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Executive Summary 
 

 

This study, requested by Parliament's Committee on Budgetary Control, examines problems of 

management of the EU's structural funds at national level.  

 

It summarises the legislative framework and describes the roles of the Commission and of 

authorities in the Member States in regard to financial control of expenditure through the funds. 

It looks at recent criticisms of financial control as exercised by the Member States and 

expressed by the European Commission, by the European Court of Auditors, by Parliament's 

own Committee on Budgetary Control and by the Committee of Independent Experts. 

 

It reviews the situation in five Member States which are amongst the largest recipients of EU 

structural funds (Germany, Greece, Ireland, Italy and Spain); it describes both the management 

arrangements established within these Member States and the main problems encountered. 

 

The final chapter reviews problems, which commonly occur in the Member States, in particular 

problems in regard to coordination, monitoring, certification, staffing, evaluation and 

computerisation. Lastly, the chapter seeks to place these problems in a broader context, that of 

the discharge procedure and of the overall impact on public administration in the Member States 

of the structural fund regulations. 
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Introduction 
 

 

This brief study forms part of the annual research programme of the European Parliament's 

Directorate General for Research for the year 2000. It examines the administration of the 

European Union's Structural Funds by the Member States and thus those problems which may 

occur in management at the national and not at the European level. In view of the magnitude of 

the task involved in reporting on each Member State, the study concentrates on Germany, 

Greece, Ireland, Italy and Spain. The study is based partly on interviews and correspondence 

with officials of the Commission's DG Regio, of the European Court of Auditors and also of 

Permanent Representations in Brussels of the countries concerned. No field-work nor interviews 

with officials in national capitals have been attempted, since the objective was to produce a 

short and easily readable summary of the main problems encountered rather than a detailed 

review of all aspects of managing the structural funds. 

 

The study has been carried out at the request of the Committee on Budgetary Control (Cocobu) 

of the European Parliament. As stated in a working document for the Cocobu
1
 of 10 March 

2000:  

 

The crisis which shook the Santer Commission and led to its resignation made it clear 

that, although the issue of the management of the Structural Funds was thoroughly 

explored by the Committee of Wise Men, it was not at the heart of the main cases of poor 

management that they described. And yet, of all cases of poor management identified by 

the Court of Auditors, the vast majority concern the decentralised management of the 

Structural Funds in the Member States. It is therefore extremely important to understand 

the reasons for such dysfunction, and to develop an appropriate procedure for 

overcoming these kinds of situations. 

 

In accordance with the considerations above, this paper seeks to provide information about the 

lacunae in Member States' arrangements for management of the EU's Structural Funds and in 

particular their systems for financial control of expenditure. However, it should be noted that the 

administration of the structural funds is an extremely complex affair with many hundreds of 

programmes and authorities involved. The document seeks to summarise a situation and impose 

general explanations on situations, which are very heterogeneous. 

 

For a general introduction to the question of management of the Structural Funds readers are 

referred to the pamphlet entitled "Sound management of the Structural Funds: a major issue for 

the Union's development", published by DG Regio of the European Commission in May 2000 in 

the series Inforegio. For an analysis of the means of increasing the efficiency of the structural 

funds, please see a recent working document with this title containing an abridged edition of an 

external study completed in September 2000 for this Directorate General
2
. 

                                                 
1  European Parliament, Working Document on the Structural Funds - financial year 1998, Cocobu, Rapporteurs: 

Gianfranco Dell' Alba, Gabriele Stauner, 10.03.00. 
2 European Parliament, Directorate General for Research, Working Paper REGI 110 A, Regional Policy Series 

(by C. Howick, M. Giamusso and D. Lawrence with Roger Tym and partners), available in English only. 
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Chapter I - THE LEGISLATIVE FRAMEWORK AND THE RESPECTIVE ROLES OF THE 

COMMISSION AND MEMBER STATES IN REGARD TO FINANCIAL CONTROL 

 

 

 

1. Period 1994-1999 

 

The main regulations, which applied for the period 1994-1999, were the Framework Regulation 

2081/93
3
, the Co-ordination Regulation 2082/93

4
 and the Implementing Regulation 2064/97

5
. 

 

According to the principle established for the Structural Funds since 1989, partnership and close 

collaboration between the Commission and the relevant authorities at national, regional or local 

level by each Member State has been required at all programming stages. Community 

operations had to be established "through close consultation between the Commission, the 

Member State concerned and the competent authorities and bodies, including, within the 

framework of each Member State’s national rules and current practices, the economic and social 

partners…with all parties acting as partners in pursuit of a common goal"
6
. 

 

Regarding financial provisions, the regulations provided for a system of commitments, generally 

in annual instalments, on the basis of Commission decisions and a system of payments linked to 

the commitments, with two advance payments (up to 50% followed by an additional 30%) and a 

final payment of the balance (20%) for each instalment. 

 

Article 8 of Commission Regulation 2064/97, establishing detailed arrangements for the 

implementation of Council Regulation 4253/88 as regards the financial control by Member 

States of operations co-financed by the Structural Funds, specified that no later than at the time 

of request for the final payment and the final declaration of expenditure in respect of each form 

of assistance, Member States should present to the Commission a statement drawn up by a 

person or organisation functionally independent of the implementing service. The statement 

should summarise the conclusions of the control examinations made in the previous years.  

 

In order to guarantee a successful operation of programmes financed by the Structural Funds, 

the co-ordination Regulation (Article 23) stipulated that the Member States should take the 

necessary steps to verify that the operations had been properly carried out, to prevent and take 

action against irregularities and to recover any amounts lost as a result of an irregularity or 

negligence. Additionally, they should notify the Commission of the control systems they had 

established and provide regular information on the progress of administrative and judicial 

proceedings. 

                                                 
3 Council Regulation No 2081/93 amending Regulation No 2052/88 on the tasks of the Structural Funds and their 

effectiveness and on co-ordination of their activities between themselves and with the operations of the EIB and 

the other existing financial instruments, OJ L 193, p. 5, 31.07.93. 
4 Council Regulation No 2082/93 amending Regulation No 4253/88 laying down provisions for implementing 

Regulation No 2052/88 as regards co-ordination of the activities of the different Structural between themselves 

and with the operations of the EIB and the other existing financial instruments, OJ L 193, p. 20, 31.07.93 
5 Commission Regulation No 2064/97 of 15 October 1997 establishing detailed arrangements for the 

implementation of Council Regulation No 4253/88 as regards the financial control by Member States of 

operations co-financed by the Structural Funds, OJ L 290, p. 1, 23.10.97. 
6 Framework Regulation, Article 4 (see footnote 1). 
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Furthermore, the Commission could carry out on-the-spot checks, including sample checks, 

regarding both measures financed by the Structural Funds and the Member State’s management 

and control systems. 

The Framework Regulation (Article 6) as well as the Co-ordination Regulation (Article 25, 26) 

contained provisions which defined the appraisal, monitoring and evaluation arrangements to be 

applied throughout the implementation process. The following steps had to take place:  

a) an ex ante evaluation (that is, programming documents had to be examined and 

assessed prior to implementation), 

b) monitoring during the implementation stage (a monitoring committee was set up for 

each Community Support Framework, single programming document and 

operational programme. These committees were composed of regional and national 

officials and Commission representatives. If necessary, the monitoring committee 

could adjust the procedure for granting assistance. The Member State concerned and 

the Commission were to be immediately notified of these adjustments and had to 

confirm these changes in order for them to become effective), 

c) an ex post evaluation (ascertaining that the objectives initially determined had been 

achieved and a judgement on any discrepancies observed). 

 

 

2. Period 2000-2006 

 

The new Framework Regulation laying down the general provisions on the Structural Funds for 

the period 2000-2006 is Council Regulation 1260/99
7
, introducing further decentralisation of 

their management
8
. 

 

The managing authorities are the main bodies responsible for the correctness of the 

management and the implementation of the operations financed by the Community funds. 

Article 34 of the Framework Regulation specifies the responsibilities in some detail. The 

Commission must ensure indirectly that financial support given is correctly used by examining 

the effectiveness of the control measures taken by the managing authorities. The regulation 

requires a single managing authority for each type of assistance. This authority is to be 

appointed in each Community Support Framework, in each operational programme and in each 

Single Programming Document. 

 

Together with the managing authority, the Member States have to set up monitoring 

committees for each programme. The committees' responsibility is to ensure the quality and 

effectiveness of the implementation of assistance. Furthermore, they must be in close contact 

with the European Commission, which participates in their discussions on a consultative basis. 

A key issue is the extent to which such committees can adjust programmes following mid-term 

reviews. This depends on their receiving good and timely information and having sufficient 

authority to act decisively when circumstances require. 

 

Article 9 defines the role of the paying authority. It draws up and submits payment 

applications, receives payments from the Commission and is required to make sure the final 

beneficiary receives the EU contribution as quickly as possible. It certifies the validity of 

                                                 
7 Council Regulation No 1260/99 of 21 June 1999 laying down general provisions on the Structural Funds, OJ L 

161, p. 1, 26.06.99. 
8 Preamble No 26, 27, 34 to the Framework Regulation No 1260/99. 
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expenditure when preparing interim and final payment claims. This means that it must be 

satisfied that all appropriate rules have been respected, including rules in regard to public 

tendering procedures and to protection of the environment. The Member State determines the 

nature and form of the paying authority and of the latter’s relationship with the Commission. 

