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MONDAY 2 FEBRUARY 2004 

________________ 

Present 

Bowness, L (Chairman) 
Lea of Crondall, L 
Maclennan of Rogart, L 
Northover, B 
Powell of Bayswater, L 
Tomlinson, L 
________________ 

Witness: Mr Robert Reynders, Member, European Court of Auditors, examined. 

Q174  Chairman: Mr Reynders, thank you very much for coming to give evidence to the 

sub-committee.  As you know, we are making an inquiry into European development aid and 

assistance, looking at and evaluating the reforms; looking ahead to the development of aid 

and foreign policy; also looking at the position of development aid post the Constitutional 

Treaty, if it happens; the effects of enlargement; the future of the ACP group; and possible 

budgetisation of the European Development Fund.  Clearly we cannot cover all those topics 

with you in the time that we have.  Before we move on to questions, is there anything that you 

would like to say from your position in the Court of Auditors, and perhaps explaining its role 

in the whole development aid process? 

Mr Reynders: Thank you very much, My Lord Chairman, for this opportunity to explain 

myself on the subject you have just mentioned.  I am also pleased that you have given me the 

opportunity to make some introductory remarks.  It is an honour for me to appear before your 

Committee.  I speak personally, because it has not been possible to discuss these topics with 

my colleagues.  I do not represent the Court and in what I say here I will represent only 

myself.  You also know that I have no professional responsibility for defining development 

aid policy.  As a member of the Court, I am principally involved in the audit of the European 

Development Funds.  As Lord Tomlinson knows, being a member of the Court means that I 
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am involved in the audit of the legality and the regularity of EDF transactions.  We always 

come after everything has happened, but sometimes that is very interesting.  I am also 

responsible for auditing the sound financial management of EDF resources.  As a result, you 

will understand why I told Ms Nelson that I was ready to deal with your questionnaire on two 

topics: whether the ACP grouping has a future and, secondly, the European Development 

Funds and the budget.  For the previous topics, I think it is better to see Commissioners Patten 

or Nielson.  These persons are much better placed to answer such questions.  However, I think 

that the ACP grouping and EDF and the budget are topics by themselves.  I have to confess 

that, with the short time I had at my disposal, I hesitated to appear before this Committee to 

answer these important questions.  When I told a friend that I was coming here, he spoke to 

me of Winston Churchill, who said, “There are three things in life that are almost impossible: 

to climb a wall that is leaning against you; to kiss a girl who is leaning away from you; and to 

appear before a committee of the House of Lords!”  I will stop there.  I can either follow the 

questionnaire or, if you have any other suggestions, I am in your hands. 

Q175  Chairman: I think that those two topics will be of great interest to the Committee. 

Mr Reynders: So does the ACP grouping have a future?  The ACP grouping was created 

40 years ago.  It developed into a partnership between ACP countries and the European Union 

on an equal footing – that is very important – also with the ownership of development 

policies.  I think that these were the two cornerstones of the story.  I think that we may say 

that it also realised an important acquis over the years, surpassing national interests.  One 

interesting aspect of this agreement – or partnership agreement now, Cotonou – is that it is not 

discussing on a national basis, but there are two blocs surpassing the national interest.  Also 

by using the long-term framework that is there, it is interesting for everyone to have a 

long-term view based on the many relationships existing between ACP countries and the EU.  

It is also, in the Cotonou Agreement and previously the Lomé Convention, the only collective 
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political co-operation existing in EU external relations.  Its future must be seen in the light of 

the budgetisation of the EDF.  You cannot disconnect these two aspects.  There is an excellent 

document on budgetisation of the Commission.  It is the document of 8 October.  It is a 

well-written document – a little plaidoyer pro domo, as we say, but at the same time it is one 

of the better Commission documents that I have read.  In this document the Commission 

clearly takes the viewpoint that budgetisation is a good thing; it has many more advantages 

than disadvantages.  Even if there are some risks, it is also the opinion of the Court and of the 

Convention that we should budgetise the European Development Funds, and that the best way 

to do it is from the year 2008 onwards.  I will come to that later.  Having accepted 

budgetisation, this immediately has an influence on the future of the ACP formula.  I think 

that the agreement can subsist as a principle, but a lot of things will have to be modified.  It is 

very clear that there is a political aspect in the ACP grouping, and there is also a financial 

aspect.  The financial aspect is explicit in terms of the financial protocol, which is the first 

annex to the Cotonou Agreement.  You have also the internal agreement; you have the 

financial regulation specifically for the EDFs.  All this can be abolished when you budgetise 

and can be replaced by regulation – such as the regulations which exist for MEDA, for Latin 

