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This document is intended to provide newly elected Members of the European 
Parliament and, more specifically, the Members of the Committee on Budgets with a 
description of the annual budgetary procedures of the 6th legislature and highlight 
some of the political achievements. 
 
Some of the technical terms are put in italic and are explained in the glossary 
annexed to this document. 
 
This document has been prepared jointly by the Secretariat of the Committee of 
Budgets and by the Policy Department on Budgetary Affairs. 
 
This document is composed of four parts as follows: 

 Part 1:  Main achievements - where the EP made the difference 
 Part 2:  Budgetary mechanisms in annual and multiannual procedures 
 Part 3:  Annual budgetary procedures 2005-2009  
 Part 4:  Annexes - detailed budget figures and a Glossary of terms 

 
For further details and background information on the 2007-2013 Multiannual 
Financial Framework and the annual budgetary procedures of the 6th legislature, 
please refer to the separate study carried out by the Policy Department on Budgetary 
Affairs concerning "the Interinstitutional Agreement of 17 May 2006 and the 2005-
2009 budgetary procedures".   
 
 
 
 
 
 

*************************** 
 
 
 
 
 
 
The amending budgets are not mentioned in the summaries of the annual budgetary 
procedures but included in the annexed tables. The following table presents the 
number of amending budgets adopted in the course of each budget year: 
 

Budget year 2005 2006 2007 2008 
Number of amending budgets 8 6 7 10 
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MULTI-ANNUAL FINANCIAL FRAMEWORK (MFF) 
 

Since 1988, annual budgetary procedures have taken place within a Multiannual 
Financial Framework (MFF) adopted through an Inter-Institutional Agreement 
(IIA). 

The current IIA was adopted on 17 May 2006. Its purpose is to reinforce budgetary 
discipline, improve the functioning of the annual budgetary procedure and the 
cooperation between the institutions on budgetary matters, and to ensure sound 
financial management of EU funds.  

1. BACKGROUND 

1.1. IIA AND MFF:  A WAY FORWARD TOWARDS A SMOOTHER ANNUAL 
BUDGETARY PROCEDURE 

The 1980s are often referred to as years of budgetary crisis at EU level. A situation 
of open conflict between the two arms of the Budgetary Authority led to the late 
adoption of the budgets for 1980, 1985, 1986 and 1988 and to the use of the system 
of provisional-twelfths. 

As a result, it was decided to frame EU expenditure using a planning instrument for 
the medium term (5 then 7 years), set up rules to facilitate a dialogue and ultimately 
overcome these difficulties.  

Budget appropriations remain authorised and implemented on an annual basis. The 
IIAs nevertheless became the basis for interinstitutional relations in the budgetary 
field and, since their introduction, they have provided for the timely adoption of the 
annual budgets. They also led to the development of multiannual financial 
programmes. 

Should the Treaty of Lisbon enter into force, the MFF will no longer be adopted 
through time-limited IIAs.  It will instead become primary law (article 312 of the Treaty 
on the Functioning of the European Union) 

1.2. THE FINANCIAL FRAMEWORKS 

Whereas the first two financial frameworks were accompanied by an increase of the 
ceiling of own resources, this was not the case for the third and fourth (current) 
ones. 

Each financial perspective has reflected strategic guidelines and major political 
choices: 

1988-1992 (Delors I package):  this was intended to end the budgetary crisis and to 
provide the resources needed for the budgetary implementation of the Single 
European Act. 

1993-1999 (Delors II package):  this enabled the structural funds to be doubled. 

2000-2006 (Agenda 2000): the Community budget was stabilised and savings were 
made to finance enlargement. 
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2007-2013:  this aims to provide adequate means for the European Union, in respect 
of budgetary discipline and on the basis of an evaluation of Community added value. 

2. THE CURRENT IIA AND MFF (2007-2013) 

2.1 TWO YEARS OF NEGOTIATIONS  

From the presentation of Commission's Communication in early 2004 until the 
adoption of the IIA on 17 May 2006, almost 2 years of negotiations between the 
Member States were necessary to reach an agreement in the European Council (in 
December 2005). 

2.2 THE EUROPEAN PARLIAMENT SET UP SPECIFIC INTERNAL 
STRUCTURES TO PREPARE THE NEGOTIATIONS 

The EP decided to set up a Temporary Committee which delivered a wide ranging 
and comprehensive report in May 2005 (the Böge report).  It defined the EP's 
negotiating position and was adopted by a large majority in June 2005.  This was 
the first time that the EP adopted a negotiating position prior to the Council’s 
conclusions. It contained both quantitative (with total funding of EUR 975 bn in 
commitments) and qualitative elements such as the reform of the financing system, 
improvement in budgetary implementation and a renewed "Flexibility Instrument".  
EP's coherent and solid position was the result of close cooperation with the 
specialised committees. 

The setting up of this Temporary Committee fostered the visibility of the EP as an 
equal player with Council.  

Following the agreement reached by the Council in December 2005 (EUR 847 bn, 
far below the EP's June position), four Trialogues took place at the beginning of 
2006.  An agreement between the three institutions was found on 4 April 2006 and 
signed on 17 May 2006.  

3. OUTCOME FOR THE EP AND FURTHER STEPS 

3.1 EP'S ACHIEVEMENTS  

The 2007-2013 MFF provided for EU spending up to EUR 864.3 billion over the 
period.  While a number of deficits have remained unsolved in the outcome of the 
negotiations, the agreement was the only possible compromise the Parliament could 
achieve within the magnitude of the negotiations. 

EP's achievements consist in the progress made for the three pillars of its negotiating 
position: 

– Matching political priorities and financial needs (EUR 4 bn increase to fund 
EU policy challenges; financing instruments outside the financial framework like the 
EU Solidarity Fund, the European Globalisation Adjustment Fund, the Emergency 
Reserve). 

– Improving the budget structure through more flexibility (Flexibility instrument, 
mid-term review)  

– Improving the quality of the implementation of EU funding and preserving 
European Parliament's prerogatives (revision of the Financial Regulation, 
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provisions on sound financial management of EU budget, notably Member State's 
annual summaries, promotion of EP's information rights on CFSP, involvement of 
Parliament in the mid-term review). 

In line with the EP's position during negotiations on the current financial framework, 
funding already proved insufficient during its first year in operation.  During the 
preparation of the 2008 budget in 2007, the Member States agreed to follow the way 
paved by Parliament to provide additional Community funding for Galileo and the 
EIT, and later for the Food Facility instrument and the EU contribution to the 
European economic recovery plan.  These financing needs (respectively EUR 3.7 bn, 
1 bn and 5 bn) have been met through the mobilisation of the IIA instruments.  

3.2 FURTHER STEPS: THE MID-TERM REVIEW 

The third Declaration of the IIA invited the Commission to undertake a full review of 
the financial framework, covering all aspects of EU spending (including the 
common agricultural policy) and resources (including the UK rebate) and to report in 
2008/2009. An assessment of the functioning of the IIA should accompany this 
review. 

The EP adopted a resolution on 25 March 2009 to fix its position ahead of the 
Commission proposals. 

The EP insisted on the need for the financing of new priorities not to jeopardise 
the resources dedicated to existing programmes, notably under Headings 1a, 3 
and 4. They include Research and Innovation, new challenges such as energy 
security, climate change, citizenship, freedom, security and justice, and CFSP. 
Parliament also called for a better implementation of some general principles, such 
as concentration on policies with EU added value, identification of positive and 
negative priorities rather than self-imposed ceilings, greater degree of flexibility, 
etc. 

 

THE EP RESOLUTION OF 29 MARCH 2009 PROPOSED THREE STEPS FOR 
THE MID-TERM REVIEW: 

1.   resolving deficits and leftovers in the context of the annual budgetary 
procedures, including possible needs resulting from the EU new competences under 
the Treaty of Lisbon,  

2.  preparation of a possible adjustment and prolongation of the current MFF 
until 2015/2016 in order to allow a smooth transition to a system of a 5-year MFF 
which gives each Parliament and each Commission the political responsibility for 
each MFF, together with possible adjustments and prolongation of the current 
programmes in line with that of the MFF,  

3.  preparation of the next MFF starting in 2016/2017 (by the Parliament elected in 
2014). 
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OWN RESOURCES 

1. BACKGROUND 

Article 269 of the treaty establishing the European community provides that "Without 
prejudice to other revenue, the budget shall be financed wholly from own resources". 

1.1. A PROGRESSIVE DIVERSIFICATION OF OWN RESOURCES 

The Communities were initially financed by national contributions. Since the Decision 
of 21 April 1970 , the Community budget has been financed by own resources, due 
to the Communities by right without any further decision having to be made by 
national authorities. The 1970 decision provided for "traditional own resources" 
(customs duties and agricultural, sugar and isoglucose levies) and a "VAT own 
resource" intended to balance the budget. A "fourth resource", based on national 
GNP, was introduced in 1988 . 

Gradually, the GNI resource has became the major source of funding of the EU 
budget, now accounting for over 70% of total revenue, whilst VAT represents around 
15% and traditional own resources the remainder.  

Other revenues, which account for roughly 1 % of the budget include taxes paid by 
EU staff on their salaries, contributions from non-EU countries to certain EU 
programmes and fines to companies that breach competition or other laws. 

1.2. A SYSTEM COMPLETED BY CORRECTION MECHANISMS 

Following the Fontainebleau European Council, the “UK rebate” was introduced on 7 
May 1985. The UK rebate is a compensation mechanism which returns to the UK 
two-thirds of the difference between its share of VAT revenue and its share of 
allocated Community expenditure. In order to leave total own resources available 
unchanged, the UK rebate is financed via an additional call-up of funds from the 
Member States, taking into account a 75% abatement for Germany (introduced in 
1985), and for the Netherlands, Austria and Sweden (agreed at the 1999 Berlin 
European Council. The original rebate was thus accompanied by rebates to the 
rebate. 

1.3. A PARTIAL CHANGE ADOPTED AT THE EUROPEAN COUNCIL OF 
DECEMBER 2005 

The December 2005 European Council called for further adjustments to the Own 
Resources  reducing the UK rebate whilst introducing further offsets to the cost of the 
rebate for a nmber of Member States. The adjustments agreed were: 

•  harmonisation of the rate of call of VAT for all Member States except Germany, 
the Netherlands, Sweden and Austria, which should benefit from lower rates for 
the period 2007-2013; 

•  reductions in the gross annual own resources contributions of the Netherlands 
and Sweden over the period 2007-2013 of €605 million and €150 million 
respectively; 

•  adjustment of the calculation of the UK rebate, limited to €10,5 billion over the 
period 2007-2013, through a progressive reduction of the total allocated 
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expenditure excluding the CAP in Member States which have acceded since 
30 April 2004. 

Moreover, a review clause was inserted in the agreement on the 2007-2013 
Multiannual Financial Framework. The Council called upon the Commission to 
undertake a comprehensive review, covering all the expenditures and revenues' 
aspects, including the Common Agricultural Policy and the British rebate, and to 
produce a report in 2008/2009. 

2. THE EUROPEAN PARLIAMENT'S ACTION 

2.1 AN OWN RESOURCES SYSTEM CRITICISED BY THE EP 

In its resolution on the future of own resources, of 29 March 2007, the European 
parliament stressed that the current own resources system, which mainly depends on 
Member States' contributions, was anti-democratic. The own resources system 
became complex and incomprehensible for European citizens. This system doesn't 
contribute to the visibility of the involvement in favour of the European integration and 
has generated more and more difficult discussions on the amount of Member States' 
contributions. The EP also stressed that some ambitious European initiatives, such 
as Galileo or trans-European networks, suffered from a lack of financing. Moreover, 
the fact that 85% of own resources were more "contributions" than real own 
resources exacerbated the debate on "fair return" in which the Member States 
calculate their net budget balance. 

In several resolutions, the European parliament has emphasized the lack of revenues 
(i.e, own resources ceiling, fixed at 1.24% of GNI1 , in Edinburgh in 1992, has never 
been reached; Community budget has grown less fast than Member States' 
budgets). The European parliament has also declared itself in favour of a reform of 
the own resources system. Proposals have been made in order to guarantee the 
Union budgetary autonomy and to make the way revenues are collected more visible 
to European citizens and more democratic. 

2.2 A TWO STAGE APPROACH AGREED IN THE RESOLUTION OF 29 
MARCH 2007 

The resolution of the 29 March 2007 on the future of the European Union's own 
resources has given some guidelines the Commission 2008/2009 review. It 
constitutes also a clear signal to Heads of States or Government concerning the 
views of their parliaments as this resolution has been based on an initiative report 
prepared by Alain Lamassoure who had contacts with EU national parliaments in 
order to reach a consensus on a consistent approach of the future of EU own 
resources. 

After having mentioned the shortcomings of the current financing system, this 
resolution advocates a progressive approach in two stages. 

• The first stage should improve the current system of national contributions. 
Equality and solidarity between Member States should be accompanied by 
simplicity of presentation in order to be comprehensible and transparent for 
representatives and citizens. 

                                                 
1 Since 2002, the concept of Gross National Product (GNP) has been replaced by those of Gross 
National Income (GNI). The ceiling of 1.27% of the GNI equals to 1.24% of the GNI, according to the 
new statistical method. 
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• The second stage of the reform consists in creating a genuine system of own 
resources, in order to revive the letter and spirit of the founding treaties. This 
new system would be based on several principles, such as full respect for the 
principle of fiscal sovereignty of the Member States and fiscal neutrality. 
Neither overall public expenditure, nor the tax burden for the citizens would be 
increased. Moreover, the order of magnitude of the EU budget would not 
change and the phasing-in of the new system would be progressive. 

Several options for the future have been examined. The contacts with the national 
parliaments underlined that while the time for a new European tax has not yet come, 
this possibility should not be ruled out. The resolution underlines that it is vital to 
examine the creation of a new system of own resources based on a tax already 
levied in the Member States, the idea being that this tax, partly or in full, would be fed 
directly into the EU budget as a genuine own resource, thus establishing a direct link 
between the Union and European taxpayers. Several possible taxes were taken into 
consideration for this purpose during the exchanges with the national parliaments 
and in the Commission's reports on the reform of the own resources system, 
including VAT, excise duties on motor fuel for transport and other energy taxes, 
tobacco and alcohol, and ecotaxes. 

3. THE PROVISIONS PROVIDED FOR IN THE COURSE OF RATIFICATION OF 
THE LISBON TREATY 

The Lisbon Treaty opens the way in this direction (article 311 of the TFEU 
(consolidated version) replacing article 279 TEC).  

It maintains that the budget be financed wholly from own resources, provides that the 
Council adopt unanimously and after consulting the Parliament a decision on the 
system of own resources of the Union, including the possibility of establishing new 
categories of own resources and abolishing existing ones. Such a decision would 
need to be ratified by the Member States. It also requires the Union to provide itself 
with the means necessary to attain its objectives and carry through its policies 

Regarding changes to own resources implementing measures, whereas previously 
Council was required only to consult the European Parliament, under the new Treaty 
Council can act only after obtaining Parliament’s consent. 

Thus, while the EP resolution of 18 March 2009 on the financial aspects of the Lisbon 
Treaty deplored that the Member States had failed to take the opportunity to 
establish a system of genuine own resources and that no progress had been made in 
involving the EP in the process of determining the limits to and the nature of own 
resources available, it nevertheless welcomed the step forward regarding the 
measures implementing the decision on own resources. 
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A CLOSER LINK BETWEEN BUDGET AND LEGISLATION 
 
Legislation and budget are tightly linked.  The EP has a key role in its double 
capacity of budgetary and legislative authority. While the legislative specialised 
committees negotiate with the Commission and Council on the legislative aspects of 
Community initiatives, (i.e. policies contents, programmes, actions, etc), the 
Committee on Budgets negotiates with the Council on the budgetary aspects of each 
EU programme and the financial envelope of each initiative. No programme or 
initiative having a financial impact can be adopted if a budget is not set by the 
Budgetary Authority. 

