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THE UK NET CONTRIBUTION TO THE EEC BUDGET 

I t h i n k the time has come f o r us t o review the 


l i n e of argument we should use w i t h our EEC p a r t n e r s i n 

seeking to red r e s s the i n j u s t i c e o f our present net 

c o n t r i b u t i o n t o the EEC Budget- I b e l i e v e we need 

a l i n e which, more c l o s e l y r e f l e c t s our own views 

as a Government and the b e t t e r r e l a t i o n s h i p w i t h our 

EEC p a r t n e r s which we can hope t o enjoy compared 

wit h our predecessors. In a d d i t i o n , I t h i n k we have 

reached a stage i n the n e g o t i a t i o n where a change o f 

emphasis would be r i g h t . " 


My f i r s t p o i n t i s that we are i n a p o s i t i o n to 

approach this_j>roblem i n a more"direct, f o r t h r i j g h t and 


1
 
"Jcon^ident way than our predecessors. As you know, 

GrafTJarlbsGorff, the German Economics M i n i s t e r , put the 

po i n t w e l l when he t o l d me t h a t i t was more dangerous 

f o r h i s government to face a tough stance on the budget 

by -a Conservative Government than i t haa teen to r e s i s t 

the c-:::.;:r.-ui' of our p r e d e c e s s o r s . - Since we are 

unequivocal supporters of Community membership, our 

part n e r s know they have got t o face the i s s u e . 


//Opposition to the present net c o n t r i b u t i o n p o s i t i o n 

II i s common t o both main UK p a r t i e s . 


This means tha t we need not be f r i g h t e n e d by attempts 

to use p e j o r a t i v e formulae t o r u l e us out o f order l i k e 

" r e n e g o t i a t i o n " , " j u s t e r e t o u r " or "acquis communautaire." 

We should be ready t o say - as we s a i d i n the Conservative 

Manifesto i n 197^ - th a t " r e n e g o t i a t i o n " of a k i n d i s a 

continuous p r o c e s s , e s s e n t i a l i f the Community i s to 

evolve and s u r v i v e . What the process i s c a l l e d i s n e i t h e r 

here nor t h e r e . But»it i s a q u i t e d i f f e r e n t process 

from " r e n e g o t i a t i o n " i n the sense o f B r i t i s h w i t h d r a w a l , 

which i s what p a r t o f the Labour Party s t i l  l hankers a f t e r . 


/ S i m i l a r l y , 

The Rt. Hon. 

Lord C a r r i n g t o n , KCMG, MC. 
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S i m i l a r l y , what the Community has "acquis" cannot 

be t r e a t e d as immutable i f t h e Community i s not t o o s s i f y . 

And t o the e x t e n t t h a t any p r i n c i p l e g o v e r n s t h e net 

c o n t r i b u t i o n p o s i t i o n o f t h e B u d g e t , o u r c o m p l a i n t 

i s t h a t i t i s t h e e x a c t o p p o s i t e o f t h e " j u s t e r e t o u r . " 


S e c o n d l y , I t h i n k we s h o u l d now t r y t o t a l k l e s s 
about r e s o u r c e t r a n s f e r s and c o n v e r g e n c e , and more about 
the s i m p l e p r o p o s i t i o n t h a t o u r net b u d g e t a r y c o n t r i b u t i o n 
i s u n j l i s t . I do not s u g g e s t t h a t we r e s i l e from what 
has h i t h e r t o been s a i d about c o n v e r g e n c e . I n p a r t i c u l a r , 
t h a t c o u l d put us i n t o d i f f i c u l t y w i t h o u r I t a l i a n f r i e n d s 
who a r e a t the moment o u r one c l e a r a l l y i n t h i s argument. 
We must a l s o be read y t o use t h e argument about r e s o u r c e 
t r a n s f e r s at our expense o u t s i d e t h e Budget i n o r d e r t o 
b u t t r e s s o u r view o f hov; MCAs s h o u l d be t r e a t e d . We must 
s t a n d ready t o s a y , when o u r view o f MCAs i s c h a l l e n g e d , 
t h a t , f a r r e p r e s e n t i n g a Community s u b s i d y t.n n u r 
consum r ^ z , they s i m p l y r e d u c e t h e p e n a l t y imposed on us 
by the c \ ' ;' j-; nee between CAP and w o r l d r.-r.ces . I 
n e v e r t h e l e s : D e i i e v e s t r o n g l y t h a t i n t h e b u d g e t a r y 
c o n t e x t we _s h o u l d p u t a l l t h e emphasis on the i n j u s t i c e 
o f our net b u d g e t a r y c o n t r i b u t i o n r e l a t i v e t o o u r GNF 
p e r head.""  " I say t h i s f o r two r e a s o n s . F i r s t , i t i s 
l i k e l y i n the end t o be e a s i e r f o r o u r p a r t n e r s t o a c c e p t 
t h e p r o p o s i t i o n r a t h e r t h a n STT. the complex arguments 
about r e s o u r c e t r a n s f e r s and c o n v e r g e n c e w h i c h s u p p l y 
e n d l e s s scope f o r argument. We must g e t a c r o s s t h i s message 
i n language w h i c h p o i n t s d i r e c t l y t o t h e r e c t i f i c a t i o n 
we se e k , a v o i d i n g o b l i q u e p r o p o s i t i o n s w h i c h e n a b l e o u r 
p a r t n e r s t o say t h a t t h e y a r e n o t q u i t e c l e a r what we 
want. The c e n t r a l p l a n k o f o u r case  i s t h a t t h o s e 
below average GNP p e r head s h o u l d not be net c o n t r i b u t o r s 
t o t h e Budget. T h i s i s t h e d i r e c t l a n guage we s h o u l d use 
s i n c e i  t p o i n t s d i r e c t l y t o t h e r e c t i f i c a t i o n we seek. 