America, or for Asia.  Modalities in the agreement will have to be adapted following the 

abolition of these specific regulations which I have mentioned, and the creation of a specific 

regulation for the General Budget where, let us say, the aid for the ACP countries would be 

included.  I think that this is perfectly possible, however.  At that time this modified 

partnership, as far as I can judge, could even be used as an example for other kinds of help – 

for Latin America, for Asia.  Why not create a political platform of discussion and a mutual 

exchange of information?  I think that people cannot see too much of each other, even if there 

could be a certain waste of money.  I think that it is better to meet once too often than once 

too little – une fois de trop que trop peu.  That is my personal view on the matter.  However, I 
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have never attended a meeting at ministerial level.  In the recent past, the partnership made it 

possible to provide the ACP countries with help of almost two billion euros a year.  This was 

possible thanks to a very flexible EDF framework which provided the ACP countries with 

two particular benefits.  Firstly, it provides predictable allocations of aid, defined in the 

financial protocol on a five-yearly basis, to individual ACP countries over the multi-annual 

period of the European Development Fund concerned – always five years, I think.  Secondly, 

delays in commitments or payments do not result in a loss of funds, apart from serious 

exceptional cases.  However, every coin has two sides.  This flexible system made it possible 

for ACP governments to postpone difficult political decisions almost endlessly.  This is a 

creeping danger and it permits both parties not to take up their responsibilities.  This is not 

such a good thing, I believe.  Once you budgetise, you limit flexibility and you return to more 

budgetary orthodoxy.  In this case, I believe that this is a good thing.  Of course, there is the 

risk that there is not enough capacity-building in certain ACP countries.  When they have 

endless time to commit credits and to make payments on these commitments, even ACP 

countries with very little absorption capacity will be able to use the money.  If you move to a 

normal budgetary system, as it will be if you include ACP money in the General Budget, you 

will diminish flexibility, creating a problem for those African countries which do not have so 

much absorption capacity.  At that moment, both sides need to take up their responsibilities 

and, if there is not enough absorption capacity, you need to improve it; you need to give 

technical assistance; you need to do whatever is in your power to do.  Of course, this is 

theory; but you have to do it.  As I see it, there was a laisser-aller in this help, and it was 

considered and presented as a good thing.  This laisser-aller – which, giving it a positive 

name, is flexibility – gave too much room to these countries to do nothing to tackle the real 

problems and to take responsibility.  It was therefore easy for everybody.  I think that this 
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should come to an end, and I think that budgetisation is a good formula in order to arrive at 

that situation. 

Q176  Lord Powell of Bayswater: In the past, the Court of Auditors has been quite critical 

of aspects of Commission and EU spending.  Where does EDF rank in the hierarchy of 

offenders?  Is it towards the bottom?  Or is its performance actually quite good? 

Mr Reynders: I think that its performance is quite good.  The Court gives two declarations of 

assurance.  The Court gives a declaration of assurance regarding the General Budget – a 

General Budget of let us say 100 billion euros, and an EDF budget, let us say two billion 

euros.  We never gave a positive declaration of assurance for the General Budget, except 

some specific categories like resources or administrative expenses.  Fundamentally, for the 

two main categories of expenses – agricultural funds and structural funds – it was a negative 

declaration of assurance, because their error rate was too high.  In the years since I have been 

in the Court it has twice given a positive declaration of assurance regarding the use of EDFs, 

but there was one very important limitation of scope, namely that, for direct budgetary aid 

from the EU to the ACP countries, we said that we could not make a judgment.  It was not 

included in our positive statement of assurance because it was impossible for the Court to 

judge: we had no information about the state of the national budgets.  When I took over the 

ACP sector, I was astonished to see – as I told the CoCoBu,  the Budgetary Control 

Committee, a few weeks ago – that my auditors found that the legality and regularity of the 

transactions in the EDF framework were relatively high.  To find this in African countries was 

astonishing to me, but the rules of the EDF and its framework have existed for so long that 

they are applied well.  Everybody knows the system, there are many controls, and it works 

well.  Therefore, we gave a positive declaration of assurance.  Once you give direct budgetary 

aid, however, it means that this money no longer passes through the EDF framework; it goes 

directly to the national budgets of the ACP countries, and is then expended following the rules 
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and procedures of those national budgets.  This is a totally different story.  You have to know 

what is the quality of those rules and procedures.  This is becoming a very important topic 

because, in 2002, direct budgetary aid was about 25 per cent of total ACP aid, and this 

percentage will increase in the future.  It does not mean that I am personally against it.  On the 

contrary: I am in favour of it.  It is very important to tackle the real problems in ACP 

countries.  Perhaps we may dream, but I think that we should dream a little.  As project 

financing does the other 75 per cent, it has not really worked in fine over the last 20 years.  

