SPEECH BY CHRISTOPHER TUGENDHAT, COMMISSIONER OF THE
EUROPEAN COMMUNITIES, TO THE. INSTITUTE FOR WORLD ECONOMIC
. RESEARCH, HAMBURG, MQNDAY, 3rd MARCH, 1980 at 17,00 H

S0 THOUGHTS ON THE EUROPEAN COMMUNITIES BUDGET"

it ves me 0reat pieasure to come to Hamburg

- and talk to ;ou touuy, not only because I always engoy

nl

'ierz p“s ts to tae Fedoral Republic, but also because
-th'te are good reasons why it is, I believe,‘appropriate ;’
for me to make this particular speech in Germany. ‘A',f‘{ifﬁ;i‘ij

',spcech abatt L e Community Budget is especially relevant

'4/in t‘*e rosc economically successful Menber State of the \3i

rt“Conmunitj, u“d tne one which sets an example of economic b

( .
P

"i{istab 1% ty: ta us ail. 1 want therefore to. share with YOU :ﬁ;;fs;d

‘Q'scnc tnctghts about this Budget as it 1is now, and how ‘Fﬁiiﬂﬁ;’

Zit me y cevelop in the future.

 Tae Ev*get of the EurOpean Communities has in the d%lf;z\ :
past tcneed to be seen as something oi a political | |
~_bucknate s the preserve of specialists and 1awyers who o
ihave succeeded in mastering its very technical procedures.‘
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- However, since I took over reSponsibility for ‘this portfoliov‘
" in the Comnission at the beginning of 1977 it
has moved fron the political periphery to the centre of the stage. B

There are several reasons for this change.h '
i '

Fi stly,,it has become apparent that the Budget is ;“

»the point at wnich the Council of Ministers and the European
,Parl‘ament cl ash and at which in important respects their

V'powers are de‘ined.v Two of the last three budgets have been | N
::subjects of dispute between these two institutions, which f o
.tooetber con itute the Btdsetary Authorit» and the differences /

’over the 1980 Eddget proved so intracuable that the Parliament

Tfrejected it altogether.‘s

Cn both occasions the dispute arose out of a fundamentaly’

*';Jdisagree ent about the balance of the Budget. Throughout the
Community there is growing unease about the pattern of Community

l expenditure, and particularly about the way in which it is

© R e ey s .ot ey o

ffdominated ay agriculture, which in 1979 accounted for some 70%
.of the. total. This unease has been strongly expressed in the
Parliar ent, and is the second main reason why the Budget 1s now

4attracting s0 much attention.

The chird is the approach of a financial crisis, It

- seems likely that at some point in 1981 or 1982 the Community s

_financial "“wn Resources" will no longer be sufficient. When
r,that happcns rember states will have to face up to some difficult
,bprob involvino both income and. expenditure if the Community

’:[his to avoid a political crisis as well.




which the costs ‘and benefits of the Community Budget are:t

i“ . . -3- g ‘, | : ] ”' ‘.

Finally there is the problem of the unequal way in j v
’ ’

distributed among the member states. This is a source of

part'cular and understandable concern in Britain. It is =

of vital importance for the Community that a satisfactoryi

h“solu ion to the British problem should be found with a.

ndn:mum of de-ey, but that is a subiect for another speech L

a*d; t a'h sone of the things I have to. say are relevant Sk

to this problem, it is not the focus of my remarks this
evening. .‘ v ' O T T

TUF B’DGET AYD THE INSTITUTIOVS

| curb expenditure and (b) legal significance of budgetary

1 said that ‘the Community Budget involves fundamental

political and institutional issues, and I would summarise i

these issues under 2 headings, (a)

F

powers.~ ‘Before discussing these points, however, I should

explain briefly how the budget procedure works. lli-

- As with almost all Community measures, it is the s
Commission which initiates the procedure by drawing up the
basic budget prOposal (the "Preliminary Draft Budget") This
is then presented to the Budgetary Authority, which consists

of both the European Parliament and the Council of Ministers.

