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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 Cyprus) and by
the European Parliament (where the democratically elected
Cypriot 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.
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Did you know …?
▶▶ The EU budget focuses on overcoming the
crisis by investing in growth and jobs, including
projects helping Cypriot entrepreneurs start
a business, and the new multi‑billion‑euro
fund to tackle youth unemployment in the
EU’s hardest‑hit regions.
▶▶ Although small, the EU budget makes valuable
investments, such as in the renovation of old
Nicosia or the modernisation of the sewage system
in Kokkinochoria.
▶▶ EU funds help the Turkish Cypriot community
prepare for the reunification of Cyprus.
▶▶ The EU budget is YOUR budget: from scientists to
farmers, from universities to small businesses, we
all benefit from projects funded by the EU.

Where does the money come from?
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 interest, 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 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.

The chart below provides an overview of how much the EU
invested in each of its Member States in 2012, and shows
the contribution of European funding to each country’s
wealth. In Cyprus, EU funding represents 0.9 % of the
country’s wealth (GNI).

If you want to see which entities have received EU funding,
the financial transparency system will show you who has
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
the 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:

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 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 Cyprus

The EU budget in 2012

In 2012, Cyprus’s public expenditure amounted to around
EUR 8 billion — that is much less than the EUR 136 billion
EU budget for the same year. However, it represented
47 % of the country’s GNI whereas the EU budget for
27 Member States at that time was roughly 1 % of the
Union’s GNI.

Citizenship, freedom,
security and justice

The EU as a global player
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Comparison of public expenditure in % of GNI
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.
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Unlike Cyprus’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 Cyprus is an island‑nation heavily dependent
on international trade, the development of Limassol port,
co‑financed by the EU, will play a major role in making the
country more competitive.

The EU budget v national expenditure

20 %

EUR 136 billion

EU

In 2012, Cyprus contributed more to the EU budget
than it received from it. Bear also 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. In
addition, European investments are intended to benefit the
EU as a whole, and European funding in one country can
benefit other EU members as well.
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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.

Agriculture and rural development

EU funding in Cyprus (2012)
Administration

The largest area of EU expenditure in Cyprus is agriculture
and rural development. EU agricultural policy supports
farmers and promotes safe and good food, but it also looks
after the environment and stimulates rural economies.
A family‑owned dairy business is just one example of
EU funding in action: the dairy was able to relocate to
a modern building and purchase new equipment, enabling
it to meet the growing demand for its products.

Citizenship, freedom,
security and justice

Growth
and jobs
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Total
EUR 154.5 billion

Regional policy
The second largest share of the money that Cyprus
receives from the EU budget goes to the regional policy.
EU regional policy aims to reduce the economic, social
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Regional policy
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Agriculture and
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and territorial disparities between Europe’s regions and
countries. Regional funds invest in projects supporting job
creation, competitiveness, economic growth, improved
quality of life and sustainable development. Transport
infrastructure and the environment are top priorities for
Cyprus. For example, the EU is helping the country mitigate
climate change by co‑financing the installation of solar
panels on public buildings.

Aid to the Turkish Cypriot community
The EU aid programme for the Turkish Cypriot community
helps Turkish Cypriots prepare for the reunification of
Cyprus, and supports initiatives to build peace and
reconciliation between the two communities. Since
2006, its budget totalled EUR 311 million, with a further
EUR 31 million foreseen for 2013. The programme funds
the social and economic development of the Turkish
Cypriot community and has a wide range of beneficiaries,
such as students, farmers, schools and villages. It supports
investments that help align Turkish Cypriot standards
with those of the EU and helps lay the ground for the
introduction of EU law in a united Cyprus. The programme
also funds the development and restructuring of
infrastructure and key achievements in this domain include
waste water treatment plants for Famagusta and Morphou
and rehabilitation of the main waste dumpsite at Dhikomo.

Too much money
spent on agriculture?
EU countries have made agriculture
a European rather than national policy.
It is the only policy almost entirely
funded 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
NEW MOTORWAY JUNCTION NEAR NICOSIA
Due to the very heavy circulation at the entrance and exit of
Nicosia, and the rapid expansion of the capital city, the EU
co‑funded the construction of a new motorway junction and
bypass at the GSP stadium. (EU funding: EUR 9.5 million)

Urban development
REVAMPING OLD NICOSIA
Entirely financed by the EU, restoration and rehabilitation
works included the architectural complex of Ottoman Baths,
Omeriye Mosque’s facade and gardens, a former medieval
monastery, the Church of Phaneromeni and its surrounding
area. The project contributed to the economic and social
rehabilitation of old Nicosia. (EU investment: EUR 4 million)
A NEW LOOK FOR THE CENTRE OF LIMASSOL
Cyprus’s second city — Limassol — has undergone a major
urban regeneration that has spruced up the city’s historic
centre. Streets, buildings, squares and other public spaces
in the city centre have been restored to their former glory.
This new look city centre will be popular with tourists,
as well as the city’s residents, and will boost the local
economy. (EU funding: EUR 15.6 million)

Agriculture
FAMILY DAIRY BUSINESS SEES PROFITS RISE
Previously unable to meet growing local and international
demand for its products, a family‑owned dairy business
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is now up to the job thanks to EU funding. The project
involved the relocation of the dairy to a modern building,
the installation of modern equipment and the development
of new quality management systems. As a result,
production, exports and annual turnover have drastically
increased. (EU funding: EUR 1.2 million)

Education and culture
E‑UNIVERSITY IN CYPRUS
Cyprus University of Technology is extending its electronic
services to enable students, lecturers and other staff
to work from any geographic location and make the
best use of IT tools in their learning, teaching, research,
administrative and support activities. This will help the
university operate more efficiently, cut bureaucracy and
develop lifelong learning and distance education options.
(EU funding: EUR 3.4 million)
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Did you know?
Some 257 Cypriot students studied or worked
abroad in 2011–12 thanks to the Erasmus
exchange programme. The experience enriches
students’ lives academically and professionally,
but also improves language and intercultural skills,
self‑reliance and self‑awareness. Young Cypriots
received an average monthly grant of EUR 614
from the European Commission towards the extra
costs of living abroad.

