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1 Introduction  

1.1 Background and justification 
 

Even though there is no common fiscal policy at the EU level, accession to the EU entails important 

changes not only in the volume of EU candidates or potential candidates and, later on, new member 

domestic budget but also in the structure of both domestic budget revenues and expenditures. The 

main reason behind this is full integration of EU budget flows into the domestic budget after accession. 

On the one hand, EU accession brings transfers from the EU budget for agriculture, structural 

development (infrastructure, human resources, environment) and internal policies, but membership 

status also imposes obligations on member states to contribute to the EU budget, and entails a loss of 

customs revenues as a domestic budget resource as well as the need to adjust the structure of tax 

revenues. Further on, accession to the EU requires significant adjustments in the structure of 

expenditures of a new member’s  domestic budget in order to align them for co-financing of EU budget 

inflows for cohesion policy and rural development without increasing significantly macroeconomic 

vulnerabilities of the economy. In addition to all these direct fiscal effects of accession to the EU one 

should not overlook indirect fiscal effects, such as positive effects on economic growth, on 

intensification of structural reforms, on potential output and on reduction of the risk premium, as well 

as potential drawbacks due to lingering structural weaknesses in the face of increased competition on 

the Single EU market.  

All economies in the Western Balkan have a status of either candidate or potential candidate1 for 

accession to the EU and as such they are recipients of pre-accession funds (in the period 2007-2013 in 

the form of IPA-1 programme, and in the period 2014 – 2020 in the form of IPA II programme). Similarly 

as in previous enlargements, these funds are aimed at, first, supporting a candidates or potential 

candidates approximation to the acquis, and second, at preparing them for an effective use of EU funds 

for agricultural and cohesion policies available to the economy at the moment when they become EU 

members. It is notable to point out that all EU budget funds are set in the context of multiannual 

(currently 7-year) financial frameworks what makes proper understanding and planning of these flows 

even more significant. Experience shows that timely preparation of an economy for effective 

absorption of EU budget funds is of utmost importance for several reasons. On the one hand, it is a 

precondition for a new member state to prevent becoming a net contributor (as opposed to net 

recipient) into the EU budget prematurely (this happened to some countries in the years immediately 

following accession), and on the other hand, it enables to integrate EU funds into the domestic budget 

in the most appropriate manner. 

 

 

                                                           
 

1 Throughout the text, two terms are being used alternately for the six candidates and potential candidates for 
accession to the EU from the region; one term is “Western Balkan candidates” and another one is “South East 
European candidates” 
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1.2 Objectives and assumptions 
 

The overall objective of the analysis is to contribute towards better understanding of the policy makers 

and of the interested public at large in the WB6 EU candidate and potential candidate economies about 

the main features of the EU budget and EU multiannual financial frameworks, as well as about financial 

flows between the EU budget and the economies of the region in their pre- and post-accession phases.   

At more operational level, the analysis has the following three objectives. The first one is to provide a 

brief presentation of the main features of the EU budget and EU multiannual financial frameworks 

including their specifics vis-a-vis domestic budgets of WB6 economies. The second objective is to 

discuss methodological aspects of financial flows between the EU budget and EU member /WB6 

economies. The third and main objective of the analysis is to make a simulation of expected financial 

flows between the EU budget and  WB6 economies in the pre-accession period (when an economy is 

only recipient of EU budget pre-accession funds) and the early post-accession period (when they are , 

on the one hand, eligible to receive EU budget funds for agriculture, cohesion and some other 

purposes, but are, on the other hand, also required to provide a financial contribution to the EU 

budget).  

The simulation has been prepared under an assumption / hypothetical situation that economies of the 

region would be EU member states already in the period of the ongoing multiannual financial 

framework covering the period 2014-2020. In practice this means that the simulation has been based 

on the “budget rules” as they stand in this period. The simulation therefore provides an estimation of 

how dramatically financial flows between the EU budget and Western Balkan economies would change 

in a hypothetical situation of their EU membership becoming effective already in the 2014-2020 

period.  

Based on economic and political developments within and around the EU over the recent years (Brexit, 

financial and migrant crises, changes in the EU relations with global super powers, especially USA and 

Russia), it is reasonable to expect that the EU budget will undergo important changes in the post-2020 

period (when the current multiannual financial framework runs out). Nevertheless, the history of the 

EU budget over the last three decades confirms that changes in the EU budget have never happened 

dramatically over a very short period of time. This could at least partly be attributed to the fact that a 

multiannual financial perspective of the EU has to be adopted by the member states by consensus. 

Based on these facts it is reasonable to expect that the main two expenditure items in the EU budget 

– cohesion and agriculture – which are also the most relevant to WB6 economies, will continue to 

represent a significant proportion of the EU budget also in the future. Consequently, the simulation 

that has been done represents a first and rough orientation for financial flows between the EU budget 

and Western Balkan economies in the post-2020 period. 
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1.3 Methodology and data sources 
 

The analysis has been implemented as a desk research with no field visits to the economies of the 

region with the objective to gather statistical data.  

In terms of the methodology, the analysis is being based on the works done by the authors in their 

more than 15-year long activity on this subject. The methodology was tested during the EU accession 

negotiations of the EU-12 as well as during the negotiations about the medium-term financial 

frameworks 2007-2013 and 2014-2020. The simulation is based on legal acts governing 

implementation of the 2014-2020 multi-annual financial framework. 

As far as data are concerned, the authors rely on the relevant documents from the European 

Commission. Documents of several multilateral financial institutions, especially IMF, World Bank and 

EBRD, as well as available documents / papers from new EU member countries have been consulted 

as well. No field visits to the economies of the region with the objective to gather statistical data has 

been made within the framework of this study preparation. It should be underlined that simulations 

have been based on certain simplifications as statistical data required for precise calculations (available 

for member states mainly from Eurostat) are simply not available at this stage for all candidate and 

potential candidate economies due to various reasons. So, the empirical results from simulations 

should be taken as a rough estimation and as based on the existing EU budget “rules of the game” that 

are in place for the 2014-2020 medium-term financial framework. Further on, it should be underlined 

once more (see also sub-chapter 1.2) that “rules of the game” for allocation of the EU budget funds 

will be adjusted for the post-2020 period reflecting the changed international economic and political 

environment and changed or at least adjusted priorities to be addressed by the funds from the EU 

budget.  

1.4 Structure of the document 
 

In addition to this Introduction, the document consists of three main chapters. The second chapter 

presents the conceptual overview of public finances at the EU level including differences vis-à-vis 

national public finances, discusses features of two crucial instruments in this area, namely medium-

term financial framework and annual budgets and provides the main features of the medium-term 

financial framework covering the period 2014-2020. In the third chapter, main methodological aspects 

relevant for understanding financial flows between the EU budget and the EU member / WB6 

economies are explained. In contrast to the previous two chapters that are conceptual in the character, 

the following two chapters are focused on actual simulation of financial flows between the EU budget 

and WB6 economies in the years immediately prior to accession to the EU and after the accession 

under hypothetical situation of the legal rules for the medium-term financial perspective 2014-2020. 

The fourth chapter provides an overview of key horizontal assumptions underlying all the calculations 

made in the following chapter. Fifth chapter therefore presents empirical results of the simulation. 

Presentation of the results is organised in two parts with the first one outlining results aggregated for 

the region as a whole and with the second part providing economy profiles, i.e. simulation of financial 

flows between the EU budget and each of the WB6 economies.   
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2 The EU budgetary system2   

2.1 Concept of the EU budgetary system 
 

The process of European integration requires financial resources for its activities and the EU budget is 

a tool through which money is collected and allocated for EU policies and objectives as well as for the 

tasks transferred to it from the domestic level.  

The EU budget is modest in size. As agreed by the member states, in the Own Resources Decision 

(ORD), the maximum ceiling of the EU budget financing is set at 1.24 per cent of the EU GNI (or 1.27 

per cent of EU GNP). In practice, however, the EU budget has always remained well below that ceiling. 

As public finances of the EU member states are typically between 40 to 45 per cent of their respective 

GNI, EU budget is equivalent to just over 2% of the total public finances of the member states. The EU 

budget does not represent a significant factor in almost any consolidated domestic public finance 

category. Three key segments of public finance expenditures in practically any economy, i.e. defence, 

security and public order expenditure, as well as healthcare are not even included in the EU budget 

while the presence of certain other expenditure items, such as education and housing, is minimal. 

There is another fundamental characteristic which distinguishes the EU budget from domestic public 

finances. In contrast to domestic public finances which can run deficits, the EU budget is legally 

required to be in balance each year.  

Even though the EU budget is small in size, it is of a tremendous political importance for the overall EU 

integration process. This can be illustrated by the highly complex procedure that is required for the 

adoption and implementation of the annual budget, which  involves practically all important EU 

institutions, as well as by the strongly politicised multi-annual financial framework (MAFF) negotiations 

that set the ceiling costs on major expenditure items of the EU budget over the 5- to 7-year period. 

 

2.2 Evolution of the EU budgetary system 
 

The evolution of the EU budget can be roughly classified into two periods: the first between 1951 and 

1987 was characterised by a move towards the unification of budgetary instruments and the crisis of 

Community finances in the 1980s; the second from 1988 until today has been characterised by features 

introduced by the 1988 EU budgetary reform. 

 

 

 

                                                           
 

2 Parts of this chapter are based on Mrak, Mojmir. European Union Budget. Palgrave, 2011 
(https://econpapers.repec.org/bookchap/paldofeco/v_3a5_3ayear_3a2011_3adoi_3a3858.htm 

https://econpapers.repec.org/bookchap/paldofeco/v_3a5_3ayear_3a2011_3adoi_3a3858.htm
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2.2.1 1951 – 1975 period 

 

The public finance system of the EC began to develop in early 1950s, when in 1951 the European Coal 

and Steel Community (ECSC) treaty was signed. It was followed by the 1957 European Atomic Energy 

Community (EURATOM) and European Economic Community (EEC) treaties. Each of these treaties 

envisaged different budgets for a particular Community which led to the co-existence of budgets. The 

ECSC treaty provided for two budgets – an administrative and an operating budget. The EURATOM 

treaty also set up two budgets: an administrative budget and a research and investment budget. The 

EEC treaty on the other hand established only one, a so-called ‘single budget’. 

The 1965 Merger treaty incorporated the ECSC and EURATOM administrative budgets into the EEC 

budget, and five years later, in 1970, the Luxembourg Treaty incorporated the EURATOM research and 

investment budget into the general budget. The outcome of these developments was formation of 

two budgets – the general budget and the ECSC operating budget – and the system was in place until 

2002. As the ECSC treaty expired in 2002, the ECSC operating budget ceased to exist. Since then the 

EU has operated with a single EU budget.  

During the first 20 years of the Community’s financial system there were two important developments 

to the integration of budgetary instruments. The first was the development of common policies. The 

most notable events with considerable financial consequences were probably the creation of the 

European Agricultural Guidance and Guarantee Fund (EAGGF) in 1962 as an instrument for 

implementation of the common agricultural policy (CAP) as well as the establishment of two funds for 

implementation of the cohesion policy, the European Social Fund (ESF) in 1971 and the European 

Regional Development Fund (ERDF) in 1975. These two policies still constitute about 80 per cent of 

current EU budget expenditures. The second development was that the initial system through which 

the budgets of all the three Communities were financed through a special system of contributions by 

the member states soon proved to be insufficient and unsatisfactory. The need for a better and more 

efficient system, which would provide sufficient resources, gradually, led to a reform of budget 

financing. Through the 1970 Luxembourg Treaty, a system of so-called own resources was introduced.  

The processes of unification of the budgetary instruments, development of common policies and 

progress towards financial autonomy were inevitably connected with difficult negotiations. The 

majority of disagreements had been associated with responsibilities and powers that each of the 

institutions had in budgetary matters. Although the decisions in budgetary matters were in theory 

primarily exclusive prerogative of the Council, in practice other institutions were involved in various 

stages of the budgetary procedure. The 1970 Luxembourg Treaty partly formalised such a practice by 

giving more power to the Parliament. Since the 1975 Brussels Treaty the powers on budgetary matters 

have been shared between the Council and the Parliament. 

The legal, political and institutional structure for governing Community’s finance established in early 

1970s soon proved to be unsustainable over a longer period of time. Relations both among member 

states, as well as among the European institutions involved in budgetary adoption procedure, gradually 

worsened and finally turned into an open conflict. An increased number of incidents made adoption 

and management of a budget almost impossible. Between 1980 and 1988, approval of four annual 

budgets was delayed long enough so that provisional arrangements in the form of so-called ‘twelfths’ 

had to be applied for several months. 
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2.2.2 Since 1988 

 

The 1986 enlargement to include Spain and Portugal and the conclusion of the Single Act injected new 

optimism into the Community and provided a sound political base for a thorough reform of the 

Community’s financial system. In 1987, the Commission presented comprehensive reform proposals 

and in the following year the European Council adopted the broad lines of these proposals. The main 

political orientation and operational features of each of these orientations were as follows: 

- the Community should be given sufficient resources in order to enable it to operate properly. 

In operational terms, this meant a revision of the ORD whereby a new, fourth resource was 

introduced based on member states’ GNP. From that period on, GNP and later on GNI source 

represents the balancing item, i.e. it provides the necessary funding for the Community, and 

from 1992 for the EU budget.  

- Strict supervision of the expenditures financed by these additional resources should be 

exercised. This orientation aimed at making an effective brake on rising agricultural 

expenditures was operationalised through an inter-institutional arrangement for budgetary 

discipline in procedures, of which multi-annual financial framework instrument was an integral 

part.  

- Political orientation of linking budget contributions of member states more closely with their 

levels of relative prosperity was operationalised through a significant reform of the cohesion 

policy and especially the instrument for its implementation.  

Since 1988, the Community / EU budgetary system has remained more or less unchanged in terms of 

its size expressed as percentage of EU GNP/GNI as well as in terms of the magnitude of its expenditure 

and its distribution, with agriculture and cohesion spending consuming share of the GNI source. 

 

2.3 Multi-annual financial framework vis-à-vis annual budget 
 

Since 1988, the EU budgetary system continues to be based on two major elements.  

- The strategic course of the EU public finances and financial framework for the medium-term 

period is determined in a multi-annual financial perspective. It is basically an agreement 

among the institutions on budgetary priorities facilitating the budgetary procedure and the 

management of various programmes. The multi-annual financial framework allows financial 

predictability in the development of EU expenditure. Within the framework of the multi-

annual financial framework, the maximum volume and the composition of the foreseeable EU 

expenditure are indicated. The multi-annual financial framework fixes the ceilings for 

particular expenditure headings as well as for the budget as a whole; the cap on spending 

levels must be set below the own resources ceiling. The multi-annual financial framework is a 

product of an inter-institutional agreement between the Commission, Council and Parliament. 

Although it is not a multi-annual budget, and the annual budgetary procedure remains 
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necessary to decide the next year’s budget, the multi-annual financial framework is not just 

indicative as it sets the maximum ceilings for each year and each category of expenditure 

(heading). Until now, Community / EU institutions have adopted five multi-annual financial 

frameworks. The duration of the first one, called “Delors I”, was 5 years (1988-1992) while all 

the following four covered a 7-year period; (i) 1993-1999 period (called Delors II), (ii) 2000-

2006 period (called Agenda 2000), (iii) 2007-2014 period and (iv) 2014-2020 period.   

- Implementation and operational details of the EU budgetary system are elaborated in the 

annual budget that must be consistent with the multi-annual financial framework. 