1. RELATIONS BETWEEN THE COMMITTEE ON BUDGETS AND THE EP 
SPECIALISED COMMITTEES 

1.1. OPINIONS 

Besides the Committee on Budget's most visible activity - the annual budgetary 
procedure - the Committee constantly participates in the legislative procedures of 
each specialised committee. The Committee on Budgets adopts opinions for the 
specialised committees with respect to both legislative and non legislative activities. 

As for the legislative proposals having a budgetary impact, the opinions delivered by 
the Committee on Budgets aim to verify the financial compatibility of any legislative 
proposal with the ceilings of the Multiannual Financial Framework (MFF) headings. 
Moreover, on the occasion of the annual budgetary procedure, the Committee's 
opinions aim to verify the respect of the financial envelopes of EU programmes set in 
the legislative procedure dealt with by the specialised committees. Furthermore, a 
reinforced cooperation procedure is provided by the Rules of Procedure (Rule 50) 
where a question of competence on a certain matter falls "almost equally under the 
competence of two or more committees".  

As for non legislative activities (initiative reports), the Committee on Budgets provides 
opinions on draft political resolutions related to different political sectors, to stress, 
amongst others, the financial aspects of those policies and the ground principles of 
proper budgetary management. 

1.2. ROLE OF THE COMMITTEE IN FRONT OF UNEXPECTED EVENTS IN 
COOPERATION WITH OTHER COMMITTEES  

1.2.1 Solidarity fund and Globalisation fund 

It is up to the Committee on Budget to negotiate with the other branch of the 
Budgetary Authority in order to finance unexpected expenditure. 

This is the case for the mobilisation of the Solidarity Fund, in case of national 
disasters hitting a Member State. The Committee on Budgets is leading this 
procedure while the Regional Development Committee is giving an opinion on the 
matter. The same happens for the mobilisation of the Globalisation Fund in favour of 
companies of a member State suffering from the global economic. In such cases, the 
Committee on Budgets is also the lead committee while the Employment committee 
is delivers an opinion. 
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1.2.2 Galileo and the European Economic Recovery Plan: two 
successful examples of good cooperation between the Committee on 
Budgets and the specialised committee on Industry, Research and 
Energy (ITRE) 

  
Besides the aforementioned mobilisation of the two European funds, there are two 
specific cases recently when the Committee on Budgets was called to negotiate on 
unexpected expenditure in cooperation with a specialised committee.  

The first one concerns Galileo, after the private companies involved in the financing 
of the programme stepped back from their decision in September 2008. The ITRE 
committee - responsible for the proposed Regulation on the further implementation of 
the European satellite radio navigation programmes (EGNOS and Galileo) - could not 
adopt the Commission legislative proposal as there was no corresponding financial 
envelope.  

The Interinstitutional Agreement of 17 May 2006 provides the possibility of modifying 
the MFF in order to respond to unexpected situations. In its Decision of 19 
September, the Commission planned to review the MFF to provide an additional 2.4 
billion Euros needed for the deployment and operation phases of the Galileo 
Programme. 

During the 2008 budgetary procedure, in its first reading the Parliament welcomed 
the Commission proposal for a review of the MFF. During the Conciliation on the 
budgetary procedure held on 23 November 2007, the EP insisted on the need for a 
review of the MFF.  

After long negotiations, the Council moved in the direction of the Parliament requests 
in line with the provisions of the Interinstitutional Agreement of 17 May 2006. The 
overall agreement between the Committee on Budgets and the Council set the 
revision of the MFF at 1.6 billion Euros, adding 200 million Euros from a 
redeployment of Community Programmes under 1a, 400 million Euros from 
reprioritisation under the 7th Research Framework Programme-Euratom, and the 
mobilisation of the Flexibility instrument for an amount of 200 million Euros.  This 
agreement was in line with the EP's absolute priority of not reducing the financial 
envelopes of the multiannual programmes. 

The Committee on Budgets adopted a proposal for a Decision on the Modification of 
the MFF. The ITRE Committee, responsible for the legislative proposal, was then 
able to adopt the legislative proposal on Galileo and submit its report to the Plenary. 

The second case concerns the European Economic Recovery Plan proposed by the 
Commission in January 2009 to support the EU economy following the worldwide 
financial and economic crisis. The Committee on Budgets negotiated with the Council 
on the financial aspects of the Commission's proposal, namely the source of the 5 
billion Euros to be dedicated partly to the energy sector, partly to the development of 
broadband in rural areas and to strengthening operations related to the 'new 
challenges' defined in the context of the Agricultural Policy Health Check. 

 The agreement reached with the Council on 2 April 2009 set a two step approach:  

o  Step 1:  EUR 2.6bn:  
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The ceiling of Heading 1a was increased by EUR 2 bn in 2009 by decreasing the 
ceiling of Heading 2 by the same amount; EUR 600 m was added to rural 
development from the 2009 budget.  

o Step 2:  EUR 2.4bn:  

The remaining 2.4 bn was to be secured through a compensation at the Conciliation 
of the 2010 and 2011 budgetary procedures by using all means provided for in its 
legal framework and without prejudice to the financial envelopes of the co-decided 
programmes and the annual budgetary procedure. 

Here again the result of the negotiations was acceptable to the EP as the principle of 
not reducing the financial envelopes of the Multiannual financial programmes was 
accepted.  

The Committee on Budgets then approved the modification of the MFF according to 
the agreement found with Council. Consequently the ITRE committee could approve 
the legislative proposal and transmit it to the Plenary for final adoption. 



Page 15 of 59 

FINANCIAL REGULATION 

 

After the Treaty, the Financial Regulation (FR) is the pivotal point of reference for the 
principles and procedures governing the establishment and implementation of the 
European Union budget and the control of the European Communities’ finances. The 
Implementing Rules consist of more detailed and technical rules necessary for 
applying the Financial Regulation. 

Whereas Article 279 of the Treaty establishing the European Community (TEC) 
provides that the Parliament is merely consulted on the proposal, the European 
Parliament played a major role in the procedure. 

Two versions of the Financial Regulation were in force during the 6th 
parliamentary term: the 2002 and 2006 versions2. 

1. BACKGROUND: THE MAIN ASPECTS OF THE 2002 REVISION OF THE 
FINANCIAL REGULATION 

1.1 The 2002 revision of the FR was the first in-depth revision since 1977 

The recasting of the Financial Regulation, which had been in force since December 
1977, was one of the key elements of the administrative and financial reform3 
which was the first task assigned to the Prodi Commission, appointed in September 
1999. The recasting focused on securing proper management of EU funding whose 
volume had significantly increased. 

1.2 Two main changes were adopted on 25 June 2002 

o The reform of the financial control and the increase of Directorate 
General responsibilities 

The 1977 Financial Regulation was governed by the system of prior control by the 
central Financial Controller of each institution. With the 2002 recasting of the 
Financial Regulation, more responsibilities were given to the authorizing 
officers within the Directorates General.  A decentralised system of ex-ante and a 
posteriori controls enables the authorising officer to undertake the expenditure 
without requiring the prior approval of the Financial Controller, but which is then 
subjected to various types of controls, including those related to the internal audit. 
Financial actors are given greater responsibility and each Directorate General has to 
produce an annual activity report and to give a statement of assurance. 

o The accounting reform 

A second main aspect of the 2002 version of the Financial Regulation was the 
transition from a "cash oriented" accounting to a modern "accrual accounting", 
which allows accounting events and transactions to be entered in the accounts when 
they occur, rather than only when amounts of money are recovered or paid out. 

                                                 
2 Council Regulation (EC, Euratom) No 1605/2002 of 25 June 2002 on the Financial Regulation 
applicable to the general budget of the European Communities, as amended by Council Regulation (EC, 
Euratom) No 1995/2006 of 13 December 2006. 
3 White Paper on Reforming the Commission: COM(2000) 10 final of 18.01.2000 
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2. THE 2006 REVISION OF THE FINANCIAL REGULATION AND EP's MAIN 
ACHIEVEMENTS 

2.1 THE TIMETABLE AND THE PROCEDURE 

The Financial Regulation is subject to review every 3 years or whenever it proves 
necessary to do so. The Commission made its first proposals in 2005 and two years 
of negotiation with the Council and the Parliament followed before an agreement 
could be reached.  

As for the 2002 revision, whereas Article 279 TEC provides that the Parliament is 
merely consulted on the proposal, the EP considered that because of its far reaching 
budgetary implications, one arm of the budgetary authority could not unilaterally 
adopt the Financial Regulation. In accordance with the Joint Declaration of 4 March 
1975, a conciliation procedure was agreed and the EP was treated as an equal 
partner. 

The Financial Regulation adopted on 13 December 2006 modifies more than half 
of the articles of the Financial Regulation adopted on 25 June 2002. 

2.2 THE OBJECTIVE OF THE 2006 REVISION OF THE FINANCIAL 
REGULATION 

The aims of the 2006 revision were the simplification of the financial procedures 
and the improvement of efficiency and transparency of EU spending. Since the 
early stage of implementation of the Financial Regulation (FR) and its Implementing 
Rules, beneficiaries of EU funding and users of the FR had complained about 
excessive complexity. Therefore an improved FR had to be drawn up for the new 
generation of EU-funded programmes (2007-2013), such as the structural funds or 
the Research and Development Framework Programme. 

2.3 THE EP TOOK AN ACTIVE ROLE IN THE REVIEW OF THE FINANCIAL 
REGULATION 

The EP strongly supported and influenced the new revision of the Financial 
Regulation. It took an active role in order to achieve simplification. The EP called 
for more transparency and for a right balance between user-friendly procedures, 
the protection of financial interests of the EU and ultimately of the taxpayers 
and the principle of proportionality of administrative costs.  

As the EP BUDG/CONT rapporteur pointed out in CONT's opinion for BUDG, the 
Financial Regulation adopted in 2002 contained complex procedural provisions which 
entailed a "bureaucratisation of processes, protracted procedures and attempts to 
evade responsibilities by involving as many hierarchies and procedural stages as 
possible". Moreover, applicants for grants and bidders for contracts faced complex 
and costly application procedures. 

2.4 THE EP's ACHIEVEMENTS IN THE 2006 REVISION OF THE 
FINANCIAL REGULATION 

Contrary to the Council's first reactions, the EP managed to introduce the principle 
of proportionality. 

This principle was introduced in the tender and the grant system in order to make 
procedures faster and less burdened by paperwork. The EP obtained a concession 
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that procedural and documentation requirements should be proportionate to 
the amount awarded or the costs and the risks involved. This approach is 
favourable in particular to small entities, such as Small and Medium-sized 
Enterprises, schools and universities, which are usually beneficiaries of small grants 
and contracts.  

The principle of proportionality also concerns the administrative actions, the 
complexity of checking steps being proportionate to the amounts and risks involved.  

Moreover the EP introduced amendments, which were accepted, in order to take 
account of the principle of proportionality with regard to the liability of the 
authorising officers, indicating that their liability should primarily be assessed on 
the degree of misconduct. The liability of the authorising officer has been limited to 
12 months salary in cases of negligence, whereas a full compensation of the damage 
incurred shall apply in cases of deliberate misconduct. 

Some of the most controversial points related to the question of transparency 
concerned the creation of the database on excluded participants from public 
procurement and the disclosure of information on beneficiaries of funds 
deriving from the Agricultural Funds. This level of transparency has been 
achieved thanks to the pressure exerted by the Parliament. 

Another controversial point concerned the enhancing of European political parties' 
capacities of long term financial planning and the introduction of an exception to 
the non-profit rule in order to allow the carry-over of a part of the surplus. This was 
adopted in 2007. 

Furthermore, the EP managed to safeguard it's prerogatives as regards the 
transfer of appropriations between chapters during a budget year and its rights to 
information. 
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AGENCIES 

There are currently two types of European agencies. 

Decentralised agencies (also called regulatory or traditional agencies) are legal 
entities created by the European legislator with the mission of helping in the 
implementation of a given European policy. They enjoy legal status and are granted 
administrative and financial autonomy. Most of them are partially or completely 
funded via a subsidy from the EU budget, and they are subject to the financial 
regulation.  

Decentralised agencies can develop different types of activities:  they help regulate a 
given sector, sometimes taking individual, legally-binding, decisions; they provide 
technical and scientific assistance to the European institutions or to Member States, 
sometimes in the form of inspection reports; they foster cooperation between national 
bodies, sometimes developing operational activities in their field of activities; and 
they also provide information/networking services.  

There are currently 26 decentralised agencies (one in the closing-down phase), 
taking into account those of the first and third pillars. Three more are in the process 
of being created. In parallel there are 3 agencies in the framework of the second 
pillar, but they are completely intergovernmental (financing included). In 2009 the 
financial contribution of the EU budget for decentralised agencies reached more than 
EUR 580.3 million. Their staff, all categories included, was over 5 000 posts, of which 
4 211 temporary agents. 

Executive agencies are created by a Commission decision to implement all or part of 
a Community programme or project on behalf of the Commission and under its 
responsibility. They remain entirely under the control and responsibility of the 
Commission. Their administrative costs (mainly with staff) are financed by the Union 
budget, as part of Section III (Commission) and do not fall under Heading 5 
(Administration) of the Multiannual Financial Framework. In budgetary terms they are 
dealt by the EP as part of the budget of the Commission. 

At present there are 6 executive agencies. In 2009, the EU budget provided EUR 
139.7 million for the functioning of these agencies. In 2009, they were staffed by 368 
temporary agents and 941 contractual agents (and 30 seconded national experts). 

STRENGTHENING THE EP'S ROLE ON DECENTRALISED AGENCIES 

The EP plays an important role on decentralised agencies. The first agencies were 
created by a legislative act of the Council and Parliament.  At that time, the only 
budgetary tool to monitor them was the annual budget, on which it voted the subsidy 
for the agency (normally as non-compulsory expenditure, which means that the EP 
had the final say), and the discharge procedure where a separate discharge is given 
by the EP to each agency that receives a subsidy from the EU for the implementation 
of its annual budget. Parliament used this tool to develop its control on the financial 
management of agencies: the EP not only adopts the subsidy to the agency, but also 
its establishment plan defining its staff. Furthermore, EP managed to impose on the 
agencies the presentation of annual working programmes, strategic multi-annual 
plans, multi-annual staff policy plans, regular evaluations of its activities, etc. 

During the last legislature, EP obtained the inclusion in the Interinstitutional 
Agreement on budgetary discipline and sound financial management of the principle 
that, when a new agency is to be created, the two arms of the budgetary authority 
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should come to a timely agreement on the financing of this new agency4. Through 
this agreement, EP sought to guarantee the availability of the necessary financial 
means for the new agencies to operate correctly and prevent financing new agencies 
through reprogramming or by using the margins: new agencies may need "fresh" 
money. This was deemed particularly important in a phase in which a new wave of 
decentralised agencies was announced, resources were scarce and experience 
showed that the creation of agencies is often more dependent on the will of Member 
States to ensure the presence of a prestigious European agency in its territory than 
of the added value these new agencies may bring in terms of European governance.   

