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Abstract: The budget of the European Union is a topic of great interest, knowing the European Council concern 

for the reform and finding new budgetary resources to strengthen public finances. 

Absorption of structural funds and cohesion is a goal of each European Union Member State. But the fulfillment of 

all the required conditions for safe using of these funds legally raises big issues for a large number of beneficiaries, 

of which Romania. 

For the future budget cycle 2014-2020 is considering several new elements of novelty to a better allocation of 

resources, being proposed 5 new tools, besides Multiannual Financial Framework. European Commission’s action 

focuses on three areas of interest: the need for rigorous fiscal consolidation to consolidate macroeconomic stability, 

labor market reforms to increase employment rate, measures to stimulate growth. 

Romania's major objective in the context of negotiations for the future financial contribution to the EU budget is to 

improve its position of net beneficiary in the financial relations with it. 
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1. The current limitations of EU Budget 

The consequences of economic crisis are strong
2
. Visible effects of the crisis in the EU consist mainly in sharp fall in 

economic activity, a substantial increase in unemployment, sharp decrease in productivity and a substantial 

deterioration in public finances. In 2010, the EU's total gross public debt rose to around 85% of GDP in the euro area 

and 80% across the EU. Budgetary impact of the crisis, together with the effect of demographic change will be 

translated into an additional tax burden of about 4.5% of GDP on the long run. Structural deficiencies pending before 

the crisis became more visible and urgent. 

Increasing unemployment is a central problem, 9.6% of the active population being unemployed. In some countries, 

youth unemployment rate may reach 40%. It is estimated that about 80 million citizens are living below the poverty 

threshold in Europe. 

European Parliament adopted a resolution that summarizes the main limitations of current financing system
3
, such 

as: 

- A system in which about 70% of EU’s income is not coming from its own resources, but directly from the 

national budgets through resources based on GNI and 15% from the VAT-based resource that can not be 

considered a Community genuine own resource; 

- The existence of the EU contributed to further increase of intra-communitarian trade and "welfare" in the 

Member States, which is why the EU is fully entitled to apply a system of Community’s genuine own 

resources and not one fed by national contributions; 

- The notion of "membership fee" led to a discussion focused on the limited vision of the net contributor, not 

taking into account the benefits of European Union in area such as peace, freedom, prosperity and security in 

the Member States, despite that the term "net balances" shows significant deficiencies and technical 

evaluations allows only approximate evaluations; 

- Neither the revenue side ("Rotterdam effect"), nor the expenditure side ("Luxembourg effect") of the net 

balances fully reflect the reality; 

- The current system of own resources based on Member States’ contributions is both unfair to the citizens, 

and undemocratic, and do not contribute to strengthening the commitment to European integration; 

- The current EU system can not provide sufficient funds for all its policies; 

                                                 
1 This paper is suported by the sectorial Operational Programme Human Resources Development  (SOP HRD) 2007-2013, 

financed from the European Social Fund and by the Romanian Government under the contract number SOP HRD/89/1.5/s/61755, 

Project “Spode”. 
2  Communication of the Commission to the European Parliament, Council, European Economic and Social Committee and 

Committee of the Regions, Brussels 12.01.2011. 
3 European Parliament resolution of 29 March 2007 on the future European Union's own resources (2006/2205 INI), P6_TA 

(2007) 0098. 
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- It happens for a country to officially finance only the policies of its own interest, which could mark 

negatively the values that have characterized the EU's success over the last 50 years; 

- The current system, with four different resources and different mechanisms of deductions, whether general 

or in favor of one or another of the Member States, is too complex, lacks transparency and is difficult to 

understand for Europeans. 

 

2. Priorities of Europe 2020 Agenda 
European states should decide to consolidate public finance, reform the financial sector and implement structural 

reforms. 

This is why the European Council adopted the Europe 2020 Strategy that aims ambitious objectives for a new growth 

path
4
 (increase the employment rate and the levels of investment in research and development, achieve the objectives 

in climate change and energy, increase the number of graduates of tertiary education or equivalent and reduce early 

school leaving, promote social inclusion by reducing poverty). 

Commission’s goals are translated into concerted actions in three areas, representing the necessary preconditions for 

macroeconomic growth: 

- The need for rigorous fiscal consolidation in order to strengthening macroeconomic stability: strong action should 

be taken to reduce unsustainable debt. Member States, especially those subjected to excessive deficit procedures 

should take concrete measures to maintain a growth rate of public expenditure below the GDP growth rate in the 

medium term, except for public spending that contributes to sustainable growth in research and innovation, education 

and energy. 