There were many problems.  The rhythm of payments and so on was not right, and the final 

result, even if the evaluation of the project was fairly good, is that the overall situation in 

Africa is not good.  It is difficult to say what has been the role of EDF financing in the general 

situation in Africa. 

Q177  Lord Powell of Bayswater: Does the policy of de-concentration and handing out 

greater responsibility to Commission delegations cause you any concerns about controls? 

Mr Reynders: We are making a special report on the effects of de-concentration.  The Court’s 

report will be published in about September/October of this year.  The Auditors have already 

been to some countries to make their audits on the spot, therefore, and I have spent some time 

in Mali.  First of all, the resources are indeed given to the delegations, to speed up the 

transactions, to improve the quality of the programming and the execution of the aid, and also 

to increase the robustness of the transactions, of the regulations.  The resources are there but it 

is too early to say if this will work in practice.  There may be some teething troubles at the 

beginning, but we have the impression that it will work.  It is too early to say, however.  In 

most of the delegations it started only during 2003, so it is too early for us to say.  There are 

some positive signs.  I also know that an evaluation exists, which was published in December 

last year, about de-concentration.  I believe that it was carried out by a team of auditors or 

evaluators from Relex, DEV and AidCo, with perhaps some input from the private sector.  
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This was more favourable and gave a positive view on the results; but we believe that it is too 

early to say. 

Q178  Lord Powell of Bayswater: But you are satisfied that there are adequate internal 

controls in place for handling this money by Commission delegations? 

Mr Reynders: Absolutely.  These are in place.  The guidelines that have to be applied are in 

place.  Sometimes there is a problem of language.  For instance, in Kenya they existed in 

French and not in English, and vice versa in a French-speaking country.  This is a detail, 

however.  I think that the 24 standards of internal control will be in place, but it is also a 

question of filling the posts.  That is a difficulty.  In theory, you can say that all of this will be 

done, but you have to find the qualified people on the spot.  That is a real problem.  However, 

AidCo is aware of that problem and they have to tackle that.  It is not an easy one. 

Q179  Lord Lea of Crondall: I would like to follow up what Lord Powell has been asking.  

To be a bit provocative, aid fatigue is now partly bound up in the picture – that all the money 

went into Bokassa’s diamonds, et cetera.  There have been these Kinnock reforms of 

management audits going with the money from the beginning, rather than sweeping up at the 

end – which I think is roughly what the European Court of Auditors does.  Can you tell us a 

little more about how you do control that the money is spent on what it is supposed to be 

spent on in a typical African country? 

Mr Reynders: We, as a Court of Auditors, do two things.  We make our annual report and we 

make special reports.  Let me speak first about the annual report.  Essentially, we do a lot of 

work for the declaration of assurance.  For the year 2002 we have, in Brussels, taken about 

45 transactions at random, to look at the legality and regularity of them.  It was essentially at 

the level of payments – also commitments, but essentially payments.  The results were fairly 

good.  Then we went to five or six ACP countries, more or less taken at random.  In these 
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countries we took seven or eight transactions – let us say the most important transactions, or 

in the domains where, after risk analysis, we had a presumption that there was risk.  The first 

sample in Brussels was at random, the second one was risk-based.  In each of the six countries 

we applied the same analysis of legality and regularity to these transactions and, again, it 

came out with a small error rate.  When you look at the transactions, it is a way of looking at 

the systems.  You look not only at the transactions; at the same time you look at the systems 

through which these transactions flow.  We observed that in the six countries the systems 

were well constructed and we had few criticisms of them.  These were observations from the 

auditors on the spot.  What more can you do?  I think that the whole administrative reform is 

going in a good direction.  I am instructing my auditors to look much more into the systems, 

to see not only if the 24 standards of internal control are in place in Brussels but also in these 

countries.  We are looking more and more into the systems and less into the transactions.  

Looking at the transactions was already, to a certain extent, to see the strength of the systems.  

However, we should be looking less at transactions and, more and more, to see if the 

standards of internal control are in place.  I will not speak of single audit.  It is evident that, as 

a Court, you cannot do everything.  You must therefore look at the internal control systems.  

