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Dear reader,

Over the past 12 years the ECA journal has provided a variety of 
articles and interviews related to the work and role of our institution, 
as well as topics of a wider interest to EU financial management.

In developing the Journal further, we would like to make it even more 
relevant and useful. Your opinion is therefore important to us. We 
would very much appreciate if you could take a few minutes of your 
time to complete a short survey, which can be accessed through the 
following link www.ec.europa.eu/eusurvey/runner/SJ. If you prefer, 
you can provide us with your feedback directly by email to 
ECA-journal@eca.europa.eu.

We would like to thank you in advance for helping us to shape the 
future of the Journal, and sharing your ideas and suggestions with us. 

We look forward to hearing from you.

Yours sincerely,

Rosmarie Carotti

Survey
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3The European Fund for Strategic Investments

By Rosmarie Carotti

Interview with Wilhelm Molterer, Vice-President of the European 
Investment Bank 
19  January 2015

Wilhelm Molterer, Vice-President of the 
European Investment Bank (EIB) during 
the interview

RC: Accountability is a very important topic for 
us. Am I correct in assuming that the structure 
of the new European Fund for Strategic 
Investments (EFSI), which was introduced under 
the Juncker Plan, is very similar to that of the 
European Investment Fund (EIF) and that the 
services of a private audit company will be called 
upon?

Wilhelm Molterer: The European Fund for Strategic 
Investments is established within the EIB. It brings 
together an EU Guarantee and EIB own resources to 
deliver on the Investment Programme for Europe. 
Unlike the EIF, the EFSI has no legal personality. On 
the other hand, the EIF is a subsidiary of the EIB and 
the Commission.

The EIB and its staff will prepare and implement 
projects, but the Juncker Fund has its own 
governance structure. This structure includes 
a steering committee made up of European 
Commission and EIB representatives which will 
specify the broad sectors on which the Fund’s 
activity should focus. An investment committee 
of independent experts will also be established; 
these experts will evaluate if individual projects are 
consistent with EU policies and will approve the 
use of the support of the EU Guarantee for those 
operations.

At the end of the day, though, the project will be 
approved by EIB bodies; after all, the risk remains 
with us and all the operations will be on EIB’s books. 
As such, like every other item on our accounts, 
they will be audited by EIB’s external auditors, that 
are designated by and report directly to the Audit 
Committee of EIB. 

It should also be noted that all EIB operations 
supported by the Juncker Fund will be the object 
of additional reporting to the European Parliament 
and European Council.

RC: Who will carry out the audit function?

Wilhelm Molterer: We have our own internal 
Audit Committee which will naturally play its part. 
Since EU funds are involved, the European Court 
of Auditors will also have a role to play, as it does 
for other EU Structural Funds. The investment 
committee which I just mentioned will also provide 
us with the advice of independent external market 
experts.

RC: You mention market experts and say that the 
European Court of Auditors will maintain its role 
as defined in the Tripartite Agreement. Will the 
European Court of Auditors have a role to play in 
carrying out performance audits of the EFSI?

Wilhelm Molterer: Where public funds from the EU 
budget are involved, of course the European Court 
of Auditors will continue to play this role. When the 
EIB begins to act independently, for example using 
capital market funds, the Court of Auditors will no 
longer have that role. 

The existing tripartite agreement between the 
Commission, the Court of Auditors and the EIB of 
October 2003 details the rules under which the 
Court of Auditors is to carry out its audits on the 
EIB Financing Operations under EU guarantee. The 
tripartite agreement will apply.

RC: That sounds very abstract. How do 
you intend to draw a line between the two 
situations?

Wilhelm Molterer: We’ve been doing it for years. 
Think of the Joint Instruments (LGTT, RSFF, Project 
Bonds, InnovFin). The European Court of Auditors 
plays a role, because part of the funds involved 
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come from the EU budget. The Court’s involvement 
ceases when the EIB puts its own money at stake.

RC: Does that not create an accountability 
deficit?

Wilhelm Molterer: No, because when the EU’s 
money is being used, there is no dispute that 
the Court has a role to play; quite the opposite. 
However, the EIB predominantly works with its own 
funds: funds which we borrow on capital markets 
and for which we are responsible ourselves. This 
is exactly where the line is drawn between public 
money and the EIB’s money. 

We have had positive experiences of working with 
our colleagues in the European Court of Auditors 
and the European Parliament, but to me, it is 
important to maintain this distinction between 
public money and money raised on the capital 
market.

Moreover, in the context of the EFSI, it is expected 
that once a year the Commission will be required 
to send to the European Parliament, the Council 
and the Court of Auditors an annual report on 
the situation of the Guarantee Fund and the 
management thereof in the previous year. Also, the 
EU guarantee and the payments and recoveries 
under it attributable to the general budget of the 
Union shall be audited by the Court of Auditors.

As for the EIB, EIB financing and investment 
operations will be managed by the EIB in 
accordance with its own rules and procedures, 
including appropriate audit, control and monitoring 
measures. As foreseen in the EIB Statute, the Audit 
Committee of the EIB, which is supported by 
external auditors, is responsible for verifying the 
regularity of the EIB operations and accounts. 

RC: Was the European Court of Auditors involved 
in the negotiations leading up to the Juncker 
Plan?

Wilhelm Molterer: I do not know who the 
Commission, which was responsible for presenting 
the legislative proposal, discussed the matter 
with. From the outset, the EIB’s discussions on 
this subject were with the Commission, because 
the legislative proposal was the Commission’s 
responsibility and because € 16 billion were made 
available from the EU budget. 

We know the extent, but also the limits, of our role. 
The legislative procedure involves three parties: the 
European Commission, the Member States and the 
European Parliament. We will play a central role in 
the plan and clearly we are happy to offer our views, 
but the EIB plays no role in creating legislation.

RC: Why should Member States or private 
investors make use of this new Fund?

Wilhelm Molterer: You have to make a distinction. 
First of all, companies which wish to make 
investments know that a higher risk is associated 
with investing for, for example, research than 
with normal replacement investments. If these 
companies are unable to find commercial banks 
willing to assume the risk of such a project, then the 
EIB can step in, because the Juncker Fund gives us a 
certain protection from risk. That is one reason.

Another reason which concerns the public sector 
is the long duration of investments. At the EIB, 
some of our loans have a term of more than forty 
years. This is something which commercial banks 
are unable to offer. Or there are risks which a 
private investor would not be able to cover. When 
investments in road infrastructure projects are 
financed through public-private partnerships, for 
example, traffic volume is a criterion. The volume 
of traffic determines the amount of income that 
will be generated by toll receipts. Together with the 
Commission, we have developed products which 
take some of the risk away from a private investor if 
these income level projections are not fulfilled for 
whatever reason. This allows the private investor 
to proceed with the project, assuming a normal 
amount of economic risk; part of the regulatory risk 
is assumed by us and the Commission. This makes it 
easier for private investors to invest.

RC: The countries which have been least affected 
by the economic crisis will be the ones which 
are most willing to make investments. Does this 
mean that they will benefit from most projects?

Wilhelm Molterer: We have no country quotas. We 
have never had them, and we will not introduce 
them under the Juncker initiative. We base our 
decisions solely on how worthwhile we judge an 
economic project to be.

Interview with Wilhelm Molterer, Vice-President of the 
European Investment Bank continued
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These countries will make use of completely 
different types of projects. For example, I imagine 
that research and innovation will be particularly 
relevant in Germany and in Scandinavian countries, 
whereas there will be a backlog of demand for 
infrastructure investments in southern Europe. 

We will support a wide range of projects, and we 
will apply different approaches depending on 
market requirements. For us, it is crucially important 
that we make decisions about projects only on 
economic grounds, and not for political reasons.

The purpose is to encourage private sector 
investment, both at the level of entrepreneurs 
deciding to implement investment programmes 
and at the level of liquidity providers deciding to 
fund projects located in the European Union.

RC: Will all of these projects be carried out solely 
within the European Union?

Wilhelm Molterer: The Juncker initiative only 
concerns the European Union including cross-
border operations between a Member State and 
a third country. Apart from that initiative, 90 % of 
the EIB’s normal business is carried out within the 
European Union, and 10 % outside.

RC: The EIB will earn money from all of these 
operations. Will the existing tariffs continue to 
be applied?

Wilhelm Molterer: We will of course maintain 
our current practice of not paying dividends to 
shareholders, but of covering our costs. We will also 
use this business to ensure that the EIB’s situation 
with regard to its own capital does not become 
weaker.

The Juncker initiative is also part of our business 
model.

RC: Could you say that, as a banker, the Juncker 
initiative gives you a moral position?

Wilhelm Molterer: The Juncker plan on its own 
does not do that. The EIB has always had a moral 
position; this has even been used as an accusation 
against the bank. But that is one of the reasons 
why we still have a triple-A credit rating, and why 
we are seen as a completely stable and reliable 
bank. Certain people have accused us of being 

too conservative, but our approach has since been 
vindicated, simply because during the crises of 
2008 and 2002-2013 we still had the ability to take 
further action.

The ECA’s opinion

On 13 January 2015 the 
Commission adopted a proposal 
for a regulation of the European 
Parliament and of the Council on 
the European Fund for Strategic 
Investments (EFSI) and amending 
regulations (EU) N° 1291/2013 and 
(EU) N° 1316/2013 (“the Juncker 
plan”).

In view of the importance of the 
EFSI and the potential implications 
for the discharge authorities and 
the ECA in monitoring the EFSI, the 
ECA decided at its meeting of 29 
January 2015 to prepare an opinion 
on the Commission’s proposal 
which will be published shortly.
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Wilhelm Molterer, the Vice-President of the 
European Investment Bank (EIB), knows that the 
explosive topic of the Juncker initiative will remain 
a key concern for politicians, citizens, investors 
and banks in the months ahead. This comes 
against the backdrop of the troubled economic 
development of the European Union in recent years. 
The outlook is less than rosy. The economic crisis 
that began in 2007 has led to insufficient growth 
prospects in the EU and to catastrophic levels of 
unemployment, particularly among young people, 
in some countries. The growing trend of long-term 
unemployment is a particular cause for concern due 
to its dramatic social consequences. 

A less-talked-about phenomenon, which is 
nevertheless just as important to the long-term 
outlook, is the evolution of investment activity in 
the EU. In 2014 investment in both the public and 
private sector was, on average, 15 % below the 
investment level seen in 2007, and down by even 
as much as 50 % in some regions of the EU. While 
European investment activity has subsided, other 
regions across the globe have since recovered, thus 
greatly widening the gap between Europe and the 
rest of the world.

