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Introduction 5 

The Community's public finances are governed by two type of instruments: 

- Positive law consists primarily of the financial provisions of the Treaties (Article 272 of 
the EC Treaty, Article 78 of the ECSC Treaty and Article 177 of the Euratom Treaty), 
which lay down the procedure for adopting and implementing each annual budget. The 
main aspects are listed on page. It also covers the Decision of 21 April 1970 setting up 
the own resources system (and subsequent amending Decisions), described in detail on 
page 9. Finally, the detailed rules for implementing these provisions are set out in the 
Financial; Regulation of 21 December 1977, as last amended on 17 December 1998. 

- There is also a large corpus of soft law in this field, recently consolidated in the 
Interinstitutional Agreement of 6 May 1999, which incorporates and supplements all the 
Interinstitutional Agreements, joint declarations and other agreements between the 
institutions involved in the budgetary debate (Parliament, Council and the Commission) 
and contains the financial framework for expenditure over the period 2000 to 2006 (see 
'Agenda 2000', page 103). 

The Community also has several financial instruments which, for avariety of reasons, are 
not included in the general budget. Information on the ECSC operatingbudget and the EDF 
can be found on pages 19 and 20 and in the tables 35 and 36; borrowing and lending 
activities can be found in Table 5. 

All the information in this edition is set out chronologically. An introductory chapter lists a 
number of concepts which should help readers. In particular, it describes developments 
affecting the financial perspective and the expenditure and revenue of the European Union. 

The history of the budget from its beginnings to the present day is contained in Part I which, 
in addition to general data on changes in revenue and expenditure (Tables I to 4), focuses 
on more specific data such as changes in the staffing levels of the institutions (Table 6) or 
the development of borrowing and lending activities (Table 5). The period 1988 to 1992, 
which is closely linked to the implementation of the Single Act, heralds the modem era of 
the Community's public finances marked by the emergence of a new concept- the "financial 
perspective". This is the subject of Part IT which draws a comparison between the budget 
and the ceilings of the financial perspective. The intermediate period (1993 to 1998) is 
divided into two separate parts: Part Ill presents the financial framework 1993 to 1999 
arising from the Interinstitutional Agreement of 29 October 1993 and Part IV gives a 
detailed description of the budget adopted for 1999. The last two parts deal with the most 
recent developments: Part V looks at Agenda 2000 and the financial framework for the 
period 2000-2006 and Part VI contains an exhaustive presentation of the preliminary draft 
budget for 2000. A glossary at the end of the volume gives the meanings of the abbreviations 
and acronyms used and a bibliography proposes further publications for readers seeking 
more detailed information. 
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[Some important concepts 

THE COMMUNITY BUDGET- BASIC PRINCIPLES 

The Community budget is governed by six major principles. 

1. The principle of unity, laid down in Article 268 of the Treaty, means that all the 
Community's revenue and expenditure must be brought together in a single document. In 
the early years of the Community, because of the autonomy enjoyed by the institutions set 
up under the ECSC, the EEC and the EAEC, as many as five separate budgets had to be 
drawn up for some financial years. Since the Treaty of Luxembourg of 22 April 1970, the 
development of the Community's main financial activities has contributed to a unification 
of these budgets and there are now only two budgets - the general budget and the ECSC 
operating budget. However, borrowing and lending activities are not covered by this 
framework and the entry of the European Development Fund (EDF) in the budget is still 
largely symbolic: since 1993 it has been given a subsection in the budget with a token entry, 
reflecting Parliament's wish to see it integrated into the general budget (see 'The 
Community budget from its beginnings', page 25 and the 'European Development Fund', 
page 19). 

2. The principle of universality is based on two rules: budgetary revenue may not be 
allocated to particular items of expenditure and all revenue and expenditure must be entered 
in full in the budget without any adjustment against each other. 

3. Annuality means that budget operations relate to a given budget year in order to facilitate 
control of the work of the Community executive. The Community must, however, reconcile 
this principle with the need to engage in multiannual operations, which account for a 
growing proportion of the budget. The answer to this dual requirement is provided by the 
entry of differentiated appropriations, which consist of commitment appropriations and 
payment appropriations. The commitment appropriations cover the total cost in the financial 
year of the legal obligations entered into in respect of operations to be carried out over a 
period of more than one financial year. The payment appropriations cover expenditure, up 
to the amount entered in the budget, resulting from the commitments entered into during the 
financial year and/or earlier financial years. Unlike the differentiated appropriations, non­
differentiated appropriations are to cover operations which should, in principle, be 
completed (both commitment and payment) in a single budget year. The terms 
'appropriations for commitments' and 'appropriations for payments' are used for the totals 
of commitment appropriations and payment appropriations corresponding to both 
differentiated and non-differentiated appropriations. Since 1991 it has been decided that all 
appropriations apart from agricultural and administrative appropriations take the form of 

differentiated appropriations. The present trend is towards the universal use of differentiated 
appropriations, which could be introduced fairly soon as part of the current review of 
financial regulations. 

4. The principle of equilibrium requires that the estimated revenue for a financial year 
should be equal to the appropriations for payments of that year (see 'The revenue of the 
European Union', page 16). No funds may be borrowed to cover a budget deficit. A surplus 
is entered as revenue in the following year's budget and any unforeseen additional 
expenditure in the course of the year must be financed by a supplementary and/or amending 
budget which will redeploy appropriations within the budget adopted or call in additional 
resources (see 'The budgetary procedure', page 8). 

5. Specification of expenditure means that each appropriation must have a given purpose 
and be assigned to a specific objective in order to prevent any confusion between 
appropriations, at both the authorization and the execution stage, and thus to ensure that the 
budget as established is quite unambiguous and that it is executed in accordance with the 
wishes of the budgetary authority. The principle of specification determines the horizontal 
structure (distinction between statement of revenue and statement of expenditure, 
subdivision of the statement of expenditure into six sections, one for each of the institutions) 
and the vertical structure of the budget (the budget nomenclature enables the type and 
purpose of appropriations to be identified by subdividing the sections, in particular Section 
Ill which contains all the Community's operating expenditure, into titles, chapters, articles 
and items) (see 'The general budget of the European Union', page 12). The possibility 
offered under certain conditions, of transferring appropriations to reallocate funds to 
headings other than those they were intended for when the budget was adopted, introduces 
flexibility into the principle of specification. These transfers are provided for in the Treaty 
so that budget appropriations can be used as effectively as possible. 

6. Since 1 January 1999 the Union's monetary unit is the euro, which is linked to II of the 
15 Community currencies by fixed and irrevocable exchange rates. (1) The estimates of 
expenditure and revenue in the budget are drawn up in euros. 

(I) Four Member States (Denmark, Greece, Sweden and the United Kingdom) remain outside the euro zone. 
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DEFINITIONS 

Compulsory expenditure 

Non-compulsory expenditure 

The distinction between compulsory expenditure and non-compulsory expenditure is 
essentially political in that it determines the division of power over the budget between 
Parliament and the Council (Parliament has the last word on non-compulsory expenditure 
and the Council on compulsory expenditure). 

The rather vague definition of this concept contained in the Treaty was clarified in 1982 in 
a Joint Declaration by the three institutions stating that compulsory expenditure is 
expenditure which the budgetary authority is obliged to enter in the budget to enable the 
Community to meet its obligations, both internally and externally, under the Treaties and 
acts adopted in accordance therewith. All other expenditure is non-compulsory. However, 
the problem of classifying expenditure is still a source of recurrent conflict between the two 
arms of the budgetary authority. 

Successive Interinstitutional Agreements have therefore tried to introduce procedures and 
agreements which might lessen the risk of conflict. In particular, the new Institutional 
Agreement of 6 May 1999 confirms the principle of conciliation to determine the level of 
compulsory expenditure, while extending the procedure introduced in 1993 to all budget 
expenditure (see 'Financial perspective 1993 to 1999', 3. Agenda 2000 and the financial 
perspective 2000-2006'). 

Maximum rate of increase for non-compulsory expenditure 

Article 272 of the EC Treaty sets out the procedure for establishing the budget. Article 
203(9) allows Parliament, in certain circumstances, to increase the amount of non­
compulsory expenditure by amending the Council's draft budget subject to a maximum rate 

of increase in relation to the previous financial year. This maximum rate of increase is 
calculated by the Commission on the basis of various macroeconomic data and may be 
exceeded only if the Council agrees. Application of these rules was a frequent source of 
conflict between the two arms of the budgetary authority before the Interinstitutional 
Agreements were concluded to mitigate this (see 'Some important concepts: The financial 
perspective', page 10). 

Token entries and dashes 

Budget items carry one of three possible types of entry: 

- A given amount is entered: this is the normal state of affairs. 

- The item carries a token entry (p.in.). This situation arises when the legal basis 
determining the principle and the arrangements for the expenditure does not exist when 
the budget is adopted (in particular, this is the case with the appropriations entered in the 
reserve in Subsection BO) or when the budgetary authority wants implementation of a 
measure to be temporarily suspended. The token entry thus means that the budgetary 
authority accepts expenditure in principle under the heading concerned, subject to a 
number of conditions. 

- A dash(-) is entered against a budget heading. This is used to indicate headings which 
have ceased to be operational but which have to be kept in the budget for historical or 
accounting reasons, for instance in order to complete the implementation of payment 
appropriations for previous financial years. 

Budget execution 

All the statistical series on the implementation of expenditure relate to annual 
appropriations which are actually committed or paid in the same financial year or, in the 
case of carryovers, in the following financial year. 
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( 1) Pragmatic timetable. 
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THE BUDGETARY PROCEDURE 

1. Main stages of the procedure 

The budgetary procedure is set out in Article 272 of the EC Treaty which stipulates the 
sequence of stages and the time-limits which must be respected by the two arms of the 
budgetary authority: the Council and Parliament. The budgetary procedure, as defined in the 
Treaty, extends from 1 September to 31 December of the year preceding the budget year in 
question. 

In practice, however, a 'pragmatic' timetable has been applied by the three institutions since 
1977. The different stages of the procedure are now as follows: 

- Establishment of the preliminary draft budget by the Commission and transmission to 
the budgetary authority by no later than 15 June 

After an internal policy debate to lay down the main political and budgetary priorities for 
the coming year, the Commission prepares its 'statement of estimates' by compiling the 
requests of all spending departments and arbitrating between conflicting claims. It also takes 
account of the conclusions of a trialogue meeting between the three institutions to discuss 
budgetary priorities. In addition, it receives the estimates of the other institutions and puts 
them all together in a preliminary draft budget, which is the overall forecast of revenue and 
expenditure for a given year. This preliminary draft is adopted by the Commission early in 
May and sent to the budgetary authority in all Community languages by no later than 15 
June. 

The preliminary draft can subsequently be amended by the Commission by means of a letter 
of amendment to allow for new information which was not available when the preliminary 
draft was established. 

- Establishment of the draft budget by the Council 

The Council conducts its first reading of the preliminary draft and, on this basis and after a 
conciliation meeting with a delegation from Parliament, establishes, before 31 July, the draft 
budget, which it sends to Parliament in the first half of September. While this reading is 
going on, the ad hoc conciliation procedure is initiated on the compulsory expenditure to be 
entered in the budget, leading to a trialogue meeting between the institutions in late June. 

- First reading by Parliament 

Parliament conducts its first reading in October on the basis of the Council's draft; 
amendments to non-compulsory expenditure require the votes of an absolute majority of 
members. Proposed modifications to compulsory expenditure require an absolute majority 
of votes cast. 

- Second reading by the Council 

The Council conducts this second reading during the third week of November, after a 
conciliation meeting with a delegation from Parliament. The draft budget is amended in the 
light of Parliament's amendments (non-compulsory expenditure) or proposed modifications 
(compulsory expenditure). As a rule the Council's decisions on second reading relating to 
compulsory expenditure determine the final amount: unless the entire budget is 
subsequently rejected by Parliament, the Council has the 'last word' on this category of 
expenditure. The draft budget as amended is returned to Parliament around 22 November. 

- Second reading by Parliament and adoption of the budget 

As the Council has had the last word on compulsory expenditure, Parliament devotes most 
of its December part-session to reviewing non-compulsory expenditure, for which it can 
accept or refuse the Council's proposals. 

Acting by a majority of its members and three fifths of the votes cast, Parliament then adopts 
the budget. The President of Parliament declares the budget adopted and it can then be 
implemented. 

2. Supplementary and amending budgets 

In the event of unavoidable, exceptional or unforeseen circumstances, the Commission may 
propose during the year that the budget as adopted be amended; it does this by submitting 
preliminary draft supplementary and/or amending budgets. Amending budgets are also used 
to enter the balance from the previous year in the budget for the current year. 

These are subject to the same procedural rules as the general budget. 



10 The Community budget: The facts in tigures 

THE FINANCIAL PERSPECTIVE 

1. Why is there a financial perspective? 

The political and institutional balance of the Community's system of finance gradually 
deteriorated in the 1980s when increasing tension caused more and more difficulties in the 
annual budgetary procedure and resources were increasingly unable to meet requirements. 
The succession of budget crises prompted the Community institutions to agree on a method 
designed to ensure application of budgetary discipline and to improve the budgetary 
procedure. In concluding an interinstitutional agreement, Parliament, the Council and the 
Commission agree in advance on the main budgetary priorities for the following period and 
establish a framework for Community expenditure in the shape of a financial perspective. 
This financial perspective shows the maximum amount and the composition of foreseeable 
Community expenditure. 

The first Interinstitutional Agreement was concluded in 1988 for the application of the 1988 
to 1992 financial perspective (Delors I package) which was intended to provide the 
resources needed for the budgetary implementation of the Single Act. As the application of 
the Interinstitutional Agreement and the financial perspective proved a success, the 
institutions again adopted this approach and on 29 October 1993 concluded a new 
Interinstitutional Agreement including the 1993 to 1999 financial perspective agreed by the 
Edinburgh European Council of December 1992 (Delors II package). 

2. What is the financial perspective? 

The main categories of Community expenditure are divided into headings: each of these 
headings carries an annual expenditure ceiling in commitment appropriations. However, in 
the case of structural operations (Structural Funds and Cohesion Fund), the amount entered 
in the financial perspective also constitutes an expenditure target. The financial perspective 
also indicates the maximum amount of payable appropriations expressed in millions of ecus 
and as a percentage of Community GNP (based on forecast GNP growth) so that it may be 
compared with the ceiling on own resources which is also fixed as a percentage of 
Community GNP by the own resources Decision (see 'The revenue of the European Union' 
,' 1988 to 1992' and 'Agenda 2000 and the financial perspective 2000-2006'). 

Between the own resources ceiling and the ceiling of payment appropriations there is a 
margin for unforeseen expenditure. This margin has a dual role: it leaves a safety margin 
should the growth rate be lower than forecast thus reducing the resources available to the 
Community, and also allows the various ceilings of the financial perspective to be revised 
to cover any unforeseen expenditure which arises. This margin, which represented 0,03 % 
of GNP in the 1988 to 1992 financial perspective, was reduced in the next financial 
perspective for the period 1993-1999 and again for 2000-2006. 

Under the Interinstitutional Agreement the three institutions undertake to respect the various 
ceilings set in the financial perspective.ln return, the rule concerning the 'maximum rate of 
increase' (see 'Some important concepts: Definitions', page 7) is rio longer applicable: the 
two arms of the budgetary authority now agree to accept the rates of increase for non­
compulsory expenditure resulting from budgets established within the limits of the financial 
perspective. 

The financial perspective is drawn up at current prices- 1988 prices for the first financial 
perspective, 1992 prices for the financial perspective 1993-1999 and 1999 prices for the 
period 2000-2006. It therefore has to be updated each year by the Commission to allow for 
increases in Community GNP and in prices. It is then expressed at current prices for the year 
in question. 

Under the Interinstitutional Agreement, the financial perspective can also be adjusted in line 
with outturn, where the amounts planned for structural operations cannot be used in full 
during a given year and therefore have to be re-entered in the budget for a later year. 
Similarly, the total amount of payment appropriations may be adjusted to guarantee an 
orderly development between commitments and payments. 

Apart from these adjustments, the financial perspective may also be revised to raise (or 
lower) the ceiling for one or more headings in order to accommodate expenditure which 
could not be foreseen when the agreement was signed. 

The call-in rate for own resources cannot be raised above the own resources ceiling as a 
result of these adjustments and revisions of the financial perspective. 
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3. What is the link between the financial perspective and the budget? 

The classification of Community expenditure in the headings of the financial perspective 
reflects the various policy options. The breakdown of total expenditure between the various 
headings must therefore revolve around the main political priorities adopted for the period. 
Since 1988, the summary budget tables have been systematically organized by heading of 
the financial perspective in order to make it easier to assess the funds provided for 
implementing these political priorities. Most of the comparative tables in Parts ITT to VI of 
this publication adopt the same approach. 

The amounts entered in the financial perspective are expenditure ceilings, which means that 
the field of activities covered by each heading must be sufficiently large in order to preserve 
the flexibility needed for budgetary management. The financial perspective differs from 
indicative financial programming in that the ceilings are binding on the parties to the 

Interinstitutional Agreement. However, the financial perspective cannot be regarded as a 
multiannual budget, as the annual budgetary procedure is still essential for determining the 
actual level of expenditure under the ceilings and, above all, for dividing appropriations 
between the various budget headings. The budgetary nomenclature accordingly guarantees 
a transparent and accurate analysis of all Community operations contributing to the 
achievement of the main political priorities reflected in the financial perspective. The 
budgetary nomenclature was radically changed in 1991 so that the budget would be more 
transparent, easier to read and easier to compare with the financial perspective. Even if each 
budget heading comes under a specific heading of 

the financial perspective, there will be no complete match with the structure of the financial 
perspective because of the analytical breakdown of budgetary nomenclature which is 
required. The presentation of the budget in accqrdance with the budgetary nomenclature is 
therefore set out in detail in the tables and charts in Part IV (' 1999 budget'). 
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.--------------~-------·----------

THE GENERAL BUDGET OF THE EUROPEAN UNION 

The expenditure of the Union 

The expenditure of the European Union has considerably increased and diversified in the 
course of European integration (the main stages in this development are described on pages 
25 and 26). These days the general budget of the Union takes the form of a document 
consisting of a statement of revenue and a statement of the expenditure of all the institutions. 
The statement of expenditure is divided into six sections: Parliament (Section 1), the Council 
(Section II), the Commission (Section III), the Court of Justice (Section IV), the Court of 
Auditors (Section V) and the Economic and Social Committee and the Committee of the 
Regions (Section VI). 

While the appropriations entered in Sections I, II, IV, V and VI are exclusively for 
administrative expenditure, the Commission section is in two parts -A and B. 

Part A (administrative appropriations) covers: 

- the institution's expenditure on staff, buildings and equipment, various activities 
(meetings, studies, etc.), the Official Journal, publications, data processing and the staff 
and operation of delegations; 

- expenditure resulting from special functions carried out by the institution such as general 
subsidies, subsidies for various bodies (e.g. the European University Institute, Florence, 
and the College of Europe, Bruges) or participation in events of interest for the Union; 

- certain expenditure of an interinstitutional nature such as pensions for officials and 
temporary staff of all the institutions, the subsidy for the European Schools, the 
operating expenditure of the Office for Official Publications (the appropriations are set 
out in detail in Annex II to Part A). 

Tables 30 and 31 and Chart 17 contain a breakdown of the institutions' administrative 
expenditure. 

Part B (operating appropriations) is divided into eight subsections: 

Subsection B I contains all the guarantee expenditure by the European Agricultural 
Guidance and Guarantee Fund Guarantee Section. This subsection gives budgetary shape to 
the common agricultural policy (CAP), the objectives of which are laid down in the Treaty 

establishing the European Economic Community: 

- to increase agricultural productivity; 

- to ensure a fair standard of living for the agricultural community; 

- to stabilize markets; 

- to guarantee the availability of supplies; 

- to ensure that supplies reach consumers at reasonable prices. 

To achieve these objectives, the common agricultural market was based on three principles: 
a single market, Community preference and financial solidarity, the latter being a key factor 
in the common agricultural policy. In April 1962, the Member States decided to set up a 
Community fund- the European Agricultural Guidance and Guarantee Fund- to put this 
into effect. The EAGGF is included in the budget of the European Union and is thus subject 
to budgetary rules even though it is governed in some cases by its own, specific provisions. 

In 1964, this Fund was divided into two sections- the Guarantee Section for Community 
expenditure arising from market and prices policy and the Guidance Section for Community 
expenditure resulting from the agricultural structures policy. 

The objectives of the Treaty have been largely achieved but this has demanded constant 
adjustment, the latest being the reform of the common agricultural policy decided by the 
Council of Ministers in May 1992. On the basis of more competitive prices and direct aid to 
farmers who most need it, this reform is intended to cut surpluses, slow down the drift away 
from the land and preserve the environment by discouraging intensive production. 

To deal with the problem of the exhaustion of own resources, caused in particular by the rise 
in agricultural spending as a result of imbalance on some markets, the June 1988 European 
Council laid down the principles for tighter budgetary discipline in order to produce a better 
balance between the various categories of expenditure and to control their growth. These 
principles were confirmed by the Edinburgh European Council in December 1992. One of 
the pillars of this budgetary discipline was the establishment of an agricultural guideline 
imposing a ceiling on EAGGF Guarantee Section expenditure. 

The EAGGF Guarantee Section finances refunds on exports of agricultural products to non­
member countries, the various types of intervention on the agricultural markets, rural 
development schemes and control and prevention. 
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From 1993 onwards, it has also covered the new compensatory aid and the measures to 
accompany the reform of the CAP (early retirement, environment, afforestation), 
expenditure on income aid and expenditure under the Guarantee Fund for fisheries. 

