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EUROPE ... QUESTIONS AND ANSWERS 

HOW DOES THE EUROPEAN 
UNION WORK? 



• 

The terms 

'European 
Community' 

and IEuropean 
Union' are used in 

this text to speak of that 

political entity which 

was born as the 

European Economic 

Community 

(or Common Market) 

through the Treaty of 

Rome in 7957 and 

subsequently evolved 

first into the European 

Community and finally 

to the European Union 

through the Maastricht 

Treaty of 7997, or 

the Treaty on European 

Union ' as it is formally 

known. 

The legal construction 

of the latter treaty, 

in so-called 'p illars', 

stipulates that most 

policy matters fall 

legally under the scope 

of the still existing 

European Community 

(e.g. everything relating 

to the single market and 

the common agriculture 

policy), but two 

important areas, the 

common foreign and 

security policy and 

justice and home affairs 

form the second and 

third pillars. Th ey have 

a different legal 

framework under the 

'roo f' of the European 

Union. 
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1e EU means many things to many people. 
For some it has been at the core of efforts to help 
maintain peace over the past 50 years in a continent 
which in the past has been riven by rivalry and 
suspicion. Others, however, talk of its political 
impotency. Why, they wonder, as a supposed 
political union, has it not been able to intervene 
effectively in the former Yugoslavia? 

For many the EU is primarily about the single market 

and the opportunities and benefits this presents to 

businesses, students, pensioners and holidaymakers. 


A number of people feel that it is becoming increas

ingly difficult to see the wood through the trees. They 

look back and ask whether the EU's current respons

ibilities really are fulfilling the visions of its founders, 

or whether those visions have themselves become 

lost in the ambiguities of post cold-war Europe? A fair 

question would be: What exactly is the EU for now? 


Likewise, you may want to know how the EU 
benefits you directly, in practical terms. 


The EU's institutions are inundated daily with 

enquiries by people hoping to get to the root of 

many such questions. This booklet, in a series of 

several, seeks to give brief bu t concise answers to 

the most frequent of these questions. 


Ultimately, the EU is more than just the sum of its 

parts. Its Member States created it to help solve 

problems that cannot now be effectively tackled by 

countries acting alone. The point is that the EU 

offers opportunities, not restrictions. 
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1 The origins and alms 
of the European Union 

What are the origins 
of the European Union? 

The European Union, or the European 
(Economic) Community as it was orig
inally known, arose from the ashes of 
World War Two. Its goal was then as it 
is now to ensure peace, prosperity and 

a new sta It for a conti ncnt whose 
political and economic foundation s 
had effectively disintegrated. 

A number of different organizations, 
with different priorities, were estab
li shed in order that this goal could be 
rea lized. Focusing on military and 
security issues were the N orth Atlantic 
Treaty Organi zation (NATO ) and the 
Western European Union (W EU), 
while the founding of the Council of 
Europe in 1949 sought to encourage 
pol iti ca l cooperation between the 
cou ntries of Europe. 

Ihe precursor of today 's Europea n 
Union was effecti vely the European 
Coal and Steel Community (ECSC )' 
which came into fo rc e in 19 5 2. 
Unlike other organizations, its six 
found er members - Belgium, the 
Federal Republic of Cerman y, France, 
Italy, Luxelllbourg and the Nether
lands - quite consciously sought to 
sow the seeds of greater European in 
tegration and lasting peace by pool ing 
all their coal and steel production 
under this sillgle organizat io ll. 

The adherell ce to the goal of Euro
pea n unity through cconomic illtegra
tion was further enhanced by the Six 
agreeing the terill s of the Europeall 
Atomic Energy COlllmunity (Euratom) 
and, in March 1957, the Europea n 
Economic Community (EFC). 



Has not the European Union 
always been about economic 
integration, over and above 
political union? 

Yes and no, for while the Community's 
goal has always been to bring about 
peace and prosperity for its citizens 
within the framework of an 'ever clos
er union' , this has been found more 
difficult to achieve than predicted 

For instance, while economic integra
tion was being put into place in the 
1950s, attempts were also being made 
to introduce more political el ements 
of integration. One of the most overt 
instances of this was th e French Gov
ernment's launch of a plan to set up a 
European Defe nce Community in 
195Cl. Th is, however, had to be aban
doned in 1954 when the French Na
tional Assembly refused to endorse it. 

The next major attempt was made in 
the early 1960s when the six founder 
cou ntries instructed a com m ittee to 
come up with proposals, known as the 
'F ouchet plans', for a political charter 
for 'the union of their peoples ' . This 
quickly ran aground amidst irreconc il
able differences of opinion. 

It was not until th e early 1970s that the 
goal of 'an ever c loser union amongst 
the peoples of Europe' was again de
bated in ea rnest by Europe's leaders . 
Nevertheless the direction envisaged, 
namely the establishment of Economic 
and Monetary Union by the end of the 
decade and the implementation of a 
common foreign policy, as well as of 
common regional and social pol icies, 
proved too controve rsial. Furthermore 
a new constitutional structure would 
have to have been put in pl ace. The 
ta lks ended in failure. 

Why then has the European 
Union 'deepened' in the way 
that it has over the past 
decade or so? 

Political union has always been at the 
heart of European integration, but be
cause the countries of Europe have de
veloped different priorities over the 
centuries, and as this was reflected in 
the amounts of sovereignity they were 
each prepared to pool , this process has 
always been haphazard and by nature 
incremental. 

One successful attempt to widen the 
scope for the coordination of national 
policies came in 1970 with the 
setting-up of a voluntary intergovern
mental instrumen t coordinating Euro
pean Political Cooperation (EPC) in 
foreign pol icy. 