 

2.4 EU budget expenditures and revenues 
 

Expenditure / revenue categories contained in a multi-annual financial framework for a particular year 

are identical to those categories contained in an EU budget for that very year. This is not surprising 

taking into account that the two instruments are of a complementary character. While a multi-annual 

financial framework sets a strategic orientation of public finances at the EU level, an annual budget of 

the EU performs a role of an implementation instrument. Even though a complex legal procedure has 

to be respected for adoption of an EU annual budget it is de-facto a multi-annual financial framework 

covering that year that determines not only the expenditure cap but also the structure of the annual 

budget expenditures and revenues.  

  

2.4.1 EU budget expenditures and principles for their allocation among the member 

states 

 

In the early decades of the Community, CAP absolutely dominated the EU expenditure. More recently, 

due to several enlargements of the Community / EU and through the introduction of multi-annual 

financial framework instrument, CAP expenditures have been capped and allowed funding for some 

other items, especially for the cohesion policy expenditures. During the last three multi-annual 

financial frameworks, approximately 75 per cent of all EU budget funds has been earmarked for these 

two policies and another 10 per cent for boosting competitiveness. In addition to these three «large 

expenditure headings«, the rest of the budget has been allocated for external EU activities and internal 

policies as well as for administration purposes. Table 2.1 confirms a strong dominance of the three 

“large expenditure headings” in the overall EU budget expenditure structure in the two most recent 

multi-annual financial frameworks, i.e. in the previous multi-annual financial framework covering 

2007-2013 period and the existing one covering the 2014-2020 period. 
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Table 2.1: The »three large expenditure headings« in multi-annual financial frameworks 2007-2013 

and 2014-2020 (in per cent of total) 

Heading 2007-2013 2014-2020 

»Large expenditure headings« 87 86 

     Competitiveness 9 13 

     Cohesion policy 36 34 

     Common agricultural policy 42 39 

Others 13 14 

Total 100 100 

Source: Table 2.2. 

Principles for allocation of EU budget funds under the “three large expenditure heading”; there are 

basically two main principles applied for allocation of various categories of EU budget expenditures, 

including the three »large expenditure headings«.  

- “excellence principle”: Some categories of EU budget expenditures are being allocated among 

eligible recipients on the basis of so-called “excellence principle”. This means that for tapping 

funds under these budget expenditure categories all member states are eligible. In fact, funds 

are being allocated to best performing agents selected in the EU-wide bidding. Under the 

“excellence principle” more or less all EU funds for competitiveness purposes are being 

allocated.  

- “country envelope principle”: In contrast to the above, some other EU budget expenditure 

items are being allocated to individual member states based on the criteria agreed upon as 

part of the multi-annual financial framework negotiations and codified in EU legal acts. Typical 

examples of EU budget expenditures where “country envelope principle” is being applied are 

CAP and cohesion policy. For cohesion policy funds, for example, eligibility is determined 

largely by the level of development of individual EU member states / regions expressed as 

percentage of GDP. A large majority of these funds is, thus, allocated to less developed regions 

of the EU with per capita GDP below 75 per cent of GDP (for structural funds) and to less 

developed member states with per capita GDP below 90 per cent of GDP (for the Cohesion 

fund). For CAP, on the other hand, some other criteria are being applied allocating the funds 

among the member states. 

 

2.4.2 EU budget revenues and correction mechanisms 

 

The revenue side of the EU budget has been driven by the continuous attempt to strike a compromise 

between the financial autonomy of the EU budget and sufficiency of resources for its financing. The 

budget of the ECSC in the early 1950s was financed through a tax-based “own” resource (a levy on 

steel production) while, in contrast, the Rome Treaty stipulated that the EEC budget was financed in a 

totally intergovernmental way, i.e. through direct contributions from member states. At that time, the 

EEC budget had no “own resources” and thus had no financial autonomy from its member states.  
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It was in 1970 with the Luxembourg Treaty that the EEC budget started to move towards an own 

resources model. At that time, own resources included traditional own resources, i.e. customs duties 

and agricultural levies, and VAT-based revenues from member states. This structure remained 

unchanged till 1984 when the Fontainebleau Council introduced the UK correction which in fact means 

a reduction of the UK contribution to the Community budget.  

The last major change to the EU budget revenue side occurred in 1988 with the Delors I package, which 

introduced the fourth resource, known today as the GNP/GNI resource. Since then and thus also in the 

multi-annual financial framework 2014-2020, the EU budget revenue has been made up of four major 

resources:  

- traditional own-resources: Include customs duties and agriculture levies. In recent year, it has 

contributed less than 15 per cent to total EU budget needs.  

- VAT-based resource: Funds levied on the basis of value-added tax defined on the basis of a 

statistically adjusted VAT base of the member states. In recent years, it has contributed around 

10 per cent to the EU budget needs.  

- GNI-based resource: Funds levied on the basis of the GNI of the member states, i.e. funds 

earmarked for balancing the EU budget measured in proportion with the GNI of every member 

state. In recent years, this funding source has participated with around 75 per cent in total 

funding needs of the EU budget.  

- The UK correction, as formally the fourth EU budget own resource but in substance terms a 

zero sum mechanism.   

An integral part of the own resources system is formally also the “UK correction” as well as a set of 

“corrections on this correction”. Introduction of this instrument dates back into early 1970s when the 

UK joined the EEC. At that time the UK was among the poorest member states but due to the EU budget 

expenditure bias toward the CAP the economy had a negative net financial balance towards the EU 

budget. As this was considered unfair by the UK authorities and after intense negotiations with other 

member states the issue was resolved at the 1984 Fontainebleau European Council through the so-

called “UK correction” arrangement whereby UK became entitled to a refund financed by all other 

member states.  The economic logic of the arrangement was that the UK position vis-à-vis EU budget 

was excessively negative in relation to its level of development, and that the economy is eligible for a 

rebate on its contribution to the EU budget.  

Even though the UK position in terms of its economic development has improved substantially since 

1984 eliminating, or at least reducing substantially, the justification for the “UK correction”, the system 

remains in place with only minor changes. This can be explained by the fact that the “UK correction” is 

an integral part of the ORD for the change of which unanimity is required. The correction mechanism 

system in place in the multi-annual financial framework 2014-2020 contains in addition to the “UK 

correction” and corrections to other four large net payers to the EU budget whereby Germany, Austria, 

Netherlands and Sweden pay only a part of their normal “UK correction” funding share also several 

other “corrections on corrections”. 
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2.5 Multi-annual financial framework 2014-2020 
 

Table 2.2 presents the size and expenditure structure of the multi-annual financial framework 2014-

2020 as agreed at the February 2013 European Council. As can be seen from the Table, the overall size 

of the EU budget for the multi-annual financial framework 2014-2020 is smaller than was the  previous 

one for the 2007-2013 period and this is the first time that size of a multi-annual financial framework 

is lower than the previous one. 

The multi-annual financial framework 2014-2020 classifies expenditures under six large expenditure 

items called headings:  

- Heading 1: Smart and inclusive growth subdivided into  

• Competitiveness for growth and employment (research and innovation, education 

and training, trans-European networks, social policy, economic integration and 

accompanying policies) and  

• Economic, social and territorial cohesion (convergence of the least developed EU 

countries and regions, EU strategy for sustainable development outside the least 

prosperous regions, inter-regional cooperation);  

- Heading 2: Sustainable growth – natural resources (CAP, common fisheries policy, rural 

development and environmental measures);  

- Heading 3: Security and citizenship subdivided into security and justice (justice and home 

affairs, border protection, immigration and asylum policy) and citizenship (public health, 

consumer protection, culture, youth, information and dialogue with citizens); 

- Heading 4: Global Europe (covers all external actions by the EU, including IPA instrument for 

the candidate and potential candidate economies);  

- Heading 5: Administration (covers the administrative expenditure of all the European 

institutions), and  

- Heading 6: Compensations (includes compensatory payments relating to the latest expansion 

of the EU).   

As shown in Table 2.2, the structure of EU budget expenditures under the multi-annual financial 

framework 2014-2020 remained largely unchanged from the multi-annual financial framework 2007-

2013. CAP and cohesion policy continue to dominate the scene with the combined share of 71 per 

cent; 34 per cent CAP and 39 per cent cohesion policy. The third more important item in this MAFF is 

competitiveness, i.e. funds to support the Europe 2020 objectives, with 13 per cent. 

The revenue side also remained more or less unchanged with the new EU taxes postponed for later. 

There was also no appetite to eliminate the highly complex and non-transparent structure of 

correction mechanisms, so the EU budget continues to be burdened with the UK correction and 

numerous corrections on this correction. All this is not surprising at all taking into account the fact that 

negotiations were again, as in the previous two rounds of multi-annual financial framework 

negotiations, dominated by the domestic interests articulated in the fight among member states to 

reach acceptable net budgetary positions. The pro status quo bias of the EU budget could be clearly 

confirmed by the fact that net financial positions of individual member states reached under the multi-
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annual financial framework 2014-2020 negotiations have remained very close to the levels for the 

previous multi-annual financial framework covering the 2007-2013 period. 

Table 2.2: EU budget expenditure profile of the 2014-2020 multi-annual financial framework in 

comparison to the one in the 2007-2013 period (in million EUR, 2011 prices) 

Commitment appropriations 2014-2020 2007-2013 

Smart and Inclusive Growth 450.763 439.111 

     Competitiveness for Growth and Jobs 125.614 85.161 

     Economic, Social and Territorial Cohesion 325.149 353.950 

Sustainable Growth – Natural Resources 373.179 417.902 

Security and Citizenship 15.686  

Global Europe 58.704  

Administration 61.629  

Compensation 27  

Total (commitment appropriations) 959.988 983.731 

Source: FELU calculations based on EU documents 

 

2.6 Key systemic weaknesses of the EU budget system   
 

The EU budget is one of the most problematic areas of economic management within the EU. At the 

same time, it is also an area which is extremely resistant to any serious change. Although there have 

been dramatic changes to the EU itself and its environment in the last 30 years, the EU budget has 

changed little since its last major transformation in 1988.  

From 1988 until now the EU budget has remained practically unchanged in terms of size and is still at 

a level of approximately 1% of EU GDP/GNI. Within the budget’s structure, CAP and cohesion policy 

expenditures are still prevalent with a combined share of around 75 per cent of the total. The EU 

budget is therefore strongly dominated by a small number of highly redistributive policies while 

policies that are broadly recognised as EU wide public goods are poorly represented. Not much has 

changed on the revenue side of the budget as well as transfers from domestic budgets still represent 

by far the most important funding source of the EU budget.  

Domination of domestic contributions on the revenue side of the EU associated with highly distributive 

character of its main two spending categories – allocation of funds for both, CAP and cohesion policy, 

is based on the “country envelope principle” – have resulted in a system where at least the recent 

three multi-annual financial framework negotiations (for the 2000-2006, 2007-2013 and 2014-2020 

periods) were overburdened with very straightforward attempts of individual member states to bring 

back home as much money from the EU budget as possible. This “juste retour” logic or obsession with 

net domestic financial positions has de-facto poisoned the overall EU budgetary debate. Experiences 

of these negotiations have confirmed a mentality whereby achieving an acceptable net financial 

position has de-facto become a more important negotiations objective than agreeing about the size 

and structure of those spending with a high European value added.   
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In addition to its strong pro “status quo” bias, the EU budget has become over the recent decades also 

less and less transparent due to the dominance of net financial position logic in the multi-annual 

financial framework negotiations. There have been several attempts to address the net financial 

problem and the highly complex and non-transparent system of EU budget corrections but with no 

success until now. 
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3 Methodological aspects of financial flows between the EU budget 

and EU member states and candidate or potential candidate 

economies 
 

3.1 Classification of EU budget financial flows 
 

3.1.1 Flows between the EU budget and  WB6 economies 

 

All EU candidate and potential candidate economies are eligible for pre-accession funds from the EU 

budget but do not contribute to the EU budget (financing is provided by EU member states). Since 

funds flow exclusively in one direction – towards the WB6 economies – they are by definition net 

recipients of funds from the EU budget. Pre-accession flows in the form of Instrument for Pre-accession 

Assistance (IPA II in 2014-2020 period and IPA-1 in 2007-2013 period) are part of budget Heading 4: 

Global Europe and are designed to prepare the WB6 economies for absorption of “mainstream” EU 

budget funds after accession, in particular for cohesion and agricultural policies. These pre-accession 

flows represent EU budget expenditures and are registered as receipts of EU funds in the EU candidate 

and potential candidate economies. Pre-accession situation of EU candidate and potential candidate 

economies  vis-à-vis the EU budget is shown in Figure 3.1. 

Figure 3.1: Concept of financial flows between the EU budget and  WB6 economies 

 

Source: Authors’ concept 
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3.1.2 Flows between the EU budget and EU member states 

 

In contrast to EU candidate and potential candidate economies, funds between the EU budget and an 

EU member state always flow in two directions – into and out of the member state. 

On the one hand, there are flows of funds from the EU budget to EU member states. During the 

multiannual financial framework 2014-2020, the flows consist of funds coming from Heading 1 

(Competitiveness and Cohesion), Heading 2 (Common Agricultural Policy), Heading 3 (Internal 

Policies), and Heading 6 (Compensations). These flows represent EU budget expenditures and are 

registered as receipts of EU funds in EU member states. Resources under Heading 4 (Global Europe) 

and Heading 5 (Administration) are not allocated to EU member states as the money either flows to 

countries/territories outside the EU (financing EU’s external actions under “Global Europe” heading) 

or is used for administrative expenses of EU institutions. Since most major EU institutions are located 

in Brussels and Luxembourg, Belgium and Luxembourg are technically speaking the largest 

beneficiaries of EU administrative spending, while only minor amounts are received by smaller/less 

important EU institutions located in other member states. 

On the other hand, there are flows of funds from EU member states’ domestic budgets into the EU 

budget. Member states’ contributions to the financing of the EU budget are of three kinds: (1) 

traditional own resources, (2) funds levied on the basis of value-added tax (VAT-based resource), and 

(3) funds levied on the basis of member states’ Gross National Incomes (the GNI-based resource). 

Additionally, EU member states also contribute to the financing of the UK correction as well as other 

correction mechanisms of VAT and GNI resources, instituted in the 2014-2020 period. These correction 

mechanisms do not provide any fresh money for the EU budget, but instead redistribute the burden 

of financing of the budget away from countries which benefit from corrections (United Kingdom, 

Germany, the Netherlands, Sweden, Austria, Denmark) to all other EU member states. All contributions 

on member state level represent budget revenues on EU level. 

Situation of EU member states vis-à-vis the EU budget, which will also become the situation of WB6 

economies, once they accede to the EU, is shown in Figure 3.2. 

Figure 3.2: Concept of financial flows between the EU budget and an EU member state 

 

Source: Authors’ concept 
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When comparing the flow of funds between the EU budget and EU candidate and potential candidate 

economies to the flow of funds between the EU budget and EU member states, it is obvious to see that 

WB6 economies undergo profound changes both in composition and volume of flows vis-à-vis the EU 

budget when they become members of the European Union. After accession, WB6 economies are no 

longer eligible for pre-accession funds but become eligible for the full range of mainstream funding 

from the EU budget – for cohesion policy, common agricultural policy as well as competitiveness policy 

and other internal policies. On the other hand, new member states also have a newly founded 

obligation to contribute to the EU budget. In terms of volume, WB6 economies can expect a 

substantive increase in the flow of funds from the EU budget after their accession to the EU. For less 

developed countries relative to the EU average, expected increase in flows from the EU budget should 

in principle be greater than the corresponding increase in contributions to the EU budget, resulting in 

a better (i.e. more positive) net budget balance of these countries vis-à-vis the EU budget compared 

to the situation before accession. 

