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PART 1

LET US TAKE YOU TO YOUR LEADERS



 

Chapter 1

WHO WANTS TO BE A MILLIONAIRE?

DROWNING IN MONEY

A GOOD WAY to start gaining an understanding of who the EU works for is to examine how much of our money is given to the people paid to represent us there, the members of the European parliament (MEPs), and how diligently and honestly they use this money for our benefit. MEPs’ salaries are not especially high. On the surface, it all seems fair enough. Until changes after the June 2009 European elections, their salaries were fixed at the same level as members of parliament in their country of origin. This allowed Italian MEPs to take home over £127,000 a year while some MEPs from the eastern European countries got little more than a tenth of that.1 British MEPs were paid around £61,180 in 2008, which has now risen to £63,291 (see Figure 1).

However, this is to reckon without MEPs’ overly liberal expense allowances. Becoming an MEP is a bit like joining a millionaires club – you can easily live like royalty and still walk away with over one million pounds or euros saved up in your bank account from serving just one five-year term at the European parliament. Get elected twice or more and you can become a multi-millionaire. In Britain there has been quite a lot of press attention paid to how MEPs use and abuse their allowances, and this has led to some British MEPs publishing how much they have claimed. Occasionally, the German media have also picked up on stories of MEPs allegedly abusing their expenses. But in most EU countries members of the press have remained remarkably and worryingly silent on the issue of MEPs lucratively and sometimes fraudulently pocketing tens of millions of our money. Journalists’ surprising acquiescence in the issue of our MEPs’ incredible generosity to themselves is something we will return to later (see Chapter 9, Making the News). Fortunately, largely thanks to the British press revealing many years of widespread plundering of our money by MEPs, the European parliament has been pushed screaming and kicking into supposedly tightening up on MEPs’ expenses in order to improve transparency and reduce excessive payments. But before looking at these would-be reforms, it might be worth just briefly summarising the main ways that MEPs can legally help themselves to our cash.
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Figure 1 Top 20 MEPs’ salaries for 2007/2008

In most businesses – and even in many national parliaments – there is normally some kind of relationship, no matter how vague, between what politicians spend in expenses related to their work and the amounts they can claim in reimbursement. For example, British MPs at Westminster are required to provide proof that they are using their £22,000 a year accommodation allowance and that they actually are employing the staff they claim to be employing. In the European parliament, until the introduction of the new Members Statute after the June 2009 EU elections, no such link existed: expenses were paid on a so-called ‘flat-rate’ basis regardless of whether the person claiming them ever used the money in the first place. Thus MEPs have been able to pocket more than considerable tax-free sums from the virtually control-free and audit-free expenses procedures that they have magnanimously granted themselves.

The biggest pot of money MEPs can dip into is for employing staff. Currently this stands at about €202,968 per MEP per year. This allowance has increased by an inflation-busting 34 per cent in the last five years. There are no guidelines regulating how much an assistant should be paid, and MEPs are permitted to pay a large portion of their allowance to just one person. Some even do this, creating the absurd situation where MEPs’ assistants are apparently paid much more than the MEPs for whom they work. There are even cases where several MEPs will share the services of one or two assistants, potentially allowing each of them to make massive profits from claiming the full assistants’ allowance. Many MEPs use this allowance to pay members of their own family. The amount is so generous that an MEP can easily afford to slip their partner or offspring £50,000 to £60,000 a year for the occasional helping hand and still have enough loose change to employ more than one full-time secretary and a few researchers.

Some MEPs dispense with the formality of handing the cash to a family member and just pay some of it to themselves. One MEP, for example, was claiming over £36,000 a year for a research assistant to whom he paid just over £6,000 a year. In the 13 months this went on, by adding on a few extra bits and pieces the MEP stashed away over £39,100 tax free – the rest of us would have to earn around £60,000 before tax to get a similar amount. This was actually breaking even the generous rules imposed by Brussels, yet the MEP kept his seat in the EU parliament. Normally, any MEP careless enough to get caught fiddling their expenses in a system where almost anything goes will not be subject to any investigation or disciplinary action. In fact, MEPs are remarkably forgiving to those members of their own club who stray from the path of righteousness. An MEP, who was jailed while in office after being convicted of making more than €70,000 of fraudulent benefit claims in his home country prior to his election and who was described by a judge as ‘thoroughly dishonest’, was still paid his MEP salary all the time he was in prison, and rejoined his colleagues for the good life in Brussels after finishing his nine-month jail sentence. According to the European parliament’s rules, prison sentences of less than one year are not considered a hindrance to retaining one’s MEP seat, salary and other benefits.

Each MEP is provided with two fully furnished, rent-free offices in the European parliament building, one for themselves and one for their secretaries and assistants. However, they are also given an office allowance of €48,624 a year for having an office in their constituency. Here too no receipts are required to get this money. As one MEP said, ‘There is no need to present receipts for office expenses and there’s no audit. You could use the allowance for any purpose you like.’2 Many MPs claim that their constituency office is in their own home. This allows them to rent out a room in their homes to themselves, which they pay for with EU taxpayers’ money. Some even take all the money without bothering to have a constituency office at all. At almost €250,000 tax free over five years, this is probably a welcome addition to many MEPs’ household budgets. In some EU countries it’s enough to buy a home, or it could be used to pay for a nice holiday flat near the Mediterranean.

