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What is the EU budget?
The EU budget is an important tool that puts EU policies into
practice. It finances actions that Member States cannot fund
on their own or which they can fund more economically by
pooling their resources. The EU budget is adopted through
a democratic procedure: it is prepared by the European
Commission (the EU’s executive body) and is then discussed
and agreed by the Council of the EU (representing EU Member
States, including Croatia) and by the European Parliament
(where the democratically Croatian elected representatives
sit). Once adopted, the budget is then managed either jointly
by the EU Member States and the Commission, or directly
by the Commission. In practice, 80 % of the EU budget is
managed by national or regional governments. Through grants,
loans and other forms of financing, the EU budget provides
financial support to hundreds of thousands of beneficiaries
such as students, scientists, NGOs, SMEs, towns and regions.

Where does the money come from?
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Did you know …?
▶▶ The EU budget focuses on overcoming the crisis
by investing in growth and jobs, with projects
helping Croatian SMEs to find business partners
and the new EUR 6 billion fund tackles youth
unemployment in the EU’s hardest‑hit regions.
▶▶ Croatia has been receiving EU funds since 2000 to
help it prepare for EU membership.
▶▶ The EU budget makes sure that Croatian regions fully
develop their potential, for example by modernising
railway lines.
▶▶ The EU finances innovative and ambitious projects,
such as cancer research.
▶▶ The EU budget is YOUR budget: from scientists to
farmers, from train passengers to small businesses, we
all benefit from projects funded by the EU.

The EU budget is largely financed by ‘own resources’ which are
based on three kinds of sources:
▶▶ customs duties on imports from outside the EU and sugar
levies;
▶▶ a small part of value added tax (VAT) levied in the EU;
▶▶ gross national income (GNI): each Member State transfers
a standard percentage of its GNI to the EU. This forms the
largest source of income to the EU budget (76 % in 2012).

This system has been unanimously decided on by EU Member
States for a 7-year period, and ratified by all national
parliaments. It aims to provide a reliable and sufficient level of
revenue for the EU budget, while at the same time taking into

account the Member States’ ability to pay. Each Member State
thus contributes in line with its wealth. The other sources of
revenue for the EU budget include taxes on EU staff salaries,
fines on companies for breaching competition laws and bank
interests, etc. There is no direct EU tax. EU countries remain in
control of their taxes.
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Where does the money go?

Who keeps an eye on EU spending?

Some 94 % of EU money is spent on the various EU policies,
and most of it goes back to Member States. In many cases
the EU budget supports large and complex projects. One of
them is the European Partnership Action against Cancer, where
collective European effort helps to prevent the disease and
find a cure for it. Approximately 6 % of the EU budget is spent
on the functioning of the EU institutions. This is used to pay
for the salaries and pensions of EU employees, translation
and interpretation, security, buildings and IT systems, etc. This
expenditure is necessary in order to allow the EU to work.

The Commission has put into place robust internal control
measures in order to ensure that funds are spent efficiently
and effectively. As 80 % of the EU budget is managed by
national or regional governments, Member States also play
an important role in ensuring that the rules are observed,
and in detecting and addressing irregularities and fraud.
Additionally, the European Court of Auditors reviews the EU
accounts every year. For several years the Court has confirmed
that the EU accounts are properly kept, but also points
out errors in procedures (e.g. accounting errors by national
programme participants or claims for non‑eligible costs). Errors
do not mean that EU money is lost, wasted or affected by
fraud. A large part of the money spent in error is recovered.
In addition, the European Parliament approves how the
Commission has spent the budget following the end of every
financial year.
If you want to see which entities have received EU funding,
the financial transparency system will show you which entities
have received payments from the EU budget.

