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At C a b i n e t on ̂5 J u l y I undertook to c i r c u l a t e d e t a i l s of the 

e f f e c t of the CAP p r i c e s e t t l e m e n t on the UK c o n t r i b u t i o n to 

the Community budget. 

2. The r e v i s e d e s t i m a t e by the European Commission i s t h a t the 

CAP d e c i s i o n s t h i s y e a r have i n c r e a s e d the p r o v i s i o n needed f o r 

FEOGA e x p e n d i t u r e i n 1980 by 1311 MEUA (about £880 m i l l i o n ) as 

compared w i t h the f i g u r e i n the p r e l i m i n a r y d r a f t Budget. But 

t h i s i s because o f the assumptions they used i n drawing up the 

d r a f t Budget, i n p a r t i c u l a r t h a t a h i g h r a t e of m i l k 

c o - r e s p o n s i b i l i t y l e v y would a p p l y and t h a t t h e i r p r o p o s a l s on 


I	 "B" quota sugar would be adopted. The Commission's e s t i m a t e 

a l s o i n c l u d e s o n l y the d i f f e r e n c e between the c o s t o f the b u t t e r 

s u b s i d y agreed by the C o u n c i l and the i n c r e a s e a l r e a d y p r o v i d e d 

f o r i n the d r a f t Budget. A f a i r e r e s t i m a t e would i n c l u d e the 

f u l l c o s t of the i n c r e a s e i n the b u t t e r s u b s i d y but excl u d e the 

e f f e c t o f the d e c i s i o n s on the m i l k c o - r e s p o n s i b i l i t y l e v y and 

the "B" quota sugar. F i g u r e s on t h i s b a s i s a r e shown i n the 

a t t a c h e d t a b l e f o r a f u l l y e a r t o g e t h e r w i t h the e f f e c t on 

Community revenue and on the UK net c o n t r i b u t i o n to the 1980 

budget. 

3. The f i g u r e s f o r UK r e c e i p t s i n the t a b l e assume, as do the 
Commission's e s t i m a t e s , t h a t t h e r e i s no change i n the uptake of 
the s c h o o l m i l k s u b s i d y and t h a t the UK b u t t e r s u b s i d y c o n t i n u e s 
on the p r e s e n t b a s i s a f t e r the end of the c u r r e n t m i l k y e a r on 
31 March 1980. But the C o u n c i l d e c i s i o n on 100$ Community 
f i n a n c i n g of our b u t t e r s u b s i d y was i n r e s p e c t of the c u r r e n t 
m i l k y e a r and we s h a l l have to n e g o t i a t e subsequent arrangements 
a t the 1980 p r i c e s e t t l e m e n t . When answering P a r l i a m e n t a r y 
Q uestions on the f i n a n c i a l e f f e c t of t h i s y e a r ' s p r i c e s e t t l e m e n t 
 have t h e r e f o r e used b u t t e r s u b s i d y f i g u r e s f o r 9 months o n l y , 
i e 1 J u l y 1979 to 31 March 1980. We do not want to imply 
commitment to c o n t i n u e the s u b s i d y i f the 100$ Community 
f i n a n c i n g e x p i r e s on 31 March. T h i s i s one of the reasons why 
the f i g u r e f o r the UK net g a i n which has been used i n answer to 
P a r l i a m e n t a r y Q u e s t i o n s (£34 m i l l i o n ) i s lower than the net g a i n 
of about £102 m i l l i o n shown i n the t a b l e . But the main reasons 

I



f o r the new h i g h e r e s t i m a t e are t h a t f i g u r e s are now a v a i l a b l e 

f o r our r e c e i p t s a r i s i n g from changes i n UK MCA's stemming from 

the p r i c e s e t t l e m e n t ( p r i m a r i l y the net s a v i n g s on e x p o r t 

l e v i e s ) and t h a t f i g u r e s f o r the e f f e c t of the d e v a l u a t i o n s i n 

March have a l s o been i n c l u d e d . 


k. The f i g u r e f o r the change i n the UK net c o n t r i b u t i o n a l l o w s 

f o r a d d i t i o n a l r e c e i p t s a r i s i n g by way of reimbursement from the 

Community of payments made w i t h i n the UK. To ass e s s the f u l l 

e f f e c t s on p u b l i c e x p e n d i t u r e as a whole i t i s n e c e s s a r y , t h e r e f o r e , 

to take account of these payments, as w e l l as of the r e d u c t i o n 

i n our net c o n t r i b u t i o n to the Community, and to compare the 

outcome w i t h our e x i s t i n g p u b l i c e x p e n d i t u r e p r o v i s i o n s . I am 

s a t i s f i e d t h a t as a r e s u l t of the p r i c e s e t t l e m e n t and c e r t a i n 

o t h e r changes a r i s i n g from d i s c u s s i o n s on the 1980 Community 

Budget t h e r e i s no need to i n c r e a s e the p r o v i s i o n s we have made 

f o r 1979/80 and 1980/81. 


5. I am sending c o p i e s of t h i s minute to o t h e r C a b i n e t c o l l e a g u e s 

and to S i r John Hunt. 


PETER WALKER 




C O N F I D E N T I A  L 

FULL YEAR EFFECT ON UK OF CAP PRICE SETTLEMENT 
MEUA £aiillion 

FEOGA EXPENDITURE CHANGES 
( f u l l year eff e c t ) 

Beef A V e a l : I t a l i a n Calf premium
Suspension of 

Intervention
Milk: Butter Subsidy

Non-marketing
life common price increase A German 
and Benelux Green rate changes
Skimmed milk powder subsidy
Further changes i n milk sector
Other decisions
Green rate changes: 
UK - 5?£ devaluation agreed March

- 5$ devaluation agreed June
France - 1.4** " " March

- 1.5$ " " June
Italy - 9* " March

 * 6 l . 6 

 -7.4 
 +288.0 
 +36.5 

 +100.0 
 +31.3 

 +13.0 
 +46.7 

 -115.5 
 -115.0 
 +54.3 

+80.0 
 -76.0 

EEC REVENUE CHANGES 

(a) *3?7.5„ +266.78 

A g r i c u l t u r a l import levies 
Sugar: production levies 

storage levies 
Isoglucose production levy 

-171.0 
-18.1 
-10.9 
-1 .3 

-201.3 

Less 10?b refund 

Net effect of expenditure 
and levy change (a)-(b) 

0>) -181.2 

•216.3 +145.16 

CHANGE IN UK GROSS CONTRIBUTION FROM: 

Expenditure and revenue change
(216.3 x .165) 

UK levy revenue change 
(shAre of -201.3) less 10?? 
(46.7 x .9)

 +35.69 

 +42.03 

+77.72 +52.16 

UK RECEIPTS FROM FEOGA £m 

School milk Subsidy
Butter subsidy
Other (mainly green £)

 -8 .1 
 - W . 0  * 

 -68.8

-153.9

 _ _ _ _ _  _ 

 -153.9 

CHAN'.E IN UK NET CONTRIBUTION -101-74 
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