MEPs can also claim a subsistence allowance of €287 tax free a day for every one of the 40 or so weeks of European parliamentary sessions without having to provide any receipts. This gives MEPs up to €57,000 tax free a year extra. British MEPs call this the SOSO (sign on and sod off) allowance, because all you have to do to get it is to sign in. There is no requirement to attend a single debate or committee session. What you do for the rest of the day is up to you. On Fridays at seven o’clock in the morning there is usually a queue of MEPs with their luggage waiting to sign in to get their allowance before rushing off to the nearest airport or station. In 2008 a German TV company caused panic by filming MEPs signing in before disappearing off home. One MEP, spotting the film crew, turned around and sped away so fast that she appeared to run into a wall. Others tried to shield their faces, hide in lifts or cover the camera lens with their hands. Some were so angry at being caught red-handed and red-faced that they rang for security guards to throw the news team out of the building.3 When we tried to get the European parliament to reveal the names of MEPs who signed in on Fridays, we received an almost surreal letter back explaining that as there were no meetings on Fridays, there were no lists of who had claimed their Friday allowance in order to attend the non-existent meetings.

This subsistence allowance is meant to pay for things like MEPs’ accommodation and meals in Brussels and Strasbourg. However, it is probably substantially more than adequate. A few years ago, some MEPs slept in their offices in order to avoid paying for hotels. This is now discouraged by the parliamentary authorities. However, a reasonable three-star hotel near the European parliament buildings costs no more than about €125 a night, including breakfast, leaving about €162 a day for lunch and dinner. Yet there are subsidised canteens and restaurants in the parliament buildings, and on many days there are free breakfasts, lunches and evening buffets organised by lobbying groups, parliamentary committees and political parties. In the evenings these typically serve unlimited quantities of champagne and canapés with caviar, smoked salmon and other treats. There are so many of these free meals available to MEPs that one commented, ‘In these times of economic crisis what sort of image are we portraying? Every corner of the parliament is filled with receptions and buffet dinners while our constituents are being thrown out of their homes, losing their pensions or having difficulty paying their food and energy bills.’ This means most MEPs can easily pocket over €100 a day tax free from their inappropriately named ‘subsistence’ payments.

One place that seems to benefit from the many allowances we pay to our MEPs is the rue de Parnasse, a street about 50 metres from the European parliament’s imposing Brussels buildings. You just go out of the parliament towards the Place de Luxembourg, turn left into the rue de Trèves and then take a first right at the flower shop on the corner. Here there are no fewer than three buildings advertising studios for rent. However, these are not for tired, overworked MEPs to spend the night after long days legislating on our behalf. They are called studios intimes and are available to be hired by the hour from a mere €16 an hour, with the price depending on what facilities are required. Most provide large double beds, full-wall mirrors, normal X-rated porn films, S&M films in some of the more expensive rooms and many other extras for the discerning guest. Belgians colloquially call these studios les cinq à sept (five to sevens) because people using them are known for leaving work at five but arriving home to their wives and families at seven. These studios intimes are an old Belgian tradition but one that seems to have been enthusiastically adopted by some MEPs who like to take their beautiful young research assistants for a bit of daytime jiggery-pokery.

In addition, MEPs get very generous travel expenses. They can claim weekly flights from their constituencies. Here they do actually need to provide some proof that they have travelled. However, they just have to submit the stub from the boarding pass – they are not asked for any information about how much they have paid for their ticket. They are then reimbursed for a fully flexible economy class ticket, plus an extra payment for distance travelled of over €100 for every 500 kilometres, all usually adding up to comfortably more than a business class fare. By buying cheap weekend return tickets or by travelling on budget airlines, many MEPs can rake in more than €300 a week tax free. German MEPs living in Berlin, for example, could, according to one report, make a profit of around €800 each time they travelled to Brussels and over €1,000 for every trip to Strasbourg, giving an annual profit of over €35,000 tax free just from their weekly trips to work. 4

MEPs also get an annual travel allowance of €4,000 a year to go anywhere in the world as long as this travel is connected with their work as an MEP. The Caribbean and the Far East seem to be popular destinations, with one MEP justifying a trip to exotic Thailand on the basis of a half-hour meeting at the EU’s Bangkok offices. Perhaps the MEP wasn’t aware that he could have considerably reduced the cost to the taxpayer and saved himself a lot of unnecessary travelling time by making a conference call.

As MEPs preside over a worsening pensions crisis that will leave most private-sector workers in poverty in their old age, they have made sure that they have one of the best pensions schemes in Europe. Typically, government employees across Europe would have to work for around 40 years to get a pension worth about half their final salary. Politicians in the British parliament have a much better deal and have to work for only 20 years to achieve an inflation-protected pension for them and their partner of half their final salary. Any other British worker would have to pay about £50,000 a year into their pension scheme to get similar benefits to their MPs. Until the June 2009 European elections, MEPs got the same pension benefits as their national politicians, and in addition they could save for an additional voluntary EU pension. For every €1,000 they paid per month into their pension scheme, the EU would pay double that amount. MEPs were allowed to pay this extra €1,000 from their €48,624 office expenses. In theory, they were then supposed to reimburse this money from their own bank accounts. However, everything relies on the MEPs’ honesty. Unsurprisingly, a few years ago MEPs voted down a proposal that EU parliament auditors should check whether any of them actually did repay this money. All this meant that an MEP would have to work for only around 15 years to get a pension of half their final salary. The rest of us would have to save about £70,000 a year to get the same level of pension as our lucky MEPs.