 

3.1.3 Pre-allocated flows and non-pre-allocated flows 

 

Figure 3.2 shows that not all receipts of EU budget funds on member state level flow to the domestic 

(member state) budget, but instead, a part of them flows directly to final beneficiaries in that member 

state. This can be explained by the fact that while a majority of EU budget flows are pre-allocated to 

EU member states in the form of so-called “national envelopes”, some flows remain non-pre-allocated 

and are received directly by final beneficiaries, bypassing the domestic budget. 

Among pre-allocated financial flows from the EU budget which enter the domestic (member state) 

budget, cohesion policy and common agricultural policy funds clearly stand out. Together, they 

represent close to 70 per cent of all EU budget expenditures in the 2014-2020 period. Pre-allocated 

funds in the form of national envelopes are fixed in the process of multiannual financial framework 

negotiations for the entire period of the multiannual financial framework. Methods of their allocation 

are subject of intense scrutiny during these negotiations and often include a mix of objective criteria 

and legacy allocations from the past. Once fixed, they are managed by domestic authorities and 

supervised by the European Commission.  

Among non-pre-allocated financial flows from the EU budget which do not enter the domestic 

(member state) budget, it is important to mention significant parts of competitiveness policy funds. 

These funds are allocated centrally and directly to final beneficiaries based on competitive bids that 

span all EU member states (a good example are research grants to universities and research institutes 

under the Horizon 2020 programme). 

 

3.1.4 Commitment flows and payment flows 

 

All EU budget expenditure flows are recorded twice – first as »appropriations for commitments« and 

second as »appropriations for payments«. Understanding the difference between these two concepts 
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as well as the reasons behind them is important for correct interpretation of EU budget flows and for 

calculation of net budget balances of EU member states vis-à-vis the EU budget.  

Distinction between commitment and payment appropriations is a consequence of the nature of EU 

budget spending. Several programmes and projects funded by the EU budget, especially those for 

cohesion, rural development and competitiveness policies as well as, in the case ofWB6 economies, 

IPA2 instrument, are multiannual. This means that financial obligations entered into a particular 

budget year “t” are only paid out over several consecutive years “t+1”, “t+2”, “t+3”, etc. For this 

reason, the EU budget has to differentiate between “committed” and “paid” funds, hence giving rise 

to the terms “commitment appropriations” and “payment appropriations”.  

Appropriations for commitments (commitment appropriations) are legal financial obligations of the 

budget, entered into a particular budget year. The concept applies both to the annual EU budget as 

well as the multiannual financial framework. Commitment appropriations may be used to describe:  

- Total amount of all legal financial obligations of the EU budget or multiannual financial 

framework entered into a given budget year for the EU as a whole.  

- Amount of all legal financial obligations of the EU budget or multiannual financial framework 

for a particular policy area entered into a given budget year for the EU as a whole.  

- Total amount of all legal financial obligations of the EU budget or multiannual financial 

framework for a particular economy entered into a given budget year.  

- Amount of all legal financial obligations of the EU budget or multiannual financial framework 

for a particular economy and policy area entered into a given budget year.  

Having this in mind, commitment appropriations should be used for interpretation, when talking about 

the total size of the EU budget or the levels of EU budget allocations for a particular policy area, for a 

particular economy or for a combination of both in any given budget year or multiannual period (such 

as the period of the multiannual financial framework 2014-2020).  

EU candidate and potential candidate economies should bear in mind that ultimately, commitment 

appropriations are the subject of negotiations in the financial part of accession negotiations between 

WB6 economies  and the European Commission/EU member states. Commitment appropriations are 

also the subject of intense negotiations between EU member states themselves, when deciding about 

a future EU multiannual financial framework. In the multiannual financial framework, commitment 

appropriations are negotiated in “constant prices” of a fixed budget year (for 2014-2020 multiannual 

financial framework, all amounts were negotiated in constant 2011 prices). However, when 

multiannual financial framework is translated into annual budgets following the annual budgetary 

procedure, amounts in constant prices are transformed into “current prices” using a technical 

assumption about a fixed (2-per cent) price deflator. 

Appropriations for payments (payment appropriations) arise because commitment appropriations 

entered into a particular budget year are not always projected to be paid out in that same budget year. 

Instead, they are typically paid out gradually over several consecutive years, implying a lag of payment 

appropriations behind commitment appropriations. As already mentioned, this is especially true for 

several types of multi-annual programmes funded by the EU budget, including those for cohesion 

policy, rural development policy and competitiveness policy, as well as those for external policies and 

internal policies. Together, these programmes comprise a majority of total EU budget spending. On 
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the other hand, some types of EU budget appropriations remain non-differentiated (meaning that 

commitment and payment appropriations are essentially the same). The largest two areas with non-

differentiated appropriations are direct payments and market measures (which together shape the 

first pillar of the Common agricultural policy) and administrative expenditures of EU institutions. Since 

payment appropriations are essentially staggered commitment appropriations, the sum of all 

appropriations for payments for any given budget year “t” will include projected payments on 

commitments of several preceding years “t-1”, “t-2”, “t-3”, etc. As long as commitment appropriations 

are constant or increasing over a certain multiannual period, this will lead to a typical situation where 

total payment appropriations will be smaller than total commitment appropriations over that given 

period. This effect becomes even more pronounced in case of large increases in commitment 

appropriations over short periods of time, which is a situation, likely to be faced by WB6 economies 

after their accession. 

While it is true that in any given period of time, payment appropriations tend to be smaller than 

commitment appropriations of that same period, it is also true that, given enough time, payment 

appropriations will catch up with commitment appropriations. This means that over the long run, if 

one assumes that all commitment appropriations are used (i.e. converted to payment appropriations), 

the sum of all payment appropriations based on a given set of commitment appropriations will always 

be equal to that initial set of commitment appropriations.  

Another effect of the lag of payment appropriations behind commitment appropriations is also that 

payment appropriations between EU multiannual financial frameworks overlap (while commitment 

appropriations, on the other hand, do not). This means that some payment appropriations in the 2014-

20 financial period are still based on commitments from the 2007-13 financial period, while some 

payment appropriations based on 2014-20 commitments will only be realised in the post 2020 period 

(2021, 2022, 2023 or even later). This is also one of the reasons why, for example, the EU is determined 

that the UK should pay a financial settlement bill when leaving the EU, essentially to cover unpaid 

liabilities, committed at a time of UK’s membership in the EU. 

For illustration, graphical representation of the relationship between commitment and payment 

appropriations is shown in Figure 2.3 for the case of European Regional Development Fund under EU 

cohesion policy based on the assumptions used for the 2014-20 multiannual period. From the figure, 

it is easy to see that payment appropriations only gradually build up (blue bars) and extend well beyond 

the period of the initial set of commitment appropriations (red bars). 
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Figure 2.3: relationship between commitment and payment appropriations in the case of European 

Regional Development Fund 

 

Source: Authors’ presentation based on European Commission data 

Payment appropriations are relevant from cash flow/liquidity management of the EU budget as well 

as domestic budgets due to pre-financing and co-financing requirements associated with 

implementation of EU budget policies. At the same time they are also important for calculating 

contributions and net budgetary balances of EU member states vis-à-vis the EU budget. Member state 

contributions depend on the overall size of EU budget expenditures, measured in cash flow terms. 

Since payment appropriations (and not commitment appropriations) convey the information about 

projected EU budget expenditure cash flows, they should be used to determine the overall size of 

projected contributions to the EU budget as well as net budget balances of EU member states vis-à-vis 

the EU budget. 

Finally, both commitment and payment appropriations are planned or projected concepts. Actual 

outturns of planned appropriations for payments are actual payments, which may be smaller than 

appropriations for payments. The reasons for this difference is that some planned spending may not 

occur in reality due to the lack of absorption capacity or some actual spending may not be certified as 

correct and may not lead to reimbursements from the EU budget. 

 

3.2 Methodology for allocating commitment appropriations 
 

The first step in calculating financial flows between the WB6 economies and the EU budget involves 

projecting post-accession commitment appropriations for each economy individually. Economy level 

allocations of post-accession commitment appropriations have to be made for four different policy 

areas: cohesion policy, agricultural policy, competitiveness policy and other internal policies in the area 

of security and citizenship. 
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3.2.1 Allocating commitment appropriations for cohesion policy 

 

Projections of economy-level allocations for cohesion policy follow the European Commission 

methodology from 2014-20 multiannual financial framework negotiations. The basis for calculating 

cohesion policy allocations is eligibility, which is determined both on domestic (member state) and 

regional (NUTS-2) levels.  

On the domestic level, member states with gross national income per capita in purchasing power 

standards (GNI in PPS/capita) of less than 90% of EU average are eligible for funding from the Cohesion 

fund. For the purpose of calculating financial flows between WB6 economies and the EU budget, 2015-

2017 window is taken to determine eligibility on domestic level. 

On the regional level, there are three separate groups of regions. For the purpose of calculating 

financial flows between WB6 economies and the EU budget, 2014-2016 window is taken to determine 

eligibility on regional level and classify any region into one of three groups. 

- The first group of regions are less developed regions. These are NUTS-2 level regions with 

regional gross domestic product per capita in purchasing power standards (GDP in PPS/capita) 

of less than 75% of EU average.  

- The second group of regions are more developed regions. These are NUTS-2 level regions with 

regional gross domestic product per capita in purchasing power standards (GDP in PPS/capita) 

of more than 90% of EU average.  

- The third group of regions are transition regions. These are NUTS-2 level regions with regional 

gross domestic product per capita in purchasing power standards (GDP in PPS/capita) of 

between 75% and 90% of EU average.  

Member state cohesion policy envelopes are projected as the sum of envelopes of their respective less 

developed, more developed and transition regions (NUTS 2 level) plus allocations from the Cohesion 

fund and the objective of European territorial cooperation (national level). Since all NUTS 2 level 

regions of WB6 economies fall into category of less developed regions (less than 75% of EU average in 

terms of GDP per capita in PPS) and each economy is eligible for Cohesion fund financing (less than 

90% of EU average in terms of GNI per capita in PPS), envelopes for cohesion policy for South East 

European countries are calculated in a somewhat simplified manner as the sum of envelopes of their 

less developed regions, Cohesion fund allocations and allocations for European territorial cooperation.  

Preliminary allocations for less developed regions in WB6 economies after accession are calculated in 

3 consecutive steps: 

- Calculation of the regional prosperity gap for each eligible region as the difference between 

the regional and EU level GDP in PPS/capita. 

- Calculation of the level of support, taking into account domestic prosperity level, by applying 

a weighting factor of 3.15% for regions in economies with less than 82% of EU average GNI in 

PPS/capita (weighting factors for regions in more developed member states are 

correspondingly lower, however, all WB6 economies are below 82% of EU average GNI in 

PPS/capita). 



21 
 

- Adjustment reflecting the unemployment situation by adding an unemployment premium of 

1,300 EUR per eligible number of unemployed persons, which is equal to the number of 

unemployed in the region in excess of hypothetical number of unemployed assuming the 

average unemployment rate of less developed regions. 

Preliminary allocations for European Territorial Cooperation in WB6 economies after accession are 

calculated in 4 consecutive steps: 

- Estimation of economy’s NUTS-3 border region population share in total population of all 

NUTS-3 border regions in the EU eligible for cross-border cooperation strand of European 

territorial cooperation based on Commission Implementing Decision 2014/388/EU, extended 

by NUTS-3 border regions population of WB6 economies. 

- Calculation of WB6 economy’s share in total population of NUTS-2 regions eligible for trans-

national strand of European territorial cooperation based on Commission Implementing 

Decision 2014/388/EU, extended by total population of the WB6 economy. 

- Calculation of the European territorial cooperation distribution key by applying the weights 

77.9% for cross-border strand and 22.1% for trans-national strand. 

- Applying the European territorial cooperation distribution key to the average annual European 

territorial cooperation envelope in 2014-2020 (EUR 1,468 million in 2018 constant prices). 

Preliminary allocations for Cohesion fund in WB6 economies after accession are determined in 4 

consecutive steps: 

- Calculation of average population/surface share of each economy in total population/surface 

of all member states eligible for Cohesion Fund. 

- Adjustment of the average population/surface share reflecting the relative domestic 

prosperity of each eligible Member State. 

- Calculation of the total allocation per Member State using average annual aid intensity of 55 

EUR per eligible person in constant 2018 prices and allocation shares from previous steps. 

- Re-calibration Cohesion Fund share to a minimum of 1/3 of the total financial allocation for 

acceding member states. 

The sum of all preliminary cohesion policy allocations is subject to a maximum capping of cohesion 

policy allocations on an economy level, which in case of WB6 economies is equal to 2.35% of their 

projected GDPs (i.e. in absolute real terms, the cap grows with the growth rate of GDP each year). For 

new member states the full and capped amount of cohesion policy allocations is then gradually phased 

in (60% in the first year of accession, 80% in second and 100% in third) in a manner analogous with 

earlier rounds of accession.  

3.2.2 Allocating commitment appropriations for agricultural policy 

 

Projections of economy-level allocations for agricultural policy are made using statistical estimation 

techniques. While European Commission methodology for calculating agricultural policy allocations 

does exist, it is much less transparent than in the case of cohesion policy and is in many aspects not 

publicly available. Another problem may also be the lack of data inputs in order to make all calculations 

according to European Commission methodology. Therefore, statistical techniques are used in order 
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to infer agricultural policy allocations for WB6 economies as a second best approach. Projections are 

made separately for direct payments and market measures (the first pillar of CAP) and for rural 

development (the second pillar of CAP).  

Economy level projections of direct payments allocations per hectare of utilised agricultural area (UAA) 

are calculated based on the conditional relationship (regression line) between direct payments per 

hectare of UAA (dependent variable) and GNI per capita in EUR (independent variable) in other EU 

member states in the 2014-20 period, assuming fully phased in direct payments for all member states. 

Member state data about direct payments from Commission Delegated Regulation (EU) No 994/2014: 

Annex II are used to estimate the regression line. Formally, the following regression model is 

estimated3 (DP – direct payments, UAA – utilised agricultural area, GNI – gross national income, POP – 

population; i – member state i): 

𝐷𝑃𝑖
𝑈𝐴𝐴𝑖

= 𝛼 + 𝛽
𝐺𝑁𝐼𝑖
𝑃𝑂𝑃𝑖

+ 𝜀𝑖  

The estimated regression constant α and slope coefficient β are then used to infer the level of direct 

payments per hectare in EU candidate and potential candidate economies after accession. 

Economy level projections of market measures allocations per hectare of UAA are made using a simple 

average of market measures payments per hectare of UAA in member states that have acceded to the 

EU since 2004.4 Member state data about market measures from 2014-2016 allocated EU budget 

expenditures are used for this calculation. 

Economy level projections of rural development allocations per capita are calculated based on the 

conditional relationship (regression line) between per capita rural development allocations 

(dependent variable) and per capita GNI in EUR (independent variable) in other EU member states in 

the 2014-20 period, assuming fully phased in rural development for all member states. Member state 

data about rural development from EU Regulation No 1305/2013: Annex I are used to estimate the 

regression line. Formally, the following regression model is estimated5 (RD – rural development, GNI – 

gross national income, POP – population; i – member state i): 

𝑅𝐷𝑖
𝑃𝑂𝑃𝑖

= 𝛼 + 𝛽
𝐺𝑁𝐼𝑖
𝑃𝑂𝑃𝑖

+ 𝜀𝑖 

 

The estimated regression constant α and slope coefficient β are then used to infer the level of rural 

development per capita in WB6 economies after accession. 