With the development of co-legislative powers of the EP, it became apparent that 
agencies should be created by a legislative act adopted in co-decision between EP 
and Council, thus increasing EP's capacity to shape the structure and modus 
operandi of the agencies.  

At the level of annual budgetary procedures, in 2005 the EP secured additional 
funding for decentralised Agencies of EUR 40 million through the Flexibility 
instrument, aimed at safeguarding and reinforcing Parliament's priorities, and at 
providing Agencies with the necessary funding to carry out their tasks. The increase 
in the number of Agencies and their growing budgetary impact, notably on Heading 
3, was a matter of concern for Parliament, which stressed its political will to further 
reinforce its control of Agencies at both political and budgetary levels.  

During the 2007 budgetary procedure a joint declaration of Parliament, Council and 
the Commission was agreed concerning three new agencies planned. It formalised 
the EP's position on the creation of decentralised agencies (information on budgetary 
impacts, as provided by Article 47 of the new Inter-Institutional Agreement). For 
2007, PDB appropriations were restored by Parliament but partially put in reserve 
pending the communication of the evaluations of Agencies.  

The funding and supervision of EU Agencies were also a central point of discussion 
during the 2008 budgetary procedure. Following the second reading conciliation, 
joint declarations were adopted, aimed at better monitoring the creation, 
development and funding of EU Agencies.  They notably covered: 

o assigned revenues, especially those related to decentralised 
agencies, 

o  the creation, evaluation and funding of EU Agencies 

The volume of budget lines dedicated to the funding of decentralised agencies 
increased by more than 20% and the budget for Frontex doubled, in accordance with 
Parliament's wishes. 

For the 2009 budget, Agencies' assigned revenues and previous years' surpluses 
were taken into account before proposing the EU subsidy for each Agency.  

Finally, concerning the future development of Agencies, a joint declaration requested 
the prompt setting-up of the inter-institutional working group, which was finally 
created in December 2008. This inter-institutional group, in which EP is represented 
by 5 members, will try to reach a common approach to issues such as the role and 
                                                 
4 "47. When drawing up its proposal for the creation of any new agency, the Commission will assess the 
budgetary implications for the expenditure heading concerned. On the basis of that information and 
without prejudice to the legislative procedures governing the setting up of the agency, the two arms of 
the budgetary authority commit themselves, in the framework of budgetary cooperation, to arrive at a 
timely agreement on the financing of the agency."  
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position of agencies in the inter-institutional landscape, the creation, structure and 
operation of those agencies, their funding, budget , management and supervision, 
based on a thorough assessment of the existing situation. Indeed, the Commission, 
with the support of the EP, had previously presented a proposal for an Inter-
institutional Agreement on these issues, but its rejection by the Council led to its 
withdrawal. Currently the work is being developed at technical level and, in parallel, 
an external evaluation of the functioning of the whole system of Agencies is being 
done. It is planned that, by the end of the year, the evaluation and the technical work 
will be completed, in order to allow the working group to carry out its work and reach 
its conclusions by the end of 2010.  
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PILOT PROJECTS AND PREPARATORY ACTIONS 
 

This section provides a definition of pilot projects and preparatory actions and 
describes the rules governing their use, before describing implementation of pilot 
projects and preparatory actions since 2000 and finally considering their impact on 
influencing the legislative agenda.  

1. DEFINITION OF PILOT PROJECTS AND PREPARATORY ACTIONS AND 
RULES GOVERNING THEIR USE  

 
As a general rule, a basic act must be adopted before the appropriations entered in 
the budget for any action by the Communities or by the European Union may be 
used. However, Article 49 of the Financial Regulation5  allows the following to be 
implemented without a basic act provided the actions which they are intended to 
finance fall within the powers of the Communities or the European Union: 

(a) appropriations for pilot schemes of an experimental nature designed to test the 
feasibility of an action and its usefulness. The relevant commitment appropriations 
may be entered in the budget for not more than two successive financial years; 

(b) appropriations for preparatory actions in the fields of application of the EC 
Treaty and the Euratom Treaty and of Title VI of the TEU, designed to prepare 
proposals with a view to the adoption of future actions. The preparatory actions are to 
follow a coherent approach and may take various forms. The relevant commitment 
appropriations may be entered in the budget for not more than three successive 
financial years. The legislative procedure must be concluded before the end of the 
third financial year. In the course of the legislative procedure, the commitment of 
appropriations must correspond to the particular features of the preparatory action as 
regards the activities envisaged, the aims pursued and the persons benefited. 
Consequently, the means implemented cannot correspond in volume to those 
envisaged for financing the definitive action itself. 

Overall limits on the appropriations that may be allocated to pilot projects (PPs) and 
preparatory actions (PAs) are set out in the Interinstitutional Agreement on Budgetary 
Discipline6. For the period 2007-2013 annual appropriations are limited to €40 million 
for pilot projects, €50 million for new preparatory actions and €100 million for all 
preparatory actions. 

2. IMPLEMENTATION OF PILOT PROJECTS AND PREPARATORY ACTIONS 

A study carried out for the Committee on Budgets on the history of PPs and PAs and 
their use since 20007 shows that after a slow start usage of the envelopes allowable 
for PPs and PAs during the period under consideration improved considerably. While 
the ceiling for all PAs was fully respected throughout the entire period, the ceiling for 

                                                 
5 COUNCIL REGULATION (EC, Euratom) No 1605/2002 of 25 June 2002 on the Financial Regulation 
applicable to the general budget of the European Communities (OJ L 248, 16.9.2002, p. 1). 
6 Interinstitutional Agreement of 17 May 2006 between the European Parliament, the Council and the 
Commission on budgetary discipline and sound financial management - Including the multiannual 
financial framework 2007-2013 (OJ No C 139 of 14/06/2006). 
7 Factual Study on the Follow-Up of Pilot Projects and Preparatory Actions, 7.4.2009, available at: 
http://www.europarl.europa.eu/studies. 
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new PAs was exceeded in 2008 and the ceiling for PPs was exceeded in 2006 and 
2007.  

Regarding outcomes, while the majority of PPs that came to an end during 2000-
2008 were continued through transformation into PAs, through incorporation into an 
existing legal base or through the adoption of a new legal base, 40% of them were 
nevertheless abandoned. Only 16% of PAs were abandoned - the rest were 
continued either since the activities covered were already being carried out 
elsewhere, through incorporation into an existing legal base or through the adoption 
of a new legal base. 

During the last financial perspective the greatest share of resources for PPs and PAs 
went on activities in the internal market policy area and in the current financial 
framework the greatest share so far has gone to activities in the field of enterprise.  
The highest shares of the budget accounted for by PPs and PAs occurred in 2001 in 
the field of internal policies (1,1%) and 2007 in the field of citizenship, freedom, 
security and justice (1,5%).  

3. IMPACT OF PILOT PROJECTS AND PREPARATORY ACTIONS 

All three institutions may propose pilot projects (PPs) and preparatory actions (PAs). 
However, the majority of new initiatives proposed to date have come from the 
European Parliament. Since many of these proposals resulted in the adoption of new 
legal bases or modification of an existing legal base to incorporate the activities 
proposed, it is clear that PPs and PAs give the European Parliament an important 
opportunity to take the initiative and influence the legislative agenda. To date PPs 
and PAs proposed by the European Parliament have had legislative consequences in 
many areas of activity, particularly in the field of freedom, justice and security, and 
also in  enterprise, employment and social affairs, agriculture, information society and 
media, education and culture, health and consumer protection and external relations.  
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PART 2 

 

BUDGETARY MECHANISMS IN ANNUAL AND 
MULTIANNUAL PROCEDURES 

 

 
 
 
 
 
 
For further details and background information on the 2007-2013 Multiannual 
Financial Framework and the annual budgetary procedures of the 6th legislature, 
please also refer to the separate study commissioned by the Committee on Budgets 
and carried out by the Policy Department on Budgetary Affairs concerning "the  
Interinstitutional Agreement of 17 May 2006 and the 2005-2009 budgetary 
procedures". 
 
 
 
 
 
 
 
 
 
 



Page 24 of 59 

WHAT IS THE MULTIANNUAL FRAMEWORK? 
 

Annual budgetary procedures take place within a multiannual financial framework 
adopted through an Inter-Institutional Agreement on budgetary discipline and sound 
financial management. 

INTER-INSTITUTIONAL AGREEMENTS IN RELATION TO THE BUDGETARY 
PROCEDURE 
 
Since the 1988 reform, the budgetary procedure has been placed under a 
multiannual financial framework through the adoption of Inter-Institutional 
Agreements (IIA), in order to prevent or overcome the risk of major conflict during 
the annual budgetary procedures. 

Although IIAs have no legal basis under the current Treaty (of Nice), they have 
become the basis for interinstitutional relations in the budgetary domain. Since they 
have been introduced, they have provided for the timely adoption of the annual 
budgets. 

The latest IIA was adopted in 14 May 2006. The purpose of this IIA was to 
reinforce budgetary discipline, to improve the functioning of the annual budgetary 
procedure and cooperation between the institutions on budgetary matters, and to 
ensure sound financial management.  

The IIA is divided into three parts: 
-  Part I: The multiannual financial framework (explained below) 
- Part II: Measures to improve the inter-institutional cooperation during the budgetary 
procedure 
- Part III : The sound financial management of EU funds. 
 
Note:  If the Treaty of Lisbon is adopted, the Multiannual Financial Framework will 
be adapted through a special legislative procedure and will become legally binding 
(article 312 of the Treaty on the Functioning of the European Union, consolidated 
version). 

 

THE 2007-2013 MULTIANNUAL FINANCIAL FRAMEWORK (MFF)  
 

a) Ceilings, Headings and technical adjustment 

• Several ceilings are set 
The decision on own resources sets the overall annual ceiling of own resources 
at 1.24% of the Gross National Income. This ceiling determines the maximum 
amount of annual Community expenditure, in terms of appropriations for payments 
and commitments. 

Under the ceilings set by the decision on own resources, the Financial 
Framework determined limits for the growth of expenditure by category 
('Heading') (see below) for commitment appropriations and on total expenditure for 
payment appropriations each year over the period. 

• Technical adjustment to the Financial Perspective 
Each year, the Commission makes a proposal for a technical adjustment of the 
Financial Framework for the following year. This is notably due to the fact that the 
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financial framework is expressed in constant prices and has to be adjusted each year 
to take account of inflation.  

• EU spending is classified in 6 Headings : 
Heading 1:  Sustainable growth Subheading 1a:  Competitiveness for 

growth and employment 
Subheading 1b:  Cohesion for growth and 
employment 

Heading 2:  Preservation and management of natural resources 
Heading 3:  Citizenship, freedom, 
security and justice 

Subheading 3a:  Freedom, security and 
justice 
Subheading 3b:  Citizenship 

Heading 4:  The EU as a global player 
Heading 5:  Administration 
Heading 6:  Compensation 

The introduction of Financial Framework has facilitated the annual budgetary 
negotiations and led to the development of multiannual financial programming 
instruments (EU multiannual programmes). 

An overview of the 2005-2009 budgets as compared to the annual ceilings of the 
Financial Perspectives / MFF over the period 2005-2009 is presented below. 
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b) Instruments enhancing flexibility 
 
The use of the following instruments enables new commitments appropriations to be 
entered into the budget, if necessary over and above the ceilings laid down in the 
Financial Framework. 

 The revision of the financial framework is another way to deal with 
unforeseen circumstances, provided the own resources ceiling is not exceeded. The 
decision on the revision is taken jointly by the two arms of the budgetary authority, on 
a proposal from the Commission, in accordance with the voting rules under Article 
272(9) of the EC Treaty (however, if the revision equals an amount greater than 
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0.03% of GNI, the Council's decision must be unanimous). The Inter-institutional 
Agreement imposes the following conditions on the procedure for revision of the 
multiannual financial framework:  

- the revision must be proposed and adopted before the start of the budgetary 
procedure for the year (or the first of the years) concerned, 

- to ensure budgetary discipline, prior to any revision, the institution must examine 
the scope for reallocating appropriations either within the heading concerned or by 
offsetting appropriations between different headings of the financial framework, 

- no revision of compulsory expenditure may lead to a reduction in the amount 
available for non-compulsory expenditure, 

- any revision must maintain an appropriate relationship between commitments 
and payments. 

 The Flexibility Instrument covers clearly identified expenditure which could 
not be financed within the limits of the ceilings available for a given financial year. Its 
maximum annual amount is EUR 200 million in current prices. The share of the 
amount which is not used in year N may be carried over up to year N+2, which is a 
new feature compared to any previous Financial Perspective. 

 The Solidarity Fund provides a rapid response in case of major disasters 
occurring on the territory of a Member State or of a candidate country. The annual 
maximum amount may not exceed EUR 1 billion each year in current prices. 

 The Emergency Aid Reserve offers a rapid response to specific aid 
requirements of non-member countries following events which could not be 
planned when the budget was established. First and foremost, it concerns 
humanitarian operations, but can also be used for civil crisis management and 
protection. Following the adoption of the IIA of 17 May 2006, the Emergency Aid 
reserve was excluded from the MFF. The annual amount of the Reserve is set at 
EUR 221 million in current prices. 

 The Globalisation Adjustment Fund was established in December 2005. It 
can provide additional support for workers who are affected by consequences of 
major economic and structural changes; it may not exceed an annual amount of EUR 
500 million per year in current prices. 

 
An overview of the mobilisation of the above instruments from 2007 until mid-2009 is 
presented below. 
 

BUDGET FOR WHAT? INSTRUMENT HOW MUCH? 
(m€) 

Palestine Emergency reserve8 49
Greece, Hungary, Germany, 
France EU Solidarity Fund 1972007 

France, Germany, Finland EU Globalisation 
Adjustment Fund 19

Galileo, CFSP Flexibility 270

Galileo, EIT Revision of MFF  (for 08-13) 1 600
Italy, Malta, Portugal, Spain, 
Lithuania 

EU Globalisation 
Adjustment Fund 49

United Kingdom, Greece, 
Slovenia, France, Cyprus EU Solidarity Fund 281

2008 

Food Facility Emergency reserve (incl. 
top up) 262

                                                 
8 From 2007 onwards (2007-2013 IIA), the emergency reserve comes in addition to the MFF ceilings 



Page 27 of 59 

BUDGET FOR WHAT? INSTRUMENT HOW MUCH? 
(m€) 

Emergency reserve 79

Flexibility 420Food Facility 

Redeployment (08-10) 240

Romania EU Solidarity Fund 12
2009 

Spain EU Globalisation 
Adjustment Fund 3

Revision of MFF 2 600Economic Recovery Plan (Step 
1)      -   of which:   2 000 m€  

offsetting 
2009/2010

/2011 
Economic Recovery Plan (Step 
2) To be decided 2 400
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FIGURES OF THE MULTIANNUAL FRAMEWORK (AFTER THE 2009 REVISION) 
 

(EUR million - current prices)

COMMITMENT APPROPRIATIONS 2007 2008 2009 2010 2011 2012 2013 Total
2007-2013

1. Sustainable Growth 53.979 57.653 61.700 61.782 63.638 66.628 69.621 435.001
1a Competitiveness for Growth and Employment 8.918 10.386 13.272 12.388 12.987 14.203 15.433 87.587
1b Cohesion for Growth and Employment 45.061 47.267 48.428 49.394 50.651 52.425 54.188 347.414

2. Preservation and Management of Natural Resources 55.143 59.193 57.639 60.113 60.338 60.810 61.289 414.525
of which: market related expenditure and direct payments 45.759 46.217 46.679 47.146 47.617 48.093 48.574 330.085

3. Citizenship, freedom, security and justice 1.273 1.362 1.523 1.693 1.889 2.105 2.376 12.221
3a Freedom, Security and Justice 637 747 872 1.025 1.206 1.406 1.661 7.554
3b Citizenship 636 615 651 668 683 699 715 4.667

4. EU as a global player 6.578 7.002 7.440 7.893 8.430 8.997 9.595 55.935

5. Administration (1) 7.039 7.380 7.699 8.008 8.334 8.670 9.095 56.225
6. Compensations 445 207 210 862

TOTAL COMMITMENT APPROPRIATIONS 124.457 132.797 136.211 139.489 142.629 147.210 151.976 974.769

as a percentage of GNI 1,02% 1,08% 1,15% 1,15% 1,13% 1,12% 1,11% 1,11%

TOTAL PAYMENT APPROPRIATIONS 122.190 129.681 121.934 134.155 133.882 140.769 142.683 925.294

as a percentage of GNI 1,00% 1,05% 1,03% 1,10% 1,06% 1,07% 1,04% 1,05%
Margin available 0,24% 0,19% 0,21% 0,14% 0,18% 0,17% 0,20% 0,19%

Own Resources Ceiling as a percentage of GNI 1,24% 1,24% 1,24% 1,24% 1,24% 1,24% 1,24% 1,24%

FINANCIAL FRAMEWORK 2007-2013 REVISED FOR EUROPEAN ECONOMIC RECOVERY PLAN (CURRENT PRICES)

(1) The expenditure on pensions included under the ceiling for this heading is calculated net of the staff contributions to the relevant scheme, within the limit of € 500 million at 
2004 prices for the period 2007-2013.
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ANNUAL BUDGETARY PROCEDURE 

THE ANNUAL BUDGETARY PROCEDURE FOLLOWS A PRAGMATIC 
TIMETABLE 

The Treaty establishing the European Community (Article 272) defines the different 
stages of the budgetary procedure. It establishes the powers of each of the two 
arms of the budgetary authority (European Parliament and Council) and the 
Commission in this procedure. 

