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Executive summary 

The economic outlook for 2023 is marked by a large degree of uncertainty, the prospect of a shallow 
and likely short-lived recession at the start of the year, inflation at elevated levels, and a remarkably 
robust labour market. However, forward-looking economic data such as production and sentiment 
indicators give reason for hope that a recession can be fended off despite the gloomy prospects. 
While at the beginning of last year, the economic momentum for a recovery from the COVID-19 
pandemic was strong, supported by decisive fiscal and monetary policies, the Russian invasion of 
Ukraine in February 2022 put a premature brake on the economic recovery. Alongside the 
humanitarian tragedy of the war, Europe was hit by a substantial shock in import prices that severely 
dented the economic outlook and aggravated price increases. In particular, soaring energy prices 
pushed EU inflation to unprecedented levels not reached since the advent of the economic and 
monetary union. In 2022, average annual inflation reached a record of 9.2 %. With fading pressures 
from energy prices, and monetary policy measures taken by the European Central Bank (ECB) 
achieving their desired results, overall inflation is expected to fall significantly in 2023. However, it 
will then remain above the 2 % target, as projections assume that wages will pick up and fiscal 
measures, which are currently curbing energy prices, will be withdrawn later, pushing inflation up, 
with a carry-over effect until 2025. The latter effect prompted the ECB to revise its latest inflation 
projections upwards (Chapter 2). That illustrates the growing divide between fiscal and monetary 
policy objectives, as monetary authorities are fighting inflation while fiscal policy tries to cushion 
the impact of high energy prices on households and firms. 

While economic growth and inflation trajectories are going in opposite directions – unlike the oil 
price shocks of the 1970s, which led to a period of stagflation – labour markets have proven 
particularly resilient. Unemployment rates are at record low levels as demand for labour remains 
high. In an environment of slowing growth, high inflation, elevated post-pandemic debt levels and 
eroding real incomes, the economic outlook is heavily influenced by the development of the 
geopolitical situation and its reverberations in commodity markets; forecasts are thus surrounded 
by a significant degree of uncertainty. In such an environment, policy responses need careful 
calibration, as policy coordination in the EU remains limited.  

To ensure budgetary discipline and financial planning in an orderly manner, the EU's finances are 
established around a medium-term structure, lasting for seven years. The current multiannual 
financial framework (MFF) – the sixth since the 1980s – was decided at the end of 2020 (Chapter 3). 
The pandemic has had a major impact on its design. It resulted in the adoption of an unprecedented 
budgetary package that combines the €1 210.9 billion MFF for the years 2021 to 2027 with the 
€806.9 billion Next Generation EU (NGEU) temporary recovery instrument. In that new financial 
architecture, the EU budget and NGEU play a major role in the EU's strategy to relaunch the 
economy. Beyond supporting the recovery from the pandemic, the 2023 EU budget (Chapter 4), set 
at €186.6 billion in commitments, is providing additional funding for several programmes and 
policies designed to help face the consequences of Russia's war of aggression against Ukraine, 
including the energy crisis, while backing the green and digital transition and biodiversity. 

However, in the face of multiple challenges, notably the war on Ukraine and its repercussions, the 
European Commission will examine, in the second quarter of 2023, whether EU finances are 
sufficient to cope with the evolving context. The European Parliament has repeatedly voiced its 
concern that the EU's long-term budget (Chapter 5) may already have reached its limits, and calls 
for an ambitious revision to increase the EU budget and make it more flexible. Parliament supports 
the EU budget being subject to respect of the rule of law, an essential precondition for sound 
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financial management and effective use of EU funding. Moreover, Parliament is a proponent of 
strengthening parliamentary scrutiny and transparency over EU expenditure, including through 
NGEU and other EU financing tools, in particular off-budget instruments. Some of these issues will 
be examined in connection with the forthcoming modification of the EU's financial rules. 

NGEU (Chapter 6) is a major but temporary innovation in EU finances. Overall, it reinforces 
significantly the resources channelled through EU budgetary instruments up until 2026, supporting 
ambitious packages of investment and reform measures designed to make the EU economy more 
sustainable, innovative and inclusive. In 2023, NGEU is projected to finance additional grants worth 
€113.9 billion in commitments and €130.7 billion in payments, while its main expenditure tool, the 
Recovery and Resilience Facility (RRF), enters a crucial stage in its lifecycle following its first year of 
full deployment. The national recovery and resilience plans financed by the RRF focus their action 
on six priority areas of European relevance that have been identified as vital for strengthening the 
EU's resilience, including the green transition (at least 37 % of each national plan) and the digital 
transformation (at least 20 %).  

In addition, the RRF is expected to become the main funding tool of the REPowerEU plan, which 
seeks to end the EU's dependence on Russian fossil fuels and accelerate the green transition. That 
development is meant to further reinforce the recovery plan's already strong energy dimension. The 
European Parliament has repeatedly underlined the importance of NGEU and RRF implementation 
and monitoring, given the size and strategic nature of their expenditure. Lessons learnt from the 
RRF are feeding into the debate on the revision of the EU's economic governance framework. 

The economic focus of this year's edition of the Economic and Budgetary Outlook is the EU 
economic governance framework and its forthcoming revision (Chapter 7). The chapter consists of 
two parts. The first examines the current design of the EU fiscal framework and its effectiveness, in 
particular by tracking public finance indicators and national compliance with the EU fiscal rules. The 
forward-looking part takes stock of the main orientations for a revised fiscal framework the 
European Commission has put forward. That section touches on the question of how greater 
investment levels across the EU could be sustained – whether through well-designed fiscal rules, an 
EU fiscal capacity, or by combining the two. 

Policymakers and academics commonly agree that the EU economic governance framework is 
complex, rigid and prone to boosting domestic fiscal policies' pro-cyclicality. Moreover, the rules 
have not contributed to the debt sustainability of Member States with particularly high debt-to-
gross domestic product ratios, all the more so since the start of the pandemic crisis. In particular, the 
activation of the general escape clause by temporarily suspending the application of common fiscal 
rules has signalled the need for a revision of the EU fiscal framework to strengthen growth and 
investment prospects. The European Commission is expected to table legislative proposals in 
2023with the aim of reforming the economic governance framework. Main elements of the 
forthcoming reforms include improved debt sustainability, stricter fiscal surveillance by the 
Commission within the European Semester exercise, the development of national fiscal plans (while 
evoking analogies with the national recovery and resilience plans under the RRF), and increased 
national ownership through empowered independent national fiscal institutions.  
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1. Introduction 
After a strong economic rebound following the lifting of COVID-19 restrictions throughout 2021, the 
European Union (EU) saw growth slowing significantly towards the second half of 2022, partly on 
account of the economic shocks generated by Russia's invasion of Ukraine. For 2022, the EU's 
economy is forecast to increase by 3.3 % as a result of a strong growth momentum in the first half 
of the year. However, surging energy prices, high geopolitical uncertainty, weakening global 
economic activity and tighter financing conditions mean that economic activity is projected to 
contract in the winter 2022/2023. While the recession might be shallow and relatively short-lived 
throughout 2023, more than half of EU Member States are predicted to experience a technical 
recession, meaning at least two consecutive quarters of shrinking output. 

The shock to import prices, in particular for energy, not only severely dented the economic outlook 
but also contributed to price increases far beyond the 2 % inflation target set by the European 
Central Bank (ECB). Inflation in the euro zone averaged at 8.4 % in 2022, and is expected to fall to 
6.3 % in 2023. Inflation has become broad-based, as inflation drivers such as energy prices start to 
translate into broader price dynamics. Core inflation, excluding energy and food (the most volatile 
price components), thus averaged at 3.9 % in 2022, before being projected to rise to 4.2 % in 2023. 
For the EU, this metric is even higher, reaching 4.7 % in 2022. Economic growth and inflation 
trajectories are consequently following reverse directions, with economic growth forecasts seeing 
significant downward revisions, while inflation projections continue to surprise on the upside. 
However, unlike the oil price shocks of the 1970s, which led to a period of stagflation, labour markets 
have proven particularly resilient. Unemployment rates are at record low levels as demand for 
labour remains high. This means that the current economic environment is underpinned by the 
strongest labour market in decades. Despite looming recession, unemployment is expected to rise 
only marginally, owing to high vacancy rates and labour shortages. 

Until 2022, the economic growth dynamic was embedded in a monetary and fiscal policy mix 
aligned in its goal to support the recovery. In 2023, the objectives of fiscal and monetary policies 
face significant trade-offs between taming inflation on the one hand and buttressing the economy 
on the other, particularly in the face of high energy prices. In an environment of slowing growth, 
high inflation, elevated post-pandemic debt levels and eroding real incomes, coordination of fiscal 
and monetary policy objective will pose formidable challenges from now on. This has shifted the 
spotlight back on the ongoing review of the EU's economic governance framework, which 
addresses the key economic and policy issues through coordination of economic policies to 
promote economic and social progress. The European Commission recently put forward 
orientations that aim to strengthen debt sustainability while at the same time promoting 
sustainable investments and inclusive growth in EU Member States.  

The 2023 EU budget represents 1.14 % of EU gross national income (GNI) – the €168.6 billion in total 
payments agreed represents 1.03 % of the EU's GNI. The commitments adopted for 2023 total 
€186.6 billion. In addition, the Next Generation EU (NGEU) temporary recovery instrument 
significantly increases the resources available to Member States through the 2023 EU budget, 
adding an estimated €113.9 billion in commitments and €130.7 billion in payments mainly through 
its Recovery and Resilience Facility (RRF). For both the EU budget and NGEU, the main priority 
remains to support the economy in its recovery by mobilising investment in areas crucial for the EU's 
resilience such as the green and digital transitions. Moreover, the RRF will likely reinforce its already 
strong energy dimension, becoming the main funding tool of the REPowerEU plan designed to end 
the EU's dependence on Russian fossil fuels and accelerating the green transition. 
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At the same time, the EU budget will continue to help achieve other objectives, both traditional and 
new ones, in areas such as cohesion and agriculture, security and defence, migration and border 
management, and the EU's role in the world. However, in the first two years of its implementation, 
the current 2021-2027 multiannual financial framework (MFF) was pushed to its limits by new 
challenges, most notably the COVID-19 crisis, and Russia's war on Ukraine and the effects it has 
triggered. To make sure the EU has enough funds at its disposal to meet all political priorities, the 
European Parliament is calling for a revision of the MFF. 

The main figures reflecting the economic situation in the EU and the euro area are developed further 
in Chapter 2. As in last year's edition, the study goes on to present the EU budget and its nature and 
role (Chapter 3), before providing an overview of both the 2023 budget (Chapter 4) and the design 
of EU finances after 2023 (Chapter 5). Chapter 6 centres on a key instrument for recovery, NGEU and 
its RRF, presenting their features, uptake to date and prospects in a crucial year for their 
implementation. The focus of this year's edition is on economic governance and the Commission's 
communication on orientations for a reform of the EU economic governance framework (Chapter 7).  
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2. Economic outlook 

2.1. Shallow recession and sticky inflation amid a resilient labour 
market 

Economic momentum, which gained traction in 2021 and continued until mid-2022, came to a 
premature halt as Europe was hit by a substantial shock in import prices, in particular for energy, 
which severely dented the economic outlook. As a result, already since early 2022, economic 
forecasts have seen significant downward revisions (Figure 1). According to the latest European 
Commission forecast, the EU is set to experience a 'technical recession' this winter, i.e. two 
consecutive quarters of shrinking output.1 Analysis by the International Monetary Fund (IMF) serves 
as a stark illustration of the EU's severe economic losses from Russia's war on Ukraine. In 2023, 
Europe's output will be nearly half a trillion euros lower than pre-war forecasts suggested.2 

In the beginning of 2021, the economic recovery from the COVID-19 pandemic in Europe was 
unexpectedly strong, supported by decisive fiscal and monetary policies and bolstered by 
significant progression in vaccination rates and gradual easing of restrictions. In the third quarter of 
2021, the EU economy was back to its quarterly pre-crisis output levels. However, the speed of the 
economic recovery was uneven across Member States. On the back of the strong economic 
rebound, the government debt ratios started to decline from record high levels. Similarly, labour 
market conditions in Europe rebounded significantly, with unemployment rates starting to decrease 
markedly from their crisis peaks at the end of 2021. At the same time, first signs of broad-based price 
increases became evident, albeit considered temporary at first. After several years of very low policy 
rates, inflation in the EU picked up from the beginning of 2021.  

The Russian invasion of Ukraine in February 2022 changed those dynamics drastically. Alongside the 
humanitarian aspect of the war, Europe has been hit by a substantial terms-of-trade shock. A 
substantial import price shock, in particular due to energy prices, has pushed EU inflation into 
double digits and to unprecedented levels not reached since the advent of the economic and 
monetary union. While growth in gross domestic product (GDP) remained robust in the first half of 
2022, economic output is expected to dip into negative rates during the winter months.3 However, 
while economic growth and inflation trajectories are in reverse directions, resembling the oil price 
shocks in the 1970s, which caused a period of stagflation, labour markets have proven particularly 
resilient. Unemployment rates are at record low levels as demand for labour remains high.4  

The economic outlook is heavily influenced by the evolution of the geopolitical situation and its 
reverberations in commodity markets; forecasts are therefore fraught with a significant degree of 
uncertainty. In an environment such as this, policy responses need to be calibrated carefully, as 
policy coordination in the EU remains limited. In particular, the current dichotomy between 
monetary and fiscal policy objectives makes addressing the challenges from COVID-19 and the war 
in Ukraine a lot more complicated. 

                                                             
1 European Economic Forecast – Autumn 2022, Institutional Paper 187, European Commission, November 2022, p. xi. 
2 A. Kammer, Europe Must Address a Toxic Mix of High Inflation and Flagging Growth, IMF Blog, October 2022 
3 European Economic Forecast – Autumn 2022, European Commission, p. 27. 
4 Unemployment statistics, Eurostat, October 2022. 

https://www.imf.org/en/Blogs/Articles/2022/10/23/europe-must-address-a-toxic-mix-of-high-inflation-and-flagging-growth
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2022-economic-forecast-eu-economy-turning-point_en
https://www.imf.org/en/Blogs/Articles/2022/10/23/europe-must-address-a-toxic-mix-of-high-inflation-and-flagging-growth
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2022-economic-forecast-eu-economy-turning-point_en
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Unemployment_statistics
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2.2. Main economic developments 
The year 2022 has seen a stronger than expected economic momentum, with GDP growing by 3.3 % 
and public deficits falling to 3.4 % of GDP. This is also reflected in a strong labour market, with 
unemployment rates at record low levels (6 %). At the same time, average annual inflation in the EU 
reached 9.2 %5 in 2022. The substantial import price shock also took its toll on the trade balance, 
which nosedived into negative territory, mainly because of energy imports. 

2.2.1. Gross domestic product 
The economic recovery momentum seen throughout 2021 and the first half of 2022 is expected to 
come to a premature halt, largely owing to Russia's war on Ukraine. The economic growth dynamic, 
firmly entrenched in a monetary and fiscal policy mix aligned6 in its goal to support recovery, 
extended to the second quarter of 2022, at which point EU real GDP had already outpaced pre-
pandemic output levels by 2 %.7 The rebound in economic activity was broad-based, with strong 
private consumption and net exports, and supported by public and private investment. However, 
recovery has been uneven, as central and eastern European countries in the EU exceeded their 
respective pre-pandemic output levels significantly, while other countries, including Italy, Portugal 
and in particular Spain, were lagging behind.  

Real GDP growth in the EU is set to 
reach 3.3 % in 2022, despite a sharp 
slowdown towards the second half of 
the year and an expected contraction 
beginning in the fourth quarter. Hard 
data indicators such as industrial 
production, in particular in energy-
intensive subsectors, and production 
numbers in the construction sector 
and retail trade, already pointed to a 
slowdown of economic activity over 
the summer of 2022. More forward-
looking economic sentiment 
indicators and signals from businesses 
and consumers reflect the multiple 
shocks from high-energy price 

pressures, the erosion of households' purchasing power, and a weaker external environment amid 
elevated geo-economic uncertainty. The composite output purchasing managers' index (PMI) for 
the EU, a gauge for short-term economic growth, dropped to 47.1, recording the fourth successive 
reading below the zero-growth threshold of 50 points, as businesses face shortages of materials and 
equipment that limit their activity. Economic uncertainty also took its toll on order books, as goods 
and services dropped because of weakened demand, and business confidence plummeted. 8 

                                                             
5 Harmonised index of consumer prices (HICP) – annual data (average index and rate of change), Eurostat. 
6 Finding the right mix: monetary-fiscal interaction at times of high inflation, speech by I. Schnabel, Member of the ECB 

Executive Board, European Central Bank, November 2022. 
7 GDP and main components (output, expenditure and income), Eurostat. 
8 European Economic Forecast – Autumn 2022, European Commission, pp. 1 and 26-28. 

Figure 1 – Economic growth in the EU 

  

Data source: AMECO. 

https://ec.europa.eu/eurostat/databrowser/view/PRC_HICP_AIND__custom_4701071/default/table?lang=en
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp221124%7Efa733bc432.en.html
https://ec.europa.eu/eurostat/databrowser/view/NAMQ_10_GDP__custom_625172/bookmark/table?lang=en&bookmarkId=cc973343-52ce-4e97-82e6-5f8ec45bd81a
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2022-economic-forecast-eu-economy-turning-point_en
https://dashboard.tech.ec.europa.eu/qs_digit_dashboard_mt/public/sense/app/667e9fba-eea7-4d17-abf0-ef20f6994336/sheet/f38b3b42-402c-44a8-9264-9d422233add2/state/analysis/
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The European Commission expects a contraction in economic activity this winter. Throughout 2023, 
more than half of the countries in the EU are expected to experience a technical recession. 

2.2.2. Inflation 
Having risen to double digits towards the end of 2022, inflation is significantly above the ECB's 2 % 
inflation target and at record highs since the launch of the economic and monetary union. The 
increase in energy prices, in particular, continued to have strong impact on headline inflation in all 
Member States, amid unparalleled sanctions on Russia following its invasion of Ukraine and a 
complete overhaul of EU energy policy to reduce dependency on Russian energy. In the 12 months 
before December 2022, energy prices rose on average by 35 %.9 However, this masks important 
changes in the energy component of inflation, as fuels for transport – induced by falling Brent oil 
prices – was offset by a significant surge in the price for gas and, to a lesser extent, for electricity and 
other heating fuels.10 According to a recent Eurostat flash estimate,11 inflation in the euro area fell 
for the second time in a row in 17 months in December, standing at 9.2 % compared with 10.1 % in 
November. The rapid shift in the inflation environment becomes starkly evident when comparing 
the inflation environment in the EU between 2014 and 2020, in which inflation averaged slightly 
below 1 %. With the economic recovery, inflation picked up throughout 2021 and saw a drastic rise 
in 2022. Main drivers of headline inflation are soaring energy and food prices, supply bottlenecks 
and the post-pandemic recovery in demand. The depreciation of the euro has added to the build-
up of price pressure, as the monetary policy gap between the United States (US) Federal Reserve 
and the ECB has widened. 

Importantly, apart from volatile 
price components such as energy 
and food prices, inflation has 
become much more broad-based. 
The share of items in the 
harmonised index of consumer 
prices (HICP) product basket with 
inflation rates above 2 % has 
increased significantly, as 9 out of 
10 products record year-on-year 
price increases above the inflation 
target (see Figure 2). In a more 
nuanced view, the dispersion of 
price increases in the product 
basket has widened, too, as the 
prices of 45 % of products rose by 
more than 8 %. This is a clear sign that price pressures are starting to translate into broader price 
dynamics. Consequently, the EU-wide core inflation measure, which leaves out some of the most 
volatile price components such as energy and food prices, stood at 6.2 % in December 2022.12 

                                                             
9 HICP – monthly data (12-month average rate of change), Eurostat. 
10 European Economic Forecast – Autumn 2022, European Commission, p. 38. 
11 Flash estimate, Eurostat, December 2022. 
12 HICP – monthly data (annual rate of change), Eurostat. 

Figure 2 – Inflation in the EU 

 

Data source: Eurostat. 

https://ec.europa.eu/eurostat/databrowser/view/prc_hicp_mv12r/default/table?lang=en
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2022-economic-forecast-eu-economy-turning-point_en
https://ec.europa.eu/eurostat/documents/2995521/15725146/2-06012023-AP-EN.pdf/885ac2bb-b676-0f0d-b8b1-dc78f2b34735
https://ec.europa.eu/eurostat/databrowser/view/prc_hicp_manr/default/table?lang=en
https://ec.europa.eu/eurostat/databrowser/view/PRC_HICP_MANR/default/table?lang=en&category=prc.prc_hicp
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While countries across the EU experience record-high inflation rates, the return of inflation in 2022 
occurred globally, with the US being the 'canary in the coal mine'.13 To address inflation, central 
banks across the globe entered a synchronised monetary policy-tightening cycle.14 To bring back 
inflation from record-high levels to 2 %, the ECB has so far followed the synchronised tightening 
cycle of central banks around the world, taking decisive steps. On the one hand, it tackled inflation 
by front-loading four consecutive policy rate increases by cumulative 2.5 percentage points;15 and 
on the other, it countered fragmentation concerns by creating a new policy tool, the transmission 
protection instrument.16 However, evidence suggests that simultaneous central bank measures 
change the trade-off between the growth and inflation impacts of monetary policy tightening, as 
their negative impact on GDP is larger than that on inflation because of the muted effect on the 
financial channel of foreign exchange rates. Stronger domestic interest rate increases in all countries 
may therefore be needed to bring inflation down.17 

So far, inflation has been mostly supply side driven, with energy and food contributing around two-
thirds and other components around one-third to overall inflation.18 While central banks usually 
'look through' supply side (energy) price shocks,19 the spillover effects to demand-side factors can 
be significant. In such scenarios, central banks worry most about second-round effects (wage 
increases, goods inflation), which need careful monitoring. In tandem with the economic recovery, 
nominal wages picked up in 2021, mainly on account of increasing working hours. Wage increases 
further accelerated in 2022, but were outpaced by price rises, which has led to falling real wages.20 
In an environment of labour market tightness, and through higher negotiated wages, this can 
translate potentially into a wage-price spiral.21 While according to forward-looking indicators (such 
as microdata on wage agreements), wage growth has picked up significantly in light of sharply 
declining real wages, the risks of a wage-price spiral are so far contained.22  

2.2.3. Labour market 
In line with the economic recovery from the COVID-19 crisis, labour market conditions in the EU have 
improved markedly. With the relaxation of restrictions on contact-intensive sectors, labour demand 
increased, too. As a result, at the end of 2021, unemployment rates fell below pre-COVID levels and 
continued dwindling to record lows (see Figure 3). In November 2022, the unemployment rate in 
the EU stood at 6 % and, compared with October 2021, declined in all countries except Malta. The 
current economic environment is thus underpinned by the strongest labour market in decades. 

                                                             
13  C. Reinhart and C. Graf von Luckner, The Return of Global Inflation, World Bank Blogs, February 2022.  
14  T. Adrian and F. Natalucci, Central Banks Hike Interest Rates in Sync to Tame Inflation Pressures, IMF Blog, August 2022.  
15  Key ECB interest rates, European Central Bank. 
16  The Transmission Protection Instrument, press release, European Central Bank, 21 July 2021. 
17  OECD Economic Outlook, Volume 2022, Issue 2, OECD, November 2022, Figure 1.28.  
18  The role of demand and supply in underlying inflation – decomposing HICPX inflation into components, ECB 

Economic Bulletin, Issue 7, European Central Bank, 2022.  
19  See Looking through higher energy prices? Monetary policy and the green transition, speech by I. Schnabel, European 

Central Bank, January 2022. Central banks typically look through energy shocks since such price shocks are usually 
short-lived. A policy response would only amplify the negative effect of rising energy prices on aggregated demand 
and output, given the lags in policy transmission, and exert downward pressure on inflation at a time when the shock 
is likely to have faded. 

20  Annual sustainable growth survey 2023, European Commission, November 2022, p. 10.  
21  A recent analysis by the IMF shows that, in advanced economies over the past 50 years, in similar labour market 

conditions, real wages tend to go down initially as inflation outstrips wage growth, helping offset some of the cost-
push shock that fuelled inflation and working against a wage-price spiral. See Wage-Price Spiral Risks Appear 
Contained Despite High Inflation, IMF Blog, October 2022.  

22  Monetary policy in a cost-of-living crisis, speech by I. Schnabel, European Central Bank, September 2022. 

https://blogs.worldbank.org/voices/return-global-inflation
https://www.imf.org/en/Blogs/Articles/2022/08/10/central-banks-hike-interest-rates-in-sync-to-tame-inflation-pressures
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/key_ecb_interest_rates/html/index.en.html
https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.pr220721%7E973e6e7273.en.html
https://www.oecd-ilibrary.org/sites/f6da2159-en/1/3/1/index.html?itemId=/content/publication/f6da2159-en&_csp_=761d023775ff288a22ebcaaa183fbd6c&itemIGO=oecd&itemContentType=book#p-d1e315
https://www.ecb.europa.eu/pub/economic-bulletin/focus/2022/html/ecb.ebbox202207_07%7E8b71edbfcf.en.html
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220108%7E0425a24eb7.en.html
https://commission.europa.eu/publications/2023-european-semester-annual-sustainable-growth-survey_en
https://www.imf.org/en/Blogs/Articles/2022/10/05/wage-price-spiral-risks-appear-contained-despite-high-inflation
https://www.imf.org/en/Blogs/Articles/2022/10/05/wage-price-spiral-risks-appear-contained-despite-high-inflation
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220930%7E9dac17b1fe.en.html
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Unemployment rates are at record low levels, while participation and employment rates are at 
record highs.23 Despite the looming recession, unemployment is forecast to increase only 
marginally, owing high vacancy rates and labour shortages.24 

The strong labour market 
performance can be attributed partly 
to the positive impact of the 
measures EU Member States took 
during the pandemic. However, high 
energy-price pressures not only 
erode households' purchasing 
power – they also have a negative 
impact on the activity of European 
companies and thus pose a risk of 
deteriorating labour market 
conditions. Temporary surges in 
labour market costs, for instance 
through higher energy prices, have 
affected economic sectors 
differently; the short-term work 

schemes that helped preserve employment during the COVID-19 pandemic could mitigate those 
cost fluctuations.25 As labour markets remain exceptionally tight, the share of firms reporting that 
staff shortages are limiting their production is near record highs in both the manufacturing and 
service sectors. However, labour shortages can also act as a buffer to an increase in unemployment 
in the face of an economic slowdown.26 

2.2.4. Public finances 
On the back of the strong 
economic rebound, and after 
reaching a historical peak in 
2021, the debt-to-GDP ratio 
declined by 5.6 percentage 
points in the EU. At the end of 
the third quarter of 2022, 
government debt to GDP ratio 
in the EU stood at 85.1 %. The 
level of public debt in the euro 
zone is somewhat higher, at 
93 %, but also fell by more than 
5 percentage points since 
reaching almost 100 % during 
the pandemic. For both the EU 
and the euro area, the 

decrease in government-debt-to-GDP ratio is due to an increase in GDP outweighing the increase 

                                                             
23 Unemployment statistics, Eurostat, October 2022. 
24 Job vacancy statistics, Eurostat, October 2022. 
25 Annual sustainable growth survey 2023, European Commission, November 2022, p. 9.  
26 European Economic Forecast – Autumn 2022, European Commission, p. 63. 

Figure 3 – Total unemployment rate in the EU 

 

Data source: AMECO. 

Figure 4 – Public finances in the EU 
Quarterly, % of gross domestic product (GDP) 

  

Data source: Eurostat. 
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https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Unemployment_statistics
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Job_vacancy_statistics
https://commission.europa.eu/publications/2023-european-semester-annual-sustainable-growth-survey_en
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2022-economic-forecast-eu-economy-turning-point_en
https://dashboard.tech.ec.europa.eu/qs_digit_dashboard_mt/public/sense/app/667e9fba-eea7-4d17-abf0-ef20f6994336/sheet/f38b3b42-402c-44a8-9264-9d422233add2/state/analysis/
https://ec.europa.eu/eurostat/databrowser/view/teina230/default/table
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in government debt in absolute terms. In other words, while governments continued to expand 
their support for households and firms, the economy was rebounding, and the bolstered output 
outpaced the additional discretionary fiscal spending.  

While some supporting measures were temporary, intended to mitigate the consequences of the 
pandemic, others were permanent. According to the European Commission, Member States' fiscal 
policy measures to mitigate the social and economic impact of high energy prices will amount to 
1.2 % of GDP in 2022 and 1 % in 2023.27 Although these measures were implemented in a timely 
manner, more than 70 % of them were untargeted.28 The European Fiscal Board has criticised the 
decision to extend the severe economic downturn clause – which represents a de facto suspension 
of fiscal rules – and the purely qualitative and undifferentiated EU fiscal guidance, since this might 
be a signal for eroding political support for a rules-based fiscal policy framework.29 

2.2.5. Trade 
A massive terms-of-trade shock is making its way through the EU economy, as the prices paid for 
imports rise faster than those received for exports. In particular, energy importing countries saw 
their trade balance deteriorate from February 2022 onwards. The impact of surging energy prices is 
amplified by the depreciation of the euro and other EU currencies, in particular against the US dollar. 

Nevertheless, as import and 
export prices suggest, EU firms 
have been able to pass on a 
significant part of the import 
price increases to export prices. 
Therefore, despite the 
unprecedented energy cost 
shock, companies were able to 
contain losses in market 
shares.30 This mitigating effect 
can be attributed to the EU 
economy's considerable 
openness and the important 
role of the euro as invoicing 
currency. However, owing to 

subdued global demand, trade growth will likely be limited.31 

2.3. Fiscal-monetary trade-off 
The Russian war on Ukraine drastically reversed the dynamics of the unexpectedly strong economic 
recovery from the COVID-19 pandemic in Europe.32 Supported by decisive fiscal and monetary 
policies, the EU economy was back to its pre-crisis output levels as early as the third quarter of 2021, 
albeit with large differences across Member States. The economic growth dynamic extended into 
                                                             
27 European Economic Forecast – Autumn 2022, European Commission, Box 1.2.4. 
28 Annual sustainable growth survey 2023, European Commission, November 2022, p. 14. 
29 The European Fiscal Board (EFB) is an independent advisory body to the Commission. See European Fiscal Board, 

Annual Report 2022, October 2022. 
30 European Economic Forecast – Autumn 2022, European Commission, p. 4. 
31 European Economic Forecast – Autumn 2022, European Commission, p. 21. 
32 European Economic Forecast – Autumn 2021, European Commission, p. 3. 

Figure 5 -- EU trade balance 

Data source: Eurostat. 

https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2022-economic-forecast-eu-economy-turning-point_en
https://commission.europa.eu/publications/2023-european-semester-annual-sustainable-growth-survey_en
https://commission.europa.eu/business-economy-euro/economic-and-fiscal-policy-coordination/european-fiscal-board-efb_en
https://commission.europa.eu/publications/2022-annual-report-european-fiscal-board_en
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2022-economic-forecast-eu-economy-turning-point_en
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2022-economic-forecast-eu-economy-turning-point_en
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2021-economic-forecast-recovery-expansion-amid-headwinds_en
https://ec.europa.eu/eurostat/databrowser/bookmark/d677d9ec-6f38-413e-a6de-4e94ac421ffb?lang=en
https://ec.europa.eu/eurostat/databrowser/bookmark/d677d9ec-6f38-413e-a6de-4e94ac421ffb?lang=en
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the second quarter of 2022, firmly entrenched in a monetary and fiscal policy mix aligned in its goal 
to support recovery.33 In 2023, the policy objectives of fiscal and monetary policy face significant 
trade-offs between taming inflation and mitigating the impact of high energy prices.34 In an 
environment of slowing growth, high inflation, elevated post-pandemic debt levels and eroding real 
incomes, fiscal and monetary objectives are diverging. 

2.3.1. Fiscal policy 
On the back of rising energy bills that erode households' and companies' purchasing power, 
governments are trying to cushion the impact on real incomes and investment activity. The resulting 
expansionary fiscal policies, maintaining demand through measures that mitigate the impact of 
high energy prices, could undermine the disinflationary policy currently conducted by central banks 
to bring down inflation by reducing support for demand. Monetary authorities could therefore be 
forced to increase policy rates even further, at the cost of larger output and employment losses.35 
According to the Commission,36 Member States' fiscal policy measures to mitigate the impact of 
high energy prices will amount to 1.2 % of GDP in 2022 and between 0.9 % (no policy change) and 
2 % (including estimates of potential additional budgetary costs) in 2023. In the latest annual 
sustainable growth survey, the Commission states that measures such as lower value-added tax 
(VAT) rates or excise duties, or changes to levies and subsidies on energy products, were not focused 
on vulnerable households and exposed firm, as more than 70 % of them were untargeted.37 At the 
same time, the resilient labour market conditions would allow governments to focus on targeted 
cost-of-living policy interventions, and avoid supporting wages,38 which could result in a wage-price 
spiral39. Furthermore, reducing energy dependence on imported fossil fuels can be expected to 
exert upward pressure on the prices of a broad range of products during the transition period.40 
Therefore, fiscal restraint can help tackle inflation, and – as argued by the ECB41 – fiscal measures 
need to be temporary and tailored to the most vulnerable households and businesses in order for 
fiscal policy not to stoke inflation. 

2.3.2. Monetary policy 
The monetary side in the policy mix centres around price stability. As mentioned above, to bring 
inflation back from record-high levels to the 2 % target, the ECB has so far followed the synchronised 
tightening cycle of central banks around the world. On the one hand, it tackled inflation by front-
loading four consecutive policy rate increases, and on the other, it countered fragmentation 
concerns by creating a new policy tool, the transmission protection instrument.42 Forceful monetary 
policy tightening would have an effect on financial conditions. Rising borrowing costs could amplify 
pre-existing financial vulnerabilities in the corporate sector.43 Increasing risk premiums of sovereign 

                                                             
33 Finding the right mix: monetary-fiscal interaction at times of high inflation, European Central Bank, November 2022. 
34 T. Adrian and V. Gaspar, How Fiscal Restraint Can Help Fight Inflation, IMF Blog, November 2021.  
35 The complexity of monetary policy, European Central Bank, November 2022.  
36 European Economic Forecast – Autumn 2022, European Commission, Box 1.2.4. 
37 Annual Sustainable Growth Survey 2023, European Commission, November 2022, p. 14. 
38 Persistence of inflation in the euro area, speech by I. Schnabel, European Central Bank, November 2022.  
39 Monetary policy in a cost-of-living crisis, speech by I. Schnabel, European Central Bank, September 2022. 
40 A new age of energy inflation: climateflation, fossilflation and greenflation, speech by I. Schnabel, European Central 

Bank, March 2022. 
41 Policy mix of the future: the role of monetary, fiscal and macroprudential policies, speech by L. de Guindos, Vice-

President of the ECB, European Central Bank, September 2022. 
42 See M. Höflmayr, Inflation explained: What lies behind and what is ahead?, EPRS, European Parliament, August 2022.  
43 Outlook for the euro area economy and financial stability, European Central Bank, September 2022. 

https://www.europarl.europa.eu/cmsdata/215036/01.Kiel%20final.pdf
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp221124%7Efa733bc432.en.html
https://www.imf.org/en/Blogs/Articles/2022/11/21/how-fiscal-restraint-can-help-fight-inflation
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp221114%7E23b213922c.en.html
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2022-economic-forecast-eu-economy-turning-point_en
https://commission.europa.eu/publications/2023-european-semester-annual-sustainable-growth-survey_en
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp221110%7E9262b97264.en.pdf?3c10c05949c19d8bb793f1d36b423b9c
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220930%7E9dac17b1fe.en.html
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220317_2%7Edbb3582f0a.en.html
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp220929_1%7E99e5e3455a.en.html
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2022)729352
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp221114_1%7E666e64bcc4.en.html
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debt and debt spreads across EU countries could raise the risk of financial fragmentation that has 
given rise to concerns about fiscal dominance.44 The fact that it is as yet unclear whether the supply 
shocks have depressed potential output durably further complicates the policy dichotomy.45 
Evidence suggests that destroying demand also affects supply through scarring effects.46 Excessive 
monetary tightening could therefore result in permanent loss of output, as productive capacity 
adjusts to persistently lower demand. Preserving productive capacity in a contractionary economic 
environment is the balancing act between targeted energy and fiscal policies on the one side and a 
sufficiently large withdrawal of monetary policy accommodation on the other. Thus, monetary 
authorities are treading a narrow path between taming inflation and averting an excessive decline 
in demand. 

2.4. Outlook 
The economic outlook is heavily influenced by the evolution of the geopolitical situation and its 
reverberations in commodity markets. Risks of medium-term output scarring, which were 
successfully avoided in the pandemic, are resurfacing. Growth has been revised downwards 
significantly compared with previous projections; this is due to the EU economy expected to 
contract in the last quarter of 2022 and the first quarter of 2023 on account of the energy crisis, high 
uncertainty, weakening global economic activity and tighter financing conditions. Beyond the near 
term, growth is projected to recover from an annual 0.3 % in 2023 to 1.6 % in 2024.47 However, risks 
to growth are on the downside, while those to inflation are on the up. In a recent staff projection, 
the ECB has revised its inflation projections significantly upwards. The euro area's annual average 
inflation, which reached 8.4 % in 2022, is expected to decrease to 6.3 % in 2023, and continue to fall 
to the 2 % inflation target at the end of the forecast horizon (4th quarter of 2025).48 A clear sign that 
price pressures are starting to translate into broader price dynamics is reflected in the core inflation 
forecast, excluding energy and food, which is expected to rise from 3.9 % in 2022 to 4.2 % in 2023.49  

However, while economic growth and inflation trajectories go in reverse directions, an expected 
shallow recession is juxtaposed with a robust labour market. Unemployment rates are at record low 
levels, and as rising wages are set to restore some of the lost purchasing power, slowing job creation 
could be offset partly by persistently high vacancy rates.50 Nevertheless, the current economic and 
geopolitical environment pose formidable challenges, in particular to reconcile fiscal and monetary 
policy trade-offs.51 The dichotomy of both policy objectives is also reflected in a draft report from 
the European Parliament's Committee on Economic and Monetary Affairs on the European Semester 
for economic policy coordination 2023. The draft report stresses that, while the primary objective of 
the ECB is to maintain price stability, the primary objective of the EU as a whole should be to 
minimise the impact of current turbulences on the real economy. To do so, the draft report 
emphasises the importance of adequate and coordinated fiscal, structural and regulatory policies 

                                                             
44 See Financial Dominance in the Pandemic and Post Pandemic European Economy, Policy Department for Economic, 

Scientific and Quality of Life Policies, European Parliament, September 2021.  
45 The complexity of monetary policy, European Central Bank, November 2022.  
46 D. Aikman, M. Drehmann, M. Juselius and X. Xing, The scarring effects of deep contractions, BIS Working Papers, 

No 1043, October 2022.  
47 European Economic Forecast – Autumn 2022, European Commission, p. 1. 
48 Macroeconomic projections, European Central Bank, December 2022. 
49 Monetary Policy Statement, European Central Bank, December 2022.  
50 Job vacancy rate, Eurostat, December 2022.  
51 Finding the right mix: monetary-fiscal interaction at times of high inflation, speech by I. Schnabel, European Central 

Bank, November 2022. 

https://www.europarl.europa.eu/thinktank/en/document/IPOL_IDA(2021)695448
https://www.ecb.europa.eu/press/key/date/2022/html/ecb.sp221114%7E23b213922c.en.html
https://www.bis.org/publ/work1043.htm
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https://www.ecb.europa.eu/pub/projections/html/index.en.html
https://www.ecb.europa.eu/press/pressconf/2022/html/ecb.is221215%7E197ac630ae.en.html
https://ec.europa.eu/eurostat/databrowser/bookmark/fb866259-b494-476f-9861-cc1f2ed09595?lang=en
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that complement the ECB's monetary policy actions, which are also capable of supporting 
household incomes and providing targeted support for companies suffering from supply 
bottlenecks and high energy costs.52 The draft report is scheduled for a plenary vote in March 2023. 

  

                                                             
52 Draft report on the European Semester for economic policy coordination 2023, Committee on Economic and 

Monetary Affairs, European Parliament, December 2022. 

https://www.europarl.europa.eu/doceo/document/ECON-PR-739576_EN.pdf
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3. EU budget in perspective 
While the EU budget represents a small proportion of overall public spending in the EU, it has 
features that enable it to punch above its weight. The EU has responded to the challenges of recent 
years with new means, in particular the Next Generation EU (NGEU) recovery instrument (see 
Chapter 6),53 involving the issuing of common debt and new EU own resources,54 by which the role 
of the EU budget has broadened. More recently, it established a new package of macro-financial 
assistance for Ukraine55 in the form of highly concessional loans backed by the EU budget. Still, the 
Russian war of aggression against Ukraine and its effects, combined with insufficient progress in 
reforming the EU budget revenue side, have pushed the current 2021-2027 multiannual financial 
framework (MFF)56 to its limits. The European Parliament has called for an urgent revision of the 
MFF.57 

3.1. Size and role of the EU budget 
Totalling €174.4 billion (in payment appropriations) in 2021, the EU budget has traditionally 
accounted for around 1 % of EU gross national income (GNI).58 While EU Member States' public 
spending represented, on average, 51 % of their GNI in 2021. This share went down from the record 
53 % in 2020 when public spending increased to mitigate the impact of the COVID-19 pandemic 
and the resulting recession.59 

Data source: EU spending and revenue 2021-2027, European Commission, and Eurostat (provisional data). 

Prior to the outbreak of the pandemic and before NGEU implementation began, the EU budget 
represented some 2 % of total public spending in the EU, reflecting the fact that spending powers 

                                                             
53  A. D'Alfonso, Next Generation EU: A European instrument to counter the impact of the coronavirus pandemic, EPRS, 

European Parliament, 2020. 
54  A. D'Alfonso, Own resources of the European Union: Reforming the EU's financing system, EPRS, European Parliament, 

June 2021. 
55  M. Pari, Macro-financial assistance for Ukraine in 2023, EPRS, European Parliament, November 2022. 
56  The MFF and its ceilings are explained in Section 5.1.1. 
57  Resolution of 15 December 2022 on upscaling the 2021-2027 multiannual financial framework: a resilient EU budget 

fit for new challenges, European Parliament. The review and possible revision of the MFF, including the position of 
the European Parliament, are discussed in Section 5.1.2. 