MEPs could claim their full pension any time after they reached 60, although it appears that this will become 63 after June 2009.5 However, they also have the option of getting their pension paid out at a reduced rate as soon as they are 50.

Adding all this up, a typical British, French or German MEP will be getting over €460,000 a year in salary, pension and expenses – more than €2 million for each five-year period in Brussels. With a bit of judicious financial management, they can probably get by on around €230,000 a year. This means they can save about €230,000 each year by, for example, buying a flat in Brussels with their daily allowance or even just staying in two- or three-star hotels, paying up to half of their staff allowance to a family member (or themselves), booking cheap weekend return airline fares, paying themselves rent for their constituency offices and using their office allowance to top up their pensions (see Figure 2).
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Figure 2 MEPs can easily save over €230,000 a year out of the more than €460,000 a year they can claim

In 2008 one British newspaper sent an undercover reporter to Brussels to pose as a student on work experience, and she recorded a British MEP, Tom Wise, explaining how, if you claimed what was lawfully available, it was impossible not to make money from the MEPs’ expenses system.6 In a response to the newspaper report Tom Wise wrote, ‘I claim that which is made available to me, I do not fiddle, embezzle or otherwise operate any scam for the purposes of unlawfully extracting more than this. I believe that the system is disgraceful and should be changed.’ 7 Many Brussels insiders privately admit that the majority of MEPs are similarly benefiting from the generous expense allowances for which we pay. If you are the EU candidate for one of the main political parties, you have about a one in three chance of scoring your EU millions – all in all, much better odds than winning the EuroMillions lottery or else correctly answering all the questions on Who Wants to be a Millionaire?

The benefits of being an MEP don’t stop here. MEPs also have a huge list of other entitlements that are generously subsidised by Europe’s taxpayers. If they take language and computer courses we pay their fees, travel and living expenses. They have full, free accident insurance, travel insurance and life assurance. They and their families get money for spectacles, contact lenses and dental treatment. One British dentist pointed out that MEPs could claim up to four times more for the cost of dental work than he could get for doing that work under his National Health Service contract. MEPs and their families can also get full payment for things like hydrotherapy, mud baths, aerosol therapy and acupuncture.

Even when MEPs lose their seats in the European parliament, they don’t have to bid goodbye to the financial benefits immediately. Once they leave office MEPs continue to enjoy a ‘transitional allowance’ (basically their parliamentary salary) for anything from six months to two years, depending on their length of service. They can also keep on using the parliament’s subsidised restaurants and cafeterias, libraries and telephone facilities in Brussels, Strasbourg and Luxembourg. Moreover, once they start drawing their EU pensions, these are subject to special, low EU tax rates and not the, usually much higher, tax rates in whichever country they may retire to.

Usefully, being an MEP gives immunity from prosecution unless your colleagues vote to suspend your immunity – which they never do. In several EU countries rich fraudsters, feeling the hot breath of the forces of law and order on the backs of their necks, have quickly ‘bought’ themselves seats as MEPs by making large contributions to local political parties. Thus, as long as they maintained their lucrative but legal Brussels ‘jobs’, they could stick two fingers up at the police and at those they had defrauded. In many cases, by the time they eventually left the European parliament, local statutes of limitations meant they could no longer be prosecuted for the crimes they perpetrated before hurriedly decamping to the well-paid safety of Brussels.

DO YOU WANT TO KNOW A SECRET?

In 2008 yet another story concerning MEPs’ financial shenanigans hit the headlines. Unfortunately this was only covered by the media in just a couple of EU countries and totally ignored by the press in most EU member states. A report by the EU’s Internal Audit Service found evidence of what looked like widespread abuse in how MEPs used the €160 million that they could claim each year in assistants’ allowances. However, only the few MEPs on the parliament’s budget control committee were allowed to see the report, and to do so they had to apply to enter a special room protected by biometric locks and security guards. Moreover, they were not allowed to take notes and had to sign a confidentiality agreement confirming that they would not tell anyone what was in the report. When a British MEP revealed the existence of this report, he was criticised by a colleague: ‘Passing information to the press is a misuse of information and a misuse of parliamentary obligations.’8 One British MEP indicated the seriousness of what was in the audit report when he said: ‘I think if names were attached to some of the cases of malpractice highlighted, then prison should follow.’9