Apart from the EAGGF Guarantee Section, Subsection Bl contains a monetary reserve of 
EUR 500 million which can be drawn on, under the rules on budgetary discipline, to provide 
appropriations for agricultural sectors should there be a shortfall caused by a decline of the 
dollar against the EUR. 

Finally, since 1997 the budget forecasts for agriculture, like those for other expenditure, 
have been produced against the background of the budgetary and financial stability 
demanded by economic and monetary union. In 1997 budget appropriations were thus set at 
EUR 40 800 million, virtually the same level as in 1996. In 1998 and 1999 this budgetary 
stringency continued as the appropriations were fixed at EUR 40 437 million and EUR 
40 940 million, some EUR 400 million less than in 1997. 

As Chart 10 shows, agricultural expenditure accounts for around 48% of the Community's 
expenditure. 

Table 21 provides a detailed breakdown of EAGGF Guarantee Section expenditure by 
sector and chapter. 

Subsection B2 covers structural operations, including operations under the Structural Funds 
(European Regional Development Fund - ERDF, European Social Fund - ESF and the 
EAGGF Guidance Section), the Financial Instrument for Fisheries Guidance (FIFG) and, 
since 1993, the Cohesion Fund. It also includes some internal policies: other agricultural and 
regional operations, transport and fisheries. 

With the appropriations for the Structural Funds and the FIFG, the Union supports the 
following seven objectives: 

Objective I: promoting the development and structural adjustment of regions whose 
development is lagging behind; 

Objective 2: converting the regions (including employment areas and urban communities) 
seriously affected by industrial decline; 

Objective 3: combating long-term unemployment and facilitating the integration into 
working life of young people and of persons exposed to exclusion from the labour market; 

Objective 4: facilitating the adaptation of workers of either sex to industrial changes and to 
changes in production systems; 

Objective 5a: speeding up the adjustment of agricultural structures in the framework of the 
reform of the common agricultural policy; 

Objective 5b: facilitating the development and structural adjustment of rural areas; 

Objective 6: development and structural adjustments of regions with an extremely low 
population density. 

Each of the Community's four structural instruments supports two or more objectives 
through Community support frameworks and Community initiatives; each instrument also 
earmarks a small amount for innovation schemes and transitional measures. For the period 
1994 to 1999 the Edinburgh European Council proposed commitment appropriations of 
EUR 141 471 million at 1992 prices (EUR 149 818 million at 1994 prices) for these four 
instruments, 68,1 % of which is for regions covered by Objective 1. 

A further EUR 4 747 million at 1995 prices is earmarked for the Structural Funds in Austria, 
Finland and Sweden over the period 1995-99 - 3,9 % of this amount is for Objective 1 
regions and 17 % for Objective 6 regions. Finally, the financing of the expenditure for the 
financial mechanism of the European Economic Area resulting from the accession of 
Austria, Finland and Sweden will in future be incorporated in the budget of the European 
Communities. 

With the Cohesion Fund appropriations, the Union is making a financial contribution to 
environmental projects and trans-European transport infrastructure networks in those 
Member States with a per capita gross national product which is less than 90 % of the 
Community average, measured on the basis of purchasing power parities (Greece, Spain, 
Ireland and Portugal). The rate of Community aid amounts to between 80% and 85 % of 
public or similar expenditure. The Edinburgh European Council proposes commitment 
appropriations of EUR 15 150 million at 1992 prices for the Cohesion Fund over the period 
1993 to 1999, suggesting that between 52% and 58% of the total resources should go to 
Spain, between 16% and 20% to Greece, between 16% and 20% to Portugal and between 
7 % and 10 % to Ireland. 

The internal policies included in this subsection cover a wide range of Community 
operationsin the agricultural, regional, transport and fisheries sectors such as disease 
eradication and monitoring programmes, controls of various sectors of agricultural 
production, the 
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establishment and development of a common transport policy, the contribution to the 
International Fund for Ireland and to business and innovation centres and participation in 
inspection and surveillance operations in Community and international maritime waters. 

This expenditure is the second major category of expenditure in the budget, accounting for 
40,5 % of appropriations in 1999 (see Table 20). Table 22 and Charts 13 and 14 show how 
the appropriations are broken down within the subsection. 

Subsection B3 covers expenditure on training, education, youth policy, culture, audiovisual 
media, various social operations which cannot be financed by the Structural Funds - in 
particular the ESF - and information and communication. This subsection finances 
programmes designed to promote education (Socrates), the young (Youth for Europe and 
European voluntary service) and training (Leonardo). The Socrates programme, which is 
based on the experience gained from implementation of previous programmes such as 
Erasmus and Lingua, seeks to enhance the quality of education and promote a barrier-free 
area in education by encouraging mobility (of students and teachers), the mutual recognition 
of qualifications, language teaching and open and distance learning. This approach is 
supplemented by the measures in favour of the young under the Youth for Europe 
programme which reflects the more informal side of education (outside the normal 
education and training structures). The aspects relating to vocational training and previously 
covered by programmes such as Cornett, FORCE or PETRA are now combined in the 
Leonardo programme. 

The Union also supports measures for the development of the audiovisual industry 
(MEDIA), the production, conversion and broadcasting of high-definition television 
programmes and measures to protect the cultural heritage (Raphael programme), support 
artistic and cultural activities (Kaleidoscope 2000) and promote books and reading (Ariane 
programme). 

The Community's operations in the social sector mainly relate to development of the social 
dialogue and employment (measures to achieve equality between men and women, EURES 
- European employment services), improved social protection for the most vulnerable 
sections of society (the elderly, disabled and socially excluded), freedom of movement, 

increased awareness of public health problems (measures to combat cancer, drugs and 
AIDS) and improvement of safety, hygiene and health at work. 

Finally, this ef'penditure also finances information and communication activities both in the 
form of general public information and more specialized information for specific target 
groups and socio-economic sectors. 

Subsection B4 covers expenditure on energy, nuclear safeguards and the environment. This 
expenditure has two goals: to manage energy resources and preserve the environment. 

Expenditure on the energy policy mainly relates to programmes and pilot projects 
promoting renewable sources of energy (Altener), the rational use of energy (SAVE) and 
energy technologies. The purpose of the expenditure on nuclear safeguards is to ensure that 
nuclear materials are not used for any purpose other than that for which they are intended. 
In particular, it finances the purchase and installation of control equipment in large-scale 
plutonium processing and handling plants. Expenditure on environmental policy goes 
towards horizontal activities such as the internal part of the LIFE programme (for 
demonstration and technical assistance projects), the drafting and monitoring of 
environmental legislation and the financing of the European Environment Agency. Direct 
expenditure on environmental infrastructure projects in the less-prosperous Member States 
is financed by Subsection B2 while expenditure on environmental problems of a dimension 
which exceeds the territory of the Union is charged to Subsection B7 (External action). 

Subsection B5 covers expenditure on consumer protection, the internal market, industry and 
modernization, statistical information and the trans-European networks. This expenditure 
reflects the Community's determination to consolidate the internal market and increase its 
effectiveness in the interests not only of businesses but of consumers too. In particular, 
appropriations are earmarked for monitoring the internal market and financing procedures 
for the publication and award of public supply and works contracts. Appropriations are also 
provided for the standardization of products and services and the evaluation of medicinal 
products. The European Union also seeks to promote small and medium-sized enterprises 
in order to boost economic growth and to improve industrial competitiveness and modernize 
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the textile industry in Portugal. The general budget also finances measures which will 
benefit the public, in particular through the promotion of the information society and the 
protection of consumer interests. 

The establishment of the networks is considered to be a priority and should represent one of 
the main means of stimulating growth, competitiveness and employment in the European 
Union between now and the year 2000. The Community is promoting the interconnection 
and interoperability of national networks and access to these networks. The Community's 
contribution mainly takes the form of feasibility studies, loan guarantees and interest 
subsidies. Financial support is concentrated on the following sectors: transport 
infrastructure, energy infrastructure and data-transmission networks between 
administrations which are essential for the operation of the internal market. 

Finally, this subsection covers the operational expenditure arising from the joint actions 
adopted as part of cooperation in the fields of justice and home affairs and charged to the 
Community budget under Articles K.3 and K.8 of the Treaty on European Union. 

Expenditure on research and tech!lological development is found in Subsection B6. In this 
sector, the Union has launched multiannual framework programmes allowing it to support 
several projects linking research teams from all the Member States by concentrating efforts 
on the socio-economic needs of European society: employment, competitiveness, quality of 
life and sustainable development. The allocation of EUR 14 690 million for the fifth 
framework programme ( 1999-2002) confirms the priority accorded to research policy in the 
new financial perspective (2000-2006). The main feature of the fifth framework programme 
is that the individual programmes focus on a limited number of key activities which are 
resolutely concerned with practical problems such as the control of infectious diseases, the 
ageing of the population, multimedia content and tools, intermodal transport, tomorrow's 
cities, water quality and climate change. The overall budget allocation for the framework 
programme will be topped up by contributions from the countries of Central and Eastern 
Europe, Cyprus, Malta, Israel and Switzerland, which will be calculated as a proportion of 
their GNP. 

The research appropriations are divided between direct action by the Commission via the 
Joint Research Centre and indirect (shared-cost) action. A wide range of sectors are covered 
and the indirect action appropriations are mainly allocated to the following fields: 
information and communications technology, industrial technologies, environment, life 
sciences and technologies, clean and efficient energy technologies, transport, targeted 
socio-economic research, cooperation with third countries and international organizations, 
dissemination and exploitation of results, training and mobility of researchers, nuclear 
safety and safeguards, and controlled thermonuclear fusion. 

These are just the budgetary appropriations. Under the Agreement on the European 
Economic Area, some EFf A countries make a contribution to the non-nuclear parts of the 
framework programme. 

Tables 23 to 26 and Chart 15 contain details of expenditure in Subsections B3 to B6. 

Subsection B7 contains expenditure coming under heading 4 (External action) of the 1993 
to 1999 financial perspective and the emergency aid reserve (part of heading 6). 

This subsection covers a range of activities involving various types of assistance and 
financial instruments. A distinction may be made between financial, technical and economic 
cooperation, divided into geographical areas, and other cooperation measures which are 
often of a horizontal nature and normally apply to all non-member countries. 

Financial, technical and economic cooperation measures are intended to help the 
development and economic restructuring of non-member countries (the countries of Central 
and Eastern Europe, the independent States of the former Soviet Union, Mediterranean 
countries and countries in Asia and Latin America). 

Other cooperation measures include humanitarian and food aid, initiatives for democracy 
and the protection of human rights, rehabilitation and reconstruction measures for 
developing countries, environment and health in developing countries, international 
fisheries agreements and, if necessary, emergency aid. 
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Table 27 and Chart 16 show the breakdown of appropriations within Subsection B7. 

Subsection B8 consists of only one chapter which covers operational expenditure on joint 
action decided under the common foreign and security policy, which is charged to the 
Community budget under Articles J .3 and 1.11 of the Treaty on European Union. Half of the 
EUR 62 million in commitment appropriations provided for 1996 has already been 
allocated to the joint action of the European Union in Mostar. 

Finally, Subsection BOis rather different, since it contains the guarantees and reserves. It is 
the budget headings in this subsection which will be used to record any expenditure which 
the Union might have to finance if a country defaults on a loan which the Union has 
guaranteed. In 1994, the Commission set up the Guarantee Fund for external action, so that 
the Community's creditors could be reimbursed in the event of any default by the 
beneficiaries of loans granted or guaranteed by the Community. The fund is endowed by: 
- payments from the reserve for guarantees in the general budget over the period of the 

financial perspective; 
- interest on Fund resources invested; 
- amounts recovered from defaulting debtors where the Fund has already honoured the 

guarantee. 

This subsection also contains the appropriations which cannot yet be used because no legal 
basis for the expenditure existed when the budget was adopted but which are expected to be 
used in the course of the year. 

The revenue of the European Union 

In order to finance its expenditure the European Union has its own resources, which may be 
defined as tax revenue allocated once and for all to the Union and accruing to it 
automatically without the need for any subsequent decision by the national authorities. 

The ECSC had its own resources from the time the Treaty of Paris entered into force in 
1952. The Rome Treaties, on the other hand, which were signed in 1957, provided for the 
two Communities (EEC and Euratom) to be financed by contributions from the Member 
States. However, provision was made for the Community to derive resources of its own 
from the establishment of the customs union. On this basis, the Decision of 21 April 1970 

replaced national contributions by a system of own resources comprising agricultural levies, 
customs duties and a budget-balancing resource calculated by applying a rate of 1 % -
subsequently raised to 1,4% in 1985- to the VAT base. 

When own resources ran out in 1984, the Commission, pending a solution in the form of a 
revision of the Decision on the system of the Communities' own resources, first proposed 
that the Member States provide the amounts required in the form of interest-bearing loans. 
It then amended its proposal to take account of the feedback from the Council and 
Parliament, replacing the idea of loans with the idea of interest-free advances on new own 
resources. 

Finally, the Council agreed to an intergovernmental solution on 2 October 1984. The 
representatives of all the governments of the Member States undertook to make available to 
the Community, in the form of repayable advances, the amounts necessary to finance draft 
supplementary and amending budget No 1/1984. In Aprill985, the representatives of the 
governments of the Member States undertook to pay advances to the Community to 
complete the financing of the 1985 budget; this time the amounts paid took the form of non­
repayable advances. In the draft budget for 1985, Parliament upheld its position but 
explicitly increased the level of the intergovernmental advances. 

The Community budget was therefore partly financed by advances from the Member States: 
EUR I 003 million in 1984 and EUR I 982 million in 1985; the VAT base was used as the 
scale for determining Member States' contributions. The advances from 1984 were repaid 
to the Member States in eight six-monthly instalments from 1986 onwards. With the 
revision of the own resources Decision on 7 May 1985, which entered into force on 1 
January 1986, the problem of the inadequacy of the Communities' own resources was 
resolved. 

The reform of the Community's finances in 1988 altered and broadened the composition of 
the Community's own resources. In order to contain the growth of the resources taken up 
by the Community, the Decision of 24 1 une 1988 set an overall ceiling rising to I ,20 % of 
total Community GNP in 1992. Pending a new Decision on own resources, the 1,20% 
ceiling remained applicable in 1993 and 1994. 
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As agreed at the Edinburgh European Council, a new Decision on the system of own 
resources was adopted on 31 October 1994. This Decision raised the own resources ceiling 
to 1,21 % of GNP in 1995 and, in stages, up to 1,27 % of GNP in 1999. The uniform VAT 
rate will be gradually reduced from 1 ,4 % to 1 % in 1999 and the VAT base to be taken into 
account will be restricted, again being cut in stages, to 50 % of GNP instead of the current 
55 %. The Member States eligible for assistance under the Cohesion Fund had their VAT 
base restricted to 50 % of GNP in 1995. 

The new own resources Decision entered into force with effect from 1 January 1995 after it 
had been ratified by all the Member States in 1996. 

The Community's own resources are now: 

l. Agricultural duties and sugar and isoglucose levies: Agricultural duties have replaced 
agricultural levies, the variable taxes charged up to 30 June 1995 on imports of agricultural 
products covered by a market organization and coming from a non-member country and 
designed to offset the difference between world prices and the price levels which it has been 
agreed to apply within the Community (principle of Community preference). 

As a result of the GATT agreements, the agricultural levies have largely been replaced by 
customs duties. The new arrangements have applied since I July 1995. 

Sugar levies are provided for in the sugar market arrangements and comprise: 

- production levies, which ensure that producers contribute to market support 
expenditure; 

- storage levies, which finance the storage cost equalization system to ensure a regular 
flow of sugar onto the market; 

- an additional levy intended to offset in full the overall loss since the 1988/89 marketing 
year not covered by the yield of the production levies. 

Isoglucose and inulin production levies are treated like sugar production levies. 

2. Customs duties: These derive from the application of the Common Customs Tariff to 
the customs value of goods imported from non-member countries. 

3. VAT resources: These derive from the application of a uniform rate to each Member 
State's VAT base, determined in a uniform manner in accordance with Community rules. 
Since the June 1988 reform, the uniform rate is found by applying a 1,4 % rate to the VAT 

base and deducting the gross compensation paid to the United Kingdom. A Member State's 
base may not exceed 55 % of its GNP. Under the new own resources Decision which has 
been ratified, the VAT rate will be gradual! y reduced to 1,0 % and the capping rate to 50 % 
in 1999. The resulting reduction in the relative share of VAT resources in the total own 
resources needed to finance the budget will be offset by an increase in the 'fourth resource'. 

4. A new category of revenue known as the fourth resource was also created in 1988: This 
resource is based on GNP and is derived from the application of a rate to the sum of the 
GNPs of all the Member States. 

It is a variable, budget-balancing resource for which the call-in rate is calculated during the 
budgetary procedure in such a way as to cover the amounts not yielded by the other budget 
revenue. For this reason it is known as the additional resource. 

All this revenue, plus miscellaneous revenue such as deductions from the salaries of 
Community officials (tax and social security contributions), interest on late payments, fines 
and any surplus from earlier years, must cover the total payment appropriations required to 
finance the expenditure entered in the budget for a given year. 

Table 4 records all Community revenue since the own resources system was introduced. 
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The amounts shown under 'miscellaneous' include all types of miscellaneous revenue 
entered in the accounts since 1970; in the first I 0 years, this item mainly consisted of 
contributions by Member States (VAT and GNP-based resources were not introduced until 
the 1980s). The surpluses carried over have accounted for a significant proportion of this 
item since 1988 only. Charts 5 and 6 show how revenue has developed. 

Traditional own resources are paid to the Commission within two months of establishment 
of the entitlement, with 10 % deducted to cover Member States' collection costs. VAT and 

GNP-based resources are paid every month when one twelfth of the amount contained in the 
annual budget is transferred; an adjustment is made during the next financial year in line 
with the actual bases determined for that year. 

Tables 12 and 18 record the total contribution (all types of own resources) of each Member 
State between 1988 and 1999. For 1999 the data for each Member State are set out in the 
tables and charts showing each Member State's share of total financing (Chart 18, 
Tables 32 to 34). 
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EUROPEAN DEVELOPMENT FUND (EDF) 

Development cooperation with the countries of Africa, the Caribbean and the Pacific is 
mainly financed by the European Development Fund set up under the Lome Conventions, 
which now link the Community with some 70 ACP States. (I) 

The EDF has been in operation since 1959 as the conventions governing it are periodically 
renewed. The tirst EDF covered the period 1959-64. This was followed by: 
- the second EDF: 1964-70 (first Yaounde Convention); 
- the third EDF: 1970-75 (second Yaounde Convention); 
- the fourth EDF: 1975-80 (first Lome Convention); 
- the tifth EDF: 1980-85 (second Lome Convention); 
- the sixth EDF: 1985-90 (third Lome Convention). 

The seventh EDF covers the first five-year period (1990 to 1994) provided for in the 
financial protocol annexed to the fourth Lome Convention which was signed for a term of 
10 years. It entered into force on I September 1991 after being ratified by the national 
parliaments of the Member States; it initially came to EUR 10 940 million (including EUR 
140 million for the overseas countries and territories). For the purposes of comparison, the 
appropriations for the seventh EDF represent some 38 % of the total amount of commitment 
appropriations allocated to the Community's external action between 1990 and 1994 (i.e. 
the aggregate of Subsection B7 and EDF appropriations) and almost 45% of the aid granted 
to the developing countries over this period. 

Like the seventh EDF, the eighth EDF is covered by the fourth Lome Convention which was 
concluded for twice the term of the previous conventions, i.e. for 10 years from I March 
1990. 

( 1) The first EDF was for colonies, referred to as overseas countries and territories (OCTs). They later became 
independent and formed the Associated African States and Madagascar which concluded Yaounde l and II 
with the Community. With the accession of the United Kingdom in l 973, this was extended to the countries of 
the Commonwealth and other independent African States, leading to the association of the ACP States and the 
Lome Conventions. 

The forms of financial aid available under the EDF cover a wide range. Apart from subsidies 
for national and regional programmes and the allocation of venture capital (i.e. repayable 
aids), the EDF uses five more specific instruments: 

- Stabex, to offset income losses on exports of agricultural products by means of financial 
transfers; 

- Sysmin, to help mining industries in difficulties; 

- emergency aid, to provide special assistance in the event of disaster; 

- aid to refugees; 

- interest subsidies on loans obtained from the EIB. 

Finally, one important innovation of the seventh EDF is Community aid for structural 
adjustment programmes in countries implementing economic reforms. 

Although a title has been reserved for it in Subsection B7 since 1993, this amount is not 
entered in the general budget but is financed by contributions from the Member States and 
has its own financial rules: the level of the EDFs and the amount of direct contributions to 
the Funds by the Member States are decided by agreements within the Council on the 
financing and management of Union aid. (2) 

(2) The eighth EDF totals EUR 13 132 million, financed in accordance with the following scale: Belgium 3.92 %; 
Denmark, 2.14 %; Germany, 23.36 %; Greece, 1.25 %; Spain, 5.84 %; France, 24.30 %; Ireland, 0.62 %; 
Italy, 12.54 %; Luxembourg, 0.29 %; Netherlands, 5.22 %; Austria, 2.65 %; Portugal, 0.97 %; Finland, 
1.48 %; Sweden, 2.73 %; United Kingdom, 12,69 %. 
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THE ECSC BUDGET 

The ECSC operating budget for 1999, as described below, was adopted by the Commission 
on 9 December 1998. 

