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Abstract 

Structural instruments or funds are financial means with which the European Union tries to remove 
economic and social disparities among regions in order to achieve socio-economic cohesion. 

Structural funds were implemented in Romania in 2007 and are similar to the funds before joining the EU 
(Ispa, Phare, Sapard) in that they provide non-reimbursable funding. They are granted on the basis of 
development programs eligible for such funding; these programs have to include precise targets and 
measures to be reached. 

According to the balance sheet for the 2007-13 budget published by the European Anti-Fraud Office 
(OLAF), 566 submitted projects are suspected of fraud and the total prejudice is believed to be about € 
1.3 million. 
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Introduction 

Although a strategic investment policy, regional policy aims to stimulate the economic growth 
of all regions and cities in the European Union and to improve the quality of citizens’ life. 
Regional policy is also an expression of solidarity, meant to emphasize support for less 
developed regions. 

Regional policy benefits from most of the EU budget for 2014-2020 (€ 351.8 billion out of a 
total of € 1.082 billion) and it is therefore the EU’s main investment instrument. (European 
Union, 2016). 

The resources that are used to fund strategic transport and communications infrastructures 
favour the transition to an eco-friendly economy; in order to help small and medium-sized 
enterprises (SMEs) it needs to become more innovative and competitive, to create new and 
sustainable jobs, to consolidate and to modernize education systems and, last but not least, to 
build an inclusive society. 

Following these steps, regional policy becomes a catalyst for additional public and private funds 
because it does not only force member states to co-finance projects in their national budgets, but 
also helps to build investor confidence. For the period 2014-2020, the national contribution and 
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the leverage effect of the financial instruments, if taken into consideration, could make the 
global investment impact reach over € 500 billion. 

The Main Categories of Funds Included in the Regional Policy 

The structural funds consist of two main categories, namely: 

o European Regional Development Fund (ERDF); 

o European Social Fund (ESF). 

These funds are intended to invest in economic and social restructuring, aiming to reduce 
development gaps among European regions, such as infrastructure and employment. 

The structural funds and the European investment funds consist of three major categories, 
namely: 

o Cohesion Fund; 

o The European Agricultural Fund for Rural Development (EAFRD); 

o European Maritime and Fisheries Fund (EMFF). 

The Cohesion Fund refers to investment in transport networks, but it also includes 
environmental projects. The EAFRD is aimed at helping rural areas to achieve a more eco-
friendly, but more solid and innovative agricultural sector, while EMFF aims to promote fishing, 
but also sustainable and competitive aquaculture. Each of these funds contributes in its way to 
the implementation of the objectives of the Europe 2020 strategy, the European strategy for 
growth and employment. 

The European Union Solidarity Fund (EUSF) was created in the summer of 2002, as a result of 
the serious floods affecting the countries of Central Europe. The EUSF benefits from an annual 
budget of € 500 million, being one of the stable EU funds. 

If a fund represents the expression of European solidarity towards the regions affected by 
disasters, that fund is the EUSF. Natural disasters can have serious repercussions on living 
conditions, on the environment and on the economy. The European Union can respond quickly, 
efficiently and flexibly through this fund to help any member country (or candidate countries). 
This fund complements national efforts to cope with cleaning and rebuilding infrastructure or 
temporary shelters. 

 “The EU Solidarity Fund provides financial aid to all EU regions affected by major natural 
disasters”. (EU Solidarity Fund, 2017) 

In order to restore the Emilia Romagna region in December 2012, a huge sum was paid out of 
the Solidarity Fund. 

Italy was granted €670 million from this European Union fund due to the earthquakes that took 
place on 20 May 2012 in the Emilia Romagna region. This amount was used for the recovery 
operation, as the earthquakes reached a magnitude of 5.9 on the Richter scale. These 
earthquakes had a series of aftershocks that were also felt in the neighbouring regions, Veneto 
and Lombardy. 

As a result of these disasters, there were 27 deaths, about 350 injured people and more than 45 
000 people evacuated. The buildings, infrastructure, businesses, industrial facilities, agricultural 
holdings and the rich cultural heritage of the region suffered serious and extensive damage. 

Much of the amount was earmarked for emergency relief operations, but also for rescue, as well 
as for temporary shelters. 
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As a first step, € 292 million was earmarked for an immediate restoration of education and 
health facilities and for the repairs of the electricity and water systems. 

For the 2014-2020 period, 274 regions of the European Union are targeted by the regional 
policy. 

 

Fig.1. The effects of the earthquake in Emilia Romagna region in 2012, Italy  

 

Other successful projects financed by European Union funds are: 

o Beacon, United Kingdom - Developing organic products for a low carbon economy 
(Fig.2.);  

Fig.2. Example project funded by EU funds in UK 

o Trolleybus network, Gdynia, Poland - Improving the quality of life through sustainable 
public transportation (Fig.3.); 

 

Fig.3. Example project funded by EU funds in Poland 
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o Research and Monitoring Centre for Infections in Lyon, France (Fig.4.); 

 

 

 

 

 

 

Fig.4. Example project funded by EU funds in France 

o Art on Chairs, Portugal – Increasing the competitiveness of the region through innovation 
in SEMs (Fig.5.). 

Fig.5. Example project funded by EU funds in Portugal 

Types of Fraud 

According to Article 274 of the Treaty of the European Union, the budget is carried out by the 
Commission on its own responsibility, taking into account the principles of sound financial 
management. The Member States of the European Union must communicate with the 
Commission in order to ensure the use of appropriations in accordance with the principles of 
sound financial management. 

Even if irregularities are made unintentionally or knowingly (fraud), the incurred expenditure 
cannot be part of the Community budget. 