and follows a procedure whose sequence and deadlines are

laid down in some detall in Article 203 of the Treaty of Rome,

The budget is given alternate. readings by the two institutions,a

uo to two readings each beginning with the Council. It is,

'f however, the President of the Parliament alone who, after_

, the final reading by Parliament, ‘can declare the budget.adopted

P

.or rejected.

e
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(a)' Canecity to alter expenditure appropriations\ L,
; Tne respective powers of the European Parliament
and the Council of Ministers to alter expenditure S

the Etdget differ significantly. They

ey

‘apprv,v-a
a“e‘gov .ad by two key factors.‘ the distinction in the

bL get bctween "obligatory" and "non-ob’igatory" expenditure,

and the exi SLenCL -of a "maximum rate of increase" of non—

[P

| obliga ory exnenditure.

REREP ¥

T The unusual and rﬂther artificial distinction between‘-'i
.lroblibatoi/ and non—oblioatory expenditure arises from
‘l differences in the procedures laid down in the Treaty for"”
}‘app:oval of expenditure "necessarily resulting from this lff{ - {
. ‘Treacy or . from acts adonted in accordance therewith . ;f
ti(Artlcie 20;ﬁ57)'§ the so—called "obligatory" expenditure,
~‘and ail erber expenditure which is called "non-obligatory".ji
*ho obligatory section, i"making;up some 8OZ}OE"3ctfffi‘d£

he budeet, is mainly agricultural spending which\‘Because o

aof the oncn-enued nature of the agricultural guarantees,»

“:flo"s attomarically from the annual price«fixing by the
!

: Council o* 7ricultural Ministers. Since harvests and i
world-market deve10pments, or indeed the decisions of the . i

k;agric ltural ministers, are not always easy to predict with

. any precision the amounts voted on this side of the budget - o

. have been seen as estimates ratherithan as cash limits,




Fa

-vri~g the course of tue year supplementary budgets

PE

‘ /haue f ten been required to meat increased

: a*ricultural'ev diture, thus altering the final balance i

of the budgat. Because the price-fixing is exclusively “

tne roaponsib*llty of the Council,. (on the basis of

iC ormi sion proposals), and because of the limitations in ;??"
lthe Trea ty on Parl iam:nt's capacity to alter obligatory e
.,}experd*ture, this area of the budget has been seen as

A*ef‘ecci\giy under the control of the Council of Ministers.

I

Thz- non—obiigatory expenditure, on the other hand

Adcle rly p’ovides for Parliament, within the limits of the

‘ naximum 3 te, to have the last word. This covers a wide

\rungc of atters,'such as regional, social industrial and 1”“
',e"erey yo icy where new policies are being deve10ped but ’

here in coxp:rison to tbe costs of the CAP spending is |
vrelativel/ snall and Community policies are not very far advanced.
: -”he ﬁaximumuratebof'increase 5f this»non-oblieatory4'fb".

erpenait e is declared by the Commission at the beginning S
of tne bu. ec procedur° aiter technical calculations on GNP

A voltr° trercs " variations of national budgets throughout

: and the trend of the cost of living, |
’kg*ner S:ates,/ The Treaty prov1des that the maximum rate

lcan be excetdco, but only with the agreement of a weighted

- maJority in both Council and Parliament.

e
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ThiS'distinction between different‘types of spending N

’

and the institutional relationships it implied posed considerable 1

p.oblens for a new directly—elected Parliament determined to

e el ective budgetary powers and to establish a

0
H

clg

".‘_

politic-lly acceptable budgetary strategy. Had it accepted'
' the ort’ocor view of its appropriate role it would have found
i:self te ‘in° decisions of substance only on ‘some 202 of the

o

: hBudoct, wd that within limits determined by a maximum rate

7ﬂ'uhic1 ic regarded as unduly restrictive, while the other SOZ

f of expenuiture was effectively beyond its control and subJect

1,

- to no liuitations on its rate of increase., The quest on for f{f'