This investment gap is connected to another 
phenomenon which is crucial to Europe's long-
term development prospects, namely the question 
of EU competitiveness. From 2000 to 2007 total 
factor productivity (labour, capital and resources) 
increased by approximately 1.5 % per year in both 
the EU and Japan and by over 2 % in the United 
States. However, from 2008 to 2012 competitiveness 
climbed by 1.5 % per year in the United States, by 
1 % in Japan and by 0.25 % in EU Member States. EU 
competitiveness has weakened considerably.

There are many reasons behind these 
developments, but the level and structure of 
European public debt undoubtedly plays a role. A 
further factor is that two-thirds of the European 
economy is financed by banks, while only one-
third of financing comes from capital markets; in 
the United States, the reverse is true. This means 
that the financial crisis has hit the real economy in 

The Juncker Plan and the role of the European 
Investment Bank
Invitation of the Konrad Adenauer Foundation and the CDU /CSU 
Freundeskreis Luxembourg to a dinner-conference with Wilhelm Molterer, 
Vice-President of the EIB 
19  January 2015
By Rosmarie Carotti

Europe much harder. Furthermore, the commitment 
to reform at both the European and Member State 
level is languishing well below the level where 
it should be. The market has little confidence 
in European regulation, and such regulatory 
uncertainty translates into low-levels of investment.

There are more elements to the Juncker initiative 
besides the much-discussed European Fund 
for Strategic Investment (EFSI), which will be 
administered by the EIB.

The re-balancing of public finances and the 
strategy of consolidating public accounts are 
not under discussion. Wilhelm Molterer believes 
that the current interest-rate climate, in which 
public budgets are in practice financed at 0 %, 
and sometimes even less, creates an illusion. 
He welcomes the fact that the Commission and 
Jean-Claude Juncker want to further reinforce 
the internal market through energy policy, 
communication technology and a coordinated 
approach to necessary reforms at Member State 
level. A huge push is also required towards better 
regulation, in order to make the regulatory 
environment more investor-friendly and more 
reliable, and the public and private sector need 
access to financing.

Why is Juncker's funding initiative needed?

Why is this funding initiative needed if Europe 
does not have a liquidity problem and if, thanks 
to the ECB on the one hand and the non-investors 
from the private sector on the other, the European 
economy is so flush with money? The problem is 
that retail banks are less able to fund investments 
as a result of the obligatory implementation of the 
Basel III banking union regulations. Retail banks 
have to restructure their portfolio at the same time 
as contending with higher taxation of their profits. 
Low interest rates also make it impossible for retail 
banks to earn the money required to build up their 
own capital. The overindebtedness of the public 
sector also means that Member States themselves 
have less room for manoeuvre when it comes to 
funding investments.

Jean-Claude Juncker, President 
European Commission
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The Juncker initiative aims to encourage investment 
without adding to public debt by attracting spare 
private capital for investments both in private 
companies and in the public sector. The EFSI is 
intended to shoulder market risk.

This activity will be supported by accompanying 
measures including the elimination of regulatory 
barriers, improved cooperation between European 
institutions and national investment banks, and the 
development of advisory services.

The EIB's role

The EFSI, or the "Juncker fund", will have a total 
capital base of € 21 billion, with € 16 billion taken 
from the EU budget and € 5 billion from EIB 
reserves. These € 21 billion are intended to provide 
risk coverage for the activities of the EIB and its 
sister fund, the European Investment Fund.

Juncker is suggesting that € 315 billion in additional 
investment will be made available over three years. 
The EIB assumes that the fund will unlock this 
amount of investment because the EFSI will receive 
€ 5 billion to cover risks, thereby encouraging 
investments to a total of € 75 billion for SMEs. From 
the fund’s capital of € 21 billion, the EIB will receive 
€ 16 billion for additional risk coverage. It will use 
this to unlock investments with a total value of 
€ 240 billion.

Experience with the EIB's traditional business 
model has shown that this leverage effect is 
entirely feasible. In 2012 the EIB took the political 
decision to raise its capital by € 10 billion, thus 
improving its lending capacity. Since the EIB 
only finances approximately one-third of its 
investments using its own funds, the ten-billion-
euro increase in capital unlocked € 180 billion in 
investments. The traditional business model of 
the EIB has a multiplier effect of 1:18. The Juncker 
fund's multiplier effect of 1:15 is therefore on the 
conservative side, since the fund will deal with 
higher-risk transactions.

Areas for investment

The EIB is convinced of the need to spur investment 
in various areas, for example to the benefit of 
SMEs through additional initiatives such as micro-
financing, venture capital and guarantee products 
for absorbing capital risk for banks.

In particular, the EIB concentrates on two major 
areas, namely infrastructure financing and 
innovation financing, because these hold the key 
to long-term competitiveness. Over the next few 
weeks the EIB will go to the markets with new 
products in addition to conventional loans. There 
will be additional guarantee products to facilitate 
the economic activity of retail banks. It is also under 
discussion whether the EIB should take indirect 
equity positions in, for example, infrastructure 
investment funds or innovation funds set up in 
Member States. This is unchartered territory for 
the EIB. Its aim is to help SMEs, via the EIB sister 
fund, to gain access to funds for infrastructure 
and innovation. The EIB will focus on areas in 
which banks and Member States are, for example, 
experiencing bottlenecks, namely in the areas of 
high-risk and long-term financing.

An advisory role for the EIB

The Juncker initiative sets the EIB a third task to 
perform together with the European Commission: 
the provision of advisory services. In some EU 
Member States, the EIB has identified a pressing 
need for guidance on project development and 
definition and on the development of financial 
instruments. This advice will be aimed at public 
institutions as well as private investors. However, as 
yet, there is no general agreement on this matter.

In the future the EU will have to continue working 
with non-repayable grants in some investment 
areas, says Vice-President Molterer, who believes 
that some EU projects carried out with money 
provided from the Structural Funds are only 
implemented because the money is available and 
not because the project makes economic sense.

If, through the Juncker initiative, financial 
instruments are developed from this Structural 
Funds money which are actually then used to 
produce long-term revolving funds which replace 
the non-repayable grants, then this would be a 
real step towards setting Europe on the right path 
towards long-term competitiveness.

The EIB is working closely with the European 
Commission and is duty-bound to make the best 
possible use of available EU resources. As the 
world's largest multilateral investment bank by far, 
the EIB is perhaps more prudent in handling public 
money than some directly involved in the public 
sector. 
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Monday morning 2 February the Court received the 
sad news that Danish Member Mr Henrik Otbo had 
passed away the day before. Born in 1949, Henrik 
Otbo had been a Member at the European Court of 
Auditors since 1 March 2012. He had also worked at 
the Court from 1984-1989. 

The main part of his career, however, was spent 
at the Danish National Audit Office where he 
served 16 years as Auditor General. During those 
years he greatly influenced the development of 
Danish governance and financial management. 
He had visions and understood the necessity of 
professionalising the Audit Office if it was to have 
a continuous impact on public administration and 
not just be a bureaucratic supervisory body. At the 
same time he worked hard to communicate key 
messages and audit conclusions in a brief, clear and 
precise way, so they could be followed-up by the 
auditees and stakeholders.

The focus on professionalisation meant that the 
National Audit Office participated in numerous 
peer reviews of other countries' Supreme Audit 
Institutions. The Danish National Audit Office 
was also invited to participate in the Global Audit 
Leadership Forum - a group of the foremost 
National Audit Offices in the world.

In 2004 Henrik Otbo was appointed by INTOSAI 
as Chairman of the newly created Professional 
Standards Committee whose aim was to create 
common international audit standards. Henrik 
Otbo continued as Chairman until his resignation 
as Auditor General in 2012. After his resignation 
he continued to follow, from the side line, the 
culmination of this work when, in Beijing in October 
2013, a number of international audit standards 
addressed to Supreme Audit Institutions were 
adopted.

In Memoriam of Henrik Otbo, ECA Member
By his private office

Henrik Otbo was very proud to work as the Danish 
Member of the European Court of Auditors. In the 
CEAD-Chamber he found a platform from which 
he was able to continue being a champion of 
getting results and encouraging sound financial 
management – always with the incentive to 
make the best use of taxpayer’s money. He 
would emphasise the importance of achieving 
good results whenever the opportunity arose, 
for instance when talking to Parliamentarians or 
Commissioners. 

At the European Court of Auditors he continued 
his quest to modernise and improve. He involved 
himself in the reform of the Court’s annual report 
– the so-called 2014+ work. He wanted an annual 
report where the works of others played a bigger 
role and where clear replies to the following 
questions could be found: where did things go 
wrong, why did they go wrong and what should be 
done about it? 

Being a former elite athlete, Henrik Otbo 
demanded much of himself and others. He placed 
great emphasis on loyalty and expected that his 
employees had the organisation's best interests at 
heart. At the same time Henrik Otbo was the first to 
provide back-up when needed.

Henrik Otbo was a big man in every way. Wherever 
he was, he would strive towards modernisation, 
streamlining and focusing on results, while never 
losing sight of the people who contributed towards 
the institutions’ achievements and recognising their 
efforts. He will be missed by many. Our thoughts 
go to his family who has suffered a great loss by his 
untimely demise.

Henrik Otbo’s funeral took place on 6 February 
2015 in his hometown of Farum, Denmark. Apart 
from his family and friends, there were many 
former colleagues from the National Audit Office, 
representatives from Ministries, public Institutions 
and politicians as well as a delegation from the 
Court who paid their last respects to Henrik Otbo.



9The notion of accountability in a changing public 
sector and the curious case of the European Union
By Giorgos Karakatsanis, head of private office

'When I use a word,' Humpty Dumpty said, in 
rather a scornful tone, 'it means just what I 
choose it to mean — neither more nor less.'  
Humpty Dumpty - Through the Looking Glass, 
by Lewis Carroll

Picture by Sir John Tenniel

When I started writing this article, I had in mind an audience of people concerned with the quality of spending 
public money. Henrik Otbo, as Reporting Member of the ECA’s annual report chapter on “Getting Results from the 
EU budget” demonstrated that he was genuinely concerned about proper use of taxpayers’ funds and ensuring that 
they are used to achieve the higher aims or results for which they were budgeted.  