58 As of 2021, this share is rising above 1 % of EU-27 GNI, following the adoption of the new MFF and the temporary 
recovery instrument as well as the withdrawal of the UK from the EU. In 2022, authorised EU budget payments 
represent 1.14 % of EU GNI (see Chapter 4), excluding expenditure financed by the NGEU recovery instrument. For 
2023, the EU budget was agreed again at 1.14 % of EU GNI. 

59 The share of the EU Member States' public spending represented, on average, between 46 % and 49 % of EU GNI in 
the years 2014-2019 See Eurostat. 

Figure 6 – EU budget and general government expenditure in the EU (2021, € billion)  

 

https://commission.europa.eu/strategy-and-policy/eu-budget/long-term-eu-budget/2021-2027/spending-and-revenue_en
https://ec.europa.eu/eurostat/databrowser/view/GOV_10A_MAIN$DEFAULTVIEW/default/table
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2020)652000
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2018)630265
https://www.europarl.europa.eu/thinktank/en/document/EPRS_ATA(2022)739203
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0450_EN.html
https://ec.europa.eu/eurostat/databrowser/view/tec00023/default/table?lang=en
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and resources in most policy areas lie mainly with the Member States, be it at national, regional or 
local level. These data show a situation very different from that of federal entities, where federal 
spending usually represents at least half of the total public spending in decentralised models, such 
as the US.60 In 2020, the share of EU funds in government spending in the EU went up to an average 
of 2.5 %, and in 2021, to almost 3 %. 

Analysts61 note that the EU budget has performed two of the three functions that economic theory 
traditionally attributes to public finance: the provision of public goods (e.g. promotion of research 
and innovation activities), and some redistribution of resources to reduce disparities.62 The latter is 
in line with the objectives of economic, social and territorial cohesion between EU regions enshrined 
in the Treaty on the Functioning of the European Union (TFEU).63 These two functions are not 
mutually exclusive, since a policy area with redistributive objectives, such as cohesion, can also 
provide public goods. The third function, which had not been covered previously by the EU budget 
because of its size and limited flexibility in the context of multiannual planning, is macroeconomic 
stabilisation. The new temporary recovery instrument, NGEU, has been playing this role to a certain 
extent since 2021. 

Studies often draw attention to the relatively small size of the EU budget, concluding that this and 
other features limit its overall capacity to provide public goods and play a redistributive role. For 
example, one paper64 estimates that the annual redistribution of resources operated by the EU 
budget over the last 15 years corresponds to 0.2 % of the area's GNI,65 as compared with 1.5 % for 
the federal budget in the US. In other words, in the EU, 80 % of resources are returned to the Member 
State that provided them. 

In December 2020, together with the adoption of the budgetary package for the years 2021 to 2027, 
a major innovation was the launch of a temporary recovery instrument, NGEU, financed through 
resources borrowed on the markets by the European Commission on behalf of the EU (see 
Section 3.2 and Chapter 6).  

As a result, NGEU has increased significantly the resources channelled through EU budgetary 
instruments in the first part of the programming period, with a view to helping the EU and national 
economies recover and become more resilient. In that respect, from 2021, the EU budget has for the 
first time been contributing to a certain extent to macroeconomic stabilisation, although this role 
mainly remains with the monetary policy of the European Central Bank and national budgets.66  

                                                             
60 C. Cottarelli and M. Guerguil (eds.), Designing a European Fiscal Union. Lessons from the experience of existing federations, 

Routledge, 2015. The authors examine the budgetary arrangements between central and subnational levels of 
government in a sample of 13 federations (all those with a nominal gross domestic product higher than US$400 billion 
in 2011). 

61 A. Bénassy-Quéré, X. Ragot and G. Wolff, Which Fiscal Union for the Euro Area?, Conseil d'analyse économique, 
February 2016. 

62 The third function, which had not previously been covered by the EU budget on account of its size and limited 
flexibility in the context of multiannual planning, is macroeconomic stabilisation. The new temporary recovery 
instrument, NGEU, has been playing this role to a certain extent since 2021. 

63 Part Three, Title XVIII, TFEU. 
64 P. Pasimeni and S. Riso, The redistributive function of the EU budget, IMK – Hans-Böckler-Stiftung, November 2016. 
65 In recent years, the figure has reached 0.3 % as a result of increasing diversity in the EU, determined on the one hand 

by the accession of 13 Member States with lower per capita income as of 2004, and on the other by growing 
divergence in economic performance and unemployment rates following the financial and economic crisis. 

66  L. Codogno and P. van den Noord, Assessing Next Generation EU, Luiss School of European Political Economy, 
November 2020. 

http://www.cae-eco.fr/IMG/pdf/cae-note029-en.pdf
http://www.boeckler.de/pdf/p_imk_wp_174_2016.pdf
https://sep.luiss.it/publication-research/publications/l-codogno-p-van-den-noord-assessing-next-generation-eu/
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In any case, irrespective of the temporary recovery instrument, the role that the EU budget can play 
in the economy should not be underestimated, and neither should the achievement of EU policy 
objectives on account of several of its characteristics. An example is the high share of the EU budget 
devoted to investment as compared with national budgets, where most resources are typically 
allocated for consumption and transfers, and its capacity to leverage complementary sources of 
financing through innovative financial instruments. Another example are advantages such as 
economies of scale in policy areas where the pooling of resources at EU level may help meet 
objectives more effectively, such as in the field of development cooperation with third countries. 

In some countries, the EU budget represents a significant source of resources for investment.67 For 
instance, in 19 Member States, mainly among those that joined the EU after April 2004, the EU 
budget – as a share of total government spending – is significantly higher than 2.7 % average, with 
figures reaching over 10 % for Lithuania, Croatia and Latvia (Figure 7).68 

Figure 7 – EU budget as a share of public spending in individual Member States (2021) 

 

Data source: EU spending and revenue 2021-2027, European Commission, and Eurostat (provisional data). 

Moreover, when focusing on investment only, the contribution of the EU budget to public 
investment in the EU is higher: according to the Commission, for the 2015 to 2017 period, cohesion 
policy alone represented 8.5 % of government capital investment in the EU. In cohesion countries, 
the share of the total public investment financed by cohesion funding grew from 34 % (2007-2013 
MFF) to 52 % (2014-2020 MFF). This considerable relative growth was caused by the contraction of 
national public investment because of the COVID-19 pandemic crisis.69 

                                                             
67 While the European Commission publishes the allocation of expenditure to Member States, it underlines that this is 

only an accounting exercise that does not provide a complete overview of the benefits that each Member State 
derives from EU membership. Annex 1a recapitulates this allocation for each major category of EU spending in 2021. 

68 The group also includes some pre-2004 Member States. For example, the case of Luxembourg (8.3 %) is mainly 
explained by the size of the country, its role as host to a number of EU institutions, and the administrative expenditure 
attributed to the country on this basis. As for the EU budget, the graph includes neither spending in countries outside 
the EU nor spending that could not be attributed to individual Member States. In 2021, this figure totalled 
€17.4 billion. 

69 Cohesion in Europe towards 2050. Eighth report on economic, social and territorial cohesion, European Commission. 
February 2022. 

https://commission.europa.eu/strategy-and-policy/eu-budget/long-term-eu-budget/2021-2027/spending-and-revenue_en
https://ec.europa.eu/eurostat/databrowser/view/GOV_10A_MAIN$DEFAULTVIEW/default/table
https://ec.europa.eu/regional_policy/information-sources/cohesion-report_en
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As regards investment in research and innovation, Horizon 2020 (2014-2020) was the world's largest 
transnational programme devoted to these activities. Its successor, Horizon Europe (2021-2027), has 
a record budget of €95.5 billion, including €5.4 billion from NGEU.70 

From that perspective, the European Commission and the European Parliament have stressed71 that 
the EU budget is different in nature and function from national budgets, since it is mainly an 
investment budget with a focus on measures with European added value. The current MFF, which 
defines the EU's budgetary structure for the 2021 to 2027 period, seeks to concentrate resources 
further on such measures, in line with the debate that characterised the preparation of relevant 
proposals and brought about their adoption. 

Co-financing is a characteristic of the EU budget that can increase its impact on job creation and 
growth. This means that EU spending is normally used in conjunction with funding from other 
public or private sources, thus resulting in total investment being higher than the EU contribution 
proper. To some extent, this already holds true for traditional grants. In response to the COVID-19 
crisis, cohesion funds were, however, exceptionally made available at a 100 % EU financing rate 
between 1 July 2020 and 30 June 2021, through the coronavirus response investment initiative plus 
(CRII+.)72 In addition, with a view to maximising the 'multiplier effect' of the EU budget, innovative 
financial instruments such as triggering equity, quasi-equity, debt or guarantee funding have been 
developed to support economically viable investments in line with EU objectives. 

While innovative financial instruments are not suitable for all kinds of public spending, they have 
features that make them attractive for some policy areas and objectives, notably by attracting 
additional funding from other sources (leverage effect), and generating income through amounts 
repaid by funding beneficiaries to be used for new operations in line with the same policy objectives 
(revolving instruments). The leverage effect can vary significantly from one instrument to another. 

Regarding the 24 financial instruments covering internal policies, the Commission reports that, by 
the end of 2021, EU contributions worth approximately €10.5 billion, together with financing from 
other sources, had triggered just under €116 billion in total financing provided by financial 
intermediaries for final recipients.73 The data indicate average leverage of a factor of more than 11, 
meaning that each euro invested by the EU has generated on average more than €11 of financial 
support for final beneficiaries. From the launch of each financial instrument until 31 December 2021, 
around 1 280 000 small and medium-sized enterprises (SMEs) and small midcaps (up to 
499 employees) have reportedly received funding from these financial instruments.74 

The European Commission's High-Level Group on Own Resources notes, based on a study75 it 
requested, that wealthier Member States have a comparative advantage when it comes to attracting 

                                                             
70  Horizon Europe - the most ambitious EU research & innovation programme ever, European Commission 2021. 
71 The added value of the EU budget, SEC(2011) 867, European Commission, June 2011; resolution of 13 June 2012 on 

the MFF and own resources, European Parliament; Reflection paper on the future of EU finances, COM(2017) 358, 
European Commission, June 2017. 

72  V. Margaras, Specific flexibility measures for ESI funds in response to the coronavirus outbreak, EPRS, European 
Parliament, 2020. 

73 Draft general budget of the EU for the financial year 2023, working documents I to XIII, European Commission. 
74 Draft budget 2023: Working document X (COM(2022) 400), European Commission, June 2022. For more details on the 

advantages and challenges of financial instruments, see Implementing the EU budget through financial 
instruments – lessons to be learnt from the 2007-2013 programme period, European Court of Auditors, 2016; and 
Financial instruments: defining the rationale for triggering their use, Policy Department for Budgetary Affairs, 
European Parliament, October 2017. 

75 J. Núñez Ferrer, J. Le Cacheux, G. Benedetto and M. Saunier, The potential and Limitations of Reforming the Financing 
of the EU Budget, CEPS, July 2016. 

https://op.europa.eu/en/publication-detail/-/publication/1f107d76-acbe-11eb-9767-01aa75ed71a1/language-en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52011SC0867
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-%2f%2fEP%2f%2fTEXT%2bTA%2bP7-TA-2012-0245%2b0%2bDOC%2bXML%2bV0%2f%2fEN&language=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM:2017:358:FIN
https://www.europarl.europa.eu/thinktank/en/document/EPRS_ATA(2020)649378
https://commission.europa.eu/publications/working-documents-2023_en
https://commission.europa.eu/system/files/2022-06/wd_x_final_web_v2.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR16_19/SR_FIN_INSTRUMENTS_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR16_19/SR_FIN_INSTRUMENTS_EN.pdf
https://www.europarl.europa.eu/thinktank/en/document/IPOL_STU(2017)603787
https://www.ceps.eu/ceps-publications/potential-and-limitations-reforming-financing-eu-budget/
https://www.ceps.eu/ceps-publications/potential-and-limitations-reforming-financing-eu-budget/
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resources linked to the main financial instruments.76 The distribution of these resources therefore 
differs from that in traditional EU spending areas such as cohesion and agriculture. Owing to the 
leverage effect and evolving nature of these instruments, the standard representation of the 
allocation of EU expenditure to Member States (see Annex 1a) provides only a partial picture of the 
overall benefits deriving from the EU budget and EU membership. 

In some policy areas, the pooling of resources at EU level may bring advantages such as economies 
of scale and elimination of duplication, generating European added value and enabling a more 
effective achievement of results. An EPRS study analysed budgetary benefits and cost savings such 
as the additional provision of public goods, efficiency gains and lower administrative costs that 
Member States can realise by means of funding policies and programmes with European added 
value at EU rather than national level. Applying a new methodology for assessing the 'waste rate' in 
overlapping national spending to four case studies on health, climate change, social insurance and 
defence, the study concludes that Member States could save €180 billion per year through 
improved allocation of budgetary resources in these policy areas.77 Another example is 
development cooperation, where the EU, together with its Member States, is the world's largest 
development aid donor.78 As the Organisation for Economic Co-operation and Development (OECD) 
underlined in a 2018 peer review, the EU – together with its Member States – is not only the world's 
largest donor of aid; its impact stretches further: it has influence on global trade arrangements, is a 
leader in combatting climate change, and is critical in global peacekeeping.79 A 2012 OECD review 
stated that EU development programmes have comparative advantages thanks to their geographic 
reach, scale and scope.80 According to the mapping the cost of non-Europe exercise carried out for 
the European Parliament, improved coordination of EU aid donors could bring economic benefits 
worth between €3.6 billion and €14.5 billion per year – with a mid-point estimate of €9 billion – 
including both direct savings and better results in recipient countries.81 Other policy areas often 
deemed to have great potential for enhanced joint action include digital infrastructure and its 
protection, external borders and asylum management.82 

In conclusion, the EU budget is relatively small but has features that can reinforce its overall impact. 
While it has changed over time, its reform has advanced rather slowly owing to the procedures for 
adopting its financing system and multiannual planning tool, which require unanimity in Council 
(see Chapter 5).  

3.2. EU budget structure: Revenue, multiannual planning and 
recovery instrument 

The 'own resources' system sets out how the EU budget is financed, while the structure of the 
expenditure side of the budget is determined, for a period of at least five years, by a multiannual 
planning tool, the MFF. 

                                                             
76 Future financing of the EU. Final report and recommendations of the High-Level Group on Own Resources, European 

Commission, 2017. 
77  J. Saulnier, Improving the quality of public spending in Europe: Budgetary 'waste rates' in EU Member States, EPRS, 

European Parliament, 2020. 
78  Recipients and results of EU aid, European Commission website. 
79  OECD Development Co-operation Peer Reviews: European Union 2018, OECD, 2018. 
80 OECD Development Assistance Peer Reviews: European Union 2012, OECD, 2012. 
81 Europe's two trillion euro dividend: Mapping the Cost of Non-Europe, 2019-24, EPRS, European Parliament, 2019. 
82 J. Pisani-Ferry, 'Europe can take a bigger role in providing public goods', Financial Times, 3 December 2019. 
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Unlike national budgets, the EU budget 
cannot run a deficit. Its financing has so 
far been ensured83 by three main 
sources of revenue: traditional own 
resources (customs duties and sugar 
levies); an own resource based on a 
harmonised base of value-added tax 
(VAT); and an own resource linked to 
Member States' GNI, which plays the role 
of balancing the budget.84 The 
maximum level of resources available for 
the EU budget is now set at 1.40 % of EU 
GNI (the 'own resources ceiling'), after 
having remained virtually unchanged 
since the 1990s. 

In December 2020, to enable the 
financing of NGEU, the Council adopted 
a new own resources decision.85 All 
Member States ratified the decision by 
the end of May 2021.86 It introduces 
several important changes to the 
system, applied retroactively as of 
1 January 2021. More specifically, the 
decision raises the own-resources ceiling permanently from 1.20 % to 1.40 % of EU GNI, to take 
account of developments such as the smaller total GNI of the post-Brexit EU and the uncertain 
economic outlook owing to the COVID-19 pandemic. The Commission was allowed to borrow on 
the financial markets at favourable interest rates on behalf of the EU to finance NGEU. The sole 
purpose of the temporary recovery instrument was to address the consequences of the pandemic 
crisis. A further, temporary, increase in the own-resources ceiling, worth an additional 0.60 % of EU 
GNI, is devoted exclusively to guaranteeing borrowing operations for NGEU, and applies until 
December 2058 at the latest. A new own resource based on non-recycled plastic waste was 
introduced as of 2021, contributing €5.8 billion in its first year.87 For the 2022 and 2023 budgets, the 
plastic own-resource contribution is estimated at €6 billion each.88 

Currently, the bulk of revenue is provided by a GNI-based resource and a VAT-based resource, which 
Member States perceive as national contributions rather than EU own resources. In 2022, these two 
resources accounted jointly for three quarters of EU financing (see Figure 8). According to several 
analysts and stakeholders, including the European Parliament, the predominant role of national 
contributions promotes a focus in budgetary negotiations to be put on Member States' net balances 

                                                             
83 Council Decision of 26 May 2014 on the system of own resources of the European Union (2014/335/EU, Euratom). 
84 Other revenue, which is not classified as own resources, includes, inter alia, tax on EU staff salaries, contributions from 

non-EU countries to certain programmes, and fines on companies for breaching competition law. 
85 Council Decision (EU, Euratom) 2020/2053 of 14 December 2020 on the system of own resources of the European 

Union and repealing Decision 2014/335/EU, Euratom. 
86  For more on this, see A. D'Alfonso, National ratification of the Own Resources Decision, EPRS, European Parliament, 

June 2021. 
87  Consolidated annual accounts of the European Union. Financial year 2021, European Commission, June 2022. 
88  Amending Letter No 1 to the draft general budget 2023, COM(2022) 670, European Commission, October 2022. 

Figure 8 – EU revenue in 2022 (in million €) 

 

Data source: Draft amending budget 4/2022, European 
Commission. 
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and programmes with geographically pre-allocated expenditure. During the MFF negotiations, 
Parliament managed to obtain a roadmap for the introduction of other new own resources89 in 
addition to those linked to non-recycled plastic waste. The additional new own resources should 
cover at least the repayment costs of NGEU. Proposals for new own resources were presented by 
the European Commission in December 2021 for revenues from emissions trading, resources 
generated by the proposed carbon border adjustment mechanism, and residual profits of 
multinationals under an OECD/G20 agreement (see Chapter 5).  

With the withdrawal of the UK from the EU, the permanent correction mechanism (the UK 'rebate'90), 
which reduced its contributions to the EU budget, has been eliminated. However, lump-sum 
corrections will continue to reduce the contributions of five Member States (Denmark, Germany, the 
Netherlands, Austria and Sweden) temporarily for the 2021 to 2027 period. Annex 2 summarises 
national contributions by Member State and traditional own resources collected on behalf of the EU 
in 2021. 

As for the expenditure side of the budget, the 2021 to 2027 MFF91 set maximum levels of resources 
('ceilings') for each major category ('heading') of EU spending for a period of seven years. The MFF 
resources for commitments over the entire 2021 to 2027 period amount to €1 074.3 billion in 2018 
prices. Negotiated between 2018 and 2020, the MFF is complemented by the NGEU recovery 
instrument to address the consequences of the pandemic (see Chapter 6). Worth €750 billion in 
2018 prices, this major innovation in EU finances is providing a mix of grants (€390 billion) and loans 
(€360 billion) over the 2021 to 2023 period: the grants increase the size of the EU budget and 
represent external assigned revenue (see Chapter 4), while resources borrowed to finance loans are 
transferred directly to Member States. 

Figure 9 shows the distribution of MFF and NGEU resources among seven major categories of EU 
spending.92 The MFF details the annual ceilings for new commitments in each spending category 
and an overall ceiling for annual payments. In addition, it contains certain special instruments 
outside the MFF ceilings, such as the European Globalisation Adjustment Fund, the Solidarity and 
Emergency Aid Reserve, the Brexit Adjustment Reserve and the Flexibility Instrument, as well as 
flexibility provisions to give some room for manoeuvre in case of unexpected events (see 
Section 5.1.5). The challenge is to strike the right balance between the predictability of investments 
and the capacity to address unforeseen events and new priorities that can emerge during a rather 
long programming period.93 

                                                             
89  A. D'Alfonso, Own resources of the European Union: Reforming the EU's financing system, EPRS, European Parliament, 

2021. 
90 A. D'Alfonso, The UK 'rebate' on the EU budget: An explanation of the abatement and other correction mechanisms, 

EPRS, European Parliament, 2016. 
91  Council Regulation (EU, Euratom) 2020/2093 of 17 December 2020 laying down the multiannual financial framework 

for the years 2021 to 2027. 
92 Heading 2 'Cohesion, Resilience and Values' has two subcategories or 'subheadings': 2a 'Economic, social and 

territorial cohesion' and 2b 'Resilience and values'. 
93 For more information on flexibility, see M. Sapała, How flexible is the EU budget? Flexibility instruments and 

mechanisms in the multiannual financial framework, EPRS, European Parliament, 2020. 
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https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2016)577973
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32020R2093
https://www.europarl.europa.eu/thinktank/en/document/EPRS_IDA(2020)646138
https://www.europarl.europa.eu/thinktank/en/document/EPRS_IDA(2020)646138
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Figure 9 – 2021-2027 MFF and NGEU by heading 

 

Source: EPRS, based on European Commission data. 

3.3. Main institutional actors in two key budgetary cycles 
The European Parliament and the Council of the European Union are the two arms of the EU 
budgetary authority. Their tasks regarding the annual budget include setting political guidelines for 
the year ahead – to be taken into account by the European Commission when presenting the draft 
budget proposal and its updates. Parliament and Council then negotiate in view of agreeing and 
adopting the EU budget. 

The Parliament's and the Council's powers differ depending on the issue at stake. For the annual 
budgetary expenditure, both enjoy an equal footing. The decision on the design of the own 
resources system requires unanimity among the Member States in the Council, while Parliament is 
consulted. The Council adopts the regulation establishing the MFF unanimously; however, in this 
case, it needs to obtain Parliament's consent beforehand. 

https://epthinktank.eu/2014/08/27/graphics-on-budget/#jp-carousel-45812
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This asymmetry in the powers of the budgetary authority's two arms sharpens the differences in 
their perspectives on budgetary issues.94 Moreover, the unanimity requirement in the Council for 
the adoption of own resources and the MFF is often seen as an obstacle to major EU budget reform. 
While the budget procedure has been modified over the years, the veto power enshrined in the 
Treaties is deemed to favour the continuation of the status quo, which has generally ensured a 
balance between Member States that join forces in subgroups sharing the same interests. For 
instance, debates on budgetary negotiations often refer to groups as either net contributors or net 
beneficiaries, and as 'friends of cohesion', 'friends of better spending or correction mechanisms', and 
'friends of agriculture'. The European Parliament has long pushed for EU budgetary reform – 
including in areas where its powers are more limited, such as own resources and the MFF – with the 
aim of shifting the focus of budgetary discussions to measures with European added value.95 The 
impact of the pandemic, meanwhile, brought a new dynamic to the MFF negotiations, resulting in 
an innovative package with the launch of a temporary recovery instrument. Concerning NGEU, 
involvement of both arms of the budgetary authority in NGEU governance was key in the 
negotiations. Parliament, which is involved through a regular, structured dialogue with the 
Commission, has the power to scrutinise96 NGEU implementation (see Section 6.6). 

As regards the implementation stage, the European Commission is ultimately responsible for 
executing the EU budget. However, implementation involves a wide range of actors under the three 
different management modes set out in the EU Financial Regulation: shared management, direct 
management and indirect management. In 2021, Member States implemented 48.5 % of the MFF in 
'shared management' with the Commission, which in the 2021 to 2027 period applies to most 
expenditure under subheading 2a 'Economic, social and territorial cohesion' and heading 3 'Natural 
Resources and Environment'. As for the remaining MFF expenditure, 46.5 % was implemented under 
'direct management' (Commission and EU executive agencies), while 4.5 % was carried out under 
'indirect management' (by other entities, such as third-country authorities, international 
organisations, EU decentralised agencies and specialised EU bodies).97 In 2021, the unusually low 
percentage of EU budget implementation under shared management was due to a delay in the 
adoption of the legal basis for cohesion policy funds.98 For comparison, in 2020, 74 % of the EU 
budget was implemented in shared management mode. 

Designed to ensure that EU resources are used correctly and effectively, the Financial Regulation99 
applicable to the EU budget details key principles that the entities entrusted with budget 
implementation must uphold. These include control and audit obligations for the various types of 
implementing methods. At political level, oversight of EU budget implementation is a key 
responsibility of the European Parliament (see Section 4.4). In the context of the forthcoming 
revision of this budget rulebook, Parliament expects100 to play a greater part in the budgetary 
scrutiny of NGEU funds (see Section 5.4.2)   

                                                             
94 See, for example, B. Patterson, Understanding the EU Budget, 2011; and S. Becker, M. Bauer and A. De Feo (eds.), The 

New Politics of the European Union Budget, 2017. 
95 See, for example, its resolution of 6 July 2016 on the preparation of the post-electoral revision of the 2014-2020 MFF: 

Parliament's input ahead of the European Commission's proposal; and its resolution of 24 October 2017 on the 
Reflection Paper on the Future of EU Finances. 

96  C. Dias, European Parliament involvement in scrutinising the Recovery and Resilience Facility, Economic Governance 
Support Unit, European Parliament, October 2021. 

97 Integrated financial and accountability reporting. Overview for the financial year 2021, European Commission, 2022. 
98  Annual management and performance report for the financial year 2021, European Commission, 2022. 
99  Regulation (EU, Euratom) 2018/1046 of 18 July 2018 on the financial rules applicable to the general budget of the Union. 
100  M. Pari, Revision of the Financial Regulation, EPRS, European Parliament, November 2021. 

http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P8-TA-2016-0309
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&language=EN&reference=P8-TA-2017-0401
https://www.europarl.europa.eu/thinktank/en/document/IPOL_BRI(2021)659627
https://commission.europa.eu/system/files/2022-07/overview_ifar_2021_web_29.07.pdf
https://commission.europa.eu/system/files/2022-06/ampr_2021_-_volume_1_2022_en.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32018R1046
https://www.europarl.europa.eu/thinktank/en/document/EPRS_ATA(2021)698787
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4. EU budget for 2023 
The preparations of the EU general budget for the year 2023 took place in the fast-moving context 
of the Russian war of aggression against Ukraine, the ensuing energy and humanitarian crises, the 
post-pandemic recovery, and climate protection. It is the third budget proposed by President 
Ursula von der Leyen's Commission and, at the same time, the third under the 2021-2027 
multiannual financial framework (MFF). For 2023, commitment appropriations were agreed at 
€186.6 billion (+2.4 % compared with the 2022 budget, including amending budgets (ABs) 1-5), 
leaving a margin for 2023 of €421.2 million beneath the MFF ceilings. The overall level of payment 
appropriations was set at €168.6 billion (-0.8 % compared with the 2022 budget, including ABs 1-5), 
leaving a margin of €3.55 billion. The 2023 budget lays the foundations for making the EU more 
sustainable and resilient to future crises, following the two-fold objectives of an effective green and 
digital transition. It is the second budget to integrate additional allocations to the EU's 10 flagship 
programmes through new mechanisms defended by the European Parliament. This was a 
negotiating success for Parliament. Agreed in the context of the 2021-2027 MFF negotiations, the 
additional allocations reinforce key programmes by €15 billion (in 2018 prices) in total.101 For 2023, 
the additional funds account for €1.65 billion (Article 5 of the MFF Regulation; see Table 1 below).  

Together, the EU budget and the EU's landmark Next Generation EU (NGEU) recovery instrument 
(see Chapter 6) have a key role to play in achieving the EU's objectives. As a temporary recovery 
instrument, NGEU runs only from the years 2021 to 2023. Taking the form of non-repayable 
support,102 in 2023, this top-up by NGEU funds totals €113.9 billion (Section 4.2), of which 
€103.5 billion in grants. 

                                                             
101 The EU flagship programmes supported by the European Parliament in the MFF negotiations cover the areas of 

climate change, research, energy, digital and transport interconnectivity, health, youth, culture, border management 
and external action. See resolution of 23 July 2020 on conclusions of the extraordinary European Council meeting of 
17-21 July 2020, European Parliament. For details on the allocation of the additional €15 billion, see M. Sapała, M. Pari 
and N. Kresnichka-Nikolchova, EU financing for 2021-2027, EPRS, European Parliament, 2020. 

102  The support provided by the RRF in the form of loans is not part of the EU budget. For the year 2023, it is estimated at 
€225.6 billion. See draft general budget for 2023, European Commission, July 2022. 

Box 1 – Reinforcements to programmes 
During the negotiations on the 2021-2027 MFF, the European Parliament secured an additional €15 billion to 
reinforce 10 EU flagship programmes, on top of the amounts agreed by the European Council in July 2020.  

The new mechanism, based on Article 5 of the MFF Regulation (Council Regulation (EU, Euratom) 2020/2093) 
is linked to the proceeds from competition fines collected by the EU. It is implemented in the annual budgets 
for the years 2022 to 2027, by increasing the MFF ceilings on a yearly basis, and provides a total of €11 billion 
to seven specific programmes. Further reinforcements of €2.5 billion are provided from the margins that were 
left unallocated under the ceilings set by the European Council in July 2020: €1 billion from reflows from the 
African, Caribbean and Pacific Group of States (ACP) Investment Facility (European Development Fund); and 
€0.5 billion from de-committed appropriations in the area of research (based on Article 15(3) of the Financial 
Regulation). Parliament additionally secured an increase of €1 billion for the Flexibility Instrument. 

In the 2023 budget, additional funds through the Article 5 mechanism account for over €1.65 billion and 
correspond, overall, to an 8.9 % increase in those programmes' financial envelopes. For individual 
programmes, the increases vary from +3.7 % for the Horizon Europe programme, to +59 % for the EU4Health 
programme. The citizens, equality, rights and values programme receives an essential reinforcement with 
+56 %, as does Creative Europe with +27 %. Under heading 4 on migration and border management, the 
Border Management and Visa Instrument (BMVI) is allocated an additional €151 million (+15.8 %). 

https://www.europarl.europa.eu/doceo/document/TA-9-2020-0206_EN.html
https://epthinktank.eu/2020/12/10/eu-financing-for-2021-2027-political-agreement-on-the-2021-2027-multiannual-financial-framework-mff-the-next-generation-eu-ngeu-recovery-instrument-and-new-own-resources/
https://eur-lex.europa.eu/budget/data/DB/2023/en/SEC00.pdf
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In the 2023 budget year, programmes from the previous 2014-2020 MFF are still being completed, 
and the new 2021-2027 programming period is slowly reaching its cruising speed. This delay is due, 
in particular, to the late adoption of the 2021-2027 MFF and the relevant legal acts.103 Negotiations 
on the MFF took longer than expected, as the relevant proposals were revised in order to integrate 
recovery measures intended to face the socio-economic impact.  

The 2023 EU budget was prepared and negotiated during the ongoing Russian war of aggression 
against Ukraine, and the EU had to deal with the economic and humanitarian fallout of that war. The 
Council defended prudent budgeting, at a lower level than the Commission proposal, providing – in 
its view – sufficient resources for the priorities set while leaving sufficient margins under the MFF 
ceilings to be able to face further unexpected financing needs. Parliament underlined the 
extraordinarily complex challenges facing the EU, and reversed most of the Council's reductions. 
Moreover, Parliament increased the financing for programmes and policies that would help the EU 
face the consequences of Russia's war of aggression against Ukraine and further contribute to the 
post-pandemic recovery. Other priorities of Parliament included tackling the energy crisis, and 
supporting climate and environment policy, defence, and research and innovation. Parliament 
adhered to its long-standing position104 that new priorities must be financed by new appropriations, 
and therefore, if necessary, be accompanied with substantial revision of the relevant MFF ceilings. 

Table 1 – Reinforcements in the 2023 budget from Article 5 of the MFF Regulation 
(commitment appropriations, in € million) 

EU programme / budget line Budget 2023 
Of which 
Article 5 

reinforcement 
% increase  

Heading 1 – Single market, innovation and digital 21 548.4 602 2.8 % 

Horizon Europe 12 352.8 451.5 3.7 % 

InvestEU Fund 340.7 150.5 44.2 % 

Heading 2 – Cohesion, resilience and values 70 586.7 904.0 1.3 % 

EU4Health 739.3 437.0 59.1 % 

Erasmus +  3 668.5 256,2 7.0 % 

Creative Europe 332.8 90.3 27.1 % 

Citizens, equality, rights and values 215.3 120.5 56.0 % 

Heading 4 – Migration and border management 3 727.3 151 4.1 % 

Integrated Border Management Fund (IBMF) -- Border 
Management and Visa Instrument (BMVI) 

956.8 151.0 15.8 % 

TOTAL  18 606.02 1657.0 8.9 % 

Data source: Draft general budget for 2023, European Commission, July 2022.  

The Council of the EU and the European Parliament, the two arms of the budgetary authority, 
entered conciliation negotiations on the 2023 budget with the diverging positions mentioned 

                                                             
103 See Multiannual Financial Framework 2021-2027, Legislative Observatory (OEIL), European Parliament; and 

Legislative Train Schedule, European Parliament. 
104  Resolution of 19 October 2022 on the Council position on the draft general budget of the European Union for the 

financial year 2023, European Parliament. 

https://eur-lex.europa.eu/budget/data/DB/2023/en/SEC00.pdf
https://oeil.secure.europarl.europa.eu/oeil/popups/thematicnote.do?id=2064000&l=en
https://www.europarl.europa.eu/legislative-train/summary
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0366_EN.html
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above. The Conciliation Committee reached agreement just before midnight of the last day of the 
conciliation period, on 14 November 2022. The agreement was approved without amendments 
during Parliament's November plenary session and signed into law by the President of the European 
Parliament, Roberta Metsola, on 23 November 2022.105 

The 2021-2027 MFF is divided into seven headings and two subheadings. Programmes and funds 
under these headings are grouped into 15 clusters, corresponding to different EU policy areas. The 
policy clusters are reflected in the annual budget headings.106  

Furthermore, when delving into the details of the EU 2023 budget, it is important to remember that 
it is complemented by the EU's temporary recovery instrument, NGEU, which has a profound impact 
on the annual budget's size, structure and organisation (see Section 4.2 and Chapter 6).107 

When it comes to the green transition, one of the EU's main priorities, at least 30 % of the EU budget 
and NGEU expenditure during the 2021-2027 period must support climate objectives.108 This target, 
built into various headings, is monitored.109 The EU budget, together with NGEU funds, in particular 
the Recovery and Resilience Facility (RRF) and the additional financing for the Just Transition Fund, 
are set to play an important role in achieving the green transition: 31.8 % of the 2023 budget and 
NGEU funds (€294.8 billion) are set to contribute to climate-related EU expenditure (see Annex 4). 

As laid down in the regulation establishing NGEU,110 the amount to be used for expenditure 
constitutes external assigned revenue (see Chapter 5, Box 4), and is counted over and above the 
MFF ceilings. In the 2023 draft budget, the Commission has entered the non-repayable part of NGEU 
as external assigned revenue totalling €113.9 billion (see Section 4.2). Specific legal commitments 
in relation to the given programme are indicated in the budget remarks for the relevant budget 
lines.111 NGEU generates an unprecedented volume of external assigned revenue for the EU budget. 
It increases the size of the 2023 budget by 61 %. Furthermore, the entry into force of the new Own 
Resources Decision allowed the Commission to make the necessary arrangements. Consequently, 
in June 2021, the Commission began the borrowing and lending operations to raise the necessary 
funds for NGEU-related payments (see Section 3.2). 

                                                             
105 The approved budget for 2023 is pending publication in the Official Journal of the EU. For details on the procedure 

and related documents, see: 2023 draft general budget: all sections, Legislative Observatory (OEIL), European 
Parliament; MEPs adopt EU budget 2023: focus on Ukraine, energy and recovery, press release, European Parliament, 
23 November 2022. 

106 As announced in the proposal for the 2021-2027 MFF, as of 2021, the Commission has broken with past practice and 
has reproduced the MFF structure when presenting the proposal for the annual budgets. For more detail on the 
structure of the budgets before 2021, see European Union public finance, European Commission, 5th edition, 2014. 

107 Since 2020, the European Recovery Instrument (EURI) is the official name of the instrument used in the draft general 
budget. However, in the documents published with the proposal establishing the instrument, the Commission 
introduced the other name, Next Generation EU (NGEU). For the purposes of this study, reference will be made to the 
latter, commonly used, name of the recovery instrument. 

108  See Article 16 of the Interinstitutional Agreement of 16 December 2020 between the European Parliament, the 
Council of the European Union and the European Commission on budgetary discipline, on cooperation in budgetary 
matters and on sound financial management, as well as on new own resources, including a roadmap towards the 
introduction of new own resources. 

109  A. D'Alfonso, Mainstreaming of climate action in the EU budget: Impact of a political objective, EPRS, European 
Parliament, 2019. 

110 Council Regulation (EU) 2020/2094 of 14 December 2020, Article 3. 
111 Draft general budget for 2023, European Commission, July 2022. 

https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2022/0212(BUD)&l=en
https://www.europarl.europa.eu/news/en/press-room/20221118IPR55709/meps-adopt-eu-budget-2023-focus-on-ukraine-energy-and-recovery
https://ec.europa.eu/commission/publications/factsheets-long-term-budget-proposals_en
https://op.europa.eu/en/publication-detail/-/publication/8bc08dd0-f1ed-4f45-bab4-75ac2a63d048
https://eur-lex.europa.eu/budget/data/DB/2021/en/SEC00.pdf
https://eur-lex.europa.eu/budget/data/DB/2021/en/SEC00.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.LI.2020.433.01.0028.01.ENG
https://www.europarl.europa.eu/thinktank/en/document/EPRS_IDA(2019)642239
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32020R2094
https://eur-lex.europa.eu/budget/data/DB/2023/en/SEC00.pdf
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4.1. Outcome of the 2023 budgetary procedure 
This third annual budget under the 2021-2027 MFF for the EU of 27 Member States was set at 
€186.6 billion112 in commitments (1.14 % of EU-27 gross national income, GNI) and at €168.6 billion 
in payments (1.03 % of EU-27 GNI), including special instruments. In absolute numbers, by 
comparison with the 2022 budget,113 this represents an increase of 2.4 % in commitments and a 
decrease of 0.8 % in payments (Figure 10). The margin below the 2021-2027 MFF ceilings available 
for unexpected needs in 2023 amounts to €421.2 million in commitment appropriations and 
€3.5 billion in payment appropriations (for detailed figures, see Annex 3).  

Figure 10 – Total commitment and payment appropriations, EU budgets for 2022 and 2023 
(in € billion) 

 

Data source: European Commission, see annexes. 

While it is the European Commission's responsibility to propose a draft budget for the year to come, 
the two arms of the EU budgetary authority, Parliament and Council, play their part in the run-up to 
its presentation by adopting guidelines. The Council adopted its guidelines for the 2023 EU budget 
on 15 March 2022.114 Parliament adopted its guidelines on 5 April 2022, outlining Parliament's goals 
for the EU's 2023 budget, with the overarching priority of facing geopolitical challenges and 
recovering from the COVID-19 crisis.115 

On 28 March 2022, in a budgetary trilogue (three-way interinstitutional negotiations), Parliament, 
Council and Commission agreed to a realistic, or 'pragmatic', calendar116 for the 2023 budgetary 

                                                             
112 Unless otherwise stated, all amounts are expressed in current prices.  
113  The 2022 budget includes ABs 1 to 5. 
114  Budget guidelines for 2023, Council of the EU, March 2022. 
115 Resolution of 5 April 2022 on general guidelines for the preparation of the 2023 budget, Section III – Commission, 

European Parliament. 
116 For more on the role of the pragmatic calendar in the EU budgetary procedure, see S. Mazur, Annual EU budgetary 

procedure. An introduction to the steps in the EP, EPRS, European Parliament, 2019. 

https://eur-lex.europa.eu/budget/www/index-en.htm
https://data.consilium.europa.eu/doc/document/ST-7218-2022-INIT/en/pdf?utm_source=dsms-auto&utm_medium=email&utm_campaign=Council+sets+its+priorities+for+the+2023+EU+budget
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0106_EN.html
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2019)640129
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2019)640129
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procedure, reflecting the time needed by the two arms of the budgetary authority to take positions 
on the proposed budget.117 They also discussed the political priorities for the forthcoming year.  

In accordance with Article 314 TFEU, the Commission subsequently presented a draft budget118 on 
1 July 2022. The Commission based the draft budget on the 2021-2027 MFF, as technically adjusted 
in June 2022 (see Section 5.1). The draft budget for 2023 amounted to €185.6 billion in 
commitments (1.12 % of EU-27 GNI) and €166.3 billion in payments, including special instruments. 
On top of that, in line with the EU's NGEU recovery instrument, the Commission reinforced the 
relevant programmes in the 2023 budget through external assigned revenue, for a total amount of 
€113.9 billion in commitments (see Section 4.2).  

Proposed spending in 2023 had two overarching priorities: first, the response to the consequences 
of Russia's war on Ukraine such as humanitarian challenges and high energy prices, including 
through REPowerEU; and second, further recovery from the economic, social and health crisis 
caused by COVID-19. At the same time, according to the Commission, the budget has been designed 
to reflect the EU's priorities as set out in the MFF Regulation. Combined with the NGEU's financial 
means, the budget would reinforce programmes that contribute to the green and digital transitions 
and support the implementation of the European Green Deal, making the European economy fairer, 
more resilient and more sustainable for future generations. Increased security and defence, 
reinforced migration and border management, and a stronger Europe in the world were also among 
the priorities in the proposed 2023 budget. 

