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GENERAL PRESENTATION

The general budget for 2003 was adopted on 19 December 2002 after Parliament’s second reading.

The budget as adopted totals € 99 686 million for commitments and € 97 503 million for payments.
Compared with 2002, commitment appropriations remain at roughly the same level (an increase of 0.3 %),
just below the € 100 billion mark. This 2003 budget will finance all the traditional priorities and prepare
the ground for enlargement. It complies with the new Financial Regulation adopted in June 2002.

Appropriations for payments rise by a modest 1.9 %, but, in view of the very small increase in
appropriations for commitments, this demonstrates the determination of budgetary authority and
Commission alike to tackle the problem of outstanding commitments still awaiting payment. The budget
also reflects the consolidation efforts being made by Member States with their national budgets.

Because of the very tight grip on budget growth, a substantial margin of € 5 435 million in payments and
€2 629 in commitments is left beneath the ceilings set in the financial perspective.

Appropriations for agricultural expenditure rise by 1.2 % to € 44 780 million, leaving a substantial
margin of € 2 597 million beneath the ceiling. The traditional letter of amendment in autumn proposed a
cut of € 337.4 million in the expenditure entered by the Commission in its preliminary draft, and this was
accepted by the budgetary authority in a single reading. These savings are the net result of large increases
in certain sectors offset by reductions in others. Adjustments to the EUR-USD exchange rate have caused
some increases. The letter of amendment also made two changes to the nomenclature, inserting a line to
identify export refunds for live cattle and transferring the line for genetic resources to the ‘internal policies’
heading of the financial perspective. The amount in the 2003 budget for rural development is the maximum
possible, but the letter of amendment changed the distribution between countries in the preliminary draft
in order to reflect the Member States’ programmes.

Expenditure for structural operations comes to € 33 980 million, a figure which exceeds the ceiling by
€ 12 million. This overrun is financed by use of the flexibility instrument and covers the amount remaining
from the programme for restructuring the Spanish and Portuguese fishing fleet following the non-renewal
of the fisheries agreement with Morocco. This is an exception to the principle that the flexibility instrument
should not be used two years in succession for the same need. The 2003 budget provides € 33 173 million
in payment appropriations for structural operations, an increase of 3.2 % over 2002. This reflects the
determination of the budgetary authority to keep the overall increase in payment appropriations under
control. An amending budget may be presented should additional appropriations prove necessary in the
course of the year. Within the overall allocation for structural operations the Cohesion Fund receives
€ 2 839 million for commitments and € 2 650 million for payments.

The 2003 budget carries € 6 795.8 million for internal policies, 5 % down on 2002 owing to the large
increase in the 2002 budget as a result of supplementary and amending budget 5/2002 which mobilised
the European Solidarity Fund for the floods in Germany, Austria and France. That amending budget took
the 2002 budget € 598 million above the ceiling authorised by the financial perspective, while the 2003
budget practically touches the ceiling, leaving a margin of only € 199 000. Within the overall allocation it
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should be pointed out that the research framework programme is awarded the same amount as in 2002,
whereas there are large increases for transport, energy, the environment, the labour market and the social
dimension-employment. Payment appropriations are at much the same level as in 2002, with an increase
of only 0.8 %. As mentioned earlier, this heading has a new line for genetic resources. Other new lines have
been entered for pilot projects launched by Parliament, including mobility for the elderly, preparation of
SME:s for enlargement, regions of knowledge and Kyoto-Europe: clean development mechanism. On the
subject of pilot projects and preparatory measures, a joint declaration approved at the November
conciliation meeting provides for the Commission to supply regular information on the implementation
and evaluation of such initiatives.

For the first time in a number of years there has been no unexpected international crisis affecting external
action during the procedure. The commitment appropriations, up by 1.6 % on 2002, leave a margin of
€ 22.6 million, which should make it possible to deal to some extent with any new events not currently
covered. The food aid and humanitarian aid lines are down on 2002 as mobilisation of the emergency aid
reserve late in the year for the famine in the Horn of Africa provided advance cover for some of the
requirements which would otherwise have had to be met by the 2003 budget. The European contribution
to the Global Health Fund is set at € 42 million, but a further contribution is to come from the European
Development Fund and more may be added if the contribution is not sufficient to guarantee the EU a seat
on the Fund’s board. A new line is entered, as a pilot project, for poverty-related diseases other than those
covered by the Global Health Fund. The funds earmarked for CFSP are increased substantially to
€ 47.5 million, to finance in particular the EU police force in Bosnia-Herzegovina. A joint declaration agreed
during the budgetary negotiations spells out the arrangements for informing and consulting Parliament in
this area. The transfer of the appropriations for Turkey from the Mediterranean chapter to the pre-accession
chapter accounts for the marked changes in these chapters. The 2003 budget confirms the aid for the
reconstruction of Afghanistan and the traditional priorities for external policies. In line with the objective
of reducing outstanding commitments, the payment appropriations for this heading are 3.8 % up on 2002.

In heading 7, pre-accession aid, the commitment appropriations are, as always, at the ceiling. But this is
nevertheless a reduction in relation to the 2002 budget, since the Czech Republic also received aid from the
EU Solidarity Fund in 2002. Payment appropriations rise by 4.3 %, the biggest increase for all the headings,
to cover the amounts committed since 2000 but not yet paid.

A margin of € 20.9 million is left for administrative expenditure in heading 5. This heading looked likely
to cause particular difficulties in 2003 to cover the preparation of the institutions for enlargement in terms
of infrastructure and to make an early start on preparing future programmes by recruiting nationals of the
new Member States on temporary posts. Financing of these preparations was arranged by bringing forward
some interinstitutional spending in supplementary and amending budget 6/2002. The increase over 2002
amounts to 3.5 %, with 0.7 % for the Commission, 6.7 % for the other institutions and 6.7 % for pensions.
It should be borne in mind that administrative expenditure accounts for only 5.4 % of the total budget in
terms of commitments.

For the financing of the Community budget, a balance of € 1 billion from the 2002 outturn has already been
entered by letter of amendment 3/2003. The payment appropriations in the budget amount to 1.02 % of
Member States’ gross national income, the authorised limit being 1.24 %
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