 

Control of the Structural Funds is based on the two pillars of the managing authority and the 

paying authority and on a sound and clear division of duties between the two
9
. The Member 

States will be able to give to the Commission their assurance that the claims on the Fund are 

correct only if each of them (managing and paying authority) fulfils their responsibility to detect 

irregularities and to filter out all ineligible expenditure. But the Member State must take 

measures to verify that the two authorities are indeed fulfilling these responsibilities. Article 38 

of the Framework Regulation requires the Member States to take measures to verify that 

management and control arrangements have been set up and are being implemented in such a 

way to ensure that the Structural Funds are being used efficiently and correctly. This assurance 

must be obtained at the beginning of each programme and confirmed throughout its 

implementation, if recoveries of incorrectly used funds at a much later stage are to be avoided. 

When each act of assistance is being wound up, a person or service independent of the 

Managing Authority must assess the validity of the final payment claim. The article includes 

further provisions in regard to co-operation with the Commission, including when the latter 

undertakes its own audits of the financial management of programmes. 

 

In addition, the detailed rules of the implementing Commission Regulation 2064/97 in regard to 

financial checks are applicable to the programmes of the new period too. According to it, the 

Member States are responsible for declaring the expenditure for payments of the balance of EU 

funding and for filing the final reports. They must also ensure submission of audit certificates by 

an independent person and of the operation of clear audit trails (5% of expenditure to be audited 

ex post). The Commission is responsible for the closure of old programmes, in particular its 

audit provisions. 

 

Article 39 of Regulation 1260/99 refers to financial corrections. It provides that preventing, 

detecting and correcting irregularities is primarily a Member State responsibility. The Member 

States are required to make financial corrections and recover the funds concerned when they 

detect fraud and irregularities due to inadequate management. They must report irregularities 

and recoveries to the Commission. Funds recovered after detection of irregularities by a 

Member State, which have been notified to the Commission, can normally be recredited to and 

re-used in the programme concerned. The Commission is required to make financial corrections 

when itself or another EU body establishes undetected individual or systemic irregularities in 

the use of Structural Funds in a Member State or considers that the Member State has failed to 

take action against the irregularities. 

                                                 
9 European Commission, Financial management of the Structural Funds, Conference of 5 June 2000, Brussels, 5 

June 2000. 
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1. Chapter II - CRITICISM OF FINANCIAL CONTROL EXERCISED BY MEMBER STATES 

 

1. European Commission 

 

 1.1. The 10
th
 Annual Report on the Structural Funds 

 

The European Commission presents a yearly report on the Structural Funds, in accordance with 

Article 16 of the Framework Regulation governing the Structural Funds (Regulation No 2052/88 

as amended) and as required by Article 31 of the Co-ordination Regulation (Regulation No 

4253/88 as amended). The annual report for 1998 was presented by the Commission in October 

1999
10
. That for 1999 was not available at the time of writing (October 2000). 

 

With regard to budget implementation and financial control of the Funds, the subject of the 

present study, the following remarks in the 10
th
 annual report apply for the year 1998: 

 

- As far as the European Regional Development Fund (ERDF) is concerned, 22 on-the-spot 

checks were carried out by the Commission to establish the existence and effectiveness of 

systems for monitoring and checking programmes and the reliability of information sent to 

the Commission. The checks detected some isolated and some systematic irregularities. The 

expenditure certificates sometimes include items not eligible, some expenditure is only 

estimated and some insufficiently checked. The correction by the Commission usually 

involves deducting the ineligible amount for the programme concerned. In this context, it is 

notable that 14 missions were cancelled because of lack of staff. 

Also, it is mentioned that in some regions rules on public procurement are not always 

properly observed and that progress in this respect is not monitored. 
 

- In regard to the European Social Fund (ESF), 65 checking missions were carried out by the 

Commission, which had been discussed in advance with national inspection authorities. The 

main problems found were lack of publicity, lack of audit trials, inadequate systems set up at 

national level to manage ESF assistance (for example, as regards the identification of 

national part-financing). There were also some eligibility problems. 
 

- Regarding EAGGF – Guidance, 13 inspection were carried out in 1998. The problems 

include non-compliance with procurement rules, ineligible aid, delays in payment, lack of 

publicity, incorrect conversion rates. After these problems had been detected, some 

reductions in Community part financing took place. 
 

- The European Commission’s Financial Control DG carried out 48 inspections in 1998. 

Some of these were organised jointly with the departments managing assistance at 

Community level or with inspection bodies at national level. The main findings for the 

ERDF were difficulties in identification of final beneficiaries, respect for public 

procurement rules and lack of audit trails; for the ESF they were lack of publicity, 

inadequate inspection, lack of transparency in programme selection criteria and late 

payments. With regard to EAGGF – Guidance, the problems identified were deficiencies in 

management and inspections systems, ineligible expenditure, unlawful deductions and 

administrative errors resulting from overestimated expenditure. 

                                                 
10  European Commission, 10th annual report of the Structural Funds – 1998, COM (99) 467 final, 15.10.99. 
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- The Commission's anti-fraud unit UCLAF (now OLAF) also carried out missions related to 

the Structural Funds' expenditure. It opened 40 new investigations and made 33 inspection 

visits. Investigations uncovered business networks set up by proprietors in order to obtain 

Community funding. 

The investigations also extended to projects financed under Article 10 of the ERDF 

Regulation over the previous period (1989-1993). They revealed some deficiencies as 

regards selection criteria, management and project monitoring in the Member States. 407 

cases of irregularities or fraud were declared
11
 by Member States in 1989 involving a total of 

€42.8 million. It is mentioned though that the amounts involved per case are shrinking – 

irregularities in 1997-totalled €55.9 million – and that the irregularities notified do not 

necessarily involve fraud, since fraud entails proven intent. 

 

- Finally, as far as the thorny problem of additionality is concerned, it is noted that 

information is sometimes not provided at all and that the timetable established for its 

submission is not always respected. For Objective 1 France and Belgium failed to provide 

data. Greece had not yet supplied any information. Spain was asked to provide more details. 

There are also problems with the data supplied from Austria. For Objective 2 there was no 

up-to-date information from Denmark, Italy or Luxembourg. Spain was here also asked for 

additional information. For Objective 6 only Sweden met the obligations. 

 

 1.2. Regio Conference of 5 June 2000 

 

On 5 June 2000 the Commission organised a conference in Brussels concerning implementation 

of the new rules included in the Framework Regulation 1260/99.
12
 Short regulations specific to 

the individual Structural Funds were adopted on 21 June 1999, but the Commission’s 

implementing regulations are only now in the process of being adopted, following consultations 

with the Member States.  

 

The intention of the Conference was to clarify the shared responsibilities of the Commission and 

the Member States under the decentralised management arrangements for the Structural Funds 

in the period 2000-2006. It sought to make clear to representatives from national administrations 

what is the role of the Commission and what is that of the Member States. 

 

In his opening speech Commissioner Barnier stated that the role of the Commission was to 

ensure efficiency of control systems in place in the Member States. Draft implementing 

regulations had been prepared with experts of Member States and would shortly be approved. 

He emphasised the importance of regularity and efficiency in management of the Structural 

Funds in order to support justification of the funds at the political level. 

 

Mr. Bernicot for the ECA spoke of the different cultures at national level in regard to financial 

management. He found the text of the new regulation to be good but remained concerned in 

regard to eligibility, substitution of projects, additionality, evaluation and he wished to ensure a 

differentiation of approach in regard to advances and final payments.  

 

                                                 
11 Under Regulation No 1681/94. 
12 Council Regulation No 1260/99 of 21 June 1999 laying down general provisions on the Structural Funds, OJ 

L161, p.1, 26.06.99. 
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Mrs Theato, Chair of the EP's Committee on Budgetary Control, emphasised the importance of 

the reform of financial procedures that had begun with SEM 2000 and emphasised the need for 

audit trails and more on-the-spot checks. She also stated the importance for the European 

Parliament of seeing a transfer from agriculture to Structural Funds of the clearance of accounts 

procedure and the need for severe penalties to act as a deterrent and to promote institution of 

good national audit systems. 

 

The conference, divided into three working groups, which explored the sharing of responsibility 

for monitoring and financial management of Community assistance (group 1); for checking 

(group 2); and for evaluation and performance (group 3). 

 

The general feeling both in the Commission and the Member States is that the new rules are 

satisfactory, although some complaints are still registered occasionally about the complexity of 

these rules. The principal question is how the Member States are going to respond to their 

responsibilities and how they are going to perform. 

 

 1.3. Annual report on the fight against fraud 

 

In its report of 8 November 2000
13
 the Commission addresses, under section 6.3, the fight 

against fraud in regard to structural measures. It notes a rapidly rising number of cases reported 

by Member States, whose numbers have risen by 70% since 1998, with a budgetary impact three 

times larger. The largest number of cases concerns the Social Fund (59% of all cases with 50%n 

of the total budgetary impact). Reporting varies enormously between Member States.  

 

OLAF reports a reduced number of investigations opened in 1999 in cooperation with the 

Member States, who therefore seem to be finding more cases themselves. However, these cases 

increased in value to more than €24 million. 

 

*** 

 

The Commission also announced on 21 November 2000 at a meeting of the EP's Committee on 

Budgetary Control that the Netherlands' national Audit Court had revealed a very high rate of 

errors in regard to programmes financed by the ESF during 1998. The Dutch government's own 

investigations have revealed that more than half of ESF expenditure in the Netherlands involved 

such errors, although fraud is not apparently expected.  Errors have also been found in ESF 

spending in Catalonia which have led to a substantial deduction from payments to Spain. 