Another sign of progress was evident 
in the selling-up of the European mon
etary system (EMS) in 1979. Designed 
to create a zone of moneta ry stability 
in Europe, as free as poss ible from un 
predictable currency flu ctuations, it 
remains the bed rock from which the 
exchange rate mechanism (ERM) and 
the ultimate goal of economic and 
monetary un ion (EMU ) have grow n. 

The main reason to set 
up the EU - or rather 
its forerun ners in the 
7 950s - was the quest 
for peace and prosper
ity after the destruction 
of World War II. Over 

the years people have 
realized the necessity to 
work together in more 
areas tackling common 
problems that countries 
could not solve alone 
any longer. 

5 



6 

The Council of the European Union 

The Council of the European Union, usually known as 

the Counc il of Ministers is where the M ember States leg islate 

for the Union, set its political objectives, coordinate their 

national policies and resolve differences between themselves 

and with other institutions. It decides some matters by 

qualified major ity voting, and others by unanimity. Each 

meeting of the Council brings together Member States ' 

representatives, usually mini sters, who are responsible to 
their national parliaments and public opinion. In its 

procedures, its customs and practices, and even its disputes, 

the Council depends upon a degree of solidarity and trust 

which is rare in relations between States. 

The Presidency 

The Presidency of the Council rotates between the Member 

States every six months: january until june, july until 

December. The Pres idency's role has become increasingly 

important as the responsibilities of the Union have 

broadened and deepened. It must: arrange and preside over 

all meetings; elaborate acceptable compromises and find 

pragmatic: so lutions to problems submitted to the Council; 
seek to secure consistency and continuity in decision-taking. 

Members: ministers of the 15 Member States 

Presidency: hom 1 jul y 1996 rotates every six months in the 

following sequence: Ireland, the Netherlands, Luxembourg, 

the United Kingdom, Austria, Germany, Finland, Portugal , 

France, Sweden, Belgium, Spain, Denmark, Greece, Italy. 
Meeting place: Brussels, except in April, june and October 

when all Council meetings take place in Luxembourg. 

What did the Single European 
Act and the Maastricht Treaty 
contribute to this process? 

The Sin gle European Act, in force 
since July 1987, wa s the culmination 
of several years of intense debate look
ing at how the process of Europea n 
integration could be re-Iaunched, 
improved and made more relevant to 
the European people. 

The result was a detailed legal frame
work establi shing the single market in 
goods, capital and services, and the 
guarantee of the free movement of 
people. It also called for closer coop
eration on the environment and on re
search and development, as well as a 
form al legal agreement on European 
political cooperation. 

The Treaty on European Union, or the 
Maastricht Treaty as it is more com
monly know n, took the process of 
European integration one step further, 
paving the way for the introduction of 
a single currency - the next logical 
step towards a frontier- free market 
and setting up new, largely intergov
ernmental political structures or 
'pillars' to enable the Union to fulfil its 
respon sibilities as a leading global 
power in a rapidly changing world. 
These are the common foreign and se
curity policy and cooperation in the 
field of justice and home affairs. 

However, the Maastricht TI·eaty suffered 
from a great deal of criticism and pub
lic distrust, clearly voiced in referen
dums in Denmark and France, within 
the House of Commons in the United 
Kingdom and by the Constitutional 
Court in Germany. In particular, efforts 
to cement and timetable ongoing 



moves tow ards economic and mone
tary union (from wh ich Denmark and 
the UK have 'opted-out'); to create a 
common social po licy (from which the 
UK has opted-out) and to aim eventual 
ly to create a common defence o r army, 
have proved content ious. 

W hat has been learned 
from this experience? 

As a resu lt of the M aastr icht Treaty's 
tempestuous rat ifi cation passage, it 
became abundantly cl ear that Europe
an in tegration could not and should 
not be implemen ted by a seemingly 
d istant hi era rchy of governmental and 
European institu tions operat i ng appar
ently at will, and apparently behind 
cl osed doors . 

It was cl ear that the Europea n Commu
ni ty and its inner workin gs must be 
opened up and made more compre
hens ible. For one, the Council of the 
EU has opened important debates 
between nati onal ministers to journal
ists and telev ision cameras. O n a more 
practical level , the Com miss ion has 
promi sed to consul t more w idely be
forehand when proposing legislation. 
In carrying out th ese and other adju st 
ments, and by re-negotiatin g the bal
ance of pow ers between national gov
ern ments, the European Commiss ion, 
the Eu ropean Par liament and the 
Counc il of Ministers, the Community 
cou ld also be made more democratic 
and thus more rel evant. These ki nds of 
quest ions wil l be addressed at the 1996 
Intergovernmental Conference (IGC). 

The signing ceremony 

of the Treaty on 

European Union 

at Maastrich t, 

the Netherlands 

in 1991 . 

The European Commission 

The role and responsibi lities of the European Commission place it 

firm ly at the cen tre of the European Union's po licy-making process . 


In so me respects, it acts as the heart of Europe, from whi ch the other 


insti tut ions derive much of their energy and purpose. The present 


Commi ss ion has f ive women members , more than any of its 


predecessors. The President is chosen by the Heads of State or 


Government mee ting in the European Cou nc il after consulting the 


European Parli ament. The other members of the Commission are 


nominated by the 15 member gove rn ments in consultat ion with the 

incomi ng President. 


The Council and the Europea n Parl iament need a proposal 

from the Commi ss ion before they can pass legislation and 


EU laws are mai nly upheld by Commission action. Thus the 

integrity of the si ngle market is preserved by the Comm ission pol ic ing 


with agr icu ltu ral and regiona l development pol icies wh ich are 

sustained, managed and developed by the Commiss ion, as is 

development coopera tion w ith the countries of Central and Eastern 


Europe, Africa, the Caribbean and Pacific. Research and technologica l 

development programmes, vital for the future of Europe, are also 


orchestrated by the Commi ss ion. 