On 9 September 2022, in the next step of the procedure, the Council formally adopted its reading of 
the draft budget.119 It reduced expenditure under the MFF ceilings by €1.64 billion in commitments, 
giving a total of €183.949 billion. It proposed to reduce payment appropriations by €530 million for 
the MFF headings, giving a total of €165.73 billion. As regards special instruments, the Council 
proposed to maintain the appropriations entered into Commission's draft budget 2023 for the 
Solidarity and Emergency Aid Reserve, the European Globalisation Adjustment Fund, and the Brexit 
Adjustment Reserve. It objected to the use of the Flexibility Instrument for expenditure in heading 7. 

Three quarters of the Council's reductions were in heading 1 – Single market, innovation and digital. 
The cuts concerned most severely Horizon Europe (-€663.2 million in commitments), ITER 
(-€120 million), InvestEU (-€177.6 million), the Digital Europe programme (-€180 million), and the 
Union secure connectivity programme (-€80.2 million). In other headings, significant decreases were 
in EU4Health (-€197 million), the European Border and Coast Guard Agency (Frontex) (-€ 50 million), 
the programme for the environment and climate action (LIFE) (-€45 million), and a €62.5 million cut 
from administrative expenditure.120 

                                                             
117 Joint statement on the dates for the budgetary procedure and modalities for the functioning of the Conciliation 

Committee in 2022, Council of the EU, April 2022. 
118  Draft general budget for 2023, European Commission, July 2022. For the complete set of annual budget procedure 

documents, see the Budget online website. 
119 Draft general budget of the EU for the financial year 2023: Council position of 6 September 2021. As presented in the 

note to the Permanent Representatives Committee (COREPER), Draft general budget of the EU for the financial year 
2023: Council position, 12 July 2022. 

120 For a detailed analysis of the Council position on the draft budget 2023, see also the European Parliament rapporteur's 
working document of 29 August 2022. 

https://data.consilium.europa.eu/doc/document/ST-7686-2022-INIT/en/pdf
https://eur-lex.europa.eu/budget/data/DB/2023/en/SEC00.pdf
https://eur-lex.europa.eu/budget/www/index-en.htm
https://data.consilium.europa.eu/doc/document/ST-11352-2021-ADD-1/en/pdf
https://data.consilium.europa.eu/doc/document/ST-11075-2022-INIT/en/pdf
https://www.europarl.europa.eu/doceo/document/BUDG-DT-735763_EN.pdf


EPRS | European Parliamentary Research Service 
  
 

26 

The European Parliament adopted its resolution on the draft 2023 budget on 19 October 2022.121 
The resolution confirmed Parliament's priorities, set out in its guidelines resolution of 5 April 2022.122 
It pointed to the extraordinarily complex set of challenges facing the EU, including: the 
repercussions of the Russian war of aggression against Ukraine, high inflation, rising levels of 
poverty, high energy prices and security of supply risks, and a worsening economic outlook. 
Moreover, it highlighted the need to secure a just, inclusive and sustainable recovery from the 
pandemic. The resolution referred to crises in many other parts of the world, technological change, 
gender equality, and the increasingly urgent need to tackle climate change and the biodiversity 
crisis while ensuring a just transition, including through investment in energy efficiency. Parliament 
proposed to restore appropriations to draft budget 2023 levels on almost all lines cut by the Council. 
In total, it increased the Commission's proposal by over €1.7 billion in commitments, bringing it to 
almost €187.3 billion. For payments, Parliament set the level at €167.6 billion. Parliament recalled its 
long-standing position that new policy priorities or tasks must be accompanied by fresh resources. 
Moreover, to finance the priorities adequately, Parliament's position called for the Flexibility 
Instrument to be fully mobilised, and for further partial use of the Single Margin Instrument. 
Parliament reiterated the urgent need for a substantial revision of the MFF. Parliament proposed to 
make available a further €836 million in commitment appropriations for research, by reusing 
unspent commitments in line with Article 15(3) of the Financial Regulation.  

Figure 11 – 2023 EU budget (commitments, € billion, current prices) 

 

Note: AL: Amending Letter. 
Data source: European Commission, see annexes. 

                                                             
121  Resolution of 19 October 2022 on the Council position on the draft general budget of the EU for the financial year 

2023, European Parliament. 
122  Resolution of 5 April 2022 on general guidelines for the preparation of the 2023 budget, Section III – Commission, 

European Parliament. 

https://eur-lex.europa.eu/budget/www/index-en.htm
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0366_EN.html
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0106_EN.html
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On 5 October 2022, the Commission adopted Amending Letter 1/2023 (AL 1/2023) to the draft 
general budget for 2023, partly to address the consequences of Russia's war of aggression against 
Ukraine.123 This increased the draft budget by €758.3 million in commitment appropriations and 
€2.39 billion in payment appropriations. It included a reinforcement of humanitarian aid 
(€150 million in commitments) as an urgent response to the consequences of Russia's war on 
Ukraine, including for the resulting food crisis, using the Flexibility Instrument. It increased Erasmus+ 
with €100 million to support pupils, students and teachers fleeing Ukraine. It strengthened the 
interest line for NGEU with €450 million, against the backdrop of rising interest costs on the markets, 
mobilising part of the Single Margin Instrument. AL 1/2023 introduced adjustments to heading 7 – 
European public administration in relation to the impact of the lower salary adjustment for 2022 on 
administrative expenditure and pensions following updated estimates on inflation and purchasing 
power compared with the parameters used when preparing the draft budget 2023. The revenue 
side of the budget was updated accordingly to match the increased expenditure.  

The Commission met many of Parliament's demands for reinforcements with the AL 1/2023. 
However, compared with the Commission's amended proposal, the European Parliament's position 
was still over €940 million higher in commitments (Figure 11).  

The 21-day conciliation period began on 25 October 2022, with a difference of over €3 billion in 
commitments between the positions of the two arms of the budgetary authority. On 
14 November 2022, the last day of the conciliation period, the negotiating parties succeeded in 
reaching a common understanding on the budget for 2023. In this agreement, reflected in the 'joint 
text', the negotiators set total commitments at €186.6 billion (+2.4 % compared with the 2022 
budget), including ABs 1-4 and draft amending budget (DAB) 5, leaving a margin for 2023 of 
€421.2 million beneath the MFF ceilings. The overall level of payment appropriations was set at 
€168.6 billion (-0.8 % compared with the 2022 budget, including ABs 1-4 and DAB 5), leaving a 
margin of almost €3.55 billion.124 The agreement was endorsed by both institutions involved: on 
22 November 2022, the Council approved the provisional agreement, and on 23 November 2022, 
the European Parliament voted the adoption at its plenary session (with 492 in favour, 66 against, 

                                                             
123 Amending Letter No 1 to the draft general budget 2023, COM(2022) 670, European Commission, October 2022. 
124 EU budget for 2021: Council and Parliament reach common understanding, press release, Council of the EU, 

4 December 2022. 

Box 2 – 2023 budgetary procedure milestones 
15 March 2022: Council adopts its guidelines for the 2023 EU budget. 
5 April 2022: European Parliament adopts its guidelines for the preparation of the 2023 EU budget. 
1 July 2022: European Commission tables the draft 2023 EU budget. 
9 September 2022: Council adopts its position on the draft 2023 EU budget. 
19 October 2022: Parliament amends Council's position on the draft 2023 EU budget. 
5 October 2022: Commission tables modifications to its 2023 EU budget proposal by means of Amending 
Letter 1 (AL 1/2023). 
25 October to 14 November 2022: Conciliation Committee. 
14 November 2022: Conciliation Committee reaches a common understanding on the 2023 EU budget 
and a joint text.  
22 November 2022: Council endorses the joint text on the 2023 EU budget. 
23 November 2022: Parliament approves the joint text. The same day, the 2023 EU budget is signed into 
law by the European Parliament's President, Roberta Metsola. 

https://commission.europa.eu/system/files/2022-10/com_2022_670_2_en_act_part1_v3.pdf
https://www.consilium.europa.eu/en/press/press-releases/2020/12/04/eu-budget-for-2021-council-and-parliament-reach-common-understanding/
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and 46 abstentions).125 On the same day, the EU's 2023 budget was signed into law by the European 
Parliament's President, Roberta Metsola. 

The adopted 2023 EU budget includes a net increase of €267.3 million compared with the draft 
budget in AL 1/2023. During the conciliation negotiations, Parliament obtained an increase of over 
€1 billion in total to finance its main political priorities, including the amendments already proposed 
by the Commission in its AL1/2023. Particularly noteworthy are the increases for: Erasmus+ 
(€120 million for students and teachers from Ukraine); humanitarian aid (€150 million); 
Neighbourhood, Development and International Cooperation Instrument (NDICI – Global Europe) 
for the EU's southern and eastern neighbourhood (€280 million); military mobility (€58.8 million); 
the Asylum, Migration and Integration Fund (€36.5 million); and the Border Management and Visa 
Instrument (€10 million). Moreover, the Parliament's negotiators were able to undo the €200 million 
cut by the Council to the EU4Health programme, and to add another €7.5 million to its budget. 
Other EU priority programmes, such as the Connecting Europe Facility (CEF); the LIFE programme; 
the EU civil protection mechanism (rescEU); the Creative Europe programme; the Digital Europe 
programme; the citizens, equality, rights and values programme; and the European Public 
Prosecutor's Office (EPPO) were reinforced. In accordance with Article 15(3) of the Financial 
Regulation, the Conciliation Committee agreed to make commitment appropriations available 
again on the research budget lines for a total of €148.8 million. As for every year of the 2014-2020 
MFF, and in 2021 and 2022, part of the reinforcements agreed by the budgetary authority will be 
financed from the flexibility tools (see Section 5.1.4). The Flexibility Instrument for 2023 is mobilised 
in commitment appropriations worth more than €1.2 billion (€182.2 million for subheading 2b – 
Resilience and values; €170.6 million for heading 5 – Security and Defence; and €882.9 million for 
heading 6 – Neighbourhood and the world). Moreover, the Single Margin Instrument was activated 
in subheading 2b – Resilience and values for an amount of €280 million in commitment 
appropriations.  

The 2023 budget includes a package of 39 pilot projects and preparatory actions (PP/PA) as 
prepared by Parliament, for a total of €80.1 million in commitments.  

Commitments for 2023 are 2.4 % higher than in 2022, while payments in 2023 are 0.8% lower than 
in 2022 (see Figure 12). 

                                                             
125 Legislative resolution of 23 November 2022 on the joint text on the draft general budget of the European Union for 

the financial year 2023 approved by the Conciliation Committee under the budgetary procedure, European 
Parliament. For the result of the vote, see the minutes of proceedings, 23 November 2022. 

https://www.europarl.europa.eu/doceo/document/TA-9-2022-0403_EN.html
https://www.europarl.europa.eu/doceo/document/PV-9-2022-11-23-VOT_EN.html
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Figure 12 – Comparison of EU budgets in 2022 and 2023 (commitment and payment 
appropriations, € billion) 

 

Data source: European Commission and European Parliament, see annexes. 

The final agreement on the 2023 EU budget includes four statements.126 As in recent years, in one 
of the declarations attached to the budgetary agreement, the two arms of the budgetary authority 
noted the need for the implementation of the programmes under the current and the previous MFFs 
to be closely monitored. This concerns, in particular, spending under subheading 2a – Economic, 
social and territorial cohesion, and spending on rural development under heading 3 – Natural 
resources and environment. Should the payment appropriations entered in the 2023 budget be 
insufficient to cover the estimated needs, the Commission is expected to present an appropriate 
solution as a matter of urgency, to allow the budgetary authority to take the necessary decisions. 
Similarly, the Commission is invited to react should the payments be higher than needed.  

In another joint statement, Parliament, Council and Commission committed to securing financing 
for the European Chips Act and the secure connectivity programme, depending the outcome of the 
ongoing legislative negotiations. 

Another joint statement of Parliament, Council and Commission deals with cybersecurity. It 
underlines that robust and coordinated cybersecurity is of critical importance to the business 
continuity of the EU institutions and bodies, particularly in the run-up to the European Parliament 

                                                             
126  See Legislative resolution of 23 November 2022 on the joint text on the draft general budget of the European Union 

for the financial year 2023 approved by the Conciliation Committee under the budgetary procedure, European 
Parliament.  

https://eur-lex.europa.eu/budget/www/index-en.htm
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0403_EN.html
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0403_EN.html
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elections in 2024. The three institutions recognised the necessity of a central capacity to address 
cybersecurity threats and incidents. 

The last statement is by the European Commission only, and refers to the review of the MFF. The 
Commission committed to assessing the sustainability of the expenditure ceilings and sub-ceilings 
of all headings of the 2021-2027 MFF in the context of the midterm review of the MFF Regulation, 
which it plans to carry out by mid-2023 (see Section 5.1.2). 

4.2. Impact of NGEU on the 2023 budget 
Since 2021, funds from the grant component of NGEU reinforce the annual budget. These funds 
have been introduced in the form of external assigned revenue (see Section 5.4), and their amount 
has been decreasing over these three years. 

In 2021, the grant component of NGEU amounted to €164.6 billion in commitments (current prices), 
which – added to the 2021 budget – more than doubled the overall EU resources. In the following 
year, NGEU was set at €143.5 billion, providing 84.6 % in additional resources to the 2022 budget. 
The 2023 budget receives an annual NGEU instalment of €113.9 billion (Figure 13), which increases 
it by 61 %. This is the last major instalment; it represents about 27 % of total NGEU grants envisaged 
for the years 2021 to 2023 (€421 billion in current prices). 

In 2023, total commitments – from both the EU budget and NGEU – will reach €300.5 billion. 
Compared with 2022, payment appropriations under NGEU have increased significantly and are 
above the level of commitments, indicating that implementation is expected to reach full speed. 

Figure 13 – Total commitment and payment appropriations under the EU budget and 
NGEU, in 2022 and 2023 (current prices, € billion) 

 

Data source: European Commission and European Parliament, see annexes. 

As shown in Table 2, the bulk of resources under NGEU are being channelled to the Member States 
through the RRF (€103.5 billion, representing 90.7 % of the NGEU grants planned for 2023) under 
heading 2. The remaining 9.3 % is reinforcing other programmes, some of them significantly, such 
as InvestEU and the Just Transition Fund (for a detailed analysis, see Section 6.5). 

https://eur-lex.europa.eu/budget/data/DB/2023/en/SEC00.pdf
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0403_EN.html
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Table 2 – Programmes in the 2023 budget that receive an NGEU contribution (in 
commitment appropriations and € billion, rounded) 

EU programmes / budget lines concerned 
2023 

budget  

Reinforcement 
by NGEU 2023 

(grants) 

Total funds  
EU budget 
and NGEU 

Heading 1 – Single market, innovation and digital 12.69 4.30 16.99 

Horizon Europe 12.35 1.83 14.18 

InvestEU Fund 0.34 2.47 2.81 

Heading 2 – Cohesion, resilience and values 0.86 104.15 105.01 

REACT-EU total* 0.0 0.0 0.0 

Recovery and Resilience Facility (RRF) 0.12 103.46 103.58 

Union civil protection mechanism (rescEU) 0.74 0.68 1.42 

Heading 3 – Natural resources and environment 13.89 5.47 19.36 

European Agricultural Fund for Rural Development (EAFRD) 12.73 0.0 12.73 

Just Transition Fund (JTF) 1.16 5.47 6.63 

TOTAL of programmes / budget lines concerned 27.44 113.92 141.36 

Estimated loans under the RRF (outside the budget)  225.64  

TOTAL from NGEU  339.56  

* REACT-EU is financed exclusively under NGEU, and implemented through ERDF and ESF+ measures. For 
2023, the residual amount envisaged is €2.9 million. 
Data source: Draft general budget of the EU for the financial year 2023, European Commission, July 2022. 

4.3. Budget headings in detail 

Figure 14 – Heading 1 – Single market, innovation and digital, 2023 commitment 
appropriations 

 

Data source: European Commission and European Parliament, see annexes. 

Heading 1 – Single market, innovation and digital127 represents 11.5 % of the 2023 budget without 
the reinforcement from the NGEU instrument, and 8.6 % of the 2023 budget and NGEU combined.128 
It concerns EU investments that contribute to the area of research and innovation, to the 

                                                             
127  For details on heading 1, see M. Pari, Single market, innovation and digital: Heading 1 of the 2021-2027 MFF, EPRS, 

European Parliament, April 2021. 
128 For detailed figures, see Annex 3. See Chapter 6 for a detailed presentation of the programmes reinforced under 

NGEU. 

https://eur-lex.europa.eu/budget/data/DB/2023/en/SEC00.pdf
https://eur-lex.europa.eu/budget/www/index-en.htm
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0403_EN.html
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2021)690541
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development of trans-European networks in transport, communication and energy, to digital 
transformation, and to single market and space policy. Examples of programmes and instruments 
supported include Horizon Europe, InvestEU, the CEF, the Digital Europe programme, the single 
market programme, and the European space programme. 

As compared with 2022, the total volume of commitments under this heading and its share in the 
2023 budget remains at almost the same level (12.8 % in 2022). Two programmes under the 
heading, Horizon Europe and InvestEU, will be reinforced by resources from NGEU for a total amount 
of €4.3 billion. The same programmes are reinforced by an additional €602 million, in line with the 
provisions made under Article 5 of the MFF (see Table 2). 

Figure 15 – Heading 2 – Cohesion, resilience and values, 2023 commitment appropriations 

 

Data source: European Commission and European Parliament, see annexes. 

Heading 2 – Cohesion, resilience and values129 covers a wide range of EU programmes, channelling 
EU investment in three policy areas: regional development and cohesion; recovery and resilience; 
and investing in people, social cohesion and values. It represents 37.8 % of the 2023 budget, for the 
first time becoming the biggest MFF heading, taking over heading 3 – Natural resources and 
environment (30.7 %). It is by far the biggest heading when combined with the NGEU grant 
component. NGEU almost doubles the funds under heading 2 by adding €104.1 billion, and brings 
the share of this heading to 58.1 % when considering both the EU budget and NGEU funds.  

Heading 2 is particularly important for the post-pandemic EU recovery. In total, more than 90 % of 
the 2023 grants from the NGEU instrument will be implemented through four programmes under 
this heading. To secure the greatest benefit, however, it will be essential to generate synergies 
between cohesion policy and the RRF (see Chapter 6).  

The budget under heading 2 is divided into two subheadings: 2a – Economic, social and territorial 
cohesion, with 88 % of the heading's funds, and 2b – Resilience and values, representing 12 %. In 
this way, the allocations for both areas are clearly ring-fenced, and appropriations and margins 
under one subheading cannot be used for expenditure in another subheading.  

                                                             
129  For details on heading 2, see M. Sapała, Cohesion, resilience and values: Heading 2 of the 2021-2027 MFF, EPRS, 

European Parliament, April 2021. 

https://eur-lex.europa.eu/budget/www/index-en.htm
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0403_EN.html
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2021)690542
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Figure 16 – Subheading 2a – Economic, social and territorial cohesion, 2023 commitment 
appropriations 

 

Data source: European Commission and European Parliament, see annexes. 

Subheading 2a totals almost €63 billion for 2023 in commitments, and ring-fences the allocation 
known as the EU budget for cohesion policy, which supports the harmonious economic, social and 
territorial development of EU regions and cities. It is a major increase from the €49.7 billion 
allocation for 2022, showing the speeding of committing funds for the heading 2a programmes. 
Most of the expenditure under this subheading is pre-allocated to the Member States and 
implemented through the European Regional Development Fund (ERDF), the European Social Fund 
Plus (ESF+) and the Cohesion Fund (CF). The Common Provisions Regulation sets out the rules for 
the cohesion funds for the 2021-2027 period. It was only adopted in June 2021,130 and although 
preparations for this financing period had started earlier, the timing of adoption of the 2021-2027 
operational programmes was affected, and led to a reprogramming of the commitments that 
remained unused in 2021, by distributing them to the years 2022 to 2025 in line with Article 7 of the 
MFF Regulation. 

REPowerEU allows Member States to transfer, on a voluntary basis, up to 7.5 % of their initial ERDF, 
CF and ESF+ allocations to the RRF's REPowerEU chapter.  

Meanwhile, the level of payments decreases for subheading 2a overall by 9.7 %, while commitments 
increase by 2.6 % as compared with 2022.  

                                                             
130  Regulation (EU) 2021/1060 of 24 June 2021 laying down common provisions on the European Regional Development 

Fund, the European Social Fund Plus, the Cohesion Fund, the Just Transition Fund and the European Maritime, 
Fisheries and Aquaculture Fund and financial rules for those and for the Asylum, Migration and Integration Fund, the 
Internal Security Fund and the Instrument for Financial Support for Border Management and Visa Policy. 

https://eur-lex.europa.eu/budget/www/index-en.htm
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0403_EN.html
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32021R1060
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Figure 17 – Subheading 2b – Resilience and values, 2023 commitment appropriations 

Subheading 2b includes two main policy clusters: recovery and resilience, and investing in people, 
social cohesion and values. While making up a relatively small portion of the 2023 budget, it is the 
part of the budget that integrates the external assigned revenue for financing the RRF. The 2023 
allocation for the RRF financed from NGEU totals €103.46 billion (grant component). This represents 
86.5 % of the total NGEU tranche planned for 2023, with the rest allocated through other 
programmes (for an overview, see Table 2 above).  

The Union civil protection mechanism (rescEU) is another programme under subheading 2b the 
allocation of which is based largely on the NGEU contribution. It will comprise €188 million from the 
regular budget and a €683 million contribution from NGEU. The cost of financing NGEU is also 
shown as part of subheading 2b. Following the budgetary negotiations, the amount was agreed at 
€1.3 billion for 2023 (see Box 3). The overall level of payments for this subheading increases by 
28.9 % (at €7.2 billion), and of commitments by 18.6 %. 

 

Data source: European Commission and European Parliament, see annexes. 

https://eur-lex.europa.eu/budget/www/index-en.htm
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0403_EN.html
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Figure 18 – Heading 3 – Natural resources and environment, 2023 commitment 
appropriations 

 

Data source: European Commission and European Parliament, see annexes. 

Heading 3 – Natural resources and environment covers, inter alia, the EU's common agricultural 
policy (CAP), maritime policy, and environment and climate action. In terms of funding, heading 3131 
has long been the biggest heading in the EU budget. In 2022, heading 2 – Cohesion, resilience and 
values started to catch up with heading 3 (33.1 % and 33.2 % respectively of the share of the adopted 

                                                             
131  For details on heading 3, see K. Kowald, Natural resources and environment: Heading 3 of the 2021-2027 MFF, EPRS, 

European Parliament, April 2021. 

Box 3 – Financing cost of NGEU 
Subheading 2b – Resilience and values covers the financing cost of the RRF's non-repayable component 
under cluster 6 on recovery and resilience (budget line 06 04 01). The EU budget covers the cost associated 
with the funds borrowed on the capital markets on behalf of the EU in the framework of NGEU, as stipulated 
in Article 5(2), second subparagraph of the Own Resources Decision (Council Decision (EU, Euratom) 
2020/2053 of 14 December 2020 on the system of own resources of the European Union and repealing 
Decision 2014/335/EU, Euratom, 14 December 2020). That decision clarifies that repayments of the principal 
of the funds must start before the end of the 2021-2027 MFF period, and limits the amount of annual 
repayments to 7.5 % of the total amount of NGEU grants. All liabilities incurred by the borrowing of funds 
have to be repaid fully at the latest by the end of 2058. 

The total amount of the NGEU financing cost for the 2021-2027 financial period, set in the MFF Regulation, 
stands at €14.9 billion. The European Council conclusions of 17-21 July 2020 specify (in paragraph 74) that 
any amounts not used for interest payments should be used for early repayments before the end of the 
2021-2027 MFF. The European Parliament has insisted that the introduction of new own resources should 
be sufficient to cover the repayment costs of NGEU, both the principal and the interest. At the time of the 
agreement on the MFF, the European Parliament and the Council agreed in a joint declaration that 
expenditure to cover the cost of NGEU should not affect other EU programmes and funds, and progress 
should be made towards introducing sufficient new own resources with a view to covering expenditure 
relating to repayment and interest costs. 

The Commission conducted its first borrowing operation on 15 June 2021. The first annual payments of 
interests on borrowed funds took place in 2022. At last year's budget conciliation, the amount for the 
financing cost was re-estimated, and finally set at €145 million. €90 million was back-loaded and added to 
the MFF's last year, 2027. At the same time, it was agreed to adjust the profile of the repayments over the 
2024-2027 period.  

For 2023, the Commission proposed over €1 billion to finance the NGEU cost. Neither the Council nor 
Parliament amended that amount in their respective readings, while the Commission upgraded it to almost 
€1.5 billion in its AL 1/2023. The conciliation agreed this financing at almost €1.32 billion in the light of the 
interest rates and the volume of the NGEU financing operations until the end of 2022. 

https://eur-lex.europa.eu/budget/www/index-en.htm
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0403_EN.html
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2021)690543
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2022 budget). However, 2023 is seeing a major change, where heading 2 (37.8 %) overtakes 
heading 3 (30.7%) as the biggest part of the EU budget. When NGEU funds are added, the heading's 
share falls to 20.9 %, substantially below the share of heading 2 (58.1 %). It is dedicated to 
programmes supporting two main policy areas: agriculture and maritime policies (96 % of the 
allocation under the heading), and environment and climate action (4 %). 

The reformed common agricultural policy (CAP) consists of two pillars. The first, the European 
Agricultural Guarantee Fund (EAGF), finances market-related expenditure and direct payments. In 
comparison with the 2022 budget, the EAGF remains almost stable at €40.7 billion. The second pillar, 
the European Agricultural Fund for Rural Development (EAFRD), supports structural changes in rural 
areas. In 2023, its envelope increases slightly to €12.9 billion (+1.6 %) in commitments, but more 
substantially to over €15 billion (+8.5 %) in payments. 

The new CAP regulations132 came into force on 1 January 2023. The CAP Transitional Regulation133 
extended the provisions for support by the EAFRD and the EAGF to cover the financial years 2021 
and 2022. Spending continued under the 2014-2020 rules, albeit respecting the ceilings of the new 
MFF.134 According to the Commission,135 the CAP Transitional Regulation requires Member States to 
ensure the same share dedicated to environment and climate change as under the previous MFF 
('non-regression principle'). 

The allocation for the policy cluster 'Environment and climate action' accounts for 4 % of spending 
under this heading. The programme for the environment and climate action (LIFE) continues to 
support EU projects linked to the circular economy, biodiversity, protecting and improving quality 
of air and water, implementation of the 2030 energy and climate policy framework, and the 
achievement of the goals of the Paris Agreement. In addition, the programme will contribute to the 
realisation of the European Green Deal.136 

Since 2021, this heading has provided for a new fund contributing to the green transition, the Just 
Transition Fund (JTF). Aimed at supporting those EU regions worst affected by the transition to a 
low carbon economy, the JFT is part of the overall EU growth strategy. The European Parliament 
strongly supported the creation of the fund.137 Like the cohesion funds, the JTF is governed by the 
Common Provisions Regulation, and implemented under shared management by the Member 
States and the Commission. The JTF allocation in the 2023 budget amounts to €1.46 billion in 
commitments. It will receive a further €5.47 billion from the NGEU instrument (see Table 2 above). 

                                                             
132 For the details, see Regulation on the financing, management and monitoring of the Common Agricultural Policy 

(CAP horizontal regulation), Legislative Train Schedule, European Parliament. 
133  Regulation (EU) 2020/2220 of 23 December 2020 laying down certain transitional provisions for support from the 

European Agricultural Fund for Rural Development (EAFRD) and from the European Agricultural Guarantee Fund 
(EAGF) in the years 2021 and 2022 and amending Regulations (EU) No 1305/2013, (EU) No 1306/2013 and (EU) 
No 1307/2013 as regards resources and application in the years 2021 and 2022 and Regulation (EU) No 1308/2013 as 
regards resources and the distribution of such support in respect of the years 2021 and 2022. 

134 For more, see R. Rossi, Transitional provisions for the CAP post 2020, EPRS, European Parliament, October 2020; and 
R. Rossi, CAP horizontal regulation, December 2021, EPRS, European Parliament. 

135  Draft general budget for 2022, European Commission, July 2021, p. 70. 
136 For details, see Programme for the environment and climate action (LIFE) 2021-2027, Legislative Observatory (OEIL), 

European Parliament. 
137 Parliament called for the establishment of such a fund back in March 2018, and supported the idea throughout the 

process of negotiating the 2021-2027 MFF. For more, see A. Widuto and P. Jourde, Just Transition Fund, EPRS, 
European Parliament, September 2021. 

https://www.europarl.europa.eu/legislative-train/theme-new-boost-for-jobs-growth-and-investment/file-mff-cap-horizontal-regulation
https://www.europarl.europa.eu/legislative-train/theme-new-boost-for-jobs-growth-and-investment/file-mff-cap-horizontal-regulation
https://eur-lex.europa.eu/eli/reg/2020/2220/oj
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2020)649383
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2018)628302
https://eur-lex.europa.eu/budget/data/DB/2022/en/SEC00.pdf
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2018/0209(COD)&l=en
https://www.europarl.europa.eu/doceo/document/TA-8-2018-0075_EN.html
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2020)646180
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Figure 19 – Heading 4 – Migration and border management, 2023 commitment 
appropriations 

 

Data source: European Commission and European Parliament, see annexes. 

Heading 4 is the second smallest in the 2023 budget. However, it finances EU actions of high 
importance in the area of migration and asylum policy and border management.138 The massive 
arrival of refugees from Ukraine seeking protection in the EU further underlined the importance of 
that heading. The two main funds under heading 4 are the Asylum, Migration and Integration Fund 
(AMIF) and the Integrated Border Management Fund (IBMF). Three EU decentralised agencies, the 
European Asylum Support Office (EASO), the European Border and Coast Guard Agency (Frontex) 
and the EU Agency for the Operational Management of Large-Scale IT Systems in the area of 
Freedom, Security and Justice (eu-LISA) support these tasks. They account for more than one third 
of expenditure under this heading. 

The AMIF supports national authorities in providing reception services for asylum seekers and 
migrants in the period immediately following their arrival on EU territory, for their integration into 
host societies. It also aims to develop a common asylum and migration policy, and ensure effective 
returns. It finances emergency assistance, resettlement and humanitarian admission, as well as 
relocation. The migration cluster covers AMIF expenditure, with the commitments set at 
€1.63 billion (+10.5 % higher than in 2022). In addition, the Member States are assisted by EASO in 
the performance of the tasks relating to asylum procedures.  

Figure 20 – Heading 5 – Security and defence, 2023 commitment appropriations 

 

Data source: European Commission and European Parliament, see annexes. 

Heading 5 covers EU programmes in the area of security and defence.139 It is the newest heading, 
introduced with the 2021-2027 MFF, reflecting continuous pressure for EU action in this area. It is 
also, however, the smallest, representing 1.1 % of the total 2023 budget. It aims to address internal 
security challenges, support the competitiveness and innovation of the defence industry, and 
provide for transport infrastructure fit for military mobility. 

                                                             
138  For details on heading 4, see A. D'Alfonso, Migration and border management: Heading 4 of the 2021-2027 MFF, EPRS, 

European Parliament, April 2021. 
139  For details on heading 5, see S. Mazur, Security and defence: Heading 5 of the 2021-2027 MFF, EPRS, European 

Parliament, April 2021. 

https://eur-lex.europa.eu/budget/www/index-en.htm
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0403_EN.html
https://eur-lex.europa.eu/budget/www/index-en.htm
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0403_EN.html
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2021)690544
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2021)690545
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More than 45 % of the total €688.7 million allocation in the area of security will be spent through 
the Internal Security Fund (ISF). It will focus on ensuring a high level of security in the EU, with 
common actions to prevent and combat terrorism and radicalisation, organised crime and 
cybercrime, and protect victims of crime.  

The programmes in the area of EU defence help enhance European cooperation in defence matters. 
The European Defence Fund (EDF) will develop research and development actions. Most of the 
approved €1.42 billion for the defence cluster will be implemented through the EDF (€945.7 million). 
€295.2 million (+27.4 % compared with 2022) has been ring-fenced for projects supporting military 
mobility, which will help develop EU strategic transport infrastructure fit for dual civil-military use. 
These projects will be implemented through the CEF.140 

Contrary to a relatively high margin, amounting to 4.6 % of the allocation under heading 5 in 2022, 
there is no margin left in 2023. Moreover, the Flexibility Instrument had to be mobilised for an 
amount of €170.6 million. 

Figure 21 – Heading 6 – Neighbourhood and the world, 2023 commitment appropriations 

 

Data source: European Commission and European Parliament, see annexes. 

Heading 6 finances the EU's foreign policy and covers two policy clusters, external action and pre-
accession assistance. In 2023, these policy priorities are affected by Russia's war on Ukraine and the 
subsequent demand for humanitarian aid. At the same time, support for Syrian refugees and 
Afghanistan, as well as measures to fight the COVID-19 pandemic, are needed and high on EU's 
agenda. Programmes will therefore focus on delivering humanitarian aid and supporting partner 
countries in the area of public health, and on supporting their economic recovery. The instruments 
under this heading promote development assistance, humanitarian aid, the EU's common foreign 
and security policy, and support for EU candidate countries.141 They also tackle issues such as climate 
change, migration, human rights, democracy and rule of law, and security, as well as relief efforts in 
the continuing crises all over the globe.  

The overall level of commitments for heading 6 increases by 0.2 %, and of payments by 8.4 % 
compared with 2022. Already in 2022, there was no margin left under heading 6, and the Flexibility 
Instrument had to be mobilised for an amount of €368.4 million. For the 2023 budget, the Flexibility 
Instrument will be used at €882.9 million. 

                                                             
140 M. Pape, Connecting Europe Facility 2021-2027, EPRS, European Parliament, July 2021. 
141 For details on heading 6, see V. Lilyanova, Neighbourhood and the world: Heading 6 of the 2021-2027 MFF, EPRS, 

European Parliament, April 2021. 

https://eur-lex.europa.eu/budget/www/index-en.htm
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0403_EN.html
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2018)628247
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2021)690546
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Figure 22 – Heading 7 – European public administration, 2023 commitment appropriations 

 

Data source: European Commission and European Parliament, see annexes. 

Heading 7142 covers the administrative expenditure of all EU institutions, pensions for former staff 
and former Members of the institutions, and financing for the European Schools. The share of the 
budget allocated to this heading is 6.1 %, slightly lower than the level in 2022 (6.3 %).  

The 2023 budget for the EU administration reflects the strict measures that have been taken to 
ensure that this category of expenditure integrates all possibilities for rationalisation and savings. 
The Commission underlines that heading 7 will be under particular pressure in both 2022 and 2023 
because of the high levels of inflation and the rising energy prices, which have a direct impact on 
the costs of administration.143 

4.3.1. United Kingdom: Contribution to the EU budget 
The 2021-2027 MFF is the first budgetary framework in which the United Kingdom (UK) does not 
take part following its withdrawal from the EU. Given the multiannual nature of many expenditure 
items in the EU budget, a number of the commitments that the EU, still including the UK, entered 
into during the previous (2014-2020) MFF period have only become payable after 2020. Moreover, 
relevant commitments concern not only the 2014-2020 MFF but also earlier ones; this holds true, for 
instance, for liabilities linked to pensions and the related benefits (e.g. Joint Sickness Insurance 
Scheme – JSIS) of retired EU staff. The settlement of the UK's financial obligations towards the EU is 
set in the withdrawal agreement of 19 November 2019.144 

In the European Court of Auditors' annual reports for 2021,145 the auditors noted that, on 
31 December 2021, the EU accounts showed an amount of €41.8 billion (€47.5 billion in 2020) due 
from the UK based on mutual obligations set out in the withdrawal agreement. 

As far as the 2022 EU budget is concerned, under Article 148 of the withdrawal agreement, the UK 
made payments to the EU to cover its share in the outstanding commitments prior to 2021. This 
included the UK's share in the EU's liabilities, such as staff pensions and other employment-related 
benefits for 2021, paid for the first time in 2022, as well as contingent financial liabilities. The UK's 
overall contribution includes payments by the EU to the UK, or vice versa, relating to own resources 
corrections and adjustments for the financial years before 2021. The total provisional UK 

                                                             
142 For details on heading 7, see V. Lilyanova, European public administration: Heading 7 of the 2021-2027 MFF, EPRS, 

European Parliament, April 2021. 
143 Draft general budget for 2023, European Commission, July 2022. 
144 Agreement on the withdrawal of the United Kingdom of Great Britain and Northern Ireland from the European Union 

and the European Atomic Energy Community ,OJ C 384I, 12.11.2019. See, in particular, Part Five on financial 
provisions. 

145 Annual reports for the 2021 financial year, European Court of Auditors, 2022. 

https://eur-lex.europa.eu/budget/www/index-en.htm
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0403_EN.html
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2021)690546
https://eur-lex.europa.eu/budget/data/DB/2023/en/SEC00.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:12019W/TXT(02)
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2021/annualreports-2021_EN.pdf
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contribution to the EU's 2023 budget amounts to slightly over €9.8 billion, as compared with 
€10.7 billion in 2022.146 

4.4. Scrutiny of EU spending: Procedures in the European Parliament 
Scrutiny of the EU budget begins at the implementation stage, with the European Commission 
regularly reporting to the budgetary authority on the state of implementation. The Interinstitutional 
Agreement on cooperation on budgetary matters147 envisages dedicated interinstitutional 
meetings to assess the situation, based on detailed information provided by the Commission. The 
aim is to ensure the necessary level of payment appropriations and make sure that no commitments 
remain unduly paid.148 Furthermore, the European Parliament and the Council scrutinise 
adjustments made to the annual budget in the course of its implementation through budgetary 
transfers or amending budgets. Similarly, the interinstitutional agreement and the RRF Regulation149 
include provisions to strengthen cooperation and oversight of the NGEU funds, notably through 
information submitted by the European Commission and regular dialogue with the Commission on 
various aspects of NGEU implementation. Within the European Parliament, these meetings are 
prepared in a standing working group on scrutiny of the RRF (see Sections 6.4 and 6.6). NGEU funds 
(the grant component) are channelled through the EU budget as external assigned revenue but are 
not decided by the budgetary authority. Parliament has therefore asked for this revenue to 
constitute an integral part of the budget (see Section 5.4). 

A second round of scrutiny by Parliament follows the consolidation of the annual accounts through 
the discharge procedure. Since 1975, the power to grant discharge has been assigned to the 
European Parliament. Under Article 319 TFEU, Parliament, based on a recommendation from the 
Council, takes the decision on discharge150 for the execution of expenditure by the Commission and 
its executive agencies. From the financial year 2021, discharge applies also to the NGEU funds. 
Further rules concerning discharge are included in the EU Financial Regulation151 in relation to the 
timetable and the procedure (Articles 260 and 261, respectively). Parliament grants separate 
discharge to the other EU institutions for the management of their sections of the general budget, 
and to the decentralised agencies and joint undertakings for their budgets (Article 70).  

The discharge procedure begins with the publication of the accounts and series of budgetary 
reports and evaluations by the European Commission, after it has adopted the final accounts (in year 
n+1 for the financial year n; stage A). On the basis of the consolidated annual accounts, the European 
Court of Auditors (ECA) presents (in year n+1) its opinion, which includes a statement of assurance 
(or DAS152) on the legality and regularity of revenue and expenditure of the financial year concerned 

                                                             
146 Draft general budget for 2023– General statement of revenue, European Commission, July 2022. 
147  Interinstitutional Agreement of 16 December 2020 between the European Parliament, the Council of the European 

Union and the European Commission on budgetary discipline, on cooperation in budgetary matters and on sound 
financial management, as well as on new own resources, including a roadmap towards the introduction of new own 
resources. For details on budget implementation and payments, see Annex 1, Part G; for NGEU spending, see Part H. 

148  In budgetary jargon, this is referred to as 'abnormal RAL' (acronym for the French 'reste à liquider'), or outstanding 
commitments. See also Reste à liquider: a natural phenomenon, not financial debt, European Commission, 2020. 

149  Regulation (EU) 2021/241 of 12 February 2021 establishing the Recovery and Resilience Facility. 
150  For more on the discharge procedure, see A. D'Alfonso, Discharge procedure of the EU Budget: Political scrutiny of 

budgetary implementation, EPRS, European Parliament, 2020. 
151  Regulation (EU, Euratom) 2018/1046 of 18 July 2018 on the financial rules applicable to the general budget of the 

Union. 
152 The DAS is the ECA's official opinion on the reliability of the accounts and on the legality and regularity of the 

underlying transactions (Article 287 TFEU and Article 148 Financial Regulation). 

https://eur-lex.europa.eu/budget/data/DB/2023/en/GenRev.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.LI.2020.433.01.0028.01.ENG
https://op.europa.eu/en/publication-detail/-/publication/7ab74989-f891-11ea-991b-01aa75ed71a1/language-en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R0241
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2020)649410
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2020)649410
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:32018R1046
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(stage B). The process ends with a decision by the European Parliament taken before 15 May of year 
n+2 (stage D) or in October n+2 in the event of postponement (stage E) (see Figure 23).153 

In 2023, the European Parliament is expected to take a discharge decision on the 2021 financial year, 
thus closing the financial year. In June 2022, the Commission launched the procedure with the 
publication of the annual accounts for 2021,154 together with five reports on, respectively, the 
implementation, performance, results, management and protection of the EU budget (known as 
'integrated financial and accountability reporting').  

The 2021 discharge procedure includes for the first time NGEU expenditure, also subject to 
European Parliament scrutiny. Parliament's role is essential for ensuring democratic oversight over 
these resources (see Section 6.6). By the end of December 2022, Parliament's Budgetary Control 
Committee (CONT), responsible for the control of EU budget and European Development Fund 
implementation and the decisions on discharge to be taken by Parliament,155 had closed the 
hearings stage with Commissioners and representatives of EU institutions and bodies (stage C).156 In 
January 2023, CONT committee members discussed the draft reports. Based on the reports, and 
after receiving the Council's recommendation on discharge, Parliament will take its decision by 
15 May 2022 at the latest (stage D). Provided the timetable for the procedure is followed, Parliament 
will decide during its May 2023 plenary session taking place from 8 to 11 May. 

In 2023, the European Parliament will also begin the discharge procedure for the 2022 budgetary 
year. In line with the discharge procedure for the EU annual budget, once the accounts are closed, 
management and execution of the 2022 budget will be evaluated during 2023 and 2024.  