~

1 Parliarent was how in these circumstances it could create a '

&’ ’
better balance in the Budget between agricultural and

" non agriCULtural spending, particularly if it did not regard

}‘{,simply pucning Lp non—agricultural spending as an adequate ,

f‘door sligntly open, raising the possibility ‘that 1its proposed

‘/"'tha“ 4*s powers to reject Budgets and Supplementary Budgets

fl'or'approoriate, or indeed possible, means of achieving this. | :d

-

- obJective. ‘ k}~f~ﬂ}_-u‘ ;iy,f j\’;~v' , -r'_gfpx_ 333' i
. . ) ‘ ., \ . o ‘ : “ y ‘ v C. - ’~ - ‘e - N ) e '

| » ‘The. Parliament's response was to challenge the .

iforthodoxy and to show a clear determination to insert 7
,itself into the process of determining agricultural spending .
,kthrouoh the muximum use of its budgetary powers., It took s

up prcviously unused devices which enabled it to push the e

‘alterations in obl*ﬂatory expenditure could be made effective

with the support of a sympathetic minority in Council, and

cculd be used to apply approximate cash limits within

* ~;which awricultural Ministers would have to work.




'This radical departure from previous assumptions about |

the respective instﬂntional roles caused much fluttering
in the Council dove-cotes, and 1t was in the end a )

com b tion of institutional pride, unwillingness by Ministersi
to respond to Parliament's concern about agricultural costs,.‘
'apd the COuncil's determination to cut proposals in the :

1 pon~ub ory sector, which led to the ngection by Parliament i

of the 1cso Budget. e

(b) Teo*slative and Budgetary ‘Powers
The determination of the directly-elected Parliament
to assert to the maximum extent its budgetary rights is\ :

',better understood when we remember that there is in the

jiCommunity a. separation between budgetary and legislative -
-'power. The Council has exclusive legislative authority,
_while the Parliament ‘and Council together form the Budgetary .
| Author‘ty.7 Thus the Parliament's budgetary powers provide -
~ the only point in the Cormunity s decision-making process’ -
where it can determine (as ppposed to simply influencing)

the direction of Community policy.

' Vt‘is also quite a fundamental question for the o
institutions ‘whether a- decision by the Budgetary Authority
to vote funds for a particular purpose has legal effect
which allows the Commission, as the institution responsible o
kfor implenenting the Budget to spend the money without any
_other legal base, or whether it 1s necessary for the Council

~ to pass a Regulation providing for the policy concerned before ‘

 the Cc"nission can act, If the former were to be the case,

- then the significance of Parliament's budgetary powers would '

be greatly enhanced.




"“,-purls

It will cause you no great surprise when I say that |
tthere are many in the Parliament who take the view that a
~decision by :the nudgetary.Authority alone'provides;sufficientﬁ
legal authority for'action in‘that field by the Commission,
while‘*“= Counc‘l Of brnisters is inclined towards the view :i
; V'that a. R:gulation is necessary in the vast magority of cases.
~;Thc ConmiSsion finds its,lf in the position of reJecting both

views ard opcratirg on the basis that the budget does

- not a-s:ys provxde en adcquate legal basis for action,

, eSpecially uhen new policies are involved but that we can

L’WitHOLt a Regulation carry out. an "action ponctuelle" as it g

'fis cal*ed best translated as a well-defined and specific

o .action of a limited nature.

"~ The Refclation of Con lict

It is, I think clear that our
”bud:ttaly procedures art in a state of evolution and definition

which has irportant inplications for the relationships between

-

”Comianitj institutions.‘ It is also clear that Parliament )

*and Council quite often disagree. But, you may ask why

should thc institutions clash and should there not be

¢

'vprocedures for resolving disagreements?

. N R . A
G o - by v v o ot rp ot g o 4 o e

TSNt v o s o = o

“The answer‘is, first, that the inStitutional framewOrk_ofh.

the Commnity is designed to ensure a certain halance and 8

difiusion of power between the institutions and that some tension.

.between them 1is therefore inevitable, secondly that the
effectiveness of the decision—making process depends on this

) b ino a creative tension, rather than an element oi disruption,
'and thi-aiy, that tne institutions have not always made good use

‘ of parts of the procedures which are specifically designed to

»‘:e‘litate retonciliation of differences.k



The.d! Lerences between Council and Parliament, although

they often involve different interpretations of legal texts,

v

arc essint 111y polltlcal and it is approprlate therefore

[999 g

“*'r they should Be *caolved politiCully ratne; than by

protracted legal wrangnos be :ore the Ebronean Court of Jqotice.