Number of Members: 20 


Number per country: two from France, Germany, Ita ly, Spa in and the 

United Kingdom and one from each of the other Member States. 

Term of office: 5 years (1995-2000) 
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What can I expect to see 
coming out of the 1996 
Conference? 

This is hard to say, as only the prelim
inary negotiations have taken place. 
The so-called 'Reflection Group' of 
rep resentatives of national govern
ments, the European Parliament and 
the European Commission, has drawn 
up the parameters for the real di scus
sions wh ich started on 29 March 1996 
between Foreign Ministers. Any con 
cluding deal is the responsibility of the 
governments, each with their own 
priorities and ex pectations. The three 
broad areas up for discussion , howev
er, appear to be as follows: 

(i) making Europe relevant to its c iti
zens: by making sure it meets your ex
pectations and concerns. Thus Minis
ters looked at i ncl ud i ng the pri nc i pie 
of respect for fundamental freedoms 
and human rights in the Treaty; many 
felt that there needs to be closer inter
governmental cooperation in the field 

. ___--==±fi~ 

of police and judicial affairs; that job 
creation and the environment must be 
given a higher profile; and th at the 
Community's institutions ought to be 
more accessible and transparent, al
lowing easier access to information 
and made more consultative in nature. 

(ii )a n efficient and democratic Union: 
so that better decisions can be taken 
faster, with an extension of majority 
voting in some new areas, and with an 
eye on the next enlargement. Minis
ters also feel that national pari iaments 
should parti c ipate more closel y in 
Europe's dec ision-makin g process, 
especially in terms of scrutin y, that the 
European Commission could be made 
more accountable to the European 
Parliament, and that in general the 
European Union should try to do not 
more but better. 



(iii) external Union action: it is felt 
that the EU has to be abl e to face up 
to the post-cold war challenges in an 
effective and coordinated manner. 
There could, for instance, be some 
kind of a European foreign policy 
supremo so that a more united front 
can be presen ted. Europe's defence 
and security policy is also thought to 
need more coord i nation, and may be 
allowed to develop a more specifical
ly Europea n identity. Many see the 
answer to this being the gradual 
integration of the West European 
Union (WEU) into the Union. 

How many members 
might the European Union 
eventually have? 

This is difficult to forecast, although it 
is qu ite clear that a large number of 
neighbouring countries hope to join in 
the not too distant future, or at least de
velop much closer ties. These include: 
Poland, the Czech Republ ic, Slovakia, 
Hungary, Bulgaria, Romania, Slovenia, 
the Baltic States of Estonia, Latvia and 
Lithuania, Malta and Cyprus. 

The desire for stability and a lasting 
peace across the whole of Europe, and 
the hope that all its democrac ies 
might be brought together under one 
roof, has meant that the Union is re
sponding very positively. It is looking 
to deepen the strong links which have 
already been established with all 
these countries - mainly through 
prefe rential trading opportunities and 
a variety of forms of econom ic assis
tance. Political dialogue is also under
way. Some applicant countries' minis
ters already sit in on some of the most 
important EU ministerial meetings, 
giving them the right to air their views 
at the highest level and to see at close 
range how the EU works internally 
and how it solves its own problems. 

Intergovernmental conferences have become an 
increasingly frequent event on the EU 's political calendar. 
The 1996 ICC will be fourth in eleven years, but only the 
sixth in the Union's 45-year history. ICCs are, by definition, 
negotiations between governments outside the framework of 
the Union's procedures and institutions. 

The first round of accession negotia
tions, with Malta and Cyprus, wi II be
gin six months after the conclusion of 
the ICC; once opinions on the appli
cations and a preliminary decision on 
the future financing of the Union have 
been agreed, it is hoped that talks can 
then open with other appl icant coun
tries at the same time. 

So that this may be realized, the Heads 
of government also agreed at the Euro
pean Council in Madrid to intensify the 
EU 's 'pre-accession strategy' so that the 
applicant countries' market economies 
can be more fully developed, th eir 
structures of government fully adjusted 
and a more stable economic and mon
etary environment created in each. 

9 
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2 Subsidiarity 


Who defines what 
the European Union 
can and cannot do? 

The Comm unity's powers and respon
sib ilit ies are those given to it by its 
Member States. These are laid out in 
th e various treati es they have signed. 
The most important are the Treaties of 
Rome (signed in 1957), the Single Eu
ropean Act and the Treaty on Europe
an Union or 'Maastricht Treaty'. 

The Treat ies, agreed by the Member 
States, explicitly address the common 
recognition that certain problems are 
beyond the control of a single nation 
state and are better tackled together. 
In order to fulfil th is, a system had to 
be devised th at works both efficiently 
but at the same time is able to balance 
the perhaps conflicting national inter
ests. In this vein, the European Com
mission acts as 'guardian of the 
treaties' and has th e right to propose 
legislation; it is then for the Member 
States to decide together in the Coun
cil of th e European Union, often by 
majority voting, whether to imple
ment the proposal or have it amend·· 
ed. The Europea n Parliament also 
plays a significant role in this process; 
it can scrut inize, amend and veto pro
posals in line with the powers accord
ed to it. Of course, in some cases, nei
ther government ministers nor the 
Members of the European Parliament 
(M EPs) are able to agree on the propo
sa ls put forward by the Commission, 
but this is rare as the Commission will 
onl y propose legislation if it is sure it 
has the support of the majority. 