The possibility of accelerating the discharge procedure and closing it within the year following the 
accounting year in question (n+1) is a longstanding CONT committee demand. However, the EU's 
Financial Regulation adopted in July 2018 did not introduce any significant changes that could 
shorten the time between implementation of the budget and its political scrutiny. The Commission, 
in the proposed recast of the 2018 Financial Regulation157 (see Section 5.4), has not proposed a 
change to the discharge procedure timetable.  

Figure 23 – EU discharge procedure from the European Parliament's perspective 

  

Source: EPRS. 

                                                             
153 The discharge procedure is based on Articles 317 to 319 TFEU. The timeframe for the procedure is determined in the 

Financial Regulation, in particular Articles 258 to 263. 
154 Integrated financial and accountability reporting 2021, European Commission, June 2022. 
155  Rules of Procedure of the European Parliament, Annex VI: Powers and responsibilities of standing committees, 

V. Committee on Budgetary Control, July 2022. 
156 See the timetable for the discharge procedure for the financial year 2021, secretariat of the Committee on Budgetary 

Control, European Parliament. 
157  See article 265 of the Commission proposal for a regulation on the financial rules applicable to the general budget of 

the Union (recast), COM(2022) 223, May 2022. 

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=en#page=140
https://commission.europa.eu/publications/integrated-financial-and-accountability-reporting-2021_en
https://www.europarl.europa.eu/doceo/document/lastrules/RESP-CONT_EN.html
https://www.europarl.europa.eu/cmsdata/260465/DISCHARGE%20calendar%202021_as%20approved%20on%2016%20November%202022.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:52022PC0223
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The European Parliament plays a crucial role in democratic scrutiny and control of the 
implementation of the EU budget and, as from the financial year 2021, in NGEU funding.158 Within 
the annual discharge procedure, Parliament not only signs off the financial year, but also makes 
recommendations for improving the financial management and implementation of the EU budget. 
After receiving a recommendation from the Council, it ascertains whether the Commission upheld 
the principles of sound financial management and abided by the applicable rules and regulations 
when implementing the budget. Starting from the year 2021, the ECA's report includes a chapter on 
NGEU spending, to be scrutinised by Parliament. Furthermore, the ECA regularly publishes special 
reports and other publications covering a wide range of policy areas.159 

In addition to scrutinising the regularity and legality of the budget's implementation, the discharge 
procedure focuses increasingly on performance culture, performance information and achievement 
of goals. The principles of performance orientation have gradually permeated many aspects of the 
management, implementation and control of the EU budget. Since 2015, the principles have been 
included in the Commission's 'EU budget focused on results' initiative. This wider approach to the 
assessment of EU spending is strongly supported by the European Parliament and the ECA. Many of 
the improvements introduced so far in this respect were triggered by opinions and demands 
expressed during the budgetary discharge procedure, for instance in the ECA's annual and special 
reports and the European Parliament's resolutions.160 NGEU funding is performance-based, through 
the setting and achievement of specific milestones and targets, making the performance aspect 
even more important. 

One result of these developments is a new approach to the presentation of budgetary performance 
in the ECA's annual report. Since the financial year 2019, the report is split into two parts: one deals 
with compliance and regularity of the EU accounts and transactions, as required by the Treaty, 
including as from the financial year 2021 in a new chapter on observations on the RRF, the core 
instrument of the NGEU.161 The second part covers specifically the performance of spending 
programmes.162 Until now, the annual report has focused on legality and regularity, and the report 
on performance was included in one chapter of the document. The performance report assesses 
how much relevant performance information is available and how well EU spending programmes 
have actually performed. It presents detailed analyses of performance indicators, of the impact of 
EU spending and of progress towards targets.163 The approach will be continued in future annual 
reports.164 A more in-depth analysis and assessment of performance and achievement of objectives 
is presented in other documents, such as the special reports and reviews.  

                                                             
158 See R. Corbett, F. Jacobs and D. Neville, The European Parliament, 9th edition, John Harper Publishing, 2016, 

pp. 333-337; A. D'Alfonso, Discharge procedure for the EU budget, EPRS, European Parliament, 2020. 
159  For more information, see the ECA's 2023+ Work Programme. 
160 For more on performance-based budgeting in the EU's budget, see M. Sapała, Performance budgeting – A means to 

improve EU spending, EPRS, European Parliament, 2018. 
161  Annual reports for the 2021 financial year, European Court of Auditors, 2022.  
162 For more on this, see Audit reports, Reviews and Opinions, website, European Court of Auditors. 
163 Annual report on the performance of the EU budget - status at the end of 2021, European Court of Auditors, November 

2022. 
164  Communication on the performance framework for the EU budget under the 2021-2027 MFF, COM(2021) 366, 

European Commission, June 2021. 

https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2020)649410
https://www.eca.europa.eu/Lists/ECADocuments/WP2023/WP2023_EN.pdf
https://www.europarl.europa.eu/thinktank/en/document/EPRS_IDA(2018)608724
https://www.europarl.europa.eu/thinktank/en/document/EPRS_IDA(2018)608724
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2021/annualreports-2021_EN.pdf
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5. EU budget beyond 2023 
The current multiannual financial framework (MFF) sets out the structure for EU spending until the 
end of 2027, while the NGEU recovery instrument reinforces the resources channelled through EU 
budgetary instruments over the years 2021 to 2023 significantly. The withdrawal of the UK from the 
EU on 31 January 2020, and the end of the transition period on 31 December 2020, meant that the 
new MFF is the first budgetary framework in which the UK does not take part. In the new 
programming period, further reform of the financing system is envisaged, since the European 
Commission is expected to table proposals for new own resources, and possibly a revision of the 
current MFF. 

5.1. Overview of the 2021-2027 MFF 

5.1.1. Ceilings for commitments and payments 
Table 3 below recapitulates the maximum level of resources available for each major category of EU 
spending under the traditional MFF each year until 2027, taking into account the technical 
adjustment for 2023,165 in line with Article 4 of Council Regulation 2020/2093 laying down the MFF 
for 2021-2027.166 Total appropriations amount to €1 075.0 billion for commitments and 
€1 064.0 billion for payments (2018 prices). These figures also include the calculation, as from the 
year 2022, of the additional allocations for specific programmes referred to in Annex II of the MFF 
Regulation. For the whole 2021-2027 period, a total increase of €11 billion is envisaged thanks to 
upward adjustments of the ceilings secured by the European Parliament during the MFF 
negotiations (see Section 5.1.3).  

As for the year 2023, any margins left available between relevant ceilings and the appropriations 
authorised by the budgetary authority for the annual budget (see Chapter 4) represent potential 
additional resources that amending budgets can mobilise during the year to address new 
challenges and unexpected events.167 At the same time, the Single Margin Instrument, starting from 
the budget year 2023, allows use to be made of the margins that were left available under the 
commitments ceilings in previous budget years (see Section 5.1.5). 

With regard to payments, the ceilings are higher in the first two years of the programming period, 
before stabilising at €149.9 billion as from 2024 (2018 prices). This feature may help avoid a repeat 
of the issue of payments backlogs, which afflicted the initial years of the 2014-2020 MFF.168 
Payments needs tend to increase during the transition between programming periods, on account 
of the fact that many projects financed under the old generation of programmes come to 
completion.  

The European Court of Auditors (ECA) reported for 2021 an increased level of absorption of the 
2014-2020 European structural and investment (ESI) funds, with the cumulative payments reaching 
67 % (compared with 55 % at the end of 2020), but noted delays with almost no payments for the 
2021-2027 ESI funds. According to the ECA, while outstanding commitments relating to the EU 

                                                             
165  Annex to the Communication from the Commission on the technical adjustment of the multiannual financial 

framework for 2023, COM(2022) 266, June 2022. 
166  Council Regulation (EU, Euratom) 2020/2093 of 17 December 2020 laying down the multiannual financial framework 

for the years 2021 to 2027. 
167 The MFF Regulation presents ceilings in 2018 prices, while the annual budget is presented in current prices.  
168 For a thorough analysis of the problem, see A. D'Alfonso and M. Sapała, Payments backlog in recent EU budgets. 

Lessons learnt and outlook, EPRS, European Parliament, 2015. 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52022DC0266
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.LI.2020.433.01.0011.01.ENG
https://www.europarl.europa.eu/thinktank/en/document/EPRS_IDA(2015)571322
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budget decreased considerably at €251.7 billion by the end of 2021,169 €89.9 billion of outstanding 
commitments relating to Next Generation EU (NGEU) have been added.  

Table 3 – MFF for the 2021-2027 period (€ million, 2018 prices, EU-27), including 2023 
adjustment 

Commitments 2021 2022 2023 2024 2025 2026 2027 
Total 

2021-2027 

1. Single market, innovation 
and digital  

19 712  20 211  19 678  18 633  18 518  18 646  18 473  133 871 

2. Cohesion, resilience and 
values  

5 996  62 642 63 525  64 260 65 286  56 787  58 809  377 305 

2a. Economic, social and 
territorial cohesion  1 666  56 673 57 005  57 436 57 874  48 414  49 066  328 134 

2b. Resilience and values  4 330 5 969  6 520 6 824  7 412  8 373 9 743  49 171 

3. Natural resources and 
environment  

53 562  52 626  51 893  51 013 50 107  48 932  48 161  356 294 

of which: market-related 
expenditure and direct 
payments  

38 040 37 544 36 857  36 983  36 373 35 772  35 183  256 752 

4. Migration and border 
management  

1 687  3 104 3 454  3 433  3 820  3 682 3 736  22 916  

5. Security and defence  1 598 1 750  1 762  1 779  1 952  2 078  2 263 13 182  

6. Neighbourhood and the 
world  

15 309  15 522  14 789  14 056  13 323 12 592  12 828  98 419  

7. European public 
administration 

10 021  10 215 10 342  10 454  10 554  10 673  10 843  73 102 

of which: administrative 
expenditure of the institutions  7 742 7 878  7 945 7 997 8 025  8 077 8 188  55 852 

TOTAL COMMITMENTS 107 885  166 070  165 443  163 628  163 560  153 390  155 113 1 075 089 

TOTAL PAYMENTS  154 065  157 568 152682 149 936  149 936  149 936  149 936  1 064 058 

Data source: Annex to the Communication from the Commission on the technical adjustment of the 
multiannual financial framework for 2023, COM(2022) 266, European Commission, June 2022. 

For these reasons, it is appropriate for the MFF to have payments ceilings commensurate with the 
higher payments needs expected in the initial years of a new financial framework. The profile of the 
needs in payments is, however, unclear, as spending focused in priority on the national recovery 
and resilience plans under the NGEU, delaying implementation of cohesion programmes.170 

In addition, as of 2022, unused resources under the payment ceiling from the previous year may be 
used to adjust the payment ceiling of subsequent years upwards, by means of the Single Margin 
Instrument, which is designed to increase the flexibility of the framework (see Section 5.1.4). 

                                                             
169 Annual reports for the 2021 financial year, European Court of Auditors, 2022. 
170  G. Koopman, 'Cohesion policy and the Recovery and Resilience Facility: not just two sides of the same coin', European 

Court of Auditors Journal, No 1/2022, December 2022. 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52022DC0266
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2021/annualreports-2021_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/JOURNAL22_01/JOURNAL22_01.pdf#page=27
https://www.eca.europa.eu/Lists/ECADocuments/JOURNAL22_01/JOURNAL22_01.pdf
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On 22 December 2021, the Commission proposed an amendment of the regulation on the current 
2021-2027 MFF171 to:  

 increase the relevant MFF expenditure ceilings for 2025-2027 in order to provide the 
financial resources for the additional expenditure resulting from the proposed social 
climate fund.172 This fund would aim to address any social impacts arising from the 
proposed revision of the EU emissions trading system; 

 introduce an automatic adjustment of the MFF ceilings based on new own resources 
(see Section 5.2), which would allow for the repayment of NGEU borrowing. 

Adoption of the amendment to the MFF Regulation is still pending. Under Article 312 TFEU, the MFF 
is adopted in the form of a regulation under a special legislative procedure, with the Council acting 
unanimously after receiving Parliament's consent expressed by an absolute majority. The same 
provision applies for any revision (an amendment) of the MFF. 

The Commission presented another amendment to the 2021-2027 MFF Regulation on 9 November 
2022, as part of the support package for Ukraine for 2023173 of up to €18 billion, provided through a 
new macro-financial assistance (MFA+) programme backed up by the EU budget. A change to the 
MFF was required to set a mechanism that uses the 'headroom' under the 2021-2027 MFF, i.e. the 
difference between own resources and the payments ceiling, as a guarantee for the loans. This 
amendment was approved174 by the Council, after Parliament's consent, on 15 December 2022. 

5.1.2. Review and possible revision of the MFF 
At the time of the agreement on the 2021-2027 MFF, the European Commission committed to 
presenting, by 1 January 2024, a review (technical assessment of the functioning of the MFF) that 
'may, as appropriate, be accompanied by relevant proposals for the revision' of the MFF Regulation. 
The current MFF is under pressure on account of the multiple crises the EU is facing, notably the war 
in Ukraine and the effects it has triggered.  

With funds and flexibility measures already used extensively, and further funding challenges still 
ahead, the European Parliament, in an own-initiative report,175 calls for an urgent and ambitious 
revision of the MFF. Members note that the EU must provide itself with the means necessary to attain 
its objectives and carry through its policies (Article 311 TFEU). They highlight that – with funds and 
flexibility measures already used extensively, and amid high inflation – an ambitious revision of the 
MFF is urgently needed to address the funding gaps and allow the EU to finance its priorities. The 
revised MFF should provide the EU with a bigger and more flexible budget and ensure an effective, 
faster crisis response.  

More specifically, Parliament calls for changes in the size and flexibility of special instruments, which 
count over and above the MFF ceilings. It furthermore calls for fresh funding in line with policy 
priorities that have emerged since the current MFF was agreed. It insists that the debt repayment of 
the EU recovery instrument – which is non-discretionary, but subject to interest rate fluctuations – 
should be set outside the MFF headings in order to both preserve current spending programmes 
and enable the budget to respond to emerging needs. Lastly, Parliament emphasises the need to 
                                                             
171  Proposal to amend the regulation laying down the multiannual financial framework for the years 2021 to 2027, 

COM(2021) 569, European Commission, December 2021. 
172 Proposal for a regulation establishing a social climate fund, COM(2021) 568, European Commission, July 2021. 
173  M. Pari, Macro-financial assistance for Ukraine in 2023, European Parliament, EPRS, November 2022.  
174  Multiannual financial framework for the years 2021 to 2027, Legislative Observatory (OEIL), European Parliament. 
175  Resolution of 15 December 2022 on upscaling the 2021-2027 multiannual framework: a resilient EU budget fit for new 

challenges, European Parliament. 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM:2021:569:FIN
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0568
https://www.europarl.europa.eu/thinktank/en/document/EPRS_ATA(2022)739203
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2022/0369(APP)&l=en
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0450_EN.html
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enhance parliamentary scrutiny and transparency over the EU financing instruments, in particular 
off-budget instruments. It calls on the Commission to present such a proposal no later than the first 
quarter of 2023. 

In its work programme for 2023,176 the Commission announced that it would conduct the review 
earlier, in the second quarter of 2023, to 're-assess if the current EU budget continues to provide the 
means for common responses to common challenges'. 

5.1.3. Changes to EU spending structure and priorities 
The current framework implies a rebalancing of resources between broad categories of expenditure. 
Figure 24 shows that the shares of the MFF devoted to the two traditional policies – agriculture and 
cohesion – has decreased over the years, while the resources for new and reinforced priorities have 
risen. This development results in the three broad categories of expenditure having similar shares, 
each above 30 % of the total.  

Looking at the evolution of ceilings for commitments within the current MFF, it can be noted that 
the structure of the EU budget financed by the traditional MFF changes to a certain extent in the 
course of the programming period. Upward trends characterise the following headings: 
2 – Cohesion, resilience and values; 4 – Migration and border management; 5 – Security and 
defence; and 7 – European public administration. The opposite is true for the remaining headings: 
1 – Single market, innovation and digital; 3 – Natural resources and environment (and direct 
payments under the common agriculture policy); and 6 – Neighbourhood and the world. 

In the Commission proposals for the current MFF, the rebalancing was even more significant. 
Compared with the Commission proposal of May 2020, the European Council of July 2020 increased 
appropriations for cohesion policy and agriculture (by 2.2 % and 0.9 % respectively), confirming 
Member States' attention to funds with geographically pre-allocated expenditure. 'Migration and 
border management' and 'Security and defence', the two headings affected by the largest relative 
cuts, have higher allocations than in the 2014-2020 period but significantly lower ones than in the 

                                                             
176 Commission work programme 2023, COM(2022) 548, European Commission, October 2022. 

Figure 24 – Share of main policy areas in multiannual financial frameworks 

 

Data source: European Commission website. 

https://commission.europa.eu/system/files/2022-10/cwp_2023.pdf
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Commission proposals and in Parliament's position of November 2018. The same applies to 
programmes considered to be investments in EU common goods such as Horizon Europe (-6.2 % on 
the revised Commission proposal) and Erasmus+ (-13.8 %). Parliament criticised these cuts to the 
amounts proposed for programmes with high European added value, and managed to obtain 
reinforcements for 10 flagship instruments in the MFF negotiations (see Section 5.1.4). The 
rebalancing of resources between traditional policies and reinforced priorities is even more 
significant when taking into account the resources that stem from NGEU (see Section 6.1).  

Another feature that characterises the current MFF is the reduction in the number of its 
implementing programmes as part of an effort to simplify the EU budget and the rules that govern 
its implementation. One example of this strategy is the new InvestEU programme, a single 
investment support mechanism that is to bring together various EU financial instruments for 
internal policies, previously supported by different funds and programmes of the EU budget.177 

In addition to the allocation of resources between headings, the current MFF and NGEU have 
horizontal priorities involving different headings. Climate mainstreaming178 is the incorporation of 
climate considerations and objectives across all major spending programmes. The political 
agreement reached by Parliament and Council on the current MFF includes an increase in the 
climate-mainstreaming objective from 20 % of total resources in the past framework to 30 % in the 
years 2021 to 2027. This strengthened objective applies to both the new MFF and NGEU. 

As advocated by Parliament, the new Interinstitutional Agreement (IIA) on budgetary matters179 
includes provisions to strengthen climate mainstreaming methodology and introduce corrective 
measures in the event of insufficient progress towards the 30 % objective. Moreover, Parliament 
managed to obtain a commitment to the development of methodologies for a biodiversity 
spending target (7.5 % in 2024 and 10 % from 2026) and to measure the gender impact of 
expenditure.  

5.1.4. Programme-specific reinforcements to ceilings as of 2022 
During the years 2022 to 2027, the overall level of MFF resources gradually increases to 
€1 085.3 billion for commitments (i.e. €2 billion more than the 2014-2020 MFF without the UK, and 
including the European Development Fund and €1 072.1 billion for payments (2018 prices), thanks 
to an article180 in the MFF Regulation negotiated by Parliament. This article introduces annual 
upward adjustments in a programme-specific way, focusing on instruments with high European 
added value that Parliament has identified as deserving further resources as compared with the 
European Council's settlement of July 2020. These ceiling 'top-ups' total €11 billion for the 
2022-2027 period, and are distributed as follows: +€6 billion (54.55 % of total top-ups) for 

                                                             
177 A. D'Alfonso, InvestEU programme: The EU's new investment support scheme, EPRS, European Parliament, 2020. 
178 A. D'Alfonso, Mainstreaming of climate action in the EU budget: Impact of a political objective, EPRS, European 

Parliament, 2019. 
179 Interinstitutional Agreement of 16 December 2020 between the European Parliament, the Council of the European 

Union and the European Commission on budgetary discipline, on cooperation in budgetary matters and on sound 
financial management, as well as on new own resources, including a roadmap towards the introduction of new own 
resources. 

180 Council Regulation 2020/2093, Article 5. 

https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2020)659364
https://www.europarl.europa.eu/thinktank/en/document/EPRS_IDA(2019)642239
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.LI.2020.433.01.0028.01.ENG
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.LI.2020.433.01.0011.01.ENG
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subheading 2b – Resilience and values, 
+€4 billion (36.6 %) for heading 1 – Single 
market, innovation and digital, and 
+€1 billion (9.09 %) for heading 4 – Migration 
and border management.181 The top-ups will 
therefore go to flagship programmes 
providing EU common goods, such as those 
on research, health, Erasmus+, and border 
management. The budget for 2022 was the 
first annual budget for which such an upward 
adjustment of the ceilings applied. The 
financing of the total €11 billion 
reinforcement is linked to revenue stemming 
from competition fines, in line with 
Parliament's long-standing call for such 
revenue to finance the EU budget. For the 
budget year 2023, the upward adjustment of 
the ceilings of both the commitment and 
payment appropriations is €1.5 billion (see 
Chapter 4). 

Moreover, some of these programmes, as well as two other instruments (the Neighbourhood, 
Development and International Cooperation Instrument and humanitarian aid) and Frontex (the EU 
Border and Coast Guard Agency), receive a total of €4 billion up to 2027 from the re-use of de-
committed funds for research (another recurrent demand from Parliament), reflows from 
predecessor instruments, and unused margins (see Figure 25 for an overview of top-ups by 
instrument). These resources do not lead to upward revisions of the ceilings. 

5.1.5. Special instruments 
Given the long timespan covered by MFFs, the European Parliament is a strong advocate of flexibility 
tools to address unforeseen challenges. The MFF includes five special instruments with resources on 
top of the MFF ceilings. During the MFF negotiations, Parliament managed to reinforce these 
instruments and bring the total amounts available for them up to €21.1 billion for the 2021-2027 
period, by ensuring a €1 billion increase for the Flexibility Instrument and broadening the 
possibilities for its use.  

There are two types of special instruments:  

 'thematic special instruments' (the Solidarity and Emergency Aid Reserve, the 
European Globalisation Adjustment Fund and the Brexit Adjustment Reserve), which 
provide for flexibility and additional means for specific events or budget lines; and 

 'non-thematic special instruments' (the Flexibility Instrument and the Single Margin 
Instrument), which offer the possibility of addressing more generally unforeseen 
circumstances or new/emerging priorities throughout the duration of the MFF. 

For three special instruments (the Solidarity and Emergency Aid Reserve and the two 'non-thematic 
special instruments'), unused amounts can be carried over to following year(s). Four out of the five 
special instruments have annual or total amounts available set in the MFF Regulation, including the 

                                                             
181 Council Regulation 2020/2093, Annex II. 

Figure 25 – Agreed reinforcements by 
instrument 

 

Data source: MFF Regulation, IIA and joint declarations. 
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Brexit Adjustment Reserve, which is designed to counter unforeseen and adverse consequences in 
Member States and sectors worst affected by the UK's withdrawal from the EU (see Section 4.3.1). 
Table 4 recapitulates the amounts available for these four instruments. 

Table 4 – Four special instruments with specific (annual or total) amounts available outside 
the MFF ceilings (commitments, 2018 prices, € million) 

Special instrument Annual amount Total amounts for 
2021 to 2027 

European Globalisation Adjustment Fund 186 1 302 

Solidarity and Emergency Aid Reserve 1 200 8 400 

Brexit Adjustment Reserve  5 000 

Flexibility Instrument 915 6 405 

TOTAL  21 107 

Data source: Council Regulation 2020/2093. 

The fifth special instrument, the Single Margin Instrument, has no pre-fixed amounts, but makes it 
possible to increase ceilings in a given year by resorting either to unused margins from previous 
years or to resources to be offset in subsequent years. Its annual use is capped at 0.04 % of EU gross 
national income (GNI) for commitments, corresponding to €6.5 billion in 2023, and 0.03 % of EU GNI 
for payments, corresponding to €4.9 billion in 2023. Different rules apply to unused margins from 
previous years for payments, which are automatically transferred to the following year (see 
Section 5.1.1), and for commitments, which may be mobilised by Parliament and Council in the 
framework of the budgetary procedure. 

5.2. Rule of law and the Budgetary Conditionality Regulation 
Regulation 2020/2092182 on budgetary conditionality (the 'Budgetary Conditionality Regulation') 
entered into force on 1 January 2021. The following measures can be adopted under this regulation: 

 suspension of payments or commitments, 
 termination of a legal commitment, 
 prohibition on entering into new legal commitments, 
 suspension of the approval of programmes, and 
 reduction of pre-financing. 

These measures can only be taken where such breaches affect the sound financial management of 
the EU budget or the protection of the EU's financial interests in a sufficiently direct way. The 
regulation does not apply to a generalised deficiency of the rule of law in an EU Member State. The 
European Parliament's role under this regulation is limited: it only has the right to be informed of 
any procedure.  

On 11 March 2021, Poland and Hungary lodged actions before the European Court of Justice (ECJ) 
against the regulation. The ECJ dismissed the actions on 16 February 2022.183 

                                                             
182 Regulation (EU, Euratom) 2020/2092 of 16 December 2020 on a general regime of conditionality for the protection of 

the Union budget. 
183 Judgments in Cases C-156/21 Hungary v Parliament and Council and C-157/21 Poland v Parliament and Council. 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.LI.2020.433.01.0011.01.ENG
https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:32020R2092
https://curia.europa.eu/jcms/upload/docs/application/pdf/2022-02/cp220028en.pdf
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Parliament has repeatedly urged the Commission to apply the Budgetary Conditionality Regulation. 
On 18 September 2022, the Commission applied the regulation for the first time, proposing the 
suspension of funds allocated to Hungary over rule-of-law concerns.184 Consequently, 65 % of the 
budgetary commitments under the following operational programmes in cohesion policy were to 
be suspended (corresponding to a suspension of €7.5 billion worth of funds): 

 Environmental and Energy Efficiency Operational Programme Plus; 
 Integrated Transport Operational Programme Plus; 
 Territorial and Settlement Development Operational Programme Plus.  

However, the Commission also laid the ground for a possible compromise. Hungary could avoid the 
suspension of funds if certain remedial measures were adopted: the annex to the proposal mentions 
a set of remedial measures to be implemented by 19 November 2022, inter alia concerning the 
judicial review of prosecutors' decisions and the establishment of an Anticorruption Task Force. The 
Commission had to evaluate the situation after that deadline and decide on payments (if 
implementation had been successful). 

According to the regulation, the Council had to adopt the implementing decision within one month 
of receiving the Commission's proposal. The Council had to act by a qualified majority and could 
amend the Commission's proposal. 

After long discussions in the Council, also in view of a possible impact on other legislative proposals 
requiring unanimity, the legal act was finally adopted on 15 December 2022. All delegations – 
except for Hungary and Poland, which were against – voted in favour of adopting the Council 
implementing decision for the protection of the EU budget against breaches of the principles of the 
rule of law in Hungary. The required qualified majority had been reached.185 Recognising that a 
certain effort had been made (which was, however, deemed insufficient), this decision suspends an 
allocation of €6.3 billion in EU cohesion policy funds to the Hungary. 

5.3. Roadmap for further reform of the financing system 
Following the agreement reached at the European Council meeting of July 2020 and the Own 
Resources Decision186 of 1 January 2021, the EU introduced a non-recycled plastic waste own 
resource as a first new category of own resources. The plastics own resource is calculated on the 
basis of Eurostat data, which Member States already collect and provide under existing reporting 
obligations. Furthermore, a related IIA between Parliament, Council and Commission was reached 
on 16 December 2020, which included a roadmap for the introduction of new own resources in 
further two stages (see Figure 26).187 

Parliament, which had long pushed for a thorough reform of the own resources system, deemed the 
proposed modernisation insufficient, and included additional progress on this aspect as an essential 

                                                             
184 Proposal for a Council implementing decision on measures for the protection of the Union budget against breaches 

of the principles of the rule of law in Hungary, COM(2022) 485, European Commission, September 2022. 
185 Written procedure of the Council of 15 December 2022. 
186 Council Decision (EU, Euratom) 2020/2053 of 14 December 2020 on the system of own resources of the European 

Union and repealing Decision 2014/335/EU, Euratom. 
187 Decision of 16 December 2020 on the conclusion of an Interinstitutional Agreement between the European 

Parliament, the Council of the European Union and the European Commission on budgetary discipline, on 
cooperation in budgetary matters and on sound financial management, as well as on new own resources, including 
a roadmap towards the introduction of new own resources, European Parliament. 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM:2022:485:FIN
https://data.consilium.europa.eu/doc/document/CM-5860-2022-INIT/en/pdf?utm_source=dsms-auto&utm_medium=email&utm_campaign=Outcome+of+written+procedure+on+aid+to+Ukraine%2c+minimum+tax%2c+Hungary%e2%80%99s+recovery+plan+and+the+conditionality+mechanism
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32020D2053
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element in its negotiations with the Council on the 2021-2027 MFF.188 The fact that the EU budget 
is currently financed mainly by own resources based on GNI and value-added tax (VAT), which are 
seen by some as national contributions, is often thought to hinder budgetary reform and exacerbate 
the focus of negotiations on budgetary balances. The adoption of new own resources could lead 
the way to considering avenues for broader reform of the EU budget.189  

The launch of NGEU was an additional reason for the introduction of new own resources. In the 
absence of new own resources, other options – such as an increase in national contributions to the 
EU budget or cuts to existing MFF programmes after 2027 – would have to be considered with a 
view to securing funds for the repayment of the costs of NGEU grants when they became due. 
Parliament has repeatedly stressed that new own resources should cover at least the recovery 
instrument's repayment costs.190 Under the agreed guiding principles for the reform set by the 
roadmap of the IIA, new own resources should: raise enough revenue to repay the grant component 
of NGEU and its borrowing costs; be linked to EU policies and objectives,191 such as the fight against 
climate change, the circular economy, and 'a Europe fit for the digital age'; and contribute to fair 
taxation and the fight against tax fraud and tax evasion.  

The roadmap in the IIA includes a timetable for the envisaged introduction of new own resources, 
on top of the contribution based on plastic waste, by 2026. Although the Commission proposed a 
carbon border adjustment mechanism192 and a revised emissions trading system on 14 July 2021,193 

the new own resources proposal based on these legislative proposals was delayed compared with 
the timetable laid down in the roadmap. It was not until 22 December 2021 (six months later than 
initially scheduled) that the European Commission put forward a package of proposals to ensure 
'the next generation of own resources for the EU budget'. At the same time, the Commission 
proposed an amendment of the regulation on the current 2021-2027 MFF (see Section 5.1.1). 

The Commission is proposing to amend the Own Resources Decision194 so that the following 
revenue would be allocated to the EU budget: 

 75 % of the revenue generated by the above-mentioned legislative proposal on a 
carbon border adjustment mechanism; 

 25 % of the revenue generated by the proposed revised emissions trading system; 
and 

                                                             
188 Resolution of 23 July 2020 on the conclusions of the extraordinary European Council meeting of 17-21 July 2020, 

European Parliament. 
189 F. Jones, Financing the European Union, EPRS, European Parliament, 2020. 
190 A. D'Alfonso, Own resources of the European Union: Reforming the EU's financing system, EPRS, European Parliament, 

2020. 
191 In line with the High-Level Group on Own Resources' recommendations that the revenue side of the budget should 

contribute to achieving EU policy objectives. 
192  Proposal for a regulation establishing a carbon border adjustment mechanism, COM(2021) 564, European 

Commission, July 2021. The legislative procedure on this proposal is currently ongoing. 
193 Proposal for a directive amending Directive 2003/87/EC establishing a system for greenhouse gas emission allowance 

trading within the Union, Decision (EU) 2015/1814 concerning the establishment and operation of a market stability 
reserve for the Union greenhouse gas emission trading scheme and Regulation (EU) 2015/757, COM(2021) 551, 
European Commission, July 2021. The legislative procedure is currently ongoing. 

194  Proposal for a Council decision amending Decision (EU, Euratom) 2020/2053 on the system of own resources of the 
European Union, COM(2021) 570, European Commission, December 2021. 

https://www.europarl.europa.eu/doceo/document/TA-9-2020-0206_EN.html
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2020)659416
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2018)630265
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 15 % of the share of the residual profits from multinationals that would be reallocated 
to EU Member States under the recent OECD/G20 agreement195 on a reallocation of 
taxing rights ('Pillar One').196 

According to the Commission, these three proposed new own resources could generate on average 
a total of up to €17 billion (in 2018 prices) annually for the EU budget in the years 2026 to 2030197 
and would thus help to repay the funds raised by the EU to finance the grant component of the 
NGEU recovery instrument. 

On 23 November 2022, the Parliament adopted a legislative resolution198 approving the proposal 
for a Council decision amending Decision (EU, Euratom) 2020/2053 on the system of own resources 
of the EU. According to the resolution, the revenue from the application of a uniform rate of call 
equal to 100 % (instead of 75 %) of the revenue from the sale of certificates of the carbon adjustment 
mechanism at borders should constitute own resources entered in the EU budget. Furthermore, if 
by the end of 2023, the process of ratification of the OECD/G20 (Inclusive Framework) Pillar One 
Agreement has not started in a critical mass of countries as defined by the Multilateral Convention, 
the Commission should propose a new own resource in connection with the single market, such as 
a digital levy or a similar measure, in order to generate revenues by 2026. 

The proposed revision of the Own Resources Decision has to be adopted unanimously in Council 
after consulting the European Parliament. It can only enter into force once it is approved by all EU 
Member States in line with their constitutional requirements. Significant progress relating to the 
first package of own resources proposed in December 2021 has not yet been made.  

According to the roadmap agreed in the IIA, the Commission is expected to put forward further 
proposals on own resources in 2024. This could include a financial transaction tax, a financial 
contribution linked to the corporate sector or a new common corporate tax base. On 18 October 
2022, the Commission adopted its work programme for 2023. Under the work programme, the 
Commission announced its plan to propose a second set of new own resources (based on 
Articles 311 and 322 TFEU) during the third quarter of 2023, 

building inter alia on the proposal for a single set of tax rules for doing business in Europe 
(BEFIT). … [T]hese measures will ensure more diversified and resilient types of revenue and avoid 
undue cuts to Union programmes or excessive increases in Member State contributions, in view of 
repaying the grant component of the NextGenerationEU recovery plan.199 

                                                             
195 On 8 October 2021, more than 130 countries that are members of the OECD/G20 Inclusive Framework on Base Erosion 

and Profit Shifting agreed on a reform of the international tax framework: a two-pillar solution to tackle tax avoidance. 
196 The Commission has announced a legislative proposal on the re-allocation of taxing rights in 2022, once the technical 

aspects of the multilateral convention are agreed. This proposal will complement the Commission proposal of 
22 December 2021 for a directive on ensuring a global minimum level of taxation for multinational groups in the 
Union, COM(2021) 823 ('Pillar Two'). 

197 Remarks by Commissioner Hahn on new own resources, 22 December 2021. 
198  Resolution of 23 November 2022 on the proposal for a Council decision amending Decision (EU, Euratom) 2020/2053 

on the system of own resources of the European Union, European Parliament. 
199 Commission work programme 2023, COM(2022) 548, p. 5. 
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5.4. Revision of the EU budget rules 
The current EU Financial Regulation,200 i.e. the EU's rules governing the establishment, implementation and 
scrutiny of the EU budget, came into force on 2 August 2018. Article 280 of the Financial Regulation provides 

                                                             
200  Regulation (EU, Euratom) 2018/1046 of 18 July 2018 on the financial rules applicable to the general budget of the 

Union, amending Regulations (EU) No 1296/2013, (EU) No 1301/2013, (EU) No 1303/2013, (EU) No 1304/2013, (EU) No 

Figure 26 – Roadmap for the introduction of new own resources 

 

Data source: IIA on budgetary matters, 16 December 2020. 
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for regular review of the rules whenever necessary, and in any case at the latest two years before the end of 
each MFF. 

5.4.1. Need for a thorough revision 
In 2020, in the context of the negotiations on the EU's financing for the 2021-2027 period,201 
Parliament, Council and Commission agreed to align the EU's financial rules to the 2021-2027 MFF202 
and the NGEU recovery instrument203 (see Chapter 6). At the same time, a new regulation on the rule 
of law204 was adopted (see Section 5.2) as part of the package on the 2021-2027 MFF and the NGEU. 

In a joint declaration,205 Parliament, Council and Commission agreed that – given the establishment 
of NGEU, a novel financing instrument – this forthcoming revision of the Financial Regulation should 
assess, and revise as appropriate, the provisions on external assigned revenue and reporting on 
borrowing and lending operations.206 

The new MFF covering the years 2021 to 2027, supplemented by funds from NGEU and the 
application of enhanced rules on the protection of the EU budget, have brought many changes and 
led to a new, innovative budgetary context that justifies the necessity for the Financial Regulation 
to be revised. 

First, NGEU funds (grants) constitute external assigned revenue (see Box 4 below). The EU 
institutions agreed on the need to enhance the budgetary authority's role on this revenue. To this 
end, a special procedure for overseeing this revenue was laid down in the IIA on budgetary 
matters,207 linked to the 2021-2027 MFF. It envisages the provision of detailed information and 
estimates by the Commission on assigned revenue under the NGEU recovery instrument when 
presenting the draft budget. It further provides for the obligation to present regular updates and 
hold at least three interinstitutional meetings a year to monitor implementation. 

 

                                                             
1309/2013, (EU) No 1316/2013, (EU) No 223/2014, (EU) No 283/2014, and Decision No 541/2014/EU and repealing 
Regulation (EU, Euratom) No 966/2012. 

201  For more information on the EU's financing for the years 2021 to 2027, see M. Sapała, M. Pari and N. Kresnichka-
Nikolchova, EU financing for 2021-2027, EPRS, European Parliament, 2020. 

202  Council Regulation 2020/2093. 
203  For more information on NGEU, see A. D'Alfonso, Next Generation EU: A European instrument to counter the impact 

of the coronavirus pandemic, EPRS, European Parliament, 2020. 
204  K. Kowald, Protection of the Union's budget in case of 'rule of law' deficiencies, EPRS, 2020. 
205  Joint declaration of the European Parliament, the Council and the Commission on reassessing the external assigned 

revenue and borrowing and lending provisions in the Financial Regulation, December 2020. 
206  R. Christie, G. Claeys and P. Weil, Next Generation EU borrowing: a first assessment, Bruegel, November 2021. 
207  Interinstitutional Agreement, December 2020. For details on the procedure see Annex 1, Part H, 'External assigned 

revenue under the European Union Recovery Instrument'. 

https://epthinktank.eu/2020/12/10/eu-financing-for-2021-2027-political-agreement-on-the-2021-2027-multiannual-financial-framework-mff-the-next-generation-eu-ngeu-recovery-instrument-and-new-own-resources/
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.LI.2020.433.01.0011.01.ENG
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2020)652000
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2020)652000
https://www.europarl.europa.eu/thinktank/en/document/EPRS_ATA(2020)659409
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.CI.2020.444.01.0006.01.ENG
https://www.bruegel.org/policy-brief/next-generation-eu-borrowing-first-assessment
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.LI.2020.433.01.0028.01.ENG
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As a second major evolution in the EU's finances relating to NGEU, the Commission was empowered 
to borrow on the capital markets (see Box 5 below) on behalf of the EU (both for loans and, for the 
first time, for grants), thus increasing considerably the EU's borrowing and lending capacity. The 
amount is estimated at around €150 billion a year until 2026, totalling at €806.9 billion (current 
prices).  

The IIA on budgetary matters208 (Points 16(a) and 17) requires the Commission to submit an annual 
report on the assets and liabilities arising from borrowing and lending operations. On the other 
hand, the Own Resources Decision209 envisages the regular provision of information by the 
Commission to the European Parliament and the Council concerning all aspects of its debt 
management strategy (Article 5(3)).  

                                                             
208  Interinstitutional Agreement, December 2020. 
209  Council Decision (EU, Euratom) 2020/2053 of 14 December 2020 on the system of own resources of the European 

Union and repealing Decision 2014/335/EU, Euratom. 

Box 4 – Assigned revenue 
'Assigned revenue' is referred to in the EU budget as 'other revenue', meaning revenues other than the 
main sources of revenue for the EU budget. They are assigned to specific items of expenditure and thus 
constitute an exception to the budgetary principle of universality (Article 20 of the Financial Regulation), 
which requires that total revenue finance all expenditure and not be assigned to specific purposes. 

There are two types of assigned revenue: i) external assigned revenue, defined in Article 21(2) of the 
Financial Regulation, which mainly consists of financial contributions by third countries and external 
sources to specific EU programmes, and in particular the Horizon programme and the Innovation Fund; 
and ii) internal assigned revenue (Article 21(3)), notably recoveries of funds as well as repayments of 
revenues from third parties for goods and services or lettings and sales of buildings or land. New assigned 
revenue can be established through the legislative process. 

Assigned revenue is made available automatically, both for commitment and payment appropriations, 
when the EU institution receives the revenue (Article 22(2)). It does therefore not fall under the scope of 
the budgetary procedure, circumventing the requirement of an approval by the budgetary authority. The 
only possibility for the European Parliament to be involved in the decision-making is if the legal basis for 
setting up the relevant instrument falls under the ordinary legislative procedure. This was not the case for 
establishing NGEU, which was presented by the Commission on the basis of Article 122 TFEU. This article 
enables the Council to decide alone, on a proposal from the Commission, to provide financial assistance 
to a Member State in the event of severe difficulties or exceptional occurrences. 

Under the 2014-2020 MFF, the total amount of assigned revenue (internal and external) was used to 
finance on average 10-11 % of the annual budget. In the last years of the 2014-2020 financial period, 
external assigned revenue increased continually, from €2.2 billion in 2019, to €4.2 billion in 2020. In 2021, 
the increase was unprecedented owing to NGEU. As provided for in the regulation establishing NGEU and 
its Article 3, the non-repayable (grant component), set for the 2021-2023 period at €384.4 billion (in 2018 
prices), constitutes external assigned revenue. Funding is channelled through several EU programmes, in 
particular programmes under heading 2 of the MFF on 'Cohesion, resilience and values'. Consequently, 
considerable additional resources were introduced to the EU budget as external assigned revenue. In 
2021, NGEU funds alone amounted to €164.6 billion; in 2022, they amounted to €143.5 billion; and in the 
2023 EU budget, NGEU funds entered as external assigned revenue stand at €113.9 billion (in 
commitments). 