 

 1.4. Certification systems 

 

In its reply to the criticisms expressed in the annual report of the Court of Auditors for 1998 (see 

below) the Commission states in the context of the discussion of payment of advances under 

structural fund rules (point 3.10, page 85) that it […]considers that they (the Member States) 

should improve the reliability of their certification systems with respect to the declaration of 

expenditure. The problem of advances and instalment payments is discussed in detail in the 

ECA report. Payments in the Community accounts correspond to those made by the 

Commission to national authorities responsible for implementing programmes, but bear little 

relation to the actual progress of the programmes.  

                                                 
13 Commission of the European Communities, Protecting the Communities' Financial Interests: the fight 

against fraud - Annual report 1999, COM(2000)718, 8.11.2000. 
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Respect for the provisions of EU regulations governing the structural funds, as well as those 

concerning - for example - the environment, public purchasing and equal opportunities, is now 

the responsibility of the paying agencies established by Member States, which must certify that 

such provisions have been respected when passing on requests for payment to the Commission. 

 

 

2. Court of Auditors 

 

The European Court of Auditors (ECA) has regularly reported on the deficiencies of financial 

management in its annual reports. It also produced a Special Report on implementation of 

appropriations for structural operations for the programming period 1994-1999
14
 and an analysis 

of the proposals for new regulations
15
 for the structural funds, which have now been adopted. 

More recently, it has submitted a special report concerning the principle of additionality
16
, 

which has just been examined by the EP's Budgetary Control Committee (draft report: PE 

285.856, rapporteur Mr Dell'Alba). 

 

The special report on implementation during the period 1994-1999 provides information, which 

is especially useful for the present document. It contains an analysis based on a questionnaire of 

the underlying reasons for low utilisation of EU funds (Table 9). This table shows that the most 

important reasons were as follows: 

 

* Delays in the adoption of the programme document 

* Over-optimism in the initial financing plan 

* Cumbersome procedures at Community and national levels 

* Difficulties in gathering financial data from beneficiaries 

* Coordination difficulties between Community and national administrators 

* Difficulties in starting up procedures for selection of projects before adoption of the 

  Commission Decision granting aid 

* Inadequate awareness by aid beneficiaries of Community rules and procedures 

* Late start-up of operations connected with public tenders, environmental impact 

  evaluation and other reasons such as expropriation. 

 

Specific problems causing delays are mentioned for Italy (para 6.16) and Andalusia (6.17), but 

other problems are mentioned in respect of Corsica (6.36), Saxony-Anhalt (6.27 and 39), 

Sardinia (6.31, 42 and 45) and Cantabria (6.48). The Court emphasised as particular sources of 

delay the differences between Community and national procedures; uncertainty about eligibility; 

difficulties in applying the integrated approach; weaknesses in monitoring; lapses in 

coordination; optimism of financing plans; weak ex ante evaluation; and lengthiness of 

administrative procedures. It considered that national systems needed strengthening at these 

levels and, in particular, that monitoring committees should work better (2.9). 

                                                 
14 European Court of Auditors, Special Report 16/98, OJ C347 of 16.11.98, pp.48-90. 
15 European Court of Auditors, Opinion 10/98 on proposals within the Agenda 2000 framework, OJ C401 of 

22.12.98, pp.23-30. 
16 European Court of Auditors, Special Report 6/99, OJ C68 of 9.3.2000, pp.1-23. 
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In this document the criticisms of the ECA expressed in its annual reports are limited to the 

reports for 1998 and 1999. In regard to the latter, still unpublished at the time of writing, the 

principal criticisms in regard to the Member States were as follows: 

 

a) A number of formal errors by Member States were attributed to inclusion by final 

beneficiaries of sums for which there was no documentation, to failure to comply with 

procedures and, for the ESF, failure to comply with the system of closure by annual 

instalment (3.47); 

b) National Action Plans for employment measures were insufficiently concrete and rigorous, 

with inadequate links to ESF measures and lacking quantified targets and performance 

indicators; 

c) The level of expenditure anomalies is too high, as is revealed by the volume of errors found 

after the closure of operational programmes (3.76); 

d) Member States' financial procedures and internal control systems remain insufficient (3.79). 

 

In its annual report concerning the financial year 1998
17
 the Court concluded its discussion of 

structural measures with an expression of broad satisfaction with the basic principles of the rules 

governing the Structural Funds. It believed that the concepts of planning, co-ordination, 

partnership and evaluation were important innovations for increasing the measures’ 

transparency and effectiveness (point 3.102). It saw improvements made from one programming 

period to another, although, in its view (point 3.103),  

 

[…] progress in the application of the basic principles is still slow and their 

implementation at the national and also at the Community level is often deflected 

towards aspects which are primarily formal. 

 

The ECA noted that, although the Member States have had, since the inception of the Structural 

Funds, a duty to exercise effective financial control over co-financed operations, it has found 

each year many examples where eligibility criteria were not respected or essential information 

was lacking. 

 

In its opinion, the reliability of the information on the distinction between advances and final 

payments could still be greatly improved (point 3.8):  

 

The payments, which appear in the Community accounts, correspond to the various 

payments of instalments or refunds of final payments made by the Commission to the 

national or regional authorities responsible for implementing the programmes. By their 

very nature, these payments cannot reflect the actual state of implementation of the 

programmes and should not be thought to correspond to payments made to the final 

beneficiaries. 

 

The ECA mentioned in addition that most of the errors concerning the legality and regularity of 

the underlying transactions occurred at the level of the final beneficiaries, which also include 

public bodies managing programmes or measures. Many of these errors are consequences of 

inadequate systems and “provide evidence that the improvements sought in those systems had 

not yet taken effect” (point 3.28). The errors detected by the ECA include a lack of adequate 

                                                 
17 European Court of Auditors, Annual Report concerning the financial year 1998, OJ C 349, p. 1, 03.12.99.  
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supporting documentation in order to justify fully the amounts declared, a lack of separate 

accounting, inadequate levels of inspection, unsatisfactory tendering procedures and excessive 

delays in payments to beneficiaries. Furthermore, because of these formal errors, it is sometimes 

not possible to provide an adequate audit trial. 

 

As far as the controls are concerned, the ECA noted (point 3.33) that the Member States and the 

Commission, in general, do not carry out sufficient on-the-spot audits of the structural fund 

expenditure. Although most of the errors found in the expenditure declarations have no direct 

effect on the Commission’s payments of advances, the ECA is of the opinion that the number of 

anomalies is still too high and that there is still a real risk that these anomalies may have an 

adverse effect, when the interventions come to be closed. 

 

The ECA recently decided to undertake a special audit of monitoring and control arrangements 

in the Member States, in particular with regard to implementation of Commission Regulations 

(EC) 2064/97 and 1681/94. The former concerns financial control by Member States of 

operations co-financed by the structural funds and the latter the recovery of sums wrongly paid 

in connection with the financing of structural policies.  These reports are expected to become 

available in the course of 2001. 

 

 

3. Committee on Budgetary Control (Cocobu) 

 

The European Parliament gives discharge in respect of the Structural Funds on the basis of 

decisions taken by the Commission during the year in question. It bases its discharge in 

particular on the annual report of the ECA and on its "Statement of Assurance" in regard to the 

reliability of the accounts and the legality and regularity of the underlying transactions. Special 

ECA reports and a wide range of information from other sources are also used. The 'decisions' 

of the Commission in this instance include payment of advances to Member States, the 

reimbursement of their expenditure claims and the financial consequences to be drawn from the 

Commission’s enquiries in the Member States. In concrete terms, each Fund’s annual work plan 

is communicated by the Commission to the Cocobu early each year and working documents are 

drawn up by rapporteurs with specific responsibility for the structural funds which provide an 

input into the final discharge decision. 

 

The Cocobu has recently been concerned
18
 about the management of the EU Structural Funds at 

national level given that, of all the cases of poor management identified by the European Court 

of Auditors, the majority concern de-centralised management of the Structural Funds in the 

Member States. 

 

The Cocobu has noted that Member States have the most important role in regard to the 

management of the programmes of the Funds, since all the preparation, analysis and checking is 

carried out there, while the Commission’s role is limited to paying advances and balances. 

Especially with regard to the expenditure declarations, a significant number of errors have been 

observed. 

 

                                                 
18 European Parliament, Working Document on the Structural Funds – financial year 1998 (Court of Auditors – 

Annual Report concerning the financial year 1998), Committee on Budgetary Control, Rapporteurs: Gianfranco 

Dell’ Alba, Gabriele Stauner, 10.03.00, PE 285.777/rev. 
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There have been failures to observe the rules governing invitations to tender and the rules on 

State aid by the final beneficiaries. Expenditure is sometimes not backed up by supporting 

documents and there may be flat-rate expenditure, which does not relate to actual costs. 

 

The working document of the Cocobu cited here was prepared in the context of the general 

discharge accorded to the Commission; it drew attention once again to the need for Member 

States to take further measures to achieve sound and efficient management. They should have an 

efficient central management system, which will monitor all expenditure and make possible the 

necessary bookkeeping. The Member States must ensure that their own Courts of Auditors or 

public accountants check both central management and individual payments. This assessment 

should be made not only on the basis of real costs but also on respect for existing rules and cost 

efficiency. 

 

In its resolution of 7 June containing the comments which form an integral part of the decision 

giving discharge to the Commission for implementation of the 1998 budget, the European 

Parliament in plenary session welcomed the development of new data sheets on eligibility (point 

19), but insisted (point 20) that it be kept informed by the Commission about the effectiveness 

of controls by Members States carried out on the basis of Regulation 1260/1999 (Art.39(1)).  

