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SWITCHING THE EUROPEAN BUDGET EXPENDITURES TOWARDS THE EUROPEAN PUBLIC GOODS 

Emil Dinga 

Abstract 

One of the most polemical issues regarding the European construction was, is, and remains the 
balance between the redistributive role of the European budget, and the role generating the 
European public goods. The paper examines and discusses such an issue from the perspective of the 
„final” target of the European construction: the economic, social, territorial, and institutional 
convergence. The method used is that of logical, institutional and, partially, of a counter-factual 
analysis, without an empirical illustration in the case. The conclusion is that the „production” of 
European public goods is more adequate than the maintaining the budgetary target on the 
redistribution of the European own resources. Of course, such a conclusion should be accommodated 
with the necessity of reducing (if not eliminating) the current disparities among member states as well 
as among regions in the EU. 
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1. Introduction 

Historically, creating of the state was determined by the necessity to commonly get certain results of 
the society, namely those results or outcomes which are needed by all the individuals but couldn’t be 
obtained directly by individuals. The economic theory called such outcomes as public goods or 
positive externalities.  

Logically, creating of a system (either ontologically or gnoseologically) generates at the level of system 
as a whole certain outcomes which never had been obtained by the components of the system, 
before their integration into the given system.  

In such a theoretical framework, the paper discusses the concept of the European public goods and 
draws some conclusions regarding a needed switching in the expenditures structure of the European 
budget taking into consideration the fundamental purpose of the European Union. 

2. System and synergy  

(a) What a system is it? 

Firstly, some issues about a general system anatomy and physiology must be clarified. It must be said 
that no action or knowledge is possible but through the system construction intermediation.  

In other words, to act or to know, the object of action or of knowledge must appear as a system. By 
system we understand a cut from reality (usually from the present reality, but it can also be 
constituted from the past, anticipated or imagined potential reality) on which the subject's cognitive 
(and/or praxiological) action is focused. Real breakage can occur by identifying or introducing, as 

                                                             
 Emil Dinga is Professor of Theoretical Economics, and Economic Epistemology, senior researcher and supervisor for 
doctoral and post-doctoral programs at Romanian Academy. 



2 
 

appropriate, membranes1  that separate the system from its environment. For a system to exist, it 
must fulfil four predicates of sufficiency: 

 a set of distinct components discernible2 among them: 𝐸 

 a membrane that clearly separates the components from their environmental: 𝑀 

 a set of connections3 among components (intra-membrane connections): 𝐹4 

 a set of connections among components and their environment: 𝐵5 

An abstract image of the system concept is shown in Figure 1. 
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Figure 1. The general abstract configuration of a system 

(b) What is the system synergy 

By „hosting” the functionality, i.e. the connections among the components, the system generates a 
somewhat strange property, named synergy. Generally, every component (element) of a system has 
its own properties, which lead to its own functions and behaviour related to other components. Once 
the system births, a set of properties appear, at the system level as a whole, with the following 
„property”: now one of these new properties can be found at the components of the system, they 
appear only if the system if formed (either ontologically, or cognitively) and work only at the level of 
the system. How such? The explanation provided by the theory is rather an indicative than a causal 
one: the synergy appears as result of the connections among components under the „sovereignty” of 
the system. What means the „sovereignty” of the system? Most probable we should accept that 
putting a set of elements under the own rules of the system involved, introduces come constraints, on 
the one hand, and some liberties, on the other hand on those components. As a result of the new 

                                                             
1 In our opinion, there are only three types of such membranes that can cuts from reality the systems for knowledge (or 
action, as the case may be): a) physical membranes (eg. bodywork of a car); b) institutional membranes (eg. state border); 
c) logical membranes (eg. defining the referential of a concept). Of course, in concrete cases, several types of membranes 
can overlap (coincide). 
2    However, there must be at least one criterion (parameter) according to which those elements are indiscernible 
between them, otherwise we would have no logical reason to consider them to form a set (in the sense of the 
mathematical theory of the sets). 
3 Including auto-connections (loops) 
4 𝐹 generates what we call the system functionality (see cybernetics theory). 
5 𝐵 generates what we call the behaviour of the system (see theory of cybernetics). 
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constraints and of the new relaxations, the functioning as well as the behaviour of the system gain 
new properties: either by reducing the degree of liberty or by increasing such a degree for the 
components. Of course, no none can say or predict how will manifest the synergy when a system is 
born. But, in particular cases, some of the new such properties could probably be anticipated. From 
the point of view evolutionist, we can say the forming of a system modify perhaps the structure 
within the components must work and, so, new functions are generated by the new structure or, 
symmetrically, some previous functions will be inhibited. For the next considerations we will call the 
synergy effect as system effect. So, by effect system we understand the outcomes which a system 
produces as only consequence of being a system.  

