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Purpose of the study

(How) does organised crime misuse EU funds?

What is organised crime? 

What are EU funds? 

What is “misuse”?

Does organised crime misuse EU funds? To what extent? 

By what means and methods?

How to avoid misuse of EU funds by organised crime?

What recommendations can be made to strengthen the resilience of the 
EU funds against misuse by organised crime?
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Definitions of EU fund and of misuse of EU funds

EU funds

Spending funds (part of the budget) and EU’s own resources (e.g. VAT)

Misuse of EU funds

Misuse is wrong or improper use or misapplication

To differ between unintentional and intentional acts: fraud

In this study, misuse of EU funds is defined as fraud with EU funds

Legal base for action on the EU level to protect the EU’s financial interests 
and fight fraud is laid down in article 325 TFEU
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What is organised crime?

Not one universal definition of organised crime

Definitions of this phenomenon differ in time and place

The various definitions reflect the different angles to look at the problem, 
and the different positions in the discours

Various definitions used in EU institutions and agencies (Europol, OLAF, 
Eurojust, ECA): not helpful for exchange of information

Definition for the purpose of this study

Organised crime is a structured association, established over a period of 
time, acting in concert with a view to committing offences, in order to 
obtain, directly or indirectly,  financial or other material benefit, 
which causes serious damage to the financial integrity and/or 
foundations of the EU  (close to the definition in Council Framework Decision 
2008/841/JHA on the fight against organised crime)
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The extent of misuse of  EU funds by organised 
crime

Reliable information is hardly available

No explicit facts and figures from Europol, OLAF of ECA

Europol had 3 cases in 2009 and an unknown number of VAT-cases, but 
no details on the magnitude of these cases is available

Assessments of OLAF and Europol

OLAF “has found growing evidence that in many cases the frauds in the 
Structural Funds are organised and planned and have not resulted from 
simple opportunity.”

Europol mentions VAT fraud and public procurement fraud in its OCTA 
when describing the EU criminal markets
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How does organised crime misuse EU funds –
means and methods  – general conclusions

Characteristics of organised crime networks

Almost all cases show a network with more than two individuals and/or 
companies involved

Most criminal networks operate transnational

Means and methods used

› Bribery and corruption
› Overstatement of the subject that relates to the fund
› Forged or falsified documents/certifications;
› Illegal financial benefits
› Fake transactions
› Embezzlement
› Falsification of the procedures
› Money laundering
› Creation of shell companies
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Recent initiatives from the European Commission 
to protect the EU’s financial interests (1)

Challenges according to the European Commission

How to overcome difficulties in obtaining accurate data on the extent of 
fraud and prosecution in the Member States?

How to improve cooperation in cross-border cases?

How to enhance effective court action in criminal law?

Recent proposals, consultations and communications

Proposal for a directive on the fight against fraud to the Union's financial 
interests by means of criminal law 

Proposal for the reform of the Anti-Fraud Office (OLAF)

Communication on fighting corruption in the EU

Action plan to fight against smuggling of cigarettes and alcohol along the EU 
Eastern border 

Consultation on the modernisation of EU public procurement policy
8

How does organised crime misuse EU funds? 24 September 2012



PwC

Recent initiatives from the European Commission 
to protect the EU’s financial interests (2)

The initiatives of the Commission and organised crime 

None of the initiatives seem to focus (only) on organised crime: all 
initiatives are directed to any act of fraud or corruption, regardless 
whether fraudsters act in concert or alone, structured or not, over a 
period of time or just in one instance – an all hazard approach

The European Commission points several times to the difficulties in 
obtaining accurate data on the extent of fraud, the failing monitoring 
and evaluation mechanisms, and the need for better EU crime statistics
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Conclusions

• The question of the extent of the misuse of EU funds – including 
VAT-fraud – by organised crime is based on the available 
information, impossible to answer

• A common focus on misuse of  EU funds by organised crime is 
lacking. EU institutions and agencies:

 do not use uniform definitions of organised crime, 
 do not focus on misuse of EU funds by organised crime as a topic,
 seem to have little facts and statistics on this topic.

• Fighting fraud affecting the financial interests of the European
Communities is not the same as fighting organised crime
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Recommendations (1) – focus on fraud, be aware 
of organised crime

Implement and use uniform definitions of the different terms 
used in this context: uniform definitions of ‘organised crime’ (or 
even: ‘serious crime’), ‘criminal organisation’, ‘misuse’ (or better: 
‘fraud’) and ‘EU funds’ should be applied by all relevant national and 
EU institutions

Register cases of misuse of EU fraud in a uniform way, on the 
national and the EU level, so that comparisons and additions can be 
made and, links can be discovered between subjects on the national 
level and the EU level, as well as links between fraud and organised 
crime

Attribute EU institutions and agencies, especially OLAF, Europol, 
Eurojust and the European Court of Auditors, with the task to 
actively focus on misuse of and fraud with EU funds by 
organised crime
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Recommendations (2) - create (more) fraud 
awareness 

Focus on misuse of  EU funds or on organised crime, but 
connect the two wherever possible. The focus should first and 
foremost be on successful prevention and on detection of fraud as such, 
regardless whether fraudsters act in concert or alone (or on fighting 
organised crime). Knowledge of organised crime groups or networks 
and their modi operandi is in this regard essential, though instrumental

Encourage a permanent fraud prevention programme for all EU 
institutions  and agencies (and perhaps even for Members States 
institutions) dealing with EU funds. Such a program should exist of i.a. 
implementation of clear policies, proactive screening of new staff, fraud 
awareness training for new and existing staff, attention for fraud 
awareness in evaluation of staff and the provision of a safe environment 
in which to report suspect activity. Awareness of the potential threat of 
organised crime should be an integral part of such a programme.

12
How does organised crime misuse EU funds? 24 September 2012



PwC

Recommendations (3) - create fraud awareness 

Encourage the development of tools to support the proactive 
review of beneficiaries of EU funds and the detection of 
potential fraud activity. Such tools could include: 

- Compendium of all appropriate legal means to review projects, 
persons and entities, suspend disbursements, to recover misapplied 
funds and implement remedial measures in funded projects

- Risk assessment and review 

- Exclusion procedures

- A functioning structure (and culture) of hotlines, complaints offices, 
protection of whistleblowers, rewarding staff for reporting signs of 
fraud or organised crime

- Tools to support these procedures, such as software applications
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Recommendations (4) - increase transparency and 
accountability 

Strive for an increased transparency and accountability by using 
all means available to proactively publish and disseminate data and 
information on spending of EU funds to civil society and the broader 
public 
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“At a time when we’re having to take such difficult decisions 
about how to cut back without damaging the things that 
matter the most, we should strain every sinew to cut error, 
waste and fraud”

David Cameron (2010)
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