 

This article provides that: 

The Member States shall, in the first instance, bear the responsibility for investigating irregularities, acting 

upon evidence of any major change affecting the nature of conditions for implementation or 

supervision of assistance and making the financial corrections required. 

The Member State shall make the financial corrections required in connection with the individual or 

systemic irregularity. The corrections made by the Member State shall consist in cancelling 

all or part of the Community contribution. The Community funds released in this way may 

be re-used by the Member State for the assistance concerned […]. 

 

Parliament also insisted (point 21) that it be kept informed about general problems in contacts 

with the Member States relating to application of Article 39(2). This provides that: 

If, after completing the necessary verifications, the Commission concludes that: 

a) a Member State has not complied with its obligations under paragraph 1; or 

b) all or part of an operation justifies neither part nor the whole of the contribution 

from the Funds; or 

c) there are serious failings in the management or control systems which could lead to 

systemic irregularities; 

the Commission shall suspend the interim payments in question and, stating its reasons, 

request that the Member State submit its comments and, where appropriate, carry out any 

corrections, within a specified period of time. If the Member State objects to the 

observations made by the Commission, the Member State shall be invited to a hearing by 

the Commission, in which both sides in co-operation based on the partnership make efforts 

to reach an agreement about the observations and the conclusions to be drawn from them. 
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At point 23 of this resolution Parliament deplored the persistently large number of irregularities 

identified by the Court of Auditors, particularly in regard to expenditure certificates. It called on 

Member States to bring their administrative systems into line with the requirements of the 

Structural Fund regulations in order to ensure efficient administration of structural measures in 

the new planning period, 2000-2006. 

 

 

4. Committee of Independent Experts 

 

After the publication of the first report of the Committee of Independent Experts, which 

explored the possibility of existence of fraud, mismanagement and nepotism cases within the 

framework of the European Commission’s activities, the European Parliament asked for a 

second report analysing current practice and proposals for tackling mismanagement, 

irregularities and fraud
19
. Although this second report focuses its criticism on the Commission 

and not the Member States, it is possible to extract some relevant remarks made by the 

Committee. 

Referring to the new regulations laying down the provisions for the Structural Funds, the 

Committee believes that they do clarify responsibilities between the Commission and the 

Member States, but it is not convinced that they will lead to better control in practice. In its 

opinion this will be determined by the extent of their implementation. However, given also the 

experience to date of the implementation of current control provisions, it is rather pessimistic. 

 

The Committee acknowledges that it is the Member States who are almost always the disbursers 

of Community monies on their territories. However, where an irregularity or fraud involving 

Community expenditure goes undetected or unreported, it is the Community budget and not the 

Member States that bears the cost. The Committee dismisses the argument that Member States 

have an incentive to recover undue payments simply because of the identity of interests, which 

stems from the fact that projects are co-financed by Member States. It points out that, despite the 

fact that under the provisions of regulations the Member States have to inform the Commission 

of judicial and administrative action taken in the event of irregularities, for 1997, during which 

about 500.000 projects were current and total Regional Fund expenditure was 13 billion ECU, 

only 79 irregularities for a total value of 27,5 million ECU were communicated to the 

Commission by national authorities. 

 

In this context, the Committee points out that there is an enormous gap between what the 

Commission is aware of as irregularities and those error levels determined by neutral and 

scientific auditing. 

 

It notes: 

There are two possibilities. The Commission and the Member States have no idea of 

what is going on or the Member States know but the Commission does not. 

 

It adds that in either case the extent of the Commission’s ignorance is culpable. Member States' 

ignorance or failure to respect the provisions of the regulations (for example, reporting the 

irregularities) is evident. 

                                                 
19 Committee of Independent Experts, Second Report on Reform of the Commission, Analysis of current practice 

and proposals for tackling mismanagement, irregularities and fraud, 10.09.99. 
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In its conclusions about the shared management of the Structural Funds, the Committee is 

concerned by the fact that, under the legislative and administrative development of the 

Structural Funds, the balance of decision-making power and effective control of direction and 

expenditure has passed decisively to the Member States. It accuses the Commission of being 

inactive in protecting the resources involved from irregularity. It believes that the Commission, 

which is ultimately responsible for the implementation of the budget, has no right to suppose 

complacently that irregularities are routinely uncovered and corrected satisfactorily in sufficient 

numbers in the Structural Fund area by the Member States. Although the Committee deals 

especially with the culpability of the European Commission, the implication for the liability of 

the Member States is obvious. 

 

 

* * * 

 

 

The remarks of the Committee of Independent Experts recounted above are very critical. It is, of 

course, the question of respect for the regulations by authorities in the Member States, which is 

under review in this paper, but the Commission has asked that it be pointed out here that many 

efforts to control better EU expenditure through the structural funds are in progress and that, in 

addition, a process of reorganisation is under way within the Commission itself. Units from the 

Directorate General for Financial Control have been recently moved to the DGs dealing directly 

with the Funds and financial management procedures have been changed to ensure that 

managers and administrators in the Commission will take more financial responsibility. 

Commission audits of the procedures for financial control of the funds operating in the Member 

States are expected to rise from 169 in 1999 to 194 in 2000. The Commission has stated that if 

controls detect 'systemic failures' by the responsible authorities, financial corrections will be 

applied. 
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Chapter III- IMPLEMENTATION OF PROGRAMMES IN 5 MEMBER STATES (GERMANY, 

GREECE, IRELAND, ITALY, SPAIN) 

 

 

1. The 5 Member States  

 

As already mentioned, the present study concentrates on implementation of the Structural Funds 

in only 5 of the 15 EU countries: Germany, Greece, Ireland, Italy and Spain. All these Member 

States receive a large volume of assistance from the Structural Funds. They have been selected 

to provide examples of the types of problems, which may arise in countries at different stages of 

economic development and with different administrative systems. Community financial support 

between 1994 and 1999 for Germany amounted to € 21 845 million, for Greece to € 14 153 

million, for Ireland to € 5 979 million, for Italy to € 22 129 million EUR and for Spain to € 34 

157 million. (These figures include receipts under Community Initiatives other than "Interreg" 

and are taken from Annex 7 of the Tenth Annual Report on the Structural Funds). To put the 

figures into perspective, account has to be taken of the size and level of development of each 

recipient. 

 

Germany, Italy and Spain are amongst the larger Union countries in terms of both area and 

population. In 1996 Germany's population was 81.92 million, while that of Italy was 57.23 

million and that of Spain 39.67 million. In contrast, Greece and Ireland are among the smaller 

ones, with populations of 10.49 million and 3.55 million each. Three of the five Member States 

examined here - Greece, Ireland and Spain - belong to the group of the four so-called cohesion 

countries, which means that these countries are receiving substantial amounts from the Cohesion 

Fund in addition to contributions from the structural funds. It also means that these are countries 

with relatively fewer economic resources, which include some of the poorest regions of the 

Union
20
. 

 

On the other hand, Germany and Italy are among the more prosperous Member States. 

However, significant disparities exist between different regions of these Member States. It is no 

secret that there is an enormous economic gap in Italy between the South and the Centre-North. 

The Structural Funds seek to reduce this gap, which has widened in recent years. Similarly, in 

Germany there are also very large gaps in wealth between the old and the new Länder. In 

southern Italy as well as in the new Länder in Germany GDP per capita reaches only about 50% 

to 65% of the EU average. 

 

As far as the structure of the state and public administration is concerned, Germany is clearly 

highly de-centralised with much public policy being the responsibility of the Länder. Italy and 

Spain also have a de-centralised structure, but - generally speaking - central government remains 

more powerful than the regions. Greece and Ireland, on the other hand, are strongly centralised, 

a fact which in the case of Ireland has apparently proven very helpful in guiding the process of 

national economic development. The three large countries - Germany, Italy and Spain - have 

correspondingly large administrations. Greece and Ireland, given also the size of the countries, 

have more limited administrative capacity regarding availability of both human resources and 

services. 

                                                 
20 These poor regions are mainly rural regions in these Member States, while their urban centres have a relatively 

strong economic power and growth rates particularly higher than the poorer rural regions. 
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2. Survey by country 

 

 2.1. Germany 

 

Statistic data about the German economy show that this country is clearly above the European 

average in terms of GDP, productivity and export capacity. However, significant disparities 

between the regions (in fact between the old and the new Länder) lie hidden behind the figures. 

Thus, the new Länder are the predominant absorbers of Structural Funds expenditure. During 

the period 1994-1999 only the new Länder (Brandenburg, Mecklenburg-Western Pomerania, 

Saxony, Saxony-Anhalt and Thuringia) and the eastern part of Berlin were eligible for Structural 

Fund support under Objective 1, which alone covered 70% of the money granted for the 6 

Objectives (Objectives 1 to 5b)
21
. 

 

The federal organisation of Germany is another notable element: In Germany regional policy is 

within the competence of the Länder. Accordingly, the form of the management of the 

Structural Funds programmes has always to take account of the separation of powers between 

the Länder and the Bund. 

 

Framework of management 
 

According to Article 9 of the Structural Funds (2000-2006) Regulation No 1260/99, the 

Community Support Framework (CSF) approved by the Commission in agreement with German 

Authorities is the basis for Structural Funds support in Germany. 