His recent loss saddened us all profoundly and leaves the field of public audit in the EU poorer.  Though he is no 
longer with us physically, his legacy will live on and will continue to inspire us in our work.  I would like to dedicate 
this paper to his memory.

Background

In a move that started as early as the 1960s but 
really started to become more pronounced in the 
late 1970s, public authorities the world over started 
focusing on improving their results in terms of 
lowering costs and increasing the quality of their 
services (Dunleavy, 1991). More specifically, in the 
drive to achieve value for taxpayers’ money, there 
has been a push for public sector organisations 
to adopt ‘private sector’ management practices. 
This wider currency of private sector models 
as paradigms in the public sector is summarily 
expressed as “New Managerialism” (Pollitt, 1993) or 
more popularly, the “doctrines of the New Public 
Management (NPM) movement” (Hood 1991a; 
1995, OECD 1993 and 1997; Pollitt et.al., 1998). 
The central notions that were instrumental in 
driving the NPM agenda are expressed through the 
concepts of economy, efficiency and effectiveness 
and of achieving value for money. Using these 

concepts as a driver, public administrations 
introduced reforms in public services provision 
that included decentralisation of implementation 
and less direct government control of public 
provision. Decentralised implementation included 
subcontracting and the increasing use of agencies 
or quasi-governmental organisations also known by 
the term ‘quangos’. 
In this respect, over the course of at least the 
last three decades, notions such as performance 
management and the related use of vision and 
mission statements along with performance 
measurement systems and the use of key 
performance indicators, gained currency in the 
public sector. These theorems came to include 
certain management practices that had already 
become fads in the private sector since the 1980s 
(e.g. Total Quality Management, World Class 
Manufacturing, Benchmarking, etc.). Fads being 
what they are, they were later replaced by the 
longer standing principles of what constitutes 
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sound management. That is, by principles 
and methods that aim to achieve competitive 
advantage in the particular weave of institutional 
fabric relevant in each context. Of course, the 
institutional fabric of public sector entities, 
including core values and ultimate goals, is different 
than that of private sector profit-making bodies. 
This difference is even more pronounced in the 
particular context of EU operations whether 
linked to the EU budget or not. The historical 
developments that gave rise to the EU, show that 
ultimately envisaged impacts are more about 
‘togetherness’ than the mere efficiency and 
economy of the EU’s actions. The European motto 
“United in Diversity” demonstrates the ‘weave’ of 
the institutional fabric of a continent operating 
together in a union of currently 28 Member 
States all with various degrees of inter-European 
conflictual pasts. This in turn, has important 
ramifications about what is the most apt concept 
of accountability in a NPM-dominated agenda of 
reforms in the public sector but especially as it 
pertains to the EU situation.

The evolution of the accountability concept in 
public sector management and public sector 
audit in the NPM context

The review of government activity has traditionally 
fallen under the remit of state audit which 
has long preceded the emergence of modern 
forms of democratic government. This work 
is usually done by supreme audit institutions 
(SAIs) who in the 1970s found themselves faced 
with an accountability model that escaped their 
traditional mandates and soon had to follow suit 
in adapting their practices. Concurrently with 
the 1977 International Organisation of Supreme 
Audit Institutions (INTOSAI) conference and the 
Lima Declaration (Khan, 2005) the public sector 
audit field adjusted its audit approach.  James J. 
Macdonell, the Canadian Auditor General, in a 
paper that he presented at the Second Seminar 
of Government Audit Institutions in Mexico City 
in 1980, presented the concept of comprehensive 
auditing. He defined this new audit approach as 
“designed to ensure that governments are spending 
public money with due regard to economy, 
efficiency and effectiveness.” (Macdonell, 1980, 
p. 6). These developments marked an important 
departure from traditional audit practices which 
thus far, had been focused on assuring a true and 
fair view of accounts and the legality and regularity 

of transactions. The shift meant that the focus of 
public audit would be on the goals or expected 
outputs of what is delivered by taxpayer monies. 
Macdonell, who was very active in promoting 
this approach in his office, stated in 1977, “was 
(the Auditor General) merely to certify that the 
taxpayers’ money had been spent legally and that 
all accounts were in order? Was that all Parliament 
expected from the officer employed to audit 
the government’s expenditures? Or was he also 
to report whether public funds had been spent 
economically, efficiently and effectively? (Sinclair, 
1979, p. 116). What started as a comprehensive 
audit approach which was supposed to include 
value-for-money considerations (Dubrow, 2004) 
along with examining the legality and regularity of 
public spending, later developed into being called 
simply ‘performance’ or ‘value-for-money’ (VFM) 
audit.

Meanwhile, the proliferation of NPM ideals led 
to a shift in emphasis of the notion of holding 
governments accountable. Whereas up until the 
late 1970s, the notion of accountability was mainly 
input-oriented, more emphasis started being placed 
on accounting for results (the term ‘accounting’ 
used here in its broader sense and not in financial 
reporting terms). This was further propelled 
with developments in public budgeting such as 
“accounting for results” or “programme budgets” 
and the advent of performance budgets and the 
ensuing development of performance management 
systems in the public sector (Harris, 1993). That is, 
the accountability locus shifted from emphasizing 
expenditure of appropriations and reasons for any 
variations between budget and actual expenditure, 
to a more enhanced accountability structure 
thus changing the ‘accounting’ mechanism. It is 
refreshing to see, that nearly 40 years on, the same 
discussions still abound whenever the EU budget is 
discussed.  Regular observers of the Commission’s 
annual discharge procedure are all too familiar with 
the bombardment of criticisms surrounding the 
‘DAS’ approach as is widely known by its French 
acronym, that follows the publication of the ECA’s 
Annual Report and its Statement of Assurance.

From politics to markets to institutions

Thus, the result of NPM developments in public 
sector provision and audit thereof, resulted in the 
relevant concept of accountability to move from a 
Weberian ideal (Weber, 1947) to taking on a form 

The notion of accountability in a changing public sector and 
the curious case of the European Union continued
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of market accountability. The latter implies that 
where end-users of publicly funded programmes 
find that they are not getting what they bargained 
for, they would exercise their market power and 
move to another provider. In doing so, theoretically 
at least, the end-users’ expectations (policy results) 
would be achieved best while eventually, inefficient 
production or uneconomic provision of public 
services would be avoided.

However, New Public Management theory 
presupposes the existence of truly competitive 
markets where the ‘invisible hand’ of the consumer 
would guide providers to optimally deliver public 
goods and services in an economic, efficient and 
effective manner.  This is a distinct weakness of the 
model as one does not need to search the entire 
body of public economic theory literature to prove 
that the existence of perfect markets in public 
sector employment is a rare occurrence. In the EU 
context in particular, empirical and unpublished 
reports show that informational asymmetries are 
pervasive and the norm rather than the exception. 
As an example, in the European Parliament, the 
institution perceived as the “voice of the people” 
there is still a small but not negligible number of 
Members of the European Parliament who are 
not familiar with the work of the European Court 
of Auditors in general or worse, with its role and 
mandate (ComRes consulting, 2014, unpublished 
survey). 

Market accountability as a mechanism of ensuring 
public interest is less likely if at all, to serve its 
purpose in a situation where perfect markets do 
not exist and asymmetries of information prevail. 
Therefore, it becomes crucial to understand what 
form of “accountability” is most relevant. Moreover, 
in the face of informational asymmetries between 
suppliers and consumers as is typically the case 
in public service provision it is imperative to 
understand how this ‘accountability relationship’ 
can be strengthened through public oversight 
by an independent body charged to safeguard 
legitimate social expectations. This question is 
of utmost importance and of particular interest 
to Supreme Audit Institutions, Parliaments and 
other accountability institutions involved in public 
management. However, reviewing the role for each 
such body is not within the scope of this paper.

What does ‘accountability’ really mean in public 
management and what are the implications 
in the implementation of the EU budget and 
policies?

In broad terms, “accountability means the process 
through which an entity can give satisfactory 
reasons for its actions and be held responsible for 
a particular conduct. Therefore, it is a concept that 

A side note putting NPM in context 

It would not be fair in any discussion of 
NPM not to note the divergent view of 
commentators of public sector management. 
Some, e.g. (Levy 2000, p. 21) have observed 
that NPM is inextricably linked to the drive to 
reduce state spending. Such an economizing, 
along with the concomitant proliferation of 
performance targets and pressure to achieve 
them, has resulted in a paradox causing some 
negative results which in turn, have led to 
criticisms (Alford 1997, Hood 1991, and others). 
Manifestations of such criticisms abound in the 
discourse surrounding the current dominance of 
the across the board ‘austerity’ dogma that has 
been pervading EU public finances.  Moreover, 
there are a number of examples (see inter alia, 
Lester 2004, Radnor and McGuire 2004, Brown 
2004, Symon 2004) that highlight problems 
arising out of setting performance targets and 
provide evidence that private sector approaches 
do not function in the public sector. 

At the same time and in the interest of fairness, 
the reader should be aware that there is weighty 
evidence suggesting otherwise, with proponents 
of NPM reforms stating that the proclaimed 
differences between public and private sector 
systems are mere excuses for not implementing 
possible changes (Euske 2003). However, this 
discussion of the pros and cons of the NPM 
doctrines and their place in the public sector, are 
not in the scope of this paper. Rather, the focus 
is to present the evolution of accountability 
definition in the context of NPM ideals and to 
demonstrate its relevance in the context of a 
public budget as well as to place the term in the 
context most relevant to a public sector auditor 
and in particular when auditing EU-budget 
interventions.
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is contingent on the context of the accountability 
relationship.” (Glynn and Murphy, 1996).  
Unfortunately, there is a risk that is associated with 
concepts that depend on the context in which they 
arise. Namely, the risk that they can be construed 
in a way that would deviate from their original 
function which is that of holding to account for 
its actions the appropriate target. In fact, one 
commentator stated that «In the vocabulary of 
management, «accountability» threatens to become 
one of those buzz words that can take on whatever 
meaning a speaker or writer wishes to convey 
without strictly committing himself.” (Mundt et.al 
1982, p. 3-4).  