Article 272 of the EC Treaty lays down a formal timetable for each stage of the 
procedure. However, with the dual aim of ensuring that the draft budget can be 
examined properly and of making the best use of the time available to the budgetary 
authority, a degree of flexibility has since been introduced into the timetable since 
1988. In practice the time given to the Council and Parliament during each stage of 
the budgetary procedure is longer. A number of Trialogues, as well as other steps, 
have also been introduced to facilitate the decision making process. This pragmatic 
timetable has been operating since the 1977 financial year. 

THE STAGES OF THE BUDGETARY PROCEDURE 

a) The budgetary procedure begins with documents presented by 
the Commission : the Annual Policy Strategy (APS) and the 
Preliminary Draft Budget (PDB) 

Each budgetary procedure begins with the Commission's internal preparation of 
the Preliminary Draft Budget (PDB), a process over which the EP has indirect 
influence, for instance through its resolutions on the Commission's legislative and 
work programme or its resolutions on the Commission's annual policy strategy 
(APS). 

• Commission's phase 

This early phase includes, within the Commission, the orientation debate, the 
annual policy strategy, the hearings, the statement of estimates of the various 
institutions, and finally the presentation of the preliminary draft budget (PDB) to the 
Budgetary Authority. 

The Annual Policy Strategy (APS) is adopted in February and outlines the 
Commission's political priorities for the following year. It identifies the initiatives the 
Commission considers necessary to realise these priorities and defines the 
budgetary framework required to implement them. This decision then serves to guide 
the process of drawing up the preliminary draft budget and as well for programming 
Commission activities for the following year (i.e., it launches the annual planning and 
programming cycle). 

These preliminary stages are completed in full autonomy by the Commission. 

The Preliminary Draft Budget (PDB) is at this stage the only document provided for 
in the Treaty. It is generally published in early May N-1 and it is sent in all languages 
to the budgetary authority in mid-June.  

• Parliament's phase 

In March/April, Parliament adopts a resolution on the Commission's APS in which 
it sets out its own priorities for the forthcoming year and calls on the Commission 
to take these into account when drawing up the Preliminary Draft Budget 
(PDB).  
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A resolution may be adopted after the presentation of the PDB. It outlines the 
Parliament's initial assessment of the Commission's proposal and sets up EP's 
political priorities for the next year at an early stage. 

• Council's phase 

The Council also sets outs its priorities at this stage of the budget procedure, 
normally in the form of a resolution adopted after the Commission's presentation of 
the APS, but before the presentation of the PDB. 

• Trialogue 

Under the Inter-institutional Agreement, a Trialogue between the representatives of 
the Parliament, the Council and the Commission must take place after the technical 
adjustment of the financial framework (see above) and before the establishment of 
the Preliminary Draft Budget by the Commission, in order to discuss the possible 
priorities for the next financial year. 

b) The EP first reading takes place after the Council has adopted the 
Draft Budget (DB) 

During the month of June and July in the year N, the PDB for N+1 is discussed and 
scrutinised prior to the Council's first reading. After adoption at the end of July, the 
Council sends its Draft Budget (DB) to the Parliament.  

Before the Council adopts the Draft Budget, a so-called Conciliation meeting is 
arranged, as per the Inter-institutional Agreement. This Conciliation takes place in 
two stages. A first preparatory step consists of a Trialogue in order to explore 
whether there is scope for any early agreements on certain aspects of the budget. 
The second step consists in the formal Conciliation meeting itself. In order to have 
a real mandate from the full Parliament at this conciliation, after the Trialogue, the 
Budgets Committee normally tables a resolution to the plenary in which it outlines the 
main issues to be raised with the Council and the main positions the Parliament's 
delegation could take. 

The Parliament's first reading takes place during the months of September and 
October of the year N. At this stage, the DB is examined by BUDG and specialised 
committees. The latter's amendments are then scrutinised by BUDG which gives its 
opinion on them. Those amendments with a negative opinion from BUDG may be 
retabled and would need a qualified majority in Plenary to be adopted. BUDG has an 
overall responsibility on each of the readings until their adoption in Plenary. Before 
the adoption of Parliament's first reading, a third Trialogue and a Conciliation meeting 
are organised in order to find common view on outstanding issues. 

During their first readings, both institutions take into consideration explanatory 
documents such as, for example, the Activity and Financial Statements that 
accompany the PDB. These documents aim at describing and analysing the budget 
proposals in more detail, especially through an assessment of the performance of the 
different activities. 

c) Second readings of Council and Parliament  
The procedure for the Council's second reading, which takes place at the end of 
November in the year N, is very similar to the Council's first reading: The DB is 
modified on the basis of the proposed modifications accepted by the Council. 
Generally, the Council restores its first reading figures. Before the Council adopts its 
second reading a fourth Trialogue is organised. Finally, in December of year N the 
Parliament adopts the General Budget, through its second reading. It should be 
noted that the budget as a whole can be rejected by the Parliament.  
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When the budget is adopted, the Commission's DGs and services adapt their own 
work programme, called Annual Management Plan (AMP), for year N+1 to the 
changes brought as compared to the PDB. The AMP is based on the concept of 
activity-based management (see glossary). Should the budget not be adopted, the 
system of "provisional twelfths" (art. 273 of EC Treaty) comes into force allowing 
expenditure each month, in respect of any chapter of the budget, of a sum equivalent 
to not more than one twelfth of the budget appropriations for the preceding financial 
year. 

Focus on Trialogues and Conciliation meetings 

During the budgetary procedure, Trialogues and Conciliation meetings are key steps 
of the procedure aimed at reaching agreements in an easier way. 

Trialogues and Conciliation meetings are not laid down in the Treaty. They are 
organised between the three institutions at each major step of the budgetary 
procedure and each time it is necessary to discuss specific points (see below). 

They are organised in order to facilitate an overall agreement on the budget taking on 
board EP's and Council's major priorities.   

AMENDING BUDGET CAN BE VOTED DURING THE IMPLEMENTATION OF THE 
BUDGET 

In unavoidable, exceptional or unforeseeable circumstances, the Commission may 
have to propose, during year N, amendments to the budget as adopted, in the form 
of preliminary draft amending budgets. Amending budgets are also used to enter 
the balance from the previous year (N-1) in the budget for the current year (N). 
Amending budgets are subject to the same procedural rules as the general budget. 
 

A QUICK OVERVIEW OF THE ANNUAL TIMETABLE 
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THE IMPACT OF THE LISBON TREATY  

Should the Lisbon Treaty enter into force, it will bring dramatic changes to the annual 
budget timetable and procedure. 

One of the main changes comes from the suppression of the distinction between 
compulsory and non-compulsory expenses (CE/NCE):  the role of the two branches 
of the budgetary authority – EP and Council – will be the same concerning the whole 
of the budget. The budgetary procedure will, as such, become a "special" co-
decision, in which EP and Council will have to agree on the whole of the budget. 

Under the new provisions, the draft budget (DB) will be prepared by the Commission, 
which acquires the right of initiative concerning the budgetary procedure9.  There will 
be a single reading by each branch of the budgetary authority, the current second 
reading being replaced by a conciliation procedure.  

The DB of the Commission is sent to EP and Council by 1 September; 

The Council must adopt its position on the DB by 1 October; 

The EP must then adopt a position within the next 42 days: 

 - if the EP approves the position of the Council as it is or does not adopt a 
position, the budget is deemed adopted. 

 - if the EP adopts amendments (by a majority of its component members), 
its President, in agreement with the President of the Council, shall ‘immediately’ 
convene a meeting of the Conciliation Committee10.  

The Conciliation Committee, which must be composed of ‘the members of the 
Council or their representatives and an equal number of members representing the 
European Parliament’, has then 21 days to reach agreement.11  

If the Conciliation Committee does not reach agreement within 21 days, the budget is 
deemed not to have been adopted and a new procedure must begin with the 
submission by the Commission of a new draft budget. 

If the Conciliation Committee reaches agreement on a compromise text, the EP and 
the Council have 14 days to deliver an opinion on this text: the budget is approved if 
neither of the two institutions rejects it, the Council acting by qualified majority and 
Parliament by a majority of its component members12.  

If both institutions reject it, the Commission must submit a new draft budget.  

                                                 
9 As a consequence the Commission may modify its draft budget. However, Article 250(2) TFEU limits 
that possibility until such time as the Conciliation Committee is convened. 
10 Unless if, within 10 days of the draft being forwarded, the Council informs the EP that it has approved 
all its amendments. In this event, the Conciliation Committee does not meet, as the budget is deemed 
adopted as amended.  
11 The Commission takes part in the Conciliation Committee’s proceedings and, under the TL, must take 
‘all the necessary initiatives with a view to reconciling the positions of the European Parliament and the 
Council’.  
12 In other words: if both institutions approve it, if neither takes a decision or if one adopts it while the 
other fails to take a decision. 



Page 33 of 59 

The same applies if the EP rejects it (by an absolute majority of its members) and the 
Council does not (either approving it or not taking a decision).  

On the other hand, if the EP approves it (by simple majority) and the Council rejects 
it, the EP has the opportunity to reconfirm – within 14 days of rejection by the Council 
– the amendments that it adopted at first reading, provided it does so by a majority of 
its component members and three fifths of the votes cast. In this case, the budget is 
deemed adopted with the amendments confirmed by the EP. If the EP does not 
succeed in confirming all its amendments, the Conciliation Committee text on the 
budget lines concerned is retained.  

The conclusion is that Parliament sees its role strengthened in the new budget 
procedure:  it will have a decisive word to say concerning the whole budget; no 
annual budget may be adopted without the EP’s agreement, but the EP may approve 
a budget against the wishes of – or in the absence of an opinion from – the Council13.  

This procedure will, nevertheless, require a reinforcement of the internal and inter-
institutional mechanisms of dialogue in the preparation of the budgetary procedure. 
The suppression of the second reading and the strengthened timetable for each step 
of the procedure will require an excellent preparation at political, technical and 
strategic level of each institution, as there will be fewer possibilities for ‘corrections’. 

In principle, the pragmatic calendar agreed amongst the institutions should be kept or 
even anticipated.  A number of questions concerning the organisation of the 
conciliation phase, the flow of information between the institutions, etc. - notably the 
format of the EP delegation and the Council delegation, chairmanship, the duration of 
the Conciliation Committee - should be agreed in advance at interinstitutional level if 
the success of the new procedure is to be guaranteed.  
 

The different outcomes of the procedure may be synthesised as follows: 

EP approves + Council approves = budget adopted 

EP approves + Council does not deliver an 
opinion = budget adopted 

EP approves + Council rejects = budget adopted in accordance with EP 
amendments or joint text 

EP does not deliver an opinion + Council 
approves = budget adopted 

EP does not deliver an opinion + Council 
does not deliver an opinion = budget adopted 

EP does not deliver an opinion + Council 
rejects = budget rejected 

EP rejects + Council approves = budget rejected 

EP rejects + Council does not deliver an 
opinion = budget rejected 

EP rejects + Council rejects = budget rejected 

 
 
                                                 
13 Although this is a rather theoretical possibility, as it seems difficult that the Council rejects a text that 
its delegation, composed by a representative of each Member State, negotiated and accepted. 
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2005 BUDGETARY PROCEDURE 
Rapporteurs:   Mr Salvador Garriga Polledo (Section III - Commission) 

Mrs Anne E. Jensen (Other Sections - other Institutions) 

 

2005 was the first full year for the European Union with 25 Member States. Both a 
newly elected European Parliament and a newly appointed Commission took office in 
the course of 2005 budgetary procedure. It was also the second year the Activity-
Based Budgeting (ABB) nomenclature was implemented, but the first year for which 
all proposals and decisions were based on the ABB classification. 

The 2005 budgetary procedure appeared easier than 2004's despite the fact that the 
available margin was lower than that resulting from Commission's initial financial 
programming, especially for Headings 3 "Internal policies", 4 "External actions" and 5 
"Administration" of the Financial Perspective. This was due to the annual technical 
adjustment to the financial perspective following the evolution of prices and of the 
Gross National Income (GNI). 

The adopted budget reached EUR 116 554 million euro in commitments (1.10% of 
EU25 GNI) and EUR 106 300 million in payments (1.00% of EU25 GNI). 
Commitments increased by 6.2% and payments by 4.4%. 

The main points of discussion were traditional points of contention, i.e. Headings 4 
"External actions" and 5 "Administration", the mobilisation of the Flexibility Instrument 
and the level of payments. For the latter, EP's first reading position was to generally 
restore the PDB and also sometimes increase the payments above PDB 
appropriations, with the aim of reducing the level of outstanding commitments 
(RALs). Moreover, quite unusually, the content of the annual agricultural amending 
letter was already endorsed by the Budgetary Authority in the Conciliation meeting, 
with the exception of a pilot project initiated later by Parliament (a study relating to 
EU fisheries agreements). 

Compared to 2004 budget, the large increase in appropriations for payments (+ 
EUR 9.7 billion) was mainly due to the complete integration of the new Member 
States, the effects of the 2003 reform of the common agricultural policy (with an 
increase of agricultural expenditure by some 10%) and better implementation 
forecasts for Structural Funds. 

The Parliament obtained guarantees for sufficient appropriations to cover 
agricultural and structural actions expenditure through a joint commitment of the 
EP, the Council and the Commission to present and adopt swiftly any amending 
budget in case in case implementation capacities in Member States increase. An 
extension of the Peace II programme for Northern Ireland had also been ensured 
for 2005 and 2006. 

