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AN OPEN LETTER ON EU BUDGET 2021-2027

The negotiations on the European Union's multi-annual financial perspective for 2021-2027 are underway.
The European Commission's recently updated budget proposal with suggested measures regarding the
COVID-19 health and economic crisis and the recovery of the EU economy proposes only minor changes
to the earlier version despite the extraordinary circumstances related to the pandemic and the increased
need to use scarce taxpayers’ money in the most effective way possible.

The proposed massive borrowing of an additional € 750 billion at the expense of future financial obligations
of EU taxpayers without a proper budget reform is likely to deepen the existing deficiencies in the EU
budget and to undermine the EU’s ability to rise to the challenges facing EU27. Failure to reform the EU
budget could further strengthen redistributive conflicts inside the EU and increase the risk of disintegration
of the single market.

After the UK’s exit the EC’s proposal to increase the contributions of EU27 in order to maintain the same
budget size as in 2014-2020 is ill-founded, especially as its significant share would continue to be
redistributed to farmers, causing inefficiencies and raising questions of fairness.

The financial effects of Brexit and the needs related to the joint response to the COVID-19 crisis should be
handled by reducing funding for CAP and cohesion policy.

A number of changes to the EU budget structure proposed by the European Commission are in the right
direction, proposing to increase funding for those areas where it may add value. However, the proposed
reductions for CAP and cohesion policy are negligible, and the total funding proposed for these areas remain
far too large, amounting to around two thirds of the proposed EU budget.

At the same time the funding proposed for those areas which could bring value-added and contribute to the
common goals of the EU27 are modest. A large number of new programmes and their catchy titles cannot
disguise the remaining huge disproportions between their funding and the amounts earmarked for CAP and
cohesion policy. The elimination of such redistributive programmes should be an essential precondition for
the EU budget if it is to meet the basic principles of effectiveness, fairness and subsidiarity.



The size of the EU budget should be an outcome of the decisions to fund those areas and projects which
comply with the principles of subsidiarity and European added value and which contribute to the common
goals of the EU27 set out in the EU Treaty. Reductions of ill-founded redistributive funding should be
redirected to the areas which contribute to the consolidation of the common market and more generally
create positive spill-overs from EU funding to its member states, maximizing benefits from
interdependencies and minimizing risks from it. Examples of such targeted spending include cross-border
infrastructure and facilitation of cross-border trade, investment and travel, external border protection, and
structural reforms.

The revenue structure of the EU budget should be made more transparent and easier to administer by
moving towards GNI-based contributions of its member states, while other sources of revenues and
corrections of payments (rebates) should be phased out.

The proposals to introduce new revenue sources, such as a tax on the access to the common market, a
common consolidated corporate tax base and national contributions from non-recycled plastic packaging
waste, contradict the principles of a more transparent and easily administered budget. Some of the newly
proposed taxes would be counter-productive to the EU efforts to re-shore production and increase
investments in the EU common market.

A GNI-based budget would be in line with the principles of fairness and democratic representation — as
long as there is no EU wide polity there should be no EU-wide taxes.

We, the eleven undersigned think tanks from ten Member States, call on the EU leadership to rise up to
today’s challenges and embrace the declared principles of effectiveness, fairness, subsidiarity, transparency
and democratic accountability so that the new EU budget maximizes the added value of the taxpayers’
money in the pursuit of the common goals of the EU and its Member States.

For more see Position Paper on EU Budget 2021-2027.
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