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he famous thought of James Frick “Don’t tell 

me where your priorities are. Show me where 

you spend your money and I’ll tell you what 

they are”1 applies quite precisely to one of the most 

intensely discussed topics, related to the future of 

the European integration - the multiannual financial 

framework of the European Union for the period 

after 2020. 

In July 2017 the European Commission 

published a Reflection paper on the future of EU 

finances. According to this Reflection paper, the next 

multiannual financial framework will need to “fund 

more with less”. This should happen at a time when 

the budget of the EU is decreasing due to the 

withdrawal of the United Kingdom, while on the 

other hand, the EU is being increasingly pressured to 

do more for the stimulation of employment and 

growth, to improve the management of the 

Eurozone, to strengthen the security and the military 

cooperation, to manage the migrational influxes and 

to cope with the climate change. 

In response to the Reflection paper of the 

Commission, on 24 October 2017 the European 

Parliament adopted a resolution on the Future of EU 

Finances. In this resolution the European Parliament 

presented the view that the EU budget in its current 

size is insufficient to meet effectively the challenges 

facing the union, and pleads not only for a budget 
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increase but also for more flexibility in the use of 

funds. 

The European Commission also started a 

public consultation on the subject of European funds, 

which has been running from 10 January until 8 

March 2018. In the meantime, a number of 

conferences dedicated to the fundamental issues in 

regard to the future of the European budget were 

conducted. The final one - „Shaping Our Future - 

Designing the Next Multiannual Financial 

Framework“, organised by the European Political 

Strategy Centre - the think tank of the European 

Commission, took place on 8 and 9 January 2018 in 

Brussels. The next conference dedicated to this 

subject will take place on 9 March 2018 in Sofia 

before the meeting of the Economic and Financial 

Affairs Council. 

These intense discussions, as well as a series 

of studies requested by the Commission, are needed 

to “scratch the surface” and feel the moods of the 

Member states in regard to the budget changes, so 

that the European Commission can prepare a 

realistic and feasible proposition for the multiannual 

financial framework after 2020. A number of new 

ideas have been formulated which the Commission 

aims to launch in advance, in order to see the 

reactions not only from the Member states, but also 

from society. Only after feeling their pulse, the 

European Commission will prepare a final proposal 

for the multiannual financial framework. This 

proposal is expected to be presented in May 2018, 

and the concrete discussion should start immediately 

after that, during the Bulgarian Presidency.  

What are the main issues and what 

propositions of the European Commission 

crystallized from the discussion so far? 

1. How to fill in the “gaps”? 

It is commonly known that the withdrawal of 

the United Kingdom from the European Union will 

leave a “gap” of approximately 12-13 billion euros in 

the revenue of the EU annual budget, which 

practically means that if no changes are made in the 

multiannual financial framework, the EU budget will 

be smaller after 2020. The need to fill in the gap, 

however, seems inevitable, as the tasks that require 

resolution on the EU level also grow - security, 

defence, border control, fight against terrorism. At 

the same time, the need for convergence, increased 

competitive power, support for the agricultural 

producers, stabilisation of the Economic and 

Monetary Union, but also cooperation and support 

for countries which are preparing for membership in 

the Eurozone persists. The conclusion is that more 

activities need to be performed with less funds. But is 

this practically possible? 

The European Commission suggests that the 

“gap”, which will be left after Brexit, can be filled in 

by the approach “50/50”. What is the practical 

meaning of this proposition - on the one hand, to 

make savings through a decrease in the funding for 

certain activities and programs, which figure in the 

current budget, and which will cover part of the 

shortage, and on the other hand, to increase the 

budget revenue through a flow of “fresh money”. 

This 50/50 proportion concerns the already existing 

policies and programs. 

For the newly emerging tasks such as 

defence, border control, fight against terrorism etc. 

the proposal of the Commission is a 20:80 proportion 

- 20% from the necessary means to come from 

savings, and 80% - from “fresh money”, namely from 

increase in the EU budget revenue.  