 

The managing authority for the CSF is the Federal Ministry for Economic Affairs and 

Technology. In addition, for every Operational Programme (OP) there is a separate managing 

authority, which in the case of a regional multi-fund programme is usually the Ministry of 

Economic Affairs of the region (Land) concerned and in the case of a sector-specific programme 

is the corresponding Federal Ministry (for example for the Transport OP it is the Federal 

Ministry for Transport, Building and Housing). The CSF managing authority co-operates with 

the OP managing authorities.  

 

In regard to the payment authorities, these are the Federal Office for Economic Affairs for the 

ERDF, the Federal Ministry of Finance for the Transport OP, the Federal Institute for Labour 

for the ESF and the Federal Ministry for Food, Agriculture and Forestry for the EAGGF and 

FIFG. The central account is with the "Bundeskasse" (Federal Exchequer), to which all 

payments from the Structural Funds are transferred.  

 

The CSF managing authority supervises the ERDF paying authority of the Bund and co-

ordinates, with the other fund managers of the federal ministries and the Ministry of Finance, all 

questions related to financial control and EU payments in Germany. 

 

Payment requests are prepared by the different Länder on the basis of the expenditure actually 

incurred and are submitted to the Federal Office for Economic Affairs. This body examines the 

payment requests for correctness and completeness and passes them on to the Commission with 

the necessary documentation. The Commission transfers the requested budget to the 

                                                 
21 More in: http://www.inforegio.cec.eu.int/wbover/overmap/d/ifs6_de.htm 
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Bundeskasse. This institution informs the Federal Office for Economic Affairs concerning 

receipt of payments and puts the money, via the Federal Ministry of Economic Affairs, at the 

disposal of the Federal Office for Economic Affairs for further distribution. The Federal Office 

for Economic Affairs forwards the money to the central account of the Land concerned by 

payment orders; these cover both 100% of that share of the payment which is outside the 

national Common Task framework for improvement of the regional economic structure (in 

German, Gemeinschaftsaufgabe - hereafter GA) and 50% of the share which is to be used within 

the framework of the GA. At the same time the Federal Office for Economic Affairs informs the 

appropriate managing authority about the transfer. The transfer is made by the Federal 

Exchequer (Bundeskasse) to the respective regional account in the Land (Landeskasse). The 

remaining 50% of the share which is allocated within the GA is used to reinforce the federal 

contribution to the GA. It is available within the framework of their management tasks for 

disbursement.
22
 

 

With regard to monitoring, a Monitoring Committee for the CSF is to be established in Germany 

in agreement with the assigned managing authority and after consulting the partners. It will 

consist of representatives from the Federal and Länder Ministries (or their Departments of 

State), as well as from the European Commission and the EIB. The Federal Ministry of 

Economic Affairs chairs the Monitoring Committee. Separate Monitoring Committees exist for 

the different OPs. 

 

An agreement between the Commission and the Federal government of October 1997 

establishes the basis for control and the necessary administrative measures. The Commission, 

Bund and Länder will inform each other, in partnership, about possible problems or necessary 

changes. 

 

A mid-term evaluation of the programmes is made under the responsibility of the different 

managing authorities in co-operation with the European Commission. Ex-post evaluation is 

made under the responsibility of the European Commission in co-operation with the German 

government and the managing authorities. 

 

Problems 
 

As stated above, the Federal Office for Economic Affairs collects all payment claims, signs 

them and sends them on to the Commission. The problem here is that the federal body 

concerned is not in a position to know if the claims are correct and eligible for the following 

reason: the Länder, following their own rules, give money in advance to the beneficiaries. But 

they do not keep invoices. During the operation of so many individual projects (30 to 40.000 

over a 6 or 7-year period) there is bound to be confusion about the payments made. At the end, 

of course, the authorities know whom they paid. The problem is that they do not have a clear 

picture during the operation of the programmes and consequently they can not be sure about the 

claims they submit to the Federal Office for Economic Affairs. The need is obvious for an 

internal control system to ensure that the claims confirmed and sent to the Commission are in 

fact legal and correct. However, this will probably not be easy to establish, since the matter of 

the Länder-Bund separation of competencies will arise. 

 

                                                 
22 More in: Summary of the Community Support Framework for Germany 2000-2006 (Objective 1). 

 



Structural Funds 

 

PE 295.602 26 

As far as the controls are concerned, the Commission notes that collaboration between the 

Auditors of the Länder - responsible for the controls in Germany - and the European Court of 

Auditors is not easy. The Land Courts of Auditors are not willing to co-operate. In view of the 

thousands of programmes being operated which must be controlled, they tend to concentrate on 

controlling national aids and not European expenditure. The Land Courts of Audit examine 

some projects but conduct few on-the-spot checks. In generally the present system of controlling 

- or rather, the way the system is being operated - does not guarantee efficient controls. 

 

However there are apparently few cases of fraud and mismanagement to discover. Fraud was a 

common problem in early stages of application of the Structural Funds to the new Länder but it 

is not so serious now. To be able to declare expenditure as eligible or not is the main problem. 

Most of the time the national law is the one not properly applied. Also, irregularities often 

concern public procurement and environmental assessment, again because national law is not 

being correctly applied. 

 

A significant problem, which could also relate to the limited efficiency of the controls, is the 

lack of personnel. There is a problem of quality of controllers, as well as of their quantity. The 

continuous process of cutting permanent staff and having people to work for the programmes on 

temporary contracts is especially dangerous. The fact that the new Länder - where the vast 

majority of the programmes operated - tend to have weak administrative capacity overall, makes 

management of the structural funds inefficient and exposes the system of controls to serious 

risks. 

 

 2.2. Greece 

 

Greece, one of the four Cohesion countries, has had an economy that was clearly weak, 

especially in the 1980s and in the beginning of the 1990s. It was and is still one of the main 

beneficiaries of the Structural Funds and - as the results of the programmes show - has been able 

to absorb the funds available successfully. Most of the programmes have in the past concerned 

infrastructure. The whole of the territory of the country is eligible for the Structural Funds 

support under Objective 1. Between 1989 and 1999 Greece received € 26.9 billion, more than € 

2 500 per inhabitant. 

 

A. Framework of management 
 

The Ministry of the National Economy in Greece has hitherto been the overall managing 

authority acting as co-ordinator, as well as the only payment authority. (There are a few 

exceptions, where grants are given directly). For individual programmes there exist separate 

management authorities, organised along the same lines, which co-operate with the Ministry of 

the National Economy. For ESF matters the lead ministry is the Ministry of Labour and of 

Social Insurance, for the EAGGF-Guidance and the FFIG it is the Ministry of Agriculture and 

for the ERDF, the Ministry of the National Economy, which has overall responsibility for co-

ordination. 

 

A bill will shortly be examined by the Greek Parliament establishing a new framework for the 

"management, follow-up and control of the third CSF". This framework will implement the 

provisions of Regulation 1260/99 and the agreements reached with the European Commission, 

as approved by the "Committee for Development and Reconversion of Regions", responsible in 

Greece for the ERDF. The service of the Ministry of the National Economy dealing with EU 

structural funds is to be thoroughly reorganised and highly qualified staff are to be recruited. 
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Implementation of programming and organisation of management in all the authorities 

responsible will be supported by a special administrative unit (MOU) established during the 

previous programming period.  

 

In regard to controls, a new authority for co-ordination is to be established, given also the fact 

that 1st and 2nd levels of control partly overlap. A first level of preventive and ongoing control 

will be carried out by each managing authority, before projects are submitted, to ensure their 

maturity and state of preparation. An "integrated management information system" will permit 

continuous controls throughout the period of implementation. 

 

A second level of controls will be carried out by the payment authority, a new body proposed in 

the bill mentioned above, which will be a specific service within the Ministry of the National 

Economy. This authority will be responsible for financial checks for all transfers from the 

structural funds throughout Greece and also for the Cohesion Fund. 

 

A third level of external control will be exercised by the General Accounting Service of the 

Ministry of Finance, to which the payment authority will be obliged to give all necessary data. 

This service is to be responsible for general co-ordination of external control over the managing 

authorities and final beneficiaries, in order to ensure sound and efficient management. The 

service will carry out sample controls and spot checks. 

 

B. Problems 
 

Greece has shown until now a rather good performance in regard to absorption, partly because 

of the emphasis given hitherto to major public works projects. These projects were in most cases 

large and seem often to have been chosen on political rather than economic criteria, but they 

were technically correct. There have been criticisms, nevertheless, in regard to the quality of 

these projects and the basis on which they were chosen. It is now necessary to introduce more 

transparency through public calls for tender and to provide support for aspects of economic 

development such as research and training, where projects are often more difficult to implement 

than infrastructure. 

 

Evaluation of past projects must be incorporated into the planning process so that it has a real 

input into future choices. Information also needs to be made much more widely available about 

economic development choices and options. 

 

It has proved difficult to carry out a successful and efficient co-ordination of management of the 

structural funds. Greece still has a large number of programmes and therefore a large number of 

managing authorities (one existing for each programme); this creates confusion. Management 

and paying agencies are not always separated, but the regulations do provide for this possibility. 

It is, nevertheless, important that the same service within a Ministry is not responsible for both 

functions and that the audit function is independent, a matter on which there is not - as yet - 

agreement with the Greek authorities.  
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Monitoring committees have presented problems, because of the way in which they are 

currently organised. They need to take on their supervising role more effectively, especially in 

regard to mid-term reviews. They are more effective in some regions than others, but the role of 

the NGOs within these committees is particularly poorly developed and the need to involve 

social partners has sometimes resulted in inflexibility and slow decision-making.  