That {e Wiy w2 Love in_the bud geta*y proce 're' f}sten of

‘e

”ccee;~i;;iov” . g

weet and ciscuss C;ffieulties at oifferent‘écag 28 of tbe
DIOCESS, Before direcs eco t‘ons this 'denioe 33 ot axway
trezz:zd witn the inpo?tefce it deservod largely b uce th

“C=uncii g;s;n ‘éccu°to ed Lo glVlUg gteat weigﬁt to the fj}fd
views of Par ienenr, bur it is now cle_r that it wi 1 be a key,
factor in ehgi" 8 cnat Councx; and Pa*liament suc eed‘in o
*no:kiﬁéiﬁéfmonzoxoly together.V It will be essentiql for'
tnekCouncii'to éhow~v wxllingneos to use the procoduve as a
'Jaxs oh-e«ce~lzsh ing el fective pattnership with Yarliarent

scuqsion of prioricies, the exercise

v

on txe uecne thro wh

politica’ ra ner than purely technical judgements,'and tnel

‘

uit of ‘Oﬂﬁvomicc when neceseary If the Par111nent £4nds

o

urs
that the 'm ﬂe*invs with oouncil continue to have in'ﬁeﬂ"“te
pr:;arotie., an the‘e ol anne of views has no visible effect on
Cou:o c i' ns, then "conciliation" could simply become a

rec‘*“frn for creating frustration among EMPs and add to

Py

the arcaes of conflict between the 1nsc1tutions. Similarly

CE{rs necd to fb”w a w111*“*ness to use the Opportunlties

conczllatlon offers for achleving a compromlse w1th the Council

-

wovides fOf Lara.iu ent and LQU.’]Cil to

——— -

S e e e e e e e —meve - —— o
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: being used simply for making ineffective political

It willibelp considerably in establishingf

eff ective dialogue between Council and Parliament

- 1f both institutions can adopt a more disciplined and -

cchesive‘approach to,tbe budget. On the Council side'fi
this reans a greater co;ordination betweendpolitical:s»
stacerents by Heads of Government and Councils of |
Ministers,and the actions of Agricultural and Budget
Councilg S0 that budgetary and legislative action |
follow Community priorities.r On the Parliament's side it

| means ensuring that pressures from specialist

comnitcees (transport, regional policy, energy,

developrent etc; ) for increased spending in their own }

) areas do not lead to budgetary debates and amendments

‘e v

gestures, a discipline which the directly elected

Pariia“ent, uplike its predecessor, has made some ;

progress towards applying.

\./0

. e et o e P~ W+ o on

4.,
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I have 80 far ref erred only in passing to the role
- of the institut on of which.Ikam Member, theyEuropean ,

iCom:ission., This is because‘the Commission,'although

its‘work is a central element 4in the budgetary procedure, :
is no* part of the Budgetary Authority, because the most
spectacular political clashes have s0 far been betweea
Council and Parliament,‘and because the role of conciliator ,; »
which the Commission is often required to play can best be
v‘itppreciated after looking at the scope for conflict., The :f;
: Commission gives the Budget its initial political steer :?'b
‘”‘in presentine the "Preliminary Draft" and providing all the

/_ technic al information, it is represented at and participates
in the cisc sicns of Parliament and Council throughout, and

t-it executes the budget after its adoption. 1";;«’-

1 hould not seek to claim that the Commission has_ﬁi'
- aiways contributed suf‘iciently to realism in the budgetr\v
pr0fosais it has put forward. There has sometimes been aqf
‘tendency for Commissioners and Directors General like i
iParlia.ent’s specialist committees and indeed like the
“g"spending" Dtpartments in national governments, to equate

" success in their area of work with the size of spending plans.