The two arms of the budgetary authority agreed on specific information to be 
delivered to the EP by the Commission in the context of the Common Foreign and 
Security Policy (CFSP). 
External actions focused, among others, on support for restoring peace and 
democracy. For the second year running, substantial support for Iraq was included 
under this Heading in accordance with EP wishes.   In total EUR 200 million were 
available for this purpose. 

The new neighbourhood policy had also been secured by the Parliament. 
Commitments for pre-accession aid amounted EUR 2.1 billion, including, for the first 
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time, Croatia. A EUR 120 million aid package was committed for economic 
development of the Turkish Cypriot Community. 

The Solidarity Fund was mobilised for an overall amount of EUR 98.55 million (for 
Slovakia, Baltic countries and Sweden). The Flexibility Instrument was mobilised 
for EUR 185 million for Peace II (45 million), decentralised agencies (40 million) and 
reconstruction in Iraq (100 million).  The Emergency reserve was also used three 
times in the course of 2005 (twice for 2004 Indian Ocean Tsunami (EUR 170 million) 
and once for the earthquake in Kashmir (EUR 40 million)). 

The above mentioned additional funding for decentralised Agencies (EUR 40 
million through the Flexibility instrument) aimed at safeguarding and reinforcing 
Parliament's priorities, and at providing Agencies the necessary funding to carry out 
their tasks.  However, the increase in the number of Agencies and their growing 
budgetary impact, notably on Heading 3, was a matter of concern for Parliament, 
which stressed its political will to further reinforce its control on Agencies at both 
political and budgetary levels.  

 
PARLIAMENT'S OWN BUDGET 
Parliament's own 2005 budget was characterised by the enlargement process, i.e. 
making new resources and posts available to cater for the countries that had joined 
the EU in 2004.  Some 180 additional posts were created in this year alone.  Also, 
the Budgets Committee agreed to endorse the Bureau's decision concerning 
purchase contracts for the new D4/D5 buildings (now re-named the Willy Brandt, and 
József Antall buildings). 
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2006 BUDGETARY PROCEDURE 
Rapporteurs:   Mr Giovanni Pittella (Section III - Commission) 
Mr Valdis Dombrovskis (Other Sections - other Institutions) 

 

2006 was the last year of the so-called "Agenda 2000" Programming Period. A 
specific feature of 2006 budgetary procedure was the failure to reach an agreement 
during the Conciliation meeting before Council's second reading. An agreement was 
only reached one week later during an extraordinary Trialogue. 

The 2006 budget was set to EUR 121 191 million in commitments and EUR 111 970 
million in payments (respectively 1.09% and 1.01% of EU-25 GNI, i.e. EUR 2 504 
and 7 323 million below the levels set by Financial Perspective ceilings). 

The main controversial points concerned the level of payments, the financial 
envelopes of some co-decided programmes, the recruitment of new officials following 
the 2004 enlargement, the use of the Flexibility Instrument (see below) and the CFSP 
budget. 

Parliament insisted on the principle to allocate fresh money to new political 
priorities in order to preserve the agreed funding for existing programmes. Policy 
priorities of Parliament consisted of the wish for a better implementation of the Lisbon 
and Goteborg strategies, the promotion of EU's information policy, the elaboration of 
a European Youth Pact, and the reinforcement of EU's external actions. 

In its first reading, Parliament adopted as a negotiating position to go beyond the 
ceilings of the Financial Perspective for Headings 2, 3 and 4 and to slightly reduce 
the CFSP appropriations. In doing so, Parliament clearly refused to jeopardise its 
priorities and criticised the Council's incoherence in reducing Heading 4 expenditure, 
apart from the CFSP, for which the information received was still considered 
unsatisfactory. 

Following the 2004 enlargement, six co-decided programmes were allocated 
additional funds, within the ceilings of Heading 3, as compared to their initial 
codecided financial envelopes. In this way, Parliament obtained EUR 100 million 
extra funding for Lisbon Strategy related programmes, including Youth and 
education.  

Parliament obtained an agreement to offset a EUR 655 million increase in Heading 
1b "Rural development" by a decrease of the same amount in Heading 1a, with a 
view to implement the modulation measures related to CAP reform. 

Under Heading 4 while the CFSP budget was increased to EUR 102.6 million, 
Parliament obtained a joint declaration (EP-Council), which strengthened its 
information on CSFP matters by confirming the joint declaration of November 2002 
(establishing joint meetings) and raising the level of representation of the Council to 
Ambassador level. 

There was a common agreement to mobilise the Flexibility Instrument for an 
amount of EUR 275 million, exceeding its annual ceiling of EUR 200 million 
thanks to the available amount carried over from previous years. Four Heading 4 
actions were financed: three priorities of the Parliament (tsunami, consequences of 
the Sugar protocol Reform, reconstruction for Iraq) and CFSP. 
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The level of payments had been particularly controversial during 2006 budgetary 
procedure. Compared to Parliament's and Council's traditional views14, negotiating 
positions were indeed more unyielding, since 2006 budget was to constitute a point 
of reference for both the negotiation of the 2007-2013 Multiannual Financial 
Framework and the 2007-2013 budgets in case no agreement was reached for the 
next Financial Framework. 

The Emergency reserve was used twice in order to finance aid to Darfur, the West 
Bank, the Gaza strip, the Palestinian people and Lebanon for a total amount of EUR 
180 million. The Solidarity Fund was used once to cover 2005 floods in Austria, 
Bulgaria and Romania for an amount of EUR 106 million. 

On the legislative side, a revision of the Implementing Rules of the Financial 
Regulation took place in 2005, in order to take into account the new directive on 
public procurement (please refer to the previous section on EP's main achievements 
for the legislature). 

 

PARLIAMENT'S OWN BUDGET 
As far as Parliament's own Budget is concerned, the recruitment of staff from new 
Member States continued throughout 2006 in order to reach agreed levels and 
budgetary provisions were made to this end. At the same time, appropriations were 
included in the budget for the next enlargement (Bulgaria and Romania) on the basis 
of estimated needs. The Budgets Committee requested that all Institutions analyse 
progress in the recruitment of staff from the new Member States.  It also agreed to 
continue a policy of acquisition with regard to its buildings (rather than renting) and 
called for a higher level of staff redeployment. 

                                                 
14 Council wants to reduce payments to align them with anticipated implementation needs 
while EP wants to give adequate funding to political priorities and to absorb the level of RALs. 
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2007 BUDGETARY PROCEDURE 
Rapporteurs:   Mr James Elles (Section III - Commission) 

Mr Louis Grech (Other Sections - other Institutions) 

 

Given the time devoted to the negotiations and the adoption of the Interinstitutional 
Agreement of 17 May 2006 and the 2007-2013 Multi-annual Financial Framework 
(MFF), the agenda of the budgetary procedure was delayed and some of its steps 
were carried out in a simplified form. As in 2005, the Conciliation meeting preceding 
the Council’s second reading was complemented by a Trialogue in December 2006 
because of difficulties to reach a second reading agreement. 

The 2007 budget was set to EUR 126 551 million in commitments and EUR 115 497 
million in payments (respectively 1.08% and 0.99% of EU GNI, i.e. EUR 1 850 and 
8 369 million below the level set by the MFF ceilings). 

As compared to previous years, the focus of negotiations shifted from the use of 
the Flexibility Instrument and the respect of the ceilings to delivering value for money 
(promoting more efficient and more effective spending), the revision of the Financial 
Regulation, the recruitment of new Member States officials' and job cuts proposed by 
the Council (related to its draft declaration on "productivity programme"). Still, the 
level of payments and CFSP remained important points of discussions. 

The 2007 budgetary procedure was a complicated one for the Council since it had 
difficulties to reach a qualified majority on several issues, notably the "productivity 
gains" approach supported by the Finnish Presidency, which failed to reach an 
agreement for a Council's declaration on this issue. The Parliament opposed the 
job cuts proposed by the Council and set a reserve on staff salaries in order to get a 
commitment to carry out a substantive screening exercise providing a mid-term 
evaluation of the Commission's staff needs and the proportion of staff allocated to 
administrative and support function. 

Parliament also strategically put the Council in a difficult position by deciding not to 
propose the use of the Flexibility Instrument as a complementary means of finance 
and by insisting on the revision of the Financial Regulation (FR) as a sine qua non 
condition for any agreement on the 2007 budget. This allowed an agreement to be 
reached on the revision of the FR and to overcome the reluctance of certain Member 
States to introduce new provisions on the sound financial management of EU funds 
and especially internal control. 

The value for money approach (see above) was introduced in the annual budgetary 
procedure on a permanent basis, as provided for in the joint statement of the EP and 
the Commission. 

Other positive elements for the EP have to be highlighted. While the PDB amount for 
CFSP budget was restored, the EP ensured that no change was made in the CFSP 
nomenclature and obtained new rights of information, such as briefings on matters 
of importance for the EP or written information concerning the appointment of EU 
Special Representatives. 

A joint declaration of the EP, the Council and the Commission was taken concerning 
the three new agencies planned in the 2007 budget. It formalised the EP position on 
the creation of decentralised agencies (information on budgetary impacts, as 
provided by Article 47 of the new Inter-Institutional Agreement). 
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The Globalisation adjustment fund was created with a maximum annual amount of 
EUR 500 million in commitments and was mobilised twice for France, Germany and 
Finland (EUR 18.6 million). 

The Emergency reserve was used once in 2007 for an amount of EUR 49.2 million, 
in view of coping to the crisis situation in Gaza and the West Bank. The Solidarity 
Fund was mobilised twice during 2007, once for floods in Greece (EUR 9.3 million) 
and Hungary (EUR 15.1 million), and the second time for Germany (violent storms, 
EUR 166.9 million) and France (hurricane, EUR 5.3 million). 

The unusual number and level of reserves entered in the Budget (initially EUR 
4 440 million in commitments, EUR 3 500 million remaining after the second reading) 
resulted mainly from the late adoption of about 30 basic acts15 following the late 
agreement of Member States on a common proposal for the new MFF, as well as 
from the concerns of the Budgetary authority as to its prerogatives following the 
introduction of voluntary modulation in Agricultural expenditure (i.e. voluntary transfer 
of funds from direct agricultural support (CAP "first pillar") to rural development (CAP 
"second pillar")). 

From a legislative point of view, a large revision of the Financial Regulation and 
its implementing rules was carried out in 2006. The most controversial points 
related to the database of parties excluded from public procurement, transparency on 
the final beneficiaries of agricultural subsidies (for which the Commission ensured the 
disclosure of information in the sector-specific implementing Regulations), and the 
financing of European political parties, for which the EP succeeded in enhancing 
European political parties' capacities of long term financial planning by the 
introduction of an exception to the non-profit rule in order to allow the carry-over of a 
part of the surplus.  

 
PARLIAMENT'S OWN BUDGET 
For Parliament's own Budget, the Budgets Committee regretted that insufficient 
attention, in its view, was being paid to expenditure resulting from Parliament's three 
different places of work. In its resolution, it assessed such costs to be 16% of the 
overall budget, i.e. some EUR 200 million.  Communication policy received a major 
boost in the budget, appropriations being directed towards the Visitors Centre, 
modern audiovisual equipment, and the new web-site project. Additional 
appropriations were decided to cover enlargement related expenditure following the 
accession of Bulgaria and Romania. 

                                                 
15 The so called "Prodi package", covering subjects such as migration, youth or research etc 
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2008 BUDGETARY PROCEDURE 
Rapporteurs:   Mr Kyösti Virrankoski (Section III - Commission) 

Mr Ville Itälä (Other Sections - other Institutions) 

 

The 2008 budgetary procedure showed that, despite the Council's traditional 
opposition, it was necessary to revise the MFF already the first year after its entry 
into force, in line with EU's priorities, such as Galileo and the European Institute of 
Technology (EIT). 

The 2008 budget was set to EUR 129 150 million in commitments and EUR 120 347 
million in payments (respectively 1.03% and 0.96% of EU GNI, i.e. EUR 3 693 and 
9 650 million below the level set by the MFF ceilings). 

For the 2008 budgetary procedure, the main points of discussion between 
Parliament and Council included the financing of Galileo, staff matters and 
recruitment (as was the case the year before), Heading 4 expenditure, the funding 
and supervision of EU Agencies, and the use of the various financing instruments 
mentioned in the IIA. 

One of the most significant matters of dispute concerned Galileo and the EIT for 
which the EP called for a revision of the multiannual financial framework. EP wanted 
to secure the financing of Galileo and the EIT through the EU Budget, without 
jeopardizing the necessary financial means of the Lisbon Agenda multiannual 
programmes. EUR 3.7 billion were secured for Galileo and the EIT until 2013. 
Various financing instruments were used, including a revision of the 2007-2013 
MFF (1.6 billion), the mobilisation of the Flexibility Instrument (200 million), the use of 
margins (300 million) as well as redeployments (200 million) and repriorisation (400 
million). 

The EP obtained financing for the increased needs in Heading 4 expenditure. Once 
again, this was only possible through the mobilisation of the Flexibility Instrument, 
which highlights the chronic underfinancing of Heading 4. Whereas the financial 
needs of the CFSP (including EU police missions in Kosovo) were satisfied, the EP 
obtained Commission's commitment to hold regular political dialogue three times a 
year with the EP on democratic scrutiny and coherence of EU external actions. 
EP also highlighted Commission's weaknesses in programming needs in this area. 

Significant increases proposed by the Parliament concerned aid for Palestine (for 
instance, aid to vulnerable families and assistance to public service providers) and 
Kosovo (for instance, transition and institution-building assistance). Excluding CSFP 
funding, Kosovo was allocated EUR 265 million and Palestine EUR 300 million in 
commitments, i.e. roughly twice as much as Commission's initial proposal in the 
PDB. Some amounts were put in reserve by the EP for Iraq pending additional 
information on the use of funds. 

EU Agencies were also a central point of discussion during the procedure. Following 
the second reading conciliation, joint declarations were adopted, aimed at better 
monitoring of the creation, development and funding of EU Agencies. The volume of 
budget lines dedicated to the funding of decentralised agencies increased by more 
than 20% and Frontex’s budget doubled, in accordance with Parliament's wishes. 

Heading 5 ”Administrative expenditure” increased by 4.4%, notably due to the needs 
related to enlargement. The so-called “screening report” on Commission’s human 
resources called for by the EP in 2006 was presented in April 2007. 
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It should be noted that 2008 budget was the first one in which expenditure related to 
growth and employment (Heading 1 - 44.9% of 2008 budget) was greater than that 
related to agriculture (Heading 2 - 42.6% of 2008 budget), one year earlier than 
foreseen by the MFF profile, and even before including the additional funding of 
Galileo under Heading 1a. While Heading 2 appropriations decreased compared to 
2007, with a shift towards rural development expenditure, the appropriations provided 
for  in Heading 1 increased significantly. The question of Member States’ annual 
summaries in the context of shared management was also raised during the 
budgetary procedure.  

The Parliament's motto was to establish a "budget for results". The implementation 
of ABB/ABM was discussed and analysed by both arms of the budgetary authority. 
Studies were launched by the Parliament and the Commission, and an EP Initiative 
report was adopted in March 2009. 

In 2008, the Flexibility Instrument was mobilised for Heading 1a (Galileo) and 
CFSP for a total amount of EUR 270 million. The European Globalisation 
Adjustment Fund was mobilised in favour of five countries (Italy, Malta, Portugal, 
Spain and Lithuania) for EUR 49 million. An amount of EUR 281 million from the 
Solidarity Fund was allocated to the United Kingdom, Greece, Slovenia, France and 
Cyprus. 