 

A Management Information System has been established, but there remain doubts about its 

design and the level of support afforded during the operation of the programmes. However, 

there are deficiencies in regard to publicity and evaluation. Procedures need to be made more 

transparent in regard to obtaining aid from the structural funds and in publicising the results. 

More effective evaluation is necessary and the results need to be integrated into the 

programming rather than just attached as reports annexed to programming documents. In 

particular, it is not enough to build infrastructure; the use of the infrastructure must also be 

examined as part of the ex ante and ex post evaluation process. 

 

The lack of good quality personnel has become a serious problem for Greece.  At present people 

working on implementation of programmes financed by the Structural Funds may receive 

premiums (their recruitment being co-financed by the Commission), so that they earn more 

money than other civil servants. Salaries must be further improved in order to obtain good 

quality staff. Also recruitment of personnel must take place after examination (in accordance 

with the ASEP civil service procedure) and without political influence being exercised over 

appointments. 

 

 2.3. Ireland 

 

Between 1984 and 1988 Ireland's economy fared poorly. Growth in GDP was slow, while 

unemployment was the second highest in the EU. Yet since 1989 the Irish economy has been 

one of the greatest success stories in Europe - thanks in part to Structural Funds assistance. 

Ireland has achieved the highest growth rates in GDP in Europe. Inflation and public debt ratios 

have exceeded the Community average but have nevertheless fallen substantially. In 2000 

public debt is expected to fall to 36% of GDP, one of the lowest levels in Europe. Deep-seated 

difficulties remain - especially inadequacy of physical infrastructure and technical training, 

rising labour costs and geographical isolation. The whole of Ireland is eligible for Structural 

Fund support under Objective 1 - regions, whose development is lagging behind. For the period 

1994-99 Structural Fund transfers amounted to € 5.6 billion
23
. Structural Fund resources have 

normally been concentrated on major infrastructure projects and linked closely to national 

development plans. 

 

Government in Ireland is still highly centralised and EU Structural Funds have been 

administered by ministries of central government. Recently, however, some new bodies have 

been established to promote local development and which now play a role. While the whole of 

Ireland qualified as a single Objective 1 region for the 1994-1999 period, Ireland now has two 

regions defined at the Eurostat level of "NUTS II" - the "Border, Midland and Western Region" 

(still eligible for Objective 1 during the 2000-2006 period) and the "Southern and Eastern 

Region", which qualifies as an Objective 1 region in transition. 

 

Although a measure of regionalisation is in progress, there is a common perception of priorities 

between regions because of extensive consultation in the preparation of National Development 

                                                 
23 More in: http://www.inforegio.cec.eu.int/wbover/overmap/irl/ifs4_en.htm 
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Plans. Regions and social partners are involved as members of monitoring committees for the 

Community Support Framework (CSF) and operational programmes. Funds available have so 

far been sufficient to avoid internal conflicts. The Commission has some input into the choice of 

major projects. 

 

A. Framework of management 
 

There are five inter-regional operational programmes and two regional programmes under the 

2000-2006 CSF. The overall CSF managing authority is the Department of Finance. In the case 

of the inter-regional programmes, the managing authority is the relevant Government 

Department, in that of the regional programmes it will now be the Regional Assembly. The CSF 

2000-2006
24
 also provides for other bodies, the so-called Implementing Departments and 

Agencies, with functional responsibilities for particular service or policy areas. 

 

Monitoring of the CSF and Operational Programmes is the responsibility of the relevant 

managing authority under the control of the CSF and Operational Programme Monitoring 

Committees respectively. Monitoring Committees are set up in agreement with the managing 

authority, after consultation with social partners and in accordance with their own institutional 

arrangements and practice. They comprise representatives of managing authorities, 

implementing bodies, regional assemblies (and authorities), four strands of the social 

partnership and, as advisors, the European Commission, the Central Evaluation Unit, the 

National Development Plan and the Equality Unit. 

 

There are separate paying authorities for each Fund: the Department of Finance for the ERDF, 

the Department of Enterprise, Trade and Employment for the ESF, the Department for 

Agriculture, Food and Rural Development for EAGGF-Guidance and the Department of Marine 

and Natural Resources for FIFG. According to the CSF for the period 2000-2006, the paying 

authorities will establish Financial Control Units (or contract out this function) with 

responsibility for random audit checks of EU-funded expenditure. There is a cascading system 

of responsibility in regard to financial management and control. The implementing bodies are 

responsible for certification of expenditure by final beneficiaries and 100% validation of 

payments certified to the managing authorities. The managing authorities and paying authorities 

carry out 5% verification checks in respect of payment certified by them to the paying authority 

and European Commission respectively. In addition to checks by Financial Control Units under 

the aegis of the paying authorities, system audits are carried out by internal audit units in the 

implementing bodies and managing authorities. 

 

B. Problems 
 

There have been some difficulties in comprehending the Structural Fund regulations and other 

rules, which are sometimes considered to be excessively complex and unclear. This problem 

concerns in particular the matter of eligibility, where problems have arisen because of doubts 

over terminology. Officials responsible for implementing EU rules need to be better informed. 

Occasionally, unpaid invoices are included in declared expenditure inadvertently. 

Financial control and accountability have been good. Checks and controls are rigorous. Also, 

monitoring committees have been successful in reallocating resources following mid-term 

                                                 
24 Chapter 5 - Provisions for implementing the Community Support Framework, Summary of the Community 

Support - Ireland 2000-2006, in: http://www.irlgov.ie/finance/csfsummary1.htm 
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reviews. As far as evaluation in general is concerned, although the requirements may have been 

seen as excessively burdensome by some, the Irish approach has been rigorous: both 

methodology and arrangements for tracking the response of monitoring committees and 

managing authorities to evaluation recommendations have been refined. In the new planning 

period ongoing and mid-term evaluation is being rationalised in the light of experience; a 

Central Evaluation Unit has been established to carry out such ongoing evaluation which was 

previously carried out by external evaluators for each operational programme. Evaluation will 

be more strategic and give less emphasis to individual projects and measures.  

 

Controls have been well implemented in the past, partly because programmes financed by EU 

structural funds have been closely integrated with national efforts to improve infrastructure. A 

move to "softer" measures of development - such as improving research capacity - may present 

different problems. Controls at present reveal only very minor errors. 

 

 2.4. Italy 

 

In Italy there have been multiregional programmes (common to all regions) and separate 

individual programmes for each of the regions. There has, however, been some reduction of the 

size of individual programmes and an increase in that of the multiregional programmes, which 

have proved to be more efficient - for the present 2000-2006 period, 7 multiregional and 7 

individual programmes are planned. The considerations discussed below refer for the most part 

to programmes implemented in the context of Objective 1 of the structural funds ("Development 

and structural adjustment of regions whose development is lagging behind") which in the period 

2000-2006 will take about 67% of the funds' resources allocated to Italy. 

 

A. Framework of management 
 

The managing authority for the CSF is the Ministry of the Treasury, Budget and Economic 

Planning, the Ministero del Tesoro, del Bilancio e della Programmazione Economica - 

Dipartimento per le politiche di sviluppo e di coesione (Servizio per le politiche dei Fondi 

Strutturali comunitari). It is also entrusted with co-ordination for its implementation, which is 

defined as avoidance of duplication, guaranteeing coherence of interventions within a sector and 

guaranteeing the correlation of interventions within a geographic area. Responsibility for the 

activities of individual Funds is distributed as follows:  for the ESF the responsible authority is 

the Ministry of Labour; for EAGGF-Guidance the Ministry of Agriculture and Forest Policies; 

for FIFG the Ministry of Agriculture and Forest Policies; and for the ERDF the Ministry of the 

Treasury, Budget and Economic Programming itself. 

 

The tools to ensure correspondence between regional and national measures are Monitoring 

Committees for national programmes in which regional representatives participate, Monitoring 

Committees for regional programmes in which central government representatives responsible 

for sectors participate and exchange of regular reports. 

The overall monitoring committee will discuss at least once a year a document on co-ordination 

of interventions, which has been prepared for all monitoring committees. 
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Overall management of the programmes is carried out by the administrations in charge of the 

operations, which do so via offices assigned for this purpose in the relevant organisational 

structures. The Managing Authority for each operational programme is responsible for 

establishing the appropriate procedures and for defining responsibilities whether by legislative 

or administrative means. 

 

Several payment authorities exist. According to the CSF, the payment authority is "responsible 

for drawing up, certifying and presenting the applications for payment, receiving payments from 

the Commission and ensuring that the final beneficiaries receive as soon as possible the full 

amounts corresponding to the share of the Structural Funds to which they are entitled. The 

function of payment authority may be assigned to one or several authorities or national, regional 

or local bodies. The payment authorities of the operational programmes are indicated in the text 

of the programmes." Different payment authorities exist for every one of the Funds and for each 

region benefiting from assistance. In the case of programmes managed centrally, the payment 

authorities are also central government ministries. Supervision of financial flows is exercised by 

a Department of the Treasury Ministry responsible for general state accountancy (Ragioneria 

Generale dello Stato – IGRUE), which makes periodic reports to the overall Monitoring 

Committee
25
. 

 

The CSF Monitoring Committee is set up by a Decree of the Ministry of the Treasury, Budget 

and Economic Programming and consists of the Institutions and Parties involved in the 

implementation process. The operational programme Monitoring Committees are set up at 

regional or central administration level, and their composition reflects that of the CSF 

Monitoring Committee. 

 

In regard to controls, the main responsibility for financial control of operations lies with the 

managing authorities in charge of the operations, on the basis of current national regulations. 