To make things even more complicated, inter-
relationships in the EU context are so unique 
and interwoven that traditional accountability 
models such as those based on principal-agent 
relationships (see e.g. Pollack, 1997 and others) 
are not sufficient. For example, a widely cited 
notion of accountability (Biela, 2014, p.4) uses 
a linear principal-agent model to define public 
accountability as: “a relationship between an actor 
and a forum, in which the actor has an obligation to 
explain and to justify his or her conduct, the forum 
can pose questions and pass judgement, and the 
actor may face consequences” Bovens, 2007). Other 
commentators who have taken this theoretical 
framework to discuss parliamentary accountability 
(De Bondt, 2015, p.26) risk applying a framework 
that is simply not relevant to EU realities. 

It is worth noting the unique context of the 
accountability relationship in the EU where the 
blurry relationship between ‘principals’ and 
‘agents’ defines the accountability framework in 
a completely different manner than the simplistic 
notion of “an actor and a forum”. The European 
Parliament is not one in the traditional sense 
of a national context. For starters, it lacks a 
fundamental power of a Parliament which is to 
tax and redistribute and cannot dismiss a part 
of the executive government in the EU which is 
the government representatives at Council. Also, 
MEPs are elected with the support of the same 
political parties as the national politicians who 
comprise the different Council configurations. 
Political accountability therefore, becomes very 
difficult to locate in the EU context. Exacerbating 
confusion, the European Commission is often 
cited as the equivalent of an ‘‘executive’ who could 
be examined as an agent in the same sense as a 

Ministry and a Ministerial Cabinet. However, this 
is simply not the case. Rather, the Commission is 
but a part of the decision-makers, unique in the 
EU-framework in that it has the sole power of a 
policy initiative. A power to initiate policy which 
comes after a long and complicated process 
enshrined in the subsidiarity principle often 
referred to as “commitology”, along with Member-
State authorities and other stakeholders. In such an 
environment, the Commission acts as a technocrat 
(Galrbraith, 1967) that is, assumes a political role, 
rather than a mere executive administration 
fulfilling the tasks dictated to it by a legislative 
body. Even more importantly, the information 
asymmetries on any policy proposals between the 
accountability stakeholders Council-Parliament and 
the Commission-Member States are much more 
pronounced than say, between a Minister and the 
ministry’s departments. In the latter case, Ministers, 
acting on party lines, advocate a particular policy of 
which they have intimate knowledge, fight to pass 
it through a national Parliament and then assign its 
implementation to different departments and units 
within a Ministry. It is an apparently straightforward 
principal-agent relationship but one could argue 
that even in such a situation there are factors 
causing any linear accountability contexts to be 
inapplicable. Whatever the case may be for linear 
accountability models in public sector management 
in general, when applied in the context of the 
EU, such frameworks are not likely to serve as apt 
analytical models.

Evidently, the words of the Humpty Dumpty 
character in Lewis Carroll’s book “Through the 
Looking-Glass”, true in many other contexts, echo 
soundly in the confusion that arises when placing 
accountability in the framework of external 
performance review in the public sector and 
particularly that of EU policy implementation.

Difficulties of definition notwithstanding, it 
is of paramount importance to express an 
accountability concept that can serve as a focus 
of not only organisations but also of individuals, 
on the established goals and objectives of the 
wider system of which the EU budget is but one 
example. Of course, the existence of clear goals and 
objectives in public sector policies and programmes 
or the lack thereof, is subject to another debate. The 
ECA among others has often published on the lack 
of clarity of policy objectives in the implementation 
of the EU budget. This article only attempts to 

The notion of accountability in a changing public sector and 
the curious case of the European Union continued
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summarise and present the relevant concepts of 
accountability thus leaving the establishment of 
what to be accountable for or of what performance 
to expect in each situation and how this is to be 
delivered, to another paper.

The different forms of accountability 
mechanisms in a NPM influenced context: 
Implications for public sector audit in the 
developing EU context

In the EU, NPM ideas were first embodied in the 
Kinnock reforms (European Commission, 2000). 
The momentum has continued unabated till the 
present with other subsequent reform efforts which 
have influenced the use of public sector provision. 
Examples are the creation of agencies (executive 
agencies and joint undertakings), the introduction 
of performance-based management systems such 
as Activity Based Management (ABM), etc. More 

recently and in a more profound yet subtle to the 
general public manner, NPM-influenced reforms 
were manifested by the creation of the regulatory 
agencies European Securities and Markets Authority 
(ESMA), European Insurance and Occupational 
Pensions Authority (EIOPA), European Banking 
Authority (EBA) or the Single Supervisory Board 
(SSM) and Single Resolution Board (SRB) and even 
bodies such as the European Stability Mechanism 
(ESM). Some of the latter are somewhat within 
traditional structures but have different governance 
and accountability implications than in EU budget 
implementation.  The provision of public goods via 
vehicles such as quasi-government organisations 
at European Union level has made even more 
relevant the weaknesses in EU accountability and 
the possible gaps in public audit arrangements 
as pointed out by the ECA’s seminal work on the 
matter (ECA, Landscape Review 2014).

The different forms of accountability mechanisms and their evolution under NPM

Changing accountability hierarchies

Accountability Pre NPM Post NPM

Political (overall 
accountability)

Broad ranging, linking ministers directly to 
service delivery responsibility

Remains, but the responsibility has 
been silently and subtly changed to 
being acquitted on the basis that the 
executive enables and chief executives 
deliver.

Financial 
accountability Focus on notions of fiscal compliance

Remains, but broadened to address 
issues of efficiency and effectiveness 
which has led to a focus on the need 
for supporting data and/or control 
systems.

Professional 
accountability

Inward focused, self-regulated, multiple agency 
with services.

Radically changed, less self-regulation 
but differences within professions (e.g. 
teachers versus clinicians)

Administrative 
accountability

Watchdogs on compliance (financial 
and otherwise)

Management 
accountability

New and varied but with a focus on 
achievement of delegated targets.

 
Source: Glynn and Murphy, 1996, pp. 130
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A review of the different accountability hierarchies 
presented in the table above shows the shift in 
the still evident context of a NPM-dominated 
agenda toward a direction of determining post-
fact not only whether money was spent on a legal 
and regular manner but also on whether results 
were achieved with these monies. The prevalent 
attitude of a traditional private sector auditor 
concerned with whether financial statements 
provide a true and fair view of an entity’s position, 
continues to apply to public sector budgets but 
is decreasing in importance. In the EU context, 
relevancy for a traditional audit approach aiming at 
pre-NPM financial accountability, still exists as for 
e.g. regarding the various EU executive agencies 
or when examining Revenue or Administrative 
Expenditure of the EU budget. Reporting on these 
accountability relationships are manifested in 
the annual ECA special reports on the executive 
agencies and joint undertakings and somewhat 
in the specific assessments of the Court’s Annual 
Report. However, traditional audit and the 
inspection-based approach cause a strain between 
auditor and auditee which is valuable to a certain 
extent, but fails in another important aspect. 
Namely, it fails to provide assurance on a positive 
aspect of audit which would be how to help the 
auditee and the final accountability stakeholders 
have information and evidence on the appropriate 
control systems which would ensure quality 
delivery of public spending.

It follows that in the ‘agencified’ environment 
of NPM reforms especially as these relate to the 
EU, traditional audit is of some but limited help 
to societal welfare. This is especially relevant in 
the context of the bodies that are not explicitly 
included in the EU framework such as the ESM, the 
SSM or any of the financial regulatory agencies such 
as ESMA, etc.

A relevant accountability and audit framework 
in the new era

Glynn et al., (1996) had posited that if public 
sector auditing (both internal and external) does 
not create a demand for a clear definition of 
objectives for policy and programmes determined 
by the executive, accountability will not likely be 
an operationally useful concept. Therefore, and 
paraphrasing the 1993 thesis of Humprey et al. as 
presented in Glynn et al. (1996, p. 136), unless there 
is a concerted move to consider and more actively 

delineate the base public requirements expected 
from implementation of EU policy, a scenario 
of dissatisfaction with the EU budget or policy 
execution along with public discontent on how the 
EU functions is more likely to persist. 

An appropriate accountability definition for the EU 
budget specifically but also for the public sector 
in general, is one that would stand the test of the 
man on the Clapham omnibus. Unfortunately, 
common references suggest that understanding of 
the latter legal concept has deteriorated of late, by 
shortcutting the reference as “the man on the bus”. 
Doing so risks a demand for things to be spelled 
out as simply as possible in order to be of interest 
and understood by seemingly, very unsophisticated 
people. However, it is worthwhile to remind that 
in legal terms, the concept refers to a ‘reasonable 
person’ and not to the typical tabloid reader riding 
a public bus, looking for brain junk food to pass the 
time. Assuming of course, that such a stereotype 
does indeed exist. A reasonable person is someone 
with an acceptable degree of education and who 
is sufficiently free of biases which would impair 
their judgement. Furthermore, one who is sincerely 
interested in understanding policy effects and 
societal welfare enough to bother reading about 
and holding accountable those dispensed with 
decisions that affect taxpayers’ lives.

Contrary to customary arrangements of 
governance in national government structures, 
the EU is a specific case that has one actor in its 
inter-institutional framework that can overcome 
all the obstacles cited as obstacles by national 
supreme audit institutions (Barzelay, 1996) when 
conducting performance audits. The European 
Court of Auditors is an institution of the EU since 
1997 (Treaty of Amsterdam) and had been an EU 
institution since the Treaty of Maastricht (1992). As 
such, always within the bounds set by the Treaties, 
it has no inherent limitations other than those 
imposed by itself and the willingness of its College 
of Members as to the remit of audit it decides to 
undertake. Such audits can be expanded to address 
the more politically sensitive area of effectiveness 
audits, ranging from a review of the Commission’s 
work in managing various programmes and policies 
to a review of the fulfilment of legitimate Union 
expectations arising out of the implementation of 
EU policies that are not directly or in full, funded by 
the EU budget. 
 

The notion of accountability in a changing public sector and 
the curious case of the European Union continued
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Another point of limitation that public sector 
audit is faced with at national level dealing with 
the lack of defined public accountability (Glynn, 
1996) is also partially overcome within the EU 
inter-institutional arrangements. In the execution 
of the EU budget, it is the European Commission 
alone who is responsible for ensuring sound 
financial management as defined by the three Es. 
Problematic arrangements do exist and Cipriani 
(2007, p. 123) points out an apparently “unclear 
understanding of the concept of sound financial 
management” on behalf of the Commission. 
However, Cipriani also points out that “the concept 
of value for money is now well defined by the 
Financial Regulation” (Cipriani 2007, p. 124). 
Therefore, the only question that remains in respect 
to EU budgetary spending is that of audit practice 
and of an explicit performance demand along with 
a well-defined accountability concept built in the 
discharge procedure clarifying who is accountable 
for what and how. Clearly, discharge procedures 
that include collective responsibility for a college 
of Commissioners instead of promoting individual 
accountability of e.g. Commissioners or Directors 
General at the Commission or those responsible for 
specific areas of actions, do not constitute a well-
defined accountability framework.