How are European laws made? 

legislative power 

Originally, the Treaty of Rome (195 7) gave the European Parliament only a consultative role, allowing the 
Eu ropean Commission to propose and the Council of M inisters to decide legislation. Subsequent treaties 
have extended the Parliament's infl uence to include amend ing and even adopting legislation so that the 

Pa rliament and Council now share the power of decision in a large number of areas. There are generally 

four types of procedu re: 

(i) 	 The consultation procedure requ ires an opin ion from the Parliament before a legislative proposal from the 

Commiss ion can be adopted by the Counci l. Th is applies, for example, to the agricu ltural price review. 

(i i) The cooperation procedure al lows Parl iament to improve proposed legi slation by amendment. It in

volves two read ings in Parliament, giving Members ample opportu nity to review and amend the Com 
m iss ion 's proposal and the Counc il's prel im inary position on it. This procedu re appl ies to a la rge num
ber of areas including the European Regional Development Fund, research, the env ironment and over
seas cooperation and development. 

(iii ) The co-decision procedure shares decis ion-making power equall y between the Par liament and the 

Council. A conc il iation committee - made up of equal numbers of Members of Parliament and of the 
Council, with the Commission present - seeks a compromise on a text that the Counci l and Pa rl ia

ment ca n both subsequently endorse. If there is no agreement, Parliament can reject the proposal out

ri ght. The co-decision procedure applies to a wide range of issues such as the free movement of work 

ers, consumer protection, education, culture, hea lth and trans-European networks . 
(iv) The assent procedure is required for important international agreements such as the accession of new 

Member States, association agreements with third countries, the organization and objectives of the 
Structural and Cohesion Funds and the tasks and powers of the European Central Bank. 

Under this procedure Parliament may give or withhold its agreement on the instrument laid before it but 

may not amend it. Through the changes introduced by the Maastricht Treaty, the Eu ropean Union has 
become more democratic: while the Commission remains the starting point of the deci sion-making 
process, the powers of the Europea n Parliament were increased, in particular by introducing the 

co-decision procedure and by extending the scope of the cooperation and assent procedures; and fi nally, 
the use of qualified-majority voting in the Council was extended to new areas. 

How are European laws applied? 

Community legislation 

Community law, adopted by the Council - or by the Parl iament and Counc il in the framework of 
the co-dec ision procedure - may take the following forms: 

(i) 	 Regulat ions: these are directly applied without the need for national measures to implement them. 

(ii) 	 Directives: bind Member States as to the objectives to be achieved wh ile leaving the national 
author ities the power to choose the form and the means to be used; 

(i i i) Decisions: these are binding in all their aspects upon those to whom they are addressed. A decis ion 

may be addressed to any or all Member States, to undertakings or to individua ls; 

(iv) Recommendations and opinions: these are not binding. 

Community legislation, as well as the Council's common positions transmitted to the Eu ropean Parliament, 
are published in the Official Journal of the European Communities in all the offi cial languages. 

11 
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A matter for national governments or the EU? 

EU National governements 

C==2:i1l1i!iE~iiliiE:::t==========J HeJJth and soc ial security 

C===:7iIllDl:flS:iiijzC==========J Education 

C===:liimlrm:;::Jii![:[i::======:::J Worker co-deterrninJtion 

...._______!!SoIS..............~_.....________.... Cultural affairs 


...._________________________... Unemployment 

...._________"""...._____= ______---' Immigration 

r-_~=========~~::::.::::~38~===:::;_::_..I Politi ca l asyl um:'II>...._______________....I!!!!!O_ _ .........IeI._ ____... Environment 

....______.....= ____....____iIoI.ii= _IOB___... Foreign policy 

....____________....______-"1'-'_ ___.... Combati ng drugs 

~=============~1~1 'II> ~~"'~:::;__: Resea rch~~===22...._____________.....IOI.I!!oo_ _ _ lB.&.... Cooperation with the Third World 

Source: Eurobarometer 40, 1994 (ex tract) 

'Should decisions be taken by the European Union or by national governments?' the Commission 
wanted to know in a Eurobarometer poll conducted at the end of 7993 across the then 72 
Member States (these polls have been keeping a finger on the pulse of European opinion since 
7973). The survey covered a representative sample of 7 000 people in each of the nine countries, 
plus 500 in Luxembourg, 7 000 each in the west and east of Germany, and 7 000 from Britain 
plus 300 from Northern Ireland in the United Kingdom. 

The findings showed that people preferred joint European decision-making in all areas where the 
problems transcend national borders (notably cooperation with developing countries, research, the 
fight against drugs, etc. - see chart). On the other hand, most people wanted decisions that 
concern them much more directly (especially on matters such as health, social security education, 
culture, etc.) to rest with their national governments. This picture broadly tallies with the approach 
followed by the Community through subsidiarity: problems that can be tackled better through joint 
rather than individual action are deaN with in the EU institutions, while decisions that can be 
taken close to the citizen at national or regional level do not" need to make any detour via the EU. 
This was set out in black and white in the Maastricht Treaty. 



Why has the Community 
also been given the right 
to take action in seemingly 
peripheral subjects such 
as education or tourism? 

During the late 1980s and 1990s the 
Community was given limited rights 
to get involved in a number of areas 
which have a more direct impact on 
our individual lives. The environment 
is one examp le, soc ial issues are 
another, but und er the Maastricht 
Treaty the Community was also given 
the go-ahead to deal with consumer 
rights, transport safety, certain aspects 
of education and public health and 
culture, among others. 

What exactly is subsidiarity? 

Subsidiarity is the level at which decis
ions are best taken. This is as true of 
individual organi zations and govern
ments, whether European or national, 
regional and local, as it is of business
es and even rei igions. 