Types of fraud can be classified both according to the specific circumstances and the 
environment in which an organization operates.  
Fraud is divided into three categories, by means of which areas vulnerable to fraud can be 
identified: (OJ C 316, 27.11.1995, p. 49) 

1. Intentional manipulation of financial statements (e.g., incorrect revenue reporting); 

2. Any type of misappropriation of tangible or intangible assets (e.g., fraudulent refunds); 

3. Corruption (e.g., bribery, manipulation of bidding procedures, non-declaring conflicts of 
interest, misappropriation of funds). 

Committing fraud is based on three reasons, which are summarized as a “triangle of fraud” (Fig. 6): 
opportunity, rationalization, and financial pressure. 
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Fig.6. Fraud triangle 

a. Opportunity refers to a person who, even if he/she has a reason, he/she must also have an 
opportunity. 

Opportunity can be generated by the deficient internal control system. The weaknesses of this 
system relate to: 

o supervision and review; 

o separation of functions; 

o approval by the governing bodies; 

o system control. 

If controls are not carried out or if these controls are not taken into account by authorized 
persons, fraud can occur. 

b. Justification occurs when a person can justify his/her acts, such as “it is fair to do this - I 
deserve this money” or “They are in debt to me”, “I just get a loan - I will refund it.” 

c. Financial pressure, incentive or motivation: the factor “need or greed”. 

Avidity through its mere presence can often be a powerful reason. 

Fraud Prevention by Means of the Common Strategy 

The year 2009 brings to the fore a new objective, namely, the EU wants to help the authorities in 
managing the structural funds, giving them a “package”, referring to various aspects that 
emphasize fraud. 

The strategy has the following objectives: 

o to strengthen the risk assessment of fraud; 

o to introduce new productive guidelines for member states regarding fraud detection; 

o to ensure greater support to member states, on fraud prevention and detection; 

o to increase awareness level of fraud in the Member States. 

The objective of productive orientation to fraud detection also contributes to fraud prevention, 
with the Commission drawing up an informative note on fraud indicators, so member states can 
build on their knowledge of fraud systems as well as indicators of fraud. 
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Within the structural funds management system, Member States are considered to be primarily 
responsible for the establishment of management and control systems, they must comply with 
Community requirements, verify the effectiveness of the system by audits conducted by 
designated bodies in order to prevent, detect and correct the irregularities of fraud. 

Management authorities have the task of preventing fraud, discouraging such practices. Anti-
fraud strategies are successful if they are a combination of the efforts of managing authorities 
and auditors. The purpose of these authorities is to reduce the opportunity items in the fraud 
triangle. 

Reducing the opportunity has a main mechanism, namely, solid internal control, which involves 
supervision and revision, but also the separation of functions. 

Managing authorities need to acquire enough knowledge about fraud indicators and be well 
aware of the obligation to report irregularities and suspicions of fraud. 

But not only managerial authorities need to pay enough attention to these irregularities, but also 
Member States must be very careful about suspicions of fraud. 

Fraud indicators are the following: 

o deadlines are not met on time, inefficient methods for controlling procedures being used; 

o the winning offer does not have a much lower price than the next low-priced offer; 

o most of the offers are open in advance; 

o bids that exceed the deadline are accepted; 

o the bidder who makes the application after the deadline is the winner. 
 

Since 2008, several Commission departments have co-operated in implementing a fraud 
prevention strategy involving structural funding, which is considered an example of good 
practice. In addition, several Commission departments have adopted their own fraud prevention 
strategies (e.g. departments that deal with information society, media as well as research and 
innovation). 

OLAF - The European Anti-Fraud Office collects data from its own operations and from many 
other sources. These include (OLAF, 2017): 

o Commission audits; 

o the Court of Auditors’ reports; 

o national partner authorities; 

o open sources, such as the Internet, press articles and public registers; 

o commercial sources. 

OLAF shares some of this information through the Irregularity Management System (IMS). The 
IMS contains details of fraud and irregularities in the use of funds managed by the Commission 
and national authorities, for example in: 

o financing of agricultural policy; 

o structural and cohesion funds; 

o funds to help countries prepare for EU membership (pre-accession funds) 
(http://ec.europa.eu/anti-fraud/home_en). 

The IMS is open to all Commission departments based on the need for knowledge. The main 
uses of the IMS are (Miron, 2005): 
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o analysis and reporting (e.g. annex to the Commission’s annual report on fraud); 

o preparation of audits; 

o decide whether to sign the accounts of previous operational programs. 

OLAF communicates its findings to the EU institutions and bodies for monitoring. Authorizing 
officers may exclude unfair applicants from EU funds or suspicious flagging. They do this on 
the basis of (AFIR, 2015): 

o the findings of OLAF investigations, 

o audit findings of EU institutions and bodies; 

o reports on irregularities detected by Member State authorities and organizations (e.g. 
international organizations) implementing EU expenditure programs. 

Conclusions  

o Any natural or legal person can benefit from European funds if it meets the conditions of 
accessibility. Many of those who access such funds have difficulties in running the projects 
they started as they do not meet deadlines and lose funding. 

o Some of the applicants reach the stage of looking for fraud methods, and, as a result, the 
typology of these practices has expanded and the number of cases of corruption and fraud 
has grown year by year. 

o The EU’s financial interests are protected by the anti-fraud department, which carries out 
intense work in this respect, and cooperates with the authorities of the Member States to 
combat fraudulent practices. 

o Every year, competent authorities are investigating more and more cases of fraud and 
recovering billions of € to the EU budget, which are subsequently used for anti-fraud 
programs to combat and prevent European funds. 
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