ECSC budget expenditure 

Traditional social aid 

In 1999 EUR 75 million was committed for aid for the social redeployment of coal and steel 
workers under Article 56(l)(c) and (2)(b) of the ECSC Treaty (traditional redeployment). 

This aid is an essential complement to the Community's policy in the ECSC sectors. When 
permanent closures, cutbacks or changes of activity lead to job losses, the Community 
attempts to mitigate the social repercussions for the workers concerned through 
redeployment measures. It provides grants to compensate for loss of earnings resulting from 
these measures. The granting of this aid is conditional upon the Member State paying a 
special contribution at least equal to the ECSC contribution. Social aid is granted under 
arrangements defined in bilateral agreements concluded with the Member States (early 
retirement, unemployment, transfer, retraining and vocational training). ECSC social 
assistance may be granted over and above other forms of aid or loans granted under the 
Community support frameworks. 

Research aid 

Under Article 55 of the ECSC Treaty, EUR 84 million was granted in aid for technical 
research in the coal and steel sector in 1999. 

The main aims of the aid for steel industry research (EUR 56 million) are to reduce 
manufacturing costs, improve the quality and performance of products, promote and extend 
the uses of steel, and adapt production conditions to environmental demands. In the field of 
coal industry research (EUR 28 million) the main aims are to lower production costs, raise 
underground and pithead productivity, improve safety and working conditions, safeguard 

new markets and, above all, improve the use made of coal, with a view to better 
environmental protection. 

Interest subsidies on ECSC loans 

On 22 June 1994 (1) the Commission approved new guidelines on the ECSC's future 
borrowing and lending activities up to the year 2002 (when the ECSC Treaty expires). 1997 
therefore saw the end of interest subsidies on conversion loans granted under 
Article 56(2)(a) to encourage job-creating investments in regions affected by the decline in 
ECSC activities. 

Additional social measures 

The 1999 ECSC budget earmarks EUR 32 million for restructuring the coal industry. 

The 1999 ECSC operating budget therefore totals EUR 196 million (including EUR 5 
million in administrative expenditure). 

ECSC budget revenue 

The High Authority (Commission) is empowered to raise the funds it requires to carry out 
its tasks by imposing levies on the production of coal and steel. 

However, the Commission decided to set the levy rate at 0% from 1998, as the provisions 
entered in the ECSC balance sheet at 31 December 1997 were deemed sufficient to maintain 
the ECSC's budgetary activity at the appropriate level until the expiry of the Treaty. 

( 1) OJ c 175, 28.6.1994. 
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Most of the resources therefore derive from the 'net balance' from annual financial 
operations, in particular, interest on loans against own resources, investments, reserves and 
provisions entered in the ECSC balance sheet, cancelled commitments and miscellaneous 

revenue. In 1999, this revenue was estimated at EUR 80 million, EUR 57 million and EUR 
5 million respectively. The grand total was EUR 142 million. 

It is therefore necessary to draw EUR 54 million in 1999 from the provision for financing 
the operating budget which was set up as a precautionary measure in 1997. 
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The Treaty of Paris of 18 April 1951 establishing the ECSC and the Treaty of Rome of 25 
March 1957 establishing the EEC laid down the budgetary mechanisms which applied 
virtually unchanged until 1970. 

During this period, the Council completely dominated the budgetary decision-making 
process. Under the EEC Treaty the Council established its draft budget after consulting the 
Commission on the changes it wished to make to the preliminary draft which the 
Commission had drawn up on the basis of the institutions' statements of estimates. It then 
declared the budget finally adopted after taking a decision on the modifications proposed by 
Parliament. 

After expenditure on the common agricultural policy was entered in the Community budget 
in 1962, the Commission made a number of proposals to the Council in 1965 on the 
financing of the common agricultural policy, the introduction of own resources and the 
strengthening of Parliament's powers. 

More than four years of negotiations were needed before the Luxembourg agreements were 
concluded in 1970. The Treaty of 22 April 1970 provided for a gradual increase in 
Parliament's powers. Initially, up to 1974, Parliament was able to alter the breakdown of 
expenditure without changing the total; the Council could reject this by a qualified majority. 
After 1975 the provisions of the Treaty were substantially amended: Parliament's powers of 
amendment were increased and depended on whether the expenditure was compulsory or 
non-compulsory. Parliament was given the 'final word' on non-compulsory expenditure 
provided that it did not exceed the maximum rate of increase (see 'Some important 
concepts: Definitions', page 7). Furthermore, it was the President of Parliament and no 
longer the President of the Council who was to declare the budget finally adopted. 

The Luxembourg package also included the Decision of 21 April 1970 on the replacement 
of financial contributions from the Member States by the European Communities' own 
resources. This Decision was of key importance in the history of the Community budget. 
The Community was to be gradually given financial autonomy through the provision of own 
resources. It was granted fiscal revenue in the form of agricultural levies, customs duties and 
a percentage of the VAT receipts collected in the Member States. The Treaty of 22 July 
1975 further developed and confirmed the approach adopted in 1970. In particular, 
Parliament's power to reject the budget, which had been implicitly assumed by Parliament 
and the Commission since the Treaty of Luxembourg, was now expressly laid down in 

Article 203 (which has since become Article 272). In actual fact, the main innovation of the 
1975 Treaty was the creation of the Court of Auditors. 

These budgetary mechanisms continued to work - though less and less efficiently from 
1979 onwards- until 1988, the next milestone in the history of the Community budget (see 
'1988 to 1992', page 51). In the meantime, however, the Fontainebleau agreements of June 
1984 settled a number of questions of considerable financial importance, including the 
problem of budgetary imbalances and compensation for the United Kingdom, the third 
enlargement with the accession of Spain and Portugal, containment of agricultural 
expenditure, development of structural policies and the exhaustion of own resources (which 
had been provisionally resolved by raising the percentage of VAT receipts going to the 
Community). 

It was during this period that European integration entered a new stage with the signature of 
the Single Act in February 1986, prompting the Commission to present the Delors I package 
which served as a basis for the 1988 Brussels agreements. The Interinstitutional Agreement 
of 1988 and the financial perspective which formed an integral part of this Agreement laid 
down the rules for balanced interinstitutional relations in the budgetary sector (see '1988 to 
1992', ). Since this Agreement was, on the whole, a success, it was followed in 1993 by a 
second Interinstitutional Agreement which set a financial framework for the period 1993 to 
1999 for the expenditure required to implement the Treaty on European Union signed at 
Maastricht on 7 February 1992 (see 'Financial perspective 1993 to 1999', page XX). A new 
Interinstitutional Agreement was concluded on 6 May 1999 following the Amsterdam 
Treaty (see 'Agenda 2000 and the financial perspective 2000-2006'). 

The main features of the development of the Community budget are as follows: 

l. Unification of the budget instruments 

The main stages are as follows: 

- the 1951 ECSC Treaty provides for an administrative budget and an operating budget; 

- in 1957 the EEC Treaty established a single budget; the Euratom Treaty, on the other 
hand, set up an administrative budget and a research and investment budget; 

- the 1965 Merger Treaty incorporated the ECSC and Euratom administrative and 
operating budgets into the EEC budget (that is why Table I does not contain any figures 
for Euratom from 1968 onwards); 
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- finally, the 1970 Luxembourg Treaty incorporated the Euratom research and investment 
budget into the general budget; this left only two budget instruments: the general budget 
and the ECSC operating budget. 

The financial operations of the European Development Fund (see foot of Table I) have, 
since the very beginning ( 1959), been conducted outside all Community budgets and the 
only result of the attempts to have them included in the general budget has been the token 
entry since the 1993 budget. The EDF is financed by Member States' contributions, is 
governed by its own financial rules and is administered by a Steering Committee in 
accordance with specific procedures (see the 'European Development Fund', page 12). 

While the Euratom Treaty expressly authorized borrowing and lending operations from the 
outset, it was not until 1975 that rules for such activities were entered in the EEC Treaty. 
These activities take the form of balance-of-payments support and the granting of loans both 
inside and outside the Community, in particular through the New Community Instrument 
(NCI) to promote investment. The development of this non-budget activity since 1980 is 
presented in Table 5. 

2. The development of common policies 

The main stages are as follows: 

- establishment in 1962 of the European Agricultural Guidance and Guarantee Fund 
(EAGGF); 

- research policy, initially founded on the Euratom Treaty (and therefore limited at the 
outset to nuclear matters), but gradually extended to many other areas; 

- common fisheries policy, for which the first regulations date from 1970; 

- strengthening in 1971 of the European Social Fund (ESF), set up by the Treaty of Rome; 

- creation in 1975 of the European Regional Development Fund (ERDF); 

- common environment policy, enshrined in the Single Act; 

- reform of the Structural Funds (ERDF, ESF, EAGGF Guidance Section) in 1988; 

- development of the common transport policy; 

- second reform of the Structural Funds, establishment of the Financial Instrument for 
Fisheries Guidance and the Cohesion Fund in 1993; 

- establishment, in the Treaty on European Union, of a policy of cooperation in the fields 
of justice and home affairs and of a common defence and security policy ('second and 
third pillars'). 

- recognition, in the Amsterdam Treaty, of a European social policy, and larger-scale 
cooperation in the field of justice and home affairs. 

3. Successive enlargements 

From six at the outset, the Community now has 15 members: 

- the Paris (1951) and Rome (1957) Treaties were signed by France, Germany, Italy and 
the Benelux countries; 

- the Acts of Accession of the United Kingdom, Ireland and Denmark, signed in 1972, 
entered into force on 1 January 1973; 

- Greece became the lOth Member State on 1 January 1981; 

- Spain and Portugal acceded on 1 January 1986; 

- Austria, Finland and Sweden acceded on I January 1995. 

In addition, under the Agreement on the European Economic Area, three (I) of the seven 
members of the European Free Trade Association (EFT A) participate in various 
Community policies in return for a financial contribution calculated according to a 
proportionality factor based on GNP. 

Finally, since 1998, the Union has been pursuing a pre-accession strategy to prepare the 
ground for a new wave of enlargement, starting with Cyprus, the Czech Republic, Estonia, 
Hungary, Poland and Slovenia. 

(1) Iceland and Norway, since the EEA entered into force on I January 1994, and Liechtenstein since May 1995. 
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Map 1 

Enlargemen U . 1 t of the European DIOI 

D 1952 (ECSC) 
1958 (EEC) 

D 1973 

D 19!;1 

D 1986 

D 1995 

·' 
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Heading 

1958 

General budget 

EAGGF Guarantee Section 

Structural Funds, of which: 

- EAGGF Guidance Section 
- ERDF 
-ESF 

Research 

External action 

Administration 7,3 

Repayments and other 

General budget - Total 7,3 

EDF 

ECSC 70,3 

Euratom (1) 3,7 

Grand total 81,3 

( 1) The Euratom budget was incorporated in the general budget in 1969. 

The community budget: The fac ts in fi gures 

Table 1 

Community expenditure from 1958 to 1999 
(Outturn in payments) 

Financial year 

1959 1960 1961 1962 1963 

8,6 ll ,3 4,6 

18,1 21 ,2 25,4 30,2 35,2 

18,1 21,2 34,0 41,5 39,8 

3,4 15,8 53,3 65,3 

21,8 28,2 20,8 22,3 22,6 

8,5 5,8 6,9 54,8 84,7 

48,4 58,6 77,5 171,9 212,4 

(EUR million) 

1964 1965 1966 1967 1968 

28,7 50,7 340,0 1 259,7 

7,2 4,6 22,1 81 ,1 58,5 

34,0 

24,5 

73 ,4 

0,9 0,8 1,0 

39,6 43,3 50,9 53,7 94,7 

0,6 0,5 0,6 

46,8 76,6 125,2 476,1 1487,9 

83,4 106,7 108,3 104,6 106,5 

29,1 35,7 31,0 37,7 32,4 

100,1 120,0 129,2 129,5 

259,4 339,0 393,7 747,9 1626,8 



Heading 

1969 

General budget 

EAGGF Guarantee Section 1 668,6 

Structural Funds, of which: 70,8 

- EAGGF Guidance Section 51 ,3 
- ERDF 
- ESF 19,5 

Research 59,2 

External action 1,0 

Administration 104,3 

Repayments and other 0,9 

General budget - Total 1904,8 

EDF 115,0 

ECSC 45,7 

Grand total 2 065,5 

Some important concepts 

Table 1 (cont'd) 

Community expenditure from 1958 to 1999 
(Outturn in payments) 

Financial year 

1970 1971 1972 1973 1974 

3 108,1 1 755,6 2 485 ,6 3 614,4 3 459,8 

95 ,4 118,0 136,9 259,1 281 ,8 

58,4 61 ,5 53,2 10,8 37,8 

37,0 56,5 83,7 248,3 244,0 

63 ,4 64,9 76,3 70,1 110,3 

1,4 0,4 71 ,8 63 ,3 358,5 

115,3 137,8 173,6 245 ,3 306,2 

1,6 130,4 178,1 253 ,0 309,8 

3 385,2 2 207,1 3122,3 4 505,2 4 826,4 

145,6 154,4 131,5 157,8 172,0 

45,6 49,8 51,0 40,5 58,0 

3 576,4 2 411,3 3 304,8 4 703,5 5 056,4 

29 

(EUR million) 

1975 1976 1977 1978 1979 

4 327,7 5 636,7 6 587,1 8 679,3 10 387,1 

375,3 623,8 685,5 1 388,7 1 515,5 

76,7 112,1 113,0 325,6 286,5 
150,0 300,0 400,0 525,0 699,0 
148,6 211 ,7 172,5 538,1 530,0 

115,9 127,2 180,8 266,9 267,6 

250,9 202,8 194,1 313,2 443,7 

364,0 430,7 501,6 686,6 775,6 

383,1 541,6 586,8 707,1 831 ,2 

5 816,9 7 562,8 8735,9 12 041,8 14 220,7 

208,5 248,6 244,7 401,0 465,3 

76,0 84,2 95,5 67,3 87,5 

6101,4 7 895,6 9 076,1 12 510,1 14773,5 



30 

Heading .. 

1980 

General budget 

EAGGF Guarantee Section 11 291,9 

Structural Funds, of which: 1 808,5 

- EAGGF Guidance Section 314,6 
-ERDF 793,4 
-ESF 700,5 
- Cohesion Fund 

Research 364,2 

External action 603,9 

Administration 829,9 

Repayments and other 958,9 

General budget - Total 15 857,3 

EDF 481,9 

ECSC 115,6 

Grand total 16 454,8 

The community budget: The facts in figures 

Table 1 ( cont' d) 

Community expenditure from 1958 to 1999 
(Outtum in payments) 

Financial year 

1981 1982 1983 1984 1985 

11 063,7 12 259,8 15 785,8 18 330,4 19 727,8 

3 566,8 4 570,1 4 081,3 3 220,0 3 702,9 

539,9 650,8 575,3 595,6 685,5 
2 406,5 2 905,4 2 306,6 I 412,5 1 610,0 

620,4 1 013,9 I 199,4 1 211,9 I 407,4 

311,6 437,3 1 345,5 I 660,0 677,9 

738,4 891,2 901,3 996,5 963,8 

941,8 I 048,2 I 108,2 1 212,9 1 304,8 

I 103,7 1 263,0 1 283,9 1 661,6 1 490,1 

17 726,0 20 469,6 24 506,0 27 081,4 27 867,3 

663,7 647,2 718,8 703,0 698,0 

139,7 184,0 207,7 255,2 267,9 

18 529,4 21300,8 25 432,5 28039,6 28 833,2 

(EUR million) 

1986 1987 1988 1989 1990 

22 118,1 22 950,1 26 395,2 24 401,4 25 604,6 

5 664,7 5 859,6 6419,3 7 945,1 9 591,4 

771,2 789,5 1140,9 I 349,0 I 825,3 
2 456,7 2 560,1 2 979,8 3 920,0 4 554,1 
2 436,8 2 510,0 2 298,6 2 676,1 3 212,0 

775,4 964,4 1 129,5 I 517,5 I 790,3 

I 057,3 809,2 768,1 I 044,3 1 430,6 

1 533,9 1 696,9 I 906,1 2 069,8 2 332,9 

3 526,0 2 807,8 4 403,6 3 779,0 3 313,1 

34 675,4 35 088,0 41021,7 40 757,1 44062,9 

846,7 837,9 1196,3 1297,1 1256,5 

298,1 308,9 277,2 229,9 288,6 

35 820,2 36 234,8 42 495,2 42 284,1 45 608,0 



Heading 

199 1 

General budget 

EAGGF G uarantee Section 31 103,2 

Structural F unds, of which (3): 13971,0 

- EAGGF G uidance Section 2 085,4 
-ERDF 6 306,8 
-ESF 4 030,0 
- Cohesion Fund 
-FIFG 

Research 1 706,3 

External action 2 209,6 

Administration 2 618,7 

Repayments and other I 901,8 

General budget - Total 53 510,6 

E DF (4) 1191,3 

ECSC 314,3 

Grand total 55 016,2 

(I) Budget. 
(2) Preliminary draft budget. 
(3) PDB 2000 - Provisional breakdown . 
( 4) The fi gures for the EDF budget between 1998 and 2000 are provisional. 

Some important concepts 

Table 1 (cont'd) 

Community expenditure from 1958 to 1999 
(Outturn in payments) 

Financial year 

1992 1993 1994 1995 1996 

31 254,5 34 935,8 32 952,8 34 490,4 39 324,2 

18 378,3 20 478,5 15 872, I 19 223,3 24 624,1 

2 857,9 2 914,2 2 476,5 2 530,6 3 360,3 
8 564,8 9 545,6 6 33 1,2 8 373,6 10 610,3 
4 321,1 5 382,6 4 3 15,4 4 546,9 6 031,6 

795,0 851 ,6 I 699,3 I 872,2 
395,0 248, 1 421,6 

1 903,2 2 232,5 2 480,8 2 477,9 2 878,7 

2 140,6 2 857,5 3 055,2 3 406,2 3 855,0 

2 877,6 3 3 19,1 3 541,7 3 870,3 4 011,1 

l 935,9 960,1 1 370,5 3 079,3 2 339,0 

58490,2 64 783,4 59 273,1 66 547,4 77 032,2 

1941,7 1353,6 1781,6 1 563,7 1317,4 

412,2 596,4 424,0 297,5 255,3 

60 844,1 66 733,4 61 478,7 68 408,6 78 604,9 

31 

(EUR million) 

1997 1998 1999 (1) 2000 (2) 

40 423,0 39 132,5 40 940,0 4140 1,0 

26 285,1 28 765,7 30 658,5 32 166,9 

3 580,0 3 52 1,5 3 774,0 3 631,8 
11 521,4 1 I 799,7 12 702,6 14 427,2 
6 143,4 7 602,8 7 246,3 8 044,1 
2 323,0 2 401,8 2 877,0 2 800,0 

486,9 407,7 482,0 561,5 

2 981 ,6 2 968,7 2 990,2 3 600,0 

3 822,6 4 223,3 4 298,2 5716,7 

4 195,5 4 192,8 4 502,3 4 637,9 

2 111,3 I 891,3 2 168,5 2 062,1 

79 819,1 81174,4 85 557,7 89 584,7 

1213,0 1439,6 1460,0 2 235,0 

459,8 184,9 196,0 178,0 

81491,9 82 798,9 87 213,7 91997,7 
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Chart 1 

Community expenditure from 1958 to 2000 (at current prices and 1999 prices) 

( euro million) 
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( 1) The Euratom budget was incorporated in the general budget in 1969. 

Some important concepts 

Table 2 

Community expenditure from 1958 to 1999 
(Outturn in payments) 

33 
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Heading 

1969 

General budget 

EAGGF Guarantee Section 80,8 

Structural Funds, of which: 3,4 

~ EAGGF Guidance Section 2,5 
-ERDF 
-ESF 0,9 
- Cohesion Fund 

Research 2,9 

External action 0,0 

Administration 5,0 

Repayments and other 0,0 

General budget - Total 92,2 

EDF 5,6 

ECSF 2,2 

Grand total 100,0 

The community budget: The facts in figures 

Table 2 (cont'd) 

Community expenditure from 1958 to 1999 
(Outturn in payments) 

Exercises 

1970 1971 1972 1973 1974 

86,9 72,8 75,2 76,8 68,4 

2,7 4,9 4,1 5,5 5,6 

1,6 2,6 1,6 0,2 0,7 

1,0 2,3 2,5 5,3 4,8 

1,8 2,7 2,3 1,5 2,2 

0,0 0,0 2,2 1,3 7,1 

3,2 5,7 5,3 5,2 6,1 

0,0 5,4 5,4 5,4 6,1 

94,7 91,5 94,5 95,8 95,5 

4,1 6,4 4,0 3,4 3,4 

1,3 2,1 1,5 0,9 1,1 

100,0 100,0 100,0 100,0 100,0 

(%) 

1975 1976 1977 1978 1979 

70,9 71,4 72,6 69,4 70,3 

6,2 7,9 7,6 11,1 10,3 

1,3 1,4 1,2 2,6 1,9 
2,5 3,8 4,4 4,2 4,7 
2,4 2,7 1,9 4,3 3,6 

1,9 1,6 2,0 2,1 1,8 

4,1 2,6 2,1 2,5 3,0 

6,0 5,5 5,5 5,5 5,2 

6,3 6,9 6,5 5,7 5,6 

95,3 95,8 96,3 96,3 96,3 

3,4 3,1 2,7 3,2 3,1 

1,2 1,1 1,1 0,5 0,6 

100,0 100,0 100,0 100,0 100,0 



Heading 

1980 

, Gene rill budget 
1 

EAGGF Guarantee Section 68,6 

Structural· Funds, of which: 11,0 

~ EAGGF Guidance Section 1,9 
._:_·ERDF 4,8 

,, 
-ESF 4,3 
- C::ohesion Fund 68,6 

:· Research 2,2 
~~ 3 

; •· Extern:al a<;:tion 3,7 
., 

, .. 
Administration 5,0 

' Repayments and other 5,8 

General budget - Total 96,4 

EDF 2,9 

ECSF 0,7 

,· Grand total 100,0 

Some important concepts 

Table 2 (cont'd) 

Community expenditure from 1958 to 1999 
(Outtum in payments) 

Exercises 

1981 1982 1983 1984 1985 

59,7 57,6 62,1 65,4 68,4 

19,2 21,5 16,0 11,5 12,8 

2,9 3,1 2,3 2,1 2,4 
13,0 13,6 9,1 5,0 5,6 
3,3 4,8 4,7 4,3 4,9 

59,7 57,6 62,1 65,4 68,4 

1,7 2,1 5,3 5,9 2,4 

4,0 4,2 3,5 3,6 3,3 

5,1 4,9 4,4 4,3 4,5 

6,0 5,9 5,0 5,9 5,2 

95,7 96,1 96,4 96,6 96,7 

3,6 3,0 2,8 2,5 2,4 

0,8 0,9 0,8 0,9 0,9 

100,0 100,0 100,0 100,0 100,0 

1986 1987 

61,7 63,3 

15,8 16,2 

2,2 2,2 
,. 