.“e arornach cf "cash 1 mits" in»the form of
the own resources ceiling has helped to impose greater
dizcipline on cur approach, as have the new pressures -
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‘the impasse between Parliament and Council, strikes-the right

~ : R

/betucen the nzed for economies and.thé_importaﬁCefof e
st"efﬂ“ £ning Coumun&ty activities in areas where

cmuthing prad cal can be achieved.
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THV PROnLFw OF %ALDISTRIBUTION o 3 , -
The issue which lies at the heart of the institutional

difficulties 1 have described is that of the maldistribution

- of Community 5pending, and in panticular the overwhelming _fd: -

ucigkr of aoricultural spending in the Community BUdget.:j'**';

Agriculttcc is of course the one major internal policy area .

~where a real transfer of competence from the national to the f;_"i

“Comrunity levcl has been made.\ Through the Common Abricultural

f;gPolicy it is organised and financed on a Community-wide basis

| which hes no counterpart in other areas of government activitys.ff!'

/2:ltvis not-surprising therefore that it should dominate the :f;ff,j
fibUdbet' nor should the CAP carry ‘all the blame for the'

‘<’mfailure of the Community to develop other major common'

'tcTPOIiCIGSO ;tgfég;ff332~n;‘

| ‘“Jrsf?nonetheless it is right that the CAP should be & ,ixep :

o ucause of concern. Over the last five years its cost has moref :?

. <

ris difficult to justify an annual increase in agricultural

"'_;‘t‘*.sn doabled from 12 600 million DM m 1975 to 27 soo million m
' in 1979.-qff»;4 | e e S ) L

~

n expenditure vastly greater"fgrfﬁiyile than the increase

X in areas such as regional, social industrial and energy policy -;

e

_vareas where the Community has been active over the last 5 years

'%fyin de»eloping new Community measures.‘_The cause of this increase

4‘,in costs is essentially the increase in quantities of

o agricultural produce subject to intervention and other support '

o measures i e.‘surpluses.,"




"Tf;curbing aoricultural costs. fgmuf'

| jifstage» -
'kif,ignored by the Council of Agricultural Ministers, who regularly

-

‘fr; 1a>;

: There is no easy or. cheap solution to the problem of disposing

‘.of these su*pluses once they have been produced and it is -;

on the factors i g rise to surplus production that we need

to concentrate. The problem is cqncentrated particularly in

},:the dairy sectu-, wnere surpluses of milk products last year
:Eitook 4 % of al 1 icultura erpenditure, or 321 of the entire ;]th
Co*rwﬂity Bt’cet. These figures illustrate the inescapable -

dw‘cornection between masterino the problem of surpluses and ._}fv

Tl g R

Y tttrs ould not have been allowed to get to this fif§t

1€ the Cor.ission s warnings had not been persistently

‘agree h‘gher price increases in the annual prices settlement'fipf”

than are p oposed by the Commission, the present Community

fResolvxnn the problem now will take time, it is rather likevc.'
‘;the tine—lag between turning the wheel of a large tanker at
sea and actually succeeding in turning it round. But it can ;f'j

"[’be doM and it is essential that we make a start.‘ That is B

y the Comnission has in the last few months made a two-pronged

= attack on the prob em:  we have prOposed a savings package,

L key element in which is a tax on milk producers expanding

their production, and a prices package involving lower"‘

' fincreases 4n prices for surplus products than otherwise

cbt be justified.~ If inplemented these proposals provide s

=}ithe opportunity for B beginning shift in the balance of the, o

- budget awuy fron aoricultural expenditure.

L

R

K fcrisis on both agriculture and finance might have been avoided. ‘-g,
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'.The‘C£§{a an 4nstitution L ‘g~),;”~;~7;f’
o | Their fate will now be determined o ‘

by the Coancil of Winisters, who should take into account

not onl y the irterestsfof Community farmers, but also the

. !
i_mpendino e\baus ion o‘ the Comrunity s own resources (and

therefcre tne int rests or texpayers), and the need to secure f:

a*recrﬂ** on and aCOption of a budget for 1980. The failu*e»j

in t“e past ‘aseq4 ly to taae these wider considerations into

~raccour“ has to”a‘l rge eytent flowed from deficienciesvin\the

N

inst‘t Rna;;avrangements for determining agricultural policv. ’

