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UX COIINUNITY BUDGET CONTRIBUTION : CORRZCTIVE VECHAUTSIS

Dote by Officials

At 0D(79)6th lleeting, officials were instructed to report urgently on the method
or methods which could best be relied upon to achieve broad balance in the

United Kingdom's net contribution to the Community Budget, to show how they

woule work in practice, and to assess their merits and demerits. Net contributions
to and receipts from the Community Budget of member states are shown in Table,

1 below. The contributions and receipts figures in Teble 1 and throughout this
Note are taken from the Commi ssion Reference Paper and relate to 1980. The

Tigures for later years would be different and probably larger then those
showm.
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5. Ihat distinguishes the United Xingdom from other member state:

have a below-average GilP per head and are 2 net contriovutor.
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7. The possible mechanisms set out in paragraph 16 of the Chancellor of the
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The amount of the refund
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Remove Balance of Pzyments consiraint
clause.

Remove Balance of Payments constraint
clause and remove tranche system

As (b) but also remove 3 per cent
upper limit from all contributions
2bove GIP share

. hesd

Introduce GIIP per head '"gearing"
based on GIP share times GIIP per
hezd divided by =ZC average GIP per
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Line (c) of Table 3 shows the meximum yield unless the concept

of progressivity were introduced, and this has been firmly rejected by other
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ontributions exceed GIP share. As the United Xingiom import paiterns

to edapt to Community memvership, our contribution is likely o 2213
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712 2 corresponding reduction in the rezl value of our refunds. This tendency

would only be offset if Community expenditure rose rapidly.

espect of Receipts

12. United Xingdom receipts from Community exzpenditure are low in relation
to our share of Community GIIP(and &s 2 dercentege of our gross coniributio
Our receipts per hezad are likewise much lower than ihe Community avera,

is brought out in Table 4 below. ’
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(361) 562 (459)
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14, The advantage of 2 mechanism o0 raise UK receipts is that it focuses

atiention on the need o correct deficient receipts as well as our excessive

(2]

ontribution. I could solve our probvlem irrespective of the futurse patiern

of Community expenditure. Such a mechanism might be made more acceptable to the
Community by tieing the refunds to public expendiiure projects in the United
Iingdom vhich were consonant with Community objectives. But'the United Wnziom
could only agree to this as a purely cosmetic arrangemeny ie if the public

expenditure so financed would have talken place anyuay. The main disadvant

ege
is that the concept of a refund directly related to = receipt deficiency toulc

be entirely new and would involve payments to the UX not based on Communi t3
policies. Isolating the United Kingiom completely from the financial effecis
of future Community policies would be particularly objectionable.
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and the difficulties of persuading our paritners to accept the principle o

receipts refund.
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17. There are 2 number of siraighiforwerd rules or ceil

used to limit our met comtribubion directly.
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nancial llechenism, but

reformed i
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add to them.

mechanisms, therefore, m
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(768) 1192 (782)
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(1552) 1814 . (1814)

ivantage of 2 net contribution rule is thet it is conceptually

)is the only mechamism which, provided that the qualifying criteria

s that we would never have to make 2 net contribution. TIis

advantage is that the introduction of the net contribuiions concept

be even less negotiable than the concept of 2 receipts deficiency.

19. Ue could not expect to negotiate a reduction in our net contribution

vased on merely retaining the "own resources" collected in the United Tngdon

and ‘ransferred to the Community account. Ue shall have to proceed on the

principle of 2z refunc; and some time lag is inevitable before ouiiurn figures
for GIP etc become available. Our objective should be to male the time lag as
short as possible. ie should attempt to negotiate arrangements similar o

those under Article 131, .
tlec

o put in =z claim based on estimates of the refund due to us — 75 per cent of

{1

he agreed claim is refunced in January of the following year and the remainder

(%)

5 per cent, including adjustments, is paid leter.




balance of psyments criterion, the tranche

grafting on the Finencial Mechanism an:additional refund based

either on bringing our

Teceipts up to, say, 75 per cent of the Communit-r

T
ity
average or a straightforward no net contribution rule.

ircunstances it would be difficult

O

e 23. le should i indi it i 33
On the other hend, our resdiness 23 should continue to indicate thet we are ready to consider alternatives

ch would achieve comparable results, including a simple rule under which

cent of the refund) would help %o
interest in %he future course o would pay no net contribution so long as our GilP per head remained below
seav) S - Vi 2 [583 -C

the Community average. We should let the Irish and the Italiens make the

need to consider whether meling such contribution :ould be

{the objective of Broad balance running on excluding below average GNP countries from coniriduting towards the
vie SCVive 0L U L iCe.

cost and not ourselves at this stage take the lead in suggesting how the refund

shoulé be financed. should explore with the Commission whethsr it can
be done within the Budget in such a ws.y as not to affect the 1 per cent ceiling,
/e should ensure that the speed of repayment iras not less favourable to us

than under the existing Financial lechanism.

24. IHnisters are invited to say whether they endorse the conclusions in
paragraphs 22 and 23 as the dasis for further discussion with the Comnission
and subsequently with our Community partners,

Cebinet Office
27 September 1979