Economy level projections of fisheries allocations per capita for Serbia, Kosovo*, The Former Yugoslav 

Republic of Macedonia and Bosnia and Herzegovina are made using a simple average of per capita 

fisheries fund allocations in landlocked EU member states, while fisheries allocations per capita for 

                                                           
 

3 Greece, Cyprus, Malta and Luxembourg are excluded from estimation as significant outliers. 
4 Cyprus and Malta are excluded from calculating this average as significant outliers. 
5 Ireland, Austria and Finland are excluded from estimation as significant outliers. 
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Montenegro and Albania are estimated as a simple average of per capita fisheries fund allocations in 

maritime EU member states. Member state data about fisheries from Commission Implementing 

Decision 2014/372/EU are used for this calculation. 

Projections based on the above described methodology constitute fully phased in amounts of 

allocations for agricultural policy. For new member states, both first and second pillar allocations 

undergo phasing in periods – a 10 year phasing in case of direct payments6 and a 3 year phasing in 

period in case of rural development and fisheries fund,7 in a manner analogous with earlier rounds of 

accession. Phasing in profiles are applied to the theoretical fully phased in amounts in the second part 

of calculations of agricultural policy envelope for South East European member states. 

 

3.2.3 Allocating commitment appropriations for competitiveness policy and other 

internal policies in the area of security and citizenship 

 

Projections of economy level allocations for competitiveness policy are made using statistical 

estimation techniques. In case of this budget heading, there are no national envelope allocations, so 

estimation based on existing relationships among EU member states seems to be the first best 

approach. Economy level projections of per capita competitiveness allocations are calculated based on 

the conditional relationship (regression line) between per capita competitiveness allocations 

(dependent variable) and per capita GNI in EUR (independent variable) in other EU member states in 

the 2014-20 period. Member state data about competitiveness policy allocations from 2014-2016 

allocated EU budget expenditures are used to estimate the regression line. Formally, the following 

regression model is estimated (COMP – competitiveness policy, GNI – gross national income, POP – 

population; i – member state i): 

𝐶𝑂𝑀𝑃𝑖
𝑃𝑂𝑃𝑖

= 𝛼 + 𝛽
𝐺𝑁𝐼𝑖
𝑃𝑂𝑃𝑖

+ 𝜀𝑖 

 

The estimated regression constant α and slope coefficient β are then used to infer the level of per 

capita competitiveness allocations in WB6 economies after accession. 

There are additionally also some other, albeit minor, allocations relevant in accession negotiations, 

which are estimated using appropriate per capita averages or conditional averages of existing MS, i.e. 

                                                           
 

6 Direct payments are phased in at 25%, 30%, 35% and 40% of full direct payments’ amounts in the initial four 
years after accession, followed by 10 percentage point annual increments until the share reaches 100%. 
* This designation is without prejudice to positions on status, and is in line with UNSC 1244 and the ICJ Opinion 
on the Kosovo declaration of independence 
 
7 Rural development and fisheries fund are phased in at 60%, 80% and 100% of full amounts over a three year 
period 
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- Allocations for internal policies in the areas of Security and Citizenship – per capita allocation 

in WB6 economies is estimated as simple per capita average of existing EU member states 

based on member state data about Security & Citizenship allocations from 2014-2016 

allocated EU budget expenditures. 

- Administration expenditure in  WB6 economies is estimated as simple per capita average of 

existing EU member states, excluding Belgium and Luxembourg, based on member state data 

about Administration expenditure allocations from 2014-2016 allocated EU budget 

expenditures. 

- Temporary cash flow and Schengen facility – these are essentially designed to offset 

asymmetrical application of the acquis on the expenditure side and revenue side of the EU 

budget and application of the Schengen acquis. Per capita allocations for this item were 

estimated based on conditional average of Temporary cash flow and Schengen facility per 

capita allocations of other acceding member states in previous enlargements since 2004. 

 

3.3 Methodology for calculating payment appropriations 
 

The second step in calculating projections of financial flows between WB6 economies and the EU 

budget involves transformation of projected commitment appropriations for each economy into 

payment appropriations. Methodologically, this transformation follows detailed payment profiles for 

all EU budget headings, which were published by the European Commission during negotiations for 

the multiannual financial framework 2014-20.  

Payment profiles are essentially tables with percentages showing how commitment appropriations of 

a certain budget year are projected to be paid out over several consecutive years. They differ between 

different expenditure headings and even between different funds, programmes and projects within 

expenditure headings. The European Commission has compiled these tables based on past experience 

with implementation of EU budget policies.  

Payment profiles relevant for transformation of post-accession commitment appropriations of South 

East European countries into payment appropriations include those for cohesion policy, for the second 

pillar of common agricultural policy and for fisheries policy, for competitiveness policy as well as other 

internal policies in the areas of security and citizenship. Additionally, when projecting payment 

appropriations for WB6 economies, it is important to take into account that pre-accession 

commitments from IPA II instrument will continue to be paid out also in the period after accession. 

Therefore, payment profile of IPA2 instrument under external policies heading is also relevant.  

Remaining appropriations, not mentioned above are of two kinds. First, some remaining 

appropriations are non-differentiated, such as administrative expenditures or the first pillar of 

common agricultural policy (direct payments and market measures). In this case, payment 

appropriations are equal to commitment appropriations and no profiles are needed for 

transformation. Second, some appropriations do not accrue to WB6 economies, such as in case of 

external policies heading, after excluding IPA II instrument. Transformation of non-allocated 

commitment appropriations into payment appropriations is also not necessary for WB6 economies. 
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Detailed methodology of payment appropriations is described in the payment profile tables for 

individual EU budget policies below. 

 

3.3.1 Payment profiles for cohesion policy 

 

Payment profiles under the area of cohesion policy are applied separately for each of three main funds 

used in implementation of EU cohesion policy – European Regional Development Fund (ERDF), 

European Social Fund (ESF) and the Cohesion Fund (CF). 

Table 3.1 describes the payment profile of European Regional Development Fund, based on the 

profiles presented by the European Commission during 2014-2020 multiannual financial framework 

negotiations. Commitment appropriations of a particular year are presented in columns of the table 

and are denoted with “CA”, while payment appropriations of a particular year are presented in rows 

and are denoted with “PA”. Year (t) refers to the first year of a new multiannual financial framework. 

The table can be read either according to columns or according to rows. If we read the columns, we 

can, for example, see from column CA (t) that commitments appropriated in year (t) are not expected 

to be paid out at all in the first year (t), while in the second year (t+1), we can expect a 21.1% payout, 

in the third year (t+2) a 34.0% payout, in the fourth year (t+3) a 38.7% payout and in the fifth year (t+4) 

a 6.3% payout of a commitment appropriated in year (t). On the other hand, if we read the rows, we 

can, for example, see from row PA (t+3) that payments appropriated in year (t+3) will consist of 38.7% 

of commitments appropriated in year (t), 28.1% of commitments appropriated in year (t+1), 19.1% of 

commitments appropriated in year (t+2), 4.9% of commitments appropriated in year (t+3). 

Table 3.1: Payment profile of European Regional Development Fund based on 2014-20 MAFF 

ERDF Advances CA (t) CA (t+1) CA (t+2) CA (t+3) CA (t+4) CA (t+5) CA (t+6) Final balance 

PA (t) 1.0%         

PA (t+1) 1.0% 21.1% 7.7%       

PA (t+2) 1.0% 34.0% 21.1% 5.6%      

PA (t+3)  38.7% 28.1% 19.1% 4.9%     

PA (t+4)  6.3% 28.5% 31.7% 21.9% 4.3%    

PA (t+5)   14.1% 26.2% 37.2% 20.3% 2.8%   

PA (t+6)   0.5% 16.7% 21.8% 36.1% 14.4% 1.0%  

PA (t+7)    0.8% 12.9% 28.1% 41.6% 5.6%  

PA (t+8)     1.3% 10.1% 36.3% 31.6%  

PA (t+9)      1.1% 2.3% 19.9%  

PA (t+10)       2.7% 7.9% 1.0% 

PA (t+11)        2.0% 3.0% 

PA (t+12)         1.0% 

Source: European Commission 

Another thing that can be observed from table 1 is that payment profiles essentially come in three 

different forms. The first form, which is the most important and was already explained above, is 

reimbursement payments (columns 3-9). Most funds that finance projects in the area of cohesion 

policy are not paid in advance but instead come as reimbursements of eligible project expenses for 



26 
 

projects which have attracted EU financial support. Percentages under each CA of a given year refer to 

reimbursements for that CA in that budget year and all subsequent years from European Regional 

Development Fund. The second form is advance payments (column 2). The logic of advance payments 

is to provide start-up financing of EU projects in the area of cohesion policy ahead of any 

reimbursements. Percentages under advance payments column do not refer to annual commitment 

appropriations but instead to the sum of all commitment appropriations of European Regional 

Development Fund for the selected multiannual period. The third form is final balance payments 

(column 10). Percentages under final balance payments column refer to the final year CA (t+6); final 

balance is subtracted from the final year CA for the purposes of calculating reimbursement payments. 

Table 3.2 describes the payment profile of European Social Fund under cohesion policy heading 1b, 

based on the profiles presented by the European Commission during 2014-2020 multiannual financial 

framework negotiations. As can be seen from the table, the absorption rate of European Social Fund 

commitments is projected to be somewhat faster to that of the European Regional Development Fund. 

Interpretations of percentages in the table according to columns and rows as well as the logic of 

advance payments, reimbursement payments and final balance payments that has been explained in 

table 1 also apply to this table. 

Table 3.2: Payment profile of European Social Fund based on 2014-20 MAFF 

ESF Advances CA (t) CA (t+1) CA (t+2) CA (t+3) CA (t+4) CA (t+5) CA (t+6) Final balance 

PA (t) 1.0%         

PA (t+1) 1.0% 24.7% 7.8%       

PA (t+2) 1.0% 34.9% 27.0% 6.3%      

PA (t+3)  30.7% 30.8% 22.9% 4.5%     

PA (t+4)  7.7% 19.0% 29.0% 22.6% 3.1%    

PA (t+5)  2.0% 11.8% 21.6% 33.1% 24.7% 6.7%   

PA (t+6)   3.6% 17.6% 22.1% 38.7% 18.2% 3.9%  

PA (t+7)    2.6% 14.4% 23.6% 45.3% 14.5%  

PA (t+8)     3.3% 7.6% 23.0% 29.9%  

PA (t+9)      2.2% 1.5% 10.7%  

PA (t+10)       5.3% 2.2% 1.0% 

PA (t+11)        6.6% 3.0% 

PA (t+12)         1.0% 

Source: European Commission 

Table 3.3 describes the payment profile of the Cohesion Fund under cohesion policy heading 1b, based 

on the profiles presented by the European Commission during 2014-2020 multiannual financial 

framework negotiations. As can be seen from the table, the absorption rate of the Cohesion Fund 

commitments is almost the same to that of the European Regional Development Fund. Interpretations 

of percentages in the table according to columns and rows as well as the logic of advance payments, 

reimbursement payments and final balance payments that has been explained in table 3.1 also apply 

to this table. 
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Table 3.3: Payment profile of Cohesion Fund based on 2014-20 MAFF 

CF Advances CA (t) CA (t+1) CA (t+2) CA (t+3) CA (t+4) CA (t+5) CA (t+6) Final balance 

PA (t) 1.0%         

PA (t+1) 1.0% 21.1% 7.7%       

PA (t+2) 1.0% 34.0% 21.1% 5.6%      

PA (t+3)  38.7% 28.2% 19.1% 4.9%     

PA (t+4)  6.3% 28.4% 31.7% 21.9% 4.3%    

PA (t+5)   14.1% 26.2% 37.2% 20.3% 2.8%   

PA (t+6)   0.4% 16.7% 21.8% 36.1% 14.4% 1.0%  

PA (t+7)   0.1% 0.5% 12.9% 28.1% 41.6% 5.6%  

PA (t+8)    0.3% 1.1% 10.1% 36.3% 31.6%  

PA (t+9)     0.2% 1.1% 2.3% 19.9%  

PA (t+10)       2.7% 7.9% 1.0% 

PA (t+11)        2.5% 3.0% 

PA (t+12)         1.0% 

Source: European Commission 

3.3.2 Payment profiles for agricultural policy 

 

Payment profiles under the area of common agricultural policy are applied separately for European 

Agricultural Fund for Rural Development (EAFRD) and European Maritime and Fisheries Fund (EMFF). 

Table 3.4 describes the payment profile of European Agricultural Fund for Rural Development under 

agricultural policy heading 2, based on the profiles presented by the European Commission during 

2014-2020 multiannual financial framework negotiations. Interpretations of percentages in the table 

according to columns and rows as well as the logic of advance payments, reimbursement payments 

and final balance payments that has been explained in table 3.1 also apply to this table.  

Table 3.4: Payment profile of European Agricultural Fund for Rural Development based on 2014-20 

MAFF 

EAFRD Advances CA (t) CA (t+1) CA (t+2) CA (t+3) CA (t+4) CA (t+5) CA (t+6) Final balance 

PA (t) 1.0%         

PA (t+1) 1.0% 26.0% 18.0%       

PA (t+2) 1.0% 45.0% 36.0% 9.0%      

PA (t+3)  28.0% 32.0% 37.0% 6.0%     

PA (t+4)  1.0% 13.0% 37.0% 37.0% 6.0%    

PA (t+5)   1.0% 16.0% 36.0% 33.0% 4.0%   

PA (t+6)    1.0% 20.0% 34.0% 33.0% 4.0%  

PA (t+7)     1.0% 26.0% 35.0% 23.0%  

PA (t+8)      1.0% 24.0% 21.0%  

PA (t+9)       4.0% 14.0%  

PA (t+10)        3.0% 1.0% 

PA (t+11)         3.0% 

PA (t+12)         1.0% 

Source: European Commission 
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Table 3.5 describes the payment profile of European Maritime and Fisheries Fund , based on the 

profiles presented by the European Commission during 2014-2020 multiannual financial framework 

negotiations. As can be seen from the table, the absorption rate of European Maritime and Fisheries 

Fund is projected to be faster to that of the European Agricultural Fund for Rural Development. 

Interpretations of percentages in the table according to columns and rows as well as the logic of 

advance payments, reimbursement payments and final balance payments that has been explained in 

table 3.1 also apply to this table. 

Table 3.5: Payment profile of European Maritime and Fisheries Fund based on 2014-20 MAFF 

EMFF Advances CA (t) CA (t+1) CA (t+2) CA (t+3) CA (t+4) CA (t+5) CA (t+6) Final balance 

PA (t) 1.0%         

PA (t+1) 1.0% 57.0% 3.0%       

PA (t+2) 1.0% 28.0% 44.0% 2.0%      

PA (t+3)  10.0% 30.0% 55.0% 1.0%     

PA (t+4)  4.0% 15.0% 23.0% 42.0%     

PA (t+5)  1.0% 5.0% 11.0% 27.0% 42.0%    

PA (t+6)   3.0% 6.5% 18.0% 27.0% 25.0%   

PA (t+7)    2.5% 7.0% 23.0% 40.0% 22.0%  

PA (t+8)     5.0% 4.0% 20.0% 22.0%  

PA (t+9)      4.0% 8.0% 12.0%  

PA (t+10)       7.0% 5.9% 1.0% 

PA (t+11)        4.9% 3.0% 

PA (t+12)         1.0% 

Source: European Commission 

 

3.3.3 Payment profiles for competitiveness policy 

 

The European Commission presented very detailed payment profiles under the area of 

competitiveness policy during 2014-2020 multiannual financial framework negotiations, covering 

several different programmes, such as Horizon 2020, Erasmus, Social change and innovation and 

others. Since competitiveness policy is not the main policy area of interest to WB6 economies with 

respect to EU budget flows (cohesion and agricultural policies are much more important in terms of 

volume and impact), it makes sense to condense information contained in detailed payment profiles 

of individual programmes by calculating a composite weighted average payment profile for 

competitiveness policy area as a whole. The results of this composite payment profile are shown in 

table 3.6. 

