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Notes for COCOBU Hearing, 22nd April 2013 

 

The IICF, or some old and new dance steps  

 

Good afternoon and thank you for inviting us to this hearing. I have two sets of 

findings to share with you today – the first related to the genesis and birth of the 

IICF and the other to its particular consequences in DG EMPL later on. Both 

are informed by fieldwork interviews conducted during 2007 and 2008 and 

from documentary sources. 

 

You probably don’t want to hear about our theoretical models and frameworks – 

although I am happy to talk about them if we can extend the hearing by a day or 

2. Instead, I want to contextualise the research within some of the very 

interesting observations and recommendations from the Geier report on the 

discharge for FY 2011, which resonate strongly and confirm the limitations of 

what the IICF has achieved so far, and what it may ever achieve. 

 

It will be recalled that the original objective of the first Barroso Commission set 

out in January 2005 was to achieve a positive DAS by 2009. It was not in its gift 

to do so of course, nor is it close to being achieved yet on the expenditure side. 

As the Geier report notes, at 3.9% the error rate is worse in 2011 than it was in 

2010, and 2010 was worse than 2009. For the 18th time in a row, no positive 

DAS on expenditure 

 

By conflating a positive DAS with the achievement of the single audit model 

and the reform of the discharge into an inspirational personal manifesto 

(delivered at his EP confirmation hearing in October 2004), Commissioner 
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Kallas set an impossible task. Nevertheless, he was authorised to pursue it as 

Commissioner for catastrophes, as his job was succinctly described to us, and 

was given support to do so by President Barroso. Commission officials tried to 

link the goal of the positive DAS with the single audit idea but this fell to pieces 

early on under scrutiny from the ECA and internally, thus the re-titling of the 

original ‘Roadmap’ from ‘towards a positive DAS’ to ‘to an IICF’. 

 

In the research, we identify key ‘branching’ points from the January 2005 

announcement until the adoption of the Roadmap Action Plan in January 2006: 

first, the abandoning of the positive DAS by 2009 in favour of an IICF instead; 

second, the failure to agree on the idea of National Declarations signed off at 

ministerial level; third, failing to convince the ECA to alter either its error 

definition, audit methodology or its relationship with the Commission; and 

finally, failing to agree on common templates for rule simplification and 

controls systems within the Commission services. These decisions – or failure 

to make decisions – shaped the process after 2006. 

 

Thus, we read in the Geier report that  (I quote) 

 ‘the annual summaries provided by the Member States "in [their] current 

form [have] been seen to provide little added value" and that "the 

compliance elements of the current annual summary simply duplicate 

information readily available from other sources"1...  

 ‘there are some differences of views between the Court of Auditors and 

the Commission with regard to the way in which errors should be 

calculated...  
                                                            
1  See the reply given by Commissioner Andor to the written question 18 in preparation of the hearing in 

the Committee on Budgetary Control on 26 November 2012 together with the 2011 Annual Activity 
Report - Directorate General Regional Policy, page 84.  
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 ‘there is a need to harmonise the practice of its services concerning the 

interruption/suspension of payments when significant deficiencies are 

detected at the level of the supervisory and control systems of Member 

States...  

 ‘the Commission follows different methodologies to quantify public 

procurement errors in the two policy areas agriculture and cohesion both 

of which being furthermore not in line with the Court of Auditors' 

methodology’ 

 

None of this should be of surprise given the initial bargains struck by the 

players – the Commission, the Commission services, the EP, the ECA, the 

Member States – at different venues when the IICF was in its design phase in 

2005. Although no-one disagreed with the ultimate objective of a positive DAS, 

there was no consensus on the means to be used to get there. All parties wanted 

something to come out of the initiative, but they did not all want the same 

things. Importantly, no one actor or group of actors enjoyed significant 

advantages over the others to achieve everything they wanted. 

 

In the case of the Commission, we can say that despite the failures we identify, 

officials worked creatively internally and externally, through legal instruments 

(e.g. the new financial regulation of the time, the new MFF, the inter-

institutional agreement, the new regulations for the structural funds), and new 

organisational forms created by the Kinnock –Prodi reforms (the CFS, IAS, the 

AAR process), to negotiate, incorporate, coerce, reframe and transfer 

knowledge. There was much building work still to be done in the DGs, and the 

Commission’s ability to effect change in the Member State agencies was even 



 R Levy 12/04/13 

 

 

 

more limited. 