Sources: The next revision of the Financial Regulation and the EU budget galaxy. How to safeguard and 
strengthen budgetary principles and parliamentary oversight?, Policy Department for Budgetary Affairs, 
European Parliament, March 2022; and Next Generation EU. Where are assigned revenue? Which impact 
in 2021?, Policy Department for Budgetary Affairs, European Parliament, July 2020. 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.LI.2020.433.01.0028.01.ENG
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32020D2053
https://www.europarl.europa.eu/thinktank/en/document/IPOL_STU(2022)721500
https://www.europarl.europa.eu/thinktank/en/document/IPOL_STU(2022)721500
https://www.europarl.europa.eu/thinktank/en/document/IPOL_BRI(2020)656549
https://www.europarl.europa.eu/thinktank/en/document/IPOL_BRI(2020)656549
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The European Parliament, in an own-initiative report on the borrowing strategy to finance NGEU,210 
underlined that transparency regarding the Commission's borrowing strategy and operations is 
essential for ensuring accountability, and insisted on the need to involve the budgetary authority at 
all stages of the lending and borrowing process. It denounced the creation of such instruments, 
funds and common borrowing programmes outside the EU budget, thus bypassing the scrutiny or 
control from the budgetary authority, and asked for the integration of borrowing and lending 
operations in the EU budget, and Parliament's full involvement in the legislative process. 

 

5.4.2.  European Parliament expectations 
Parliament, in anticipation of the Commission proposal for a revision of the Financial Regulation, 
presented its expectations for the forthcoming revision in an own-initiative report.211 The resolution 
highlighted that the revision should build around increased democratic accountability, 
transparency and efficiency of EU spending, as well as the respect of EU values. 

Moreover, Parliament highlighted the need to respect democratic accountability, even in case of 
managing crises, or related to 'off-budget instruments'. It called for the Financial Regulation to 
reflect an appropriate role for Parliament in budgetary scrutiny and discharge functions, including 
for NGEU operations, and insisted that external assigned revenue forms an integral part of the 
budget, so that Parliament, as one arm of the budgetary authority, can fulfil its decision-making, 
scrutiny and discharge function. Similarly, Parliament's supervision and scrutiny should be ensured 
over the trust funds. 

In its resolution, Parliament also asked the Commission to integrate the rules of the Budgetary 
Conditionality Regulation, which establishes the respect for fundamental values as an essential 
precondition for sound financial management, into the Financial Regulation. To further reinforce 
                                                             
210  Resolution of 22 November 2022 on the implementation of the borrowing strategy to finance NextGenerationEU, the 

Union's recovery instrument, European Parliament. 
211  Resolution of 24 November 2021 on the revision of the Financial Regulation in view of the entry into force of the 2021-

2027 multiannual financial framework, European Parliament. 

Box 5 – Borrowing and lending operations in relation to NGEU 
The financing of the NGEU recovery instrument is secured through funds borrowed on the capital markets 
by the Commission on behalf of the EU. As for the grant component, funds are entered in the EU budget 
in the form of external assigned revenue. Conversely, resources borrowed to finance the loans component 
of NGEU are transferred directly to Member States. This has considerably increased the EU's borrowing and 
lending capacity, and made the EU one of the largest issuers in euros.  

Borrowed funds are not recorded in the EU budget but can have implications for the budget in terms of 
liabilities and risks. The European Parliament was not involved in the procedure establishing the recovery 
instrument, which was presented based on Article 122 TFEU. Parliament is, however, kept informed, and 
can exercise ex-post budgetary control through the discharge procedure on NGEU grants. 

Overall, borrowing and lending operations have increased significantly. For NGEU, the Commission began 
borrowing mid-2021 based on a new diversified funding strategy, as opposed to 'back to back' financing. 
By the end of June 2022, the Commission had raised €121 billion in long-term borrowing through EU-
bonds – in 2012, this amounted to less than €16 billion. The Commission also raised €58 billion in short-
term borrowing through the EU-bills programme.  

Sources: V. Lilyanova, Borrowing strategy to finance Next Generation EU, EPRS, November 2022; and EU 
budget policy brief, The EU as an issuer: the Next Generation EU transformation, European Commission, 
July 2022. 

https://www.europarl.europa.eu/doceo/document/TA-9-2022-0400_EN.html
https://www.europarl.europa.eu/doceo/document/TA-9-2021-0469_EN.html
https://www.europarl.europa.eu/thinktank/en/document/EPRS_ATA(2022)738210
https://op.europa.eu/en/publication-detail/-/publication/accacfb6-0966-11ed-b11c-01aa75ed71a1/language-en/format-PDF
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the protection of the EU's financial interests, it asked for strengthening public procurement rules to 
avoid any potential conflict of interests, and – based on the experience gained during the COVID-19 
crisis – for clarifying the exceptional cases under which rules can be more flexible. Furthermore, 
Parliament expressed support for increased transparency and enhanced public scrutiny. It 
suggested establishing a single, public, user-friendly EU database, presenting information about 
beneficiaries of EU funds, and proposed that use of the early detection and exclusion system (EDES), 
currently used for expenditure under direct and indirect management, be extended to shared 
management and made compulsory. 

To ensure an effective tracking of funds contributing to the EU's objectives of mitigating climate 
change and enhancing biodiversity, Parliament asked for a clear methodology for tracking to be 
developed. Moreover, it requested gender mainstreaming and budgeting to be integrated in the 
revised Financial Regulation, and for the regulation to reflect the 'do no significant harm' principle, 
a precondition for receiving funding from the Recovery and Resilience Facility (RRF) (see Chapter 6). 

Another one Parliament's request concerned the re-introduction in the budget of unused 
commitments. Currently, the Financial Regulation envisages this possibility only for unused research 
policy commitments (Article 15(3)); Parliament requests its extension to all appropriations. 

The Commission proposal on the financial rules, published in May 2022,212 aims at a more 
transparent, agile and better protected EU budget. It proposes a limited revision (recast) of the 2018 
Financial Regulation, focusing on the necessary adjustments around the following major themes: 

 Align the 2021-2027 MFF 'package', updating the references to the MFF Regulation, 
adding cross-references to the Budgetary Conditionality Regulation, and including 
the derogations from the budgetary principles agreed in some basic acts; 

 Enhance the protection of EU's financial interests, for instance through the use of a 
single IT system for data mining or the targeted extension of EDES to shared 
management and the RRF; 

 Improve management in times of crisis by adapting the procurement rules; 
 Modernise and simplify the rules for EU fund recipients, and reduce administrative 

burden. 

In their first reaction,213 the Members of Parliament's competent committees (Committee on 
Budgetary Control and Committee on Budgets) deemed the Commission proposal to be falling 
short regarding external assigned revenue and the related joint declaration.214 They also considered 
that transparency and the rules on public procurement could be enhanced further. 

Parliament has recalled the importance of the above points in its recent own-initiative report215 on 
upscaling the 2021-2027 MFF, notably the declaration on re-assessing the external assigned 
revenue and borrowing and lending provisions in the context of the revision of the Financial 
Regulation. It considers that external assigned revenue, as well as assets and liabilities relating to 
borrowing and lending operations, should form an integral part of the EU budget. Parliament 
repeats that de-committed appropriations should remain in the EU budget, and underlines the 

                                                             
212  Proposal for a regulation on the financial rules applicable to the general budget of the Union (recast), COM(2022) 223, 

European Commission, May 2022. 
213  Agence Europe, Europe Daily Bulletin No. 12954, MEPs unhappy with draft recast of financial regulation, 17 May 2022. 
214  Joint declaration, December 2020. 
215  Resolution of 15 December 2022 on upscaling the 2021-2027 multiannual framework: a resilient EU budget fit for new 

challenges, European Parliament. 

https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=COM:2022:223:FIN
https://agenceurope.eu/en/bulletin/article/12954/27
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.CI.2020.444.01.0006.01.ENG&toc=OJ:C:2020:444I:TOC
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0450_EN.html
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importance of increased transparency of EU spending through an easily accessible database on the 
beneficiaries of EU funds. 

In 2023, the co-legislators will discuss the issues mentioned above with the aim of agreeing on a set 
of EU budget rules that ensure that EU spending is subject to proper scrutiny and control, and lined 
up with the new budgetary and regulatory reality. 
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6. Next Generation EU: Temporary recovery instrument 
Next Generation EU (NGEU) represents a major innovation in EU finances. This joint instrument is 
geared towards economic recovery, significantly reinforcing the resources channelled through EU 
budgetary instruments over the years 2021 to 2026. The establishment of NGEU was the result of a 
growing consensus on the need to complement European Central Bank (ECB) measures and 
national stimulus packages with a coordinated common fiscal response in order to address the 
challenges that the pandemic was posing to the smooth functioning of the single market and the 
euro area.216 The main expenditure instrument financed by NGEU is the Recovery and Resilience 
Facility (RRF). RRF resources are implemented through national plans that comprise a coherent 
package of reforms and investments aimed at making the EU economy more sustainable, innovative 
and inclusive. In 2023, with implementation in full swing, the RRF is expected to keep contributing 
to the EU recovery, and its results may play an important role in the ongoing debate on the review 
of the EU's economic governance framework. In addition, the plans through which the RRF is 
implemented may be updated in the course of the year, since the RRF has been chosen as the main 
funding tool of the REPowerEU Plan designed to end the EU's dependence on Russian fossil fuels 
and accelerating the green transition.217  

6.1. Main features of Next Generation EU (NGEU) 
Whereas the multiannual financial framework (MFF) is financed by EU own resources, NGEU 
financing is achieved by means of borrowing operations, which the European Commission carries 
out on behalf of the EU. Prior to NGEU, the Commission had already borrowed resources on the 
markets to provide Member States with financial support. The instruments concerned were based 
on the use of the margin available under the own resources ceiling as a guarantee and/or on 
guarantees from Member States. One recent example is SURE, the €100 billion instrument for 
temporary support for unemployment schemes, which is also part of the broader EU response to 
the pandemic.218 The most recent report on SURE points to a large take-up of the instrument 
(particularly in 2020 and 2021), since the Council granted €93.3 billion of SURE financial assistance, 
which has almost entirely been disbursed (€91.8 billion). Overall, 19 Member States, more than 
40 million workers and 3.3 million firms benefitted from the instrument between 2020 and 2022.219 

Nevertheless, NGEU is unprecedented in scale, involving collective borrowing that represents some 
5 % of EU gross national income (GNI) (although spread over several years).220 For the first time, it 
enables the EU budget to contribute directly to macroeconomic stabilisation (see Section 3.1). 
Amounting to €806.9 billion in current prices (or €750 billion in 2018 prices), NGEU makes the 
Commission one of the major issuers of bonds denominated in euro as well as of green bonds. 

                                                             
216  A. D'Alfonso, Next Generation EU: A European instrument to counter the impact of the coronavirus pandemic, EPRS, 

European Parliament, 2020. 
217  REPowerEU Plan, COM(2022) 230, European Commission, May 2022. 
218  A. D'Alfonso, Temporary support to mitigate unemployment risks in an emergency (SURE), EPRS, European 

Parliament, 2020. 
219  Report on the European instrument for Temporary Support to mitigate Unemployment Risks in an Emergency (SURE) 

following the COVID-19 outbreak pursuant to Article 14 of Council Regulation (EU) 2020/672 SURE: Two Years On, 
COM(2022) 483, European Commission, September 2022. 

220  A. D'Alfonso, Next Generation EU: A European instrument to counter the impact of the coronavirus pandemic, EPRS, 
European Parliament, 2020. 

https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2020)652000
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM:2022:230:FIN
https://www.europarl.europa.eu/thinktank/en/document/EPRS_ATA(2020)649375
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52022DC0483
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2020)652000
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Borrowing operations for NGEU activities started in mid-2021 following the ratification of the new 
Own Resources Decision by all Member States.221 Given the volumes involved (on average up to 
€160 billion per year) and the frequency and complexity of the operations required, the Commission 
is implementing a diversified funding strategy that combines the use of different funding 
instruments and funding techniques with open and transparent communication to the market 
participants. The objective is to facilitate the market absorption of the funding programme, while 
being able to respond promptly to evolving funding requirements or market conditions, with a view 
to ensuring cheaper borrowing and the availability of liquidity at all times.222 According to the 
Commission, NGEU has changed the EU's status in the European issuers' market from a small 
supranational issuer to a large sovereign-scale issuer, while helping to increase the supply of euro 
denominated safe assets.223 In its semi-annual funding plan of December 2022, the Commission 
announced its intention to issue up to €80 billion in long-term bonds between January and June 
2023, to be topped-up by short-term EU-bills.224 

Commission President Ursula von der Leyen announced that 30 % of borrowing (up to around 
€250 billion) will be through green bonds,225 which gives the EU an opportunity to establish itself as 
a global standard-setter in this area. After adopting the independently evaluated NGEU green bond 
framework, the Commission issued the first NGEU green bond in October 2021. Worth €12 billion, 
the emission of this 15-year bond represented the world's largest green bond transaction thus far.226 

According to the Bruegel think tank, the Commission successfully managed to organise large-scale 
borrowing operations in a short time. The authors argue that NGEU is a demonstration of EU 
solidarity that has generated confidence in the resilience of the euro area, providing an additional 
option to borrow at cheap rates and invest the proceeds in joint priorities.227 

On the expenditure side, NGEU aims specifically to address the socio-economic consequences of 
the COVID-19 pandemic and make the EU economy more resilient and sustainable through 
investment and reforms. Combined with the new MFF, it represents the largest stimulus package 
ever financed through the EU budget, and further modifies the structure of EU spending as 
compared with the 2014-2020 period (see Figure 27). Commentators have dubbed the agreement 
as momentous.228 

                                                             
221  A. D'Alfonso, National ratification of the Own Resources Decision: Procedure completed on 31 May 2021, EPRS, 

European Parliament, June 2021. 
222  Communication on a new funding strategy to finance Next Generation EU, COM(2021) 250, European Commission, 

April 2021. 
223  The EU as an issuer: the NextGenerationEU transformation, EU Budget Policy Brief #3, European Commission, July 

2022. 
224  While the bulk of the resources will finance NextGenerationEU (around €70 billion), other significant funding is 

expected to be used for support to Ukraine through the new macro-financial assistance (MFA+) programme (around 
€10 billion), see the NGEU funding plans website, European Commission. 

225  U. von der Leyen, State of the Union Address at the European Parliament Plenary, 16 September 2020. 
226  Next Generation EU – Green Bond Framework, SWD(2021) 242, European Commission, September 2021; and Next 

Generation EU: European Commission successfully issues first green bond to finance the sustainable recovery, press 
release, European Commission, 12 October 2021. 

227  R. Christie, G. Claeys and P. Weil, Next Generation EU borrowing: a first assessment, Bruegel, November 2021. 
228  'Recovery fund is a huge breakthrough for the EU', Editorial Board, Financial Times, 21 July 2020. 

https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2021)690520
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021DC0250
https://op.europa.eu/s/xjqf
https://commission.europa.eu/strategy-and-policy/eu-budget/eu-borrower-investor-relations/funding-plans_en
https://ec.europa.eu/commission/presscorner/detail/en/SPEECH_20_1655
https://commission.europa.eu/system/files/2021-09/nextgenerationeu_green_bond_framework.pdf
https://ec.europa.eu/commission/presscorner/detail/en/IP_21_5207
https://ec.europa.eu/commission/presscorner/detail/en/IP_21_5207
https://www.bruegel.org/2021/11/next-generation-eu-borrowing-a-first-assessment/
https://www.ft.com/content/ce611960-cb58-11ea-9f2a-f28f919e3c0e
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Various analysts have 
identified the absorption 
capacity of the unprecedented 
level of resources channelled 
through the EU budget as an 
important challenge for the 
recovery package.229 The CEPS 
think tank has estimated that 
NGEU support for individual 
southern and eastern 
European Member States may 
be worth as much as 3 % to 5 % 
of domestic gross domestic 
product (GDP) each year.230 
Moreover, Member States 
simultaneously have to 
manage the remaining 
allocations from the 2014-2020 
MFF and the launch of the new 
programmes under the 2021-
2027 MFF. According to 
Commission data, among the 
EU countries with the lowest 
records for absorption of EU 
structural and investment funds (ESI funds) are Italy and Spain,231 the two countries with the largest 
allocations of RRF grants in absolute figures. At the same time, there are many potential benefits 
from interaction and synergies between the ESI funds and the RRF.232 

Given its close link to the recovery from the impact of the pandemic, NGEU has been designed as a 
temporary instrument, with a shorter timespan than the current MFF. Commitments under NGEU 
must be carried out over the 2021-2023 period, while payments must be finalised by 2026. However, 
implementing rules enable the instrument to finance retroactively expenditure that Member States 
already incurred as from 1 February 2020 in the wake of the pandemic, with a view to countering its 
consequences. 

NGEU resources are composed of grants (€421.1 billion) and loans (€385.8 billion). The former 
provide additional resources for the EU budget and increase its size in the form of external assigned 
revenue (see Chapter 5, Box 4), while the latter are transferred, through an EU budgetary instrument 
but outside the EU budget, to the Member States that have requested them. Repayments are spread 
over a long timeframe (by 2058 at the latest). The EU budget will repay the grants and their 

                                                             
229  Z. Darvas, Will European Union countries be able to absorb and spend well the bloc's recovery funding?, Bruegel, 

September 2020; A. Eisl and E. Rubio, Spending EU subsidies well: A challenge for Member States, Jacques Delors 
Institute, February 2021. 

230  C. Alcidi, D. Gros and F. Corti, Who will really benefit from the Next Generation EU funds?, CEPS, October 2020. 
231  By the end of September 2021, Italy and Spain had spent 47 % and 42 % respectively of their ESI fund allocations 

under the 2014-2020 MFF, see the 2014-2020 ESIF OVERVIEW website, European Commission. 
232  M. Ferry and S. Kah, Pursuing Positive Interactions – within Structural Funds and with the RRF, European Policies 

Research Centre Delft, 2021. 

Figure 27 – Share of main policy areas in the MFFs, 
including NGEU 

 

Data source: European Commission. 
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https://cohesiondata.ec.europa.eu/overview
https://eprc-strath.org/wp-content/uploads/2021/11/IQ-Net-Thematic_Paper_50_Post_Conference.pdf
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borrowing costs, while Member States that have resorted to loans will be in charge of their 
repayment.  

Another significant feature of NGEU is that resources are to be spent in line with commonly agreed 
EU objectives, such as the green transition and digital transformation, with a view to increasing the 
resilience and sustainability of economies and societies. Three strategic axes have been identified 
as common challenges at EU level: digitalisation and innovation; ecological transition; and social 
inclusion. The idea is to ensure not only an economic rebound but also a quality recovery. This 
approach is consistent with calls for stimulus packages to invest in activities contributing to the fight 
against climate change, an opportunity that fiscal spending left largely untapped in the wake of the 
2007-2008 financial crisis.233 

NGEU provides resources for seven EU budgetary instruments under headings 1, 2 and 3 of the MFF, 
including in the area of cohesion (through the €50.6 billion REACT-EU programme, which extends 
the crisis response and repair measures delivered under the two Coronavirus Response Investment 
Initiative packages in 2020). Figure 28 presents the 2021-2023 allocation of resources between the 
seven instruments, showing that the bulk of funding goes to the RRF.  

Both in the Interinstitutional Agreement on cooperation on budgetary matters234 and the political 
agreement on the RRF,235 the European Parliament managed to strengthen the involvement of the 
budgetary authority in the governance of NGEU and its largest implementing instrument, including 
through a regular recovery and resilience dialogue (see Section 6.6). 

                                                             
233  See McKinsey & Company, How a post-pandemic stimulus can both create jobs and help the climate, May 2020; and 

A. Bailey et al., 'The world must seize this opportunity to meet the climate challenge', The Guardian, 5 June 2020. 
234  Decision of 16 December 2020 on the conclusion of an Interinstitutional Agreement between the European 

Parliament, the Council of the European Union and the European Commission on budgetary discipline, on 
cooperation in budgetary matters and on sound financial management, as well as on new own resources, including 
a roadmap towards the introduction of new own resources, European Parliament. 

235  Commission welcomes political agreement on Recovery and Resilience Facility, press release, 18 December 2020. 

Figure 28 – Breakdown of NGEU resources (current prices) 

 

Source: EPRS, based on European Commission data. 
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6.2. Main features of the Recovery and Resilience Facility (RRF) 
The RRF is the main implementing tool for the recovery instrument, channelling 90 % of NGEU 
resources (i.e. 80 % of NGEU grants and all NGEU loans).236 Non-repayable grants under the RRF 
amount to €338 billion, but RRF spending may total up to €723.8 billion over the 2021-2023 period 
if Member States decide to use its loan component (€385.8 billion) fully. To use RRF resources, 
Member States have to prepare NRRPs with a coherent package of investments and reforms, taking 
into account the 2019 and 2020 country-specific recommendations of the European Semester. Each 
NRRP should address issues that require significant investment to create jobs and growth.  

Whereas the RRF is part of the emergency NGEU package, and reforms and investments financed 
under the RRF have to be implemented in relatively short time, i.e. by 2026, its overall aim is to bring 
about structural change and lasting impact in the Member States. To this end, the facility is 
structured around six pillars representing policy areas of European relevance identified by the RRF 
Regulation as vital for strengthening the EU's resilience (see Figure 29). The pillars define investment 
priorities and the scope of application of financing under the RRF. For two of these pillars, the RRF 
Regulation includes specific quantitative targets: each NRRP must earmark at least 37 % of its 
resources for the green transition (notably for climate-relevant investment) and at least 20 % for 
digital transformation. Overall, the plans approved by the Council devote around 40 % of their 
allocations to the green transition and around 26 % to digital transformation, thus exceeding the 
compulsory targets (see Section 6.3). In addition, the RRF provisions reinforce the instrument's green 
dimension by including the 'do no significant harm' (DNSH) principle. This means that NRRPs cannot 
include any measures that significantly harm the environment.237 

In addition, the Commission has encouraged national authorities to focus their plans on seven 
flagship areas relating to the above-mentioned pillars: i) clean technologies and renewables; 
ii) energy efficiency of buildings; iii) sustainable transport and charging stations; iv) rapid broadband 
services; v) digitalisation of public administration; vi) data cloud capacities and sustainable 
processors; and vii) education and training to support digital skills.238 

The other feature that makes the RRF a tool for the achievement of sustainable resilience and 
structural change is its link with the European Semester. The reforms and investments financed 
under the RRF should be designed to address at least a significant subset of challenges identified in 
the country-specific recommendations addressed to each Member State in 2019 and 2020.239 This 
requirement is among the key criteria applied in the assessment of the NRRPs. The combination of 
the RRF governance system and the European Semester framework is seen as an opportunity to 
generate important synergies and benefits for the functioning of both instruments.240 

 

                                                             
236  Regulation (EU) 2021/241 of 12 February 2021 establishing the Recovery and Resilience Facility. 
237 Technical guidance on the application of 'do no significant harm', European Commission, February 2021. 
238  Guidance to Member States Recovery and Resilience Plans: Part 1 and Part 2, SWD(2021) 12, European Commission, 

January 2021. 
239  The European Semester timeline: Spring package 2020, website, European Commission. 
240  What role for the European Semester in the recovery plan?, Economic Governance Support Unit, European Parliament, 

2020; and Country Specific Recommendations and Recovery and Resilience Plans: Thematic overview on tax 
avoidance, money laundering and corruption issues, Economic Governance Support Unit, European Parliament, 
October 2021. 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R0241
https://commission.europa.eu/document/98e1c77a-64ff-40a3-b827-f21df79544c0_en
https://commission.europa.eu/system/files/2021-01/document_travail_service_part1_v2_en.pdf
https://commission.europa.eu/system/files/2021-01/document_travail_service_part2_v3_en.pdf
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/european-semester/european-semester-timeline/spring-package_en
https://www.europarl.europa.eu/thinktank/en/document/IPOL_IDA(2020)651377
https://www.europarl.europa.eu/thinktank/en/document/IPOL_IDA(2021)689469
https://www.europarl.europa.eu/thinktank/en/document/IPOL_IDA(2021)689469
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The RRF governance and implementation method introduces some major innovations as compared 
with the approach used for EU budgetary instruments so far.241 In particular, the RRF embeds a 
performance-based system, where payments are made when Member States achieve agreed steps 
towards the reforms and investments envisaged in their NRRPs. Progress in the implementation of 
reforms and investment is measured against a set of milestones (qualitative achievements), targets 

                                                             
241  For an analysis of similarities and synergies between the governance and regulatory system of the RRF and cohesion 

funds, see J. Bachtler and C. Mendez, Recovery & Cohesion: ambitious objectives, challenging implementation, EoRPA 
Regional Policy Research Consortium, European Policies Research Centre, University of Strathclyde, Glasgow and 
EPRC Delft. 

Figure 29 – Structure of the Recovery and Resilience Facility (current prices) 

 

Data source: EPRS, based on the RRF Regulation and recovery and resilience scoreboard. 

https://eprc-strath.org/wp-content/uploads/2021/12/EoRPA-Report-21_2-Cohesion-Policy_-ISBN-version-3.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R0241
https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html#:%7E:text=The%20Recovery%20and%20Resilience%20Scoreboard%20is%20first%20and%20foremost%20a,the%20RRF%20to%20European%20citizens.&text=Data%20collected%20by%20the%20Commission,the%20implementation%20of%20the%20plans.
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(quantitative achievements) and completion dates. In the preparatory stage, each Member State 
wishing to use the RRF had to prepare a plan outlining its national reform and investment package, 
referring to the areas specified under the six pillars and taking into account the country-specific 
recommendations of the European Semester. The plan was then thoroughly analysed and assessed 
against 11 criteria by the European Commission, and approved by the Council in a legal act 
(implementing decision). The decision, complemented by documents including operational 
arrangements242 agreed and signed by each Member State and the European Commission, is the 
basis for the implementation of the NRRPs.  

The eligibility period for the reforms and investments proposed in the NRRPs starts on 
1 February 2020. Member States could therefore apply for financing for projects that had been 
launched at the beginning of the pandemic, provided these were in line with RRF objectives and 
requirements. All legal commitments must be made by the end of 2023, and payments by the end 
of 2026. It is worth noting that, in contrast to the funds under cohesion and rural development 
policy, implementation of measures under the RRF does not require additional resources from a 
Member State. The measures are 100 % financed from the facility.  

Once the plan is approved by the Council, the process enters its implementation stage. For the plans 
approved by 31 December 2021, Member States were entitled to receive 13 % of the amount in pre-
financing, with a view to ensuring an immediate start of the flow of resources for the recovery. 
Subsequent payments (or all the payments for the plans approved after 31 December 2021) are 
linked to the achievement of milestones and targets. 

Up to twice a year, Member States can send the Commission requests for payments supported with 
evidence of the progress made in implementation. The application is then assessed by the 
Commission (within maximum two months), following which the Economic and Financial 
Committee243 must provide its opinion (within maximum four weeks of receiving the Commission's 
preliminary assessment). The procedure envisages involvement of the European Council in the 
event of serious deviations from the satisfactory fulfilment of the relevant milestones and targets.  

One element under the spotlight is the breakdown of resources among Member States, since one 
objective of NGEU and the RRF is to focus support on areas where the impact of the pandemic has 
been most severe. To this end, the grant component has been pre-allocated to Member States in 
the RRF Regulation. Figure 30 shows the breakdown of available RRF grants per Member State. The 
formula for the calculation is based on population, inverse of GDP per capita, and the 2015-2019 
unemployment rate compared with the EU average. The fall in real GDP in the years 2020 and 2021 
replaces the last indicator for the allocation of resources for 2023. The final allocations for the 
2021-2022 period were known since the adoption of the RRF, while those for 2023 were revised on 
30 June 2022, based on actual outturn data from Eurostat. Following the final recalculations by the 
Commission, the 2023 allocations are higher than the initial estimates for six Member States 
(Czechia, Germany, Spain, Italy, Austria and Portugal) and lower for the remaining 21. Several 
safeguards avoid excessive concentration of resources. 244 As for the RRF loans, the maximum 

                                                             
242  Operational arrangements include detailed and technical aspects of implementation, such as the timeline for 

instalments and monitoring, indicators relating to the fulfilment of milestones and targets, and arrangements for 
providing access to the underlying data (Article 20 of the RRF Regulation). 

243 The Economic and Financial Committee is an advisory body of the Council of the EU, composed of senior officials from 
national administrations and central banks, the European Central Bank and the European Commission (based on 
Article 134 TFEU). 

244 The formula for the calculation is included in Article 11 and Annexes I to IV of the RRF Regulation.  
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amount for each Member State is capped at 6.8 % of its GNI in 2019. Member States can request 
loans along with the submission of the national plans or later, but before 31 August 2023. 

 

6.2.1. Implementation of the RRF 
The Council approved most of the NRRPs in 2021, while the remaining five received a green light 
between May and December 2022. As a consequence, progress made on implementing the RRF 
varies from one Member State to another. While some have already received one or more payments 
based on milestones and targets achieved, others have not yet signed the operational arrangements 
with the Commission, which is a pre-condition to submit payment requests. Whereas the start date 
for implementation can differ, the deadlines for the final commitments and payments are common 
for all Member States (end of 2023 and 2026 respectively). Given the ambitious scope of the plans, 
RRF implementation needs to be in full swing in 2023 in order to prevent delays from building up 
and meet these deadlines. 

By the end of 2022, the overall value of the 27 approved NRRPs totalled €335.1 billion in grants and 
€165.3 billion in loans. These figures represent 99.1 % and 42.9 % respectively of the maximum 
available (see Section 6.2. above). Since Member States have so far shown less interest in the loans, 

Figure 30 – RRF: National allocations available for grants  

 

Source: EPRS, based on European Commission data. 

https://commission.europa.eu/document/c22c182c-f53e-453f-b45a-dacdcf2d69dd_en
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the overall RRF take-up rate is at the level of 69.3 % of the maximum approved in the RRF Regulation. 
In 2023, NRRPs may be revised to take into account the update of the maximum financial allocation 
carried out by the Commission in June 2022, as well as the possible inclusion of new REPowerEU 
chapters with additional or reinforced energy measures.245  

6.2.2. RRF distribution by Member State  
The Member States' interest in the grant component of the RRF has been very high. The total 
amount approved by the Council is very close to the maximum financial allocation available. With 
possible revisions of NRRPs in 2023, the RRF grants are expected to be requested fully. In line with 
the RRF main objective, the resources focus on the areas where the impact of the pandemic has 
been most severe. In absolute terms, the three biggest beneficiaries of the RRF grants are Spain 
(€77.2 billion), Italy (€69 billion) and France (€37.5 billion). As shown in Figure 31, when taking into 
account the number of inhabitants of the Member States, the three biggest beneficiaries of grants 
are Greece (€1 632 per capita), Spain (€1 630 per capita) and Portugal (€1 509 per capita).246 

However, another picture emerges when the share of the grant component is calculated in relation 
to national GDP (2019), illustrating the RRF's relative importance in the Member States' economies. 
The three countries with the highest shares are Croatia (10.2 %), Greece (9.5 %) and Bulgaria (9.3 %). 
The three countries with the lowest shares are Luxembourg (0.1 %), Ireland (0.3 %) and 
Denmark (0.5 %).  

                                                             
245  For the latest state of play in the implementation of the RRF, see the regularly updated briefings in the EPRS series on 

NRRPs and the EPRS interactive infographic on the EU recovery instrument. 
246 All the figures in this section are based on the updated maximum final allocations for grants that are not yet reflected 

in most plans as approved by the Council. 

https://epthinktank.eu/2022/02/03/national-recovery-and-resilience-plans-latest-state-of-play/
https://www.europarl.europa.eu/thinktank/infographics/RRF/?lang=en#intro
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Figure 31 – RRF grants as a share of Member States' national GDP and allocation per capita 

 

Note: The data include the expected allocation for the Netherlands (€6 billion in grants). 
Data sources: Recovery and resilience scoreboard, European Commission, and Eurostat (GDP, population). 

By contrast, so far, there has been much less appetite for the loans available under the facility. Seven 
Member States have requested loans, for a total approved sum of €165.38 billion (Greece, Italy, 
Cyprus, Poland, Portugal, Romania and Slovenia) (Figure 32). Three quarters of this amount has been 
requested by Italy (€122.6 billion). While Greece, Italy and Romania requested the maximum loans 
available to them, Cyprus, Poland, Portugal and Slovenia opted, for now, to use part of the available 
amount. Member States can request loans until 31 August 2023 (see Sections 6.2 and 6.3.3).  

  

https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html?lang=en
https://ec.europa.eu/eurostat/databrowser/view/TEC00001/default/table
https://ec.europa.eu/eurostat/databrowser/view/DEMO_PJAN$DEFAULTVIEW/default/table
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Figure 32 – Distribution of RRF loans requested per Member State 

 

Data source: Recovery and resilience scoreboard, European Commission. 

Figure 33 – RRF grants and loans requested as a share of Member States' GDP and allocation 
per capita 

 

Data sources: Recovery and resilience scoreboard, European Commission, and Eurostat (GDP, population). 

The list of top RRF beneficiaries changes after taking into account requested loans (Figure 33). The 
grants and loans together represent the highest GDP shares for Greece (16.4 %), Romania (12.1 %), 

https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html?lang=en
https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html?lang=en
https://ec.europa.eu/eurostat/databrowser/view/TEC00001/default/table
https://ec.europa.eu/eurostat/databrowser/view/DEMO_PJAN$DEFAULTVIEW/default/table
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and Italy (10.7 %). Italy is the biggest beneficiary per capita (€3 234 per capita) on account of the 
relatively high amount of loans it has requested. 

6.2.3. State of play at the end of 2022 
While the focus in 2021 was mainly on the design and the adoption of NRRPs, RRF implementation 
gained momentum the following year. By the end of 2022, based on the Commission's positive 
assessment, the Council had approved all the 27 NRRPs, for an overall amount of €335.1 billion in 
grants (99.1 % of the maximum available) and €165.3 billion in loans (42.9 % of maximum available), 
or €500.4 billion when the two components are considered jointly. More than one quarter of the 
approved resources was already disbursed to Member States between August 2021 and December 
2022, confirming that the implementation stage is now accelerating (see Figure 34). 

However, some differences have emerged among Member States, since some have already received 
part of their RRF resources, while others have not yet requested any disbursements. Examples of 
factors that explain this feature are delays in the submission of the NRRPs and longer negotiations 
between the Member State and the Commission before the plan is endorsed. 

Figure 34 – RRF in figures: State of play at the end of December 2022 

 

Data source: Recovery and resilience scoreboard, European Commission. 

The European Commission and the Council had already completed the positive assessment and 
approval of 22 NRRPs by the end of 2021. In line with the RRF Regulation, 21 Member States in this 
group requested and received total pre-financing worth €54.6 billion (or 13 % of their allocation247) 
to kick-start their plans without delay. The only exception was Ireland, which did not request pre-
financing despite being entitled to it.  

                                                             
247 With the exception of Germany, which requested and get only 9 % of its allocation. 

https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html?lang=en
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For the remaining Member States (Bulgaria, Hungary, the Netherlands, Poland and Sweden), the 
submission and/or approval process took longer and was completed only in 2022. Based on the RRF 
Regulation, these Member States could not request pre-financing.  

In particular, the delays in the submission of the plans248 were significant in the cases of Bulgaria and 
the Netherlands, where national elections and prolonged periods of forming new governments 
made it difficult to take the decisions on the NRRPs. Finally, on 15 October 2021 the Bulgarian 
caretaker government submitted its plan, which the Commission endorsed in April 2022 and the 
Council approved in May 2022. The new Dutch government, formed in December 2021, submitted 
its plan only in July 2022, receiving its positive assessment two months later and the formal adoption 
by the Council in October 2022.  

The case of Sweden is similarly due to a lengthy submission relating to internal political events:249 
Sweden sent its plan in May 2021, but then revised it four times. In February 2022, the last 
adjustment was finalised on account of changes in the government's budget proposal for 2022 after 
a decision by the Swedish national parliament (Riksdag). The following month, the Commission 
endorsed the plan, which the Council eventually adopted in May 2022.  

Conversely, for Hungary and Poland, it is the assessment phase that took longer. Notably, the 
Commission was not entirely satisfied with the content of the plans as far as protection of the EU's 
financial interests was concerned.250 From Hungary, the Commission was expecting elements such 
as adequate control mechanisms, anti-corruption, transparency, equality and oversight of public 
procurement to be strengthened and clarified. As for the Polish NRRP, improvements were expected 
in the area of judicial independence. These expectations were based on requirements and 
assessment criteria included in the RRF Regulation, and linked to country-specific recommendations 
addressed to these Member States.  

In June 2022, after one-year long negotiations, the Commission endorsed and the Council approved 
the Polish NRRP, which includes specific milestones linked to judiciary reforms that the Member 
State must fulfil before starting to receive any RRF resources.251 As for the Hungarian NRRP, six more 
months were needed, with the final adoption by the Council taking place only in December 2022. 
The plan contains 27 'super milestones' that Hungary must meet in area of the rule of law to ensure 
the effective protection of the EU's financial interests before any payment under the RRF can be 
made.252 Had the plan not been approved in 2022, Hungary would permanently have lost access to 
79.8 % of its RRF resources, corresponding to its allocation for 2021 and 2022. 

Some differences in the progress in the implementation may be noted also after the approval phase 
of the plan has taken place. By the end of 2022, the recovery and resilience scoreboard reported that 
19 Member States had signed the operational arrangements for monitoring the NRRP, a pre-

                                                             
248  The RRF Regulation states that the Member States should 'as a rule' submit their NRRPs between 15 October 2020 and 

30 April 2021, the European Commission subsequently announced that Member States could submit their NRRPs 
until mid-2022. 

249  Sweden's recovery plan within the EU Recovery and Resilience Facility, Ministry of Finance, Sweden, 
23 September 2021.  

250  4th recovery and resilience dialogue with the European Commission, meeting at the European Parliament on 
13 December 2021. 

251 See Commission President Ursula von der Leyen's speech at the European Parliament plenary, Strasbourg, 7 June 
2022. 

252 Questions and answers: Commission endorses Hungary's €5.8 billion recovery and resilience plan subject to meeting 
rule of law milestones, November 2022. 

https://ec.europa.eu/commission/presscorner/detail/en/qanda_21_1870
https://www.government.se/articles/2020/12/eu-recovery-and-resilience-facility-rrf/
https://multimedia.europarl.europa.eu/en/webstreaming/budg-econ_20211213-2000-COMMITTEE-BUDG-ECON
https://ec.europa.eu/commission/presscorner/detail/en/SPEECH_22_3528
https://ec.europa.eu/commission/presscorner/detail/en/qanda_22_7274
https://ec.europa.eu/commission/presscorner/detail/en/qanda_22_7274
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condition for a Member State to be able to submit payment requests upon the achievement of 
relevant milestones and targets.  

At the same date, 10 Member States had received payments worth €84.1 billion (or 16.8 % of the 
total allocations approved by the Council thus far) for a total of 14 instalments,253 based on a positive 
assessment by the Commission that related milestones and targets had been successfully fulfilled. 
According to the recovery and resilience scoreboard,254 these payments correspond to the 
achievement of around 7 % of the 5 967 milestones and targets that 26 Member States must meet 
to implement their NRRPs entirely.255 All six priority areas of the RRF provide examples of milestones 
and targets that have already led to the disbursement of resources (see Box 6).256 

 

At the end of 2022, the Commission had received, and was in the process of assessing, 13 requests 
for instalments worth an additional €36.9 billion (or 7.4 % of the total resources approved by the 
Council). These included seven Member States (Czechia, Denmark, Lithuania, Luxembourg, Malta, 
Austria and Slovenia) that were submitting payment requests for the first time, suggesting that 
implementation of other NRRPs was gaining pace. Table 5 summarises the state of play in RRF 
implementation in individual Member States at that time. 

  

                                                             
253 If a Member State requested the payment of grant and loan resources at the same time, this has been counted as one 

instalment even if technically there are two separate instalments. For example, this has been twice the case for Italy. 
254 The database presenting the indicators is available online on the European Commission's recovery and resilience 

scoreboard website. 
255 At the time of consultation (19 December 2022), the recovery and resilience scoreboard did not yet include data of 

the Hungarian NRRP.  
256  Individual milestones and targets may be linked to more RRF pillars. Hence, the sum of milestones and targets under 

individual pillars is higher than the total 5 967 milestones and targets recorded in the recovery and resilience 
scoreboard. 

Box 6 – Examples of NRRP milestones and targets met by the end of 2022 
In the area of the green transition, where around 6 % of 2 489 milestones and targets had been achieved, 
Croatia met a target of providing 50 companies with support for energy efficiency and renewable energy 
use in industry. Under the digital transformation dimension (around 4 % of 2 222 milestones and targets 
achieved), Spain assigned the 700 MHz spectrum band in the context of the roadmap for 5G connectivity. 
In the area of smart, sustainable and inclusive growth (around 8 % of 2 700 milestones and targets 
achieved), the act reforming the management system of higher education institutions entered into force 
in Slovakia. Under the pillar devoted to social and territorial cohesion (some 6 % of 2 475 milestones and 
targets achieved), Italy established a fund to support women's entrepreneurship. For the health and 
resilience cluster (around 8 % of 2 187 milestones and targets achieved), the new Mental Health Decree-
Law entered into force in Portugal, setting out the principles for the organisation of mental healthcare 
services. Among the policies for the next generation (some 5 % of 592 milestones and targets achieved), 
France paid hiring subsidies for 337 000 contracts to employ young people under 26 years of age. 

https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html?lang=en
https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html?lang=en
https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html?lang=en
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Table 5 – RRF implementation: Approval of NRRPs to payments, state of play end of December 2022 

 

* The plans approved in 2022 were not entitled to receive any pre-financing, based on the RRF Regulation. 
** If a Member State requested the payment of grant and loan resources at the same time, this has been 
counted as one instalment, even if technically there are two separate instalments. For example, this has been 
twice the case for Italy. 
Data source: Recovery and resilience scoreboard, European Commission. 

https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html?lang=en
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In line with the RRF Regulation, the measures included in the NRRPs focus on six priority areas (see 
Section 6.2). While two of these areas have a compulsory minimum target (37 % for climate-relevant 
investment for the green transition and 20 % for digital transformation), Member States were free 
to decide on the allocation of the remaining resources among RRF priority areas. All Member States 
exceeded both expenditure targets to a greater or lesser extent. The three Member States devoting 
the highest share of their allocations to the green target are Luxembourg (60.9 %), Denmark (59.5 %) 
and Bulgaria (58.9 %). The plans with the greatest focus on the digital target are those of Austria 
(52.8 %), Germany (52.6 %), Ireland and Luxembourg (both 31.6 %).257 

The European Commission has presented data in which each measure under the RRF is tagged as 
contributing towards two out of six policy pillars (primary or secondary contribution, see Figure 35). 
Based on 26 NRRPs,258 data that take the primary and secondary contributions of measures jointly 
show that RRF funds make the largest contributions, in descending order, to pillar 1 – Green 
transition, pillar 3 – Smart, sustainable and inclusive growth, and pillar 4 – Social and territorial 
cohesion. Looking only at the primary contribution of measures, the picture is partially different: the 
green transition pillar remains the largest (38.9 %), but this time it is followed by pillar 2 (23.9 %) – 
Digital transition, and pillar 3 (13.1 %). It is worth noting that the methodology for the classification 
of expenditure differs from that used for the compulsory targets, which explains the diverging 
estimates for green and digital measures in the two cases. 

