
I n t r o d u c t i o n 


My colleagues w i l l remember that i t 

was i n Strasbourg that we f i r s t 

d i s c u s sed the problem of the s i z e of 

the UK's net c o n t r i b u t i o n to the EEC 

Budget i n 1980 and onwards. 

We asked the Commission then to f i n d 

the f a c t s and repo r t and to suggest 

s o l u t i o n s . 


Problem 

B r i t a i n ' s p o s i t i o n i n t h i s respect i s 

unique i n the Community. We have an 

income per head which i s w e l l below 

the average. 

Yet we are expected to make the . 

biggest net c o n t r i b u t i o n to the 

EEC. 


S i x of the c o u n t r i e s here are much 

b e t t e r o f f than we are; and they are 

growing f a s t e r than we are. 


/ But with 
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But w i t h the exception of Germany, those 

c o u n t r i e s e i t h e r break even or 

b e n e f i t s u b s t a n t i a l l y from the budget 


Whether, you c a l c u l a t e i t as l 8 l 4 m i l l i o n 

u n i t s of account or as 1552 m i l l i o n , 

we - a l e s s w e l l - o f f country - make 

a huge net t r a n s f e r that i s 

unacceptable and i n e q u i t a b l e . 

We t h e r e f o r e seek a f a i r and 

eq u i t a b l e s o l u t i o n . 


D i f f e r e n c e between Dublin now and Dublin 1975 

The present f i n a n c i a l mechanism was of course 


n e g o t i a t e d at Dublin but t h i s was 

under extremely d i f f e r e n t circumstances. 

F i r s t , the previous Government was 

then r e n e g o t i a t i n g entry before a 

referendum. 

Now, we are wholly committed to the 

Community f o r l a r g e r reasons i e i  t 

i s best f o r us and f o r Europe that 

the c o u n t r i e s of free Europe grow 

together, consult together and on 

many things act together. 


/ Here we 
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Here we are and here we stay . 

Second, then the problem was i n 

general terms about the f u t u r e 
now i t i s about hard cash next year. 


At time of Entry 

May I j u s t take colleagues back to the 


assurances given us at time of entry. 

R e a l i s i n g that the course of events 

could not be p r e d i c t e d , i
the Commission prepared and the 

Co u n c i l of M i n i s t e r s approved a 

document which was then t r a n s m i t t e d 

to the UK. 

I t s subject was 

"The f i n a n c i a l arrangements i n an 

enlarged Community." 


At the end of paragraph 20 the documents says: 

"Indeed should unacceptable s i t u a t i o n s 


a r i s e w i t h i n the present Community, or an 

enlarged Community, the very s u r v i v a l of 

the Community would demand that the 

I n s t i t u t i o n s f i n d e q u i t a b l e s o l u t i o n s . " 


That document was dated 

13 November 1970. 


/ The new 




_ n _ 


The new Commission document before us 

s p e c i f i c a l l y reminds us of those 

words. 


We are r e l y i n g on that assurance now. 


Broad Balance 

Before r e f e r r i n g to the present Commission 


document now before us, colleagues 

w i l l note t h a t we are ask i n g f o r 

"broad balance" between c o n t r i b u t i o n s 

and b e n e f i t s . 

Some of my own people would say tha t 

b e i n g below average income and w e l l 

below, we should argue that we 

should become net b e n e f i c i a r i e s , and 

that t r a n s f e r s from the European 

budget could be expected to go more 

to the poorer members than the 

b e t t e r o f f . 


/ But I am not 
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But I am not arguing f o r t h a t . 

We are not asking f o r net gain from 

the Budget. 

B r i t a i n does not expect to be 

financed by any of our p a r t n e r s . 

We are a s k i n g only to be broadly i n 

balance. At a time when we are 

c u t t i n g expenditure at home on things 

l i k e e ducation, housing, s o c i a l 

s e r v i c e s , a net c o n t r i b u t i o n to 

Europe of £1000 m. i s deeply 

resented as u n f a i r . 

I hope that we s h a l l be able to 

complete the work we s t a r t e d at 

Strasbourg and take the r e q u i s i t e 

d e c i s i o n s . 


Turning now to the proposals on the 

Commission's paper, I should l i k e to 

make a number of p o i n t s : 


/ ( i ) 




The p r e c i s e f i g u r e f o r our net 

c o n t r i b u t i o n depends on how MCAs 

are a l l o c a t e d . In our view i  t i s 

the exporter who b e n e f i t s from MCAs. 

But I know that some colleagues 

would argue d i f f e r e n t l y , and I w i l l 

t h e r e f o r e d i s c u s s on the importer 

b e n e f i t s b a s i s - 1552 m i l l i o n u n i t s 

i n s t e a d of 1814 m i l l i o n . 

I f I were i n f a c t to accept that 

b a s i s , I should already be acc e p t i n g 

that we should be net c o n t r i b u t o r s 

to the extent o f 262 m i l l i o n u n i t s 

of account. 

I may want to come back to that 

p o i n t l a t e r . 


The Commission's paper to which I 

now r e f e r i n d e t a i l shows t h a t the 

problem can be s o l v e d w i t h i n the 

framework of Community p r i n c i p l e s . 

I welcome t h a t . I t means tha t today 

we can concentrate our d i s c u s s i o n 

on substance. 

The Commission has s p e c i f i c a l l y l e f t 

to us de c i s i o n s on amounts. 


/ The Commission 
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The Commission paper deals f i r s t with the 

s t r u c t u r e of the budget. 

I t asks that we endorse the p r i n c i p l e 

of s h i f t i n g some expenditure away 

from a g r i c u l t u r e to s t r u c t u r a l and 

investment p o l i c i e s . 