 

Limited, yes, but not negligible. Thus, the influence of the available change 

devices proved significant in the genuine transformation of  the financial control 

dynamics at DG EMPL.  Judging by some of Geier’s comments on other DGs 

(e.g. AGRI and REGIO), this may have been an exceptional case.  With 

reference to ESF spending, the report  

 ;... Notes with satisfaction that the most likely error rate  (2.2%) is close 

to the materiality threshold demonstrating that a consistent application of 

interruption, suspension and financial corrections has had a positive 

effect on the overall error rate;’ 

As one of the most troubled DGs in terms of the programme error rates in the 

ESF identified by the ECA, the DG came under intense pressure in 2007 to 

improve its performance. The legislative centrepiece of the remedial action was 

Title 6 of Council regulation 1083/2006 which gave DGs EMPL and REGIO 

new powers to interrupt payments and placed new compliance obligations on 

Member State implementing agencies under their supervision. In order to 

implement these provisions, DG EMPL developed new tools and practices 

which included  

 the automation of the payment interruption trigger via the creation of the 

A-REP database,  

 the imposition of a more intensive 3 layered quarterly reporting regime 

on the Member State agencies,  

 the devolution of interruption decision functionalities to the Heads of the 

Geodesks, and  



 R Levy 12/04/13 

 

 

 

 the uprating of the internal audit capability, which included the separation 

of audit from evaluation functions.  

Additionally, an action plan and a new format for the AARs were imposed from 

the outside, and the DG also sought later to redefine the error rate to show its 

performance in the best possible light.     

 

Why DG EMPL? The evidence gathered suggested a group of actors which 

perceived itself to be under attack from many sides and virtually friendless. In 

academic jargon, conditions of threat had prevailed in the DG for a number of 

years, producing a social construction of reality  - a mindset if you like - within 

which the mainsprings for action were defined.  While this climate of fear and 

threat was a primary driver for decision makers, the choices made must also be 

understood in the context of the perceived available solutions. These had to be 

consistent with the dominant rule-based bureaucratic norms of the Commission 

and the by now well-established view in the EU’s institutional community that 

the Member States were culpable for most of the error. New leadership in the 

DG in 2007 may also have contributed, although all the groundwork on Title 6 

took place under the outgoing regime. 

 

The threat felt within the DG can be traced to a number of recurring sources: the 

ECA’s annual DAS, specifically the ESF error rate, the annual discharge drawn 

up by the COCOBU, some members of the College of Commissioners in 

particular Commissioner Kallas, and the Commission’s own internal ‘enforcer’ 

services in the form of the IAS and OLAF. In striking contrast to the balanced 

institutional interaction over IICF design I talked about earlier, DG EMPL was 

at the wrong end of an asymmetric relationship. Given the subordinate position 
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of DG EMPL within this institutional landscape, it had to find a strategy to 

neutralise the threat without aggravating relationships with those actors, and 

which drew on the accepted beliefs and ‘rules of the game’.  

 

This explains the preference for the regulatory approach in general, and the 

specific targeting of the Member States’ compliance obligations and systems, 

plus the addition of the new ‘stick’ of payment interruption to beat them with. 

From a bureaucratic point of view, the ‘automation’ of the new sanctions 

regime via the A-REP system was a highly desirable culturally-compliant 

outcome, as it vitiated any potential claims that particular programmes were 

being arbitrarily targeted by Geodesk officers. In essence however, the effect of 

the policy shift was to transfer the threat from DG EMPL to the Member State 

implementing agencies. No compliance, no money – a classic Skinner box 

punishment and reward system familiar to all participating rodents.  

 

The empowerment of the Geodesk officers fitted in with the new management 

paradigm ushered in by the Kinnock-Prodi reforms. The uprating of the internal 

audit capability to full Directorate status, the rise in the level of audit activity 

and the imposition of more stringent audit reporting, was simply an iteration of 

the IICF locally, a project pushed forward by the IAS. Finally, the redefinition 

of the error rate can be seen as part of a longer term Commission project to get 

the ECA to report lower rates and is still an area of contention in this landscape.  

 

This success story comes at a cost. From the Member State point of view, this is 

represented by the imposition of onerous and costly compliance requirements, 
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delays to project funding caused by compliance, and the more aggressive 

imposition of payment suspensions and the use of payment interruptions. It is 

harder both to get money and to keep it flowing. Thus, the ECA reported  in 

2010 ‘that for the policy group Cohesion only 20 % of the amounts confirmed in 

2009 (2 411 million euro) have been implemented (476 million euro) in the 

same year. Added to the amounts outstanding from previous years, a total 

amount of  2 332 million euro still remains to be implemented at year-end 2009. 

Unless further expenditure declarations are submitted by Member States in 

subsequent years, the remainder will be implemented only at the closure of the 

programmes’ (ECA, 2010 p.30). 

 

Delays in programme implementation may be considered an acceptable price 

for compliance. However, the agenda has seemingly moved on. The Geier 

Report also notes that  

‘performance audits measuring the extent to which spending has achieved the 

objectives pursued become ever more important ‘, and ‘the interinstitutional 

dialogue provided for in Article 318 TFEU should be the opportunity to 

stimulate a new culture of performance inside the Commission’; 

 

In an ideal world, the goals of pristine compliance and pristine performance 

may not be incompatible. In real world public policy, there has always been a 

trade-off between means and ends. And let us not even talk about the problems 

of measuring programme outcomes in the first place. 

 

So I finish with a question: which is more important – performance or 

compliance? 
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