‘ﬁow that the impact of agricultural decisions on other areas of

Community sctivity has been highlighted I believe it is time'fff’ -
: to m;ke rad*cal chances which will end what has hitherto been o

,the "oo aine reservé" position Of agricultural policy-making ‘?{tfﬁ‘
throughout tnc Commu ity institutions.f Until now decisionsrdr

~on egri cuitur prices and related matters have gone through the vchdf

IS A4 -

| Thore with a broader view of Community policies have not taken fei,f~

sufficient in erest in tbe process. ‘ gf‘f’

. E iif 1is is true at the official level where there iszvéirsﬁ

4 a Special corn;ttce oi o‘ficxals to prepare meetings of the |
COuncil of hgricultural Ministers, instead of the normal Committee

of Perma"cnt Representatives, generally known as COREPER. It is ’,

; also true at “the highest level where the heads of government B

ing in ebe:EtrOpean Council do not really seem to have succeeded E

meet
in puttino agrﬂculture onto the sane basis as other policies, s
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. ¢ know it is argued that Ministers of Agriculture
‘are not creatures apart from the governments of which they
are nenbers, and that their mandates are worked out in the

| national capitals so as to take account of non-agricultural
»interests. The fact of the matter is, however, that once the’
: AgriculturaT Council starts thty have time\and again ‘shown .
thense’ves ab’e to engage in trade—offs between the various

‘aoriculturai interests that pay little apparent regard to :he o

finterests of taxpayers and consumers, or the limits of Community‘l |

N
e

v.finance. -

X FI .. N

A fundamental reform required is to bring
;agricultural spending within the budget framework §0° that it

1is subject to financial disciplines and viewed alongside o

other Conmunity policies. A small step in the right direction'

was taken by the EurOpean Council at Dublin when it was agreed ,;'

that the Co““ission s package of proposals for agricultural

o savings hould be referred to the Finance as. well as the.ft.\;:

) :Abriculture Ministers, This iﬂeVitably means an inVOlvemenc by :ux

Finance Ministerb in setting the framework for the PrICes S
-+ long overdue

settlenent, a/move towards making agricultural policy financiallyr'w

accountable. j“v , RO

- o,o

A e bt o m c———— - - o
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Ay7fnext step would be to decide how much money could be made '”'

The Commission has a part to play in this as well.f
-“When it .starts to formulate its proposals for agricultural
lprices and connected measures it will have to do so within
the same context as its other policy proposals. Instead
of dealirg first with agriculture and then with the rest -
| 1e should invariably consider both together. The point |
'gjof departurc for the whole budget exercise would therefore’”

be a forccast for the year ahead of income and unavoidablevfw

lexperditure arising from policies already in Operation. Thef“;f*f,

rvavailable in the light of the Community s overall financial i
position to develOp these policies and to initiate new onecfﬁy

VWithin this assessment agriculture would be treated on the ;"

.

ifsame basis as everything else.

’agricu tural and non-agricultural expenditure and the fact : *\

‘”that resources allocated to one affect the amount available./

‘to the others would thus ‘be clearly established.; In this EoL e

'.yﬁway, of course, a start would be madelpn putting clear :*'~
a

budgetary limits on the fulfilment of/our policy obligations.

Such an approach would be easier to operate if the
| Budgetary Year and the agricultural year could be made to -
“ yun 1 more closely together. At present Article 203 of the h

S Treaty lays down that .the Budget Year is ‘one calendar year, '

while tbe agricultural prices settlement is =

;’e; supposed to take ‘effect from April l, though it is often

-

delayed for anything up to two months or more. o SRR,

s

The inter-connection between-;,gg

-

-
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I believe the agricultural year and the Budget,year’

;.should be the same.‘ This would make it both natural and,

easy for the Commission and the two arms of the Budget

- Acthority to car ry through the decision~making process

‘.for aoritultural and non agricultural expenditure on the

same timetab eo The possibility of one pre-empting the

ther as happens at present, woqu thus be greatly reduced.’

