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Dear participants and speakers,

Ladies and Gentlemen,

I. Introduction

I am delighted to have the opportunity to give the final conclusions on this European Fraud Conference 2011. First of all, I would like to congratulate the organizers for the wonderful programme and the first-rate speakers they have gathered here in Brussels.

When I study the programme, I notice once more how diverse the fight against fraud actually is. On the one hand for instance the UK Bribery Act has been discussed during this seminar and on the other hand, Healthcare Fraud, Fraud in the European Union and Russia and the use of internet investigation has been discussed as well.
And, of course, every time the same question arises: how can we minimize the opportunity for fraud and corruption, which are catch all concepts. Indeed, we have to tackle abuse; the repressive character is an absolute requirement. But as long as this aspect dominates the fight against fraud, I think that both the government and the private sector will fail to achieve an important social goal, notably the creation of a framework which minimizes the possibility to commit fraud in all its facets. After all, the social cost of fraud is immense.

II. Social Cost of Fraud
The National Bank recently published a study devoted specifically to the size of the black economy in Belgium. The method of calculation used by the National Bank is comparable to the methods used in other European member states and is supported by Eurostat and the European Court of Auditors.

The National Bank concludes that the black economy in Belgium is about 3.8% of the GDP or about 12,9 billion euros. Assuming a government seizure of 48%, this means that the black economy amounts to a yearly loss of income worth 6.4 billion euros for the State and the Social Security System. This is an example to stress the immense amount even for a small country such as Belgium.

The crucial question is: how can we achieve better fraud prevention? I intend this to be very broad and particularly to have a cross-border character: not only territorially, but also cross-border between the public and private sector, between employers and employees, etc.

Therefore, I would like to pursue the matter of the, to me, essential building blocks for effective fraud prevention.

III. Building blocks for effective fraud prevention

A. A cross-border approach

The first basic building block in a good framework for fraud prevention is the cross-border territorial cooperation. Particularly for fraud prevention, no borders should exist in a united Europe. As the Secretary of State who is competent for the fight against both fiscal and social fraud, I think that in the past few years international cooperation between the different fiscal authorities has progressed considerably. Also the cooperation between the different services for social inspection has made important progress in the fight against social fraud. 

Concerning international fiscal cooperation, Belgium has made a great effort to conclude new double taxation treaties that lead to a better exchange of fiscal information in accordance with the international requirements of the OECD model treaty. In addition, we have made a great effort to adapt the existing treaties. From the beginning of 2009, we have started negotiations with over 130 countries on this matter. We have already concluded proposals for an agreement with 68 countries in the meanwhile.

Furthermore, we have used the Belgian presidency of the EU in the second half of last year to force a breakthrough in the matter of administrative cooperation on the fiscal level. 

At the European Ecofin Council of 7 December 2010 a political agreement was achieved on a directive concerning this matter. That directive has come into force in March of this year. The directive obliges every member state to appoint an authority that is competent for both the automatic data exchange and the spontaneous data exchange in case of possible fiscal fraud. This creates, together with Council Directive Number 24 of 2010 concerning mutual assistance for the recovery of claims, a framework to fight fiscal fraud at the European level.
The fight against social fraud urgently needs more international cooperation as well. This is the only way the abuses of the free movement of services and employees can be fought more efficiently. The labour inspection services have the greatest difficulty to trace and punish cross-border fraud concerning secondment. The construction and meat processing sectors deal with secondment constructions. Within the transport sector bogus self-employed workers, postbox companies, etc. are used. 

In this context, the further execution of the EESSI-project has absolute priority. EESSI stands for Electronic Exchange of Social Security Information. The basis for that project is a Regulation of 2004 regarding the coordination of the social security systems. As a consequence of this regulation, about a hundred European paper forms should be replaced by electronic documents by the 1 May 2012.

Belgium has also used its presidency of the European Union to intensify European cooperation at justice and police level. Our country, among others, took the initiative to implement the 'European Investigation Order'. This enables the national judicial authorities to, among other things, request information more quickly and smoothly from banks that are established in a different member state. This is of course very relevant for financial investigations with an international dimension.
In this context, it is important to note the action plan that the European Commission has drafted in April 2010 implementing the so-called 'Stockholm Programme' to improve the fight against economic crime and corruption. 

For instance, thanks to this action plan, a European strategy for financial investigation, financial analysis and crime analysis has to be elaborated by 2012, in which Europol can play an important role as international police organization.

Furthermore, by 2012 an investigation should be conducted into the necessity of further measures to improve the transparency of legal entities, judicial constructions and trusts, with the goal to identify the beneficiary owner.