The parliament’s media director seemed to have a different opinion, however. He claimed: ‘It did not look into individual MEPs’ transactions and did not reveal cases of fraud.’10 While it is true that the final, published version of the report did not name names, the auditors producing the report knew exactly which MEPs had done what. So if the parliament had actually been interested in stamping out possible dishonesty, it could easily have acted against the more financially creative MEPs instead of straining every sinew to protect them. Questioned about the report by the press, an EU official denied that it was in any way secret: ‘The document is not secret. It is confidential. It can be read by Euro-MPs on the budget control committee, in the secret room but not generally. That is not the same as a secret document nobody can read.’11

Fortunately, the eurocrats are not always effective at preventing outsiders finding out how our money is being siphoned off by EU insiders. Since the fall of the discredited Santer Commission in 1999, the EU has worked hard to tighten its control over any information that might lead voters to lose confidence in EU institutions. There is an ever-growing EU security service, which has access to all EU staff’s emails, phone calls and correspondence and which aggressively investigates any suspected leaks. Moreover, when sensitive documents like the audit report on MEPs’ assistants’ allowances are produced the paper used is often watermarked differently for each copy, the recipient of each copy is registered on a list and slight changes are made to the text and layout of each copy. This means that any EU staff, who might be tempted to let us know what was really happening with our money, would be afraid to pass any documents to journalists as they would know that any leaked document could be quickly traced back to its original source. Under EU staff regulations, any employee found betraying the trust of their employer by revealing sensitive information would normally be disciplined, even if the leak was in the public interest. The other effect of having slightly different versions of sensitive documents is that journalists are afraid to quote from them as any quote could risk revealing the identity of the source who had handed over the document.

In February 2008 the MEPs on the budget control committee voted by a majority of 21 to 14 not to publish the results of the audit into MEPs’ use of assistants’ allowances. Two months later the European parliament voted by a majority of 442 against 209 to prevent us, the taxpayers, from finding out what was in the report. Various reasons were given for this decision. One MEP claimed that the report ‘cannot be published because of internal rules’. Another defended keeping the report from the public: ‘This is a matter of work effectiveness, not an issue of transparency.’12 But one MEP admitted: ‘We want reform, but we cannot make this report available to the public if we want people to vote in the European elections next year.’13

The audit report into MEPs’ payments to their assistants was originally written at the end of 2006 but was not finally published until the start of 2008. In the intervening 14 months it circulated back and forth between various parts of the EU bureaucracy before the MEPs’ budget control committee even became aware of its existence. The report is commonly known as the Galvin Report, as the name and contact details of Robert Galvin, a member of the parliament’s Internal Audit Service, are given on the cover page. Unfortunately, even if we had seen this report and even if we had a copy, we would not be able to tell you what’s in it. The report is classed as ‘a confidential audit report within the meaning of Article 4 (2) of Regulation 1049/2001’. This means that if we had the report the European parliament could take legal action against us and force us to reveal our source (if such a source existed) as the document would have been ‘disclosed without authorisation’.

Fortunately, one MEP on the budget control committee has released a summary of what is in the Galvin Report. According to their summary, the report looked at a representative sample of MEPs’ parliamentary assistants’ allowances and found widespread evidence of what could be breaches of the rules, tax avoidance, illegality and possible fraud. If an EU specialist’s investigations are to be believed, the MEPs’ countries of origin which came up most frequently in the sample of MEPs whose assistants’ allowances were reviewed, were the UK, Greece, Italy and Ireland.14

According to the MEP’s summary, many MEPs use so-called ‘paying agents’ to administer the €202,968 they can get each year for paying their assistants. The audit apparently found that not one of these had provided the minimum details required for a valid invoice for their fees, and about 80 per cent of agencies used by MEPs to pay their assistants did not register for VAT (which is in breach of EU rules). Moreover, around 65 per cent of paying agents didn’t provide any statements detailing to whom they had paid money and what services they had received, meaning that it was not possible for auditors to establish that our money had gone to the right people. Some paying agents had little or no relevance to the provision of parliamentary assistance – one turned out to be a firm responsible for providing day care for an MEP’s children and another was a wood-trading company. The official filed accounts of one paying agency showed no activity, even though it had received hundreds of thousands of pounds of our taxes. The directors of some of the more profitable paying agents were found to be MEPs and members of their families, so that any profits made by the paying agency could go straight into the pockets of the MEPs and their families. The auditors concluded that the majority of funds transferred to paying agents could not be properly accounted for. The German Bundestag helpfully offers a free paying agent service to all German MEPs. This service is highly regarded by EU auditors as it provides good, transparent information, allowing auditors to trace exactly how our money is spent. Strangely, although this service is free, convenient, open and efficient, over two-thirds of German MEPs choose not to use it.

According to the MEP who released the summary of the report, the auditors also found potential problems with travel expenses that were paid to assistants. Several assistants were getting a regular travel allowance paid each month, and in one case this was three times the assistant’s salary. Yet around half of assistants receiving reimbursement for travel had no receipts or other documentary evidence showing they had ever travelled anywhere. By getting large amounts paid as ‘travel expenses’ the assistants avoided having to pay any income taxes or social security charges on these supposedly ‘legitimate’ expenses.