' 
6,9 7,1 
6,8 6,9 

2,2 2;7 

3,0 2,2 

4,3 4,7 

9,8 7,7 

96,8 96,8 

2,4 2,3 

0,8 0,9 

100,0 100,0 

1988 

27 , ' 

·•··. 

1,8 

4,5 

10,4 

96,5 

2,8 

0,7 

·100,0 

3,6 ,· 

2;5·~ : 

4,9 

96,4 

3,1 
,,, 

o;5 

35 

(o/o) 

·2;8 ... 

.' . ' 
<100,0 : 100;0' 
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Heading 

1991 

General budget 

EAGGF Guarantee Section 56,5 

Structural Funds, of which (3): 25,4 

- EAGGF Guidance Section 3,8 
-ERDF 11,5 
-ESP 7,3 
- Cohesion Fund 
-FIFG 

Research 3,1 

External action 4,0 

Administration 4,8 

Repayments and other 3,5 

General budget - Total 97,3 

EDF 2,2 

ECSF 0,6 

Grand total 100,0 

(') Budget. 
(2) Preliminary draft budget. 
(3) PDB 2000- Provisional breakdown. 

The community budget: The facts in figures 

Table 2 (cont'd) 

Community expenditure from 1958 to 1999 
(Outtum in payments) 

Exercises 

1992 1993 1994 1995 

51,4 52,4 53,6 50,4 

30,2 30,7 25,8 28,1 

4,7 4,4 4,0 3,7 
14,1 14,3 10,3 12,2 
7,1 8,1 7,0 6,6 

1,2 1,4 2,5 
0,6 0,4 

3,1 3,3 4,0 3,6 

3,5 4,3 5,0 5,0 

4,7 5,0 5,8 5,7 

3,2 1,4 2,2 4,5 

96,1 97,1 96,4 97,3 

3,2 2,0 2,9 2,3 

0,7 0,9 0,7 0,4 

100,0 100,0 100,0 100,0 

(%) 

1996 1997 1998 1999 (1) 2000 (2) 

50,0 49,6 47,3 46,9 45,0 

31,3 32,3 34,7 35,2 35,0 

4,3 4,4 4,3 4,3 3,9 
13,5 14,1 14,3 14,6 15,7 
7,7 7,5 9,2 8,3 8,7 
2,4 2,9 2,9 3,3 3,0 
0,5 0,6 0,5 0,6 0,6 

3,7 3,7 3,6 3,4 3,9 

4,9 4,7 5,1 4,9 6,2 

5,1 5,1 5,1 5,2 5,0 

3,0 2,6 2,3 2,5 2,2 

98,0 97,9 98,0 98,1 97,4 

1,7 1,5 1,7 1,7 2,4 

0,3 0,6 0,2 0,2 0,2 

100,0 100,0 100,0 100,0 100,0 
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38 The community budget: The facts in figures 

Table 3 

Community expenditure in relation to the total of Member StatesbudgetsandCommunityGDP' 

<- < -- ,,,_ 

Total Community·e)mei:JdiJure 
(including ECSC,Eur:1tornand EDF) 

Annual growth in nominal terms (%) 

Total Community expenditure (1998 prices) 
(EUR million) 

Annual growth i'! real te&s (%) 

Communityexpend.ir!:'f~;'~s;'o~ of p!Jblic expenditure in ,lVle:J11ti~.Gl~l 
States ,.;;c;:,;~ ;; . 

Expenditure as % of Cqrim1unity GOP 

Expenditure per capita (EUR) 

Expenditure per capita (1998 prices) 

27,0 73,1 

23 249,2 

20,8 62,4 

(,3 2,0 

0,48 0,74 

11,1 19,0 

76,6 123,5 77,2 

·. 37,1 42,3 

24 730,9 

30,9 

1,3 

0,55 0,53 

17,3 18,3 19,6 

98,8 96,3 91,4 

0,54 

23,6 

96,1 

1965 

339,0 

30;7 

2 687,8 

25,8 

0,3 

0,11 

1,9 

14,8 

29,4 

28 880,2 

16,4 

1,3. 

0,61 

30,5 

111,7 

i 48,2 

116,1 146,4 

1968 

1626,8 

.111,6 

1, I 

0,42 

8,8 

63,9 

18,1 

40 785,9 

7,4 

1,8 

0,81 

56,8 

156,7 
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Table 3 (cont'd) 

Community expenditure in relation to the total of Member StatesbudgetsandCommunityGDP' 

1,8 3,6 
.--""'~: -<-

Community,e}i.penditure as % ofpubhc'expenditure in """'nnP·r~ 2,1 2,3 2,3 
States ~~ ~ ~ ~ ~ 

. ~ 

.OC.AJJ'-"''"'"'1:~~~'~ % of Community GJ:}f:. ·~ 1,06 1,14 1,11 
~ Y--'~~~;, 

~. 183,9 217,8 

198,6 225,7 

(I) Budget. 
(2) Pre! i minary draft budget. 
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Chart 3 

Community GDP, public expenditure by the Member States and Community expenditure from 1960 to 2000 

( euro billion) 
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Source: European Conu11ission, DG II and DG XIX. 
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Chart 4 

Comparison between public expenditure by the Member States and Community expenditure in 1998 
(Forecasts) 
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Source : European Commission, DG II and DG XIX. 
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42 The community budget: The fac ts in figures 

Table 4 

Community revenue from 1971 to 2000 
(EUR million) 

1971 1972 1973 1974 1975 1976 1977 1978 1979 

Type of revenue 

Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % 

Agricultural duties 713,8 30,6 799,5 25,6 510,3 10,4 330,1 6,4 590,1 9,2 1 163,7 14,2 l 778,5 20,5 2 278,9 18,3 2 143,5 14,4 

Customs duties 582,3 25,0 957,3 30,7 I 986,3 40,4 2 737,6 53,2 3 151,0 49,3 4 064,5 49,7 3 927,2 45,3 4 390,9 35,3 5 189,1 34,8 

VAT 4 737,7 31,8 

Fourth resource 

Miscellaneous 1 033,2 44,4 1 360,7 43,6 2 417,7 49,2 2 075,7 40,4 2 644,0 41,4 2 956,5 36,1 2 969,4 34,2 5 783,0 46,4 2 821,2 18,9 

Total 2 329,3 100,0 3117,5 100,0 4 914,3 100,0 5 143,4 100,0 6 385,1 100,0 8184,7 100,0 8 675,1 100,0 12 452,8 100,0 14 891,5 100,0 

(EUR million) 

1980 1981 1982 1983 1984 1985 1986 1987 1988 

Type of revenue 

Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % 

Agricultural duties 2 002,3 12,2 1 747,4 9,2 2 227,8 10, I 2 433 ,9 9,5 2 950,0 11 ,3 2 179,1 7,8 2 287,0 6,8 3 097,8 8,7 2 605,8 6,2 

Customs duties 5 905,7 35,9 6 392,4 33,8 6 815 ,3 30,9 7 234,6 28, 1 7 623 ,5 29,2 8 310,1 29,6 8 173,0 24,3 8 936,5 25 ,0 9 310,2 22,3 

VAT 7 258,5 44,2 9 187,8 48,6 12 000,5 54,3 13691 ,0 53 ,2 14 565,9 55,8 15 218,9 54,2 22 223 ,4 66,0 23 463 ,5 65 ,6 23 927,6 57,2 

Fourth resource 4 445 ,8 10,6 

Miscellaneous I 265,8 7,7 1 590,4 8,4 I 038,5 4,7 2 369,7 9,2 943,0 3,6 2 377,0 8,4 983,8 2,9 285,5 0,7 I 554,0 3,7 

Total 16432,3 100,0 18 918,0 100,0 22 082,1 100,0 25 729,2 100,0 26 082,4 100,0 28 085,1 100,0 33 667,2 100,0 35 783,3 100,0 41843,4 100,0 
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Table 4 (co ntd) 

Community revenue from 1971 to 2000 
(EUR million) 

1989 1990 1991 1992 1993 1994 1995 1996 1997 

Type of revenue 

Amount % Amount % Amount Amount % Amount % Amount % Amount % Amount % Amount % 

Agricultural duties 2 397,7 5,2 1 875,7 4,0 2 486,6 4,4 I 987,8 3,3 1929,9 2,9 2 074,1 3,1 1 944,6 2,6 I 821,5 2,2 I 925,3 2,4 

Customs duties lO 312,9 22,5 lO 285,1 22, 1 II 475 ,4 20,4 II 292,4 18,9 II 055,6 16,8 II 178,0 16,9 12 508,6 16,7 11 762,2 14,5 12 247,0 15,2 

VAT 26 293,4 57,3 27 440,1 59,1 31 406,2 55,8 34 659,3 58,0 34 489,9 52,5 33 254,5 50,4 39 183,2 52,2 33 962,9 41 ,8 34 222,5 42,5 

Fourth resource 4 519,0 9,8 94,9 0,2 7 468,3 13,3 8 322,2 13,9 16517,9 25,2 17 682,2 26,8 14191 ,2 18,9 23 549,1 29,0 26 898,2 33,4 

Miscellaneous 2 376,8 5,2 6 773,3 14,6 3 412,9 6,1 3 450,1 5,8 1 679,5 2,6 1 813,3 2,7 7 249,5 9,7 10 179,4 12,5 5 254,7 6,5 

Total 45 899,8 100,0 46 469,1 100,0 56 249,4 100,0 59 711,8 100,0 65 672,7 100,0 66 002,1 100,0 75 077,1 100,0 81275,1 100,0 80 547,7 100,0 

(EUR million) 

1998 1999 (1) 2000 (2) 

Type of revenue 

Amount % Amount % Amount % 

Agricultural duties I 955,1 2,3 1 921,1 2,2 2 038,4 2,3 

Customs duties 12 155,6 14,4 11 893,9 13,9 II 070,0 12,4 

VAT 33 118,0 39,2 30 374,2 35,5 32 554,6 36,3 

Fourth resource 35 020,5 41,4 39 260,0 45,9 43 250,6 48,3 

Miscellaneous 2 280,5 2,7 2 108,6 2,5 671 ,1 0,7 

Total 84 529,7 100,0 85 557,7 100,0 89 584,7 100,0 

( 1) Budget. 
(2) Preliminary draft budget. 
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Chart 5 

Community revenue from 1971 to 2000 
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Chart6 

Community revenue from 1971 to 2000 
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Table 5 

Community borrowing and lending from 1980 to 1998 
(EUR million) 

1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 

Loans raised 

ECSC I 004 325 712 750 822 1 265 I 517 1487 880 913 1 086 1446 1474 908 644 386 298 474 

Balance of payments 4 247 862 860 350 1 695 1209 4969 388 409 156 195 403 

Euratom 181 373 363 369 214 344 488 853 93 49 

NCI 305 339 773 1 617 967 860 541 611 945 522 76 49 70 66 

European Investment Bank (EIB) 2 384 2 243 3 146 3 508 4 339 5 699 6 786 5 593 7 666 9 034 10996 13 672 12 974 14 224 14148 12 395 17 553 23 025 30098 

Community -Total 3874 3 280 4994 10941 6342 8168 10194 9404 9584 10469 12 508 16862 15 657 20101 15 298 13256 18007 23694 30501 

Loans granted 

ECSC 1 031 388 740 778 825 1 010 I 069 969 908 700 993 I 382 1486 918 674 403 280 541 

Balance of payments 4 247 862 860 350 1 695 1209 4 969 388 409 156 195 403 

Euratom 181 357 362 366 186 211 443 314 

NCI 197 540 791 1 200 I 182 884 393 425 357 78 24 39 9 30 

European Investment Bank (EIB) 2 724 2 524 3 446 4146 5 007 5 641 6 678 6 967 8 844 II 507 12 605 14438 16 140 17 724 17 682 18 603 20945 26 148 29 526 

Community- Total 4133 3809 5 339 10737 7 200 7 746 9445 9 535 10109 12 285 13972 17 554 18844 23641 18743 19415 21381 26884 29929 
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Table 6 

Staff of the Community institutions from 1968 to 1999 

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 

Parliament 514 529 532 589 787 I 096 I 172 1206 I 404 I 537 I 709 2112 2 573 

Council 563 569 618 628 980 1 218 l 330 1 481 l 501 1 508 1 517 1 547 1 599 

Commission 7 703 7 707 7 801 8 025 8 239 9 247 9 573 9 987 10 641 I 1 068 11418 I 1649 11 947 
of which : - Administrative budget 4 953 5 003 5 201 5 455 5 827 6 799 7 194 7 605 7 777 8 048 8 378 8 580 8 885 

- Research budget 2 750 2 704 2 501 2450 2 277 2 277 2 198 2 184 2 658 2 806 2 816 2 771 2 736 
-Publications Office 99 120 135 171 181 198 206 214 224 237 265 

- Other bodies * 61 61 

Court of Justice 110 110 114 126 138 223 254 261 264 275 288 315 363 

Court of Auditors 19 24 26 29 30 35 35 35 35 35 164 214 259 

Economic and Social Committee (1) 117 129 144 156 192 252 284 292 302 305 315 325 339 
and Committee of the Regions 

Total 9026 9068 9235 9 553 10 366 12 071 12 648 13 262 14147 14728 15 411 16162 17 080 

1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 

Parliament 2 927 2 931 2 941 2 966 2 998 3 277 3 360 3 405 3 405 3 482 3 565 3 686 3 790 

Council l 700 1 755 l 798 I 792 1 888 2016 2 066 2 130 2 165 2 184 2 205 2 225 2 256 

Commission 12 283 12 675 12 998 13 280 13 703 14 262 15 161 15 905 16 309 16 720 17 175 17 946 18 576 
of which: -Administrative budget 9 173 9 565 9 852 10 037 10 369 10 881 II 622 12 328 12 611 12 887 13 157 13 975 14 540 

- Research budget 2 753 2 747 2 779 2 851 2 922 2 939 3 053 3 073 3 176 3 285 3 462 3 409 3 430 
- Publications Office 284 288 292 312 331 350 380 396 406 424 428 428 463 
- Other bodies * 73 75 75 80 81 92 106 108 116 124 128 134 143 

Court of Justice 452 474 478 480 480 571 646 672 733 752 794 800 825 

Court of Auditors 284 294 303 303 307 345 366 375 377 379 384 394 402 

Economic and Social Committee (1) 374 378 391 400 405 448 471 485 494 501 506 510 510 
and Committee of the Regions 

Total 18 020 18 507 18 909 19 221 19781 20 919 22 070 22972 23483 24 018 24629 25 561 26359 

( 1) Until 1993 , the staff of the Economic and Social Committee were included in Secti on II of the budget. From 1994, they have been inc luded in the new Section VI together wi th the staff of the Committee of the Regions, which was 
set up in 1994. 
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Table 6 (cant' d) 

Staff of the Community institutions from 1968 to 1999 

1994 1995 1996 1997 1998 1 999 

Parliament 3 790 4 091 4 105 4 109 4110 4 575 

Council 2 304 2464 2 529 2 529 2 534 2 621 

Commission 19 027 20 383 21464 22 006 22 509 22 631 
of which: -Administrative budget 14 918 15 836 16449 16 789 17 094 17 201 

- Research budget 3 497 3 497 3 694 3 712 3 712 3 712 
-Publications Office 465 525 525 525 525 525 
- Other bodies * 147 525 796 980 I 178 I 193 

Court of Justice 837 950 953 953 953 961 

Court of Auditors 427 503 503 528 553 552 

Economic and Social Committee (1) 599 716 727 739 739 737 
and Committee of the Regions 

Total 26984 29107 30 281 30864 31398 32 077 

(') Until 1993, the staff of the Economic and Social Committee were included in Section II of the budget. From 1994, they have been included in 
the new Section VI together with the staff of the Committee of the Regions, which was set up in 1994. 



Brussels European Council, 
12 February 1988 

Part II 
1988 to 1992 

Barbara
Text Box
49-50

Barbara
Sticky Note
Completed set by Barbara



1988 to 1992 51 

1. The 1988 reform 

The new political impetus which the Community received with the third enlargement to 
include Spain and Portugal in 1986 and then the conclusion of the Single Act opened up 
prospects for a thorough reform of the Community's financial system. The main objective 
was to provide the financial resources to launch a policy of 'economic and social cohesion' 
at Community level while ensuring that these new funds would not be absorbed by the 
common agricultural policy. The method employed is based on prior agreement on the main 
medium-term priorities between all the parties involved in the Community budget. 

This reform was set out in a comprehensive proposal, the 'Delors package', presented by 
the Commission in February 1987. Acting on these proposals the Brussels European 
Council in February 1988 agreed on the broad political lines of the reform which centred on 
three main categories: 

(a) Own resources 

In order to provide the Community with resources that would enable it to operate correctly, 
the total of own resources was no longer to be tied to a specific item of revenue (VAT) but 
an overall ceiling on own resources fixed each year expressed as a percentage of 
Community GNP (1,15% in 1988, 1,20% in 1992). Initially, this ceiling was based on the 
estimated requirements contained in the financial perspective (see 'Some important 
concepts: The financial perspective', page I 0). 

The range of own resources was extended with the creation of a fourth 'balancing' resource 
based on the GNP of the Member States (see 'The revenue of the European Union', 
page 16). This resource is in proportion to the wealth of the Member States and is intended 
to limit the regressive nature of the VAT resource and counteract the decline in traditional 
own resources due to reductions in customs duties and self-sufficiency in food. 

(b) Budgetary discipline 

In order to ensure a better balance between the various categories of expenditure and 
controlled growth of this expenditure, emphasis was laid on stricter budgetary discipline: 

the Interinstitutional Agreement on budgetary discipline and improvement of the budgetary 
procedure, which came into force on I July 1988, makes budgetary discipline the shared 
responsibility of Parliament, the Council and the Commission. 

The financial perspective, which is an integral part of the Agreement, is the key to the new 
budgetary discipline arrangements. It is designed to produce a harmonious and controlled 
development of the broad sectors of budget expenditure and at the same Lime to establish a 
new balance in expenditure to the benefit, in particular, of the structural policies. 

Budgetary discipline is designed first and foremost to contain agricultural expenditure, by 
setting a guideline (appearing in heading I of the financial perspective) which may not rise 
each year by more than 74% of the annual growth rate of Community GNP. A monetary 
reserve is also entered in the budget to contend with the effects of lluctuations in the 
exchange rate between the dollar and the ecu on EAGGF Guarantee Section expenditure. 

(c) Reform of the Structural Funds 

The Single Act provided for close coordination between the three Structural Funds financed 
from the Community budget with a view to clarifying their tasks and enhancing their 
effectiveness. 

It was also decided to provide a guarantee that the allocations for the Funds would be twice 
as high in real terms in 1993 as in 1987- reflected in the rise in the ceilings for heading 2 
(Structural operations) of the financial perspective 1988 to 1992 -and also to target 
Community action through these Funds at five objectives (1. Development and structural 
adjustment of regions whose development is lagging behind; 2. Conversion of regions 
affected by industrial decline; 3. Combating long-term unemployment; 4. Occupational 
integration of young people; Sa and b. Adjustment of agricultural structures and 
development of rural areas). 

2. Financial perspective 1988 to 1992 

The financial perspective initially adopted in 1988 is shown in Table 7. 

It contained six headings: 

- Heading I: 'EAGGF Guarantee Section' covering agricultural guarantee expenditure 
and half the aid for set-aside. 
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- Heading 2: 'Structural operations', which mainly contains expenditure under the 
Structural Funds (European Regional Development Fund- ERDF, European Social 
Fund- ESF, and the EAGGF Guidance Section) as well as some structural expenditure 
connected with fisheries and structural programmes for geographical areas such as the 
specific programme for the development of Portuguese industry (PEDIP), the other half 
of the set-aside aid and the income aid for farmers. 

- Heading 3: 'Policies with multi annual allocations', covering research and the integrated 
Mediterranean programmes (IMPs). 