3. The concept of systemic outcomes 

Based on the concept of synergy discussed above, we’ll now introduce the concept of systemic 
outcomes. In fact, we want to address, and to call systemic outcomes, those outcomes of a given 
system which are generated exclusively by the system functioning as a whole, that is, those outcomes 
which do would not came into existence outside the system and without the system. To select the 
systemic outcomes, as they are here defined, is in itself a research work very complicated but, from a 
generic point of view, we can declare that such outcomes exist and must exist. Of course, inside a 
system, their components continue to generate outcomes as they done before entering the system in 
case. Such last outcomes are not of interest for us from the perspective of the paper’s aim. Figure 2 
indicates the systemic outcomes from our scientific interest. 
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Figure 2. Generating of the systemic outcomes by forming systems 

4. Systemic outcomes and public goods 

In a general sense, the system outcomes could be considered as public outcomes, that is, they are 
generated by „putting together” the components of an aggregate and forming, this way, a system. But 
this is a rather a metaphorical way to speak. In fact, we want now to specify the systems which we are 
interested in, namely the social systems (and, in a more restrictive sense, the economic systems). As 
we said at the beginning of the paper, the social systems (for example, the state) necessarily 
generates systemic outcomes. Of course, as defined above, the systemic outcomes would not been 
obtained without that system or outside it. So, those outcomes could be defined as outcomes which 
are desired by all the components of that system, that is, they could be considered and called as 
public outcomes. Of course such public outcomes can publicly provide advantages or, by the contrary, 
can provide disadvantages. As the economic theory already stated, the public outcomes providing 
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advantages for all the components of the social (economic) system, that is, for all individuals within it, 
are known as public goods or, often, public6 positive7 externalities.  

In other words, limited to the social (economic) field, and to the positive systemic outcomes, we have 
to do with public goods.  

5. The concept of European public goods 

The European Union (EU) is, of course, a system. It can be considered as system form at least the 
following points of view: a) economic – EU is economically integrated or in course of irreversible 
economic integration process, see, for example, the functioning of the four economic liberties8 within 
the single economic European market; b) institutional – in EU there are a set of rules which are 
common for all the members states regarding the society functioning9; c) monetary – EU has its own 
monetary area, with a single currency10; d) political – although EU is neither a federation, nor a 
confederation, it acts as international law subject, that is, by expressing the aligned external position 
of the member states11. In addition, within EU a process of establishing a common set of values, 
joined under the denomination of Europeanism, is in course of development. 

In as much as the EU is a system, according to those above mentioned, it generates positive systemic 
outcomes, that is, public goods. But, how could we understand the concept of European public goods 
(EPGs)? We are taking some considerations below: 

 EPGs should be identified as being those public goods which EU provides to the member 
states, as well as to all the individuals within EU, which otherwise wouldn’t were been 
provided by any state, by itself, without being a member state; 

 generally, such EPGs couldn’t be ordinary goods, like products, services and so on, because 
they would could been offered also by the individual states; 

 in essence, the EPGs must be searched rather within the European institutional structures 
which governs the economic, social, and political processes of EU. 

Based on such „criteria”, the EPGs are, in our opinion the European institutions (which include the 
European policies) which have or could have the potential to provide any economic or social 
outcomes which, outside the EU, the individual member states couldn’t provide for their citizens at 
all. 

We think a „list” of the EPGs could comprise the following three classes: 

 common policies (examples: CAP, defence, single currency, fiscal union, scientific research, 
external affairs, external aid to under-developed states, immigration, global problems of 
mankind, and other of the same); 

                                                             
6 Certain authors talk about positive externalities, but, of course, it can exist private positive externalities as well as public 
positive externalities. 
7 We are not interested in this paper, by the public negative externalities. 
8 Free movement of: a) goods/products; b) services; c) capital as financial assets; d) people. 
9 Such general rules are: Maastricht Treaty provisions, Stability and Growth Pact, Fiscal Compact, European Semester, etc. 
10 This monetary area (euro zone) does not include all the member states today, but no member state hold the opt-out 
clause, so the monetary area is in course of extending to all the member states. 
11 For example, EU has a minister for the EU external affairs, named high representative. 
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 common institutions (examples: Treaty of European Union, Treaty for European Union 
functioning, European Central Bank, European Parliament, European Commission, 
European Council, European Court of Auditors and other of the same) 

 common values (examples: cohesion, solidarity, unity in diversity, Europeanism, democracy, 
state of law, genre equality, and other of the same). 