According to the MEP’s summary of the report, it was discovered that a large number of MEPs were making end-of-year bonus payments to their assistants. These bonus payments ranged from three to almost 20 times the assistants’ monthly salaries. Curiously, the size of the payments often exactly equalled the amount of each MEP’s assistant’s allowance that had not been used up by the year end. This made it look as if MEPs were using the bonus payments to get their hands on any unclaimed allowance rather than these payments being directly linked to the quality of the assistants’ work. The audit found that in over 80 per cent of cases there was no supporting evidence to explain the payment of the bonuses, that the payments were disproportionate compared to the work done and that in some cases the payments were made into bank accounts in countries that were not even the ones in which the assistants’ normal salaries were paid.

Another oddity occurred in what are called ‘lay-off’ payments. If an MEP is not re-elected they are allowed to pay their assistants ‘lay-off’ payments for three months after losing their seat. In some cases, assistants were found to have received salary increases of between 71 and 117 per cent just for their last three months in employment. In these cases the salary increases were sufficient to exhaust the balance of money available to the MEPs for assistants’ salaries. We talked to some assistants, who had worked for MEPs who had lost their seats. They didn’t even know about the existence of these lay-off payments. This could indicate that some MEPs have just pocketed them for themselves.

The audit also apparently revealed that in around 90 per cent of payments there was no evidence of any social security charges being paid, and over 80 per cent of assistants officially working in Brussels had not registered with the Belgian authorities (which is in breach of Belgian law).

THE BRITS HIT THE HEADLINES

In mid-2008 the British public were privileged to witness one of the more farcical of many entertaining spectacles provided by the EU when a string of British Conservative MEPs were revealed to be showing admirable generosity to themselves and their families in the way they – quite legally – obtained considerable quantities of our EU money.

The first to gain notoriety was Giles Chichester, the Conservative leader in the European parliament. Following a series of press stories in Britain, about how Westminster MP Derek Conway had paid his son more than £40,000 as a researcher while he was a student at Newcastle University, Chichester had been asked by Conservative party leader David Cameron to make sure that the party’s MEPs were not abusing their expenses. However, we soon found that David Cameron’s supposed sleaze-buster was humiliatingly far from being squeaky clean himself. In June 2008 a newspaper reported that since 1996 Chichester had paid around £445,000 to a company, of which he was a paid director, for services ‘in connection with secretarial and assistant services for the European parliament, constituency and committee work’.15 Over the same period the company was reported to have paid out £158,938 to its directors, including £47,792 since 2002, a period when Chichester and his wife were the sole directors.16 The company also paid about £5,000 a year to rent an office in a house that was the registered home address of Chichester and his wife. By paying money to a company from which he was a beneficiary, Chichester seemed to have broken a rule introduced in 2003. Chichester admitted that it was all a bit unfortunate: ‘It is embarrassing not least because I have introduced a new code for my Conservative colleagues for expenses . . . and – whoops a daisy – I am shown up to have made a mistake.’17 Chichester said it had all been an innocent oversight: ‘I was informed that there had been a change in the rules relating to service providers, a change that took effect in 2003. This had not been brought to my attention when I renewed the contract in 2004.’18 But here we had a man who presumably had been elected on the basis that he was the right person to help pass often complex laws governing the lives of almost 500 million people, and yet apparently he was unable to follow a few simple rules regarding his own lavish expenses.

Faced with this embarrassing situation, David Cameron made much of the fact that Chichester stepped down as leader of the party in the European parliament. Chichester was, however, allowed to keep his lucrative MEP job. The European parliament later cleared Chichester of any wrong-doing.19

The day after Chichester slipped out of the limelight, it was the turn of Den Dover, the Conservatives’ chief whip in Europe, to take centre stage. It was revealed that since his election in 1999 he had paid around £750,000 of our money to a company, MP Holdings, for providing office services.20 The company was owned by his wife and daughter, but because Dover himself was not a director of the company, he had not broken the new 2003 rule that tripped up Chichester. Dover explained: ‘I am totally within the rules. I am not a director, have no shareholdings, have no payments from any outside company.’21 Den Dover had been paying his wife between £30,000 and £40,000 a year, and his daughter between £20,000 and £30,000, but, he explained: ‘Both are required to work very unsociable hours.’22 As with Chichester, Dover’s company paid rent for the use of office space in his own home, and in 2001 and 2002 the company paid nearly £22,500 for repairs on his homes – all of this, of course, within the rules. However, the day after Chichester stepped down, Dover was replaced as chief whip, although naturally he kept his MEP job and the many benefits associated with it. Towards the end of 2008, to many people’s surprise, the European parliament seemed prepared to take action and ordered Dover to repay €600,000.23 It remains to be seen whether we taxpayers will ever see any of our money again or whether, as is much more likely, Dover, who will be over 70 by the next EU elections, will be allowed to retire gracefully at the June 2009 elections, with his pension and leaving allowances intact, and the parliament will magnanimously decide to let the matter drop.

