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SHARED MANAGEMENT AND NATIONAL ACCOUNTABILITY:  
Cocobu hearing 3 June 2008 

 

Sympathy for the Commission 

Mr Chairman, even for the most heartless of men, even for an auditor, it is hard to 

speak on the issue of accountability for the Structural Funds without feeling some 

sympathy for the Commission. Every year the Court of Auditors presents its 

message of gloom on the Structural Funds in the Statement of Assurance.  

Auditors sent out to the furthest corners of Europe come back with details of 

errors of which the Commission knows nothing.  And yet it is the Commission 

which must bear the blame.   

A paradox 

2. This state of affairs seems paradoxical if one compares it with other aspects of 

cohesion funding.  The allocation of funds between Member States is in practice 

largely made at a higher level than the Commission, after long and sharp 

negotiation.  Other than for the Cohesion Fund, the Commission is only informed 

of the largest projects proposed.  The Commission is not expected to micro-

manage the implementation of the Structural funds. 

3. The Regulations for the Structural funds recognise the decentralised nature of 

spending from the funds.  The blue booklet containing the 2007-13 regulation 

makes the point that ‘the new regulation alleviates the role of the Commission, 

which can thus concentrate on a strategic approach, which is the real added value 

of the Commission’.  Several changes recognise this: 

- The old ‘programme complement’ has gone; 

- Eligibility rules - in general - are to be the national rules; 

- Control procedures are relaxed where the EU contribution is smallest. 
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- Even the additionally requirement has been largely abandoned outside the 

regions covered by the convergence objective 

4. Yet, though much responsibility for managing the funds is devolved, the 

Commission is held accountable whether the money is properly spent. 

A control framework….. 

5. Both the European Parliament and the Court of Auditors have played a 

constructive role in looking for ways out of the dilemma of how the Commission is 

to obtain assurance on what is happening in the Member States.  One key 

element in this is the Court’s opinion in 2004 on a ‘single audit’ model. 

6. The starting point for this was a request from the European Parliament :  

“ for the Court to provide an opinion on the feasibility of introducing a single 

audit model applicable to the European Union budget in which each level of 

control builds on the preceding one, with a view to reducing the burden on the 

auditee and enhancing the quality of audit activities,” 

 

7.  My understanding of the Parliament's request is that first you wanted 

arrangements which would maximise the likelihood that expenditure for the EU 

budget would be properly and effectively carried out; second you wanted this to 

be done in a way which did not impose unnecessary burdens on those 

administering or receiving EU funds 

8. The Court’s response was to propose that the Commission should move 

towards a Community internal control framework as a basis for developing control 

systems for EU spending. Controls should be applied to a common standard, 

avoiding duplication, at an intensity which is economically and politically cost-

effective. The basis of internal control systems should be a chain of control 

procedures, with defined objectives at each level. There should be mechanisms to 

identify not just irregular transactions, but also systems weaknesses - feedback in 

other words. 
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….. but not just a control framework 

9.  It is important to put the Court’s concept of a Community internal control 

framework in context. 

10. First, and most obviously, the Court did not suggest that having such a 

structure would itself lead to a positive Statement of Assurance.   

11. Second, the Court made the point that simplification could be a significant 

element in progress.  Opinion 2/2004 , which set out our ideas on the internal 

control framework, said: 

“For the internal control systems to be effective and efficient, legislation 

underlying policy and processes should be clear and unambiguous and 

sufficient to secure the proper use of funds, but not unnecessarily complex….. 

The more demanding and difficult the requirements are, the greater is the risk 

that they will not be followed either by design or accident. Well designed rules 

and regulations contribute to the achievement of the policy objectives set, 

decrease the risk of error, simplify the controls required and reduce the 

number and cost of controls necessary for a defined level of ‘acceptable risk’.” 

 

12. Third - and perhaps falling into the category of statements so obvious that they 

can easily be forgotten –  Opinion 2/2004 underlined that a control framework 

needs to be used creatively.  The control systems should help the Commission 

conclude whether rules are well-designed or not.  It is one thing to make a lot of 

checks on spending, but another to identify lessons to be drawn and action to be 

proposed. 

13. Perhaps I could say a little more abou this last point. At the time the Court 

issued its opinion on single audit, I was working in the area of the Common 

Agricultural Policy.  The CAP incorporated a highly developed set of checks.  

Farm inspectors visited a huge number of farms each year, and Member States 

reported aggregated results to the Commission.  Yet, the Commission seemed 

sometimes ill-equipped to learn lessons from all this activity.  It might have used 
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the information to discover which were the regions, the types of crops, and the 

groups of farmers where errors were most frequent or most serious.  In practice, 

we found less evidence than we might have expected that the Commission looked 

behind national totals.  So the potential to use this information to tackle the cause 

of error was not fully realised. 