You must use the work of other auditors in the internal audit service, or the audit capacities of 

the DGs concerned, if they are doing their job it means that they are themselves ensuring that 

the internal control of all the DGs are working well.  We are then going in the right direction 

and, with 10 or 15 auditors, you can do the work to see if it is okay.  That is the way we are 

going.  It is like a tanker – you have to move at Commission level.  Even in the Court, 

however, there are auditors who are 50 years old, who for 10 or 12 years have become used to 

working in transaction-based systems.  You now have to say to them, “Go more to a system-

based audit”. 
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Q180  Lord Tomlinson: You posed this question of budgetisation to us.  Looking at the 

figures we have already received, if you look at the EDF about 90 per cent of the budget is 

poverty-focused.  You get to the EU budget and only about 45 per cent is poverty-focused – 

because you get these wider, more confusing political objectives.  Are you satisfied that you 

will be able to measure the cost-effectiveness of aid as clearly for the EDF operations that you 

do now were they to be budgetised?  If you look at the paper Reform of the Management of 

EU External Assistance that has been produced by the Commission, although they make great 

play of the fact that they are improving the latent commitments – payments are getting closer 

to commitments – the cumulative figure is still getting bigger each year.  The excess of 

commitments over payments year by year since 1999 has been 2.6 billion, 3.2 billion, and 

then 0.26 and 0.76.  But it has now gone up provisionally in 2003 to two billion again.  How 

will you measure cost-effectiveness in a way that will persuade the European taxpayer that 

that is an improvement in the efficient use of their resources? 

Mr Reynders: I think that the best thing that can happen for the European taxpayer is more 

transparency, simpler procedures, and I am convinced that budgetisation will be tremendous 

cost-effective.  Because you budgetise ACP aid – and if today it is 90 per cent poverty-

reduction targeted – then it will stay that way.  This should not change because you budgetise.  

I have thought a lot about budgetisation recently, because we have said in the Court’s last 

annual report that budgetisation could be a solution for the problems we have mentioned.  It 

was difficult to get that through the Court.  The Court took the position previously that we 

should not be involved in politics and we should not speak about budgetisation.  I understand 

that position by a lot of colleagues but, the more I think about it, the more I have said, “Please 

let’s budgetise” – for all the reasons mentioned in this document but also for the people in the 

field.  There are presently two accounting systems: one for the General Budget and one for 

EDFs.  In the field, there are two kinds of procedures, regulations and guidelines.  It is a great 
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deal of work.  If you look at the tables of statistics in the recently published annual report for 

2003 – that is, the annual report on the Commission’s external aid – they are very complex, 

because all the time they have to add the General Budget with ACP aid.  And that is only one 

aspect of it.  It is not only at delegation level.  There is a dual system, which is at the root of 

the high costs in the delegation.  Not only that but the ACP countries themselves have to have 

the capacity to deal with two systems.  Please let us abolish one of these systems if we can. 

Q181  Lord Tomlinson: If you budgetise it, with that accumulation of 10 billion in the last 

five years of commitments, will not a large number of those commitments just be cancelled? 

Mr Reynders: That is a political problem. 

Q182  Lord Tomlinson: But that will be the budget rules. 

Mr Reynders: Not necessarily.  You can budgetise those 10 billion of resources not 

committed yet.  From the point of view of administrative efficiency, this would be the best 

solution. 

Q183  Lord Tomlinson: If they are not committed. 

Mr Reynders: As I see it, you should not create a tenth EDF.  From a legal point of view, the 

ninth EDF runs until March 2005.  However, if you look at the financial protocol, it says at 

the same time that it covers the period up to 2007.  There is a legal discussion there.  It runs to 

2007 because it has taken up a lot of outstanding money from the seventh and eighth EDFs.  

So, even from a legal point of view and the need to create a tenth EDF from March 2005 

onwards, you could say, “Why should we do that?  We know that we will budgetise from 

1 January 2008.  Why not extend the existing ninth EDF for two years?”.  This should be 

discussed with the ACP partners, of course.  For me, however, that is a logical approach – but 
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who am I?  It is an auditor’s point of view – or of someone who really wants to diminish 

costs.  This would be a logical approach to the problem. 

Q184  Chairman: You talk about legality and regularity.  That is not the same thing as 

quality of spend.  To what extent are you checking on the effectiveness of aid in your 

operation, or do you leave that to the evaluation service? 

Mr Reynders: We have looked to sound financial management of the EDFs.  The question of 

effectiveness then arises.  We did that with for infrastructure expenses of EDF and we reached 

the result that effectiveness could be improved.   