There is no one complete definition of 
subsidiarity. However, perhaps the 
closest the EC Treat ies come is Article 
3b of the Maastricht Treaty, which de
mands that: 'in areas that do not fall 
within its exc lusive competence, the 
Community shall take action in accor
dance with the subsidiarity principle 
only if and in so far as the objectives 
of the proposed action cannot be suf
ficiently achieved by the Member 
States and can therefore, by reason of 

Environmental protection is an obvious example of something 
which will benefit from common action at a European level; acid rain 

does not respect national borders, neither do polluted rivers. By introdu

cing common laws on emission levels for factories, for instance, much 

can be achieved in fighting pollution. 

Thus the existence of Community programmes such as that helping mini

mize the risk of AIDS, another assisting the educational integration of the 
disabled, or one encouraging the raising of business sponsorship for the 

arts, all ensure that authorities learn from each other in a positive way, 
especially through research efforts and information campaigns. Some of 
these programmes necessarily have a short shelf life, but they are essen
tial for a deeper understanding of what works and what does not. They 

encourage employees, businesses, students, local and central government 
officials and the public as a whole across the Community to work more 
closely together, think on a bigger scale, perhaps more competitively and 
hopefully more effectively. 

So the emphasis in these cases is very much on voluntary cooperation 

the Community is not looking to harmonize here. Nonetheless this kind of 
involvement also raises questions about subsidiarity - is the Community 
really justified in looking at these and other issues? How deep can it go? 
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the scale or eFFects of the proposed 
action, be better ach ieved by the 
Community'. 

For instance, the Community leg isl ates 
on certain social issues, such as the 
consultation of workers or equa l op
portuniti es, but it does not and ca nnot 
make laws regarding wages, strikes or 
union membership. Sim ilarly, any 
progress it makes in the field of social 
security has to be agreed upon unani
mously in the Council. The principle 
that decisions should be taken as close 
to the citizens as possible has become 
an overriding one in the last few years. 

How is the European Union 
implementing subsidiarity 
in practice? 

The Commun ity 's powers have always 
been quite deliberately constrai ned by 
the Treaties wh ich created it. Howev
er, on Iy under the Maastri cht Treaty 
has the subsidiarity principle become 
formally incorporated under Commu
nity law. 

Europe's institut ions are takin g subsid
iarity very ser iously. Its effect can al
ready be seen in much of the legisla
tion implementing the single market, 
w here the goal of 'harmonization' , 
used w idely when legislating product 
and other standards in the lead up to 
the single market, has now been re
placed by their 'mutual recogni tion ', 

enab ling the free moveillent of goods 
throughout the Community so long as 
they live up to basic minimum re
quirements. In techni ca l ter llls, the 
switch to issuing 'Direct ives' rath er 
than 'Regu lations' gives Member 
States the freedom to implement Com
munity legislation as they deem ap
propriate, in accordance with their 
own national customs and needs. 

With thi s new approach to leg islation, 
sOllle 'o ld approach' harmonizing 
laws are now being found overly per
scriptive. The European COlllmi ss ion 
is in the midst of a comprehensive re
view of Illuch of th is legislation; some 
is being total ly retracted, others that 
had been temporari Iy shelved are now 
unlikely to be proposed. Some, such 
as the bathing and drinking water 
directives, are being amended or 
considerably simplifi ed . 

The European COllllllission also now 
produces a year ly report on how it has 
been implementing the principle of 
subsidia rity, and makes w ider consul 
tations before proposing legis lation, 
something evident in the regular use 
of Green and White Papers to encour
age debate. 



The Committee of the Regions 

The Committee of the Regions is the European Union's youngest institution 
whose birth reflects the Member States' strong desire not only to respect reg
ional and local identities and prerogatives but also to involve them in the de
velopment and implementation of European Union policies. For the first time 
in the history of the European Union, there is now a legal obligation to con
sult the representatives of local and regional authorities on a variety of mat
ters that concern them directly. 

Members: 222 comprising: France, Germany, Italy and the United Kingdom 
24 each, Spain 21, Belgium, Greece, the Nethe rlands, Portugal, Sweden 
and Austria 12 each, Denmark, Ireland and Finland 9 each and Luxembourg 6 

Te rm of office: Four years 

Meeting place: Brussels, five plenaries per year 

What effects might 
the debate over subsidiarity 
eventually have? 

Being a flexible and behavioural rath
er than purely a legal dictate, means 
that subsidiarity will continue to have 
im portant consequences for the Com
munity. This is all the more so as sub
si diari ty has become an increasingly 
important issue in the European de
bate as a whole as governments battle 
over th e minutiae of what powers the 
Community should and should not be 
endowed with. 

Q uite what effect thi s will have over 
time is really the prerogative of the 
Member States, for it is they who de
c ide what the Community can and 
can not do, but it is a debate open to a 
number of different interpretations. 

M any mainta in that by defin ing suc h a 
princip le ve ry cl osel y, a di ffi cult prop
ositi o n in practi ce, the EU 's powers 
would become more cod ifi ed and 

therefore its position more powerful. 
A list specifying that which lhe Com
munity is allowed to do is one sugges
tion. This would enable people to dif
ferentiate more clearly between Com
munity policies/programmes and 
those carried out by national govern
ments acting alone. 