 

 

 

 



29 
 

Table 3.6: Payment profile of budget Heading 1a: Competitiveness based on 2014-20 MAFF 

H1a CA (t) CA (t+1) CA (t+2) CA (t+3) CA (t+4) CA (t+5) CA (t+6) 

PA (t) 36.6%       

PA (t+1) 19.7% 37.2%      

PA (t+2) 14.8% 19.6% 37.5%     

PA (t+3) 11.8% 14.6% 19.5% 37.9%    

PA (t+4) 10.5% 11.7% 14.5% 19.5% 38.1%   

PA (t+5) 4.3% 10.4% 11.6% 14.4% 19.4% 38.6%  

PA (t+6) 2.2% 4.3% 10.4% 11.5% 14.3% 19.3% 38.8% 

PA (t+7)  2.2% 4.2% 10.4% 11.4% 14.2% 19.3% 

PA (t+8)   2.2% 4.2% 10.3% 11.3% 14.2% 

PA (t+9)    2.2% 4.2% 10.3% 11.3% 

PA (t+10)     2.2% 4.1% 10.2% 

PA (t+11)      2.1% 4.1% 

PA (t+12)       2.1% 

Source: Authors’ calculation based on European Commission data 

As can be observed in table 3.6, competitiveness policy area does not include any advance or final 

payments, but only reimbursement payments. Percentages in columns under each CA of a given 

budget year refer to reimbursement rates of that particular commitment appropriation in the given 

year and all subsequent years. Percentages in rows under each PA of a given budget year refer to the 

composition of payment appropriations of that given year based on commitment appropriations of 

several preceding years. 

3.3.4 Payment profiles for external and internal policies 

 

Payment profile for the Instrument for Pre-accession Assistance (IPA II) was presented separately from 

other items of external policies heading during 2014-2020 multiannual financial framework 

negotiations. The payment profile for IPA II is presented in table 3.7. 

Table 3.7: Payment profile of the Instrument for Pre-accession Assistance (IPA II) based on 2014-20 

MAFF 

IPA II PA (t) PA (t+1) PA (t+2) PA (t+3) PA (t+4) PA (t+5) 

CA (t) 3.2% 12.5% 15.2% 53.2% 14.4% 1.5% 

 

As can be observed from table 3.7, IPA II payment profile does not include any advance or final 

payments, but only reimbursement payments. Moreover, payment profile for IPA II is the same for any 

commitment appropriation in any year t. This is the reason for shortness of IPA II payment profile. It is 

also important to note that IPA II payment profile in table 3.7 is transposed relative to earlier tables, 

which means that interpretation of columns and rows is swapped. 

Similar as in the case of competitiveness policy, the European Commission also presented very detailed 

payment profiles under the area of internal policies (security and citizenship) during 2014-2020 

multiannual financial framework negotiations, covering various programmes, such as Asylum and 
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Migration Fund, Internal Security Fund, Creative Europe Programme, IT systems and other. For the 

same reasons as in the case of competitiveness policy, it also makes sense to condense information 

contained in these detailed payment profiles by calculating a composite weighted average payment 

profile for internal policies area as a whole. The results of this composite payment profile are shown 

in table 3.8. 

Table 3.8: Payment profile of budget Heading 3: Security and Citizenship based on 2014-20 MAFF 

H3 CA (t) CA (t+1) CA (t+2) CA (t+3) CA (t+4) CA (t+5) CA (t+6) 

PA (t) 52.8%       

PA (t+1) 10.3% 52.9%      

PA (t+2) 5.7% 10.5% 52.6%     

PA (t+3) 27.6% 5.9% 10.7% 52.3%    

PA (t+4) 2.4% 27.2% 5.9% 10.8% 52.1%   

PA (t+5) 1.2% 2.3% 27.3% 6.0% 10.9% 51.8%  

PA (t+6)  1.1% 2.4% 27.4% 6.0% 11.0% 51.7% 

PA (t+7)   1.1% 2.4% 27.4% 6.0% 11.1% 

PA (t+8)    1.1% 2.4% 27.5% 6.1% 

PA (t+9)     1.2% 2.4% 27.6% 

PA (t+10)      1.2% 2.4% 

PA (t+11)       1.2% 

Source: Authors’ calculation based on European Commission data 

As can be observed from table 3.8, internal policies payment profile also does not include any advance 

or final payments, but only reimbursement payments. Interpretation of columns and rows is the same 

as in case of earlier tables (except for table 3.7). 

 

3.4 Methodology for calculating contributions into the EU budget 
 

Contributions of WB6 economies had to be estimated for three separate types of own resources: 

traditional own resources, VAT resource and the GNI resource. 

Traditional own resources (TOR) mainly comprise of customs duties and agricultural levies collected by 

EU member states. These are assigned to the financing of common EU budget expenditure as a logical 

consequence of the free movement of goods within the EU (the EU is a customs union). Member states 

collect TOR and retain 20% as collection costs, while the remaining 80% goes to the EU budget. The 

share of WB6 economies in traditional own resources was simulated based on conditional relationship 

(regression line) between TOR shares of existing EU member states based on data from 2014-2016 EU 

budget financial reports and their respective shares in 2014-2016 extra-EU trade (imports only). Since 

TOR are collected on extra-EU imports, there is a strong positive relationship between TOR share and 

extra-EU trade share. 

Value added tax resource (VAT resource) is essentially an accounting resource (not a genuine European 

level value added tax) calculated by applying a so-called uniform call rate (0.30%) to a harmonised VAT 

base, which is capped at 50% of member state's GNI. This is done in order to prevent less developed 
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member states which tend to have a higher share of consumption in GNI from disproportionately 

financing the EU budget. Since South East European member states are all less developed member 

states relative to the EU average, it was assumed for the purposes of the VAT resource calculation that 

their respective harmonised VAT base would be capped at 50% of GNI. The uniform call rate was then 

applied to this base.  

GNI resource is a residual resource of the EU budget, which is used to balance budget revenues and 

expenditures. It is essentially calculated as a difference between all EU budget expenditures and EU 

budget revenues, collected by TOR and VAT resource contributions by EU member states, and divided 

between member states based on their respective GNI shares in total EU GNI (hence the name GNI 

resource). Therefore, in order to determine the EU level amount of the GNI resource, the size of total 

EU budget expenditure in terms of payment appropriations is needed, as well as the size of total EU 

TOR and VAT resource collections. In order to calculate the EU amount of the GNI resource, an 

assumption was made that EU budget expenditure will, in relative terms (i.e. as per cent of GNI), stay 

approximately the same as in the multiannual financial framework 2014-20, that is close to 1% of GNI. 

A complicating factor in the post-2020 multiannual financial framework is the anticipated exit of the 

United Kingdom from the EU in 2019. Since the UK is an important net contributor to the EU budget, 

this opens a non-trivial question of how to fill the funding gap. At least a part of the solution is expected 

to come in the form of reduced absolute amount of EU budget expenditure. For the purpose of 

assuming the post-Brexit size of the EU budget it is therefore assumed in projections presented in this 

paper that the EU budget size is equal to 1 % of EU-28 GNI (including UK), reduced by ½ of UK’s average 

net contribution to the EU budget in 2014-2016 (roughly EUR 5 billion per year). Such a budget size is 

therefore somewhat smaller than 1% of EU-28 GNI (including the UK), yet at the same time somewhat 

larger than 1% of EU-27 GNI (excluding the UK). 

As for the EU levels of TOR and VAT resources, figures from the 2014-2016 EU budget financial reports 

were used, adjusted to 2018 prices and carried forward by EU growth rate in case of the VAT resource 

and by growth rate of extra-EU trade in case of the TOR resource. 

Since the UK is expected to leave the EU before the simulated date of accession of WB6 economies,  

UK rebate was not estimated. 

Detailed methodology behind calculating each of the own resource contributions as well as the UK 

rebate is described in the presentations used in the second seminar. 

 

3.5 Methodology for calculating net balances 
 

Net budget balance of a member state is essentially the difference between the amount of funds 

received from the EU budget and the amount of funds contributed to the EU budget by that member 

state. When the amount of funds received by a member state exceeds the amount of funds 

contributed, that member state is said to be a net recipient of funds from the EU budget (the member 

state has a positive net budget balance). When the amount of funds received by a member state is less 

than the amount of funds contributed, that member state is said to be a net contributor of funds to 

the EU budget (the member state has a negative net budget balance). Since the EU budget on average 
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redistributes funds from more prosperous to less prosperous member states, member states with 

above average levels of income per capita tend to be net contributors of funds to the EU budget, while 

member states with below average levels of income per capita tend to be net recipients of funds from 

the EU budget. 

While the underlying logic of net budget balances is straightforward and easy to understand, their 

calculation is complicated by three factors: (1) distinction between “projected” and “actual” net 

budget balances; (2) determination of expenditure headings to be included among receipts from and 

revenue items to be included among contributions to the EU budget by EU member states; and (3) 

decision whether or not net budget balances should be normalised so that their sum for all EU member 

states equals zero. 

First, it is important to distinguish between projected (planned) net budgetary balances and actual net 

budgetary balances. A projected (planned) net budgetary balance is calculated as the difference 

between payment appropriations which a member state is expected to receive from the EU budget in 

a given budget year or multiannual period and projected contributions of that same member state into 

the EU budget in that same year or period. Projected net budgetary balances are known to EU member 

states immediately after the agreement about a new multiannual financial framework for the future 

period of that framework. In that sense, they can be regarded as ex-ante net budget balances. On the 

other hand, an actual net budgetary balance in any given budget year or multiannual period can only 

be calculated after implementation of the annual budget or multiannual financial framework. In that 

sense, it can be regarded as an ex-post budget balance. It is equal to the difference between actual 

payments which a member state receives from the EU budget and actual contributions of that same 

member state into the EU budget. 

Second, determination of expenditure headings and revenue items to be included in the calculation of 

net budget balances makes it possible to calculate “broader” or “narrower” definitions of net budget 

balances. The broadest possible definition of net budget balances is called the accounting net balance. 

It is equal to the difference between all types of payment appropriations (i.e. for all budget expenditure 

headings) to a particular member state and all types of contributions (i.e. for all own resources) of that 

member states to the EU budget. A somewhat narrower definition of net balance used for calculation 

of the UK correction includes all types of payment appropriations on the expenditure side, except 

external policies heading, which does not directly benefit EU member states, and also excludes 

traditional own resources (customs duties and levies) on the revenue side. The argument for their 

exclusion is that since the EU is a customs union, customs duties and levies accrue to the Union as a 

whole and not to any single member state. The narrowest possible definition of net budget balances 

is called the operating net balance. Similar to the UK correction net balance, this definition also 

excludes traditional own resources on the revenue side and external policies heading on the 

expenditure side, but additionally also excludes administration heading. The argument for exclusion of 

administrative expenses is that they are not directly linked to operational expenses of any particular 

EU policy, but can instead be viewed as supporting the functioning of the EU as a whole.  

Third, the need for normalisation of net budget balances is essentially a consequence of the decision 

about exclusion of some expenditure or revenue items from the calculation of net balances. When 

particular expenditure or revenue items are excluded from the calculation of net budget balances, as 

is the case in the UK correction net balance and operating net balance definitions, this distorts the 
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overall equilibrium between total revenues and total expenditures. On the EU level, total EU budget 

revenues and expenditures should match due to the balanced budget requirement. In all three 

definitions of net budget balances explained above, this only happens naturally in case of the 

accounting net balance definition, which includes all expenditure and revenue flows. In case of UK 

correction and operating definitions of net balances, equilibrium between total included revenues and 

total included expenditures has to be forced through a scaling factor that equalises the amount of total 

included revenues on EU level to match the total amount of included expenditures on EU level. Since 

both UK correction and operating definitions of net balances only include expenditure items that are 

allocated to EU member states (they do not, for example, include items that benefit non-members, 

such as EU external policies), this scaling procedure results in member state net budget balances that 

sum up to zero across the EU. On the other hand, the accounting net balance definition includes both 

expenditure items that are allocated to EU member states, as well as expenditure items that are 

allocated to other countries. Because some of funds flow outside of the EU in the accounting definition, 

while EU member states still have to finance them, the sum of member states’ net budget balances 

across the EU under the accounting net balance definition is always slightly negative.  

After projections of both payment appropriations to WB6 economies from the EU budget as well as 

their contributions to the EU budget were made, it was possible to calculate net budgetary balances 

of each economy vis-a-vis the EU budget both before and after accession. For the sake of simplicity 

and clarity, only simple accounting net balances were estimated according to definitions presented 

above. 
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4 Simulation of financial flows between the EU budget and WB6 

economies – horizontal assumptions 
 

Ahead of making any projections of financial flows between WB6 economies and the EU budget, it is 

critical to decide about several key assumptions underlying all calculations. These, so-called horizontal 

assumptions include: 

- Hypothetical year of accession – all calculations are built under the assumption that the EU 

candidate and potential candidate economies would enter the EU on 1 January 2021; while 

this assumption is undoubtedly overly optimistic (the latest Commission enlargement strategy 

envisages a possible entry date of 2025), it coincides with the start of the next EU multiannual 

financial framework (presumably spanning the period 2021-27), which makes it a convenient 

starting year for projections.  

- Length of calculation window for financial flows – in order to compare financial flows between 

South East European countries and the EU budget before and after accession, a 6-year 

calculation window is assumed, covering 3 years prior and 3 years after the accession (period 

2018-2023). Centering the calculation window on the accession date facilitates comparison of 

pre-accession and post-accession flows. 

- Status quo of the acquis – projections are based on legislation and methods governing the EU 

multiannual financial framework for the 2014-2020 period, since any future changes to the 

financial framework beyond 2020 were unknown at the outset of the Project Assignment. In 

practice, this means that the model emulates MFF 2014-20 legislation and budget structure in 

the post 2020 period. Wherever direct calculations based on the 2014-20 multiannual financial 

framework acquis are not possible due to lack of data or methodology, statistical inference 

techniques are used to make indirect predictions. It should be emphasised that post 2020 MFF 

may entail changes both in terms of EU budget structure as well as methodology for calculating 

economy level EU budget allocations. However, these possible changes are yet unknown, 

hence It is beyond the scope of this paper to take these uncertainties into account. 

- Full implementation – the model assumes full absorption of EU budget funds; in essence, this 

means that over time, all commitment appropriations are used and converted into payments 

(i.e. over the long run, there is 100 per cent correspondence between the sum of commitment 

appropriations and the sum of payment appropriations). This is the only realistic way to model 

EU financial flows for the purposes of accession negotiations. Any purposefully built in 

absorption undershooting would imply that WB6 economies do not intend to use all available 

EU funds. 

- Currency and prices – all projections were to be made in EUR (currency unit of EU budget flows) 

and fixed 2018 prices. 