Of course, the EPGs could be classified also based on their role in the European construction: 

 EPGs of final causes nature, that is, which constitutes the purposes of European 
construction (examples: an increased quality of life for all European citizens, peace for all, 
sustainable economic development); 

 EPGs of formal causes nature, that is, which constitutes the guides of the European 
construction (examples: European values and institutions, European strategies and 
programmes); 

 EPGs of efficacy cause nature, that is, which constitutes the engines of the European 
construction (examples: common European policies and actions); 

 EPGs of material cause nature, that is, which constitutes the resources of the European 
construction (examples: education, social economy culture). 

6. Why a turning towards European public goods are needed? 

Today as well as by far, the European construction was focused rather on providing the economic and 
social cohesion12 of the member states than to provide EPGs in the sense explained above. Such a 
vision, beside the fact of introducing tensions between the developed member states, on the one 
hand, and the emergent member states, on the other hand13, has created a kind of moral hazard 
within the emergent member states which are tempted to wait the European Union do all the work 
for their own development14. At the same time, it is not excluded another consequence: the 
developed member states could consider that the existence of a number of emergent member states 
(with a small economic competitiveness and a small standard and quality of life are very useful for 
them, from the perspective of providing a large market for their economic agents, cheap labour force 
which underlie the economic supra-nationalizing/globalizing, and a source of other economic 
resources for them. 

Of course, the three mentioned vulnerabilities of the current philosophy of the efforts in the 
European construction can be adjusted and ameliorated, but, in our opinion, this is not sufficient and 
could have only a small potential to improve the actual situation.  

Taking into consideration the reasons to increase the importance, the relevance and the effectiveness 
of the EPGs over the cohesion process in European Union, the first and decisive turning point seems 
to be a change in the philosophy of the European Budget. More exactly, in the expenditures structure 

                                                             
12 Called, in the European terminology, the convergence process: economic (both real and nominal), social, and territorial 
(at the regional level). 
13 This is because, especially, for such a purpose, the developed member states are net contributors to the European 
budget, while the emergent member states are net beneficiary from the European budget. 
14 This danger of the moral hazard was been, of course, managed to some an extent, for example by imposing the co-
financing by the national governments and by applicants when the European funds were used. 
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of the European budget must be operated a re-orientation of the main lines of expenditures from the 
cohesion goals towards the creating of the EPGs.  

7. Two outstanding consequences 

For such a turning point to come, we think at least two major changes are needed in the whole 
philosophy of European construction: a) a better mix between the solidarity among the member 
states and the responsible assuming by the member states (no matter they are more and less 
currently developed) of their own economic, social, and institutional development; b) a changing the 
focus of the European budget from the purpose of European cohesion to the European public goods. 

(a) this change cannot be implemented but by some changing in the European Treaties. Thus, 
from such changes must be clear that the member states that fail to ensure the economic, 
social, and institutional convergence with the European Union by their fault, do not be 
qualified to benefit from the principle of European solidarity help. Such a help could come if 
the involved member states prove is not their fault for the fail; 

(b) this change must be based on a new philosophy of the European budget, both regarding the 
revenues and the expenditures. Currently, the European budget verifies all the theoretically 
accepted budgetary principles, including the principle of non-affecting the budgetary 
revenues. So, no matter what kind of revenues are collected, they are spent for the 
expenses chapters approved according the treaties15. Our proposal in the matter is the 
following: 

 the European budget should have two main chapters of expenditures: 1) economic, 
social, and institutional cohesion; 2) European public goods; 

 the revenues for the European budget should also split into two categories: 1) 
revenues for the cohesion purpose; 2) revenues for the European public goods 
purpose; 

 to finance the first purpose – the cohesion – , in our opinion, the current system of 
the European budget revenues should be replaced by a single European tax; 

 to finance the second purpose – the production of EPGs –, the current methodology 
to get the balance of the European budget could be used, that is, national GDP-
based contributions of the same weight for all the member states. 

Selected bibliography 

1.  

2.  

3.  

  

                                                             
15 And, as we have said before, the cohesion purpose is preferred.  