Figure 35 – RRF contribution to the six priority pillars (% of funds allocated based on 26 
NRRPs)  

 

Note: The total in the figure is 200 %, given that each measure is assigned to two pillars. 
Data source: Recovery and resilience scoreboard, European Commission, accessed on 19 December 2022. 

EPRS briefings on both individual NRRPs259 and sectoral dimensions of the RRF show that, within the 
commonly agreed objectives and compulsory targets at EU level, Member States were able to tailor 
their plans to their specific needs in the six priority areas of European relevance supported by the 
facility. In this sense, the EU motto – 'united in diversity' – is deemed to define the variety of the 
NRRPs well.260  

For example, all plans meet the compulsory target of (at least) 20 % of the resources devoted to 
digital measures, but the composition of relevant expenditure may vary from one Member State to 

                                                             
257 For details and data, see the European Commission's recovery and resilience scoreboard. 
258  At the time of writing, the scoreboard did not yet include data of the Hungarian plan adopted by the Council in 

December 2022. 
259 National Recovery and Resilience Plans: Latest state of play, regularly updated EPRS blog. 
260 D'Alfonso A., 'Analysing the delivery of NGEU/RRF – EPRS efforts to contribute to monitoring and transparency', 

European Court of Auditors Journal, No 2/2022, December 2022. 

https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html?lang=en
https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html?lang=en
https://epthinktank.eu/2022/02/03/national-recovery-and-resilience-plans-latest-state-of-play/
https://www.eca.europa.eu/lists/ecadocuments/journal22_02/journal22_02.pdf#page=125
https://www.eca.europa.eu/lists/ecadocuments/journal22_02/journal22_02.pdf
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another, in some cases significantly. In the German plan, digitalisation of the public sector 
represents about half of digital spending. Both Spain and Belgium pay great attention to digital skills 
and digital inclusion. Sweden's largest digital investments are in connectivity.261 

In the context of the green transition, energy is a crucial policy area in the efforts to decarbonise the 
economy. An analysis of 26 NRRPs finds that they are strongly focused on energy, investing 
€88.49 billion (17.9 % of their resources) in relevant measures. However, the energy dimension of 
the NRRPs varies across Member States, depending on factors such as a country's specific challenges, 
priorities and preferences in green spending, and the size of the plans. Bulgaria, the most energy-
intensive Member State, is investing 47.4 % of its allocation in this policy area. Italy, which has the 
largest NRRP in absolute figures, is devoting significant financial resources to energy-efficiency 
objectives and measures in the fields of renewable energies (e.g. solar and wind) and smart grids. In 
the framework of the REPowerEU plan to end the EU's dependence on Russian fossil fuels, the NRRPs 
are expected to increase their energy dimension further in 2023 (see Section 6.3.4).262 

Given that the main trigger of the current crisis was a health issue, the measures supporting 
healthcare in the Member States are also worth noting. In an analysis of the 22 NRRPs approved in 
2021, the European Commission estimates that expenditure on healthcare-related projects totals 
€37 billion, or 8 % of the plans' total expenditure. Estonia is the country with the highest share of its 
RRF allocation invested in healthcare (33.2 %), with the construction of the North Estonia Medical 
Campus being the biggest investment in the plan.263  

Education is another sector in which the COVID-19 crisis is likely to have worsened some structural 
shortcomings. Spain's NRRP puts considerable focus on the education sector, with a total planned 
investment of €7.3 billion, of which almost 50 % for the development of digital skills, and more than 
28 % for vocational training. Lithuania, too, is an example of significant investment in this area, as it 
has devoted most of its resources under the 'Policies for next generation' pillar to educational policy, 
including training and skills (14 % of its entire NRRP). Relevant measures include renewing the 
equipment of the science, technology, engineering, arts and mathematics (STEAM) centres.264 

Yet another area supported by the RRF that was severely affected by the pandemic is gender 
equality. The RRF Regulation mentions mainstreaming and the promotion of gender equality 
among important aspects to be taken into account in the NRRPs across all six policy pillars. As a 
result, most Member States declared gender equality and the improvement of the situation of 
women as a horizontal objective of their recovery plans; the number of targeted reforms and 
investments addressing gender-related challenges explicitly is, however, limited. In this respect, 
according to one analysis, the plans of Belgium, Estonia, Spain, Italy and Austria stand out.265  

As several of the above-mentioned examples suggest, various measures included in the NRRPs are 
large-scale and multiannual. This category includes, in particular, investments in sustainable 
infrastructure, such as the development of high-speed railway networks in Italy266 or the electricity 

                                                             
261 V. Lilyanova, The digital dimension of the National Recovery and Resilience Plans, EPRS, European Parliament, July 

2022; and V. Lilyanova, Digital public services in the National Recovery and Resilience Plans, EPRS, European 
Parliament, December 2022. 

262 A. D'Alfonso, Energy policy in the national recovery and resilience plans, EPRS, European Parliament, October 2022. 
263  Healthcare – Recovery and resilience scoreboard thematic analysis, European Commission, December 2021. 
264 M. Mileusnic, Education policy in the National Recovery and Resilience Plans, EPRS, European Parliament, December 

2022. 
265  M. Sapała, Gender equality in the Recovery and Resilience Facility, EPRS, European Parliament, October 2022. 
266  A. D'Alfonso, Italy's National Recovery and Resilience Plan: Latest state of play, EPRS, European Parliament, 

November 2022. 

https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2022)733606
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2022)739271
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2022)738194
https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/assets/thematic_analysis/5_Health.pdf
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2022)739245
https://www.europarl.europa.eu/RegData/etudes/BRIE/2021/698757/EPRS_BRI(2021)698757_EN.pdf
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2021)698847
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interconnection between Cyprus and Greece.267 Other Member States have earmarked a significant 
share of their RRF resources for measures supporting transport and mobility. These include Malta 
(34.8 %), Luxembourg (32.3 %) and Romania (26.2 %).268 

6.2.4. Elements to watch in 2023 
By the end of 2022, 7 % of the milestones and targets had been fulfilled. This suggests that 2023 will 
be a crucial year for additional progress and acceleration in the implementation of the RRF. NRRPs 
are complex and wide-ranging, not least since they often involve large-scale and multiannual 
investment to which multiple milestones and targets in different years may be linked. If delays 
started to add up, there could be negative knock-on effects on the completion of the NRRPs by the 
strict deadlines set in the RRF Regulation. The final deadline for commitment appropriations is the 
end of 2023, while related payments can be finalised by 2026. 

Moreover, in 2023, some NRRPs may be revised, including in the context of the REPowerEU plan269 
to end the EU's dependence on Russian fossil fuels and accelerate the green transition (see 
Section 6.3.4). Broadly, three scenarios are possible: i) a revision of the plan to request a loan (which 
can be done until 31 August 2023, based on Article 14(2) of the RRF Regulation); ii) an update of the 
plan, for example to reflect the recalculation of the maximum contribution that took place in June 
2022270 (Article 18(2) of the RRF Regulation); and iii) an amendment or replacement of the plan on 
account of the plan, or part of it, being no longer achievable because of objective circumstances 
(Article 21 of the RRF Regulation). In May 2022, the Commission issued guidance on requests for 
revisions,271 covering also the possible inclusion of new REPowerEU chapters (with additional or 
reinforced energy measures) in the NRRPs. Table 6 summarises the scenarios that may or may not 
require amendments and/or additions to the initial plans.  

                                                             
267  Clean Power – Recovery and resilience scoreboard thematic analysis, European Commission, December 2021; and A. 

D'Alfonso, Energy policy in the national recovery and resilience plans, EPRS, European Parliament, October 2022. 
268  M. Pape, Transport trends in national recovery and resilience plans, EPRS, European Parliament, February 2022. 
269 Communication on the REPowerEU plan, COM(2022) 230, European Commission, May 2022. 
270 See Section 6.2. 
271 Guidance on Recovery and Resilience Plans in the context of REPowerEU, European Commission, May 2022. 

https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/assets/thematic_analysis/1_Clean.pdf
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2022)738194
https://www.europarl.europa.eu/thinktank/en/document/EPRS_BRI(2021)698765
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM:2022:230:FIN
https://commission.europa.eu/document/60a36292-ade1-4ca8-a374-13651d4d0b9f_en
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Table 6 – Possible scenarios for revision of an NRRP 

 

Note: CPR stands for Common Provisions Regulation; CAP for common agricultural policy; and RRP for 
recovery and resilience plan. 
Source: European Commission.  

With regard to implementation, Figure 36 shows that more than 1 150 milestones and targets have 
an indicative timeline of completion in 2023. Their implementation is linked to requests for 
instalments that should materialise during 2023 or in early 2024 for most Member States. Payments 
(net of pre-financing) for these instalments are worth more than €89 billion (of which 62 % in grants 
and 38 % in loans). At the same time, various requests for instalments linked to objectives to be met 
indicatively in previous years are either being assessed or are expected to be submitted in 2023 if 
they have not yet been sent to the Commission. Accordingly, the Commission estimated that in 
2023, RRF payments would amount to €109.2 billion for grants only, and be for the first time slightly 
higher than commitment appropriations (see Section 6.5), which confirms that RRF implementation 
is expected to enter a crucial phase. 

https://commission.europa.eu/system/files/2022-05/c_2022_3300_1_en_0.pdf
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Figure 36 – Indicative milestones and targets schedule 

 

Data sources: Annexes to 27 Council implementing decisions. 

Interestingly, as compared with 2022, the number of milestones is falling, while that of targets is 
rising. This trend is expected to continue and be reinforced in following years, reflecting an 
increasing role of quantitative targets in the monitoring of the plans as their implementation 
progresses. Box 7 provides examples of milestones and targets expected to be met in 2023. 

 

6.2.5. REPowerEU chapters in the NRRPs 
The REPowerEU plan, which seeks to end the EU's dependence on Russian fossil fuels and 
accelerating the green transition, significantly increases the energy investment required until 2027. 

Box 7 – Examples of NRRPs milestones and targets expected to be met by 2023 
Among the investment targets scheduled for 2023: Austria should grant support to at least 3 000 
companies for their digital investments (for instance in hardware, software, digital infrastructure and 
e-commerce); Belgium should complete 62 interventions to upgrade its rail infrastructure; Cyprus should 
award grants to at least 175 small and medium-sized companies in the tourism sector for investing in 
renovation or refurbishing; and Italy should provide educational support for at least 20 000 minors ages up 
to 17 years.  

Investment milestones for 2023 include: the operationalisation of the central health information system 
in Croatia; the energy-efficiency upgrading of at least 5 400 square metres of office accommodation in 
Ireland; and the signature of the contract for the construction of a Light Rail Transit line between Odivelas 
and Loures in Portugal. 

Examples of reform milestones are: the entry into force of an action plan on improving cooperation 
between healthcare institutions and modernisation of infrastructure for emergency situations (Lithuania); 
the finalisation of the project to transform the Business Register (Luxembourg); and the operationalisation 
of a Public Procurement Academy offering a set of programmes and trainings for public officials in the field 
of public procurement (Slovenia).  

Reform targets are also scheduled for 2023, including a comprehensive up-skilling/re-skilling and short-
term employment programme completed for at least 13 500 unemployed workers (ages 25-45) in Greece, 
and the finalisation of at least 37 energy-related pilot projects in local communities in Spain. 
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The European Commission has proposed targeted amendments to the RRF Regulation in order to 
make the facility the main financing tool of REPowerEU.272 

In December 2022, the negotiating teams of the European Parliament and the Council reached a 
provisional agreement that requires final approval by the co-legislators. Once the amended RRF 
Regulation is adopted and enters into force (presumably in early 2023), Member States applying to 
receive additional RRF resources through an amended NRRP would have to include new or 
reinforced measures to save energy, produce clean energy, and diversify energy supplies. The 
request would be submitted in the form of a dedicated REPowerEU chapter to be added to the initial 
NRRP. The assessment and approval procedure would be similar to that of the original plans, but 
would include new REPowerEU-specific criteria. 

As for financial resources, the provisional agreement endows the RRF with additional €20 billion in 
grants that will be financed through the frontloaded sale of emissions trading system allowances 
(40 %) and the resources of the Innovation Fund (60 %). Differing from the standard RRF allocation 
key, the formula for the distribution of these extra €20 billion will take into account cohesion policy, 
Member States' dependence on fossil fuels, and the increase in investment prices. Member States 
will be able to transfer voluntarily an additional €5.4 billion in grants from the Brexit Adjustment 
Reserve to finance REPowerEU measures (on top of the existing transfer possibilities of up to 
€17.9 billion in grants from cohesion policy funds). In addition, sums still available under RRF loans 
(estimated at around €225 billion) can be requested to finance REPowerEU measures.  

REPowerEU chapters may receive pre-financing worth 20 % of their total allocation. New reform and 
investment measures are eligible if started from 1 February 2022 onwards. Another option is to 
reinforce energy measures already planned in the original NRRPs, and receive support for the scaled-
up part thereof. By way of derogation, Member States that were subject to a decrease of their 
maximum financial contribution following the final recalculation of allocations in June 2022 (see 
Sections 6.2 and 6.3.3) may also include in the REPowerEU chapters measures referred to in the 
original NRRPs without scaling them up, and this up to an amount of estimated costs equal to the 
decrease in their maximum financial contribution.  

The DNSH principle will continue to apply to all the financed measures with a targeted derogation, 
under strict conditions, for energy infrastructure and facilities needed to meet immediate security 
of supply needs. Parliament negotiators ensured that new rules support investment aiming to tackle 
energy poverty for vulnerable households, small businesses and micro-enterprises, while devoting 
at least 30 % of resources to measures with a multi-country dimension or effect.273 

                                                             
272 Proposal for a regulation amending Regulation (EU) 2021/241 as regards REPowerEU chapters in recovery and 

resilience plans, COM(2022) 231, European Commission, May 2022. 
273 REPowerEU: deal on energy measures in national recovery plans, press release, European Parliament, 14 December 

2022; EU recovery plan: Provisional agreement reached on REPowerEU, press release, Council of the EU, 14 December 
2022; Commission welcomes political agreement on REPowerEU under the Recovery and Resilience Facility, press 
release, European Commission, 14 December 2022. 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52022PC0231
https://www.europarl.europa.eu/news/en/press-room/20221212IPR64514/repowereu-deal-on-energy-measures-in-national-recovery-plans
https://www.consilium.europa.eu/en/press/press-releases/2022/12/14/eu-recovery-plan-provisional-agreement-reached-on-repowereu/
https://ec.europa.eu/commission/presscorner/detail/en/IP_22_7717
https://ec.europa.eu/commission/presscorner/detail/en/IP_22_7717
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6.3. Monitoring and auditing of RRF implementation 
The strong link between RRF disbursements 
and the achievement of the milestones and 
targets envisaged in the plans means that 
reporting methods, relevant indicators, and 
close monitoring of progress all play an 
important role in the implementation of the 
facility. Member States are responsible for 
reporting on the progress made in 
implementing their plans to the European 
Commission (see Box 8). This should happen 
twice a year, not later than the end of April 
and mid-October, as part of the European 
Semester process and the national reform 

programmes. In addition, by the end of February and August, Member States should provide data 
for an update of the common indicators used to monitor implementation of the plans and progress 
towards achieving the RRF objectives. Based on this information, the Commission has the task of 
monitoring and reporting on the implementation of the general and specific objectives of the RRF 
(Chapters VI and VII of the RRF Regulation). To this end, the Commission has developed a 
methodology for reporting social expenditure in the RRF, and for reporting on common 
indicators.274 It has also developed an online tool for presentation of progress on implementing the 
NRRPs, the recovery and resilience scoreboard. 

The Commission's reporting obligations include the presentation of annual reports on the status of 
RRF implementation (in the first quarter of a year),275 as well as an independent interim report (by 
February 2024) and an ex post evaluation report (by 31 December 2028). Furthermore, by 
31 July 2022, the Commission had to submit a review report to the European Parliament and Council 
(Article 16 of the RRF Regulation). In this report, the Commission presented the state of play of RRF 
implementation, including an assessment of the contribution to the six pillars, and of how the 
recovery and resilience plans were tackling inequalities between women and men.276  

As for the auditing of the RRF, one assessment criteria for the approval of NRRPs was the 
establishment of appropriate control systems by national authorities to protect EU financial 
interests. In addition, the European Court of Auditors (ECA) has full audit powers on both the RRF 
and NGEU. In the context of the discharge procedure, the ECA devoted a separate chapter to the 
RRF in its annual report on the EU budget for 2021, and a special report to the Commission's 
assessment of NRRPs.277 Given the importance of the instruments and the level of financing 

                                                             
274 The methodology for reporting social expenditure is included in Commission Delegated Regulation (EU) 2021/2105 

of 28 September 2021. The common indicators and the recovery and resilience scoreboard are specified in 
Commission Delegated Regulation (EU) 2021/2106 of 28 September 2021. 

275 The first annual report was published in March 2022: Report on the implementation of the Recovery and Resilience 
Facility, COM(2022) 75, European Commission, March 2022. 

276 Review report on the implementation of the Recovery and Resilience Facility, COM(2022) 383, European Commission, 
July 2022. 

277 Annual reports for the 2021 financial year, European Court of Auditors, 2022; and The Commission's assessment of 
national recovery and resilience plans: overall appropriate but implementation risks remain, Special report 21/2022, 
European Court of Auditors, September 2022. 

Box 8 – Key RRF reports expected in 2023 
Member States 

By the end of February and August: reporting on 
common indicators 

By the end of April and in mid-October: stocktaking on 
milestones and targets (as part of the European 
Semester process) 

European Commission 

By the end of March: annual report  

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2021.429.01.0079.01.ENG
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2021.429.01.0083.01.ENG
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52022DC0075
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52022DC0383
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2021/annualreports-2021_EN.pdf
https://www.eca.europa.eu/en/Pages/DocItem.aspx?did=61946
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involved, the ECA plans to publish 12 audit reports on NGEU in 2023 and 2024, mainly covering the 
RRF.278 

6.4. NGEU programmes in 2023 
The 2023 budgetary year is the third year of implementation of NGEU, crucial for the effective and 
timely deployment of the instrument. The estimated NGEU 2023 allocation amounts to 
€339.56 billion in commitments and includes €113.92 billion in the form of grants and 
€225.64 billion in loans (see Table 7). The European Commission expects the amounts still available 
for RRF loans to be committed entirely, against the backdrop of the REPowerEU plan (see 
Section 6.3.4). The bulk of the grants will be spent through the RRF, and the rest (about 8.6 %) will 
reinforce various programmes under headings 1, 2 and 3 of the 2021-2027 MFF. When looking at 
grants only, total NGEU payment appropriations are higher than commitment appropriations for 
the first time, suggesting that implementation is entering a crucial stage.279 

Table 7 – Next Generation EU by programme: Indicative planning for 2023 (commitment 
appropriations, rounded figures, € million) 

EU programme / budget line 2023 

Commitment 
appropriations 

Payment 
appropriations 

Heading 1 Single market, innovation and digital 4 299.3 2 983.1 

Horizon Europe 1 828.3  1 752.7 

InvestEU Fund 2 471 1 230.4 

Heading 2 Cohesion, resilience and values 104 149.3 125 108.8 

REACT-EU total 2.9  15 531.5 

European Recovery and Resilience Facility (RRF) – grants 103 463.2  109 240.1 

Union civil protection mechanism (RescEU) 683.1  337.1 

Heading 3 Natural resources and environment 5 472.2 2 596.6 

Rural development (EAFRD) 0 2 425.5 

Just Transition Fund (JTF) 5 472.2  171.1 

TOTAL under the budget (grants) 113 920.8  130 688.5 

Loans under the RRF (outside the budget) 225 639.6 N/A 

TOTAL proceeding from NGEU 2022 339 560.4 N/A 

Any discrepancies are due to rounding. 
Data source: Draft general budget for 2023, European Commission, July 2022. 

                                                             
278 2023+ Work Programme, European Court of Auditors, 2022. 
279 The analysis included in this Section 6.5 is based on the draft general budget for 2023, European Commission, July 

2022. 

https://eur-lex.europa.eu/budget/data/DB/2023/en/SEC00.pdf
https://www.eca.europa.eu/Lists/ECADocuments/WP2023/WP2023_EN.pdf
https://eur-lex.europa.eu/budget/data/DB/2023/en/SEC00.pdf
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6.4.1. Horizon Europe 
Horizon Europe is financed mostly under the 2021-2027 MFF, and NGEU represents 6 % of the total 
allocation for the programme. In 2023, the MFF contribution to Horizon Europe (€12.4 billion in 
commitments) is boosted by €1.8 billion under NGEU, increasing it by 14.8 %. These additional 
resources will finance Horizon Europe's three clusters – namely research in the areas: i) health; 
ii) digital, industry and space; and iii) climate, energy and mobility – as well as the functioning of the 
European Innovation Council.  

6.4.2. InvestEU 
Only 1 % (€6.1 billion in current prices) of total resources under NGEU support the InvestEU Fund. 
However, this reinforcement is essential for InvestEU as it triples the allocation from €3 billion under 
the 2021-2027 MFF to €9.1 billion in total. Furthermore, endowed with an EU budgetary guarantee 
of €26 billion, InvestEU is expected to mobilise €370 billion over the MFF period. This investment 
supports areas such as the green and digital transitions, research and innovation, the European 
health sector, and strategic technologies. 

In 2023, the reinforcement of InvestEU from NGEU represents the bulk of its financing, amounting 
to €2.47 billion in commitments and increasing by 725.2 % the allocation from the EU budget. It will 
be used mostly to provision the InvestEU guarantee and support the InvestEU advisory hub. 

6.4.3. RRF 
In 2023, the RRF is in full swing. Accordingly, the EU's 2023 budget will be endowed with the 
significant sum of €103.4 billion in commitments in the form of external assigned revenues in order 
to finance the RRF grants. RRF grant payments are estimated at €109.2 billion in 2023. For the first 
time, the payments are projected to be higher than the commitments, confirming that 
implementation is entering a crucial stage. In addition, commitments of €225.6 billion in loans are 
estimated to be made available outside the budget in 2023. Therefore, the Commission expects 
Member States to request all the resources still available for loans, most likely in the context of the 
REPowerEU plan. For more details on the RRF in 2023, see Sections 6.3.3 and 6.3.4. 

6.4.4. REACT-EU 
The overall allocation for REACT-EU (Recovery Assistance for Cohesion and the Territories of Europe) 
was set at €50.6 billion (current prices) for the 2021-2022 period. Although it represents only 6 % of 
resources under NGEU, the reinforcement has been playing an important role in financing measures 
for regions that suffered most from the pandemic. It was the very first instrument to be used under 
NGEU. As early as in June 2021, the Commission disbursed €800 million to national and regional 
programmes in 16 Member States.280  

As of 19 October 2022, €44.6 billion, or 88 % of the total available sum, had been allocated through 
the European Regional Development Fund (ERDF) and the European Social Fund Plus (ESF+) to all 
EU Member States. At the same date, relevant payments amounted to €13.4 billion, while the 
European Fund for Aid to the Most Deprived (FEAD) had allocated a further €686 million (with 
related payments of €198 million). As for the geographic distribution, the largest beneficiaries of 
REACT-EU are: Spain (€14.5 billion), Italy (€14.4 billion) and France (€3.9 billion). The intervention 
fields receiving most resources are: health infrastructure (€7.5 billion), access to employment and 

                                                             
280  NextGenerationEU: Commission carries out €800 million of first payments to foster crisis repair and resilience, press 

release, European Commission, 28 June 2021.  

https://ec.europa.eu/commission/presscorner/detail/en/ip_21_3262
https://ec.europa.eu/commission/presscorner/detail/en/ip_21_3262
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labour mobility (€5.9 billion), and adapting workers and enterprises to change (€5.6 billion).281 
Examples of projects supported include the modernisation of the Brno Military Hospital in Czechia 
and the Henry Becquerel Centre for Fight against Cancer in France, the digitalisation of public 
services such as e-health and e-learning in Spain, the provision of food aid and basic material 
assistance to the most deprived in Estonia, Luxembourg and other Member States, and school 
equipment for children in need in Austria and Romania.282  

The 2023 tranche of the programme has a residual amount of €2.9 million in commitments 
earmarked for support expenditure for the ERDF and the ESF+. Conversely, payments worth 
€15.5 billion are expected as implementation of REACT-EU measures committed in previous years 
progresses. 

6.4.5. rescEU 
The Union's civil protection mechanism (UCPM) response capacity (rescEU) gives the EU the capacity 
and the logistical infrastructure needed to cater for different types of emergencies, including those 
with a medical component. Aerial firefighting equipment is an example of an item that can be 
purchased through rescEU. The overall budget of rescEU totals €3.3 billion for the years 2021 to 
2027, and 62 % of it is provided by NGEU.  

NGEU is crucial for the functioning of the UCPM. In 2023, the overall allocation for rescEU amounts 
to €871.1 million in commitments, and includes €188 million from the regular budget and a 
significant boost of €683.1 million from NGEU.  

6.4.6. Rural development 
About 2 % of resources under NGEU (€8.1 billion) is dedicated to reinforcing projects financed in the 
framework of the European Agricultural Fund for Rural Development (EAFRD). The resources were 
pre-allocated to the Member States283 and earmarked for recovery and resilience measures for 
farmers, food producers and rural areas. A significant share of recovery funding (about 55 %) is 
addressed to measures promoting economic and social development in rural areas, investment in 
physical assets, farm and business development, support for basic services, and village renewal in 
rural areas. Furthermore, additional resources support actions in organic farming, environment and 
climate, and animal welfare.284 

As in the case of REACT-EU, reinforcement of commitment appropriations from NGEU were 
concentrated in 2021 and 2022. In 2023, the progress in implementation of measures committed in 
these years are expected to trigger €2.4 billion worth of payments from NGEU. 

6.4.7. Just Transition Fund 
More than half of the total Just Transition Fund (JTF) allocation for the years 2021 to 2027 is based 
on NGEU resources (€10.9 billion of the total €19.3 billion, i.e. 56 %). The share of NGEU resources in 
the total allocation to the JTF will be even bigger in the 2023 budget. It will total €5.5 billion, 
representing almost 80 % of the total €6.9 billion allocation. Implementation of the JTF has been 
delayed, as it is partly linked to implementation of the cohesion funds, which had a slow start owing 

                                                             
281  For details, see the European Commission's REACT-EU website. 
282  €11 billion REACT-EU funds allocation now available for 2022, European Commission, news release, 24 November 

2021.  
283  See the breakdown by Member State. 
284  R. Rossi, Transitional provisions for the CAP post 2020, EPRS, European Parliament, January 2021. 

https://cohesiondata.ec.europa.eu/stories/s/REACT-EU-Fostering-crisis-repair-and-resilience/26d9-dqzy/
https://ec.europa.eu/regional_policy/en/newsroom/news/2021/11/24-11-2021-eur11-billion-react-eu-funds-allocation-now-available-for-2022
https://commission.europa.eu/system/files/2022-02/eafrd_-_ngeu_current_0_0.pdf
https://www.europarl.europa.eu/RegData/etudes/BRIE/2020/649383/EPRS_BRI(2020)649383_EN.pdf
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to delays in adopting the 2021-2027 MFF and the sectoral legislation. A pre-condition for 
programming and subsequently implementing JTF resources is the preparation by Member States 
of their territorial just transition plans (TJTPs), which identify the eligible territories that are likely to 
be the most negatively impacted by the green transition. In 2022, the Commission adopted various 
operational programmes with TJTPs, including those for Poland, which is the largest beneficiary of 
the JTF in absolute figures, with a €3.85 billion allocation.285 

In 2023, implementation of the JTF should accelerate. However, JTF payment appropriations, 
estimated at €171.1 million for 2023, are still much lower than commitments, confirming the slow 
start of the fund as compared with other instruments financed by NGEU.286  

6.5. European Parliament's role 
Following the outbreak of the pandemic, the European Parliament was a major advocate of 
launching a common EU recovery instrument, and established the RRF as co-legislator with the 
Council. Parliament is not directly involved in assessing the national plans or adopting the 
implementing decisions that authorise the financial contributions to the Member States under the 
RRF. Those are the roles of the European Commission and Council respectively. However, based on 
the provisions of the RRF Regulation (in particular Articles 25 and 26) and the Interinstitutional 
Agreement on cooperation on budgetary matters, Parliament scrutinises the Commission's work. 
This scrutiny relies on the information provision, dialogues and reviews. In addition, Parliament's 
scrutiny role over NGEU spending stems from its powers as one arm of the budgetary authority 
(budgetary and discharge procedures), as well as from its involvement in the dialogue on the 
European Semester. Parliament's involvement is particularly important for ensuring the 
transparency and democratic scrutiny of the assessment and implementation process for the 
extraordinary resources under NGEU, including the RRF.287 

According to the RRF Regulation, the Commission should transmit information simultaneously to 
Council and Parliament. Moreover, the outcome of discussions held in Council preparatory bodies 
should be shared with the competent committee of the European Parliament. In particular, 
Parliament is to receive information on the state of play of the assessment of the recovery and 
resilience plans submitted to the Commission, proposals for Council implementing decisions, and a 
number of reports produced by the Commission in the process of implementing and financing the 
facility.288 Two bodies, established to facilitate interinstitutional cooperation, play a key role in efforts 
to ensure transparency and accountability in implementation of NGEU and the RRF:289 

 interinstitutional meetings on the implementation of NGEU (based on the 
Interinstitutional Agreement on budgetary matters of 16 December 2022, Annex I, 
part H). The meetings include representatives of Parliament, Council and Commission 
and are to take place at least three times a year. So far, six meetings have been held 
(on 29 April, 15 July and 14 October 2021; and on 28 March, 14 July and 12 October 
2022). 

                                                             
285 European Commission, EU Cohesion Policy: €3.85 billion for a just transition toward climate neutral economy in five 

Polish regions, 5 December 2022. 
286 For more information on the JTF, see the Commission' Just Transition Platform website. 
287 The European Parliament's Recovery and Resilience Facility webhub provides an overview of how Parliament oversees 

the RRF. 
288  For more on the information sent to the European Parliament and the Council, see the European Commission RRF 

document website. 
289  M. Sapała and N. Thomassen, Recovery plan for Europe: State of play, EPRS, European Parliament, September 2021. 
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 a recovery and resilience dialogue with the European Commission (based on 
Article 26 of the RRF Regulation). These meetings are an important opportunity for 
the Members of the Committee on Budgets (BUDG), the Committee on Economic and 
Monetary Affairs (ECON) and Commission representatives (Valdis Dombrovskis, 
Executive Vice-President for the Economy that Works for People, and Paolo Gentiloni, 
Commissioner for Economy) to exchange information. These meetings are to take 
place every two months. Four dialogues were organised in 2021 (on 10 May, 14 July, 
1 September and 13 December) and another four in 2022 (on 7 March, 2 May, 
12 September and 21 November). 

While the two main committees dealing with the topic are BUDG and ECON, many others are 
involved in the discussions on various aspects of NGEU implementation. To fulfil its role, Parliament 
set up the standing working group on scrutiny of the RRF. Since March 2021, it serves as both an 
internal forum for information exchange and debate, and a preparatory and follow-up forum for the 
recovery and resilience dialogue occurring every two months. It consists of 27 members and 
14 substitute members of the BUDG, ECON and associated committees (on Employment and Social 
Affairs (EMPL), on the Environment, Public Health and Food Safety (ENVI), on Industry, Research and 
Energy (ITRE), and on Transport and Tourism (TRAN)), nominated by the political groups.  

Furthermore, to protect the EU's financial interests, and in the light of future discharge procedures, 
the Committee on Budgetary Control (CONT) is responsible for scrutiny of the unprecedented level 
of expenditure under NGEU. The discharge procedure for the annual 2021 budget, which was 
launched in mid-2022, covers, for the first time, evaluation of NGEU spending.290 

Since March 2021, Parliament has debated the RRF during plenary sessions regularly.291 In 2021, 
Parliament adopted two resolutions: on the right to information on the assessment process 
(20 May 2021) and on Parliament's scrutiny of the process of assessing the national plans 
(10 June 2021). The transparency of the approval process and successful implementation of the 
NRRPs were important issues in the debate. Parliament called on the Commission to assess the plans 
transparently, meticulously, and in line with the objectives and criteria included in the RRF 
Regulation. It also called on the Commission to provide all relevant information on the state of play 
of the assessment of the plans and implementation of the RRF.  

Other key problems raised by Members concerned the quality of the reforms and investments 
included in the NRRPs, risks and delays in the implementation process, assessment of the payment 
requests, and verification of the milestones and targets that are the condition for payments. Also 
under discussion are equal treatment of the Member States, application of rule-of-law 
conditionality, and involvement of regional and local authorities in implementation of the RRF.  

On 23 June 2022, Parliament adopted a new resolution on the RRF,292 with a view to influencing the 
review of the implementation of the facility that the Commission released the following month. 

                                                             
290  On 25 October 2021, the CONT committee organised a public hearing on the issue. The guest speakers emphasised 

the need for more transparency, more audits and involvement of the European Public Prosecutor's Office, and the use 
of artificial intelligence to use the data available more effectively. 

291  Examples: on 11 March 2021 – debate on upholding the partnership principle in the preparation and implementation 
of NRRPs, and ensuring good governance of the spending; on 18 May 2021 – debate on the right to information 
regarding the ongoing assessment of the NRRPs; on 8 June 2021 – debate on the European Parliament's scrutiny of 
the ongoing assessment by the Commission and the Council of the NRRPs; on 6 October 2021 – debate on the state 
of play on the RRF recovery plans submitted and awaiting approval; on 15 December 2021 – debate on the state of 
play on the implementation of the RRF; and on 22 June 2022 – debate on the implementation of the RRF ahead of the 
adoption of a resolution the following day. 

292 Resolution of 23 June 2022 on the implementation of the Recovery and Resilience Facility, European Parliament. 
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Members highlighted the RRF's key role in the EU's economic recovery, and in making the EU more 
resilient, competitive and strategically autonomous. They stressed the importance of transparency, 
regular scrutiny and monitoring of RRF expenditure and compliance with the rule of law, and noted 
that successful implementation is key to ensuring long-term impact and economic growth. In 
addition, Parliament encouraged Member States to use the full potential of the RRF, including loans, 
to counter the effects of current and future challenges including those caused by Russia's war on 
Ukraine. In this respect, the RRF has an important role to play in the rollout of the REPowerEU plan, 
which aims to end the EU's dependence on Russian fossil fuels and accelerate energy transition. 
Members called for more cross-border projects, such as measures to improve the interconnection 
of European gas and electricity energy networks, and ensure the full synchronisation of power grids. 

During the second of half of 2022, Parliament negotiated with the Council the Commission proposal 
to amend the RRF Regulation, reaching a provisional agreement on 14 December 2022. The formal 
adoption of the agreement, expected in early 2023, should enable Member States to receive further 
financing to include new REPowerEU chapters in their NRRPs, and support additional or reinforced 
energy investment and reform measures.293 

6.6. Estimated impact of NGEU and the RRF 
One negative effect that the 2008-2012 financial and sovereign debt crises had on the EU economy 
was the significant reduction in the level of public investment. This has led to a chronic situation of 
under-investment with a 
knock-on reduction in the 
potential growth of the 
area.294 Data from the 
European Commission show 
that the RRF is instrumental 
in avoiding a repeat of the 
same trend. Contrary to 
what happened in the wake 
of the previous crises, public 
investment in the EU has 
increased after the 
pandemic crisis. In 2024, it is 
projected to remain higher 
than in 2019, with half of the 
increase being related to EU 
resources and the RRF (see 
Figure 37 and below).  

According to an analysis of 
six national plans by the 
CEPS think tank, Member 
States appear to adopt 
different approaches to 

                                                             
293 Commission welcomes political agreement on REPowerEU under the Recovery and Resilience Facility, European 

Commission, press release, 14 December 2022. 
294 How the EU took account of lessons learned from the 2008-2012 financial and sovereign debt crises, European Court 

of Auditors, September 2020. 

Figure 37 – Public investment in the EU, in 2019 and 2024 (as % of 
GDP) 

 

Data source: European Commission. 
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allocating RRF resources. The paper estimates that Germany, Spain and Austria are investing the 
bulk of their grants either in projects already planned or in the extension/continuation of existing 
projects. Conversely, Belgium, Italy and Portugal are devoting the largest share of their RRF 
allocations to new projects.295 

After the agreement on NGEU but before the adoption of the RRF, ECB staff estimated the 
macroeconomic impact of NGEU on the euro area. The authors concluded that using NGEU for 
public investment could increase real output in the euro area by around 1.5 % of GDP over the 
medium term. They stressed that the magnitude and persistence of this positive impact would be 
closely linked to the use of NGEU for productive public investment projects, noting that the high 
level of resources involved could pose a challenge to administrative capacity in many Member 
States.296  

Once additional information on the RRF and its national plans became available, Commission staff 
produced new estimates for all the EU, taking into account not only the direct impact of individual 
plans but also their spillover effects on the other EU Member States. The study pointed to substantial 
macroeconomic effects of NGEU. For a fast spending scenario (four years), with evenly distributed 
spending between 2021 and 2024, the authors concluded that in 2024, real GDP in the EU-27 could 
be around 1.5 % higher than in a baseline scenario without NGEU investments. In addition, given 
the productive nature of public investment, NGEU is expected to increase potential growth in the 
long run beyond its implementation period. The simulations do not include the effect of structural 
reforms, which could further reinforce the contribution of NGEU to growth. A significant part of the 
growth impact of NGEU comes from spillover effects. In other words, Member States are expected 

                                                             
295  F. Corti et al., The Recovery and Resilience Facility: A springboard for a renaissance of public investments in Europe?, 

CEPS, January 2022. 
296  K. Bańkowski et al., The macroeconomic impact of the Next Generation EU instrument on the euro area, Occasional 

Paper Series No 255, European Central Bank, January 2021. 

Figure 38 – GDP effects of NGEU investments across the EU in 2024 (fast-spending and 
high-productivity scenario) 

 

Source: European Commission. 
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to benefit considerably not only from their own NRRP but also from NGEU investments in other 
Member States, on account of trade flows and exchange rate movements. In small and open 
economies, such as Ireland and Luxembourg, spillover effects represent the bulk of the growth 
impact. Overall, the largest spillover effects are expected to come from Italy, a large economy with 
a major share of NGEU resources.297 

Figure 38 shows the peak GDP effect estimated by the Commission paper for all Member States in a 
fast-spending and high-productivity scenario. Under these assumptions, the highest GDP growth 
triggered by NGEU would be experienced by Greece (more than 4 %), Bulgaria, Croatia and Romania 
(around 3.75 %), Italy and Portugal (around 3 %).298 Overall, the Commission estimates suggest that 
NGEU would promote convergence within the EU in line with its objectives, since the temporary 
instrument was agreed and designed to counter the divergences that the pandemic risked 
triggering in the single market.299 

NGEU is projected to increase employment by up to 1 % during its period of operation. This would 
result from improved labour market conditions, which – together with productivity gains – could 
lead to significant and persistent real wage gains in the medium term (about 0.8 % by 2030). In 
addition, a Commission report concludes that the adoption of the RRF, coupled with other 
measures, has also generated other benefits, such as a reduction in risk premiums and a boost to 
consumer spending and investment.300  

NGEU is part of a broader and comprehensive package of measures that EU institutions and Member 
States took to mitigate the major socio-economic impact of the pandemic.301 These have enabled 
the EU economy to rebound from the crisis faster than initially forecast. However, the Commission's 
Autumn 2022 economic forecast shows that the economic recovery momentum seen throughout 
2021 and the first half of 2022 is expected to come to a premature halt, owing largely to Russia's 
invasion of Ukraine.302 At the same time, inflation rates surged to unprecedented levels, while 
unemployment is at record-low levels on the back of a robust labour market. Against this backdrop, 
the Commission expects the absorption of RRF grants to increase from 0.3 % of GDP in 2022 to 0.5 % 
in 2023. Over the 2022-2024 period, expenditure financed from RRF grants is expected to account 
for more than 4 % of GDP in two Member States (Spain and Greece), 3 % in four (Croatia, Slovakia, 
Portugal and Bulgaria), 2 % in three (Hungary, Latvia and Romania), and 1 % in another seven (Malta, 
Slovenia, Poland, Lithuania, Cyprus, Czechia and Italy). The Commission notes that raising public 
investment is improving the composition of public expenditure in the EU, and estimates that half of 
the increase relates to measures financed by the EU, including the RRF.303 

Lessons learnt from the RRF, such as a commitment-based approach to policy coordination, with 
strong national ownership of policy design and outcomes, are feeding into the debate on the reform 
of economic governance at EU level (see Chapter 7). Some analysts consider that transforming NGEU 

                                                             
297  P. Pfeiffer, J. Varga and J. in 't Veld, Quantifying Spillovers of NGEU investment, Discussion Paper 144, European 

Commission, July 2021.  
298  P. Pfeiffer, J. Varga and J. in 't Veld, op. cit., July 2021.  
299  A. D'Alfonso, Next Generation EU: A European instrument to counter the impact of the coronavirus pandemic, EPRS, 

European Parliament, July 2020. 
300  Quarterly Report on the Euro Area (QREA), Vol. 20, No. 3, European Commission, December 2021. 
301  Examples of EU measures are the ECB's monetary policy response; departure from the budgetary requirements under 

the stability and growth pact; and full flexibility for State aid rules. 
302 A. D'Alfonso, M. Höflmayr and G. Sabbati, Monitoring the EU's economic recovery: A premature halt to the recovery in 

a robust labour market, EPRS, European Parliament, December 2022. 
303 European Economic Forecast -- Autumn 2022, Institutional Paper 187, European Commission, November 2022. 
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into a permanent facility is a key priority for reinforcement of EMU and the broader EU 
architecture.304 Views on the need for a permanent fiscal capacity and its possible function continue 
to differ, requiring further political debate.305 How successful NGEU is in delivering its agreed 
objectives is likely to play a significant role in shaping relevant discussions. This confirms the 
importance of appropriate monitoring of NGEU implementation, as stressed repeatedly by the 
European Parliament (see Section 6.6). 

