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The Budget – who gets what, how and when? 

Agriculture and regional expenditure remain by far the biggest spending blocks. Lisbon gave treaty status 

to the multi-annual planning process – which increased the role of EU parliament. The divide between 

net beneficiaries and net contributors has never been larger.  

The process of budgeting is an intense political affair. In the EU it has become central to debates about 

the EU itself. Winners and losers can be observed with relative ease.  

The budget has been considered many things to different actors: side-payments to ensure support for the 

single market, financing European public goods, and redistribution from rich to poor regions as a means 

of convergence.  

In 2008 EU spending amounted €130bn or 1.03 percent of GNI, whereas domestic budgets in member-

states ranges from 30-40 percent. But the net transfer of funding to countries can amount to anything 

from 2-4 percent. In real terms, however, community expenditure has rapidly increased, particularly under 

the Delors commission. This was considered essential for EMU. 

But given that resources ultimately come from member-states increasing funds for redistribution has 

faced significant political resistance – witnessed in recent months.  

Where does the money come from? 

How are decisions on allocation made? 

The Major Players  

The European council fundamentally shapes the annual budgetary cycle for a 7 year period. The 

commission has the responsibility for drafting the budget but always has the interests of member-states in 

mind. It has usually been an advocate of bigger budgets whereas national governments oppose. ECOFIN 

are primarily concerned with discipline. 

The Politics   

Three phases  

The first was (1973-1988) characterized by conflict over the size and distribution of EU monies and 

institutional battles between the council and EP. The second (1988-2012) has been about increasing and 

consensus. The third (2012-present) period has become increasingly politicised and based on austerity. 

1. The new politics reflected entry of new member-states and spending reflected the priorities 

accorded to CAP. France was the main beneficiary. The UK had nothing to benefit from CAP or 



the new ERDF, set up in 1975, to stimulate economic development. Thatcher managed to win a 

battle on rebates – aimed at clawing back British contributions. The EP rejected the 1980 and 

1985 EC budgets. How do you interpret these conflicts between institutions?  

2. There was a shift away from CAP to regional policies under Delors, and the introduction of 

softer methods of coordination, and the multi-annual financial framework. This was partly driven 

by expansion of EC to Spain, Portugal, and Greece. The unanimity requirement entrenched 

national positions. 

3. After Lisbon there was an attempt to refocus spending on European public goods, particularly 

research and development, and to reflect the new priorities of a significantly enlarged EU. Net 

contributors were unwilling to accept an increase in spending and the UK opposed ending the 

rebate.  

Managing a larger budget  

The recent fallout over the EU budget is perhaps more a reflection of perceived financial mismanagement 

of resources than resources themselves. The court of auditors has regularly drawn attention to this 

financial mismanagement in the commission. This arguably reflects the complexity of managing 400,000 

individual payments within a system that divides responsibility between the commission and national-

public authorities. 80 percent of the budget is managed at national level. 

In 2008 the commission suspended €500m in aid to Bulgaria because of corruption. The Kinnock 

reforms, in particular have enhanced the regulatory framework for sound financial management. But 

given the fragmentation over 27 states – problems persist. 

Has the EU budget been captured by agricultural interests? 

CAP Introduction  

From the 50’s to 70’s CAP was a system to guarantee prices through import levies and export subsides. 

Since then there has been significant agricultural trade liberalisation. Price support has been replaced with 

direct payment to producers. It has also come under pressure for taking up too much of the budget.  

In 2008 total CAP spending represented 43 percent of the EU budget, down from 70 percent in 1980. 

The policy making processes have also significantly changed. Is it driven by the logic of the market, 

national interests or rural development? 

How are we to understand the processes that make up a politically contested policy such as the CAP in 

the context of European decision making? 

From Fragmentation to Compromise  

It was born against, like much EU policy, legal uncertainty and political fragmentation. A compromise 

was reached through intergovernmental negotiations. It had both negative (market for agriculture) and 

positive integrating effects (a common policy to support income). 

Procedural: the council of ministers as the sole legislator. European parliament was excluded. 

Substantive: to modernise farm structures  



The domestic farming interests of the EC6 differed greatly. The capacity to mobilise resources to advance 

their interests was conditioned by a variety of factors. What would we expect these to be? One way to 

approach this question is to consider power in terms of instrumental and structural resources.  

Modernisation co-opted  

In subsequent years intergovernmental negotiations set the CAP on a different course. A policy of price 

support ensured high prices for farmers. Structural reforms remained at national level. A ring-fencing of CAP 

expenditure removed it from purview of the EP. A single logic of market intervention prevailed.  

What explains this priority of market intervention? Some have traced it to Germany’s influence to ensure 

high prices for cereals. Others say it was the exceptionality of the sector. Others traced it to European 

elite wanting support from ordinary framers for the EU project. What do you think mattered most, based 

on what you have learnt from this course so far? Think of it in terms of interests, ideas and institutions.  

In the end divergent interests among heterogeneous member-state preferences converged on the price 

intervention policy.  

Two iron pacts emerged: national states and farmers evolved into powerful national lobby groups, and 

the Franco-German alliance. This created strong veto points for future change – joint decision traps, 

closed networks, domestic interests and rent seeking. 

The Community Method in Agriculture  

The commission proposes and council disposes. The commission of course always anticipates national 

positions. Farms interests simultaneously got locked into the policymaking process in formal and informal 

ways. What are these? 

Unique features of the closed process  

• The density of social interaction among actors: exchanging information, building relationships, 

constructing knowledge  

• Asymmetric representation of interests unmatched by other sectors and interests makes 

agriculture a uniquely Europeanised regime 

• A regressive form of redistribution whereby wealthier farmers receive a disproportionate share of 

CAP payments 

CAP challenged  

Six major reforms in twenty five years – the main change is the introduction of direct payments. 

Two processes of change 

Change from within – policy entrepreneurs and reform from those within agriculture in response to 

global negotiations and trading constraints, usually changing substance  

Change from without – strategy of non-farm elites, usually changing procedures  

Assessing the change  

1. The consensual style of policy-making is coming under strain – increased polarisation in the 

council of ministers  



2. The changing character of national farming administrations – reframing farming issues along the 

lines of environmental policy for example 

3. The cohesiveness of traditional farming interests have weakened – small and large   

4. More activist and confrontational role of the Commission  

5. The introduction and strengthening of a second pillar dedicated to rural-development – co-

financed at national level and more open to different economic concerns  

6. Institutional differentiation has opened more competition for resources  

Conclusions  

Do CAP reforms support institutional arguments of path dependency? 

 