On the other hand, sceptics maintain 
thaI by codifying subsidiarity in legal 
terms, the EU's institutions would be 
less able to encroach on issues they 
think ought to be dealt with solely by 
national governments. This is an issue 
will be debated at the 1996 Intergov
ernmental Conference, so at the time 
of writing it is impossible, to predict its 
outcome. Member States do nonethe
less agree that the concept of subsidi
arity cannol be turned into an instru 
ment for systematically reducing the 
Community's powers. 
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The Community's core policies and programmes 
are wi de-rang ing, but distinct. They include the rnanagernent of the single 

market, chiefl y making sure that the principles of the free movement of goods, 

services, capital and people are made a reality and, once agreed, are fully 

respec ted by all the Member States. Other core act ivities, many of them single 

market related, include the management of the main features of the common 

agricultura l policy and the common fisheries policy, a common compet ition 

pol icy, an environmental policy, a regional policy to reduce econom ic and 

soc ial disparities, help for small and medium-sized businesses, a consumer 

policy and elements of an industrial policy. It is also ab le to negotiate trade 

deal s with other countri es and trading blocks on behal f of the Comrnunity as 

a whole, part of an increasingly poli t ical role it is takin g on w ith regard to 

world affairs. 

Subsidiarity might also be said to apply to the relationship between 

national and reg ional government, or regional government and the 

Comrnunity. However, in the Community context, it refers only to the 

interaction between Europe's inst itutions and the Member States. 

1. ' It is for ea ch Member State to decide how its powers should be exercised 

domestically. The Community can only act w here Member States have given 

it the power to do so in the Treaties'. (Declaration by the Heads of State and 

Government at the Birmingham European Council on 16 October '1992) 

2. 'I have a different notion of subsidiar ity: it means not harmonizing every 

last nut or bolt, but stepping up cooperat ion wherever it is reall y wo rth it. 

We should take as our motto, 'Less action, but better action. " (Jacques Santer, 

President of the European Commission , Speech to the European Parliament, 

Strasbourg, 17 January 1995). 



3 The European Union budget 

How big is the Community 
budget, and who sets the cap 
on its expenditure? 

The Community budget, which for 
1995 was ECU 76 bi llion, was arrived 
at through a complex series of calcula
tions based on revenue raised from 
VAT in all Member States, customs du
ties on goods entering the Community, 
lev ies on agricul tura l goods imported 
into the Community, and sugar and 
isoglucose levies, introduced to en
courage producers to limit surpluses. 

The fourth major source of revenue, 
accounting for roughly a quarter of the 
Com munity budget, is based on each 
Member State's GNP, and is carefully 
assessed accord i ng to each cou ntry's 
abi lity to pay. As it is, the Community's 
budget is eq ui va lent to about 2.5% of 
total public spendi ng across the Com
munity, and is often underspent. 

Roughly speaking, Member States 
contribute to the budget accordi ng to 
their ab ility to pay. Germany is the 
strongest economy in the Community, 
and thus pays the largest share. How
ever direct payments for agricu lture 
distort this structure. Thus in the early 
1980s Member States ag reed that the 
United Kingdom would get an annual 
rebate as its net contribut ion to the EU 
budget outweighed its gross contribu
tion quite substantially, especially 
when considered in relat ion to its ec
onomic performance. 

Of course, the exact levels of Com mu
nity expenditure cannot be set defini
tively in advance, as it is practically 
impossible, for instance, to guage the 
density of trade com ing in and out of 
the Com munity for the forthcomin g 
year. Nevertheless the Member States 
and the European Pari iamen t agreed 
in 1992 that the Community budget 

Financing of the 1996 general budget 

by Member State 
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can grow to Eeu 80.11 billion in How is the Commu nity 
1999, or 1.27% of the Union's gross budget spent? 
nat io na l prod uct (G I'JP) . This w ill en 
able moneys to be spent on particular 
projects of benefit to the Community 
as a whol e, suc h as th e tra ns
European networks, wh ich will im 
prove tra nspo rt, telecomm unicat ion s 
and energy infrastru cture across th e 
Community, and the Cohes ion Fund, 
wh ich aim s to encourage investment 
intra nsport and envi ron mental pro
jects in less wea lthy Member States, 
thereby creatin g a more equa l single 
market and conditi ons more in line 
with economi c and mo netary union. 

Roughl y ha lf of the Comm unity's bud
get is spent on the common agricultu
ral poli cy (CAP), al though this propor
t ion is d imi nshing (i n 1988 it account
ed for nearly 60°1<) of the budget) as the 
CAP reform begins to bite. The freeing 
up of global trade in agricultural prod
uce has played a vital role in the re
form of the CAP, bringing with it the 
need for Commu nity prices to be more 
competiti ve and for production to be 

Updated financial perspective 1993-1999 (m illion feU) 
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brought into line with demand. Less 
money is going on stocking surpluses, 
with expens ive food 'mountains' al
most a th i ng of the past, and less on 
subsid izing exports to world markets. 

Howf Jer, the CAP has also been re
sponding to other demands, notably 
the safeguarding of the environment 
by discou raging intensive production 
methods, and th e development of a 
more defined Community rural policy 
aimed at safeguarding the rural econ
omy and making sure that small farm
ers manage to keep afloat. 

The CAP costs the average Commu
nity family 110 more than ECU 20 per 
week, and reforms have resulted in 
the Community underspending suc
cessive agricultural budgets, all of 
which is returned by right to the Mem
ber States. Farmers in the Community 
have benefited enormously over the 
past few years. In 1994 their incomes 
rose on average by nearly 7%. 

The other major slice of the Commu
nity budget, around 30%, is devoted to 
improving economic and social cohe-. 
sion. Reducing the disparities in wealth 
between regions and addressing the 
problem of unemployment are now 
top priorities for the Community. Ex
penditure is channelled through a 

number of funds, notab ly the European 
Regional Development Fund, which 
contributes to major infrastructure pro
jects in poor areas, the European Social 
Fund, which supports training and job 
creation schemes, particularly with re
ga rd to young people, the Cohesion 
Fund, a new device assi sting the con 
struction of transport and environmen
tal projects in four outlying areas of the 
Community (Ireland, Greece, Spain 
and Portugal), a new instrument chan
nellingmoney into areas suffering from 
the decline of the fishing industry, and 
the European Agri cultural Guidance 
and Guarantee Fund, which helps 
farmers adapt their activities in line 
with changing market needs, and funds 
environmental projects in areas where 
these are complementary to [rad itional 
farming methods. 
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What is the remammg 20% 
of the budget spent on? 