  

                                                             
304  See, for instance, Á. Ubide, Memo to the European Commission on reforming Europe's economic policy to handle 

pandemic shock, Peterson Institute for International Economics, December 2020; and F. Fabbrini, EU Fiscal Capacity: 
Legal Integration After Covid-19 and the War in Ukraine, Oxford University Press, December 2022. 

305  See, for instance, V. Pop, 'EU looks at new ways of funding the green transition', Financial Times, 13 December 2021; 
and S. Fleming and A. Bound, 'EU urged not to undermine debt rules with green spending incentives', Financial Times, 
22 December 2021. 
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7. Focus – EU economic governance framework 

7.1. Introduction 
The EU economic governance framework has been strengthened considerably in the aftermath of 
the financial and sovereign debt crises. The regulatory overhaul led to the 'six-pack' and 'two-pack' 
legislation and the intergovernmental Fiscal Compact. In 2015, the European Commission issued a 
communication that entailed a more flexible reading of the new rules without altering or replacing 
them further.306 While the scholarship on the EU fiscal framework is vast, including analyses of the 
effectiveness of the fiscal framework, a widely held view has been that the EU fiscal rules are 
complicated and challenging to abide by. More recently, the pandemic crisis has led to the 
suspension of the rules to allow Member States to pursue expansionary fiscal policies and stay on 
higher investment paths. The Commission has therefore pledged to present a new framework apt 
for a post-pandemic reality during 2023, with the aim of making it operational in 2024 when the 
general escape clause is deactivated. This chapter touches on the effectiveness of the current EU 
fiscal framework, and tracks public finance indicators and the national compliance with EU rules. It 
summarises the Commission's recent communication for a revised framework and assesses the 
contribution of the ongoing experience with Next Generation EU (NGEU) and the Recovery and 
Resilience Facility (RRF) to the debate, analysing how the new rules could sustain investment across 
the EU.  

7.2. Performance of EU fiscal rules 
The EU fiscal rulebook, known as the stability and growth Pact (SGP), is meant to ensure long-term 
fiscal sustainability and support for Member States' counter-cyclical fiscal policies.307 The SGP's main 
fiscal rules are laid down in Article 126 TFEU and its Protocol No. 12, and refer to a budget deficit of 
less than 3 % of gross domestic product (GDP) and a debt-to-GDP ratio below 60 % (or an 
accelerated approach towards the set limit). Since their introduction in 1992, the rules have been 
changed several times, namely to respond to the challenges of different crises. During the 
2011-2013 overhaul308 in particular, the two main benchmarks have been complemented with 
additional rules: a country-specific medium-term objective expressed in structural terms and an 
accompanying expenditure benchmark. Any breach of these auxiliary fiscal rules activates the 
significant deviation procedure (the SGP's preventive arm), while the non-compliance with the debt 
and deficit thresholds triggers the excessive deficit procedure (its corrective arm). The two 
mechanisms are intended to force Member States to correct the deficit and debt excesses in a timely 
manner. 

As the supranational fiscal rules are meant to restrict undesirable excesses in Member States' public 
finances and contain possible negative cross-country spillovers, their effectiveness has been 
assessed frequently. This has been done by using the excessive deficit procedure (EDP) and the euro 

                                                             
306 The Council endorsed a commonly agreed position on the communication in February 2016. For more information, 

see Encouraging structural reforms and investment: flexibility of the Stability and Growth Pact rules, Council of the 
EU. 

307 Z. Darvas, M. Philippe and R. Xavier, European fiscal rules require a major overhaul, Bruegel, October 2018. 
308 The overhaul included the six-pack and two-pack EU legislations and the fiscal compact (a chapter of the 

intergovernmental Treaty on Stability, Coordination and Governance in the economic and monetary union).  
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area membership indicators (see, for example, Bergman et al.,309 Ioannou and Stracca310 and 
Mileusnic311). Euro-area membership can influence compliance with the supranational fiscal 
framework significantly, owing to EU conditionality.312 The EDP, on the other hand, does not 
distinguish between euro and non-euro area countries, and it is a direct indicator of 
(non-)adherence to the nominal benchmarks enshrined in the TFEU. Despite its main purpose of 
motivating countries to timely correction of undesired excesses, the EDP's average duration has 
been between four and five years,313 therefore often postponing fiscal consolidation in the Member 
States.314 (For compliance statistics, including the EDP, see Section 7.3). 

Typically, breaching the SGP deficit and debt limits would lead to the activation of the EDP. However, 
the magnitude of the COVID-19 crisis required substantial support from the governments by means 
of elevated spending, and thus the European Commission activated the general escape clause of 
the SGP. The clause has allowed Member States to deviate temporarily from the usual deficit-to-GDP 
and debt-to-GDP requirements, and empowered them in pursuing expansionary fiscal policies. The 
clause is set to be deactivated as of 2024. 

Notwithstanding the spirit of the rules, the SGP has often been criticised for being rigid, complex 
and challenging to implement.315 The technical conception of the rules has also led to pro-cyclical 
fiscal policy in many countries, meaning the rules were on average too loose in good years and too 
tight in bad ones. Public investment, too, has become the subject of austerity programmes in the 
Member States, which dampens prospects for economic growth. In general, the current rules have 
not succeeded in preventing the rise of public debt ratios in many countries, while the targets for 
reducing the debt ratio by 1/20 in order to approach the 60 % limit of the Maastricht Treaty are too 
ambitious for the countries exhibiting particularly high debt ratios in the wake of the COVID-19 crisis. 

Statistics show that public deficits in the EU had already been high in the past, particularly in the 
aftermath of the financial and sovereign debt crisis. As shown in Figure 39, the EU average deficit 
levels started to reduce as from 2011, while the debt indicator witnessed mild improvements only 
as from 2015, before worsening again in 2020 because of the pandemic. The data for the 2022-2024 
period are a forecast. 

                                                             
309 U. Bergman, M. Hutchison and S. Hougaard Jensen, Do Sound Public Finances Require Fiscal Rules Or Is Market 
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310 D. Ioannou and L. Stracca, 'Have the euro area and EU governance worked? Just the facts', European Journal of Political 

Economy, Volume 34, June 2014. 
311 M. Mileusnic, 'Steps Towards a European Fiscal Union. Has the Revised Stability and Growth Pact Delivered So Far?', 

Journal of Contemporary European Research, Volume 17, Issue 3, 2021. 
312 Here, EU conditionality refers to the enlargement processes (EU or euro area) where the acceding country must abide 

by a set of criteria in order to be granted membership. Specifically on the eurozone membership, the EU disposes of 
a greater leverage over the non-euro Member States, which are obliged to adopt the common currency after fulfilling 
the accession (nominal convergence or Maastricht) criteria. Denmark has an opt-out from adopting the euro. 
However, this mechanism is to be distinguished from the rule-of-law conditionality used for the protection of the EU 
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313 Assessment of EU fiscal rules, European Fiscal Board, August 2019. 
314 Z. Darvas, M. Philippe and R. Xavier, European fiscal rules require a major overhaul, Bruegel, October 2018. 
315 See European Fiscal Board, Assessment of EU fiscal rules, August 2019; Annual Report 2021, European Fiscal Board, 

November 2021; M. Mileusnic, op. cit.; and K. Regling, 'EU Fiscal Rules: A Look Back and the Way Forward', 
Intereconomics, Volume 57, Number 1, 2022. 
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Figure 39 – EU average deficit (right) and public debt (left) between 2000 and 2024, % of 
GDP 

 

Data source: AMECO. 

At the Member State level, the state of public finances deteriorated severely due to the COVID-19 
crisis; however, countries managed relatively quickly to contain the worsening of the deficit and 
debt levels. Figure 40 below shows the debt-to-GDP ratios of Member States in 2019, 2021 and 2023 
(forecast year). As early as in 2019, 12 countries had public debt levels above the Maastricht 
threshold, including the largest Member States. Two additional countries breached the 60 % 
threshold in 2021, while the debt levels of all non-compliant Member States increased between 
roughly 7 and 20 percentage points in that same year. The 2023 figures project reductions in public 
debt for most of the countries. The average EU debt-to-GDP ratio is expected to be close to 85 %, 
which is a 5 % decrease compared with 2021. Measures taken at both the EU and national levels in 
addressing the economic downturn caused by the pandemic may have contributed to the positive 
trend in debt reduction.316 More precisely, higher GDP growth underpinned by higher investment 
(for instance, owing to substantial RRF funding) managed to reverse the precarious debt 
accumulation in Member States. 

                                                             
316 The COVID-19 crisis and its implications for fiscal policies, ECB Economic Bulletin, Issue 4, European Central Bank, 2020. 
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Figure 40 – Public debt in EU-27 (% of GDP) 

 

Data source: AMECO. 

While public debt represents an accumulation of previous deficits, fiscal deficit is defined by the 
short-term borrowing needs of countries and can differ significantly from year to year. Figure 41 
displays Member States' fiscal deficit levels in 2019, 2021 and 2023 (forecast year), expressed as a 
share of GDP. In the pre-pandemic year, 17 Member States were running budgetary surpluses. In 
2021, however, only two out of 27 countries managed to maintain positive balances. Among the 
countries experiencing fiscal deficits, 16 Member States breached the Maastricht benchmark of 3 % 
of GDP. Additionally, half of the non-compliant countries were running deficits that were at least 
double the allowed SGP provision. In 2023, one third of Member States is expected to see their 
budgetary outlook worsen, while the remainder of the countries is projected to have lower deficits 
or higher surpluses. The average deficit in the EU in 2023 is still estimated to be above 3 % of GDP. 

Figure 41 – Fiscal deficit in EU-27 (% of GDP) 

 

Data source: AMECO. 
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7.3. Compliance with the fiscal rules 
The European Fiscal Board, an independent advisory body of the European Commission, collects 
information and makes assessments on Member States' compliance with the EU's fiscal framework. 
Since the SGP consists of an intricate set of legal provisions with a certain degree of discretion 
allowed by the rules, Member States' compliance with the rules has become a challenging exercise. 
Thus, the European Fiscal Board secretariat compiles a database to assess the numerical, as opposed 
to legal, compliance with the fiscal rules. The compliance tracker evaluates, in qualitative and 
quantitative terms, relevant fiscal aggregates, such as the budget balance, the debt-to-GDP ratio or 
government expenditure.317 

Starting in 1998, the qualitative indicator takes a binary 1 or 0 value if a Member State complies with 
the rules or not. Overall, evidence suggest that compliance with the fiscal rules is only slightly more 
common than not following them. Across all countries, years and rules, compliance with the rules in 
the EU stood at 54 %. This aggregate figure masks large differences across Member States. For 
instance, Luxembourg, Estonia, Finland and Ireland complied with the fiscal rules in more than two 
in three years. On the other hand, Portugal, Greece, Italy and France complied in fewer than one in 
three years (see Figure 42). 

Figure 42 – Average compliance with fiscal rules across countries, 1998-2021 

 

Data source: Compliance tracker, European Fiscal Board. 

The European Fiscal Board's compliance tracker shows only numerical adherence to the EU fiscal 
rules. Potential breaches do not automatically activate corrective proceedings, an in particular318 the 
EDP, for which other factors need be taken into account (as defined in Article 126 TFEU). Since it 
often considers the Member States' negotiating capacities or the situations that the countries dub 
as 'unexpected adverse economic events',319 the EDP is politically driven,320 and – according to some 
academics – a flawed procedure. Another weakness of the EDP lies in the enforcement: the sanctions 

                                                             
317 See S. Santacroce and M. Larch, Tracking compliance with EU fiscal rules: A new database of the Secretariat of the 

European Fiscal Board, VoxEU, September 2020.  
318 Significant deviation procedure has only been activated for Romania (2017-2019) and Hungary (2018-2019). 
319 A. Glencross, 'Post-democracy and institutionalized austerity in France: budgetary politics during François Hollande's 

presidency', French Politics, February 2018. 
320 Assessment of EU fiscal rules, European Fiscal Board, August 2019. 
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https://cepr.org/voxeu/columns/tracking-compliance-eu-fiscal-rules-new-database-secretariat-european-fiscal-board
https://cepr.org/voxeu/columns/tracking-compliance-eu-fiscal-rules-new-database-secretariat-european-fiscal-board
https://link.springer.com/article/10.1057/s41253-017-0053-6
https://link.springer.com/article/10.1057/s41253-017-0053-6
https://commission.europa.eu/publications/assessment-eu-fiscal-rules-focus-six-and-two-pack-legislation_en
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for ill-timed correction of deficit and debt excesses have never been applied.321 Despite failing to 
impose sanctions and preserve credibility, the EDP has indirect effects on Member States. The 
scrutiny that comes with the procedure can shape perceptions about a country's borrowing 
soundness on the financial markets,322 potentially limiting its options to finance future deficits. This 
is also known as market discipline.323 

Figure 43 below shows the evolution of the EDPs since their first activation in 2003. It can be seen 
that the corrective mechanism was triggered for most countries following the financial and 
sovereign debt crisis. On the other hand, the general escape clause did not trigger324 the EDP during 
the pandemic years, thereby allowing the Member States to run higher deficits and public debts to 
subsidise households and businesses, finance the unemployment benefits, and raise healthcare 
expenditure on the back of the shrinking output. Moreover, the figure shows that France and 
Portugal were the two countries that had been in the EDP the longest, while Sweden, Luxembourg 
and Estonia were never in the SGP's corrective arm. 

Figure 43 – Excessive deficit procedures 2003-2023 

 

Source: EPRS, based on European Commission data. 

                                                             
321 The 2016 fines of €0 for Spain and Portugal have been deemed pecuniary. See C. Alcidi and D. Gross, How to 

strengthen the European Semester?, CEPS, December 2017; and N. da Costa Cabral, J. R. Gonçalves and N. Cunha 
Rodrigues, 'Overview' in The Euro and the Crisis, Springer, 2017. 

322 V. Gaspar and D. Amaglobel, Fiscal Rules, SUERF Policy Note, March 2019. 
323 D. Anginer and A. Bertay, Market Discipline, World Bank Blogs, December 2019. 
324 The only exception is Romania, which has been under the EDP since 2020. The procedure will presumably remain 

active in 2023, as well. 
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https://www.ceps.eu/wp-content/uploads/2017/12/RR2017_15_CAandDG_EuropeanSemester.pdf
https://www.ceps.eu/wp-content/uploads/2017/12/RR2017_15_CAandDG_EuropeanSemester.pdf
https://link.springer.com/chapter/10.1007/978-3-319-45710-9_1
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Compliance with fiscal rules gains importance with the introduction of a new monetary policy tool 
by the ECB, the transmission protection instrument (TPI).325 Through the TPI, the Eurosystem will be 
able to make secondary market purchases of securities issued in jurisdictions experiencing a 
deterioration in financing conditions not warranted by country-specific fundamentals, to counter 
risks to the transmission mechanism to the extent necessary. The instrument is subject to several 
criteria,326 based on which the ECB will assess its activation. One criterion refers to the compliance 
with the EU fiscal rules, i.e. not being subject to an excessive deficit procedure. Compared with the 
outright monetary transaction (OMT)327 tool, this is a shift from conditionality based on an ESM 
programme, to fiscal and debt sustainability criteria, partly laid out in the EU Treaties and enforced 
by the Commission. Another criterion is related to sound and sustainable macroeconomic policies, 
including compliance with the commitments made in the recovery plan under the RRF.  

7.4. Quality of national fiscal frameworks 
In addition to the supranational fiscal rules, Member States can introduce domestic ones, which are 
complementary to, and support compliance with, the EU fiscal framework.328 However, the relative 
position of the supranational legal acts influences the design of national fiscal frameworks. Put 
differently, the regulations that came with the two 'packs' reinforcing the SGP were immediately 
applicable at the national level, thus limiting the countries' fiscal diversity and ensuring full 
alignment with EU rules. Directives and the intergovernmental agreements such as the fiscal 
compact,329 however, required transposition. This has allowed for various degrees of freedom in 
implementation, leading to a multiplicity of national fiscal rules. As the fiscal frameworks became 
more complex, consistency between the EU and national levels decreased, and overall effectiveness 
of the domestic rules has likely deteriorated.330  

Specifically, the only 'six-pack' directive on the requirements for the Member States' budgetary 
frameworks came with a relatively large scope. It requires,331 among other things, the setting-up of 
medium-term budgetary frameworks (including the medium-term objective), generating 
independent monitoring and analysis, and developing country-specific numerical fiscal rules that 
effectively promote compliance with the obligations deriving from the TFEU and the previously 
defined medium-term objective. Moreover, the subsequent fiscal compact obliged the signatory 
Member States to transpose the rules under the preventive arm of the SGP, i.e. the debt brake, into 
their national legal frameworks. Some argue332 that such a move did not account for the 
interpretative changes in the SGP's implementation or the flexibility additions, including the 
activation of the general escape clause. Similarly, the introduced balance budget rule333 

                                                             
325 The Transmission Protection Instrument, press release, European Central Bank, 21 July 2022.  
326 Monetary policy decisions, European Central Bank, July 2022.  
327 Technical features of Outright Monetary Transactions, European Central Bank, September 2012. 
328 M. Zogala, C. Manescu, L. Pench and S. Ciobanu, Beyond fiscal rules: How domestic fiscal frameworks can contribute 

to sound fiscal policy, VoxEU, October 2019. 
329 The fiscal compact defines the balanced budget 'golden rule': a structural deficit of 0.5 % of GDP (or 1 %, if public debt 

is lower than 60 % of GDP). The provision is to be enshrined in national law, preferably at constitutional level (i.e. the 
'debt brake'). For more information, see the European Parliament's factsheet on the EU framework for fiscal policies. 

330 See M. Zogala, C. Manescu, L. Pench and S. Ciobanu, op. cit.; and L. Pench, S. Deroose, G. Mourre and N. Carnot, EU 
fiscal rules: Root causes of its complexity, VoxEU, September 2018. 

331 Council Directive 2011/85/EU on requirements for budgetary frameworks of the Member States. 
332 See M. Zogala, C. Manescu, L. Pench and S. Ciobanu, op. cit.; and Assessment of EU fiscal rules, European Fiscal Board, 

August 2019. 
333 A deficit that does not exceed 0.5 % of GDP in structural terms (or 1 % of GDP for countries that have public debts 

significantly below 60 % of GDP). 
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https://www.ecb.europa.eu/press/pressconf/shared/pdf/ecb.ds220721%7Ede2b7f0639.en.pdf?cd1dd6733d4e683dbee160cbc5c4dea8
https://www.ecb.europa.eu/press/pr/date/2012/html/pr120906_1.en.html
https://cepr.org/voxeu/columns/beyond-fiscal-rules-how-domestic-fiscal-frameworks-can-contribute-sound-fiscal-policy
https://cepr.org/voxeu/columns/beyond-fiscal-rules-how-domestic-fiscal-frameworks-can-contribute-sound-fiscal-policy
https://www.europarl.europa.eu/factsheets/en/sheet/89/the-eu-framework-for-fiscal-policies
https://cepr.org/voxeu/columns/beyond-fiscal-rules-how-domestic-fiscal-frameworks-can-contribute-sound-fiscal-policy
https://cepr.org/voxeu/columns/eu-fiscal-rules-root-causes-its-complexity
https://cepr.org/voxeu/columns/eu-fiscal-rules-root-causes-its-complexity
https://eur-lex.europa.eu/legal-content/GA/TXT/?uri=CELEX:32011L0085
https://cepr.org/voxeu/columns/beyond-fiscal-rules-how-domestic-fiscal-frameworks-can-contribute-sound-fiscal-policy
https://commission.europa.eu/publications/assessment-eu-fiscal-rules-focus-six-and-two-pack-legislation_en


Economic and Budgetary Outlook for the European Union 2023 
  
 

97 

supplemented existing national rules, and even propelled the introduction of the new ones to 
ensure compliance.334 The transposition has therefore resulted in greater diversity between fiscal 
frameworks.  

By multiplying the fiscal rules, national fiscal frameworks became more complex. Yet, the reasons 
for their enactment are to be highlighted nonetheless. The SGP reforms steering the introduction of 
the national fiscal rules have largely reflected adverse economic circumstances. At the Member 
State level, this has translated into pro-cyclicality of domestic fiscal policies, owing to the tightening 
of the rules during crises and their loosening during expansions. Such a behaviour undermined335 
the supranational framework and reduced the quality of the national fiscal rules. The European 
Commission has developed several indices to assess the quality of the national fiscal frameworks. 
One of them, the fiscal rule index (FRI), is shown in Figure 44. 

Figure 44 – Fiscal rule index in 2020 (latest available year) 

 

Source: EPRS, based on European Commission data. 

The FRI takes into account four fiscal rules at all government levels in every Member State: budget-
balanced, expenditure, debt, and revenue rules. They are measured through a set of sub-indices, the 
fiscal rule strength indices (FRSIs), which are ultimately summated to construct the FRI. In particular, 
the FRSIs (defined on a scale of 0 to 10) account for the percentage of government spending per 
government level (general, central, regional, local or social security), legal base, binding character, 
correction mechanisms, resilience to shocks, and bodies monitoring compliance.336 The computed 
FRI can obtain both positive and negative values, where higher figures represent a robust quality of 
the implemented fiscal rules. Figure 44 shows that the average FRI for the EU is 1.5 units. Nine 
Member States have an FRI higher than the EU average, while only four have lower FRI values (below 
1.0 units). 

                                                             
334 M. Mileusnic, op. cit. 
335 N. Thygesen, S. Santacroce, E. Orseau, P. Eliofotou, A. Cugnasca and R. Beetsma, Reforming the EU fiscal framework: A 

proposal by the European Fiscal Board, VoxEU, October 2018. 
336 Fiscal governance database, European Commission. 
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7.5. Economic policy coordination through the European Semester 
Since the introduction of the European Semester in 2011, the European Commission has been 
closely monitoring and coordinating national fiscal, economic and employment policies to avoid 
significant policy errors that could harm the EU economy.337 The Semester – part of the SGP's 
preventive arm338 – improved policy coordination and strengthened EU economic governance. The 
framework comes with a clear timetable and steps to be taken by both the Member States and EU 
institutions.339 Briefly, the countries present their annual policy plans340 taking into account the 
results of the annual sustainable growth survey, the alert mechanism report and the draft 
recommendation on economic policy of the euro area. After assessing the plans, the Commission 
publishes country reports, including in-depth reviews of macroeconomic imbalances where 
relevant, and proposes country-specific recommendations (CSRs). Once the Council has adopted 
the CSRs, Member States are invited to implement them. The European Parliament scrutinises the 
whole process by engaging in an economic dialogue with the Council, the Commission, and, if 
necessary, the presidents of the European Council and the Eurogroup, as well as the Member 
States.341 

CSRs with a fiscal component are particularly important, as the Member States are supposed to take 
them into account when drafting their budgets for the following fiscal year (although they remain 
legally non-binding). Traditionally, a standalone recommendation has been dealing mainly with 
fiscal consolidation and national budgetary frameworks, while the taxation, health and pension 
aspects with significant impact on public finances have often been encompassed in separate 
CSRs.342 However, the COVID-19 crisis brought about changes to both the coordination exercise and 
the CSRs. The 2021 Semester cycle was suspended to shift the focus onto developing the Recovery 
and Resilience Facility (RRF) as part of the EU's response to the pandemic,343 with no 
recommendation issued except on fiscal policy, which is a legal requirement as envisaged under the 
SGP. The 2020 CSR edition preceding the Semester's suspension had already been influenced by the 
temporary departure from the EU budgetary rules and objectives that came with the activation of 
the general escape clause.344 The CSRs became standardised, allowing for flexibility to adopt 
counter-pandemic measures before prescribing more prudent fiscal policies once the crisis is over. 

After the RRF's enactment, and in order to access its funds, Member States were asked to follow up 
on all the 2019-2020 CSRs, or at least a significant subset of them, through measures laid down in 
their national recovery and resilience plans (NRRPs). The European Semester cycle resumed in 2022, 
with the Council issuing new CSRs.345 All Member States have received a maximum of three 
recommendations that need to be acted on in the course of 2022 and 2023. The first CSR relates to 
fiscal policy, including taxation aspects. The second recommendation is horizontal and concerns the 
implementation of the NRRPs, while the third is optional, extending beyond the ambitions 
embedded in the plans. The European Semester and the RRF have thus become intrinsically linked: 

                                                             
337 The European Semester explained, European Commission. 
338 F. van Nispen, European Fiscal Governance: Better Safe than Sorry, EUI Working Papers, 2017. 
339 How the European Semester works, Council of the EU. 
340 National reform programmes (euro countries) and stability or convergence programmes (non-euro countries). 
341 How the European Semester works, Council of the EU. 
342 F. van Nispen, European Fiscal Governance: Better Safe than Sorry, EUI Working Papers, 2017. 
343 E. Bokshi, The 2022 European Semester in focus, European Social Network, February 2022. 
344 S. Rainone, An overview of the 2020-2021 country-specific recommendations (CSRs) in the social field. The impact of 

Covid-19, European Trade Union Institute, 2020. 
345 See the European Commission's 2022 spring package. 
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the NRRPs drive Member States' reform and investment agenda, while the Semester guides and 
complements implementation through its broader scope and multilateral surveillance.346  

7.6. Economic governance review 
In October 2021, the Commission relaunched the review of the EU's economic governance 
framework, a public debate initiated in February 2020; however, it later suspended it to focus on 
addressing the economic and social impact of the COVID-19 pandemic.347 In the context of 
heightened economic and geopolitical uncertainty, the relaunch of this review in 2021 has put the 
spotlight back on the fiscal rules, their relevance and effectiveness, and the reliability of their 
underlying estimates. While public investments are crucial to support the green and digital 
transitions, these investments cannot be postponed until public debt has been brought down to 
the levels set in the current fiscal framework. Moreover, the fiscal framework has become 
increasingly complex, with a multiplicity of indicators and reliance on unobservable variables, giving 
rise to a lack of transparency and complexity that has hampered ownership and predictability.348  

In an environment of mounting economic uncertainty, following Russia's invasion of Ukraine, the 
economic recovery has been put to a premature halt while substantially increasing inflation, to a 
large extent on account of climbing energy prices (see Chapter 2). As the European Central Bank 
(ECB) is tightening monetary policy to tame record-high inflation, and economic growth prospects 
are significantly revised downwards, concerns about public debt sustainability and the ongoing 
economic governance review are more pertinent than ever.  

While the SGP has helped achieve macroeconomic convergence (see Section 7.2) and address 
macroeconomic imbalances, the fiscal surveillance framework was not successful in containing the 
growing diversity of fiscal positions, as debt dynamics have diverged widely across Member States. 
The Commission staff working document349 accompanying the economic governance review 
acknowledged that the underlying fiscal rules remain complex, as they rely on unobservable 
variables, therefore lacking transparency and ownership. The working document further argues that 
current fiscal rules have failed to preserve sufficiently the level of public investment during periods 
of fiscal consolidation, and – since efforts to contain the pandemic led to a heavy deterioration of 
public finances350 – does not sufficiently differentiate351 between Member States with markedly 
different fiscal positions.352 This acknowledgement follows, and is backed up by, comprehensive 
research in academia, international organisations, and within the EU institutions.353  

                                                             
346 Recovery and Resilience Facility, European Commission. 
347 See the Commission's Economic governance review website and its communication on the EU economy after 

COVID-19, COM(2021) 662, reflecting on the initial reports and factsheets.  
348 This has been acknowledged in the Commission's communication on the economic governance review, 

COM(2020) 55 final, February 2020. 
349 See Report on the application of the economic governance framework, SWD(2020) 210, European Commission, 

February 2020.  
350 See Annual Report 2021, European Fiscal Board, November 2021.  
351 See Review of the suitability of the Council Directive 2011/85/EU on requirements for budgetary frameworks of the 

Member States, SWD(2020) 211, European Commission, February 2020. 
352 A summary report of the online survey that gathered the views of stakeholders on the economic governance review 

was published in March 2022, see Online public consultation on the review of the EU economic governance 
framework: summary of responses, SWD(2022) 104, European Commission, March 2022. 

353 For a detailed literature review on reform proposals, see Report on Public Finances in EMU 2021, Institutional 
Paper 181, European Commission, July 2022, pp. 33-44. 
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7.6.1. Commission orientations for a reformed economic governance 
framework 

On 9 November 2022, the European Commission adopted a communication on orientations for a 
reform of the EU economic governance framework,354 which outlines the Commission's views on 
how key economic and policy issues should be addressed through EU economic policy coordination 
and surveillance for the next decade. The proposed framework aims to strengthen debt 
sustainability while at the same time promoting sustainable and inclusive growth in Member States. 
Debt sustainability would be ensured through stricter fiscal surveillance by the Commission, based 
on a fiscal adjustment path anchored to the debt sustainability analysis (DSA). An incentive to 
include investment and reform commitments is given through a less onerous fiscal adjustment path. 
As the bilateral fiscal plans (between the Commission and the Member States) evoke analogies with 
the NRRPs under the RRF (see Chapter 6), the strengthening of national independent fiscal 
institutions is aimed at a higher degree of political buy-in and ownership of the medium-term plan 
by Member States.  

Key elements 
The proposal's centrepiece are the country-specific fiscal-structural plans that seek to improve 
public finances while protecting public investment. Based on a reference adjustment path put 
forward by the Commission, and underpinned by its debts sustainability analysis framework, the 
Member States propose medium-term plans. These include fiscal, reform and investment 
commitments, and merge the current stability and convergence programmes with the national 
reform programmes.  

The basis for setting up the fiscal adjustment paths is a single operational indicator, namely 
nationally financed net primary expenditure, i.e. expenditure net of discretionary revenue 
measures and excluding interest as well as cyclical unemployment expenditure (allowing automatic 
stabilisers to work). The multiannual net primary expenditure path would be translated into binding 
annual budget expenditure ceilings.  

The length of the fiscal adjustment path, anchored to debt sustainability, covers at least four 
years. The fiscal adjustment period can be extended, against reform and investment commitments, 
to a maximum of seven years (see Member State classification below). At the end of the plan's 
horizon, the fiscal trajectory could be translated into the corresponding level of the structural 
primary balance355 to be achieved.  

Once a Member States submits a medium-term fiscal-structural plan, the EU Commission would 
assess the fiscal adjustment path, as well as the reform and investment commitments outlined in 
the plan, based on a common, transparent EU assessment framework. In a debt-sustainability-
framework, this would effectively mean assessing the impact of the proposed reforms and 
investment on (potential) growth and the potential to offset higher deficits. As a subsequent step, 
the Council would adopt the plan or recommend that the Member State resubmit a modified plan.  

                                                             
354 Communication on orientations for a reform of the EU economic governance framework, COM(2022) 583, European 

Commission, November 2022.  
355 The structural balance is the headline budget balance net of cycle components, one-offs and other temporary 

measures. It gives a measure of the underlying trend in the budget balance. In net terms, the structural budget 
balance is without interest payments included. The fiscal stance is a measure of the degree of support offered by fiscal 
policy to aggregate demand. It is proxied with the structural primary budget balance. When the balance is positive, 
the fiscal stance is considered not to be supportive; when the stance is negative, it is considered be supportive. 
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The national plan as endorsed by the Council would be the basis for annual monitoring under the 
European Semester against the net expenditure path for surveillance and enforcement outlined, 
with the aim of ensuring adherence to the medium-term plan. However, should the EU or an 
individual Member State find itself in a situation of exceptional circumstances outside the control of 
the government with major impact on public finances, a clause would allow for temporary 
deviations from the medium-term fiscal path.  

To increase ownership and transparency while enhancing enforcement, Member States would 
have more leeway to set their country-specific fiscal trajectories, while national independent fiscal 
institutions would be given a more prominent role in ex-ante assessment and ex-post surveillance 
of national fiscal-structural plans.  

Net expenditure path 
The medium-term net expenditure path is key in this framework. It should be consistent with 
convergence of debt to prudent levels and a budget deficit below 3 % of GDP over the medium 
term. Importantly, the Commission would provide the reference multiannual adjustment path and 
the corresponding level of the structural primary balance at the end of the plan's horizon. 

The orientations refer to an adjustment path for Member States with a substantial or moderate 
public debt challenge that puts debt on a 'plausible downward path'. A plausible downward path 
for public debt in Member States with substantial public debt is ensured if the debt trajectory is 
declining continuously for ten years after the adjustment period, while the fiscal deficit should not 
exceed 3 % of GDP. For Member States with moderate public debt challenges, the debt trajectory 
should be continuously declining for at least three years after the adjustment period.  

Should a Member State fail to comply with the expenditure path endorsed by the Council, or an 
amended path if the original path is no longer feasible due to objective circumstances, an excessive 
deficit procedure (EDP) would be triggered. Within the EDP, the Commission would be able to 
enforce the rules through sanctions such as the suspension of EU financing or reputational 
sanctions. In the latter case, the European Parliament plays an important role, as Member States' 
ministers could be required to present to Parliament the measures that will be taken to comply with 
the EDP recommendations.  

Overall, the orientations try to ensure debt sustainability while sustaining public investment. In 
other words, the focus is on medium-term risks to debt sustainability and on allowing for flexibility 
in investment to boost growth and realise the twin green and digital transitions. The proposal moves 
away from annual micro-management based on unobservable public finance indicators (structural 
deficit) towards a multiannual fiscal adjustment path with a single operational indicator. 

First reactions 
Unlike the previous incremental reform of the SGP (2005, 2011, 2013 and 2015) the Commission's 
orientations are generally seen as being far-reaching. In a joint statement, the finance ministers of 
Germany and France initially expressed positive views, acknowledging that a common European 
fiscal framework has a critical role to play in helping rebuild fiscal buffers in Europe and promoting 
investment in the green and digital transitions, and that, based on the Commission's 
communication, both countries will work jointly towards an agreement.356 However, in its monthly 

                                                             
356 See the joint statement by Bruno Le Maire, Minister of the Economy, Finance and industrial and digital Sovereignty of 

France, and Christian Lindner, Federal Minister of Finance of Germany, 24 November 2022.  
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report, the German Bundesbank reflects on the latest Commission communication.357 According to 
the report, the reform proposal not convincing, in particular on the aspect of bilateral negotiations 
on country-specific fiscal targets, as it is based on criteria including long-term calculations driven by 
assumptions. The report is critical of the implicit discretion the Commission would be allowed on 
determining whether Member States meet the requirements, which might lead to a soft stance on 
debt reduction.  

While positive assessments have been made regarding the medium-term fiscal adjustment paths, 
grounded on a comprehensive analysis of debt sustainability risks and the simpler operational 
target of net primary expenditure, the general criticism centres around two features in the 
proposal. 

First, the European Commission's role and its discretion in setting out a reference path, defining a 
plausibly declining debt path (or amended debt path) in the event of a negative assessment while 
protecting sufficient public investment from fiscal adjustment pressures through its 'common 
assessment framework'. The Commission defines a plausible downward debt trajectory as declining 
'under a standard set of adverse scenarios' and 'a sufficiently low probability' of a debt increase. This 
vague wording will be translated into technical assumptions in the debt-sustainability-analysis, 
giving the Commission a substantial role and discretion.358 At the same time, the specifics of the 
Commission's assessment framework determine which investment and reforms will be accepted in 
the adjustment plans for national governments to meet their targets in light of the twin transitions. 
As a consequence, Member States' fiscal policies would not only fail to meet common targets but 
also contribute to macroeconomic imbalances in the euro area, as the Commission focuses on debt 
spillovers but not on demand spillovers, thus limiting the ability to steer the euro area fiscal 
stance.359  

Second, the reliance on unobservable indicators has been one of the main points of criticism of the 
current fiscal framework, and the DSA therefore represents a possible alternative (whereby the DSA 
framework itself also relies on unobservable and assumptions). As the Commission proposal bases 
its reference fiscal adjustment paths on a DSA that may only be revised after a minimum of four 
years, the projection of future debt developments depends significantly on assumptions, in 
particular on real growth and interest rates. Like the current underlying economic model, the DSA 
requires an estimate of unobservable variables such as potential output to compute the structural 
primary balance that indicates the 'anchor' to be achieved at the end of the adjustment path. While 
the underlying model, its assumptions and estimates would be made public by the Commission, a 
projection of a rising debt ratio, or even a declaration of unsustainable debt, could create a self-
fulfilling prophecy if this leads to rising financing costs and, consequently, increases debt.360  

It is worth noting that the Commission's orientations do not consider a role for the European 
Parliament in the fiscal framework nor the surveillance process, despite the fact that budgetary and 
fiscal processes are at the core of the modern democratic state. The orientations mention 
Parliament's involvement only as part of the enforcement mechanism for reputational sanctions, in 

                                                             
357 Monatsbericht November 2022, Deutsche Bundesbank, November 2022.  
358 See O. Blanchard, A. Sapir and J. Zettelmeyer, The European Commission's fiscal rules proposal: A bold plan, with flaws 

that can be fixed, Peterson Institute for International Economics, November 2022. 
359 See P. Heimberger, Assessing the European Commission's proposal for reforming the EU's fiscal rules, statement at a 

hearing of the European Parliament's ECON committee, December 2022. 
360 See P. Sigl-Glöckner, On shrinking the public balance sheet and the use of debt sustainability analyses, statement at 

a hearing of the European Parliament's the ECON committee, December 2022. 
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which Member States' ministers in EDP could be required to present in the European Parliament the 
measures to comply with the EDP recommendations.  

7.6.2. Alternative proposals  
A vast body of research and critique deals with the current fiscal framework. While the Commission 
orientations tackle various points that have been discussed extensively for some time now, the 
reform debate on the EU fiscal rules has yielded additional proposals tackling several shortcomings 
in the current set of fiscal rules, which are not fully reflected in the latest proposal. 

Complexity. Past revisions of the fiscal framework, which were partly intended to make the rules 
more flexible, have made the rules complex. Many of the elements in the orientations address this 
complexity, seeking to simplify the rules and improve ownership through a simpler design of the 
rules and enforcement through transparency.361  

Public debt levels and reduction rule. Particular focus has been put on the debt reduction rule in 
the fiscal framework, which applies to countries with debt levels above the 60 % target, and requires 
debt reduction by at least 1/20 of the difference between their current debt-to-GDP ratio and the 
60 % target every year. With very high debt-to-GDP ratios and low economic growth, the debt 
reduction benchmark has proven to be economically suboptimal and politically unrealistic.362 While 
the 1/20 has been replaced by the latest Commission orientation, several other proposals are 
shifting away from the rigid debt-to-GDP ratio as the suitable anchor for fiscal policy. Instead, fiscal 
policy should be focusing more on the demand side, since the long-term effects of insufficient 
demand (the 'hysteresis effect')363 have a much larger impact on sovereign debt sustainability than 
the interest paid on public deficits. In a speech at the American Economic Association in 2019, 
Olivier Blanchard, former chief economist of the IMF, argued that the debt-to-GDP ratio will fall even 
without budget surpluses, given that economic growth exceeds the risk-free interest rate (r-g<0).364 
Based on this, he proposes a set of fiscal standards, as opposed to fiscal rules, and a stochastic debt 
sustainability analysis.365 The fiscal standards would constrain fiscal debt inasmuch as a primary 
deficit is likely to increase the debt-to-GDP ratio (excessive debt), without specifying a clear 
threshold for the debt ratio.  

Similarly, Furman and Summers highlight the importance of fiscal policy when considering 
employment figures, thus linking public spending with aggregated demand. While criticising the 
general concept of the debt-to-GDP ratio for mixing stock (debt) and flow (GDP) measures, they 
propose to use a fiscal policy anchor relating to government interest payments, thereby limiting the 
cost of public debt through a real interest-payment-to-GDP ratio rather than comparing debt stock 

                                                             
361 See, for instance, A. Bénassy-Quéré et al., Reconciling risk sharing with market discipline: A constructive approach to 

euro area reform, CEPR, January 2018; How could the Stability and Growth Pact be simplified?, Economic Governance 
Support Unit, European Parliament, 2018; New life for an old framework: redesigning the European Union's 
expenditure and golden fiscal rules, Economic Governance Support Unit, European Parliament, 2020; and Z. Darvas, 
P. Martin and X. Ragot, The economic case for an expenditure rule in Europe, VoxEU, September 2018. 

362 This has been acknowledged in a German position paper; see Federal Ministry for Economic Affairs and Climate 
Action, Proposed principles to guide the German government in deliberations on the reform of EU fiscal rules, August 
2022.  

363 J. Tervala, 'Hysteresis and the welfare costs of recessions', Economic Modelling, Volume 95, February 2021. 
364 O. Blanchard, 'Public Debt and Low Interest Rates', American Economic Review, Volume 109, Number 4, April 2019. 

P. Mauro and J. Zhou show that r-g<0 is usually the case (see r minus g negative: Can We Sleep More Soundly?, IMF 
Working Paper No 2020/52, March 2020.  