Audit within an appropriate theoretical perspective 
of policy implementation (Karakatsanis, Ph.D. 
thesis, p. 268) avoids the pitfalls of delving into high 
level policy decision matters such as e.g. whether 
this or that policy area should be prioritized 
(e.g. agricultural funds over research). Policy 
implementation means the putting into effect 
of legislation, decisions, or policies formulated 
and agreed by the EU’s policy making institutions 
(Cini, 2003) a process which involves many more 
actors than the Council and Parliament. Such a 
perspective does not exclude audit to review 
of policy implementation at input or processes 
level when the substantive questions should be 
more appropriately addressed to the policy itself 
(Hepworth 1995, p. 42). 

Thus, post-NPM audit practice can act not as a 
substitute for political accountability but rather 
as a surrogate for the market (Hepworth 1995, 
p. 39) thus enhancing political accountability by 
including coverage of where responsibility may 
lie at specific decision and action level. Given that 
the measurement of the quality of public policies 
and administrative management is not likely to 
be in the interest of politicians and administrative 
managers because transparency means reduction 

of power, unless they are forced to give some clearly 
defined feedback to the public (Löffler 1998, p. 
11) the role of the ECA during the implementation 
of the EU budget but also of any other Union 
policies, is of utmost importance. Furthermore, 
since “the capacity to implement policy is a central 
defining feature of any political system” (Peters 
2000, p. 203) and given the importance of budget 
implementation to the polity-building of the EU 
(Laffan, 2005) such an audit perspective from 
the EU’s external auditor becomes instrumental 
in ensuring the success of the EU project. One 
important caveat that could not be overemphasized 
is that this role be carried out and communicated 
well.

In this context, it is an example in the right 
direction of how the ECA has been auditing the 
EU budget and particularly the recent approach 
(since 2010) of examining the economy, efficiency 
and effectiveness of EU money by including a 
dedicated chapter on achievement of results in 
its most publicised product, the annual report. 
Additionally and in a more recent innovation, the 
Court has initiated a pilot review in cohesion and 
rural development policy which includes the review 
of the three Es during transaction testing of its 
annual statement of assurance sample. Such a move 
is consistent with the initial stages of modernisation 
in public audit and the spirit of the Lima declaration 
reforms. In this author’s view, the lack of regularly 
searching for and rendering account as to all 
sound financial management issues of EU-finance 
operations, has been a limiting factor in the 
quest for better governance and sound financial 
management. Of course, this is the case whether 
it applies to the EU or any public budget. In the 
implementation of the EU budget and in face of the 
inadequacies in terms of results achievement, if the 
ECA’s DAS approach does not cover performance 
issues (Karakatsanis, 2010, p. 278) significant 
improvements are likely to come slow and driven 
by other factors if they happen at all. These are 
issues that need to be addressed by agreeing on 
suitable arrangements in conjunction with ECA’s 
‘accountability’ clients. 

Such conclusions are not entirely new responses 
to questions pertaining to reforms of the EU 
budget. For example, the ECA in its response to 
the Commission’s initiative of “Reforming the 
Budget, Changing Europe” has pointed out to the 
management challenges of expenditure, posed by 
a lack of clear identification of responsibility and 
accountability (ECA 2008b, p. 4). This is exacerbated 
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by the expanded scope of implementation which 
unfortunately places more emphasis on member 
states as imposed by the amended article 274 of 
the Treaty applicable from 2010 onwards (now 
article 317 TFEU). Such a scope of implementation 
is only likely to continue a shift of focus from where 
responsibility really lies, pushing it outward to the 
decentralized actors away from the Commission 
or even the original owners of a particular policy. 
Demands to partition and report the infamous 
‘error rates’ in the Court’s annual report by 
Member State simply go along with propagating 
this displacement of responsibility and evasive 
accountability.

Evolving accountability and EU audit as the 
future unfolds

There are certainly limitations to what the auditing 
profession can deliver, even though developments 
in performance auditing practices seem to offer 
a move toward achieving the currently lacking 
demand for delivery of effectiveness monitoring 
when implementing the EU and other public 
budgets. Furthermore, a streamlined procedure 
by the discharge authorities where “performance” 
aspects such as those reported by ECA in its 
special reports linked with direct accountability 
of Commissioners and highly placed Commission 
officials would go a long way in addressing results 
attainment oversight. Unfortunately, the case is 
not as clear-cut when discussing non-budgetary 
policies, albeit ones with important financial 
ramifications such as VAT provisions and the single 
market and is even murkier when concerning rules 
governing financial supervision. 

Moreover, and specifically as related to the 
EU situation, requiring the external auditor to 
provide the level of assurance of an ‘accountability 
institution’ in an environment of complex 
governance arrangements among quangos and 
agencies and a weave of Member State actors 
alongside the Commission, would be akin of 
asking Bellerophone to slay the Chimaera. Asking 
of a public sector auditor to go after such a beast 
implies that someone assumes responsibility of 
actually getting the creature to materialise and 
to become a tangible instead of an obscure and 
mystic apparition. This is not a matter of the audit 
profession to dictate on its own or even for it to seek 
institutional support in its efforts to assume audit 
rights thus placing a risk on itself to be blamed 
for advocacy. Rather, it is for the representatives 
of the Union governments who need to assume 
leadership and to clarify who is accountable for 

what and how agencies’ and others’ accountabilities 
fit in the relevant public governance structure. In 
the EU situation, the Council and the Parliament 
assisted by the Commission are the actors who 
need to step up and determine what is expected 
of all the different bodies involved in budgetary 
but also regulatory policy implementation and 
how these bodies should be held to account. 
Once a clear mandate is given, the auditors will 
then have to assume the lead in clarifying how to 
apply the tools of their trade to fulfil this mandate 
within the relevant post-NPM framework.  Working 
methods and reporting should integrate financial 
and administrative accountability, prioritising 
management accountability. 

However, it is somewhat disheartening that as 
clearly as the mandate regarding the EU’s budget 
implementation has been set in the Treaties, the 
Court is still discussing with its stakeholders how to 
best provide this accountability assurance and how 
its opinion will be taken on board when holding to 
account those responsible for EU-budget actions 
(see e.g. recent report of the EP on the future role 
of the Court of Auditors, 2014). An extended scope 
of implementation as provided for in Art. 317 TFEU 
that since 2010 overemphasizes the role of Member 
States, does not help efforts to escape the vicious 
circle of stakeholder dissatisfaction and auditor/
public body frustration. 

In some countries such as Canada, Australia, the 
U.S.A., Sweden, Denmark, etc. such ambiguities 
of what the external auditor can provide and to 
whom have advanced to a reasonable state. The 
recent innovations at ECA indicate that the process 
is well on its way of being developed as it relates 
to the financial implementation of the EU budget. 
Unfortunately, for some very important recently 
created quangos such as the financial regulators 
or the new entities like the SSM and the European 
Fund for Strategic Investments, the matter of 
management accountability is still unclear and 
up for debate. The triad of power in the EU needs 
to discuss and delineate base requirements of 
such important aspects of EU policy sooner than 
later lest the Humpty Dumpty rhyme becomes 
applicable during the next financial and possibly, 
democratic crisis. 

Humpty Dumpty sat on a wall, 
Humpty Dumpty had a great fall. 

All the king's horses and all the king's men 
Couldn't put Humpty together again.

The notion of accountability in a changing public sector and 
the curious case of the European Union continued
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R.C.: There is considerable slowdown in 
EU enlargement. How do the accession 
negotiations with Serbia, which were formally 
opened on 1 January 2014, fit in that? 

Szabolcs Fazakas: The statement that the 
enlargement process is frozen is not totally 
correct.  The Commission continues its works on 
the enlargement issues assisting the candidate 
countries to prepare their future accession to the 
EU. The role and task of the ECA in this process 
is that based on its solid audit evidence it gives 
recommendations which will be taken into 
consideration by the political decision makers. As 
always the auditee of the Court is the Commission 
and the objective was to assess whether it is 
managing effectively pre-accession support to 
Serbia, especially for the key area of governance. 
The audit addressed the effectiveness of the 
management of the IPA funds and the non-
financial assistance, i.e. the structured dialogue. 
These important tools contribute to improved 
transposition of the acquis communautaire by 
enabling the success of negotiations about future 
accession of Serbia to the EU.

Questions to Szabolcs Fazakas, ECA Member
By Rosmarie Carotti

 R.C.: The EU provided substantial amount 
to help Serbia to prepare for assuming and 
effectively implementing obligations of its 
future membership in the EU. Which other 
organisations and bodies are involved in 
improving governance and fight against 
corruption in Serbia? How is the coordination 
between their projects and the projects of the 
IPA instrument?

Szabolcs Fazakas: The EU provided about € 1.2 
billion through the Instrument for Pre-Accession 
Assistance (IPA) over the 2007-13 period. In 
addition to IPA, Member States offer substantial 
bilateral assistance, together with non-EU donors, 
(such as US AID) which contribute to diverse 
aspects of improving governance in Serbia. 
Although the audit indicated that previously the 
coordination with other donors was only partially 
effective it capitalised on the implementation 
of the sector approach. Donors are now 
regularly consulted by sector working groups. 
Additionally, the implementation of the Court’s 
recommendations regarding project preparation 
and implementation might contribute to smoother 
coordination of multi-donor projects.

The ECA’s report on the “EU Pre-accession Assistance to Serbia” was published on 15 
January 2015. The report was presented to the European Parliament by Szabolcs Fazakas, 
the reporting ECA Member at the 27 January meeting of CONT. The hearing gave positive 
feedback on the special report.The reporting member of the CONT and other members 
of the Committee welcomed the statements and recommendations of the report, and the 
representative of the Commission appreciated its forward looking approach
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R.C.: Regarding Serbia’s preparation for 
decentralised management of EU funds, the 
audit found that the Commission’s approach 
was effective in supporting governance, 
but only in the limited sphere of the IPA 
management structures. Can you explain this?