14. A similar situation appears to exist for the Structural Funds.  Numerous checks 

are required, and we have the complex system of Managing Authorities, Paying or 

Certifying Authorities and Audit Bodies.  But it is not clear that there is sufficient 

feedback. As the Court said in its 2006 Annual Report, the Commission should 

assess the effectiveness of the structural fund managing authorities so that its 

audit effort can be best targeted; and should reinforce feedback mechanisms in 

the control system for structural funds. 

15. We now have a new requirement for Member States to present annual 

summaries of available audits and declarations.  Will this extra source of  

information help the Commission to make the management changes and propose 

the legal changes required to make the Structural Funds more effective and less 

prone to error? 

16. Well, we shall see.  But when I last attended Cocobu I was struck by the 

response the Commission gave when asked about the impact of annual 

summaries.  When asked whether these summaries had enabled them to learn 

something useful, the Commission replied: “not yet” (which is, I think, Commission 

language for “no”).  But when asked whether all Member States had complied with 

the request, the Commission replied that Germany had not done so, and that the 

Commission was beginning infringement proceedings. It is early days, but there is 

something dispiriting in finding that these procedures add – so far – little value for 

the Commission, but do represent a new way for the Member States to find 

themselves in breach of a regulation 

The future 
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17. My remarks so far have been directed at the current operation of shared 

management in the Structural Funds.  But at the moment we are supposed to be 

in the course of a fundamental review of the budget.  Both you, Mr Chairman, and 

the Court have argued that this exercise should be about the quality of spending 

from the EU budget, not just about its quantity or direction.  So it is legitimate to 

ask if, in the longer term, there are any options for change in the way we run the 

Structural funds which are relevant to today’s debate. 

18. One way forward, in principle, would be to abolish (or at least severely reduce) 

the role of the Member States, and to establish a direct link between Structural 

Fund beneficiaries and the Commission. There may be attractions to this 

approach – but in practice I think it could only be achieved in the context of a 

much smaller Structural Fund programme.  And though it is perhaps not for the 

Court to say, it seems unlikely to be on the Union’s political agenda 

19. A second option involves strengthening the role of the Member States while 

leaving most other aspects of the Structural Funds regime unchanged.  Here one 

vision of the future involves making the Member State more accountable for 

irregularities committed in ‘their’ projects.  The only comment I would make on this 

approach is that the Court’s audits suggest that many irregularities are not 

restricted to a handful of Member States.  Sadly, the regulations are complex 

everywhere, and so irregularities occur everywhere. ‘Naming and shaming’ would 

involve a long list of names and a great deal of shame 

20. Are there other options? The Court’s recent paper on the reform of the budget 

posed a series of questions: 

• Is it possible to recast expenditure programmes in terms, not of eligible 

inputs, but in terms of acceptable outputs; with programmes based on a set 

of concrete objectives, and disbursements linked to the achievement of 

results? 

• Insofar as expenditure schemes continue to be articulated in terms of the 

reimbursement of input costs, is it possible radically to simplify the basis of 
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calculation? Could the Union, for example, make far greater use than at 

present of lump sum or flat rate payments instead of the reimbursement of 

'real costs'? 

• What should be the degree of national, regional or local discretion in 

managing expenditure programmes in which the Community budget supports 

national, regional or local policy initiatives? The Commission has overall 

responsibility, in cooperation with Member States, for implementing the 

budget. On the other hand it can be argued that national or sub-national 

authorities are best able to judge how money is best spent within their 

territory in pursuit of EU objectives. 

21. All of these questions ask who should be accountable to whom for doing what.  

The Union’s cohesion policies involve, in essence, EU co-financing of Member 

States’ investment in physical and human capital.  The policy instrument is the 

reimbursement of eligible costs.  Are the present arrangements for delivering 

cohesion  policy – via reimbursement of eligible expenditure - optimal? 

Conclusion 

22. Answering questions such as these is for the political institutions of the EU, so 

I will not say more about them.  Instead I will finish with three conclusions of my 

own: 

• One:  The EU has, over the last several years, invested heavily in control 

systems for the EU.  It is now urgent for the Commission to come forward with 

figures on how much all these systems are costing EU and national taxpayers, 

and what use the Commission makes of the information provided in order to 

improve the operation of the Structural Funds; 

• Two:  An important objective of the Commission should be to use this 

information to identify ways of further simplifying the regulations governing the 

Structural Funds; 
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• Third, there is a lively debate, not least in your committee, Mr Chairman, about 

the appropriate extent of national responsibility for the management of what 

we call, in the jargon of the Union, "shared management expenditure". But 

perhaps there is a weak link in the debate so far as the structural funds are 

concerned. What might Member States be accountable for? Avoiding errors in 

the reimbursement of "real costs" - or the successful use of EU funds to 

promote economic and social cohesion? 

23. Thank you for your attention. 