365 O. Blanchard, Á. Leandro and J. Zettelmeyer, Redesigning EU Fiscal Rules: From Rules to Standards, Peterson Institute 
for International Economics, February 2021. 
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with one year's GDP.366 Other proposals that have partly found their way into the Commission 
proposal, for instance from the European Fiscal Board, take into account the countries' different 
starting positions in their debt levels, and propose country-specific paths for debt reduction.367 The 
European stability mechanism, on the other hand, proposes to increase the debt ceiling to 100 %, 
since the current 60 % of public debt-to-GDP ratio is no longer relevant.368 Indeed, while gross-
government-debt-to-GDP ratios have increased since the 2008-2009 financial crisis, the overall debt 
servicing costs have been declining steadily since the mid-1990s.  

Technical conception. Many proposals include a revamp of underlying indicators, including 
unobservable variables such as potential output estimates that are used to calculate the structural 
deficit. For instance, through a single operational indicator anchored on a medium-term debt target. 
More specifically, for the underlying indicators, some proposals have given much attention to the 
expenditure rules, as expenditure is to a greater extent under the governments' control and allows 
for macroeconomic stabilisation in a more automatic way.369 While this would reduce the reliance 
on an unobservable variable such as the potential output gap, an expenditure rule would still 
depend on a benchmark such as potential growth370 or trend output growth.371  

7.7. Supporting public investments through EU funding and fiscal 
rules 

Some Member States experienced spells of under-investment even before 2008.372 However, the 
financial and economic crisis that followed affected the EU as a whole, and further amplified the 
public investment gap in the EU.373 The accompanying SGP and EU institutional overhaul, together 
with the austerity measures in the Member States, likewise constrained investment efforts. A big 
push in re-instating public investment came with the introduction of the European Fund for 
Strategic Investments (EFSI) under the Juncker plan,374 which revolutionised the financing of 
innovation in the EU and ultimately outperformed initial investment targets.375 Nevertheless, in 
2020, the pandemic crisis started to pose significant challenges to the EU countries attempting to 
keep their economies afloat. As their fiscal space tightened significantly, EU funding in the form of 
RRF grants and loans became indispensable for securing recovery, while delivering on green and 
digital objectives. 

                                                             
366 J. Furman und L. Summers, A Reconsideration of Fiscal Policy in the Era of Low Interest Rates, Brookings, November 

2020. 
367 Annual Report 2021, European Fiscal Board, November 2021. 
368 EU fiscal rules: reform considerations, ESM Discussion Paper 17, European Stability Mechanism, October 2021. 
369 See, for instance, Report on Public Finances in EMU 2018, Institutional Paper 95, European Commission, January 2019, 

pp. 105-156. 
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Figure 45 below shows the overall investment levels (public and private) in the EU for the 2008-2024 
period (the last three years are forecast). Investment is commonly measured through the gross fixed 
capital formation indicator (GFCF).376 The EU experienced significant drops in investment following 
the emergence of the financial and sovereign debt crises. The launch of EFSI in 2015, however, 
helped reverse the trend of lower investment that had started in 2009. Pre-financial crisis GFCF levels 
(in absolute figures) were reached again in 2017, and levels stayed on a climbing path until the 
pandemic crisis hit in 2020. To tackle the latter shock, the NGEU recovery instrument was introduced 
in 2021, thereby helping to sustain higher investment levels in the Member States. As of 2023, 
investment is expected to continue to grow, albeit at a slower pace, as the ongoing energy crisis is 
putting a strain on the EU economy. 

Figure 45 – Investment levels in the EU between 2008 and 2024 (in € billion) 

 

Source: EPRS, based on AMECO data. The 2022-2024 period is a forecast. 

However, investment linked to the twin transitions, in particular, requires substantial resources and 
longer periods for implementation. The planned Green Deal actions financed by the 2021-2027 MFF 
and the 2021-2026 NGEU recovery instrument represent only a fraction of what is necessary to fulfil 
all the climate goals for reaching EU carbon neutrality by 2050.377 RRF funding may also fall short of 
delivering on the ambitious objectives linked to the Digital Decade initiative378 (set for 2030), and 
consequently fail to close the digital investment gap.379 Moreover, the energy crisis, caused by 
Russia's war on Ukraine, prompted the Commission to propose an increase in the RRF grant 
envelope by an additional €20 billion under the REPowerEU plan380 in order to reduce the EU's 
considerable dependence on Russian fossil fuels. Besides this, future investment projects in the 
areas of common defence, security, or any other field of interest for EU sovereignty and strategic 
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377 The total cost of the planned measures amounts to €600 billion. For more information, see A European Green Deal., 
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COM(2021) 118, March 2021. 
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380 For more information, see REPowerEU: affordable, secure and sustainable energy for Europe, European Commission. 
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autonomy, are likely to necessitate considerable funding, as well.381 Commission President 
Ursula von der Leyen's announcement that a proposal for a European Sovereignty Fund would be 
tabled in summer 2023 has triggered different reactions.382 

As these long-term challenges remain pertinent, they will most certainly surpass both the RRF's 
financing potential and life span, set to expire at the end of 2026. With these limitations at hand, 
many analysts have called for the establishment of an RRF-like fiscal capacity, underpinned by 
common debt but made permanent and endowed with enlarged scope.383 As regards its size, views 
differ. According to one study,384 such an instrument should amount to between 1.5 % and 2.5 % of 
the euro area's gross national income, which for the EU as whole would mean even higher 
percentages. Conversely, a federalist view385 sees a genuine fiscal capacity of 3.5 % of the euro area's 
GDP, while a recent analysis from the International Monetary Fund covering all EU countries 
envisages a fund of between 0.5 % and 1 % of EU GDP (on a yearly basis).386 Either way, the new EU 
fiscal capacity should be additional387 to the national funding, as it would keep on providing 
strategic and sector-specific common public goods, thus being more effective and value-adding. 

For the time being, however, political consensus on the creation of such an instrument is missing, 
and further political debate is expected. The forthcoming revision of the EU economic governance 
framework (see previous sections) will draw on the lessons learnt from the RRF, particularly the 
positive interplay between investment, reforms and financing, and possibly re-invigorate the 
debate on the establishment of a permanent EU fiscal capacity. In the meantime, the revised EU 
fiscal rules should at least enable the Member States to stay on higher investment and growth paths, 
while remaining fiscally prudent. The rules should also support countries' counter-cyclical fiscal 
policies, enabling them to build capital buffers during good times and utilise them during periods 
of recession.388 According to a recent EPRS study, well-designed fiscal rules would correspond to 
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approximately €220 billion worth of additional fiscal space per year for the EU as whole, which could 
be channelled towards additional investment.389 

7.8. Conclusion 
The European Commission's communication has kicked off the reform of the EU economic 
governance framework. While concrete legislative proposals are still to be presented by the 
Commission, and ultimately agreed by the Council, the debate already points to a number of 
shortcomings of the current arrangements. First, the current fiscal rules remain complex, 
challenging both to comply with and enforce. Moreover, they have hampered public investment 
and often fostered pro-cyclical fiscal policies in the Member States. Second, the 2011-2013 overhaul 
of the governance framework has given the Commission great powers in overseeing national 
budgetary policies, while marginalising the European Parliament's role.390 Parliament acted as co-
legislator for the majority of the SGP additions, but failed to obtain decision-making powers in the 
daily management of the economic governance framework.391 Third, the RRF innovated the fiscal 
framework, notably the European Semester, in that it provided Member States with substantial 
financial resources to carry out reforms and make investments while addressing the CSRs.392 

According to the Commission's proposal for a revised fiscal framework, the new rules will be 
streamlined significantly, and take into account the individual Member States' debt developments. 
The forthcoming revision also intends to draw on the RRF, namely the interplay between significant 
funding on the one hand and reform and investment measures that address structural challenges 
of both EU and national relevance on the other, as well as the facility's performance-based character 
(see Chapter 6). Nevertheless, these aspects represent the Commission's views only, and much will 
depend on the negotiations on the specific legislative proposals with the Member States in the 
Council, as these are likely to affect the direction and the scope of the reform. Moreover, 2023 is the 
pre-election year for the European Parliament, and this might influence actors' attitudes – both in 
the Member States and the European Parliament itself – towards defining the reform objectives. 

These negotiations might also tackle some of the governance framework's features that remained 
unaddressed under the Commission proposal. For example, many analysts have pointed out that 
higher investment levels in the EU should be maintained, be it by continuing the RRF model and/or 
introducing investment-friendly EU fiscal rules, while the governance dimension continues to be 
contested. Under the current model, policies of considerable significance are being decided at the 
EU level, while EU resources are spent domestically. This holds true, in particular, for the RRF, the 
green and digital investment thresholds of which steer the Member States' investment plans only 
partially. This renders the provisioning of EU public goods suboptimal, owing to a possible lack of 
cross-country coherence.393 

Another open question concerns the European Parliament's future role in the economic governance 
framework, all the more if the RRF model is to be used as a template for a modified SGP, together 
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with its intrinsic links with the European Semester. In the Semester process, Parliament's 
involvement is limited. Neither the national reform programmes, nor the stability and convergence 
programmes, nor the draft budgetary plans are presented to Parliament directly. Parliament is also 
excluded from fixing the strategic priorities of the fiscal year and the European Semester, and on 
CSRs, it expresses its opinion only once they have been adopted by the Council.394 Greater 
involvement of the European Parliament in the setting of fiscal and economic policy objectives 
would ensure more democratic accountability, transparency and ownership;395 however, as visible 
from the Commission's communication, Parliament fails to have a role in the revised economic 
governance framework. 

Furthermore, the proposed role and discretion of the Commission in analysing Member States' debt 
sustainability, and the use of unobservable indicators for this assessment, are some of the elements 
in the Commission's orientations that are likely to be at the centre of the future debate. Thus, a 
crucial discussion is needed on how to gear surveillance and enforcement towards a risk-based 
approach, and how to incorporate reforms and investments that address common EU priorities, 
while keeping an emphasis on fiscal objectives. Ensuring public debt sustainability on the one hand, 
and promoting sustainable growth through reforms and investment on the other, will be an 
intricate trade-off to be balanced in the discussions ahead. 
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8. Annexes 

Annex 1a – EU spending allocation by Member State in 2021 (€ million) 
Heading 1 2 3 4 5 6 7 Outside the MFF  
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BE 1 572.2 1 003.7  753.7 194.9  63.0  376.6 5 638.4 0.0 37.3 9 639.0 

BG 93.5 1 132.4 1 235.9  40.2  45.6  3.7  9.4 0.0 0.0 2 560.6 

CZ 104.9 4 099.1 1 160.4  7.1  4.5 0 .6  13.4 0.0  17.4 5 407.5 

DK 329.5  209.9  998.3  12.4  3.2  10.3  73.6 0.0 0.0 1 637.3 

DE 2 061.9 3 160.6 6 013.9  185.0  67.2  58.9  273.1 0.0  13.6 11 834.3 

EE  88.3  649.6  275.3  45.0  4.4  3.4  12.3 0.0  3.6 1 081.8 

IE  156.0  499.3 1 551.6  13.9  6.5  2.3  74.6 0.0 382.1 2 686.5 

EL  253.3 2 550.5 2 889.1  481.3  16.1  21.6  38.9 0.0  31.4 6 282.3 

ES 1 172.2 7 680.3 6 837.3  244.9  42.6  40.2  134.8 0.0  37.9 16 190.2 

FR 2 626.2 2 796.1 9 419.0  161.9  76.4  43.0  456.1 0.0 150.7 15 729.3 

HR  76.8 1 164.3  740.5  32.0  2.8  6.3  10.1 0.0 319.2 2 352.0 

IT 1 437.9 9 225.4 5 460.1  163.5  63.1  49.3  219.1 0.0 127.2 16 745.6 

CY 51.0  271.2  73.1  21.4  2.4 0.5  4.6 0.0 0.0  424.3 

LV  75.8  702.3  437.6  15.3  2.7  1.8  7.0 0.0  1.2 1 243.6 

LT  55.7 1 245.8  714.7  89.4  52.1 0.8  11.6 0.0  2.8 2 172.9 

LU  407.3 155.0  72.2  22.1  4.7  17.2 1 811.2 0.0 3.0 2 492.6 

HU  58.3 3 945.5 1 905.5  16.9  9.5  17.2  7.8 0.0  13.1 5 973.7 

MT  10.4  128.6  22.9  50.1  2.6  0.1  7.1 0.0 0.0  221.8 

NL 971.0  394.4  907.8  57.8  131.9  64.2  94.2 0.0  3.1 2 624.4 

AT  387.4 417.0 1 305.3  27.3  8.9  10.5  36.4 0.0  31.8 2 224.6 

PL  287.4 13 301.5 4 840.7  238.9  13.5  19.0  26.5 0.0 0.0 18 727.4 

PT  224.1 3 958.4 1 319.7  33.1  23.8  2.6  53.5 0.0 18.0 5 633.4 

RO  99.5 3 286.3 3 187.8  21.2  7.4  7.9  13.8 0.0  13.9 6 637.8 

SI  86.1  628.6  270.6  11.5  3.3  0.1  10.4 0.0 0.0 1 010.8 

SK  46.3 2 126.4  538.3  5.2  12.6  2.0  12.3 0.0 0.0 2 743.1 

FI 258.0  320.3  930.7  23.9  9.4  9.1  48.7 0.0 0.0 1 600.2 

SE  333.2  519.6 1 028.2  134.2  8.6  4.3  42.9 0.0 0.0 2 071.0 
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Heading 1 2 3 4 5 6 7 Outside the MFF  

€ million 
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EU-27 13 323.9 65 572.3 54 890.5 2 350.4  689.0  773.8 9 141.6 0.0 1 207.4 147 948.8 

Earmarked*  1 753.1 5 255.4  961.6  29.1  4.5  457.9  451.8 61.2  14.3 8 988.9 

Other 1 494.3  39.1 9.0  0.7  0.2  896.9  719.1 0.0 0.0 3 159.3 

Non-EU 1 792.3 2 203.8  904.5  166.7  14.0 8 806.5  392.5 0.0  1.1 14 281.4 

Total* 18 363.6 73 070.6 56 765.6 2 547.0  707.6 10 935.0 10 705.0 61.2 1 222.8 174 378.4 

NGEU 168.6 53 383.6 65.6 0.0 0.0 0.0 0.0 0.0 0.0 53 617.8 

Total 18 532.2 126 454.2 56 831.2 2 547.0  707.6 10 935.0 10 705.0 61.2 1 222.8 227 996.2 

* Excluding Next Generation Europe (NGEU). 
Data source: EU spending and revenue 2021-2027, European Commission. 
 

  

https://commission.europa.eu/strategy-and-policy/eu-budget/long-term-eu-budget/2021-2027/spending-and-revenue_en
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Annex 1b – NGEU spending allocation by Member State in 2021 (€ million) 
Heading 1 2 3  

€ million 
Single market, 
innovation and 

digital 

Cohesion, resilience  
and values 

Natural resources  
and environment Total 

BE 7.0 803.0 0.1 810.1 

BG 0.0 186.2 0.0 186.2 

CZ 10.1 1 023.2 0.0 1 033.3 

DK 0.0 225.1 0.0 225.1 

DE 0.0 2 484.2 0.0 2 484.2 

EE 0.0 155.0 14.2 169.2 

IE 0.0 9.7 1.3 11.0 

EL 0.0 3 466.4 0.0 3 466.4 

ES 0.1 20 281.4 0.0 20 281.5 

FR 0.0 5 565.8 1.4 5 567.2 

HR 0.0 881.9 0.0 881.9 

IT 0.0 10 198.0 0.0 10 198.0 

CY 0.0 143.0 0.0 143.0 

LV 0.0 267.8 0.0 267.8 

LT 0.0 324.7 0.0 324.7 

LU 0.1 89.6 2.0 91.7 

HU 0.0 260.2 0.0 260.2 

MT 0.0 76.6 0.0 76.6 

NL 0.0 58.0 0.0 58.0 

AT 0.0 479.0 0.0 479.0 

PL 0.0 232.3 0.0 232.3 

PT 0.0 2 844.4 7.0 2 851.4 

RO 0.0 1 975.1 0.0 1 975.1 

SI 0.0 259.8 0.0 259.8 

SK 0.0 1 024.9 0.0 1 024.9 

FI 0.0 19.8 39.7 59.5 

SE 0.0 37.4 0.0 37.4 

EU-27 17.5 53 372.4 65.6 53 455.5 

Other 151.0 0.7 0.0 151.7 

Non-EU 0.1 10.5 0.0 10.6 

Total 168.6 53 383.6 65.6 53 617.8 

Data source: EU spending and revenue 2021-2027, European Commission.  

https://commission.europa.eu/strategy-and-policy/eu-budget/long-term-eu-budget/2021-2027/spending-and-revenue_en
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Annex 2 – Own resources by Member State in 2021 (€ million and % of GNI*) 
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  1 2 3 4 5 6=1+2+3+ 
4+5 

% GNI 7 8=6+7-5 % GNI 

BE  590.4 3 960.9  263.3  151.0  67.7 5 033.3 0.98 % 1 724.1 6 689.7 1.31 % 

BG  93.8  522.6  34.7  22.2  14.4  687.6 1.05 %  160.1  833.3 1.27 % 

CZ  277.1 1 805.7  120.7  52.6  9.7 2 265.8 0.99 %  297.9 2 554.0 1.11 % 

DK  373.9 2 743.8 - 199.7  124.6  14.3 3 056.9 0.88 %  361.0 3 403.6 0.98 % 

DE 4 416.3 29 565.8 -1 752.9 1 357.3 - 428.6 33 157.8 0.90 % 3 820.1 37 406.6 1.02 % 

EE  41.0  231.4  15.4  22.5  12.2  322.5 1.06 %  42.7  353.0 1.16 % 

IE  284.6 2 409.1  160.1  145.8  70.9 3 070.5 0.97 %  390.0 3 389.6 1.08 % 

EL  235.0 1 412.9  93.9  48.0 - 219.2 1 570.7 0.86 %  214.1 2 004.0 1.10 % 

ES 1 655.0 9 923.3  659.5  478.8 - 18.7 12 698.0 1.05 % 1 528. 14 244.7 1.18 % 

FR 3 399.5 20 344.3 1 352.1 1 247.2  25.1 26 368.3 1.05 % 1 766.2 28 109.4 1.11 % 

HR  79.7  437.7  29.1  17.9  13.8  578.3 1.01 %  42.0  606.4 1.06 % 

IT 2 058.7 14 451.0  960.5  744.4 - 110.5 18 104.1 1.01 % 1 867.9 20 082.5 1.12 % 

CY  31.8  174.7  11.6  3.4  7.1  228.7 1.05 %  30.9  252.4 1.15 % 

LV  40.6  252.6  16.8  14.8  8.2  333.0 1.01 %  59.3  384.1 1.17 % 

LT  61.4  406.4  27.0  10.7  21.3  526.8 0.98 %  123.2  628.8 1.17 % 

LU  64.5  354.1  23.5  14.0 - 12.0  444.2 0.84 %  16.4  472.5 0.90 % 

HU  172.7 1 169.0  75.7  150.4  100.3 1 668.1 1.12 %  199.4 1 767.3 1.18 % 

MT  18.6  102.0  6.8  7.2  15.1  149.6 1.12 %  73.4  207.9 1.56 % 

NL 1 049.1 6 833.2 -1 491.4  205.1  48.2 6 644.1 0.78 % 2 957.4 9 553.3 1.12 % 

AT  534.9 3 216.1 - 358.5  156.1 - 50.7 3 497.8 0.87 %  215.9 3 764.4 0.94 % 

PL  765.5 4 290.4  278.1  361.2  114.4 5 809.5 1.04 % 1 122.0 6 817.2 1.23 % 

PT  315.6 1 733.0  115.2  167.3  42.0 2 373.1 1.14 %  170.7 2 501.8 1.20 % 

RO  230.6 1 881.7  124.1  114.8  115.5 2 466.7 1.04 %  217.3 2 568.6 1.09 % 

SI  66.3  395.9  26.3  10.3 - 4.9  494.0 0.95 %  126.4  625.3 1.20 % 

SK  110.4  778.2  51.7  33.6 - 7.5  966.4 1.01 %  371.6 1 345.5 1.40 % 

FI  285.9 2 060.3  136.9  69.4 - 17.0 2 535.5 0.99 %  156.8 2 709.3 1.05 % 

SE  680.9 4 363.1 - 769.8  99.9  172.4 4 546.5 0.83 %  522.9 4 896.9 0.90 % 
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  1 2 3 4 5 6=1+2+3+ 
4+5 

% GNI 7 8=6+7-5 % GNI 

EU-27 17 933.9 115 819.2  10.9 5 830.5  3.4 139 597.9 0.96 % 18 577.8 158 172.3 1.09 % 

Non-
EU** 

       459.9 459.9  

 Other revenue 80 960.4  

Balances and adjustments 3.4  

Total revenue 239 596.0  

* Gross national income (GNI) figures are based on ESA 2010 (Spring 2022 economic forecast). 
** Including the customs duties collected by the UK in November-December 2020 and entered into the EU 
budget as own resources in January-February 2021.  
Data source: EU spending and revenue 2021-2027, European Commission. 

 

 

https://commission.europa.eu/strategy-and-policy/eu-budget/long-term-eu-budget/2021-2027/spending-and-revenue_en
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Annex 3 – 2022 and 2023 EU budgets 

Headings and clusters presented according to the 2021-2027 MFF 

2022 budget  
(incl. ABs 1 to 4 and DAB 5*) 

€ million 
  

2023 budget  
(conciliation joint text) 

€ million 

Difference (%) 

CA PA CA PA CA PA 

SINGLE MARKET. INNOVATION AND DIGITAL 21 845.1 21 473.5 21 548.4 20 901.4 -1.4 % -2.7 % 

– Cluster 01 – Research and innovation 13 236.8 13 558.0 13 496.9 12 871.8 2.0 % -5.1 % 

– Horizon Europe 12 239.2 12 559.3 12 352.9 11 908.6 0.9 % -5.2 % 

– Euratom research and training programme 270.7 314.5 276.5 274.3 2.1 % -12.8 % 

– International thermonuclear experimental reactor (ITER) 710.1 667.8 839.8 671.2 18.3 % 0.5 % 

– Pilot projects and preparatory actions 16.8 16.4 27.7 17.7 64.7 % 7.6 % 

– Cluster 02 – European strategic investments 5 509.2 4 855.5 4 882.7 4 819.2 -11.4 % -0.7 % 

– InvestEU Fund 1 196.6 1 032.4 340.7 389.8 -71.5 % -62.2 % 

– Connecting Europe Facility (CEF) –Transport 1 760.1 1 888.3 1 852.5 1 943.5 5.3 % 2.9 % 

– Connecting Europe Facility (CEF) – Energy 800.5 589.0 859.2 723.6 7.3 % 22.9 % 

– Connecting Europe Facility (CEF) – Digital 282.9 257.0 289.1 230.0 2.2 % -10.5 % 

– Digital Europe programme 1 247.8 848.5 1 306.9 1 284.7 4.7 % 51.4 % 

– Decentralised agencies 190.9 190.9 202.6 202.6 6.1 % 6.1 % 

– Other actions   3.5 3.5   

– Actions financed under the prerogatives of the Commission and specific competences conferred to the 
Commission 23.6 23.2 24.0 23.8 1.8 % 2.3 % 

– Pilot projects and preparatory actions 6.9 26.1 4.1 17.6 -39.9 % -32.4 % 

– Cluster 03 – Single market 1 022.6 903.7 942.6 946.5 -7.8 % 4.7 % 

– Single market programme (incl. SMEs) 687.3 580.0 602.8 615.3 -12.3 % 6.1 % 

– EU anti-fraud programme 24.4 31.1 24.9 26.4 2.0 % -15.2 % 

– Cooperation in the field of taxation (FISCALIS) 36.9 35.9 37.7 36.2 2.0 % 0.8 % 
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– Cooperation in the field of customs (CUSTOMS) 130.4 114.7 133.1 119.9 2.0 % 4.5 % 

– Decentralised agencies 115.9 119.7 126.7 126.7 9.3 % 5.8 % 

– Other actions 10.3 9.0 12.0 12.0 16.0 % 32.8 % 

– Pilot projects and preparatory actions 17.3 13.3 5.5 10.2 -68.1 % -23.5 % 

– Cluster 04 – Space  2 076.5 2 156.4 2 226.2 2 264.0 7.2 % 5.0 % 

– European space programme 2 008.2 2 088.1 2 045.1 2 090.7 1.8 % 0.1 % 

– Union secure connectivity programme   106.3 98.6   

– Decentralised agencies 68.3 68.3 74.8 74.8 9.5 % 9.5 % 

COHESION, RESILIENCE AND VALUES 67 775.2 61 923.6 70 586.7 58 058.7 4.1 % -6.2 % 

– Of which: Under Flexibility Instrument 
 

  182.2    

– Of which: Under Single Margin Instrument 11(1)(a)   280.0    

Economic, social and territorial cohesion 61 314.2 56 350.9 62 926.5 50 875.0 2.6 % -9.7 % 

Resilience and values 6 461.0 5 572.7 7 660.2 7 183.7 18.6 % 28.9 % 

– Cluster 05 – Regional development and cohesion 44 989.8 42 651.5 46 185.6 37 889.3 2.7 % -11.2 % 

– European Regional Development Fund (ERDF) 37 424.2 29 597.5 38 392.6 27 314.6 2.6 % -7.7 % 

– Cohesion Fund (CF) 7 528.6 13 013.8 7 755.9 10 532.7 3.0 % -19.1 % 

– Support for the Turkish-Cypriot community 34.3 36.9 33.6 36.9 -1.9 % 0.0 % 

– Other actions       

– Pilot projects and preparatory actions 2.7 3.3 3.5 5.1 30.5 % 54.4 % 

– Cluster 06 – Recovery and resilience 1 640.4 963.4 2 637.9 2 640.8 60.8 % 174.1 % 

– European Recovery and Resilience Facility (RRF) and Technical Support Instrument 118.7 112.0 121.1 115.0 2.0 % 2.7 % 

– Protection of the euro against counterfeiting  0.9 0.9 0.9 1.2 2.0 % 31.4 % 

– Financing cost of the European Union Recovery Instrument (Next Generation EU) 145.0 145.0 1 315.8 1 315.8 807.4 % 807.4 % 

– Union civil protection mechanism (rescEU) 239.8 186.9 188.0 312.0 -21.6 % 67.0 % 
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– EU4Health 839.7 224.1 739.3 626.8 -12.0 % 179.7 % 

– Instrument for emergency support within the Union (ESI)  8.1  5.9  -27.4 % 

– Decentralised agencies 284.3 275.9 260.9 253.2 -8.2 % -8.2 % 

– Actions financed under the prerogatives of the Commission and specific competences conferred to the 
Commission 

12.0 10.6 12.0 11.0 0.0 % 3.8 % 

– Cluster 07 – Investing in people. social cohesion and values 21 145.0 18 308.7 21 763.2 17 528.5 2.9 % -4.3 % 

– European Social Fund Plus (ESF+) 16 358.7 13 736.3 16 774.5 13 022.5 2.5 % -5.2 % 

– Employment and Social Innovation strand 106.5 87.2 93.5 95.2 -12.2 % 9.1 % 

– Erasmus+ 3 401.7 3 300.8 3 668.5 3 291.6 7.8 % -0.3 % 

– European Solidarity Corps (ESC) 141.4 115.9 144.2 124.1 2.0 % 7.1 % 

– Creative Europe 406.5 400.2 332.8 312.5 -18.1 % -21.9 % 

– Justice 43.6 37.6 42.2 39.8 -3.2 % 6.0 % 

– Citizens, equality, rights and values 214.9 170.3 215.3 156.6 0.2 % -8.1 % 

– Decentralised agencies and European Public Prosecutor's Office (EPPO) 244.7 237.8 271.0 265.8 10.7 % 11.8 % 

– Other actions 8.7 6.8 7.9 6.0 -9.3 % -11.1 % 

– Actions financed under the prerogatives of the Commission and specific competences conferred to the 
Commission 

182.9 163.8 181.7 167.5 -0.6 % 2.2 % 

– Pilot projects and preparatory actions 35.3 52.0 31.6 47.0 -10.5 % -9.7 % 

NATURAL RESOURCES AND ENVIRONMENT 56 681.1 55 826.8 57 259.3 57 455.7 1.0 % 2.9 % 

– Of which: Market-related expenditure and direct payments 40 368.9 40 393.0 40 692.2 40 698.2 0.8 % 0.8 % 

– Cluster 08 - Agriculture and maritime policy 54 420.3 55 231.9 54 922.8 56 858.7 0.9 % 2.9 % 

– European Agricultural Guarantee Fund (EAGF) 40 368.9 40 393.0 40 692.2 40 698.2 0.8 % 0.8 % 

– European Agricultural Fund for Rural Development (EAFRD) 12 727.7 13 905.2 12 934.7 15 087.2 1.6 % 8.5 % 

– European Maritime and Fisheries Fund (EMFF) 1 134.3 732.4 1 102.8 888.6 -2.8 % 21.3 % 

– Sustainable fisheries partnership agreements (SFPA) and regional fisheries management organisations 
(RFMO) 

159.2 166.4 162.0 151.1 1.8 % -9.2 % 
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– Decentralised agencies 28.7 28.7 29.5 29.5 2.8 % 2.8 % 

– Pilot projects and preparatory actions 1.5 6.1 1.5 4.1 0.6 % -33.6 % 

– Cluster 09 - Environment and climate action 2 260.8 594.8 2 336.5 597.0 3.3 % 0.4 % 

– Programme for the environment and climate action (LIFE) 755.5 528.5 755.5 522.7 0.0 % -1.1 % 

– Just Transition Fund (JTF) 1 443.0 1.3 1 466.2 2.8 1.6 % 112.9 % 

– Public sector loan facility under the Just Transition Mechanism (JTM)   50.0    

– Decentralised agencies 54.1 54.1 59.6 59.6 10.0 % 10.0 % 

– Pilot projects and preparatory actions 8.1 10.8 5.2 11.9 -36.0 % 10.1 % 

MIGRATION AND BORDER MANAGEMENT 3 360.0 3 254.3 3 727.3 3 038.4 10.9 % -6.6 % 

– Cluster 10 - Migration 1 472.2 1 521.4 1 626.8 1 502.1 10.5 % -1.3 % 

– Asylum and Migration Fund (AMF) 1 318.6 1 367.8 1 454.6 1 329.9 10.3 % -2.8 % 

– Decentralised agencies 153.7 153.7 172.2 172.2 12.0 % 12.0 % 

– Pilot projects and preparatory actions       

– Cluster 11 – Border management 1 887.8 1 732.8 2 100.5 1 536.3 11.3 % -11.3 % 

– Integrated Border Management Fund (IBMF)– Instrument for border management and visa (BMVI) 740.7 610.9 956.8 397.0 29.2 % -35.0 % 

– Integrated Border Management Fund (IBMF) – Instrument for financial support for customs control 
equipment (CCEI) 

138.2 136.3 141.0 71.8 2.0 % -47.3 % 

– Decentralised agencies 1 008.8 985.7 1 002.8 1 067.5 -0.6 % 8.3 % 

SECURITY AND DEFENCE 1 813.0 1 237.9 2 116.6 1 208.4 16.7 % -2.4 % 

– Of which: Under Flexibility Instrument   170.6    

– Cluster 12 - Security 635.6 583.2 688.7 559.0 8.4 % -4.2 % 

– Internal Security Fund (ISF) 254.1 240.7 309.9 195.5 21.9 % -18.8 % 

– Nuclear decommissioning (Lithuania) 98.9 40.0 68.8 60.0 -30.4 % 50.0 % 

– Nuclear safety and decommissioning (incl. for Bulgaria and Slovakia) 43.9 65.3 57.2 53.2 30.3 % -18.6 % 

– Decentralised agencies 216.6 215.9 230.4 230.4 6.4 % 6.7 % 
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– Actions financed under the prerogatives of the Commission and specific competences conferred to the 
Commission 

22.0 20.9 22.4 19.2 2.0 % -8.0 % 

– Pilot projects and preparatory actions  0.4  0.8  100.0 % 

– Cluster 13 - Defence 1 177.4 654.6 1 427.9 649.3 21.3 % -0.8 % 

– European Defence Fund (EDF) (Research) 318.3 177.5 319.3 164.1 0.3 % -7.5 % 

– European Defence Fund (EDF) (Non-research) 627.4 378.9 626.4 250.1 -0.1 % -34.0 % 

– Military mobility 231.7 98.2 295.2 131.7 27.4 % 34.2 % 

– Union secure connectivity programme   30.0 30.0   

– Short-term defence instrument on common procurement   157.0 72.0   

– Pilot projects and preparatory actions    1.4   

NEIGHBOURHOOD AND THE WORLD 17 170.4 12 916.1 17 211.9 13 994.9 0.2 % 8.4 % 

– Of which: Under Flexibility Instrument 368.4  882.9  139.6 %  

– Cluster 14 - External action 15 158.9 10 544.3 14 680.8 11 404.3 -3.2 % 8.2 % 

– Neighbourhood, Development and International Cooperation Instrument (NDICI) – Global Europe  12 716.6 7 891.7 12 250.8 8 943.7 -3.7 % 13.3 % 

– European Instrument for International Nuclear Safety Cooperation 38.6 32.6 39.9 32.1 3.5 % -1.6 % 

– Humanitarian aid (HUMA) 1 806.1 2 091.6 1 776.9 1 834.2 -1.6 % -12.3 % 

– Common foreign and security policy (CFSP) 361.7 333.6 371.8 380.6 2.8 % 14.1 % 

– Overseas countries and territories (OCT) 69.0 52.4 70.0 59.3 1.5 % 13.0 % 

– Other actions       

– Actions financed under the prerogatives of the Commission and specific competences conferred to the 
Commission 

72.2 47.2 78.4 61.6 8.7 % 30.6 % 

– Pilot projects and preparatory actions 94.8 95.1 93.0 92.8 -1.9 % -2.5 % 

– Cluster 15 - Pre-accession assistance 2 011.5 2 371.7 2 531.1 2 590.6 25.8 % 9.2 % 

– Pre-accession assistance (IPA III) 2 011.5 2 371.7 2 531.1 2 590.6 25.8 % 9.2 % 

EUROPEAN PUBLIC ADMINISTRATION 10 783.2 10 783.3 11 311.3 11 311.3 4.9 % 4.9 % 

Of which: Administrative expenditure of the institutions 8 363.9 8 364.0 8 743.8 8 743.8 4.5 % 4.5 % 
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* AB: amending budget, DAB: draft amending budget. 
Data source: Amending budgets 1 to 4 and DAB 5 for the year 2022, Budget online, European Commission.

– Pensions 2 202.8 2 202.8 2 342.0 2 342.0 6.3 % 6.3 % 

– European Schools 216.4 216.4 225.5 225.5 4.2 % 4.2 % 

– Administrative expenditure of the institutions 8 363.9 8 364.0 8 743.8 8 743.8 4.5 % 4.5 % 

– European Parliament 2 160.9 2 160.9 2 246.3 2 246.3 4.0 % 4.0 % 

– European Council and Council 611.5 611.5 647.9 647.9 6.0 % 6.0 % 

– European Commission 3 879.8 3 879.9 4 058.2 4 058.2 4.6 % 4.6 % 

– Court of Justice of the European Union 467.9 467.9 486.0 486.0 3.9 % 3.9 % 

– European Court of Auditors 162.1 162.1 175.1 175.1 8.0 % 8.0 % 

– European Economic and Social Committee 152.5 152.5 158.8 158.8 4.1 % 4.1 % 

– European Committee of the Regions 110.0 110.0 116.1 116.1 5.6 % 5.6 % 

– European Ombudsman 12.1 12.1 13.0 13.0 7.8 % 7.8 % 

– European Data Protection Supervisor 20.3 20.3 22.3 22.3 10.2 % 10.2 % 

– European External Action Service 786.9 786.9 820.1 820.1 4.2 % 4.2 % 

TOTAL UNDER MFF HEADINGS 179 428.0 167 415.3 183 761.5 165 968.9 2.4 % -0.9 % 

– Of which: under Flexibility Instrument 368.4 467.2 1 235.7 948.1 235.4 % 102.9 % 

Outside MFF 2 799.2 2 622.8 2 855.2 2 679.8 2.0 % 2.1 % 

– Solidarity and Emergency Aid Reserve (SEAR) 1 298.9 1 298.9 1 324.9 1 324.9 2.0 % 2.0 % 

– European Globalisation Adjustment Fund for Displaced Workers 201.3 25.0 205.4 30.0 2.0 % 20.0 % 

– Brexit Adjustment Reserve (BAR) 1 298.9 1 298.9 1 324.9 1 324.9 2.0 % 2.0 % 

TOTAL APPROPRIATIONS 182 227.2 170 038.2 186 616.7 168 648.7 2.4 % -0.8 % 

Appropriations as % of GNI 1.18 % 1.10 % 1.14 % 1.03 %   

https://eur-lex.europa.eu/budget/www/index-en.htm
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Annex 4 – Climate contribution per programme in the 2022 and 2023 budgets* (in 
commitment appropriations and € million) 

Heading / 

EU programme 

Budget 
2022 

% of 
climate 
contri-
bution 
2022 

% of 
budget 

2022 and 
NGEU 

Draft 
budget 

(DB) 
2023 

% of 
climate 
contri-
bution 
2023 

% of 
budget 

2023 and 
NGEU 

Heading 1 - Single Market, 
innovation and digital 

11 455.8 10.22 % 3.56 % 11 392.6 12.14 % 3.86 % 

Connecting Europe Facility 
(CEF) 4 323.0 3.86 % 1.34 % 4 340.0 4.63 % 1.47 % 

EU space programme 288.8 0.26 % 0.09 % 305.1 0.33 % 0.10 % 

Euratom research and 
training programme 129.5 0.12 % 0.04 % 134.2 0.14 % 0.05 % 

European joint undertaking 
for ITER and the 
development of fusion 
energy 

710.1 0.63 % 0.22 % 1 019.8 1.09 % 0.35 % 

Horizon Europe – the 
framework programme for 
research and innovation 

5 100.0 4.55 % 1.58 % 4 750.0 5.06 % 1.61 % 

InvestEU programme 904.4 0.81 % 0.28 % 843.5 0.90 % 0.29 % 

Heading 2 - Cohesion, 
Resilience and Values 70 778.7 63.14 % 21.98 % 57 020.3 60.77 % 19.34 % 

Creative Europe 7.3 0.01 % 0.00 % 7.3 0.01 % 0.00 % 

European Social Fund Plus 
(ESF+) (incl. Fund for the 
Most Deprived and 
Employment and Social 
Innovation strand) 

1 075.0 0.96 % 0.33 % 1075.0 1.15 % 0.36 % 

European Solidarity Corps 
(ESC) 

16.4 0.01 % 0.01 % 16.4 0.02 % 0.01 % 

Recovery and Resilience 
Facility (RRF) 54 251.8 48.40 % 16.85 % 42 183.9 44.96 % 14.31 % 

Support for the Turkish-
Cypriot Community 5.0 0.00 % 0.00 %  0.0  0.0 0.00 % 

Union civil protection 
mechanism (rescEU) 58.5 0.05 % 0.02 % 60.6 0.06 % 0.02 % 

Regional policy (European 
Regional and Development 
Fund and Cohesion Fund) 

13 309.3 11.87 % 4.13 % 13 659.1 14.56 % 4.63 % 

React-EU 2037.4 1.82 % 0.63 %  0.0  0.0 0.00 % 

Communication 18.0 0.02 % 0.01 % 18.0 0.02 % 0.01 % 

Heading 3 - Natural 
Resources and 
Environment 

25 005.7 22.31 % 7.77 % 20 545.7 21.90 % 6.97 % 

European Agricultural Fund 
for Rural Development 
(EAFRD) 

10 403.4 9.28 % 3.23 % 5 681.9 6.06 % 1.93 % 
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Heading / 

EU programme 

Budget 
2022 

% of 
climate 
contri-
bution 
2022 

% of 
budget 

2022 and 
NGEU 

Draft 
budget 

(DB) 
2023 

% of 
climate 
contri-
bution 
2023 

% of 
budget 

2023 and 
NGEU 

European Agricultural 
Guarantee Fund (EAGF) 

7 152.8 6.38 % 2.22 % 7 198.3 7.67 % 2.44 % 

Sustainable fisheries 
partnership agreements 
(SFPA) and regional fisheries 
management organisations 
(RFMO) 

14.1 0.01 % 0.00 % 14.1 0.02 % 0.00 % 

Just Transition Mechanism 
(JTM) 6 846.5 6.11 % 2.13 % 7 082.4 7.55 % 2.40 % 

European Maritime Fisheries 
and Aquaculture Fund 162.7 0.15 % 0.05 % 162.7 0.17 % 0.06 % 

Programme for the 
environment and climate 
action (LIFE) 

426.2 0.38 % 0.13 % 406.3 0.43 % 0.14 % 

Heading 6 - 
Neighbourhood and the 
World 

4 851.2 4.33 % 1.51 % 4 873.5 5.19 % 1.65 % 

Neighbourhood, 
Development and 
International Cooperation 
Instrument (NDICI) – Global 
Europe 

4 307.0 3.84 % 1.34 % 4 307.0 4.59 % 1.46 % 

Overseas countries and 
territories (OCT) (incl. 
Greenland) 

17.2 0.02 % 0.01 % 17.5 0.02 % 0.01 % 

Pre-accession assistance (IPA 
III) 527.0 0.47 % 0.16 % 549.0 0.59 % 0.19 % 

Total climate financing in 
the EU budget 112 091.4 100.00 % 34.81 % 93 832.2 100.00 % 31.83 % 

Total EU budget and NGEU 322 005.0 34.81 % 100.00 % 294 783.0 31.83 % 100.00 % 

* Includes external assigned revenue and estimated loans from NGEU. 
Data source: Draft general budget for the financial year 2023, European Commission, July 2022. 

https://eur-lex.europa.eu/budget/data/DB/2023/en/SEC00.pdf


 

 

Offering an overview of the economic and budgetary 
situation in the European Union and beyond, and 
summarising the main economic indicators in the EU 
and euro area and their two-year trends, this study is the 
seventh in an annual series of 'Outlooks' produced by 
the European Parliamentary Research Service (EPRS).  

In seven chapters, the authors of the publication explain 
and analyse the annual EU budget and give an overview 
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