- Labor market reforms for increase employment rate: this is one of the five objectives of Europe 2020 Strategy 

(employment rate of 75% by 2020); it should undertake a series of measures aimed at enhancing the attractiveness of 

work. 

Pension reform is also needed to achieve fiscal consolidation. A first step is to increase the retirement age (related to 

life expectancy), together with reducing early retirement opportunities, encouraging lifelong learning and giving 

incentives to hire the older workers. 

Giving incentive for the return of unemployed to the labor market, together with concrete measures to reduce benefits 

dependency and the compulsory requirement for unemployed to attend the training/ retraining courses, could also be 

part of the same idea. 

- Measures to stimulate growth. Important structural reforms are needed to increase research capacity and innovation, 

to make products or services to better meet market demand with high growth. European single market can be itself a 

source of growth. 

Among the most effective measures of growth incentive, it is noted the Commission's initiative for issuing EU bonds 

(Eurobonds), which combine public and private funding for making large investments, especially in areas such as 

energy, transport and ICT. These innovative financing tools will be included in the proposals for the next multiannual 

financial framework. 

In order to facilitate the access of SMEs and innovative new created enterprises to funding, the EC will present 

proposals to allow the venture capital funds established in a Member State to operate freely anywhere in the EU and 

to eliminate tax obstacles still existing in cross-border activities. 

Ensuring access to energy at reasonable cost is a key element for economic growth - which shows the need to 

implement policies aimed at energy efficiency, with obvious consequences in creating new jobs (in services and 

construction). 

Applying these measures will certainly have a positive effect on fiscal consolidation, as it will obviously generate 

higher fiscal revenues and lower social spending, with positive consequences on avoiding risks of macroeconomic 

imbalances. 

 

Europe 2020 priorities are
5
: 

Smart growth - involves improving EU’s performance in the following areas: education (encouraging learning and 

improving skills), research and innovation (creating new products and services to enhance economic growth and 

new jobs and to help us meet social challenges), digital society (information and communication technologies). 

Sustainable growth - aims to develop a more competitive, cleaner and more efficient economy in terms of resource 

use. The objective is to reduce 20% by 2020 the emissions of greenhouse gases as compared to 1990 levels. 

Inclusive growth, which aims to develop an economy with a high rate of employment, ensuring economic, social and 

territorial cohesion. 

Economic governance - shows that many European countries face fundamental issues and trends that are 

unsustainable on the long run, when there is a strong interdependence between EU economies. 

                                                 
4 Communication of the Commission to European Parliament, Council, European Economic and Social Committee and Committee 

of the Regions, Brussels 12.01.2011 
5 http://ec.europa.eu/europe2020/targets/eu-targets/index_ro.htm 
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For Romania, the Europe 2020 objectives can be illustrated by the following figures: employment rate: 70%; 

research and development expenses 2% of GDP; reducing CO2 emissions by 19%; renewable energy: 24%; energy 

efficiency - reducing energy consumption: 10 Mtoe; early school leaving: 11.3%; tertiary education: 26.7%; reduction 

poverty risk or social exclusion with 580,000 people. 

 

3. Directions of reformation the next multiannual financial framework post 2014 

Lisbon Treaty recognizes and gives Multiannual Financial Framework (MFF) a legally binding. Article 312 of the 

Treaty on the functioning of the EU confirms that MFF "will guarantee a regular evolution of EU spending and in the 

limits of its own resources" and that "the EU's annual budget will be in accordance with the Multiannual Financial 

Framework", laying the foundation for financial discipline. 

In developing the new MFF 2014-2020, the Commission took into account the point of view of the European 

Parliament that "freezing the next MFF in 2013 [...] is not an option [...] (and) [...] for the next MFF is needed at least 

a 5% increase in resources"
6
. 

Commission proposed a major simplification of the discounts problem and corrections. Attempts to balance the 

disparities between payments made by Member States to the EU budget and receipts from various EU spending 

policies cause budget distortions and affect its ability to provide added value. In accordance with the European 

Council in Fontainebleau in 1984, the Commission has proposed to cap the contribution to those Member States 

which otherwise would face an excessive budgetary burden in relation to their relative prosperity. 

Directions of MFF reform proposed by the European Commission are: 

a) Regarding the allocations: 

- Achieving a consensus on the funding needed to implement the Europe 2020 Strategy; 

- Supporting the implementation of economic policy coordination measures in the context of the European 

Semester; 

- Implementing the principle of solidarity (cohesion orientation, migration, energy security, etc.). 

b) Regarding the incomes: 

- A level of 1.05% of GNI in appropriations for commitments and 1% in appropriation for payments; 

- Finding of own funding resources of BUE and reducing the contributions based on GNI; 

- Providing additional funding for the possible expenses besides MFF of 0.02% and 0.04% for possible charges 

besides BUE for crisis and emergency. 