':the budge ‘ Let me now outline what the Communities

THE mﬁéusrmN OF COMMUNITY REVENUE

At the beOinning of this talk I referred to the

.3epproach of a financial crisis. for the Community, and

’ oo

'vsince then I have several times referred back to this o

point as an inportant new factor in consideration of

~

revenuas are, why they are likely to be exhausted soon, o

Jand what the implications of that happening could be.ﬁ

~

The revenue of the Community comes from all

. <

,1fcusto~s du*ies, agricultural (customs) levies, and up

to l% of VAT levied on a uniform base.- These are paid
bdirectiy to the Community from Member States who collect »
_then on btnalf of the Community, and they are. therefore"

-known as Community Mown resources"

o/o



Last year finance for Community activities took
allyof the customs ducies and_agricuicurelllevies“aSj‘”
: we_l as thfee-qoartefs of the totalipotencially a#eilebleki"

through VAT, or in other words _some 90% of the Community s

WSL v
. potential own resources. This 1eft a margin for additioral
expenditure "repre ating oniy some 5, 000 mill on LM or le$a‘

e

‘then one-fifch f cur current expenditure on agriculture.
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cost oflegle:gement.' The accession of Greece to Me*\er hip

e'OE,the'Cc%ﬁum ty in 1981, possibly followed in a few years '

“yby Soeiﬂ -an d Port cel wiil 1ead to ncw demands on  the

And *H‘rdly tuere is twe possible budget cost of the

resclution of tbe "B itish problen" which ‘could

- lead to ﬂif’Cunt increases in Community 5pending
in the UX in 1930 an d the years following, SRR S
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" The Comm ‘ity is li&ely soon to exhausc this marsin ~7‘if%

-Commnni y uLu?Ct even wirhin the frarework of existirg policies.
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The most important factor of all, however, is
agriculturalispending.' The increase in agricultural '
costs in 1979 was only slightly less than the total ,'
»margin left in own resources that year, so it is not
hard ta see how a cavalier attitude by the Agricultural e
'Minis*ers to budgetary costs. could quickly create a

irancial crisis. On the fate of the Commission s

‘agricultural Savings package and low price increase
; proposa’s depends the capacity of the Community to
'ﬁfinance its future activities. It is,not possible.to,‘
be precise about'the exact date when’we will’reach the:
fceiling,‘given’the tradeuvariationsvwhich affect’our |
}inc0me and our reliance on hypotheses about future | ‘,% o
'expenditure trends. But 1£ agricultural costs were tov* .
lcontinue to climb at the same rate as the last 5 years
‘we could run out of ‘money during l981'v if the Commission'
agricultural proposals are implemented in full we could probably
__stave off hitting the ceiling before the end. of 1982. The |
',latter would provide a breathing space;.and the prOSpect of
curbing agricultural costs over a period of time,‘but
'7we still‘need to-consider providing for an.increase in

‘'own resources.,
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why is this a problem?’ Because the present
linits to "own resources", and in particular the 1% VAI
Climit, wereyfixed’in 1970 by an agreement having ‘the
force of a Treatv which was subsequently ratified by
nati nal Parlianents. Breaching these limits has
‘therefore a nrofound political significance for national Lt
go»e rrme nts, A Community proposal to increase the VAT
.share to (say) ZA would have to be ratified by national ej
'Parliarents and governments naturally and very properly”s§77~
view this prospect with some reluctance. There are of . :
~ course other possibilities, for example the interesting t;‘

oil tax idea currently under discussion, but these ‘need

to be further explored and that could take some time.,

e

\

A proposal to increase own resources requires the
most ‘thorough scrutiny and Justification of existing
expenditure’ to ensure that’ available resources are being
_put to good use.‘ In particular it i{s essential that
hthe Communi ty shows itself able and willing to control ~ ..
_agricultural expenditure, and to establish a better . R

balance between agricultural and non-agricultural expenditure.

ool
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There are some in national governments who believe
tH's can only be achieved by allowing the Community to "«/
‘rin out of money, | thereby forcing reforms on the CiPs 1

hat to be an abdication of responsibility, which

(‘.)

believ

coul d do great damage to the Community and even result in
., f
a Lceoetyiu wiich spend ing on renional ard social policy

Wis sq::ezed out by continuing e>penditcre on ag cultural
c.rintecs. We must impose reforms‘wnich are in any_case -
'necessary, though‘of course given.added urgency by the'pending
'exnaustion of own resources. and’planxour future financial
vactiyities‘in a:rational and‘disciplined manner. The factk
‘tnat some of the bember States which are most firmly opposed
to rais*nc the ceiling for Community income are also among
.‘those which have done most to push up agricultural spending
bighiights the lack oi coherent thi nking which seems to be

endemic in‘national capitals on the Community budget.