A necessary preparatory step towards quantification of financial flows between the EU budget and 

WB6 economies is the preparation of several macro-economic and socio-economic datasets. The 

following four broad sets of data were compiled, using the latest Eurostat, European Commission and 

sometimes national data: 

- Macro-economic variables; these included GDP and GNI time series as well as growth rates 

and price indices on regional (NUTS 2), domestic and European levels. Additionally, data about 
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extra-EU trade by member state was also collected. Data was compiled both in current prices 

as well as purchasing power standards (PPS). 

- Socio-economic variables; these included population time series and unemployment & 

employment data on regional (NUTS 2 and NUTS 3), as well as domestic and European levels. 

- EU budget variables; these included data about allocated expenditures by budget headings 

and subheadings on EU member state level and data about own resources by type of resource 

on European level (EU28) from EU budget financial reports 2014-2016, allocations for certain 

types of EU budget expenditures (in particular agriculture) from relevant Commission 

decisions or EU regulations, relative size of EU budget expenditures in payment appropriations 

(in % of GNI) as well as allocations for IPA II for WB6 economies in 2014-2020. 

- Non-economic variables; these included data about total area of South East European 

countries and cohesion countries (in km2) as well as size of utilised agricultural area (in km2) 

for WB6 economies and EU member states. 
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5 Simulation of financial flows between the EU budget and WB6 

economies – empirical results  
 

Empirical results of the simulation of financial flows between the EU budget and WB6 economies are 

presented in two parts. The first one presents results aggregated for the region as a whole while the 

second part of the chapter provides economy profiles, i.e. simulation of financial flows between the 

EU budget and each of the six economies of the region. The economy profiles have been done under 

the same methodological framework what allows comparisons to be made among the economies.  

 

5.1 Results at an aggregate level (for the region as a whole)  
 

Results at an aggregate level are summarised within two tables. The first one, table 5.1, provides 

aggregate data for the region as a whole while the second table, table 5.2., provides summarised flows 

between the EU budget and the region disaggregated by economies.   

Table 5.1 provides aggregate data simulating (i) allocations of EU budget funds for the region as a 

whole in the period 2018-2023, i.e. in the last three years prior to the accession as well as in the first 

three years of the membership, (ii) contributions of the new member states from the region into the 

EU budget in the period 2021-2023, i.e. in the first three years of the membership, and (iii) net 

budgetary balances in the period 2018-2023, i.e. in the last three years prior to the accession as well 

as in the first three years of the membership.  

As simulations in table 5.1 show, commitment appropriations from the EU budget for the region as a 

whole are expected to increase from an average annual level of EUR 659 million in the period 2018-

2020, i.e. last three pre-accession years, to an average annual level of 4,069 million in the period 2021-

2023, i.e. in the first three years of the EU membership. By far the largest inflows are forecasted to 

come from cohesion funds (EUR 1,979 million) and from agricultural policy funds (EUR 1,326 million).  

All together, these two sources are planned to participate with more than 80 per cent of total 

commitment appropriations from the EU budget in the first three years of the membership.  

Due to the phasing in allocations for cohesion policy and agriculture and due to the payment profiles 

explained in details in the chapter 3, payment appropriations for the region in the period 2021-2023 

are significantly lower than commitment appropriations in the same years. They are simulated at an 

average annual level of EUR 2,506 million, though with an annual dynamics increasing very quickly, 

from EUR 1,699 million in 2021 to as much as 3,489 million in 2023.  

As a consequence of quickly growing payment appropriations in the first years after the EU accession, 

also the positive net budgetary balance is planned to increase quickly in this period. From being in the 

first year of the EU membership even lower than in the last pre-accession year, EUR 612 million in 2020 

vs EUR 544 million in 2021, it increases to as much as EUR 2,250 million in 2023 or to an average annual 

level of 1,372 million in the period 2021-2023.  
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Table 5.1: Allocations from the EU budget by EU budget headings, contributions to the EU budget  
by own resources and net budgetary balances in the simulated pre-accession (2018-20) and post-
accession (2021-23) periods in million EUR (2018 prices) for SEE-6 economies 
 

Allocations from the EU budget 
(million EUR, 2018 prices) 

2018 2019 2020 2021 2022 2023 18-20 
avg. 

21-23 
avg. 

H1 Smart and Inclusive Growth 0 0 0 1.757 2.302 2.885 0 2.314 

Competitiveness 0 0 0 335 335 335 0 335 

Cohesion 0 0 0 1.421 1.966 2.550 0 1.979 

Less developed regions 0 0 0 903 1.252 1.626 0 1.260 

European Territorial Cooperation 0 0 0 44 59 74 0 59 

Cohesion Fund 0 0 0 474 655 850 0 660 

H2 Sustainable growth 0 0 0 1.072 1.330 1.577 0 1.326 

Direct payments 0 0 0 352 414 474 0 413 

Market measures 0 0 0 65 65 65 0 65 

Rural development 0 0 0 637 833 1.021 0 830 

Fisheries 0 0 0 17 17 17 0 17 

H3 Security and citizenship 0 0 0 175 175 175 0 175 

H4 Global Europe (IPA II) 672 659 646 0 0 0 659 0 

H5 Administration 0 0 0 96 96 96 0 96 

H6 Compensations 0 0 0 199 147 123 0 156 

Total (commitments) 672 659 646 3.300 4.050 4.856 659 4.069 

Total (payments) 549 595 612 1.699 2.520 3.489 585 2.569 

         

Contributions to the EU budget         

Traditional own resources 0 0 0 221 228 236 0 228 

VAT resource 0 0 0 146 151 157 0 151 

GNI resource 0 0 0 789 817 847 0 818 

Total contributions 0 0 0 1.155 1.197 1.240 0 1.197 

         

Net budget balance 549 595 612 544 1.323 2.250 585 1.372 

 

Table 5.1 is accompanied with a set of 8 figures with each of them providing more details on certain 

segments of financial flows than provided in the table. In contrast to the table where data are 

presented in nominal amounts, the figures present many of these data also through relative indicators, 

such as EUR per capita and per cent of GNI. More precisely, the figures present the following:    

- Figure 5.1 and 5.2 provide data on total volumes of commitment and payment appropriations 

in the whole period 2018-2023, i.e. in the last three years prior to the accession as well as in 

the first three years of the membership. Data are expressed in million EUR, in EUR per capita 

and as per cent of GNI.     

- Figure 5.3 provides data on the structure of overall commitment appropriations  in the whole 

period 2018-2023, i.e. in the last three years prior to the accession as well as in the first three 

years of the membership. Data are expressed in million EUR. 

- Figures 5.4 and 5.5 provide data on the structure of cohesion policy and agricultural policy 

allocations from the EU budget in the period 2021-2023, i.e. in the first three years of the EU 
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membership. Data are expressed in million EUR and as per cent of the total flows from each of 

these two EU budget expenditure items.    

- Figure 5.6 to 5.8 provide data on (i) contributions to the EU budget by the economies from the 

region in the period 2021-2023, i.e. in the three years of the membership, (ii) payment 

appropriations from the EU budget in the same period, and (iii) net budget balance vis-à-vis 

the EU budget for the whole period 2018-2023, i.e. in the last three years prior to the accession 

as well as in the first three years of the membership. Data are expressed in million EUR, in EUR 

per capita and as per cent of GNI.     

Figure 5.1: Total commitment and payment appropriations from the EU budget to SEE-6 economies 
(aggregate) in the simulated pre-accession (2018-20) and post-accession (2021-23) period in million 
EUR  

 

Figure 5.2: Total commitment appropriations from the EU budget to SEE-6 economies (aggregate) 
in the simulated pre-accession (2018-20) and post-accession (2021-23) period expressed as per 
cent of GNI and EUR per capita  
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Figure 5.3: Composition of commitment appropriations from the EU budget to SEE-6 economies 
(aggregate) in the simulated pre-accession (2018-20) and post-accession (2021-23) period in million 
EUR 

 

 
Figure 5.4: Composition of cohesion policy allocations from the EU budget to SEE-6 economies 
(aggregate) in the simulated post-accession (2021-23) period in million EUR and per cent of total 

 

 
Figure 5.5: Composition of agricultural policy allocations from the EU budget to SEE-6 economies 
(aggregate) in the simulated post-accession (2021-23) period in million EUR and per cent of total 
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Figure 5.6: Payment appropriations from the EU budget, contributions to the EU budget and net 
budget balances of SEE-6 economies (aggregate) in the simulated pre-accession (2018-20) and post-
accession (2021-23) period in million EUR 

 

 
Figure 5.7: Contributions to the EU budget by SEE-6 economies (aggregate) in the simulated pre-
accession (2018-20) and post-accession (2021-23) period expressed as per cent of GNI and EUR per 
capita 

 

 
Figure 5.8: Net budget balances vis-à-vis the EU budget of SEE-6 economies (aggregate) in the 
simulated pre-accession (2018-20) and post-accession (2021-23) period expressed as per cent of 
GNI and EUR per capita 
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Table 5.2. provides aggregate economy-by-economy data simulating (i) allocation of EU budget funds 

for the whole period 2018-2013, i.e. for the last three years prior to the accession (through IPA II)8 as 

well as in the first three years of membership (through cohesion, agriculture and other EU budget 

expenditure headings), and (ii) net budgetary balances in the same period presented. Data for both 

are presented in million EUR and for net budgetary balance also as per cent of GNI.   

Table 5.2: Comparison of EU budget allocations and net budget balances of SEE-6 economies in the 
simulated 3-year pre-accession (2018-20) and post-accession (2021-23) period 
 

Million EUR, 2018 
prices 

Monten
egro 

The Former Yugoslav Republic 
of Macedonia 

Alba
nia 

Serb
ia 

Bosnia and 
Herzegovina 

Kosov
o* 

SEE-
6 

Cohesion 280 697 820 2.63
6 

1.064 441 5.93
7 

Agriculture 130 503 632 1.56
3 

831 320 3.97
9 

Competitiveness 37 115 155 397 209 93 1.00
6 

Security 18 60 83 203 111 51 526 

Administration 10  45 111 61 28 287 

Compensations 23 55 66 200 90 35 469 

2021-23 CA 499 1.463 1.80
0 

5.10
9 

2.365 969 12.2
06 

2018-20 CA (IPA II) 116 297 291 675 309 289 1.97
7 

Net balance 21-23 136 555 647 1.61
3 

772 394 4.11
7 

Net balance 18-20 113 279 273 633 188 271 1.75
6 

Net balance 21-23 
(% GNI) 

0,92 1,58 1,48 1,25 1,37 1,69 1,36 

Net balance 18-20 
(% GNI) 

0,83 0,89 0,70 0,55 0,36 1,30 0,65 

 

                                                           
 

8 Indicative allocations of IPA II funds to SEE-6 economies in 2014-2020 period in million EUR (2018 prices) 

 201
4 

201
5 

201
6 

201
7 

201
8 

201
9 

202
0 

2014-
20 

SEE-6 571 571 581 590 672 659 646 4.290 

Montenegro 43 38 39 40 39 39 38 276 

The Former Yugoslav Republic of 
Macedonia 

93 94 95 97 101 99 97 676 

Albania 91 92 93 95 99 97 95 661 

Serbia 211 214 216 220 229 225 220 1.536 

Bosnia and Herzegovina 43 42 44 45 105
* 

103
* 

101
* 

483 

Kosovo* 91 91 92 94 98 96 95 657 

Multi-country 672 665 656 649 647 634 622 4.544 

* provisional 
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As can be seen from table 5.2., simulations show that EU budget allocations for the region in the first 

three years of the membership would amount to over EUR 12 billion against less than EUR 2 billion in 

the last three pre-accession years. Almost half of this total are allocations for cohesion policy and 

another one third for common agricultural policy.  

As annual allocations from the EU budget to the new EU member from the region will have a quickly 

increasing trend in the first three years of the membership, this will be reflected in a significant 

improvement of their annual net budget position vis-à-vis the EU budget as well9. For the region as a 

whole, its average annual positive net budget position will more than double, from 0.65 per cent of 

their combined GNI in the period 2018-2020 to 1.36 per cent in 2021- 2013.             

Table 5.2 is accompanied with a set of 9 figures with each of them providing more economy-by-

economy details on certain segments of financial flows than provided in the table. In contrast to the 

table where data are by and large presented in nominal amounts, the figures present many of these 

data also through relative indicators, such as EUR per capita and per cent of GNI. More precisely, the 

figures present the following:    

- Figure 5.9 to 5.11 provide economy-by-economy data of total volumes of commitment 

appropriations in the period 2021-2023, i.e. in the first three years of the membership. Data 

are expressed in million EUR, in EUR per capita and as per cent of GNI.   

- Figure 5.12 to 5.14 provide economy-by-economy data of the structure of overall commitment 

appropriations  in the period 2021-2023, i.e. in the first three years of the membership. Data 

are again expressed in million EUR, in EUR per capita and as per cent of GNI.  

- Figure 5.15 to 5.17 provide economy-by-economy data of net budget positions in the whole 

period 2018-2023, i.e. in the last three years prior to the accession as well as in the first three 

years of the membership. Data are again expressed in million EUR, in EUR per capita and as 

per cent of GNI.  In the last two tables simulations are extended also for the remaining four 

years of the multi-annual financial framework forested to cover 7-year period 2021-2027.  

Figure 5.9: Comparison of total commitment appropriations to SEE-6 economies in the simulated 
post-accession (2021-23) period in million EUR 

 

                                                           
 

9 Contributions of new member states to the EU budget will remain at by and large similar annual level through 
this period.  

* 
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Figure 5.10: Comparison of total commitment appropriations to SEE-6 economies in the simulated 
post-accession (2021-23) period expressed as % of GNI 

 

Figure 5.11: Comparison of total commitment appropriations to SEE-6 economies in the simulated 
post-accession (2021-23) period expressed in EUR per capita 

 

Figure 5.12: Comparison of composition of commitment appropriations to SEE-6 economies in the 
simulated post-accession (2021-23) period in million EUR 

 

 
 

* 

* 

* 



44 
 

Figure 5.13: Comparison of composition of commitment appropriations to SEE-6 economies in the 
simulated post-accession (2021-23) period expressed as % of GNI 

 

 
Figure 5.14: Comparison of composition of commitment appropriations to SEE-6 economies in the 
simulated post-accession (2021-23) period expressed in EUR per capita 

 

Figure 5.15: Comparison of cumulative net budget balances of SEE-6 economies in the simulated 
pre-accession (2018-20) and post-accession (2021-23) period in million EUR 

 

 

* 

* 

* 
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Figure 5.16: Comparison of composition of net budget balances of SEE-6 economies in the 
simulated pre-accession (2018-20) and post-accession (2021-23) period expressed in EUR per capita 

 

 
 
 
Figure 5.17: Comparison of composition of commitment appropriations to SEE-6 economies in the 
simulated post-accession (2021-23) period expressed as per cent of GNI 

 

  

* 

* 
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5.2 Results at an economy level (for each individual economy of the region)  
 

Economy fiches for each of the six economies from the Western Balkan region are aimed at providing 

more detailed simulation data on financial flows between the respective economy from the region and 

the EU budget in the last three years of its simulated pre-accession period (2018-2020) and in the first 

three years of its simulated EU membership (2021-2023).  

Each economy fiche consists of the following: 

- Main table which provides simulations for the economy concerned on: (i) allocations or 

commitment appropriations of the EU budget funds by expenditure headings in the period 

2018-2023, i.e. in the last three years prior to the accession as well as in the first three years 

of the membership, (ii) payment appropriations associated with the commitment 

appropriations under (i), (iii) contributions into the EU budget in the period 2021-2023, i.e. in 

the first three years of the membership, and (iv) net budgetary balances in the period 2018-

2023, i.e. in the last three years prior to the accession as well as in the first three years of the 

membership. 