Szabolcs Fazakas: The overall idea is that 
public finance management in Serbia has to be 
improved in order to comply with EU standards. 
Improvement is needed overall, at central level 
(for instance in the Ministries and State agencies) 
as well as at local level, and not only in the new 
structures in charge of managing EU funds. It is 
of course very important to make sure that the 
management of EU funds is fully secured. The 
Commission and the Serbian authorities follow a 
strict roadmap to achieve this result. The roadmap 
implies the setting up of IPA structures and their 
accreditation by the Serbian authorities and the 
Commission. A lot of audit work is performed in 
this context by the Commission. However, this 
work only concerns the IPA structures, because 
there is no legal requirement to carry out a 
comprehensive assessment of the overall progress 
with PFM and the fight against corruption in 
Serbia before decentralising the management of 
EU funds. The report suggests therefore that the 
Commission’s audit work should be taken into 
account in the overall assessment of PFM and the 
fight against corruption in the candidate countries.

R.C: When drawing up the latest IPA annual 
programmes, the Commission took steps to 
address the shortcomings identified by the ECA 
in the earlier IPA projects. What is the ECA’s 
opinion on the new IPA II (2014-2020)? 

Szabolcs Fazakas: On the whole, the audited 
projects produced their planned outputs but 
suffered from weaknesses regarding their design, 
implementation and sustainability. The ECA report 
provides recommendations on these topics and 
advises the Commission to further improve the 
second generation of IPA in the period 2014-20.

R.C.:  Governance, identified by the Commission 
as the most challenging area for Serbia, 
received a quarter of the IPA funding. The EU 
complements the IPA funding also with some 
non-financial means to help Serbia prepare for 
EU membership. What were these non-financial 
means? What has been achieved so far and 
what remains still open?

Szabolcs Fazakas: Non-financial means include 
above all the structured dialogue that the 
Commission has put in place on governance 
issues with Serbia, notably on PFM issues. The 
dialogue adequately covers the key governance 
areas and the fight against corruption, includes 
the establishment of action points and their 
follow-up and creates link between political 
priorities, policy formulation and the design 
of the projects. In its dialogue with Serbia, the 
Commission also relies extensively on involvement 
of international organisations in their respective 
areas of expertise. Notably they consider the PEFA 
reports of the World Bank, the SIGMA assessments 
of the Organisation for Economic Cooperation, 
various documents from the European Bank 
for Reconstruction and Development, the 
Organisation for Security and Cooperation in 
Europe, the Council of Europe and United Nations 
organisations. Another important non-financial 
means is the administrative and audit work 
performed by the Commission to prepare Serbia 
for decentralised management of EU funds. 
This includes a systematic risk analysis, concrete 
proposals to mitigate the risks identified and the 
follow-up of the measures taken.

R.C.: The audit covered the 2007-13 period and 
EU projects, national projects and co-financed 
projects. There seem to be two separate 
periods: one before and one after 2012 when 
an agreement was concluded with the Serbian 
authorities on parallel co-financing?  What 
changed?

Szabolcs Fazakas: The coalition government in 
power between July 2012 and spring 2014 made 
great efforts to consolidate the Serbian strategic 
framework for preparations of EU accession. 
It adopted in December 2012 an action plan 
to follow up the findings of the Commission’s 
progress reports and in February 2013 the 
‘national plan for the approximation with the 
acquis’. In the meantime the European Integration 
Service of Serbia took measures to improve the 
coherence of the Serbian strategic framework, 
for instance, by their efforts to consolidate the 
numerous national strategies. It is true indeed 
that significant improvements took place in 2012. 
Nevertheless, the Court’s report recommends 
that the Commission express the need for the 
Serbian authorities to further rationalise their 
set of national strategies and finalise their fully-
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fledged public finance management roadmap. The 
Commission is also invited to provide technical 
support in that respect if necessary.

R.C.: The report states that, on the whole, the 
Commission has been managing IPA projects 
in Serbia effectively. IPA projects generally 
produced the planned outputs but results 
beyond the outputs may not be sustainable. 
Please explain this.

Szabolcs Fazakas: The Court examined 
whether the planned outputs and other results 
were obtained and whether the tendering 
and procurement procedures were properly 
implemented. The outputs are generally tangible 
goods directly funded by the projects (for instance 
IT systems, ambulances, manuals, training courses, 
etc.). The other results, or results beyond the 
outputs, generally refer to longer term effects 
of the projects (for instance an increase of 
administrative capacity for procurement, or the 
generalisation of methods for fighting corruption 
in the health sector). The key question is of course 
whether the project outputs and other results 
are likely to remain sustainable after the end 
of the IPA funding. In two thirds of the audited 
projects, the Court found problems related to the 
sustainability of certain individual outputs and 
other results. The sustainability of the benefits 
provided by the purchased goods was particularly 
at risk when crucial decisions were missing or 
the beneficiary had insufficient budget resources 
and was donor-dependent. The sustainability 
of governance-related projects was especially 
jeopardised by personnel issues made more 
difficult by the austerity measures taken by the 
Government of Serbia in the wake of the global 
crisis.

R.C.: Despite the positive tone in our report 
about the Commission’s commitment, there 
were many flaws in the execution of the 
projects. How did the Commission react to the 
ECA’s criticism?

Szabolcs Fazakas: The Court’s report says 
that, overall, the Commission is managing pre-
accession support to Serbia effectively, i.e. it has 
learned its lessons from the previous enlargement 
and followed the recommendations of the 
relevant reports of the ECA in this regard. It was 
important to underline that, thanks to the EU 
assistance, Serbia has started to implement social 

and economic reforms and is making efforts to 
improve governance in the country.  It is true that 
the report mentions a number of weaknesses 
regarding the design, the implementation and 
the sustainability of the projects. But the Court 
found that these deficiencies were in general 
from the first generation of IPA projects and 
had been largely corrected in the more recent 
projects. The Court’s report therefore provides the 
EU stakeholders with a balanced and fair picture 
of the EU action in Serbia. On the whole, the 
Commission reacted positively and welcomed the 
very concrete recommendations formulated by the 
Court. This was confirmed by the representative 
of the Commission who during the hearing in the 
CONT indicated explicitly the usefulness of the 
forward looking approach of the report.

R.C.: On the Serbian side, the ECA certifies a 
high absorption capacity at national level for 
the entire IPA scheme. Was this a surprise and 
contrary to expectations? What is the value 
of the ECA’s special report for Serbia’s future 
roadmap of reform?

 Szabolcs Fazakas: According to the consolidated 
financial data regarding the contracting and the 
payments of IPA funds, Serbia performs rather well 
in terms of absorption. This is not in contradiction 
with the fact that some individual projects audited 
by the Court were affected by huge delays, in 
particular large infrastructure projects such as the 
reconstruction of the Žežel bridge in Novi Sad.  It 
is clear to me that the observations, conclusions 
and recommendations of the Special Report 
may encourage Serbia to elaborate further and 
implement its roadmap of reform and to improve 
its preparation for accession. The Commission may 
and should capitalise on this report in order to 
improve the implementation of the IPA II as well as 
on the findings of our upcoming meta-audit that 
aims to analyse broader aspects of the IPA support 
in the Western Balkans.

Special report No19/2014  
EU pre-accession assistance to Serbia continued
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Electronic commerce (or “e-commerce) means 
buying or selling goods or services via the Internet. 
It is key to improving overall development and 
competitiveness, further developing the single 
market and speeding up European integration.  As 
small and medium-sized enterprises (SMEs) are still 
lagging behind large enterprises when it comes 
to making use of e-commerce, the Commission 
has placed increasing importance on the need to 
foster e-commerce developments, in particular 
through one of its flagship initiatives, the Digital 
Agenda for Europe (DAE). The European Regional 
Development Fund (ERDF) budget has devoted 
around € 3 billion to the promotion of information 
and communication technologies (ICT) uptake by 
SMEs during the programming period 2007-2013. 

Given this background, the audit wanted to find out 
whether the ERDF support to SMEs in the field of 
e-commerce was effective. To do so, it covered five 
Operational Programmes from the following four 
Member States: Greece (“Digital Convergence”), 
Italy (“Piedmont” and “Emilia-Romagna”), Poland 
(“Innovative Economy”) and United Kingdom 
(”Lowlands and Uplands of Scotland”). Altogether 
these accounted for € 1,6 billion (51 %) of the ERDF 
budget set aside for ICT-uptake by SMEs. 

The audit team examined whether these five 
Operational Programmes, developed by the 
Member States and approved by the Commission, 
were a good basis for efficiently supporting 
e-commerce measures for SMEs, whether the 
managing authorities selected and monitored 

Special report No 20/2014 
Has ERDF support to SMEs in the area of 
e-commerce been effective? 
By Margit Spindelegger, head of private office, and Naiara Zabala Eguiraun, team leader

e-commerce projects properly, and whether the 
e-commerce projects co-financed by the ERDF were 
successfully implemented and provided measurable 
benefits to the beneficiary SMEs.

The good news from the audit was that support 
from the ERDF to SMEs in the field of e-commerce 
did contribute to increasing the availability of 
business services online. The projects were, all in all, 
implemented smoothly and in accordance with the 
related applications. 

However, shortcomings in the monitoring made it 
impossible to assess to what extent ERDF support 
contributed to the achievement of national and EU 
information technology goals as well as to SMEs’ 
own development objectives. This was particularly 
due to the fact that managing authorities focused 
more on outputs than on results, at both selection 
and monitoring stages.

Concrete examples of shortcomings were:

• Selection of projects did not focus on 
maximising added value in terms of 
fostering e-commerce development in 
SMEs;

• Need for public financial support was not 
demonstrated;

• Indicators and target values were revised, 
frequently towards the end of the 
programming period;

This special report was published on 7 January 2015, followed by a discussion at the meeting of the 
Committee of Budgetary Control of the European Parliament on 21 January 2015 in the presence of 
Mr Oskar Herics, Member of the Court. 
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• Project results were often not measured at 
all or its reliability was not checked;

• Project impact on the development of the 
SME was unknown;

• Data fed into the monitoring systems were 
sometimes not consistent and/or reliable.

Therefore, the Court recommended, amongst 
other things, that the Commission should 
obtain consistent and reliable information 
from the Member States on performance. In 
particular, it should require Member States to 
define a minimum set of robust indicators with 
related targets and check the data entered 
into the monitoring systems accordingly. 
Moreover, wherever appropriate, a mechanism 
should be introduced which allows the 
adjustment of payments in the event of serious 
underperformance. 

