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THE ROLE OF EUROSTAT IN THE EUROPEAN UNION 

(Government finance statistics) 
 

 
 
I. Reminder: The Maastricht Treaty and its consequences 
 
1. The excessive deficit procedure (EDP) 
 
The Treaty on the European Union (Maastricht Treaty, 1992) boosted significantly the role of 
the European Commission and of Eurostat in the field of government finance. The set-up of 
the monetary union and the single currency (Euro) required a budgetary surveillance system, 
based on convergence criteria, including a government finance criterion: government deficit 
and debt. 
 
The Protocol on the excessive deficit procedure annexed to the Treaty and subsequent Council 
regulations stated that the government deficit and debt aggregates and ratios would be based 
on the European System of Accounts (ESA) for definitions of the government sector and of 
relevant transactions and financial instruments. Eurostat was explicitly mentioned as the 
institution responsible for the elaboration and implementation of ESA national accounts in the 
context of the excessive deficit procedure. 
 
2. Eurostat’s role and developments 
 
The ESA was established as a European Regulation, to be implemented by all EU member 
States on a compulsory basis.  
 
As a result, Eurostat was responsible for both: 
 
- developing the conceptual framework, and making statistical decisions on interpretation; 
 
- assessing the quality of the EDP data notified twice a year to the European Commission by 
EU Member States (including through dialogue visits of Eurostat on a regular basis). 
 
In order to reach a consensus in the EU on these statistical recommendations, a procedure of 
discussion and association of European statisticians was progressively defined. Statistical 
developments were agreed on through intensive discussions in Eurostat-led working parties, 
and through specific temporary task forces to address specific issues. The most significant 
issues were submitted for the opinion of the CMFB (Committee on Monetary, Financial and 
Balance of payments statistics), composed of senior statisticians from National Statistical 
Institutes and Central Banks.  
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Eurostat operates a policy of full transparency1

- Decisions were made public through press releases, and are available on the Eurostat 
website 

: 

- A Manual on Government Deficit and Debt (MGDD) was first published in 2000, and has 
been subsequently updated. 
 
 
II. Adapting to the new contexts of financial and sovereign debt crises (2008 to 2010) 
 
1. The new context 
 
The financial crisis that affected Europe from 2008 created a challenge to the capacity of 
Eurostat - and of all NSIs - to properly account for the various forms of public support made 
to financial institutions (capital injections, special liquidity schemes, use of special purpose 
vehicles, government guarantees, handling of bad assets, etc.). Eurostat published a decision2

 

 
on 15 July 2009 with recommendations covering the different observed interventions. 

Moreover, the path out of the financial crisis was further complicated for some European 
governments due to the "sovereign debt crisis" which started in Greece. After bilateral support 
was made to Greece, the European Council decided to set up a collective support mechanism 
at the end of 2010: the European Financial Stability Facility (EFSF). This mechanism was 
applied for the first time for Ireland in February 2011. 
 
The EFSF posed major challenges for statistical classification. The statistical treatment 
elaborated by Eurostat3

 

 considers that the EFSF (located in Luxembourg) is only a technical 
tool for the Eurogroup (Euro Area Ministers of Finance), making all essential decisions, and 
therefore EFSF does not qualify to be an institutional unit in ESA terms. As a result, as soon 
as the mechanism is applied to a given EU Member State, the debt issued by the fund has to 
be allocated to the "guarantors", i.e. the participating Member States in the rescue process.  

2. Eurostat’s new powers and organisation 
 
a) Council Regulation 479/2009, as amended in July 2010: 
 
Statistics used for the European fiscal surveillance are regulated by a specific law, which sets 
out the responsibilities of Member States and the Commission (Eurostat). During 2010 – 
mainly as a result of experience with Greek fiscal statistics - it was decided to reinforce the 
verification powers of Eurostat to ensure the quality of government finance statistics. 
 
In addition to regular dialogue visits in Member States, now made on a yearly basis, Eurostat 
may organise "methodological visits" "in exceptional cases where significant risks or 
problems with respect to the quality of the data have been clearly identified", keeping 

                                                 
1 See the Eurostat web pages on government finance statistics at: 
http://epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB/KS-RA-09-017/EN/KS-RA-09-017-EN.PDF 
2 See  
http://epp.eurostat.ec.europa.eu/portal/page/portal/government_finance_statistics/documents/FT%20-
%20Eurostat%20Decision%20-%209%20July%202009%20_3_%20_final_.pdf 
3 See 
http://europa.eu/rapid/pressReleasesAction.do?reference=STAT/11/13&format=PDF&aged=0&language=EN&g
uiLanguage=fr 
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informed relevant European committees (CMFB in Luxembourg, EFC in Brussels). This was 
already implemented, notably for Greece. 
 
In addition to the usual examination of national accounts, Eurostat has now a wider access to 
the basic sources of statistics, the public accounts and all relevant documents and institutions 
(including national courts of audit when necessary). National statistical offices also have 
greater powers under the Regulation to obtain source data of appropriate quality. National 
experts from other EU Member States may also assist Eurostat when necessary to this 
methodological work in a concerned country. 
 
b) A new organisation: 
 
Eurostat human resources for the EDP exercise within its directorate "National and European 
accounts" are in the process of being significantly reinforced (from 15 staff members at the 
beginning of 2010 to 45 by end of 2011). The existing unit for public finance statistics has 
been split into two units which have methodological and geographical responsibilities, and an 
additional new unit has been created, dedicated to deeper examination of the upstream sources 
(notably public accounts), including methodological visits to countries, and to examine ways 
in which god practices in (accruals-based) public accounting and auditing can be promoted. 
 