My t h i r d p o i n t w i t h w h i c h I know you and c o l l e a g u e s 
a g r e e , i s t h a t jwe _ s h o u l d n o t seek a s o l u t i o n t h r o u g h _ a _ 
m a jor i n f l a t i o n o f Community s p e n d i n g , i n t e n d e d t o make 
room r o r a b i g g e r s h a r e o f r e c e i p t s t o t h e UK. A s a t i s f a c t o r y 
s o l u t i o n i s not p o s s i b l e by t h a t r o u t e . I t wou l d i n any 
case be c o n t r a r y t o our d o m e s t i c v i e w s about p u b l i c s p e n d i n g , 
and might w e l l not g i v e us t h e k i n d o f r e d u c t i o n i n UK p u b l i c 
e x p e n d i t u r e which would open t h e way t o t a x r e l i e f . At 
the r i g h t t i m e , and as p a r t o f a b a r g a i n , we might be 
ready t o g i v e a s s u r a n c e s eg t o t h e Germans t h a t we were 
not s e e k i n g i n f l a t e d Community s p e n d i n g . You w i l l r e c a l l 
t h a t German M i n i s t e r s c a n v a s s e d o u r s u p p o r t f o r a d h e r i n g 
t o the 1 p e r cent VAT c e i l i n g on "own r e s o u r c e s " d u r i n g 

/ C h a n c e l l o r 
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C h a n c e l l o r S c h m i d t ' s v i s i t soon a f t e r we t o o k o f f i c e . 

The I t a l i a n s m ight be more rea d y t o seek a s o l u t i o n 

by the e x p e n d i t u r e r o u t e and t h e r e m i g h t be a p o i n t 

a t w h i c h t h e i r i n t e r e s t s d i v e r g e f rom o u r s on l e v e l s o f 

s p e n d i n g . I am however c o n v i n c e d t h a t t h i s i s n o t t h e 

r i g h t r o u t e f o r us. 


U n d e r l y i n g a l l t h i s i s the p o l i t i c a l argument. 

Our p a r t n e r s are o f c o u r s e w e l l aware o f t h i s . But a t 

t h e r i g h t time and a t t h e r i g h t l e v e l i  t i s a s t r o n g 

c a r d , p a r t i c u l a r l y p e r h a p s i n d e a l i n g w i t h t h e Germans. 

That t h e r e i s a r e a l r i s k t h a t i f l i t t l e o r n o t h i n g i s i 

done t o r i g h t t h e b u d g e t a r y wrong, t h e L a b o u r P a r t y I 

w i l l become committed t o t a k i n g B r i t a i n out o f the EEC I 

i  f and when i  t r e t u r n s t o power and w i l l use t h e b u d g e t a r y fl 

argument t o g a i n s u p p o r t f o r t h i s . \ 


F o r my p a r t I s h o u l d l i k e t o recommend t h a t t h e 

Prime M i n i s t e r c o n s i d e r a d o p t i n g t h i s more f o r t h r i g h t 

and d i r e c t a pproach at the European C o u n c i l m e e t i n g on 

21st/22nd June. There i s a case t o o f o r p r e p a r i n g t h e 

way f o r i  t a t t h e F i n a n c e C o u n c i l on 18th J u n e , b u t 

i t i s / t h e S t r a s b o u r g C o u n c i l t h a t we s h o u l d aim t o make 

most i m p a c t . 


I hope you w i l l agree t h a t t h i s change o f emphasis 

i s r i g h t . I t i s o b v i o u s l y e x t r e m e l y i m p o r t a n t t o 

g e t t h e p r e s e n t a t i o n o f our case r i g h t b e c a u s e t h i s i s the 

main i s s u e o u t s t a n d i n g between us and t h e r e s t o f the 

Community. You may l i k e t o know t h a t i n r e c o g n i t i o n o f 

t h i s , I have asked the F i n a n c i a l S e c r e t a r y , w i t h whom I 

have d i s c u s s e d t h i s f u l l y , t o d e v o t e a c o n s i d e r a b l e 

p a r t o f h i s t i m e t o o u r e f f o r t s t o r e d r e s s our c o n t r i b u t i o n , 

once o u r own Budget i s out o f t h e way. 


I am c o p y i n g t h i s m i n u t e t o the Prime M i n i s t e r , 

t o our c o l l e a g u e s on OD(E) and t o S i r John Hunt. 
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GEOFFREY HOWE 