The Commission welcomed the Court’s 
overall assessment and pointed out that some 
shortcomings were due to the legal provisions in 
the structural funds’ regulations applicable during 
the 2007-2013 period. It accepted all the Court’s 
recommendations with the exception of the 
recommendation to link, whenever appropriate, 
payments to performance. Here it argued that 
results of e-commerce projects could be influenced 
by external factors that could not be known 

in advance and that linking ERDF payments for 
e-commerce with results would be challenging.

During the meeting of the Committee of Budgetary 
Control of the European Parliament on 21 January 
2015, Mr Herics, responsible Reporting Member of 
the Court, emphasised the importance 

• of monitoring the actual project results and  
their impact on reaching EU and national 
strategies as well as SMEs development 
objectives; and 

• wherever possible, of linking payments to 
results. 

Zigmantas Balcytis, the Rapporteur Member of the 
European Parliament’s Committee on Budgetary 
Control, welcomed this emphasis on performance 
measurement and European added value and 
shared the Court’s view that a minimum set of 
robust indicators with related targets should be 
defined, measured and subjected to subsequent 
monitoring with a view to evaluating performance. 
He deplored the fact that result indicators had 
not been compulsory and was concerned of the 
deadweight effect of the funding. He agreed with 
the Court’s recommendations and emphasised that 
comparative indicators should be made conditional 
to the support. 

On 23 February 2015, the Special Report’s main 
findings, conclusions and recommendations will 
also be presented to the Council’s Working Party on 
Structural Measures1.

Given that the new European Structural and 
Investment Fund (ESIF) programmes 2014-2020 put 
a much stronger emphasis on results, the findings 
and recommendations of this Special Report are 
expected to have a considerable impact on the way 
the new Operational Programmes and monitoring 
systems are set up.

 

1 The Council’s Working Party on Structural Measures deals 
with the reform of European cohesion policy as well as its 
governance and implementation. It is composed of experts 
from each Member State. 

Committee on Budgetary Control meeting on 
21 January 2015 
From left to right: Thomas Obermayr, private office attaché; 
Oskar Herics, Member of the Court; Margit Spindelegger, 
head of private office; Naiara Zabala Eguiraun, team leader 

Special report No 20/2014 
Has ERDF support to SMEs in the area of e-commerce been 
effective? continued
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Le 20 janvier, quatre magistrats de la Cour des 
comptes française sont venus présenter le rapport 
public consacré à la grande vitesse ferroviaire : 
François-Roger Cazala, président de la section 
transports de la 7ème chambre de la Cour ; André Le 
Mer, chargé du secteur ferroviaire ; Arnold Migus, 
membre de l’équipe de contrôle ; et Paul-Henri 
Ravier, contre-rapporteur chargé du contrôle de 
qualité et du suivi des travaux. Ils ont été accueillis 
par Danièle Lamarque et Henri Grethen, doyen de 
la chambre 2, compétente dans ce secteur. Une 
réunion avec les auditeurs de cette chambre a par 
ailleurs permis aux deux équipes d’échanger les 
points de vue sur les contrôles entrepris dans ce 
secteur, et aussi les programmations respectives.

Ce rapport s’inscrit dans une série de contrôles 
de la Cour sur le système ferroviaire français, qui 
mobilise 13 Md€ de contributions publiques par an 
(6 rapports publics depuis 2008) ; il est en ligne sur 
le site de la Cour (www.ccomptes.fr), accompagné 
d’un communiqué en anglais.

La France a fait le choix de la grande vitesse, au 
détriment des trains à longue distance classiques. 
Mais le TGV, incontestable succès technique, connaît 
désormais des limites : plusieurs de ses lignes ne 
remplissent pas les conditions de pertinence  de la 
grande vitesse ferroviaire : relier deux bassins de 
population importants avec peu ou pas d’arrêts 
intermédiaires, sur des trajets d’une durée comprise 
entre 1h30 et 3h, avec une grande fréquence de 
circulation et un taux d’occupation élevé. La Cour 
dresse un bilan économique et environnemental 
en demi-teinte du TGV et relève la concurrence 

Les trains à grande vitesse français : un modèle 
porté au-delà de sa pertinence 
High Speed Rail: a model extended beyond its relevance
By Danièle Lamarque, Membre de la Cour des comptes européenne

croissante de nouveaux modes de déplacement 
(covoiturage, autocars) moins coûteux, aptes à  
séduire la grande majorité des  usagers (74%) qui ne 
prennent pas le TGV pour des motifs professionnels.

La Cour recommande donc que l’évaluation 
socio-économique des projets reste au centre du 
processus de décision, évitant les biais successifs 
qui conduisent à la construction de lignes non 
rentables : des hypothèses de trafic et de temps 
gagné trop optimistes, des collectivités locales qui 
poussent à la construction de lignes d’intérêt local 
en contrepartie de leurs contributions financières, 
des plans de financement trop tardifs, une 
rentabilité systématiquement surestimée.

Le coût de la grande vitesse n’est en effet plus 
soutenable : les investissements de construction 
sont de plus en plus coûteux, la rentabilité ne cesse 
de diminuer, et les nouveaux projets sont dans une 
impasse financière. Les solutions possibles ouvrent 
une série de débats. Réduire les dessertes de TGV 
et développer les trains régionaux entraîneront 
un transfert de charge de la SNCF vers les régions, 
et des correspondances plus nombreuses, peu 
appréciées de la clientèle. Rétablir la marge 
opérationnelle de l’activité grande vitesse impose 
d’augmenter les tarifs, et d’améliorer la productivité 
dans un contexte social sensible. La Cour formule 
plusieurs recommandations pour améliorer la 
pertinence et la rentabilité du modèle de la grande 
vitesse ferroviaire. Elle en effectuera le suivi dans ses 
prochains rapports publics, comme elle le fait pour 
tous ses contrôles.

De gauche à droite: P.H. Ravier, contre rapporteur, F.R. Cazala, 
Président de la section transport, A. Migus, membre de l’équipe de 
contrôle et A. Le Mer, chargé du secteur ferroviaire

H. Grethen, doyen de la chambre 2 et  
D. Lamarque, Membres de la Cour
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On the 15 December 2014, Louis Galea, ECA 
Member presented the ECA 2013 annual report to 
a joint session of the Public Accounts Committee, 
the Foreign and European Affairs Committee and 
the Economic Affairs Committee in the Maltese 
Parliament. Louis Galea gave a short overview 
of the Court’s findings, identifying spending 
implemented through shared management as 
the principal source of errors. He outlined the 
important role that national authorities play in 
ensuring increased accountability for results from 
EU activities, stressing that the focus should not be 
on absorbing funding but on achieving tangible 
results, ultimately leading to a better quality of life 
for citizens. 

Presentation of the ECA annual report 
in Malta
By the private office of Louis Galea, ECA Member

Louis Galea, ECA Member

On the same day, Louis Galea also participated in 
a Seminar organised by the National Audit Office 
(NAO) of Malta where he outlined the salient points 
of the 2013 Annual Report. Jacques Sciberras, 
head of private office and as team leader for the 
landscape review on accountability and audit 
arrangements (published in October 2014), gave 
a brief summary of the main observations of 
landscape review. 

Brian Vella, Assistant Auditor General at the Maltese 
National Audit Office (NAO), informed on the 
activities of the NAO related to the EU, their work in 
relation to the Contact Committee and the bilateral 
relations with the ECA, outlining possible ways 
forward for closer collaboration between the two 
institutions.  

Attendees at the seminar organised by the National Audit Office of Malta
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On 17 December 2014 Nikolaos Milionis, Member of the Court, 
presented the 2013 Annual Report to a joint meeting of the 
Special Standing Committee on European Affairs and the Standing 
Committee on Economic Affairs of the Hellenic Parliament. The First 
Vice-President of the Parliament, John Tragakis, chaired the meeting 
at the Hellenic Parliament and about 50 deputies participated.

The participants were particularly interested in references to Greece. 
Nikolaos Milionis analytically presented the annual report, focusing 
primarily on the areas of shared management which are more prone 
to errors, such as rural development and cohesion, and stressed the 
importance of achieving better results from the EU spending.

The First Vice-President of the House, John Tragakis, asked Nikolaos 
Milionis for an intensification of the cooperation between the Greek 
Parliament and the European Court of Auditors and emphasized 
the role of the ECA, with a view to strengthening the democratic 
legitimacy of the Union, bringing it closer to its citizens.

A similar presentation of the 2013 Annual Report was made on 
18th December 2014 in Athens in the premises of the Panteion 
University of Political and Social Studies to academics and mainly post 
graduate students. 

Presentation of the 2013 annual report 
in Greece
By the private office of Nikolaos Milionis, ECA Member

First row from left to right: Ioulia Papatheodorou, head of private office, 
Nikolaos Milionis, ECA Member, Ioannis Tragakis, Vice President of the Greek 
Parliament and President of the Committee responsible for European Affairs
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The evening was dedicated to a discussion with 
policy-makers, business people, professional 
statisticians, economists, researchers and university 
students of the opportunities, limitations and 
pitfalls of measurement.

At the EU level, statistical measurement plays a very 
important role in policy creation and monitoring. 
Walter Radermacher spoke as the Director General 
of Eurostat, a Directorate-General of the European 
Commission located in Luxembourg. Its main 
responsibilities are to provide statistical information 
to the institutions of the European Union  and to 
promote the harmonisation of statistical methods 
across the countries which cooperate under the 
European Statistical System. 

Using quotes like “Not everything that counts 
is countable”, “knowledge is power”, “If you 
can’t measure it you can’t manage it”, Walter 
Radermacher showed by means of a journey 
through day-to-day statistics the opportunities, but 
also the limitations, of measurement.

Decision making in the information driven society
By Rosmarie Carotti

The Bridge Forum Dialogue invited to this conference under the chairmanship of Gaston 
Reinesch, Governor of the Central Bank of Luxembourg and President of the Bridge 
Forum Dialogue on Monday 26 January 2015. The speaker was Walter Radermacher, 
Director General of EUROSTAT, Member of the Board and of the Executive Committee of 
the Bridge Forum Dialogue. 
26 janvier 2015

 
 
“Six sigma is widely used in management literature. 
It is about measuring in order to know how to 
manage the process. The assumption is that 
measurement is important and the pre-condition 
for sound management. But measurement alone is 
not enough for promoting growth“. 

