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The briefings drafted by the European Parliament Secretariat's Task-Force on "Enlargement" aim
to present in a systematic, summary form, the state of discussions on the various aspects of
enlargement of the Union and the positions adopted by the Member States and European
institutions. Briefings will be updated as the negotiations progress.

Already out:

- Cyprus and membership of the European Union No 1
- Hungary and the enlargement of the European Union No 2
- Romania and its accession to the European Union No 3

- The institutional aspects of enlargement of the European Union No 15
- Controlling and protecting European Union finances with a view to enlargement No 16
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I. SUMMARY

This briefing will present a summary of the position of the European institutions and the governments
on enlargement of the Union to embrace the applicant countries. The subjects dealt with will concern
the those countries' ability to take on the obligations of membership, the shortcomings yet to be
remedied, and the essential measures required in three areas:

· implementation of expenditure;
· expenditure control;
· protecting the finances of the Union.

With the enlargement process still in its infancy, at this initial stage all we have available are the
opinions expressed by the Commission on the applicant countries1, the position of the Committee on
Budgetary Control of the European Parliament2, the European Parliament's resolutions on the
communication from the Commission entitled 'Agenda 2000'3, and the report by the Presidency of the
General Affairs Council to the European Council in Luxembourg4.

II. IMPLEMENTATION OF EXPENDITURE

The legitimate doubts raised by the Commission as to the capacity of the countries which have
applied for membership to draw up viable financial programmes or projects and ensure their efficient,
regular and speedy implementation, stem from an analysis of the administrative structures which will
be called upon to manage the financing itself. For instance, the Commission has pointed out that
Poland and Slovenia have no regional policy or structures comparable to those within the Community
system, whilst the Czech Republic has yet to supply figures on the staff employed at the Ministry for
Regional Development. The situation is scarcely any better in the other applicant countries. The
Commission hopes to move these countries further towards meeting the acquis where planning
capacity is concerned. However, Agenda 2000 does not approach this issue in any great detail.
Moreover, it makes no specific reference to adapting the administrative structure governing the
management of the CAP and regional policy. Likewise, such specific references are absent from the
Europe Agreement (the association agreement signed with the applicant countries).

The Committee on Budgetary Control has taken the view that:

                                               
1 Communication from the Commission entitled 'Agenda 2000' COM (97) 2000, volume 3 and opinions on each

applicant country (COM(97)2001-2010).

2
 Opinion for the Committee on Budgets adopted on 24 October 1997, PE 223.162.

3
 Resolution of 4 December 1997 (reports A4-0368/97 and A4-0331/97).

  See chapter 3.9 ('Financial Questions') and opinions on applicant countries.

4
 Document 13241/97 LIMITE.

- the Commission must propose within six months a reform of its structures and its procedures
for setting up devolved instruments - at Member State level or on the basis of a larger
geographical area - for the management of structural appropriations and the supervision of their
implementation;
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- the Commission must successfully make a major effort to regain control of its own powers and
responsibilities and to exclude any delegation of the decision-making power of the Union - in
particular as regards the granting of Community appropriations - to private organizations,
whether they are profit-making or not;

- as regards the structural funds, the Commission must set up a system of analysis which will
make it possible to establish relevant and rigorous comparisons, between States and between
regions, of the efforts made (type and volume) under Packages 2 and 3 on the future financing
of the Union;

- the granting of Community funds must be made conditional upon the prior establishment of an
adequate system of administrative management in the applicant countries.

In its report to the European Council5, the Luxembourg Council Presidency pointed out that although
a large majority of Member States have not challenged the principle of increasing financial aid to
applicant countries, some have emphasized that account should be taken of the absorption capacities
of those countries over the period 2000-2006, especially in view of the fact that aid will be channelled
progressively towards countries not acceding. Consequently, certain Member States have highlighted
the opportunity to prepare applicant countries in such a way that they put the increased aid to truly
good effect. The Council has underlined the importance of ensuring consistency amongst pre-
accession instruments and has called upon the Commission to submit a suitable single regulatory
framework to the Council itself.