Next up was MEP John Purvis. He was alleged to have paid up to £120,000 a year in staffing allowances to a financial consultancy firm called Purvis & Co.24 Because Purvis was a paid director of the company with a share of the profits, it is possible that he had broken the 2003 rule. Purvis said that he had asked the European parliament for clarification about whether his payments were within the rules ‘as far back as January 2007’, but had not received a response.25 In 2008 Purvis changed his declaration of interests, confirming that he still used Purvis & Co. as his ‘service provider’ but removing himself from the list of partners in the firm. His spokeswoman explained: ‘He has got rid of his interest. He has no connection with the company any more.’26 When she was asked if Purvis & Co. employed any of the MEP’s relatives, she replied ‘he has nothing further to say’.27

Several other Conservative MEPs also attracted some press attention although everything they did was within the EU parliament’s rules. David Sumberg, MEP for the Northwest, revealed that he had paid his wife £54,000. Sir Robert Atkins, who paid his wife Lady Atkins between £30,000 and £40,000 a year for her secretarial services, was reported to have spent £2,500 of our money on a trip to New York, which fortuitously fitted in with the date of his son’s marriage in America. He explained: ‘It was a happy coincidence that my son was getting married . . . I have done nothing illegal. The European parliament approved the expenses.’28 On his website Sir Robert noted that there had been a ‘constant stream of tendentious publicity about MEPs’ expenses’, and he claimed that it was officials at the parliament rather than MEPs who were at fault: ‘Many of the recent problems have come about because the advice from the parliamentary authorities has often been culpably weak and invariably contradictory.’29

Meanwhile, a document alleged to be a memo to David Cameron from a Conservative MEP was reportedly left on a photocopier at the European parliament. This memo warned the Conservative leader that trying to impose rules about expenses on his party’s increasingly wealthy MEPs was ‘a direct breach of the rules of the European parliament’, which stated that ‘members shall exercise an independent mandate: they shall not accept instructions’. The rules of the European parliament were actually intended to ensure MEPs’ political integrity and were not aimed at allowing them almost unlimited access to our money. The memo went on to advise Cameron to stop his campaign to clean up the expenses system: ‘We will also find that far from buying off criticism, the more we publish, the more questions will be asked . . . The press storm over MEPs’ expenses is blowing itself out. We should not be resurrecting it’.30

AS TRANSPARENT AS MUD

There have been repeated attempts by a very few more responsible MEPs to have the expenses system changed to a more honest and transparent one by which MEPs would be reimbursed only for legitimate expenses. Time and again these get voted down, and their supporters are shunned by their Brussels colleagues. In some cases they are even expelled from their parties. In 2004 one such effort – to grant MEPs large salary increases in return for them agreeing to just getting reimbursed for expenses actually incurred – got blocked by the German and French MEPs on the basis that the timing was wrong. They did not want voters in the 2004 EU elections to see their MEPs being effectively ‘bribed’, with large amounts of taxpayers’ money, to give up one of the world’s most easy-going and lightly policed expenses reimbursement schemes.

In April 2005 MEPs rejected a proposed reform to their travel expenses whereby they would be paid only for actual expenses incurred and would have to provide valid receipts. However, in June 2005, under pressure to clean up their act, MEPs did finally agree to move to a new Members Statute by which they would all get the same salary and would be reimbursed for the real cost of their weekly travel expenses. Curiously, when the EU brings in new regulations that apply to normal people – legislating on the size of kiwi fruit that can be sold or the labelling of cheese, for example – the regulations usually come into immediate effect in all member countries. This means that we EU citizens are committing a criminal offence if we do anything in breach of such regulations as soon as they are introduced. But when it came to MEPs bringing in new, tighter rules for the payment of their weekly travel expenses, they decided (in 2005) that the changes should not come into effect until after the 2009 European elections – around four years after the changes were agreed.

Following the 2005 vote MEPs hoped there would be no more controversy over their salaries and expenses. But the leaking of the existence of Robert Galvin’s report into assistants’ allowances at the beginning of 2008 and then the series of stories throughout the year of MEPs’ generosity to themselves reopened the ‘gravy train’ can of worms. The Bureau of the European parliament was once again forced to act, and it approved a tightening of the procedures for paying the annual €202,968 assistants’ allowances. One of the members of the Bureau assured the press: ‘This is a huge step forward for transparency in the European parliament.’31 One MEP claimed that ‘MEPs have made real progress by putting the reputation of the European parliament before their personal financial interests’, and another said that the changes in the payment of assistants’ allowances was a ‘crucial element promoting full transparency and accountability within our institution’.32

However, the changes to MEPs’ salaries and expenses are complex, and unfortunately they may not be quite as ‘open’ and ‘transparent’ as the EU might like us to believe.

From July 2009 all MEPs will receive the same salary, which will be fixed at 38.5 per cent of the salary of a judge at the European Court of Justice. When this idea was first agreed in 2005 it was thought that MEPs would earn about €7,000 a month. Due to inflation it is currently estimated that MEPs will be paid around €7,665 a month. This will give most MEPs from the wealthier EU countries a large pay rise (see Figure 3).33


[image: Image Missing]