- Figures (altogether 8 of them for each of the economy concerned) which accompany the main 

table and provide more details on certain segments of financial flows than provided in the 

table. In contrast to the main table where data are presented in nominal amounts, the figures 

present many of these data also through relative indicators, such as EUR per capita and per 

cent of GNI. More precisely, the figures present the following:  

o Figure 1 provides data on total volumes of commitment and payment appropriations 

in the whole period 2018-2023, i.e. in the last three years prior to the accession as well 

as in the first three years of the membership. Data are expressed in million EUR. 

o Figure 2 provides data on total volumes of commitment appropriations in the whole 

period 2018-2023, i.e. in the last three years prior to the accession as well as in the 

first three years of the membership. Data are expressed in EUR per capita and as per 

cent of GNI.  

o Figure 3 provides data on the structure of overall commitment appropriations  in the 

whole period 2018-2023, i.e. in the last three years to prior to the accession as well as 

in the first three years of the membership. Data are expressed in million EUR. 

o Figures 4 and 5 provide data on the structure of cohesion policy and agricultural policy 

allocations from the EU budget in the period 2021-2023, i.e. in the first three years of 

the EU membership. Data are expressed in million EUR and as per cent of the total 

flows from each of these two headings.   

o Figures 6 to 8 provide data on (i) contributions to the EU budget in the period 2021-

2023, i.e. in the three years of the membership, (ii) payment appropriations from the 

EU budget in the same period, and (iii) net budget balance vis-à-vis the EU budget for 

the whole period 2018-2023, i.e. in the last three years prior to the accession as well 

as in the first three years of the membership. Data are expressed in million EUR, in 

EUR per capita and as per cent of GNI.     

- Annex table which provides main macroeconomic data that have been used in the simulation 

exercise. In the cases of Albania and Serbia, an additional annex table is presented containing 

selected NUTS-2 level data that are available.    
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5.2.1 Montenegro 

 

Montenegro – main table: Allocations from the EU budget by EU budget headings, contributions to 
the EU budget  by own resources and net budgetary balances in the simulated pre-accession (2018-
20) and post-accession (2021-23) period in million EUR (2018 prices) 
 

Allocations from the EU budget 
(million EUR, 2018 prices) 

2018 2019 2020 2021 2022 2023 18-20 
avg. 

21-23 
avg. 

H1 Smart and Inclusive Growth 0 0 0 80 105 132 0 106 

Competitiveness 0 0 0 12 12 12 0 12 

Cohesion 0 0 0 68 93 120 0 93 

Less developed regions 0 0 0 43 60 77 0 60 

European Territorial Cooperation 0 0 0 2 2 3 0 2 

Cohesion Fund 0 0 0 23 31 40 0 31 

H2 Sustainable growth 0 0 0 35 43 51 0 43 

Direct payments 0 0 0 10 12 14 0 12 

Market measures 0 0 0 2 2 2 0 2 

Rural development 0 0 0 21 27 34 0 27 

Fisheries 0 0 0 2 2 2 0 2 

H3 Security and citizenship 0 0 0 6 6 6 0 6 

H4 Global Europe (IPA II) 39 39 38 0 0 0 39 0 

H5 Administration 0 0 0 3 3 3 0 3 

H6 Compensations 0 0 0 10 7 6 0 8 

Total (commitments) 39 39 38 135 166 199 39 166 

Total (payments) 37 38 38 74 106 143 38 108 

         

Contributions to the EU budget         

Traditional own resources 0 0 0 15 15 15 0 15 

VAT resource 0 0 0 7 7 8 0 7 

GNI resource 0 0 0 39 40 41 0 40 

Total contributions 0 0 0 61 63 64 0 63 

         

Net budget balance 37 38 38 14 43 79 38 45 
 

Key features 

- Total commitment appropriations will increase from an average annual level of below EUR 40 

million in last pre-accession years to EUR 135 million in the first and to almost EUR 200 million in 

the third year of the membership.      

- Contributions to the EU budget will amount to around EUR 60 million a year in the first years of 

the EU membership. 

- Positive net budget position will be more than halved in the first year of the EU membership (from 

just below EUR 40 million in the pre-accession years to less than EUR 15 million) before it will 

increase to almost EUR 80 million in the third year of the EU membership.  
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Montenegro – figure 1: Total commitment and payment appropriations from the EU budget in the 
simulated pre-accession (2018-20) and post-accession (2021-23) period in million EUR 

 

Montenegro – figure 2: Total commitment appropriations from the EU budget in the simulated pre-
accession (2018-20) and post-accession (2021-23) period expressed as per cent of GNI and EUR per 
capita 

 

Montenegro – figure 3: Composition of commitment appropriations from the EU budget in the 
simulated pre-accession (2018-20) and post-accession (2021-23) period in million EUR 
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Montenegro – figure 4: Composition of cohesion policy allocations from the EU budget in the 
simulated post-accession (2021-23) period in million EUR and per cent of total 

 

Montenegro – figure 5: Composition of agricultural policy allocations from the EU budget in the 
simulated post-accession (2021-23) period in million EUR and per cent of total 

 

Montenegro – figure 6: Payment appropriations from the EU budget, contributions to the EU 
budget and net budget balances in the simulated pre-accession (2018-20) and post-accession 
(2021-23) period in million EUR 
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Montenegro – figure 7: Contributions to the EU budget in the simulated pre-accession (2018-20) 
and post-accession (2021-23) period expressed as per cent of GNI and EUR per capita 

 

Montenegro – figure 8: Net budget balances vis-à-vis the EU budget in the simulated pre-accession 
(2018-20) and post-accession (2021-23) period expressed as per cent of GNI and EUR per capita 

 

Montenegro – annex table: Main macroeconomic indicators 

 2014 2015 2016 2017 

GDP (million EUR) 3.458 3.655 3.954 4.196 

GDP (million PPS) 7.031 7.574 8.019 8.351 

GDP per capita (EUR) 5.559 5.875 6.347 6.735 

GDP per capita (PPS) 11.303 12.177 12.872 13.405 

GDP per capita (PPS) as per cent of EU-27 41 42 44 45 

Population (thousand) 622 622 623 623 

Growth rate 1,78 3,40 2,46 2,97 

GDP deflator 1,04 2,22 5,10 2,15 

Source: GDP EUR (AMECO), GDP PPS (AMECO), Population (World Economic Outlook), Growth rate 

(World Economic Outlook), GDP deflator (AMECO) 
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5.2.2 The Former Yugoslav Republic of Macedonia 

 
 The Former Yugoslav Republic of Macedonia– main table: Allocations from the EU budget by EU 
budget headings, contributions to the EU budget  by own resources and net budgetary balances in 
the simulated pre-accession (2018-20) and post-accession (2021-23) period in million EUR (2018 
prices) 

Allocations from the EU budget 
(million EUR, 2018 prices) 

2018 2019 2020 2021 2022 2023 18-20 
avg. 

21-23 
avg. 

H1 Smart and Inclusive Growth 0 0 0 205 269 338 0 271 

Competitiveness 0 0 0 38 38 38 0 38 

Cohesion 0 0 0 167 231 299 0 232 

Less developed regions 0 0 0 105 146 190 0 147 

European Territorial Cooperation 0 0 0 6 8 10 0 8 

Cohesion Fund 0 0 0 56 77 100 0 77 

H2 Sustainable growth 0 0 0 137 168 199 0 168 

Direct payments 0 0 0 54 63 72 0 63 

Market measures 0 0 0 10 10 10 0 10 

Rural development 0 0 0 72 94 116 0 94 

Fisheries 0 0 0 1 1 1 0 1 

H3 Security and citizenship 0 0 0 20 20 20 0 20 

H4 Global Europe (IPA II) 101 99 97 0 0 0 99 0 

H5 Administration 0 0 0 11 11 11 0 11 

H6 Compensations 0 0 0 23 17 14 0 18 

Total (commitments) 101 99 97 396 485 582 99 488 

Total (payments) 88 94 96 232 323 433 93 329 

         

Contributions to the EU budget         

Traditional own resources 0 0 0 31 32 33 0 32 

VAT resource 0 0 0 17 18 18 0 18 

GNI resource 0 0 0 91 95 98 0 95 

Total contributions 0 0 0 139 144 150 0 144 

         

Net budget balance 88 94 96 92 179 284 93   185 
 

Key features 

- Total commitment appropriations will increase from an average annual level of around EUR 

100 million in last pre-accession years to close to EUR 400 million in the first and to almost 

EUR 600 million in the third year of the membership. 

- Contributions to the EU budget will amount to an annual level between EUR 140 and EUR 150 

million in the first years of the EU membership. 

- Positive net budget position will remain in the first year of the EU membership at more or less 

the same annual level as in the last pre-accession year (around EUR 90 million) before it will 

increase to over EUR 280 million in the third year of the membership.  
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The Former Yugoslav Republic of Macedonia – figure 1: Total commitment and payment 
appropriations from the EU budget in the simulated pre-accession (2018-20) and post-accession 
(2021-23) period in million EUR 

 

The Former Yugoslav Republic of Macedonia – figure 2: Total commitment appropriations from the 
EU budget in the simulated pre-accession (2018-20) and post-accession (2021-23) period expressed 
as per cent of GNI and EUR per capita 

 

The Former Yugoslav Republic of Macedonia – figure 3: Composition of commitment 
appropriations from the EU budget in the simulated pre-accession (2018-20) and post-accession 
(2021-23) period in million EUR 
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The Former Yugoslav Republic of Macedonia – figure 4: Composition of cohesion policy allocations 
from the EU budget in the simulated post-accession (2021-23) period in million EUR and per cent of 
total 

 

The Former Yugoslav Republic of Macedonia – figure 5: Composition of agricultural policy 
allocations from the EU budget in the simulated post-accession (2021-23) period in million EUR and 
per cent of total 

 

The Former Yugoslav Republic of Macedonia – figure 6: Payment appropriations from the EU 
budget, contributions to the EU budget and net budget balances in the simulated pre-accession 
(2018-20) and post-accession (2021-23) period in million EUR 
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The Former Yugoslav Republic of Macedonia – figure 7: Contributions to the EU budget in the 
simulated pre-accession (2018-20) and post-accession (2021-23) period expressed as per cent of 
GNI and EUR per capita 

 

The Former Yugoslav Republic of Macedonia – figure 8: Net budget balances vis-à-vis the EU 
budget in the simulated pre-accession (2018-20) and post-accession (2021-23) period expressed as 
per cent of GNI and EUR per capita 

 

The Former Yugoslav Republic of Macedonia – annex table: Main macroeconomic indicators 

 2014 2015 2016 2017 

GDP (million EUR) 8.562 9.061 9.862 10.179 

GDP (million PPS) 20.603 21.756 22.939 23.395 

GDP per capita (EUR) 4.138 4.375 4.757 4.903 

GDP per capita (PPS) 9.958 10.505 11.065 11.269 

GDP per capita (PPS) as per cent of EU-27 36 36 38 38 

Population (thousand) 2.069 2.071 2.073 2.076 

Growth rate 3,63 3,84 2,41 2,50 

GDP deflator 1,38 1,91 6,29 1,46 

Source: GDP EUR (AMECO), GDP PPS (AMECO), Population (World Economic Outlook), Growth rate 

(World Economic Outlook), GDP deflator (AMECO) 
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5.2.3 Albania 

 

Albania – main table: Allocations from the EU budget by EU budget headings, contributions to the 
EU budget  by own resources and net budgetary balances in the simulated pre-accession (2018-20) 
and post-accession (2021-23) period in million EUR (2018 prices) 

Allocations from the EU budget 
(million EUR, 2018 prices) 

2018 2019 2020 2021 2022 2023 18-20 
avg. 

21-23 
avg. 

H1 Smart and Inclusive Growth 0 0 0 247 323 404 0 325 

Competitiveness 0 0 0 52 52 52 0 52 

Cohesion 0 0 0 196 271 353 0 273 

Less developed regions 0 0 0 123 170 222 0 172 

European Territorial Cooperation 0 0 0 8 11 13 0 11 

Cohesion Fund 0 0 0 65 90 118 0 91 

H2 Sustainable growth 0 0 0 171 211 250 0 211 

Direct payments 0 0 0 50 58 67 0 58 

Market measures 0 0 0 9 9 9 0 9 

Rural development 0 0 0 102 133 163 0 133 

Fisheries 0 0 0 11 11 11 0 11 

H3 Security and citizenship 0 0 0 28 28 28 0 28 

H4 Global Europe (IPA II) 99 97 95 0 0 0 97 0 

H5 Administration 0 0 0 15 15 15 0 15 

H6 Compensations 0 0 0 28 21 17 0 22 

Total (commitments) 99 97 95 489 597 714 97 600 

Total (payments) 87 92 94 252 376 518 91 382 

         

Contributions to the EU budget         

Traditional own resources 0 0 0 24 26 28 0 26 

VAT resource 0 0 0 21 22 23 0 22 

GNI resource 0 0 0 114 118 123 0 118 

Total contributions 0 0 0 159 166 173 0 166 

         

Net budget balance 87 92 94 92 210 345 91 216 
 

Key features 

- Total commitment appropriations will increase from an average annual level of around EUR 

100 million in last pre-accession years to close to EUR 500 million in the first and to over EUR 

700 million in the third year of the membership. 

- Contributions to the EU budget will amount to an annual level of around EUR 120 million in 

the first years of the EU membership. 

- Positive net budget position will remain at more or less the same annual level in the first year 

of the EU membership as it was in the last pre-accession year (around EUR 90 million) before 

it will increase to almost EUR 350 million in the third year of the membership.  
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Albania – figure 1: Total commitment and payment appropriations from the EU budget in the 

simulated pre-accession (2018-20) and post-accession (2021-23) period in million EUR 

 

Albania – figure 2: Total commitment appropriations from the EU budget in the simulated pre-

accession (2018-20) and post-accession (2021-23) period expressed as per cent of GNI and EUR per 

capita 

 

Albania – figure 3: Composition of commitment appropriations from the EU budget in the 
simulated pre-accession (2018-20) and post-accession (2021-23) period in million EUR 
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Albania – figure 4: Composition of cohesion policy allocations from the EU budget in the simulated 
post-accession (2021-23) period in million EUR and per cent of total 

 

Albania – figure 5: Composition of agricultural policy allocations from the EU budget in the 
simulated post-accession (2021-23) period in million EUR and per cent of total 

 

Albania – figure 6: Payment appropriations from the EU budget, contributions to the EU budget 
and net budget balances in the simulated pre-accession (2018-20) and post-accession (2021-23) 
period in million EUR 
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Albania – figure 7: Contributions to the EU budget in the simulated pre-accession (2018-20) and 
post-accession (2021-23) period expressed as per cent of GNI and EUR per capita 

 

Albania – figure 8: Net budget balances vis-à-vis the EU budget in the simulated pre-accession 
(2018-20) and post-accession (2021-23) period expressed as per cent of GNI and EUR per capita 

 

Albania – annex table: Main macroeconomic indicators 

 2014 2015 2016 2017 

GDP (million EUR) 9.969 10.218 10.723 11.619 

GDP (million PPS) 24.023 24.609 24.875 25.932 

GDP per capita (EUR) 3.445 3.537 3.717 4.034 

GDP per capita (PPS) 8.301 8.518 8.622 9.004 

GDP per capita (PPS) as per cent of EU-27 30 30 30 30 

Population (thousand) 2.894 2.889 2.885 2.880 

Growth rate 1,77 2,23 3,37 3,70 

GDP deflator 1,77 0,27 1,52 4,20 

Source: GDP EUR (AMECO), GDP PPS (AMECO), Population (World Economic Outlook), Growth rate 

(World Economic Outlook), GDP deflator (AMECO) 
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Albania – annex table: Regional prosperity at NUTS-2 level 

NUTS2  
Code 

Name of  
Region 

2014 GDP  
PPS/capita 

2015 GDP  
PPS/capita 

2016 GDP  
PPS/capita 

2014-16 
average 

% of EU-27 GDP 
PPS/capita  

AL01 Veri 6.447 6.802 6.916 7.131 24% 

AL02 Qender 9.970 10.470 10.526 10.952 37% 

AL03 Jug 8.048 7.742 7.893 8.380 28% 

Source: Eurostat   
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5.2.4 Serbia 

 

Serbia – main table: Allocations from the EU budget by EU budget headings, contributions to the 
EU budget  by own resources and net budgetary balances in the simulated pre-accession (2018-20) 
and post-accession (2021-23) period in million EUR (2018 prices) 

Allocations from the EU budget 
(million EUR, 2018 prices) 

2018 2019 2020 2021 2022 2023 18-20 
avg. 