With this proposal the European Commission 

makes a curtsy to the two main groups of countries - 

the net contributors receive the desired more 

effective spending, while the net recipients receive 

the assurance that they will not be deprived from the 

reduction of the funds, especially in regard to the 

Cohesion policy. 
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Here, of course, arises a more specific 

question - from which areas exactly should we save, 

or in other words, what expenses should be cut down 

in the future, so that the results expected by the 

European citizens can be achieved. The European 

Commission proposes a 5% reduction in the funds for 

the Common Agricultural Policy and the Cohesion 

Policy, so that each of the two policies has 30% of 

the EU budget at their disposal (instead of 35% of the 

EU budget, as it is today). 

This is how another important question 

arises - will the traditional European policies be 

replaced by the need to solve pressing and urgent 

issues? Coping with the new challenges that the EU is 

facing, mentioned above, clearly requires additional 

funds. In other words, will these needed funds be 

ensured at the expense of the traditional policies - for 

example, the Cohesion Policy and Common 

Agricultural Policy and will this not result in more 

contradictions between the Member states? The 

proposed 5% reductions seems reasonable but not 

sufficient. A higher percent would provoke the 

dissatisfaction of the poorer countries in the EU. 

Additionally, considering the conducted discussions, 

the European Commission suggests that the funds 

for two of the existing European programs should 

not only not be reduced, but on the contrary, be 

increased during the next financial period - these are 

the program for Education, Training, Youth and 

Sport “Erasmus +” and the program for Research and 

Innovation “Horizon 2020”. Apparently, there is a 

need for additional finances - namely, fresh money 

for the new activities, if the will for their successful 

implementation is indeed in place. This requires an 

increase in the budget revenue.  

2. How to determine which projects have a 

European added value? 

This is the next question which the European 

Commision tables for discussion. The problem is that 

there is a certain desire to only include programs and 

projects which have a clear European added value, 

but at the same time there is no universal 

understanding in regard to the essence of the 

European added value. For some of the projects 

related to the cross-border infrastructure, it is 

obvious, but in other cases there are contradictions 

whether the funding, for example, for internal 

infrastructure has a European added value and 

whether funds from the EU budget should be used 

for its realisation.  

In his speech during the Conference on the 

Multiannual Financial Framework on 8 January 2018, 

Oettinger, the Commissioner responsible for the 

budget, argued quite convincingly the standpoint 

that the support for the poorest countries in the EU is 

a necessary condition for the achievement of 

stability and competitiveness in the entire European 

Union. “I do not know whether we will still need 

Cohesion policy in 2050 but certainly in the next 

decade this is necessary, if we want to remain 

competitive and make a wise choice”. This should 

also be the Bulgarian position during the 

negotiations. The disputes on this matter, however, 

will be intense, and a consensus will be possible only 

through compromises. 

3. How to resolve the “net contributors” 

and “net recipients” dilemma? 

The contradiction between the countries - 

net contributors and the countries - net recipients is 

in fact nothing new. Let us look back at the 

negotiations for the financial framework 2007 - 2013 

and remind ourselves that they were preceded by a 

letter from six Member states - net contributors to 

the budget (Austria, Germany, Netherlands, Sweden 

and the United Kingdom), which insisted that the 

budget is not larger than 1% of the gross national 

product of the EU. Prior to the negotiations for the 

current financial framework 2014 - 2020 there was 

again a letter - this time coming from five Member 

states - Germany, France, Netherlands, Finland and 
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the United Kingdom, which on top of the classical 

request for smaller expenses, insisted also for “better 

spending”. 

The crises exposed the problems related to 

the competitiveness and the management of funds, 

and the weaknesses in the growth models, followed 

by countries such as Spain, Portugal, Greece and 

Ireland during the last decades. This provoked 

doubts about the effectiveness of the European 

financing for increased competitiveness, as well as 

suspicion for fraud and misuse of European funds in 

some Member states. Exactly because of this 

suspicion, Oettinger, the Commissioner responsible 

for the budget, supports the implementation of 

intelligent financial transfers, which countries like 

Bulgaria can take advantage of. It is early to say what 

will these intelligent financial transfers look like, but 

they will definitely be related to specific 

requirements, conditionality, and strict discipline. 

