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Report of the Working group on the reform of the own resources
 of the European Union, by Alain Lamassoure on December 5th 2006

On the own resources of the Community budget, the European Parliament and the National Parliaments engaged in first exchanges already eighteen months ago. To date, all the national Parliaments took part in at least one of the four common working meetings, and 17 parliamentary assemblies announced their observation, either in writing, or at meetings organized by them with the rapporteur of the European Parliament.


In the working group of December 4 2006, 27 participants took part in the debate. They represented 15 different parliamentary assemblies. It should be noted that both Chambers of the Czech and Italian Parliaments were represented, and that the President of the Parliament of the Portuguese Republic, Jaime Gama, took part in our work.


Of course, the range of opinions stated is very broad. Nevertheless, some common points emerged on the diagnosis, the calendar, and on some guiding principles. It is necessary to insist on the fact that at this stage, they are exchanges of views which do not engage any Parliament politically, nor any political party of a Member State. The very large majority of the political parties did not have an internal debate yet on this subject, and thus do not have a final position. And, naturally, such a reform can be decided only unanimously by the 27 governments, and will require the ratification of the 27 national Parliaments.


I - All the speakers share the diagnosis on the very serious defects of the current system of resources of the European Union, and on its consequences  regarding the impossibility to finance major European policies.


The revision clause laid down in the last inter-institutional agreement must thus be made profitable to give to the Union a financing system that is simple, clear, transparent, equitable, and subject to perfectly democratic procedures. The general wish is to manage a political agreement in 2008-2009, for a phased introduction of the reform, at the latest since 2014.


II - On the guidelines which must be the basis and the framework of the reform, the discussion progressed much. Frequently quoted were:

- The “constitutional precondition”. It appears difficult to open an in-depth discussion on the financing of the Community policies, without first having clarified, in one way or another, the destiny of the project of the European Constitution. The needs of the Union depend on its competences.


- The maintenance of the discipline to which the European budget is subjected under the terms of the current treaties: obligation of budgetary balance, ceiling of the total amount, framework for the annual budget from a multi-annual point of view.


- The respect of the tax sovereignty of the Member States, which will retain their exclusive right to raise taxes.


- Tax neutrality, or principle of constancy: all things being equal, the transfer of a policy to the European level should not increase the total public expenditure, nor the tax pressure.


- The maintenance of the level of magnitude of the budget of the Union. The truth is that the opinions here are much contrasted, some insisting on the economic insignificance of a budget limited to 1 % of the GNI, others recommending the search for initial economies. But the margin between the current level of the budget 2007 (0,99 %) and the authorized ceiling (1,24 %) makes this debate theoretical for the next ten years.


- The fundamental political bond between the reform of the resources and the revision of the expenditure. The members of Parliament are clearly on the same line as the governments.


- Interest to continue economic policies supporting the maximum of growth, to increase the output of the GNI resource.


- Need for not penalizing the European companies, nor, more generally, economic actors compared to the rest of the world.


- Interest to resort to national taxes whose base is already, or could be, harmonized.

- Need for a progressive installation of any reform.


III - On the possible options, one could detect at least some tendencies.


1 - The quasi unanimous rejection of the creation of a directly affected new tax to the Union (“the European tax”). Some do not exclude this solution in the long term, but it seems useless or premature with almost all.


2 - Interest to preserve a “GNI resource”, at least for a time and as an element of a more complete system. But with the proviso of simplifying the current system considerably, in order to make it transparent and fair. And by making sure that serious technical uncertainties which periodically affect the evaluation of the GNI of certain Member States can be overcome.


3 - Among the existing national taxes, the VAT and the taxes related to environmental policies (eco-tax, CO2 emissions rights, taxes on kerosene) were most often quoted. Several speakers, of very diverse backgrounds, underline the interest in a combination of several taxes, of which a small part only could be assigned to the European budget: the cocktail could include, for example, a little CO2, a bit of VAT, a shade of GNI… 


4 - The income tax of the companies was not defended. Its adversaries are generally in favour to encourage tax competition in Europe. The rapporteur pointed out that the harmonization of the basis of a tax does not prevent competition at all: on the contrary, it makes it transparent and honest, which is hardly the case today.


5 - Members of Parliament also evoked other tracks, such as taxation of the financial operations.


IV - Possible follow up:


Resulting from public interventions and private contacts, there is a great consensus to continue this joint work. The objective should be at least to manage to establish a common dossier about which all the Parliaments could have a say at the proper time.


Mr. Gama, President of the Portuguese Parliament, who took part in the working group, proposed to organize, within the COSAC framework, a conference of the chairmen of the committees on budget and finances of the national parliaments and the European Parliament, open also to other interested members. We could set up a united working group, which could meet two or three times in the first half of the next year, during the German presidency, to prepare this meeting. Under the only responsibility of its members, this group would prepare an analytical table of the technical characteristics, the financial output, the advantages and disadvantages of the possible options for the reform. Each institution would remain then free to make its deliberations and its choices, but at least everybody would work on the same basis - all enlightened by the same information and our common exchanges.

*****

Note:

This is a non official translation of the French original version. Only the French version is authorised.
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