending that
approval, any necessary expenditup will be met by repayable
advances from the ContingenciesAund’.

Mr. John Smith (Mogklands, East): The House will
have noticed that the Chancellor of the Exchequer spoke
of the convenience of the House, but failed to talk about
courtesy to the HoySe. Would it not have been better for
him to have mad€ an oral statement, without his having
to be dragged {6 the Dispatch Box after a parliamentary
row to give information that Parliament is entitled to
receive?

Will the fight hon. Gentlemastnidertake not to ejnbark
on any moge_sales—ef public assets without honestly
declaring them to the House so that he can be gdestioned
about the principle of the sales and the techdique to be
adopted? When is the Supplementary BE<timate to be
introduced? Is it to be before or after yhe recess?

Will the right hon. Gentleman gj¥€ an undertaking that
the forced sales of the Wytch fagef oilfield and British Gas
Corporation assets in the Nogth sea will not be proceeded
with until there has beep”a proper debate in the House
about the sales? Bearipf in mind his lamentable record in
the sale of shares ig"Amersham International and Britoil,
what technique will the Chancellor adopt’ for the sale of
the BP shares td avoid some-of the disasters for which he
was previously responsible?
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What justification is the# for a national policy that
insists that, whenever a piblic entes ,,ﬁ ¢ makes a profit.

it has to be sold and

taxpayer?

Mr. Lawso
and learned ,
that occurred e JI]M r is that
of that I am sensible.

I can inform the r
he precedents in t

§f courtesy to the House, and
t hon. and learned Gentlernan of
‘se matters, because there have bceen
a number of prgxious sales of BP shares. This is not the
first by any/means, as the right hon. Member for

Plymouth, Pevonport (Dr. Owen), who was a member of
the Gove/nment who indulged in such sales,
oM oral statement on 7 July 1 announced that the

1s well aware.

ggamme of asset sales during the current year would
ase by a further £500 million, and the further details
dn by this wriNegn answer.

The previous sale of BP shajes was in 1981 when the
Government and the Bank of Bngland sold the rights that
they had as a result of the Aights issue. That realised a
substantial sum. That wagy’announced to the House in a
written answer on 18 Jup€ and was accepied by the House.

In 1979 my righy/hon. and learned Friend the then
Chancellor of the £xchequer announced in his Budget
statement that thgfe would be a programme of asset sales,
and he merely/Anentioned that BP would be an element in
that prograpfme. Nothing was said about the timing. In
fact, in epfly October 1979 the details of the offer were
announgéd in a press notice because the House was not
sitting

THe sale previous to that was made by the Labour
Govérnment. On ths egeromthe~then Chancellor made
a statement to the House in connection)with an agreement
with the International Monetary Fyfid — that does not
apply in this case—referring to Ahe intention to sell
some BP shares. No details whdiever were given. The
operation occurred in June 1977. Again, there was an offer
for sale and there was a wpfften answer on that day.

Mr. Gary Waller (Keighley): I thank my right hon.
Friend for the wrig€n reply, which 1 have now also
received orally. IgAvas an extremely good one. In view of
what he has jus¥said and as what the Government are now
doing is cleafly no grand precedent but merely a repetition
of what the/Labour Government did, was not what we saw
today durfng energy questions and subsequently one hell
of a wild goos ase

Mr. Lawson: My hon. Friend
Keighley (Mr. Waller) is quite right.

the Member for

Dr. David Owen (Plymouth{ Devonport): Is the
Chancellor aware that the 1381 operation was not a
precedent and that the real pfecedents were in 1979 and
19777 On both those occasfOns, the Chancellor announced
to the House an intentjén specifically to sell BP shares.
That did not take pl e on this occasion. That is why tba
House objected. Juite apart from the wisdom of
Government's sefling or proposing to sell about £6
in assets since f/hey have been in office apd the sy
stampede finapcing that t emplifies, does the
hon. Gentlema the specific promise made
then Chancellor on 31 October 19797 Elaborati
terms of the sale, the then Chancellor said:

“The prospectus will record that the Governr
intend to sell any more of their present holding in t}