Dividing the countries into net contributors 

and net recipients and opposing them to each other, 

especially when done by populists, creates 

difficulties in the discussion and adoption of the 

financial framework. The question of the so-called 

“fair return” usually arises here - namely, how much 

of the provided funds actually return to the country 

through EU programs. A number of factors, such as 

the advantages to the richer and more competitive 

countries resulting from the possibility to trade freely 

in the single market, however, are not taken into 

consideration, as well as the fact that part of the 

means, granted though the structural funds, are 

being spent on goods supplied namely by these 

competitive countries. It then becomes reasonable to 

ask the question - do only the countries that receive 

means through the structural funds benefit from 

them, or the advantage is in a certain way being 

shared also with those, who are net contributors? All 

of the above should be explained to the citizens, in 

order to ensure that the populists claims that the 

South lives on the toil of the North, and other similar 

ones, do not flourish. 

4. Should the contributions of the Member 

states be increased?  

The disputes concerning the ceiling of the 

contributions of the Member states to the budget are 

always long and intense. As an illustration, we can 

point to the “hard bargaining” over the financial 

framework 2007-2013. The European Commission’s 

proposal suggested that funds for the period 2007-

2013 amounted to 1,14% of the gross national 

income of the EU. Because of the disagreements 

between the countries - net contributors and the 

countries - net recipients, even the compromise 

suggestion of the Luxembourg Presidency for 1,06% 

of the gross national product of the EU, was not 

accepted. The successive British Presidency came up 

with a new proposition - 1,03%, which was rejected 

by the new Member countries with the argument for 

a decrease is the expected financial support for their 

economies. Finally after 17-hour negotiations on 15 

and 16 December a political agreement between all 

Member states was reached for the financial 

framework 2007 - 2013 with a ceiling to the budget of 

1,045% of the GNP of the EU. As it becomes obvious, 

there are disputes even about the “thousandths”. 

The current financial framework, which was 

negotiated in the period of crisis, amounts to 1% of 

the GNP which led, for the first time in the history of 

European integration, to a decrease in the budget. 

Traditionally the European Commission 

would probably propose a larger size of the European 

budget for the next planned period, especially 

considering the revival of the European economy and 

the appearance of positive attitudes for an increase 

in the instalments among the Member states. Even 

Estonia declared that it is ready to become net 

contributor to the budget. Commissioner Oettinger 

pointed to an interesting number - 1,1X%. What will 
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be the hundredth figure - whether it will be 1 or 9, it 

is not clear yet.  

Other opportunities for financing the EU 

budget, besides the already existing ones, are being 

sought. There are many propositions - imposing a tax 

on the financial transactions, income from trade with 

carbon emissions, a tax on the plastic, a resource 

based on the corporate tax, a tax on the carbon 

dioxide release etc. Whether they will be accepted by 

the Member states is another question. Finding new 

sources will not only contribute to the budget but will 

also gradually release it from the pressure of the 

demands for “fair return” of the funds to Member 

states. 

The answers to these questions and many 

more will be sought during the next months. One can 

assume that the negotiations for the financial 

framework will reproduce to a large extent the logic 

and the “fights” for the European budget. We should 

not forget, however, that the political and the 

economic context is slightly more favourable that the 

one in which the discussions on the previous financial 

framework were conducted. Bulgaria as a rotational 

President will need to prepare the ground for 

constructive negotiations on one of the most 

sensitive matters in the European (or maybe any) 

family - the issue of revenue and expenditure. The 

decisions in regard to the financial framework will in 

fact determine the future we have chosen for the 

European Union and what the real priorities of the 

integration are. The conclusion is: “Don’t tell me 

where the priorities of the European Union are, show 

me the financial framework”.  