Figure 3 Most MEPs will get a very large pay rise in June 2009

However, MEPs from some of the PIGS and the BEES will receive an absolutely massive pay rise. The lowest paid MEPs in countries like Malta, Lithuania and Estonia will get more than five times what they were previously taking home. The only group who could have seen their pay significantly cut are Italian MEPs, and they managed to block the reform package until their government agreed to compensate them for their salary decrease with Italian taxpayers’ money. Austrian and Irish MEPs also look as if they could have been losers. But according to Article 25 of the Members Statute, MEPs are free to choose whether they wish to remain on the pre-2009 salary and pension scheme or move to the new one. This creates a ‘heads I win, tails I win’ situation for MEPs, because they can take whichever salary and pension option gives them the most money. Moreover, all MEPs who move to the new salary scheme will no longer have to pay national income taxes in their countries. Instead they will pay a special European Union tax, which for most should be between 13 and 17 per cent, depending on their family circumstances. For MEPs from the high tax member countries, like Germany, Austria, France, Denmark, Belgium and Sweden, this will mean a massive reduction of about two-thirds in their taxes and a corresponding – and no doubt welcome – increase in how much they can bank every month. Even MEPs from low-tax countries, such as Britain and Ireland, will see their income taxes almost halved. So if you hear MEPs claiming that the new system is fairer for all and that they will not benefit from its introduction, you just need to look at the figures to see that most will do very nicely indeed from the changes.

The new system does allow MEPs to voluntarily pay the difference between the very low EU tax and their usually much higher national taxes. However, it is far from clear whether many will be sufficiently selfless to make this gesture of solidarity with their voters. The rise in MEPs’ earnings from moving to EU taxes is so embarrassingly large that the Dutch government has decided to impose a special income tax on its MEPs to bring their salaries back into line with those of their national politicians.34

Of course, the one group that really loses out from this shameless plundering of their money are European taxpayers, who will see the costs of their MEPs’ salaries and pensions leap impressively upwards.

There will also, theoretically, be considerable changes to the way assistants’ allowances are paid. From July 2009 there are new rules stating that those who work in Brussels should be paid through the European parliament or through approved paying agents. However, MEPs may be free to choose whether assistants who were in employment before 2009 join the new scheme or remain outside the European parliament’s scrutiny. The rules will also require that assistants working in the EU countries must be paid only through paying agents approved by the European parliament. However, the pre-June 2009 rules appear to have been casually ignored by around 90 per cent of the cases said to be included in the Robert Galvin audit report without any action being taken against the MEPs involved. So it remains to be seen whether the new rules manage to significantly reduce the vast amount of financial mismanagement and possible fraud that have been said to be the hallmark of the extraordinarily rewarding assistants’ allowances system for the last 30 years or whether MEPs’ lucrative lives continue much as before, with the authorities mostly turning a blind eye to even the most flagrant abuses. Anyway, even if MEPs are caught breaking the new, supposedly tighter rules, they could always just say ‘whoops a daisy’ and claim they were unaware they were doing anything wrong. In the past, that’s usually been enough to avoid even a gentle slap on the wrist.

MEPs have also voted to ban the hiring of close family members as assistants. However, any family member employed as an assistant in July 2008 may be able to remain on the EU payroll for another five years until the 2014 European parliament elections.

After the 2009 elections MEPs’ weekly travel expenses will be paid out only against actual expenses incurred, which could cut down on many MEPs making huge profits. But experience suggests that the more enterprising MEPs will find that it’s easy to get friendly with a travel agent, buy a full-price airline ticket each week, take the last (receipt) page out of the ticket, get a full refund from the travel agent, change the ticket to a low-price alternative and hand in the original expensive, full-price receipt to the parliament bean-counters as part of MEPs’ expenses claims.

As far as the payments for subsistence and constituency offices of over €105,000 a year are concerned, these will continue as before with no need to produce any proof that any money was actually spent, allowing MEPs to legally make many tens of thousands of euros or pounds a year tax free thanks to the generosity of the parliament’s still enviably lax expenses payment procedures.


Chapter 2

SHARING THE TROUGH

‘NOT A BLOATED BUREAUCRACY’

THE NEXT GROUP of people who can shed an interesting light on the morals and behaviour of our euro-rulers are the EU’s tens of thousands of employees. Traditionally, the EU Commission has claimed that the EU institutions had just over 20,000 employees and that this was ‘fewer than the number of staff employed by a typical medium-sized city council in Europe’. However, some commentators have pointed out that the staff of a city council will normally include employees such as police, doctors, nurses, garbage collectors and many others who do useful work, whereas virtually all the staff employed by the EU institutions spend their time pushing paper and sitting in meetings. As EU staff numbers have tended to increase significantly every year, the EU has had to change its story slightly, and on a webpage entitled ‘The EU administration: much smaller than you think’ the EU now writes:

The EU is sometimes accused of being a bloated bureaucracy. In practice the total staff of all the institutions of 40,000 is much the same as that of a single government ministry in many member states. Indeed, many member state ministries are larger, even though they generally do not have to work in more than one language.1

In the middle of 2008 an entertaining round of our favourite game, Euromyths, was played out in the media between the think-tank Open Europe and the EU Commission. Open Europe produced a study claiming that the total number of EU employees was nearer to 170,000 than 40,000, and it expressed its dismay that this number was almost twice as large as the number of people in the British army. Open Europe commented:

The Commission desperately tries to play down just how many people are working for the EU. They are extremely secretive about the number of people who are working to churn out regulations.2