 

PARLIAMENT'S OWN BUDGET 
Concerning Parliament's own Budget, a pilot project enabling members to receive 
individual interpretation was agreed and voted. EP budget endorsed the will for 
Parliament to comply with environmental standards (EMAS certification) and called 
on the administration to accelerate this process (which has subsequently been 
completed). Budgetary provisions were made pending the adoption of a legal basis 
for financing European Political Foundations. Two new DGs were set up, and 
budgetary appropriations were agreed in order to strengthen service to members. 
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2009 BUDGETARY PROCEDURE 
Rapporteurs:   Mrs Jutta Haug (Section III - Commission) 

Mr Janusz Lewandowski (Other Sections - other Institutions) 

 

The 2009 budget procedure was the last one adopted during EP's 6th legislature.  
The 2009 budget was set at EUR 133 846 million in commitments and EUR 116 096 
million in payments (respectively 1.03% and 0.89% of EU GNI, i.e. EUR 3 187 and 
8 084 million below the level set by the MFF ceilings). 

Among the main issues raised during the negotiations, there were traditional 
subjects of concern of the Parliament such as low margins under Heading 4, the level 
of payments and the budgetary implementation of the cohesion policy. New financing 
needs also arose such as the food facility instrument and the European recovery plan 
aimed at addressing the economic downturn. The EP also stressed the need for 
adequate resources for its priorities such as climate change, competitiveness for 
growth and employment and a Common Immigration Policy. 

The PDB was strongly criticised by Parliament for its low level of payments as a 
percentage of GNI. There was an unprecedented 3% decrease in the level of 
payments between the 2008 budget, as adopted by Parliament in December 2007, 
and the 2009 PDB. These reductions affected mainly the cohesion policy, but also 
the Citizenship and External actions Headings. After Council’s cuts, the EP increased 
the level of all Headings above the PDB’s level, Headings 1 and 3 benefiting from 
most of the additional payments proposed. 

Finally, the 2009 budget payment appropriations represented a modest increase over 
the final 2008 Budget (i.e. including amending budgets adopted in 2008). As a pre-
condition to agree on the budget, the EP demanded an acceleration and 
simplification of the implementation of Structural and Cohesion funds. This was 
formalised by a joint declaration on the implementation of Cohesion policy, to which 
appropriate follow-up measures at political and technical levels were requested. The 
EP and the Council also asked the Commission to rapidly assess the most critical 
aspects of the management and control systems, in order to enable the interim 
payments to commence. Moreover, in a unilateral declaration, the EP expressed its 
concerns about the low level of budgetary implementation and payments for 
cohesion policy, which did not allowed EU to face its challenges, notably in the 
context of the economic crisis.  
Concerning the EU contribution to the European recovery plan, which amounted to 
some EUR 30 billion, the EP supported a revision of the MFF in order to provide an 
additional stimulus to the economy of EUR 5 billion (to be financed by unspent 
funds). This funding was dedicated to energy projects, under Heading 1. Under 
Heading 2, it was dedicated to broadband internet access in rural areas and 
strengthening operations related to the "new challenges" defined in the context of the 
Health Check of the Common Agricultural Policy. An agreement was reached on this 
point at the Trialogue of April 2009. 

Concerning Heading 4, the Commission acknowledged that the EU's ability to 
respond to unforeseen crises was quite limited and committed itself to an overall 
assessment of the situation within Heading 4, as called for by the Parliament. This 
evaluation report is expected by September 2009.  

The EP reached an agreement on the financing of the food facility, aimed at 
providing a rapid response to soaring prices in developing countries. An arrangement 
was found to finance the food facility not under Heading 2 but under Heading 4. An 



Page 45 of 59 

amount of EUR 1 billion over a three-year period (2008-2010) was decided and, to 
avoid jeopardising existing actions and priorities, funded from the Emergency Aid 
reserve, the increase of this latter's ceiling for 2008 through an adjustment to the IIA, 
the mobilisation of the Flexibility Instrument, and a re-deployment of the non-
programmed envelope of the Instrument for Stability. A joint declaration on the food 
facility also asked the Commission to ensure consistency and complementarity with 
the European Development Fund (EDF). 

Concerning Agencies, a joint declaration requested the prompt setting-up of the 
inter-institutional working group, which was finally created in December 2008. 

The Parliament decided to give more visibility to certain EU actions, by the 
creation of specific budget lines devoted to climate change, the Small business act, 
Georgia, EU Baltic Sea strategy, the adaptation of fishing fleet to the increase of fuel 
prices. 

Moreover an early communication of Parliament's intention regarding pilot projects 
and preparatory actions was made to the Commission's services to allow for a 
smoother and timelier decision process on these. 

 

PARLIAMENT'S OWN BUDGET 
As far as EP's own Budget is concerned, 2009 saw various budget adaptations 
addressing important statutory changes, i.e. the introduction of a Members' Statute, 
the new Regime for parliamentary assistants and, also, the cancellation of 
appropriations originally planned to cope with certain provisions of the Lisbon Treaty.  
Also, provisions were made in view of the 2009 elections, notably as concerns 
communication activities. A pilot project on "improved cooperation" between the 
COBU and the Parliament's Bureau was initiated. Also, for the first time, a 
comprehensive ('analytical') overview of the staffing levels, which had been 
requested by BUDG, was provided as a basis for discussions. 
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FIGURES OF THE ANNUAL BUDGETS 
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2004 Budget PDB Council 1st Reading  EP 1st reading 
(incl. ABs 1-10) (incl. PDALs 1-3) (incl. voted* ALs 1-3) (incl. voted* ALs 1-3) 2005 Budgetary Procedure Fin.Pers. 

2005 
Commitments Payments Commitments Payments Commitments Payments Commitments Payments 

1.  Agriculture 51.439.000.000 45.081.285.000 43.993.285.000 50.451.450.000 49.889.850.000 49.676.450.000 49.114.850.000 50.722.950.000 50.161.350.000 
   -  Agricultural expenditure 44.598.000.000 38.545.285.000 38.545.285.000 43.610.450.000 43.610.450.000 42.835.450.000 42.835.450.000 43.881.950.000 43.881.950.000 
   -  Rural Development & supporting 
measures 6.841.000.000 6.536.000.000 5.448.000.000 6.841.000.000 6.279.400.000 6.841.000.000 6.279.400.000 6.841.000.000 6.279.400.000 

2.  Structural Operations 42.441.000.000 41.030.673.000 34.522.302.882 42.438.497.444 35.396.027.704 42.423.497.444 32.396.027.704 42.424.497.444 36.204.987.338 
   -  Structural Funds 37.247.000.000 35.348.673.000 31.722.302.882 37.306.564.455 32.390.527.704 37.291.564.455 29.390.527.704 37.292.564.455 33.199.487.338 
   -  Cohesion Fund 5.194.000.000 5.682.000.000 2.800.000.000 5.131.932.989 3.005.500.000 5.131.932.989 3.005.500.000 5.131.932.989 3.005.500.000 
3.  Internal Policies 9.012.000.000 8.704.761.754 7.510.377.641 8.958.583.120 7.728.621.139 8.903.343.120 7.686.181.139 9.026.328.620 7.894.445.939 
4.  External Actions 5.119.000.000 5.176.551.000 4.950.907.978 5.169.000.000 5.000.179.000 5.039.600.000 4.976.179.000 5.244.000.000 5.504.197.950 
5.  Administration 6.360.000.000 6.121.983.823 6.121.983.823 6.380.997.612 6.380.997.612 6.300.428.657 6.300.428.657 6.377.784.182 6.377.784.182 
6.  Reserves 446.000.000 442.000.000 442.000.000 446.000.000 446.000.000 446.000.000 446.000.000 446.000.000 446.000.000 
7.  Pre-accession Strategy 3.472.000.000 1.733.261.220 2.856.200.000 2.075.000.000 3.225.090.000 2.081.000.000 3.025.090.000 2.080.000.000 3.626.690.000 
8.  Compensation 1.305.000.000 1.409.545.056 1.409.545.056 1.304.988.996 1.304.988.996 1.304.988.996 1.304.988.996 1.304.988.996 1.304.988.996 
TOTAL 119.594.000.000 109.700.060.853 101.806.602.380 117.224.517.172 109.371.754.451 116.175.308.217 105.249.745.496 117.626.549.242 111.520.444.405 

Compulsory expenditure   41.490.416.176 41.544.750.814 46.536.555.944 46.562.574.944 45.744.226.944 45.785.245.944 46.802.068.505 46.843.603.205 
Non-compulsory expenditure   68.209.644.677 60.261.851.566 70.687.961.228 62.809.179.507 70.431.081.273 59.464.499.552 70.824.480.737 64.676.841.200 
Appropriations as a % of GNI 1,08%   1,01%   1,03%   0,99%   1,05% 

 
Council 2nd reading Adopted Budget (EP2L) 2005 Final Budget 

(incl. ALs 1-3) (incl. ALs 1-3) (incl. ABs 1-8) 2005 Budgetary Procedure 
Commitments Payments Commitments Commitments Payments Payments 

1.  Agriculture 49.676.450.000 49.114.850.000 49.676.450.000 49.026.450.000 48.464.850.000 49.114.850.000 
   -  Agricultural expenditure 42.835.450.000 42.835.450.000 42.835.450.000 42.185.450.000 42.185.450.000 42.835.450.000 
   -  Rural Development & supporting 
measures 6.841.000.000 6.279.400.000 6.841.000.000 6.841.000.000 6.279.400.000 6.279.400.000 

2.  Structural Operations 42.423.497.444 32.396.027.704 42.423.497.444 42.420.297.444 32.396.027.704 32.396.027.704 
   -  Structural Funds 37.291.564.455 29.390.527.704 37.291.564.455 37.288.364.455 30.290.527.704 29.390.527.704 
   -  Cohesion Fund 5.131.932.989 3.005.500.000 5.131.932.989 5.131.932.989 2.105.500.000 3.005.500.000 
3.  Internal Policies 8.921.143.120 7.703.981.139 9.052.000.000 9.150.548.408 8.016.662.269 7.923.781.439 
4.  External Actions 5.039.600.000 4.976.179.000 5.219.000.000 5.234.000.000 5.476.162.603 5.476.162.603 
5.  Administration 6.300.428.657 6.300.428.657 6.351.199.258 6.292.367.368 6.292.367.368 6.351.199.258 
6.  Reserves 446.000.000 446.000.000 446.000.000 446.000.000 446.000.000 446.000.000 
7.  Pre-accession Strategy 2.081.000.000 3.025.090.000 2.081.000.000 2.081.000.000 3.286.990.000 3.286.990.000 
8.  Compensation 1.304.988.996 1.304.988.996 1.304.988.996 1.304.988.996 1.304.988.996 1.304.988.996 
TOTAL 116.193.108.217 105.267.545.496 116.554.135.698 115.955.652.216 105.684.048.940 106.300.000.000 

Compulsory expenditure 45.743.787.944 45.784.806.944 45.743.787.944 45.078.212.878 45.119.231.878 45.784.806.944 
Non-compulsory expenditure 70.449.320.273 59.482.738.552 70.810.347.754 70.877.439.338 60.564.817.062 60.515.193.056 
Appropriations as a % of GNI   0,99%    1,00%  1,00% 

 
 
 
* : For Council and EP's first readings, the 
figures presented take Amending letters into 
account for the items and amounts voted by 
each institution during their second reading. 
This aims at better identifying the actual impact 
of every actor on the budgetary procedure's 
figures regardless of the timing of the 
amendments brought by the Commission to its 
PDB. 
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2005 Budget PDB Council 1st Reading EP 1st reading 
(incl. ABs 1-8)  (incl. PDALs 1-3) (incl. ALs 1-3) * (incl. ALs 1-3) * 2006 Budgetary Procedure Fin.Pers. 

2006 
Commitments Payments Commitments Payments Commitments Payments Commitments Payments 

1.  Agriculture 52.618.000.000 49.026.450.000 48.464.850.000 51.050.720.000 50.991.020.000 50.901.020.000 50.841.320.000 51.089.152.000 51.029.452.000 
   -  Agricultural expenditure 44.847.000.000 42.185.450.000 42.185.450.000 43.279.720.000 43.279.720.000 43.130.020.000 43.130.020.000 43.318.152.000 43.318.152.000 
   -  Rural Development & supporting 
measures 7.771.000.000 6.841.000.000 6.279.400.000 7.771.000.000 7.711.300.000 7.771.000.000 7.711.300.000 7.771.000.000 7.711.300.000 

2.  Structural Operations 44.617.000.000 42.420.297.444 32.396.027.704 44.555.004.990 35.639.599.237 44.555.004.990 35.489.599.237 44.567.004.990 39.230.274.394 
   -  Structural Funds 38.523.000.000 37.288.364.455 30.290.527.704 38.522.922.880 32.134.099.237 38.522.922.880 31.984.099.237 38.534.922.880 35.085.574.394 
   -  Cohesion Fund 6.094.000.000 5.131.932.989 2.105.500.000 6.032.082.110 3.505.500.000 6.032.082.110 3.505.500.000 6.032.082.110 4.144.700.000 
3.  Internal Policies 9.385.000.000 9.150.548.408 8.016.662.269 9.218.659.185 8.836.227.649 9.174.946.589 8.320.209.681 9.435.738.785 8.808.473.823 
4.  External Actions 5.269.000.000 5.234.000.000 5.476.162.603 5.432.500.000 5.308.395.920 5.267.344.950 5.225.843.164 5.724.344.950 5.478.206.920 
5.  Administration 6.708.000.000 6.292.367.368 6.292.367.368 6.697.756.487 6.697.756.487 6.577.886.113 6.577.886.113 6.655.369.817 6.655.369.817 
6.  Reserves 458.000.000 446.000.000 446.000.000 458.000.000 458.000.000 458.000.000 458.000.000 458.000.000 458.000.000 
7.  Pre-accession Strategy 3.566.000.000 2.081.000.000 3.286.990.000 2.480.600.000 2.965.150.000 2.480.600.000 2.837.900.000 2.480.600.000 2.892.850.000 
8.  Compensation 1.074.000.000 1.304.988.996 1.304.988.996 1.073.500.332 1.073.500.332 1.073.500.332 1.073.500.332 1.073.500.332 1.073.500.322 

TOTAL 123.695.000.000 115.955.652.21
6 

105.684.048.94
0 120.966.740.994 111.969.649.625 120.488.302.974 110.824.258.527 121.483.710.874 115.626.127.276 

Compulsory expenditure   45.078.212.878 45.119.231.878 45.999.102.201 46.009.299.201 45.833.486.201 45.851.644.201 46.033.197.201 46.045.566.201 
Non-compulsory expenditure   70.877.439.338 60.564.817.062 74.967.638.793 65.960.350.424 74.654.816.773 64.972.614.326 75.450.513.673 69.580.561.075 
Appropriations as a % of GNI 1,08%   1,00%   1,01%         

 
Council 2nd reading Adopted Budget (EP2L) 2006 Final Budget** 

 (incl. ALs 1-3)  (incl. ALs 1-3)   (incl. ABs 1-6) 2006 Budgetary Procedure 
Commitments Payments Commitments Payments Commitments Payments 

1.  Agriculture 51.050.720.000 50.991.020.000 51.050.720.000 50.991.020.000    
   -  Agricultural expenditure 43.279.720.000 43.279.720.000 43.279.720.000 43.279.720.000    
   -  Rural Development & supporting 
measures 7.771.000.000 7.711.300.000 7.771.000.000 7.711.300.000     

2.  Structural Operations 44.555.004.990 35.489.599.237 44.555.004.990 35.639.599.237    
   -  Structural Funds 38.522.922.880 31.984.099.237 38.522.922.880 32.134.099.237    
   -  Cohesion Fund 6.032.082.110 3.505.500.000 6.032.082.110 3.505.500.000     

* : For Council and EP's first readings, the figures 
presented take Amending letters into account for the 
items and amounts voted by each institution during 
their second reading. This aims at better identifying the 
actual impact of every actor on the budgetary 
procedure's figures regardless of the timing of the 
amendments brought by the Commission to its PDB.  