JOIN‑MED — BRINGING MEDITERRANEAN MINDS
TOGETHER
The project’s aim was to promote closer research cooperation
across the region. Although each country currently has its
own national research programmes, they often duplicate
their neighbouring counterparts, while being too fragmented
to produce worthwhile results. The project provided an
interactive web directory of research organisations from both
the European Union and the Mediterranean partner countries
and also carried out cross‑regional networking events that
brought the key players together. (EU funding: EUR 910 000)

Growth and jobs
A HEAD START FOR WOMEN ENTREPRENEURS
KEEPING KIDS IN SCHOOL
Since 2007, the Ministry of Education and Culture has been
determined to tackle the problem of antisocial behaviour
in schools, which often leads to students leaving school
early and dropping out of the education system entirely. Its
strategy is to raise students’ self‑esteem, teaching them
to manage their feelings better, and to address perceived
failure at school. (EU funding: EUR 9.3 million)

Health and research
LENDING AN EAR TO AGE‑RELATED HEARING LOSS
Despite the negative consequences age‑related hearing
loss can lead to, it has remained largely invisible,
overlooked both by the medical community and broader
population. AHEAD III, a 3-year project bringing together
18 partners from across Europe, aimed to change this.
A pilot adult hearing screening programme has taken
place in Cyprus where everyone who was 63 or older
had their hearing screened with tests that assess speech
understanding. (EU funding: EUR 1.088 million)

A 2-year project boosted, supported and encouraged
entrepreneurship by women facing challenges such
as discrimination, little personal capital and a lack of
knowledge about options. Most of the women enrolled
in the project have already started a business, including
graphic and IT services, clinical laboratories, medical clinics
and consultancies. This has resulted in some 225 new jobs.
(EU funding: EUR 4.3 million)
A HELPING HAND FOR NEW ENTREPRENEURS
The grant scheme for youth entrepreneurship programme
provided grants to young people aged 20–39 to start

Public buildings become solar energy plants
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Did you know?

Did you know?

The European Progress Microfinance Facility
provides micro‑loans (less than EUR 25 000)
to micro‑entrepreneurs, and to people who
have lost or are at risk of losing their jobs and
want to set up their own micro‑enterprise. The
initiative is designed for groups with limited access
to conventional credit, such as women, young people,
minority groups and people with disabilities. Some
EUR 203 million is available for the period 2010–13.

Cyprus received EUR 7.6 million) to help it
recover from severe drought in 2008. The
aid mainly helped reimburse the costs of
emergency measures, such as the transport of
water from Greece.

their own business. The result was 500 new jobs in areas
ranging from medical consulting to legal, engineering,
financial services, manufacturing, tourism and beauty. The
new jobs have a particular emphasis on new technologies.
(EU funding: EUR 9.4 million)

Energy and environment
PUBLIC BUILDINGS BECOME SOLAR ENERGY PLANTS
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systems to public buildings, schools and military camps
thanks to EU funding. As well as reducing electricity costs,
the project has raised students’ awareness of photovoltaics
through educational material, encouraged the use of
renewable energy sources and promoted energy saving.
(EU funding: EUR 3.1 million)
A MODERN SEWAGE SYSTEM IN KOKKINOCHORIA
EU funds have helped bring state‑of‑the‑art sewage
facilities to Cyprus’s ‘red soil villages’, improving living
standards in the region. To continue attracting tourists, high
water quality and sewage treatment is vital to the region.
(EU funding: EUR 64.9 million)

Enjoying more than 300 days of sunshine every year,
Cyprus has now expanded the installation of photovoltaic

Cover photo © Denis Gladkiy — Fotolia.com, page 9 © Rido —
Fotolia.com, page 10 © European Union

© European Union, 2014
Reproduction is authorised provided the source is acknowledged.

More information on the European Union is available on the
Internet (http://europa.eu).
Luxembourg: Publications Office of the European Union, 2014

Printed in Luxembourg

ISBN 978-92-79-36688-8
doi:10.2761/33370

Printed on elemental chlorine-free bleached paper (ecf)

www.fsc.org
FSC® C021878

KV-02-14-314-EN-C

Europe Direct is a service to help you find answers
to your questions about the European Union
Freephone number (*):

00 800 6 7 8 9 10 11
(*) Certain mobile telephone operators do not allow access to 00 800 numbers or these calls may be billed.

Find out more about the EU Financial Programming and Budget by visiting our website
regularly: http://ec.europa.eu/budget
If you want to be informed about any of our publications and get the latest publication news,
please subscribe by sending an email to: BUDG-budget-inbox@ec.europa.eu
Follow us on:
Facebook: https://www.facebook.com/EUBudget
Twitter:

https://twitter.com/EU_Budget/

Google+: http://goo.gl/wXZrq
Do not miss!
Comic book: On the road to victory

http://europa.eu/!GN99RJ

doi:10.2761/33370