 
III. The update of the Manual on government deficit and debt (MGDD) 
 
Since the release of the 2nd edition of the Manual (in 2002), several new chapters were drafted 
and published by Eurostat, notably for the recording of securitisation of assets, pensions-
related issues and public-private partnerships. There was a need to update these new chapters 
and to include them in a new consolidated edition of the Manual, as well as to update and 
clarify many existing issues, in light of experience and of new challenges. 
 
The work was achieved through a three-year process of intensive discussion, in which 
European statisticians were involved, notably in an editorial committee consisting of Eurostat 
staff, experts from EU Member States and the European Central Bank. The whole document 
was reviewed, in substance and in form, and the MGDD 3rd edition was published on 
29 October 2010 (available on the Eurostat website4

 

). The main issues for clarification and 
development were the following: 

- Delimitation of the general government sector (SPVs, pension schemes…) 
- Accrual recording of transactions, notably "Military expenditure under long-tem contracts" 
and "Grants from the EU budget"; 
- General government and public corporations, notably for capital injections (the "capital 
injection test") and the recording of dividends (the "super-dividend test", the case of "interim 
dividends"); 
- Government and the financial sector, notably "Financial defeasance"; 
- Leases licences and concessions, notably the cases of concessions and Public-private 
partnerships (PPPs); 
- Debt related transactions, notably "government guarantees"; 
- Swap operations, notably the cases of "swap cancellation" and "off-market swaps". 
 

                                                 
4 See:  http://epp.eurostat.ec.europa.eu/cache/ITY_OFFPUB/KS-RA-09-017/EN/KS-RA-09-017-EN.PDF 
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Other updates or new chapters may be elaborated and published on the Eurostat website in the 
future, as the MGDD is a living document expected to cover the main statistical and 
accounting issues related to government finance in the EU. 
 
 
IV. The ESA review (ESA2010) 
 
1. The ESA review 
 
Following the review of the System of National Accounts (which led to the publication of the 
“SNA 2008”), the ESA is now subject to update, with the objective to implement “ESA2010” 
in September 2014 in the European Union. The new ESA manual and transmission program, 
having been approved by the European Commission, must now be adopted through the usual 
legal procedure by the European Council and the European Parliament. 
 
In principle, ESA2010 takes on board the same changes as the SNA2008 (for instance the 
recording of military expenditure, or the case of tax credits). Like SNA2008, ESA2010 will 
also include some horizontal chapters, notably one specifically dedicated to government 
finance (chapter 20).  
 
2. ESA2010, chapter 20: "the government accounts" 
 
One difference with the equivalent chapter in SNA2008 (chapter 22: "the general government 
and public sectors") is that ESA2010 chapter 20 mainly focuses on the general government 
sector (rather than the public sector), consistent with excessive deficit procedure 
requirements.  
 
One feature of chapter 20 is to take on board - and legislate - most of the developments and 
recommendations included in the existing Manual on government deficit and debt (MGDD). 
However, following SNA2008, it also includes some changes, notably: 
 
a) The market / non-market test 
 
In ESA95, the SNA concept of "economically significant prices" to qualify a producer (or an 
institutional unit) as "market", is interpreted in practice by using the "50% criterion": the sales 
must cover more than 50% of the production costs of the unit. This in effect sets the boundary 
of general government for public corporations (those enterprises considered “non-market” are 
included within general government for statistical purposes).  
 
In ESA 2010, two clarifications will be made: 
 
- A few qualitative criteria are also emphasised to assess the "market" character of a producer, 
such as not being an ancillary unit, not being the only supplier to government, and being able 
to operate in market conditions (competition, freedom of choice etc.). 
 
- The need of a quantitative criterion (50% criterion) is still considered as a necessary and 
minimum requirement. However, consistent with the cost of capital approach, the 
denominator of the ratio of sales to costs is modified. The sum of production costs will be 
increased by the net interest charge, interest representing the borrowing cost of capital assets. 
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b) Lump sum payments for transfer of pension obligations 
 
In the context of a reorganisation and privatisation of some public corporations (100% owned 
by government) occurring in the 1990s, it was agreed in several Member States that public 
corporations under privatisation could transfer the pension obligations of their employees, 
often civil servants (previously fully covered by a direct employer scheme in these public 
corporations) to another public scheme (the State civil servants scheme, or a social security 
scheme) against the payment to government of a lump sum covering the transferred financial 
charge. On the basis of the ESA79 provisions, it was agreed that this lump sum should be 
recorded as a capital transfer (D.9) revenue of government, improving the net lending / net 
borrowing of the general government. This recommendation was retained in ESA95.  
 
In ESA2010, chapter 20, this one-off transaction (lump sum transfer) will be regarded as a 
prepayment of social contributions or miscellaneous current transfers, to be recorded as a 
financial transaction (as other accounts receivable/payable, F.8). The one-off transfer of 
pension obligations will therefore no longer improve the net lending/net borrowing of 
government at the time of the transfer, but will be spread over time to match the relevant 
pension expenditure of government. 


