
258 European Business Law Review November 1995 

Editorial 

Fraud and Community Expenditure 

Particularly among the intellectually challenged, the 
recent media attention to fraud in Community 
expenditure becomes yet another occasion for attacking 
the Community and all its works, and all its pomps. Yet 
while there are undoubtedly a number of brazen and 
spectacular frauds, very few are actually perpetrated at 
the Community level. The overwhelming majority of 
cases involve fraud at national level which could have 
been prevented by more effective supervision. That 
supervision is in the hands of the Member States in the 
first instance, as the majority of Community expenditure 
takes place through the national authorities or national 
agencies. The Commission certainly does not have the 
staff to supervise every item of national expenditure 
charged to the Community budget. Indeed, in accordance 
with the principle of subsidiarity, supervision should 
remain the task of the national authorities. They are best 
placed to control what happens at grass roots level. 
Indeed, their obligation to ensure that Community money 
is properly spent devolves from Article 5 EC. That duty 
to co-operate loyally in the achievement of the 
Community's tasks and to abstain from any action which 
would jeopardize their achievement implies that all 
necessary steps must be taken to ensure that Community 
money is spent in accordance with the regulations or 
decisions concerned. Supervision in relation to 
Community expenditure must be at least as effective as 
that in relation to national expenditure. Where the 
national procedures are not yet effective enough, Article 5 
in fact obliges the Member States to strengthen their 
existing procedures, at least as far as Community 
expenditure is concerned; the same is true in regard to 

Community income, in so far as the Community's own 
resources are collected on its behalf by the national 
authorities. A strengthening of procedures in relation to 
Community matters should bring in its van the 
improvement of national supervision. The desire for more 
effective supervision must, though, be reconciled with the 
desire to reduce the bureaucratic nature of Community 
procedures. Not an easy task, but certainly not beyond 
the wit of the combined strength of the Community and 
national civil servants. 

Whether national civil servants will respond well to 
flying squads of Commission inspectors is far from 
certain, although it may be expected that farmers or 
importers may not take well to sudden inspections by 
Commission inspectors not of their own nationality, even 
if accompanied by national officials. But compliance with 
the requirements of Community law will increase only 
when the chance of discovery becomes unacceptably 
great. Perhaps national civil services will have to be 
assisted more frequently by Community inspectors if 
effective supervision is to be achieved. In the competition 
field co-operation between the Commission and the 
national competition authorities has usually worked well, 
with the odd hiccup. In other fields existing co-operation 
will have to be strengthened in order to improve the 
effectiveness of supervision. Who is chef de file may be 
the subject 'of debate. If the mutual confidence between 
the Community and national administrations is there and 
such confidence is justified, there may be little need to 
resolve such a debate. But if primary responsibility shifts 
to the Commission, it will be a clear vote of no 
confidence in the administrations of at least some of the 
Member States. 

Laurence Gormley 

News 

Court of Auditors' Report 

The EU's Court of Auditors has produced its first 
"statement of assurance" on activities financed from the 
general budget of the EU, giving a favourable assessment 
of the overall accounts. 

A statement accompanies the Court's 1994 annual 
report, which Commissioner Erkki Liikanen welcomed as 
a constructive exercise that would help the Commission 
to combat financial irregularities. In addition, the 
Member States, which collect almost all EU revenue and 
spend more than 80 per cent of the EU budget, are 
becoming more aware of the need to improve financial 
controls, Commissioner Anita Gradin said. 

Presenting a summary of Member States' reports on 
measures to combat the misuse of EU resources, 
requested by the Essen summit last December, she said 
the third phase of the Commission's programme on 
sound financial management (SEM 2000) would improve 
cooperation between the EU institutions and Member 
States. Final ratification by national parliaments of the 
convention on protection of the EU's financial interests, 

would also ensure that fraud involving EU funds will be 
regarded as a criminal act in each Member State and 
require penal sanctions to be applied. 

Single Framework for Company Accounts 

European companies would have better access to 
international capital markets, under a strategy put 
forward by the Commission. The report on accounting 
harmonisation proposes to associate the EU with 
international efforts on accounting standards. Such a 
move would aim to avoid the need for EU-based 
companies to prepare different sets of accounts when 
raising capital on third-country markets. It would also 
improve the comparability of accounts drawn up by 
companies in different Member States. 

The strategy shows the Commission's determination to 
ensure the right framework for EU companies to be 
competitive on international capital markets while cutting 
back on red tape, Commissioner Mario Monti said. 

msathesh
Rectangle