The Commission spokesman fought back, explaining:

Open Europe are being duplicitous about figures here . . . They have achieved their fantastic figures by lobbing in nearly every possible facet of the workings of the European Union and then allude that all the participants somehow work in an extremely crowded European Commission.3

Actually, the true figure for the number of people on the EU payroll is probably about halfway between the Commission’s 40,000 and Open Europe’s 170,000. In the 2009 budget there are 44,547 people working directly for the Commission, the parliament and various other EU bodies. These include hundreds of people beavering busily away in organisations most of us probably never knew existed and whose value to our lives could be questioned. There are, for example, 101 at the European Foundation for the Improvement of Living and Working Conditions, 99 at the European Centre for the Development of Vocational Training, 57 at the European Union Agency for Fundamental Rights, 43 at the Community Plant Variety Office, 20 staff at the Gender Institute and an impressive 654 at the European Union Publications Office.

However, the EU believes that its army of a mere 44,547 employees is insufficient to provide the expertise it needs to fulfil its ambitious legislative programmes, and so it frequently uses committees and groups of experts working part time to help out with producing specific laws. The EU lists about 247 committees, involving around 7,000 contributors, and at least 1,047 specialist groups that are often consulted by the EU and call upon the services of more than 40,000 appointed or self-appointed experts.4 Some insiders claim that there are over 3,000 expert groups. The way the Commission uses its 247 committees and many expert groups to help draft new legislation has led to the appearance of a new word, ‘comitology’, and the EU even publishes a Register of Comitology of the European Commission to help insiders find their way around this system of lawmaking.

All this gives us something approaching 100,000 individuals employed on a full- or part-time basis in order to produce new laws and regulations to make our lives better.

Housing this euro-multitude seems to be quite a major logistical and financial exercise. Over the years the EU has spent almost €4 billion buying around 87 buildings within the European Union countries to accommodate its employees. In addition, it pays around €476 million a year in rent for another 20 or so buildings. The two most important EU offices are in Brussels: the massive European parliament complex beside the Parc Léopold and the nearby EU Commission Berlaymont building close to the Parc Cinquentaire, which is excellent for a lunchtime jog, should you wish to work off some of the extra kilos gained while eating in the many fine restaurants in Brussels. As well as these, the EU’s external services (its diplomatic service) have bought over 40 ambassadorial residences and rent almost 100 more throughout the world. One of the most splendid is apparently the EU representative’s residence in Washington. Built for a steel and railway tycoon in 1923, it was renovated in 2005 at a cost of about €1.7 million. It has 16 bedrooms, a grand dining room and a spacious living room in which up to 150 guests can be entertained. The hall is covered with polished marble, and at the back there is an Italianate garden with classical statues in bronze. The EU ambassadors in Moscow, Tokyo and many other capitals also live in similar luxury at our expense, even though the rejection of the EU Constitution and the Lisbon Treaty means that there is no agreed legal basis for the EU to have a diplomatic service at all.

LA DOLCE VITA

People at the EU seem to have a relatively comfortable existence thanks to our generosity. For a start, we EU taxpayers fork out about €130 million a year to pay for the running of 14 European schools. These schools are situated in the main European cities – Brussels, Frankfurt, Alicante, Luxembourg, Munich, Bergen and so on – where there are EU institutions. At around €9 million a school a year, they make sure that eurocrats’ offspring receive probably the best multilingual education in the world. This is provided completely free of charge and allows the children of eurocrats to spend their childhood almost completely insulated from the uncouth progeny of the countries where their parents work. These private and exclusive schools also enable the eurocrats’ children to establish networks and friendships with other eurocrats’ children. Their excellent multilingual education, their own networks and their parents’ connections put them in an advantageous position to get well-paid eurojobs themselves. This is starting to create a self-perpetuating euro-elite that becomes ever more remote from – and uninterested in – the lives of those whose taxes so philanthropically support it.

Belgium, where most eurocrats are stationed, has some of the highest income tax rates in Europe. Belgian citizens earning £50,000 a year would normally pay around 60 per cent of their salary in taxes and social costs. Fortunately for EU employees, they are exempt from the local tax systems in the countries where they are stationed. Instead, they pay a special EU tax, which is around one-third of what they would pay if they were taxed in a high-tax European country such as Belgium, Germany, France, Italy, Denmark, Finland or Sweden and around half what they would pay if they were subject to the relatively low income tax rates of Britain, Ireland, Malta or Cyprus (see Figure 1).
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Figure 1 Most UK taxpayers could halve their income taxes by paying the special EU tax

EU employees also get an expansively wide range of benefits in addition to their low taxes. When they start work with the EU their moving expenses are reimbursed, and they also get two months ‘installation expenses to help you settle at a new place of employment’.5 They benefit from VAT exemption for any household goods and for a car bought during their first

WE WANT MORE




TIME FOR A JOLLY






FOLLOW YOUR LEADERS








Figure 2 EU Commissioners’ salary and benefits
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Figure 3 The real cost of the EU may be about ten times higher than Brussels admits
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Figure 4 In the 2007–13 EU budget, the Dutch, Danish, Swedes, Austrians and Germans will be the most generous contributors
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