III. EXPENDITURE CONTROL

According to the information contained within the Commission's opinions, the state of play as regards
controls in the applicant countries is as follows:

- an independent external control system (a court of auditors or similar body) is in place;

- internal financial control is not sufficiently developed across the board, but given the SEM 2000
strategy's endeavours to facilitate devolving Community controls to inspectors at the national
level, pre-accession negotiations will have to deal with this aspect, even though more systematic
involvement on the part of the Community inspector will remain indispensable;

                                               
5 13241/97 LIMITE, first part, II, 1, b.

- the administrative control structures are not in every case sufficient to guarantee respect for the
acquis as regards management of the CAP, regional and structural policies, and so forth. (See,
for instance, the reservations expressed with regard to the monitoring and control system in
Slovenia - chapter 3.9, 'Financial Questions', last part of section entitled 'Current and
Prospective Assessment'). The Commission does not indicate precisely what instruments it will
employ to achieve these adaptations, or propose a timetable. The Europe Agreement (the
association agreement signed with the applicant countries) does not include audit and control
provisions in every case, in that there are no such provisions with regard to Poland, nor do they
figure in the Commission's 1995 White Paper on the internal market.
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In the European Parliament's opinion6:

the Commission must make the granting of pre-accession funds and any other Community fund
conditional upon the formulation for each beneficiary, in the framework of the 'accession partnership',
of a binding programme designed to give each country which does not already have one:

- an external, autonomous and effective system of supervision;
- a system of administrative management and internal supervision of high quality;
- an appropriate administrative and legal mechanism for protecting Community finances (central anti-
fraud structure; signature of crime prevention conventions and protocols; full application of Article
209a of the Treaty);
- an increased effort in training the fiscal and customs services of EU Member States with a view to
enlargement;
- an arrangement providing for cooperation with the European Court of Auditors.

IV. PROTECTION OF COMMUNITY FINANCES

In the opinion of the Committee on Budgetary Control, structures and legislation do not always
guarantee the protection of Community finances. Except in Hungary, no central anti-fraud structure
is in place. Moreover, Agenda 2000 does not tackle the problem of the ability of national legal
systems to ensure that the Community's financial interests enjoy protection of two kinds, viz.:

- through conventions and protocols on crime prevention (the willingness to sign and ratify such
conventions, together with the ability to transpose them into national law);

- through Article 209a in the newly worded Treaty of Amsterdam. Its current formulation is such
that Member States - and to an even greater extent applicant countries - are already
encountering difficulties in applying this article. The new wording - through which Member
States are bound not only to cooperate mutually and with the Commission and to place the
protection of Community interests on an equal footing with the protection of national interests,
but also to ensure that equivalent protection is afforded to Community interests throughout the
EU by means of the transposition of Community law - risks being still more difficult to apply.

The Committee on Budgetary Control has thus requested that all allocations of funds be conditional
upon the setting up of an appropriate administrative and legal mechanism for protecting Community
financing (central anti-fraud structure; signature of crime prevention conventions and protocols; full
application of Article 209a of the Treaty).

                                               
6 Resolution of 4 December 1997 (A4-0331/97), para 43
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The European Parliament has expressed concern7 at the 'Commission's findings regarding the
applicant countries' administrative and judicial capacity to apply Community law' and has highlighted
the need 'to establish a programme to raise awareness within the professions involved in the
administration of justice'.

*  *  *

For further information, please contact:
Mr Donato ANTONA, European Parliament, DG II, Luxembourg,
Secretariat of the Committee on Budgetary Control
Tel.: (352) 4300-22703 / Fax: (352) 4300-24979 / e-mail: dantona@europarl.eu.int

                                               
7 Resolution of 4 December 1997 (A4-0368/97), para 82.


