Where does the money come from?

The European Union has its 'own resources' to finance its expenditure. Legally, these resources belong to the Union. Member States collect them on behalf of the EU and transfer them to the EU budget.

Own resources are of three kinds (the figures below refer to the forecasts for 2007).

· Traditional own resources (TOR) — these mainly consist of duties that are charged on imports of products coming from a non-EU state. They bring in approximately EUR 17,3 billion or 15 % of the total revenue.

· The resource based on value added tax (VAT) is a uniform percentage rate that is applied to each Member State’s harmonised VAT revenue. The VAT-based resource accounts for 15 % of total revenue, or some EUR 17.8 billion.

· The resource based on gross national income (GNI) is a uniform percentage rate (0.73 %) applied to the GNI of each Member State. Although it is a balancing item, it has become the largest source of revenue and today accounts for 69 % of total revenue or EUR 80 billion.
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The budget also receives other revenue, such as taxes paid by EU staff on their salaries, contributions from non-EU countries to certain EU programmes and fines on companies that breach competition or other laws. These miscellaneous resources add up to around EUR 1.3 billion, i.e. about 1 % of the budget.

The total EU revenue for 2007 amounts to some EUR 116.4 billion, while the total of the funds committed under different policies is slightly higher. The difference mainly results from the budgetary practice of the EU, where the European Commission commits, i.e. blocks, the total amount required for a multi-annual project in the first year of the project. The actual payments, however, are made in several instalments during the project period. 

Revenue flows into the budget in a way which is roughly proportionate to the wealth of the Member States. The UK, the Netherlands, Germany, Austria and Sweden, however, benefit from some adjustments when calculating their contributions.

On the other hand, EU funds flow out to the Member States in accordance with the priorities that the Union has identified. Less prosperous Member States receive proportionately more than the richer ones and most countries receive more than they pay in to the budget.

What is the money spent on and what is achieved?

Directly or indirectly, we all benefit from some activity funded from the EU budget, be it in the form of cleaner beaches, safer food on our plates, better roads or the guaranteeing of our fundamental rights. 

Actions and projects funded by the EU budget reflect the priorities set by the EU countries at a given time. These are grouped under broad spending categories (known as ‘headings’) and thirty-one different policy areas. 


The EU budget finances actions and projects in policy domains where all EU countries have agreed to act at Union level. Such decisions are taken for very practical reasons. Joining forces in these areas can yield greater results and costs less.

There are other policies, however, where the EU countries decided not to act at Union level. For example, national social security, pension, health or education systems are all paid for by national, regional or local governments. The 'subsidiarity principle' ensures that activities best managed at national, regional or local level are funded at the most appropriate level and that the Union does not intervene.

How is the budget decided? 

The Commission, Parliament and Council of Ministers have different roles and powers in deciding the budget. 

As a first step, these three institutions conclude a binding agreement to ensure budgetary discipline, long-term planning and to enhance cooperation in connection with annual budgets. This ‘interinstitutional agreement’ includes the multi-annual financial framework, which establishes annual upper limits (known as ‘ceilings’) per heading. Annual budgets must respect these ceilings. 

The most recent financial frameworks cover the seven-year periods from 2000 to 2006 and 2007 to 2013. They are finally adopted by the European Council, i.e. Heads of States and Governments.

The budgetary procedure as established in the EU treaties lasts from 1 September to 31 December. In practice, it begins much earlier. For example, preparations for the 2007 budget started before the end of 2005.

There are two types of budget expenditure: compulsory and non-compulsory expenditure. Compulsory expenditure covers all expenditure resulting from international agreements and the EU treaties. All other expenditure is classified as non-compulsory. 

A preliminary draft budget is proposed by the Commission. Then it is forwarded to the Council of Ministers and the European Parliament for the adoption procedure. The Council of Ministers has the final word on compulsory expenditure and the European Parliament on non-compulsory expenditure. The importance of this distinction has declined with successive interinstitutional agreements as they collaborate closely at all stages.