Expenditure by Member State in 2012 (in million EUR)*
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The EU multiannual framework
2014–20 in brief
Although the EU budget is adopted every year, it must be
established within the limits of the multiannual financial
framework (MFF). The MFF is an expenditure plan setting
maximum annual amounts which the EU can spend in different
fields of activities over a 7-year period. It therefore shapes the
EU’s political priorities for 7 years.
For the 2014–20 funding period, the EU wants to meet the
targets of the Europe 2020 growth strategy, focusing on
what Europe needs in order to overcome the economic and
financial crisis and concentrating on areas where it can make
a genuine difference. Some of the Commission’s proposals for
radical reform were watered down by Member States but very
important changes remain. Key elements of the 2014–20 MFF
include:
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Too many EU civil
servants?
There are around 55 000 EU civil servants and
other employees serving 508 million Europeans
and countless people in need around the world.
By comparison, the German Finance Ministry
alone employs more people than the European
Commission’s services responsible for financial affairs,
taxation and budget (1 850 v 1 542). Furthermore,
in order to adapt to the harsh economic situation in
Europe, the EU institutions are also cutting costs: the
Commission’s wide‑ranging staff reform is expected
to save HRK 60.9 billion — EUR 8 billion — by 2020,
reducing its staff by 5 %, while at the same time
increasing its working hours.

▶▶ a focus on growth, jobs and competitiveness with
increased investment in education and research, and a new
Connecting Europe Facility fund to boost pan‑European
infrastructure projects for transport, energy and for information
and communication technologies;
▶▶ a higher quality of spending thanks to simpler rules for EU
funds, a clear focus on investments producing tangible results,
as well as the possibility of suspending EU‑funding if a country
fails to implement sound economic and fiscal policies;
▶▶ a reformed common agricultural policy for a more
competitive and environmentally friendly European agriculture;
▶▶ the fight against climate change as a key component of all
major EU policies and devoting 20 % of the 2014–20 MFF to
actions against climate change;

▶▶ solidarity with the poorest EU countries and regions by
concentrating the largest portion of regional funding in those
parts of the EU and by introducing a new youth employment
fund;
▶▶ reduced administrative expenditure growth thanks to cuts
in staffing numbers at European institutions.
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The EU budget and Croatia

The EU budget in 2012
The EU as a global player

Croatia has been receiving EU funding since it was declared
a potential EU candidate in 2000. The pre‑accession funding
aimed at making political and economic reform easier in
Croatia, in order to prepare the country to align with EU
standards and legislation and to manage EU funds. The
country had also been participating in some EU programmes
such as the European programme for research and the student
mobility programme, Erasmus. Since it entered the EU on
1 July 2013, Croatia now has full access to the whole range of
funding available to EU Member States from the EU budget.
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Unlike Croatia’s budget — or any other national budget —
the EU budget does not fund defence expenditure or social
protection, but is mostly investment spending. For example, as
the development of an effective transport network is essential
to a successful economy, the EU contributed HRK 219.3 million
(EUR 28.8 million) to modernise a Croatian section of the
Zagreb to Belgrade railway.
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The EU and national budgets serve different, yet
complementary purposes. The EU budget targets areas where
EU money can generate added value. For example, a project of
such magnitude as the European satellite navigation system
Galileo could not be financed by a single Member State alone.

The EU budget v national expenditure
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Operating budgetary balance 2012 (% of GNI)*
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Operating budgetary balance: the difference between what a country receives from and pays into the EU budget. There are many possible methods of calculating budgetary balances. In its financial
report, the Commission uses a method based on the same principles as the calculation of the correction of budgetary imbalances granted to the United Kingdom (the UK correction). It is, however, important
to point out that constructing estimates of budgetary balances is merely an accounting exercise of the purely financial costs and benefits that each Member State derives from the Union and it gives no
indication of many of the other benefits gained from EU policies such as those relating to the internal market and economic integration, not to mention political stability and security.
*Croatia entered the EU on 1 July 2013

Croatia is one of the EU Member States which receives more
from the EU budget than it contributes, and this will remain so
throughout the next budgetary period (2014–20). Bear in mind
that this net balance does not accurately reflect the many
benefits of EU membership. Many of them, such as peace,
political stability, security and freedom to live, work, study and
travel anywhere in the Union cannot be measured. Some of
the many achievements of the EU for the benefit of its citizens
include cheaper mobile charges, cheaper air travel and access
to European health services.
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Regional policy and fisheries
For the moment they constitute the largest share of EU
expenditure in Croatia. Regional policy aims at reducing the
economic, social and territorial disparities between Europe’s
regions. Regional funds invest in a wide range of projects
supporting job creation, competitiveness, economic growth,
improved quality of life and sustainable development. For
example, EU funds are improving water supply and sewerage
systems in Slavonski Brod and providing training to people
with disabilities in Cakovec.
The European Fisheries Fund provides funding to the fishing
industry and coastal communities to help them adapt to
changing conditions in the sector and become economically
resilient as well as ecologically sustainable.
The rest of the funding aims at helping Croatia to modernise
its border management with a view to joining the Schengen
area and strengthening its administrative and judicial capacity.