I b e l i e v e that such a move would be i n the 

r i g h t d i r e c t i o n , so long as i  t does 

not i n v o l v e us a l l i n a great 

expansion of the budget. 


But I b e l i e v e that i t s e f f e c t s would only 

be gradual. 

I t would do l i t t l e or nothing to 

solve immediate problems. 


/ On the c o n t r i b u t i o n s 
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On the c o n t r i b u t i o n s s i d e , the paper deals 

w i t h the f i n a n c i a l mechanism. 

So f a r the mechanism has f a i l e d to 

b e n e f i t us. 

I hope the r e f o r e that we can remove 

the r e s t r i c t i o n s i  t c o n t a i n s . 


We should remove 

the balance of payments t e s t 

the 3 per cent l i m i t 

the tranche system 


and we should remove a l s o 

-	 the t e s t of 85 per cent GNP and 


s u b s t i t u t e "below average GNP per 

head" 

the 120 per cent growth c r i t e r i o n . 


I f those changes were put i n t o e f f e c t the 

UK c o n t r i b u t i o n would be reduced 

by 52Q meua net. 

This r e d u c t i o n would be achieved 

by e s t a b l i s h e d Community methods. 


/ That would 
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But t'nat would leave us s t i l  l c o n t r i b u t i n g more 

than lOOCmeua net - not f a r short 

of Germany and v a s t l y more than 

France (which has a GNP H0% g r e a t e r 

than ours. 


I t u r n t h e r e f o r e , as does the paper, t o the 

other side of the budget problem: 

r e c e i p t s . 

I f c o n t r i b u t i o n s are the resources 

of the Community, the d i s t r i b u t i o n 

of r e c e i p t s from the budget l a r g e l y 

determines the p a t t e r n of burdens 

and b e n e f i t s - who w i l l g a i n and 

who w i l l pay. 


Here too the UK i s i n a unique p o s i t i o n 

Our receipts per head are l e s s than 

h a l f the Community average. 


/ UK receipts per head: 28 eua 

Community average receipts 


per head: 59 eua 

Shortfall: receipts per head 30.6eua 


tjotal, 1707 million eua 

Net refund i f UK contributes 1^08 million eua / 


/ From the Commission 
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From the Commission r e p o r t at the time of 

accession (approved by the Council 

and to which I have already r e f e r r e d ) 

we expected, and so d i d our colleagues 

who endorsed i t  , that we should by 

now be g e t t i n g a much higher share 

of r e c e i p t s . 


The 3 r d Commission proposal - that on 
expenditure to help UK r e c e i p t s 
i s t h e r e f o r e a necessary component 
i n any s o l u t i o n . 

The method we ourselves have suggested 

would be s t r a i g h t f o r w a r d , simple 

and e f f e c t i v e . 


A l t e r n a t i v e l y we could f o l l o w the Commission's 

idea of payments l i n k e d to expenditure 

i n the UK of a s t r u c t u r a l c h a r a c t e r , 

which would q u a l i f y under Community 

p o l i c i e s . 

They have suggested some examples. 


/ Whatever the 
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Whatever the methods, i f UK r e c e i p t s per head 

were brought i n t o l i n e w i t h the 

Community average, the UK would 

b e n e f i t by an e x t r a 1^00 m i l l i o n 

u n i t s of account. 

I could e a s i l y j u s t i f y such a sum. 

Indeed,.since we are w e l l below 

average income, I could j u s t i f y more. 


I hope tha t at l e a s t the gap between our 

r e c e i p t s per head and the Community 

average can be reduced by three 

qua r t e r s - not c l o s e d completely 

but narrowed by about 75% -

That would mean that UK r e c e i p t s 

would need to be i n c r e a s e d by 

about 1000 m i l l i o n u n i t s of 

account net. 


/ The two methods 
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The two methods, the removal of c o n s t r a i n t s 

on the f i n a n c i a l mechanism and 

r a i s i n g r e c e i p t s to a l e v e l which 

would b r i n g us nearer to the average 

would r e l i e v e the UK o f having to 

t r a n s f e r 1550 m i l l i o n u n i t s of account 

net of her income to the Community. 

As I s a i d at the o u t s e t , l o o k i n g 

at i t on the exporter b e n e f i t s b a s i s , 

we should s t i l  l be a net c o n t r i b u t o r 

to the extent of 200-300 m i l l i o n u n i t s 

of account. 
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The Commission has suggested the methods of 

d e a l i n g w i t h the problem -

Communautaire methods which I 

accept. 

The d e t a i l s and amounts have to be 

determined here. 


I b e l i e v e that the amounts I have suggested 

would be f a i r . 


The arrangement would l a s t as long as the 

problem. 

I f and when the UK income per head 

becomes above average, we should 

expect to pay above average net 

c o n t r i b u t i o n s . 


F i n a l l y 

I must leave you i n no doubt about the great 


p o l i t i c a l problem at home caused by 

t h i s budget question. 

I f any other country were i n the 

same p o s i t i o n as we a r e , they would 

be making the same case w i t h the 

same force and c o n v i c t i o n . 

And they would expect the same s o r t 

of response from t h e i r partners as we 


are expecting today. 

/ Deeply 
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Deeply committed to Europe as we a r e , we 

should f i n d i t d i f f i c u l t to e x p l a i n 

to our people i f we do not 

succeed i n remedying our problems. 


When there i s so much t r o u b l e i n the world, 

the l a s t t h i n g we need or want i s 

a c r i s i s w i t h i n the Community. 

I hope t h e r e f o r e t h a t here today 

we can prevent that happening, 

because there i s so much f o r us to 

do together i n the l a r g e r world. 