21-23 
avg. 

H1 Smart and Inclusive Growth 0 0 0 761 1.005 1.266 0 1.011 

Competitiveness 0 0 0 132 132 132 0 132 

Cohesion 0 0 0 629 872 1.134 0 879 

Less developed regions 0 0 0 407 565 735 0 569 

European Territorial Cooperation 0 0 0 13 17 21 0 17 

Cohesion Fund 0 0 0 210 291 378 0 293 

H2 Sustainable growth 0 0 0 421 522 619 0 521 

Direct payments 0 0 0 148 175 200 0 174 

Market measures 0 0 0 27 27 27 0 27 

Rural development 0 0 0 244 318 390 0 317 

Fisheries 0 0 0 2 2 2 0 2 

H3 Security and citizenship 0 0 0 68 68 68 0 68 

H4 Global Europe (IPA II) 229 225 220 0 0 0 225 0 

H5 Administration 0 0 0 37 37 37 0 37 

H6 Compensations 0 0 0 85 63 52 0 67 

Total (commitments) 229 225 220 1.372 1.694 2.043 225 1.703 

Total (payments) 201 214 218 671 1.015 1.428 211 1.038 

         

Contributions to the EU budget         

Traditional own resources 0 0 0 85 87 90 0 87 

VAT resource 0 0 0 62 64 67 0 64 

GNI resource 0 0 0 336 349 362 0 349 

Total contributions 0 0 0 482 500 519 0 500 

         

Net budget balance 201 214 218 189 515 910 211 538 
 

Key features 

- Total commitment appropriations will increase from an average annual level of between EUR 

220 and EUR 230 million in last pre-accession years to close to EUR 1,400 million in the first 

and to over EUR 2,000 million in the third year of the membership. 

- Contributions to the EU budget will amount to an annual level of around EUR 500 million in 

the first years of the EU membership. 

- Positive net budget position will be slightly lower in the first year of the EU membership than 

in the last pre-accession year (close to EUR 220 million in the last pre-accession year and EUR 

190 million in the first membership year) before it will increase to over EUR 900 million in the 

third year of the EU membership.  
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Serbia – figure 1: Total commitment and payment appropriations from the EU budget in the 
simulated pre-accession (2018-20) and post-accession (2021-23) period in million EUR 

 

Serbia – figure 2: Total commitment appropriations from the EU budget in the simulated pre-
accession (2018-20) and post-accession (2021-23) period expressed as per cent of GNI and EUR per 
capita 

 

Serbia – figure 3: Composition of commitment appropriations from the EU budget in the simulated 
pre-accession (2018-20) and post-accession (2021-23) period in million EUR 
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Serbia – figure 4: Composition of cohesion policy allocations from the EU budget in the simulated 
post-accession (2021-23) period in million EUR and per cent of total 

 

Serbia – figure 5: Composition of agricultural policy allocations from the EU budget in the 
simulated post-accession (2021-23) period in million EUR and per cent of total 

 

Serbia – figure 6: Payment appropriations from the EU budget, contributions to the EU budget and 
net budget balances in the simulated pre-accession (2018-20) and post-accession (2021-23) period 
in million EUR 
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Serbia – figure 7: Contributions to the EU budget in the simulated pre-accession (2018-20) and 
post-accession (2021-23) period expressed as per cent of GNI and EUR per capita 

 

Serbia – figure 8: Net budget balances vis-à-vis the EU budget in the simulated pre-accession (2018-
20) and post-accession (2021-23) period expressed as per cent of GNI and EUR per capita 

 

Serbia – annex table: Main macroeconomic indicators 

 2014 2015 2016 2017 

GDP (million EUR) 33.334 33.489 34.620 36.803 

GDP (million PPS) 72.231 74.712 75.748 77.439 

GDP per capita (EUR) 4.674 4.726 4.931 5.263 

GDP per capita (PPS) 10.128 10.544 10.789 11.074 

GDP per capita (PPS) as per cent of EU-27 37 37 37 37 

Population (thousand) 7.132 7.086 7.021 6.993 

Growth rate -1,83 0,76 2,78 3,00 

GDP deflator -0,93 -0,29 0,56 4,24 

Source: GDP EUR (AMECO), GDP PPS (AMECO), Population (World Economic Outlook), Growth rate 

(World Economic Outlook), GDP deflator (AMECO) 
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Serbia – annex table: Regional prosperity at NUTS-2 level 

NUTS-2  
Code 

Name of  
Region 

2014 GDP  
PPS/capita 

2015 GDP  
PPS/capita 

2016 GDP  
PPS/capita 

2014-16 
average 

% of EU-27 
GDP 

PPS/capita 

RS01 Beogradski region 16.901 17.614 17.794 18.500 62% 

RS02 Region Vojvodine 10.433 10.251 10.984 11.200 38% 

RS03 Region Šumadije i Zapadne Srbije 7.165 7.472 7.544 7.844 26% 

RS04 Region Južne i Istočne Srbije 6.502 6.784 6.846 7.120 24% 

Source: Statistical Office of the Republic of Serbia and Eurostat 
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5.2.5 Bosnia and Herzegovina 

 

Bosnia and Herzegovina– main table: Allocations from the EU budget by EU budget headings, 
contributions to the EU budget  by own resources and net budgetary balances in the simulated pre-
accession (2018-20) and post-accession (2021-23) period in million EUR (2018 prices) 

Allocations from the EU budget 
(million EUR, 2018 prices) 

2018 2019 2020 2021 2022 2023 18-20 
avg. 

21-23 
avg. 

H1 Smart and Inclusive Growth 0 0 0 326 422 524 0 424 

Competitiveness 0 0 0 70 70 70 0 70 

Cohesion 0 0 0 257 353 454 0 355 

Less developed regions 0 0 0 160 221 285 0 222 

European Territorial Cooperation 0 0 0 11 15 18 0 15 

Cohesion Fund 0 0 0 86 118 151 0 118 

H2 Sustainable growth 0 0 0 223 278 330 0 277 

Direct payments 0 0 0 73 86 98 0 85 

Market measures 0 0 0 14 14 14 0 14 

Rural development 0 0 0 136 177 217 0 177 

Fisheries 0 0 0 1 1 1 0 1 

H3 Security and citizenship 0 0 0 37 37 37 0 37 

H4 Global Europe (IPA II) 105 103 101 0 0 0 103 0 

H5 Administration 0 0 0 20 20 20 0 20 

H6 Compensations 0 0 0 38 28 23 0 30 

Total (commitments) 105 103 101 645 785 934 103 788 

Total (payments) 51 64 74 305 476 670 63 484 

         

Contributions to the EU budget         

Traditional own resources 0 0 0 44 46 47 0 46 

VAT resource 0 0 0 27 28 29 0 28 

GNI resource 0 0 0 148 152 157 0 152 

Total contributions 0 0 0 220 226 233 0 226 

         

Net budget balance 51 64 74 85 249 437 63 257 
 

Key features 

- Total commitment appropriations will increase from an average annual level of around EUR 

100 million in last pre-accession years to close to EUR 650 million in the first and to over EUR 

900 million in the third year of the membership. 

- Contributions to the EU budget will amount to an annual level of between EUR 220 and EUR 

230 million in the first years of the EU membership. 

- Positive net budget position will increase from an annual average of just over 60 million in the 

three pre-accession years close to 440 million in the third year of the membership.  

  



66 
 

Bosnia and Herzegovina – figure 1: Total commitment and payment appropriations from the EU 
budget in the simulated pre-accession (2018-20) and post-accession (2021-23) period in million 
EUR 

 

Bosnia and Herzegovina – figure 2: Total commitment appropriations from the EU budget in the 
simulated pre-accession (2018-20) and post-accession (2021-23) period expressed as per cent of 
GNI and EUR per capita 

 

Bosnia and Herzegovina – figure 3: Composition of commitment appropriations from the EU 
budget in the simulated pre-accession (2018-20) and post-accession (2021-23) period in million 
EUR 
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Bosnia and Herzegovina – figure 4: Composition of cohesion policy allocations from the EU budget 
in the simulated post-accession (2021-23) period in million EUR and per cent of total 

 

Bosnia and Herzegovina – figure 5: Composition of agricultural policy allocations from the EU 
budget in the simulated post-accession (2021-23) period in million EUR and per cent of total 

 

Bosnia and Herzegovina – figure 6: Payment appropriations from the EU budget, contributions to 
the EU budget and net budget balances in the simulated pre-accession (2018-20) and post-
accession (2021-23) period in million EUR 
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Bosnia and Herzegovina – figure 7: Contributions to the EU budget in the simulated pre-accession 
(2018-20) and post-accession (2021-23) period expressed as per cent of GNI and EUR per capita 

 

Bosnia and Herzegovina – figure 8: Net budget balances vis-à-vis the EU budget in the simulated 
pre-accession (2018-20) and post-accession (2021-23) period expressed as per cent of GNI and EUR 
per capita 

 

Bosnia and Herzegovina – annex table:  Main macroeconomic indicators 

 2014 2015 2016 2017 

GDP (million EUR) 13.937 15.000 15.200 16.000 

GDP (million PPS) 29.886 39.300 40.800 43.400 

GDP per capita (EUR) 3.600 3.883 3.944 4.161 

GDP per capita (PPS) 7.721 10.173 10.586 11.287 

GDP per capita (PPS) as per cent of EU-27 28 35 37 38 

Population (thousand) 3.871 3.863 3.854 3.845 

Growth rate 1,08 3,02 1,99 2,50 

GDP deflator 0,83 4,48 -0,64 2,70 

Source: GDP EUR (AMECO), GDP PPS (AMECO), Population (World Economic Outlook), Growth rate 

(World Economic Outlook), GDP deflator (AMECO) 
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5.2.6 Kosovo*10 

 

Kosovo* – main table: Allocations from the EU budget by EU budget headings, contributions to the 
EU budget  by own resources and net budgetary balances in the simulated pre-accession (2018-20) 
and post-accession (2021-23) period in million EUR (2018 prices) 

Allocations from the EU budget 
(million EUR, 2018 prices) 

2018 2019 2020 2021 2022 2023 18-20 
avg. 

21-23 
avg. 

H1 Smart and Inclusive Growth 0 0 0 136 177 221 0 178 

Competitiveness 0 0 0 31 31 31 0 31 

Cohesion 0 0 0 105 146 190 0 147 

Less developed regions 0 0 0 65 91 118 0 91 

European Territorial Cooperation 0 0 0 5 7 8 0 7 

Cohesion Fund 0 0 0 35 49 63 0 49 

H2 Sustainable growth 0 0 0 84 107 128 0 107 

Direct payments 0 0 0 18 21 24 0 21 

Market measures 0 0 0 3 3 3 0 3 

Rural development 0 0 0 63 82 101 0 82 

Fisheries 0 0 0 1 1 1 0 1 

H3 Security and citizenship 0 0 0 17 17 17 0 17 

H4 Global Europe (IPA II) 98 96 95 0 0 0 96 0 

H5 Administration 0 0 0 9 9 9 0 9 

H6 Compensations 0 0 0 15 11 9 0 12 

Total (commitments) 98 96 95 262 322 385 96 323 

Total (payments) 86 92 93 165 225 297 90 229 

         

Contributions to the EU budget         

Traditional own resources 0 0 0 22 23 24 0 23 

VAT resource 0 0 0 11 12 12 0 12 

GNI resource 0 0 0 61 63 66 0 63 

Total contributions 0 0 0 94 97 101 0 97 

         

Net budget balance 86 92 93 71 127 195 90 131 
 

Key features 

- Total commitment appropriations will increase from an average annual level of close to EUR 

100 million in last pre-accession years to over EUR 250 million in the first and to close to EUR 

400 million in the third year of the membership. 

- Contributions to the EU budget will amount to an annual level of close to EUR 100 million in 

the first years of the EU membership. 

- Positive net budget position will increase from an annual average of close to 90 million in the 

three pre-accession years to almost 300 million in the third year of the membership.  
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Kosovo*– figure 1: Total commitment and payment appropriations from the EU budget in the 
simulated pre-accession (2018-20) and post-accession (2021-23) period in million EUR 

 

Kosovo*– figure 2: Total commitment appropriations from the EU budget in the simulated pre-
accession (2018-20) and post-accession (2021-23) period expressed as per cent of GNI and EUR per 
capita 

 

Kosovo*– figure 3: Composition of commitment appropriations from the EU budget in the 
simulated pre-accession (2018-20) and post-accession (2021-23) period in million EUR 
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Kosovo*– figure 4: Composition of cohesion policy allocations from the EU budget in the simulated 
post-accession (2021-23) period in million EUR and per cent of total 

 

Kosovo*– figure 5: Composition of agricultural policy allocations from the EU budget in the 
simulated post-accession (2021-23) period in million EUR and per cent of total 

 

Kosovo*– figure 6: Payment appropriations from the EU budget, contributions to the EU budget 
and net budget balances in the simulated pre-accession (2018-20) and post-accession (2021-23) 
period in million EUR 
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Kosovo*– figure 7: Contributions to the EU budget in the simulated pre-accession (2018-20) and 
post-accession (2021-23) period expressed as per cent of GNI and EUR per capita 

 

Kosovo*– figure 8: Net budget balances vis-à-vis the EU budget in the simulated pre-accession 
(2018-20) and post-accession (2021-23) period expressed as per cent of GNI and EUR per capita 

 

Kosovo*– annex table: Main macroeconomic indicators 

 2014 2015 2016 2017 

GDP (million EUR) 5.600 5.800 6.100 6.300 

GDP (million PPS) 12.600 15.800 16.600 17.700 

GDP per capita (EUR) 3.103 3.273 3.442 3.555 

GDP per capita (PPS) 6.981 8.916 9.367 9.988 

GDP per capita (PPS) as per cent of EU-27 25 31 32 34 

Population (thousand) 1.805 1.772 1.772 1.772 

Growth rate 1,22 4,10 3,42 3,50 

GDP deflator 3,85 -0,50 1,69 -0,21 

Source: GDP EUR (AMECO), GDP PPS (AMECO), Population (World Economic Outlook), Growth rate 

(World Economic Outlook), GDP deflator (AMECO) 

 

 


