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Dear Mr Chairman, honourable members, ladies and gentlemen, 

Let me now turn to the second subject of my intervention in this 
Committee today, the Commission's current initiatives to fight fraud 
affecting the budget of the European Union. Next week, Mr Geier is 
organising a hearing here in the CONT committee on this subject, 
and I would like to thank him for inviting me to that hearing. However, 
I will have to be on my way to India that day. Therefore, Mr Kessler 
the Director-General of OLAF, will replace me on the 15th of October. 

Nevertheless, the fight against fraud is a subject that is dear to my 
heart. Therefore I am very pleased that you have given me the 
opportunity to talk to you today about the initiatives that I have 
already launched in that area, and about those that are forthcoming. 

 

OLAF Reform 

The first project that I would like to mention has already been dealt 
with today in this committee. 

I am very happy that you have approved the compromise that was 
reached with the Council before the summer break on the reform of 
the OLAF Regulation. This agreement is a major achievement, and I 
would in particular like to thank the rapporteur Mrs Gräßle for her 
persistent efforts to bring this file to a close.  

The reform of the European Anti-Fraud Office has been debated for 
more than six years. With your decision, we are now launching a new 
chapter in the protection of the EU budget. The new Regulation will 
clarify the rights of the persons concerned and allow for a more 
effective cooperation between OLAF and all the stakeholders 
concerned. 

Outstanding practical issues will be resolved at service level between 
the institutions. In this respect, the Commission will be happy to 
deliver a declaration at the occasion of adopting the Regulation 
referring to these working arrangements. And a second declaration 
confirming that OLAF, also under the new Regulation, will of course 
continue to respect the Protocol on Immunities and the Statute of the 
Members. 
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While the OLAF reform has been on the agenda of the institutions for 
a long time, the next initiatives that I would like to mention to you are 
much more recent or even still to come.  

 

PIF Directive 

In July 2012, the Commission adopted a proposal for a Directive on 
the protection of the financial interests of the EU by criminal law. This 
proposal, that I put forward together with my colleague, Vice-
President Reding, aims to clarify, harmonise and strengthen Member 
States’ criminal law as regards offences related to the EU budget. 

Why is this Directive necessary? 

There are currently considerable differences in the level of protection 
of the EU budget across Member States. Let me give you an example 
of what I mean: Since the year 2000, 281 out of a total of 647 cases 
transferred by OLAF to national judicial authorities were dismissed. 
This means, no further follow-up was given to these cases by the 
national judicial authorities.  

And even where such follow-up was given, the picture is not 
encouraging. Thus, conviction rates for these cases range from 14% 
to 80% across Member States, with an EU average of 41%. 

These differences are largely due to a patchy legal framework in the 
EU.  

The Directive we proposed in July should be a first step to remedy 
this problem. It contains three main elements:  

Firstly, better definitions of offences affecting the EU's financial 
interests. This will ensure that all Member States have the same 
understanding of what behaviour is to be considered as criminal. 

Secondly, minimum sanctions for these offences, in order to provide 
for equivalent, proportionate, but also sufficiently deterrent sanctions 
throughout the EU. 
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And thirdly, an extension of the statutory limitation, in order to make 
sure that investigators and prosecutors have enough time to carry out 
complex cross-border investigations in a thorough way. 

This proposal has been transmitted to the European Parliament and 
the Council and I count on your support for its rapid adoption.  

 

EPPO, PIF procedural measures and reform of Eurojust 

Its rapid adoption is even more important as it fits into a greater plan 
of how we want to redesign the protection of the EU's financial 
interests in future.  

In June next year, the Commission plans to put forward a proposal 
for the establishment of a European Public Prosecutor’s Office, the 
so-called EPPO. Furthermore, we will propose a separate Directive 
on the harmonisation of procedural criminal law in the Member 
States in 2013. A proposal for the reform of Eurojust will complete 
this 2013 legislative package. 

 

EPPO 

As you are aware, the possibility to establish an EPPO “from 
Eurojust” has been enshrined in the Lisbon Treaty, in Article 86.  

The reason for this is that criminality affecting the financial interests of 
the EU requires effective measures across the Member States. 
Experience has shown that national territoriality and jurisdiction do 
not provide the appropriate framework to combat complex cases 
which by their nature are European and go beyond the national 
context.  
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The current situation means that we are not able to give a clear 
response to the challenges posed by international – and often 
organised – crime. This is unacceptable, especially in view of the 
current economic and fiscal crisis in Europe. This crisis requires that 
we spend resources in such a way as to support growth of the licit 
economy. And that we do not let fraudsters pocket the money and run 
away with it. The European taxpayer rightly expects that we do better 
than that.  

However, in accordance with its basic regulation, OLAF can only 
conduct administrative anti-fraud investigations. The EPPO should 
contribute in a decisive manner to the criminal investigation and 
prosecution of offences against the EU budget. It could without 
difficulty gather evidence in all Member States and would possess the 
necessary expertise to investigate complex fraud cases. 