Did you know that
agriculture is the only
policy funded almost
entirely by the EU?
That is why it represents a large proportion
of the EU budget. It is also less costly for EU
countries as a whole than implementing 28 different
national policies. The common agricultural policy
has undergone a major reform, whereby its share
of the EU budget has fallen from 70 % in 1985 to
around 40 % today and is set to continue falling to
33 % in 2020. A new reform which comes into force
in 2014 further strengthens European agricultural
competitiveness, making it more environmentally
friendly and reducing the gap for countries receiving
less money than the EU average.
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EU projects near you
Infrastructure and transport
A BETTER RAILWAY BEFORE ACCESSION
The restructuring of the Vinkovci to Tovarnik section of the
Zagreb to Belgrade railway is part of a broader sustainable
development strategy to improve connections between
Croatian regions, create a ‘cross‑border effect’ with the
neighbouring countries of the region and ultimately bring
those countries closer to the rest of Europe. It will result in
a speed capability of 160 km/h and will considerably improve
the safety of rail and road traffic. (EU funding: HRK 219.3
million — EUR 28.8 million — via the instrument for structural
policies for pre‑accession (ISPA))

Agriculture and rural development
ENHANCING TOURIST SERVICES ALONG THE MURA RIVER
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with other types of tourism, such as cultural and water sports
activities. Activities will culminate in the joint organisation of
the first ever ‘Alps — Mura Fishing Festival’ in the summer. (EU
funding: HRK 140 830 — EUR 18 493)

Education and culture
A RESEARCHER’S NIGHT
On 27 September 2013, the Researchers’ Night project took
place in the three largest cities in the Republic of Croatia:
Zagreb, Split and Rijeka, with a special focus on ‘Science and
technology in service of life and health’. The main objective of
this project was to provide the wider public the opportunity to
meet young, outstanding researchers. In addition, various other
competitions, science demonstration shows, carnival parades,
marathons, exhibitions and projections took place. (EU funding:
HRK 342 689 — EUR 45 000)

Research and development
REVOLUTIONARY NEW MATERIAL (17 EU COUNTRIES)

A project has gathered people from Hungary, Slovenia and
Croatia to coordinate and enhance the fishing tourism offered
along the Mura River. The partners aspire to establish new/
improved fishing tourism services, notably by linking fishing

Graphene is set to become the wonder material of the
21st century, becoming as important as steel or plastic. Key
applications include fast electronic and optical devices, flexible

A researcher’s night

Revolutionary new material

10

THE EU BUDGET IN MY COUNTRY — CROATIA

electronics, functional lightweight components and advanced
batteries. The graphene project brings together academic and
industrial research groups, including Institut za fiziku Zagreb, to
investigate and exploit the unique properties of the material.
(EU funding: HRK 411 million — EUR 54 million)

NEW LEAD ON STROKE TREATMENT
Scientists from university hospital Sestre milosrdnice are
taking part in an EU‑funded research project investigating
a new treatment for strokes. The new technique involves
cooling the patient’s brain and could significantly reduce the
number of stroke‑related deaths and disabilities. (EU funding:
HRK 83 million — EUR 10.9 million)

Energy and environment
AUTONOMOUS FIRE‑FIGHTING ROBOTIC VEHICLE
EU researchers in Croatia, Greece and Spain have designed
an unmanned fire‑fighting vehicle which will be able to fight
efficiently against fires in hazardous environments, particularly
where fire‑fighters are highly jeopardised. It will be able to
enter into the heart of fires, operate and recognise different
objects, especially people, fight fire and remove flammable
or dangerous materials. (EU funding: HRK 6.1 million —
EUR 803 315)

Did you know?
The EU invests HRK 1 371 million
(EUR 180 million) per year in cancer research.
A major share of this budget is used to
encourage key players from across Europe and
beyond to join forces in collaborative research projects,
to find new ways to fight cancer and help patients.