3.  Internal Policies 9.183.746.589 8.504.827.001 9.372.714.185 8.889.218.143     
4.  External Actions 5.267.344.950 5.225.843.164 5.544.000.000 5.369.049.920     
5.  Administration 6.584.194.495 6.584.194.495 6.656.369.817 6.656.369.817     
6.  Reserves 458.000.000 458.000.000 458.000.000 458.000.000     
7.  Pre-accession Strategy 2.480.600.000 2.837.900.000 2.480.600.000 2.892.850.000     
8.  Compensation 1.073.500.332 1.073.500.332 1.073.500.332 1.073.500.332     
TOTAL 120.653.111.356 111.164.884.229 121.190.909.324 111.969.607.449 120.569.771.496 107.378.469.621 

 ** : Because of the transition from 2000-2006 to 2007-
2013 Financial Frameworks, the Headings have been 
modified between 2006 and 2007. This is why only the 
total is presented for 2006 final budget. 

Compulsory expenditure 45.983.186.201 46.001.344.201 45.983.186.201 46.001.344.201 45.058.959.201 45.075.536.201 
Non-compulsory expenditure 74.669.925.155 65.163.540.028 75.207.723.123 65.968.263.248 75.510.812.295 62.302.933.420 
Appropriations as a % of GNI   0,99% 1,003% 1,01%   0,97% 

 



Page 50 of 59 

     
MFF 2007 Commission PDB 

(incl. PDAls) 
Council 1st Reading 

(incl. voted ALs)* 
Parliament's 1st Reading  

(incl. voted ALs)* 2007 Budgetary Procedure 
Commitments Commitments Payments Commitments Payments Commitments Payments 

1.  Sustainable Growth 54.405.000.000 54.303.662.015 44.746.628.189 54.283.887.015 44.141.380.189 54.330.158.015 49.444.863.718 
   1a:  Competitiveness for growth and employment 8.918.000.000 8.817.103.511 6.947.924.511 8.797.328.511 6.767.676.511 8.843.373.511 9.545.867.311 
   1b:  Cohesion for growth and employment 45.487.000.000 45.486.558.504 37.798.703.678 45.486.558.504 37.373.703.678 45.486.784.504 39.898.996.407 
Globalisation Adjustment Funds (outside the MFF & 
margin)   500.000.000       500.000.000   

2.  Preservation and management of Natural 
resources 58.351.000.000 56.365.876.036 54.831.681.736 55.619.446.036 54.044.111.736 57.606.076.036 56.154.937.736 

3.  Citizenship, freedom, security and Justice 1.273.000.000 1.174.394.000 1.106.621.652 1.148.340.000 1.048.187.652 1.234.426.800 1.185.226.952 
   3a:  Freedom, security and justice 637.000.000 571.339.000 426.989.000 561.695.000 400.145.000 619.213.800 477.063.800 
   3b:  Citizenship 636.000.000 603.055.000 679.632.652 586.645.000 648.042.652 615.213.000 708.163.152 
4.  The EU as a global partner 6.578.000.000 6.468.000.000 7.447.469.578 6.358.339.000 7.261.521.578 6.534.333.000 7.834.413.378 
Emergency Aid Reserve (outside the MFF and margins)   234.527.000   234.527.000  234.527.000  
5.  Administration 7.115.000.000 6.954.245.973 6.954.145.973 6.829.809.929 6.829.709.929 6.956.364.030 6.956.264.030 
6.  Compensations 445.000.000 444.646.152 444.646.152 444.646.152 444.646.152 444.646.152 444.646.152 
TOTAL 128.167.000.000 126.445.351.176 115.531.193.280 124.918.995.132 113.769.557.236 127.840.531.033 122.020.351.966 

 
 

Council 2nd Reading 
(incl. ALs) 

Parliament's 2nd Reading 
(incl. ALs) 

2007 final Budget 
 (incl. ABs 1-7)** 2007 Budgetary Procedure 

Commitments Payments Commitments Payments Commitments Payments 
1.  Sustainable Growth 54.274.887.015 44.137.342.319 54.354.952.015 44.862.050.319 54.854.332.015 43.590.118.012 
   1a:  Competitiveness for growth and employment 8.788.328.511 6.772.076.511 8.868.167.511 7.071.784.511 9.367.547.511 6.544.801.397 
   1b:  Cohesion for growth and employment 45.486.558.504 37.365.265.808 45.486.784.504 37.790.265.808 45.486.784.504 37.045.316.615 
Globalisation Adjustment Funds (outside the MFF & 
margin) 500.000.000  500.000.000   included above  

2.  Preservation and management of Natural 
resources 56.240.800.036 54.665.465.736 56.250.230.036 54.718.545.736 55.850.230.036 54.210.425.736 

3.  Citizenship, freedom, security and Justice 1.149.840.000 1.049.687.652 1.246.446.000 1.176.965.652 1.443.632.099 1.270.114.751 
   3a:  Freedom, security and justice 561.695.000 400.145.000 623.833.000 473.683.000 623.833.000 369.871.000 

* : For Council and EP's first readings, 
the figures presented take Amending 
letters into account for the items and 
amounts voted by each institution during 
their second reading. This aims at better 
identifying the actual impact of every 
actor on the budgetary procedure's 
figures regardless of the timing of the 
amendments brought by the Commission 
to its PDB 

   3b:  Citizenship 588.145.000 649.542.652 622.613.000 703.282.652 819.799.099 900.243.751  
4.  The EU as a global partner 6.401.214.000 7.179.921.578 6.577.933.000 7.352.746.732 6.812.460.000 7.352.746.732 
Emergency Aid Reserve (outside the MFF and margins) 234.527.000  234.527.000   included above  
5.  Administration 6.849.570.101 6.849.470.101 6.942.364.030 6.942.264.030 6.977.864.032 6.977.764.032 
6.  Compensations 444.646.152 444.646.152 444.646.152 444.646.152 444.646.152 444.646.152 
TOTAL 126.095.484.304 114.326.533.538 126.551.098.233 115.497.218.621 126.383.164.334 113.845.815.415 

** : For 2007 final budget figures, both 
the Globalisation Adjustment Fund and 
the Emergency Aid Reserve are included 
in the figures presented for Headings 1b 
and 4 respectively 
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2007 Budget PDB Council 1st Reading* EP 1st reading* 
(incl. ABs 1-7) (incl. ALs 1 & 2) (incl. ALs 1 & 2) (incl. ALs 1 & 2) 2008 Budgetary Procedure Fin.Pers. 

2008 
Commitments Payments Commitments Payments Commitments Payments Commitments Payments 

1.  Sustainable Growth 57.275.000.000 54.854.332.015 43.590.118.012 57.148.370.445 50.161.394.107 56.881.956.695 49.114.980.357 57.224.297.945 52.441.147.607 
   1a:  Competitiveness for growth and employment  10.386.000.000 9.367.547.511 6.544.801.397 10.270.429.000 9.538.679.600 10.004.015.250 8.990.265.850 10.346.356.500 9.993.765.100 
   1b:  Cohesion for growth and employment 46.889.000.000 45.486.784.504 37.045.316.615 46.877.941.445 40.622.714.507 46.877.941.445 40.124.714.507 46.877.941.445 42.447.382.507 
2.  Preservation & management of Natural 
resources 58.800.000.000 55.850.230.036 54.210.425.736 55.305.481.496 53.439.178.053 54.752.330.496 52.886.027.053 55.416.892.046 53.556.748.603 

   -  of which, Market related expenditure & direct 
pay. 43.217.000.000 42.311.661.000 42.035.641.756 41.166.490.000 41.115.600.500 40.978.640.000 40.565.750.500 41.613.408.550 41.200.579.050 

3.  Citizenship, freedom, security and Justice 1.362.000.000 1.443.632.099 1.270.114.751 1.289.527.000 1.190.829.006 1.270.678.780 1.127.980.786 1.342.877.000 1.241.449.006 
   3a:  Freedom, security and justice 747.000.000 623.833.000 369.871.000 691.034.000 496.446.000 686.735.780 478.147.780 728.034.000 533.196.000 
   3b:  Citizenship 615.000.000 819.799.099 900.243.751 598.493.000 694.383.006 583.943.000 649.833.006 614.843.000 708.253.006 
4.  The EU as a global partner 7.002.000.000 6.812.460.000 7.352.746.732 7.173.414.000 8.061.743.400 7.391.014.000 7.697.525.400 7.241.203.000 8.132.663.400 
5.  Administration 7.380.000.000 6.977.864.032 6.977.764.032 7.286.417.754 7.286.977.754 7.190.244.746 7.190.804.746 7.285.860.235 7.286.420.235 
6.  Compensations 207.000.000 444.646.152 444.646.152 206.636.292 206.636.292 206.636.292 206.636.292 206.636.292 206.636.292 

TOTAL 132.026.000.000 126.383.164.33
4 113.845.815.415 128.409.846.98

7 
120.346.758.61

2 127.692.861.009 118.223.954.63
4 

128.717.766.51
8 122.865.065.143 

Compulsory expenditure   44.234.401.352 44.124.503.852 42.710.295.192 42.714.520.192 42.520.401.455 42.163.676.455 43.157.027.216 42.800.362.216 
Non-compulsory expenditure   82.148.762.982 69.721.311.563 85.699.551.795 77.632.238.420 85.172.459.554 76.060.278.179 85.560.739.302 80.064.702.927 
Appropriations as a % of GNI   1,05% 0,95% 1,02% 0,96% 1,02% 0,94% 1,03% 0,98% 

 
Council 2nd reading Adopted Budget (EP2L) 2008 Budget 

(incl. ALs 1 & 2) (incl. ALs 1 & 2) (incl. ABs 1-10) 2008 Budgetary Procedure 
Commitments Payments Commitments Payments Commitments Payments 

1.  Sustainable Growth 56.881.956.695 49.114.980.357 57.963.941.445 50.324.204.626 58.337.948.720 45.731.716.659 
   1a:  Competitiveness for growth and employment 10.004.015.250 8.990.265.850 11.086.000.000 9.772.639.600 11.082.000.000 9.715.239.600 
   1b:  Cohesion for growth and employment 46.877.941.445 40.124.714.507 46.877.941.445 40.551.565.026 47.255.948.720 36.016.477.059 
2.  Preservation & management of Natural 
resources 55.002.330.496 53.136.027.053 55.041.123.496 53.177.320.053 55.559.715.538 53.217.088.053 

   -  of which, Market related expenditure and direct 
pay. 40.866.490.000 40.815.600.500 40.876.490.000 40.825.600.500 41.006.490.000 40.889.550.500 

3.  Citizenship, freedom, security and Justice 1.301.678.780 1.158.980.786 1.342.877.000 1.241.449.006 1.634.913.642 1.488.945.648 
   3a:  Freedom, security and justice 717.735.780 509.147.780 728.034.000 533.196.000 731.774.000 534.196.000 
   3b:  Citizenship 583.943.000 649.833.006 614.843.000 708.253.006 903.139.642 954.749.648 

* : For Council and EP's first readings, the figures 
presented take Amending letters into account for 
the items and amounts voted by each institution 
during their second reading. This aims at better 
identifying the actual impact of every actor on the 
budgetary procedure's figures regardless of the 
timing of the amendments brought by the 
Commission to its PDB 

4.  The EU as a global partner 7.216.014.000 7.737.525.400 7.311.218.000 8.112.728.400 7.551.218.000 7.847.128.400 
5.  Administration 7.206.908.091 7.207.468.091 7.283.860.235 7.284.420.235 7.279.207.193 7.279.767.193 
6.  Compensations 206.636.292 206.636.292 206.636.292 206.636.292 206.636.292 206.636.292 

 

TOTAL 127.815.524.354 118.561.617.97
9 129.149.656.468 120.346.758.61

2 
130.569.639.38

5 
115.771.282.24

5 
Compulsory expenditure 42.416.608.666 42.420.833.666 42.385.608.666 42.393.833.666 42.430.668.666 42.430.668.666 
Non-compulsory expenditure 85.398.915.688 76.140.784.313 86.764.047.802 77.952.924.946 88.138.970.719 73.340.613.579 
Appropriations as a % of GNI 1,02% 0,94% 1,03% 0,96% 1,04% 0,92% 

 



Page 52 of 59 

 
2008 Budget PDB Council 1st Reading* EP 1st reading* 

(incl. ABs 1-10) (incl. Commission ALs 1-3)  (incl. ALs 1-3) (incl. ALs 1-3) 2009 Budgetary Procedure Fin.Pers. 
2009 

Commitments Payments Commitments Payments Commitments Payments Commitments Payments 
1.  Sustainable Growth 59.700.000.000 58.337.948.720 45.731.716.659 60.103.850.669 45.199.324.666 60.025.540.669 44.478.014.666 60.191.881.669 50.389.658.532 
   1a:  Competitiveness for growth and 
employment 11.272.000.000 11.082.000.000 9.715.239.600 11.689.966.000 10.285.190.500 11.611.656.000 9.813.880.500 11.768.997.000 11.383.773.350 

   1b:  Cohesion for growth and employment 48.428.000.000 47.255.948.720 36.016.477.059 48.413.884.669 34.914.134.166 48.413.884.669 34.664.134.166 48.422.884.669 39.005.885.182 
2.  Preservation and management of Natural 
resources 59.639.000.000 55.559.715.538 53.217.088.053 56.495.529.486 54.457.232.000 55.863.419.686 53.060.122.000 57.447.382.686 55.389.334.615 
   -  of which, Market related expenditure & direct 
pay. 46.679.000.000 41.006.490.000 40.889.550.500 41.579.892.000 41.536.359.000 41.200.052.000 41.156.519.000 42.458.802.000 42.412.669.000 

3.  Citizenship, freedom, security and Justice 1.523.000.000 1.634.913.642 1.488.945.648 1.467.858.000 1.265.680.000 1.447.448.000 1.207.710.000 1.514.888.000 1.364.407.000 
   3a:  Freedom, security and justice 872.000.000 731.774.000 534.196.000 839.125.000 596.670.000 832.725.000 572.940.000 863.925.000 664.142.000 
   3b:  Citizenship 651.000.000 903.139.642 954.749.648 628.733.000 669.010.000 614.723.000 634.770.000 650.963.000 700.265.000 
4.  The EU as a global partner 7.440.000.000 7.551.218.000 7.847.128.400 7.619.432.000 7.759.456.769 8.153.170.360 7.816.802.379 8.103.930.360 8.607.161.364 
5.  Administration 7.699.000.000 7.279.207.193 7.279.767.193 7.655.255.982 7.655.255.982 7.552.866.286 7.552.866.286 7.700.730.900 7.700.730.900 
6.  Compensations 210.000.000 206.636.292 206.636.292 209.112.912 209.112.912 209.112.912 209.112.912 209.112.912 209.112.912 