Q185  Chairman: So in general terms you are very positive about regularity and legality, but 

you cannot actually say very much about effectiveness.  

Mr Reynders: No. 

Q186  Chairman: That would have to be for the evaluation people. 

Mr Reynders: Not only, also for the court. 

Q187  Chairman: Perhaps we could now have five minutes on the other half of your 

presentation? 

Mr Reynders: Many things have already been tackled. 

Q188  Chairman: You are content?  You do not have anything else that you wanted to add 

on ACP or budgetisation? 

Mr Reynders: I will just look at my notes.  On question (b), when you make a comparison 

between ACP countries and Bangladesh and India, this is a long story.  I think that you are 

right – there is more help going, but it is not the real problem that we are facing today.  I will 
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pass over that.  Also, EDF and EU aid is only a small part of the overall aid for these 

countries. 

Q189  Lord Lea of Crondall: You mentioned earlier in your presentation that you rely 

tremendously on the quality of the administrations of the recipient countries.  I think you said 

something like that. 

Mr Reynders: No, only for direct budgetary aid, which is a new instrument that is developing 

fast.  All EDF help is going through the EDF framework, based on a national authorising 

officer.  So you need the input of national administration.  What I was saying, however, was 

that, for this new instrument – direct budgetary aid – this does not go, so to speak, through the 

EDF framework; it is money that is given to the national budget of the country concerned, and 

then it takes the form of expenditure following the rules and norms of the national budgets. 

Q190  Lord Lea of Crondall: Yes, but you cannot follow that in the same way. 

Mr Reynders: No, we cannot follow that.  We do not want to follow that so to speak. 

Q191  Lord Lea of Crondall: Why do you not want to? 

Mr Reynders: Because it is impossible.  I think that this is an important question for the 

future, not directly linked to the ACP group but a topic on which we are making a special 

report to be published at the beginning of next year.  I discussed it at length in the last 

CoCoBu meeting with Commissioner Nielson.  It is a very important topic because the 

Commission, before giving that direct aid, must have a picture of, let us say, the quality of 

management of these national budgets.  The Commission cannot do this alone.  It works on it 

with all the donors worldwide – also with DfID.  It is working with the World Bank and IMF.  

This is good, because you must have a co-ordinated approach to it by all the donors.  To have 

a view on the quality of management of public funds in these countries involves an enormous 
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amount of work – because it goes from making the budget through to the control, two, three 

or four years later, by the supreme audit institution in each country.  To analyse and to have a 

good idea of what are the control systems in all of these countries – not merely theoretically 

on paper but also in reality – involves enormous work.  I think that the donor community has 

to work together to get all the information – and only one piece of information from all the 

countries, because it is impossible for countries to give different information to DfID from 

that which they give to the EU and to the World Bank. 

Q192  Lord Lea of Crondall: Do you think that you could have a staff of auditors for some 

of these countries or something?  

Mr Reynders: They are working on that, to have a co-ordinated approach.  I think that it is 

working relatively well, because all of the donors are aware that, alone, they are not able to 

have good insight into the quality of management of public funds in these countries.  It is 

impossible; it is too complicated.  I think that, for once, there should be a co-ordinated 

approach. 

Q193  Baroness Northover: You say that under EDF there is greater flexibility.  Could you 

give me an example of what kinds of projects are now in place which would not be in place 

under budgetisation? 

Mr Reynders: I cannot answer that.  I have no concrete examples.  There are many, however.  

Under all the EDFs, you have seven or eight years in which de facto to commit, and you can 

pay endlessly.  There are still resources in the sixth EDF that are not yet committed, 15 years 

later.  That is what I call flexibility – and there is no sanction.  But the money is not lost; the 

money is there.  Since you know that the money is there, there is no impetus to take the 

necessary decisions to take up the money. 
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Q194  Baroness Northover: It is not a particularly useful flexibility? 

Mr Reynders: As I have said, there are advantages and disadvantages to this flexibility.  At 

the beginning, I was for this flexibility.  If you had not had it, these countries would have 

picked up less money than they have.  When the ninth EDF was created in March 2000, it was 

about 15 billion, with 10 billion coming from the previous EDFs.  Ten is the difference 

between what was available and what has been paid. This 15 billion and 10 billion, making 25 

billion, should have been used from March 2000 to March 2005, legally, or March 2007 de 

facto.  Seven years, and 25 billion divided by seven makes 3.5 billion.  Where are we today?  

We are far from 3.5 billion a year.  You have no pressure to commit and to pay. 

Chairman: Thank you very much for coming, Mr Reynders, and for giving us your time. 