The structure of the future MFF 2014-2020 proposed by the Commission is designed to ensure increased flexibility. 

The novelty to the current MFF 2007-2013 is that of "sub-ceilings ". 

The own resource from VAT, statistically determined, will be eliminated in 2014, by introducing two new 

resources: financial transaction tax from 1 January 2018, at the latest, its maximum share will be determined after 

consultation and communitarian VAT - maximum rate of 2% will be applied only to products subject to VAT at the 

standard that MS. New resource VAT will be introduced throughout January 2018, at a rate of 1% effective. 

Commission proposed 5 new tools besides the Multiannual Financial Framework for ensuring a greater flexibility: 

Emergency Aid Reserve, Flexibility Tools, the Solidarity Fund, Globalization Adjustment Funds; Creating an 

instrument for crisis management in agriculture. 

The purpose of the Multiannual Financial Framework post 2014 is mainly the following: 

- Financing EU policies for which funding may be provided entirely by the Member State; 

- Compliance the solidarity principle by providing support to less developed regions; 

- Financing of intervention to complete the creation of the EU single market; 

- Ensuring synergies and economies of scale by facilitating cooperation and identifying common solutions to 

problems that MS can not find alone answers; 

- Providing a response to current challenges - environment, climate change, humanitarian aid, demographic 

and cultural changes. 

MFF principles after 2014 are: focusing on key policy priorities, focusing on value added at EU level, focusing on 

impact and results, providing mutual benefits across the EU. 

4. Romania's priorities in MFF negotiating post 2014. Assumptions on BUE funding 

Romania's major objective in the context of negotiations for the future financial contribution to the EU budget is to 

improve the position of net recipient in the financial relations with it. It should be a major concern to increase the 

efficiency of accessing European funds, so that existing gaps can be reduced as compared to the other Member States. 

Regarding the policies funded from EU budget, Romania's interest is that also in the future an important share in the 

EU budget to be held by the two main Community policies that we benefit, namely the Cohesion Policy and Common 

Agricultural Policy. 

Regarding the income component of the EU budget, the current economic framework in which our country is placed 

claims for maintaining the EU budget as close as to current levels. 

                                                 
6 European Parliament resolution of 8 June 2011 on investment in the future: a new multiannual financial framework (MFF) for a 

competitive, sustainable and inclusive Europe. 
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Possible new own resources to finance BUE (financial transactions tax and communitarian VAT) taken into account 

by the Commission require careful consideration from the Romanian authorities, as can be generated negative effects 

on economic growth. 

Introduction of a new own resource could help to reduce the so-called "national contributions" of Member States to 

the EU budget. 

5. Romania's goals on allocations from BUE for Cohesion Policy and Common Agricultural Policy in 2014-

2020. 

Cohesion policy - solidarity and investment for sustainable growth and employment (smart and inclusive growth). 

Romania's position is to support the funding of this policy at least at the same level for the programming period 2014 

- 2020, as well, although there are a number of conditionalities arising from budgetary pressures that constrain the 

cohesion policy. Lately it has been taken some measures to speed up the implementation pace of operational 

programs and absorption of structural funds (guarantees for local authorities, support to micro-entreprises, etc). 

To increase effectiveness of EU expenditure, the Commission proposed to set a common strategic framework for all 

Structural Funds of Europe 2020 targets for transposition into investment priorities, resulted in a contract of 

partnership with each Member State. It wants to link with national reform programs, stability and convergence 

prepared by Member States. Partnership agreements will provide clear objectives and indicators, will establish a 

limited number of conditionalities and will include a commitment to submit annual progress through annual reports 

on cohesion policy. Thus, funding will be focused on a limited number of priorities, namely competitive regions and 

transition regions will dedicate budgetary allocations, except for the European Social Fund, for energy efficiency, 

renewable energy, SME competitiveness and innovation, while convergence regions would devote the budgetary 

allocation to a wider range of priorities. 

Another novelty is that in order to encourage the achievement of objectives Europe 2020, 5% of the reserved 

cohesion budget will be allocated for Member States or regions that have respected the reference indicators 

regarding implementation of programs related to Europe 2020 objectives. 

Common Agricultural Policy (CAP) is one of the most important EU policies. 