TOTAL 136.211.000.00
0 130.569.639.385 115.771.282.245 133.551.039.04

9 
116.546.062.32

9 133.251.557.913 114.324.628.24
3 

135.167.926.52
7 123.660.405.323 

Compulsory expenditure   42.430.668.666 42.430.668.666 43.253.554.612 43.238.067.112 42.873.714.612 42.858.227.112 44.125.644.612 44.109.557.112 
Non-compulsory expenditure   88.138.970.719 73.340.613.579 90.297.484.437 73.307.995.217 90.377.843.301 71.466.401.131 91.042.281.915 79.550.848.211 
Appropriations as a % of GNI   1,04% 0,92% 1,03% 0,90% 1,03% 0,88% 1,04% 0,95% 

 
Council 2nd reading Adopted Budget 

(incl. ALs 1-3) (incl. ALs 1-3)  2009 Budgetary Procedure 
Commitments Payments Commitments Payments 

1.  Sustainable Growth 60.025.540.669 44.478.014.666 60.195.881.669 45.999.519.679 
   1a:  Competitiveness for growth and employment 11.611.656.000 9.813.880.500 11.768.997.000 11.024.385.513 
   1b:  Cohesion for growth and employment 48.413.884.669 34.664.134.166 48.426.884.669 34.975.134.166 
2.  Preservation and management of Natural 
resources 55.788.884.011 53.100.586.325 56.121.437.011 52.564.429.680 

   -  of which, Market related expenditure and direct pay. 41.125.356.325 41.081.823.325 41.132.856.325 41.085.323.325 
3.  Citizenship, freedom, security and Justice 1.447.448.000 1.207.710.000 1.514.888.000 1.298.100.000 
   3a:  Freedom, security and justice 832.725.000 572.940.000 863.925.000 617.440.000 
   3b:  Citizenship 614.723.000 634.770.000 650.963.000 680.660.000 
4.  The EU as a global partner 7.993.170.360 7.816.802.379 8.103.930.360 8.324.169.158 
5.  Administration 7.551.997.192 7.551.997.192 7.700.730.900 7.700.730.900 

* : For Council and EP's first readings, the figures 
presented take Amending letters into account for the 
items and amounts voted by each institution during their 
second reading. This aims at better identifying the actual 
impact of every actor on the budgetary procedure's 
figures regardless of the timing of the amendments 
brought by the Commission to its PDB 

6.  Compensations 209.112.912 209.112.912 209.112.912 209.112.912 

TOTAL 133.016.153.144 114.364.223.47
4 

133.845.980.85
2 116.096.062.329 

Compulsory expenditure 42.799.698.937 42.784.211.437 42.799.698.937 42.784.211.437 
Non-compulsory expenditure 90.216.454.207 71.580.012.037 91.046.281.915 73.311.850.892 

 

Appropriations as a % of GNI 1,02% 0,88% 1,03% 0,89% 
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This table gives an overview of the development of staffing levels in the European Parliament and the institutions from 2005 to 2009. 
 
 
 
  2005 2006 2007 2008 2009 Variation 2005-09 
All institutions 36.372 37.396 38.630 39.489 39.919 9,75% 
European Parliament  5.597 5.801 5.933 5.940 6.081 8,65% 
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ABB (ACTIVITY-BASED BUDGETING) / ABM (ACTIVITY-BASED MANAGEMENT) 

The main purpose of Activity-based budgeting (ABB) is to introduce performance budgeting concepts 
and to provide a clear framework for translating the Commission's policy priorities and objectives.  
ABB is an integrated budgeting and financial management based on activities closely linked to the 
Commission’s policy priorities and objectives. Resources are allocated and managed according to pre-
defined political priorities. There are about 270 Activities that are grouped into 31 Policy Areas. 
According to the Commission, Activity Based Management (ABM) “aims at taking decisions about policy 
priorities and the corresponding resources together, at every level in the organisation. This allows the 
resources to be allocated to policy priorities and, conversely, decisions about policy priorities to be fully 
informed by the related resources requirements”. ABM brought together strategic planning and 
budgeting, operational programming and management, monitoring and reporting, evaluation and internal 
audit. The instrument which is needed to bring all these elements together in a consistent and systematic 
way is the strategic planning and programming cycle (SPP). 
 

AGENCIES 

EU Agencies are bodies which have a distinct legal personality and to whom budget implementing 
powers may be delegated under strict conditions. They are subject to a distinct discharge from the 
discharge authority. There are two main kinds of agencies. 
Executive agencies are legal persons under Community law created by Commission decision to which 
powers can be delegated to implement all or part of a Community programme or project on behalf of the 
Commission and under its responsibility in accordance with Council Regulation (EC) No 58/2003 of 19 
December 2002. 
Unlike executive agencies, decentralised (or regulatory or traditional) agencies are not under the direct 
control of the Commission but also under that of the Member States, via the 
administrative / management board. A decentralised Community agency has its own legal personality. It 
is set up by an act of secondary legislation in order to accomplish a very specific technical, scientific or 
managerial task which is specified in the relevant Community act. There are currently around 20 
traditional agencies in existence. 
 

ANNUAL SUMMARIES 

Annual summaries are related to the cohesion (structural funds and cohesion fund) and agricultural 
policies. While, by virtue of Article 274 of the EC Treaty, it is the European Commission that is 
responsible for the implementation of the budget, approximately 80% of the total expenditure (agricultural 
and structural aid) is managed by Member States' administrations (the so-called "shared management"). 
The legal obligation (IIA and Financial Regulation) imposed on Member States to produce at the 
appropriate national level an Annual Summary of the available audits and declarations aims at the 
improvement of management and control systems, as well as the enhancement of the accountability of 
Member States. Annual summaries were due for the first time by 15 February 2008 (for the year 2007). 
In comparison, “national management declarations” as advocated by the European Parliament, are still 
voluntary initiatives from a few Member States 
 

THE REFORM OF COMMON AGRICULTURAL POLICY (CAP) 

The first aim of the CAP introduced in 1962, was to secure food supply through a policy of support prices 
and an unlimited buying guarantee.  
As the CAP started to produce more and more surpluses, several reforms took place since 1988. The 
1992 reform was a turning point replacing a system of protection through prices with a system of 
compensatory income support. 
The 2003 reform introduce new principles such as: 
- the decoupling of aid from the volumes produced (some aid being made of a single fixed payment), 
- cross-compliance, which made the single payments conditional on a whole series of criteria concerning 
the environment, public health, animal welfare, 
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- modulation, allowing funding to be transferred from the first pillar of the CAP (market policy and aid) to 
the second pillar (rural development) 
- a financial discipline mechanism (placing a ceiling on market support expenditure and direct aid 
between 2007 and 2013). 
On 20 November 2008 the EU agriculture ministers reached a political agreement on the Health Check 
of the CAP. Among a range of measures, the agreement abolishes arable set-aside, increases milk 
quotas gradually leading up to their abolition in 2015, converts market intervention into a genuine safety 
net and increased modulation. 
 

CSFP:  COMMON SECURITY AND FOREIGN POLICY 

The common foreign and security policy (CFSP) was established as the second pillar of the European 
Union and is governed by Title V of the Treaty on European Union (EU), signed in Maastricht in 1992. A 
number of important changes were introduced in the Amsterdam Treaty which came into force in 1999, 
and since then there have been numerous developments in CFSP. It has been agreed to embark on a 
European security and defence policy (ESDP) within the overall framework of the CFSP. The European 
Council at Laeken of 14-15 December 2001 adopted a declaration on the operational capability of the 
ESDP, officially recognising that the Union is now capable of conducting some crisis management 
operations. 
Article 21 of the Amsterdam Treaty urges the Presidency to consult the Parliament on the main aspects 
and the basic choices of the CFSP. The European Parliament may ask questions to the Council or make 
recommendations to it. 
The Inter-Institutional Agreement of 6 May 1999 required Member States to prepare an annual Council 
Document on the main aspects and basis choices of CFSP, including the financial implications for the 
general budget of the European Communities. Parliament makes a direct response to the Council 
through its annual report and resolution on CFSP. This political dialogue has been completed by joint 
consultation meetings hold at least five times a year, which are mentioned at Article 43 of the Inter-
Institutional Agreement of 17 May 2006. 
Besides, art. 42 of the IIA introduced the following budget breakdown for CFSP expenditure: 
- crisis management operations, conflict prevention, resolution and stabilisation, monitoring and 
implementation of peace and security processes, 
- non proliferation and disarmament, 
- emergency measures, 
- preparatory and follow-up measures, 
- EU Special Representatives. 
It also sets a specific ceiling for CFSP (EUR 1 740 million over the period 2007-2013), with expenditure 
related to emergency measures below 20% of this amount over the period. 
 

THE NEW NEIGHBOURHOOD POLICY (ENP) 

The European Neighbourhood Policy (ENP) seeks to establish special relations with the neighbouring 
countries in Eastern Europe, the Southern Mediterranean and the Southern Caucasus for which 
accession is not in prospect. 
The ENP focuses promoting democracy, freedom, prosperity, security and stability while building on 
existing relations with the various neighbouring countries. The policy is put into effect by means of 
bilateral action plans, Partnership and Cooperation Agreements (PCAs) and Euro-Mediterranean 
Association Agreements. 
The neighbouring countries benefit from financial and technical assistance, mainly through the European 
Neighbourhood and Partnership Instrument (ENPI) for the period 2007 - 2013 (replacing the TACIS and 
MEDA programmes from 2000 to 2006, but still keeping as a central element the differentiation between 
EU's “eastern” and “southern” neighbourhood). 
Parliament is not consulted at any stage of the preparation of Action Plans. Still, its extensive legislative, 
budgetary and control powers nevertheless allow it to play a role. 
 
 

http://europa.eu/scadplus/leg/en/lvb/r17002.htm
http://europa.eu/scadplus/leg/en/lvb/r14104.htm
http://europa.eu/scadplus/leg/en/lvb/r14104.htm
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EUROPEAN YOUTH PACT 

The European Youth Pact is a political instrument adopted by the European Council in March 2005 as 
part of the revised Lisbon Strategy, which aims at making Europe the most competitive knowledge-based 
economy in the world.  
The Youth Pact means a more unified and coherent approach to youth issues and aims to promote 
participation of all young people in education, employment and society. This was the first time that youth 
policy has featured so visibly at EU level. 
 

GALILEO AND EIT (EUROPEAN INSTITUTE OF TECHNOLOGY) 

Galileo is Europe's initiative for a global navigation satellite system, providing a highly accurate, global 
positioning service under civilian control. While providing autonomous navigation and positioning 
services, Galileo will at the same time be interoperable with GPS and GLONASS, the two other global 
satellite navigation systems. The fully deployed Galileo system will consist of 30 satellites and the 
associated ground infrastructure. 
Born in 2000, this project was divided in three steps, the first one being financed by public funds and the 
second and third ones (building and deployment) by a private consortium. The project had quite failed 
because of the failure of concession negotiations with the private sector at the beginning of 2007. 
In order to save the project, the EP and the Council decided, in November 2007, to finance deployment 
entirely from EU funds for EUR 3.4Bn, the shortfall amounting EUR 2.4bn. Europe's satellite radio 
navigation system Galileo should be operational by 2013. The compromise postponed the decision on 
public-private partnership for the exploitation after 2013.  
The mission of the EIT is to grow and capitalize on the innovation capacity and capability of actors from 
higher education, research, business and entrepreneurship from the EU and beyond through the creation 
of highly integrated Knowledge and Innovation Communities (KICs). 
Globally, EUR 3.7bn are foreseen for Galileo and European Institute of Technology (EIT) within the 
multi-annual financial framework until 2013. EIT will also be funded entirely by the Community. 
 

LISBON AND GOTEBORG STRATEGIES 

The Lisbon Strategy was launched by the European Council of March 2000. It aimed at making the 
European Union 'the most competitive and dynamic knowledge-based economy in the world, capable of 
sustainable economic growth with more and better jobs and greater social cohesion’ until 2010. A last 
objective, sustainable environment was added in the course of the Goteborg summit in June 2001. 
So there a three pillars in the Lisbon Strategy: 
- an economic pillar preparing the transition to a competitive, knowledge-based economy 
- a social pillar in order to modernize the European social model by investing in human resources and 
combating social exclusion, and 
- an environmental pillar, added at Goteborg European Council meeting. 
A list of targets has been drawn up. As the competence belongs quite almost to Member States, an 
open method of coordination (OMC) with national action plans has been introduced. 
A mid-term review held in 2005 underlined mitigated results. The Lisbon Strategy was relaunched and 
refocused on the achievement of stronger, lasting growth and the creation of more and better job and the 
coordination process has been simplified through integrated guidelines for growth and employment  
 

2007-2013 MULTIANNUAL FINANCIAL FRAMEWORK (MFF)  

 See Part 2 for Technical adjustment to the financial perspectives, Headings and instruments 
enhancing flexibility such as Flexibility Instrument, Solidarity Fund, Emergency Reserve   
 
 
 

PEACE II PROGRAMME FOR NORTHERN IRELAND 

http://ec.europa.eu/youth/glossary/word322_en.htm
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The PEACE II programme is designed to consolidate the peace process in Northern Ireland by 
channelling finance under Objective 1 of the Structural Funds (2000-06 period), which promotes the 
development and structural adjustment of regions whose development is lagging behind, i.e. whose 
average per capita GDP is less than 75% of the European Union average. 

Like its forerunner, PEACE I (1995-99), the programme seeks to encourage progress towards a 
peaceful, stable society and promote reconciliation in the region. 
 

PILOT PROJECTS AND PREPARATORY ACTIONS 

Article 49, point 6 of the Financial Regulation defines Pilot projects / schemes and preparatory actions 
as follows:  
- pilot schemes are of an experimental nature designed to test the feasibility of an action and its 
usefulness. The relevant commitment appropriations may be entered in the budget for not more than two 
successive financial years;  
- preparatory actions in the field of application of Treaties are designed to prepare proposals with a 
view to the adoption of future actions. The relevant commitment appropriations may be entered in the 
budget for not more than three successive financial years. 
It also requires that an assessment of the results already obtained from existing projects/actions, and 
the follow-up envisaged, accompanies the PDB. 
The Interinstitutional Agreement foresees that when presenting the PDB, the Commission will take into 
account: "the possibilities for starting up new policies through pilot projects and/or new preparatory 
actions." It limits the total amount of appropriations for pilot projects to EUR 40 million in any budget 
year; and the amount for preparatory actions to EUR 50 million for new actions, and a total of 
EUR 100 million may be committed for all actions. 
 

THE LEVEL OF OUTSTANDING COMMITMENTS (RALS). 

RAL is a French acronym for “Reste à liquider”, and refers to budgetary commitments which remain to be 
used (spent). Technically, they are appropriations committed but not yet paid. They mainly result from the 
existence of appropriations dedicated to the budgeting of multiannual interventions. Normal RALs should 
be distinguished from abnormal RALs. 
 

VALUE FOR MONEY 

Value for money can be defined as the relationship between what something, for example a product or a 
public intervention, is worth and the cash amount spent on it. 
At EP level, the so called "value for money" approach has been an innovating element of the 2007 
budgetary procedure with a view to improve evaluation of EU programmes and scrutiny of budget 
implementation in line with Parliament's priorities and its institutional prerogatives. A joint statement has 
then been agreed with the Commission on proper budget implementation and emphasized the overall 
objective of this exercise which is to deliver better value for money to EU citizen and to respond to the 
challenges which the EU faces through the best possible allocation of funds. It is also linked with the 
Activity-Based Management (ABM) (see above) which had to offer an integrated view of the performance 
and cost of the various policy areas including both operational and administrative resources. 
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