- Heading 4: 'Other policies', covering expenditure on all other operations in fields such 
as transport, environment, audiovisual media, internal market and all external action. 

- Heading 5: 'Repayments and administration', consisting of the institutions' 
administrative expenditure as well as expenditure on certain repayments to the Member 
States (to Spain and Portugal in the early years of membership or in connection with the 
depreciation of agricultural stocks). 

- Heading 6: 'Monetary reserve', for which the necessary resources would be called in 
only if required. 

In accordance with the Interinstitutional Agreement, the financial perspective, which was 
drawn up in 1988 prices, was updated each year by the Commission to allow for increases 
in prices. The financial perspective could also be adjusted in line with conditions of 
implementation. 

Table 8 shows the effects of the technical adjustments and the adjustment in line with 
conditions of implementation between 1988 and 1992. 

Finally, the financial perspective could also be revised to raise (or lower) the ceiling for one 
or more headings (see 'Some important concepts: The financial perspective', page 10). 

There were seven revisions between 1988 and 1992, resulting mainly from the upheavals on 
the international scene between 1990 and 1992 and their effect on Community regional aid 
policies (German unification) or on the Community's foreign aid programmes such as 
assistance for the countries of Central and Eastern Europe and the republics of the CIS, 

humanitarian aid following the fighting in the States of former Yugoslavia, the Gulf War, 
aid to Kurdish refugees and measures to combat famine in Africa. 

Apart from these adjustments in response to unforeseen circumstances, the financial 
perspective was revised halfway through its term to boost internal policies and assistance to 
a number of developing countries. 

Experience has shown that these revisions have been too frequent, in particular because the 
financial framework was too inflexible to respond to international crises. Furthermore, the 
revisions were often complicated to negotiate and tended to merge with the budgetary 
procedure, thus reducing their function as a medium-term framework. 

The various revisions and amendments are set out in Table 8. Table 9 summarizes all the 
changes since 1988. Table I 0 shows the budgets adopted during the period covered by this 
financial perspective. 

3. Outcome of the 1988 reform 

The reform has been broadly positive as regards the three main objectives pursued: orderly 
growth in expenditure, improvement of the budgetary procedure and budget management, 
and an adequate level of own resources. 

It is true that the favourable economic situation contributed to this success, but the 
Community has also had to contend with exceptional events which forced it to assume new 
budgetary responsibilities as a result of the upheavals in Eastern Europe. 

(a) Growth in expenditure 

The desired growth in expenditure has been achieved, and the results have proved even 
better than expected: 

- The allocations for the Structural Funds doubled between 1987 and 1993. 

- Agricultural expenditure remained within the agricultural guideline and the additional 
costs arising from German unification were covered without this guideline having to be 
raised. However, this was the result not so much of a fundamental improvement in 
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Community agriculture as of the favourable market situation. The reform of the CAP 
undertaken in 1992 was therefore still necessary. 

- The various revisions of the financial perspective boosted the trend towards a 
rebalancing of expenditure in favour of external action in particular. 

(b) Improvement of the budgetary procedure and budget management 

There has been a distinct improvement here: each year the budget was adopted within the 
required deadlines without any major clash between the institutions and the basic principles 
of the financial framework were respected. 

Table II shows the trend in budget outtum. The savings which were often made under the 
CAP in the course of the financial year must not be allowed to conceal the improved 
utilization rate for most of the other headings in relation to the situation before 1988. 

(c) Adequate financial resources 

Although the expenditure ceilings were raised a number of times, the overall ceiling of the 
financial perspective and thus the actual amount of budget spending remained below the 
own resources ceiling. The combination of two favourable factors - moderate rise in 
agricultural expenditure and more rapid economic growth than expected- did, admittedly, 
contribute to this outcome. 

Table 11 also shows that the own resources ceilings were complied with throughout the 
period and that a substantial margin was often available. 

As for the structure of own resources, the success hoped for from the 1988 reform has not 
yet been forthcoming. While traditional own resources have continued to decline, the VAT 
resource still yields by far the largest proportion of revenue and the GNP-based resource still 
accounts for no more than a modest proportion (see 'The revenue of the European Union', 
page 16, and Table 4 and Charts 5 and 6). 
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Table 7 Table 8 

Initial financial perspective (1988 to 1992) (1) Changes made to the initial financial perspective (1988 to 1992) 
(EUR million) 

1988 1989 1990 1991 1992 

Appropriations for commitments 

I. EAGGF Guarantee Section 27 500 27 700 28 400 29 000 29 600 

2. Structural operations 7 790 9200 10 600 12 100 13 450 

3. Policies with multiannual allocations I 210 I 650 1 900 2 150 2 400 

4. Other policies 2 103 2 385 2 500 2 700 2 800 

of which: non-compulsory 
expenditure I 646 1 801 I 860 I 910 1970 

5. Repayments and administration 5 700 4950 4 500 4000 3 550 

of which: stock disposal I 240 1400 1400 I 400 1400 

6. Monetary reserve I 000 1000 I 000 I 000 I 000 

Total 45303 46 885 48900 50 950 52 800 

of which: 

-compulsory expenditure 33 698 32 607 32 810 32 980 33 400 

-non-compulsory expenditure II 605 14 278 16090 17 970 19400 

Appropriations for payments 

Appropriations for payments required 43 779 45300 46900 48600 50100 

of which: 

-compulsory expenditure 33 640 32 604 32 740 32 910 33 110 

- non-compulsory expenditure lO 139 12 696 14160 15 690 16990 

Appropriations for payments as % of GNP 1,12 1,14 1,15 1,16 1,17 

Own resources ceiling as %of GNP 1,15 1,17 1,18 1,19 1,20 

( 1) Interinstitutional Agreement (OJ L 185, 15.7.1998). 

I. Ceilings in initial financial perspective after technical adjustments in line with prices and GNP(') 
(EUR million &mdash: current prices) 

1988 1989 1990 1991 1992 

Ceiling (commitments) 45303 48464 52 948 57 939 63209 

Ceiling (payments) 43 779 46885 50772 55 259 59915 

(') Paragraph 9 of the Interinstitutional Agreement. 

2. Adjustments in line with conditions of implementation (I) (EUR million &mdash: current prices) 

Year of Heading 1990 1991 1992 decision 

1989 Heading 2 24 

Heading 3 4 

Heading4 9 

Total 37 

1990 Heading 2 157 250 

Heading 3 63 80 

Heading4 

Total 220 330 

1991 Heading 2 350 

Heading 3 115 

Heading 4 

Total 465 

Commitments -Total 37 220 795 

Payments -Total 19 466 758 

( 1) Paragraph I 0 of the Interinstitutional Agreement. 
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Table 8 (cont ' d) 

Changes made to the initial financial perspective (1988 to 1992) 

3. Revi sions and amendments (EUR million) 3. Revisions and amendments (cont'd) (EUR million) 

Date of 
revision Heading 1990 1991 1992 

Date of 
revision 

Heading 1990 1991 1992 

Correction for inflation: Structural Funds 90 
February Heading 2: 

1992 Correction for inflation: Structural Funds 100 
Heading4: 500 1 175 1 628 

NCE: Central and Eastern Europe 500 820 970 

NCE: Other external and internal policies 
' 

355 658 

Heading 5: 
' - 40 - 150 

Heading 3: Carryovers from 1991 - 200 

Heading4: 412 

CE: Available margin -88 

NCE: IS technical assistance 450 
Stock disposal -450 

Administration -40 300 
NCE: Tropical forests 50 

Commitments -Total 500 1225 1478 Heading 5: -312 

Payments -Total 500 1225 1478 

December Heading 2: German unification 750 1 000 
1990 Heading 3: Unused margin - 50 

Stock disposal - 381 

Repayments Spain/Portugal 30 

Administration 40 

Commitments -Total 0 
Heading 4: 665 110 

CE: German unification 10 10 
NCE: German unification 90 100 

NCE: Internal policies 35 

Payments- Total 0 

. May Heading 3: Redeployment -LO 
1992 Heading 4: Other policies 200 

NCE: Gulf crisis 530 CE: Redeployment -5 
Heading 5: 0 0 NCE: Food aid - Africa 205 

Stock disposal -220 -40 Commitments -Total 190 
Repayments Spain/Portugal 180 

Administration German unification 40 40 
Payments -Total 190 

Commitments - Total 1365 1110 
Payments - Total 1085 910 

September NCE: New Lander and certain research 
1992 programmes 550 

Commitments -Total 0 
May Heading 4: 728 
1991 

NCE: Technical assistance USSR 400 

NCE: Israel and Occupied Territories 88 

NCE: Kurdish refugees 100 

NCE: Famine in Africa 140 

Payments -Total 550 

September Heading 4: 
1992 Humanitarian and to former Yugoslavia 100 

CE - 20 

Heading 5: 0 

Stock disposal -3 
Repayments Spain/Portugal 3 

NCE 120 

Commitments -Total 100 
Payments -Total 100 

Commitments -Total 728 
Payments -Total 423 180 
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Table 9 Table 10 

Updated financial perspective (1988 to 1992) Budgets 1988 to 1992 by heading of the financial perspective 
( EUR million &mdash; current prices) (EUR million) 

Description 1988 1989 1990 1991 1992 Description 1988 1989 1990 1991 1992 

Appropriations for commitments Appropriations for commitments 

I . EAGGF, Guarantee Section 27 500 28 613 30700 33 000 35 039 I. EAGGF, Guarantee Section 27 500 26 761 26522 31 516 32095 

2. Structural operations 7 790 9 522 II 555 14 804 18 109 2. Structural operations 7 790 9 488 II 533 14 804 18 109 

3. Policies with multiannual allocations I 210 I 708 2 071 2 466 2 905 3. Policies with multiannual allocations 1 210 1 695 2 071 2 466 2 905 

4. Other policies 2 103 2 468 3 229 5 648 5 936 4. Other policies 2 103 2 415 3 220 5 602 5 936 

of which: non-compulsory expenditure I 646 1 864 2 523 4 738 5 029 of which: non-compulsory expenditure I 646 1 863 2 523 4 738 5 029 

5. Repayments and administration 5 700 5 153 4 930 4 559 3 893 5. Repayments and administration 5 700 5 066 4 862 3 982 3 863 

dof which: stock disposal I 240 1449 1 523 1 375 810 of which: stock disposal I 240 1449 I 470 810 810 

6. Monetary reserve 1000 1 000 1000 1000 I 000 6. Monetary reserve 1000 I 000 I 000 1000 I 000 

Total 45303 48464 53485 61477 66882 Total 45303 46425 49208 59370 63907 

of which: of which: 

~ compulsory expenditure 33 698 33 764 35 454 37 199 38 503 -compulsory expenditure 33 698 31 740 31 390 35 306 35 530 

~ non-compulsory expenditure II 605 14 700 18 031 24278 28 379 -non-compulsory expenditure II 605 14685 17 818 24064 28 377 

Appropriations for payments Appropriations for payments 

Appropriations for payments required 43779 46885 51291 58458 64081 Appropriations for payments required 43 779 44841 46928 56085 61097 

of which: of which: 

~ compulsory expenditure 33 640 33 745 35 372 37195 38435 -compulsory expenditure 33 640 31792 31 364 35 268 35 457 

~ non-compulsory expenditure 10139 13 140 15 919 21263 25 646 - non-compulsory expenditure 10139 13 049 15 564 20 817 25 640 

Appropriations for payments required as % of Appropriations for payments required as % of 
GNP(%) 1,08 1,06 1,08 1,13 1,19 GNP(%) 1,08 1,02 0,99 1,09 1,13 

Own resources ceiling as % of GNP (%) 1,15 1,17 1,18 1,19 1,20 Own resources ceiling as% of GNP(%) 1,15 1,17 1,18 1,19 1,20 
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Char/ 7 

General budget - Payments 1988 to 1992 as % of Community GNP 
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Table 11 

Appropriations for payments (1988 to 1992) 
(EUR million) 

1988 1989 1990 1991 1992 

% GNP Amount % GNP Amount % GNP Amount % GNP Amount % GNP Amount 

1 . GNP ceiling for own resources 1,15 44 954 1,17 51 152 1,18 55 590 1,19 6 1 440 1,20 66432 

2. Appropriations for payments required for financial perspective (FP) 1,08 43 779 1,06 46 885 1,08 51 291 1,13 58 458 1,19 64 081 

3 . . Appropriations for payments in budget 1,08 43 779 1,02 44 841 0,99 46 928 1,09 56 085 1, 13 6 1 097 

4. Outturn in payments 1,01 41022 0,92 40 757 0,93 44063 1,04 53 511 1,07 58 490 
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Table 12 

Summary of own resources by Member State from 1988 to 1992 
(EUR million ) 

1988 1989 1990 1991 1992 

Amount % Amount % Amount % Amount % Amount % 

Belgium I 833,5 4,5 I 807,2 4,1 I 763,7 4,3 2217,4 4,2 2 239,1 4,0 

Denmark 955,6 2,3 871,0 2,0 775,1 1,9 I 033,5 2,0 1034,8 1,8 

Germany II 534,9 28,2 II 110,4 25,1 10 357,5 25,0 15 394,2 29,1 16 997,5 30,2 

Greece 429,9 1,1 566,3 1,3 563,6 1,4 762,1 1,4 728,6 1,3 

Spain 2 678,1 6,6 3 575,1 8,1 3 671 ,4 8,9 4 580,2 8,7 4 828,0 8,6 

France 9 095,4 22,2 8 622,8 19,5 8 089,1 19,5 10 602,0 20,1 10 493,4 18,7 

Ireland 328,2 0,8 370,9 0,8 368,5 0,9 452,4 0,9 462,3 0,8 

Italy 5 426,7 1.3,3 7 605,9 17,2 6 097,7 14,7 8 699,8 16,5 8 279,9 14,7 

Luxembourg 81 ,6 0,2 72,8 0,2 74,5 0,2 108,8 0,2 123,5 0,2 

Netherlands 2 795,6 6,8 2 700,5 6,1 2 615,2 6,3 3 537,7 6,7 3 534,0 6,3 

Portugal 399,9 1,0 458,3 1,0 502,4 1,2 712,0 1,3 838,1 1,5 

United Kingdom 5 323,9 13,0 6 568,1 14,8 6 534,3 15,8 4 736,4 9,0 6 702,4 11 ,9 

Total (1) 40 883,3 100 44 329,3 100 41413,0 100 52 836,5 100 56 261,7 100 

( 1) The total revenue figure also includes surp luses and miscellaneous revenue (see Table 4). 
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I. Negotiation of the financial perspective for a 12-nation Community 

In early 1992 the Commission proposed a new financial perspective (the Delors II package) 

which also took account of the objectives of the Treaty on European Union even if thedirect 
budgetary implications of the new Treaty are relatively limited. To allow for the 
strictconstraints on Member States' budgets at a time when the economy was more 
depressedthan expected, the Commission felt that it ought to adjust its proposal by 
extending the period for achieving the objectives from five to seven years, ending in 1999. 
This overalproposal was very much a continuation of the 1988 reform as regards the 
Structural Funds,budgetary discipline and own resources even though certain adjustments 
were made. 

After changes had been negotiated to various aspects of the Commission's proposal, the 
European Council agreed on a financial perspective for 1993 to 1999 at its meeting in 
Edinburgh in December 1992. As proposed by the Commission, the Edinburgh European 
Council gave top priority to structural operations in the Community's most underprivileged 
regions. Particular attention was also paid to external action. The Edinburgh conclusions 
called for an increase in the resources provided for internal policies even though this 
increasewas not as high as the Commission had hoped when it set the objective of 
establishing anenvironment favourable to the competitiveness of European industry. 

Compared with the previous period, the objective of greater proportionality as regards 
resources was reinforced with a gradual reduction in the call-in rate for VAT which 
automatically increased the proportion of budget financing accounted for by the GNP-based 
resource (see 'The revenue of the European Union', page 16). 

The financial perspective comprises the following six headings, which have been 
slightlychanged in comparison with the previous period: 

- Heading I: Common agricultural policy, which now includes the accompanying 
measures,all aid for set-aside and income aid for farmers and the Guarantee Fund for 
fishery products. 

- Heading 2: Economic and social cohesion measures, which, in addition to 
StructuralFund operations and the Financial Instrument for Fisheries Guidance, covers 
the Cohesion Fund established by the Treaty on European Union. 

- Heading 3: Internal policies of a horizontal nature, including research and technological 
development and the trans-European networks. 

- Heading 4: External action- operations in specific geographical areas, expenditure on 
food aid, humanitarian aid and emergency aid and the external aspects of certain 
Community policies (fisheries, environment). 

- Heading 5: Administrative expenditure of the institutions. 

- Heading 6: Reserves. 

For the sake of continuity, the proposed breakdown is largely the same as in the financial 
perspective 1988 to 1992. Apart from various adjustments in the content of certain headings, 
the main changes concern the splitting of the old heading 4 'Other policies' into two 
separate headings - 'Internal policies' (new heading 3) and 'External action' (new 
heading 4) - the disappearance of the old heading 3 'Policies with multiannual 
allocations', research being included in the internal policies, and the extension of heading 6 
'Reserves' to include two new reserves for external policies (emergency aid and guarantee 
of loans granted to non-member countries) alongside the agricultural monetary reserve. 

The introduction of these new reserves will ensure that budget funds arc available and can 
be drawn on quickly throughout the year to meet unforeseen expenditure. They were also 
set up in view of past experience, since they should reduce the number of revisions of the 
financial perspective which were needed quite frequently in the previous period (see '1988 
to 1992: 3. Outcome of the 1988 reform', page 52). 

2. The broad outlines of the financial framework agreed in Edinburgh 

The financial perspective ( 1992 prices) drawn up for the 12-nation Community is set out in 
Table 13. 

(a) Common agricultural policy 

The increase in expenditure under the reformed agricultural policy will still be governed by 
the agricultural guideline set in 1988. Under this budgetary discipline measure, the annual 
growth in the ceiling for agricultural expenditure must not exceed 74 % of the real rate of 
growth of Community GNP. 
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(b) Economic and social cohesion 

Following on from the doubling oUhe Structural Fund appropriations between 1988 and 
1993, the Community will continue its regional and social development effort over the next 
period. Map 2 shows the regions which will be eligible for assistance from the Structural 
Funds for Objectives I, 2 and 5b in the period 1993 to 1999. Even more budgetary resources 
will be concentrated on the most underprivileged regions where per capita GNP is less than 
75 % of the Community average (Objective 1 regions). The new Linder have counted as 
Objective I regions from 1994 onwards. 

The purpose of the Cohesion Fund for countries with a per capita GNP of less than 90 % of 
the Community average - Greece, Spain, Ireland and Portugal - is to finance 
environmental or transport infrastructure projects to help the recipient countries comply 
with Community legislation or guidelines, subject to the establishment of an economic 
convergence programme by these countries. With the combined assistance of the Cohesion 
Fund and Objective 1 of the Structural Funds, the four Member States eligible for the 
Cohesion Fund will, together, receive in 1999 twice what they obtained under Objective 1 
in 1992. 

(c) Internal policies 

According to the conclusions of the European Council, expenditure on internal policies 
should increase by around 30% during this period. Research and trans-European networks 
were specially mentioned in the Edinburgh conclusions. 

Contrary to the Commission's proposals, which attached special importance to research, 
expenditure in this sector will grow in line with the rest of heading 3. As agreed at 
Edinburgh, it should still account for between a half and two thirds of the total amount for 
this heading, thus remaining by far the most important item of expenditure classified under 
the internal policies. The adoption of the fourth framework programme ( 1994 to 1998) with 
an allocation of ECU 12,3 billion (current prices) and a reserve of ECU 700 million 
confirms the renewed importance attached to Community research, placing it in the upper 
part of the bracket agreed at Edinburgh. 

The highest growth rate under internal policies is for financing the trans-European 
networks. The Community will contribute to the development of networks in the transport, 
telecommunications and energy sectors in order to promote cross-frontier links between the 

national networks. As Community finance will remain modest compared with the level of 
investment required in this sector, the Community's activities will be limited to making a 
financial contribution to certain projects of common interest in a bid to attract funding from 
other sources. 

(d) External action 

The funds provided for the Community's external action will increase by more than 40% 
over the period, a trend which is considerably reinforced by the establishment of two new 
reserves: the reserve for emergency aid and the reserve for loan guarantees. 

Although there is no predetermined breakdown of the new funds available for external 
action, special attention should be paid to the countries closest to the Community, i.e. the 
countries of Eastern Europe and the Mediterranean countries. 

3. Negotiation of the new Interinstitutional Agreement 

The conclusions of the Edinburgh European Council could not be put into effect until 
Parliament agreed to respect the various annual ceilings when exercising its powers. This 
was the purpose of the negotiations between Parliament, the Council and the Commission 
which ultimately led to the adoption of the new Interinstitutional Agreement. 

The new Agreement signed on 29 October 1993 adopts the same basic principles as the 
previous Agreement as regards management of the tinancial perspective (see 'Some 
important concepts: The financial perspective', page I 0). However, a number of 
improvements were made to improve interinstitutional cooperation and strengthen 
budgetary discipline. 

A new collaboration procedure was introduced between the institutions at two different 
stages of the budgetary procedure: 

- A trialogue meeting has to be held to discuss possible priorities for the following 
tinancial year after the technical adjustment of the financial perspective and before the 
Commission's decision on the preliminary draft budget. 

- An ad hoc conciliation procedure is introduced for compulsory expenditure in order to 
secure an agreement between the two arms of the budgetary authority. 
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The procedure consists of a trialogue meeting followed by a conciliation meeting which 
must be held, at the latest, on the day on which the Council adopts the draft budget. 
Parliament can thus inform the Council directly of its guidelines for compulsory 
expenditure, but the respective powers of the two arms of the budgetary authority are not 
affected by this procedure. 