’The*European Parliament,’in contrast/to the hbfmai~ '
parliamentary poSition, has powers-over expenditure but no
:‘revéque raising pouers. This is a'gap in the Community‘\ﬂ
budgetary s"stem which Hadame Veil quite rightly highlighted 3
in her first speech as President. I believe that now we
‘have a publicly accountable EurOpean Parliament we must
seriously co s*der the possiblity of amending Article 201
of the Treaty so as to ensure that in future the power of
the Bud~etaiy Atthority to spend is clearly matched by its

_ responsibility for increasing the level of own resources.

oo
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) CONCLUSION - ' ,
| | . What should be our conclusions on the Community Budget?
It is a modest financial instrument by comparison with national .
budgets, amounting ‘to only 2.6% of the total of such budgets
in the Community last year. “But its size alone is not the
yardstick by which it should be judged The important thing
| is that it should be a central policy instrument for building k
. the European Community, directing resources to where they N
can most~benefit our citizens, and helping to determine our o
. priorities rather than merely reflecting the accounting
consequences of decisions taken elsewhere., L :
. If the financial activities of the Community are to ,
iachieve our declared obJectives it is necessary that they
“be embraced in a comprehensive Community Budget which provides
[\a central overview of our strategy and our chosen instruments._
~That means that our increasingly important borrowing and

B lending activities, and the Community s development aid under
the Lomé Conwntion should be included in the Budget -

~which they are not at present, But it also means that the

financial impact of Comnunity activities on Member States and

' regionsvdthin Member States should not be perverse.

o
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In 1978 the Commission'published a discussion document
" on the future financipg of the Community Budget in which {t -
argued‘that a new own resource Or indeed an extension of an

L : f ‘ , o
existing own resource should not be regressive in its impact

[
States, and also suggested that the possibility

of establishing the principle of progressivity

.on Member

should be studied, " The European Parliament has since then

’;made'e corstructive contribution in this area where it

supported the proposal put forward by the German Chairman PR

“ﬂof the Bud et Conmittee, Herr Lange, that the Community

~ should seek to further economic convergence between its °
Member States not only by co-ordination of economic policy,
,but also by adopt-ng a system of financial equalisation

bused on per capita GDP derived from experience within

the Federal Republic “v", -

This is not the time for me to discuss these ideas in detaiI‘

_but I do believe that a failure to accept at Community level
the principle we all’ accept at national level, namely

. that those who have most should contribute most, can not
be held to be in the interests of a cohesive and develOping
Commun‘ty. " This is not just a question of the current 7
problen of one Member State: it is a fundamental question

of principle for future Community oudgets, ' .

3

e

DR ahichl 2t 4810 Ate o

g

ST et

ol 4t A B e 5 o



fConrunity taxpayers are to get value for money this must be

.~in which they live.: '

Tae role of the.Community Budget 1s complementary

to tiat of national budoets, but it can still be significant;

[

“Strict public expenditure control must, of course, be

observed at the Community . as at the national level and thereit

should be no unnecessary duplication by national governments ‘

- of activities transferred to the Community, I believe tnat

Conmunity spending on areas Such as industrial and'energy

" policy will and should increase significantly, but 1£

matchec by economies on agrz«ulture. The problems of achieving7

- the righ* balance are COUSldLrable but given goodwill in the o
l}QCouncil of Ministers, consistency in the European Parliament Ei
'fand a iirm and principled stand by the European Commission in

' defence of the European interest we can overcome them and

make oF the Community Budget something which all our |
ci*izens recognise as influencing for the better the Europe

PR
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