Again in accordance with the CSF, control activities are carried out both as an integral part of 

day-to-day management and subsequently in order to check the effectiveness and reliability of 

the management and control systems used. The accounts system in each region must be able to 

guarantee the flows of structural fund expenditure at the agreed levels, timely payments to final 

beneficiaries, conformity of commitments and payments to Community norms, that payments 

reach the intended beneficiaries and the recording of funds recovered in case of irregularity. 

 

In regard to respect for Community regulations, the CSF provides specifically for verification of 

respect for Community policies in the fields of competition, public purchasing, environmental 

protection, equal opportunities, social policies, small and medium-sized enterprises. 

 

In comparison with the arrangements in force for the 1994-1999 period the current rules are the 

result of an effort to clearly identify those responsible for specific tasks required by the new 

regulations. This process has been carried out together by national and local administrations and 

is a first essential achievement of the new requirements. In regard to Objective 1 programmes 

there has been a strengthening of the operational programmes of the regions at the cost of the 

national programmes and a restriction of the role of central authorities to coordination, checking 

and evaluation. Regional authorities have now received a clear responsibility for improved 

financial management. 

                                                 
25 The detailed arrangements for management authorities and payment authorities are outlined in Chapter 6 of the 

recently agreed Community Support Framework for Objective 1 regions in Italy. 

 



Structural Funds 

 

PE 295.602 32 

Half-way through the planning period there will be an allocation of a substantial proportion of 

the funds available (10%) to those programmes which are most effective, also in terms of 

financial management. 

 

B. Problems 
 

The major problem in Italy seems to be co-ordination and coherence, often as a result of 

political changes in national and regional governments. Considering the growth of the multi-

regional programmes, which are now large and for which every region may have specific 

responsibilities, it is unsurprising that the management problems are really serious. Successful 

and efficient co-ordination between the regions has not yet proved possible. The Member State 

instituted a new structure (cabina di regia) in 1995 as a co-ordination unit, which sought to 

organise co-operation between regions. This has now been replaced by a "Department for 

development and cohesion" inside the Treasury (Ministero del Tesoro e del Bilancio). National 

civil servants participate in meetings of regional monitoring committees and now also provide 

technical support. 

 

At regional level, the problems vary with some authorities lacking the structures capable of 

efficient management. In some cases, there has been reluctance to introduce the changes 

necessary to cope with the implementation of Community rules. Constitutional requirements in 

some regions have meant that even very small changes in programmes have needed approval at 

the highest political level. However, new arrangements oblige regions to separate administrative 

and political levels in regard to handling of money from the structural funds and the EU 

requirements have required regions to change their budgetary laws...  

 

The central Monitoring Committee for the CSF may initially have been inefficient partly 

because of the large number of people involved in it, although it established a partnership 

between all those involved that has since been very useful in creating the consensus for 

improved management of the funds. During the last 2-3 years there has been an increase in the 

effectiveness of the Monitoring Committee, which has forced some switches of resources 

between regional programmes. Thus, the good performance of programmes in Basilicata and 

Molise has been followed by some reinforcement, while the relatively poor performance of 

multi-regional programmes such as those for water resources and tourism have resulted in 

cutbacks. The regional monitoring committees tend to work efficiently. There are small numbers 

of people who achieve good results. 

 

Regarding payments, there have been serious delays, mainly because of the very long 

procedures. There are too many steps until the money is given to the final beneficiary. The staff 

involved in administering the funds is itself sometimes ignorant of what exactly has to be done, 

given the wide range of regulations at regional, national and Community levels. The procedures 

are so complicated that it is sometimes hard for civil servants to understand the programmes and 

realise their aims, especially since the interpretations offered by Commission services are 

continually expanding the regulatory framework. 

Administration is in general very bureaucratic and inflexible. The addition of EU requirements 

to national regulations has resulted in a multiplication of the administrative complexity and 

substantially increased delays where administrative capacity was already weak.  
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The control system has been especially inadequate in the past. Although each region is now 

responsible for carrying out its own controls, on-the-spot checks at all stages of expenditure on 

projects require external control bodies to implement them with separate authorities having 

responsibility for ensuring that EU rules are respected e.g. in regard to environmental protection. 

Separate controls take place for each programme - before, during and after the operation of the 

programme - in accordance with the national law applicable to co-financed projects. Controls 

have proven hard to carry out effectively; it remains to be seen how the new procedures will 

work. The European Commission has insisted that an efficient system for control be installed 

and has threatened to block payments. 

 

A computerised system to bring together the data needed for efficient controls has been 

available since 1983, organised at national level by the Treasury Department. The system has 

not turned out well and is still not fully operational. The new CSF contains a deadline for the 

introduction of an operational central monitoring system.  

 

Also in the case of Italy lack of appropriate staff at all levels has constituted a major problem. It 

is true that the civil servants are not well paid. Those working on the Structural Fund 

programmes are not especially favoured and there have been problems in finding sufficient 

quality staff to implement these programmes. There is some doubt as to the usefulness of the 

"Technical Assistance" offered by the funds themselves, since it implies having recourse to 

private sector specialists who are unlikely to possess as wide an experience of the problems 

faced in administering the funds as those already within the public sector. 

 

Using evaluation studies effectively has also been a problem, but there is now a group 

established at national level to carry out such evaluations and to install effective control 

systems. It is hoped that increased support and monitoring from the centre will contribute to the 

change of culture and of attitudes that have impeded successful use of structural fund resources 

in the past. 

 

 2.5. Spain 

 

Spain has been always a great consumer of grants from the Structural Funds. In the period 1994-

1999 it was the main beneficiary and was eligible for assistance under all Objectives. Those in 

regions eligible to receive aid under the regionalised Objectives (1, 2, 5b) included about 82% 

of the national population.  

 

As the main beneficiary from the Structural Funds, Spain's overall rate of implementation is 

fully in line with the Community average and appreciably above this with regard to payments in 

both Objective 1 programmes and in Objective 5b programmes.
26
 However, significant 

disparities exist between the various regions involved. 

 

C. Framework of management 
 

There have been tensions until recently between regional and central government, but these 

seem at the moment to have been reduced. Central government bodies are designated as the 

management agencies, in particular the following Directorates General at the Ministerio de 

Economia y Hacienda: DG de Fondos Comunitarios y Financiación Territorial for Objective 1 

                                                 
26 European Commission, 10th Annual Report on the Structural Funds, 1998. 
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and Analysis and Budgetary Planning for Objective 2. However, some aspects of this 

responsibility may be devolved to regions. Different ministries of central government are 

responsible for each Fund, corresponding to the policy area concerned. These ministries are 

responsible for the delegation of their powers to regional authorities. But in cases of devolution 

of administration the authorities at national and regional level will still share responsibility for 

installing a monitoring system that guarantees the reliability of data and accountancy systems 

that allow for proper audit trails. Correct application of EU rules on public purchasing and 

environmental protection are also formally indicated as a joint responsibility.  

 

Co-ordination between central and regional administration is formally required by the CSF to 

avoid duplication and guarantee coherence of interventions in the same sector and correlation of 

interventions in the same area. The CSFs provide for the full implementation of the structural 

fund regulations in regard to the treatment of EU funds, their management, monitoring, 

evaluation and control. They also provide for a computerised system of management and data 

transmission. 

 

With regard to payment authorities, the structure is yet to be decided. Spain has sought to 

maintain a central organisation. The Commission would prefer a more regional one, since, in its 

opinion, a central one would be impractical.  Administrative Capacity is strong both at central 

and - for the most part - at regional levels.  

 

As concerns controls, these are centralised and operated by the ministries responsible. The 

introduction of decentralisation in this area seems to be difficult to achieve, given the special 

structure and the complexities existing in the administration. The Intervención General de la 

Administración del Estado (IGAE) will co-ordinate controls. Each operational programme will 

define precisely management and control responsibilities and ensure that these are separate. The 

role of external (Audit Courts) and internal (Intervención General) controls is established by the 

CSF both at national and regional levels. 

 

B. Problems 
 

In recent years Spain has become an efficient absorber of regional funds, especially for major 

infrastructure projects. In the period 1994-1999 there were no serious management problems. 

However, mainly because of the conflict of interests and desires between central government 

and the regions, there were deficiencies in co-ordination to be found. Efforts to achieve higher 

standards of co-ordination have been made by encouraging a more intensive co-operation 

between the regions, in particular through the operation of multiregional programmes. 

 

There are some doubts as to whether Spain will successfully manage the transition from 

development via large infrastructure projects to development based on raising the quality of 

human resources and of research capacity and on small investment projects. 

Assessing eligibility may become more difficult, but no serious problems in this regard have 

appeared so far.  

 

In regard to controls, Spain is convinced of the need for tight controls to ensure quality of 

expenditure and good results. Central government officials are capable and have maintained 

good controls over expenditure. There is an increasing sensitivity to the requirements of 

environmental legislation. Infringements of public purchasing rules have also been rare.  

The European Commission has apparently no fears in regard to Spain's financial control 

systems. There is some variation between regions in quality of financial management but 
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standards have improved. It would wish however to raise the standards of evaluation. There are 

also problems in ensuring a wide representation on monitoring committees of partners, involved 

in regional development, such as trade unions.  
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Chapter IV - CONCLUSIONS 

 

 

1. Common problems in the 5 Member States 

 

The problems related to the implementation of the Structural Funds programmes vary widely 

from one country to another. This is unsurprising given the disparities between the Member 

States compared here in regard to size, wealth, structure and administrative capacity. However, 

there are common problems existing in all of the 5 Member States under consideration - or at 

least in the majority of them. This Chapter reviews those problems, which are the most 

significant to be found at national level in the management of the Structural Funds. On the other 

hand, that does not mean that problems arising only in one country are of less importance. 