With respect to the institutional framework in which the EPPO will 
operate, our services are currently examining different options. 
Furthermore, since the 2001 Green Paper of the Commission, 
preparatory research, has been conducted both at academic and 
practitioner level.  

The Commission’s proposal will build on this work and aim for the 
most effective – and at the same time most cost-efficient - solution. 

 

PIF procedural measures 

Together with the initiative for the establishment of the EPPO, the 
Commission intends to propose a legal instrument on the 
strengthening of procedural rules for the protection of EU financial 
interests.  

This proposal will aim in particular at improving the exchange of 
information in multi-disciplinary investigations. 
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 Investigations which require the cooperation of administrative, tax, 
customs, police and judicial authorities are a challenge, in particular 
where authorities from different Member States are involved. 
However, we cannot afford any inefficiency if we want to combat 
crime effectively. Organised crime does not hesitate to communicate 
across borders - so neither should we.  

Also this instrument should facilitate the work of the EPPO. But it is 
equally important in the current institutional setting. 

 

Euro protection 

As last of our forthcoming legislative initiatives I would like to mention 
one which is not directly linked to the protection of the EU's financial 
interests. However, it is of similar importance for the European 
taxpayer. 

I am referring to the protection of the euro. Discussions we have had 
with our experts have shown that we should not only care about the 
economic stability of the euro. We should also improve the protection 
of euro banknotes and coins by criminal law. 

In particular, we need to make sure that authorities in all Member 
States can use those investigative methods that are at their disposal 
for the investigation of other serious crime. And we have to have 
harmonised and sufficiently deterrent criminal sanctions in place. 

This is why the Commission intends to table a proposal for a Directive 
by the end of this year. 

 

Now, to conclude, let me turn to our non-legislative initiatives. 

Fight against cigarette smuggling 

In that context, you might remember that my services tabled, in 
summer last year, the so-called Eastern Border Action Plan, in order 
to intensify our fight against the smuggling of cigarettes and alcohol 
at the Eastern Border of the EU. 
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Implementing this Action Plan has been a priority for me since then. 
Cigarette smuggling alone costs the EU and the Member States 
about 10 billion euros per year. In particular in times of tight public 
budgets this is a huge loss that we cannot tolerate. 

Our work seems to show first results, as a recent study from the 
tobacco industry shows that the illegal market has shrunk to some 
extent, in particular in the Baltic countries. 

However, looking at the entire European Union, illicit tobacco trade 
unfortunately seems to increase. This seems at least partially to be 
linked to the economic crisis. A recent study by KPMG comes to the 
conclusion that the illegal market in the Mediterranean has grown 
from 13% in 2010 to 19% in 2011, and also in the UK for example the 
market share of illegally traded cigarettes seems to be growing.  

In order to adapt to this situation, my services have started to prepare 
a new Action Plan to fight cigarette smuggling. The idea is to have a 
strategy for the entire EU, which would not be limited to the Eastern 
Border.  

We are at an early stage of our work which I plan to submit to the 
College of Commissioners in the first half of 2013. Our intention is to 
closely coordinate this initiative with all stakeholders, and in particular 
with the European Parliament. Any proposals and comments from 
your side will be welcome. 

 

Anti-corruption initiatives 

Finally, I would like to say a word about our work on fighting 
corruption.  

OLAF is closely cooperating with other Commission services on the 
development of an EU anti-corruption reporting mechanism. This 
mechanism was announced in June 2011 in the Commission 
Communication on 'Fighting Corruption in the EU'. My colleague 
Cecilia Malmström and the Commission's Directorate General for 
Home Affairs are in the lead on this project. The first report will be 
published in summer 2013. 
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Each report will be composed of two main elements: cross-cutting 
issues of particular relevance to the EU, and selected issues specific 
to each Member State which will be highlighted in country analyses. 
While these recommendations will not be legally binding for the EU 
Member States, we will of course monitor their follow-up.  

The Commission, in cooperation with external consultants, is 
furthermore working on a pilot project, which was assigned to OLAF 
by the European Parliament. Its primary objective is to develop a 
methodology to measure the costs of corruption in public 
procurement. It should also set benchmarks and provide 
recommendations for Member States. 

This project should be finalised by the end of the year.  

 

PIF report 2011 

Honourable members, ladies and gentlemen, 

I think I have given you an overview on our most important, current 
and future initiatives to protect the EU's financial interests. However, 
much more work is going on in a less visible way in the Commission. 
This work is set out, together with the most recent figures on fraud, in 
the Commission’s latest annual report on the protection of EU 
financial interests, which was adopted just before the summer break. 

I look forward to having a detailed discussion with you on this report 
at one of your future meetings. 

 

Thank you for your attention. 