In addition, the principle of 'negative co-decision' will apply to the three reserves. This 
means that the Commission proposal will be considered adopted if the Council and 
Parliament fail to amend it or to reject it by common agreement. 

The Agreement also lays down a number of principles to tighten budgetary discipline: 

- The principles laid down in the 1982 Declaration - no budget appropriations to be 
implemented before adoption of a legal base and no maximum amounts to be entered 
inbasic texts- must be respected and application of these principles improved. 

- The possibility of reallocating appropriations, at least within the heading concerned, 
should be considered whenever the financial perspective is revised or the reserve for 
emergency aid is drawn on. 

- When the budget is adopted, margins should be left, where possible, under the ceilings 
for each heading of the financial perspective so that additional appropriations may be 
entered if necessary without the need for any revision. 

- As far as possible, headings containing insignificant amounts should not be entered in 
the budget. 

4. Adjustment of the financial perspective with a view to enlargement 
of the European Union 

At a trialogue meeting on 29 November 1994 Parliament, the Council and the Commission 
agreed on a financial perspective for the enlarged European Union following accession 
ofAustria, Finland and Sweden in accordance with paragraph 24 of the Interinstitutional 
Agreement of 29 October 1993. The new financial framework was approved by the Council 
on 5 December 1994 and by Parliament on 13 December 1994. As a result, it was possible 
not only to retain the Interinstitutional Agreement itself but also to adopt on time the 1995 
budget for a IS-nation Union. 

The ceilings for headings I to 5 were raised for the whole of the period to cover the 
requirements resulting from enlargement of the Union: 

- common agricultural policy: the agricultural guideline was increased by 74% of the 
relative GNP of the three acceding countries; 

- structural operations: the Structural Fund allocations were increased in line with the Act 
of Accession. A new Objective 6 was created for the regions with a population density 
not exceeding eight inhabitants per km 2. The European Union budget will also cover 
the acceding countries' contribution to the EEA financial mechanism (grant of structural 
aid by the EFT A countries taking part in the Agreement on the European Economic 
Area). A new subheading has therefore been entered in the financial perspective for this 
purpose; 

- internal policies: the ceiling for heading 3 was raised by 7 %in line with the relative size 
of the acceding countries' GNP; 

- external action: the ceiling for this heading was raised by 6,3% in proportion to the 
relative population of the acceding countries; 

- administrative expenditure: the ceiling for this heading rises by an average 4,66 %over 
the period 1995 to 1999; however, there is a provision that expenditure under this 
heading will be reviewed in 1996 to take account of the financing requirements for the 
buildings of the European institutions and the staff requirements for the new Member 
States. 

A new heading 7 was also added to cover the compensation which Austria, Finland and 
Sweden would receive over the period 1995 to 1998 as part of the agricultural budget 
package. This compensation was being granted because Austria, Finland and Sweden were 
not being paid any direct per hectare aid for arable crops and beef and veal in 1995 and 
because of their outlay on agricultural support as they bring their prices into line with 
Community prices. 

The institutions also took advantage of this adjustment of the financial perspective to adapt 
it in line with specific requirements which arc not directly linked to enlargement. 
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Heading 2 (Structural operations) was increased by EUR 200 million (at 1995 prices) in 
three equal instalments between 1995 and 1997 to finance the Northern Ireland peace 
programme under the Community initiatives. 

Heading 3 (Internal policies) was increased by EUR 400 million (1994 prices), spread 
evenly over the next five years, to finance the programme for the modernization of the 
textile industry in Portugal. 

Table 14 sets out the new financial framework (1992 prices) negotiated for the enlarged 
European Union in November 1994. From I January 1995, this replaced the financial 
perspective adopted by the Edinburgh European Council in December 1992. The figures are 
updated in Table 15 (see 'Some important concepts: The financial perspective', page 10). 
The upsdated financial perspective (Table 16) fiorecasts that the margin for unforeseen 
expenditure between the ceiling for appropriations for payments and the own resources 
ceiling will be far greater than the previous figure and will now come to 0,03 % of GNP at 
the end of the period. 
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Table 13 

Initial financial perspective (1993 to 1999) (EUR 12) ( 1) 

( EUR million - currenl prices) 

1993 1994 1995 1996 1997 1998 1999 

Commitment appropriations 

I. Common agricultural policy 35 230 35 095 35 722 36 364 37 023 37 697 38 389 

2. Structural Funds 21 277 21 885 23 480 24990 26 526 28 240 30000 

2.1. Structural Funds 19 777 20135 21480 22 740 24 026 25690 27 400 

2.2. Cohesion Fund 1 500 1 750 2000 2 250 2 500 2 550 2 600 

3. Internal policies 3 940 4 084 4 323 4 520 4 710 4 910 5 100 

4. External action 3 950 4000 4280 4 560 4 830 5 180 5 600 

5. Administrative expenditure 3 280 3 380 3 580 3 690 3 800 3 850 3 900 

6. Reserves 1500 1500 I 100 I 100 1 100 1 100 1 100 

Monetary reserve 1000 1000 500 500 500 500 500 

External action: 

-loan guarantees 300 300 300 300 300 300 300 

- emergency aid 200 200 300 300 300 300 300 

Commitment appropriations - Total 69177 69944 72485 75 224 77 989 80977 84089 

Payment appropriations - Total 65908 67036 69150 71290 74 491 77249 80114 

Total payment appropriations (% of GNP) 1,20 1, 19 1,20 1,21 1,23 1,25 1,26 

Margin (% of GNP) 0,00 0,01 O,Ql O,Ql 0,01 0,01 O,Ql 

Own resources ceiling (% of GNP) 1,20 1,20 1,21 1,22 1,24 1,26 1,27 

( 1) In teri nstitutional Agreement (OJ C 33 1, 7. 12.1993). 
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Table 14 

Initial financial perspective for the enlarged Union (EUR 15) (1995 to 1999) (I) 
( EUR million- current prices) 

1995 1996 1997 1998 1999 

Commitment appropriations 

1. Common agricultural policy 35 354 37 245 37 922 38 616 39 327 

2. Structural operations 24477 26 026 27 588 29 268 30945 

2.1. Structural Funds 22 369 23 668 24 980 26 610 28 345 

2.2. Cohesion Fund 2000 2 250 2 500 2 550 2 600 

2.3. EEA financial mechanism 108 108 108 108 0 

3. Internal policies 4 702 4914 5 117 5 331 5 534 

4. External action 4549 4 847 5134 5 507 5 953 

5. Administration 3 738 3 859 3 974 4033 4093 

6. Reserves I 100 1 100 1 100 I 100 1 100 

Monetary reserve 500 500 500 500 500 

Guarantee reserve 300 300 300 300 300 

Emergency aid reserve 300 300 300 300 300 

7. Compensation 1 547 701 212 99 0 

Commitment appropriations - Total 75467 78692 81047 83954 86952 

Payments appropriations - Total 72020 74605 77 372 80037 82778 

Appropriations for payments as % of GNP 1,21 1,21 1,22 1,22 1,24 

Margin as % of GNP 0,00 0,01 0,02 0,03 O,Q3 

Own resources ceiling as % of GNP 1,21 1,22 1,24 1,26 1,27 

(I) OJ c 395, 31.12.1994, p. I. 
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Table 15 

Changes made to the initial financial perspective (1993 to 1999) 

I. Ceilings in initial financial perspective after technical adjustments in line with prices and GNP (1) 

EUR I2 

1993 1994 1995 

Cei ling (commitments) 72021 73 311 80943 

CeiJjng (payments) 68611 70232 77229 

2. Adjustments in line with conditions of implementation (2) 

EUR 12 
Year of decision Heading 

1993 1994 1995 

April Heading 2: Structural Funds transfer (CA) 
1995 Adjustment payments (PA) 

April Heading 2: -Structural Funds transfer (CA) 
1996 - Cohesion Fund transfer (CA) 

Ceiling (payments) 

April Heading 2: - Structural Funds transfer (CA) 
1997 - Cohesion Fund transfer (CA) 

Ceiling (payments) 

April Heading 2:- Structural Funds transfer (CA) 
1998 - Cohesion Fund transfer (CA) 

Ceiling (payments) 

Commitments - Total 

Payments -Total 

3. Revisions and amendments (3) 

EURI2 
Date of revision Heading 

1993 1994 1995 

March Heading 3: Restimulate economic activity 45 
1994 Heading 4: Middle East peace process 75 

Heading 5: Depreciation of ecu against Belgian franc 55 

Commitments -Total 175 

Payments - Total 120 

EUR 15 

1996 1997 

86604 90229 

82223 85 807 

EUR 15 

1996 1997 

869 869 
935 696 

380 
l1 

186 

869 1260 

935 882 

EURI5 

1996 1997 

( 1) Paragraph 9 of the Interinstitutional Agree ment. (2) Paragraph I 0 of the Interinstitutional Agreement. (3) Paragraphs II to 13 of the Interinstitutional Agree ment. 
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( EUR million - current prices) 

1998 1999 

94744 100112 

90 581 95275 

( EUR million - currelll prices) 

1998 1999 

434 173 

I 000 693 

633 632 

- 500 I 045 
17 

- 300 300 

1 433 
101 
300 

500 3289 

767 1405 

( EUR million - current prices) 

1998 1999 
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Table /6 

Updated financial perspective (1993 to 1999) 
( EUR million- current prices) 

EUR 12 EUR 15 

Current prices Current prices 

1993 1994 1995 1996 1997 1998 1999 

Commitment appropriations 

I . Common agricultural policy 36 657 36 465 37 944 40 828 41 805 43 263 45 205 

2. Structural operations 22 192 23 176 26 329 29 131 31 477 33 461 39 025 

2.1 . Structural Funds 20627 21 323 24069 26 579 28 620 30 482 35 902 

2.2. Cohesion Fund I 565 I 853 2 152 2444 2 749 2 871 3 118 

2.3. EEA financial mechanism 108 108 108 108 5 

3. Internal policies 4 109 4 370 5 060 5 337 5 603 6 003 6 386 

4. External action 4 120 4311 4 895 5 264 5 622 6201 6 870 

5. Administrative expenditure 3 421 3 634 4022 4 191 4 352 4 541 4723 

6. Reserves 1 522 1 530 I 146 I 152 I 158 I 176 I 192 

Monetary reserve 1000 1 000 500 500 500 500 500 

Guarantee reserve 313 318 323 326 329 338 346 

Emergency aid reserve 209 212 323 326 329 338 346 

7. Compensation I 547 701 212 99 0 

Commitment appropriations -Total 72021 73486 80943 86604 90229 94744 103 401 

Payments appropriations -Total 68 611 70352 77 229 82223 85807 90 581 96680 

Total payment appropriations (% of GNP) 1,20 1,20 1,20 1,20 1,22 1,23 1,24 

Margin (%of GNP) 0,00 0,00 0,01 0,02 0,02 0,03 0,03 

Own resources ceiling(% of GNP) 1,20 1,20 1,21 1,22 1,24 1,26 1,27 
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Chart 8 

Updated financial perspective (1993 to 1999) 

(euro million) 
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Table 17 

Comparison between financial perspective, budget and outturn from 1993 to 1999 

1993 

Financial -
Budget 

perspective 

36 657 

22 192 

20627 

1 565 

4109 

4120 

3 421 

1 522 

1000 

313 

209 

72021 

68611 

35 352 

22 192 

20 627 

1 565 

4 108 

4 115 

3 417 

1 224 

1000 

15 

209 

70408 

66858 

Outtum 

35 032 

22 178 

20614 

1 565 

4066 

4294 

3 365 

14 

0 

14 

0 

68950 

64783 

Financial 
perspective 

36465 

23 176 

21 323 

I 853 

4 370 

4 311 

3 634 

1 530 

1 000 

318 

212 

73486 

70352 

1994 

Budget 

34 787 

23 176 

21 323 

I 853 

4 365 

4 297 

3 634 

1 530 

1 000 

318 

212 

71789 

68355 

Outtum 

32 970 

21430 

19 577 

I 853 

4 339 

4483 

3 581 

294 

0 

294 

0 

67098 

59 273 

Financial 
perspective 

37 944 

26 329 

24 069 

2 152 

108 

5 060 

4 895 

4 022 

I 146 

500 

323 

323 

I 547 

80943 

77 229 

1995 

Budget 

36 894 

26 329 

24069 

2 152 

108 

5 055 

4 873 

3 999 

I 146 

500 

323 

323 

I 547 

79843 

75 438 

Outtuin 

34 503 

24243 

22 001 

2152 

90 

5 018 

5 061 

3 924 

251 

0 

251 

0 

I 547 

74546 

66547 

Financial­
perspective 

40 828 

29131 

26 579 

2444 

108 

5 337 

5 264-

4 191 

I 152 

500 

326 

326 

701 

86604 

82223 

1996 

40 828 

29 131 

26 579 

2444 

108 

5 321 

? 264 

4184' 

500 

326 

326 

701 

.86 580 

(I) The outtum includes EUR 209 million transferred from the emergency aid reserve in 1993, EUR 212 million transferred in 1994, EUR 235,5 million transferred in 1995 and EUR 326 million transferred in 1996. 

(EUR million) 

39 360• 

28614 

26083 

2444 

87~:-

521.~-

'_5524\.' 

41,08 

235 c 

,-o ·: 
235~ 

0 

701 

83769 
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Table 17 (cont'd) 

Comparison between financial perspective, budget and outturn from 1993 to 1999 

. ~· .. ·~· , app_ropriations 
- -.~.0~- ;2~(>:--._ ·-

l. C(JII1{non ·agricultural policy 
'--~-

2. · StiUctunil operations 
= -- -"1,- -__ , -

2.1: Structural Funds 

2.2.~·~phesion Fund 

.23~'{EEA financial mechanism 

. 6~ . R~~~;ye~., 
Mdpetill)' reserve 

Quarantee reserve 

Emergency aid reserve 

7. Compensation 

'.Payments 

31 477 

28 620 

2 749 

108 

5 603 

4 352 

1 158 

500 

329 

329 

212 

90229 

. 85 807 

40 805 

31477 

28 620 

2 749 

108 

5·601' 
~ _,,.' 

1 158 

500 

329 

329 

212 

89137 

43 263 

33 461 

30482 

2 871 

108 

6003 

1176 

500 

338 

338 

99 

94744 

c 90 581 

39 937 

33 461 

30482 

2 871 

108 

5 756 

4 503 

I 176 

500 

338 

338 

99 

90663 

83529 

r 

272 

0 

99 

88665' 

3 118 

5 

·1 192 

500 

346 

346 

103 401 

96680 

40440 

39 025 

35 902 

3 118 

5 

4 502 

1 192 

500 

346 

346 

96929 

85 558 

(EUR million) 

( 1) The outturn includes EUR 209 million transferred from the emergency aid reserve in 1993, EUR 212 million transferred in 1994, EUR 235,5 million transferred in 1995 andEUR 326 
million transferred in 1996. 
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Chart 9 

Comparison between financial perspective, budget and outturn (1993 to 1999) 

(Commitments) 

1999 

D Financial perspective Ill Budget D Outtum 

EUR 12 EURL5 

1994 1995 1996 1997 1998 

72 021 Financial perspective 73 486 Financial perspective 80 943 Financial perspective 86604 Financial perspective 90 229 Financial perspective 

70408 Budget 71789 Budget 79 843 Budget 86 580 Budget 89137 Budget 

68 950 Out-tum 67 098 Out-tum 74 546 Out-tum 83 760 Out-tum 86448 Out-turnn 

(EUR million) 

1999 

94 744 Financial perspective 103 401 

90663 Budget 96 929 

88 665 Out-turn -
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Table 18 

Summary of own resources by Member State from 1993 to 1999 (1) 
(EUR million) 

Out-tum 1993 Out-turn 1994 Out-tum 1995 Out-tum 1996 Out-turn 1997 Out-turn 1998 Budget 1999 

Amount % Amount % Amount % Amount o/o Amount o/o Amount o/o Amount o/o 

Belgium 2 394,9 3,7 2 822,1 4,4 2 680,1 4,0 2 750,9 3,9 2 971 ,4 3,9 3 130,9 3,8 3 249,7 3,9 

Denmark 1 206,5 1,9 1 296,2 2,0 I 295 ,4 1,9 l 368,7 1,9 1 505,8 2,0 1 694,7 2,1 I 705,6 2,0 

Germany 19 076,4 29,8 21 366,3 33,3 21 324,1 31 ,4 20 742,7 29,2 21 217,3 28,2 20 633,0 25,1 22 024,9 26,4 

Greece 1 011 ,2 1,6 992,3 1,5 985 ,2 1,5 1 105,9 1,6 1 178,4 1,6 1 310,3 1,6 1 265 ,8 1,5 

Spain 5 192,6 8,1 4 718,1 7,4 3 645 ,2 5,4 4 547, 1 6,4 5 367,6 7, 1 5 752,4 7,0 5 766,9 6,9 

France 11 545,5 18,0 12 550,9 19,6 11 876,8 17,5 12 423,2 17,5 13 185,9 17,5 13 584,3 16,5 14 339,7 17,2 

Ireland 567,4 0,9 638,9 1,0 664,8 1,0 681 ,6 1,0 687,0 0,9 984,7 1,2 842,7 1,0 

Italy 10 265,0 16,0 7 759,5 12,1 6 413 ,7 9,5 9 003,0 12,7 8 667,1 11 ,5 10 581,4 12,9 10 836,5 13,0 

Luxembourg 167,0 0,3 165,4 0,3 167,6 0,2 160,7 0,2 170,7 0,2 216,7 0,3 185,1 0,2 

Netherlands 4 030,6 6,3 4 245,9 6,6 4 349,6 6,4 4 435,5 6,2 4 837,6 6,4 5 104,5 6,2 5 055,8 6,1 

Austria 1762,9 2,6 1 874,0 2,6 2 110,4 2,8 2 085,8 2,5 2 225 ,0 2,7 

Portugal 909,4 1,4 I 215,6 1,9 864,9 1,3 851 ,9 1,2 I 077,8 1,4 I 104,6 1,3 I 144,2 1,4 

Finland 887,4 1,3 964,0 1,4 1 061,9 1,4 1 145,8 1,4 l 163,1 1,4 

Sweden 1 658,3 2,4 1 968,2 2,8 2 326,0 3,1 2 382,7 2,9 2 427,7 2,9 

United Kingdom 7 626,6 11,9 6 417 ,4 10,0 9 251 ,6 13,6 8 218,1 11 ,6 8 928,1 11,9 12 537,2 15,2 II 216,5 13,4 

Total (1) 63 993,2 100,0 64188,8 100,0 67 827,6 100,0 71095,6 100,0 75 293,0 100,0 82 249,2 100,0 83449,2 100,0 

(') The total revenue figure also includes surpluses and miscellaneous revenue (see Table 4). 
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1999 budget 

Following Parliament's second reading, the President of Parliament declared the 1999 
budget finally adopted on 17 December 1998. 

This is the first budget to be expressed in euros. It totals EUR 96 929 million in commitment 
appropriations and EUR 85 558 million in payment appropriations, up by 6.91 % on the 
1998 budget in commitment appropriations and 2.43% in payment appropriations. 
Substantial margins are left beneath the financial perspective ceilings, as was the case in 
1998: EUR 6 472 million in commitment appropriations and EUR 11 122 million in 
payment appropriations. The total payment appropriations represent 1.10% of GNP 
(compared with the 1998 figure of 1.13% and the own resources ceiling of 1.26% of GNP). 

It is once again a budget which testifies to the rigorous approach of the two arms of the 
budgetary authority. But it is also the last budget to be covered by the Edinburgh financial 
perspective, marking the end of the Delors II package and the transition to Agenda 2000. 

The appropriations for agricultural expenditure total EUR 40 440 million, the amount 
proposed by the Commission in its preliminary draft, but with requirements updated as 
shown in the letter of amendment presented after Parliament's first reading: increases of 
EUR 513 million were offset by an equivalent volume of targeted reductions (affecting 
arable crops). It was also decided to enter an item for food aid to Russia, to place in reserve 
EUR 20 million for agri-environmental measures in return for an equivalent reduction in 
Item B 1-1014 (Depreciation of stocks), and to place in reserve a total of EUR 80 million for 
Items B1-1501 (Compensation for withdrawals and buying in), B1-1502 (Operational fund 
for producer organisations) and B 1-2002 (Refunds on cheese). The margin in relation to the 
guideline is EUR 4 765 million. 

Planned expenditure on structural operations comes to EUR 39 025 million for 
commitments and EUR 30 450 million for payments, a cut of EUR 500 million in relation 
to the preliminary draft. The allocations for the Structural Funds total EUR 35 902 million 
in commitment appropriations, corresponding to the amounts agreed at Edinburgh as 
adjusted for enlargement. The PEACE initiative for Northern Ireland is allocated EUR 
100 million by means of redeployment of appropriations from Community initiatives on the 
basis of outturn figures which, as well as covering the financing of PEACE, allow <jdditional 
funds to be made available for RECHAR II (around EUR 28 million) and RESIDER II 
(EUR 25 million), to make up for the fact that the Council refused Parliament's proposal that 
EUR 60 million be taken from the ECSC, and REGIS I (EUR 20 million). 

Total appropriations for internal policies are EUR 5 862 for commitments, an increase of 
1.8% on the 1998 budget and EUR 5 021 million for payments (an increase of 1.53% ). The 
margin beneath the heading for the ceiling is EUR 524 million in commitment 
appropriations. 