Other major items of expenditure In

clude the Community's extel'nal ac
tions, which, when including the Eu 
ropean Development Fund, some
thing that traditionally does not come 
lJllder the Community budget, ac 
counts for over 9% of the present bud
get. The Co mmunity's increasingly 
large contributions to the Third World 
means that it is now the world's lead
ing provider of development aid. It 
also has a substantial humanitarian 
aid budget, and has assisted in the 
former Yugoslavia, Rwanda, Cuba and 
Haiti , for instance, in 1994-9 5, At the 
same time the Community's Mediter
ranean neighbours and those in Cen
tral and Eastern Europe also benefit 
enormou sly from technical and other 
forms of assistance, much of it geared 
toward s preparing them for greater 
integration with the W estern world. 

Research and technologi ca l deve lop
men t also play an important role in 
the Community budget, and are high 
on the I ist of its pol itical priorities. By 
investin g in research, one is investing 
in the future. Action by the Commu
nity is intended to complement action 
at national level, and therefore pro
jects linking scientists ill several Mem
ber States are favoured. 



Under its framework programme for 
1994-8 the Europea n Commission 
w ill devote ECl) 12 billion to a wide 
and varied range of programmes in 
volving thou sa nds of re searc hers 
across the Community. 

Among these are progralllilles dealing 
w ith clean energy technologies, cl i
mate resea rch, information technolo
gy, biotechnology and controlled ther
monuc lear fu sion. The COlllmunity 
also has its own Joint Research Centre, 
made up of eight institutes in five 
countries (Gee l in Belgium, Karlsruhe 
in Germany, Ispra in Italy, Petten in 
the Netherlands and Sev ill e in Spain), 
which are working actively on a w ide 
wide range of projects, f rom a systelll 
to detect anti-personnel mines to pol 
lution studies in mountain ranges . 

What percentage of 
the Community budget 
is taken up by Europe's 
Institutions themserves? 

The total administrat ive expen ses of 
all European Institutions, the Eu ro
pean Commi ssion, the Parlia men t, the 
Counc il, the Cou rt of Ju sti ce, the 
Court of Aud itors, the Econom ic and 
Soc ial Committee and the Comm ittee 
of the Regions taken togethe r, comes 
to just under 5% of the Community 
budget. Contrary to popula r percep
tion, the 'B ru ssel s bureaucracy' is in 
fact ve ry small, and its civ i l servants 
do pay income taxes. The European 
Commission employs under 15 000 
staff, inc luding a good nu mber who 
dea l only with tra nslation and in ter
pretation. Th is is comparab le in size 
to a number of single nat ional mini s
t ri es. A ll European civil servants are 
subject to income taxes; thi s ranges 
from the lowest bracket of 10%, up to 
45% . They do not benefit f rom any 
major tax rei ief. 

The budgetary powers 
of the European Parliament 

The European I)arli ament approves the Union's budget each 

yea r. The budgeta ry procedure allows Parl iament to propose 

modifications and amendments to the Commission's initi al pro

posa ls and to the position taken by the Member States in Coun

cil. On agricu ltural spending and costs arising from in ternatio n

al agreements the Council has the last wo rd, but other expend i

ture - for example, education, socia! progra mmes, regiona l 

funds, environmental and cultural projects - the Pa rli ament 

dec ides in close cooperation with the Co uncil . 

In exceptional circumstances, the European r)ar l iament has 

even voted to reject the budget w hen its wishes have not been 

adequate ly respected . Indeed, it is the President of the Par lia

ment who signs the budget into law. 

Monitoring of expenditure is the contin uous work o f the Pa rli a

ment's Committee on Budgetary Control which seeks to make 

sure that money is spent on the purposes ag reed and to improve 

the preven tion and detection of fraud. Parliament makes an an

nua l assessment of the Commissi on 's management of the bud

get before approving the accounts and granting it a 'discharge' 

on the basis of the Annual Report of the Court of Au ditors. 

What is the European Parliament? 

The Eu ropean Parli ament is the direc tl y-el ected democratic ex

pression of the politica l wil l of the peop les of the Eu ropean 

Union. Representing 370 million citizens of the Un ion, its 

primary obj ectives are like those of any par liament - to pass 

good laws and to scruti nize and contro l the use of executive 

power. In recen t years its responsibilities have been gradually 

widened and its powers strengthened first by the Single Act of 

1987 and then by the Treaty on eu ropea n U nion of 1993. The 

most important powers of the Eu ro pean Parliament fall into 

th ree categories: legisl at ive power, power over the budget, and 

supe rvi sion of the executive. 

Members: 626 elected every 5 years: Gel'many 99, France, 
Ita ly, the Un ited Kingdom 87 each, Spain 64, the Nether lands 

31, Belgium, Greece and Portugal 25 each, Sw eden 22, Austr ia 

21, Denmark and Finl and 16 each, Ire land 15, Luxembourg 6. 

Next election due 1999. 

Meeting places: Strasbourg for monthly pl enary sessions, Brus 

sels for committee meetings and add itional sessions. The Gen 

era l Secretaria t is based in Lu xembourg 
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Including the other European institu
tions and bodies the total headcount 
of employees amounts to around 
25 000, for a population of 370 mil
lion. It is a fact that while for every 
100 000 people in the Community 
there are about 3 220 national public 
servants, there are only 5 equivalent 
European officials. 