Attention also needs to be drawn to specific problems, such as serious payment delays in Italy
27
. 

 

 1.1. Co-ordination of management 

 

The first problem shared by several Member States arises from the unsatisfactory co-ordination 

of management between the various public authorities involved and the obstacles to a free flow 

of information. 

 

For each country the difficulties are due to different reasons: for de-centralised Member States, 

such as Germany and Italy, it is the existence of management responsibility both at central as 

well as at regional level. For centralised administrations, like that of Greece, it is the large 

number of small and large programmes operated simultaneously which cannot be successfully 

co-ordinated and may lead to management confusion. 

 

Special co-ordination units may offer a solution provided that they receive sufficient powers and 

good staff. 

 

 1.2. Systems of financial control, monitoring and certification 

 

In all the countries examined there is a need to establish or strengthen systems for control and 

audit in order to ensure efficient operation with a real impact on development. In countries like 

Greece, some basic factors are missing, like the separation of the 1st and 2nd level of control. In 

others like Germany, it has to be ensured that the system theoretically in place operates properly 

and checks are made to ensure application of national and European legislation. Even in 

Member States such as Spain and Ireland, where controls have been shown to be really tight, the 

establishment of a proper integrated system for control is still a necessity. The European 

Commission is much concerned about this matter and is seeking in some cases to influence 

Member States by blocking payments. 

 

There is also a general tendency of national auditors to give more attention to national 

expenditure and financial aid than to that granted by the European Union. Controls and on-the-

spot checks are too few. Co-operation of national Audit Courts with the European Court of 

Auditors is sometimes unsatisfactory. 

                                                 
27 See Chapter 3. In fact Italy proved often unable to spend what was allocated. More in: European Commission, 

10th Annual Report on the Structural Funds, 1998 (Italy). 
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As far as monitoring is concerned, problems arise with regard to the organisation of the 

Monitoring Committees. They do not seem to be able to work effectively in many Member 

States. Mid-term reviews are especially problematic (if one excludes the case of Ireland). In 

addition, the need to take account of the views of social partners sometimes poses limits on the 

flexibility and efficiency of the Committees. 

 

Payment authorities, which must "certify" that expenditure meets EU requirements, do not 

always seem to have the capacity to check. The Commission would evidently be at fault if it did 

not satisfy itself in regard to the quality of these authorities' procedures and would certainly be 

correct to refuse payments until the systems operated properly. 

 

 1.3. Staff Recruitment 

 

As shown in Chapter 3, the lack of high-quality staff working at national level on 

implementation of the Structural Funds programmes concerns several Member States (although 

in Spain the performance of the personnel involved is apparently exemplary). 

 

The deficiencies in this area are immense and alarming. The minimum number of staff required 

for the operation of the Structural Funds programmes is in some cases not covered, while some 

Member States, like Germany, are proceeding to drastic cuts in personnel. In other Member 

States, it seems to be particularly difficult to find qualified persons, who are both able to acquire 

a high level of knowledge about the complex rules and problems of EU policy for regional 

development and are capable of co-operating with European Institutions, especially the 

European Commission.  

 

Difficulties in finding appropriate personnel derive also from the fact that salaries of civil 

servants in countries such as Italy or Greece are often too low to attract competent personnel. 

The European Commission cannot take responsibility for the salaries of the civil servants of 

each Member State, even if these are working for the implementation of the Structural Funds, 

and must rely on Member States to apply salary levels as required
28
.  

 

It is also notable that the personnel available at the present are often not well informed about the 

programmes that must be put into operation. The aims of the programmes are not properly 

explained and the procedures are not clear to the staff, a fact that obviously hinders good 

performance. In this context, it is regrettable that regional and national authorities have little 

recourse to funds available for "technical assistance" (although Italian authorities believe that 

the private sector specialists who might be recruited in this way would not be especially useful). 

Assistance is often needed in regard to the organisation of recruitment and the preparation of 

manuals and training - both to explain the framework and to make clear the law to the people 

involved in implementing it. 

 

It would however be undesirable to create two tiers of public administration with higher salaries 

pertaining to functions connected with EU controls than national ones. The problem is a general 

one of raising standards of public administration and ensuring that there are enough qualified 

people available. 

                                                 
28 However, some co-financing exists in the case of Greece for the purpose of recruitment premia. See Chapter 3 

(Greece). 
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 1.4. Evaluation 

 

It commonly appears that Member States do not give appropriate weight to the matter of 

evaluation. It may even sometimes be seen as an unnecessary process. In most cases, there are at 

national level no integrated regulations laying down the procedure which evaluation must follow 

in order to be properly completed. The evaluation made ends up as just an annex to other 

documents or a list of the programmes operated and does not seem bring about those positive 

results sought by the provisions of the Structural Funds Regulation
29
. But, in any case, a rigid 

adherence to formal rules requiring evaluation to be carried out at specific stages is obviously 

useless unless there is an accompanying readiness at political and administrative levels to learn 

lessons and to incorporate changes to development policies and practices.  

 

 1.5. Computing 

 

In regard to the use of computerised techniques for financial and management control of 

programmes, well-designed and operational systems are still rare in national administrations. 

Those in use are often not intensively supported during the operation of the programmes. The 

problems arising from these deficiencies are obvious in view of the importance of good 

computer systems for financial management and evaluation. Particularly important is the 

creation of networks for the rapid transmission of information, which might be made available 

easily throughout regional and national administrations, including control authorities, but also to 

the European Commission and the European Court of Auditors. Too frequently, those 

responsible for implementing programmes do not have access to the information they need, 

while reports at all levels contain statistics and information which is out of date and no longer 

relevant. 

 

2. What is to be done? 

 

The problems of controlling EU expenditure appear to be little different to those of nationally-

financed programmes. If the difficulties in respecting the requirements of EU regulations are 

severe, it is partly because these regulations impose procedures and underlying attitudes which 

are not yet well-rooted in the administrations concerned. It may certainly be possible to improve 

the quality of drafting of EU regulations and in some cases to simplify legislation, but EU 

regulations will inevitably be alien to some at least of the bureaucracies in Member States 

obliged to implement them, because of the great variations between administrative practices. 

Ultimately there is a choice to be made between implementing the regulations to the full or 

removing Community constraints altogether and allowing recipients of Community funds to 

spend them as they wish. 

 

In regard to the specific problem of reducing error rates to an extent which will permit the Court 

of Auditors to grant a positive "Declaration of Assurance" in future years, the Commission 

believes that measures now in progress in regard to eligibility rules, improved financial controls 

by Member States and independent certification of final expenditure declarations will bring 

about improvements soon. But, because of the multi-annual nature of programmes financed by 

the structural funds it is likely to be several years before they have their full effect. 

The impact of recent measures and, in particular, the willingness of the Commission to apply 

financial corrections if national controls are ineffective remain to be seen, but it would indeed be 

                                                 
29 Article 40-43 of the Council Regulation No 1260/99 of 21 June 1999 laying down general provisions on the 

Structural Funds, OJ L 161, 26.06.1999. 
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surprising if all the attention given to these problems remains fruitless. It is, however, essential 

that the purpose of controls remain clear to all: efficient spending of EU monies and a high level 

of absorption is not the same as an effective use of resources. The need to respect control 

procedures and raise absorption levels must not paralyse good management of the funds. 

 

To some extent, countries with a well-established tradition of central government assistance to 

regions and underprivileged groups within society are favoured by current regulations for 

administering the funds; many programmes financed by the structural funds appear to run 

smoothly precisely because they do not innovate, being in some cases just extensions of national 

development programmes. The role of the national and regional bureaucracy in such cases may 

be simply one of disguising such programmes in Community clothing and ensuring that the 

letter - if not the spirit - of EU legislation is respected.  

 

But this counteracts the intentions of the structural funds, which aim to provide "added value" 

and not just resources for social and economic development which are "additional" at the global 

level.   Several Member States have in the past defended themselves against accusations of non-

respect of the 'additionality principle' on the grounds that resources available for regions or 

social programmes would be less in the absence of EU transfers. There is some fear at present 

that authorities in Italy which have endeavoured to use these funds in an inventive and 

innovative manner have suffered for their respecting of the spirit of EU legislation and may now 

seek to imitate the "unwholesome" attitudes of other Member States.  

 

Programmes have often been delayed by the need to instil new attitudes and procedures, while 

countries which have simply used EU structural funds to eke out domestic development 

schemes have managed to absorb the money more successfully, but without undergoing any real 

changes. The United Kingdom, for example, notoriously saw the structural funds, at least in the 

early days, as a means of extracting from the EU budgetary resources which it failed to obtain 

through agricultural subsidies (because of the small size of its agricultural sector). 

 

In this light the many problems of eligibility and poor financial management mentioned by the 

Court of Auditors take on a different hue. The structural fund regulations serve not only as a 

framework for the transfer of resources but also as a tool for raising standards of public 

administration and for promoting experiment and new attitudes to public support for the 

development process. In the long term it is these aspects which may come to be seen as the most 

beneficial. Increasing resources for building bridges may facilitate economic development, but 

ultimately the process requires individual entrepreneurs in public and private sectors who will 

innovate and learn from the example of each other. Imposing tough requirements for financial 

control, for evaluation and for monitoring are an important part of this process. 

 

 

 

 

* * * 
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