Did you know?
Croatia received HRK 9.1 million
(EUR 1.2 million) from the EU Solidarity Fund
to help it recover from the severe floods of
September 2010. Following the serious flooding
of November 2012, the Commission proposed an aid
package of HRK 1.83 million (EUR 240 000) to meet
the cost of emergency operations.

MINIMISING FOREST FIRE RISKS FOR TOURISTS
(MIRTO): A PROJECT BETWEEN ITALY, CROATIA,
FRANCE AND GREECE
The European Commission funded a project called MIRTO
aimed at raising awareness towards forest fire risks and
preparing people to cope with emergency situations in
Croatia, France Greece and Italy. The target population was
tourists and tourist operators. Information materials, including
handbooks for summer‑camp visitors, holiday house owners,
and an information video broadcast on ferries connecting
the Mediterranean islands were produced and distributed
in different languages. (EU funding: HRK 2.33 million —
EUR 306 562)
More energy efficiency in the Adriatic and its neighbouring
countries (Italy, Slovenia, Greece, Albania (co‑promoter),
Croatia, Bosnia Herzegovina, Serbia and Montenegro)
The Alterenergy project promotes energy sustainability in the
small communities of the Adriatic area and in its neighbouring
countries by advocating energy efficiency and the production
of energy from renewable sources. A feasibility study will be
carried out in some target communities and finally a limited
number of pilot projects will be implemented to serve as
reference models for the whole Adriatic area and beyond. (EU
funding: HRK 95.2 million — EUR 12.5 million)
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IMPROVEMENT OF WATER SUPPLY, REMOVAL AND
TREATMENT
In Slavonski Brod, Croatia, a project to improve water
supply and sewerage systems and construct a waste water
treatment facility is currently underway. The overall objective
of the project is to support environmental investments in the
Danube River Basin, to improve living conditions, protect the
environment and ensure conformity with the EU environmental
standards in the area. (EU funding: HRK 117 million —
EUR 15.345 million via ISPA)
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Did you know?
The EU addresses the common challenges faced
by the countries of the Adriatic‑Ionian region
through better coordination and cooperation via
transnational programmes. Key priorities include,
above all, improving the accessibility of the territories,
the promotion of sustainable development and the
protection of sea, coastal and inland environments.

Job, growth and social inclusion
BOOSTING OPPORTUNITIES FOR DISABLED PEOPLE
The ‘Education for social cooperatives — New opportunities
for people with disabilities’ (ESCO) project has set up training
courses in tailoring, web administration, office management
and book‑keeping, etc. through collaboration with 10
enterprises. The beneficiaries are people with disabilities in
the Međimurje County. In the long term, ESCO hopes to boost
job opportunities for people with disabilities. (EU funding:
HRK 838 597 — EUR 110 120)

YOUTH IN THE LABOUR MARKET
By providing childcare for working parents and jobs for those
setting up and running children’s playgroups, the town of
Pleternica in the Pozega County, aimed to bring a two‑fold
benefit to its local community. The participants, mainly in their
20s, were trained in childcare and pre‑school teaching, and

gained work experience in the newly established playgroups,
thus boosting their self‑confidence as well as their social
status. (EU funding: HRK 720 034 — EUR 94 551)

A FAMILY‑OWNED ELECTRICAL FIRM TO BECOME AN
INTERNATIONAL PLAYER
The Enterprise Europe Network helps companies to start trading
abroad, find partners and access EU funding. Thanks to the
help of the network, GEA Buzet, a Croatian company producing
electrical outlets, switches and related products, has struck a deal
with COIM, from Turin, which makes light switches and related
equipment, and will be supplying parts for assembly in Croatia.
GEA Buzet aims to drastically increase its competitiveness
through this deal. Financed by the EU, the network’s budget is
HRK 2 437 million — EUR 320 million for 2007–13.
All values in national currencies have been converted using
exchange rates from October 2013.
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