From the private to the public sector 
management

Over the last 10-15 years, it was believed that it 
was enough to transfer tools from the private to 
public sector believing that the conditions in public 
government were the same. They are not because 
key performance indicators like profit do not 
apply in the public sector. However, elements like 
cost-benefit analysis and impact analysis - which 
are very deeply rooted with the assumption that 
measurement is possible in a meaningful and sound 
way – have been taken over.

What is the gross domestic product (GDP) ? Walter 
Radermacher started the explanation on the basis 
of Eurostat charts and the standard collection 
of statistical macroeconomic figures which can 
be found on the Eurostat page. To get real GDP 
figures it is necessary to dig deep, collect a lot of 
information, break up the indicators and make 
comparisons. Additional information is needed 
about expenditure, capital formation, distribution 
of income etc.. The method of portraying the 
society and the economy for national accounts is 
very complex. 

But from the beginning national accounts do not 
say which part is not counted. How to include in an 
enlarged GDP aspects such as social elements, well-
being, the environment, sustainable development 
in the different parts of the world? 

The interpretation of GDP leads to a permanent 
request to broaden the concept and to include 
everything. The broader the concept, the less 
controllable the figures and the less clear the 

Walter Radermacher, Director General of EUROSTAT

Key performance indicators (KPIs) are widespread 
in management literature but what is key, what 
is performance, and what is an indicator from a 
professional statistical point of view?

6σ
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message will be. However, a lot of work has been 
done over the last 20 years to include more 
and more details like, for example, the income 
inequalities between Member States.

What is measurement?

Measurement is a technology and technology 
brings with it risks and opportunities. What can 
be measured today was not measurable 10 or 15 
years ago. It is impossible to measure the future, 
fiction, clandestine things. Eurostat cannot measure 
unobservable things. The measurement would only 
be based on axioms and its quality so low that it 
would not be usable for political negotiations. 

On the other hand, when a measure becomes a 
target, it ceases to be a good measure. This is true in 
sports but also in politics. 

Of course, measurement should be based on 
science. Measurement is power. Information and 
knowledge are important for creating a democratic 
form of state. It is important that knowledge is 
shared with the citizens. This is the starting point for 
European statistics. They are asked to be absolutely 
impartial, which means that the citizen has the 
same right to access the data as a politician.

Measurement depends on culture. Control over 
and the interpretation of measurement depends 
on the culture of a society and the way things are 
measured influences the culture. For Europe it is 
very important that people can rely on measures 
which fulfil the objective of communication, 
otherwise political negotiations would never come 
to an end. The pre-condition for this is trust, and 
communication is based on trust.

Trust is a function of quality because in statistics 
quality means that the figures should not be 
politically driven but be politically relevant. They 
should be consistent with theory, and last but 
not least, they should be measurable, reliable and 
timely.

Complexity and reducibility

You cannot believe that nothing goes wrong when 
it can go wrong, says Walter Radermacher, and 
warns of the risk of moving from democracy to 
technocracy. 

 Everything is a model in statistics and the model 
is a reduction of the reality. Only if the model has 
the same size as reality then it includes all the 
details. There is a limit to reducibility and choices 
need to be made. These choices leave things out 
and put other things in. Each model in statistics is a 
manufactured product. That needs to be borne in 
mind. 

Statistics are based on convention. Eurostat’s official 
statistics are defined in such a way that it is based 
on a democratic decision process, ultimately giving 
the right to the Parliament to define how this 
product is produced in the light of transparency 
and accountability for the citizens. The European 
Commission is very much aware of that and only 
makes policies for areas where the figures are 
available and puts the emphasis on the short-term.

To conclude, Walter Radermacher called for 
politicians and citizens to care for statistics. He 
also highlighted wide-spread statistical illiteracy. 
That’s why Eurostat has now started along with 
the support of all statistical institutes in Europe, 
to prepare a European Master’s degree on official 
statistics. 
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A nordic model for EU affairs

Latvia will bring its governance model to the EU. 
Compared to the more centralized model we know, 
it allows for less formal co-operation between 
ministries. In a smaller country there simply are 
fewer barriers between citizens, administration and 
decision-makers and these advantages shall be 
transferred to the EU level.
There are three objectives of the Latvian 
presidency:  

- An engaged Europe

- A competitive Europe

- A digital Europe 
 
But Latvia is also faced with security problems. 
The recent terrorist attack in Paris has changed 
the situation in Europe. Security will get more 
public attention and the presidency will have 

Latvia’s EU Presidency
By Rosmarie Carotti

As of 1 January 2015 Latvia holds the presidency of the 
Council of the European Union until 30 June 2015.

On 21 January 2015 European Voice organised in Brussels the conference “Latvia’s 
EU Presidency: a common agenda”. Guests were: Zanda Kalniņa-Lukaševica, 
Parliamentary State Secretary for EU Affairs, Ministry of Foreign Affairs, Latvia; Andris 
Piebalgs, adviser to the president of Latvia and former European Commissioner for 
Development; Roberts Zīle, Member of the European Parliament. The event was 
moderated by Tim King, editor of European Voice.

to be ready and flexible enough to fully 
change plans, if needed. It also will have 
coordinate continuously its actions with the 
presidency of the Council. 

What does“ engaged Europe” mean? 

It certainly means a greater role in 
the global world which includes the 
development of the southern and eastern 
partnership, a free-trade agreement with 
Japan and possibly with Vietnam. There are 
then the trade talks with the United States, 
which are entering into the decisive phase. 

Latvia has always pleaded the cause of 
development to the European Commission 
and will keep doing so within the post-2015 
long-term global agenda on development. 
In fact,  long-term economic prosperity also 
depends on environmental sustainability.

Latvia wants to promote a “competitive 
Europe”

Europe needs to invest for a competitive economy.
The Latvian priorities reflect what the Juncker plan 
tries to deliver through his investment package and 
the European Fund for Strategic Investment. Against 
the risk that there might be disparities between 
countries because investors would like to see their 
projects in high-density, high-economy areas of 
Europe, the Juncker initiative wants projects to be 
based on merits and not on geographical location. 
Notwithstanding, there will be work of persuasion 
still to be done by the Latvian presidency in the 
European Parliament and in the European Council, 
where the proposal still needs to be discussed. 
The European Fund for Strategic Investment shall 
however be operational by the end of July 2015 (see 
page 2-3). 

Competitiveness requires a European energy union. 
Latvia aims at improving the energy supply system 

From left to right: Andris Piebalgs, adviser to the president of Latvia and 
former European Commissioner for Development; Tim King, editor of 
European Voice; Zanda Kalniņa-Lukaševica, Parliamentary State Secretary 
for EU Affairs, Ministry of Foreign; Roberts Zīle, Member of the European 
Parliament Affairs, Latvia
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in the EU by providing a better mix of energy. 
It also plans to push the co-ordination of the 
sources of energy and the inter-connection of the 
infrastructure. 

In the Lisbon Treaty the responsibility for energy is 
given to the Member States, but conditions have 
recently drastically changed. Also climate is affected 
by the use we make of energy reserves and climate 
change is a longer-term process which calls for 
timely action. 

The energy market needs to be regulated. These are 
the five principles of the energy union: 

- Security supply

- Infrastructure

- Price 

- Sustainability

- Solidarity.

Latvia wants to promote a digital Europe

Latvia passed e-signature legislation and is proud of 
its advanced digital system and very fast internet.

The proposal of a digital single market will be put 
forward by the European Commission and will open 
new opportunities for the digital economy, be it 
trade or digital services. The digital single market 
also leads the way to e-government. In using digital 
and electronic services it might be possible to 
have a more efficient government. Latvia believes 
that Europe should make more use of the digital 
opportunities in all fields.

In spring there will also be a proposal by the 
European Commission covering issues like data 
protection, property rights and digital taxation. This 
proposal will be debated in Riga in May.

The challenge is to keep people employed 
in Europe and the digital agenda improves 
connectivity. Good connectivity allows the 
provision of services to anybody, anywhere in the 
world.

What does the presidency bring for Latvia? 

Some people in Latvia may well fear the costs of the 
EU presidency and that decisions will be postponed 
at national level because politicians and civil 

servants will concentrate on Europe. However, the 
presidency will bring more visibility for Latvia.

The presidency is also a unique chance for 
Latvia to see the EU from behind the curtain. 
Creating a better Europe may also help to create 
a better Latvia, improve professionalism of public 
administration, foster tourism, bring new jobs and 
opportunities. 

The presidency certainly will raise public awareness 
in Latvia for the EU.
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The Court estimates that the average error rate for rural development 
expenditure in the past three years was 8,2 %. Member States’ control 
authorities did not detect the errors as checks are not exhaustive and 
are based on insufficient information. Some of the main causes of the 
errors are non-compliance with public procurement rules, suspected 
intentional infringements by private beneficiaries and non-compliance 
with farming commitments for area-related aid. The Commission and the 
Member States are only partially effective in addressing the main causes 
of the high error rate for rural development. The Court makes a number 
of specific recommendations for taking corrective and preventive action 
to address the widespread weaknesses at EU level.

In the 2007-2013 programming period, the European Agricultural Fund 
for Rural Development (EAFRD) provided support for restoring forestry 
potential in forests damages by natural disasters and fire, as well as for 
preventive actions. The Court’s audit concludes that the support was not 
sufficiently well managed and that the Commission and the Member 
States cannot demonstrate that the intended results were achieved in a 
cost-effective way. 

Preventive actions were not sufficiently targeted. The audit found actions 
which were not appropriate to achieve the objectives of the measure. The 
cost-effectiveness of the actions financed was not adequately ensured. 
Finally, the monitoring tools in place did not allow the Commission and 
the Member States to adequately assess the efficiency and effectiveness 
of the measure.
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Special Report N°23/2014 

Special Report N° 24/2014 

Errors in rural development spending: what are 
the causes, and how are they being addressed?

Is EU support for preventing and restoring 
damage to forests caused by fire and natural 
disasters well managed?

In March 2015 the ECA says: 
Hello to: 
Lazlo PUCH
Marcus VULLINGS
Ausra MAZIUKAITE
Agnieszka ADAMCZYK

Goodbye to: 
Danielle POTTIER
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Past editions of the Journal can be found on:
ECA’s website: http://eca.europa.eu/en/Pages/Journal.aspx
EU bookshop: http://bookshop.europa.eu
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