Who supervises the 
Community's annual budget? 

The European Commission is respons
ible for drawing up a preliminary draft 
annual budget for the Community, but 
it is the Council of the European Union 
and the European Parliament which 
take the final decision. Both of these 
bodies are able to propose amend
ments to the first or second drafts of the 
budget as they see fit, with the Euro
pean Parliament having the final word. 

The European Parliament and the 
Court of Auditors inspect the Commu
nity's accounts, making sure that they 

How is fraud against the EU budget 
being tackled? 

Currently in force or under active preparation are: 

1. rules on partnership between EU Member States and the 

European Commission, including joint prosecutions; 
2. a convention on the approximation of national criminal 

law so that criminals can be brought to justice more easily; 

3. closer cooperation between the EU and non-member 

States, especially in Eastern Europe; 

4. further powers for European Commission officials 
fighting fraud; 
5. checks on all new and existing Community measures 

so that the risk of fraud is minimized; 

6. construction of an intelligence network on fraud cases, 
discovered or suspected. 

are effectively and efficiently spent. 
Every November, the Court publishes 
a report analysing the previous year's 
accounts; it also produces one-off spe
cial reports on particular sectors as in 
structed by the European Parliament 
or on its own initiative. 

The Court of Auditors often 
seems to find evidence of 
fraud against the European 
budget, especially in the 
agricultural sector. What truth 
is there in this, and what is 
being done to prevent it? 

Careful reading of the Court of Audit
or's reports show that they deal not 
with fraud in general but with shol·t
comings in the financial management 
of the Commu n ity budget by the 
Member State concerned or by the Eu 
ropean Commission. In fact, the 1994 
Court of Auditors report mentioned 
fraud just once. 

A confidential freephone 
hotline has been opened in each 
Member State for citizens wishing to 

report instances of suspected fraud. 
The numbers are : 

Austria ...... . . .. ... 0660 58 45 

Belgium ...... .. . ... 0800 12 426 

Denmark . . . . .. 800 184 95 
Finland .... . .. 0800 112 595 
France ... 0591 72 95 

Germany .. .. . .. . ... 0130 82 05 95 
Greece ....... .. ... 00800 321 25 95 

Ireland ...... . . . . ... 1800 55 32 95 

Italy ... . ..... . . . ... 167 87 8495 
Luxembourg ......... 0800 35 95 

The Netherlands ..... 060 22 45 95 
Portugal ... . . ... 0505 32 95 95 
Spain ..... . . 900 99 32 95 

Sweden ... 020 79 1695 

United Kingdom ..... 0800 963 595 



However, the EU budget is vulnerable to 
fraud in the same way as national spend
ing is. Agriculture and the Structural 
Funds are targetted; however, the bulk of 
fraud against the EU budget is currently 
committed in the area of duties levied 
on imports from non-EU countries. 

Th e European Commi ss ion is active ly 
improving its anti-fraud procedures 
and management systems to combat 
thi s. The Commission has a spec ia l 
Directorate (UC LA F) with responsibil
ity for all aspecLs of th e fight against 
fraud on the EU budget. Though re
centl y su bstantially rein forced (it has 
abou t 125 staff), it is simp ly not feas
ibl e for UC LAF to act in all cases . 

Moreover, it is the Member States who 
are in the front line in the fight aga inst 
fraud at all leve ls: if criminal prosecu
tion is necessa ry, they alone have the 
power Lo investigate, arrest and charge 
suspects, and bring cases before the 
cou rts. 

The Maastricht Treaty obi iges M ember 
StaLes to use these powers to combat 

fraud against the EU budget in the 
same way as they are used to protect 
the national budgets. UCLAF's opera
tional mission is to suppo rt Member 

The Court of Auditors was established in 1975 and was fully 
operational by 1977. It has 15 members, one from eac h Member 
State. Its rol e is to examine the accounts of all reven ue and expend
itu re of the Community. It also checks tha t all revenu e has been re
ceived, that all expendi ture has been incurred in a lawful and regu
lar manner and that financial management has been sound. 

The Court is obliged to protect the Commun ity's fin ancia l inte res ts 
from fraud and from irregularities. Under the Maastricht Treaty the 
Cou rt was given new tasks, and is now required to provide the 
Council of the European Un ion and the European Parliament with a 
statement of assurance as to the rel iab ility of the accounts and the 
legality and regularity of the underlying transactions. 

In order that taxpayers' money is even more rigorously defended 
than in the past, the Court has made it clear that, withi n the frame
work of the Intergovernmental Conference, it shou ld also have ac
cess to the European Court of Justice to make sure its prerogatives 
are respected, that it gets access to more and better information 
generall y and that it becomes the external auditor of the second 
and third pillars of the EU. 

Despite this, the overriding responsibility for overseei ng and 
disbursing Communi ty money lies with the Member States 
themselves: they account directly for about SO% of the bud
get. They are also responsible for inspect ing, enforcing and 
auditing these funds themselves . 

States in important action s, particular
ly where coordination between differ
ent national officials is required. 
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The EU means many things to many people. A number of people feel that it 
is becoming increasingly difficult to see the wood through the trees. What 
exactly is the EU for now? Likewise, you may want to know how the EU bene
fits you directly, in practical terms. Th is booklet, in a seri es of several, seeks 
to give brief but concise answers to the most fl'equent of these questi ons. 
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The EU mea ns many things to many people. A number of people feel that it is becom ing increasingly 

difficult to see the wood through the trees. What exactly is the EU for now? Likew ise, you may want 

to know how the EU benefits you directly, in practical terms. This booklet, in a seri es of several , seeks 

to give brief but conc ise answers to the most frequent of these questions. 
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