Still implementing the previously mentioned action plan, a durable institutional framework for 'FIU.NET', the network of the financial intelligence units of the EU, needs to exist by 2013. And in 2012 at the very latest, guidelines have to be elaborated for the creation of new instruments concerning the recovery of the profit from crime. 
An example of such a new instrument is a national registry of bank accounts. I can already tell you that Belgium, spurred on by me, has not waited for these guidelines to establish a central contact point in the National Bank of Belgium, where taxation services, justice, police but also the Financial Intelligence Units of the EU can request banking data under strict legal conditions. It is currently being elaborated in a working group.

B.  A good internal control system
A second building block for a good framework for fraud prevention is the tightening of the internal control or organization management in both the public and the private sector.

After all, a house with  good foundations has less chance to collapse like a house of cards. Parallel to a good internal control system, there has to be a good internal and external audit, of course.

I am aware that companies have evolved much further than governments concerning internal control and internal and external audit. However, I think there is still room for improvement in the private sector as well. It is for good reason that a discussion started about the nationalization of the profession of auditor. I myself ask an accountability of the professionals who deal with numbers, especially those who have a social function such as auditors, in the fight against corruption and fraud in the private sector. This fight starts with a critical attitude towards internal control, internal audit and risk management. Sometimes, there is just too little of it.

There is a lot more work to be done in the public sector. However, in recent years many countries have started the elaboration of an internal control system and internal audit in several public services.

Still, internal audit services can only fulfil their role if they can count on an effective accountancy system, which the government sector often lacks as we have experienced in the recent crises.

C. Governance and behavioural risk management

This has been discussed during this conference as well, in the sessions about risk, ethics and compliance: the psychology of fraud and corruption. I think that dealing with this in the governance of a private or public company is one of the greatest challenges of the near future and therefore the third building block for effective fraud prevention. Particularly when 'the good people who do bad things' are top managers, because then things will go horribly wrong, as we have experienced in the past decade.

In the wake of the big company scandals at the start of this century, such as Enron, we have seen the rise of many new regulations, such as Sarbanes-Oxley. This is happening now as well, as a reaction to the banking crisis. All new regulations such as Basel III, the Dodd-Frank act... have the great disadvantage that they are mostly 'form-over-substance' and do not necessarily lead to 'good behaviour'.

The big challenge is of course the transformation of traditional 'management control' to a 'behavioural top management control'. A challenge for every one of you. Changing human nature is impossible, but it is possible to create a framework that encourages good behaviour.

Hence the importance of whistle blowing, Bribery Acts and so forth. The attention this conference accorded to this subject was therefore completely justified.

D. Logistic optimization and centralization with more cross-border cooperation
As the fourth building block, an efficient fight against fraud requires optimal logistics, centralization and more cross-border cooperation. In the first place, this means that effective aids should be present such as various ICT systems and applications that, for instance, facilitate and improve the linking of databases. More investment in this is an absolute necessity.

Yet an efficient fight against fraud also requires centralization. It is the first time that a member of the Belgian government has been responsible for the coordination of the fight against fraud in this now and for sometime already resigning government. To fulfil this mission, I have established two institutions: on the one hand a College composed of first-rate officials of social, fiscal, economic, political and judicial services that are involved in the fight against fraud and on the other hand the Ministerial Committee for the fight against fiscal and social fraud.

Has this produced any results? In the past two years of the coordinated fight against fraud, the government has generated 600 million euros of extra yearly revenue. Together with the recent legislation passed by parliament and measures of the care taker government, we will exceed the amount of 1 billion extra yearly revenue by the end of this year.

The college explicitly wants to keep this structure of the fight against fraud in place in the next government. I mention this because the Belgian approach is internationally appreciated, as I experienced during an international conference in Paris in February of this year. The Belgian model is an example for a number of European countries.

Lastly, an efficient fight against fraud also requires cross-border cooperation. In the first place, of course, territorially, as previously mentioned in the first building block: the structuring and improvement of fiscal data exchange is a high priority of the G-20 and the OECD. In the past few years, Belgium has taken a number of measures that will undoubtedly make it much more difficult for organized crime to operate from and to Belgium. This way, we try to discourage financial constructions based on tax havens.

However, with cross-border cooperation I also mean cooperation between the private and public sector: in the fight against horizontal fraud I want to optimize the cooperation between private and public investigation. Hopefully, this will lead to actual results in the future, so double work concerning investigations can be avoided.

IV. Conclusion
Dear listeners, Ladies and Gentlemen, I could go on about various other aspects of the core elements in the fight against fraud.

 However 'the right state of mind' is the start of every fight against fraud and corruption. Therefore, the most important things are not the measures taken, but the attempts to convince everybody that fraud is in the first place socially unacceptable and a personal responsibility. I am convinced that this conference has contributed to this matter.

Thank you for your attention.
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