The appropriations allocated to research stand at EUR 3 450, reflecting the political 
agreement on the amounts for the fifth Framework Programme reached at the conciliation 
meeting on 17 November. The trans-European networks are the other major item under the 
heading with EUR 585 million (up by 4.5% on 1998). 

Among the other policies, in particular the major multiannual programmes, the 
appropriations for Socrates, Youth for Europe and Raphael exceed the privileged amounts. 
In culture and education, the main feature is the creation of a new initiative, CONNECT, 
with EUR 15 million for commitments and EUR 8 million for payments; its purpose is to 
strengthen the integration of cultural programmes with an eye to a new "Europe of 
knowledge" plan and to finance pilot projects for linking innovations in this area. The 1999 
budget will also allow the Ariane and Kaleidoscope programmes to continue. 

Application of the recent agreement on legal bases has resulted in token entries (p.m.) being 
made for many items which do not have a legal basis, although in some cases appropriations 
are placed in reserve. 

The allocations for external action total EUR 5 908 million, an increase of 3.1 %on the 
1998 budget, leaving a margin of EUR 962 million beneath the ceiling for the heading. The 
total for payments is EUR 3 952 million, a very significant 9.13% cut in relation to the 1998 
budget. 

The top priority for 1999 is to focus on cooperation with the countries of central and eastern 
Europe under the new guidelines for the pre-accession strategy. The PHARE programme 
also has its allocation increased by over 28% in commitment appropriations in relation to 
the 1998 budget, subject to large-scale redeployment within the overall allocation. By 
contrast, the Commission's proposals for cooperation with Mediterranean non-member 
countries and with the new independent states and Mongolia were not accepted (the 
amounts proposed in the preliminary draft were cut by EUR 49 million and EUR 10 million 
respectively). The appropriations usually entered in reserve for financial cooperation with 
Turkey were deleted this year. The allocations for food aid and humanitarian assistance 
should allow the Community to continue providing relief in much the same way as in 1998. 
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But there have also been some drastic cuts in the 1999 budget in comparison with the 1998 
budget in terms of payment appropriations: they amount to 12% for cooperation with 
Mediterranean non-member countries, 21% for cooperation with the countries of central 
and eastern Europe, 19% for cooperation with the new independent States and Mongolia, 
12% for cooperation with former Yugoslavia and 21% for the external aspects of certain 
Community policies. 

The appropriations for administrative expenditure total EUR 4 502 million, 0.04% down on 
the 1998 budget. Of this total, EUR I 579 mi Ilion is for the other institutions (down by 
4.9%) and EUR 2 425 million for the Commission (excluding pensions), an increase of 
2.04%, the pensions for all the institutions rising by 6.6%. 
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7. Compensation 

Total payment appropriations (% of GNP) 
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1999 budget 

Table 19 

Comparison between 1997 budget, 1999 financial perspective and 1999 budget 

1998 Budget 1999 FP 

(!) (2) 

39 937 45 205 

33.461 39 025 

-,; 30482 35 902 

2 ~71 3 118 

: . 108 5 

5 756 6 386 

5.731 6 870 

4 503 4 723 

I 176 I 192 

500 500 

338 346 

338 346 

99 0 0 

Commitment appropriations --,Total' 90663 103 401 96929 

Payments appropriations - Total 83529 96680 85 558 

1,13 1,24 1,10 

0,13 O,D3 0,17 

1,26 1,27 1,27 

79 

( EUR million) 

0 

6;9 6472 

2,4 11122 



80 The community budget: The facts in figures 

Table 20 

The 1999 budget by subsection 
(EUR million) 

1999 Budget 

Change on 1998 budget(%) Change on 1998 budget (amount) 

Commitments Payments 

Amount % Amount % Commitments Payments Commitments Payments 

Commission (Section Ill) 

B I - EAGGF Guarantee Section 40940,0 42,2 40940,0 47,9 1,2 1,2 503,0 503,0 

B2 - Structural operations, structural and cohesion expenditure, 39 260,0 40,5 30658,5 35,8 16,5 6,8 5568,9 I 946,0 
financial mechanism, other agricultural and regional operations, 
transport and fisheries 

B3- Training, youth, culture, audiovisual media, information, the 812,0 0,8 741,0 0,9 4,5 2,1 35,2 15,5 
social dimension and employment 

B4- Energy, Euratom nuclear safeguards and environment 235,4 0,2 198,4 0,2 24,2 8,9 45,9 16,2 

B5 -Consumer protection, internal market, industry and 1129,1 1,2 883,1 1,0 4,8 11,0 52,0 87,5 
trans-European networks 

B6 -Research and technological development 3450,0 3,6 2990,2 3,5 (1,2) (1,9) (41,0) -57,4 

B7- External action 6223,8 6,4 4275,3 5,0 3,2 (8,4) 195,0 -391,6 

B8 -Common foreign and security policy 30,0 0,0 23,0 0,0 0,0 13,3 0,0 2,7 

BO- Guarantees, reserves and compensation 346,0 0,4 346,0 0,4 (20,8) (20,8) (91 ,0) -91,0 

Operating appropriations (Section Ill/B) -Total 92426,4 95,4 81055,4 94,7 7,3 2,6 6268,1 2 030,9 

Administrative appropriations (Section III/A)- Total 2923,0 3,0 2923,0 3,4 2,8 2,8 78,7 78,7 

Commission (Section III) - Total 95349,4 98,4 83978,4 98,2 7,1 2,6 6346,7 2109,5 

Other institutions (Sections I, II, IV, V and VI) 1579,3 1,6 1579,3 1,8 (4,9) (4,9) (81,0) -81,0 

Grand total 96928,7 100,0 85557,7 100,0 6,9 2,4 6265,8 2 028,6 



B 1 - EAGGF Guarantee Section: 42,2% 

1999 budget 

Chart 10 

The 1999 budget by subsection 

(Commitments) 
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Chart 11 

Change in the 1999 budget over the 1998 budget by subsection 
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Table 21 

The 1999 budget- EAGGF Guarantee Section (Subsection Bl) 
(EUR million) 

1999 Budget 

Change on 1998 budget(%) 

Amount % 

81-1- Dried fodder and grain legumes 27 022,0 66,0 3,3 

-Arable crops 17 831,0 43,6 3,3 

-Sugar I 937,0 4,7 15,7 

- Olive oil 2 251,0 5,5 (0,2) 

- Dried fodder and dried vegetables 388,0 0,9 3,7 

-Fibre plants and silkworms 968,0 2,4 11 ,3 

- Fruit and vegetables 1 701,0 4,2 (4,8) 

-Products of the vine-growing sector 661 ,0 1,6 (18,0) 

-Tobacco 980,0 2,4 10,7 

-Other 305,0 0,7 20,6 

B1-2- Animal products 9 706,0 23,7 (6,8) 

-Milk and milk products 2621 ,0 6,4 (9,8) 

-Beef/veal 4 916,0 12,0 (13,3) 

- Sheepmeat and goatmeat 1 755,0 4,3 24,2 

- Pigmeat, eggs and poultrymeat 365,0 0,9 (5,2) 

- Other animal products aid measures 29,0 0,1 93,3 

-European Fisheries Guarantee Fund 20,0 0,0 (27,3) 

B1-3- Ancillary expenditure 1095,0 2,7 (21,8) 

B1-5 -Accompanying measures 2 617,0 6,4 33,5 

B1-6- Monetary reserve 500,0 1,2 0,0 

Subsection B1 -Total 40940,0 100,0 1,2 



84 The community budget: The facts in figures 

Chart 12 

Breakdown of Subsection Bl: EAGGF Guarantee Section 1999 
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Table 22 

The 1999 budget - Structural operations, structural and cohesion expenditure, financial mechanism, 
other agricultural and regional operations, transport and fisheries (Subsection B2) 
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Chart 13 

Breakdown of Subsection 82: Structural operations, structural and cohesion expenditure, 
financial mechanism, other agricultural and regional operations, transport and fisheries 1999 
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Chart 14 

Breakdown of Subsection 82 : Structural operations, structural and cohesion expenditure, financial 
mechanism, other agricultural and regional operations, transport and fisheries 1999 
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Table 23 

The 1999 budget- Training, youth, culture, audiovisual media, 
information and other social operations (Subsection B3) 

(EUR million) 

1999 Budget Change on 1998 budget(%) 

Commitments Payments Commitments Payements 

B3-1 - Education, vocational training 441,7 391 ,3 7,6 6,1 
and youth policy 

B3-2- Culture and audiovisual media 106,7 96,0 2,4 -15,6 

B3-3- Information and 107,6 115,0 4,9 16,3 
communication 

B3-4 - Social dimension and - 2,2 
employment 156,0 138,7 -3,7 

Subsection B3 -Total 812,0 741,0 4,5 2,1 

Table 24 

The 1999 budget- Energy, Euratom nuclear 
safeguards and environment (Subsection B4) 

(EUR million) 

1999 Budget Change on 1998 budget(%) 

Commitments Payments Commitments Payments 

B4-1 - Energy 40,6 35,9 23,0 -2,5 

B4-2 - Euratom nuclear safeguards 16,4 15,7 2,5 - 7,6 

B4-3 - Environment 178,5 146,9 27,0 14,3 

Subsection B4 -Total 235,4 198,4 24,2 8,9 

Table 25 

The 1999 budget- Consumer protection, internal market, 
industry and trans-European networks (Subsection BS) 

(EUR million) 

1999 Budget Change on 1998 
1998 Budget budget(%) 

Commitments Payments Commitments Payments Commitments Payments 

B5-1 - Consumer policy and 23,9 19,5 14,3 (8, I) 20,9 21,2 
consumer health 
protection 

B5-2- Aid for 2,2 2,2 (24,9) (24,9) 3,0 3,0 
reconstruction 

B5-3 - Internal market 152,2 130,5 (3,2) (12,7) 157,3 149,5 

B5-4 - Industry 92,0 94,0 9,4 22,0 84,1 77,0 

B5-5 -Labour market and 209,3 135,0 9,6 35,0 191,0 100,0 
technological 
innovation 

B5-6 - Statistical 
information 30,7 27,4 3,1 (5,5) 29,8 29,0 

B5-7- Trans-European 
networks 585,2 452,2 4,5 16,3 559,9 388,8 

B5-8 - Cooperation in the 27,0 16,0 4,9 (26,4) 25,8 21 ,8 
fields of justice and 
home affairs 

B5-9 - Measures to combat 6,6 6,4 22,2 18,5 5,4 5,4 
fraud and support 
expenditure for 
internal policies 

Subsection B5 - Total 1129,1 883,1 4,8 11,0 1077,1 795,6 
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Table 26 

The 1999 budget- Research and technological development (Subsection B6) 
( EUR million) 

1999 Budget Change on 1998 budget (%) 

Commitments Payments Commitments Payments 

B6-l -Joint Research Centre- staff and resources 210,7 213,9 1,6 5,1 

B6-2- Joint Research Centre- direct operating appropriations- scientific and technical support for Community 38,8 14,5 
policies - EC framework programme 1998 to 2000 

B6-3- Joint Research Centre- direct operating appropriations- EAEC framework programme ( 1998 to 2002) 11,3 5,0 

B6-4- Joint Research Centre- direct action- completion of the former joint and supplementary programmes and p.m. 28,8 (100,0) (36,5) 
other Joint Research Centre activities 

B6-S -Indirect action (shared-cost projects) and concerted action- completion of earlier projects and other activities p.m. 2000,0 (100,0) (28,5) 

B6-6 -Indirect action- (shared-cost projects) and concerted action- fifth framework programme (1999 to 2002) 3189,2 727,9 

Subsection B6 -Total 3450,0 2990,2 (1,2) (1,9) 
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Chart 15 

Subsections B3 to B6 - Comparison between 1998 and 1999 budgets 
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Table 27 
Table 28 

The 1999 budget- External action (Subsection B7) 
(EUR million) The 1999 budget- Common foreign and security policy (Subsection B8) 

(EUR million) 

1999 Budget Change on 1998 budget (%) 

1999 Budget Change on 1998 budget(%) 

Commitments Payments Commitments Payments 

Commitments Payments Commitments Payments 
B7-l - European Development Fund p.m. p.m. 

87-2 - Humanitarian and food aid 835,9 710,9 -2,3 1,2 
B8-0 - Common foreign and security 30,0 23,0 0,0 13,3 

policy 

87-3- Cooperation with developing 880,1 544,9 1,4 - 1,2 
countries in Asia, Latin America Subsection 88 -Total 30,0 23,0 0,0 13,3 

and southern Africa,including 
South Africa 

87-4- Cooperation with 1 094,0 548,2 -4,8 -12,0 Table 29 
Mediterranean countries and 
the Middle East The 1998 budget- Guarantees, reserves (Subsection BO) 

(EUR million) 

87-5 - Cooperation with countries of 2 215,0 1 379,4 12,7 - 18,1 
Central and Eastern Europe 1999 Budget Change on 1997 budget (%) 
and the new independent 
States and Mongolia 

Commitments Payments Commitments Payments 
B7-6- Other cooperation measures 359,7 292,9 -3,8 2,0 

B7-7- European initiative for 98,0 77, 1 0,6 1,7 
democracy and human rights 

B0-2- Guarantees for borrowing and 346,0 346,0 2,4 2,4 
lending operations 

87-8 - External aspects of certain 395,2 376,0 3,0 -7,5 
Community policies 

B0-3 - Deficit carried over from 
previous year p.m. p.m. 

87-9 - Reserve 346,0 346,0 2,4 2,4 B0-4 - Reserves and provisions p.m. p.m. 

Subsection 87 -Total 6223,8 4275,3 3,2 -8,4 
B0-5- Budgetary compensation for - - -100,0 -100,0 

Austria, Finland and Sweden 

Subsection 80 -Total 346,0 346,0 - 20,8 -20,8 
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Chart 16 

Breakdown of Subsections B7 and B8: external action and common foreign and security policy 1999 
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Table 30 Table 31 

The 1999 budget- Commission administrative expenditure (Section III/A) The 1999 budget- Administrative expenditure of all the institutions 

(EUR million) (EUR million) 

Budget 1999 Change on 1997 budget 
(%) 

1998 budget Commitments 
payments 

Change on 1997 
budge (%) 

A-1 - Expenditure relating to persons working I 760,8 2,8 Amount % 
with the institution 

A-2- Buildings, equipment and miscellaneous 312,6 -2,1 Parliament 927,3 20,6 -12,6 
operating expenditure 

Council 336,7 7,5 5,1 
A-3- Expenditure resulting from special 256,7 2,9 

functions canied out by the institution Commission 2 266,7 50,3 1,9 

A-4- Interinstitutional cooperation, 73,9 -0,9 Common expenditure 656,3 14,6 6,0 

interinstitutional departments and 
activities Pensions (A-19) 497,6 11 ,1 6,6 

European Schools (A-3 2 7) 103,5 2,3 5,1 
A-5- Data processing 93,9 0,0 Publications Office (A-3 4 2) 55,2 1,2 2,2 

A-6- Staff and administrative expenditure of 213,9 5,6 Court of Justice 121,7 2,7 1,3 
European Community delegations 

Court of Auditors 66,0 1,5 11 ,7 
A-7- Decentralised expenditure on support staff 211 ,I 9,7 

and administration Economic and Social Committee and 127,6 2,8 27,8 
Committee of the Regions 

A-10- Other expenditure p.m. p.m. 
Total 4 502,3 100,0 -0,1 

Part A -Total 2 923,0 2,8 



94 

Personnel 
28 % 

Court of Justice 
3 % 

Parliament 
2 1 % 

The community budget: The facts in figures 

Chart 17 

Administrative expenditure of all the institutions - 1999 
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Agricultural Customs 
duties Duties 

Belgium 153,9 974,7 
Denmark 35,9 251,5 

:Germany 443,7 2 772,5 
,Greece 22,8 138,6 
Spain 68,2 641,3 
France 335,3 1 211,6 
Ireland 16,7 198,3 
Italy 227,2 978,5 

Table 33 

1999 budget 

Table 32 

Summary of the financing of expenditure from the 1999 general budget 

VAT 

945,4 
638,0 

8 879,1 
545,1 

2 444,4 
6117,6 

309,9 
4 149;6 

3 249,7 
1705,6 

22 024,9 
I 265,8 

·: 5766,9 
14 339,7 

< 842,7 
< 10836,5 

Luxembourg 
Netherlands 
Austria 
Portugal 
Finland 
Sweden 
United Kingdom 
Other 

Total 

Agricultural 
duties 

0,3 
216,0 

50,2 
38,2 
13,6 
47,1 

252,2 

1 921,1 

Customs· 
Duties· 

19,6 
I 373,3 

222,9 
129,5 
115,2 
334,4 

2 532,0 

11893,9 

\ 

Table 34 

83,7 
1 780,0 

989,5 
< 494,5 

965,9 } c:\'·T~~~:j 
1699 o;: .'; 6:67334 

{-! '•_ . ."~: :f-~~:~o-; ~o'--,: ---"''<c 
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(EUR million) 

Total 

185,1 
5 055,8 
2 225,0 
1 144,2 
1 163, I 
2 427,7 

11 216,5 
2108,6 

85 557,7 

Summary of the financing of expenditure from the 1999 general budget Summary of the financing of expenditure from the 1999 general budget 
(o/o) (o/o) 

;·:: ; 

< .·.~~~~~22~{ ;;;::?·: 
Agricultural Customs ;;o < 

< < ' VAT }'··'·;? Tl)tal 
< dutiescole Duties 

Agricultural Customs ·Total 
Duties duties 

< < -·-.'·.;;- ·-"=-::-;"'! ~--- "- « 

,., 

Belgium 8,0 8,2 3,1 3,0 3,8 Belgium 4,7 30,0 29,1 36,2· 100,0 
Denmark 1,9 2,1 2,1 2,0 2,0 Denmark 2,1 14,7 37,4 45,7 100,0 
Germany 23,1 23,3 29,2 25,3 25,7 Germany 2,0 12,6 40,3 45,1 100,0 
Greece 1,2 1,2 1,8 1,4 1,5 Greece 1,8 10,9 43,1 44,2 100,0 
Spain 3,6 5,4 8,0 6,7 6,7 
France 17,5 10,2 20,1 17,0 16,8 
Ireland 0,9 1,7 1,0 0,8 1,0 
Italy 11,8 8,2 13,7 14,0 12,7 
Luxembourg 0,0 0,2 0,3 0,2 0,2 
Netherlands 11,2 11,5 5,6 4,5 5,9 
Austria 2,6 1,9 3,2 2,5 2,6 
Portugal 2,0 I, l 1,6 1,3 1,3 
Finland 0,7 1,0 1,5 1,4 1,4 
Sweden 2,5 2,8 3,2 2,8 2,8 

Spain 1,2 II, I 42,4 45,3 100,0 
France 2,3 8,4 42,7 46,6 100,0 
Ireland 2,0 23,5 36,8 37;7 100,0 
Italy 2,1 9,0 38,3 50,6 100,0 
Luxembourg 0,1 10,6 44,1 45,2 100,0 
Netherlands 4,3 27,2 33,4 35,2 100,0 
Austria 2,3 10,0 43,3 44,5 100,0 
Portugal 3,3 11,3 42,1 43,2 100,0 
Finland 1,2 9,9 40,2 48,7 100,0 

United Kingdom 13,1 21,3 5,6 17,2 13,1 Sweden 1,9 13,8 39,8 44,5 100,0 
Other 2,5 United Kingdom 2,2 22,6 15,1 60,0 100,0 

; 

Total 100,0 100,0 100,0 100,0 100,0 Total 2,2 13,9 35,5 < 45,9 2,5 100,0 
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Chart 18 

Financing of expenditure from the 1998 general budget by Member State 

Denmark 2,0 % 
Belgium 3,8 % Germany 25,7 % 
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--~ -----------------/------------- --------------- --1'----+--
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Tableau 35 

ECSC operating budget 1999 
(EUR million) 

Requirements Forecast 
Change 

Resources Forcast 
on 1998-budget (%) 

1. Administrative expenditure 5,0 7,1% I . Current resources 

2. Aid for redeployment 75,0 1.1. Yield from levy at 0,00% 0,0 

3. Aid for research 84,0 1.2. Net balance 80,0 
3.1 Steel 56,0 
3.2 Coal 28,0 1.3. Fines and surcharges for late payements p.m. 

3.3 Social 
1.4. Miscellaneous 5,0 

4. Conversion aid 
2. Cancellation of commitments not likely to be implemented 57,0 

5. Social measures connected with restructuring -100,0% 
of steel industry 3. Resources from previous year not used p.m. 

32,0 
4. Drawings on contingency reserve 54 6. Social measures connected with restructuring 

of coal industry 6,7% 
5. Exceptional resources p.m. 