Commission's proposal reduces by about 6% agricultural budget in the general budget, as it seeks to ”freeze”' the 

allocations for CAP at the current level of  MFF, namely to 371.7 billion euro, or 386.9 billion euro, if funds are 

added to food security, disadvantaged persons, crisis management, globalization fund, research and innovation for 

food security, bio-economy and sustainable agriculture. 

It requires a detailed analysis of the proposal for greening of direct payments as the Commission initiative aims to set 

a percentage allocated for greening. Inherent risk is that of increasing bureaucracy. 

Setting a ceiling for greening must take into account the potential of this system to give farmers real economic 

incentives for production methods more environmentally friendly. 

Commission wants to make a more equitable distribution of direct aid between Member States through the 

mechanism of direct payments convergence. This requires a redesign of the criteria used, to be accepted by all 

Member States. An example would be the giving up of historical references and the replacement with criteria that 

take into account of utilized agricultural area and livestock, as well as rural population, employment, etc. 

In the case of the ceiling proposal of direct payments, it should follow the application of a threshold as high as 

possible as the number of acres potentially excluded from direct payments to be moderate, and this measure should 

not affect the merging process of agricultural lands that is fully developing in Romania. 

Another Commission's proposal focuses on rural development, so it wants to introduce a number of conditionalities 

for consolidation and guarantying rural development policy. The proposal is supported by the Romanian authorities, 

but is nevertheless desirable to maintain a limited level of conditionalities. 

The budget of the Common Fisheries Policy (CFP) 

CFP must continue the financial support in a better form adapted as good as possible to real needs of the sector, with 

clearly outlined objectives that integrates all relevant aspects to achieve efficient and sustainable development of 

fisheries, to ensure balance between socio-economic and environmental issues. 

PCP continues to be an important policy at Community level, while the EU is the second fisheries world power after 

China. 

6. Application of "Digital Agenda for Europe" Strategy 

Digital Agenda for Europe is one of the seven flagship initiatives of Europe 2020 Strategy and aims to define the 

essential key driving role that information and communication technology (ICT) will have to play in achieving 

Europe 2020 objectives. 

The objective of this Agenda is to draw a road map in order to exploit the social and economic potential of ICT, 

especially of the Internet, which is a vital support of economic and social activities, be it business, work, play, to 

communicate and express ourselves freely. Successful implementation of this Agenda will stimulate innovation and 

economic growth while improving quality of life for everyday citizens and businesses. 

ICT sector directly generates 5% of European GDP and has a market value of 660 billion euro annually, but with a 

much larger contribution to overall productivity (20% directly from the ICT sector and 30% of ICT investments). 
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This is due to the high level of inherent dynamism and innovation of this sector and its role of changing engine that 

this sector plays with regard to the operation mode of other sectors of the economy. 

The ICT sector is currently characterized by: fragmented digital market, lack of interoperability, increasing risk of 

cyber crime and low trust in networks, lack of investment in networks, insufficient efforts in research and innovation, 

low level of “digital literacy” and lack competence in the field. 

Digital Agenda requires an ongoing commitment from the EU and Member States, including the regional level. 

Digital Agenda action areas 2020 are: a dynamic digital single market, interoperability and standardization, trust and 

security, fast and ultra fast internet access, research and innovation, increasing digital literacy, digital skills and 

inclusion. 

7. Specific budget allocation focused on preventing and fighting climate change and environmental protection 

Modernization and development environmental infrastructure should be a high priority for Romania. Major 

investments are needed in wastewater treatment and ensuring proper sewage systems, drinking water to households, 

development of recovery facilities, recycling and waste treatment, erosion control, biodiversity protection and 

conservation, etc. 

By correlating rural development policy with action on climate change it can be created the necessary premises for 

development of ecological agriculture more environmentally friendly. 

8. News on common policy regarding education, culture, research and innovation, justice, civil protection and 

migration 

European Commission proposed a set of measures aimed at simplifying and streamlining the next generation of 

programs in education, training and youth. 

Europe's cultural component development is a priority in the Commission's view. Supporting this phenomenon in the 

future cohesion policy is important by the role in reducing disparities between regions, increasing tourist 

attractiveness by its cultural-historical and ethno-folk patrimony. 

Increasing the allocation funds devoted to programs for justice sector will lead to a substantial contribution to 

European policy objectives post Stockholm and also of national targets. 

Civil protection benefits of renewal of applicable financial instrument, seeking this way the financial support of 

activities aimed at disaster management. 

In the area of migration and European security space, European Commission aims to simplify the financial structure 

by reducing at two the number of financial programs. Of these financial programs it must be supported the funding 

activities aimed at: border security, fighting serious and organized crime, cyber crime, fighting terrorism, ensuring 

stronger European capabilities for response, etc.. 
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