Total 196,0 -10,5% Total 196,0 
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Tableau 36 

European Development Fund 1998 
(EUR million) 

Expenditure Revenue 

1998 appropriations 

Amount % 

Commitments Payments 

Programmable aid of which: 1 784,8 l 091,9 Belgium 61,4 3,96 

- National and regional indicative programme I 198,2 812,4 Denmark 32,1 2,07 

- Structural adjustment 586,6 279,5 Germany 402,4 25,96 

System for stabiJjzing export earnings (Stabex) 151,8 89,4 Greece 18,9 1,22 

Stabilization system for mining products (Sysmjn) 0,5 41 ,8 Spain 91,5 5,90 

Risk capital 297,1 171,3 France 377,7 24,37 

Interest subsidies 24,5 27, 1 Ireland 8,5 0,55 

Emergency aid 36,7 12,6 Italy 200,9 12,96 

Aid for refugees 0,9 5,5 Luxembourg 2,9 0,19 

Netherlands 86,3 5,57 

Portugal 13,6 0,88 

United Kingdom 253,7 16,37 

Total 2296,3 1439,6 Total 1550,0 100,00 
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Financial perspective 2000-2006 103 

l. Agenda 2000: the Commission's proposals 

In July 1997 the Commission issued a communication entitled 'Agenda 2000: For a Stronger 
and Wider Union' (COM(97) 2000 final), which dealt with the reform of the common 
agricultural policy, the future of economic and social cohesion policy, the establishment of 
a pre-accession strategy, the consequences of future enlargement and the financing of the 
Community. The Commission drew up a reference financial framework for 2000-2006 
which showed that it was possible to provide for the proposed development of Community 
policies and for the accession of a number of applicant countries without changing the own 
resources ceiling of 1.27 % of GNP between now and 2006. 

In March I 998 the Commission presented, alongside a set of legislative proposals on the 
reform of the common agricultural policy and new guidelines on structural operations and 
pre-accession aid, a proposal for a new financial perspective for the period 2000-2006 and 
a report on the implementation and renewal of the Interinstitutional Agreement of 29 
October 1993. The report concluded that the Interinstitutional Agreement was a useful 
instrument for the orderly and controlled growth of Community expenditure and for better 
collaboration between the institutions in the annual budgetary procedure. The Commission 
proposed a few changes to the existing provisions and suggested that all budgetary 
agreements and joint declarations concluded between the institutions be consolidated. 

In October 1998 the Commission completed the series of Agenda 2000 documents by 
presenting a report on the operation of the own resources system. 

The main components of the Agenda 2000 package were agreed by the Berlin European 
Council on 24 and 25 March 1999. On 6 May 1999, after a final round of negotiations, 
Parliament adopted the new Interinstitutional Agreement, which incorporates the financial 
perspective for 2000-2006. 

2. Structure of the new financial perspective 

The general layout of the previous financi-al framework has been preserved, with a number 
of changes. 

- The ceiling of heading 1 (agriculture) is no longer the agricultural guideline, as defined 
by the Council decision on budgetary discipline, with growth indexed at 74% of the 
increase in the Union's GNP. To make discipline even tighter, the ceiling has been set in 
line with estimated growth in actual expenditure, taking into account the agreed reforms. 
The agricultural guideline is maintained, but its scope is broadened to cover not only 

CAP expenditure but also agriculture-related pre-accession aid and the amount 
earmarked in this area for the next wave of enlargement. A separate subheading has been 
introduced for rural development measures. 

- As regards enlargement-related expenditure: 

• a new heading 7 has been created to cover the three pre-accession instruments which 
have been established: the agricultural instrument (SAPARD), the structural 
instrument (ISPA) and an enhanced Phare programme for the applicant countries. 

• a margin has been kept under the own resources ceiling (in payment appropriations) 
to finance accession-related expenditure when new Member States join the Union. 

• By adopting this approach and including corresponding provisions in the 
Interinstitutional Agreement, expenditure for the fifteen current Member States and 
for the applicant countries can be ring-fenced. 

- The financial perspective is set at constant 1999 prices. As before, a technical adjustment 
will be made each year to take account of price increases. However, it has been agreed 
that a deflator of 2% will be used for heading I. In accordance with the Structural Funds 
regulations, the annual deflator applied to programming and to the corresponding ceiling 
in the financial perspective is also fixed at a flat rate of 2%. 

3. Ceilings on expenditure 2000-2006 
- Even allowing for the amounts placed in reserve for future waves of enlargement over 

this period, the financial framework leaves a substantial margin under the own resources 
ceiling of between 0.09% and 0.14% of GNP, depending on the year. Discipline is 
tighter for the total volume of appropriations for commitments than for total payments, 
as the latter must cover commitments outstanding from previous years. 

- The heading 1 ceiling has been set in such a way that, as an annual average at constant 
prices and excluding the rural development measures previously financed by the 
Structural Funds, the amount in question is still close to the level of expenditure entered 
in the 1999 budget. Accordingly, some components of the CAP reform have been scaled 
down or will be introduced in stages. 

- The overall allocation for structural operations will enable aid per capita under the 
Structural Funds in eligible regions to be maintained at 1999 levels. Assistance for 
regions no longer eligible for Objective 1 or the new Objective 2 will be reduced 
gradually. As regards the Cohesion Fund, account has been taken of the progress made 
by the recipient countries towards genuine convergence over the last reference period. 
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The ceilings for headings 3 (internal policies), 4 (external action, excluding pre-accession 
aid) and 5 (administration) have been set on the basis of actual expenditure entered in the 
1999 budget rather than the ceilings for that year in the previous financial perspective, 
which were considerably higher. Moreover, the rates of increase are Iqwer than those 
initially proposed by the Commission. 

4. Renewal of the Interinstitutional Agreement on budgetary discipline and 
improvement of the budgetary procedure 

The agreement concluded on 6 May 1999 incorporates the main provisions of the previous 
agreement. As proposed by the Commission, it consolidates in a single document the 
various other agreements between the institutions on budgetary matters. It also includes the 
following points requested by Parliament. 
- The entire 'rural development' strand of agricultural policy comes under non­

compulsory expenditure. 
- The conciliation procedure introduced by the 1993 agreement is extended to cover all 

expenditure and the entire duration of the budgetary procedure. 
- Provision is made for a flexibility instrument to finance for a given financial year one­

off expenditure which cannot be financed within the financial perspective ceilings. The 
decision to use the instrument will be taken jointly by the two arms of the budgetary 
authority during the budgetary procedure. The annual amount involved may not exceed 
EUR 200 million, but any unused portion may be carried over to the two following years. 

5. Changes to the own resources system 

Discussion on this subject was dominated by the problem of budgetary imbalances raised 
by a number of countries which asked for a reduction in their net contribution to the Union 
budget. This concern influenced the reforms of Community policies in that efforts were 
made during the negotiations to strike a new balance between budgetary positions, mainly 
by curbing growth in expenditure and redirecting some of the flow of funds. The results 
achieved here were backed up by a series of adjustments to the financing system: 

a reduction in the maximum rate of call of the VAT resource to 0. 75% in 2002 and 0.50% 
from 2004; 

an increase from 10% to 25% in the share of traditional own resources retained by the 
Member States to cover collection costs, with effect from I January 2001; 

minor alterations in the compensation granted to the United Kingdom: the amount will be 
reduced by a sum equivalent to the United Kingdom's gains from other changes to own 
resources and, on enlargement, from the substitution of expenditure on internal Union 
policies (included in the calculation of compensation) for pre-accession aid (not included in 
the calculation); 

changes in the system for financing the UK compensation: the shares paid by Germany, the 
Netherlands, Austria and Sweden are reduced to a quarter of the normal share. 
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Table 37 

Financial perspective 2000-06 

2000 

37 352 
4 386 

32 678 
30019 

2 659 

6 031 

4 627 

4 638 

906 
500 
203 
203 

3 174 
529 

1 058 
1 587 

93792 

91322 
1,13% 

91322 

1,13% 

0,14% 

1,27% 

1,12% 

0,15% 

1,27% 

2002 

31474 
28 815 

2 659 

6 255 

4648 

4 780 

656 
250 
203 
203 

3 174 
529 

1 058 
I 587 

95765 

96 037 
1,13% 

4221 
l 632 

2589 

1,18% 

0,09% 

1,27% 

I 581. 

95014 

96714 

1,19% 

0,08% 

1,27% 

105 

(million EUR- 2000 prices) 

2 558 2 553 

6478 6 712 

4668 

4983 

406 

3 174 
529 529 

1 058 I 058 
I 587 I 587 

93504 92 881 

93684 91898 

1,05% 

9 065 
2499 

103 564 

1,16% 1,14% .1,13% 

0,11% 0,13% 0,14% 

1,27% 1,27% 1,27% 

(I) In accordance with Article 2 of Decision No 182/ 1999/EC of the European Parliament and of the Council and Article 2 of Council Decision 1999/64/Euratom (OJ L 26, I .2.1999, p. I and p. 34, € I I 510 million at current prices 
is available for research over the period 2000-02 

(2) The expenditure on pensions included under the ceiling for this heading is calculated net of staff contributions to the relevant scheme, up to a maximum of € I I 00 million at 1999 prices for the period 2000-06 
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Chart 19 

Financial perspective 2000-06 
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In drawing up the preliminary draft budget for 2000, which covers the first year of the new 
financial perspective (2000-2006), the Commission based itself on the guidelines it adopted 
in February, while taking into account the Agenda 2000 priorities, the need to conduct a 
tight budgetary policy and the conclusions of the Berlin European Council. As Parliament, 
the Council and the Commission were still negotiating a new interinstitutional agreement 
when the preliminary draft was adopted on 28 April 1999, the Commission restricted its 
proposals to the limits agreed in Berlin. It will be up to the new Commission to propose a 
letter of amendment to modify the guidelines of the preliminary draft and to take account of 
the conclusion of the new Interinstitutional Agreement. 

Compared with the 1999 budget, the preliminary draft budget for 2000 represents a 4.4% 
reduction in commitments (EUR 92 706 million), while the increase in appropriations for 
payments has been confined to 4.7% (EUR 89 585 million), which is needed to cover the 
large volume of outstanding commitments which has built up for the Structural Funds, 
research and external action. Payments represent 1.13% of the GNP of the 15 Member 
States, and are still around EUR 1 800 million beneath the ceiling for payment 
appropriations agreed in Berlin for 2000. The revenue required to finance the preliminary 
draft budget represents 1.13% of GNP. The uniform call-in rate for the VAT resource is 
0.86440% and the rate for the GNP resource is 0.56312%. Traditional own resources 
represent 14.63% of budget financing for 2000, the VAT resource 36.34% and the fourth 
(GNP-based) resource 48.28% (compared with 16.1 %, 35.5% and 45.9% respectively for 
the 1999 budget). Miscellaneous revenue of EUR 671 million has also been projected. 

The Commission proposal makes for a healthier ratio of commitment appropriations to 
payment appropriations than in 1999 and should thus help in absorbing outstanding 
commitments, especially under headings 3 and 4. A number of factors, such as the 
concentration of commitments at the end of the programming period (Edinburgh European 
Council in the case of the Structural Funds and the fourth framework programme in the case 
of research), internal and external management difficulties in the case of external action and 
the systematic cutbacks in payment appropriations which have been made in the name of 
budgetary discipline over the past three years, have led to an accumulation of a large volume 
of payments due, which will have to be honoured in 2000 and subsequent years. 

On agricultural expenditure (EUR 41 40 I million, including the monetary reserve of EUR 
500 million), budgetary discipline has been tightened and the proposals in the preliminary 
draft comply with the subceilings for the heading, which now covers rural development 
(EUR 3 587 million) as well as the traditional market measures (EUR 37 314 million). To 
ensure that the appropriations remain within the subceiling adopted by the Berlin European 

Council for traditional market measures, the Commission made an across-the-board cut of 
EUR 250 million (0.66% of this ceiling), leaving a margin of EUR 38 million. This cut 
affects all sectors equally and does not prejudge any measures which might have to be taken 
!O comply with the subceiling. 

As 2000 is the first year of a new programming period, the commitment appropriations for 
structural operations (EUR 32 678 million) are down on the exceptionally large amounts in 
1999 (EUR 39 000 million), whereas payment appropriations (EUR 32 000 million) 
continue to increase (up by 5.2%) in order to clear past commitments. EUR 1 641 million is 
planned for Community initiatives for 2000 in accordance with the guidelines set by the 
Berlin European Council for the overall allocation for the Structural Funds. This will have 
to be reviewed in the letter of amendment in the light of the URBAN Community initiative, 
which will increase the percentage of the total allocation accounted for by Community 
initiatives from 5% to 5.35%. 

Resources for internal policies (EUR 5 937 million in commitment appropriations) have 
been concentrated on a number of top priorities, in view of their multiplier effect on growth 
and employment and on the development and dissemination of new technologies. Research, 
which is now entering the second year of the fifth framework programme, receives EUR 
3 630 million in commitment appropriations as well as EUR 3 600 million in payment 
appropriations, a sharp rise (approximately 20%) due to the volume of outstanding 
commitments. The second major item of expenditure is accounted for by the trans-European 
networks (EUR 656 million in commitment appropriations, an increase of 12.1% ), in line 
with the recent decisions on the multiannual budget. Finally, there is also a sharp increase 
(4.7%) for education, vocational training and youth policy, in particular the major 
programmes (Socrates, Leonardo and Youth), bringing commitment appropriations to EUR 
463 million. The Commission's preliminary draft also allows for the budgetary implications 
of the ratification of the Treaty of Amsterdam, in particular in the field of justice and home 
affairs, in which appropriations increase by almost 36%. 

In the field of external action, the preliminary draft budget 2000 gives prominence to the 
pre-accession strategy (EUR 3 167 million), with the creation of two specific instruments 
for agriculture and infrastructure, the beefing-up of the Phare programme and the transfer 
of these operations to a new heading 7. The heading 4 appropriations, now without the Phare 
programme, come to EUR 4 479 million, a reduction of 1.2% compared with 1999 in 
commitment appropriations (despite the transfer of EUR 143 million from the emergency 
aid reserve to humanitarian aid) but an increase of 5.4% in payment appropriations to help 
clear outstanding commitments. A margin of EUR 148 million is left beneath the ceiling 



110 The community budget: The facts in figures 

fixed by the Berlin European Council to take account of the financial impact of any fisheries 
agreement with Morocco in the autumn letter of amendment. Chapter B7-54 (Cooperation 
with the countries of the Balkans) is allocated EUR 279 million (as against EUR 314 million 
in 1999, because of the gradual reduction in the programme for refugees in Bosnia­
Herzegovina). This conservative evaluation does not take account of any requirements 
arising from recent events and the figure may need to be adjusted by means of a letter of 
amendment during the budgetary procedure or by a supplementary and amending budget in 
2000, which might involve reviewing the financial framework, as already provided for in a 
statement attached to the new Interinstitutional Agreement. 

Given the limited margin of manoeuvre available for administrative expenditure (EUR 
2 49 L million for Part A excluding pensions and EUR 564 million for pensions) under the 
ceilings agreed in Berlin, the Commission decided not to ask for any new posts. It will be 
for the new Commission to make any additional requests if the interinstitutional agreement 
finally results in a more generous financial framework in this area. The Commission 
estimated the other institutions' requirements at EUR 1 583 million, an overall incre<_~.se 

which is similar to the figure for the Commission. Administrative appropriations in the 
preliminary draft budget for 2000 thus come to EUR 4 638 million, exhausting the heading 
5 ceiling fixed by the Berlin European Council. 
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Table 38 

Comparison between 1999 budget, 2000 financial perspective and 2000 PDB 
(EUR million) 

)-'{ 

906 
500 
2()3· 
203 

.~"":;-: 

3 174 

>-? 
529 ..... · --·- -,~ 

1 058 
1372 

-,"":,_ 
I 58"7 q_,~ -7 

';..-

<;ommi~ent appropriations -Total 96929 93 761 92706 -4,4 -4222 1055 
,. 

Payments appropriations - Total 85558 91312 89585 4,7 4027 1727 



112 The community budget: The facts in figures 

Table 39 

1999 preliminary draft budget 
(EUR million) 

Change on 1998 budget 1998 
Appropriations for Appropriations for 

commitments payments 
Amount % 

Amount % Amount % c p c p 

Commission (section III/B) 

81 - EAGGF Guarantee Section 41 401,0 44,7 41401,0 46,2 461,0 461,0 1,1 I, 1 

82- Structural operations, structural and cohesion expenditure, financial mechanism, other 
agricultural and regional operations, transport and fisheries. 32 830,0 35,4 32 166,9 35,9 -6429,0 I 509,6 -16,4 4,9 

83- Training, youth, culture, audiovisual media, information, the social dimension 
and employment. 841,7 0,9 735,9 0,8 33,7 -2,1 4,2 -0,3 

84- Energy, Euratom nuclear safeguards and environment 205,0 0,2 186,9 0,2 -30,4 - 11,5 -12,9 -5,8 

85- Consumer protection, internal market, industry and trans-European networks I 108,5 1,2 936,4 1,0 -25,7 49,1 -2,3 5,5 

86- Research and technological development 3 630,0 3,9 3 600,0 4,0 180,0 609,8 5,2 20,4 

87- External action 7 809,2 8,4 5 686,7 6,3 1 582,4 1409,0 25,4 32,9 

88 - Common foreign and security policy 40,0 0,0 30,0 0,0 13,0 9,5 48,1 46,0 

80 - Guarantees, reserves, compensation 203,0 0,2 203,0 0,2 -143,0 -143,0 -41,3 -41,3 

Operating appropriations (section IIIJB) -Total 88068,4 95,0 84 946,8 94,8 -4 358,1 3 891,4 -4,7 4,8 

Administrative appropriations (section III/A)- Total 3 055,4 3,3 3 055,4 3,4 212,3 212,3 7,5 7,5 

Commission- Total 91123,8 98,3 88 002,2 98,2 -4145,7 4103,7 -4,4 4,9 

Other institutions (sections I, II, IV and VI) (1) 1582,5 1,7 1582,5 1,8 3,2 3,2 0,2 0,2 

Grand total 92 706,3 100,0 89584,7 100,0 -4142,6 4106,9 -4,3 4,8 

( 1) Figure used by the Commission in preliminary draft. 
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Table 40 

Financing the general budget 1998 and 1999 
(EUR million) 

Budget 1999 PDB 2000 

Type of revenue 

Amount % Amount % 

Agricul tural duties and sugar levies I 92 1,1 2,2 2 038,4 2,3 

Customs duties 11 893,9 13,9 II 070,0 12,4 

VAT 30 374,2 35,5 32 554,6 36,3 

Fourth resource 39 260,0 45,9 43 250,6 48,3 

Miscellaneous 2 108,6 2,5 671,1 0,7 

Total 85 557,7 100,0 89584,7 100,0 
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Chart 21 

Community revenue- Comparison between 1999 budget and preliminary draft budget for 2000 
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Glossary 

Abbreviation or acronym Meaning 

ACP 

Altener 

Ariane 

Bridge 

CAP 

CE 

CFSP 

CIS 

COM 

CONNECT 

CSF 

EAEC 

EAGGF -Guarantee 

EAGGF -Guidance 

ECSC 

ECU 

EDF 

EEA 

African, Caribbean and Pacific States 

Programme for the promotion of renewable energy sources in 
the Community 

Programme of support for books and reading 

Biotechnology research for innovation, development and 
growth in Europe 

Common agricultural policy 

Compulsory expenditure 

Common foreign and security policy 

Commonwealth of Independent States 

Reference to official Commission publications 

Innovation and connection of Community programmes -
preparatory measures 

Community support framework 

European Atomic Energy Community (Euratom) 

European Agricultural Guidance and Guarantee Fund, 
Guarantee Section 

European Agricultural Guidance and Guarantee Fund, 
Guidance Section 

European Coal and Steel Community 

European currency unit 

European Development Fund 

European Economic Area 

EEC 

EFTA 

EIB 

Erasmus 

ERDF 

ESF 

Esprit 

EU 

Euratom 

EURES 

FIFG 

FORCE 

FP 

GATT 

GDP 

GNP 

IMPs 

Impact 

JET 

JHA 

117 

European Economic Community 

European Free Trade Association 

European Investment Bank 

European Community action scheme for the mobility of 
university students 

European Regional Development Fund 

European Social Fund 

European strategic programme for research and development 
in information technology 

European Union 

See EAEC 

European employment services 

Financial Instrument for Fisheries Guidance 

Community action programme for the development of 
continuing vocational training 

Financial perspective 

General Agreement on Tariffs and Trade 

Gross domestic product 

Gross national product 

Integrated Mediterranean programmes 

Information market policy actions 

Joint European Torus 

Justice and home affairs ('third pillar') 
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Kaleidoscope 2000 

Leonardo 

LIFE 

Lingua 

MEDA 

NCE 

NCI 

OCTs 

PDB 

PDSAB 

PEACE 

PETRA 

The Community budget: The facts in figures 

Programme of support for artistic and cultural activities of a 
European dimension 

Action programme for the implementation of a European 
Community vocational training policy 

Financial instrument for the environment 

Promotion of the teaching and learning of foreign languages 

Measures to accompany the reforms to the economic and 
social structures in non-member countries of the 
Mediterranean basin 

Non-compulsory expenditure 

New Community Instrument 

Overseas countries and territories 

Preliminary draft budget 

Preliminary draft supplementary and amending budget 

Community initiative to support the peace process in Northern 
Ireland 

Action programme for. the training and preparation of young 
people for adult and working life 

PHARE 

RACE 

Raphael 

R&TD 

SAB 

SAVE 

Socrates 

SPD 

Stabex 

Sysmin 

TACIS 

TENs 

VAT 

Poland-Hungary: aid for restructuring of the economy p.m. 
Pour memoire (token entry) 

Research and development in advanced communication 
technologies for Europe 

Community action programme concerning the cultural 
heritage 

Research and technological development 

Supplementary and amending budget 

Specific actions for vigorous energy efficiency 

Community action programme in the field of education 

Single programming document 

System of stabilization of export earnings for agricultural 
products 

System of stabilization of export earnings for mineral products 

Technical assistance to the Commonwealth of Independent 
States 

Trans-European networks 

Value-added tax 
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